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National dairy herd
1.65 million cows

Average herd size
258 cows

Milk production
9,200 million litres

Average annual milk production per cow
5,525 litres

Dairy: Australia’s third-largest rural industry
$13 billion farm, manufacturing and export industry

Milk utilisation
Cheese	 33%
SMP/BMP	 28%
Drinking milk	 27%
WMP	 9%
Other	 3%

Annual production of main commodities (tonnes)
Milk powders	 333,000
Cheese	 338,300
Butter	 118,200

Dairy: major export industry
$2.76 billion per annum generated
7% of world dairy trade

Percentage of Australian milk production—exported
40%

Major markets for Australian dairy products (tonnes)
Australia	 2,999,200 
	 (including 2,524,500 of drinking milk)
 Greater China	 129,000
 Japan	 125,000
 Singapore	 84,000
 Malaysia	 52,000
 Indonesia	 43,000

Annual per capita consumption
Drinking milk	 107 litres
Cheese	 13.5 kilograms

Dairy industry workforce
Direct employment of approximately 43,000

Table 1. Australian dairy industry at a glance

Abbreviations

ABARES	 Australian Bureau of Agricultural and 
Resource Economics and Sciences

ABS	 Australian Bureau of Statistics

ADC	 Australian Dairy Corporation

AMF	 Anhydrous milk fat

AUST	 Australia

BMP	 Buttermilk powder

CAGR	 Compound annual growth rate

CBE	 Commercial butter equivalent, a unit of conversion 
of AMF to butter (1kg butter = 0.805kg AMF)

cpl	 Cents per litre

DA	 Dairy Australia

EU	 European Union

FNQ	 Far north Queensland

Gipps	 Gippsland

MD 	 Murray Dairy (including northern Victoria and  
NSW Riverina)

n.a.	 Data not available

NCE	 Natural cheddar equivalent—unit of conversion 
of processed cheddar, pastes and spreads to natural 
cheddar (1kg processed product weight = 0.806kg 
natural cheddar)

NDFS	 National Dairy Farmers’ Survey 2013

(e)	 Estimated data

(p)	 Provisional data

(r)	 Revised data

SEQ	 South-east Queensland/north-east New South Wales

SMP	 Skim milk powder

SNF	 Solids non fat

UHT	 Milk subjected to ultra high temperature treatment 
to extend shelf life

USD	 US dollar

WMP	 Wholemilk powder

WPC	 Whey protein concentrate

WV	 Western Victoria

Whilst all reasonable efforts have been taken 
to ensure the accuracy of the Australian Dairy 
Industry In Focus 2013, use of the information 
contained herein is at one’s own risk. To the fullest 
extent permitted by Australian law, Dairy Australia 
disclaims all liability for any losses, costs, damages 
and the like sustained or incurred as a result of the 
use of or reliance upon the information contained 
herein, including, without limitation, liability 
stemming from reliance upon any part which may 
contain inadvertent errors, whether typographical 
or otherwise, or omissions of any kind.  

© Dairy Australia Limited 2013. All rights reserved.
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Australia’s dairy industry is one of the most important 
local rural industries, with a farmgate value of $3.7 
billion in 2012/13.

Our people and world-
leading practices create 
jobs for generations and 
careers for life - making 
the dairy industry one of 
the most important rural 
industries in Australia.

Dairy ranks fourth in 
agricultural exports—valued at $2.76 billion—with a 5% 
increase in export volumes. Value-added processing 
activities delivered an agricultural industry with a 
wholesale value of dairy products in excess of $13 
billion last year. 

In the local market, estimated total per capita 
consumption of the major dairy products of milk, 
cheese, butter/blends and yogurt remains around 300 
litres per person (in milk equivalent terms). 

The 2012/13 season did prove to be a difficult one for 
many dairy farmers; with a 3% decline in milk 
production volumes to 9.20 billion litres, unfavourable 
seasonal conditions, lower farmgate prices and higher 
input costs combining to challenge the profitability of 
farm businesses. 

Cashflow challenges were brought sharply into focus as 
many farm businesses struggled to manage 
unfavourable milk-to-feed price ratios and variable 
weather reduced home grown fodder yields. 

While many farmers recognise the opportunities offered 
in growing international dairy markets, short-term 
variations in returns and profitability have strained 
finances and are challenging confidence, underlining the 
‘two-speed’ dairy industry development in recent times.

In the National Dairy Farmer Survey (NDFS) conducted 
in early August, 73% of farmers were positive about the 
dairy future of the industry. This represented a significant 
improvement in sentiment from the February survey 
results (+29%), driven by increases in farm gate milk 
prices, a lower AUD and generally more favourable 
weather. However, confidence remains significantly 
lower in northern fresh milk production regions (QLD, 
35% farmers feel positive about the future) with survey 
respondents noting low farmgate prices and 
supermarket milk pricing power as their primary 
concerns.

In exporting regions, opening prices for the 2013/14 
season were developed in a context of higher global 
dairy prices and a rapidly easing value of the Australian 
dollar, indicating that milk prices will likely increase by 
around 20–25% this season. However, Northern fresh 
milk producers continue to face challenging seasonal 
conditions, high input prices and much lower farm gate 
price increases. In some instances, the lift in farmgate 
milk prices have been offset by increased transport 
charges.

Dairy Australia is the industry’s farmer-owned service 
organisation. Funded by farmer levies, with matching 
research and development funds from the Australian 
Government, Dairy Australia’s role is to boost the 
long-term sustainability and viability of local farm 
businesses and the regional communities that depend 
on the dairy industry. The organisation works across the 
dairy supply chain in areas that benefit the entire 
industry—from farming through manufacturing, to 
domestic and export markets. The company’s 2012/13 
investment budget for research and development 
projects and in industry services totalled around $55 
million. More detail on the strategic priorities and the 
way Dairy Australia interacts with the other industry 
organisations is available in the Industry organisations 
and structure section on page 28.

I would like to extend Dairy Australia’s thanks to the 
dairy processors that contribute to our regular data 
collections. Without their participation, Australian Dairy 
Industry In Focus could not maintain its reputation as 
the most comprehensive and credible collection of 
Australian dairy industry statistics available. Regular 
monthly updates of much of the industry production 
data included in this publication are available from  
www.dairyaustralia.com.au

The website also features the Dairy 2013: Situation & 
Outlook report, together with the September 2013 
Update.

I trust you will find that this latest issue of Australian 
Dairy Industry In Focus remains a valuable source of 
knowledge and information on this important industry.

 

Ian Halliday 
Managing Director

Foreword
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The Australian dairy industry

An important rural industry

The dairy industry continues to be one of Australia’s 
major rural industries. Based on a farmgate value of 
production of $3.7 billion in 2012/13, it ranks third 
behind the beef and wheat industries. It is estimated 
that approximately 43,000 people are directly employed 
on dairy farms and by dairy companies within Australia. 
Related transport and distribution activities, and 
research and development projects, represent further 
employment associated with the industry.

Dairy is also one of Australia’s leading rural industries in 
terms of adding value through further downstream 
processing. Much of this processing occurs close to 
farming areas, thereby generating significant economic 
activity and employment in country regions.

Dairying is a well-established industry across the 
temperate and some subtropical zones of Australia. 
While the bulk of milk production occurs in south-east 
seaboard states, all states have dairy industries that 
supply fresh drinking milk to nearby cities and towns. 
A range of high-quality consumer products, including 
fresh milks, custards, yogurts and a wide variety of 
specialty cheeses, are produced in most Australian 
states. The manufacturing of longer shelf life products, 
such as cheese and specialised milk powders, is 
steadily becoming more concentrated in the south-east 
region of Australia.

Strong growth characterised the dairy industry through 
the 1990s, but that growth has stalled in the last 
decade. The industry has experienced a slow recovery 
from the severe widespread drought of 2002/03, only to 
experience on‑going dry conditions; with the resulting 
low water storage levels significantly limiting water 
allocations in irrigated dairying regions over a number of 
years. The rains have returned in recent years and water 
storages have been replenished and irrigation 
allocations restored. Nevertheless, the increasing level 
of market and margin volatility within the industry in the 
last five to six years has served to undermine 
confidence in the outlook for many farmers who are 
seeking reliable returns on which to build a longer term 
future.

Figure 1 provides a comparison across the five major 
agricultural industries in Australia—comparing farmgate 
and export sales values—and shows the relative 
importance of the dairy industry within the 
agricultural sector.

Table 2 details the long-term trends for a number of 
key industry measures.

3

Table 2. Australian dairy industry—long-term trend

At June 30 1980 1990 CAGR 
1980s

2000 CAGR 
1990s

2013 
(p)

CAGR 
2000s

CAGR 
33yrs

Milk production (m. lts) 5,432 6,262 1.4% 10,847 5.6%  9,200 -1.3% 1.6%

Dairy cows (‘000) 1,880 1,654 -1.3% 2,171 2.8%  1,650 -2.1% -0.4%

Farm numbers 21,994 15,396 -3.5% 12,896 -1.8%  6,398 -5.2% -3.7%

Value of Farm Production* ($m.) $3,431 $3,207 -0.7% $4,068 2.4% $3,694 -0.7% 0.2%

Per capita consumption (milk equiv) 239 244 0.2% 274 1.2% 299 0.7% 0.7%

Export Value* ($m.) $1,036 $581 -5.6% $3,709 20.4% $2,756 -2.3% 3.0%

Export Share of Production 22% 31% 54% 40%
 

Sources: ABS, ADC, DA, State Authorities 
CAGR = Compound Annual Growth Rate 

*Expressed in 2012/13 dollars

Australian Dairy Industry In Focus 2013
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Table 11. Per capita consumption of major dairy products (litres/kg)

Milk Cheese Butter / Blends Yogurt
(lts) (kgs) (kgs) (kgs)

2008/09 (r) 103.8 13.0 4.1 6.8

2009/10 (r) 103.8 13.3 3.9 7.2

2010/11 (r) 104.5 13.7 3.9 7.3

2011/12 (r) 106.1 13.5 3.9 7.4

2012/13 (p) 107.0 13.5 3.7 7.6

Source: Dairy manufacturers and Dairy Australia
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Figure 13. Per capita consumption (litres/kg)

Australian consumption of dairy products

The major Australian consumer dairy products are 
drinking milk, cheese, butter and butter blends, 
and yogurt.

Per capita consumption trends over the past two 
decades have varied quite significantly by individual 
product. These trends reflect changes in consumer 
tastes and preferences in response to a multitude of 
variables, such as multicultural influences on food 
trends, health perceptions around dairy products and 
manufacturers’ responses (with low-fat variants), new 
product development, flavour and packaging 
innovations, competitive category offerings, and the 
distribution and hence availability of products.

Per capita consumption of drinking milk is currently 
estimated at around 107 litres, growing strongly over the 
last two years, and at very high levels compared to 
many countries—thanks in no small part to the 
expansion of the ‘coffee culture’ in Australia during the 
last decade.

Cheese consumption has stabilised in recent years at 
around 13.5 kg per person; as has the split between 
cheddar to non-cheddar varieties—with nearly 55% 
being cheddar types and the remaining 45% spread 
across the wide range of non-cheddar cheese varieties 
available in Australia.

Annual per capita consumption of butter in Australia is 
around 3.7 kgs. Consumers continue to remain 
interested in the ‘naturalness’ of butter, together with its 
superior taste and cooking functionality.

Yogurt is the ultimate ‘healthy snack’ for time-pressed 
consumers, combining both convenience and health 
attributes; with per capita consumption just over 
7.5 kg per year.

19Australian Dairy Industry In Focus 2013
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Drinking Milk

Regular or full cream milk is standardised to a milkfat 
content of around 3.4 to 3.6%.

Modified, reduced and low-fat milks are standardised to 
other specifications, with varying milkfat and solids 
non-fat levels. The cream removed during standardisation 
can be bottled as table cream or manufactured into 
butter or other dairy products.

Australian milk consumption has been steadily shifting 
from regular full cream milk to modified milks, such as 
reduced and low-fat milks, over many years. Over the 
last two decades, full cream white milk volumes have 
consistently lost share in a steadily growing market from 
67% in the early-1990’s to 48% share of total drinking milk 
in 2012/13. The share trends across the other segments 
have all been upwards; with total modified milks’ share up 
from 23% to 32%; fresh flavoured milks increasing share 
from 7% to 10%; and the UHT milk volume share 
increasing from 3% to 10% over the twenty years. 

There are now two major players in the Australian 
drinking milk market: Lion Dairy & Drinks (with the Pura 
and Dairy Farmers brands) and Parmalat (with the Pauls 
brand). There is also an increasing number of smaller 
players in the marketplace with strong specialty and 
regional brands, with most showing significant growth in 
recent years as consumers have chosen to support 
local brands.

The supermarket channel’s share of Australian drinking 
milk sales has been relatively steady over the last three 
years—at 52.8% in 2012/13. In late-January 2011 the 
supermarket channel saw an outbreak of ‘milk price 
wars’ as one of the major chains reduced its private 
label milk price to just $1 per litre for both full cream 
milks and modified milks. This was immediately followed 
by all major supermarket competitors and led to a shift 
of sales of around 1.5% market share points from 
convenience and other outlets to supermarkets. 

Supermarket sales volumes grew by 2.7% in 2012/13; 
with the comparative sales performance between dairy 
company branded milks (+6.8%) and private label milks 
(-0.8%) delivering market share growth to branded milks 
of 1.8% share points to 48.3%—to recover most of the 
loss of share in the previous year. The dairy companies 
started marketing their branded milks as ‘permeate free’ 
from mid-2012; approximately six-month ahead of the 
private label milks following the same strategy. The year 
saw a slight deterioration in branded fresh white milk 
prices as some companies also used price promotions 
as part of their marketing strategy to regain market share.

Permeate is a collection of milk components (lactose, 
vitamins, minerals and water), naturally found in milk 
according to the variety. 

Private label brands account for 51.7% of total 
supermarket milk volumes—only marginally above the 
51.4% level of two years ago—and is up from around 
25% back in 1999/2000. Looking more closely at the 
fresh white milk segments, where the majority of the 
pricing activity of the past two and a half years has 
occurred, private label brands currently account for 66% 
of fresh white regular full cream milk and 50% of 
modified fresh white milk supermarket sales. 

The average price of private label products is 
significantly less than company branded products; due 
to a combination of product and pack size mix—with a 
greater proportion of private label purchases being 
larger plastic bottles of regular full cream milk.

On the packaging front, plastic bottles account for nearly 
80% of all milk sales in supermarkets, with the balance split 
between gable-top cartons (8%) and UHT cartons (13%).

There have been significant movements within the pack 
sizes bought by consumers in supermarkets over the 
last decade. While the 2-litre plastic bottle remains the 
most popular size, with 45% share, this is down from 
close to 50% ten years ago. Similarly, the combined 
share of 1-litre cartons and plastic bottles has slipped 
from 33% to 18%. The major change has been in the 
rapid growth of the 3-litre plastic bottle, increasing its 
share of all supermarket milk sales from 13% when it 
first appeared in June 1998, to around 32% currently. 
Interestingly, this is down 2% on two years ago when 
private label shares were at their highest in the year of 
the launch of $1 per litre milk. 

In 2012/13, the average price of branded milk increased 
marginally from $2.13 to $2.14 per litre; with increases in 
fresh flavoured and UHT milks offsetting the falls in fresh 
white milks referred to earlier. When combined with a 
further 2% decrease in the average private label price 
down to $1.02 per litre, these developments delivered a 
marginal increase in the average supermarket price of 
1 cent per litre up to $1.56 per litre. When combined with 
the volume growth seen during the year, this meant that 
the retail value of supermarket milk sales increased by 
4% to just over $2 billion. 

See Appendix 6 for more details of supermarket milk 
sales and average prices.
Australia exports relatively small volumes of milk—
predominantly as UHT product—with around 85% of 
the total going into the Asian region and most of the 
balance into the island countries of the Pacific region.

See Appendix 7 for more details of drinking milk exports
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Cheese

Australia produced 338,300 tonnes of cheese in 
2012/13—a decline of 2.4% on the previous year. 
Production volumes are significantly less than earlier in 
the decade as the availability of milk trended downward 
since that time. Another factor in more recent years, as 
milk production has stabilised at lower levels, has been 
the impact of dairy companies opportunistically changing 
their export product mixes to take advantage of favourable 
movements in international dairy commodity prices. 

There has been a long term trend in production away 
from cheddar cheeses and toward non-cheddar 
cheese types. The non-cheddar share of total 
production volumes has steadily increased from 30% 
three decades ago, to 45% a decade ago, to around 
55% in recent years. 

Cheese is a major product for the Australian dairy 
industry; with sales of around 236,300 tonnes of 
domestic product within Australia, for an estimated 
value approaching A$1.8 billion; and export sales of a 
further 175,000 tonnes, worth A$787 million in 2012/13. 

It is estimated that nearly half of the domestic sales of 
Australian cheese are through the major supermarket 
chains. A significant proportion—of predominantly 
specialty cheeses—are sold through the smaller 
independent retail trade made up of delicatessens and 
specialty food stores; with the remainder used in the 
foodservice sector and in food processing applications.

Total cheese sales volumes through the supermarket 
channel increased in 2012/13 by around 1.5%. 
However, average retail prices dipped 0.6% on the 
previous year, so that retail sales values showed growth 
of 1.0% to just below $2 billion. 

Imports accounted for an estimated 24% of the 
Australian cheese market. In 2012/13, approximately 
60% of the 73,700 tonnes of cheese imported into 
Australia was sourced from New Zealand. The 
remaining cheese imports came from Europe (over 25%) 
and the United States (nearly 15%). 

Japan remained Australia’s most important overseas 
cheese market in 2012/13 and accounted for nearly 
60% of product exports; followed by Greater China, 
Singapore, Malaysia and South Korea. Australian 
cheeses were exported to nearly 60 countries around 
the world last year.

The long-term trend away from cheddar cheeses and 
toward non-cheddar cheese types is also evident in 
Australia’s cheese exports; with the non-cheddar share 
of total export sales steadily increasing from around 
60% two decades ago, to nearly 70% in recent years.

See Appendix 7 for more details of cheese exports.

Table 14. Australian cheese production by type of cheese

2007/08 2008/09 (r) 2009/10 (r) 2010/11 (r) 2011/12 (r) 2012/13 (p)

Cheddar 171,260 178,360 164,220 154,720 160,683 157,996 

Semi hard 73,854 61,754 82,504 68,176 67,023 57,190 

Hard grating 16,908 17,924 12,238 13,591 13,871 14,681 

Fresh 90,934 75,650 82,004 95,431 99,024 102,342 

Mould 7,966 8,915 8,673 6,739 5,930 6,103 

Total cheese 360,922 342,603 349,639 338,657 346,530 338,312

Source: Dairy manufacturers
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Other fresh and frozen dairy products

Australian manufacturers produce a range of fresh dairy 
products, including yogurts, dairy desserts, chilled 
custards and creams, dairy dips and frozen products 
such as ice-cream. To cater for the health concerns of 
modern consumers—a major driver in food choices— 
the majority of dairy products are available in low 
fat formulations.

Yogurts have been a category of considerable growth 
for the dairy industry over the past two decades, due to 
their ability to meet consumer requirements for 
convenient, healthy snacks in an environment of 
time-poor lifestyles. The segment is dominated by 
strong international brands, such as Ski, Yoplait and 
Nestlé. Nevertheless, there has also been steady growth 
coming out of a range of brands such as Jalna, Vaalia 
and Chobani in recent times. 

Growth in yogurt sales has been underpinned by regular 
product innovation in the areas of packaging, flavour 
combinations and the use of probiotic cultures, as well 
as new products, such as drinking yogurts.

Marketing support in terms of advertising new product 
ranges and flavour innovations is important in encouraging 
consumer trial and subsequent category growth.

Dairy desserts are a low volume/high value dairy 
category with slowly declining volumes in recent years. 
Marketed as an indulgence or treat item, these products 
are generally targeted to adult consumers and include 
mousses, crème caramels and fromage frais. Children’s 
products include fromage frais and flavoured custards 
that often feature popular cartoon characters on-pack.

Chilled custards, a traditional favourite, have shown 
marginal growth in recent years as manufacturers have 
expanded their product offerings into small, snack-sized 
single-serve plastic cups sold in multi-packs.

The overall market for cream has increased slightly in 
recent years—with economic uncertainty seeing more 
people preparing meals at home and hence supporting 
sales. Regular and sour creams are both used 
extensively as accompaniments or ingredients; but face 
significant competition on the health front, often from 
other dairy products, such as natural yogurt. 
Nevertheless, like butter, consumers remain interested 
in cream’s superior taste and cooking functionality.

See Appendix 5 for more details on cream, custard and 
dairy dessert sales.

Dairy dips are another low volume/high value dairy 
category; this one showing steady volume growth in 
recent years. Flavour innovations have been particularly 
successful in maintaining the consumer appeal of 
another traditional favourite in the dairy case.

Australia’s consumption of ice-cream is relatively high by 
world standards—around 18 litres per head and third 
only to New Zealand and the United States. The market 
is stable in volume terms, if highly seasonal in certain 
stick line, or single serve, segments.

The major market development in recent years has been 
in premium indulgent treats, in both stick lines and 
smaller-sized take-home tubs. Refreshing fruit-based 
products are also popular with consumers seeking a 
healthy option within the category.

Nevertheless, sales of larger tubs (2-litre or greater) and 
multi-packs of stick lines continue to make up the 
majority of sales in supermarkets, while mid-range stick 
lines and ice-cream cones are the major volume 
products in the route trade.

Once again, strong international brands, such as Streets 
(from Unilever), Peters (owned by Pacific Equity 
Partners) and Cadbury (from Kraft) dominate 
the category.
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Table 17. Australian production of milk powders (tonnes)

2007/08 2008/09 2009/10 2010/11 2011/12 2012/13 (p)

Skim milk powder 164,315 212,030 190,233 222,484 230,286 224,061 

Wholemilk powder* 141,974 147,544 126,024 151,269 140,424 108,838 

* includes infant powders 
Source: Dairy manufacturers

Milk powders

Australian manufacturers produce a range of milk 
powders. The technology used in both the production 
and use of powders has seen the range of 
specifications available from Australian manufacturers 
expand in line with customers’ needs.

In the years up until the peak milk production season of 
2001/02, the most obvious trend in local milk powder 
production was a steady increase in the share of 
wholemilk powder (WMP) output—from a low of 25% in 
the early-to-mid 1980s to a peak of nearly 50% share of 
all milk powders produced in Australia in 2001/02. 
Thereafter the trend has reversed, with skim milk powder 
(SMP) production regaining share to approach 70% of 
total milk powder production in the latest season.

The limited availability of milk during the first half of the 
last decade and a stabilisation of milk production 

volumes in recent years has seen local dairy companies 
opportunistically changing their product mixes to take 
advantage of the relative movements in international dairy 
commodity prices. Differing market access arrangements 
also impact on the competitiveness of product pricing. 
For example, local producers will be at a competitive 
disadvantage where Australia may not have negotiated a 
Free Trade Agreement, but a competing supplier country 
has already done so. This impacts on local production 
mixes because the bulk of Australia’s milk powder 
production volumes are sold into export markets.

Only about 25–30% of Australia’s powder production is 
sold domestically; with local usage mainly as a food 
ingredient and retail outlets accounting for only a small 
percentage of domestic sales. 

Figure 14. Australian production and exports of skim milk powder (tonnes)
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Figure 15. Australian production and exports of whole milk powder (tonnes)
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