Surging meat and dairy industry
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THE livestock economy — from milk and meat processing to domestic trade to exports — is 
witnessing a change over the past few years. 
The most notable improvement is the emergence of dedicated cattle farming for production and processing of milk in Punjab and Sindh. With more than 34.4 million tons of milk output in 2009 Pakistan ranked fourth in global ranking—way behind India (110m tons) and the US (85.8m tons) but close to China (40.5m tons), according to the Food and Agriculture Organisation.

In the just-concluded last fiscal year, livestock made up 11.5 per cent of the GDP in FY11 and it accounted for 55 per cent of value-added agriculture.

Some people in the modern dairy industry say that milk companies are expected to grow in number. “As these companies make contracts with cattle farmers for long-term supplies of milk, and they operate their own collection centres, incentives for producing more milk are building up,” says an official of the Pakistan Agriculture and Dairy Farmers Association. The pioneering job in modernisation of dairy farming was initiated by the Nestle.

But others believe that a sharper focus is required on organised rearing of milk-producing animals. Growth in milk processing and packaging industries has lured wealthy landlords to invest in modern cattle farming in Sindh and Punjab. “But we need many more dedicated cattle farms where cows and buffaloes can be reared with focus on lengthening their productive lifecycles and boosting their capacity to produce milk.”

A Lahore-based Pakistan Dairy Development Company has somewhat is working towards this objective and now Sindh Dairy and Meat Development Company is set to follow suit.

Firms engaged in milk processing and packaging are now producing their own brands of value-added products like milk cream, powdered milk, ice cream, butter, cheese, yogurt and ghee. Some of these brands have become household names.

“Modernisation — the entrance of big local and foreign players — has established new linkages between the rural-urban economies,” says a senior executive of Nestle Pakistan. This, he says, will enable “the domestic market expansion to assist export-led growth.”

Chain of superstores like the Macro and the Metro are contributing to deepening of domestic market initially in urban areas.

“But within few years you’ll see them branching out across the country as higher income levels in rural areas create enough demand for such products.”

People associated with the dairy industry say initially large companies, few of them with foreign investment, ventured into milk processing, packaging and retailing business. But their exceptional growth has now lured many domestic players into this business. Production and marketing of flavoured milk by some local companies is just an example. Many more examples abound in production of value-added milk products including confectionary items, ice cream and chocolates.

Farmers who were unable to obtain reasonable returns on their crops because of low support prices about 3-4 years ago also have ventured into livestock. Now that the return on earlier investment in the livestock sector is an additional support for them.

This group of the rural rich and a section of urban people with sizable cash have entered into modernised and more systematic
domestic meat trading. Some of them have even become exporters. That is why meat and meat products have emerged as an important non-traditional export earner. Two dozen meat exporting companies have set up the All Pakistan Meat Exporters and Processors Association which is trying to boost exports of meat and meat products.

“Part of foreign exchange coming from overseas Pakistanis and lifelong savings of those professionals who lost jobs in domestic economic slowdown also continue to finance meat merchandising at local and international levels,” an official of the Association told Dawn.

He said his Association was trying to persuade the government to ban export of live animals without which meat exports’ growth would remain limited. In eleven months of FY11 meat exports rose 55 per cent to $138 million. Exporters say if export of live animals is banned and if their smuggling is checked effectively, they can raise meat exports to $300 million in the next fiscal year.

In 2009, Pakistan’s estimated production of beef and mutton totalled 1.13 million tons, according to the latest FOA statistics.

Meat exporters say with such a low production level, boosting volumes of meat exports without allowing a spike in local prices is just too difficult. They say that smuggling of cattle heads to neighbouring Afghanistan, Iran and India must be curbed to ensure availability of exportable surplus and to contain spiraling of local meat prices.

Under the government’s meat export policy, exporters were looking for meat supplies from dedicated cattle farms where cows, goats and sheep were to be reared for sale abroad. But market sources say that exporters continue to get meat from local mandis for exporting to Iran, Afghanistan and the Middle Eastern countries. This not only pushes up local prices but makes it difficult to maintain the quality standards set by meat importing countries. The per-unit price of meat exports remains low.

Sindh government’s Advisor on Investment Zubair Motiwala says that in the absence of specific certification on Halal food, Pakistan plans to use slightly modified version of the Malaysian regulations to enter the global Halal market. The size of this market is estimated around $1.3 trillion. Pakistan is expected to finalise Halal food certification systems within this year and that would give further boost to exports of dairy products and meat and meat preparations.

