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Abstract 

The dairy and food industry in India, a cornerstone of the nation's agrarian economy, is poised 

for significant transformation. Driven by a growing population, rising incomes, and increasing 

health consciousness, this sector offers substantial opportunities for innovative startups. 

However, this potential is tempered by challenges such as high input costs, inefficiencies in the 

supply chain, and complex regulatory frameworks. This research paper aims to provide an in-

depth analysis of the current landscape, uncover emerging opportunities, and address the 

challenges faced by startups in the Indian dairy and food industry. By examining market 

dynamics, consumer trends, technological advancements, and government policies, the paper 

offers strategic recommendations to foster the growth and sustainability of startups in this 

crucial sector. 
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Introduction 

India’s dairy and food industry stands as a pillar of the country’s agricultural sector, contributing 

significantly to the rural economy and providing sustenance to millions of households. With 

India being the largest milk producer globally, the sector's significance extends beyond mere 

production to its impact on livelihoods, nutrition, and economic stability. Additionally, food 

industry is equally diverse, encompassing wide range of traditional grains production to 

contemporary ready-to-eat meals and healthy food items. Recent years have witnessed 

transformative changes within the dairy and food industry, driven by advances in technology, 

shifting consumer preferences, and evolving health trends. 

Startups are poised to be the next powerhouse economy drivers in India, propelling towards 

US$5 trillion economy by 2047. This paper seeks to provide a comprehensive overview of the 

Indian dairy and food industry, focusing on the opportunities and challenges faced by these 

thriving startups. It aims to offer actionable insights and policy recommendations that can 

support the growth of innovative startups and contribute to the sector's overall development. 
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The scope of this research paper encompasses a detailed analysis of the Indian dairy and food 

industry, addressing various critical aspects. It includes a thorough evaluation of the market size 

and growth trends, highlighting the industry's growth trajectory, market dynamics, and 

identifying key players. Consumer behaviour and preferences are analysed to understand shifting 

preferences, health trends, and the rising demand for innovative products. The paper examines 

technological advancements in dairy farming and food processing, assessing their impact on the 

industry. Additionally, it reviews government policies and the regulatory framework, focusing on 

initiatives, policy measures, and regulatory challenges that influence the sector, particularly for 

startups. Lastly, the paper identifies opportunities and challenges for startups, exploring growth 

prospects and the obstacles they face within the dairy and food sector. 

Overview of the Market Dynamics  

India’s dairy industry is a robust and expansive sector, accounting for approximately 20% of the 

global milk production.1 This significant share is a testament to the sector's growth and its critical 

role in the country's agricultural landscape. The industry has demonstrated a compound annual 

growth rate (CAGR) of 5.5% over the past decade, reflecting a steady increase in milk 

production driven by several factors, including demographic growth, rising income levels, and 

government support. 

The increase in milk production is not only a result of higher demand but also of concerted 

efforts by the government to enhance dairy infrastructure. Initiatives such as the National Dairy 

Plan (NDP) and the Pradhan Mantri Kisan Sampada Yojana (PMKSY) have played a crucial role 

in supporting this growth. For instance, the NDP aims to increase milk production and improve 

the quality of dairy cattle, while the PMKSY provides financial assistance for establishing dairy 

processing units and improving infrastructure.2 

Furthermore, India stands as one of the largest food processing sectors in India and is expected 

to reach US$535 billion by 2026 with a CAGR of 7.23%3. This expansion is fuelled by the 

increasing demand for convenience and the growing emphasis on health and nutritious diets. 

Initiatives such as Pradhan Mantri Formalisation of Micro food processing Enterprises 

(PMFME), Production Linked Incentive Scheme for Food Processing Industry (PLISFPI) and 

others enables the efficient production, enhance infrastructure and foster innovation.  

Major Players Ruling the Industry 

The Indian dairy industry comprises a blend of organized and unorganized players. The 

organized sector, which includes cooperatives and private companies, manages about 40% of the 

total milk production, while the unorganized sector, consisting largely of local milkmen and small 

dairy farms, handles the remaining 60%.4   The key players of dairy and food industry are 

illustrated in Table 1. 
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Table 1: Key Players in Dairy and Food Industry in India 

Player Name Description 

 

 

 

As one of the largest dairy cooperatives in India, Amul plays a 

pivotal role in the organized dairy sector. With a turnover of INR 

52,000 crore (approximately USD 7 billion) in the fiscal year 

2021-22, Amul has established itself as a leader in the industry, 

offering a wide range of dairy products including milk, butter, 

cheese, and ice cream.1 

 

 

Another major player, Mother Dairy, operates across several 

states and offers an extensive product portfolio ranging from 

milk to dairy-based snacks. It is known for its widespread 

distribution network and strong market presence.5 

 

 

A subsidiary of the global food and beverage giant, Nestle India 

has a significant presence in the dairy sector, providing products 

such as milk, yogurt, and infant nutrition products.6 

 

 

Prominent in the southern region of India, Hatsun Agro is 

recognized for its dairy products and efficient supply chain 

management, catering to both local and regional markets.7 

 

 

Current Market Trends Shaping the Food and Dairy Industry 

1. Consumer Preferences towards Health and Nutrition 

In recent years, there has been a noticeable shift in consumer preferences towards health and 

nutrition. As awareness about the benefits of a balanced diet grows, there is increasing demand 

for dairy products that offer additional health benefits. Consumers are now more inclined 

towards products like probiotic yogurt, flavored milk, and organic dairy items, which are 

perceived as healthier alternatives.8 

For example, startups such as Epigamia have capitalized on this trend by offering Greek yogurt 

enriched with probiotics, which appeals to health-conscious consumers seeking nutritious and 

functional foods. Epigamia’s focus on high-protein and probiotic products has garnered 

significant market attention and growth.5 
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2. Focus on Convenience and Innovation 

Urban lifestyles are driving demand for convenient, ready-to-eat dairy products. Innovations 

such as single-serve yogurt cups, cheese slices, and dairy-based snacks are gaining popularity due 

to their ease of consumption. Additionally, there is a growing trend towards plant-based dairy 

alternatives, driven by health concerns and dietary preferences. 

Startups like Goodmylk have successfully tapped into the market for plant-based dairy products, 

offering alternatives such as almond milk and coconut yogurt. This trend reflects a broader 

movement towards veganism and lactose intolerance management, presenting opportunities for 

startups to cater to diverse consumer needs.8 

3. Digital Transformation: Automation and Technological Advancements 

The integration of technology in dairy farming and food processing is transforming the industry. 

Automation, IoT, and AI are enhancing efficiency, product quality, and safety. Technologies 

such as automated milking systems, IoT-enabled sensors, and AI-driven analytics are becoming 

increasingly prevalent in dairy operations. 

For instance, Stellapps Technologies employs IoT and data analytics to optimize dairy farm 

management. Their solutions help farmers monitor milk quality, track animal health, and 

streamline supply chains, contributing to improved productivity and reduced operational costs.7 

4. Cold Chain Logistics 

Efficient cold chain logistics are essential for maintaining the quality and safety of dairy products. 

Innovations in refrigeration and transportation technologies are addressing issues related to 

product wastage and shelf life. Startups like AllFresh Supply Chain Management provide 

comprehensive cold chain solutions, ensuring that dairy products remain fresh from farm to 

consumer.9 

Government Initiatives and Regulatory Framework 

The Indian government has introduced several policies to support the dairy industry. The 

National Dairy Plan (NDP) aims to enhance milk production, improve breed quality, and bolster 

dairy infrastructure. The Pradhan Mantri Kisan Sampada Yojana (PMKSY) offers financial 

support for dairy processing and value addition, facilitating the growth of the organized sector.10 

These initiatives have led to improved infrastructure and higher milk yields, benefiting both large 

cooperatives and smaller dairy enterprises. The government’s focus on enhancing dairy 

infrastructure and supporting farmers aligns with the broader goals of increasing production and 

improving quality. 

Regulatory Environment 

Navigating the regulatory environment can be challenging for startups, particularly regarding 

compliance with food safety standards and obtaining necessary licenses and certifications. The 

Food Safety and Standards Authority of India (FSSAI) sets stringent guidelines to ensure the 

quality and safety of dairy products. Compliance with these standards is crucial for gaining 

consumer trust and accessing the market.11 
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Regulatory hurdles can be a significant barrier for startups, requiring them to invest time and 

resources in understanding and meeting compliance requirements. Simplifying regulatory 

procedures and providing clearer guidelines could alleviate some of these challenges, enabling 

startups to focus more on innovation and growth. 

Opportunities for Startups 

1. Growing Consumer Demand 

The increasing health awareness and rising middle class present significant opportunities for 

startups in the dairy sector. There is a growing demand for nutritious and value-added dairy 

products such as yogurt, cheese, and probiotic drinks. Startups can leverage these trends by 

offering innovative and health-focused products that cater to evolving consumer preferences. 

Country Delight, for example, has successfully tapped into the demand for fresh, high-quality 

milk with its farm-to-home delivery model. This approach ensures product freshness and aligns 

with the growing consumer preference for unadulterated dairy products.10 

2. Technological Innovations 

Advancements in technology offer startups a competitive edge by enhancing productivity and 

efficiency. Automation, IoT, and AI can streamline dairy farming and processing, reducing 

wastage and improving product quality. Startups that adopt these technologies are better 

positioned to optimize operations and deliver high-quality products. 

MoooFarm, a technology-driven startup, uses mobile applications to provide farmers with access 

to veterinary services, farm management tools, and market information. This technological 

support helps farmers enhance productivity and profitability, demonstrating the potential of 

tech-driven solutions in the dairy sector.12 

3. E-commerce and Digitalization 

The rise of e-commerce and digital platforms creates new opportunities for startups to reach 

consumers directly. Online grocery shopping and subscription-based models enable startups to 

offer personalized services and ensure product freshness. Startups like DailyNinja, which 

provides doorstep delivery of fresh milk and dairy products, exemplify the potential of digital 

platforms to enhance consumer convenience and access.7 

Challenges for Startups 

1. High Input Costs 

Startups in the dairy industry face challenges related to high input costs, including feed, fuel, and 

labor. Rising costs can impact profit margins and necessitate effective cost management 

strategies. To mitigate this challenge, startups need to explore cost-effective solutions and 

optimize their supply chains to reduce expenses.1 

2. Supply Chain Inefficiencies 

Supply chain inefficiencies, particularly in the unorganized sector, can lead to high wastage and 

inconsistent product quality. Addressing these issues requires investment in infrastructure and 
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technology to improve supply chain management. Startups like HappyCow are working on 

solutions such as blockchain technology to enhance transparency and quality control in the dairy 

supply chain.9 

3. Regulatory Complexity 

Navigating the regulatory landscape is a significant challenge for startups, with complex 

compliance requirements and stringent food safety standards. Simplifying regulatory procedures 

and providing clearer guidelines can help startups overcome these challenges and focus on 

innovation and growth.11 

Strategic Recommendations 

1. Government Support 

To support the growth of dairy startups, the government should enhance financial support and 

incentives. Providing subsidies, grants, and easier access to credit can help startups overcome 

financial barriers and invest in technology and infrastructure. Initiatives like the Rashtriya Gokul 

Mission, which supports breed improvement and productivity, can be expanded to benefit 

startups focused on dairy advancements.2 

2. Encouraging Technological Adoption 

Promoting the adoption of advanced technologies in dairy farming and processing is crucial for 

improving efficiency and productivity. The government and industry organizations should 

organize training programs, workshops, and seminars to educate startups and farmers about 

technological innovations. This will help them embrace modern technologies and enhance their 

operations.7 

3. Simplifying Regulatory Procedures 

Streamlining regulatory procedures and providing clearer guidelines can alleviate the compliance 

burden for startups. Simplifying the licensing process, reducing bureaucratic hurdles, and 

offering regulatory support will enable startups to focus on innovation and market expansion. 

Collaboration between industry stakeholders and regulatory bodies can facilitate the 

development of a more supportive regulatory environment.11 

4. Infrastructure Development 

Investing in infrastructure, particularly cold chain logistics, is essential for minimizing wastage 

and ensuring product quality. Developing robust cold chain networks will help maintain the 

freshness and nutritional value of dairy products during storage and transportation. Public-

private partnerships can play a role in addressing infrastructure gaps and enhancing the efficiency 

of the dairy supply chain.8 

5. Promoting Export Opportunities 

To expand market reach, startups should explore export opportunities by adhering to 

international quality standards and fostering trade partnerships. Government agencies can 

support startups in navigating export regulations, participating in trade missions, and accessing 

new markets through trade expos and international collaborations.13 
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Conclusion 

The Indian dairy and food industry presents a landscape of significant opportunities and 

challenges for startups. The sector’s growth is driven by evolving consumer preferences, 

technological advancements, and supportive government policies. However, addressing 

challenges such as high input costs, supply chain inefficiencies, and regulatory complexities is 

crucial for sustainable growth. 

Startups that focus on health-oriented products, technological innovation, and efficient 

distribution are well-positioned to succeed in this dynamic market. By leveraging opportunities 

and addressing challenges effectively, startups can contribute to the growth and transformation 

of the Indian dairy and food industry.
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