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Resource ownership Feeding practices Labour use 

• 75 per cent of India’s farmers 
are marginal or small. They 

own almost 60 per cent of 

female bovines, but only 30 

per cent of farm land 

• 70 million milk producers are 

predominantly small scale 

farmers with  1 to 3 animals 

 

• Animals fed 

largely on 

agricultural 

byproducts and 

crop residues 

• Less than 3 % of 

livestock feed is 

from grains and 

concentrates 

 

• Family   

labour carry 

out most 

operations 

• Women 

contribute 

significantly 

Dairying adds economic value to feed and labour resources that 

otherwise have limited economic value 
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Current 

Institutional 

structure of 

Dairy 

Cooperatives 

in India 

Village dairy cooperative  

District milk union  

Market 

Milk 

Milk &  

milk products 

State Milk Federation  

Producer members 

Milk 
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23 

170 

162 thousand 

16 million 



Milk consumed/ used 

in production areas itself 

196 million kg/day ~ 46% 

Surplus milk sold from 

production areas 

230 million kg/day ~ 54% 

Domestic milk production 

426 million kg/ day* 

Surplus handled by: 

Unorganised Sector Organised Sector 

(Coop + Private+) 

142 million kg/ day (44 +44) million kg/ day 

~ 62% of surplus ~ 38% of surplus 
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Sr. No. State 
Milk proc. 
(LKgPD) 

Proc. as % 
of prod. 

Proc. as % 
of surplus 

Functional 
DCS as % of 
total villages 

Rank Proc. 
(Prod.) 

1 Gujarat 174.8 52.0 73.9 89.8 1(3) 

2 Karnataka 64.8 37.3 55.0 48.5 2(11) 

3 Maharashtra 36.5 13.1 17.3 27.7 3(7) 

4 Tamil Nadu 30.4 15.3 17.1 56.8 4(10) 

5 Rajasthan 26.0 5.1 11.3 23.1 5(2) 

6 Bihar 17.3 7.6 14.6 36.3 6(9) 

7 Punjab 13.9 4.7 8.5 53.9 7(6) 

8 Andhra Pr. 13.3 4.5 6.1 17.0 8(5) 

9 Kerala 11.0 15.1 29.1 100.0 9(14) 

10 Madhya Pr. 10.3 3.1 4.8 10.9 10(4) 

11 Telangana 7.1 5.8 7.9 16.6 11(13) 

12 Odisha 5.3 9.9 17.4 8.1 12(16) 

13 Haryana 4.5 2.0 3.0 52.1 13(8) 

14 Uttar Pradesh 3.2 0.4 0.9 7.3 14(1) 

15 West Bengal 1.6 1.1 2.0 4.1 16(12) 



Dairy Cooperatives in India 

Have a presence 
in 

about 23% 
villages 

 

Reach out to 

Around 22%  
milch animal owning 

households 

Procure 

Around 19%  

of marketable surplus  
(= 9.5 % of milk 

production)  
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   Producer Company is a business enterprise registered under 
the provisions of the Company Act, and is run on the basis 
of Mutual Assistance Principles. 

    

   These principles are largely the same as Cooperative Principles 

adopted by the International Cooperative Alliance (ICA) for the 

cooperatives.  

 

 Thus a Producer Company combines the institutional strengths of 

the Cooperative Principles with the liberal regulatory framework 

of Company Law. 



Salient Features of Producer Companies and Cooperatives 

Features Producer Company Cooperative 
Legal Framework Central Act and enabling in nature State Act and restrictive in nature 

Area of operation Not restricted Restricted 

Share holders User members only to hold shares Non users can also hold shares 

Voting rights 

One member one vote, but PCs 

having only Producer Institutions as 

its members shall have patronage 

based voting rights  

one member one vote for all types of 

cooperatives 

Active members 
PC legislation has explicit active 

members provision.  Removal of inactive 

member is easier.  

No provision of active members 

Audit Regular audit by a Chartered Accountant 

Audit by Cooperative audit 

department or govt. empaneled 

auditors and often audit is delayed. 

Professional 

management 
Explicit provision in Act for experts on 

Board 
No provision for experts on board 

Govt. Nominee on 

Board 
No provision for Govt. nominee Explicit Provision for Govt. nominee  



Producer Company Other Companies 

Only producers can be members/ 

shareholders 

Anyone can be a shareholder 

Owned by user members Owned by investors 

One member, one vote or patronage- based 

voting 

Voting rights based on shareholding 

No trading of share is permitted. However 

transfer of shares among members is 

permitted. 

Trading of shares is permitted 

Limited dividend No limit on dividend 

Patronage-based returns Capital-based returns 

Even though a Producer Company is a company there are certain 

features which differentiate it from other companies 
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• NDDB Dairy Services (NDS), a wholly owned subsidiary of the National 

Dairy Development Board (NDDB), is a not-for-profit company under 

Section 25 of the Companies Act  

• NDS under the World Bank Funded National Dairy Plan I has in the 

recent past set up of five PCs- Paayas in Rajasthan, Maahi in Gujarat, 

Shreeja in Andhra Pradesh, Baani in Punjab and Saahaj in Uttar Pradesh 



Particulars Total 

Total No. of MPPs 3444 2792 2235 1347 2924 12,742 

No of Members 1,12,460 99,913 67,883 43,023 91,085 414,364 

Women Members 45,254 20,818 67,883 9,083 25,720 168,758 

women membership as % 

of Total members 
40% 21% 100% 21% 28% 41% 

Small holders$  

as % of total members 
37% 58% 92% 47% 59% 57% 

Paid up Share Capital (Rs* 

in million) 
307 306 65.8 76.1 153.3 908.2 

Average Milk 

Procurement  

ȋ‘000 Kg Per DayȌ  
650 633 270 180 345 2,078 

Turnover  

2016-17 (Rs in million) 
10,400 11,590 2,830 2,580 4,960 32,360 

Net worth (Rs in Million) 600 718 106 184 304 1,912 

MPCs at a glance as of March 2017 

$ Holding up to three milch animals.       * 1 US $ is about Rs 64.7 

http://www.google.co.in/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&ved=0CAQQjRw&url=http://www.verka.coop/procurement.php&ei=FSkZVJOYGtiQuAStgYHoAw&psig=AFQjCNGmzREJwDsLl3qUwNJJGY0pnuHtQg&ust=1411021461460098


MPCs supported by NDDB Dairy Services  



• Business only with members 

• Continuity of membership on meeting 
minimum quantum and period requirement 
– No free riders 

• Member equity in proportion to patronage 
– Ǯbuilding skin in the gameǯ 

• Fair and transparent transactions - 
Automated recording of membersǯ  
transactions and all payment through bank 
account 

Membership 

Operations and 
Management 

Governance  



• Enterprise is managed by hired professionals having 
Performance linked incentive/compensation to 
ensure SOP based efficient value chain 
management 

• Continuous capacity building of all the stakeholders 

• Robust database system 

• Appropriate mechanism for two way 
communication between members and the 
company –  

• Village Contact Groups 

• Toll free number 

• Field staff 

Membership 

Operations and 
management 

Governance  



• Patronage based member classes 
and member class representation 
on the Board to ensure 
inclusiveness in governance 

• Apolitical board 

• Expert Directors on the Board  

• Policy Based governance by the 
Board 

Membership 

Operations and 
management 

Governance 



Business Model: Flow diagram 

SUPPLY CHAIN 

Direct payment 

Input services 

Producer-
Member 

Milk 

R
e
g
u
la

r 
s
u
p
p
ly

 

MPP Inward 
logistics 

MCC /BMC Quality 
assurance 

Outward 
logistics 

Retail 
customer 

Institutional 
buyer 

Information systems 
Milk producer 

company 

Payment 
flow 

Customer 

Plant 

Quality 
assurance 

Outward 
logistics 



 The Milk Producer Companies have a low asset base 
with a high asset turnover – asset light strategy 

 

 Negative Cash conversion cycle ensures positive 
working capital – Continuous Cash generation 

 

 Cost structure neutralizes the business risk of sales 
slow down – Variable cost model 

 

 Healthy retention rate drives the future growth – 
building of healthy reserves & net worth will give 
strength to Balance Sheet leading to higher 
creditworthiness 



Milk and Milk Products of  
Milk Producer Companies 





1. Animal Breeding 

• Doorstep Artificial Insemination Delivery 

• Infertility Management 

2. Animal Nutrition 

• Ration Balancing Program 

• Fodder Conservation – Silage Making 

• Quality Cattle Feed & Area Specific Mineral Mixture 

4. Preventive Health - Mastitis Prevention/Diagnosis 

5. Capacity Building 

• Mobile AI Technicians Orientation Program in SOPs 

• PES Facilitators Training 

• Data Management – Implementation of INAPH 

• Dairy Management Training for Producer members 

• Farmers ’Workshops 

6. Extension and Promotion 
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Way forward for Producer Owned Enterprises in Indian Dairy Sector 
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Thank You 


