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I. International Context 
 

I.1 Relevant aspects of the international market 
 
Consumption and global trade of food in general and dairy in particular are influenced by a 
number of factors relating to the macroeconomic environment and the expected change in the 
global population and its location. They are also influenced by policies that support their 
production and marketing in different countries and in international negotiations. All of these 
factors have an effect on worldwide demand, supply and trade. 
 
In the last decade, growth in global consumption of dairy products depended largely on the 
increasing world population. Approximately 70% of the increase in demand is attributed to this 
factor, while growth in per capita consumption explains the remaining 30%. 
 
Currently, the majority of dairy consumption is concentrated in industrialized countries because 
they have more purchasing power and greater consumption per capita. The greater pace of 
population growth in developing countries has contributed to increasing the role of these 
countries in the dairy environment. 
 
Per capita dairy consumption in developed countries has reached high levels. Meanwhile, the 
potential growth rate of consumption in developing countries has also increased because in these 
countries population growth is added to an increase in per capita consumption. Therefore, when 
making long term forecasts, the world’s average economic growth is not the only important 
factor, but the dynamics of this growth between industrialized and developing countries is also 
important. Particularly important is the performance of emerging countries, i.e. those that are 
growing faster than average and than major developed countries. This includes countries such as 
China, India and other Asian countries. 
 
Although in much of the world the dairy sector is influenced by protection measures or subsidies 
and barriers that limit trade imbalances between the supply and demand in many countries, 
globalization trends and increasing economic interdependence have helped promote trade 
growth. 
 
Reforms in different countries' agricultural policies, along with international trade negotiations, 
have had and can have a high impact on the dairy trade because it is a sector that maintains a 
policy of protectionism. This is especially true in industrialized countries which currently 
contain most of the demand and import the most dairy products. However, in some cases, these 
countries also play major roles in the world’s subsidy based exportations (as in the European 
Union). 
 
Finally, world trade depends on two other important factors. First, the purchasing power of 
different currencies: US dollar exchange rates against the euro, Asian currencies and the rest of 
the world’s currencies. Regarding international dairy products trade, it is unique in that the 
currency used for transactions (US dollars) is not the currency in which the price is set, this 
being the Euro (€) and the New Zealand dollar ($NZ). Therefore, to the extent that the dollar 
depreciates against the currencies of exporting countries, the price of products expressed in US 
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currency increases. This favors the competitiveness of this country and all countries that align 
their exchange rate policy in an effort to maintain the dollar's value. 
 
Moreover, demand levels for dairy and its world trade depend on urbanization trends, especially 
when there are significant changes in the rural and urban population. These trends have an 
influence because changes in consumption patterns among the urban population tend to include 
additional demand for various types of dairy products that are not available in rural areas (high 
demand at fast food outlets and supermarkets). Furthermore, the demand is very clearly seen in 
this market, whereas the demand is often not well quantified in rural consumption. 
 
Finally, since the international milk market includes few countries with exportable surplus, 
availability is also influenced by production seasons in the northern and southern hemispheres. 
Thus, in the northern hemisphere spring-summer is the high production season, but at the same 
time the southern hemisphere goes through its low production season. The same thing happens in 
reverse when fall and spring –low season- occur in the northern hemisphere while the southern 
hemisphere experiences its high season. 
 
Demand for milk and its derivatives includes changes in consumer habits towards products that 
help improve the population’s health, not only regarding reduced fat or low sugar dairy products, 
but also regarding the availability of components such as vitamins, prebiotics and probiotics or 
fiber. Generally, this includes components that do not come directly from cow's milk, but are 
added or modified and represent a working option to improving consumers’ diet. This is not only 
because of what milk offers in nutrition, but what is produced in its industrialization and 
transformation into cheese, yogurts and industrialized milk. 
 

PRODUCTION CYCLE 
 

 
 
 
 

I.2 Worldwide milk production, consumption and inventories 
 
A large number of countries in the world consider the production and supply of milk to be a 
national priority, which is why strong protectionism policies are established for the dairy sector. 
 
Developed countries like the United States and the European Union produce a large volume of 
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milk and therefore end up selling their surplus in the international market with heavy subsidies, 
highly distorting milk prices in world markets. 
 

 
 
 
In the global market, industrial specialization can be seen both in companies and countries. Milk 
powder production is divided into two large groups. First, the highly developed countries such as 
the United States and European countries where production is performed under strong subsidy 
programs. On the other hand we have countries with low production costs such as Australia, 
New Zealand, Argentina and Uruguay, which, however, have very favorable climatic conditions 
for the production of milk and have the necessary infrastructure for efficient production. 
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In recent years, the European Union has been producing bovine milk at a level of world 
renowned excellence. In 2010 the region produced 134 million tons, followed by the United 
States with production of 86 million tons and thirdly by India with 48 million. 
 
 

 
 
 
In recent decades, global milk and dairy product consumption has increased mainly in 
developing countries. 
 
It is estimated that the world’s population annually consumes about 500 million tons of milk 
equivalents in its different human food variations, of which 85% is cow's milk and the rest is 
from other species (11% buffalo, 2% goat and 2% others). Buffalo milk is only consumed in 
large quantities in the local markets of South Asian countries (India and Pakistan). 
 
In the last decade, total milk consumption by humans has grown at an average annual rate of 
1.6%. Two parallel behaviors have been observed in developed and developing countries. 
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• Developed countries tend to slightly reduce their per capita consumption (329 kg in 

Holland, 254 kg in USA, 210 kg in New Zealand). Currently, these countries consume 
the equivalent of 200 kg of milk per year on average.  

 
• In developing countries, per capita consumption tends to rise faster than population 

growth. Today their consumption is well below the 188 kg recommended by the FAO 
(China 8 kg, Indonesia 5 kg, Peru 55 kg, Mexico 97 kg, Brazil 128 kg). Currently, 
average per capita consumption is 44 kg, less than a quarter of the recommended amount.  

 

 
 
The steady growth of the population in India – the largest consumer of milk in the world - 
coupled with the growing popularity of milk and other liquid dairy products in China, means that 
by the end of this decade India and China will together account for more than one third of the 
total global consumption of these products in the world. 
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I.3. Worldwide milk exportation and importation 
 
As for international dairy trade, there are peculiarities that arise from four factors: 
 

• The division between countries with Aphthovirus problems and those without  
 

• The growing variety of products being sold 
• The involvement of large corporations 

 
• The distortions that exist in the market due to support measures and production and 

exportation subsidies in developed countries  
 
In Latin American countries there is a marked trend of increasing imports of dairy products. 
Mexico, Brazil and Venezuela accounted for over 90 percent of the dairy trade deficit, while 
Argentina and Uruguay have the highest surplus. The United States is a net importer of dairy 
products. Its exports (which are highly subsidized) are mainly raw material for dairy such as 
milk powder, and its imports are high value cheeses. 
 

MILK POWDER: MAJOR IMPORTING COUNTRIES 
 

(Thousands of tons) 

 
 

C / Preliminary Close. 
F / Forecast. 
Source: Dairy: World markets and trade. USDA, FAS. December 2009. 

 
Regarding exports, there are three regions (European Union, Oceania and the United States) 
that are responsible for 70% of the world’s exports. 
 
• The European Union (EU) is in first place among exporters of cheese, whole milk and 

skim milk powder. It is second in butter exports, after New Zealand. Pricing policies are 
the central hub for dairy development programs and work to set a mandatory minimum 
price guarantee. In addition there are production control measures to reduce surpluses. 
The EU supports milk production with market price support mechanisms, tariffs and 
export subsidies.  
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• Oceania (New Zealand and Australia) is the second and third largest dairy exporter in the 
world: New Zealand 22% and Australia 13%. Oceania is not the top producer of milk as 
far as volume, but its impact on the world scene is significant because of its high export 
levels. New Zealand exports just over 70% of its milk production and Australia exports 
just over 50%. These two countries have the highest exports relative to their domestic 
production.  

 
In Australia and New Zealand the dairy sector has little government intervention. Their 
competitiveness in the international market is mainly due to their grazing based 
production systems, allowing them to produce for the lowest cost in the world.  

 
• The United States is the fourth largest dairy exporter in the world, even though it was in 

first place as far as its import value compared to the rest of the world. The US dairy 
industry is geared more towards domestic consumption than exportation, which is used 
as a means of regulating domestic prices, eliminating surpluses after consumption. 
Accordingly, the United States’ involvement in world exports is relatively low. 

 
MILK POWDER: MAJOR EXPORTING COUNTRIES 

 
(Thousands of tons) 

 
 

C / Preliminary Close. 
F / Forecast. 
Source: Dairy: World markets and trade. USDA, FAS. December 2009. 

 

I.4 International price evolution 
 
The international market is recording an upward trend in prices for skim milk powder. In the 
major markets of the European Union, Oceania (New Zealand and Australia) and the United 
States, this rebound has been observed since mid-2009. Factors contributing to this increase 
include limited worldwide supply and a growing demand in countries where personal income 
has been increasing, such as China. 
 
Price levels being recorded are lower than those reached in mid-2007, when, in addition to the 
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factors involved in the more recent period, speculation and difficult climate conditions in 
Oceania were primary factors. 
 

 
 

I.5 Worldwide use of biotechnology and genetic modification of milk 
 
 
The rapid increase in population and increasing urbanization are some of the factors that are 
driving a very large increase in demand for animal origin food (milk, meat, eggs) in developing 
countries. Worldwide livestock production is growing faster than any other sector, and it is 
expected that by 2020 the livestock sector will be the most important agricultural sector in terms 
of added value. Due to the above, this process has been called the ‘livestock revolution,’ and has 
important features including: 
 
• Enormous and rapid increase in consumption of livestock products in developing countries.  

 
• Reorientation of livestock production from temperate and dry climates to hot and humid 

environments.  
 
• Change in farming, from being a family activity to a market-oriented production which is 

increasingly integrated.  
 
• Growing pressure on rangeland resources.  

 
• Larger scale industrial production sites located near urban centers.  

 
• Less prominence of ruminants facing monogastric animal species.  
• Rapid increase in cereal based feed usage.  

 
Almost all animal based food that is consumed in developing countries is currently supplied by 
small family farms, where animal farming is often combined with agriculture or is done with 
shepherds. It is anticipated that the significant increase in the current demand for livestock 
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products for human consumption will have important technological and structural consequences 
for the livestock sector. It will be necessary to increase livestock productivity in developing 
countries to meet consumer demand, make more efficient use of scarce resources and generate 
revenue for a growing agricultural population. 
 
A number of factors cause developing countries to be insufficient in taking advantage of 
advances in technology, such as: 
 
• Lack of clear policy for livestock development which would be conducive to the 

introduction of new proven technologies.  
 
• Lack of necessary technology adaptation to local/regional conditions.  

 
• Insufficient information exchange with decision makers.  

 
• Accessibility to technologies as determined by the price, intellectual property rights, and the 

presence or absence of support after its introduction.  
 
• Insufficient understanding of the decision-making process among livestock owners with 

respect to investment in production and animal health.  
 
• Insufficient exposure of the demand for technology.  

 
• Acceptance or rejection of biotechnology by the public along with ethical issues.  

 
The main goal of biotechnologies related to reproduction is to increase reproductive efficiency 
and genetic improvement rates in animals, thereby contributing to an increase in livestock 
production. They also offer the possibility of greatly increasing the multiplication and transport 
of genetic material and of preserving unique genetic resources in ways that can be relatively 
easily available for possible future use. A number of genetic processes exist that contribute to 
increased productivity in this sector, including the following: 
 
a. Artificial insemination. This has had a significant impact on improved breeding programs 

for bovine cattle, sheep, goats, pigs, turkeys and chickens in developed countries. This is 
due to accelerated genetic progress gained mainly by distributing the genes and putting high 
emphasis on male selection, initially with fresh semen and later with frozen semen. Globally 
over 100 million artificial inseminations are performed on bovines, although very few 
developing countries practice artificial insemination on a scale that significantly impacts 
livestock production. 

 
b. Embryo transfer. Embryo transfer in mammalian species, done by multiple ovulation and 

embryo transfer (MOET), can accelerate genetic progress through greater selection intensity 
of females. The freezing of embryos facilitates the low-cost transport of genetic material 
between continents, along with the conservation of diploid genomes. MOET can be used to 
produce replacement crossbred females, keeping only a small number of purebred animals. 
In 1998, 440,000 cattle embryo transplants were performed worldwide, although its 
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application is limited largely to developed countries.  
 

Embryo transfer is also one of the basic techniques for applying more advanced 
reproductive biotechnologies such as oocyte collection and maturation and in vitro 
fertilization, embryo sexing, cloning and transgenesis.  

 
c. Oocyte collection and maturation and in vitro fertilization. This allows immature oocytes to 

be repeatedly extracted directly from the ovary without any major impact on the female. 
These oocytes can be used in maturation and in vitro fertilization programs. Making much 
greater use of genetically valuable females at an early age can greatly accelerate genetic 
progress. Technologies for sexing embryos quickly and reliably can generate unique copies 
of the desired sex at specific points of a breeding program. This significantly reduces the 
number of animals required and accelerates genetic progress. Semen sexing based on the 
separation of sperm by flow cytometry has advanced greatly in recent years, but separation 
rates are still limited, even in the case of in vitro fertilization. The use of sexed semen allows 
significant increases in improvement rates and has important consequences for the 
commercial production of the final product.  

 
d. Cloning. Maturation and in vitro fertilization makes it possible to obtain the many necessary 

embryos needed for biotechnologies such as cloning and transgenesis at a low cost. Cloning 
is used to multiply transgenic founder animals. Cloning technologies offer potential as 
research tools and in areas with a very high yield potential. Sampling of somatic tissue may 
facilitate the collection and transfer of breed samples from remote areas for conservation 
purposes. 

 
Molecular Biotechnologies 

 
These biotechnologies have various applications in animal production and health, including both 
in farm production and in the development of products outside of this environment. 
 
a. DNA-based technologies and animal health. Animal diseases are a fundamental and 

increasingly important factor in reducing productivity in developing countries. The 
application of DNA-based biotechnologies could considerably improve the fight against 
animal diseases, thereby stimulating both food production and livestock trade.  

 
b. Applications of DNA-based technologies in animal nutrition and growth. Applications are 

being developed to improve the animals’ yields by improving nutrition. Enzymes can 
improve the availability of feed nutrients, lower their cost and reduce waste discharge into 
the environment. Prebiotics and probiotics, or immunity supplements, can inhibit intestinal 
microorganisms or pathogens or increase the animals resistance to them. Recombinant 
somatotropin administration results in accelerated growth, less fat in meat animals and 
increased milk production in dairy cows. Immunomodulation can be used to promote 
endogenous anabolic hormone activity.  

 
c. Applications of DNA-based technologies to animal genetics and breeding. Almost all 

animal characteristics of interest to food and agriculture are determined by the combined 
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interaction of many genes with the environment. Genetic improvement of breeds that are 
adapted to local conditions will be important to achieve sustainable production systems.  

 
DNA-based technologies offer great opportunities for sustainable and more productive livestock 
production systems through the application of the following activities: 
 
• Characterization and better understanding of animal genetic variation.  

 
• Manipulation of the variation within and between breeds to increase breed value more 

rapidly and selectively.  
 
• Conservation of genetic material.  

 
Overall, biotechnology can be defined as a set of techniques used in living organisms, or portions 
thereof, or molecules of living organisms, to make or modify a product. It also includes the 
techniques used for the modification of plants, animals or microorganisms for their use with a 
specific purpose. 
 

Applications in the Dairy Industry 
 
Biotechnology in the food industry is performed in the process of preparing food products by 
using living organisms or biological or enzymatic processes. For example, in obtaining 
genetically modified foods through biotechnology techniques. 
 
The contributions of biotechnology in supporting production processes in the food and food-
agriculture industry focus on two major research priorities: 
 

i. Enzyme and biocatalysis technology   
 
ii. Genetically modified food  

 
The first area includes the broad field of fermentation in food processing, as well as the breeding 
of microorganisms in its application to food technology and the production of proteins and 
enzymes for food use. 
 
The most common fermentations in the dairy food industry are in making the following 
products: 
 
• Fermented milks in general.  

 
• Yogurt (milk fermentation using acidifying microorganisms like lactobacillus).  

 
• Cheeses (fermentation with selected inoculated bacterial cultures).  

 
• Lactic alcoholic beverages (kefir).  
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II. National Context 
 

II.1 Primary production link 
 
In Mexico, bovine milk production is very heterogeneous from the technological, agroecological 
and socioeconomic point of view. It includes a wide variety of regional climates and traditional 
characteristics along with local customs. However, the dairy industry is the third most important 
activity within the food industry branch in Mexico, and depends on the availability of national 
milk production and the sector's growth. 
 
According to figures from the Agro-Food and Fisheries Information and Statistics Service (SIAP 
as abbreviated in Spanish), part of the Ministry of Agriculture, Livestock, Rural Development, 
Fisheries and Food (SAGARPA as abbreviated in Spanish), during the 2003 to 2011 period 
national production of bovine milk had an average growth rate of 1.3%. 
 

 
 

II.2 Production and costs structure 
 
Milk is produced under various conditions which determine a variety of production costs. 
Among the main factors influencing this product are the degree of automation within the 
operation, the type of livestock feed, the type of breed or specialized dairy cattle, as well as 
weather conditions and water availability. 
 
In considering the degree of modernization in dairy farms, it is notable that production costs are 
higher on farms that operate with greater mechanization. This is mainly related to the cost of 
feed, overhead, depreciation, tax payments and financial expenses. In contrast, on less 
modernized farms, the heaviest cost is that of labor as they do not have financial services costs. 
 
The feasibility of such a business is related not only to the profitability obtained in each case, but 
also to productivity levels and the competitive environment in which they work. This situation 
can be seen when observing that in absolute and relative terms, profits are higher on farms that 
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are not technologically advanced. In contrast, the average yield in liters per day is considerably 
less when compared to technically advanced farms. 
 

PRODUCTION COST BY PRODUCER TYPE 
 

(May-June 2007) 

 
 
 
Comparison of production costs among major livestock production activities shows that in the 
case of milk production the costs are lower. The cost of food is 65% of the total production cost. 
However, feed grain costs less than other feed. From this we can understand that the impacts on 
the cost of milk production are low. This is derived from recorded quotes for the price of grains 
such as corn or soybeans from 2009 to date. 
 

FEED GRAINS INFLUENCE ON PRODUCTION COSTS 
(Percentages) 

 
 
With regard to climatic conditions and water availability, SAGARPA has established a typology 
that includes the distribution of dairy farms in the states. These factors have not played a 
determining role, so the states of Coahuila, Durango and Chihuahua occupy the top spots in 
national milk production. 
 
Although it appears that these have not been the determining factors in cost levels and 
productivity and competition levels, they are associated with the success of some of the major 
groups of producers who are located in these states of the country. Climate changes have been 
observed recently and, according to some experts, if the droughts and climate phenomena that 
are affecting the availability of water resources used in the production of fodder and grains, as 
well as in cattle farming operations and supplies continues, the livestock will be increasingly 
affected. 
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REGIONALIZATION OF BOVINE MILK PRODUCTION 
Region States 

Arid and semiarid Baja California, Baja California Sur, Coahuila, Chihuahua, Durango, Nuevo León, 
San Luis Potosí, Sinaloa, Sonora, Tamaulipas and Zacatecas, 

Temperate Aguascalientes, Guanajuato, Hidalgo, Jalisco, State of Mexico, Michoacán, Morelos, 
Puebla, Querétaro, Tlaxcala and Mexico City. 

Tropical Campeche, Colima, Chiapas, Guerrero, Nayarit, Oaxaca, Quintana Roo, Tabasco, 
Veracruz and Yucatán 

Source: ‘Milk production and import substitution’. 
SAGARPA-General Livestock Department, March 1997. 

 
In Mexico, milk production is performed throughout the country. However, during the 2005-
2010 period it was concentrated in four states which together contributed 45% of all national 
production during these years (mainly Jalisco, Coahuila, Durango and Chihuahua). It should be 
noted that the states of Coahuila and Durango are located in the Lagunera region, which is the 
most important milk producing region in the country and nationally ranks first in production. 
During 2010, states’ share in national production was distributed as follows: 
 
 

 
 
 
 
Below is the geographical location of the major milk producing states in the country, in order of 
importance: 
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Production indicators 
 
In the most recent period, from 2003 to 2010, national milk production increased from 9.784 to 
10.677 billion liters per year, representing an annual average growth rate of 1.3%. Domestic 
production maintains a growth trend that spans just over two decades, since the beginning of the 
90s. However, despite this sustained growth, production is only able to supply about 80% of 
national consumption. 
 

National Milk Production 
(Millions of liters) 

  
 
In reviewing the behavior of domestic production, in the just over three decades since the last 
price control stage and up until the application and enforcement of deregulation and the gradual 
opening of the milk and dairy products market (although not the only contributing factor, given 
the involvement of other agencies related to the sector such as SAGARPA and LICONSA), as 
noted there has been a growth trend that has been sustained from the early nineties to the present 
time. 
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During the 80s, a period in which those involved in supply chain links were subject to price 
controls, there was a strong disincentive to production activity. This was reflected in an average 
growth of -2.1%. 
 
However, a noticeable change in production behavior trends has been seen since 1990 when 
market deregulation and the gradual opening of the market were introduced. Although for a few 
years it held to previous levels, it again began to grow resulting in an average growth rate of 
3.1% from 1990 to date. 
 
Production behavior according to area in the last nine years, with the record comprising almost 
108 months, shows that seasonal production numbers stay on a similar line throughout the 
period. 
 
This situation seems to suggest that weather conditions have not had a decisive influence on 
national production numbers. This contrasts with the situation that has been repeatedly seen in 
recent years by some groups of producers in the production season (April-May to August-
September of each year). Upon having problems with product placement and marketing they 
have required the involvements of SAGARPA and LICONSA and, to a lesser extent, of private 
industry to obtain and locate these seasonal surpluses. 
 
Among some members of the production chain, their position is attributed to their suffering from 
productive integration, permanent supply agreements, in addition to the lack of production 
systems that improve the health and quality of milk solids (fat and protein) and milk collection 
and cooling systems which contribute to improving negotiation and selling conditions when 
selling their product. 
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This contrasts with the behavior by region regarding annual production levels. Between 2003 
and 2010, arid and semiarid regions grew at an average annual rate of 1.9%, while production in 
temperate regions increased at an average annual rate of 1.0% and in the tropics growth was only 
0.8%. As noted above, the average annual domestic production rate is 1.3%. 
 

 
 
 
Considering that the region with the most water availability is the tropical region, in theory it has 
the best conditions for the production of milk in the entire country. However, this potential is not 
realized because dairy farming is carried out with a dual purpose (meat and milk) and performed 
on a family level and in backyards. 
 

II.3 Importation and Exportation of milk in Mexico 
 
The most important imported item in Mexico is milk powder. This powder is used to cover 
complementary and supply requirements of the milk and dairy industry and is also used in the 
Public Milk Supply Program by LICONSA. 
 
The make-up of these imports has been changed ever since 2008, the year that ended the period 
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of negotiated non-tariffs (15 years) by our country under NAFTA. Imports from WTO member 
countries have been reduced compared with those from the United States. It is noteworthy that 
the increase recorded in imports of milk powder has taken place at the same time as a significant 
reduction in imports of dairy product derivative preparations (1901.90.05). These are raw 
materials used to supplement supply for the production of certain dairy products and are also 
used by some parts of the food industry. 
 

MILK POWDER IMPORTS (Tons) 

 
 
 
The entry into the country of powdered milk from other countries is regulated by international 
agreements negotiated by Mexico, such as the World Trade Organization (WTO) which is the 
only agreement in force since the Free Trade Agreement (NAFTA) ended its negotiated non-
tariff term in 2007. Moreover, these imports are regulated during some years by the provisions 
established in the Federal Revenue Act for each fiscal year through the allocation of import 
quotas. 
 
The allocation of milk powder is carried out as shown in the following table: 

 
 

WTO POWDERED MILK IMPORT QUOTA DISTRIBUTION (TONS) 

 
 
 
Milk powder imports are complemented by other raw materials such as preparations based on 
dairy products. This has allowed for supplementing the supply requirements for both the Public 
Milk Supply Program by LICONSA and the milk and dairy industry’s production needs. 
 
As of November 2001, a unilateral import quota was issued to internalize the country’s dairy 
preparations. This is distributed as follows: 
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DISTRIBUTION OF IMPORT QUOTA FOR DAIRY PREPARATIONS (TONS) 

 
 
Imports of this raw dairy material were at their highest levels in 2005 and decreased in the 
following years, especially after 2008 when the importation of powdered milk from the United 
States was made duty free upon completion of the period provided for in NAFTA negotiations. 
 
 

IMPORT VOLUME OF DAIRY PREPARATIONS (Tons) 

 
 

Currently, the public and private sectors continue to benefit with a quota of 44.200, although this 
tariff code is exempt from tariffs in the region outlined in the North America Free Trade 
Agreement. 
 
Because of Mexico’s deficit in the availability of milk for domestic consumption, and in order to 
avoid the shortage of this product, export volumes from 2003 to date have been minimal. 
However, an average growth rate of 86% has been seen, the major markets being the US and 
Guatemala. 
 

ABSOLUTE LIQUID MILK EXPORTS (tons) 

 
 
From 2003 to date, the US and Puerto Rico were the main markets for the sale of powdered 
milk. In 2010, 95% of international sales of this product were to these two countries. 
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ABSOLUTE POWDERED MILK EXPORTS (tons) 

 
 

 

II.4 Processed products link 
 
In Mexico, dairy products such as cheeses and yogurts, as well as industrialized pasteurized, 
powdered and ultra-pasteurized milk, rank first in marketing and tend to be stored in urban 
areas since there are accessible communication lines and groups with higher income levels. 
This is in contrast to non-urban areas, where dairy consumption is largely limited to raw milk 
and homemade products. 
 
Milk processing and distribution takes place as shown in the following diagram: 
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The national dairy market consists of various market segments, among which are the following: 
 

• Pasteurized and ultra-pasteurized milk: The leading companies are Grupo Lala and 
Ganaderos Productores de Leche Pura (Alpura), with a combined market share of over 
50%. These are followed by companies like Nestlé de Mexico, Lechera Guadalajara and 
Grupo Zaragoza. These last two have a regional presence.  

• Yogurts: The major companies are Danone de México and Sigma Alimentos using its 
Yoplait Brand. It is estimated that these two companies hold a market share of above 
60%. They are followed by Lala, Alpura and Nestlé de Mexico with a 15% market share. 



ANALYSIS	  OF	  THE	  DAIRY	  SECTOR	  IN	  MEXICO	  

MINISTRY OF ECONOMY │ DEPARTMENT OF BASIC INDUSTRIES	  
	  

• Cheese: The major companies are Chilchota Alimentos and Sigma Alimentos, which 
together have a market share of 50%. Other participants are Lala, Alpura and La 
Esmeralda with about 18%.  

• Creams: The major companies are Alpura and Lala with a share of over 50%.  
 
Between 2005 and 2011, the industrial production of milk and dairy products recorded positive 
performance in most products, based on information from INEGI. Yogurt and cheese 
production, with an average growth rate of 7.3 and 5.7 percent, and milk powder and butter 
which grew over 2.0% on average, are notable examples. In contrast, ultra-pasteurized milk 
grew marginally, while pasteurized milk reported a decrease in production during the 
aforementioned period. 
 

INDUSTRIAL PRODUCTION OF MILK AND DAIRY PRODUCTS (Tons) 

 
*/ (Thousands of liters) 
1/ Includes pasteurized, whole homogenized, skim, rehydrated and flavors. 2 / Includes ultra-pasteurized, 
whole and skim milk. 
3 / Includes natural yogurt, yogurt with fruit and / or cereal, for drinking and smoothies. 4 / Includes whole 
and skim milk and baby formula. 
5 / Includes Yellow cheese, Chihuahua, Cream, Double Cream, Fresh, Manchego, Oaxaca, Panela and 
Others. 6 / Includes butter and margarine 
F / Preliminary figures for December. 
Source: Monthly survey of manufacturing industry (EMIM as abbreviated in Spanish), INEGI. 

 
The increase in the production of derivatives is associated with, among other factors, the 
behavior of the demand for these products, supported by the stability of the overall economy and 
changes in the preferences of some segments of the population. These factors have caused an 
increase in higher priced dairy product consumption compared with liquid milk consumption. 
 
On the other hand, the development of new dairy products which has expanded the variety of 
options for sale and which is aimed at targeting and differentiating markets, has also had an 
influence. Among this range of products are those designed to meet the specific needs of the 
strata according to the population’s age or the health needs of people who can only consume 
lactose-free, reduced fat or nutrient added products. It also facilitates consumption in urban areas 
of products such as drinkable yogurt, ultra-pasteurized milk that requires no refrigeration, 
functional products that serve the needs of people who are careful about their consumption of 
animal fats and other nutrient-added milk products and flavored liquid milks. 
 
Among dairy products, the yogurt market is the most dynamic. Production of drinkable and 
liquid yogurt has the highest growth rates, followed by yogurts made from fruit and lastly by 
natural yogurt production. Overall, this market has grown at an average rate of 7.3% between 
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2005 and 2011. 
 
Growth in this market is associated with both the development of new products on the supply 
side along with changes in demand. New niches now exist whose characteristics include 
products that are easier to consume in urban areas (drinkable and liquefied), or products with 
certain nutrients or fruit added to them and those whose composition has been modified such as 
in the case of lactose-free products. These provide an affordable option for consumers with 
intolerances. 
 

INDUSTRIAL PRODUCTION OF YOGURT 
Volume: Tons 

 
 

Industrial milk production processes are changing. There has been a reduction in the production 
of liquid milk that requires refrigeration systems. In place of these, milk that does not require 
refrigeration until the time of consumption (UHT) is being more abundantly produced. These 
products provide consumers in urban areas with the option of purchasing a certain amount of 
product. It also increases the variety of available market options for this type of milk by offering 
different products for different market segments or niches (reduced-fat, lactose-free, fiber added, 
with omega oils, with vegetable oil, for those over 40 years old, etc.). 
 

INDUSTRIAL PRODUCTION OF INDUSTRIAL MILKS 
Volume: Thousands of liters 

 
 
Dairy products exports 
 
Because Mexico is a country with insufficient domestic production, the country's foreign trade is 
insignificant when looking at exports. The dairy products with the greatest presence in our 
exports are industrialized milks (liquid, condensed and powdered milk), whose main markets are 
Central American countries, and some cheeses whose primary target market is Mexicans living 
in the United States. 
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ABSOLUTE DAIRY PRODUCTS EXPORTS 
(Tons) 

 
 
 

Dairy products exports 
 
Imports of dairy products into our country include two major components: milk powder (as a 
supplement for raw material) and some dairy derivatives (as a supplement to end consumer 
supply) such as evaporated and condensed milks and cheeses. 
 

DAIRY IMPORTS (Tons) 
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In the case of powdered milk and dairy based preparations, imports are made partly under the 
WTO quota unilaterally; the rest comes from the United States and is exempt under NAFTA. 
 
Imports of so-called industrialized milk, mainly evaporated and condensed, are targeted towards 
the end consumer. This market targeting is performed by marketing companies and through 
private label products by self-service chains. 
 
In the case of cheeses, in part they are intended for final consumption, being imported by market 
companies and self-service businesses. To a lesser extent, however, they are used by industry for 
reprocessing and marketing. 
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III. Conclusions and Recommendations 
 
The performance of the supply chain is related to productivity and competitiveness. However, 
the first link seems to be the most exposed to low profitability, resulting from placement and 
marketing problems, which in turn is related to the level of technology used all the way from 
milking up to collection and storage. Also included is the sanitary conditions of milk and milk 
solids (milk fat and protein), along with the degree of production integration which would allow 
for the creation of added value to primary production. 
 
At milk and dairy products’ industrial phase, the most notable insufficiencies to be noted are 
insufficient domestic production of milk at competitive prices. This creates a tremendous need to 
supplement supply with raw material imports. Additionally, insufficient and deficient operation 
of the refrigeration chain is obvious and causes the loss and reduction in quality of dairy 
products. At the end of this link is the end consumer who demands dairy products that meet 
sanitary and fully commercial information standards. These standards help promote and protect 
the rights of those who consume these products and encourage fair competition between the 
companies participating in this market. 
 
In a national economic environment that runs under various trade agreements, there is also the 
need for the production chain to have less complicated protection against unfair trade practices 
and prompt response to cases of dumping, subsidies or unfair competition in imported dairy 
products that supplement the national supply. 
 
Additionally, there are other topics of more recent interest which are not as visible or obvious, 
such as the sustainability of the milk industry due to the availability of water, the generation and 
management of waste by farms and industry and the development of new products. 
 
In conclusion, we can see that for our country to have a better perspective on the growth of the 
productive chain, it needs to develop policies that benefit the domestic market in order to 
promote competitiveness in the dairy sector. The following are some recommendations: 
 
1. Having nationally and internationally supplied raw materials at competitive prices.  

 
2. Reorienting the support of this sector with the objective of increasing the productivity of 

micro and small businesses engaged in this activity.  
 
3. Improving the quality of products according to international standards (standardization).  

 
4. Promote integration of the production chain.  

 
5. Expand support programs that tackle market or small scale problems that are present in the 

sector, such as the modernization of dairy herds, handling infrastructure (cooling tanks, 
homogenizers and water and waste treatment).  

 
6. Expand operations at family dairy farms after teaching good production and marketing 

practices. 


