MACHINERY FOR DERIVED DAIRY PRODUCTS

EXECUTIVE SUMMARY 

Livestock in Peru is composed of cows, goat and sheep. The two first are milk suppliers from which dairy derivatives are obtained.  

The main dairy derivatives commercialized in the country are: butter, manjar blanco (pastry made out of milk and sugar), cheese and its varieties and yogurt along with its varieties. Yogurt and cheese are the most produced among the derivatives.  

Yogurt has significantly grown in the last years.  

	Industrialization Distribution of the 

Primary Milk Production (t)

	Products 
	2001 

	Fluid milk * 
	65,439 

	Evaporated milk 
	480,446 

	Condensed milk 
	1,616 

	Powdered milk 
	779 

	Butter
	2,815 

	Creams 
	10,308 

	Yogurt 
	36,283 

	Manjar blanco
	2,556 

	Hard cheeses 
	11,560 

	Semi-hard cheeses 
	4,312 

	Soft cheeses 
	15,827 

	Total 
	631,940 

	Source:  ADIL (2001) 
Author:  MINAG - Direction of Raisings 


	 Evolution of some Dairy Products 

apparent Demand (t) 

	Product 
	1996 
	1998 
	2000 
	2001 

	Cheese
	5,150 
	6,540 
	6,840 
	6,887 

	Butter
	1,505 
	1,753 
	2,086 
	2,109 

	Yogurt 
	11,527 
	12,422 
	18,949 
	26,239 

	Source:  Webb and Fernandez Baca (2001) 
Author:  MINAG - Direction of Raisings 


The sector is composed of 3 large companies, 20 medium companies and more than 290 small companies.  The industrial plants are concentrated in three river basins:  Arequipa, Cajamarca and Lima.  In 2001 it was considered that the top 17 companies had industrialized 85 % of milk.  

Most producers are based in three river basins: in the south, center and north regions.  In 2001 the stock of farming units accounted for 29.200 in the cities of Arequipa, Tacna and Moquegua; 25.100 in Cajamarca and 8.900 in Lima.  The average yearly productivity is 1.955 kilos milk/vaca/year. However, there is a strong heterogeneity between cities and producers.  

In the sector of tendencies there is not a company concerned in a continuous manner in the 4 years of reference, but the outstanding brand names per volume in currency are:  Mueller, Seta, Equiteck, Price Schonstrom and Tetra Pack.  

No special tariffs are applied to machinery coming from India.

There is a 4% tariff applied to new machinery and 7% to second hand machines.

No antidumping rights are applied either.

CONCLUSION 

Three large companies evidently dominate the dairy industry market:  Gloria, Nestlé and Laive, which altogether represent 95% of milk production and dairy derivatives. This makes difficult to enter the market, especially if this entrance threatens the domination of some of them.  

On the other hand, it is precise to remark that in the dairy product industry, the technological barriers of patents or economy of scale are almost nonexistent.  Nevertheless, the concentration level in this market is higher (positioning of brand names), a factor that can hardly be surpassed.  

We consider that the market for this type of machinery exists mainly in medium companies that have shown more interest in technifying themselves in the last years, mainly with machinery locally manufactured. Small companies work with domestic technology and its commercial outreach is restricted to its own area, reason for which their growth needs will still exist in the long term.  

DISTRIBUTION AND MARKETING 

The characteristic of this sector is that it needs good quality and immediate technical service machinery, since its products cannot be kept in front of a mechanical problem of transformation.  

The main demand can be in the river basins of the south (Arequipa, Tacna and Moquegua) and in the Northern East (Cajamarca), reason why any effort of penetration must be oriented to those zones.  

In this industrial sector, it is important to look for the company leader in order to introduce the agro-industrial machinery in that company and, thus, having certain influence on other industralists.  

In this sector there are local machine manufacturers, but they do not use the materials (steel-aluminum) adapted to maintain the quality in the milk and derivative production process.  It is necessary to study this sector well.  

In Peru the natural product market is developing and yogurt, specially, has a strong presence, which could be a segment for the sale of machinery used for these products.  

The suitable machinery for this sector is the small one that adjusts to the production capacity of the cattle dealer.  

INTERVIEWS 

PRACTITIONER

Mr. José Zavala Pop (Engineer)

Practitioner of the Dairy Chain 

Ministry of Agriculture – 9th floor 

Telephone:  6135800 

Email:  jzavala@minag.gob.pe
Mr. Zavala affirms that the competition is dominated by the largest companies.  He says that there is market for processing machine, but the problem is that the cattle industralist is not interested in investing knowing that he is going to compete with the great manufacturers of dairy products. This is a problem of costs and market participation.  

The industralist may need some instructions as far as looking for new market segments.  

He recommends the exporter to offer a quality product along with technical pre-sale and post-sale service. 

SPECIALIZED MEANS 

Agronoticias: 
 Monthly magazine 

Time in business:  
26 years 

Director:  

Mr. Reynaldo Trinidad Ardiles (Interviewee) 

Address:  

Jr Pablo Bermúdez 285 

Jesús María - Lima

Email:  

agronoticias@speedy.com.pe
Mr. Trinidad says that in Peru the dairy product sector is almost a monopoly led by Gloria and Nestlé. Nevertheless, he considers that the machinery business is attractive because new dairy-producing river basins in the cities of Ayacucho, Andahuaylas and Tocache are arising (San Martín).  

For him, the main problem of small cattle dealers is that the industralist who sells machinery to him never worries to give him a post-sale service to see how he goes, which makes the buyer think that having a machine is having a problem that would harm his business. 

He recommends  the exporter to name a good representative with sale equipment that can travel by the rear area promoting the sale.  

3. -  IMPORTERS 

EXIMPORT DISTRIBUIDORES DEL PERU S.A. 

Address:  

Av Argentina 1730 

Lima 

Telephone:

336 – 6234 

Email:  

cpicone@edipesa.com
Time in business:  
25 years 

Interviewee:  
Mr. César Picone Heinsohn (Engineer)

Post:  


Line Engineer 

Email:  

cesardanielp@yahoo.com  

It is a manufacturing company of export of machinery mainly for the construction, compressing and motor and import of machines for agroindustry of rice, flour, coffee and seeds.  

China is from where agricultural machinery is mainly imported (90%). The main reason for this is the price; however, the quality is also a consideration.  

They lack experience importing from India, but it is considered a technological country.

He recommends the exporter to have a competitive price and know the cattle dealer well and be aware of the client being not only a breeder of cows but of goats. 

They would import from India if the supply were attractive, which applies to all products.  He is interested in representing any agricultural machinery.  

JOSPAC IMPORT 

Address:  

Jr.  Washington 1665  Lima 

Telephone:

433-5802 433-4051 Fax:  433-5473 

Email:


jospac@terra.com.pe
Website:

www.jospac.com.pe  

Time in business:
22 years 

Interviewee person: Ms. Maritza Rivas 

Post: 


Sales Manager 

It is a representing company importing brand names like Kohler, Vencedora, Husqvarna, Sthil, Ryobi etc. 

The import of agricultural machinery is from Brazil, USA and Italy. The main reasons are quality, guarantee and a competitive price (same order of importance). They have never imported from India, but would like to obtain some brochures of different machinery.  

She considers that India has improved its industry of machineries in the last years, which she could see by visiting various manufacturers’ websites.  

She recommends the exporter to keep the good quality, a competitive price and to apply the guarantee when it is required. In the case of dairy products, the material must be stainless and hygienic.  

They would import from India if the supply were attractive, which applies to machinery used for sugar, coffee, seed cleaning and drying, flour and rice.  

