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Foreword 
Livestock plays a vital role of the growth engine of rural economy in 
most of the South Asian Member States, namely Afghanistan, 
Bangladesh, Bhutan, India, Nepal, Pakistan and Sri Lanka. The sector 
contributes to food security, nutrition, poverty alleviation, economic 
upliftment, women empowerment and finally supports for the 
attainment of several Sustainable Development Goals (SDGs) of the 
country individually and broadly, for the entire SAARC region. 
Owing to immense importance, the entire South Asian region is 

becoming the ‘hotspot’ for rearing of different species of livestock (including cow, buffalo, 
sheep, goat, yak, mithun, camel etc.) for the production of milk, meat, skin, leather, fibre, 
wool etc. Among the different categories of livestock, the dairy animal occupies 
significant niche because it produces milk; an important source of higher concentration of 
essential amino acids and other required nutrients for health and wellbeing of people. 
Obviously, milk or its products are integral component of routine diet among most of the 
South Asian people; irrespective of age, gender, class  and place of living.  During the 
recent past, the per capita milk consumption among Member States of SAARC reflects a 
visible growth trend because of rising income, health consciousness, consumer 
awareness, and rapid urbanisation. It clearly demonstrates appreciable growth in milk 
production, procurement, processing, product diversification and marketing in the 
region. Albeit, several factors contribute positively towards growth and development of 
the dairy sector, nevertheless, the cooperative is presumed to be one of the most important 
factors that creates a brand name regionally and globally. At the same time, the sector 
specific cooperative i.e., dairy cooperative is bringing the social and economic changes on 
rural landscape.  

Looking towards the history of dairy cooperative development in South Asia, evidently, 
it suggests establishment of dairy cooperative since early years (1906) of previous century 
in Sri Lanka. Later on, the dairy cooperative starts its humble beginning in 1946 at Kaira 
district of Gujarat of undivided India. With the changing livestock rearing practices at the 
backdrop of climate change and consumer awareness, the dairy cooperative should 
mould itself to fit into the existing market economy nationally, regionally and globally. 
Under this background, the SAARC Agriculture Centre executed the Regional Expert 
Consultation Meeting on “Strategies to mitigate emerging challenges of dairy 
cooperatives for strengthening livelihood and food security in South Asia” on 12th and 
13th April, 2021 on virtual platform in technical partnership with Asian Farmers’ 
Association for Sustainable Rural Development (AFA), Philippines. The book entitled 
“Dairy Cooperatives in South Asia” is an outcome of the country status paper 
presentation, analysis of situation, sharing of successful technology for fellow Member 
States, future need of dairy cooperatives. I hope the particular book will be much useful 
for wide range of readers including policy makers, development partners, cooperative 
societies, academician, researchers to safeguard the interest of dairy animals and dairy 
cooperatives, particularly its members.  

 
Dr. Md. Baktear Hossain 
Director, SAARC Agriculture Centre  
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Chapter  1 

An Overview of Dairy Cooperative  
Ashis Kumar Samanta1*, Md. Younus Ali2 and Fatema Nasrin Jahan3 

1Senior Programme Specialist 
2Senior Technical Officer 

3Senior Programme Officer 
SAARC Agriculture Centre, Dhaka, Bangladesh 

*Corresponding author: drashiskumarsamanta@gmail.com 

Milk acts as an important source of highly sustainable concentration of 
essential amino acids and other required nutrients for human being and regular 
consumption of it ensures growth and development, avoids malnutrition, 
maintains good health and wellbeing. In view of changing scenario with 
respect to overgrowing human population, a pertinent question often arises in 
multiple forums: What daily diet would feed the most people from arable land 
globally. A study on this account demonstrated that “A vegan diet 
supplemented with dairy products” fed the most people with the least amount 
of land (Peters et al., 2016). Currently, the South Asian region is inhabited by 
1.94 billion human population, representing approximately 26.3% of global 
population over the 3.5% of the world’s land surface area. Evidently, the region 
needs a huge jump over the current milk production in order to ensure 
availability of recommended quantity of milk as prescribed by the nutritionists. 
Albeit, camel, goat and yak contribute a minor fraction, nevertheless, the milk 
is primarily produced by cows and buffaloes. 

Rearing of dairy animals is one of the oldest professions among the people 
living in South Asia; Afghanistan, Bangladesh, Bhutan, India, Nepal, Pakistan 
and Sri Lanka (except Maldives). During the recent past, few Member States of 
SAARC region have appeared as major hotspots for milk production owing to 
the presence of enormous population of milking cows and buffaloes. The 
livestock wealth of South Asia is huge and the region is habitat for almost 280 
million cattle (18% of global population), 158 million buffalo (75% of global 
population), in addition to 273 million goats (25% of global population). The 
contributions of livestock on agricultural GDP among the SAARC Member 
States are as follows: Afghanistan - 15%, Bangladesh - 13.46%, Bhutan - 28%, 
India - 25.6%, Maldives - data unavailable, Nepal - 29%, and Pakistan - 60.5%. 
For Sri Lanka, livestock contributes approximately 1% of the national GDP. 
Essentially, millions of rural populations are solely or partially dependent on 
dairy animals for their livelihood and dairy animal contributes immensely 
towards food production having high biological value (Samanta et al., 2019). 
The demands of livestock origin products in South Asia, particularly milk and 
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milk, reflects an increasing trend since the beginning of twenty first century 
and it is expected to follow the same in the coming decades because of 
population growth, economic prosperity, consumer awareness, and health 
consciousness among the overgrowing youth population. Out of the several 
factors, the contribution of cooperatives is enormous on the growth and 
development of dairy sector because it supports livelihood and food security, 
women empowerment, veterinary services (artificial insemination, concentrate, 
mineral mixture, healthcare, vaccination, deworming etc.), fair price of milk to 
the farmers, procurement, processing, and marketing. Therefore, steps and 
policy changes by few of the SAARC Member States turns their country as milk 
surplus and ensures availability of right quantity of milk as recommended by 
the health professionals. Contrary to this, some Member States of SAARC are 
still struggling to meet the domestic requirement of milk owing to the absence 
dairy sector specific cooperative policies and action plan.  

Albeit, the livestock sector is highly dynamic, nevertheless, dairy farming in 
South Asia is reshaping in response to the rapidly increasing demand of milk 
and milk products by the generation next people of the region. During the 
recent past, historical rise in the demands of milk and milk products have been 
largely driven by the population growth, urbanization, higher disposable 
income, larger youth population, consumer awareness, health consciousness 
(Samanta et al., 2020). Application of advanced technologies in the field of 
breeding, nutrition and veterinary healthcare are also significantly contributing 
towards higher milk production from the existing dairy animals. At the same 
time, the scientific progress in the field of dairy technology and engineering is 
catering the immediate needs for the sectoral development by matching the 
customer specific requirements (e.g., low fat milk, probiotic ice cream, probiotic 
curd, etc.) of modern population after due contemplation to preference, taste, 
food safety, health consciousness, consumer awareness etc. 

Evidently, the growth and development of dairy sector depends upon multiple 
factors of diverse origins: (i) livestock (nutrition, breeding, veterinary 
healthcare, management etc.), (ii) milk procurement and transportation (fair 
price of milk, spot testing and evaluation of milk at collection Centre, safe 
handling, cold chain, transportation etc.), (iii) processing (machineries for 
product development, diversification and fortification, food safety, labelling, 
marketing etc.), (iv) dairy farmer (easy and hassle free loan scheme, skill 
development on different aspects of dairy animals including clean milk 
production, feeding/ calf care/ pregnant animal care/ newborn care and 
management, watering, deworming). Contrary to western countries, the dairy 
animals of South Asia are primarily reared by small and marginal farmers of 
underprivileged classes. Therefore, it is unlikely for the South Asian dairy 
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farmers to mitigate the uncertainties linked with milk production system. 
Evidently, the cooperative could play a potential role to overcome the 
multisectoral challenges of dairy sector. 

History of Dairy Cooperative 

Cooperative, an economic enterprise and self-help organization, contributes 
significantly for uplifting the socio-economic status of their registered members 
and so also the local community.  Since its introduction in different sectors, 
cooperatives are being successfully operated by the locally owned people in 
several parts of the world and are also serving as catalyst for social 
organization and cohesion.  With their concern for their members and 
communities, the cooperative represents a model of economic enterprise that 
upholds high reverence for democratic and human values with due 
consideration to the environment.  As the dairy sector today faces numerous 
challenges, it is increasingly convincing that the cooperative concept could 
perfectly fit into the dairy sector for appropriately addressing the incoming 
issues. As the dairy animals are primarily owned by the small and marginal 
farmers in South Asia, the formation and successful institutionalization of dairy 
cooperative among Member States could be considered as model platform for 
the realization of several Sustainable Development Goals (SDGs) of United 
Nations.     

Dairy cooperatives were among the first type of agricultural cooperatives 
organized in the world. Since its introduction in the beginning of 1800s, it is 
playing a very significant role in the procurement, processing and marketing of 
milk and dairy products and representing the farmers interest with strong 
voice. Just when the first dairy cooperative was established is surely a matter of 
conjecture. Association that might be termed as cooperative was started shortly 
after the beginning of the nineteenth century. Albeit, such organization might 
not qualify as cooperative under the present-day cooperative law, but the spirit 
and practical operation of those organizations made them distinctly 
cooperative in nature (Croop and Graf, 2001). As per available literature, the 
cooperative has its origin from Europe and North America (Khamkar and 
Bobade, 2016). In United States of America, a creamery unit was built in 1810 at 
Goshen, Connecticut by the first US cooperative organization. American 
System of Associated Manufacturers of Cheese was evolved in Rome and New 
York during 1851. Witnessing the success over cheese manufacturing by the 
above organization, more than 400 cooperative dairy processing plants were 
established in 1867 (Croop and Graf, 2001). During the beginning of twentieth 
century, product-based federation (cheese, cream) were formed indifferent 
parts of America.  
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In South Asia, the concept of dairy cooperative was first introduced in Sri 
Lanka in 1906 under the British rule. In undivided India, the first farmers 
integrated dairy cooperative was established in 1946 in Anand town of Kaira 
District, Gujarat to fight against the exploitation of farmers by the private milk 
traders (NDDB, 2021).  This cooperative is generally known as AMUL (Anand 
Milk Union Limited). It has emerged as an outcome of a powerful socio-
economic movement. Currently, the “Amul” products become household name 
among the people for its quality and product diversity. In Nepal, the dairy 
cooperative as purposeful organization began during the first five-year plan 
(1956-61) of government. In Bangladesh, soon after independence, ‘Bangladesh 
Milk Producers Cooperative Union Ltd’ (BMPCUL) was established in 1973 by 
none other than Bangabandhu Sheikh Mujibur Rahman to develop the dairy 
industry along the modern lines and playing essential roles for country’s dairy 
development activities.  

General Concept and Definition of Cooperative 

Among livestock, the dairy animal plays an important role on South Asian 
economy by virtue of creating livelihood, producing high biological value food 
(i.e., milk), giving birth to calves for meat or future dairy animals, farmyard 
manure etc. Therefore, it contributes immensely for economic upliftment and 
nutrition security. Evidently, the dairy cooperatives possess the potential to 
improve the productivity of animals under small holders farming system that is 
present in South Asia and could enhance market participation by dairy farmers 
(Birthal et al., 2017). Evidently, the dairy cooperative facilitates access to market 
information, reduces costs of marketing, increases producers’ access to 
technology, extension and related services, leading to enhanced efficiency of 
the particular sector (Lapar et al., 2006; 2020). As dairy farming involves high 
market dependency and socio-economic values, the cooperative enables dairy 
farmers to vertically integrate to offset power against oligopolistic powers in 
distribution and retailing (Sudan, 2019). In fact, it is done by organizing the 
dairy supply chains with better strategic logistics in the various steps of 
production, processing and distribution (Dantoni and Mishra 2012).   

Dairy cooperatives are member-owned businesses. In simpler form, it 
aggregates the market power of people, who on their own could achieve little 
or nothing, and in so doing they provide ways out of poverty and 
powerlessness. In fact, the cooperative is people-oriented enterprise that is 
owned, controlled and run by and for their members to realize their common 
economic, social, and cultural needs and aspirations (ICA, 2021). It brings 
people together in a democratic and equal way. Whether the members are the 
customers, employees, users or residents, cooperatives are democratically 
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managed by the 'one member, one vote' rule. Members share equal voting 
rights regardless of the amount of capital they put into the enterprise. 
According to the International Cooperative Alliance (ICA), a cooperative is 
defined as:  

An autonomous association of persons united voluntarily to meet their 
common economic, social and cultural needs and aspirations, through a jointly 
owned and democratically controlled enterprise (ICA, 1995).  The “Center for 
Cooperatives” (2004) defined cooperative as a private business organization 
that is owned and controlled by the people who use its products, supplies or 
services. Although cooperatives vary in type and membership size, all ware 
formed to meet the specific objectives of members, and are structured to adapt 
to members changing needs. Later on, Koopmans (2006) defined the 
cooperative as a member-controlled association for producing goods and 
services in which the participating members, individual farmers or households, 
share the risks and profits of a jointly established and owned economic 
enterprise. According to this concept, a cooperative is established by farmers in 
response to unfavorable market conditions, which is a shared problem. This 
could be a problem related to the marketing of produce resulting in low farm-
gate prices, to the supply of good-quality and reasonably priced farm inputs, 
such as seed and fertilizer, or to the supply of sufficient and cheap credit 
(Gobena, 2016). 

The International Cooperative Alliance (ICA) is one of the oldest non-
governmental organizations founded in 1895 and it unites, represents and 
serves cooperatives globally (ICA, 2021). It is the apex body of cooperatives, 
which provides global voice and forum for knowledge, expertise and 
coordinated action. 

Principles of Cooperative 

From business perspectives, the principles of cooperatives are relied based on 
the values of self-help, self-responsibility, democracy, equality, equity and 
solidarity (Wanyama, 2014). The members of these associations believe in the 
ethical values of honesty, openness, social responsibility and caring for others. 
In the centenary celebration of the International Cooperative Alliance (ICA), the 
basic principles of cooperative were updated as follows: 

• Voluntary and open membership 
• Democratic member control 
• Member economic participation 
• Autonomy and independence 
• Education, training and information 
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• Cooperation among cooperatives 
• Concern for community 

Voluntary and Open Membership 

The first and foremost principle of cooperative is the ‘voluntary and open 
membership’. It clearly signifies it as a voluntary organization that is open to all 
persons, able to use their services and willing to accept the responsibilities of 
membership, irrespective of gender, social, racial, political or religious 
discrimination.  

Democratic Member Control 

The principle of ‘democratic member control’ upholds that cooperative is 
basically democratic organization controlled by their members, who actively 
participate in setting policies and making decisions. Members serving as 
elected representatives are accountable to the membership. In primary 
cooperatives, members have equal voting rights (‘one member, one vote’).  

Member Economic Participation 

Members not only participate in the cooperative’s governance, but also 
contribute to the economic activities as well. Therefore, it refers to the ‘principle 
of member economic participation’. Members contribute equitably and 
democratically control the capital of their cooperative; part of which is the 
common property of the cooperative. Members usually receive limited 
compensation, if any, on capital subscribed as a condition of membership. 
Members allocate part or all surpluses for developing their cooperative, 
possibly by creating the reserves; benefiting the members in proportion to their 
transactions with the cooperative; and supporting other activities as approved 
by the membership. 

Autonomy and Independence 

According to this principle, the cooperatives are autonomous, self-help 
organizations controlled by their members. If they enter into any agreement 
with other organizations, including governments, or raise capital from external 
sources, they do so on their own terms that ensures their members maintain the 
autonomy, independence and democratic control. 

Education, Training and Information 

Education and training are two important components for organizational 
effectiveness and higher performance. The cooperatives provide education and 
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training for their members, elected representatives, managers and employees to 
effectively contribute in the development of the organization.   

Cooperation among Cooperatives 

Supporting each other member within the cooperative organization is one of 
the main principles of cooperative framework. In this direction, cooperatives 
serve their members most effectively and strengthen the cooperative movement 
by working together through local, national, regional and international 
structures that build their solidarity. 

Concern for Community 

As per the guidelines of International Cooperative Alliance, the seventh 
principle is ‘concern for community’. The cooperative aims for the sustainable 
development of the community, be it social, labour and environment related, 
through intended policies, projects and practices that are approved by their 
members.  

Dairy Cooperatives and Sustainable Development Goals 

The dairy cooperatives are highly relevant and pertinent in the realization of 
the several Sustainable Development Goals (SDGs) of the United Nations. 
These are: SDG1: no poverty, SDG2: zero hunger, SDG3: good health and well-
being, SDG5: gender equality, SDG8: decent work and economic growth, 
SDG10: reduced inequalities, SDG12: responsible consumption and production, 
SDG13: climate action.  

Challenges of Dairy Cooperatives 

Through participation of dairy farmers coupled with policy directives by the 
respective government, the dairy cooperatives are marching towards newer 
heights in few of the SAARC Member States. But a higher growth linked 
platforms are subjected to both conventional and emerging challenges of 
diverse origins. These are research and development, transboundary animal 
diseases, input supply (semen, feed, mineral mixtures, feed supplements, 
vaccine, veterinary medicines, etc.), product development, diversification, 
fortification and marketing, acquisition of manufacturing and process 
technology, equity financing, pandemic (like COVID-19) etc. Research and 
development are the foundation of manufacturing and process technology, 
product development and diversification, and finally branding and marketing 
(Ling, 2005). Owing to the trade policy on animal sourced food items to be 
sourced from disease free animals, emergence of transboundary animal 
diseases often hinders the routine business of livestock products in domestic or 
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regional markets. The increasing price trend of feed ingredients, supplements, 
veterinary medicines also often put break over the growth curve of dairy 
animals. Nevertheless, the ultimate challenge is equity financing. Building new 
dairy processing or feed manufacturing plants, buying new equipment, 
developing and modifying manufacturing processes, developing and 
marketing new products, and recruiting professionals for research and 
development require huge funding.  

Conclusion 

Currently, the dairy cooperatives present in Member States of South Asia is 
passing through critical times in view of conventional and emerging challenges 
faced by the regional dairy farmers. The positive part of the South Asian dairy 
sector is that the market is growing at faster pace because of growing demands 
of milk and milk products by the class of people having higher disposable 
income and their preference for dairy products. In line with that, the dairy 
farmers of South Asia are hard working and passionate on dairy farming. 
Contrary to this, the dairy farmers are facing with challenges of feed and 
fodder shortage, higher cost of concentrate feeds, transboundary animal 
disease, inadequate supply of vaccines and healthcare facilities, stressed 
household economy etc. Similarly, the milk collection and processing need 
advanced facilities like cold chain, machineries, technologies, skilled manpower 
for matching the growing needs of dairy products after due contemplation to 
food safety, environment and consumer awareness. This is possible through 
integrating dairy cooperative in the national development plan and adequate 
budget allocation. Obviously, through execution of stronger national action 
plan and strategies, the dairy cooperatives of SAARC Member States are 
expected to prove its worth to the society by meaningful contribution in 
coming decades.   
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Chapter  2 

Current Status and Progress of Dairy Cooperatives  
in Afghanistan 

Khaliq Mahjoob1, Waheeda Rahmani2 and Najib Malik3* 
1Director of Alternative Livelihood Programs 

2Income Generation Project Manager 
3Najib Malik, Senior Technical Adviser  

General Directorate of Agriculture Extension 
Ministry of Agriculture, Irrigation and Livestock 

Jamal Mina, Kabul, Islamic Republic of Afghanistan 
* Corresponding author: najib.malik@mail.gov.af 

Introduction 

The agricultural cooperative movement in Afghanistan is relatively new, going 
back to the year 1955 (GoA, 2008), when Karakul producers established the first 
cooperative union. Later on, agricultural marketing and exporting cooperatives 
were promoted in rural Afghanistan. Various political systems of government 
have influenced the Afghan agricultural cooperative system. From the very 
beginning, the agricultural cooperative system has faced challenges looking for 
a way to protect farmers from any kind of exploitation as well as developing 
agricultural production and productivity in rural areas. Some rules and 
legislations were enacted over time to organize the cooperatives’ activities. The 
Afghan cooperative movement remained voluntary and non-governmentally 
owned and managed by its members based on cooperative values of democracy, 
social justice, equitable distribution of resources and opportunities, as stated in 
the Cooperative Law (GoA, 2008) and as defined by the International 
Cooperative Alliance (ICA, 1995). 

The dairy cooperative in Afghanistan is owned and controlled by all members of 
the cooperative equally. Dairy producer members share in the profits and 
expenses of the cooperative. In 2002, the Food and Agriculture Organization of 
the United Nations (FAO) established the milk collection centers (MCCs) in three 
provinces, with simple processing facilities installed, and encouraged and 
supported farmers to organize themselves in dairy cooperatives (University of 
California-Davis, 2007). Approximately, 32.5 MT of milk was collected by the 
milk collection centers during 2002. The Kabul Dairy Union with seven 
cooperative societies and 416 members was the first union to be established in 
2006 by the joint efforts of the Ministry of Agriculture, Irrigation and Livestock 
(MAIL), the FAO and dairy farmers. Later on, Dairy Unions were established in 
Balkh, Kunduz, Herat and Nangarhar (FAO, 2013). Currently there are about 82 
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registered dairy cooperatives with the primary membership of over 9,100 
farmers. The capacity for milk collection has increased to 2,200 MT in 2010 and 
13,300 MT in 2020. In 2020, the dairy cooperative members earned 351.3 million 
Afghani; equivalent to US$4.6 million (MAIL 2021). 

In 2016, an estimated 1.35 million families had 2.1 million milking cows 
producing 1.936 million MT milk in lactation (GoA, 2016). This represented 
about 85% of the total milk produced in the country. In 2020, 2.18 million MT of 
milk was produced around the country with Faryab, Baghlan and Takhar 
provinces among the top producers at 200,000, 184,000 and 182,000 MT, 
respectively (MAIL, 2021). There is a huge potential for the Afghan dairy 
cooperative sector and its growth could curtail the import of dairy products, 
which is currently stand at about 1 million MT.  

Integrated Dairy Scheme as Successful Model of Dairy Cooperative  

The Dairy Cooperatives provide various dairy inputs to member farmers at 
lower prices and ensure fair milk prices to the member farmers through a 
guaranteed milk market. Dairy unions have set up milk processing plants, 
veterinary services (artificial insemination, vaccination, medication, etc.), feed 
and fodder, value addition, credit, training courses for farmers to acquire 
knowledge and skills about dairy farm management, milk marketing channels 
and developed the refrigerated transportation system for dairy cooperative 
members with the financial assistance of some donors and technical support of 
Food and Agriculture Organization of United Nations (FAO). Dairy cooperatives 
assure food security and income generation for Afghans in rural areas. However, 
dairy cooperatives that are motivated and receive good support are still 
relatively nascent and require time to develop their production and marketing 
capacities. Overall, it can be said that Afghan cooperatives are in an early stage 
on a very small size, with less experience in marketing, processing, contacting, 
and bidding, and upgrading product standards. Dairy cooperative capacities 
need to be strengthened at all levels from production to marketing, 
organizational management, capital formation and to other relevant activities.  

The salient features of dairy cooperatives in Afghanistan are summarized below: 

• The movement of cooperative is relatively new; 
• The cooperatives are very small in size, and does not have the competitive 

edge. As a result, most of them cannot operate properly as business entities 
due to their negligible share-capital; 

• Cooperative movement has been slower than expected due to socio-
economic constraints attributed to the four decades of conflict, insecurity 
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and different systems of government. The opium poppy economy has also 
undermined licit livelihood opportunities over the last 20 years; 

• The majority of cooperatives are established expecting to receive 
government and donors’ grants or subsidies;  

• All cooperatives are categorized as primary, with few secondary 
cooperatives at the provincial level; 

• Cooperatives are not either self-reliant or self-sufficient. Government and 
international donors provide technical and financial assistances for some 
of them. However, some cooperatives that have received technical and 
financial support from international organizations have developed a real 
capacity to assist their members in areas of production, value-addition and 
marketing; 

• The extension service of MAIL has observed that the majority of 
cooperative members are able to change their lifestyle and improve 
agricultural productivity after acquiring membership in cooperatives. 
However, the cooperative movement is more likely to be slow because 
most farmers are resource-poor. Under these conditions, it is difficult to 
develop the cooperative system at a fast pace;  

• The present number of organized cooperatives and the volume of field 
activities are very limited. Per farmer share-capital of cooperative is 
negligible. Because of such a small scale, cooperatives find it difficult to 
work commercially. Inadequacy of finance, capital and management as 
well as long-lasting social instability in rural areas might be other remote 
factors that hinder cooperative development.  

 

 

 

 

 

 

 

 

 

 

Figure 1. Integrated Dairy Scheme as the successful model of the dairy cooperative in 
Afghanistan (Source: FAO) 
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National Policy for Development of Cooperatives 

Afghanistan Dairy Policy, formulated in 2009 (MAIL, 2009) serves as the national 
policy for development of the Dairy Value Chain, and intends to facilitate 
peoples' access to dairy products while preventing the waste of surplus milk in 
rural areas. The main objectives of the Policy include: achieve food security; 
improve the rural economy; improve the capacity of national dairy sector; 
increase the quality and quantity of marketable livestock products; develop 
processing and marketing methods for dairy products; deploy modern 
technologies for animal husbandry; develop and support cooperatives, unions, 
and private companies in the field; substitute imports of dairy products; make 
efficient use of human and natural resources; make sustainable use of soil, land, 
water, and energy; protect the environment; increase public awareness. The 
Policy encourages the creation of cooperatives and investment of the private 
sector in the animal husbandry sector. 

The Government of Afghanistan approach towards cooperative development is 
to rehabilitate cooperatives and develop their capacities so that they can receive 
credit and provide farmers with agricultural production inputs, marketing 
services and get them involved in value addition processes. The new draft law 
of farmer organizations and cooperatives addresses the major roles of 
cooperatives in promoting economic and social development through enhancing 
technical, managerial and entrepreneurial capabilities of farmer organizations 
including cooperatives in order to enable them to productively participate 
and/or survive the increasingly intense competition in both domestic and global 
markets. The Government of Afghanistan has committed itself to providing a 
supportive legal environment for cooperative development. Dairy cooperatives 
function mainly under the Cooperatives Law, enacted in 2008 (MAIL, 2021). This 
law regulates organization and management of all kinds of cooperatives. In 
general, the regulations on agricultural cooperatives are based on a view such 
that they are considered a private enterprise and are managed by members. The 
government plays an important role in providing support and guidance for 
cooperatives, with no intervention on their activities. 

Key Constraints for Development of Cooperatives 

One of the main obstacles to the development of cooperatives is the lack of 
awareness among the general public and sometimes even among members with 
respect to the principles, methods and objectives of the cooperative way of 
operating. Cooperative advantages are less likely to be recognized among 
member candidates. Therefore, education, training and disseminating 
information are important for development of the cooperative movement. As in 
other developing countries, cooperatives in Afghanistan are faced with many 
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problems relating to organizational structure, management, insufficient capital, 
inter-cooperative relationship and business operation. If cooperatives are 
expected to address the needs of the members and to extend benefits to them, 
they must have competent management skills and sufficient financial capital. 
The main challenges of dairy cooperatives faced in Afghanistan are summarized 
as follows: 

• Financial sustainability is typically a huge problem for cooperatives 
especially in activities yielding higher-value-added products such as 
processing and marketing. Thus, financial support from the international 
community and the government is indispensable; 

• There is lack of loyalty among members in some cooperatives because of 
their lower education level and the absence of cooperative mentalities;  

• In some instance, rivalries among farmers/members lead to indecision, 
hampering the progress of cooperatives;  

• Member farmers lack confidence in cooperatives, since most cooperatives 
run at a loss; 

• Cooperatives have not acted yet, as financial intermediaries for member 
farmers. 

• In most cooperatives, due to weak management, managers or board of 
directors do not offer adequate business advices to member farmers;  

• There is lack of sufficient fund for cooperatives to meet various other 
essential needs of the member farmers; 

• Cooperatives have not been capable of running their business under 
competition with private traders and commission agents, yet; 

• There is lack of sufficient storage facilities and warehouses possessed by 
cooperatives.  

Recommendations and Way Forward 

Building the institutional capacity at Ministry of Agriculture, Irrigation and 
Livestock (MAIL) would be the first step, and specifically, the Department of 
Agricultural Cooperatives Development (DACD), which is the venue at the 
national level, with responsibilities defined in a legislative framework to 
mobilize and develop cooperatives. Responsibilities include establishing policy 
and strategy, engaging in coordination for cooperatives as well as performing 
administration in consultation with key national and provincial departments 
and other stakeholders, under the guidelines of the Cooperatives Law. While 
providing institutional support, DACD has also been involved in legislation and 
formulation of supportive policies. Therefore, DACD-MAIL is to be empowered 
to undertake the following functions in accordance with the Cooperatives Law: 
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• To register cooperatives which meet the registration requirements and, 
deregister cooperatives which do not comply with the rules within the 
Cooperatives Law; 

• To promote the development of cooperatives through providing education 
and training for business and management, assisting in the preparation of 
business plans, and offering advice for raising or accessing funds; 

• To ensure that cooperatives comply with the cooperative principles, values 
and practices; 

• To educate and train the cooperatives staff and members through 
structured courses, seminars, radio/TV broadcasts, newsletters, and 
educational meetings; 

• The SAARC Member countries can play a key role in transferring the skills 
and experiences that their institutions have acquired, to DACD staff and 
managerial staff of the Afghan cooperatives, through exposure visits; 

• To audit the-end-of-year business transaction report including the 
accounting performance of agricultural cooperatives and to assist the 
cooperative staff in the preparation of financial statements, while helping 
the selection of appropriate audit firms; 

• To provide up-to-date marketing information for cooperative producers 
and sellers; 

• To resolve disputes by organizing conflict resolution strategies among 
cooperatives and/or aggrieved parties. It is important to note that DACD 
and its provincial and district-level offices cannot be directly involved in 
actual management of cooperatives;  

• The Extension Service System of MAIL could play a key role in building 
the capacity of the individual dairy farmers through the "Farmers Learning 
and Resource Centers (FLRC) (MAIL, 2017a). However, the FLRC's 
established at the district-level for delivery of need-based and demand-
driven services, under the National Agriculture Extension Policy (MAIL, 
2017b) have yet to become fully functional; 

• As the dairy cooperatives are supposed to run like efficient businesses, the 
provisions under the Agribusiness Charter Afghanistan Program (MAIL, 
2018) should be made available to registered cooperatives; 

• Finally, continued financial and technical support of the international 
community, including SAARC member countries is needed to help 
Afghanistan with self-reliant dairy cooperatives. 
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Conclusions 

The dairy sector has been prioritized by the Government of Afghanistan as one 
of the strategic value chains for development (MAIL, 2017c) and there is a lot of 
potential for growth in order to fulfill the domestic demand for dairy products 
and reduce the country's reliance on imports. Despite the ongoing conflict and 
insecurity, the dairy sector has thrived, thanks to technical support extended by 
Food and Agriculture Organization of the United Nations, and USAID, IFAD 
and EU financial support for developing the Dairy Value Chain, starting with 
the Milk Collection Centers.  

Among the Afghan cooperative system, the dairy cooperative model is one of 
the successful models in Afghanistan. It is a collection of dairy farmers who work 
together to buy production inputs and bring milk and other dairy products to 
market. Today, thousands of small farmers are benefiting from dairy initiatives 
funded by various donors that is improving the collection, processing and 
marketing of their milk (Rupert, 2018). Women control almost 90 % of the profits. 
Milk producers are organized into cooperatives. Demand for milk products is 
growing and the dairy industry in Afghanistan is expected to continue to thrive, 
channeling money back into some of the country's poorest villages. 

Dairy cooperatives have a potential to benefit farmers through supplying 
production input materials and marketing farm products in favor of farmers and 
would ultimately contribute to a reduction in rural poverty. However, at present 
dairy cooperatives are financially and technically neither self-reliant, nor self-
sufficient. Indeed, there is a long way for dairy cooperatives to reach self-
sustainability in operation. The realization of the dairy cooperatives' potentials 
definitely requires continuous supports from the government and the 
international community. SAARC member countries can play a key role in 
providing technical and management training to staff of the dairy cooperatives, 
post-pandemic and, hopefully, after restoration of peace in Afghanistan. 
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Introduction 

Bangladesh is the world’s most densely populated country having 166.5 million 
inhabitants live on a land mass of nearly 147570 km2, resulting in a population 
density of about 1126 per km2 (Bangladesh Economic Review, 2020). Bangladesh 
has had robust economic growth over the past two decade and has made 
significant progress towards poverty reduction and is projected to have achieved 
the Millennium Development Goal (MDG) of halving the incidence of extreme 
poverty from 58.8 percent in 1991-92 to 10.5 percent in 2018-19. Agriculture (crop, 
livestock, forestry and fisheries) has been the largest contributor to poverty 
reduction and food security since 2000 and has accounted for 90% of poverty 
reduction between 2005 and 2019, as well as to total employment (45 percent). 
The Government recognizes that agriculture is among key drivers of the 
Bangladesh’s target more than 7.5 percent GDP growth and middle-income 
country (MIC) objective. In the meantime, Bangladesh achieved MIC status 
through its 7thYear Five Year Plan (FY2016-2020) and developed country by 2041, 
getting inspiration from remarkable social and economic progress over the last 
decades. Agriculture performance will likely continue to carry major 
macroeconomic implications for Bangladesh, having broad impacts on 
employment, poverty alleviation, human development, and food security.  

Livestock rearing in Bangladesh has proved to be useful tool for poverty 
reduction, income generation and for reducing the gaps between the demand 
and supply of nutrition, thus ensuring the nutrition security. It also allows the 
poor and landless to exploit common and unused property resources, such as 
fallow lands, roadsides, embankments, open grazing areas and water bodies for 
their feeds. The dairying, an integral part of agriculture, is highly linked with 
increasing cash flow for livelihood improvement (Uddin et al., 2012; 2017), 
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although dairy is transforming from traditional subsistence livelihood-oriented 
to market-oriented and enterprise-drivenenterprise, which might impose the 
need of the improvement management to keep the pace of this transformation 
(Uddin et al., 2020). This sub-sector plays an important role in the national 
economy of Bangladesh with a direct contribution of around 1.43% to the 
national GDP, 13.44% to agricultural GDP with a growth rate of 3.04% in national 
GDP and providing 20% of total employment (DLS, 2020). In contrast, looking 
back to 25-30 years, dairying was being totally linked with supportive to land 
cultivation (tillage) for cereal grain and/or cash crop production. Bangladesh has 
milk production of 10.68 million tons in 2020 (DLS, 2020). Meanwhile, the 
Integrated Dairy Research Network (IDRN) estimated for 2018 as 7.98 million 
tons of milk positioning 23rdin the global milk production in the  

world (Figure 1).  

 

 
 
 
 
 
 
 
 
 
 
 
 

Figure 1. Annual milk production trend in Bangladesh (DLS, 2020) 

The cattle, buffalo, and goat are mainly considered as dairy animals in 
Bangladesh, which consist of 24.39 million cattle, 1.49 million buffaloes, 26.43 
million goats and 3.61 million sheep (DLS, 2020). Among the total of 8.6 million 
milking cows, 4.56 million (53%) of them are indigenous and 4.04 million (47%) 
are crossbred (DLS, 2019). However, the study done by Uddin et al. (2020) using 
the ‘Regional Modeling Approach’ showed the share of cross bred and local cows 
were 74.6% and 24.6%, respectively. This study was based mainly from dairy 
regions which might turn into a bias toward relatively higher cross bred animals’ 
contrast to the DLS data. The crossbreds and purebreds are mostly Sindhi, 
Sahiwal, and Holstein Friesian (HF) breeds, while the preference and availability 
of the HFwas found to be higher compared with others. The highest share of the 
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milk in Bangladesh comes from cows (90%), followed by sheep and goat (7.5%) 
and remaining buffalo (2.5%), although the milk from sheep and goat does not 
enter into any of the formal milk market chain. A total of 1.48 million dairy farms 
with an average herd size of 2.7 cows (dry + lactating)/farm are available in 
Bangladesh. Considering average family size of5, a total 7.4 million dairy farm 
population are directly involved in the dairy farming.  

Growth of Milk Production and Imports 

The trend of milk production in Bangladesh during last 10 years has been 
depicted in Figure 1. The demand for milk and milk products is increasing 
because of the rapid increase in population, increase in per capita income, the 
spread of education and growing nutritional awareness. The dairy sector has 
been responding to the increasing demand by accelerating production. Dairying 
has been transforming gradually from traditional subsistence to commercial 
enterprise. A large number of new farms are established in different part of the 
country and they are producing more milk through breed development and 
proper treatment of animals. As a result, total production of milk has increased 
substantially in most recent years. The growth rate of milk production was 2.40 
percent during the period of 1989-90 to 2001-02 and this has increased to 16.44 
percent during the period of 2009-10to 2019-20 (Alam, 2021). Currently the 
country produces about 10.68 million metric tons of milk in a year. There is still 
huge deficit in the availability of milk in the country. The deficit of milk accounts 
to be around 4.5 million metric tons annually representing approximately 30 
percent (Table1).  

Table 1. Current Status of Milk Production and Requirement (DLS, 2020) 

Item Per capita 
requirement 

Annual 
requirement 

Annual 
production 

Annual 
deficit 

Milk 250ml/day/head 15.2 million Ton 10.68 million Ton 4.50 

The trend in milk production and consumption are the key indicator for the dairy 
sector growth. The demand for milk and milk products are increasing while the 
consumption of the raw milk is increasing at slower rate than expected, although 
the consumption of milk products is increasing. As per the World Health 
Organization (WHO), each person should take 250 ml milk per day, against 
which, 175 ml milk is available per person per day. As a result, the country 
depends heavily on import of milk to satisfy its domestic demand. The 
expenditure of import of milk and milk products accounted for about US$ 106 
million in 2009-10, that increased to US$ 366 million in 2019-20 (Table 2). The 
growth rate of milk import was 13.6 percent during the last decade. In such a 
situation, efforts are necessary to develop the dairy sector for achieving self-
sufficiency in production of milk.  
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Table 2. Milk and Milk Products Import in Recent Past (values in Million US$) 
Fiscal 
Year  

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 

Milk and 
Milk 
Product 

106 161 221 214 289 310 226 252 348 380 366 

Source: Bangladesh Bank (2020) 

Targets for Future Milk Production 

Bangladesh has set a target of producing 20 million metric tons of milk by 2031. 
This will give growth rate of about 7.0 percent in 10 years from 2021-2031. The 
country further intents to produce 30 million metric tons of milk by 2041, which 
will give a growth rate of about 4 percent over the years 2031 to 2041. The 
projections show that the country will produce a small surplus of 0.33 million 
metric tons in 2031 and 5.53 million metric tons in 2041 (Table 3) as per DLS data. 
Meanwhile, from IDRN data source (Uddin et al., 2020) the self-sufficiency in 
2030 will be close to 80% (considering the deterministic approach). There are, 
however, a number of constraints to achieve production in the short and long 
run.  

Table 3. Projections of Demand and Supply of Milk by 2031 and 2041 

Year Milk (Million Ton) Comments 
Food demand 1. 199.60 million population in 2031 

and 223.5 million population in 
2041. 

2. Calculation of food supply on the 
basis of current production trend 
estimated by Excel Linear tools. 

3. Population projection data by BBS  
(2014) and Food supply data by 
DLS (2019). 

2031 19.67  
(270 ml/head/day) 

2041 24.47  
(300 ml/head/day) 

Food Supply 
2031 20.0 
2041 30.0 

Surplus (+)/Deficit (-) 
2031 (+) 0.33 
2041 (+) 5.53 

Source: Bangladesh Perspective Plan 2021-2041 

Dairy Cooperatives and Milk Processors 

The Bangladesh Milk Producers Cooperative Union Ltd. (BMPCUL), known in 
the brand name of ‘Milk Vita’ is only one cooperative (although not pure 
cooperatives in principles, but align with the government share). Cooperatives 
and institutional dairy enterprises collect milk from smallholders through 
primary village cooperatives and then process and distribute the milk to all 
major cities in the country. The cooperative model has especially been successful 
in creating jobs, reducing collection and distribution costs and improving the 



 

 22 

quality of milk. Many public and private entrepreneurs are now involving in 
processing and marketing of dairy products. Concerning the processing profile 
in Bangladesh, only 7-10% of the total milk production is delivered to the 
processors and the remaining 90-93% is traded as informally (IFCN, 2019). The 
major market players of milk in the country are ‘Milk Vita’, Pran Dairy Ltd, 
BRAC Dairy and Food (Aarong) and Akij Dairy Ltd (Farm fresh) etc. Within the 
formal milk market, ‘Milk Vita’ alone covers 33.08% of the total milk processed 
in the country. In order to reduce the supply gap, the value and supply chain 
development-based production, processing and marketing of milk and milk 
products has become essential in Bangladesh. The development of the dairy 
sector in the country is highly influenced by the development and its efficient 
functioning of the dairy cooperatives. This chapter, therefore, would employ to 
provide the overview on the importance of the dairy cooperatives along with its 
challenges and possible way forward to enhance the rural livelihood of 
Bangladesh.  

History of Bangladesh Dairy Cooperatives 

Bangladesh has a glorious history of establishing the dairy cooperative system. 
Before that, in 1947, an initiative was taken to set up a factory-based dairy 
industry in Bangladesh. Milk was sold at nominal prices in the Pabna-Sirajganj 
district, so the dairy traders identified Calcutta as a market and brought 
machinery to set up a dairy factory in the ‘Lahiri Mohanpur’ area of Sirajganj 
district to set up an all-India company called 'National Nutrition Company’. 
Although, the establishment of the factory started, this initiative was stopped in 
1947 due to the partition of the country. Later on, 1947, Mr. Mukhlesur Rahman 
took ownership of the factory through his exchange of assets. The factory was 
renamed as "Eastern Milk Products," and the installation was completed by 1952. 
From the factory, milk products like milk, ghee, butter, etc. were produced and 
marketed on a small scale in the city of Calcutta under the name of ‘Milk Vita’ 
for a few days. 

Soon after liberation in the sovereign Bangladesh, a significant attempt was taken 
by the ‘Father of the Nation’ Bangabandhu Sheikh Mujibur Rahman in 1973 to 
develop the dairy industry along the modern lines through establishing the dairy 
cooperative in the name of ‘Bangladesh Milk Producers Cooperative Union Ltd’ 
(BMPCUL). The BMPCUL was emerged as a pioneer formal and cooperative 
dairy supply chain of the country based upon the recommendation by 
UNDP/FAO and DANIDAwith the aim of replicating the similarprinciples of 
Anand pattern in India, commencing with the first Five-Year Development Plan 
(1971-1975). So literally the interest in organizing milk producers into dairy 
cooperatives has been evident in Bangladesh as back as after 1973. It is 
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worthwhile to note that from a humble beginning this country's dairy 
cooperative programme now has grown into the largest dairy organization of 
the country, with more than 0.85 milliondirect beneficiaries.  

Through its dairy development activities during the last four decades, BMPCUL 
has made a significant impact on the milk production and household income for 
the primary dairy cooperative members. The dairy cooperative model of 
Bangladesh is basically three tier system. It collects milk every day from primary 
milk producers through a structured cooperative model, followed by processing 
and substantial marketing system. In the year of 2018-2019, total turnover of the 
organization was BDT 306.05 crore. Enhancing dairying progressively in 
Bangladesh, the organization has a solid promise to the nation. However, due to 
increasing mechanization in agriculture, cooperative farmers are becoming more 
interested in rearing dairy buffalo in their use for milk production. Besides dairy 
cattle, the organization has recently brought several high-yielding dairy 
‘Murrah’ buffaloes from India and added them to its mainstream as exotic 
blood.The organization provides so many persuasive technical inputs (cattle 
breeding& improvement through artificial insemination, fodder cultivation, 
cattle feed supply, one-stop veterinary healthcare, medicine) and financial (soft 
loan& supplementary profit money to increase milk production) assistance 
among farmers by its highly skilled and professional working personnel. 
BMPCUL has been working with a vision to make the country ‘Self-sufficient’ in 
milk and dairy products by increasing milk production to alleviate poverty, 
creating employment, and accelerating economic growth. 

Legal Basis of Dairy Cooperative 

Cooperative Societies Act 

Bangladesh Milk Producers Cooperative Union Limited (BMPCUL) is registered 
under the Section 10 of Cooperative Societies Act 2001 (amended in 2013) and 
Cooperative Societies Rules 2004 (amended in 2020). With the sanction of 
Cooperative Societies Act 2001, the Cooperative Societies Ordinance 1984 was 
abolished. Registration Number of BMPCUL is 31965 (further amended on 1st 
December 2015). The management committee of the Milk Union consists of a 
President and eleven Members. In addition, there are one Managing Director, 
four General Managers, six Additional General Managers, twelve Deputy 
General Manager, thirty-two Manager, sixty-six Deputy Manager, eighty-two 
Assistant Manager and two hundred three entry level of nine grade officers and 
a sum total of 1126 officers and employees working at different levels. 
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Milk Marketing Channel in Bangladesh 

The milk marketing channels in Bangladesh are perhaps not adequately 
coordinated. Sometimes, dairy farmers market their milk immediately into the 
local marketplace, neighbors, tea stalls, along with regional dining 
establishments. Much of the time, they sell their milk by way of different 
middlemen such as ‘Gowalla’ and/or ‘Aratdar’ along with retailers. All these 
intermediaries working at unique heights of milk marketing earn gross profits, 
which indirectly or directly affect chief milk producers. As a result, the 
proportions of milk market from the farmers through different channels change 
from one area to other. 

In order to fix the specific problems (faced by the primary milk producers in the 
milk market and the grading issues), the dairy cooperatives were created with 
the following objectives: 

• Enhance the subsidiary agricultural income because of poor landless and 
marginal milk farmers by introducing them into coordinated milk 
marketing stations; 

• Creation of infrastructure to get milk set at predetermined and acceptable 
prices through coordinated village milk producers combined and protect 
them from exploitation by the middlemen; 

• To ensure the source of pure and flavorful milk and dairy goods into the 
consumers. 

A novel element of the ‘Milk Vita’ performance is the own urban distributor 
cooperatives. These use locally fabricated "milks haws": an insulated box 
mounted to a classic three-wheeled-cycle rickshaw chassis to deliver affordable 
pasteurized milk and dairy products into urban stores and customers. The ‘Milk 
Vita’ cooperative marketing model started from the mid-seventies of previous 
century (1973) by supplying 4300 impoverished, often landless families in remote 
rural regions with an entire package of milk production-enhancing technology, 
organizational abilities, and a milk collection-processing-marketing program.  

 

 

 

 

 

 

Figure 2. Cooperative milk marketing model (Haque, 2009) 
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The ‘Milk Vita’ cooperative marketing model generated tasks that decreased 
collection and supply expenses and enhanced milk quality from cutting times, 
particularly in congested urban locations. One off-farm task was made for every 
35 gallons of milk gathered, processed, and promoted. Over 50% of these projects 
are in rural locations. Additionally, democratically chosen milk manufacturers 
and concerted distributor members now are primarily on Milk Vita's board of 
supervisors. These accomplishments encouraged the authorities to draw from 
the daily direction allowing the board to employ professional supervisors, which 
resulted in enhanced functionality and made a platform for additional growth to 
attract more poor people to the dairy chain. Since the late 1990s, ‘Milk Vita’ has 
spent over US$80 million to expand its milk collection, processing, and 
advertising network. Today, it delivers secure and reasonably priced milk and 
dairy goods to 30 million low-fat urban dwellers. A comprehensive overview of 
the milk marketing and milk price changes along the value chain has been 
depicted in Figure 3.  

 

 

 

 

 

 

 

 
 
 
 
 
 

Figure 3. Milk flow along with price change in dairy supply chain in Bangladesh 

Distribution Network of Dairy Cooperatives (Milk Vita) 

‘Milk Vita’, a booming business cooperative enterprise, has been collecting milk 
from 3084 primary village cooperative societies and subsequently processing 
and distributing the milk throughout the nation. The ‘Milk Vita’ built a network 
of almost 1,34,728 primary member farmers in 33 milk producing areas of 41 
different districts of the country (Figure 4). Out of five main milk sheds in the 
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country namely Baghabarighat (Sirajgonj), Satkhira, Tangail, Manikgonj and 
Tekerhat (Madaripur), the Baghabarighat milk shed accounts for a major share 
of production and about 38% ofprimary milk cooperative societies of BMPCUL 
are located in this milk shed. Presently, the BMPCUL has been running three 
dairy plants for processing and/or pasteurizing milk and 53 other modern milk 
chilling plants among 8 divisions and supplied milk an average of 0.2 million 
litersdaily. BMPCUL produces pasteurized liquid milk, flavored milk, butter, 
full cream milk powder, skimmed milk powder, ice-creams, ghee, sweet curd, 
sour curd and labang (fermented product), cream, lollies, rasa mallai 
(sweetmeet), condense milk, UHT flavour milk, UHT pasteurized liquid milk, 
chocolaté etc. as per recommendation of the national safety guard and standards 
accordingly.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 4. Dairy operating area of Milk Vita 
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Table 4. Division wise milk producers’ co-operative societies (Milk Vita) 

Sl. 
No. 

Name of the 
division 

No. of Primary 
cooperative societies 

No. of Central 
cooperative societies 

Total member of 
the societies 

1 Rajshahi 1373 9 67890 
2 Rangpur 483 5 15456 
3 Dhaka 531 15 16992 
4 Chattagram 147 13 4704 
5 Khulna 334 17 10688 
6 Barisal 90 5 3150 
7 Mymensingh 129 5 4688 

 Total 3084 69 134728 

Since inception, being an organization of the farmer, the ‘Milk Vita’ has been 
supporting the development of smallholder dairy raise gender neutrally by small 
and non-farm households mostly, helping eradication of poverty and hunger, 
achieving universal primary education, promoting gender equality, women 
empowerment and sustainable environment, the major development goals of the 
millennium (MDGs). The number of primary societies has been increasing 
gradually (Figure 5). Although, the collection of milk was decreased after 2014-
15, the average milk price per liter of milk has been increasing gradually (Figure 
6). Moreover, the activities of Milk Vita have created about 4,000 job 
opportunities in the urban areas in addition to 1000 at its plant-levels. The co-
operatives members get reasonable price of milk produced by their cattle with a 
guaranteed market. The cooperative farmers are also given incentive bonus/price 
difference against their milk supply annually. In addition to capital city, ‘Milk 
Vita’ gradually has been increased its marketing activity and expansion has been 
made to other big city areas of the country.  

 

 

 

 

 

 

 

 

 
 

Figure 5 Trend of primary societies in different year 
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Figure 6. Trend of total milk collection, average milk price and total price paid to 
farmers 

Dairy Processors 

BRAC Dairy and Food (Aarong) 

Bangladesh Rural Advancement Committee (BRAC) is involving in dairy 
processing and marketing and its dairy processing enterprise called ‘Aarong 
Dairy’ was established in 1998 as income generating activity of rural dairy 
farmers. Over time, BRAC dairy goal has expanded to include serving high 
quality milk product to their customers. BRAC caters to the 20 percent of 
Bangladeshis, who rely on the formal milk market which sells processed and 
packaged milk. BRAC dairy not only secures fair prices for its rural dairy 
farmers, but has also expanded to offer cattle development and technical 
training, vaccination, fodder cultivation and other services. Through its 101 
chilling centers, BRAC dairy collects milk from more than 50,000 registered 
farmers and sells milk nationwide through is under the ‘Aarong dairy’ brand. 

PRAN Dairy Ltd. 

PRAN Food is the largest food processing company in Bangladesh, and one of 
the leading national dairy players. It produces UHT milk (60% of total dairy 
activity), pasteurized milk (20%), milk powder, and other dairy products of 
cheese, butter, ghee etc. (Mortensen et al., 2017). PRAN Foods Ltd started its 
operation in 1981 and its processed dairy products are sold solely in Bangladesh. 
In 2011, a sustainable smallholder farmers’ milk production development project 
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was initiated between Tetra Pak, PRAN Dairy Ltd, UNIDO, and the Department 
of Livestock Services. Here, ‘Dairy Hubs’ were organized for small-scale dairy 
production. Farmers deliver their milk to cooling tanks in their area, from where 
the milk is transported to the PRAN Dairy Ltd dairy factory on the outskirts of 
Dhaka and utilized in the production of UHT milk. Training is provided to the 
farmers for enhancing the milk yield. As of 2015, the Dairy Hub initiative had 
involved over 2,000 dairy farmers with milk handling capacity approximately 55 
million liters. 

There are now a good number of enterprises in the formal sector as indicated in 
the Table 5. In 1990, processors collected just one percent of the total milk 
production of 1.5 million MT (30,000 litres per day); by 2006 this had increased 
to seven percent of 2.27 million MT (3,84,000 litres per day). The production and 
processing of milk through formal channels has increased in the last five years 
by about 5,44,000 litters per day. 

Table 5. Milk processing capacity in the formal sector 

Organization 
(Year of establishment) 

Average milk collection 
(litres/day) 

Share (%) 

Milk Vita (1973) 180,000 33.08 
BRAC Dairy and Food (Aarong, 1998) 140,000 25.74 
Pran Dairy Ltd (2001) 130,000 23.90 
Amo Milk (1996) 10,000 1.84 
Bikrampur Dairy (1998) 10,000 1.84 
Ultra-Shelaidah Dairy (1998) 10,000 1.84 
Aftab Dairy (1998) 8,000 1.47 
Rangpur Dairy (2007) 6,000 1.10 
Grameen/CLDDP (1999) 7,000 1.28 
Akij Dairy (2007) 35,000 6.43 
Savar Dairy (1974) 4,000 0.74 
Tulip Dairy (1998) 4,000 0.74 
Total 544,000 100 

National Policy for Dairy Development 

National Policy  

The policies proposed in the National Livestock Development Policy (2007) and 
the National Strategy of Accelerated Poverty Reduction (2005) recognize that 
milk produced at the community level by smallholder households can play a 
significant role in improving nutrition, incomes, and jobs. It is clear that a more 
detailed, long-term dairy development strategy is needed to translate those 
policies into a national dairy programme that clearly focuses on smallholder milk 
producers.Such a strategy might include a clear vision/mission statement for 
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enhanced smallholder participation in dairying; it could promote smallholder 
dairying under the National Livestock Development Policy 2007 as one of the 
strategies to help Bangladesh achieve its Millennium Development Goals (MDG) 
of halving poverty and halving under-nutrition by 2025. Three overarching 
strategic objectives that would help expand the dairying sector are as follows: 

• Raising awareness among policy makers and consumers about the 
nutritional benefits of local milk and dairy products; 

• Increasing the number of smallholders involved in profitable milk 
production and dairy value chains through diversification and better 
integration of their household/farm businesses; 

• Encouraging processors to set up smallholder milk procurement systems 
to substitute imports and enhance national food security. 

Department of Livestock Services under the guidance of Ministry of Fisheries 
and Livestock has drafted National Dairy Development Policy for the betterment 
of small holder dairy producers and to achieve the milk production target of 2031 
and 2041 in Bangladesh Perspective Plan 2021-2041.  

Dairy Cooperative (Milk Vita) Principles in Bangladesh 

The basic unit of the BMPCUL is the ‘primary milk producers’ cooperative 
society. The milk producers of the village with the support of the milk union 
form ‘Primary milk Producers’ Cooperative society. The milk producers become 
members by buying a minimum of one share of the society and paying an 
entrance fee as per the by-laws. The society has an elected Managing Committee 
(MC) including the President, a Vice President and four other general members 
from amongst the member producers as per the provisions of the by-laws. All 
the positions of the MC are complimentary. The committee employs paid staff to 
run the day-to-day affairs of the society. The number of such staff depends upon 
the size of the business of the society. The provisions of the bye-laws govern the 
term of the MC andthe Chairman of the society. The committee decides policy 
matters and frames guidelines for efficient running of the society. The committee 
holds its monthly meetings to discuss issues pertaining to society, members, milk 
producers, suggestions/guidelines provided by the Milk Union and other 
relevant matters. On the other hand, the society’s major operations can be 
classified in two groups: milk trading and providing input services.  

Milk trading involves reception, testing, local and sample milk sale, dispatch of 
milk-to-milk union, payment and accounts keeping. Input services include 
animal health coverage, breeding, supply of cattle feed, fodder development, 
clean milk production and extension services to producer members. Only dairy 
farmers are allowed to enroll as members, and they must commit to supplying 
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milk exclusively to the cooperative. Based on these principles and objectives, the 
rural milk-producing farmers are organized into ‘samities’ or ‘associations’ of a 
size ranging from 20 to 300 members. The agreement between ‘Milk Vita’ and a 
member farmer is amazingly simple. Any farmer located in Milk Vita’s operating 
area is eligible to join an existing society or take initiative to organize a new 
society under the umbrella of ‘Milk Vita’. To continue the society’s membership, 
a member should supply at least 100 liters of milk in 100 days in a year. The 
‘samity’ is managed by a committee formed by its members. For each group, there 
is a common Centre or location for milk collection, where individual members 
bring their milk. A salaried person employed by the primary cooperative society 
collects milk and records the daily amount delivered in the passbook of the 
individual farmer-member. At this point, there is no arrangement for recording 
quality of milk.  

The committee or board of the cooperative, consisting of only elected members, 
makes the decisions on the affairs of the cooperative. Primary-level cooperatives 
bring together members with similar interests at village level to work towards 
common goals. This system can also identify good leadership talent that would 
be given a chance to develop through interaction with other community leaders. 
A group of primary-level at least 10 cooperatives form a union, which can be for 
a district, region or milkshed area. This is the second tier. The third tier is the 
unions joining up to form a national level, depending on the size and system of 
administration in the country. The third tier MC has the power to act on such 
issues as pricing policies, extension, training, control of milk and milk product 
imports, subsidies, and credit. 

Policy for Supporting Cooperatives Members 

The policy decisionsfor supporting the dairy cooperatives members at village 
level for accelerating the milk production have been implemented by the 
‘MilkVita’ cooperatives in the following ways:  

• Free of charge veterinary healthcare (preventive and curative) for all cattle 
belonging to co-operative society members, with emergency services for 
24 hours daily; 

• Free of charge vaccination and artificial insemination services for 
upgrading local breeds; 

• Fodder extension advisory services to improve yields of raw milk; 
• Arrangement with the government to access government owned ‘bathans’ 

(river basins with pasture grazing land) for grazing cattle belonging to 
milk co-operative farmers; 
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• Distribution of primarily processed balanced concentrated cattle feed 
(crude form) at break-even price or on a ‘no profit no loss’ basis to the 
member farmers; 

• Training on better animal husbandry practices for the farmers; 
• Imparting knowledge and information through routine display of 

audiovisual shows regarding improved cattle keeping practices and co-
operative management; 

• Arrangement of training/study tours for the member farmers in order to 
get them acquainted with up-to-date knowledge on dairy farming. 

Milk sent to the ‘Milk Vita’s Cooling Centre’, where the volume of milk of each 
‘samity’ (group of farmers in specific location) is recorded along with the quality 
standard on the basis of fat content. Thus, quality is recorded for the bulked 
amount supplied by each ‘samity’, and any quality difference between individual 
members of a ‘samity’, thus, is not possible to consider. Price is fixed by the 
central office of ‘Milk Vita’ on the basis of fat percent of milk, and payment for 
milk is made to the ‘samity’ weekly in arrears. The milk price policy based on 
compositive factors addressing the milk quality and milk price is extremely 
crucial, which might be adopted for improving the performance of the 
‘MilkVita’. 

Challenges of Dairy Cooperatives 

Overall Challenges 

Cooperative dairy management is a proven method for rapid development of 
dairy industry in developed, developing and self-developed countries of the 
world. Cooperative dairy management is a milestone in the development of the 
dairy industry in Bangladesh. However, in order to achieve self-sufficiency in 
milk production in line with the overall development of agriculture and to meet 
the minimum needs of this large number of people, the delay in adopting a 
timely and practical national dairy development policy and its implementation 
is a major obstacle to the desired development of dairy industry in Bangladesh. 
It is a fact that in order to achieve self-sufficiency in milk production and meet 
the minimum needs of 250 ml of milk per capita for the large number of people, 
country have to wait for a certain period of time after adopting and 
implementing a well-timed and pragmatic plan.  

On the other hand, relaxation of the Dairy Cooperative Act and non-
establishment of the desired secure market system with the official patronage of 
the conventional national milk production policy, the failure to take visible and 
effective steps to ensure the presence of liquid milk and dairy products in the 
daily diet of all levels of the public, including children and the elderly, with 
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domestic and foreign assistance, has resulted in the lion's share of milk marketed 
through processed establishments and informal supply chain. As a result, the 
organization is struggling to achieve its real goals and is struggling to create a 
representative position in the country's emerging economic development. 

The issue of safe food production in the country is overly sensitive during the 
transitional period of transition from the list of least developed countries. It is 
assuming that the formulation of the policy will promote new rates for the 
production of safe liquid milk and dairy products in the country. However, since 
the policy formulated is not fully compatible with the policy of production of 
processed liquid milk and dairy products produced in developed countries of 
the world, it will not be possible to export processed liquid milk and dairy 
products produced in the country beyond the country's borders.  As a result, 
unexpected the trade gap between Bangladesh and abroad will remain until the 
dairy industry reaches its peak. 

Specific Challenges 

Shortage of Feeds/Fodder and Feed Cost 

Bangladesh is one of the most populous countries in the world. The grazing area 
is being reduced markedly every year due to industrial development resulting 
in shortage of supply of feeds and fodder for the cattle. Ever increasing gap 
between demand and supply in feeds and fodder limits performance of dairy 
animals. Moreover, provision of poor quality of forage to dairy cattle restricts 
animal production system. The low capability of purchasing feeds and fodder by 
the small and marginal farmers and agricultural laborers engaged in dairy 
development result in inadequate feeding. The marginal and poor farmers use 
most of their agricultural land for their own food supply and do not use the land 
for cultivating high yielding fodder to meet the demand for cattle feed as 
roughages. On the other hand, most of the compound feed ingredients are 
import based as to meet the demand of concentrate feed required for high 
yielding cows, leading to increase feed production cost. As a result, the 
difference between the cost of milk production and the income from dairy farms 
is not spectacularly promising.  

Quality and Pricing Policy of Liquid Raw Milk  
The quality of liquid milk refers to its physical, chemical, and microbiological 
standard standards, which are closely related to the health of the cow, supply of 
essential nutrients and milking and storage in a healthy condition. Moreover, the 
quality of liquid milk depends on the variation of factors such as animal species, 
age, ambient temperature, lactation period, etc. The quality of dairy products 
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produced depends on the quality of liquid milk. However, very few researches 
have been carried out so far to determine the quality of liquid milk and to add 
economic drivers to the development of liquid milk standards in the country's 
formal supply chain, i.e., to pay higher prices for high quality milk and lower 
prices for quality milk. The pricing system is based on considering few 
qualitative parameters of raw milk in the formal chain in Bangladesh for long 
time, which does not meet the standard of world harmonization of food safety 
as a prerequisite to protecting consumers' health and the fullest possible 
facilitation of international trade. Even though global harmonizing seems to be 
very cumbersome, this is crucial for global food safety and security, public 
health, and international trade. 

Volatility in Demand of Milk Marketing 

It is ironically true that dairy market in Bangladesh is characterized with absent 
of a unique pattern of production, processing, and marketing/consumption of 
milk, incomparable to any large milk producing neighboring country due 
prevailing facilities by government to import of low-quality milk powder. The 
main constraintthat cooperative milk producers seek to overcome by acting 
collectively is the selling of their milk in Bangladesh. The need to be assured of 
a secure market is a real one. The volatility of market demand of milk in formal 
chain is the only constant barrier in collecting, processing, and marketing of the 
milk and products derives from milk. Moreover, repeated revealing of several 
research works on milk quality and presence of carcinogenic elements in milk by 
different organizations have skewed negative clouds over sky of dairying in 
Bangladesh in the past, but recent years, making the situation worse to worsen. 
This is demand of the day to create an emerging market place under 
dairycooperative for selling and consuming safe milk to combat the pandemic 
COVID-19 and for creating of a brilliant nation by direct assistance of 
government. 

Choice of Appropriate Breeds and Breeding Management 

A breeding policy aims at long term development of breeds for a given context 
essentially has three main components: choice of breeds for development, 
strategy for multiplication and dissemination of the chosen breeding materials, 
and the regulation of protection of breeding materials and quality control. The 
National Livestock Development Policy 2007 recommended Holstein-Friesian 
for high and medium input system, while a decision on the choice of Jersey has 
been put on hold for further experiment. Red Sindhi and Shahiwal have been 
recommended for low-cost dairy production system and other potential local 
breeds (Red Chattagram Cattle, Improved Pabna Cattle) are recommended for 
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breeding with native cows. The artificial insemination service is the key tools 
which had been well adopted among the cooperative farmers since the 
establishment ‘Milk Vita’ for exponential extension and growth of the 
organization. Consequently, farmers use more likely to adopt artificial 
insemination service because the farmers want to upgrade their dairy cattle via 
introduction of exotic blood.  On many consequences of productive and 
reproductive performances of Jersey and Friesian dairy cattle, ‘Milk Vita’ initiate 
the production trend for 60% Jersey and 40% Friesian semen from 100% pure 
breeds, although, there has been yet no semen screening technology adopted by 
the organization. Animal identification, registration and milk recording systems 
for implementing breed improvement program successfully in the field are yet 
to operate in Bangladesh. Due to lack of adequate knowledge on keeping 
breeding records, selling, and buying tendency of dairy cattle by the cooperative 
farmers and even absent of insight research works on breeding and 
managemental issues; late maturity, anestrus, repeat breeding and mastitis 
noticeable as threats now a days among the cooperative areas.  

Animal Health Care Services 

Apart from genetic quality of animal and feeds, the other most important factor 
that affects animal production is the animal health services, which are not 
adequate in the country. Shortage of frontline veterinarian staff is severe and 
since they are the direct links with producers, both quantity and quality of 
services are very scanty. Department of livestock Services has been the principal 
provider of veterinary services including artificial insemination in the country. 
‘Milk Vita’ provides limited amount of veterinary and extension services to its 
members in limited areas. Although provision of drugs and vaccines are 
supposed to be free or be provided at subsidized price by the government, due 
to budget limitations these are inadequately stocks in clinics, so while 
prescription may be provided free, farmers most of the time requires buying 
drugs. However, the manpower for the veterinary and health care services at 
field level is highly inadequate.   

Role of Formal Processing Sector 

It has been found that the formal processing sector is still fairly small and the 
enterprises operate in high potential milk sheds in the country leaving producers 
in the rest of the country delinked from the expanding urban markets. Moreover, 
other than ‘Milk Vita’, all other processors use traditional milk traders as 
collection agents. If formal processing sector is serving as driver or pull factor for 
development of the dairy sector, then it is imperative that processors should 
share responsibilities with the public sector for investing in the creation of 



 

 36 

physical infrastructure and provision of inputs and services (genetics, feeds, 
veterinary and extension services) for providing productivity. They should be 
given an assured market for the product as it is perishable and risky for the 
producers, and pay a remunerative price regularly to producers can continue to 
invest in operational expenses while improving livelihood.  

Public Investment and Credit 

National budgetary allocation to cooperative dairy is non commensurate with its 
potential contribution to national GDP. The sector also receives very little 
amount out of the government’s huge subsidy bill. Department of livestock 
services with the help of ministry could make a strong negotiation with 
respective ministry for larger allocation of revenue with development budget 
and credit supply, specially targeted to the poor in the sector. Strong advocacy 
is required backed by research-based evidence that larger allocation to the sector 
is in the best interest of the nation in relation to strengthen rural livelihood and 
nutrition security as continued neglect will increase independence on dairy 
import.   

Policy Support, Tax and Tariff 

Still there is no approved national dairy development policy for the cooperative 
and rural dairy farmers in the country. Analysis of the tax and tariff policies 
showed that there is no functional link between global price, urban retail price 
and producer price and that dairy market imperfection created by dairy 
importers and domestic processors made these policies ineffective to benefit 
producers and consumers. The National Livestock Development Policy 2007 did 
not shed much light on this issue.  

COVID-19 and Consequent Marketing Problem 

The recent outbreak of COVID-19 and its accompanying effects have severely 
affected an estimated 0.3 million dairy farms in Bangladesh. Along with the 
decrease in livestock production, the COVID-19 pandemic has also had a 
significant adverse effect on the supply chain. The lack of transportation facilities 
and the absence of value chain actors or middle-men have hampered the proper 
distribution, which has led to the deterioration of farm products and unexpected 
price down at the producer level. As milk is a perishable item, milk marketing 
channels have encountered problems very early on in this situation (Rahman and 
Das, 2021). It was observed that retail prices of milk and milk products decreased 
by about 30-40 percent in the rural areas. Bangladesh Dairy Farmers' Association 
claimed that about 12–15 million liters of milk have remained unsold, which has 
caused an estimated daily loss of BDT 570 million (6.7 million USD) in the dairy 
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sector during the first wave of the pandemic in 2020 (Alam, 2021). Although the 
Department of Livestock Services has been playing a significant role to bridge 
between producers and consumers for marketing liquid milk without 
involvement of the middleman the loss of the dairy sector might have increased 
during the second wave of the pandemic in 2021. 

Environment Friendly Dairy Production 

Livestock production is usually criticized for its contribution to global climate 
change by emitting greenhousegas (GHG), either directly (from enteric 
fermentation and manure management) or indirectly (from feed production and 
the processing and converting of forest into pasture). The major GHGs from the 
livestock sector are carbon dioxide (CO2), methane (CH4) and nitrous oxide (N2O) 
throughout the production process. Methane emission from the enteric 
fermentation of ruminant livestock is a main source of greenhouse gas (GHG) 
emission and a major concern for global warming. Methane emission is also 
associated with dietary energy lose; hence, reduce feed efficiency. Due to the 
negative environmental impacts, methane mitigation has come forward in last 
few decades. 

Education, Research and Training 

A vigorous education, empirical and advance research and training programs on 
good dairy practices could result in the production of safe dairy products, but to 
succeed they have to be participative in nature. In this regard, education, and 
training of all the employees is essential so that they understand what they are 
doing and develop a sense of ownership. However, developing and 
implementing such programs in the cooperative dairy sector requires a strong 
commitment from the management, which at times, is a stumbling block. 

Economy of Scale and Rural Livelihood 

The majority of the cooperative dairy farmers, as like with national dairy herd 
size, are belonging to small scale (landless) or marginal dairy, which is being 
focused more on the maintenance of the rural livelihood rather to make the 
economy of scale. This is also embedded with the food security, employment and 
rural development, but can be in conflict with modern dairy sector development 
(milk quality, production efficiency, waste management), which are in return act 
as constraint for the cooperative expansion in an economic way for increasing 
the cooperative network in Bangladesh.  
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Social Interactions between Farmers and Processors  

With current dairy cooperative model, social interactions among the cooperative 
dairy farmers and dairy processing organization have very weak social bondage. 
Increasing social linkage between farmers and processors would increase the 
social sustainability of the dairy farmers, which are not up-to-the mark with the 
existing cooperative model (Uddin et al., 2010).  

Farming System Network and Dairy Database 

Farming system network is one of the promising ways to improve the farming 
conditions in one hand and on the other hand, it will bring multi-stakeholders in 
the same platform. All of those together can generate knowledge, which 
ultimately makes a good solution on the specific problems. In Bangladesh, there 
is no mechanism or methodology which can address more than one issue in the 
same research questions and context. The dairy enterprise, including private, 
cooperatives, government and other corporate farms need real time farm related 
information, actual situation of the input and output market and to some cases 
business strategic decisions. A good database on dairy sector which is built and 
validated through proper methodology is also missing. The farming system 
network, more particularly, dairy network might solve this issue.  

Recommendation and Way Forward 
• Small-scale producers face higher marketing and transaction costs, and 

they derive significant benefits from participation in contract farming.The 
basic mechanism of the cooperative dairying in Bangladesh is formation 
of productive work, and the socioeconomic development of village 
livelihood, infrastructure development, easy transportation, and the 
stability of the marketplace for increasing consumption of safe milk and 
milk products with a reasonable price through establishing and strengthen 
formal milk supply chain. There need to be finalized National Dairy 
Development Policy and establish a statutory institution like National 
Dairy Development Board (NDDB) with government assistance to fulfill 
all essential aspects by a time bounded strong action plan of work.   

• Milk production should be target oriented and time bounded accordingly 
with other agricultural sectors. In order to achieve the targeted milk 
production in 2031 (20 million Tons per annum) and 2041 (30 million tons 
per annum) according to Bangladesh Perspective plan 2021-2041, there 
need to allocate a fruitful budget and soft loan for facilitating small scale 
cooperative dairy farmers as well as increasing production and expansion 
of processing equipment’s and developing of variant milk and milk 
products. 
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• Besides allocation of ‘bathan’ (river basins with pasture grazing land) land, 
a strategic plan of work should be taken in the proposed national dairy 
development policy integrating with the Department of Agricultural 
Extension and Department of Cooperative for cultivation of fast growing 
and high yielding fodder among dairy cooperative zones to minimize the 
feed cost by cultivating fodder by landowner. Using this cultivated fodder 
by small scale cooperative dairy farmers who have no land of his own. 

• Per capita milk availability and consumption of milk should be increased 
by taking initiative mass awareness program by the stakeholder, media, 
public and private enterprises. It would be a better initiative by 
government to emphasis on creating an action plan of force feeding of safe 
milk to growing children through school milk feeding program with the 
financial assistances of Ministry of Finance, Ministry of Education, 
Ministry of Local Government and Rural Development and Ministry of 
Fisheries and Livestock. 

• Long term development of dairy cooperative sector will require adoption 
of a scientifically based breeding policy involving choice of breeds in a 
larger array composed of both exotic and locally adaptive breed based on 
a number of criteria that experts, policy makers and farmers have shown 
as relevant. Appropriate infrastructure and regulations also need to be in 
place for proper pregnancy testing and recording for cumulative 
improvement of the genetic makeup of the national dairy herd. 

• Among the nutritional strategies of CH4 mitigation, dietary manipulation 
is a simplistic and pragmatic approach that can ensure better animal 
productivity as well as a lower CH4 emission. The availability of quality 
forages is one of the important factors that support sustainable dairying 
and clean air production. Existing mitigation strategies for dairy include 
the use of high-quality forages and increased use of grains that reduce 
methane emission by manipulating rumen fermentation.   

• One of the successful dairy networks is International Farm Comparison 
Network (IFCN), which is located in Germany is connected with over 110 
countries dairy research and farming system, its database and connecting 
the global dairy companies and number of pioneer institutes. Considering 
this success, Integrated Dairy Research Network (IDRN), Department of 
Animal Nutrition, Bangladesh Agricultural University has been in well 
progress with the support from Ministry of Education and Bangladesh 
Agricultural Research Council (BARC) under NATP-2 CRG project.The 
major role that should be aimed within the small holder dairy network is 
to apply the standardized methodology for the data collection, data 
validation, analysis and making comparison across the regions nationally 
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and then connect to the global farming system/dairy network. This would 
help for the benchmarking dairy cooperatives with other farmers in the 
country as well as globally.  

• The cooperatives dairy must apply the standardized methodology for 
estimating the cost of milk production, thus, identifying the factors that 
drive the profitability for sustainable cooperative model in Bangladesh. 
The cooperative dairy system should be characterized with extensive and 
intensive advanced research and training works oriented with 
government and international organizational assistance for greater its 
development in the context of Bangladesh. The milk pricing system must 
be based on the elaborated quality parameter rather only the fat percent 
and also ensure the sufficient economic incentives for the farmers for 
producing good quality milk.  

• Encourage formal sector leading processors and producers to bring small 
holder producers in the development of commercial dairy production. 
Successful schemes or institutional arrangements for inclusion of small 
holders in the value chains through variants of contract farming, 
cooperatives or other forms of integrator have been essential  

• Extensive dialogue among stakeholders, policy makers, private and public 
sector processors, importers, traditional traders and smallholder 
producers will be necessary to highlight tax and tariff distortion and create 
awareness among stakeholders that proper application of tax and tariff as 
tools is essential for long term dairy development in the Bangladesh. A 
safeguard for the smallholder producers should be placed in the policy 
regarding subsidy during emergency period like global pandemic of 
COVID 19. 

• An effort may be made to retrain all willing field level veterinary 
professionals (paravets, animal health workers from public and private 
enterprise, artificial inseminators etc.) trained in the past and involve in 
the animal health services by offering a standard compensatory course 
approved by the Department of Livestock Services and Ministry of 
Fisheries and Livestock as well. 

Conclusion 

The cooperative has functioned as instrument of change, accelerating the pace of 
economic development of the country. In Bangladesh, the annual milk 
production has increased from 2.37 million tons (2009-2010) to 10.68 million tons 
(2019-2020), displaying an average growth rate of 8.80 percent (using linear trend 
function). Now the per capita availability of milk is 175 ml/day against the 
standard requirement of 250 ml/day. Although the production has increased 
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significantly last couple of years the availability of milk is far behind than 
developed countries. The global milk consumption (ml/h/d) of Netherlands, 
Turkey, New Zealand, Brazil, Pakistan and India is 935, 531, 376, 408, 501 and 
231, respectively. Moreover, in Bangladesh Perspective Plan 2021- 2041, 
Bangladesh has set a target of producing 20 and 30 million metric tons of milk in 
2031 and 2041, respectively to meet the per capita requirement of 270 ml/day and 
300 ml/day respectively, which need a modest growth rate of approximately 5.5 
percent in 20 years from 2021-2041.  

The major constraints in the dairy cooperatives are milk marketing, poor 
genetics, feeds and fodder, lack of animal health and artificial insemination 
services, quality of raw milk and involvement of the middleman in unorganized 
dairy sector. Changing the dairy cooperative laws and regulations with 
appropriate dairy policy can reduce the unorganized sector’s role in milk mar-
keting. Strengthening the infrastructure for milk collection, transportation, 
processing, packaging, pricing and marketing through dairy cooperatives can 
also change the minds of the milk producers. Producers are not receiving a 
remunerative price for their produce because of the presence of middlemen in 
milk marketing. By reducing the number of middlemen between producer and 
consumer, the consumers’ share to the producer can be increased. Producers’ 
bargaining power will take in place by the establishment of proper infrastructure 
for transportation, distribution, and storage which make milk marketing easier. 
Finally, we can overcome these challenges by strengthening the dairy 
cooperatives by introducing superior genetics, improving liquid milk quality, 
product development, infrastructure-support development, and global 
marketing. 
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Introduction 

The Kingdom of Bhutan is a tiny land-locked nation in Asia, located in the 
eastern Himalayas between latitude of 26° 40’and 28° 20’north and longitude 88° 
45’and 92° 7’east. It is bordered by China to the north and the Indian states of 
Sikkim, West Bengal, Assam and Arunachal Pradesh to the west, south and east. 
The landscape of the country is mostly high rugged mountainous with deep 
networks of valleys and ravines, formed by rivers and streams, between the high 
mountain ranges aligned north-south, draining the catchments from the high 
altitudes in the north to the plains in the south. The elevation varies from 100 
MASL (meter above sea level) in the southern foothill to more than 7000 MASL 
in the northern mountains. Climatic condition in Bhutan varies as its altitudes 
and is affected by monsoons. It is humid and subtropical in the southern plains 
and foothills, temperate in the inner Himalayan valleys of the southern and 
central regions, and cold in the north, with year-round snow on the main 
Himalayan summits. It can be classified into six agro-ecological zones (Table 1) 
namely Alpine, cool temperate, warm temperate, dry subtropical, humid 
subtropical and wet subtropical (DoFPS, MoAF, 2017).  
Table 1. Agro-ecological zones of Bhutan 
Name of agro-
ecological zone 

Altitude 
(meter) 

Monthly temperature range (0C) Yearly rainfall 
(mm/year) Maximum Minimum Mean 

Alpine 3600-4600 12 (-)0.9 5.5 <650 
Cool temperate 2600-3600 22.9 0.1 9.9 650-850 
Warm temperate 1800-2600 26.8 0.1 12.5 650-850 
Dry sub-tropical 1200-1800 28.7 3 17.2 850-1200 
Humid sub-tropical 600-1200 33.8 4.6 19.5 1200-2500 
Wet sub-tropical 150-600 34.6 11.6 23.6 2500-5500 

Source: RNR Research Strategy and Plan document, MoA (1992) 
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Bhutan is divided into twenty administrative Dzongkhag (district), further 
subdivided into 205 Gewog (sub district). The country has a total population of 
748,931, with population density of 19.5 people per sq. km and the median age 
is 28.4 years (NSB, 2020).  Official language is Dzongkha and currency is 
Ngultrum (Nu). In the year 2020, the country’s GDP stands at Nu 178,201.89 
million with Per Capita GDP of 240,270.48 million.  Agriculture, Livestock & 
Forestry commonly called as “Renewable Natural Resources” (RNR) sector 
contributes 15.82 percent (NSB, 2020). 

Over the years, Bhutan has seen a rapid agricultural transformation, from a 
nomadic farming to a sedentary, modern and increasingly productive farming. 
Majority of the total population are subsistence farmers and depend very much 
on agriculture and livestock for their livelihoods. As such livestock plays an 
integral role in the farming systems and are an indispensable part of the 
agricultural production system in the country.  Livestock are raised for various 
reasons including milk, egg, meat, and manure production and draught power, 
as a source of income and as assets (MoAF, 2020). Livestock is vital to improve 
rural livelihood, secure household food and nutrition security and boost income. 
It is estimated that approximately 70% of the population are engaged in 
agriculture and over 90% of the population rear livestock (RNR-SD, 2019). 
Among the livestock (Table 2) reared, cattle are the most numerous livestock 
available and constitute 74.7% of the total ruminant population. Yaks, Zo-Zom 
are predominantly found in the highlands of alpine zones, while other categories 
are spread across lower lands.  

Table 2. Trend of livestock population in Bhutan 

Animal Year 

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 

Cattle 309277 302939 298916 302526 301331 302744  303297 303250 298916 302589 

Mithun 1198 571 1559 624 1173 742  577 502 418 453 

Yak 40374 43144 38011 39543 37412 38222  40438  41528  41463 41918 

Zo-zom Not 
available 

3288 5260 6297 7581 8269  9179  8806  9581 9904 

Buffalo 928 851 740 691 574 586  532  550  531 475 

Equine 23423 23344 22600 22692 21221 20253  18890  18211  16820 16792 

sheep 12699 12459 10783 9917 10778 11410  11277  10444  10786 11466 

Goat 43134 43734 39019 39264 48864 41983  39513  42689  43839 47735 

Pig 19711 21170 19191 15373 14204 15727  15324  18815  21200 20070 

Poultry 349004 434576 549733 551185 550715 638501  1038553  1118178  1099493 1299810 
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Among livestock, dairy farming has gained its popularity and has remained the 
main activity of farmers across the country. Farmers earn livelihood by rearing 
dairy cattle and derive a major portion of income through sale of milk and its 
allied products (Choden et al., 2017). Dairy animals accounts for over 78% of the 
total livestock population in the country and owned by 76.96% of the rural 
households (RNR-SD, 2019).  Population of crossbred dairy cattle shows an 
increasing trend, while locals have slightly declined over the years (Figure1).  

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1.  Milking cattle population trend in Bhutan 

As of December 2019, there are approximately 302,589 cattle heads in Bhutan. 
The trend in cattle population (2010-2019) shows a distinct shift in composition 
of dairy stock in favor of crossbred cattle, as their numbers increased by 86,000 
(261%) in 2019. Increase in crossbred cattle population is one of the driving forces 
for enhancing milk production (Table 3).  Average milk production of crossbred 
population increased by 74% (5.8L/cow/day (2000) to 7.8L/cow/day (2020) in 
farms of Dairy Farmers Group and cooperatives (Choden et al., 2019; Rai et al., 
2020). The rate of growth in milk production over the years have been impressive 
with increase by 151% (Figure 2) indicating that milk production remained more 
or less resilient to vulnerability of rising feed and other input prices. 
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Table 3.  Milking animal population trends over the years in Bhutan 

 

 

 

 

 

 

 

 

 

 

Figure 2.  Trends of domestic milk output 

Annual milk production increased to 57,546 MT (2019), resulting in annual gross 
returns to farmers of Nu.2.30 billion (@Nu 40/L), which is substantial for a small 
economy. Fresh milk self-sufficiency ratio (SSR) increased from 63% in 2012 to 
100% in 2019 (DoL, 2019), dairy products SSR 93% (MoAF, 2020), per-capita milk 
availability increased from 113gm (2012): 206.6gm/day (MoAF, 2020). 

Breed of milking 
animal 

Years 
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 

Jersey Pure breed 492 699 463 625 552  1167  1269  1491  1377 1562 
Jersey Cross breed 14656 14868 16355 18128 21101  23819  25894  28877  31744 34525 
Brown Swiss pure 
breed 

31 37 40 2 46  90  37  36  2 5 

Brown Swiss Cross 
breed 

1246 1019 1232 1209 1046  1048  1257  1230  1030 1240 

Holsten-Friesian 
breed 

NA NA NA NA 25  127  214  273  392 456 

Mithun 207 66 84 72 270  108  23  38  8 17 
Jatsha-Jatsam 9444 8083 8848 9698 8792  9491  9430  10020  10058 9729 
Yangku-Yangkum 5847 5924 5722 6247 6464  6683  6517  6922  6911 6960 
Doeb-Doebum 2418 3388 1483 1595 1761  2077  2110  2176  2235 1781 
Doethra-Doethram 3858 2796 3458 2881 1660  2116  2316  2582  2624 2508 
Nublang-Thrabum 20711 21587 22011 22572 22553  21618  20397  20002  19314 19338 
Jaba 880 570 659 808 485  426  343  327  380 446 
Buffalo 209 189 158 151 112  127  124  135  111 126 
Yaks 9973 11005 9339 9753 8735  9541  10158  10521  10401 11000 
Zo-zoms NA 890 1714 2284 2856  3034  3338  3386  3818 3658 

Source:  Annual Livestock Statistics (2010-2019), Department of Livestock  
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The Government has provided enabling policy and effective support services to 
accelerate dairy development in the country. As such, over the last few decades, 
the dairy sector witnessed major advances in dairy production.  In the last 
decade, production figures in 2010 for milk, butter and cheese (major dairy 
products) stand at 25719.91MT, 1262.45MT and 2222.4MT, respectively (Table 4). 
By 2019 the corresponding figures have changed to 57546MT, 2126MT and 
4090.5MT.  This was an increase of 123.74, 68.41 and 84.06 percent for milk, butter 
and cheese, respectively (Livestock statistics 2010-2019). The boost in domestic 
dairy production during the past periods are mainly attributed to adoption of 
improved farming practices and technologies, rearing high yielding animals 
with efficient animal health and extension delivery services in the field.  

Table 4.  Trends of dairy products consumption in Bhutan 

Year Butter (MT) Cheese (MT) Chugo (MT) 

Produced Consumed  Sold Produced Consumed  Sold Produced Consumed  Sold 

2010 1262 561 552 2222 1018 1201 89 16 73 

2011 1358 841 516 2185 1094 1092 148 14 134 

2012 1207 595 613 2300 1110 1190 743 144 599 

2013 1322 629 693 2382 1037 1345 138 25 113 

2014 1409 573 801 2702 1032 1475 357 23 223 

2015 1629 663 966 3471 1306 2164 206 76 130 

2016 1711 677 1033 3667 1332 2336 121 13 108 

2017 2053 866 1187 4298 1684 2614 148 14 133 

2018 1948 789 1160 3953 1464 2489 175 23 152 

2019 2126 638 1488 4091 1227 2863 182 55 128 

Source: Livestock Statistics (2010-2019), Department of Livestock 

However, dairy farming in Bhutan is generally a smallholder system with herd 
size of 1-5 cows and operations take place at individual household level. For an 
individual household, due to the small farm size and limited landholdings, it 
may not be cost effective to upscale production vis-à-vis the prevailing 
marketing constraints (Choden et al., 2017; Dendup et al., 2018). Although, such 
a scale of production provides some nutritional benefits to the family, there is 
limited surplus for the market. Lower level of market orientation and 
commercial ventures in milk production, small scale of milk production for a 
majority of households dominates dairy production system (Rai and Norbu, 
2011).  
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Dairying through Farmers’ Institutions (DFGS & DFCS) 

Mobilization of smallholder dairy farmers into groups to transform subsistence 
farming into more market-led operation has been recognized as an appropriate 
approach in sustainable rural development in the country. Hence, considering 
the benefits, farmers’ group (FG) development formally started in the country 
after enactment of the Cooperatives (amendment) Act of Bhutan 2009 (CAB, 009), 
although, few informal groups existed in early 1990s. Cooperative development 
gained momentum since 2010 (Dendup et al., 2018). In 2020, there are 596 farmers 
groups and 86 cooperatives, out of which 242 are dairy farmers’ groups (DFGs) 
and 18 are dairy farmer co-operatives (DFCs) with 6498 primary members 
spread across the country (NDRDC, 2020). To achieve the national aspiration of 
food and nutrition sufficiency, dairy sector growth is also focused in groups and 
cooperatives to ensure sustainability of investments, collective marketing, 
optimizing on economies of scale thereby contributing to the achievement of the 
goal of improving socio-economic wellbeing of dairy farmers. Efforts are 
underway to link small holders’ producers to market, with support to increase 
volume of production and adequate facilities at strategic locations. With the 
institutionalization of dairy groups and cooperatives, the farmers were more 
organized to produce and market substantial volume of dairy products and 
generate income. Infrastructure development, post production technology and 
marketing support are provided to process and market the products. Focus is 
also given on diversification of dairy products and currently products such as 
butter, cheese, yoghurt, Ice-cream, buttermilk, paneer and so on are increasingly 
available in the market.  

Definition of Farmers Institutions (DFGS & DFCS) 

According to (CAB, 2009), farmers groups are defined as group of not less than 
three members deriving economic benefits from one or more enterprises related 
to RNR sector. Co-operatives means as association of persons united voluntarily 
to meet their common economic needs and aspirations through a jointly owned 
and effectively governed enterprise. Members mean the owners and patrons of 
the co-operative. So, farmers groups and cooperatives doing dairy related 
enterprises are referred here as dairy farmer groups (DFGs) or dairy farmer 
cooperatives (DFCs). The organogram of dairy cooperative in Bhutan is 
presented in Figure 3. 
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Figure 3.  Organogram of the DFGS & DFCS 

Principles 

The groups and cooperatives function on the values of self-reliance and self-
management founded on the basis of voluntary initiatives, equality, equity and 
solidarity and also on the ethical values of honesty, openness and caring as 
prescribed in CAB (2009). 

Farmer Groups and Cooperatives in Bhutan follow the universally accepted 
principles of co-operatives i.e., voluntary and open membership, effective 
member governance, member economic participation, autonomy and 
independence, education, cooperation among cooperatives and concern for the 
community as prescribed in CAB (2009). 

National Policy 

Farmer institutions are mandated to get registered with the Department of 
Agricultural Marketing and Cooperatives under the Cooperative (Amendment) 
Act of Bhutan, 2009 and have to comply with the Cooperatives Rules and 
Regulations of Bhutan, 2010. The formalities for getting registered are specified 
in the “Guidelines” for registration of Farmer Groups and Cooperatives, 2010. In 
the registration and monitoring of the Farmer Groups and Cooperatives, the 
Department works closely with the RNR officials in the field. Technical 
backstopping for DFGs & DFCs is provided by the respective Regional Livestock 
Development Centers (RLDCs) in four regions namely Eastern, West Central, 
East Central and Western. The head of the DAMC, the Dzongkhag Planning 
officers and the Gewog Administration officers are the National Cooperative 
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Registrars, the Dzongkhag Cooperative Registrars and the Gewog Cooperative 
Registrars, respectively. Presently, the CAB, 2009 is being revised and current 
issues are being addressed through policy change proposal. These are as follows: 

• The proposal to impose fines for failure to furnish information, non-
renewal of certificates; maintain proper books of accounts, etc. 

• The mandatory requirement to upgrade farmer groups into cooperatives 
once the no of membership crosses 15 (fifteen).  

The Rules on the Fiscal Incentives Act of Bhutan 2017 offers the following 
incentives to “Farmer Groups and Cooperatives” 

• Income tax holidays of 10 years; 
• Waiver of income tax on interest income earned by financial institutions 

through preferential lending to Co-operatives; 
• Sales Tax and Custom Duty exemption on plant and machinery, 

permissible raw materials and primary packaging materials. 

The DAMC has a Co-operative Business Development Scheme (C-BuDS) and its 
associated guidelines in order to ensure a transparent and effective support 
provision and delivery system of value addition equipment on cost-sharing basis 
(80:20, wherein 80% is supported by the Government) to farmer groups and co-
operatives.   

The DAMC also supports groups and Co-operatives in the establishment of 
market infrastructure such as milk processing units, sales outlet, etc. which is in 
accordance to the Guidelines for the establishment of Market infrastructure. 

Working Modalities of DFGS & DFCS 

As per their convenience in operating and in accordance to their business plan, 
DFGs and DFCs across the country operate in diverse ways (NDRDC, 2019): 

Collection and Marketing Model 

In this model, members of the DFGs and DFCs supply their milk to their 
respective Milk Collection Centers (MCCs).  From there, the milk is transported 
by their own or hired transporting vehicle and is marketed either by themselves 
or middleman/traders (can be a member or non- member) in the urban centers 
through sales counter, if available, or retailer or trader’s shop.  Members get 
assured payment on monthly basis on an agreed farm gate price of the DFGS & 
DFCS. Selling price is subject to market force. Expenses incurred are met from 
the gross income (sales X SP) and certain portion is deposited in the DFGS & 
DFCS saving account. Losses/risk/ profit margin is shared by the DFGS & DFCS 
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i.e., if operated by the DFGS & DFC Sthemselves, otherwise middleman/traders 
bear the expenses, loss, risk or benefits. 

Collection, Processing and Marketing Model 

In this model, members of the DFGs and DFCs supply their milk to their 
respective MCCs.  From there, milk is transported by DFGs & DFCs own or hired 
transporting vehicle to Milk Processing Units (MPUs). Milk is processed into 
products by the members themselves or hired staff and some portion is sold as 
pasteurized milk.  In some cases, middleman/traders (can be a member or non- 
member) are involved in its operation like transportation, processing and 
marketing. Products are marketed either by the DFGs & DFCs themselves or 
middleman/traders in the urban centers through DFGs & DFCs sales counter, if 
available or retailer or trader’s shop. Members get assured payment on monthly 
basis at an agreed farm gate price of the DFGs & DFCs. Selling price is subject to 
market force. Expenses incurred are met from the gross income (sales X SP) and 
certain portion is deposited in the DFGs & DFCs saving account. Losses/risk/ 
profit margin shared by the DFGs & DFCs i.e., if operated by the DFGs & DFCs 
themselves otherwise middleman/traders bear its expenses, loss, risk or benefits. 
This is the most common model found in the country.  

Supply Raw Milk to Middleman/ Private Dairy Entrepreneurs 

In this model members supply milk straight to middleman/dairy entrepreneurs, 
which in turn is processed and marketed. Members get assured payment on 
monthly basis on an agreed farm gate price negotiated with the middleman/ 
dairy entrepreneur. All operation starting from milk collection to marketing is 
done the entrepreneurs so does expenses, risk, loss and benefit. This type of 
model is found, where, there is assured market to absorb the milk. For instance, 
some in eastern region DFGs & DFCs supply the milk to a joint venture Foreign 
Direct Investment (FDI) company called Kofuko International Private Limited 
(KIPL). Similarly, some DFGs & DFCs in the western region supply to dairy 
entrepreneurs of the capital city Thimphu.  

Processed Products Marketing Model 

In this model individual members produce products at home and supply their 
products to a designated point, from where traders (can be a member or non-
member) collect and market in urban centers locally or other places. Members 
get assured payment on spot/weekly/monthly basis on an agreed farm gate price 
of the group. Selling price is subject to market force. Traders bear its expenses, 
loss, risk or benefits. Such type of model exists in places far away from urban 
centers and where there is no good road connectivity. This is least common form 
of model and is more prevalent in those taking up migratory practices. 
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General Characteristics of DFGs & DFCs 
• Largely subsistence (2-3 milking cattle) along with other livestock and crop 

production; 
• A structured marketing system has come into existence with the formation 

and expansion of DFGs & DFCs; 
• Operation and processing of dairy products are carried out either by the 

group members or by a hired staff and in some instances, with the 
involvement of middleman/dairy entrepreneurs; 

• Prices are normally set by the DFGs & DFCs themselves in consultation 
with the concerned stakeholders which are determined through 
negotiation and market forces; 

• In some instances, group activities are not restricted to the production and 
marketing of dairy products but are also involved in the sale of fertilizers 
and feed to group members; 

• Government supports establishment of infrastructures like MCCs, MPUs, 
Sales counters, etc. and also enhances the capacity building of members 
through trainings and study visits; 

• Government also provides subsidies in accordance to the approved cost 
sharing mechanism; 

• Groups have savings fund that is deposited into a joint bank account and 
loans are also provided to members. Support is also provided from the 
group fund to members during contingencies such as death, sickness, 
education, etc. 

Value Addition 

Milk collected by the DFGs& DFCs is marketed as fresh milk with the surplus 
being converted into products. Major products are local butter and cheese 
(datshi) as these are essential component of Bhutanese diet.  Other associated 
products such as Yoghurt, buttermilk, whey, ice cream, paneer, etc. are also 
made. 

Local butter is traditionally produced from natural soured milk and is unsalted. 
This practice still continues in farm houses and also in the various dairy farmer 
processing groups. The churning of butter is traditionally carried out in piston 
wooden butter churners and is a time-consuming activity. The DFGs & DFCs 
that process and market butter are equipped with modern small-scale stainless-
steel electric or hand operated butter churners and cream separators.  

‘Datshi’ or local cheese is manufactured from butter milk and is produced in both 
traditional farm houses and established MPUs. The product is shaped into a ball 
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with an average weight approximately of 250 gms, packaged and marketed. The 
other traditional dairy products are Chugo, Pheluand Zoethey. The Chugo is a 
variety of cheese that is manufactured from yak milk, while, Phelu and Zoethey 
are fermented cheese produced in the alpine region. The DFGs & DFCs produce 
small quantities of Chugo and Zoethey. 

Two small scale cheese units in Gogona, Wangdue phodrang and Bumthang are 
engaged in the production of Gouda type cheese. The groups in the locality 
supply raw milk to these units at an agreed farm gate price. These units however 
produce only a small quantity of cheese that is marketed to the urban centers, 
especially high-end hoteliers.  

Through the PPP framework, about 4000 LPD dairy processing plant has been 
established as a joint venture by the Druk Holdings and Investments (DHI). The 
Kofuko International Private Limited (KIPL), located in Trashigang in eastern 
Bhutan focuses on producing premium dairy products such as pro-biotic 
yoghurt, Gouda cheese, cheddar cheese and butter.  The milk is collected from 
the group members as well as general dairy farmers of the eastern region. 

DFGs & DFCs Contribution to Gross Domestic Milk Production and 
Income 

Details on DFGs & DFCs contribution to gross domestic milk production and 
income from sale of milk are presented in Table 5. The DFGs & DFCs contributed 
13.6%, 14.72% and 15.14% to gross domestic milk output while its share towards 
gross domestic income is 69.28%, 64.19% and 57.80% during 2017, 2018 and 2019, 
respectively. The report indicates that the income contribution of DFGs and 
DFCs is quite high in comparison to their contribution to milk production, 
showing that DFGs & DFCs sell most of the milk and generate cash income 
whereas domestic milk is either processed into products or consumed.  

Table 5.  DFGs & DFCs contribution to gross domestic milk production and revenue 
Variables 2017 2018 2019 
Gross domestic milk production (MT) 50013.576 52496.34 57546.77 
DFG & DFC milk production (MT) 6802.00 7729.52 8710.69 
DFGs & DFCs milk production share (%) 13.6 14.72 15.14 
Gross domestic milk sale (MT) 6448.29 8710.69 8710.69 
Gross domestic income from milk sold 
@41.6 (Nu in millions) 268.28 362.40 362.40 
DFGs & DFCs milk sale (MT) 4467.55 5388.81 4579.61 
DFGs & DFCs income from milk (Nu in millions) 185.87 232.63 209.46 
DFGs & DFCs revenue share (%) 69.28 64.19 57.80 
Average selling price of milk (Nu/kg) 41.48 43.04 45.60 
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DFG & DFC Profile and Annual Turnover of Major products 

The 2019-2020 progress reports of the DFGs & DFCs are presented here to give a 
brief scenario of the current status. Table 6 describes the DFGs & DFCs profile 
and annual turnover of major products (milk, butter and local cheese), collection, 
sale and price; cash flow to the members, gross income, group saving and 
employment generation of the DFGs & DFCs. The report reveals that as of June 
2020, there are 242 functional (224 DFGs and 18 DFCs) with an average of about 
28 members (range 4 - 279). DFGs & DFCs have on an average 41 milking cows 
(range 8 - 250). The DFGs & DFCs on an average collected 43872.42 liters of milk 
in one year, that accounts to 3656 liters monthly at a farm gate price of Nu 36.84/l. 
Over 90% of the milk are sold fetching an average selling price of 45.59/l. In terms 
of butter and local cheese, certain portion is processed from collected milk while 
some are directly collected from the individual members. In a year DFGs & DFCs 
on an average collected 1213.18 kg of butter @ 315.39/kg and sold 1181.66 kg @ 
333.69/kg. Average local cheese collected was 1698.52kg @Nu 296.65/kg and sold 
figure was 1645.14kg @ Nu 279.29/kg. Annually, DFGs & DFCs has an average 
gross turnover revenue of Nu 10.6 million of which Nu 1.45 million is ploughed 
back to the members directly through sale of milk and its allied products.  
Annually, DFGs & DFCs makes an average group saving of Nu 1.26 million. 
Around 2-3 people are hired by the DFGs & DFCs giving full time employment.  

Table 6. DFGs & DFCs profile and mean annual turnover for the financial year  
2019-20 

Variables N Western West central East central Eastern overall 
No of DFG&FC  - 69 43 32 98 242 
Members  - 24.94 30.65 30.28 28.62 28.15 
No of milking cows 146 56.1 47.87 49.00 33.39 41.45 
Milk collection (l) 160 62641.39 31361.76 67714.13 31185.83 43872.42 
FGP-milk (Nu/l) 129 40.61 42.50 37.17 32.06 36.84 
Milk sold (l) 112 64194.35 30097.08 14423.42 25132.93 39698.42 
SP-milk (Nu/l) 112 45.27 51.43 49.09 43.12 45.59 
Butter produced (Kg) 118 1024.85 752.20 2542.27 1169.03 1213.18 
FGP- butter (Nu/kg) 90 333.00 329.00 360.50 275.00 315.39 
Butter sold (Kg) 117 877.53 752.20 2542.27 1148.71 1181.66 
SP-butter (Nu/kg) 120 368.18 352.33 366.00 299.67 333.69 
Cheese produced (kg) 120 1410.96 1218.93 2494.28 1864.13 1698.52 
FGP- cheese (Nu/kg) 91 290.25 216.07 332.73 368.26 296.65 
Cheese sold (kg) 119 1155.84 1182.95 2494.24 1873.87 1645.14 
SP-cheese (Nu/kg) 119 339.32 236.73 346.67 259.00 279.29 
Cash flow to members (Nu) 192 2200031 885888 2365677 979648 1453447 
Gross income (Nu) 192 3458534 1096547 95757460 2003114 10573957 
Group saving (Nu) 59 1191159 108094 2269432 2179903 1263517 
Employment (Nos) 59 2.48 No report 2.30 2.23 2.34 

Source: Progress Report (2019-2020), NDRDC, Department of Livestock 
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Membership Status 

From the membership point of view, there was an increase of 20% from the initial 
establishment or registration to June 2020 (Figure 4). Membership is composed 
of both male and female, indicating dairy farming is a gender-neutral activity.  

 

 

 

 

 

 

 

 

 
Figure 4.  Membership status 
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• Disease outbreaks and social taboo to cull unproductive animals resulting 
in high maintenance cost of the farm; 

• Little or no investment in dairy research for evidence-based decision 
making. For example, price setting. 

Management Level 
• Inadequate expertise or technical knowhow limits product diversification, 

value addition and marketing often resulting in monotonous products 
“same products at a time”; 

• Difficulty in access to and inflated cost of raw materials, packaging 
materials and processing equipment for value addition, further 
aggravated by the pandemic; 

• Transportation difficulty due to the long and arduous distance to market 
because of poor road condition and distant settlements of members; 

• Inability to adopt quality-based milk payment system encourage 
deceptive practices (adulteration) and discourage adoption of good 
manufacturing practices (GMP) which ultimate affect primary producers, 
farmer institution as well as consumers; 

• Poor record keeping and reporting requirements constraints traceability, 
auditing, monitoring and evaluation and further planning; 

• Price setting is not evidence (research/market information) based, but on 
negotiation and trends of locality; 

• Lack of transparency in group fund management leads to loss of trust and 
confidence amongst some DFGs and DFCs; 

• Lack of commitment from the members results in poor group cohesion 
often leading to non-functioning or limited growth to form cooperative 
federations and unions; 

• Inadequate competency of office bearers leads to high dependence on the 
government officials for conflict resolution, capacity building, book 
keeping; 

• Groups that are not able to operate on their own depend on middle man 
and high profit margin is enjoyed by the middlemen. 

Initiatives Taken to Address the Challenges 

Dairy breed intensification program has been implemented to produce and meet 
demand of high-quality dairy cows/heifers through multipronged activities. 
These are as follows: 
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• Improvement in animal genetics to maximize herd production, welfare, 
fertility and longevity; 

• Increase in production and distribution of breeding inputs such as Liquid 
Nitrogen (LN2), bull semen and Artificial Insemination (AI) equipment 
and consumables; 

• Enhancement of semen production from progeny tested/genomic selected 
sires to support artificial insemination program; 

• Increase AI coverage through training and deployment of community AI 
technicians to meet demand of quality cows/heifers. 

To overcome feed and fodder shortage, in house-production of fodder like silage 
and hay making are being strengthened through demonstration/trials and 
logistic/infrastructure support. Initiated trials on “Feed Blocks”, “Total Mixed 
Ration” feeding and hydroponic fodder cultivation. Modern labor-saving 
devices like chaff cutter, agri-farm machines are introduced in collaboration with 
agriculture sector primarily for feed and fodder production. In this viewpoint, 
initiatives are as follows: 

• Emphasized capacity building in clean milk production and adoption of 
GMP by conducting training and study visits, producing media materials 
e.g., documentary on clean milk production; 

• Established and equipped infrastructures such as milk collection centers 
and milk processing units at designated points; 

• Provided subsidies on purchase of animal (cow/heifers), animal shed and 
equipment that prolongs the shelf life of the products such as, deep 
freezers, cool boxes, bulk coolers, etc.; 

• Product diversification and value addition using modern labor-saving 
devices and equipment are established and strengthened; 

• Currently a small laboratory dedicated to dairy related activities is being 
constructed for product quality assurance and standardization; 

• Enhanced capacity building on proper book keeping and group 
governance, social accountability; 

• Encouraged processing/value addition at source to avoid transportation of 
highly perishable goods like milk by supporting establishment of 
additional infrastructures; 

• Devised online data management system known as National Dairy 
Information System (NDIS) along with mobile app to collect field data for 
improved record keeping. This database has a feature that captures DFGs 
& DFCs information; 
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• The CAB 2009 is proposed for revision to further promote, strengthen and 
upscale farmer institutions and ensure proper book keeping and timely 
submission of information. 

Recommendations and Way Forward 
• Strengthen provision of adequate improved stock/ breeding inputs, animal 

health/nutrition services; 
• Encourage home fodder garden, utilize alternate feed source such as Total 

Mix Ration, enriched agro bi-products; 
• Encourage farmers to cultivate fodder crops on enterprising mode 

commonly known as “contract fodder grower”, rather than mixed 
farming; 

• Build capacity in the dairy farming community for profitable businesses; 
• Foster herd health management, control of endemic, epidemic and 

production related diseases; 
• Enforce farm biosecurity, improvement of milking facilities with 

improved animal housing and on-farm refrigeration of milk; 
• Strengthen monitoring and evaluation of the groups/coops and penalize 

or officially dissolve the non-functional groups and co-operatives; 
• Equip farmers with sufficient knowledge/skills on farm management and 

access to affordable credits to enhance their capacity to operate as dairy 
enterprises and benefit from economies of scale; 

• Strengthen data management system of the groups /coops and conduct 
timely auditing; 

• Adopt cluster village approach to encourage community participation in 
dairy research and development program; 

• Strengthen research/innovation and dissemination of accurate and timely 
information and technologies for informed decision making; 

• Strengthen DFGs and DFCs through formation of Dairy Federation for 
mass processing and standardized dairy products. 

Conclusion 

Many DFGs & DFCs are operating at varying degree of capacity and have 
improved the livelihood of the dairy farmers, primary members in particular. 
Workings in groups have contributed to higher milk output, revenue and food 
security by rearing good quality milking animals. With the various government 
interventions, dairy farming is seen as a very lucrative venture. Nonetheless, 
there are some constraints that continue to hinder dairy development. Though, 
DFGs & DFCs have the potential for growth and diversification, they continue 
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to rely on government /donor support for funds and expertise. Low adoption of 
improved dairy husbandry practices is resulting in inadequate and unhygienic 
milk production. Inadequate and rising price of inputs adds on the increasing 
cost of production. Lack of resources to invest in large scale dairy enterprise and 
subsistence nature of production system reduces economies of scale in dairy 
business. Lack of processing and cold chain facilities causes losses to the groups 
and cooperatives due to spoilage of products. Unproductive cattle competing 
with scarce fodder resources that affect productivity of the milking animals. Lack 
of good leadership skills, low transparency and less group cohesion are limiting 
the group growth and success. Amidst all the progress and challenges, 
continuous government support through strategic intervention is required for 
further advancement of the DFGS & DFCS. Active participation, commitment 
from the member with great sense of ownership, dynamic leadership in efficient 
operation of the farmer’ institution would make dairy farming not only a viable 
venture, but also contribute to national goal of achieving food security.  
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Introduction 

The Dairy sector in India has grown substantially over the years. As a result of 
prudent policy interventions, India ranks first amongst the World’s milk 
producing nations, achieving an annual output of 198.40 million tonnes during 
the year 2019-20 as compared to 187.75 million tonnes during 2018-19, recording 
a growth rate of 5.68%. FAO (Food Outlook, June 2021) reported world milk 
production will increase by 1.7 %, from about 906 million tonnes in 2020 to 921 
million tonnes in 2021 (FAO Forecast). This represents a sustained growth in the 
availability of milk and milk products for the growing population (Figure 1). 

 

 

 

 

 

 

 

 

 

 
 
 

Figure 1.  Milk production and per capita availability of milk during recent past 
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Dairying has become an important secondary source of income for millions of 
rural families and has assumed the most important role in providing 
employment and income generating opportunities, particularly for women and 
marginal farmers. The per capita availability of milk has reached a level of 406 
grams per day during the year 2019-20, which is more than the world average of 
around 305 grams per day in 2020. Most of the milk in the country is produced 
by small, marginal farmers and landless labourers.  

Economic Significance of Dairying 

Livestock sub-sector plays a vital role in the Indian economy and also in the 
socio-economic development of millions of rural households. Livestock is a 
principal source of draught power in rural areas and provides milk, meat, eggs, 
wool, hides & skins, manure and fuel. It is accounted for about 5.21% of total 
GVA of India (at current prices) and 28.36% of the GVA of Agriculture & allied 
sector. Although, the contribution of agriculture & allied sectors to the national 
GDP has declined during the past few decades, the contribution of livestock sub-
sector has remained stable. In real terms, the contribution of agriculture & allied 
sectors to the national GVA has been falling from a level of 23% in 1999-20 to 
14.83% in 2019-20. However, the contribution of livestock to agriculture & allied 
sector GVA has increased from 23.12% to 29.35% during the same period. 

Milk & milk products constitute a major share of the value of output from the 
livestock sub-sector; their share increased from less than 50% in 1950-51 to 
66.63% in 2019-20 (at current prices). Milk has become the single largest 
agricultural commodity in terms of the value of commodity produced. The value 
of milk output in 2019-20 was Rs. 8,38,797 Crore; surpassing total value of output 
from food grains (Figure 2). 

 

 

 

 

 

 

 

 
 
 

Figure 2.  Value of milk as compared to other cereal grains (2018-19) 
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Dairy as a Source of Livelihood 

Dairying plays an important role in socio-economic development of rural 
households in the country. About 80 million rural household are engaged in milk 
production with very high proportion being small & marginal farmers and 
landless.  

Livestock holding in general and milch-animal holding in particular, is far more 
equitable than landholding. About 86% of the total farmers are small and 
marginal, and they together own about 47.34% of farm land whereas they own 
about 75.24% of milch animals (Figure 3).  

 
 

 

 

 
 

 

 

 

 

Figure 3.  Category wise farmers’ landholding and animal holding 
(Source: Basic Animal Husbandary Statistics, DAHD) 

Small land-base encourages farmers to practise dairying as an occupation 
subsidiary to agriculture. Income from crop production is seasonal, whereas 
dairying provides year-round income and generates gainful employment in the 
rural sector. Therefore, it is an important economic incentive for the landless, 
small & marginal farmers particularly women to take up dairying as a source of 
livelihood.  Further, women contribute large portion of requirement of labour in 
dairying. The dairy sector is therefore an important vehicle for inclusive 
development in the country.  

Unlike leading milk producing countries in the world, large proportion of milk 
producers (about 95%) in the country hold 1 to 5 milch animals per household as 
a part of subsistence farming system. The livestock sub-sector contributes 
significantly to the rural income - about 26%, of which 78.3% is from milk in the 
case of the poorest farmers (farmers with less than 0.01 Ha of land holding) and 
about 12% in the case of all classes of farmers. About 67% of income from 
“farming of animals” is attributed to income from dairying (Figure 4).  
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Figure 4.  Source of income for rural households in India 
Source: NSSO (July 2012-June 2013) 

During 2003 to 2013, the share of income from “farming of animals” increased 
from 4.3% to 12%, while the share from both non-farm business and wages & 
salaries declined over this period. All these indicate that any intervention in 
dairying would directly contribute towards poverty alleviation and improve 
income of farmers. 
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available for sale to organised and unorganised players. Organised sector 
comprises of Government, Producers’ Owned Institutions (Milk Cooperatives & 
Producer Companies) and Private players which provides fair and transparent 
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of milk is higher among these unorganized groups. In the areas where 
competition is high and presence of formal sector is strong, they generally give 
higher prices and at the same time, they do not offer remunerative prices to the 
producers where organized sector is not present. 

Demand 

The drivers of demand for milk in India are: population growth, urbanisation 
and increasing per capita income. The consumption of milk has been rising, 
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commensurate with the increase in purchasing power of people, changing food 
habits & life-styles and demographic growth. Milk with its varied benefits is the 
only source of animal protein for the largely vegetarian population of the 
country. Further, factors such as increased consumer interest in high protein 
diets and increasing awareness & availability of dairy products through channels 
such as organised retail chain are also driving this growth.  

The milk consuming population has been consistently rising in the country both 
in rural and urban areas. According to Consumer Expenditure Survey (CES, 
2011-12) of NSSO, about 78% and 85% of rural and urban population respectively 
reported consumption of milk in the country. The growth in above factors 
indicates that the demand for milk & milk products will rise consistently in 
future. 

A recent study of milk demand in India was done by National Dairy 
Development Board under National Dairy Plan- I through M/s A C Nielson in 
2019. The study has shown results pertaining to present (2019) and future (2030) 
demand estimates for Milk & Milk products by means of household as well as 
non- residential interactions.  

Results of the Study indicated that the total household consumption of milk and 
milk products in 2019 was 161 MMT out of which total household consumption 
in Rural is 96 MMT (60 percent) and Urban is 65 MMT (40 percent). Out of 65 
MMT, MN+ (million plus) population cities are 30 MMT (19 percent of total 
consumption). The total estimated demand for milk and milk products in 2030 
in the country is 267 MMT. Out of total consumption, the rural sector has an 
estimated share of 57 per cent (152 MMT) and 43 percent (115 MMT) in Urban. 
The estimated per capita consumption of milk and milk products in 2030 is 404 
ml in rural areas and 592 ml in urban areas, whereas it is 468 ml at all India level. 
The growth in the above factors indicates that the demand for milk & milk 
products will rise consistently in future. 

Organised Sector 

Cooperative Sector 

The dairy cooperatives of India are comprised of three tier structures.  

Tier I: Village Cooperative Society 

The main pattern followed by Village Cooperative Societies in India is an 
“Anand model” village dairy cooperative society (DCS) of milk producers. Any 
producer can become a DCS member by buying a share and committing to sell 
milk only to the society. Each DCS has a milk collection centre where members 
take milk every day. Each member's milk is tested for quality with payments 
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based on the percentage of fat and Solids-Not Fat (SNF). At the end of each year, 
a portion of the DCS profits is used to pay each member a patronage bonus based 
on the quantity of milk poured. 

Tier II: The District Milk Union 

A District Cooperative Milk Producers' Union is owned by dairy cooperative 
societies. The Union buys all the societies' milk, then processes and markets fluid 
milk and products. Most Unions also provide a range of inputs and services to 
DCSs and their members: feed, veterinary care, artificial insemination to sustain 
the growth of milk production and the cooperatives' business. Union staff train 
and provide consulting services to support DCS leaders and staff. 

Tier III: The State Milk Federation 

The cooperative milk producers' unions in a State form a State Federation, which 
is responsible for marketing the fluid milk and products of member unions. 
Some federations also manufacture feed and support other union activities. 

The Current Status of Cooperative Sector 

At present, 228 dairy cooperative milk unions have covered about 172.8 lakh 
farmers under the ambit of 1.97 Lakh village level dairy corporative societies as 
on March 2021. The Cooperative Milk Unions have procured an average of 518 
lakh Kg per day of milk during the year 2020-21 as compared to 480 lakh per day 
during the same period in the previous year, reflecting an increase of 7.9%. The 
sale of liquid milk by the Cooperative Dairies was about 361 lakh litres per day 
during the year 2020-21 as compared to 371 lakh litres per day during the last 
year same period registering a decline of 2.7%. 

Milk Producer Companies 

NDDB Dairy Services (NDS), the wholly owned subsidiary of NDDB had 
facilitated incorporation and operationalization of 16 Milk Producer Companies 
(MPCs)  

As on March 2021, 16 MPCs were operational having 18,049 MPIs in villages s of 
eight states having membership base of 6.69 lakh (including 63% small holders 
having up to three milch animals) and procured an average volume of 28.98 Lakh 
Litres per Day of milk during the year. Women members in the MPCs constitute 
about 63%, significant part of it is contributed by nine MPCs, who have 
exclusively women membership.  

Under the collaborative agreement with the Tata Trusts/ DHANII, NDS has 
facilitated setting up 5 MPCs namely, Sakhi in Alwar and Asha in Pali Rajasthan, 
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Shwetdhara in Pratapgarh, Uttar Pradesh, Ruhaanii in Mansa, Punjab and 
Indujaa in Yavatmal, Maharashtra. 

Private Dairy Sector 

Post 1991, when the era of reforms in industrial licensing began, the private 
sector companies have made an impressive growth in building capacities for 
processing milk and milk derivatives. They made large investment in dairy 
sector creating capacities, which surpassed the combined capacity of the dairy 
cooperatives and the government dairies in the past 20 years. Some of these 
private players are now much larger than some cooperative dairies and they 
have huge potential for growth. Since private sector functions purely on 
commercial lines with an aim to earn maximum profit, the social responsibility 
towards farmers’ development is largely affected. The private players prefer to 
procure milk through vendors affecting the farmers’ getting remunerative price. 
However, growth in Private Sector provides market access to large number of 
farmers. 

Government’s Role 

Some of the major functions of the Department of Animal Husbandry & Dairying 
(DAHD), Government of India and its supporting body, National Dairy 
Development Board for dairy development in the country are outlined as 
follows:  

• To increase livestock production and productivity and increase the share 
of organised sector through improvement in procurement, processing and 
marketing of milk and milk products; 

• Trade policy relating to milk & milk products; 

• Monitoring of milk situation and policy decisions to maintain supply of 
milk & milk products to the consumers and reasonable prices for milk to 
the milk producers; 

• Approval of schemes/projects, review of progress, re-appropriation of 
physical & financial targets, audit and inspection, scheme/project 
governance, signing of loan agreements with external/ domestic agencies, 
hedging liability, repayment of external loans etc.; 

• Quality improvement of milk and milk products in compliance to FSSAI 
Act; 

• Formulation of national action plan and policy for implementation; 

• Collection and updating of requisite data for suitable policy interventions. 
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Major Challenges in Dairy Sector 

The major impediments of Indian dairy sectors are as follows: 

• Bringing the large section of unorganised dairy farmers into organised 
fold; 

• Feeding of imbalanced rations to animals that hamper full realization of 
genetic potential of animals, decrease fertility and increase inter-calving 
period. 

• Shortage of feed and fodder; 

• Large number of non-descript milch animals impeding the growth in 
productivity. 

Schematic Measures to Mitigate Challenges 

Animal Husbandry and Dairy Development Schemes of Department 
of Animal Husbandry & Dairying (DAHD), Government of India  

The Department is supplementing and complementing efforts of the 
State/provincial Governments by implementing various national level animal 
husbandry and dairy development schemes for dairy development across the 
country. Some of the major central sector schemes are as follows:  

Rashtriya Gokul Mission 

Rashtriya Gokul Mission (RGM) has been launched in Dec. 2014 with an outlay 
of INR 2025 crores. The core objectives of the scheme are development and 
conservation of indigenous breeds, genetic upgradation of bovine population 
and enhancement of milk production and productivity and making technology 
accessible to farmers. Following are the major initiatives and achievements made 
under the scheme: 

i) For extending artificial insemination (AI) coverage, the nationwide AI 
Programme has been initiated in September 2019. Under the programme, 
AI services are delivered free of cost at farmers’ doorstep.  Under the 
programme, approximately 75 lakh animals have been covered, 90 lakh 
artificial inseminations have been performed and 32 lakh farmers 
benefitted. Looking at the success of NAIP-I Nationwide AI programme, 
phase-II has been initiated from August 2020 to May 2021. As on date 
(01.04.2021), about 69.36 Lakh bovines have been covered under the 
programme, 83.90 lakh AIs conducted and 54.52 lakh farmers benefited. 

ii) 14 Field based Progeny Testing Programs and 7 Pedigree Selection 
programs are being implemented for major dairy breeds of cattle and 
buffaloes like Sahiwal, Gir, Tharparkar, Rathi, Hariana, Kankrej, Pure 
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Jersey, HF crossbred, Jersey crossbred, Murrah, Mehsana, Nili-Ravi, 
Jaffarabadi and Pandharpuri. Since April 2019, 996 High Genetic Merit 
bulls of different breeds have been produced for frozen semen doses 
production. 

iii) iii Reproductive technologies such as in vitro fertilization (IVF) has been 
introduced for enhancing milk production and productivity at a rapid 
rate. Funds have been released to the States for establishment of 30 IVF 
laboratories. So far, 17 state level laboratories have been made operational 
and 4793 embryos produced and 458 calves born out of 2484 embryos 
transferred. 

iv) iv)  For the first time in the country, DNA based “Genomic Selection” has 
been introduced for the indigenous breeds. INDUSCHIP and BUFFCHIP 
have been developed for genomic testing of cattle and buffalo, 
respectively. High density genomic chip has also been developed for 
indigenous cattle and buffalo breeds. 

v) Sex sorted semen production for indigenous cattle and buffalo breeds has 
been initiated under “Rashtriya Gokul Mission” and during the current 
year, around 7 lakh doses have been produced from 2 laboratories and 
made operational in the country.  Sex sorted semen will be a game 
changer for the farmers as only female calves up to 90% accuracy are 
expected to be born.   

vi) vi) “e-GOPALA” App launched to provide market place for farmers to 
buy quality germplasm (semen & embryo), quality cattle of high 
productivity including making available AI services, vaccination and 
guiding farmers for animal nutrition and affordable quality treatment. 

vii) vii)  Approximately 178.5 million bovines have being identified and 
registered in the “Information Network on Animal Health and 
Productivity” (INAPH) data base till date. The data related to health, 
breeding and, milk production wherever applicable, has been captured 
and uploaded in the INAPH database”. It is envisaged to register all the 
535.51 million animals (cattle, buffalo, sheep, goats and pigs) uniquely in 
the INAPH database. 

viii) For development and conservation of indigenous breeds in scientific 
and holistic manner, 16 “Gokul Grams” are being established in the 
country. So far, work for establishment of 10 “Gokul Grams” has been 
completed. Two national “Kamdhenu Breeding Centres” have been 
established: one in Andhra Pradesh for southern region and the other 
in Madhya Pradesh for northern region as repository of germplasm of 
indigenous breeds. 
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National Programme for Dairy Development (NPDD)  

Objectives of NPDD 

The NPDD focuses on creating/ strengthening of infrastructure for production of 
quality milk, procurement, processing and marketing of milk & milk products 
by the state implementing agency (SIA) i.e., State Cooperative Dairy Federation/ 
District Cooperative Milk Producers’ Union. 

Major Components Funded under the Scheme 

Milk chilling, milk processing & marketing, milk procurement, input services, 
cattle induction, training of farmers and dairy personnel, information and 
communication technology etc. To ensure the quality of milk and milk products, 
Department of Animal Husbandry and Dairying (DAHD) will focus on 
improving the quality of milk in the organized sector during the 15th Finance 
Commission implementation period. 

Dairying through Cooperatives (DTC) – Component B of NPDD 
Scheme 

Government of India (GoI) has approved the “Dairying through Cooperatives” 
project for a period of 5 years starting from 2021- 22. The project has been 
approved as Component B of National Programme for Dairy Development 
(NPDD) scheme. The project will be implemented with a total outlay of 
Rs. 1568.28 Crore comprising Rs. 924.56 Crore as an ODA loan from Japan 
International Cooperation Agency (JICA), Rs. 475.54 Crore as Government of 
India’s (GoI) contribution as grant-in-aid and Rs. 168.18 Crore as 
State/Participating Institution’s (PI) contribution. 

Objective 

To increase sales of milk and dairy products by increasing farmers' access to 
organised market, upgrading dairy processing facilities and marketing 
infrastructure and enhancing the capacity of producers owned institutions, 
thereby contributing to increase in returns to milk producers in the project area. 

Project Area 

Bihar and Uttar Pradesh (All districts).  
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Implementation Arrangement 

 The project will be implemented by National Dairy Development Board 
(NDDB) through Participating Institutions (PIs) - Milk Unions, Milk Federations, 
Multi State Cooperative and Producer Companies. 

Project Period  

5 years (2021-22 to 2025-26) and will be continued till 2027-28. 

Major Components funded under DTC are as under 

• Strengthening Milk Procurement Infrastructure 

• Milk processing facilities and manufacturing facilities (milk & milk 
products and cattle feed) 

• Support for marketing infrastructure 

• Support for ICT infrastructure 

• Productivity Enhancement 

• Project Monitoring & Studies 

• Training and Capacity Development 

Supporting Dairy Cooperatives and Farmer Producer Organizations 
Engaged in Dairy Activities 

The Government of India introduced a Scheme named “Supporting Dairy 
Cooperatives and Farmer Producer Organizations Engaged in Dairy Activities 
(SDC & FPO)” to provide working capital loans to Producers’ Owned 
Institutions engaged in dairy activities. On account of difficulties faced by the 
dairy cooperatives and producer owned institutions due to COVID-19 
pandemic, the Government of India introduced a new component of “Interest 
Subvention on working capital loans” (Component-B) under the above Scheme 
during the year 2020-21. The GoI has extended the Scheme up to 2025-26. 
Meanwhile, the component A (Providing working capital loans) has been kept 
in suspension during 2020-21 and 2021-22. 

The benefits of the Scheme are as following: 

• To help in providing stable market access to milk producers. 

• Enable POIs to make timely payment of milk bills to milk producers. 

• Improve farmers’ income from dairying even during flush season. 

• Help POIs in supplying quality milk and milk products to consumers at a 
reasonable price. 
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• Help stabilise market prices of conserved commodities in the domestic 
market. 

The Scheme is being implemented by the Department through NDDB. The 
scheme provides for interest subvention of 2% p.a. on working capital loans 
availed by the eligible POIs from banks and financial institutions. For prompt 
and timely repayment, additional interest subvention @ 2% p.a. is also payable 
at the end of the loan repayment period. The products covered under the scheme 
for availing working capital loans are Skimmed Milk Powder (SMP), Whole Milk 
Powder (WMP), White Butter and Ghee. 

Interest Subvention of Rs. 1232.42 million has been disbursed to the eligible POIs 
for working capital loans of Rs. 105.88 billion availed by them from the Banks 
during 2020-21. 

Dairy Processing & Infrastructure Development Fund (DIDF) 

Government of India (GoI) launched the Central Sector Scheme: Dairy 
Processing and Infrastructure Development Fund (DIDF) during 2017-18. The 
scheme has a total outlay of INR 11,184 crore comprising Rs. 8,004 crores as a 
loan from National Bank for Agriculture and Rural Development (NABARD), 
Rs. 2,001 crores as “End Borrower's contribution”, Rs. 1167 crores as GoI's 
“Interest Subvention” and Rs. 12 crores to be contributed by the implementing 
agencies (NDDB and NCDC) towards project management and learning. 
Funding period of the scheme is 2018-19 to 2022-23 and repayment period is up 
to 2030-31 with spill over to first quarter of the FY 2031-32. The major objectives 
of the scheme are as follows: 

• The scheme focuses on creation/ modernisation/ expansion of processing 
infrastructure and manufacturing facilities for value added products so as 
to make operations of milk processing plants more efficient as well as 
geared on production of higher value-added products; 

• The project also focuses on setting up of chilling infrastructure & 
installation of electronic milk adulteration testing equipment at village 
level. 

• Government of India has also included new components such as Cattle 
Feed / Feed Supplements, Milk Transportation System, Marketing 
Infrastructure, ICT infrastructure, R&D infrastructure, infrastructure for 
Renewable Energy Sources, Packaging Material manufacturing, etc. 

Implementing Agencies 

The project is being implemented by NDDB/ NCDC directly through the “End 
Borrowers” such as Milk Unions, State Dairy Federations, Multi-state Milk 
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Cooperatives, Milk Producer Companies and NDDB subsidiaries; meeting the 
eligibility criteria under the project.  

The salient features of the Scheme are: National Bank for Agriculture and Rural 
Development (NABARD) raises fund from the market and lends it to National 
dairy Development Board (NDDB) and National Cooperative Development 
Corporation (NCDC). Government of India provide 2.5% interest subvention 
under the scheme. NDDB/ NCDC provide loans to Eligible End Borrowers under 
the Scheme. 

Animal Husbandry Infrastructure Development Fund  

The primary aim of the animal infrastructure development fund is as follows: 

• To support private investment in dairy processing, value addition and 
animal feed infrastructure/Plant; 

• The AHIDF Scheme has been approved by the Cabinet in its meeting held 
on 24.06.2020 and “Implementation Guidelines” have been issued on 
16.07.2020; 

• MoU with Small Industries Development Bank of India (SIDBI) has been 
signed on 27.07.2020 for development of online Portal; 

• SIDBI has made the portal live; 
• Administrative approval of AHIDF for 2020-21 has been issued by the 

Department; 
• Government has cleared projects worth INR 870 Crore so far. 

Kisan Credit Card to Livestock Farmers 

First time ever the Government has launched “Kisan Credit Card to Livestock 
Farmers” (KCC) campaign (1st June, 2020 to 31st December, 2020), the Kisan credit 
card facility has been extended to about 1.5 crore dairy farmers associated with 
cooperatives and milk producer companies. By the end of campaign, about 52.49 
lakh forms by dairy farmers have been filled up and 45.13 lakh have been 
submitted to Bank. As per report of DFS (as on 25.03.2021), 6.79 lakh new KCC 
were sanctioned for Dairying with sanction limit of INR 4729 crores. 

National Dairy Plan-I (NDP-I) (completed in Nov’ 2019) 

NDP I was approved in March 2012 with twin objectives of enhancing 
productivity of milch animals and providing market access to milk producers. It 
was approved as a “Central Sector Scheme” (CSS) with an outlay of INR 2,242 
crores including INR 1,760 crores grant as IDA (90%) & GoI (10%) share, EIAs 
share of INR 282 crore and NDDB & its subsidiaries share of INR 200 Crores 
towards providing technical and manpower support. The scheme was 
implemented during April 2012 to November, 2019 across 18 major dairying 
states accounting for more than 90% of milk production as well as feed and 
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fodder resources in the country. The World Bank has also published the 
Implementation Completion and Results Report (ICRR) of NDP I and the 
outcome rating for NDP I is “Highly Satisfactory”, which is the highest rating in 
the World Bank funded projects.  

Milk Quality Initiatives 

Under the above programme, the DAHD had launched “Quality Milk 
Programme” on 24th July, 2019 with the objectives to achieve Global (Codex) 
standards for domestic consumption and ensuring traceability & increasing 
share in world exports. All Cooperative Dairy Plants & Dairy Co-operative 
Societies for chemical & microbiological tests. In the first phase of the 
programme during 2019-20, approval has been granted for strengthening of 231 
dairy plants under “National Programme for Dairy Development” scheme to 
equip them to detect adulterants in milk (Urea, maltodextrin, ammonium 
sulphate, detergent, sugar, neutralisers etc.). In addition, one State Central 
laboratory for 18 States has been approved under the programme. Instant testing 
of chemical and microbiological quality of milk will be ensured before reaching 
the consumers.  

National Dairy Development Board and its Activities 

The National Dairy Development Board (NDDB) with headquarters at Anand in 
Gujarat (India) is a statutory corporate body. The NDDB was set up in 1965. In 
1987, NDDB was declared an institution of national importance and a statutory 
body by an Act of Parliament. The NDDB promotes, plans and organises 
programmes for the development of dairy and other agriculture based and allied 
industries along cooperative lines and also provides assistance in the 
implementation of such programmes.  

Strengthening Cooperatives 

The NDDB provides financial assistance to the dairy cooperatives and producer 
companies for enhancing milk processing facilities and other activities. During 
the year 2020-21, projects with total outlay of INR 327.75 crores were approved 
under the scheme “Providing financial assistance for infrastructure activities, 
skill development and trainings” and financial assistance of INR 62.05 crores was 
disbursed to dairy cooperatives. 

Animal Nutrition and Feed Technology 

Optimising milk production and reproduction is imperative for sustainable 
dairy farming. Scientific feeding is a critical factor influencing production and 
reproduction. Interventions pertaining to ‘Feed and Fodder’ can play a pivotal 
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role in making dairying more remunerative to the milk producers in both short- 
and long-term influencing health, fertility and overall productivity of animals. 

Crop Residue based Total Mixed Ration 

As per the report of 34th Parliamentary Standing Committee on Agriculture, 
country has an annual deficit of 122 million tonnes of crop residues. Despite the 
deficit of dry fodder for animal feeding, a substantial quantity (about 93 million 
tonnes) of crop residue is burned annually in India. Burning of crop residues is 
a major environmental concern. To address this problem as well as to utilize 
scarce fodder for feeding of animals, NDDB set up two ‘Crop Residue 
Enrichment and Densification’ plants under NDP I. These plants can 
manufacture the “Total Mixed Ration” pellets that can supply most of the 
required nutrients to the animal. Studies conducted through TMR feeding 
showed promising results. Buffaloes fed on balanced TMR pellets in different 
stages of lactation produced 19% more milk as compared to control group along 
with improvement in milk fat and SNF. Net income of the farmers after 
accounting the feeding costs also increased by 40% in TMR fed group as 
compared to control group. 

Poor plane of nutrition in livestock leads to several reproductive problems: 
higher ‘Age at Puberty’ and higher ‘Age at First Calving’, followed by longer 
‘Inter-calving intervals’ in dairy animals. These are major impediments on the 
way of “Enhancement of milk production”. To address these issues, NDDB 
initiated the “Calf Rearing Programme” (CRP) involving scientific feeding of 
pregnant animals and subsequently female calves across all stages of growth. 
Implementation of the programme showed very encouraging results in terms of 
higher calf birth weight, lower calf mortality, increased average daily gain and 
reduced average age at first calving in Kankrej, Murrah and Crossbred (CB) 
female calves in experimental group as compared to control group. The average 
age at first calving under CRP was 32, 32 and 25 months in Kankrej cows, Murrah 
buffaloes and crossbred cows, respectively as against 44, 38 and 31 months in 
animals reared conventionally. To popularize the concept of CRP, a 
documentary has been developed and shared with different milk unions. 

Quality Fodder Seed Production for Mitigating Fodder Deficit 

For improving green fodder availability, it is imperative that certified/ truthfully 
labelled seeds of high yielding varieties of fodder crops are utilized by fodder 
growing farmers.  NDDB has been effectively coordinating with ICAR institutes/ 
State Agricultural Universities for the supply of Breeder Seed to the Dairy 
cooperatives. NDDB also advises the dairy cooperatives in the selection of the 
right variety of seed as well as relevant agronomic practices for successful 
multiplication of these varieties. 
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NDDB has mooted the Dairy Cooperative Society (DCS) based commercial silage 
making model to address the issue of chronic shortage of green fodder especially 
during summer months. Under this model, silage is produced by the DCS by 
procuring green fodder from member farmers at pre-arranged prices. The silage 
thus produced is supplied to member farmers at reasonable prices during times 
of fodder scarcity/ deficit. 

Animal Breeding  

India is blessed with a large bovine population of 302.37 million (192.52 million 
cattle and 109.85 million buffaloes). There are 50 recognized breeds of cattle and 
19 recognized breeds of buffaloes, which are well acclimatized to tropical 
environmental conditions.  

Genetic Improvement of dairy animals continued to be a major focus area at 
NDDB. It is important to apply genetic selection to produce progeny which is 
superior in milk production, healthy, fertile, and last but not the least meets the 
needs of dairy farmers.  

Progeny Testing (PT) and Pedigree Selection (PS) programmes implemented 
under NDP I have created required infrastructure for performance recording in 
several important cattle and buffalo breeds and have put in place processes to 
evaluate the bulls and also to produce genetically superior bulls for semen 
production. Realizing the importance of continuing such activities, for achieving 
steady genetic progress, the Department of Animal Husbandry and Dairying 
(DAHD) decided to continue and support PT and PS projects under the umbrella 
of Rashtriya Gokul Mission (RGM) scheme of DAHD for a period of 5 years 
starting from 2019-20 till 2023-24. 

National Bovine Genomics Centre-IB, a project approved under RGM scheme 
has been initiated to implement Genomic Selection (GS) in various Indigenous 
cattle (Gir, Sahiwal, and Kankrej), crossbred cattle (CB Holstein Friesian and CB 
Jersey) and buffaloes (Murrah and Mehsana). Bull calves are now being selected 
based on Genomic Breeding Values for Murrah buffaloes and Gir, CB Holstein 
Friesian and CB Jersey cattle breeds. A total of 8008 blood samples were 
genotyped using customized genotyping chips i.e., INDUSCHIP and BUFFCHIP 
during 2020-21. Ovum Pick-up and In Vitro Embryo Production (OPU-IVEP) 
facility established by NDDB continued its efforts to optimize the OPU-IVEP 
technology in Indigenous cattle & buffaloes. The facility is presently working on 
reduction of cost of embryo production. Training programmes on OPU-IVEP for 
capacity building and skill development in the area of OPU-IVEP are being 
conducted at regular intervals.  

For production of high quality, disease free bovine frozen semen doses, 28 semen 
stations (producing 75% of total semen produced in the country) were 
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strengthened under NDP-I. The semen stations were strengthened in terms of 
civil infrastructure, equipment, fodder production biosecurity etc. and have been 
strengthened for producing up to 200 million semen doses annually. 

Presently, the country has 60 frozen semen production stations together 
producing around 121 million doses of frozen semen from various breeds of 
cattle and buffaloes per annum following Minimum Standard Protocol 
prescribed by Govt. of India (Figure 5). Out of these, 7 semen stations also have 
the facilities to produce bovine sexed semen. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 5.  Frozen semen production (million dose) in India 

NDDB has developed an application called Information Network for Semen 
Production and Resource Management (INSPRM) for efficient management of 
frozen semen production station activities.  All major frozen semen production 
stations have been identified for implementation of INSPRM across the country. 
Till August, 2021, the application is functional in 37 frozen semen production 
stations. This network for semen stations is also linked with the existing network 
of field activities – INAPH (Information Network for Animal Productivity and 
Health).   

Animal Health 

The NDDB is providing training and implementation support for deployment of 
the Information Network for Animal Productivity and Health (INAPH) for the 
central sector schemes viz. National Animal Disease Control Programme 
(NADCP) and National Artificial Insemination Programme-II (NAIP-II).  The 
deployment of the android version of the Animal health module in INAPH has 
significantly eased the process of data capture and also increased the data 
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reliability, ensuring traceability. The NDDB has launched both android 
(available for free download on “Google Play Store”) and the web version of “e-
GOPALA” in seven vernacular languages, which is planned to be expanded to 
twelve vernacular languages. This application has been developed for creation 
of awareness among the farmers on various animal husbandry practices. One of 
the main components of this application is the use of “Ethnoveterinary Medicine 
(EVM) preparations for management of common ailments of dairy animals. A 
NDDB call centre “PashuMitra” has been established to cater to the requirement 
of dairy farmers who can directly contact experts at NDDB for queries related to 
Animal Health, Animal Breeding and Animal Nutrition.  

The NDDB is also implementing disease control programmes like the “one 
health model of brucellosis control” by collaborating with a medical institute in 
Gujarat and, the “Mastitis Control Popularization Project (MCPP)” , covering 
nine different states. MCPP also aims to reduce the use of antibiotics and other 
drugs by propagating EVM. 

The NDDB Research and Development laboratory, Hyderabad, an ISO 9001:2015 
and ISO/IEC 17025:2017 (NABL) accredited laboratory, is providing bovine 
disease screening services to the breeding programmes under the RGM and also 
to various other agencies involved in the improvement of dairy productivity. The 
NDDB supports various regulatory / scientific / advisory bodies like the DAHD, 
Government of India, Codex Alimentarius Commission (CAC), Food Safety and 
Standards Authority of India (FSSAI) etc., and worked as a Secretariat of the 
Indian National Committee (INC) of the International Dairy Federation (IDF) to 
coordinate various activities.  NDDB conducts education & training programmes 
for farmers, procurement personnel and supervisors, newly recruited dairy staff 
and boards of various federations & cooperatives in quest of achieving highest 
standards of quality & hygiene in the entire dairy value chain from the farmer to 
the consumer.  It also undertakes need-based studies from time to time at the 
request of co-operative milk unions and federation. Milk solids recovery study 
at various milk unions of Milkfed, Punjab and KMF, Karnataka were conducted 
to help these cooperatives in setting new benchmarks. 

Indian Dairy Trade 

Dairy exports and imports during the recent past are presented in Table 1. 
Evidently, the exports reflected a declining trend during 2020-21 as compared to 
the values of 2018-19. While looking at the import figures in the dairy sector, it 
displayed a growing trend during 2020-21 against the financial year 2018-19. The 
primary dairy products those are being exported from India include butter, 
cheese, dairy spread, curd, butter milk, cream, yoghurt, etc.  
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Table 1.  Indian dairy export vis-à-vis import (INR Lakh) 

Commodity 
2018-19 2019-20 2020-2021 

Export Import Export Import Export Import 

Milk and cream, not concentrated nor containing added 
sugar or other sweetening matter (0401) 5,857.36 1,268.54 7,529.59 872.81 6,341.14 488.58 

Milk and cream concentrated /containing sugar/sweetener 
materials (0402) 

64,692.32 855.31 10,801.40 2,486.47 35,427.46 1,156.82 

Butter milk, curdled milk and cream, yoghurt, kephir and 
other fermented acidified milk and cream (0403)  

784.94 655.54 908.92 730.15 1,315.66 90.49 

Whey and products consisting of natural milk 
constituents and containing added sugar or sweeten 
matter (0404) 

3,267.14 8,557.27 584.78 12,229.55 462.39 16,043.93 

Butter and other fats and oils derived from milk; dairy 
spreads (0405) 

142,730.04 1,426.78 89,583.37 1,312.70 75,889.34 2,310.95 

Cheese and Curd (0406) 24,969.58 7,085.26 24,841.79 6,872.37 29,684.48 3,273.43 

TOTAL 2,42,301 19,849 134,250 24,504 1,49,120.46 23,364.21 

Source: DGCIS 
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Dairy trade among SAARC countries: Current Status 

The Member States of South Asian Association for Regional Cooperation 
(SAARC) are home of 1,836 million population with average GDP per capita of 
$3,092at current prices of 2019. The region has enormous trade potential at global 
level for merchandise and services trade. The average contribution of imports 
and exports in terms of GDP was 38% and 25%, respectively in 2019. The 
contribution of both imports and exports in GDP is also an indication of 
opportunity for member nations to enhance their trade among themselves. The 
significant contribution of agricultural and allied activities in total GDP is also 
an indication of opportunity to increase the volume of trade for the primary 
sector of the economy, in total trade volume. The economic and trade potential 
indicators of SAARC Member States are presented in Table 2. 

Table 2. Economic and Trade Potential Indicators of SAARC during 2019 

Member 
Countries 

Population 
(in million) 

GDP per 
capita 

(current 
US$) 

Agriculture, 
forestry, and 

fishing, value 
added  

(% of GDP) 

Imports of 
goods and 

services (% 
of GDP) 

Exports of 
goods and 

services (% 
of GDP) 

Afghanistan 38 507 25.77 N.A N.A. 

Bangladesh 163 1,856 12.68 21.44 15.32 

Bhutan 0.76 3,316 15.82 50.35 34.01 

India 1,366 2,101 16.68 20.96 18.41 

Maldives 0.53 10,626 5.23 77.97 69.02 

Nepal 29 1,195 21.58 41.47 7.78 

Pakistan 217 1,285 22.04 20.32 10.12 

Sri Lanka 22 3,852 7.54 29.25 23.13 

SAARC 
(Tot/Average) 1,836 3,092 15.9 37.39 25.4 

Source: https://databank.worldbank.org/ 

Despite above prospects, the trade volume of primary sector of the economy 
especially for Dairy Commodities is yet to improve among the nations as well as 
at global level also.  Trade of dairy commodities among SAARC Member States 
is presented in Table 3. 
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Table 3. Trade of dairy commodities (HS Code 0401 to 0406) in Million US$ 

Country Import Export Balance of Payment 
(BOP) in 2019 2015 2019 CAGR% 2015 2019 CAGR% 

Afghanistan 54 66 5% 0.121 0.06 -18% -66 

Bangladesh 289 386 8% 1.29 3.69 30% -382 

Bhutan 5 22 46% 0.00 0.05 101% -22 

India 45 33 -8% 121.4 265.2 22% 232 

Maldives 40 54 8% 0.0 0.0 0% -54 

Nepal 12 16 7% 1.577 0.62 -21% -16 

Pakistan 212 122 -13% 53.50 18 -24% -104 

Sri Lanka 250 315 6% 1.818 1.82 -0.01% -313 

SAARC Total 906 1014 3% 180 290 13% -724 

Sources: ITC calculations based on UN COMTRADE and ITC statistics 

It may be seen that although, the export growth from 2015 to 2019 is higher than 
import growth but still all the countries of SAARC group are net importer of 
dairy commodities except India (Figure 6).  

 

 

 

 

 

 

 

 

 

 

 

Figure 6.  Percentage share of Imported Dairy Commodities by SAARC-2019 
Sources: ITC calculations based on UN COMTRADE and ITC statistics 
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Among the basket of imported dairy commodities by SAARC nation’s milk 
powder has major contribution (84%) in 2019 (Table 4). The demand of SAARC 
countries for milk powder has 4 percent share in global imports. Bangladesh and 
Sri Lanka have the highest demand about (74%) for milk powder among member 
countries of the SAARC. 

Table 4. Trade destination of milk powder (0402) imported by SAARC countries and 
other parameters 

Country 

Quantity 
imported 
(000 MT) 
in 2019 

Annual 
growth 

in 
quantity 

2015-
2019 (%) 

Share in 
world 

imports 
(%) 

Average 
tariff 

(estimated) 
applied by 
the country 

(%) 2019 

Ease of 
doing 

business 
ranking 

2020 

Major Importers and % 
Share in Imports 

Afghanistan 35 -1 0.2 5.7 173 
Pakistan (21%), Ireland 
(17%), India (11.4%) 

Bangladesh 138 8 1.7 16.6 168 
New Zealand (60%), Czech 
Republic (5%), Turkey 
(4.8%), India (3.1%) 

Bhutan 2 -2 0.00 48.6 89 India (100%) 

India 1 0 0 48.4 63 NA 

Maldives 3.7 0 0.1 0 147 
Oman (30.4), Australia 
(12.7%), Malaysia (12.5%) 

Nepal 2 1 0.00 40 94 India (86.5%), France (5%) 

Pakistan 42 -3 0.4 19.9 108 
New Zealand (18%), USA 
(15%), France (15%) 

Sri Lanka 101 5 1.4 43 99 
New Zealand (88.4%), USA 
(4.7%), Australia (4.2%) 

(SAARC) 
Aggregation 

325 3 4 0 - 48.6 63 - 168   

Sources: ITC calculations based on UN COMTRADE and ITC statistics, 0 refers to nil or negligible 

Augmented Policy Requirement for enhancing economic activity 
among SAARC Countries 

• In spite of various efforts made by SAARC member countries, the intra 
SAARC member trade for dairy commodities remained stagnant in 
comparison with other trade blocks i.e., EU27, ASEAN. Member countries 
of SAARC has signed various trade agreements to promote barrier free 
trade, but still the import demand of dairy commodities has been met by 
Oceania, European Union and USA. In this region, only Bhutan, 
Afghanistan and Nepal have given preference to trade with India.   

• Bangladesh and Sri Lanka are two major importers of dairy commodities 
in this region, especially milk powder, but 60-70 per cent of their import 
demand is met by Oceania and other exporting countries. India may as 



 

83 

well fulfil this role gradually, if the SAARC countries are inclined in 
importing from India. 

• India is a leading milk producer in the world and with the steady growth 
of 6% in milk production and wide range of milk products manufactured 
by credible brands like AMUL, Nestle, Nandini, Sudha, Aavin, Milma, 
Hatsun, Gowardhan with their presence in international market including 
USA and Europe. Evidently, it provides a greater opportunity to export its 
products to SAARC countries.  From the historical trade data, it has been 
observed that import from India into SAARC countries is quite low. One 
of the possible reasons for low trade volume may perhaps be higher tariff 
rate and purchases from countries like New Zealand, USA and EU.  For 
example, import tariff for milk powder and milk fat-based products are 
high in the countries like Nepal, Afghanistan and Bangladesh, causing 
deterrence in exports from India. Sri Lanka imposes higher MFN rate on 
packed liquid milk. Similarly, duties on cheese are higher in Nepal and 
Bangladesh. Tariff rate for imports of milk & milk products in SAARC 
countries should be rationalised through providing margin of preference 
(MOP) over MFN rates. India proposes the fellow SAARC countries to 
consider 50% margin of preference over MFN rates on dairy products 
under HS Code 0401 to 0406 for imports from India. India with continued 
endeavour to improve quality and hygiene of milk & milk products has 
been able to export milk products to developed nations and expects to 
increase its presence into the fellow SAARC countries. 

• Under the ease of doing business index, a ranking system established by 
World Bank defines the liberalisation and average time requirement of 
statuary documentation for business purpose. The index shows that except 
India, other Member States of SAARC had lower ranking in 2020. For 
propelling the economic and trade growth, Member States of the SAARC 
expected to improve their ranking. 

• There seems to be tremendous potential to raise intra-regional trade in 
SAARC region. It is shown above that some countries are surplus and 
some deficit in same products. Similarly, some countries are net importer 
and some are net exporter of same product. Inter-region trade can be 
increased simply synchronizing deficit and surplus in SAARC countries. 
Intra-regional trade would take care of shortages, balance demand and 
supply arising out of seasonal or year to year fluctuations. In order to 
facilitate this, there is an urgent need to create a “South Asia Milk Grid” 
like “Energy Grid”.  Such kind of regional grid will enable seamless transit 
of cargo vehicles carrying dairy products across these countries, which in 
turn, help in curbing milk inflation in the region. 
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• Trade facilitation is most important because it would reduce transactional 
cost of trade. It may be in the form of simplification of custom and other 
border formalities; transport linkages; transparency of regulation; logistic 
provisions in rail, road, air and maritime transport; information network 
etc.  

• Another important area would be increasing regional FDIs for bringing 
fresh investment and modern technology in dairy sector. India with its 
expertise in dairy sector opens up opportunity for joint venture in setting 
up diary industry. 

• Knowledge sharing in the form of education and training on dairy 
business management, dairy technology, trade policies, trade formalities, 
technical knowhow with regard to plants & machineries, logistic systems 
etc. may me planned for greater Cooperation among SAARC countries. 

• Plan to build regional stocks of “Skimmed Milk Powder” and butter under 
SAFTA to tide over volatile intra-year fluctuations in commodity prices. 

Conclusion 

We are living in a world which is witnessing information revolution, so 
collection and storage of information on farmer’s development needs and 
opportunities, together with mechanism to exchange of such information 
between countries in South Asia becomes necessary as we are facing similar 
challenges of Hunger and Poverty. 

Government of India will be happy to provide support for any effort to improve 
the conditions of farmers particularly milk producers in South Asia with its 
experience and expertise. The Creation of a Common platform to discuss, 
document and formulate modalities relating to above proposals shall go a long 
way towards greater cooperation for economic gain and prosperity in the 
SAARC region. 
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Introduction 

Nepal is predominantly an agrarian country; more than 65% of population is 
engaged in agriculture contributing 27% to the national gross domestic product 
(GDP). Livestock is a key component of Nepalese agriculture. Within the 
livestock sector, dairy is one of the key drivers of the national economy, 
providing employment for 130,000 people and contributes 9% of Nepal’s GDP as 
well as 33% of agriculture gross domestic Product (AGDP) (Singh et al., 2020). 
The sector is dominated by a vast number of small-scale subsistence production 
units and micro and small collection-and-processing units, as well as a limited 
number of large-scale industrial processing units. However, there are an 
increasing number of small and medium-sized enterprises (SME) actors 
responsive to emerging commercialization trends. Although, the population of 
cattle and buffalo is huge in the country, the genetic potentiality in terms of 
production productivity is incredibly low. Among the 3.8 million farming 
households in the country, 95% have dairy animals because of the key role they 
play in household subsistence, nutrition, draft power, and local transport. 
However, most households produce mainly for home consumption with some 
flush season sales. Only about 14% of milk producing households (i.e., 500,000) 
is both producers and sellers. Production is characterized by flush/surplus and 
lean/deficit seasons, while milk prices have long been regulated to protect the 
small producer. With an average daily supply shortfall of 55,000 liters, there is 
significant scope for smallholders to step up. While SMEs face various challenges 
in accessing commercial finance and investment to exploit opportunities, there 
is an emerging investment landscape including incubators for supporting the 
investment readiness of agri-businesses. Foot and Mouth Disease (FMD) emerge 
as a major health hazard in dairy sector apart from Hemorrhagic Septicemia (HS) 
and Black Quarter (BQ). The incidence of clinical and subclinical mastitis is still 
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high in dairy pocket areas. Moreover, the seasonal fluctuation of milk production 
is hampering the growth of dairy sector. The need of product diversification and 
powder milk production are of immense important in long run to sustain dairy 
sub-sector in Nepal. The Ministry of Agriculture and Livestock development 
(MoALD) has given priority for five plus one pillars for livestock development 
namely animal feeding, breeding, nutrition, health, marketing and capacity 
enhancement of all the pillars. Inclusive dairy focused program will lead to 
increase milk production, nutrition, and contributes to food security in the 
nation. The coordination, cooperation, and collaboration among central, 
province and local level agencies to carry out the dairy focused program in the 
federalism is becoming an emerging challenge to the nation due to the multiple 
chain of command.  

Milk Production, Productivity and Availability  

Nepal has about 7.46 million cattle and 5.26 million buffalo (Table 1). From 2.80 
million lactating animals, the annual milk production stands at around 2,301,000 
MT (Table 2). Despite a larger cattle population, the buffaloes contribute around 
60% of the annual milk production with cattle contributing the rest 40%. The 
annual trend of milk production has been slightly increased by 4.41% with 
variability within and between different years and month (Table 2). The trend is 
gradually changing as the commercial farms are more inclined towards dairy 
cattle than the buffaloes. The production and productivity of dairy animals are 
comparatively low due to poor genetic potentials culminated by poor feeding 
and health care management.  

Table 1.  Population of dairy animals in Nepal 

Source: Mo ALD (2020), AITC (2021) 

Year 

Total Population Milking animal % Milk yielder 

Cattle Buffalo Cattle Buffalo Cattle Buffalo 

2010/011 7226050 4993650 974122 1291644 13.48 25.87 

2011/012 7244944 5133139 998963 1331037 13.79 25.93 

2012/013 7274022 5241873 1025591 1369796 14.10 26.13 

2013/014 7274916 5178612 1024513 1345837 14.08 25.99 

2014/015 7241743 5176737 1025947 1345168 14.17 25.98 

2015/016 7302808 5168809 1026135 1355384 14.05 26.22 

2016/017 7343487 5177998 1029529 1509512 14.02 29.15 

2017/018 7276306 5277819 1039538 1535948 14.29 29.10 

2018/019 7385035 5308664 1078775 1560584 14.61 29.40 

2019/020 7458885 5257591 1166156 1635492 15.63 31.11 
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Table 2.  Milk production and productivity  
Year Milk production (Mt) Total 

milk (Mt) 
Sharing 

(C/B) 
%Milk  

increment 
Productivity (Kg/Year) 

  Cattle Buffalo Cattle Buffalo 
2010/11 447185 1109325 1556510 29:71 3.89 459.06 858.85 
2011/12 468913 1153838 1622751 29:71 4.26 469.4 866.87 
2012/13 492378 1188433 1680812 29:71 3.58 480.09 867.6 
2013/14 532300 1167773 1700073 31:69 1.15 519.56 867.69 
2014/15 587719 1168006 1755725 33:67 3.27 572.86 868.3 
2015/16 643806 1210441 1854247 35:65 5.61 627.41 893.06 
2016/17 665285 1245954 1911239 35:65 3.07 646.2 825.4 
2017/18 754126 1338277 2092403 36:64 9.48 725.44 871.3 
2018/19 795530 1372905 2168434 37:63 3.63 737.44 879.74 
2019/020 920400 1380600 2301000 40:60 6.11 789.26 844.15 
% Average milk production increment  4.41     

Source: Mo ALD (2020), AITC (2021) 

Based on Central Bureau of Statistics population estimate, Nepal's population is 
around    29,136,808 during 2020 UN data, thus, per capita availability of milk 
comes around 79 litre per person per year, whereas FAO/WHO recommends 91 
litres milk per annum per person. To achieve, FAO/WHO recommended target, 
the country needs to implement dairy focused program to increase per capita 
availability of milk per annum by another 12 liters. Looking into the utilization 
of milk, around 50% of milk is utilized locally for home consumption as well for 
indigenous dairy products; 33% passes and marketed through informal channel 
and reaches the consumers and end users, and remaining 17% of total production 
(Figure 1) passes through the public and private sector dairy processing plants 
which come around to 1.0 million litres of milk per day on yearly average. In this 
way, NRs. 60 million daily flows from urban to rural area.  

 
 

 

 

 

 

 

 
 

Figure 1.  Milk supply chain in Nepal 
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Dairy Marketing and Rural Economy 

The dairy sub-sector is instrumental in reducing poverty through employment 
and income generation opportunities. It ensures regular flow of money from 
urban to the rural sector. More than half million households in the country are 
supposed to be involved in production and marketing of milk in the formal milk 
market which contributes 17% of the total annual milk produced in the country. 
The milk processing industries in the country are rising due to rapid 
urbanization and increase in the demand for processed milk and various dairy 
products, and there is a gross deficit of milk in respect to the installed capacity 
of these processing industries. The processing industries are importing skimmed 
milk powder (SMP) and butter for reconstitution and sale of fluid milk in the 
urban area.  

There is gradual shifting of dairy sector from subsistence to commercialization, 
particularly in the peri urban areas and with involvement of private dairy 
industries. There are 4 large scale dairy industries with processing capacity of 
more than 50,000 litres per day, around 30 industries with medium processing 
capacity of 10,000-50,000 litres per day, and several hundred small scale 
industries with less than 10,000 litres processing capacity per day. Out of 1658 
primary registered milk producers' cooperatives, only 50% of cooperatives are 
playing active role in channelling the milk produced by smallholder farmers in 
the formal milk market (Table 3). The government of Nepal has made a 
commitment to make the country self-sufficient in dairy products. However, 
currently the country is importing some dairy products including SMP worth 
billions of rupees annually.  

Table 3.  Executives, members and staffs of MPCs  
 No. of 

Dairy Coop 
Board Executives Members Staffs 

F M T F M T F M T 
EDR 269 422 1879 2301 7444 17720 25164 77 374 451 
CDR 1039 2336 5312 7648 15032 39027 54032 158 550 708 
WDR  189 515 1217 1732 6452 11392 17844 85 239 324 
MWDR  125 322 574 896 2089 5062 7151 52 99 151 
FWDR  36 107 169 276 731 944 1675 9 9 18 
Total 1658 6702 9151 12853 31748 74145 105893 381 1271 1652 

Source: Department of Cooperative, 2017 

Despite the importance of and contribution from the dairy sector to the national 
economy, the Nepalese dairy sector remains delicate and unstable with frequent 
market ups and down results Milk Holiday some days of the week in flush 
season. Another important issue, which the dairy farmers always raise in any 
dairy forum, is high cost of milk production given the poor productivity of the 
existing dairy animals. 
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Milk is considered to be one of the most sensitive agricultural commodities, 
requiring special and timely care, and this can be provided conveniently as well 
through the collective operation of milk producer cooperatives (MPC). The milk 
producer cooperatives collect milk from both the members as well as non-
members, selling to the nearest milk chilling centers/milk processing plants dairy 
industries; receive payment for the milk from them; and distribute the payment 
to the individual milk supplier farmers. Apart from milk collection business 
some of they have also started the operation of milk chilling vats; and milk 
processing for producing dairy products targeted to local market. 

Dairy Cooperatives 

History of dairy cooperatives in Nepal dates back to the First Five Year Plan 
(1956-61), when the dairy cooperatives were formed in Tusal Village of Kavre 
district. However, the dairy cooperatives became more effective only after 
December 1981, when Dairy Development Corporation (DDC) initiated the milk 
producers oriented program by encouraging the farmers to form their own Milk 
Producers’ Associations (MPAs) along with the lines of cooperative principles. 
The MPAs operated under the by-laws prepared by DDC. They had no formal 
legal status. They operated as single purpose primary cooperatives with milk 
trade and support to milk production as their main activities. 

In order to enable the MPAs with the formal legal identity and to make them 
more autonomous, DDC took initiation to convert these MPAs into MPC in 
February 1989. For this, it encouraged and facilitated to register these MPAs in 
the Cooperative Office of Government of Nepal (GoN). Like the MPAs, majority 
of MPCs also operate as single purpose primary cooperatives. The main function 
of these MPCs is to collect milk from the farmers (both the members as well as 
non-members), test it for quality, transport it for selling to the nearest milk 
chilling centers/milk processing plants of DDC and/or private dairies; receive 
payment for the milk from them; and distribute the payment to the individual 
milk supplier farmers. Apart from milk collection business some of the MPCs 
have also started the operation of milk chilling vats; and milk processing for 
producing various dairy products.  

The Cooperative Act, 1992 (2048 BS) was a major breakthrough in the 
cooperative movement of Nepal. This made several provisions related with 
flexibility to implement programs for improvement of economic condition of 
poorest of the poor populace in the rural areas. The act provided an opportunity 
to the Nepalese people to establish independent and autonomous cooperative 
societies by themselves, according to their capacity to fulfill their own needs. The 
Cooperative Act 1992 had firstly accepted the cooperative principles and 
provided a legal base both for the establishment of cooperative societies, 
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federations and application of cooperative values, norms and principles into 
practice. The Constitution of Nepal, 2015 has considered cooperative sector 
as one of the three pillars for national development. The Cooperative Act, 1992, 
which is now replaced by a new Cooperative Act, 2017 of the government that 
governs these MPCs other cooperatives, and cooperative associations. 

A milk cooperative is established by milk producers or smallholder farmers with 
a mission to efficiently deliver the highest quality milk to the market, based on 
reasonable or faire price allocated to the rural farmers. A milk cooperative 
business is owned, operated, and controlled by the dairy farmers who benefit 
from its services. Members finance the cooperative and share in profits it earns 
in proportion to the volume of milk they market through the cooperative. A 
fundamental role of dairy cooperatives is guaranteeing members a market for 
their milk. Milk producers align with their cooperatives, making them their 
primary marketing agent for the raw milk from ground level. Members then ship 
all the milk they produce to the cooperative which finds a market for that 
volume. At present, 1,658 MPCs are working in 58 districts of the country that 
have 1,653 board members elected out of 105,893 (Table 3) general members 
supported with 1,651 staff/ personnel. 

Organization Structure of Dairy Cooperative 

The dairy cooperatives in Nepal have adopted a three-tier (Figure 2) system, of 
which the MPCs are the first-tier primary level cooperatives. In the second tier, 
MPCs in different districts have formed district level DMPCUs, which are 
registered under Cooperative Act as district level bodies, and their main 
objectives are to deliver programs designed to support the increased production 
and processing of milk and milk products and to contribute to the financial and 
social uplift of the rural milk producers. Only dairy farmers enroll as members 
and they must commit supplying milk exclusively to the cooperative. While the 
day-to-day functioning of the cooperative is managed by full-time salaried 
employees, the committee or board of the cooperative, consisting of only elected 
members, makes the decisions on the affairs of the cooperative. Primary-level 
cooperatives bring together members with similar interests at village level to 
work towards common goals. This system can also identify good leadership 
talent that would be given a chance to develop through interaction with other 
community leaders. 

In the third tier, the MPCs and DMPCUs have formed CDCAN. The CDCAN is 
registered as their central-level cooperative organization. Established in 1993, 
CDCAN is a national level tertiary organization of all milk producers' 
cooperatives at primary and secondary levels. CDCAN aims to bring increased 
economic benefits to milk producers and to contribute to make the country self-



 

91 

reliant in clean and high-quality milk and related products. It also implements 
policy advocacy activities at the central level to represent the interest of member 
organizations. The federation has the power to act on such issues as pricing 
policies, extension, training, control of milk and milk product imports, subsidies 
and credit. The MPCs have become one of the major actors in the present day 
dairy sector of Nepal by being a strong channel between the rural milk producers 
and the milk processing industries. However, majority of the present MPCs are 
found to be operating in a condition of disarray. The available information shows 
that the MPCs have not been able to generate enough capital bases for providing 
real support to their member milk producers and have become agents between 
the milk producers and the milk processing industries. Presently, except a few, 
most of the MPCs in Nepal are playing a limited role of collection and sale of 
unprocessed milk to either DDC or private dairies. In this regard, the study is 
done to examine the effectiveness of the policy provisions, ground reality of the 
MPCs and the district and central level realities of the problem. 

 

 
 
 
 
 
 
 
 
 
 
 

 

 

 

 

 
 
 

Figure 2.  Dairy cooperative system 
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National Policy 

Nepal has a long cultural tradition of informal community-based co-operatives 
including savings and credit associations popularly known as “Dhikuti”, and 
grain savings and Labour exchanging systems, known as “Parma” and “Dharma 
Bhakari”. Similarly, “Guthi” provided a forum to work together for smoothly 
running different socio-cultural practices. Many of these traditional systems of 
cooperation are still functioning in the rural areas of Nepal. 

The first Co-operative Act was enacted by the government in 1960, which was 
followed by the Agricultural Co-operative Act (Sajha Sahakari). In 1963, the 
capital of savings and credit cooperative societies was converted into a 
Cooperative Bank in 1963, and in 1968, it was also converted into the Agricultural 
Development Bank of Nepal (ADBN). After 5 years the ADBN returned 
management back to the government and in 1975 the Cooperative Act was 
amended again. 

Beginning in the 1980s, a new generation of community-based savings and credit 
groups began to emerge in Nepal. The Cooperative Act was amended for the 
third time to give the Government more control. By this time, the Savings and 
Credit movement had spread throughout the country and the need for an apex 
coordinating body was evident. On August 16, 1988, the Nepal Federation of 
Savings and Credit Cooperative Unions (NEFSCUN) were formed. 

After people’s movement, the new democratic government enacted the Co-
operative Act and the Co-operative Regulations in 1992 and 1993, which 
permitted the establishment of a three-tiered co-operative system and provides 
a legal base both for the establishment of co-operative societies/unions/ 
federations and application of co-operative values, norms and principles into 
practice. 

Nepalese Cooperative movement has seen a lot of socio-economic as well as 
political changes. In 2008, Nepal was declared as a Federal Democratic Republic 
of Nepal. In 2015, constitutional assembly successfully declared the new 
Constitution of Nepal which recognized the co-operative sector as one of the 
three pillars of the National Economy. In 2018 and 2019, new cooperative act and 
regulation were enacted. The new constitution has decentralized and delegated 
the authority to the Local and Provincial governments to promulgate the laws 
and act that they need. Now provincial government and local level government 
bodies can promulgate and implement the cooperative law. 

Dairy Development Policy, 2007 (2064 BS) is the guiding policy for overall 
development of the dairy sector. The policy is prepared in accordance with the 
spirit of Agriculture Perspective Plan (APP, 1995-2015); National Agriculture 
Policy, 2004 (2061 BS); National Milk Marketing and Strategy Study, 2001 
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(2058BS); and Agriculture Business Promotion Policy, 2006 (2063 BS). Being 
based on these documents, all the aspects relating to dairy development in them 
have been incorporated in the policy. The main objective of the policy is focused 
for increasing milk production and productivity, extending support to milk 
collection, transportation arrangement and processing industries, substituting 
import and developing milk and dairy products as an exportable commodity, 
making milk and dairy products easily available to the consumers through 
quality improvement and regulation and making institutional arrangement as 
required. The government of Nepal has made amendment to this policy 
document after execution for more than 13 years which is in the approval 
process. The amendments have been proposed to address the issues of federal 
system of Nepal. There are four major policies regarding Cooperative 
Movement: 

1. Cooperative Act (2017)-2074 BS 
2. Cooperative Regulations (2018)-2075 BS 
3. Cooperative Act (1992)-2048 BS 
4. Cooperative Regulations (1993)-2049 BS 

Legal Provision for the MPCs Establishment  

The Ccooperative Act, 2017 is governing the establishment and registration 
process of the cooperatives in Nepal. The section 2nd  of  the Ccooperative Act, 
2017 has made the following provision for the establishment and registration 
process. 

• An association or society may be formed and incorporated as cooperative 
that has a view to rendering services and facilities for the economic and 
social development of its members in consonance with the cooperative 
principle; 

• A preliminary association, cooperative must consist of at least thirty 
people or shareholders as its members excluding persons from same house. 

• A sectorial society must consist of at least fifteen people or shareholders as 
its members excluding persons from same house. 

• A subjective district cooperatives union must consist at least 11 
cooperative societies (but, it can be at least 6 cooperatives in the districts 
declared as remote area) as its members. 

• A district cooperatives union must consist at least 15 cooperative societies 
and/or district subjective cooperative union (but at least 7 cooperatives in 
the districts declared as remote area) as its members. 
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• A province cooperatives union must consist at least 25 cooperative 
societies and/or district cooperative union from different 5 districts (but it 
should include at least 50% district cooperative unions) as its members. 

• A central cooperatives union must consist at least 51 cooperative societies 
and/or district cooperative unions from different 7 districts (but it should 
include at least 50% district cooperative unions) as its members. 

• There will be only one district, province, and central level cooperative 
union in entire or per section. 

• Application for the registration shall be done with according to the asked 
format through the authorized register in division cooperative office of 
municipal or province level. The following documents should be 
submitted: 
i) Proposed Article of Association of the Cooperative Society/Union 
ii) Feasibility Study Report as per suggested by the registrar office 
iii) Share price and the paid-up proof of share amount by the members 
iv) Other documents such as citizenship copy, members meeting 

minutes, and other asked documents by the register office. 
• Registration decision should be given within 30 days of filling of 

registration application if register officer found that the registering 
compliances are fulfilled, the members have agreed to follow the 
cooperative principal, the adequate base of cooperative acting as the 
community -    based organization, etc. If the necessary process has lacked 
the required formalities and documents the office of registration shall 
request application again to the applicants within 15 days, stating the 
required formalities. 

• Cooperative society is legal entity with limited liabilities, separate 
common seal, acting as a natural personal while doing the business and 
financial transactions. 

• Working area for the milk cooperative shall be within one municipal area 
but can be increased with required increase in volume and scope of 
business activities. 

Government Subsidy to Cooperative 
Government have provided following subsidies regarding promotion of 
agriculture production, processing, and marketing (CASA, 2020): 
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Subsidies for Acquisition to Industry Operating Through Cooperatives 

Twenty five percent for the acquisition of necessary equipment for milk, meat, 
fruit and vegetable processing industries operating through cooperatives while 
it also applies to the establishment of feed industries for fish and livestock based 
on non-food industries at the local level. 

Agro-Based Subsidy 

 For the aim of improving agricultural outcomes in rural Nepal, the GoN under 
the Prime Minister Agriculture Modernization Project throughout the country and 
Nepal Livestock Sector Innovation Project (project implemented 28 districts) 
provides subsidies on agricultural and dairy equipment and tools purchase, 
construction of agriculture collection and cooperative centers, agriculture Haat 
Bazaar centre, primary processing centre, warehouse and business training 
centre. 

Interest Subsidy on Loans 

The GoN provides loans up to Rs. 700,000 with a 5% interest rate for business 
start-ups to encourage young entrepreneurs with higher education as well as 
innovative knowledge, skill, and capacity to launch their own business. The 
applicant requires their educational certificates as collateral to obtain this loan. 
A loan (on collective guarantees) of up to NRs. 1 million at 5% interest is 
provided for Dalit community applicants by socially integrating them to run the 
business through cooperatives and community production systems. There is a 
provisioned budget for modernization and promotion of traditional skills and 
occupation.  The government also provides loans at 6% interest on collective 
project-based loans up to Rs. 1.5 million operated by women through the 
development of their entrepreneurship, skill development, and training. 
Furthermore, the product can be obtained for commercial agriculture and 
livestock. 

Subsidy on Export 

 A 5% cash incentive is provided on exports in the sector of industrial 
development for products such as cement, sugar, and iron rod, among others. 
There is a compulsory requirement of a credit guarantee and insurance of such 
businesses. Government subsidies are accompanied by many preconditions and 
procedures. At the same time subsidies in different forms and volumes are being 
made available through agencies at both the Federal and local levels.  
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Insurance  

The government has subsidies for up to 75% for agriculture and livestock 
insurance to promote and encourage farmers. The uptake of these insurance 
services has been slow due to lack of awareness, but these are being promoted 
by cooperatives and farmers groups. The uptake among farmers especially for 
large livestock is quite good as the awareness level on these insurances have been 
growing. This is an important opportunity as the introduction and 
popularization of livestock insurance can expedite the commercialization 
process by reducing some of the risks and uncertainties. This can be promoted 
with the dairy processing companies, along with cooperatives and chilling plants 
as distributor/aggregator for insurance companies. 

Challenges of Dairy Cooperatives 

Nepal is one of the countries having highest livestock population densities per 
unit of cultivated land in Asia. However, the productivity of most of the livestock 
species is poor due to many inherent and external constraints. The poor genetic 
potential has been further aggravated by short supply of quality resources and 
poor management practices. Some of them major constraints being faced by the 
dairy farmers throughout the country are:   

Poor Genetic Potential  

The native breed cattle and buffaloes are low productive (450 liter milk per cow 
per location and that for buffalo is 850 liter per lactation). While the average milk 
production per cow per lactation is 738 liter and that for buffaloes is 780 liter. 
The Artificial Insemination (AI) coverage in cattle is 25.54% and in buffalo is 
5.51% (NLBO, 2075/076 BS) on the basis of breedable animal. Poor genetic 
potential of indigenous dairy animals leading to high cost of production.  

Shortage of Feed/ Fodder 

There are an excessive number of unproductive animals which compete with 
productive dairy animals in the utilization of available feeds and fodder.  The 
grazing area is being reduced markedly every year due to industrial 
development resulting in shortage of supply of feeds and fodder to the total 
requirement. Ever increasing gap between demand and supply in feeds and 
fodder limits performance of dairy animals. Moreover, provision of poor quality 
of forage to dairy cattle restricts animal production system. The low capability 
of purchasing feeds and fodder by the small and marginal farmers engaged in 
dairy farming result in inadequate feeding. Non-supplementation of mineral 
mixture results in mineral deficiency diseases. High-cost Feeding reduces the 
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profits of the dairy industry sector (Singh et. al., 2020). In terms of dry matter 
(DM) content, there is a 31% shortage of DM to fulfill the requirements of existing 
livestock in the country (FEED The FUTURE, 2016). 

Animal Health 

 Presence of parasitic infestation and many trans-boundary animal diseases 
(TADs) including FMD and the recent outbreak of LSD in cattle and buffalo in 
commercial dairy holding in different parts of the country severely impacted the 
target of self-sufficiency in milk production. Similarly, infertility problem in 
cross bred animals from delayed maturity to postpartum anestrus and repeat 
breeding to abortion is also highly prevalent in the country. 

Milk Marketing channel 

Among the total milk production only 17% of milk passes into formal sector of 
milk marketing whereas 33% goes to informal sector and remaining of 50% is 
used by households themselves. So, it is very difficult to track the volume of milk 
passing through all these channels, particularly in case of private dairies and 
cooperatives that are not supplying milk to DDC (as all cooperatives are not the 
part of DDC system); and informal milk trading mainly due to unavailability of 
data. Even if the private dairies are also a part of the formal sector, they are very 
reluctant to share their data and information. As learned, although some years 
back Livestock Market Promotion Directorate of DLS had developed an 
information system with the consent of private dairies to share their data; the 
system did not work even for a short period mainly because of the erratic and 
inconsistent data received from the private dairies. As such, presently there are 
no ways to find out the reliable data of the private sector.  

Lack of Clear Policy 

Dairy Cooperative Movement takes Amul Dairy Cooperative as a role model. In 
this regards Cooperative Related Rules, Regulation should be clear. In context of 
Nepal Company Act and other regulation doesn’t treat cooperative as a business 
entity. 

Milk Pricing Policy (for both Producer and Consumer) 

Existing pricing policy for raw milk is based upon fat and solid not fat (SNF) 
content. SNF consists of all solids except fat. Due to this, the measurement of SNF 
may also include non-milk solids added to raise the SNF to get the higher price. 
To discourage the addition of such non milk solids such as sugar, starch, etc. 
alternative method should be considered seriously. One such test may be the 
measurement of milk protein. Addition of protein is costly and not easily 
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available. But limitation of this test is that it requires costly Milko-Analyzer or 
Milko-Scan. Such equipment is not available at all places and is comparatively 
costly. 

Insurance 

Low coverage of insurance is major challenges for Dairy Cooperatives. Scattered 
farming households, less awareness on insurance benefit make farers less 
attraction over insurance. Although 75% incentive is given by the GoN on 
insurance coverage, it is comparatively low. 

COVID-19 Effect and Revival Mechanism 

Dairy activities are severely affected despite relaxation provided by the 
government to continue the operation of dairy during lock-down period. Since 
almost all economic and public activities are shut down, sale of milk products 
including liquid milk has dropped to unexpected lower level. Stock of SMP, 
butter and cheese has piled up, causing blockage of capital. Due to this, dairies 
are not able to pay the farmers, staffs, bank loan and so on.  

Technical Know-how 

Most of the milk Cooperatives lacks technical personnel especially related to 
livestock production and animal health facility. Proper availability of technical 
person increases trust over cooperatives as well as economic condition of 
Cooperatives. Veterinary health care centers are in far off places. The ratio 
between cattle population and veterinary institution is wider, resulting in 
inadequate health services to animals. No regular and periodical vaccination 
schedule is followed; regular de-worming program is not done as per schedule, 
resulting in heavy mortality in calves, especially in buffalo. No adequate 
immunity is established against various cattle diseases. 

Seasonality of Milk Production 

About 70% of milk is produced in flush season (October to March) whereas 
remaining during lean season (April to September). This seasonality hits the milk 
handling as well milk price payments. The processor does not buy all the milk 
produced in flush season. Farmers' faces milk holiday because of this. 

Poor Relationship between the Dairy Value Chain Actors 

There is information gap and lack of trust between the dairy value chain actors 
and poor database management. There is no any legal mechanism to streamline 
them.  
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High Production Cost 

Production cost of milk is high to due to lack of quality feed, breeding facility, 
health management, hygiene management. Most of the dairy farmers use 
concentrates for milk production. 

Recommendation and Way Forward 

There is an urgent need to approve TADs (transboundary animal disease) control 
strategy including RBSP for control of FMD. Prevention and response plan for 
various zoonotic diseases like infection with Mycobacterium bovis and, Brucellosis 
has to be developed and implemented in the country. The pricing of milk and 
milk product in the favor of farmers is required to increase farmer's participation 
in the dairy sector. All the members of dairy cooperatives must be orient for 
hygienic and clean milk production. Clear policy level decisions promote dairy 
cooperative for insurance policy in remote areas of the country where other 
insurance companies could not reach. Health care management for many 
reproductive disorders of dairy cattle and buffalo need to be considered. We 
have to use and promotion the locally available feed ingredient and grasses for 
the preparation of low-cost feed within country. Timely vaccination against 
prioritized TADs diseases in the country is another area to be included. In 
addition to these, a following detailed recommendations and way forward are 
provided in the tabular form. Issue wise recommendation for future 
development of dairy cooperative is presented in Table 4. 

Table 4.  Issue wise recommendations for dairy cooperatives 

Issues Recommendation Way forward 
Federalization (who 
is responsible for 
cooperatives; 
Handling, 
Monitoring and 
Supervision?) 

Local Government should 
be clear on their roles and 
responsibilities. 

Department of Cooperatives 
along with Cooperatives 
related organization make 
dialogue and clarify the area 
of intervention. 

Whether 
Cooperatives 
Business 
Organization or 
social organization? 
Legal hurdle for 
undertaking 
business 

Policy level dialogue should 
be done and clarify the 
certain terms such as 
Cooperatives should be 
provided with legal 
authority to carry out dairy 
business including 
insurance for their animals  

Amendment should be done 
on Cooperative as well as the 
Company Act. 

Pricing Mechanism If possible two types of 
pricing policy should be 
done i.e., flush season and 
lean season. 

Separate milk pricing body 
should be made which 
regularly recommend the 
milk price. 
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Issues Recommendation Way forward 
Low quality milk 
and milk products 

Production should be done 
by good husbandry practice 

Hygienic milk production and 
handling training to the 
producers and processor 

Milk holiday  Establish milk powder 
plants and diversify new 
dairy products 

DMPCU/CDCAN should get 
opportunity to establish milk 
powder plant by amendment 
of dairy cooperative Act and 
company registration Act, 
2017   

COVID-19 Impact Cooperative should have 
reserve fund to handle 
COVID-19 types of 
pandemics. 

Ministry should take lead and 
make dairy fund which will 
support all actors of Dairy in 
the time of crisis. Crisis 
Management Team should be 
made. 

Technical know-
how 
(i.e., poor 
professional 
capacity of dairy 
cooperatives) 

Every milk cooperative 
should have at least one 
technician with them 

Cooperatives Policy should be 
revised and strongly 
monitored. NDDB could be 
one of the facilitating agencies 
for capacity building of dairy 
cooperatives, 

Poor relationship 
between and among 
the dairy value 
chain actors 

There should be cordial 
relationship between the 
value chain actors and 
sharing of information is 
necessary. 

Establish a value chain actor 
forum to discuss on problems 
and prospective of dairy 
value chain actors and 
consolidated effort on policy 
reform for one another. 

High production 
cost 

Milk production cost should 
be reduced provisioning 
proper breeding, feeding, 
care, management, animal 
health and market 
management. 

Production cost reduction 
approach for breeding, 
feeding, health care and 
marketing intelligence.   

Conclusion 

The dairy sector is instrumental in reducing poverty through employment and 
income generation opportunities. There is gradual shifting of dairy sector from 
subsistence to commercialization. The main legal back up for the implementation 
of dairy program is guided by Dairy Development Policy,2007 (2064 BS) and 
Cooperative Act. 2017 (2074 BS). However, these policy documents and act 
needed timely amendment in the context of federalization to address the various 
issues of dairy sector. Priority TADs including zoonoses need to consider 
increasing clean and safe milk production. Moreover, holistic, and well 
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coordinated dairy inclusive programs must be implemented in order to achieve 
the per capita target as recommended by FAO/WHO. 
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Livestock is the largest sub-sector of agriculture in Pakistan. The sector 
contributed 60.1% to agricultural value-added, 11.5% to the GDP, and achieved 
a growth of 3.1% in the year 2020-21. Livestock is an important source of 
employment to rural households and provide food to the fast-growing 
population of the country. More than eight million rural families are engaged in 
livestock production, deriving 35-40% of their income from this sector. These 
statistics clearly depict the critical dependence of 40-50 million rural people on 
livestock sector. The net foreign exchange earnings from livestock sector are 3.1% 
of all the export earnings of the country (GOP, 2021). 

Dairy farming is not only a source of employment and income for smallholder 
families in rural Pakistan, but also important in providing food to all age groups. 
Milk and its products have been estimated to account for 26% of average 
household expenditure in Pakistan (GOP, 2017). The average availability of milk 
per head was 231 L in 2019 (Anonymous, 2020), which means more that 70% of 
animal protein in average Pakistani diet is contributed by milk. Pakistan ranks 
3rd in milk production in the world after India and the United States of America, 
ranks 2nd in buffalo milk production, and 12th in cattle milk production (Khan, 
2008; Anonymous, 2020).  

The total milk production in Pakistan during 2020-21 was 63.68 million tons 
(GOP, 2021). Majority of this milk comes from smallholder farmers with 
subsistence or market-oriented farming in contrast to developed countries (Tahir 
et al., 2019). Almost 80% of milk is produced at small scale in rural areas, 
followed by peri-urban and commercial farms (15% and 5%, respectively). The 
value of total milk produced is more than the total value of wheat, rice, maize 
and sugarcane crops in the country, yet dairy remains a neglected sector.  

Pakistan has an estimated 93.9 million cattle and buffaloes (GOP, 2021), but per 
animal productivity of the local animals is only one-fourth to one-fifth of the 
European and American breeds. The low yield of dairy animals could be 
attributed primarily to lack of consistency in national breed improvement 
programs, and to shortage of feed resources and obsolete farm management 
practices (Shahid et al., 2012). The national milk average of different local dairy 
breeds is around 6-8 L per head, which is far below compared to Holstein 
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Friesian. Due to these reasons, the estimated milk demand is growing by 7% per 
year, whereas the supply is increasing at only 3%. Therefore, milk powder is 
imported in the country despite the third highest total milk production status 
(Zia, 2006). 

The dairy sector in Pakistan has mainly been of subsistence holding type during 
1970s and thereafter, it gradually started shifting to commercialization. 
Although multinational and national companies have been entering in dairy 
business since eighties of previous century, a notable increase in corporate dairy 
farms could only be seen during the last 15 years. This recent shift is due to 
government’s encouraging policies regarding import of high producing cows, 
especially Holstein Friesian. 

Livestock Resources of Pakistan 

Livestock population (2020-21) of Pakistan is approximately over 213 million 
heads and includes 51.5 million cattle, 42.4 million buffaloes, 80.3 million goats, 
31.6 million sheep, 1.1 million camels, 0.4 million horses, 5.5 million asses, and 
0.2 million mules (GOP, 2021). The last 25 year’s trend of population of livestock 
species having contribution towards national total milk production is given in 
Figure 1.  

 
Figure 1. Population trends for major livestock species in Pakistan (GOP, 2006, 2016, 

2021) 
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recognized breeds of each livestock specie. There are 15 indigenous cattle breeds 
in Pakistan (Ghaffar, 2014), which are reared all over the country. Almost half of 
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notable milk breeds include Sahiwal and Red Sindhi in Punjab and Sindh 
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provinces, and Cholistani in semi desert areas. Among the indigenous cattle, 
pure breeds constitute only 25% of the cattle population (Afzal and Naqvi, 2004), 
whereas the rest can be classified as non-descript. Cattle are mainly kept for dairy 
and meat purpose, besides draught which has now reduced due to agricultural 
mechanization.  

   
Figure 2.  Distribution of cattle and buffaloes in different provinces (GOP, 2006) 

Crossbred cattle have emerged as a sizeable population in the recent past and 
shared approximately 13% of total population in the country (Khan et al., 2008; 
Tahir et al., 2019). Livestock breeding policy of Pakistan was formulated in 1983 
and it allows crossbreeding of nondescript cattle with Holstein Friesian and 
Jersey, with a desired level of exotic inheritance between 50 and 75%. The cross-
breeding with exotic semen for improved milk-production is on a rising trends 
presently. During the last decade, government encouraged import of Holstein 
cows, which has given rise to number of corporate dairy farming in the country. 

The buffaloes in the country are of riverine type and mainly belong to five breeds 
including the famous ‘Nili-Ravi’ and ‘Kundi’ (Ghaffar, 2014). Contrary to cattle, 
92% of the total buffaloes are present in two provinces, with 65% present only in 
the province of Punjab (Figure 2). The disparity in distribution of buffaloes can 
be attributed to suitability of the animals in riverine areas and farmer’s 
preferences in certain areas. The cattle in arid areas of Balochistan province have 
less production and can survive on scarce fodder conditions as compared to high 
producing buffalo. Furthermore, local cattle breed specific to a certain area are 
also kept by rural households for show and game purposes. 

The population of livestock has been increasing over the years with variable 
growth-rate for different species. The growth rate observed for buffaloes is 
higher than the cattle. Population of cattle in 1950’s was almost double to that of 
the buffaloes due to its use as drought animal then. Thereafter, increase in cattle 
population became slower due to introduction of mechanization in agriculture. 
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The introduction of crossbreeding programs resulted in improved milk 
production of cattle and an increased interest in the specie during 1990s. During 
the last decade, interest in cattle gained higher momentum with imported 
Holstein Friesian, which are being used by corporate dairy farms. Despite these 
efforts on cattle, buffalo still remains the main dairy animal of Pakistan and its 
population is growing at almost 1.75 times the population of cattle (Afzal and 
Naqvi, 2004). A major factor in this regard is consumer preference for buffalo’s 
milk due to its higher butter-fat and total solids contents. Thus, milk of cows is 
sold at lower prices than buffalo milk in most parts of the country. Secondly, the 
production of Nili Ravi and Kundi breeds of buffaloes is higher than the 
indigenous breeds of cattle. These two factors make buffalo a favored animal for 
smallholder farmers. Therefore, despite the smaller population of buffaloes, their 
contribution in total milk production is more than that of the cattle (Figure 3). In 
brief, buffaloes are 19.91% of dairy animal population, but contribute over 60.2% 
of the total milk (GOP, 2021). Cattle are 24.18% of the dairy animal population 
and contribute to 36.7% of the total milk. Cattle and buffaloes together provide 
96.9% of the total milk produced in the country, while 3% is obtained from 
camels, and goats. The contribution of sheep to total milk production is estimated 
at 0.07%, but this is seldom marketed for human consumption. 

 
Figure 3. Contribution of different species in total milk production of Pakistan (GOP, 

2021) 

There are 37 and 33, goat and sheep breeds, respectively in Pakistan (Ghaffar, 
2014). Sheep farming is mainly concentrated in Baluchistan i.e., 48%, whereas 
goat farming is evenly distributed among all regions of Pakistan (GOP, 2006). 
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The majority of sheep and goat breeds are of meat type. Some breeds of goats 
including Beetal, Dera-Din-Panah, Kamori, Nachi, and Damani can be 
considered as dairy breeds. These breeds give up to 2 L milk/day and, although, 
not comparable to improved dairy breeds elsewhere, have potential to be used 
as dairy animals in smallholder farming. These breeds and the dairy camel of 
Pakistan (avg daily production 20 L) however remain neglected as a commercial 
source of milk. 

Milk Production Trends 

The trend of milk production in Pakistan during last 50 years is presented in 
Figure 4. There has been almost a 10-fold increase in milk production during the 
last 50 years. Pakistan was producing six million tons of milk during 1971-72, 
which is now estimated to be 63.7 million tons. This increase in milk production 
is mainly due to increase in number of dairy animals rather than an increase in 
animal productivity. Reasons of not achieving higher productivity is reliance of 
smallholders (the backbone of milk production) on indigenous breeds, for which 
breed improvement programs have been inconsistent. Other reasons for 
stagnant productivity are informal livestock marketing systems, feed shortages, 
poor infrastructure in rural area, and traditional farming practices by 
smallholders (Ahmed et al., 2012). 

 
Figure 4.  Milk production in Pakistan during last 50 years (GOP, 2006) 
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Animal-Production Systems in Pakistan 

Livestock production in Pakistan is closely integrated with crop-production with 
the exception of peri-urban dairying, nomadic small ruminants and camels, and 
the new trend of corporate dairy farms. The majority of farms are integrated and 
mixed units having cattle and buffaloes, and sometimes sheep or goats or both 
(Afzal and Naqvi, 2004). Five types of production systems in Pakistan have been 
described (Afzal, 1998) as mentioned in Table 1. 

Table 1. Comparison of dairy farming systems in Pakistan (De-Jong, 2013; Tahir et al., 
2019) 

Type of Farm % of total 
farms 

Herd size Type of 
animals 

Daily yield 
(L/head) 

Rural subsistence 
(smallholders) 

70 1-3 Buffalo 3 

Rural market oriented 
(smallholders) 

20 5-8 Buffalo 3-5 

Rural commercial 2.9 10-30 Cattle /buffalo 7-10 

Peri-urban commercial 2 10-200 Cattle /buffalo 10 

Large scale corporate > 0.1 1,000 Cattle 20 

Majority of the livestock heads are distributed in small units (1-3 animals) 
throughout the Pakistan. This invariably leads to fragmented dairy farming 
structure and poses logistical issues for organizations aiming to help these 
farmers (Shahid et al., 2012). The large-scale commercial farming is limited and 
only 6% buffalo and 9.8% cattle population is kept by farmers with more than 20 
animals per household. A brief overview of these production systems is below: 

Rural Subsistence Production System 

 Almost 60% of the cattle and buffalo were being reared under this production 
system through early 1990’s. One household had 1-3 dairy animals being reared 
on grazing with some straw and green fodder. Around 25% of milk produced 
was sold and remaining was utilized for domestic purpose. This system still 
exists in the country. 

Rural Market-oriented Smallholder Production System 

 Under this system, 5 to 8 animals per herd are kept (without bulls) and fed 
fodder with wheat straw and seed (oil) cakes. More than 70% of the farm milk is 
sold directly or through middleman. The rural subsistence production system 
was transformed into rural market-oriented smallholder production system in 
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1990’s. This system is adopted mainly by those smallholders who have access to 
nearby livestock markets. 

a. Rural Commercial Dairy Production System 

The dairy sector in Pakistan started progressing gradually towards commercial 
dairy farming in 1980’s. In this system, around 10 to 30 animals are kept (with 
over 70% females), which are fed 50% fodder, 35% straws and rest of the ration 
comprising of concentrates. This system is a commercial enterprise and thus over 
90% of the farm milk is sold. 

b. Peri-urban Dairy Production System 

This production system evolved with the rise in urban milk demand in late 
1970’s. Large colonies of peri-urban farms were later established with movement 
of animals outside cities with the advent of the 21st century. The herd size in this 
system varies from 10 to 200 animals. Depending on locality, more than 90% 
females can be in production at a given time. These animals are provided with 
limited amounts of chopped green fodder, but ad libitum feeding of wheat straw 
with concentrate mixtures or dairy feeds. Almost all of the milk produced is sold 
in mostly fresh form or processed through outlets. Some farms in cattle colonies 
around Karachi may process or pack milk using their own facilities or those of a 
community or self-help group. 

c. Corporate Dairy Farming 

The corporate dairy farming was introduced in Pakistan during last twenty 
years. These dairy farms have exotic animals, mostly Holstein Friesian, with herd 
sizes varying from 200 to 5,000 cows. All of the milk produced (except for the 
calves) is sold either to milk processing companies or in some cases directly 
supplied to retailers after on farm processing. 

Milk Processing and Marketing Systems 

The milk consumption in Pakistan has been growing with an average of 3.2% 
during the last decade and reached 231 L/head in the year 2019 (Anonymous, 
2020). Majority of the Pakistani consumers prefer buying milk in raw and lose 
form owing to its lower cost, and taboos about packed milk. Furthermore, raw 
milk enables separation of cream after heat treatment in homes, which is not 
possible in case of homogenized processed milk. These factors over the years 
have limited the share of processed milk to only reach approximately 5% of the 
total market. The preferences about milk consumption also make it unpractical 
for the rural subsistence holders to increase milk production because the produce 
exceeding a certain amount will have to be marketed in distant urban areas. 
Thus, a large portion of the milk is consumed at producer level. 
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Milk is a highly perishable commodity requiring timely distribution to 
consumers or quick transportation to processing facilities after collection. As 
bulk of the milk in Pakistan is produced in rural subsistence farms, it is not 
practical to channel it to urban markets. Milk transportation requires a well-
maintained cold chain for preserving its quality, and such facilities are 
nonexistent in remote areas. The higher capital and operational costs, and power 
shortages in such areas are obstacles in establishing cold chain facilities which 
ultimately result in milk losses. According to an estimate of Asian Development 
Bank (ADB), such losses are approximately 15-20% of the total milk production 
in some areas (Tariq et al., 2008). Furthermore, problems of adulteration, and 
unhygienic farm practices negatively affect milk collection and processing 
operations. Besides creating obstacles in organizing farmers in cooperatives, 
these factors also make it difficult for the corporate milk processors to operate in 
remote rural areas. Hence, many of the processing units are not operating at full 
capacity. For formulation of some dairy products, milk processors also have to 
rely on imported milk powder which has been imported at a rate of over 500 
thousand tons of milk equivalents annually for the last several years (Statista, 
2019). Such imports result in net economic losses and indicate shortcomings in 
the value chain (UVAS, 2017). 

Milk Marketing System 

The milk marketing system of Pakistan can be roughly categorized in two main 
channels i.e., informal and formal. The informal is the traditional channel in 
which, milk is marketed in raw and mostly lose form. The formal channel covers 
the milk, which is subjected to some form of processing and packaging. These 
channels are described in Table 2 and Figure 5. As already presented in Table 1, 
over 90% households raising cattle and buffaloes are smallholders having herds 
of less than 10 animals. These smallholders produce 95-97% of the milk, which is 
mostly marketed in raw, unprocessed form through informal agents in the 
marketing chain. The estimated share of processed Ultra High Treatment (UHT) 
and pasteurized milk is between 5 to 8% (Riaz, 2008). The raw milk channeled 
through traditional middleman (gawala) accounts for 90% of the milk marketed 
in Pakistan. 
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Table 2.  Milk marketing channels (Tariq et al., 2008). 

Milk marketing channels Milk processing Characteristics 

Traditional (Informal) Unprocessed 
(> 90% milk) 

• Direct or indirect selling through 
outlets. 

• Indirect selling in villages. 

Non-Traditional (formal) Processed 
(5%) 

• UHT milk through milk 
processing firms. 

• Pasteurized by large dairy farms. 

 

 
Figure 5 Milk marketing channels 

It has been estimated that around 60% of the milk produced by smallholders is 
consumed within the family, and only 40% of the remaining enters the market 
chain (De-Jong, 2013). Milk produced by small holders is collected by 
middleman (dodhis/gawala), the most important link between milk procurers and 
farmers. Middleman collects milk in small quantities from farmer’s doorstep in 
villages and then supplies it to urban consumers. In addition to direct supply to 
consumers, the excess milk is sold to shop-keepers, makers of khoya (condensed 
milk), cottage cheese makers, confectioners/bakers, and milk collection centers 
of processing plants (Table 3). It is common for the dodhis to purchase fresh milk 
on the basis of quantity. In such cases, farmers usually have annual contracts and 
get paid on monthly basis. Dodhis also serve as creditors and pay advance money 
leaving little room for smallholders to challenge the lender. For keeping the 
quality of milk while transportation to distant markets, freezing and addition of 
chemical preservatives is commonly practiced. 
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Table 3.  Breakdown of the Milk Collection Chain (De-Jong, 2013) 

Size of operation Milk sales 

Rural farming  * 60% Consumed by the farmers  
* 40% Marketed by dodhis  

o 5% To bakers and confectioners  
o 10% To collection/procurement agents of 

processing plants  
o 85% To contractors which sell 90% of collection to 

retail shops and remaining to processing plants, 
bakers and confectioners. 

Peri-urban farming  * 5% To dodhis  
* 15% Sold directly to consumers  
* 80% Sold to retail shops  

Urban farming  * 15% Sold to retail shops  
* 85% Direct to urban consumers  

Skimming of milk is also commonly practiced by large middlemen, which adds 
to their profits. This is especially true for the buffalo milk, which has higher milk 
fat (6-8%) and has over 60% share in total milk produced in the country. This 
enables Dodhis, in some cases, to skim 30-50% of their daily milk collection. The 
skimmed milk is used for yogurt making and/or mixed with milk for sale in open 
market.  

Contrary to the case of dodhis, the corporate milk processors collect milk from 
distant area and provide some form of extension services. The corporate milk 
processors also perform required tests in order to ensure milk quality and safety. 
Small chilling plants around collection centers and refrigerated carriers are used 
by the corporate sector for preserving quality of milk during transportation. The 
UHT milk and tea whiteners are the top products in volume produced by the 
corporate milk processers. Other products include pasteurized milk, dairy 
drinks, flavored milk beverages, milk powder, baby formulas, and ice cream. 
Different forms of cheese (predominantly cheddar, mozzarella, and parmesan) 
are produced by specialized cheese manufacturers. 

Cooperatives in Pakistan 

As per International Cooperative Alliance (ICA), the word cooperative can be 
defined as an autonomous association of persons united voluntarily to meet their 
common economic, social, and cultural needs and aspirations through a jointly-
owned enterprise. These associations are formed for self-help, and function on 
principles of democracy and equality. Cooperatives are owned by their 
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members, and usually each member has the right to vote in electing the board of 
directors.  

Agricultural and dairy cooperatives are the cooperatives in which farmers pool 
their resources in certain areas of the respective farming activity. These may be 
further divided into two broad categories viz, service cooperatives, providing 
services to members; and production cooperatives, in which production 
resources are pooled (Cobia, 1989). 

The principles of cooperation created by ICA, are the guidelines adapted by 
cooperative departments in Pakistan (RCSP, 2011), by which cooperatives put 
their values into practice. 

Cooperative Legislations 

The cooperative movement was introduced in the Indian subcontinent, by the 
British government as Cooperative Credit Societies Act, 1904 to rescue 
agriculture farmers from moneylenders. This Act encouraged formation of credit 
societies, which at that time was a relief for the farmers. The Cooperative 
Societies Act 1912 broadened the scope of activities and was a start of cooperative 
movements in different fields. After approval of the Government of India Act 
1919, provinces were given autonomy on cooperatives and some provinces like 
Bombay passed its separate act namely the Bombay Cooperative Societies Act, 
1925. This act continued to be in place in its formerly attached Sindh province 
after independence in 1947. It was later adapted throughout West Pakistan in 
1965 with some improvements. 

Currently, cooperatives are a provincial responsibility and are registered with 
Provincial Registrar of Cooperative Societies. Along with the case of 
cooperatives, agriculture is also a provincial subject owing to its devolution after 
18th amendment in the Constitution of Pakistan in 2010. However, the Bombay 
Cooperative Societies Act 1925 continues to be the ancestor of cooperative 
legislation in all the provinces. For instance, the province of Khyber 
Pakhtunkhwa passed Khyber Pakhtunkhwa Cooperative Societies 
(Amendment) Act in the year 2020. The province of Balochistan implemented the 
Act of 1925 as Cooperative Societies Balochistan (Amendment) Bill in 2020. The 
province of Punjab amended the Cooperative Societies Act, 1925 in the year 2006 
to bring it in line with the changed scenarios. In case of Sindh province, the 
Bombay Cooperative Societies Act 1925 still continues to be operative with 
amendments. The legal frameworks dealing with cooperatives in Pakistan are 
summarized in Table 5.  
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Table 5.  Legal framework for cooperatives in Pakistan 

Nature Act/Rules 

Governing 
Law 

Cooperative Societies Act, 1925 (amended time to time in provinces). 

West-Pakistan Cooperative Societies Act, 1965 (Sindh). 

Cooperative Societies (Amendment) Act, 2006 (Punjab). 

Khyber Pakhtunkhwa Cooperative Societies (amendment) Act, 2020. 

Co-operative Societies (Balochistan Amendment) Act, 2020. 

Sindh Cooperative Societies Act, 2020. 

Rules The Cooperative Societies Rules, 1927. 

Other 
Laws and 
Ordinances 

Cooperative Societies (Repayment of Loans) Ordinance, 1960. 

West Pakistan Cooperative Board (Dissolution) Act, 1966. 

Punjab Cooperative Societies and Cooperative Banks Ordinance 1966 
(Repayment of Loans) Ordinance, 1966. 

Cooperative Societies Order 1972 (Reforms). 

Sind Cooperative Societies Reforms Rules, 1973. 

Cooperative-Farming Act, 1976. 

Cooperative Farming Rules, 1976. 

Interest Free Loan Utilization and Recovery Rules, 1977. 

Establishment of Federal Bank for Cooperative and Regulation of 
Cooperative Bank Act, 1977. 

Federal Bank for Cooperatives and Regulation of Cooperative Banking 
Rules 1977 (Accounts). 

Board of Directors of Federal Bank for Cooperatives and Regulation of 
Cooperative Banking Rules, 1977 (Meetings). 

The Cooperative Societies Ordinance, 1980 (Reform). 

Punjab Undesirable Cooperative Societies (dissolution) Act, 1993. 

Punjab Self-Supporting Co-operative Societies Act, 2006. 

Cooperative Functioning Models in Pakistan 

Although, each province has its own Act on cooperative Societies, there are 
similarities in the rules. The membership of a society is voluntary and open. The 
minimum number of members required to form a cooperative society is 30. In 
case of a producer’s or housing society, the minimum number of members is 50. 
In some cases, it is mandatory for the members to have residence within a radius 
of 15 kilometers from the registered office of the society. A cooperative society is 
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managed by a body of members, which is called managing committee and is 
elected in the general meeting (highest authority) through secret balloting.  

The value of share and share holdings are determined in annual general meeting 
and subsequent general meetings of the members. The benefits and losses are 
allowed to the members according to the number of shares they possess. If a 
society suffers losses, it may lead to liquidation. Members of the cooperative 
societies can check the affairs of the society. Besides, the provincial cooperative 
departments regulate the working of cooperative societies in each province, 
including regular auditing and monitoring of the elections. Overall, the key 
objectives and functions of the cooperative departments are same and can be 
summarized as below: 

• Increase in income of small and landless livestock keepers; 
• Facilitate the people in formation of the cooperative societies; 
• Guide the members about the cooperative principles; 
• Provide training to the employees, members of the cooperative 

institutions; 
• Provide/arrange credit to the members; 
• Promote savings especially amongst women; 
• Supervise/monitor the working of the cooperatives; 
• Conduct or arrange audit and inspections; 
• Recovery of loans; 
• Arbitration of disputes; 
• Liquidation of societies. 

Number of livestock related cooperative societies in the province of Punjab for 
the year 2010-11 are listed in Table 6. These data show that livestock societies in 
general are only a fraction of the total number of societies. However, dairy 
societies are almost half of the total societies on livestock and poultry farming. 

Table 6. Statistics of livestock cooperative societies in the province of Punjab  
(RCSP, 2011) 

S. 
no. Type of societies 

No. of 
societies Membership 

Working capital 
(Rupees in million) 

 Total cooperative societies  32,662  1,686,748  84.1  
1 Dairy Societies 41 1,294 1.08 
2 Dairy Farming 18 491 2.12 
3 Sheep Shearing Societies 20 756 0.41 
4 Poultry Farm Societies 2 492 0.63 



115 

Dairy Cooperatives in Pakistan 

Promotion of dairy cooperatives, and public sector investment in extension and 
support services can directly affect production and marketing of milk (Staal et 
al., 2008). This is especially relevant to developing countries like Pakistan, where 
majority of the dairy animals are owned by smallholders. Mostly these farmers 
do not have direct access to market or even to a qualified veterinarian. Thus, any 
cooperative focusing on provision of services and milk processing or marketing 
is naturally expected to find its place among farmers and succeed in uplifting the 
situation of the dairy industry. There have been many efforts from federal and 
provincial governments to introduce and support dairy cooperatives in the 
country. These efforts had mixed success rate. Most cooperatives could not 
sustain operation after discontinuation of governmental support. On the other 
hand, some cooperatives like Idara-e-Kissan (IK) continued operation for over 15 
years without direct governmental or NGO support and grew to the extent to 
have owned milk processing plants and outlets. This giant cooperative, which 
operated in two provinces ultimately collapsed due to political interference and 
lack of democracy in decision making. However, this cooperative still continues 
to affect the dairy industry as its model was replicated by the corporate milk 
processing sector to some extent. Further, many dairy farmers in some areas 
started associating themselves with farmer groups and community 
organizations reaping advantages in terms of better milk prices and access to 
support services etc. Lessons learnt from the IK cooperative are also being seen 
in recent and ongoing efforts (yet small scale) of provincial governments, and 
those with the assistance of international donors like Australian Center for 
International Agricultural Research (ACIAR, 2021), and rural support programs 
including Institute of Rural Management (IRM, 2021). While the recent and 
ongoing efforts have yet to prove their success, here we present the case of 
completed projects or any notable effort on dairy cooperatives. 

The Giant Idara-e-Kissan Cooperative 

In 1983, Pattoki Livestock Production Project (PLPP) for the purpose of 
providing education and extension services to dairy farmers was initiated with 
support of the German Government. This project was initially aimed at 
education of farmers and providing extension services. During initial mode, the 
project focused on buying milk from farmers of 15 villages and selling it to local 
dairies in Lahore city. To solve issues in selling milk during abundance/flush 
season, a milk processing plant was established in 1987 in Pattoki (near Lahore 
city) along with a farmer’s organization, Idara-e-Kissan (IK). The objective of this 
transformation was to make the activity sustainable by generating its own funds 
(Riaz, 2008). The IK was then registered as a cooperative in 1989 and it started 
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functioning independently of the PLPP in 1992 with the slogan to Help Farmers, 
to Help Themselves. The IK acquired government-owned milk processing plants 
near Lahore on long-term lease to increase its processing and marketing capacity 
(Mahmood et al., 2008). As initial activities of the IK, the cooperative was started 
in Halla union council (near Pattoki, Kasur District) and it used ‘Halla’ as the 
brand name of all its milk products. The IK cooperative collected milk from 
farmers and in addition to the price paid for milk, provided incentives to the 
members either free or at reduced cost (Riaz, 2008; Fida and Zia, 2013). 

Model of the IK Cooperative 

The hierarchy and modus operandi of the IK cooperative have been well 
elaborated by Riaz (2008). In brief, the membership of the cooperative was open 
to anyone with possession of at least one buffalo or cow in its operational area 
(Riaz, 2008). To become members of the cooperative, farmer had to only supply 
300 L of milk during six months duration, which made them eligible for receiving 
services for next six months. A village with 15 members could form a village 
committee and elect a representative for five years. The next chain of command 
comprised of Union Council Members, out of which a governing body was 
elected. The governing body met quarterly for making policy decisions. Further, 
a nominated Executive Committee (EC) existed for operational decisions. 
However, any decisions of the EC had to be approved by the governing body. 

The milk collection system of the IK cooperative is outlined in Figure 6. In this 
model, milk was collected from members twice a day in each village by the 
designated village milk collectors. These were self-employed members working 
on commission basis and were responsible for testing milk quality, its collection, 
and transportation to the milk collection centers. Upon delivery to the collection 
center, milk was tested again with all liability of rejection on the milk collectors, 
and then transported in chilled form to processing plant. Following the trend of 
that time, the price of milk was paid to farmers on the basis of fat percentage. 
The price of milk was set by the IK itself. 

                              
Figure 6 Milk marketing channel of Idara-e-Kissan 

In addition to the price of milk, the cooperative also offered a range of services 
to its members. These services were offered by IK staff members, some of whom 
were self-employed and stationed in villages. The package of services offered is 
mentioned in Box-1. Compared to the commercial milk processing companies, 
an advantage of the membership of the IK cooperative was its network of village 

Dairy farmer Village collection Collection center Processing plant Retail outlet 
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workers trained to deliver its service package. The farmers who fulfilled the 
additional criteria were associate members and could also avail additional 
benefits. 

 
Box 1.  Package of services offered to Idara-e-Kissan members 

Performance of the IK Cooperative 

Due to the simplicity of obtaining membership and benefits of the extension 
services, the IK cooperative was cordially accepted by farmers. From 1992 to 
2004, it was able to extend its services from 87 to 519 villages in two provinces 
(Table 7). With assistance of government, the cooperative established a milk 
processing plant in Punjab with capacity of 150,000 L/day (actual 120,000 L per 
day). Another processing plant was established in the federal capital.  

Table 7.  Growth of IK cooperative (Riaz, 2008) 

Year 1992 1996 2000 2004 

Villages under IK operation 87 139 351 519 

Farmer members 1,817 7,143 10,753 20,164 

Milk collected (million L) 4.7 9.6 37.7 47.1 

Turnover (million PKR)  340 * 732 923 
* Approximate figure calculated using annual turnover trends from 1998-2004. 

The IK cooperative procured milk from geographically dispersed dairy farmers 
through a network of village collectors. Milk collected from villages was 
transported to processing plants and converted to milk products for marketing 
under the brand name Halla. To deal with seasonality of milk production, IK 
started a powdered milk plant in 2001 with production capacity of one ton per 

• Free of charge artificial insemination and animal vaccination. 
• Animal health services at nominal charges.  
• Animal feed improvement through quality cottonseed cake and 

concentrate. 
• Provision of improved fodder seed at nominal charges.  
• Extension services to educate farmers on animal health and 

nutrition.  
• Social services package:	
o Adult literacy and health education components. 
o Women’s development program including women 

empowerment, family planning, mother/child health, goat 
distribution to poor women. 
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hour. The cooperative also tried to rehabilitate one milk processing plant in 
Sindh province in the year 2004. The IK cooperative can be regarded as a success 
during its time because it continued to grow despite competition with corporate 
milk processors which paid higher milk prices to farmers. This success can be 
attributed to the objectives (Box 2) of the IK cooperative and following factors: 

1. Smallholder farmers had limited access to veterinary services, which were 
ensured by association with the IK cooperative. Veterinary services at 
affordable prices and free artificial insemination attracted farmers to the 
cooperative. 

2. The extension services and training of farmers by IK cooperative improved 
farmer profitability. Thus, in a study conducted by Riaz (2008), it was 
found that members of the IK cooperative had 25% higher milk production 
per animal and 28.5% higher yearly net returns per animal (Table 8). 

3. Being a non-profit entity, the revenues of the cooperative were used to 
finance the package of services to the members (Box 1).  

4. To compete with corporate milk processors, the cooperative focused on 
reducing some of its expenses such as lower cost packing using economical 
material for some milk products such as pasteurized milk. 

5. Smallholder farmers got access to a formal milk supply chain of the 
cooperative. 

 
Box 2.  Objectives of Idara-e-Kissan 

In addition to above, the IK cooperative was quite dynamic in decision making 
during its peak period. The cooperative in late 1990’s realized that the consumers 
preferred fresh unprocessed milk sold by gawala (middleman) due to price 
difference. The cooperative thus changed its policy in 1998 and started supplying 
pasteurized milk in lose form without packaging, through small retail milk 
shops. This strategy reduced packaging cost and increased the number of 
consumers, who were looking for quality, but not ready to pay higher costs. The 
price of processed milk was comparable to fresh milk supplied by the gawala, but 
quality was better. The price per liter of UHT milk, pasteurized unpacked milk, 

* Increase the income of small and landless dairy farmers.  
* Farmers should take care of its livestock and take preventive 

measures regarding animal health.  
* Farmers should reinvest some income on his livestock to 

increase their productivity.  
* Farmers should know the importance of the livestock sector.  
* Self-employment opportunities for farmer community 
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and fresh milk in 2003 were PKR 30, 17, and 12-18, respectively (Mahmood et al., 
2008). With the increased number of consumers and demand, the IK cooperative 
was able to establish many Halla retail milk shops in Lahore. By the year 2005, 
the cooperative had 450 Halla retail shops and was selling 70,000 L of unpacked 
pasteurized milk, 20,000 L of pouch-packed pasteurized milk, 30,000 L of UHT 
milk and was also converting 80,000 L to milk powder and other products. 

Table 8.  Economic comparison of IK farmers vs non-IK farmers (Riaz, 2008) 

Item IK farmers Non-IK farmers 
Milk yield / animal (L/lactation) 2,003 1,599 
Gross revenue from milk (PKR)  29,209 20,548 
Cost per milk buffalo (PKR)  13,434 8,797 
Net return (PKR)  18,157 14,132 

Collapse of the IK Cooperative 

In almost one and a half decade of the formation, the IK cooperative closed in 
the year 2005. This was despite the positive change that the cooperative brought 
in the wellbeing of landless farmers. In this regard, a detailed analysis of the 
constraints and possible causes of failure have been presented by Riaz (2008). 
The notable constraints presented include unsatisfactory law and order situation 
in distant areas, where the cooperative operated. This not only made milk 
collection difficult, but also created hurdles in timely extending veterinary and 
other support services to the farmers. Further, frequent electricity breakdown in 
areas of the chilling units made it difficult to ensure continued supply of quality 
milk. The cooperative relied on governmental assistance in many of the services 
including provision of vaccines and AI. Such assistance was not always 
available. A study conducted in the operational areas also found that members 
of IK neither used the concentrate feed, nor they used seed, non-traditional 
fodders, and AI services provided by the cooperative.  

Table 9.  Comparison of milk prices paid by Idara-e-Kissan with other purchasers 

Milk seller Base price paid (PKR/L) 

Price paid to farmer (6% fat):  

Idara-e-Kissan 13.5 

Nestle Pakistan Ltd. 15.5 

Dodhi/gawala (middle man) 12.0 

Price paid by consumer:  

Nestle Milkpack 28.0 

Direct selling by peri-urban farmers * 25.0 

Price paid by peri-urban collectors was in range of PKR 20-22/L. 
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Our discussions with several stakeholders revealed that IK cooperative failed to 
implement principles of democracy in the executive committee nominations. 
Decision making ultimately remained in one hand throughout the existence of 
the cooperative, which affected dynamism of the cooperative, and transparency 
in operations in the later years. These factors lead to an ultimate collapse.  

It should be realized that the price paid by IK cooperative for milk was 13% less 
than that paid by Nestle Pakistan (Table 9). Further, the package of services 
offered by IK was never fully availed by farmers, indicating lack of trust in 
modern technology or a failure in demonstration of benefits of the technology. 
In this regard, Riaz (2008) has speculated that reluctance of the farmers to use 
balanced feed provided by IK as it was seemed to cause lower milk fat 
percentage. As the cooperative paid higher price for milk fat contents, farmers 
started preferring cottonseed cake instead. This conflict between IK’s policy of 
milk pricing and its efforts (on popularizing balanced dairy feeds) resulted in 
reluctance to use balanced dairy feeds. The author also urged that the lack of 
adaptation of AI and improved fodder seeds etc could be due to ineffectiveness 
of the services of the cooperative. Our point of view in this regard is that the 
cooperative could not succeed in educating farmers. It has been long known that 
balanced dairy feed does not decrease milk fat (NRC, 1988), and this fact alone 
indicates that IK could not succeed in demonstrating the importance of quality 
feed. Contrary to the situation of IK cooperative, an increasing number of dairy 
farmers for the last decade have been adapting balanced feed concentrates, non-
conventional feeds including silage, and even total mixed rations. The reason is 
a demonstrated improvement in milk production and quality by the field teams 
of the corporate milk processors. The corporate dairy processors have a more 
active farmer outreach program, which not only ensured education of farmer 
and timely delivery of services coupled with a good price of milk. 

Impact of IK Cooperative on Dairy Industry and Lessons 

In the years following the collapse of the IK cooperative, corporate milk 
processing industry started offering same services to its farmers, including 
education on animal nutrition. In reality, preparation of silage and use of mixed 
concentrates can be credited to the corporate milk sector especially Nestle 
Pakistan (detailed in section on Community Engagement Models). The same 
policy of extension services has recently been adapted by Engro Ltd (now 
Frieslandcampina Engro Pakistan Ltd). Credit of such services by the corporate 
sector can in part be given to the IK cooperative model which attracted farmers 
despite constraints. 

The initial success and progress of the IK cooperative proved the possibility of 
organizing farmers in associations and cooperatives. It was also evident that the 
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association with a cooperative could increase profitability and productivity. The 
major lesson learnt from the failure is that democracy and independence from 
government support is crucial for survival of giant cooperatives. Although 
support from government is important, but cooperative should not rely on 
continuity of the support. 

Milk Packaging Projects 

Various projects on facilitating chilling of milk and packaging to increase its shelf 
life have been implemented in the country. In the province of Punjab, a notable 
effort included Colling Tank Program by Pakistan Dairy Development Company 
(PDDC), which was formed in 2005. The Cooling Tank Program successfully 
established 360 milk collection centers (Mumtaz et al., 2011) and was later 
supported with training of farmers, and facilitation in developing dairy business. 
Farmers were trained on animal health and farm management, and animal 
reproduction etc. in addition, PDDC also helped farmers in making animal sheds 
on modern lines. These efforts resulted in increased milk production of animals 
by 2-3 L per day.  

In Khyber Pakhtunkhwa province, a Milk Packaging Project (MPP) was initiated 
in year 2005 (Zia, 2009; Zia et al. 2011). The project was implemented from 2005 
to 2009 in some districts of Khyber Pakhtunkhwa with an investment of $222,783 
under funding from EU sponsored Strengthening Livestock Services Project 
(SLSP). The objectives of the project included: 

• To develop dairy industry in Khyber Pakhtunkhwa through public-
private cooperation. 

• Create groups of smallholders for sustainably reducing poverty in remote 
areas through increased livestock productivity via establishment of milk-
marketing channels. 

Model of the MPP 

The project in Khyber Pakhtunkhwa province realized that dairy farmers had 
limited access to market, which could be improved by providing milk processing 
facility including chilling and pasteurization. Realizing difficulties in operation 
of large enterprises, the project also realized importance of creating small 
associations of famers. Therefore, the project concentrated efforts on organizing 
dairy farmers in small associations. The major emphasis was on establishment of 
small milk collection and processing units for the associations, and developing 
marketing links. The provincial government provided technical and 
management support on breed improvement, animal health, feed enhancement. 
Further, provincial department provided training for women, extension 
workers, and farmers. 



122 

To become member of an association, farmer had to sell at least 2 L milk per day 
to milk collection center and pay a nominal membership fee of PKR 100 per year. 
A compulsory 50 paisa per L profit must go into association’s savings fund. The 
purchase price of milk was set as a mutual agreement between farmer association 
and the provincial Livestock Department. Dairy farmer groups were formed in 
selected villages and small milk-collection centers equipped with a cooling tank 
were set up. 

Success of MPP and Lessons 

The project started with three partially operational associations enabling farmers 
to sell milk outside of village with additional PKR 4 per L. In a period of two 
years, number of associations increased to 36 and daily collection increased from 
550 to 7,275 L (873 members), and cooling tanks increased from 4 to 12 (Zia, 2009).  

From the initial success of the project, it can be concluded that organizing local 
farmers in small associations is a possible goal to achieve when a common 
profitable objective is involved. Besides milk production, such initiatives must 
also focus on technology transfer, creating market links, and enterprise 
management. 

Farmer Enterprise Groups Project (FEG) 

As mentioned earlier, majority of the dairy animals in Pakistan are owned by 
smallholders. These smallholders many times do not have milk in ample 
quantities to afford marketing their product independently. Realizing such 
practical difficulties for smallholder farmers, an effort to organize farmers in 
Farmer Enterprise Groups (FEG) was initiated from 2006 to 2007 with support 
from Asian Development Fund. With the involvement of several rural support 
organizations and NGOs, the development of FEGs was implemented in two 
phases. In the first phase, all the cost of FEG formation was financed. In the 
second phase, 50% matching grants along with technical support were made 
available for FEG development activities (Fida and Zia, 2013) with the aim to 
develop public-private partnerships. In relation to the sustainability of FEGs, the 
risk of disassociation of the groups was reduced by developing a constitution for 
them to institutionalize their operations. 

This effort was carried throughout the country and involved agriculture and 
livestock farmers. In case of dairy sector, the project successfully completed 150 
milk collection, chilling, and value addition projects. A report suggests 186% 
increase in profits of the farmers with development of FEGs. An interview of 
selected stakeholders in year 2021 by the authors revealed that the FEGs had 
mixed post-project success. Some dairy cooperatives/FEGs developed under the 
project failed after discontinuation of support, but some were so successful that 
they started buying their own shops.  
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Constraints and Lessons 

Fida and Zia (2013) have discussed the challenges that an FEG can face after 
development. The authors urged that organizing farmers in the shape of FEGs 
makes them market oriented, but at the same time exposes them to new risks of 
not meeting quality standards and potential internal conflicts within the groups. 
For instance, the newly introduced institutions and acts on food safety represent 
a potential threat to dairy FEGs. As a matter of fact, small FEGs are not able to 
afford quality and safety testing of their products to ensure compliance with the 
food standards. Therefore, some support in this regard should come from state 
institutions.  

Overall, the FEG project showed that association of farmers reduces risk of 
smallholder exclusion from the market. Further, public private partnership can 
be developed in underserved areas if farmers realize the benefit in terms of 
increased profits. However, the public private partnerships need to be 
recognized as institutional arrangement and regulatory framework on FEGs and 
public private partnerships needs to be introduced for sustainability and 
solutions to potential conflicts.  

Community Organizations and Self-help Groups 

Despite several efforts of government and international donors, the model of 
dairy cooperatives could not be sustained in Pakistan. A study conducted in the 
year 2015 found that only 1% dairy farmers in major districts of the Punjab 
province were associated with cooperatives (Ajmal, 2015). In the absence of dairy 
cooperatives, many agricultural and dairy farmers in both the major milk 
production provinces (Sindh and Punjab) work in Self-help Groups and 
Community Organizations (COs; JICA, 2011; Ajmal, 2015). While the latter are 
generally organized by governments or NGOs (JICA, 2011), the former are 
usually established by active farmers. These groups are in addition to those 
which function on the basis of family cooperation.  

Table 10. Households associated with a Community Organization or Community 
Group (JICA, 2011) 

Area Community Group on 
Livestock 

Community Group on 
Livestock Processing 

Cattle colonies  33% 18% 

Irrigated area  1% 0% 

Non-irrigated area  0% 0% 

Total:  3% 1% 
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In major districts of Punjab province, 53% dairy farmers were found to be 
working in self-help groups. In case of Sindh, a wide presence of COs on several 
aspects of agriculture and livestock farming, especially on microcredit has been 
noted (JICA, 2011). Thus, 33% dairy farmers in cattle colonies were found to be 
belonging to a COs on livestock, while only 1% livestock farmers in irrigated 
rural had association with a CO.  

Table 11. Factors effecting functionality of Community Organizations in Pakistan 
(JICA, 2011) 

Factor Effect Description 

Development 
need  

Positive Development needs are positive if community agrees on 
their priority.  

Landlord  Negative Support of landlords is necessary in remote areas. 

Biradari 
groups 

Negative Multiple Biradari groups in community increases risk of 
conflicts. 

Democracy Positive Democratic way of decision making in a community is 
important.  

Religion  No effect Religions in community does not affect 
formation/functionality of CO.  

Education  No effect Educational background/literacy does not affect 
formation/functionality of CO 

The livestock/dairy farmers in non-irrigated areas of Sindh were not found to be 
associated with COs (Table 10; JICA, 2011). Various factors for success of 
formation and working of COs have been elaborated by JICA (2011) as presented 
in Table 11. Overall, the data indicate that market returns and profitability are 
major drivers for a farmer to get associated with a CO. As all the dairy farmers 
in cattle colonies have market-oriented investments, they are more likely to form 
COs ensuring access to economical and better-quality feeds, some form of milk 
processing and preservation, and direct marketing of milk. Therefore, to achieve 
success in rural areas, COs should define objectives in accordance with the needs 
of the farmers which in general tend to be diverse in remote areas. Support to 
this notion comes from the findings of Ajmal (2015), who reported that dairy 
farmers associated with a group in five districts of Punjab had diverse benefits 
of the association as presented in Table 12. 
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Table 12. Benefits of association with a group as reported by dairy farmers in five 
districts of Punjab province 

Benefits Distribution percentage 
Veterinary services 38% 
Market information 38% 
Milk marketing 8% 
Input procurement 7% 
Trainings 7% 
Security for credit 2% 

Community Engagement Models by Corporate Milk Processing Sector 

During the last decade, Pakistan’s dairy sector has seen efforts of corporate milk 
processors like Nestle and Engro (now Frieslandcampina Engro) to support 
farmers with education and extension services on feeds and herd management 
(Mumtaz et al., 2011). These projects seem to have started with the realization of 
the benefits of the service package of the cooperatives like IK in Pakistan and 
elsewhere. The first corporate in this regard was Nestle Pakistan, which started 
extension services under its Agri-services department in milk collection areas. A 
team of professionals would not only educate farmers in feeding technologies, 
but also on herd health and management. These services not only positively 
affected the dairy farmers of Nestle, but also the overall farmer community of 
the country. For instance, silage making, which once was never appreciated by 
dairy farmers despite governmental efforts, has now become a normal practice 
after farmers of Nestle adopted this technology. This has been so successful that 
silage making machinery is now being manufactured locally. Another example 
of a nationwide impact of these services is the control of aflatoxin M1 content in 
locally produced milk. After facing objections on a consignment of powder milk 
to Afghanistan, Nestle Pakistan started educating famers to use certified feeds 
and implemented premium price for low aflatoxin milk. These extension and 
control strategies were successful to the extent that the whole milk processing 
sector adapted it, making processed milk safer for human consumption 
compared to lose milk regarding aflatoxin contents (Yunus et al., 2019). The 
model of agri-service of multi-national companies has also been adapted to some 
extent by local milk processors including Shakarganj and Fauji Foods.  

Apart from agri-service, a notable effort of corporate dairy sector was formation 
of Dairy Hubs by Tetra Pak. Following the footsteps of corporate sector 
elsewhere, the first such hubs were developed for Engro and Nestle in 2009 
(Mumtaz et al., 2011). A dairy hub basically was a one-herd concept consisting 
of 20 villages located within 15-20 km radius. These operated on the same lines 
as of the IK cooperative i.e., establishment of milk collection centers in villages 
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and collecting milk to be processed at central units of the corporates. Going a 
step ahead of the IK model, the Dairy Hubs were designed to have milk testing 
and quality control facilities, and animal record keeping, besides instant cooling 
of collected milk. Furthermore, community veterinary hospitals were established 
along with mobile clinics and vaccination camps. Mumtaz et al. (2011) have 
presented the opinion of Tetra Pak that regions with Dairy Hubs showed 70-80% 
improvement in milk quality, over 20% increase in milk yield, and 2% decrease 
in milk production cost. These authors argued that Dairy Hubs were a long-term 
backward integration initiative and were established with the expectation of 
increased profitability with increased traceability for quality control. However, 
the corporate sector ended support for the hubs within a few years and the 
concept could not continue like many other cases elsewhere. It seems that the 
Dairy Hub establishment was beneficial for the farmers, but did not continue to 
remain economical for the investors (milk processors) due to following reasons: 

• Food standards were not being actively implemented in Pakistan at the 
time of the establishment of the Dairy Hubs (2009 to 2014). Therefore, the 
expected economic gains of procuring milk of higher quality from Dairy 
Hubs could not be reaped by the investors.  

• Zero duties on import of milk powder opened other profitable avenues 
like making tea whiteners and dairy drinks, which were introduced in 
market at lower prices than UHT and pasteurized milk. While the urban 
consumers found it economical to use such products in tea (milk tea is a 
major form of milk consumption in Pakistan), it was also profitable for the 
milk processors compared to milk. 

• Corporate dairy farming employing Friesian cows became popular during 
the last decade due to supportive policies of the government. With a 
sudden increased availability of milk from corporate farms, the 
multinational milk processors reduced collection from smallholder 
farmers with no obvious need to invest on dairy hubs. 

Currently, Pakistan Dairy Association and government of the Punjab province 
are considering to revive Dairy Hubs again. Such projects can potentially boost 
dairy farming in smallholder rural setups if sustainability is ensured. 

Conclusions and Recommendations 

Notable efforts to organize dairy farmers in cooperatives have only been seen 
during last five decades in Pakistan. Frequent amendments in federal laws on 
cooperatives and relevant establishments kept a check on growth of cooperatives 
before 1980’s. Several attempts of government and donors resulted in formation 
of cooperatives including the giant idara-e-kissan movement, but these could not 
be sustained due to weaknesses in policies or lack of governmental commitment.  
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In the absence of sustainable dairy cooperatives, corporate milk processing 
sector tried to fill the gap providing extension services to the rural dairymen, and 
even establishing Dairy Hubs for a certain time. However, changing market 
trends and contradictory government policies led to reduced interest of the 
corporate milk processors in Diary Hubs. Last decade has seen a major shift in 
dairy farming due to sudden progress of corporate dairy farms. This has further 
decreased interest of corporate processors in collecting milk from smallholders. 
This trend is expected to continue in future and shrink market opportunities for 
the rural smallholders. Organizing smallholder dairy farmers in associations and 
cooperatives is therefore direly needed.  

Over 90% of the milk in Pakistan is marketed in raw form, which is neither 
checked for quality nor is traceable. Although food authorities of some provinces 
have actively started implementing standards, these are solely applied to the 
packaged milk. In this scenario, application of minimum pasteurization or 
compulsory branding laws for milk will not only ensure traceability, but also the 
interest of the farmers in milk processing. This will ultimately result in 
flourishing of the dairy associations; which offer milk preservation/chilling 
leading to access into the high-end markets. 

Idara-e-kissan was a successful model of organizing farmers, which kept on 
inspiring the industry for over 15 years. The working of this cooperative and its 
exponential growth proves that smallholder farmers can be organized around a 
profitable venture. Studies also show that association with cooperatives and 
even with self-help or Community Organizations increase both the productivity 
and profitability of dairy farms. However, such associations are only evident in 
urban and peri-urban areas; indicating market accessibility as the major hurdle 
for the business of dairy farmers in rural areas. This fact not only shows disparity 
in resource allocation, but also limitations to progress in rural areas. To ensure 
solutions to the needs of the rural smallholder farmers, it is important to offer 
market access and establish dairy cooperatives on business enterprise models. 
The lesson that the factors responsible for success of any business enterprise are 
equally applicable to dairy cooperatives is evident from collapse of a progressing 
cooperative like IK. Thus, democracy and transparency in operations, and fair 
elections are crucial for success of any cooperative. 

Smallholders in remote areas have diverse needs but always include timely 
support on animal health and management. Therefore, cooperatives should 
include extension services on such issues. As government sector tends to not act 
fast in decisions and services; any cooperative should aim at attaining 
independence from government support regarding extension. The recent work 
on organizing farmers in enterprise groups shows that this is an achievable 
objective. However, there is a need to support such enterprises in meeting food 
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quality standards. Furthermore, regulatory framework in support of such 
enterprises is important for conflict resolution. Within Pakistan, National 
Integrated Pest Management program involving farmer field schools has been 
shown to be sustainable. Such programs were owned by departments and 
provincial governments after completion of projects. Therefore, 
institutionalization or ownership by provincial government would ensure 
sustainability of the dairy enterprise development and extension programs. 
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Introduction 

Sri Lanka is a multinational lower middle-income country with a GDP per capita 
of USD 3,652 and having a total population of 21.92 million in 2020. Population 
density is 350 persons/Km2. 

The country has transitioned to a market-oriented economy, but the central 
government is still involving in economic planning. Being a tropical country, 
climate changes dramatically from central highlands to the coastal belt. The 
terrain is mostly low, flat to rolling plain with mountains in the south-central 
interior rising to 2524 m at the highest point of elevation.    

Dairy Farming in Sri Lanka 

Dairy farming has been a predominant practice existing for many millennia in 
Sri Lanka and has become a part of its’ agrarian economic culture by providing 
nutrition, draught power for land preparation, organic manure for cultivation 
and a readymade cashable asset in economic shocks. Besides being an aspect of 
social capital, dairy cattle serve as a means of social relations, exchange and 
positioning of families in rural communities. Herding of Bos spp. dates back to 
the late Pleistocene and early Holocene period (15600 BC to 14000 BC) in central 
Sri Lanka and subsequently spread towards lower plains (Premathilake, 2006). 
The fossiliferous buffalo teeth, which had been unearthed from gem sands in 
Rathnapura, suggested that the wild buffaloes were abundantly found in pre 
historic times. In the Dry Zone, jungles buffaloes and cattle would have been 
found even in greater numbers as suggested by various fossiliferous deposits 
found in the region. It could be guessed that during the Neolithic age, semi 
pastoral groups were living in the island domesticated cattle for dairy and meat 
purposes. Subsequently rearing of cattle had been a practice for meat and milk, 
augmented with genetics and practices with the advent of foreign settlers into 
the country since 543 BC, which was well recorded in ancient historic chronicles. 
Until the 16th century AD, the country had independent monarchial governance. 
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The inscriptions found dating to 9th, 10th and subsequent centuries refer to 
buffaloes, oxen and milk cows in villages being an integral part of agrarian 
economy (Siriweera., 1982).  

From 1505, the maritime areas were dominated successively by the Portuguese, 
Dutch and British. During the colonial periods several breeds of dairy cattle were 
brought into the country specially during the British era. The sustainable 
agrarian farming system and cattle farming had undergone almost a devastating 
massacre by British soldiers during local patriotic wars. Short Horn had been a 
famous exotic breed and which created a synthetic breed (local breed x Short 
Horn) called “Cape Cattle” gaining recognition as a milking cow in central hilly 
tea estates.  

Being a predominantly an agrarian society, it is obvious that food culture and 
traditions have evolved with the crops and livestock they possess especially in 
rural Sri Lanka. A typical traditional Sri Lankan meal comprises, according to 
the historical evidences, a source of carbohydrate mainly grains and 
accompaniments providing proteins, lipids and other essential micronutrients. 
Curd made out of buffalo milk with sugar cane syrup was the most common 
dessert option and curd was available in the ancient markets as an important 
food commodity (Siriweera, 2006). Ancient Sri Lankans enjoyed five essences of 
milk (liquid milk, curd, ghee, butter and whey) as traditional delicacies that are 
considered noble and extraordinary.  Curdled milk is preferred to liquid milk 
among inhabitants since ancient period and the Southern part of the country is 
still famous for its dairy product called “Ruhunu Curd” in which the taste is 
identical to that particular locality. It is interesting and historically proven fact 
that that Sri Lankans have been preferred eating milk, not to drink.  

Importance of Dairy Animals on Livelihood and Food Security 

Cattle and buffalo are the major milk producers in Sri Lanka and play a vital role 
in household food and nutrition security while contributing to the national GDP, 
which is around 0.19 % in 2020. Crop farmers keep few animals in their vicinities 
as a supplementary income while contributing to the national milk production. 
Goats are reared mainly for meat, rarely are milked.  

The differences in terrain elevation, rainfall, temperature and types of soils the 
country is having different agro climatic regions within its broader tropical 
setting. Mainly based on the rainfall pattern of distribution there are three major 
agro climatic regions (Wet, Dry and Intermediate Zones) have been recognized. 
Besides, the agro-ecological environment country inherits a culture and a 
lifestyle favorable for to the development of dairy cattle and buffaloes (Gamage 
et al., 2006). 
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Importance of dairy cattle and buffalo is diverse for the farmers; being a crucial 
source of high-quality animal protein by producing milk and meat. Few decades 
ago, cattle and buffalo were a primary source of renewable and low-cost draught 
power for different agricultural operations and transport. With the introduction 
of open economic restructuring, the use of draught power has been fading away.  

Sri Lankan dairy industry is dominated by the small-scale farmers, who are 
having less than 10 animals in a herd (Table 1). It is estimated to 86.2% of the 
total dairy farmers. The farmers who are having more than 20 animals are 
around 5% and most of the herds are confined to dry zone and they are under 
extensive management.  

Table 1.  Categorization of dairy farms in Sri Lanka 

Animal holdings  Ownership of animals (in numbers) 

< 2 3 - < 5 5 - < 10 10 - < 20 20 ≤ 

Percentages of farms 37.70% 26.60% 21.90% 8.90% 4.90% 
Source: Department of Census and Statistics (2009). 

Sri Lanka ranks as the fifth least urbanized out of 233 countries (World 
Urbanization Prospects; The 2014 Revision – 2015) and officially only around 18 
per cent live in urban area according to the observation of the World Bank (Table 
2). The percentage of rural population also does not show no significant change 
since sixties of previous century. 

Table 2.  Percentage of rural population in Sri Lanka  

  
Years 

Years 

1960 1970 1980 1990 2000 2010 2018 

Percentages 
of rural 
population 

83.57% 82.40% 81.59% 81.40% 81.62% 81.77% 81.52% 

Source: Department of Census and Statistics (2009). 

There are about 2 million hectares, which is 30% of the country’s total area of 
65,610 sq.km, is under agriculture and more than 75% of the land is occupied by 
smallholdings and the number of such holdings is estimated at 1.8 million. One 
third of these smallholdings have a mixture of crops and livestock. The area used 
for this operation is around 0.56 million hectares and the total number of farmers 
involved in livestock production is estimated 700,000 and between 30 – 60 % of 
gross farm income is generated from livestock activities (Perera and Jayasuriya, 
2008). 
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Milk Production 

Since the dairy industry is dominated by the small-scale producers, they pour 
more than 90% of milk to the national collection. The milk production of recent 
years goes up with the various interventions in animal nutrition and breeding, 
which are offered by the government free of charge to the dairy farmers. The role 
of buffaloes in country’s milk production is important as their contribution is 
more than 20% to the national milk production.   

Table 3.  Annual milk production in Sri Lanka  

Years Cow milk (liters) Buffalo milk (liters) Total production (liter) 

2015 311,341,320 71,122,680 382,464,000 
2016 306,142,447 61,050,139 367,192,586 
2017 329,011,951 68,903,569 397,915,520 
2018 391,530,600 76,160,664 467,691,264 
2019 374,015,943 73,566,360 447,582,303 
2020 413,635,518 77,903,100 491,538,618 

Animal Populations 

Number of animals in the country both cattle and buffaloes are declining. The 
decrement is prominently seen in buffalo population though the law enforces the 
slaughtering of any type of buffalo in the country. Looking towards number of 
dairy farms, it is displaying a declining trend over the last five years (Figure 1). 
Evidently, it reflects faster decline with regard to cattle farms, while it displays 
steady number for buffalo farms. With regard to contribution towards national 
production, it reflects steady number both for cattle and buffalo farms during the 
recent past (Figure 2). Further, comparison of agriculture and livestock sector 
towards national GDP is presented in Table 6. 

Table 4.  Neat cattle population of Sri Lanka 
Cattle Year 

2015 2016 2017 2018 2019 2020 
Local Improved Local Improved Local Improved 

Milk Cows 
Milking at 
Present 

301,140 284,400 296,250 229,700 99,680 230,850 92,640 237,240 101,110 

Milk Cows 
Milking not 
at Present 

295,570 246,160 269,350 225,080 55,190 214,840 53,930 215,400 54,600 

Other Cows 57,910 40,610 36,010 38,240 8,020 35,360 7,580 33,330 8,290 
Bulls 87,100 80,340 75,460 80,180 16,370 78,140 16,380 74,960 17,430 
Calves 346,390 293,640 323,810 263,380 94,900 264,700 91,590 267,190 94,020 
Total Cattle 1,088,110 945,150 1,000,880 836,580 274,160 823,890 262,120 828,120 275,450 
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Table 5.  Buffalo Population of Sri Lanka 
Buffalo Year 

2015 2016 2017 2018 2019 2020 
Local Improved Local Improved Local Improved 

Milk buffalo 
Milking at 
Present 

91,570 83,150 86,490 83,500 10,700 81,180 10,610 89,480 12,570 

Milk buffalo 
Milking not at 
Present 

78,250 63,630 69,980 66,370 9,020 60,730 8,730 64,110 9,510 

Other buffalo 12,370 8,000 8,730 8,900 1,080 9,310 1,060 9,700 1,340 

Bulls 33,920 24,960 25,250 25,250 4,990 23,800 2,930 24,680 3,410 

Calves 106,970 87,010 93,100 93,100 11,260 88,440 11,640 96,050 13,000 

Total Buffaloes 323,080 266,750 283,550 271,740 37,050 263,460 34,970 284,020 38,980 

 

 
Figure 1.  Dairy in Sri Lanka 

 
Figure 2. Contribution (%) of cattle and buffalo farm towards national production in 

Sri Lanka 
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Table 6. Contribution of agriculture and livestock sector towards national GDP in Sri 
Lanka 

Year  Agriculture % Livestock %  
1975 28.0 5.6* 
1996 18.4 6.0* 
2006 16.8 6.5* 
2015 8.18 0.6** 
2017 7.83 0.6** 
2019 7.42 1.0** 

* Central Bank of Sri Lanka,   ** DAPH 

Consuming tea with fresh milk has become an essential part of daily routine of 
Sri Lankans as a result of British legacy. Subsequently, the fresh milk has been 
replaced by imported powder milk with boost given by open economic reforms 
since 1978. Sri Lanka has over last few decades observed a rapid increase in 
consumption of imported powder milk rather than locally produced fresh milk. 
The milk production of the country in 2020 was 491,538,618 liters which worth 
of Rs. 35.19 billion on average. The percentage share of formal milk collection to 
the estimated production was nearly 65 percent. The total number of dairy farms 
in Sri Lanka is 174,017 (DCS, 2020). Farmers those who are having the land area 
lea than one ha keep 45% of country’s cattle population and 37% of the buffalo 
population. (Prasanna and Shirakate, 2013). There are approximately 200,000 
farmers receiving daily income from dairying. There are approximately 400,000 
dairy farmers receiving daily income from dairy farming, and 2.45 million 
people (70% of the estimated number who is livestock dependent) earn their 
livelihoods in the dairy sector (Silva et al., 2010). 

Trends in Imports 
The domestic milk production fulfills only 40 %, the deficit is met by imports 
mostly in the form of powder milk, which costs an average of Rs. 50 to 60 billion. 
Considering the quantities of imports over last two decades, there are ups and 
downs, which indicate the unsteady nature of milk imports and its association 
with underlying factors such as world market auction prices, tax structures 
imposed by the Sri Lankan government and local demand.  

Table 7.  Quantity of milk and milk products import in Sri Lanka during recent past 

Years Quantity imported (MT) CIF value (Rs) 
2015 86,327,485 34,087,848,588 
2016 99,593,434 36,338,228,771 
2017 98,863,895 48,145,436,281 
2018 104,861,871 54,002,355,103 
2019 98,837,755 55,646,632,137 
Total 488,484,440 228,220,500,880 

Source: Sri Lanka Customs 
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Trends in Consumption 

Although fresh milk is considered the most popular beverage across the world, 
the level of milk consumption in Sri Lanka is considerably low with per capita 
consumption of fresh and powdered milk at 110.33 ml per month and 341.36 g 
per month, respectively. According to the average monthly household 
expenditure of all food items, the expenditure for dairy products is only 9.4 
percent. 

Cooperative Movement in Sri Lanka 

The cooperative societies were first started in Sri Lanka in 1906 under the British 
occupation in order to fulfill the economic needs of rural farming communities 
by granting loans. Since this system got caught popularity, with the increase of 
number of societies, the rulers introduced an ordinance recognized as No.7 of 
1911 was enacted to provide guidance and observation. 

A separate department was established on 1st October, 1930 as “Cooperative 
Department” to support the cooperative societies to function beneficial to their 
members. In 1945, the department was renamed as “Department of Cooperative 
Development”. The cooperative societies which have been established for 
various objectives were brought together and established “Multi Service 
Cooperative Societies” in 1957. In 1971 all cooperative societies were reorganized 
to compete with the economic policies of the government and they started 
functioning strongly than previously to fulfill the needs of the people until the 
introduction of new economic reforms in 1978. During this period, the 
cooperative movement was strengthened in many ways and it showed higher 
social responsibility within the cooperative value frame work. 

The co-operative movement was subjected to a recession in a way, due to the 
open economic system introduced to the Sri Lanka and the inability of the co-
operative movement to face the competitive market timely in accordance with 
the open economic system can be pointed out as a disincentive to the 
development of the co-operative movement. 

The powers of the central government were decentralized in 1989 with the 13th 
amendment to the constitution and the subject of cooperatives became a 
provincial subject. Additionally, the role of observation of the top-level Co-
operative Societies/ unions was vested with the linear department. The 
responsibility of the provincial department of co-operative development is to 
direct the efficient use of the potentials of the provincial economic, social and 
cultural development in accordance with the national policy of the central 
government. 
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Table 8.  Number of cooperative societies at different organization levels in Sri Lanka 

Description Years 
2013 2014 2015 2016 2017 

Primary level cooperative societies 
(provincial) 

14221 14476 13421 12130 13766 

Primary level cooperative societies 
(island wide) 

55 55 58 59 46 

Secondary level cooperative 
societies  

162 164 155 174 175 

Tertiary level cooperative societies  16 16 16 16 16 
Total 14454 14711 13650 12379 14003 

Source: Department of cooperative development 

The divisions of cooperatives vary in fields such as agricultural, consumer 
retailing, insurance, banking, medical, fishery, garment production, 
wholesaling, printing, transport and funeral services. All cooperatives are 
administered by the State Ministry of Cooperative Services, Marketing 
Development and Consumer Protection. The operations of cooperatives are 
regulated by cooperatives act. 

Current Situation of Cooperatives in Sri Lanka 

According to the data from National Cooperative Council of Sri Lanka, there are 
16,000 cooperatives are functioning within the cooperative value frame work in 
2019 in different levels. Cooperatives provide employment for its members and 
there are about 65,000 employees were attached to the cooperative movement. 
In the same year, the estimates revealed that there were about 8.1 million people 
are having the membership and it is accounted for 38.15 % of the total 
population. Interestingly 65% off the membership are women. The divisions of 
cooperatives vary in fields such as agricultural, consumer retailing, insurance, 
banking, medical, fishery, garment production, wholesaling, printing, transport 
and funeral services.  

All cooperatives are administered by the State Ministry of Cooperative Services, 
Marketing Development and Consumer Protection. The operations of 
cooperatives are regulated by cooperatives act. There are about 16,000 
cooperative societies with 8.1 million (38.15% of the population) members and 
65,000 are employing in cooperatives. The cooperative possesses US $ 1.8 billion 
worth of assets and with another US $ 01 billion in savings. 

International Cooperative Alliance (ICA) has five members from Sri Lanka and 
the National Cooperative Council of Sri Lanka (NCCSL) is the first organization 
joined ICA in 1973. Eventually, Federation of Thrift and Credit Cooperative 
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Societies Ltd in 1989, Consumer Cooperatives Societies Federation of Sri Lanka 
Ltd (COOPFED) in 1992, National Institute of Cooperative Development (NICD) 
in 2005 and Kotikawatta Thrift and Credit Cooperative Society Ltd (KTCCS) in 
2012 obtained membership.  

National Cooperative Council of Sri Lanka (NCC) is the apex organization of 
cooperatives of the country.  NCC is responsible for education and training, 
consultation, publication, coordination and international affairs.  

Cooperative Societies Act, No. 5 of 1972 / Cooperative Societies Law, 
No. 5 of 1972 

A law to provide for the development of Co-operative Societies and to 
consolidate and amend the law relating to the constitution and administration of 
Co-operative Societies and to provide for matters connected with. This act came 
to power to repeal Cooperative Societies Ordinance and Cooperative Societies 
Act of No.24 of 1958 and Cooperative Societies Act No.26 of 1964. This act to 
empower the Registrar, Deputy, Senior Assistant, and Assistant Registrars and 
powers of Commissioner of Cooperative Development and persons appointed 
to assist the Commissioner to discharge the functions mention below: 

• Registration of cooperative societies 
• Regulation of cooperative societies 
• Development of cooperative societies 
• Auditing of cooperative societies 
• Investigation of cooperative societies 
• Legal and referee affairs with regard to cooperative societies 
• Liquidation of cooperative societies and cancelation of registration 

The section 21 of the act clearly mention that member of such society should 
disposal of any article which is a produce of agriculture or animal husbandry 
through the society. Currently Cooperative Societies (Amendment) Act, No. 11 
of 1992 is in power to regulate the activities of the cooperative societies in Sri 
Lanka. In Sri Lanka, pertinent existing laws for effective functioning of 
cooperatives are as follows: (1) Credit Cooperative Societies Ordinance No.7 of 
1911: To register and control of credit cooperatives; (2) Cooperative Societies Act 
No.5 of 1972: To facilitate the reorganization for distribution oriented centralized 
economy; (3) Cooperative Employee Act No.12 of 1972: To establish a 
management structure for cooperative societies and (4) Cooperative Societies 
(Amendment) Act No.11 of 1972 in 1992: To relax power of registrar and focusing 
on administration instead of control. 
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Background of the Dairy Cooperatives 

The first dairy cooperative society established in the country was “Bomiriya 
Dairy Cooperative Society” in Colombo district of Western province as per the 
available evidences and it is far back as the 1930’s, to organize milk producers 
into a society. Few years later, the second cooperative was established in Jaffna 
district of Northern Province and those two societies were functioning at 
satisfactory level and flourished. Subsequently, few smaller societies were 
formed in other parts of the country and their main task was to collect milk from 
dairy farmers and supply it to the government milk feeding program, which was 
to feed young children to avoid malnutrition. 

A significant event has happened in 1952, by incorporating existing small 
cooperative societies in the Colombo district to the Colombo Cooperative Milk 
Union (CCMU). The new CCMU supplied raw milk to the consumers in the 
Colombo metropolitan. The CCMU was able to obtain a small pasteurizing plant 
and started milk processing. The early dairy cooperative societies were initiated 
by individuals with the assistance of the Department of Cooperative 
Development. They were primarily established to market milk for their 
members, who would derive no other benefits nor provide technical inputs. 

Several attempts were made to establish dairy cooperatives in North Central 
Province and Central Province with the assistance of World Bank. The National 
Dairy Development Board of India was requested to send a team of senior 
officials to Sri Lanka to prepare a plan for establishing dairy producers' 
associations (primary village-level dairy cooperatives) in the project area. These 
associations commenced operation around the middle of 1979. The provision of 
such technical inputs such as veterinary services, artificial-insemination facilities 
and fodder planting material and concentrate feeds to the cooperative members 
was well established. 

COOPFED is a cooperative store established by the government in 2007 with the 
collaboration of Department of Cooperative Development to supply essential 
food items at lower prices than that of private stores. Currently more than 7,000 
such stores established throughout the country.  

The National Policy on Cooperatives was approved by the Cabinet of Ministers 
in 2019 for the provision of policy and legal frame work in order to develop and 
strengthen cooperatives by adopting a sustainable socio – economic approach.  

Composition of Dairy Cooperative Society 

The composition of dairy cooperative society is as follows: Board of Directors 
comprising five dairy farmers and four government officers. The dairy farmers 
are elected at the society’s annual general meeting and government officials are 
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nominated by the Department of Cooperative Development. District 
Secretary/Agent acts as the president of the society, Veterinary Surgeon of 
Department of Animal Production and Health of particular area holds the office 
of the Vice President or Secretary. The other two government officers are from 
government offices in the area.  

The government officials' function on the board is to guide and advise the 
members, give them confidence and help them to develop leadership during the 
cooperative's formative period. Once the cooperative is well established and 
functioning smoothly, the government officials withdraw and all nine directors 
are then elected from the membership. Table 9 outlines the current status of dairy 
cooperatives in Sri Lanka. 

Table 9.  Current status of provincial dairy cooperatives in Sri Lanka 

Type of 
Society 

Northern North 
Central 

Uva Southern Eastern Western Central North 
Western 

Sabara 
gamuwa 

Total 

Primary level Cooperative Societies (Provincial) 

Dairy 
Related 
Societies 
Registered 

33 05 35 2 29 04 39 120 15 282 

Active Dairy 
Societies 

27 05 12 00 24 04 05 80 11 168 

Membership 10,509 6,618 852 00 5,998 4,530 5,742 5,982 2,820 43,051 

Men 7,555 5,662 162 00 4,605 3,685 3,114 4,178 2,146 31,107 

Women 2,954 956 690 00 1,393 845 2,628 1,804 674 11,944 

Source: Department of Cooperative Development 

Successful Dairy Cooperatives in Sri Lanka 

There are few dairy cooperatives in the country running at profit as they are 
engaging in the dairy processing and marketing.  Seven cooperatives are still in 
the dairy business and they are confined to small vicinities, where they have their 
processing facilities are established. In this paper two dairy cooperatives are 
described to illustrate their strength to compete with private sector.  

Polonnaruwa Dairy Producers Cooperative Society (PDPCS) 

Polonnaruwa dairy cooperative was established in 1978 with the intervention of 
then government veterinary surgeon and dairy farmers. Polonnaruwa district 
(230 km from Colombo) traditionally being an agricultural area, where paddy 
cultivation and livestock farming goes in hand to hand. The milk production in 
this area shows lean and peak periods interconnecting with the monsoon rain 
patterns. Milk collection had been started with few hundred liters and currently 
it collects 12,000 to 15,000 liters daily from their members. Total number of milk 



 142 

collection center for the particular dairy cooperative is 34. The society purchases 
milk from its primary members @ Rs. 85/liter (4% fat of cow origin) and Rs.100 
to Rs. 108/liter (6 to 8% fat of buffalo origin). Initially PDPCS collected milk and 
sold it to the private sector with less profit. Nowadays, it produces around fifteen 
dairy products; out of which yoghurt and buffalo curd are best selling dairy 
products. The monthly turn over ranges from Rs. 7.5 to 8.o million, while net 
profit varies from Rs.0.5 to 1.0 million. The particular dairy cooperative is 
working with 47 permanent staff and 53 casual staffs.   

Few years later, the PDPCS management invested money on buying few types 
of machinery to produce yoghurt and pasteurized milk.  Eventually PDPCS 
expanded its operation with strong marketing network. The product 
diversification resulted up to 15 different products to the market to have monthly 
turn over around Rs. 8.0 million. With this success the member dairy farmers are 
paid reasonable price for their milk. Recently the government granted Rs. 500 
million worth of machineries to put up a state-of-the-art dairy processing plant 
to strengthen the dairy cooperatives in Sri Lanka.    

Attanagalla Dairy Producers Cooperative Society (ADPCS) 

Attanagalla Dairy Producers Cooperative Society (ADPCS) was established in 
1984 with the assistance of a grant from World Bank fund. Department of Animal 
Production and Health supported dairy farmers to get together and form 
societies. Those societies were registered under the Department of Cooperative 
Development. ADPCS was well organized with initial membership of 2500 dairy 
farmers. The cooperative collected milk and started milk processing. The society 
purchases milk from its primary members @ Rs. 75 to 85/liter (3.5 to 4% fat of 
cow origin) and Rs. 85/liter (buffalo origin).  Current membership is around 400 
and daily collection accounts 1500 to 2000 liters, making monthly turn over 
around Rs.10 million with ten odd varieties of dairy products. The net profit per 
month ranges between Rs. 0.3 to 0.4 million. ADPCS is located close to the capital 
(30 km from Colombo) of the country where the competition is very high for 
dairy products. ADPCS is an ideal example for how a dairy cooperative is 
surviving amongst private sector competition. The staff strength of ADPCS is: 
permanent staff: 10 and casual staff:19.  

These two cooperatives are ideal examples for dairy cooperatives which are 
involving in dairy processing and marketing. They have to struggle to be 
survived in vigorous marketing campaigns of large-scale multinational dairy 
processors like Nestle and Fonterra Brands Lanka Ltd.        
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National Cooperative Policy (NCP) 

The cooperative policy itself admits that the traditional cooperatives cannot 
compete with private sector within the open economic reforms of the country. 
Though the changes compelled to re-think the business strategies they would 
adopt, the legislation enacted in 1972 for creating a distribution oriented 
centralized economy. The 13th amendment to the constitution to establish 
provincial level governance the mode of operation of the cooperatives are getting 
complicated as the cooperative subject has been devolved to the provincial 
councils. Being the third force in the economic development is one of the rational 
points of the policy to strengthen the cooperatives to adjust according the 
prevailing environment.  

The overall objective of National Cooperative policy is to create more conducive, 
supportive legal framework for the development of cooperatives.  The NCP has 
been granted approval of the Ministers of Cabinet in 2019.  

The policy recognizes cooperatives as distinct business enterprises as a part of 
private sector and to function along with state enterprises. It further allows 
cooperatives to operate in equal terms in diversified fields like any other private 
sector. Cooperative policy directs cooperative movement to cope up with 
provincial set up for effective delivery of quality service. This mismatch has been 
existing from the beginning of provincial council. 

National policy very correctly identifies one of the grave weaknesses of 
cooperative movement in Sri Lanka, which hinders the further advancement of 
the cooperative movement in Sri Lanka. The Policy recognizes unique nature of 
cooperative governance and suggests adopting the accepted norms in elections. 
Introduction of “codes of best practice” on governance for cooperatives is a 
remarkable initiative that the policy proposes.  The application of policy 
directives happening very slowly and they cause still negligible changes in the 
cooperative movement.   

Failures in Dairy Cooperatives in Sri Lanka 

Though the cooperative establishment celebrates its 115th anniversary in 2020, is 
still not satisfactorily penetrated into the rural areas to establish cooperative for 
dairy farmers. The established dairy cooperatives are under pressure struggling 
to survive in the prevailing environment of private sector competition. 

Numerous factors are causing sluggish growth of dairy cooperatives in Sri 
Lanka. The cooperative act itself provides provision for higher bureaucratic 
involvement in the cooperative societies. Any decision is made in the cooperative 
should pass through the cooperative development office. It consumes time and 
lot of energy to get a feedback from the officials. Lot of bureaucratic red tapes 
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entangled around the independency of dairy farmers to develop autonomy. As 
a result, the dairy cooperatives are not much profit-making entities thus they 
have to pay royalty irrespective of their revenues. 

The dairy cooperatives are established in parallel with other cooperatives and all 
cooperatives are governed by a common act and by-laws. No special provisions 
are in the cooperative act to concern about dairy input supplies, extension, 
marketing or proceed for further by adopting processing. The Cooperative 
Development Department merely stands for common cooperatives not paying 
special attention for its smaller member of dairy cooperatives. Since the absence 
of separate body to address dairy cooperative member farmer issues, the private 
sector opportunistically encroaches the dairy industry and purchase milk at 
lower prices. In this scenario, most of the cooperatives are prone to supply milk 
for major milk collectors or dairy processers without inclining to value addition. 
Few private sector processers tend to form milk producers’ societies by following 
the Milco FMSs, but they deliberately abundant the farmer welfare and social 
benefits. 

The cooperatives were formed primarily considered the thrift and credit facility 
provision for its membership. This theme has become more popular and 
eventually evolved for multipurpose activities. In line with cooperative 
movement agriculture, fisheries and dairy farmers formed detached 
cooperatives, though agriculture cooperatives have been recognized as the most 
successful entities in terms of market share (Birchall, 2004). In Sri Lanka, 
agriculture cooperatives and fisheries cooperatives have achieved divergent 
success since they are backed by respective government agencies. Unfortunately, 
there is nobody to stand with dairy cooperatives. Hence, they themselves have 
earn everything by facing numerous hardships. The isolated dairy cooperatives 
in the successful cooperative movement are being gradually weakened by 
certain externalities. The dairy cooperatives have been pushed to one end of 
collection of milk from dairy farmers and selling it as it is to a middle man or 
another collector. Dairy cooperative has become a milk collector from its member 
farmer and the situation still exists in the country impeding the development of 
dairy society.   

While dairy cooperatives are engaging in milk collection and selling, they don’t 
pay attention to extend their scope to the dairy farmers by supporting to have 
easy access to veterinary extension, input supply and latest technologies, which 
are easily applied to enhance the productivity of a dairy farm.  Training on dairy 
farming is offered free of charge by government veterinary offices throughout 
the country, but dairy farmers obtain that facility separately, not as a group. The 
training effort could be maximized if the trainers are having a group and a group 
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could effortlessly exchange each other’s experiences and knowledge. 
Segregation is very prominent in dairy cooperatives. 

The dairy cooperatives normally are not trained specially on accounting systems 
though they are engaging in dairy business. The members keep records as per 
their knowledge and no uniformity is maintained. As a result of weak accounting 
activities, the milk payment may get delayed for longer periods, which cause 
distract farmers to sell their produce to either private collector or middleman 
without a reasonable profit.  

Most of the cooperatives are engaging in vicious cycle of collecting and selling, 
few out of them further move forward and engage in value addition through 
processing. A handful of flourishing dairy cooperatives engage in processing, 
competing in open market with large scale dairy processors. They themselves 
invest money in machineries and marketing. Interestingly those dairy 
cooperatives establish trustworthiness in people by providing good quality dairy 
products. 

The factors that affect the declining of dairy farming such as land fragmentation, 
no proper successors for dairy farmers, less social recognition, no proper 
organization, weak supportive systems, absence of farmer friendly credit 
facilities and absence of formal organized regular set up for farmers to get-
together to air their needs cause  retarded  growth of the dairy cooperatives.  

The dairy cooperative organization does not have a succession plan for its future 
hierarchal successors. Since the dairy cooperatives are not guided to have such a 
plan for its betterment, the farmers themselves are not paying attention to 
strengthen the society. Lack or the absence of training on entrepreneurial skill 
development of dairy cooperatives’ membership may collapse the organization. 
Most of the cooperatives have not taken the challenge of entering into the dairy 
value addition process and some of the cooperatives were in processing were 
ruined by the multi-national dairy business organizations.   

The cooperatives are defined as autonomous association of people united 
voluntarily to meet their economic, social and cultural needs and aspiration 
through jointly owned and democratically controlled enterprises (ICA, 1995). In 
Sri Lanka, this association of people is being politicized by all successive ruler 
political parties one after the other just to demonstration their power. This is the 
tragedy circling repeatedly in majority of cooperatives in Sri Lanka.  

Sustainable Development Goals (SDG) and Dairy Cooperatives in Sri 
Lanka 

The Sustainable Development Goals (SDG) are more ambitious but yet to 
integrate social, economic and environmental dimensions and enlighten 
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guidance for humanity and prosper in the long term. The SDGs of ‘No Poverty’ 
(SDG 1), ‘Zero Hunger’ (SDG 2), ‘Gender Equality’ (SDG 5), ‘Decent Work and 
Economic Growth’ (SDG 8), ‘Climate Action’ (SDG 13) are directly connected to 
the dairy cooperatives in Sri Lanka and ‘Good Health and Well Being’ (SDG 3), 
‘Responsible Consumption and Production’ (SDG 12) are partially 
interconnected.  

Approximately Rs. 22295 million were earned by rural farmers by selling their 
milk formally and for majority dairying is a supplementary for their crops. The 
earnings help them to pass the official poverty line and SDG 1 and SDG 2 are 
supported. Membership of dairy cooperatives is open for both men and women. 
The national policy encourages more women to come into the cooperative 
governance. Dairy farming has been identified one of the key development 
activities in national development agenda. Sri Lanka being an island highly 
vulnerable to climatic changes, which cause economic damages, calamities in 
daily routines of people, cut down food supply chains. Cattle farming, being a 
victim for methane emission globally, could be mitigated through making dairy 
farmers aware on hazardous effects of methane emission by cattle. SDG 13 could 
easily be addressed through dairy cooperatives membership. Though SDG 3 and 
SDG 12 are not directly connected, they are being interlinked with other main 
SDGs which are mainly connected to dairy cooperatives.   

Self-managed Farmer Organizations or Farmer Managed Societies 
(FMS)   

The dairy cooperatives have been collapsing when the organization get 
penetrated by government officials. The weakened societies no longer in the 
operation and either diversified to sustainable business or face to natural death.  

The government owned dairy business company “Milco Pvt Ltd” being the 
leading milk processer in Sri Lanka started rebuilding and reorganizing farmers 
into village level self-managed societies, which is today known as “Farmer 
Managed Society” (FMS) during 1998 to 1999 period to enhance productivity of 
dairy farming activities and upliftment of socio-economic standards of the dairy 
farmer and extended objective of getting high quality raw milk to meet the 
requirement of the company. The FMSs are trained to face challenges of dairy 
business to obtain decent price for their milk, get extension and veterinary 
service on time buy other inputs on bargain prices and discounts. Farmers are 
benefited through milk collection network, which is operated by the Milco 
Pvt.Ltd. Initially FMSs were modeled by the Indian dairy cooperatives and 
eventually adapted to the local environment with government patronage. 
Currently there are about 2300 FMSs are having 65,000 of dairy farmers actively 
operating in the industry supply 200,000 liters per day.  
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The company provides following services to the farmers:  
• Free transport of milk from FMS to factories 
• Daily testing of individual farmers milk for correct payment  
• Milk payments are done according to the fixed price chart based on fat and 

solid nonfat content of milk and high correct price for milk 
• Supply of inputs at subsidized or reduced price and supply cattle feed 

from company owned feed mills at concessionary prices 
• Payment of operational commission to meet the expenses of the FMSs  
• Dairy extension services and training on modern dairy farming  

Since these FMS are attached to the Milco Pvt. Ltd and its bargaining power is 
questionable. The dairy farmers have to pour milk into company’s tanks and are 
paid according to fixed price chart. FMS membership is benefited with social 
security benefits, in which provides 20 odd benefits for farmer-to-farmer family. 

Structure of the FMS 

The functions of FMS are two folds: managerial and operational. It is needed at 
least 20 dairy farmers to form the FMS and nine members are needed to have a 
working committee, which is having executive powers. The secretary of the FMS 
is a paying employee appointed by the working committee, whom has no voting 
power or any opportunity to involve in FMS matters. Separate set of by-laws are 
there to govern FMS and governance is observed by Milco Pvt Ltd frequently. 

The society itself is responsible for milk collection, testing, dispatch milk at 
correct time to the factory, hang onto regular payments for farmers and accounts 
keeping. Providing input services for continuous milk production is a part of 
FMS and it involves in supplying of cattle feed, fodder development, clean milk 
production and obtaining extension services to producer members. 

Benefits for FMS Membership 

The milk collection network at remote areas of Sri Lanka is still disorganized and 
irregular. Being a member of FMS, farmers are getting a chance to free dispatch 
of milk to a nearest chilling center and it helps farmers to eliminate inappropriate 
involvement of middle men. There is guaranteed high price for daily quality 
tested milk for dairy farmers and they are entitled to supply milk at fixed rate. 
Being a member of FMS grants a farmer, dairy extension, training and easy access 
to inputs.  
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Challenges 

As Leonard O. Baka reports in 2013, three major challenges that the cooperatives 
are facing including leadership, political interference and financial management. 
These are the three primary factors those are hindering the further development 
of the activities of cooperative societies. These factors are common to Sri Lanka 
too. In Sri Lanka, it is frequently highlighted the high degree of dependence on 
government officials for management and operational control.  

It is a lingering fact which masks the further development of cooperative 
movement. In Sri Lanka, there is a higher degree of dependence over 
government officials for management and operational control of the dairy 
cooperatives. When a cooperative is established, the administrative head of that 
particular area become the head of the society and three other officers become 
members of the working committee of a cooperative society. It has been observed 
that domination of government officials is very prominent, which suppresses the 
activities of farmers specially inhibits the development of potential leaders from 
among the rural dairy farmers.. The bureaucracy affects cooperative governance, 
professional improvement in society management and importantly autonomy in 
business decision making ability. 

The Cooperative Development Department doesn’t pay enough attention to pull 
up dairy cooperatives against multi-purpose cooperatives as it pays good royalty 
to the department as annual payments, whereas dairy cooperatives earnings are 
comparatively less. 

Issues in Dairy Cooperatives 

Growth in some of the dairy cooperative has been impressive, while in many 
others their ability to serve member producers and functioning in competitive 
environment has been affected owing to cooperative governance, professional 
management and autonomy in business decision. In fact, the dairy cooperatives 
are unable to attract and/or retain professionals in key positions due to restriction 
on recruitment and payment of attractive market linked salary. Recruitments in 
most of the milk unions haven’t taken place since 1980s, which resulted in ageing 
manpower and vacant positions. Lack of presence of good professionals affects 
ability to compete with private sector and expand their activities, particularly 
market. Frequent transfers of MDs also affect cooperative performance. Lack of 
exposure and orientation are also partially affecting the progress and 
development of dairy cooperatives. It is further worsening because private 
entities are engaging experienced and talented professionals from the existing 
dairy cooperatives.  
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Recommendations and Way Forward 

Though the cooperative values are accepted across the world, it has been 
successfully adopted in few thrust areas such as thrift and credit in Sri Lanka. 
The cooperatives organized under some economic activities are sustainably 
performing to their highest caliber specially in fisheries sector. The government 
has strived at its level best in organizing milk producers into dairy cooperatives 
as far back as 1930s. The retrospective reviewing of Sri Lanka’s progress of dairy 
cooperatives is not satisfactory. Therefore, it timely needed to restructure dairy 
farmer organizations with cooperative values.   

The ambitious expectation of a dairy farmer is to obtain a fair price for milk. 
Individual selling attempts to get a higher price from either collector or from 
processer may fail as the farmer has no bargaining power. Association of farmers 
for collective pouring of milk, marketing, demand for extension, artificial 
insemination, farm inputs would be supported through cooperatives or any 
association which fulfill farmers’ needs.  Such association would act as business 
entity owned and operated by members for their benefit. 

In this scenario, Sri Lanka immediately needs a restructuring of dairy famers’ 
cooperatives either align with the cooperative values or deviation for the benefit 
of dairy farmers. Such reformation must be empowered dairy farmers to entrust 
more responsibilities in decision making process.  

The dairy farmers in dairy cooperatives are isolated from the main stream 
because of incompetence in obtaining training and education on management. It 
causes adversely on the operational work of a dairy cooperative society.  

Since the dairy cooperatives are not well organized in lining with cooperative 
values, it is necessary to restructure existing societies into efficient entities. The 
governance of a society should be with its members allowing them to make 
decision for their betterment. The dairy cooperative farmers in Sri Lanka have 
not been developed up to that stage anyhow by the relevant authorities and as 
of that they are marginalized in cooperative movement.  Therefore, immediately 
the dairy farmers should have to empower with training and education to adopt 
good governance in their societies by practicing transparent, accountable 
responsible management system. Meanwhile the legal background of dairy 
societies should be strengthened by enacting existing legal provisions or 
introducing new act specially for dairy farmers.     

Regional level, the cooperation between dairy cooperatives is negligible in terms 
of sharing and exchange of technological advancements, experiences, 
governance, inputs for dairy farming may be trading if it is necessary.  
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The trade disparities affect adversely on to the development of trade among 
countries. Therefore, create a dialog about dairy products and farming inputs 
and technologies among SAARC countries would be beneficial to all SAARC 
countries. Therefore, it is high time to establish a “Center of Excellence” which is 
all inclusive for SAARC countries under the umbrella of SAARC agriculture 
center in another potential country. Sri Lanka seeks an opportunity to accept 
such a center to revitalize dairy cooperation among SAARC member countries.  

Conclusion 

Sri Lanka still sets highest goals to increase milk production by assisting small 
scale dairy farmers as they are the majority amongst the milk producers in the 
country and the poorest as well. Dairy farming provides additional cash income 
for farmers being diversified from traditional crop production. Evidently, there 
is a potential avenue for dairy production through organization of farmers 
towards a set target. Dairy cooperatives system has demonstrated to be an 
effective vehicle for dairy development particularly in rural areas. Sri Lanka has 
hand full of dairy cooperatives, which run at a profit by aligning with 
cooperative values. Since the inception of the dairy cooperatives, they have left 
ample experiences and lessons of ups and downs.  Sri Lankan dairy cooperatives 
are evolved to collect and sell milk rather than processing. Few cooperatives are 
engaging in this successfully but are confined their activities to one or two 
districts.  

Therefore, it is timely need to restructure dairy cooperatives in Sri Lanka to 
achieve sustainable development goals and getting valuable contribution to the 
country’s development. The dairy farmers must have to empower to govern a 
society to bargain its demand with other stakeholders. The absence of strong 
second tier is a serious handicap to furthering the progress of dairy cooperatives 
in the country. If there is a second tier consisting of union of smaller dairy 
cooperatives, it could reflect the voice of dairy farmers enables them to negotiate 
with other parties for better price and other benefits. The union could bargain 
for technical support, extension and other necessary inputs to their members. 
Most of the successful dairy cooperatives have not made an effort to divert a part 
of their profits towards the development of the social standards of their 
members. If it happens it will give greater encouragement to dairy farming. 
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Rationale 

Dairying is a centuries-old tradition for millions of South Asian households by 
virtue of rearing the milk producing animals, primarily cows and buffaloes since 
time immemorial. During the recent past, the South Asian region has emerged 
out as the major contributor to the global dairy production and consumption.  
The milk producing animals particularly cows and buffaloes play a crucial role 
among the farming community in vast majority of the South Asian nations. 
Often, it is being considered as poor people’s “ATM” as marginal farmers build 
their herd during good times and sell their livestock in bad times to have cash. 
Fortunately, the livestock wealth of the South Asian region is enormous and is 
comprised of 271 million cattle (18% of global population), 152 million buffalo 
(75% of global population), in addition to 257 million goats (25% of global 
population). The demands for livestock products particularly milk and milk 
products in South Asia reflects an increasing trend and expected to follow the 
same in coming decades because of population growth, economic prosperity, 
consumer awareness, coupled with health consciousness among the generation 
next people. On the road of milk value chain, dairy cooperatives play a 
magnificent role to enhance the productivity, livelihood and food security, 
women empowerment, provision of veterinary services (artificial insemination, 
feed and fodder, mineral mixture, healthcare, vaccination), procurement, 
processing, marketing, welfare of livestock farmers and branding of the dairy 
products. This makes few of the SAARC Member States as milk surplus, leading 
to higher consumption and product diversification. On the other hand, several 
other SAARC Member States are still struggling to meet the domestic 
requirement in the absence of appropriate dairy cooperatives coupled with 
facing the emerging challenges.    

Evidently, the emerging challenges of dairy cooperatives are input cost and 
timely supply, cold chain facility, climate change, transboundary diseases, 
inadequate supply of vaccines and veterinary healthcare facilities, housing, food 
safety and quality, branding etc.; which are impeding the growth and 
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development of dairy cooperatives in South Asia. The growth trend of milk 
production could be further fastened through intensification of dairy 
cooperatives in the region after thoroughly addressing those challenges in order 
to ensure livelihood and food security in South Asia. It is noteworthy to mention 
that for each 100 litres of milk produced, there is creation of five off farm 
employments as a result of its procurement, processing and marketing. It clearly 
necessitates in depth analysis and assessment of emerging challenges pertaining 
to the dairy cooperatives, followed by framing of appropriate working strategies 
to make it stronger with the application of advanced technologies to ensure 
livelihood, and food security in South Asia.  

In light of the above facts, the technology driven strategic action plan is utmost 
important for the dairy cooperatives at this juncture, followed by its integration 
with the national livestock developmental plans to proactively address the 
emerging challenges of the sector, enable growth and protect the food and 
livelihood security of vulnerable populations. Therefore, an institutional 
platform is needed, where key stakeholders of dairy cooperatives from SAARC 
member States, research institutions, civil society, farmers and other relevant 
actors will contribute to make it mor vibrant, progressive and finally farmers 
centric. 

Objectives 

The specific objectives of the SAARC Regional expert consultation meeting 
SAARC were as follows: 

1. Introspection of the existing dairy cooperative policies among Member 
States and modifications sought to make it farmer’s centric; 

2. To understand and analyse current challenges of dairy cooperatives in 
SAARC region;  

3. Augmented policies requirement for enhancing the trade across SAARC 
Member States for the milk and milk products generated from dairy 
cooperatives  

Brief Report 

The SAARC regional expert consultation meeting entitled “Strategies to mitigate 
emerging challenges of dairy cooperatives for strengthening livelihood and food 
security in South Asia” was held on 12th and 13th April, 2021 on virtual platform. 
The meeting was organized by the SAARC Agriculture Centre, Dhaka in 
technical partnership with Asian Farmers’ Association for Sustainable Rural 
Development (AFA), Philippines. The Programme was conceptualized, 
coordinated and executed by Dr. Ashis Kumar Samanta, Senior Programme 



 155 

Specialist - Livestock, SAARC Agriculture Centre, Dhaka.  The meeting was 
attended by the focal experts of seven SAARC Member States, namely 
Afghanistan, Bangladesh, Bhutan, India, Nepal, Pakistan and Sri Lanka in 
addition to international experts from Asian Farmers’ Association for 
Sustainable Rural Development, International Cooperative Alliance - Asia and 
Pacific (ICA-AP). The list of participants of the above virtual expert consultation 
meeting includes dairy cooperatives farmers of SAARC Member States 
(Bangladesh, Bhutan, Pakistan etc.), professionals of Regional Integrated Multi-
Hazard early warning System for Africa and Asia (RIMES), Bangladesh Milk 
Producers’ Cooperative Union Ltd. (Milk Vita) and SAARC Agriculture Centre. 
Around 45 personals attended the meeting over the virtual platform. 

 

Dr. Ashis Kumar Samanta, Programme coordinator welcomed the participants 
and briefed about the objectives of the SAARC regional expert consultation 
meeting. This was followed by the address of Ma. Esther Penunia, Secretary 
General, Asian Farmers’ Association for Sustainable Rural Development (AFA), 
Philippines and “Special Guest” of inaugural ceremony. She underscored the 
importance of cooperatives in dairy sector; particularly in South Asia. She urged 
the participants for fruitful discussion on the subject and wished for stronger 
partnership between Asian Farmers’ Association for Sustainable Rural 
Development and SAARC Agriculture Centre. Dr. Bhupendra Nath Tripathi, the 
Deputy Director General (Animal Sciences), Indian Council of Agricultural 
Research, New Delhi, India and “Special Guest” of inaugural session opined that 
livestock occupies significant niche on the socioeconomic fabric among all South 
Asian countries since time immemorial and dairy cooperatives are considered as 
key contributors for achieving food security and reducing hunger. He 
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highlighted that the dairy cooperatives currently operate in a rapidly changing 
environment, characterized by globalized agricultural markets and 
liberalization, climate change, and changing consumer demands. Therefore, 
dairy cooperatives have to continuously adapt to the changing economic and 
institutional environment after appropriately addressing the emerging 
challenges. Mr. Md. Shamsul Haque, Additional Foreign Secretary (SAARC and 
BIMSTEC), Ministry of Foreign Affairs (MoFA), Government of the People’s 
Republic of Bangladesh graced the occasion as the “Chief Guest” and conveyed 
his greetings to SAARC Agriculture Centre for undertaking multi-pronged 
activities on different sectors including the livestock. He appreciated the efforts 
of SAARC Agriculture Centre for executing so many programs and activities 
encompassing consultation meeting, regional training, exposure visits, and 
workshop for the benefits of the Member States keeping in mind the emerging 
challenges faced by the agrarian sector. Finally, he wished that the current focal 
experts of the Member States and invited international speakers will be 
successful in bringing out the regional action plan, packed with advanced 
scientific interventions to protect the dairy cooperatives effectively for 
strengthening livelihood and food security in South Asia. Finally, Dr. Md. 
Baktear Hossain, the Director, SAARC Agriculture Centre and Chairman of the 
inaugural session addressed the participants and remarked that the Centre will 
leave no stone unturned for addressing the challenges of livestock as it supports 
livelihood of millions of regional people in addition to continuing supply of high 
biological value foods such as milk and its products. He reminded that on the 
highway of white revolution, the cooperative movement plays a magnificent role 
at all critical steps of dairy sector. However, with changing climate and lifestyles 
among SAARC Member States, the dairy cooperatives are facing the emerging 
challenges. Hope, the current meeting will discuss all those challenges and 
suggest solution to reposition the dairy cooperatives on stronger footprint. He 
expressed sincere thanks to the chief guest, special guest, dairy cooperative 
farmers, focal experts of Member States, professionals of the Centre and other 
national and international organization for joining in the expert consultation 
meeting over virtual platform. He conveyed special thanks to the Asian Farmers’ 
Association for Sustainable Rural Development for technical partnership in the 
expert consultation meeting and extending all out support and cooperation.     
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During the two days expert consultation meeting, national focal experts shared 
their country status on dairy cooperatives, its contribution to national milk 
production, existing framework for functioning, national law pertaining to 
cooperative, emerging challenges, action plan to mitigate challenges of farmers, 
input supply system, procurement, production diversification, capacity 
development etc. International expert, Mr. Jose Romeo Ebron, Cooperative 
Development Program Manager, Asian Farmers’ Association for Sustainable 
Rural Development delivered speech on “Challenges and opportunities of dairy 
cooperatives under changing scenario in South Asia”. Before his speech, dairy 
cooperative farmers of Bhutan, Bangladesh, and Pakistan shared their 
experiences on dairy cooperatives and looking forward for stronger dairy 
cooperatives in their country.  This was followed by formulation of strategies 
and recommendations on the subject.  

Recommendations 

The recommendations emanated from the SAARC Regional expert consultation 
meeting were as follows: 

1. Formulation, enactment and enforcement of dairy cooperative law to 
empower farmers in the decision-making process.  

2. Good governance in the business of dairy cooperatives and management 
with adequate liquidity. 

3. Exchange of high yielding germplasm of indigenous dairy animals 
especially cows and buffaloes. 
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4. Build capacity of field officials and dairy cooperative farmers with 
advanced knowledge and skills on farm management, processing and 
product diversification, cooperative management, marketing, traceability 
etc.  

5. Exchange of professionals/ experts by easing out norms of work permit / 
international exchange Programme in the field of diary cooperatives.  

6. Promoting milk and milk products of dairy cooperative under “School 
Feeding”, “Hospital Milk” and Nursing Home”, “Mid-Day Meal”, other 
government schemes or programs. 

7. Facilitation of regional trade for milk and milk products among SAARC 
Member States by tariff rationalization, extending margin of preference on 
applied tariff rate, easing of business. 

8. Strengthening input services to the primary members of dairy 
cooperatives including high yielding dairy animals, quality feeds and 
fodder seed, mineral mixture, silage, artificial insemination, deworming, 
vaccination etc. 

9. Necessary legislation for minimum processing of milk, milk quality 
standards, feed and seed quality, etc.  

10. Dynamic milk procurement price linked with cost of feed and disease 
control measures in addition to milk quality.  

11. Dedicated corridor (road/ rail/ air/ water ways) for transportation of milk 
and milk products, dairy machinery, feed and fodder, vaccines, high 
yielding cows/ buffaloes, progeny tested bull etc. 
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