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ABSTRACT

Rice-wheat system in the farming economy of Punjab has not only attained its potential but also led to depletion of
soil and water reserves of the state. The technology has shown the signs of fatigue, the income growth has slowed
down and employment has shrunk. Livestock is being considered as one of the viable options for diversifying the
agricultural economy of the state. Livestock economy especially dairying is one of the prominent contributors to
agricultural growth. Gross Domestic Product from livestock sector at current prices was Rs 16675.82 crore during
2008-09 with 31.05% share in agriculture and allied sector. Punjab has emerged as the 4th largest producer of
milk in country (After U.P., A.P. and Rajasthan), despite the small size of its area and population. Adequate
knowledge of the cost structure of milk production is essential for working out a pricing policy and providing
incentives to milk producers. At present, the procurement price of milk is determined arbitrarily without considering
the cost structure of milk production. Such an approach is not conducive for the growth of dairy sector. The
realistic cost estimates of milk production are required to be made on the basis of study of comprehensive milk
production system through survey of dairy farmers as in case of rice and wheat, where minimum support price is
fixed on the basis of comprehensive analysis of cost of cultivation. Therefore, project entitled “Economics of milk
production and its regular monitoring in Punjab” was undertaken in this direction to study the investment pattern,
cost of milk production and net returns from milk production across different categories in three zones of Punjab
state viz. Sub-mountaneous zone, central zone and south-western zone. The cost of milk production of buffaloes and
cows on per litre basis was highest in central zone. The dairy enterprise profit from buffaloes per day per milch
animal on per litre basis was found to be the highest in zone central zone i.e. Rs 6.24/litre and that of cows in zone
south-western zone i.e. Rs 3.52/litre. Category wise, dairy enterprise profit per day per milch animal on per litre
basis increased with increase in herd size both in case of buffaloes and cows.
Key words: Rice-wheat system; Livestock; Agricultural growth;

Livestock sector is an important sub sector of
Punjab agriculture. It is one of the remunerative
alternatives to wheat-rice system in Punjab which
provide regular income and employment to the
households especially small and marginal. If we want
to diversify our agriculture from monoculture of wheat-
rice system, livestock sector comes first as next best
alternative. Gross Domestic product from Livestock
sector at current prices was about Rs 7697.79 crore
during 2000-01 (29.1 per cent of agriculture and allied
GDP). This rose to Rs 16675.82 crore during 2008-09
with 31.05 per cent share in agriculture and allied sector.

Since 1997, the number of bovine and total
livestock in Punjab is declining but the milk production

is increasing continuously. This is largely the result of
improvement in quality of milch animals, feed quality
and quantity as a result of shift to stall feeding, fast
adoption of crossbred cows and increasing
commercialization of milk production. The composition
of milch animals stock has shifted towards greater
domination of the buffaloes and crossbred cows and
gradual disappearance of desi cows. The share of
buffaloes in milch animals has gone up from 64.64 per
cent in 1966 to 76.93 per cent in 2007. In 1966, the
milch cows stock largely consisted of desi-cows but by
2007 about 80 per cent of the milch cows were
crossbred. In last four decades (1967-68 to 2007-08),
milk production in Punjab has grown at the annual rate
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of about 4 per cent, and stood at 9390 thousand tonnes
in 2009-10. Punjab stands first in terms of per capita
milk availability (915 gms per day) as well as the milk
yield of in-milk bovine (9.29 litres per day) and 4th in
milk production in country (After U.P., A.P. and
Rajasthan), despite the small size of its area and
population.
Need to study cost of milk production :  After
achieving a break-through in the production of wheat
and rice, attention has been directed towards the
development of dairy industry in the state. Consequently,
dairy farming is being encouraged through various
incentives offered to the milk producers. For boosting
up the production of milk in Punjab, an ambitious
programme envisaging the genetic improvement of the
local breeds of cows and buffaloes through upgrading
and cross breeding was launched. Other measures such
as providing balanced feed of good quality, proper health
care of animals, organizing milk collection centres and
installation of milk plants to process the milk for
distribution to urban consumers was undertaken during
eighties. In the context of these sustained efforts directed
towards development of milk production, the need for
data on cost of production of milk is being increasingly
felt both for policy formulation and organizing extension
activities. Adequate knowledge of the cost structure of
milk production is also essential for working out a pricing
policy and providing incentives to milk producers. The
price so determined should necessarily be within the
reach of ordinary consumers, as only then the benefits
of higher milk production will occur in positive sense
and the incentive for milk production will be maintained.
At present, the procurement price of milk is determined
arbitrarily without considering the cost structure of milk
production. Such an approach is not conducive for the
growth of dairy sector. The realistic cost estimates of
milk production are required to be made on the basis of
study of comprehensive milk production system through
survey of dairy farmers. In India, however, not many
studies have been undertaken scientifically in this
direction. In Punjab, no systematic study so far has been
done to study the cost of milk production. Therefore,
this project has been undertaken with the following
objectives.
1) To estimate the region and production group wise

cost of milk production;
2) To estimate the net returns from milk production;
3) To suggest measures to enhance profitability of

milk production.

METHODOLOGY
The study was conducted in three zones of Punjab

state viz. zone I (Sub-mountainous zone), zone II
(Central zone) and zone III (South-western zone). The
sample of the study was based on multistage stratified
random sampling technique with zones, districts, blocks,
villages and farmers as the respective sampling units.
Four districts were selected from the three zone and
further, two blocks from each district were randomly
selected, totaling 8 blocks in all, which are given below.
Zone District Block
I Hoshiarpur Bhunga

Talwara
II Ludhiana Jagraon

Dehlon
Sangrur Malerkotla

Bhawanigarh
III Muktsar Malout

Lambi
All the villages falling under each selected block

were listed and two clusters of three villages each were
selected at random from each block.
Farm size category Dairy Units

(No of milch animals)
Domestic 1-2
Small 3-7
Medium 8-15
Large 16 & above

Thus, twelve villages from each selected district
were selected. Overall, 48 villages were selected from
4 selected districts for detailed analysis for the study
purpose. A complete list of all the farmers in each
selected village was prepared along with the dairy units.
The farmers were arranged in the ascending order of
the dairy units. Four farm size categories were identified
as under:

The total number of farmers selected for the study
was 358.The ultimate sample of the study came to be
as under:
Zone                  Farm size category Total

Domestic Small Medium Large
I 25 32 16 19 92
II 59 57 27 19 162
III 27 42 14 21 104
Overall 111 131 57 59 358

The primary data were collected from the
selected farmers through personal interview method on
a specially structured and pre-tested schedule. Each
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selected dairy farmer was interviewed at the monthly
interval and data was collected for each animal and
other dairy inputs The information regarding various
farm characteristics like farm inventory, cropping
pattern, production of crops, grains, fodders, livestock
management, detailed particulars of cost components
and income aspects, milk .production, distribution and
sale, calf rearing items etc was collected. The data on
inputs use, farm production and income from different
sources, etc. were also collected for the summer season
(April-Sept) 2010.

Annual depreciation on animal shed was calculated
at the rate of 5 per cent of the present value of structure
and on equipment was charged at the rate of 10 per
cent of purchase price. Regarding milch animals no
depreciation was charged up to three lactations, for
fourth & fifth lactations 10 per cent and 6 & above
lactations 20 per cent depreciation was charged. Straight
line method of depreciation was used. Interest on fixed
capital was worked out at prevailing rate i.e. 10.5 per
cent per annum. The components of variable costs of
dairy enterprise at farmer level were feed, and fodder,
labour, veterinary expenses and miscellaneous expenses
on dairy farm.

The tabular analysis was used for interpretation
and comparison of the costs of milk production and
returns from sale of milk for different categories of
households. The analysis was carried on per milch animal
basis which included in-milk and dry animals. Other

statistical tools such as simple averages, weighted
average, percentages etc. were also used wherever
required.

RESULTS AND DISCUSSION
Milk production by herd size distribution: Milk
production by herd size distribution in three zones of
Punjab has been presented in Table 1. The perusal of
the table revealed that milk production of buffalo per
day per household was the highest in zone III (42.18
litres) followed by zone II and zone I with 40.83 litres
and 38.89 litres respectively. In case of cows, the milk
production per day per household was the highest in
zone III (78.95 litres) followed by zone I and zone II
with 70.92 litres and 63.33 litres respectively. The milk
production per day per household was the lowest in zone
II in case of cows on account of comparatively more
number of domestic and small  dairy farmers who have
little share in total milk production. It was found that
herd size had a direct relationship with the milk
production. The milk production per household was
lowest on domestic dairy farms and highest on large
dairy farms both in case of buffaloes and cows. It may
be concluded that zone III was the leader in per
household milk production.

Further, in case of buffaloes, the share of large
farmers in total milk production was the highest with
45.37 per cent in zone I, followed by 44.78 per cent in
zone III and 29.78 per cent in zone II. In case of cow

 Table 1: Distribution of milk production by herd size
Herd size Number of Daily Milk production Per cent share in

households (litres/household) Milk Production Milch Animals
Buffalo Cow Buffalo Cow Buffalo Cow Buffalo Cow

Zone I
Domestic 11 14 4.23 6.36 2.60 2.73 3.49 4.13
 Small 20 12 22.99 27.18 25.70 10.00 29.65 12.36
 Medium 7 9 67.29 75.41 26.33 20.81 26.45 21.69
 Large 8 11 101.46 197.12 45.37 66.46 40.41 61.82
Overall 46 46 38.89 70.92 100.00 100.00 100.00 100.00
Zone II
Domestic 26 33 8.00 10.19 5.92 6.99 7.04 9.59
 Small 36 21 29.10 39.35 29.83 17.17 30.98 21.04
 Medium 15 12 80.67 121.08 34.47 30.19 33.99 29.15
 Large 9 10 116.17 219.75 29.78 45.65 27.99 40.22
Overall 86 76 40.83 63.33 100.00 100.00 100.00 100.00
Zone III
Domestic 12 15 6.12 8.10 3.28 3.02 3.68 4.11
 Small 24 18 29.39 35.08 31.55 17.03 34.74 20.53
 Medium 8 6 56.96 100.06 20.39 14.90 19.74 14.78
 Large 9 12 111.26 218.26 44.78 65.05 41.84 60.58
Overall 53 51 42.18 78.95 100.00 100.00 100.00 100.00
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milk, same pattern was followed i.e. the share of large
farmers was the highest (66.46 per cent) in zone I
followed by zone III (65.05 per cent) and zone II (45.65
per cent). The distribution of milch animals among
different farm size category did not follow any trend in
case of buffaloes. In case of buffaloes, the highest share
of milch animals in zone I, was in large category (40.41
per cent), medium category in zone II and large category
in zone III. In case of cows, the highest share of milch
animals was among large farmers i.e. 61.82 per cent in

zone I, 60.58 per cent in zone III and 40.22 per cent in
zone II. The per cent share of domestic dairy farmers
to total milk production and total number of milch animals
was the lowest in all the three zones. In nutshell, it may
be concluded that medium and large dairy farms
contribute about two-third of the total milk production
as against one-third contribution by domestic and small
dairy farms collectively.
Milk yield and herd size relationship: Milk yield and
herd size relationship has been depicted in Table 2 and
fig1. It is revealed from the table that, the total milk
production was the highest in zone II (buffalo: 6425.15
qtls ; cows: 8807.76 qtls) followed by zone III (buffalo:
4091.48 qtls ; cows 7368.56 qtls) and zone I (buffalo:
3273.87 qtls ; cows: 5969.52 qtls). Category wise, there
was direct relationship between herd size and milk
production except for medium category in zone III
where the milk production was lower than that of small
category. The higher milk yield of in-milk animals in
large herds revealed that large herd dairy farmers
managed their animals better than small herd size
farmers. Moreover, large herd dairy farmers were

Table 2: Milk yield and herd size relationship

Farm size     Milk Production  (Qtls)    Milk yield/in-milk animal Milk yield/ milch animal
category             (Litres /day)          (Litres/day)

Buffalo Cow Buffalo Cow Buffalo Cow
Zone I
Domestic 85.13 163.08 4.65 6.27 4.09 5.29
Small 841.51 596.91 5.58 7.14 4.41 5.72
Medium 861.93 1241.98 6.81 9.35 5.16 6.83
Large 1485.30 3967.55 7.51 10.12 5.82 7.65
Overall 3273.87 5969.52 5.91 8.01 4.69 6.27
Zone II
Domestic 380.51 615.32 7.43 8.74 5.12 6.31
Small 1916.92 1512.35 8.30 10.03 5.89 7.29
Medium 2214.55 2659.10 9.51 13.86 6.35 9.19
Large 1913.17 4020.99 10.43 14.95 6.57 9.89
Overall 6425.15 8807.76 8.52 10.84 5.81 7.51
Zone III
Domestic 134.40 222.34 6.26 8.05 5.05 6.04
Small 1290.75 1254.54 7.50 8.81 5.58 6.88
Medium 834.13 1098.60 9.40 12.51 6.05 8.34
Large 1832.20 4793.08 9.95 12.98 6.22 9.07
Overall 4091.48 7368.56 7.98 10.08 5.64 7.32
Punjab
Domestic 600.04 1000.74 6.49 7.97 4.87 6.01
Small 4049.18 3363.80 7.38 8.92 5.43 6.77
Medium 3910.61 4999.68 8.85 12.06 5.99 8.22
Large 5230.67 12781.62 9.36 12.62 6.22 8.84
Overall 13790.50 22145.84 7.70 9.84 5.48 7.12
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rearing those animals which had better breed
characteristics compared to animals of small herd
farmers. It may be noted that large herd households
usually kept animals for commercial purpose only, and
provided good quality feed/fodder and were paying
proper attention to their animals for producing large
quantity of milk.

The milk yield/in milk animal among buffaloes, was
found to be the highest in zone II (8.52 litres/day)
followed by zone III (7.98 litres/day) and zone I (5.91
litres/day) with an average figure of 7.70 litres/day in
Punjab. Similar pattern was followed in case of cow
milk yield/in milk animals. It was the highest in zone II
(10.84 litres/day) followed by zone III (10.08 litres/day)
and zone I (8.01 litres/day) with an average figure of
9.84 litres/day. In a category wise analysis, a direct
relationship between milk yield and herd size was noticed
in all three zones in both cows and buffaloes. Milk yield/
in milk animal increased as the herd size increased.

There was direct relationship between milk yield/
milch animal and herd size both in case of cows and
buffaloes. In case of buffaloes, the milk yield/milch
animal was the highest in zone II (5.81 litres/day)
followed by zone III (5.64 litres/day) and zone I (4.69

litres/day) with an average figure of 5.48 litres/day in
Punjab. In case of cows the milk yield/milch animal was
again the highest in zone II (7.51 litres/day) followed by
zone III (7.32 litres/day) and zone I (6.27 litres/day)
with an average figure of 7.12 litres/day in Punjab. The
milk yield per milch animal remained higher in 16 &
above category than other categories which might be
due to the fact that dairy farmers in 16 & above category
were more commercialized and thus indicating the
prevalence of economies of scale on large farms.
Total cost of buffalo milk production:  The total cost
of buffalo milk production on per milch animal basis
among different farm size categories in various zones
of Punjab has been presented in Table 3.  A perusal of
the table revealed that the total cost per day per milch
animal was found the be the highest in zone II with Rs
105.42 followed by zone III (Rs 98.27) and zone I (Rs
84.48) with an average figure of Rs 98.18 in Punjab.
The major share in the total cost of milk production was
of variable costs (about 87 per cent) and fixed costs
constituted only about 13 per cent. In a category wise
analysis, the total cost of milk production per day per
milch animal increased with the increase in herd size.
Further, cost of milk production on per litre basis was

Table 3: Total cost of buffalo milk production (Rs per day per milch animal)

Particulars/ Fixed cost Variable cost Total cost Milk yield per Cost of milk
(i) (ii) (i+ii) animal (lt) production (per lt)

Zone I
Domestic 8.53 61.98 70.51 4.09 17.24
Small 12.16 72.45 84.61 4.41 19.19
Medium 12.97 78.58 91.55 5.16 17.74
Large 13.53 83.57 97.10 5.82 16.68
Overall 11.66 72.82 84.48 4.69 18.01
Zone II
Domestic 12.30 85.51 97.81 5.12 19.10
Small 13.97 92.69 106.66 5.89 18.11
Medium 14.34 96.85 111.19 6.35 17.51
Large 13.87 99.25 113.12 6.57 17.22
Overall 13.52 91.93 105.45 5.81 18.15
Zone III
Domestic 13.26 78.33 91.59 5.05 18.14
Small 13.53 83.92 97.45 5.58 17.46
Medium 12.42 90.56 102.98 6.05 17.02
Large 12.80 92.36 105.16 6.22 16.91
Overall 13.18 85.09 98.27 5.64 17.42
Punjab
Domestic 11.72 78.39 90.11 4.87 18.50
Small 13.39 85.01 98.40 5.43 18.12
Medium 13.51 90.85 104.36 5.99 17.42
Large 13.38 92.18 105.56 6.22 16.97
Overall 12.96 85.22 98.18 5.48 17.92
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maximum in zone II i.e. Rs 18.15/litre which is due to
more fixed and variable cost despite higher yield followed
by zone I with Rs 18.01/litre and zone III with Rs 17.42/
litre with an average figure of Rs 17.92/litre in Punjab.
In a category wise analysis, the cost of buffalo milk
production on per litre basis decreased with increase in
herd size indicating the prevalence of economies of scale
on large farms. This might be due to the fact that large
dairy farmers were rearing better milch animals and
following better management practices as compared to
domestic and small dairy farmers. Further, the

relationship between cost/litre and milk yield of buffaloes
on different sized dairy farms have been depicted in
figure 2. It was observed that the cost/litre decreased
and milk yield increased as the size of dairy farm
increased.
Total cost of cow milk production : The total cost of
cow milk production on per milch animal basis among
different farm size categories in various zones of Punjab
has been presented in Table 4. A perusal of the table
revealed that the total cost per day per milch animal
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Table 4: Total cost of cow milk production (Rs per day per milch animal)

Particulars/ Fixed cost Variable cost Total cost Milk yield per Cost of milk
(i) (ii) (i+ii) animal (lt) production (per lt)

Zone I
Domestic 7.66 65.13 72.79 5.29 13.76
Small 10.18 76.06 86.24 5.72 15.08
Medium 14.68 82.56 97.24 6.83 14.24
Large 16.44 88.21 104.65 7.65 13.68
Overall 11.80 76.92 88.72 6.27 14.15
Zone II
Domestic 13.77 86.50 100.27 6.31 15.89
Small 13.40 94.81 108.21 7.29 14.84
Medium 14.15 108.14 122.29 9.19 13.31
Large 16.41 112.56 128.97 9.89 13.04
Overall 14.08 95.65 109.73 7.51 14.61
Zone III
Domestic 11.02 79.67 90.69 6.04 15.01
Small 12.45 86.63 99.08 6.88 14.40
Medium 13.58 97.40 110.98 8.34 13.31
Large 13.34 99.98 113.32 9.07 12.49
Overall 12.37 89.00 101.37 7.32 13.85
Punjab
Domestic 11.79 79.93 91.72 6.01 15.26
Small 12.34 87.75 100.09 6.77 14.78
Medium 14.19 97.26 111.45 8.22 13.56
Large 15.26 99.78 115.04 8.84 13.01
Overall 12.99 88.72 101.71 7.12 14.29

Table 5: Dairy enterprise profit from buffaloes (Rs per day per milch animal)
Particulars/ Milk Price          Returns from Total Total Cost Dairy Dairy Enterp.
Category Yield / litre Milk Manure Young Returns Cost  / litre Enterp. Profit /

(litres) Sale (i) (ii) (iii) (i to iii) Profit   litre
Zone I
Domestic 4.09 21.00 85.89 1.07 0.75 87.71 70.51 17.24 17.20 4.21
Small 4.41 22.50 99.23 1.36 0.87 101.46 84.61 19.19 16.85 3.82
Medium 5.16 24.75 127.71 1.22 0.48 129.41 91.55 17.74 37.86 7.34
Large 5.82 25.50 148.41 1.30 0.30 150.01 97.10 16.68 52.91 9.09
Overall 4.69 23.01 107.90 1.26 0.68 109.84 84.48 18.01 25.36 5.41
Zone II
Domestic 5.12 23.00 117.76 1.59 0.42 119.77 97.81 19.10 21.96 4.29
Small 5.89 23.75 139.89 1.84 0.34 142.07 106.66 18.11 35.41 6.01
Medium 6.35 25.00 158.75 1.93 0.26 160.94 111.19 17.51 49.75 7.83
Large 6.57 26.50 174.11 1.79 0.23 176.13 113.12 17.22 63.01 9.59
Overall 5.81 24.03 139.61 1.77 0.34 141.72 105.45 18.15 36.27 6.24
Zone III
Domestic 5.05 20.50 103.53 1.23 0.52 105.28 91.59 18.14 13.69 2.71
Small 5.58 22.25 124.16 1.25 0.45 125.86 97.45 17.46 28.41 5.09
Medium 6.05 24.50 148.23 1.16 0.41 149.80 102.98 17.02 46.82 7.74
Large 6.22 25.00 155.50 1.38 0.26 157.14 105.16 16.91 51.98 8.36
Overall 5.64 22.66 127.80 1.25 0.43 129.49 98.27 17.42 31.22 5.54
Punjab
Domestic 4.87 21.94 106.85 1.39 0.52 108.76 90.11 18.50 18.65 3.83
Small 5.43 22.99 124.84 1.54 0.51 126.89 98.40 18.12 28.49 5.25
Medium 5.99 24.81 148.61 1.56 0.35 150.52 104.36 17.42 46.16 7.71
Large 6.22 25.67 159.67 1.50 0.26 161.43 105.56 16.97 55.87 8.98
Overall 5.48 23.38 128.14 1.50 0.45 130.09 98.18 17.92 31.91 5.82
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was found the be the highest in zone II i.e. Rs 109.73
due to higher fixed and variable costs per milch animal
followed by zone III (Rs 101.37) and zone I (Rs 88.72)
with an average figure of Rs 101.71 in Punjab. The
major share in the total cost of milk production was of
variable costs (about 87 per cent) and fixed costs
constituted about 13 per cent. In a category wise
analysis, the total cost of milk production per day per
milch animal increased with the increase in herd size.
Further, cost of milk production on per litre basis was
highest in zone II i.e. Rs 14.61/litre followed by zone I
with Rs 14.15/litre and zone III with Rs 13.85/litre with
an average figure of Rs 14.29/litre in Punjab. In a
category wise analysis, the cost of cow milk production
on per litre basis decreased with increase in herd size
indicating the prevalence of economies of scale on large
farms. This might be due to the fact that large dairy
farmers were rearing better milch animals and following
better management practices as compared to domestic
and small dairy farmers. Further, the relationship
between cost/litre and milk yield of cows on different

category

sized dairy farms have been depicted in figure 3. It was
observed that the cost/litre decreased and milk yield
increased as the size of dairy farm increased.
Dairy enterprise profit from buffaloes : Returns and
profits from buffaloes on per milch animal basis among
different farm size categories in various zones of Punjab
have been presented in Table 5. It was observed that
the total returns per day per milch animal were the
highest in zone II with Rs 141.72 followed by zone III
(Rs 129.49) and zone I (Rs 109.84) with an average
figure of Rs 130.09 in Punjab. The higher returns in
zone II were on the account of higher yield and higher
price of milk in this zone. Out of total returns, the major
share was from the sale of milk (98.5 per cent). In a
category wise analysis, total returns increased with the
increase in herd size. Dairy enterprise profit from
buffaloes per day per milch animal were highest in zone
II i.e. Rs 36.27 followed by Rs 31.22 in zone III and Rs
25.36 in zone I with an average figure of Rs 31.91 in
Punjab. Similarly, dairy enterprise profit from buffaloes
per day per milch animal on per litre basis was found to

Table 6: Dairy enterprise profit from cows (Rs per day per milch animal)

Particulars/ Milk Price        Returns from Total Total Cost Dairy Dairy Enterp.
Category Yield / litre Milk Manure Young Returns Cost  / litre Enterp. Profit /

(litres) Sale (i)     (ii)    (iii) (i to iii) Profit litre
Zone I
Domestic 5.29 15.50 82.00 0.78 0.49 83.27 72.79 13.76 10.48 1.98
Small 5.72 17.00 97.24 1.32 0.40 98.96 86.24 15.08 12.72 2.22
Medium 6.83 17.75 121.23 1.28 0.34 122.85 97.24 14.24 25.61 3.75
Large 7.65 18.00 137.70 1.19 0.26 139.15 104.65 13.68 34.50 4.51
Overall 6.27 16.93 106.15 1.12 0.38 107.65 88.72 14.15 18.93 3.02
Zone II
Domestic 6.31 16.75 105.69 1.40 0.28 107.37 100.27 15.89 7.10 1.13
Small 7.29 18.00 131.22 1.70 0.24 133.16 108.21 14.84 24.95 3.42
Medium 9.19 19.25 176.91 1.49 0.22 178.62 122.29 13.31 56.33 6.13
Large 9.89 19.50 192.86 1.46 0.10 194.42 128.97 13.04 65.45 6.62
Overall 7.51 17.85 134.07 1.51 0.24 135.81 109.73 14.61 26.08 3.47
Zone III
Domestic 6.04 16.25 98.15 0.99 0.47 99.61 90.69 15.01 8.92 1.48
Small 6.88 17.25 118.68 1.18 0.29 120.15 99.08 14.40 21.07 3.06
Medium 8.34 17.50 145.95 1.35 0.30 147.60 110.98 13.31 36.62 4.39
Large 9.07 18.00 163.26 1.37 0.12 164.75 113.32 12.49 51.43 5.67
Overall 7.32 17.16 125.62 1.19 0.30 127.12 101.37 13.85 25.75 3.52
Punjab
Domestic 6.01 16.35 98.26 1.16 0.38 99.80 91.72 15.26 8.08 1.35
Small 6.77 17.50 118.48 1.43 0.30 120.21 100.09 14.78 20.12 2.97
Medium 8.22 18.36 150.92 1.40 0.28 152.60 111.45 13.56 41.15 5.01
Large 8.84 18.45 163.10 1.34 0.16 164.60 115.04 13.01 49.56 5.61
Overall 7.12 17.40 123.91 1.31 0.30 125.52 101.71 14.29 23.81 3.34
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be the highest in zone II i.e. Rs 6.24/litre followed by
Rs 5.54/litre and Rs 5.41/litre in zone III and zone I
respectively with an average figure of Rs 5.82 in Punjab.
In a category wise analysis, dairy enterprise profit per
day per milch animal on per litre basis increased with
increase in herd size due to prevalence of economies of
scale on large sized dairy farms.
Dairy enterprise profit from cows :  Returns and profits
from cows on milch animal basis among different farm
size categories in various zones of Punjab have been
presented in Table 6. It was revealed from the table
that the total returns per day per milch animal were the
highest in zone II with Rs 135.81 followed by zone III
and zone I with Rs 127.12 and Rs 107.65 respectively
with an average figure of Rs 125.52 in Punjab. The
higher returns in zone II were on the account of higher
yield and higher price of milk in this zone. Out of total
returns, the major share was from the sale of milk (about
99 per cent). In a category wise analysis, total returns
increased with the increase in herd size. Dairy enterprise
profit from cows per day per milch animal were highest
in zone II i.e. Rs 26.08 followed by Rs 25.75 in zone III
and Rs 18.93 in zone I with an average figure of Rs
23.81 in Punjab. Further, dairy enterprise profit from
cows per day per milch animal on per litre basis was
found to be the highest in zone III i.e. Rs 3.52/litre
followed by Rs 3.47/litre and Rs 3.02/litre in zone II
and zone I respectively with an average figure of Rs
3.34 in Punjab. In a category wise analysis, dairy
enterprise profit per day per milch animal on per litre
basis increased with increase in herd size due to
prevalence of economies of scale on large sized dairy
farms.
Measures to enhance profitability of milk
production:  The quality of animals and milk yield is
low among the domestic and small dairy farmers. Hence,
there is need of intervention by government agencies to
ensure that the quality of animals and milk yield of
domestic and small farmers improve and they get
remunerative price for milk produced by their animals.
There is a need to restructure the whole dairy extension
system in the state to provide the necessary knowledge
and training to the farmers. Farmers should be
encouraged to adopt organized milk marketing (co-
operative Milk Plants etc.). The state needs more multi-
facility fully equipped hospitals with expert and trained
staff to counter the problems of animal health and
diseases. Feed and labour are two major components
of the cost of milk production. In zone II, the higher use
of concentrates and higher cost of green fodder resulted
in higher per unit cost of milk production. The lower

cost of green and dry fodder in zone I resulted in lower
total costs per animal. The dairy farmers should be
encouraged to adopt new technologies such as silage
making to get fodders at reasonable price round the
year. To reduce the second largest component of cost
of milk production i.e. labour cost, proper dairy farm
management is required. Therefore, adequate training
on working of various farm operations should be given
to dairy farmers on regular basis. The dairy farmers
need training in the methods of feeding, milking,
prevention and control of diseases, deworming of calves,
record keeping and home preparation of animal feed
etc. No doubt, Government of Punjab and university is
providing training to farmers time to time but there is
further need to speed this process. New varieties of
fodder which are more nutritious and high yielding need
to be developed.

CONCLUSION
Livestock sector is providing the highest

employment opportunities next to agriculture. In the
changed scenario, the rearing of milch animals is gaining
importance among rural households. Dairy sector has
been identified as an important growth engine for rural
development and prosperity. As there is inverse
relationship between rural poverty and livestock share
in agricultural value of output, the expansion of livestock
sector among resource poor people will help in reducing
their poverty level. At present, the procurement price
of milk is determined arbitrarily based on fat and SNF
content of the milk without considering the cost structure
of milk production. Such an approach is not conducive
for the growth of dairy sector. The major share in the
total cost of milk production was of variable costs (about
87 per cent) which is completely ignored while fixing
the milk price. Therefore, the cost of production of milk
should be taken into consideration by policy makers
while working out pricing policy for milk and providing
incentives to the milk producers as in case of rice and
wheat, where minimum support price is fixed on the
basis of comprehensive analysis of cost of cultivation.
At present, the dairy farmers are getting only about 25-
30 per cent profit margin over the total cost of milk
production on per litre basis. At least 50 per cent profit
margin over the total cost of milk production should be
provided to the dairy farmers so as to make dairy farming
a profitable venture. This can be made possible if along
with fat and SNF content, the cost of milk production is
also taken into consideration while working out the milk
prices.

    


