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Abstract
This paper foeuses on the strueture and competitiveness of China's dairy sector. Empirie
data was used to ealeulate the ineome structure of milk produetion. 9 farms have been
visited out of whieh 4 are family farms, 2 private and 3 state owned farms. Due to ineom
plete data and bad data quality only 5 farms eould enter in the analysis.
The history of China's dairy industry is very short and only sinee the open-door policy in
1978 it is the most quiekly-developed food industry and gains more and more importanee.
Demand is inereasing rapidly, espeeially in big eities like Beijing. Per-eapita eonsumption
is still far lower eomparing to the average eonsumption worldwide.
The study eomprises a cost-effeetiveness analysis and the results show a revenue of
1827 Yuan and 1937 Yuan for family farms, 4597 Yuan for the private farm and 6926 Yuan
and 7388 Yuan for state owned farms. According to statisties in China, the average rev
enue out of one single dairy eow is approximately 3500 Yuan per annum and 500 Euro,
respeetively. Hence, the own results are even higher as mentioned in literature and the
dairy production is a way to promote the enhaneement of farmers' income. Comparing
small seale agrieulture dairy produetion aecounts for a signifieant higher net ineome even
so revenues are still far below ineome possibilities in other sectors.
Small seale dairy production is not eompetitive in comparison to state or eommereial
farms due to firstly a low labor effieiency and secondly a non-optimal business organiza
tion due to outdated teehnology and husbandry systems. To overeome these major prob
lems this paper suggests to improve the management. Here the European cooperative
structure eould funetion as model. Seeond family farms should be strengthened and be
used as a basis for a future eompetitive dairy industry. Last structural adjustment and an
advaneed quality management have to be built up and enforeed.
The Melamine-seandal shaken the eonsumer's confidenee in China's dairy industry but at
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the same time revealed existing management problems. Now China's govemments' prior
aim is it to secure quality standards and diseusses the reorganization and extension of
family farms as a means.

Thus the scandals functions as a chance for Chinas dairy industry to solve its problems
and position itself new on the market.

