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Ml k and Cairy Sector

Vil d Scerari o

annual worldtradeinmlk products (excludingintra-B) anounts to 33
milliontonnes, valuedat USB 10 billion. Barely 6to 7%of the world mlk
productionistradedinternational ly. Thebulk of theworlddairytradeisin

cheese, butter and powders. Agrow ng shift towards cheeseis expectedin the near
future. Two dynamic products wth a substantia projected growthinthe coming years
are yoghurt and dessert.

Theinternational dairytradeis domnatedby four players - BJ NewZeal and, Australia
and UBA - whi ch t oget her account for 85%of al | exports. NewZeal and and Austral i a
export as nuch as 80 and 50%of their mil k producti onrespectively. The Asi a-Pacific
regionhas beenandwl| renainanet mlkinporter intheforeseeabl efuture. It accounts
for the bul k of mlk powder i nports and hal f of the i nports of condensed and
evaporated ml k. I'ncontrast, nost cheese i nports go fromdevel opi ng countries to
devel oped countri es such as Japan and t he Lhited S at es.

Thedairyindustryisregulatedinnost countries through various ways. Inports are
commonl y restricted, and exports frequent|y subsidised. Hghdairy price supportsin
nany countries areput inplacetostinul ate productiontothe extent that subsidi es

for exports are necessitated to na ntai n donesti c dai ry programmes.
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Technology Export Potential of Milk and Dairy Sector

With substantial and
continued investment in
building up milk
production, India can
emerge as a major
exporter of dairy products
and technologies in the

next few decades.

Inthe Uhited Kingdom al | the ml k produced by farners
I's procured by the cooperatives. Private dairies are
requiredto buy thei r mlk requi renent fromcooperati ves.
New Zeal and has no private sector dairy pl ants. As nany
as 90 per cent of dairiesinthe erstwhile Vést Gernany
and 100 per cent in Dennark, Netherl ands and Saeden are
I nthe cooperative sector.

Inthe Lhited Sates, 70 per cent of thedairyindustryis
cooper ative. Dairy programres are subject to nore
Qovernnent participationor regul ation than nost ot her
donestic agricultural industriesinthe UBA There are a so
Federal M|k Marketing O ders and novenent barriersin
the LBAfor “orderly narketing control, wiichis associ at ed
wthstabilisingfluidmlkprices, provid ng secure and
dependabl e narkets for individual dairy farners, prinarily
for the fluidnarket and i nprovi ng t he bal ance of nar ket

power between farners and handl ers.

Intheenergingliberdisedd aoal scenario, trade-d storting
agricultural policies have been the focus of the GATT
nul tilatera tradenegotiations. Wththeliberalisation of
agricultural trade under the newGATT regi ne, the heavy
subsidies prevalent inthedairy sector i nthe countri es of
the BJas well asinthe UBBAw | have t o be brought down
inthe next fewyears. The conpetitive advant ages of the
Indiandairyindustry arethen consi deredto be substantial .
Wt h substantial and conti nued i nvest nent in bui | di ng up
m | k production, | ndiacanenerge as a naj or exporter of
dai ry product s and t echnol ogi es i n the next fewdecades.




Technology Export Potential of Milk and Dairy Sector

Ind anSeei o

I ndi a has one of thelargest |ivestock popul ationinthe
vorld FHfty percent of the buffal oes and twenty percent of
thecattleintheworldarefoundinindia nost of wiichare

m | k cows and buf f al oes.

Cai ry devel opnent i n I ndi a has been acknow edged t he
wor | d over as one of nodern I ndia’ s nost successf ul
devel opnental progranme. Today, Indiaisthelargest mlk

produci ng country i nthe worl d.

MI k and ml k productsis ratedas one of the nest promsi ng
sect or s vhi ch deser ves appreci ationinahbigwy. Wienthe
worl d ml k production regi stered a negati ve grow h of
2 percent, | ndia perforned nuch better wth 4 percent
growth. Thetotal mlk productionis over 72 mlliontonnes
and the denand for mlkis estinated at around 80 mllion
t onnes.

By 2005, the val ue of Indiandairy produceis expectedto be
Rs. 1,000,000 mllion Inthelast sixyearsfore gninvest nent
inthissector stoodat Rs. 3600 ml |ionwhichis about one-
forth of thetotal investnment made inthis sector.
Minuf act ure of casei n and | act ose, | argel y bei ng i nported
presently, has good scope. Exports of ml Kk products have
been decanal i sed.

Themlk surplus statesinlindiaare Utar Pradesh, Funj ab,
Hryana, Rgj asthan, Gy arat, Miharashtra, Andhra Pradesh,
Kar nat aka and Tam| Nadu. The nanuf acturing of mlk
productsis concentratedinthese mlk surplus Sates.

Today, India is the
largest milk producing

country in the world.
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Livestock accounts for
nearly 15.8% of the world
cattle population, more
than half of the world

buffalo population.

The production of mlk products i.e. mlk products
includinginfant mlk food, nal ted food, condensed ml k
&cheese stood at 3. 07 | akh t onnes i n 1999- 2000. P oducti on
of ml k-powder includinginfant mlk-food hadrisento 2. 25
| akh t ons i n 1999- 2000, whereas that of nalted foodis at
65000 tons. Thetrends in productionof mlk products in

IndiaisgiveninAmexure 1.

Cheese and condensed mi | k producti on stands at 5000 and
11000 t onnes respecti vel y. Sone pl ants are comng-up for

produci ng | act ose, casei n and i nproved cheese vari eti es.

Li vest ock Ropul ati on

Indiaisrichinitslivestockwea th. It accounts for nearly
15. 8%of theworldcattle popul ation, norethanhal f of the
vor | d buf fal o popul ation. As per FAOproducti on year book
1998, the popul ationof cattle, buffal oes, sheepandgoatsin

theworldandinindiais g veninAmnexure 2.

As per the 1992 | i vest ock census of Ministry of Agriculture,
hi ghest cattl e popul ationwas reported i n Mdhya Pradesh
(28.68mllionnos.) followed by Utar Pradesh (25.63 ml lion
nos.) Bhar (22 15mllionncs.) Mharashtra (17.44 mllion
nos.) and Vést Bengal (17.45mllionnos.). Accordingto
| i vest ock census t he hi ghest popul ati on of buffal cesis
reportedin UP. (20.08 mllionnos.) fol |l oned by A P.
(9.15mllionnocs.), MP. (7.97 nllionnos.) and Ry ast han

(7. 74l 1i onnos).

Froducti on of MIk and M| k Aroducts

The mil k producti on was al nost st agnant bet ween 1947 to

1970 w th an annual growt h rate of nerel y one per cent
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whi ch has si nce regi st ered a vi gorous growt h of over 4. 5%
per annumafter the year 1970. The production of mlkin
I ndi a has been i ncreasi ng steadi | y as shown i n Annexure 3.

The n@j or mil K produci ng states are WP, Runj ab, Ry ast han,
M P, Maharashtra and Qujarat. Nurmber of mil k product s
nmanuf act uri ng Pl ants have cone up i n these states for

R ocessi ng of ml k.

Resat Sauws

The Indi an dai ry i ndustry achi eved substantial grow h
during the 8" H ve Year H an, achi evinganannual output of
over 60 mlliontonnes of mlk. This not only pl aces our
Industry secondintheworldafter the Lhited S ates, but
represents sustainedgronthinrea availability of mlkand

Dairying has become an
important secondary

source of income for
m | k products for our burgeoni ng popul ati on. Mst millions of rural families.

I nportant, dairyi ng has becone an i nportant secondary

sourceof inconefor mllionsof rua famlies.

I nproved genetic naterial achi eved prinarily through cross
breedi ng of cattle and upgradi ng of the national buffal o
herd has pl ayed a significant roleinincreasingthe
productivity. Gadual extension of inproved husbandry
practices; increasein consunption of bal anced concentrat es
nade possi bl e, inpart, throughinnovationsinthefiel dof
nutrition; expanded area under fodder; greater accessto
veterinary care; and advances i nthe fight aga nst endenic
and epi demc cattl e di seases have al so contributedto

I ncreased product i on and producti vity.

About three quarters of the mlk produced is consuned at
the househol d 1 evel . @ the mil k suppliedtothe narket,
about 9-11 percent is processedinover 275dairy plants and

5



Technology Export Potential of Milk and Dairy Sector

About 45% of milk
production is consumed
as fluid milk. About 35%
is processed into butter
or ghee; about 7% is
processed into Paneer
(cottage cheese) and
other cheeses, about 4%
is converted into milk
powder; and the balance
is used for other products
such as Dahi (yoghurt)

and sweet meats.

83 ml k product factories operated by cooperative, private
dai ry processors, and governnent ml k schenes inthe
orogani zed sector. MI k channel ed t hrough Qperati on H ood
cooperativesisgenera ly processedindairy plants | ocat ed
intherura areasandthentransportedintocities andtows.

Qperation Hood M1 k producti ons account for about 1 0%
of total mlk production or 40%of the nar ket ed out put .

The bal ance (about 90%of total production) is hand ed by
the private traders and processors.

About 45%of mil k productionis consuned as fluidmlk.
About 35%i s processed i nto butter or ghee; about 7%i s
processed i nt o Paneer (cottage cheese) and ot her cheeses,
about 4% s convertedintoml k powder; andthe bal anceis
used for ot her products such as Dahi (yoghurt) and sweet
neats. Inrecent years, there has been anincreasingice
creampr oduct i on as forei gn conpani es have i nvested i n
Inda

| ndust ry Segnart s:

1. Cheese

The organi sed cheese narket includingits variants |ike
processed cheese, cheese spreads, nozzarel | a, flavoured
and spi ced cheese, is placed at around Rs 3 bn. Processed
cheese at 50%of the overa | narket isRs. L. 5bnstrong. The
next nost popul ar variant i s cheese spread cl ai ming a share
of around 30%of the total cheese narket. The narket is
primarily an urban phenonenon and i s knowto be
grow ng at around 15% The nar ket for cheese cubes sl i ces
andtinsis growng. The fl avour ed cheese segnent has been
declinng.

Inindia QGijarat Gooperative M|k Mrketing Federation
(QMF) with the Amul brand continues to be the nain
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operator i nthe branded cheese narket in | ndi awth about
60%nar ket share inthe branded narket. It pi oneered the
nar ket for processed, branded cheese. Wiat GOMMF di d
was t o devel op t he t echnol ogy t o nake cheese frombuf fal o
mlk. Vorldover it is made fromcowml k. Annexure 4

gi ves the narket size of cheeseinlInd a
Market growth rates

Q her cheese nanufacturers are : Britannialndustries, indicate that the cheese
Dynani x Dairy I ndustries (CO), Hranandani, ETAand  Marketin Indiais growing
LT O steadily.

2. lce Cream

Theicecreamnarket inindiais estinatedto have reached
the level of Rs. 10 bn per annum of whi ch t he or gani sed
sector i s about Rs. 6 bn. The unor gani sed nar ket has been
shrinki ng. The per capitaice creamconsunptioninthe
countryisextrenely | owat 250 nh per year conpared wth
that of the U5 whichisabout 22litre.

The organi sed narket for ice creans of about 60 nm|itres,

has been grow ng at around 15%per annum The i ce cream
Industry has, inashort spanof tine, undergoneastructurd

transfornmation. Annexure 5 (a) and 5 (b) shows the growt h
of narket sizeof 1ce Geaminlndiaandthe narket structure
of this segnent respectively.

The organised market for
ice creams of about 60

mn litres, has been

3. Chocolates growing at around 15%

. . per annum.
The Chocol ates narket i s estinated at 35,000 t onnes val ued

at approxi natel y Rs. 8.0 bn. The chocol at e count er nar ket
isworthnearly 5. 25to3.5bnandtherest i s nade up of
chocd ate bars. (hocd atesinfact nakeuplessthanafourth
of the sweet-tooth products incl udi ng sugar boi |l ed
confectionery mnts and chew ng guns. Sugar

confectioneryis by far thelargest segnent wth ashare
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The organised dairy
industry processes an
estimated 15% of the
total milk output in India.
The industry has
maintained a high growth
profile, especially in the
wake of the Operation
Flood, colloquially also
termed as White
Revolution, initiated in

early 1980s.

exceedi ng 60% Annexure 6 (a) and 6 (b) gi ves t he nar ket
sizearestructure of chocol ate narket inlnd a

4. Dairy Whiteners

The organi sed dai ry i ndust ry processes an esti nat ed 15%
of thetotal milkoutput inlnda Theindustry has nai ntai ned
ahighgrowh profile, especiallyinthe wake of the
Qperation Hood, colloquially alsoternmed as Wite
Revol ution, initiatedinearly 1980s. Today | ndi a produces
over 80 nmtonnes of mlk annual ly. Interns of val ue, the
total mlk econonyisestinatedat Rs. 1200 bn.

The narket for dairy whiteners (cormercial |y knowas
bever age m | k powder s and condensed mi| k) and cr eaner s
Isaround Rs. 2,750 nm. The growt h of narket size of dairy
whitenersinthelast 10yearsis giveninAmexure 7 (a) and
7 (b). Apart fromMNSS |i ke Nestl e and conpani es | i ke
Bitannia theIndianenterpri ses have al so nade perceptibl e
Nanes | i ke Al , Sapan, M jaya, Mbhan, Parag
and several others have been seeninthe narketpl acewth
their vhiteners.

pr ogr ess.

Aseptical |y packed creaner inmini portionsis w del y used
I nthe west, but has yet to enter the I ndi an narket.
Asepti cal | y packed creangr i nvol ves techni ques to i npart
alonger shelf lifetotheproduct. It is packedinsnall cups
ready to be pouredintoacup of teaor coffee. Geaner i s
freshmlkwthincreased fat content (upto 12% andis
aseptical |y packed after undergoi ng U tra Heat Treat nent
(WHN) at 140°C Itsintroductionw || affect the existing
whi tener narket as anatural mlk product wth al onger
ddflife
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The potential for exports; especially to nei ghbouring
countries andthe countriesinthe Mdd e east, the Gil f and
Arica, asoexist andcou dbeexploted

5. BabyFoods

nventional |y, foods (solids, sem-solids andliquids)
admni steredto babi es of uptotw years of ageareclassified
as baby foods. | n sone cases, however, baby foods are
continued to be givento children ol der than of two years
dependi ng on soci o- econom ¢, heal th-rel at ed and geo-
soci etal conventi ons.

The concept of packaged baby foods isrel atively recent in The potential for exports;
India. The traditional honenade f oods have dom nat ed especially to

this sector until theinduction of packaged foods nostly  neighbouring countries
and the countries in the

Middle east, the Gulf and

frommul tinati onal conpani es. Baby foods have assuned

speci a significanceintherecent years because of greater
) . ) Africa, exist and could be

awar eness of hygi ene and heal th and constraints ontine

of busy nothers. Areliable, heal thy, convenient and ready-

to-use baby foodistherequirenent of theday. Indiais

exploited.

catchingupwththerest of the devel oppedworldinthis
arearater fast. Aconparisonof growthrates over thelast
10 year s shows that these has been a steady ri se of nar ket
size. Anexure 8 (a) and 8 (b) gives the narket sizeandthe
nar ket structure of baby foodsinlndia

The packaged food product s for babi es are broad y cl assi fi ed
into a) cereal -based such as Nestum b) cereal -basedwth
ml k such as Farex, (erel ax, ¢) ml k- based such as Lact ogen,
d) ready-to-feedliquids, and €) rusks and biscuits. |nfant
m| k foods constitute the nost significant segnent.
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The two major bakery
products, biscuits and
bread, account for 82%

of all bakery production.

Biscuit is estimated to
enjoy around 37% share
by volume and 75% by
value of the bakery

industry.

6. Biscuits and Bakery Products

The I ndi an bakery i ndustry i s donmnat ed by the snal | -scal e
sector wth an estinated 50, 000 snal | and nedi um si ze
producers, besidesthe 15unitsinthe organi sed sector. Apart
fromthe nature of theindustry whichgravitatestothe
narkets andcaterstotheloca tastes, theindustryiswaddy
di spersed.

The two n@j or bakery products, bi scuits and bread, account
for 82%of all bakery producti on. The unor gani sed sect or
accounts for about two-thirds of thetotal biscuits
productionestinatedat 1. 3nmtonnes. It al so accounts for
80%of thetotal bread productionwhichisestinatedat 1.5
mm t onnes and ar ound 90%of t he ot her bakery product s
estinatedat 0.6 mtonnes. Thelast i ncl udes pastries, cakes,
buns, rusks and others. Annexure 9 (a) and 9 (b) gives the
growt h of narket sizeof biscuitsover thelast tenyears.

B scuit isestinmatedtoen oy around 37%shar e by vol une
and 75%by val ue of the bakery i ndustry. The organi sed
sector caters tothe nedi umand prem umsegnents, whi ch
arereativelyless price-sensitive. The organi sed sector i s
unabl e to conpete at the | ower pri ce range duetothe exci se
advant age enj oyed by the i nfornal sector.

The or gani sed segnent i n bi scui ts has w t nessed a st eady
grow h of about 6% conformng broadly to the growth
rate of GP. The production crossed the one-nl |ion tonne
nark i n 1995- 96 whi ch has now grown by esti nat ed 30%

Thesize of the bread narket isestinatedat Rs. 13 bn. There
are a nuner of producers inboth sectors, organi sed and

unor gani sed. Froma | owpri ced commodi ty, bread has
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graduat ed i nt o a branded product w th di scrimnating
[ri ces.
7. Confectionery

The | ndi an conf ecti onery nar ket i ncl udes sugar boi |l ed
confecti onery, hard-boi | ed candi es, toffees and ot her sugar-
based candi es. I'n 2000, sugar boi | ed confecti onery had
penetrat ed an esti nat ed 15%o0f t he househol ds onl y,
suggesting alarge potentia for growth. There are about
5000unitscateringtotheloca narkets.

The total vol une of the sugar boi | ed confecti onery nar ket
I nthe organi sed sector (conprisingplain/ hard-boiled
candi es, toffees, eclairs andguns) i s around 125, 000 t onnes.
Add to thi s the unorgani zed sector and the narket for all
types of confectioneryis of theorder of 250,000 tpa. That
transl ates i nt o 66%nar ket share of the unor gani zed sect or
by volune. Invalueternsit islessthan 50%

The sector’ s expansion at arate of 25% n 1998 had dr opped
to 17%i n 1999 and regi stered a negati ve grow h of 2%i n
2000. Inthelongrunit isslaedtogrowvat 8to 10%anua | y.
The grothinthe si ze of the confectionery narket i s gives

as Annexure 10 (@) .

The total volume of the
sugar boiled
confectionery market in
the organised sector is
around 125,000 tonnes.
Add to this the
unorganized sector and
the market for all types of
confectionery is of the

order of 250,000 tpa.
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With the objective of
promoting exports of milk
products, the Govt. have
dechannelised the export
of these milk products
with effect from mid 1993.

Bqats

Export of certainmlk products |i ke ml k powder, ghee and
butter was canal i sed uptil 1993. Wth t he obj ecti ve of
pronoting exports of mlk products, the Govt. have
dechannel i sed t he export of these ml k products wth ef f ect
frommd 1993. Accordingtothe EXMPolicy for 1997-
2002, thepaicyfor export of thesemnl k productsi s as under

Powder m | k (ski nmed or full G ean) whol e and i nf ant
ml k food, pure mlk Ghee and Butter, except when exported
as branded product s i n consuner packs, not exceedi ng 5
kgs inweight, will be exenpted fromthe fol |l ow ng
codtions:

) Quantitative ceilingas nay be notified by the DGT

fromtinetotine.

i) registration-cumallocationcertificate issued by
agricul tural and processed Food Product s Export
Devel opnent Aut hority (APEDA).

The Director General of Foreign Trade, Mnistry of
Gormer ce vi de Public Noti ce No. 48/ RE-98/ 1997- 2002
dat ed 13t h Gt ober, 1998 have renoved the quantitati ve
ceilingfor export of powder mil k and ghee and thei r export
Isnowfreely al | oned. However, butter, if exportedin
packagi ng exceedi ng 5 kg. inweight, continues to be under
thequatitativeca lings.

Products for exports - Skinmed M| k Powder, Wol e M1 k
Powder, Giee, Butter, Gheese, ndensed M| k, Gasein etc.

are sone of the mlk products bei ng exported froml ndi a.
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The export figures of dairy products duringthelast five
years are gi ven i n Annexure 11.

My or Destinations- UAE (43%, Nepal (19%, Bangl adesh
(12%

Fut ure Mar ket s

South East Asia, Russiaand Afiricaw || be the energi ng
narket for Indiandairy products. Intheinmed ate future,
thereis prospect of anadditional denand of over 3mllion
tonnes of mlk products inthe ASEANTregi on al one. The
BUdai ry exports w | becone | imted by GATT agr eenent s,
whi | e Austral i a- New Zeal and do not have adequate  South East Asia, Russia
producti on capecity. Eual ly significant istheriseof Rissia ~ 2Nd Africa will be the

as theworl d' s bi ggest dairy inporter. Athough by far the emerging market for

) . ] ) Indian dairy products.
bi ggest m| k producer i n Europe, the Russi an out put has
decl i ned by nore than 25 percent inthe past fiveyears. The
shortfall inmlk productionisestinatedtobe 13 mllion

tonnes a year.

Thesenajor deficitsinmlkavailability offer anopportunity
for Indiatofill thisvacuumand to becone | eadi ng dai ry

exporting nati ons.

Fotentia for va ue added product s

B hni c I ndi an dai ry products | i ke Saeet s Shr eekhand,
Rusgul | a, Khoya and Ready-t o- Eat - Kheer, Hil una, etc. have
good denmand i n the countri es where et hnic | ndi an
popul ationis settled. For pronotion of these products, we
requi re export worthy consuner packi ng, which al so
I nproves the shel f-1ifeof the product.
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Sepsinitiatedby AFEA

AFHAhas initiated fol l owng steps toincrease export of
dai ry products:

S andar ds have been | ai d down for export of dairy products
APEHDA I s of fering subsi dies for i npl enent ati on of HAGCP
and | SO9000, installationand upgradati on of | aboratories
and nar ket pronotion t hrough sendi ng of sanpl es,
printing of catal ogue brochures and brand publ i city through
advertisenent etc. under it’s pl an schene. Export nar ket
devel opnent wll dependonensuringthequality. Thiswl |
requirethat exporters ensure qual ity fromthe ml k ani nal s
tothe port and beyond. To buildthe quality, nechani zed
dai ry fanni ng requi res encour agenent wth export oriented
processingfacilities. Mnufacturing units|inked by contract
w th | arge scal e producers, can ensure of quality raw
nateri al necessarytoenter andnaintainthe positioninthe
international narket. It isthecowmlkwhichisrecogni sed
intheinternational narket. S ncelndiais produci ng nore
of buffaloemlk, thereis aneedfor generic pronotion of
buffal oe ml k. Miny countriesintheworlddo not inport
m | k products fromlndiasincelndiaisreporting nany
| i vest ock di seases particu arly FMD BEfortsare, therefore,
needed to control and eradi cate AMDat | east inna or mlk
produci ngSates. Geationa chillingfacilitiesa bockleve/
villagelevel andtransportationof |iquidmlkto processing
wnitsinresfer unts.

14



Technology Export Potential of Milk and Dairy Sector

ASD Ad ysisaof Dairy Industryininda

Srengths

. Enhanced m | k producti on wi th consequent|y

increasedavai l abi ity of nnl k processi ng.
. | nproved pur chasi ng power of the consuner.

. Inproved transportationfacilities for novenent of

m | k and m| k product s.

. Increasing avai l abi ity of i ndi genousl y nanuf act ur ed

equi pnent .

Vast pool of highly

. Lar ge nunber of dairy plants (252) in public and trained and qualified

cooper at i ve sect or besi des several others comng up manpower available to

intheprivatesector. the industry.

. Vast pool of highly trai ned and qual i fi ed nanpower Country’s vast natural

availab etotheindustry. resources offer immense

, . potential for growth and
. Gountry’ s vast natural resources of fer i nmense o
development of dairying

potential for grow h and devel opnent of dai ryi ng

Wth our strengths we have to be anare of our weaknesses

dsa

WWaknesses
. Tropica clinatecond tions.
. Seasonal fluctuationsinmlk productionpattern.

. Soeci es-wse variation (buffal o, cow goat etc.) inmlk
qual ity recei ved by ml k pl ants.

. Lack of narketing avenues for the dairy produce.

Threat s

. I ntroduction of forei gnproductsinInd an narket.
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The liberalisation of the
Dairy Industry is likely to
be exploited by multi-

nationals.

Increasing demand for
fluid milk as well as value

added products.

I ncreasi ng chemical contamnants as wel | as resi dual
atibaicsinmlk
Roor nncrobi ol ogi cal qual ity of ml k.

Export of qualityfeedingredients particul arly cakes
under theliberaizationpdicy.

Defi ci ency of nol asses, arich source of energy and
bi ndi ng agent infeedindustry and constituent of urea

nol asses mneral |ick.

Excessi ve grazi ng pressure on nargi nal and snal |
communi ty | ands resul ting in conpl et e degradati on
o lad

Extinctionof theind genous breeds of cattledueto
i ndi scri mnate use of crossbreedi ng progranme to

enhance m| k producti on.

Theliberalisationof theDairy Industryislikelytobe
exploitedby miti-nationals. Theywl!| beinterested
i n manuf acturing ml k product s whi ch yi el d hi gh
profits. It wll create mlk shortageinthe country

adver sel y af fecti ng t he consuner s.

Inspiteal | these probl ens andthreats we have cl ear cut and

t renendous opportunities bef ore us

(pportunities

Geat i nproved export potential for mlk products of
westernas wel | astraditional types.

Est abl i shed and expandi ng narket for traditiona dairy
product s.

Increasing denand for fluidml k as wel | as val ue added
product s.

16



Technology Export Potential of Milk and Dairy Sector

. By product Uilizationfor inport substitution.
. Enpl oynent gener ati on.

. G ow ng denand for ml k and m | k products.
. Liberdisedpoiciesindairy sector.

. Availability of | argeresources of unconventional feeds

and f odder s

. Availability of diverse gernpl asmw th uni que feat ures
likeheat to erance, d seaseresistance, draftabilityand i and Milk Products
abi litytosurvive and produce under stress cond tions. Order (MMPO) regulates

e Availability of aninal productiontechnol ogies for ~ Milk and milk products

S , duction in th try.
faster devel opnent and effecti ve i npl enent ati on. ORI ) 411 BeC

. There shoul d be ani ntegrat ed structure of narketing

for mlk and ml Kk products.

. Integrated structure for |ivestock narketing through
regul at ed nar ket s.

. | nproved col | ection of dataoncontract basi s t hrough
agerci es.

All the milk products
except malted foods are
. Mirket infornationintelligence systemfor mlk and  covered in the category
ml k product s. of industries for which
foreign equity

. Devel opnent of software for project formil ation for L _
participation upto 51% is

dairy enterprise. automatically allowed.

Policiesin Ml k &MI k Product s

Ml k and M| k Products O der (MMPO regul ates ml k and
mil K product s productioninthe country. The order requires
nopermssionfor units hand ingless than 10,000 | itres of
l'iquidnlkper day or mlk solids upto 500t pa.

17



Technology Export Potential of Milk and Dairy Sector

Al the mlk products except nal ted foods are coveredin
the category of industries for which foreignequity
participationupto51%i s autonatical |y a | oned. | cecream
whi chvas earlier reserved for nanufacturinginthe snal |
scal e sector, has nowbeen dereserved. As such, nolicense
isrequiredfor settingupof largesca eproductionfacilities
for manuf acture of i ce cream

Subsequent to dechannel i sati on exports of sone ml k based
products are freely al | owed provi ded t hese units conpl y
w th the conpul sory i nspection requi renents of concer ned
agenci es | i ke: National Dairy Devel opnent Board, Export
I nspecti on Gounci | etc. Bureau of | ndi an standards has
prescri bed t he necessary standards for a nest al | il k based
products, which areto be adheredto by the i ndustry.

Regul at ory Envi ronnent inthe Dairy Processi ng
Sector inlnd a

The I ndi an processed dai ry i ndustry has grown and
diversifiedenornously inthel ast fewyears. Toensurethe
proper devel opnent and growth of thisindustrial sector,
the Governnent of Indiahasinstitutedvarious |aws and
regul ations. The various regul ations that governthe dairy
processi ngindustry canbroad y be classifiedinto:

Gonpul sory Legi sl ation

Pevention of Food Adul teration Act, 1954

ThisAct isthebasicstatutethat isintendedtoprotect the
conmon consuner agai nst the suppl y of adul terat ed f ood.
Thisspecifiesd fferent standards for various food arti cl es.
The standards areinterns of mninumquality | evel s
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i ntended for ensuring safety i nthe consunption of these
fooditens and for saf eguardi ng agai nst harnfiul i npurities
and adul teration. The Central Conmttee for Food
Sandards, under the Drectorate General of Heal th Servi ces,
Mnistry of Healthand Famly Vel fare, i s responsiblefor
the operation of this Act. The provisions of the Act are
nandat ory and cont raventi on of the rul es can | ead to both
fines and i npri sonnent .

M Ik and M1 k Product Qder (MWPQ 1992
The Ml k and M| k Product O der (MMPQ, 1992, i ssued on

June 9, 1992 seeks to ensure the supply of Iiquidmlk, an
essential commodity, to consuners by regulatingits
processing and di stribution. Wthineight years of its
operation, the Gentral/Sate Registering Authorities have
till Decenber 2000 regi stered 666 units wth atotal

processi hg capacity of 65.8 mllionlitres per day (nhpd).
Slient Features of the MIPOQ der incl ude the fol | ow ng:

—  Regstrationsfor unitshandingupto 75000 [itres of
ml k per day are granted by the Sate Gover nnent s
andunitswthnorethan 75, 000 [ itres per day capacity
areregistered by the Gntral Registering Authority.

— TheQxtificatea sospecifiesthemlkshed area, which,
under the order is defined as a geogr aphi cal area
denar cated by the Regi stering Authority for the
colectionof mlkbytheregisteredunit.

—  Miintenance of specifiedhygienicconditionsinthe
prem ses where ml k and m | k product s are handl ed,
processed, nanuf act ured or stored.
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The col | ection, transportation and processi ng of mlk
nornal |y centres around the operati ons of aprocessi ng pl ant.
The regi on fromwhi ch t he mar ket abl e surpl us of mlk
productionfindsitsway toaprocessingplant iscalleda
“ml kshed . The concept of ml kshed areas is pivotal tothe
MMPQ For an orderly devel opnent of the dairy industry, a
proper assi gnnent/al | ocati onof nil kshediscritical .

S andar ds on Vi ght s and Measur es
(Packaged Comrmodi ti es) Rul es, 1977

These Rl es | ay down certainobligatory conditions for all
commodi ties that are packed form wth respect to
decl arations on quantities contai ned. These Rul es are
operated by the Drectorate of Vi ghts and Measures, under
the Mnistry of Foodand Gvil Supplies.

3d \Moluntary S andards

There are two organi zati ons that deal wth vol untary
standardi zationand certificati onsystensinthe food
sector. The Bureau of | ndi an S andards | ooks af t er
st andardi zati on of processed foods and
standardi zati on of rawagricul tura produce i s under

the purviewof the Drectorate of Marketi ng and
| nspecti on.
B Bureauof Indian Sandards (B'S

Theactivitiesof BSaretw fold, thefornul ati on of
I ndi an standards i n t he processed f oods sect or and
the i npl enent ati on of standards t hrough pronoti on
and through vol untary and third party certification
systens. Bl Shas onrecord, standards for nost of
processed foods. | ngenera, these standards cover raw
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naterials permtted andtheir qual ity paraneters,
hygi eni ¢ condi ti ons under whi ch products are
manuf act ur ed and packagi ng and | abel |'i ng
requi rements. Manufacturers conplying wth
standards | ai d down by the B Scan obtainand “1 9~
nark that can be exhi bited on product packages. B S
hesidentifiedcertainitens|ikefoodco ours/add ti ves,
vanaspati, contai ners for packi ng, mlk powder and
condensed ml k, for conpul sory certification.

0 Drectorate of Marketing and | nspecti on (DM)

The DM enforces the Agricul tural Products (G adi ng
and Marketing) Act, 1937. Uhder this Act, Grade
Sandards are prescribed for agricultural andal li ed
comodi ties. These are known as “Agmar k”
Sandards. Gadingunder theprovisionsof thisAct is
vol unt ary. Manuf act urers who conpl y w t h st andar d
thelaiddown by DM are al | oned t 0 use “ Agnar k”
| abel sontheir products.

Q her Governnent Regul ations :
) Industrid Licence

Nolicenceisrequiredfor settingupalairy Rgect in
I ndia. Only a Menorandumhas to be submttedto
the Secretariat for Industria Approvals (3 A and an
acknow edgnent is to be obtai ned. However
Qrtificateof Registrationis requi red under the Ml k
and Ml k Products Gontrol Qder (MO 1992.

3d  Foreignlnvest nent:

Foreign I nvestent in dairying requires prior
approval fromthe Secretariat of Industria Approval s,
Mnistry of I ndustry, as dairyi ng has not been i ncl uded
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inthelist of HghPriority Industries. Autonatic
approval w || be gi ven upt o 51%fFor ei gn | nvest nent
inHghRiorityIndustries. Incasedf other Industries,
proposal s w Il be cl eared on case t o case basi s.
Gover nnent rmay al | ow 51%w t hout enforcing t he
oldlimt of 40%applicabl e under Forei gn Exchange
Regul ations Act at itsdiscretion
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