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Objective

Key challenges in 
designing and 

implementing dairy
sector development

plans
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Dairy Sector in Asia: opportunities
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Share of world• Smallholders produce 

over 95% of local milk 
marketed in Asia

- India: 70 mio hh
- China: 2 mio hh
- Pakistan: 55 mio hh
- Mongolia: 2 mio hh
- Sri Lanka: 2.5 mio hh

DEMANDSUPPLY
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Dairy Sector in Asia: constraints

• Technical:
- breeds / feeds / animal
diseases / … …

• Markets:
- credit / animal health
services / feed / … …

• Institutional:
- cultural / land tenure / SPS 
/ … …

SUPPLY

DEMAND
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Dairy Development Plan: Rationale

Removing only one 
constraint makes little 

sense

Plan addressing ‘all’ 
constraints

Feasible?
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Dairy Dev Plan: The First-Best

• We know all distortions
/ constraints

• We are able to remove
all distortions / 
constraints
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Dairy Dev Plan: First-Best in Practice

• We do what we can!
- budget
- technonology
- politically feasible

• What we can do is not 
always good!
- unpredictable subsidiary
effects

(i)  More vaccines
(ii)  More production
(iii) No market
(iv) Less income!!!
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Dairy Dev Plan: The Second-Best 1

• Assess (all) secondary / 
subsidairy effects of feasible
actions

• Choose the best one(s)
- some methdologies available:
(i)  information
(ii) technically demanding 
(iii) technically debatable
(iv) useful
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Dairy Dev Plan: The Second Best 2

• Assess the impacts of policy
actions on target groups (e.g. 
smallholders) - prioritise

• Choose the one with the 
largest DIRECT impact on 
their welfare
- methodologies available
- reduced risk of welfare-reducing 
secondary effects
- focus on production & livelihoods
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Dairy Dev Plan: Recurrent Issue

• Constraints (breeds, 
feed, animal health, 
water, market, 
insurance, credit, 
human capital, …)

Livestock Department?
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Summary

• First best reforms impossible
- Indian state: 73 interventions
- p(success) = 99% each 48%
- p(success) = 90% each      4%

• Focus on second-best / feasible 
public actions:
- secondary effects
- impacts on target groups
- ‘livestock policy instruments’
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Thank you!


