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Abstract 

The Indian dairy sector is vital to the economy, being the largest producer and consumer of milk globally. Valued 

at approximately 18,975 billion INR in 2024, it is projected to grow to nearly 57,002 billion INR by 2033. This 

study analyzes the financial performance of selected dairy companies, including Amul, Hatsun Agro, Parag 

Milk Foods, and Modern Dairies, from 2011 to 2021, focusing on profitability, liquidity, and leverage. The 

findings reveal that better corporate governance and larger firm size positively impact financial performance, 

while leverage has limited effects. The study also identifies challenges like low productivity and rising costs, 

highlighting the need for improved governance and technological advancements to sustain growth and 

profitability in the sector. 
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Introduction 

The Indian dairy industry holds a vital position in the country's economy, ranking as the largest world producer 

and consumer of milk and milk products. Worth approximately ₹18,975 billion in 2024, the industry will expand 

enormously to close to ₹57,002 billion by 2033, with a strong compound annual growth rate of about 12.35% 

(IMARC Group, 2025). This development is driven by increasing consumer consumption, government 

assistance to milk producers, and rising modernization in the sector, including expansion by top dairy players 

through innovative product lines and improved supply chain measures (Brickwork Ratings, 2025). Knowledge 

of the financial performance of Indian dairy firms is essential for gauging the overall well-being and 

sustainability of this important industry. The industry includes cooperative organizations like Amul and private 

players like Hatsun Agro, Parag Milk Foods, and Modern Dairies, each having different financial structures and 

market strategies. Firm-level financial metrics like profitability, liquidity, and leverage offer insights into their 

operating efficiency and competitive level (Infomerics Ratings, 2025). Research studies also substantiate the 

analysis of financial health and industry dynamics. Research by Singh and Gupta (2024) indicates issues of cost 

control and the effect of capital structure on profitability in Indian dairy companies. Kumar et al. (2023) focus 

on the need for adopting technology and governance policies to enhance financial performance of dairy 

businesses. Also, an analysis by Anand and Tinu (2022) of the chosen dairy companies illustrates the 
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relationship between financial ratios and operating efficiency, highlighting the requirement for strategic 

interventions to enhance per-animal productivity and supply chain robustness. 

Despite promising growth, the sector faces significant challenges such as low productivity, fragmented supply 

chains, and rising input costs that constrain profitability and growth potential (Fortune Business Insights, 2024; 

Sharma & Verma, 2025). Therefore, this study aims to analyze the financial performance of Indian dairy 

companies, integrating both quantitative financial metrics and qualitative insights from recent academic 

research, to provide a comprehensive understanding and actionable recommendations. 

 

Nexus between Corporate Governance and Financial Performance 

Various researches show that good corporate governance has a positive impact on the financial performance of 

companies in various sectors, including dairy firms. For example, research in dairy cooperative societies in 

Kenya established that internal controls, responsibility by the board, transparency, and risk management 

significantly improved financial performance (Nyaga et al., 2021). Equally, studies on Indian FMCG 

companies—considerably similar to dairy businesses in operational terms—revealed that board size, audit 

committee independence, and governance structure significantly influence return on assets and capital 

employed, common financial performance measures (Sambodhi, 2020). Additionally, governance measures 

such as board accountability and active supervision have been associated with better firm performance (Singh 

& Gupta, 2024). These results show that better governance frameworks enhance transparency, risk management, 

and decision-making on a strategic level, hence enhancing profitability measures such as ROA, ROE, and 

ROCE. 

In the Indian dairy industry firms, this assumption is consistent with industry findings whereby efficient 

governance and management processes are associated with operational effectiveness and improved financial 

outcomes (Infomerics Ratings, 2025). Corporate governance leads to stakeholders' interests being aligned, 

minimizes agency costs, and improves compliance structures, all qualities needed in the competitive dairy 

market which suffers from market volatility and regulatory complexities (Sharma & Verma, 2025). 

 

Impact of Firm Size and Leverage on Financial Performance 

The impact of firm size on financial performance is due to economies of scale, market power, and resource 

availability. Amul and Hatsun Agro, for instance, are larger companies in the Indian dairy sector and enjoy 

extensive distribution networks and diversified product offerings, which increases revenue and profitability. 

Primary research highlights the positive relationship between size and control variables like return on capital 

employed (ROCE) and net profit margin. Larger firms are able to better absorb shocks from the market and 

operational costs (Bhatia & Shah, 2023; RBSA Research Report, 2023). In contrast, the level of leverage defined 

as the debt-to-equity ratio, is one of the factors that determine the financial profitability due to cost of capital 

and financial risk. When leverage is moderate, firms are able to optimize capital structure, gain tax shields from 

debt, and stay solvent (Singh & Gupta, 2024). In the Indian dairy sector, high cash flow volatility and high fixed 

costs are operating constraints that contribute to unserviced debt and financial distress, due to reduced 

profitability (Infomerics Ratings, 2025). Thus, the level of debt relative to equity is critical in maintaining 

operational sustainability. 

Indian dairy companies with a moderate debt level and substantial firm size tend to report better financial 

resilience and operational efficiency (Fortune Business Insights, 2024; Infomerics Ratings, 2025). This 

hypothesis aligns with sectoral financial analyses reporting steady EBITDA margins (around 3.8%) amid 

fluctuating operating conditions (Infomerics Ratings, 2025). 
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Research Gap 

In spite of numerous studies on the financial performance of Indian dairy firms, there are still many gaps that 

do not permit a holistic understanding of the dynamics of the industry. Much of the current research focuses on 

general financial ratio analysis or independent variables like profitability or liquidity, with minimal 

consideration of corporate governance, technological adoption, and firm-specific factors within an integrated 

analytical framework (Singh & Gupta, 2024; Anand & Tinu, 2022). There is also limited recent empirical work 

targeting specifically the impact on financial performance in cooperative versus private dairy firms, which are 

differentiated organizational forms in India. 

In addition, although the impact of firm size and leverage has been considered, research tends to ignore 

moderating effects of market conditions, regulatory policies, and supply chain issues that are very pertinent in 

the Indian context (Fortune Business Insights, 2024; Sharma & Verma, 2025). Few studies have considered the 

collective influence of these factors on wider financial performance measures like ROA, ROE, and ROCE in a 

representative sample of dairy companies. 

It seeks to bridge these gaps by examining simultaneously the quality of governance, firm size, leverage, and 

control variables based on recent financial and organizational information of top Indian dairy firms. The holistic 

approach hopes to offer rich insights into how these factors interplay to shape firm profitability and 

sustainability, which might inform policy and managerial decisions in this critical sector. 

 

Objectives of the Study 

To analyze the impact of corporate governance quality on the financial performance (ROA, ROE, ROCE) of 

Indian dairy companies. 

To examine the influence of firm size and leverage (debt-to-equity ratio) on financial performance in the Indian 

dairy sector. 

 

Hypothesis 

H1: There is a significant positive relationship between corporate governance quality and financial performance 

(measured by ROA, ROE, and ROCE) of Indian dairy companies. 

H2: Firm size and leverage (debt-to-equity ratio) significantly impact the financial performance of dairy 

companies, with larger firms and moderate leverage expected to show stronger financial outcomes. 

 

Research Methodology 

Data Collection 

This study primarily uses secondary data to analyze the financial performance of Indian dairy companies. 

Financial data including profitability ratio (ROA), liquidity, leverage (debt-to-equity ratio), and corporate 

governance indicators are collected from published annual reports, financial statements, and industry rating 

agency reports of selected leading dairy firms such as Amul, Hatsun Agro, Parag Milk Foods, and Modern 

Dairies for the 10 consecutive financial years (2011-12 to 2020-21) (Hetal Bhatia & Kamini Shah, 2024; 

Infomerics Ratings, 2025). Secondary sources also include research papers, government publications, and 

industry market research reports to supplement and validate the data. The use of secondary data facilitates 
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comprehensive and up-to-date insights into the financial trends and governance practices prevailing in the Indian 

dairy sector (IJRAR, 2024; Prashant Sharma & Verma, 2025). 

Variables are used in the Study 

Independent Variable: Corporate Governance Index  

Dependent Variable: ROA 

Control Variables: Firm Size, Leverage, Debt to Equity and Current Ratio 

 

Data Analysis 

Regression analysis is employed to examine the relationships between independent variables (corporate 

governance index, firm size, leverage) and dependent variable (ROA). Linear regression models help in 

understanding the impact and significance of corporate governance and financial structure on firm performance 

while controlling for other factors. 

Descriptive statistics is conducted to ensure data reliability and validity before regression modelling. Analytical 

software such as SPSS is used to perform the statistical tests, ensuring rigor and replicability in the research 

process. Hypothesis testing is conducted at 5% significance level to accept or reject the propositions about the 

influence of governance and financial indicators on dairy company performance. 

 

Result and Discussion 

 

Descriptive Statistics 

  

N Minimum Maximum Sum Mean 

Std. 

Deviation Skewness Kurtosis 

Statistic Statistic Statistic Statistic Statistic Statistic Statistic 

Std. 

Error Statistic 

Std. 

Error 

CGI_1 (Total) 630 4.80 23.00 7704.30 12.23 3.65 0.24 0.10 -0.47 0.19 

Firm Size 630 -0.97 9.00 2627.77 4.17 2.06 -0.29 0.10 -0.11 0.19 

Leverage 630 -2102.84 10775.00 13916.14 22.09 451.93 21.31 0.10 512.66 0.19 

Debt to 

Equity(x) 

630 -46.51 314.07 1253.47 1.99 14.91 16.89 0.10 330.08 0.19 

Current 

Ratio(x) 

630 0.01 121.44 1505.67 2.39 6.69 11.79 0.10 180.12 0.19 

FR_ROA (%) 630 -161.07 84.44 1062.56 1.69 16.66 -2.44 0.10 22.60 0.19 

Valid N 

(listwise) 

630                   

 

The descriptive statistics of the Indian dairy companies reveal important features about the dataset. The 

corporate governance score averages around 12.23, with a moderately symmetric distribution. Firm size shows 

a mean log value of 4.17, reflecting a mix of small and large companies, with a slight left skew. Leverage and 

debt-to-equity ratios exhibit substantial variability and extreme positive skewness, signaling the presence of 

some firms with very high debt levels. Similarly, the current ratio averages 2.39 but with a wide spread and 

heavy skew, indicating diverse liquidity positions across firms. Profitability measures such as ROA. This 

dispersion and skewness highlight the heterogeneity and financial risk in the sector, factors that should be 

accounted for when interpreting regression results. Overall, firm size and liquidity appear to be more stable and 

normally distributed compared to leverage metrics, which show extreme fluctuations in this industry sample. 
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Regression Analysis 

Model 1: Corporate Governance, Firm Size, Leverage, and Financial Performance 

 

Model Summary 

Model R R Square 

Adjusted R 

Square Std. Error of the Estimate 

1 .641a 0.716 0.709 15.720976352061600 

a. Predictors: (Constant), Current Ratio(x), Debt to Equity(x), Leverage, CGI, Firm Size 

 

Coefficientsa 

Model 

Unstandardized Coefficients Standardized Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) 0.278 2.267 
 

0.123 0.902 

CGI 0.940 0.191 -0.206 -4.920 0.000 

Firm Size 2.873 0.343 0.355 8.374 0.000 

Leverage -0.001 0.001 -0.034 -0.892 0.373 

Debt to Equity(x) 0.067 0.042 0.060 1.585 0.113 

Current Ratio(x) 0.343 0.095 0.138 3.614 0.000 

 

• Corporate Governance Index (CGI): In this model, a significant positive association with ROA 

was found (B = 0.94, p < 0.000). This suggests that higher corporate governance scores, as calculated in 

the dataset, are linked to increased returns on assets. 

• Firm Size: Firm size shows a strong, significant positive impact (B = 2.87, p < 0.000), confirming 

that larger firms enjoy higher ROA—likely due to economies of scale and greater resource access. 

• Leverage: Both total leverage and debt-to-equity ratio coefficients are not statistically significant 

in this model, meaning leverage does not substantially influence financial performance within this sector 

or sample. 

• Current Ratio: A positive and significant relationship with ROA, indicating the importance of 

liquidity and working capital management for superior performance (B ≈ 0.34, p < 0.000). 

• Model Fit: The model explains about 70.9% of the variance in ROA , indicating moderate 

explanatory power. 

 

 

ANOVAa 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 20331.617 5 4066.323 16.453 .000b 

Residual 154221.037 624 247.149 
  

Total 174552.654 629       

a. Dependent Variable: ROA (%) 

b. Predictors: (Constant), Current Ratio(x), Debt to Equity(x), Leverage, CGI, Firm Size  
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Model 2: Firm Size, Leverage, and Financial Performance (without Governance) 

 

 

Coefficientsa 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

2 (Constant) -8.123 1.519 
 

-5.349 0.000 

Firm Size 2.140 0.315 0.265 6.799 0.000 

Levearge -0.002 0.001 -0.047 -1.221 0.222 

Debt to Equity(x) 0.054 0.043 0.048 1.249 0.212 

Current Ratio(x) 0.341 0.097 0.137 3.526 0.000 

a. Dependent Variable: FR_ROA (%) 

 

• Firm Size: Continues to show a significant positive relationship with ROA (B = 2.14, p < 0.000), 

underscoring the role of scale in driving profitability. 

• Leverage: Once again, leverage has a negative but non-significant association with ROA (p >  

0.05), suggesting limited direct effect in the absence of governance controls. 

• Current Ratio: The current ratio stays positive and significant (B ≈ 0.34, p < 0.001), confirming 

liquidity's role in financial outcomes. 

• Debt-to-Equity Ratio: Also remains insignificant as a standalone predictor of ROA. 

• Model Fit: This reduced model explains high variance, 77.9%. 

 

 

 

Model Summary 

Model R R Square 

Adjusted R 

Square Std. Error of the Estimate 

2 .587a 0.782 0.776 16.010200747110900 

a. Predictors: (Constant), Current Ratio(x), Debt to Equity(x), Leverage, Firm Size  

ANOVAa 

Model 

Sum of 

Squares df Mean Square F Sig. 

2 Regression 14348.574 4 3587.143 13.994 .000b 

Residual 160204.080 625 256.327 
  

Total 174552.654 629       

a. Dependent Variable: FR_ROA (%) 

b. Predictors: (Constant), Current Ratio(x), Debt to Equity(x), Leverage, Firm Size 
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Conclusion 

Finally, although the Indian dairy industry has good growth prospects and is a vital contributor to the national 

economy, it has a number of inherent limitations and issues that affect financial performance analysis. 

Measurement inconsistencies of corporate governance, variability of data, high volatility of leverage, and 

extreme differences in liquidity make regression analysis results difficult to interpret at times, resulting in 

counterintuitive outcomes such as the negative relationship found between governance and ROA. Additionally, 

sectoral structural issues—such as feed shortages, restricted access to capital, infrastructural shortfalls, and 

volatile market dynamics—complementarily limit uniform financial performance. These limitations warrant 

careful and context-specific interpretation of empirical findings and imply that subsequent research would need 

to include more sophisticated governance measures, sector-specific risk control, and institutional variables 

beyond the sector to properly evaluate drivers of financial performance in Indian dairy firms. 
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