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I ntroduction

D airy is a place where handling  o f  m ilk and milk 
products is done and dairy technology refers to the 
application  o f  scientific know ledge for practical 
purposes. D aily  technology has been defined as 
that branch o f  dairy science, w hich deals w ith the 
p rocessing  o f  m ilk and the m anufacture o f  milk 
products on an industrial scale.

In India, dairying has been practiced as a 
ru ra l co ttage industry since the rem ote past. 
Sem i-com m ercial dairying started w ith the 
establishm ent o f m ilitary daily  farm s and co­
operative  m ilk unions throughout the country 
tow ards the end o f  the nineteenth century.

D uring  the earlier years, each household in 
those countries m aintained its ‘family cow ’. 
G radually  the family cow in the city was 
elim inated  and'eity cattle w ere all sent back to the 
m ral areas. G radually fanners began delivering 
m ilk over regular routes in the cities. The fluid 
m ilk-sheds.surrounded the large cities o f  today. 
Prior to the 1850s m ost m ilk  was necessarily 
produced, w ithin a short distance o f  the place o f 
consum ption  because o f  lack o f  suitable means 
o f  transportation  and refrigeration.

Role of cooperatives
T he presence p f  milk cooperatives all over the 
country helps to organize the industry' and give 
this sector a distinct advantage. Cooperatives 
assure the fanner o f a m arket for m ilk and 
take care o f  transportation and containers. The 
fanner is spared these costs and well as the cost 
o f  a re ta il.ou tle t. C ooperatives allow  for stable 
se llin g  rate which does not change even when 
they.y ield  is surplus. Paym ents are guaranteed to 
m ilk  producers and ensured w ithin a m axim um  
o f  30 days. Cooperatives play an im portant role

by elim inating  m iddlem en and their costs.

Role of State and Central Government
T here are several financial incentives providiul 
by the governm ents for setting  up infrastrucliiiTlI 
facilities for milk production. The tenth pliiii 
outlay for animal husbandry and dairying wiin 
Rs. 2500 crores.

The N ational bank for A gricultural and Kurtil 
D evelopm ent (N A BA RD ) assists fanners with 
loans and refinancing facilities for dairy' farming, 
The interest charged ranges betw een 12% to 1.1% 
depending on the am ount o f  loan taken. l.oaiiN 
are to be repaid in m onthly installm ents usually 
w ithin a period o f  5 years.

India has now becom e one o f  the largcsl 
producers o f  milk and value-added milk product,s 
in the world. The dairy sector has developed 
through co-operatives in m any parts o f  the 
State. D uring 1997-98, the State had 60 milk 
processing  plants with an aggregate processing 
capacity  o f  5.8 m illion litres per day. There are 
123 G overnm ent and 33 co-operatives milk 
chilling  centers operating in the State.
Objectives of the Study
This research study was conducted  in Thrissur 
D istrict, Kerala during 2007-2008.
• To study the working o f  the industiy by 

analyzing its growth and working conditions, 
t  To analysis the SW O T  on KSE Ltd (Dairy 

Industiy) and suitable suggestions.

Research Methodology
T he research design o f  the study is both 
descrip tive and analytical.

Period of Study
The study covers a period o f  2003-2007 and 
2010-2011.



Source of Data
The study is based on the secondary data provided 
from the Irinjalakuda unit Thrissur District,

 ̂Kerala. The im portant source o f data was collected 
■iifi'om the published annual reports o f  concern, 

consisting and other reports o f KSE Limited. The 
other necessary details needed for the study were 
obtained from the oflicials o f the organization.

Profile of KSE (K erala S olvent Extractions) 
Lim ite d -K erala

Greater Success, Greener'Future
Kerala Solvent E xtractions Ltd. now know n as 
KSE Ltd entered the solvent extraction industry 
in 1963 by se tting  up the very first so lvent 
extraction plant in Kerala. The solvent extraction  
plant went on stream  in 1972 and in 1976, a new  
plant was set up to manufacture ready m ixed 
cattle feed.

T he last three decades have seen KSE 
em erging as a  leader in solvent extraction and 
ready m ixed cattle feed in the countiy. Today 
KSE com m ands the resources, expertise and 
infrastructure to m anufacture a range o f  livestock 
feed in high volum es, coconut oil from coconut 
oil cake and refined edible oil. Driven by a 
com m itm ent to high standards o f quality, KSE 
has not only won custom er confidence but also 
national recognition through several aw ards and 
accolades. With m odem  m anufacturing facilities 
spread over three states, KSE caters to the vast 
belt stretching across southern India and enjoys 
a significant presence in exports too.

KSE, a com pany having an annual turnover o f  
Rs 187 crore, is the largest m anufacturer o f  cattle 
feed. It provides em ploym ent to around 1500 
num bers directly  and another 5000 indirectly. Its 
shares are being  listed in three stock exchanges 
in Cochin, Chennai and Mumbai. The C om pany 
com m enced its production in the year 1972. 
KSE is in the oil extraction Industry for the past 
31 years. It is having two solvent plants w ith 
processing capacity  o f  100 tonnes per day. The 
Com pany has also a chemical oil refining plant 
o f  20 tonnes per day.. It was in 1963 that K erala 
Solvent E xtractions Ltd. now known as KSE Ltd. 
entered the Solvent Extraction Industry, se tting  up

the very first so lvent extraction plant in Kerala. 
We are the largest m anufacturer o f  com pound 
cattle feed in Private  sector in the countiy. The 
last three decades have seen KSE em erging as 
a leader in so lven t extraction and ready m ixed 
cattle feed in the country. Today K SE com m ands 
the resources, expertise and infrastructure to 
m anufacture a range o f livestock feed in high 
volum es, coconut oil from coconut oil cake and 
refined edible oil. Driven by a com m itm ent to 
high standards o f  quality, KSE has no t only w on 
custom er confidence but also national recognition 
through several aw ards and accolades.
Dairy Division
KSE started operation o f  its dairy d iv ision  on 
22 January 2000. The idea o f  diversification 
into dairy' industry  was the outcom e o f  desire 
for forward integration o f  the cattle feed 
business o f  K SE Ltd. The com pany m arkets 
a wide range o f  dairy products in the m arket. 
Its m ain area o f  operation is T lirissur and also 
some parts o f  Ernakulam  and M alappuram . The 
products are toned milk, toned hom ogenized 
milk. G hee, C urd, Sambharam and ice cream . 
KSE has m ilk' processing units in T halayuthu 
(Tamil N adu) and Konikkara in T hrissur having 
processing capacity  o f  20,000 litres and 30,000 
litres per day respectively. The K onikkara plant 
also m anufactures ghee, curd, sam bharam  and 
Ice Cream. The brand name o f m ilk  and m ilk 
products is “ K S” and the brand nam e o f  Ice 
Cream is “ Vesta” . It has five m odern cattle-feed 
factories, tw o solvent extraction plants and two 
dairy' plants in K erala and Tamil N adu.

From a single unit, KSE was grown into m ulti­
unit, multi -product organisation. D eveloping 
the right infrastructure for growth w as alw ays 
been view ed as a priority at KSE. T he different 
units that born from the m anufacturing base 
o f  KSE stand testim ony to this, am ong them, 
the Irinjalakuda unit, Sw am inathapuram  unit 
and Vedagiri unit exemplify' the K SE  spirit o f 
enterprises.

irinjalakuda Unit
The pioneering plant o f  KSE at irinjalakuda is unit 
in many w ays. It w as the first solvent extraction 
plant in K erala. It was the first m ajor factory in



the locality, spread over 15 acres. It w as here that 
KSE set up its first cattle feed plant. The plant 
em bodied  the spirit o f enterprises o f  a group o f  
com m itted  people, who w anted to ushering an 
era o f  m odern ity  into a traditional society  and 
change in industrial landscape o f  the state.

N aturally, today the' Irin jalakuda plant 
enjoys a flagship status and com m ands an edge 
o f  infrastructure strength. Taking great strides 
in technological developm ent, the process o f  
com putersation  in plant and office w as initiated 
w ay back in 1987. M icroprocessor has been in 
use in production line since 1989.

R psearch and developm ent p lace an im portant 
part in the activities o f  KSE. The central R&D 
unit is 'located here. The plant housed a m odem  
labo ra to iy  The Quality C ontrol cell her leads 
and guides o ther units and form ulates stringent 
standards. The C hief N utritionist and Assistant 
M anager Q uality 'C ontrol also based here.

KSE Ltd-Product Profile
KSE L im ited  produces and m arkets various 
kinds o f  products to satisfy the needs o f  all 
custom ers. Only those products that can be 

.profitably  m arketed are produced. C hanges will 
have to be m ade in quality, size, color, shape etc, 
the m ain custom ers o f Extracted C oconut Oil are 
local m ills in Kerala. The im poitant products that 
are produced by the com pany are;

KS One o f  the w hole time 
favorites in cattle feed.

KS Super A special cattle feed 
that has own imm ense 
popularity.

KS D eluxe Pallets The choice o f  caring 
farmers for better results.

KS Suprem e 
Pallets

A bypass protein  feed 
with ISl m ark  specially 
mad for cattle
with superior Green 
Plasmas and high 
production potentials.

Jersy Protein rich, tasty, de­
oiled coconut cake.

K eyes Fort An invigorating feed 
supplem ent for cattle.

KS Suprem e Refined sunflower 
expeller oil.

Solvent Extracted 
C oconut Oil
R efined Solvent 
E xtracted Coconut 
Oil

Dairy products
G hee, Curd, Sambharam B utter M ilk and In 
Cream .

T he brand name o f m ilk  and milk prodm I'l 
is “ K S” and the brand nam e o f  Ice Cre.iiii i'l 
“ Vesta.

Types of Milk
There are m any different types o f  milk Sniiir 
depend on the amount o f  m ilk  fat prcsciii in ilif 
finished product. O thers depend on llic ivpn n| 
processing  involved. Still o thers depend on llit 
type o f  daii'y cow that produced the milk i nlipj 
types o f  m ilk are based on the type okpion'iitijnj 
involved. Pasteurized m ilk has been henird lo Idil 
any potentially  harmful bacteria. 1 l()iiio|.n'iilrt*!i 
m ilk  has had the milk fat particles lednn 'il in i jf t  
and uniform ly b lendedto prevent them lio iiiilil!t| 
to the top in the form o f  cream . Viliimni hni 
m ilks have various vitam ins added Mo'ii n 
sold in m arkets is pasteurized, homo('.l'llrt^^ll, 
vitam in-fortified. Grade A milk lelnm lo 
produced under sufficiently saiiiini v i oinl 
to perm it its use as fluid milk. Aboiii 9iiH 
the m ilk produced is G rade A milk |  
m ilk  is produced under condiimm, llnii imifej |  
acceptable only for m aniifaeltned inodiitii 
as certain  cheeses, where il mulriimiM fij|| 
p rocessing. Certified milk is pmdiKMtJ ii|| 
exceedingly  high sanitary .slniidnid!! iiiiil t l ; 
at a higher price than Grade A milk

Raw Materials
The average composition (d 'eow 's milk ii 
water, 3.7%  milk fat, 3.5%  pioimii, I 'tH  | |  
and 0.7%  ash. This comimsiiioii vni Ini 
to cow  and breed to breed, l ui eKitiiijtIfi 
cow s have an average ol'X5 (i"n w nlni



milk fat. These figures also var>' by the season o f 
the year, the anim al feed con ten t, and m any other 
(actors. V itam in D concentrate  m ay be added to 
milk in the am ount o f  400 international units 
(lU ) per quart. M ost low fat and skim  milk also 
has 2 ,000 lU  o f  Vitamin A added.
The Manufacturing Process
Milk is a perishable com m odity. For this reason, 
it is usually  processed locally  w ithin C ollecting: 
Dairy cow s are m ilked tw ice a day using 
m echanical vacuum  m ilking m achines. The raw 
m ilk flows through stainless steel or glass pipes 
to a refrigerated bulk m ilk tank. A refrigerated 
bulk tank truck makes co llec tions from daily 
farm s in the area within a few hours.
S e p a ra tin g : The cold raw m ilk  passes tlirough 
e ither a clarifier or a separator; this spins the 
m ilk through a series o f  conical disks inside 
an enclosure. A clarifier rem oves debris, som e 
bacteria, and any sedim ent that m ay be present 
in the raw  milk. A separator perform s the same 
task, but also separates the heavier milk fat 
from the lighter milk to produce both cream and 
skim  m ilk. The excess m ilk fat is drawn off and 
processed  into cream or butter.
F o rtify in g : Vitamins A and D m ay be added 
to the m ilk at this time by a peristaltic pump, A 
clarifier rem oves debris, som e bacteria, and any 
sedim ent that may be present in the raw milk. 
The m ilk is then fortified and pasteurized.
P a s te u riz in g : The m ilk— either whole milk, 
skim  m ilk, or standardized m ilk— is piped into a 
pasteurizer to kill any bacteria. There are several 
m ethods used to pasteurize m ilk. The most 
com m on is called the h igh-tem perature, short- 
tim e (H T ST ) process in w hich  the m ilk is heated 
as it flow s through the pasteurizer continuously.
H om ogen iz ing : Most m ilk is hom ogenized to 
reduce the size o f  the rem aining m ilk  fat particles. 
This prevents the milk fat from  separating and 
floating to the surface as cream . It also ensures 
that the m ilk fat will be evenly  distributed 
through the milk.
P a c k ag in g : The milk is pum ped into coated 
paper cartons and is sealed. T he cartons are 
stam ped with a “sell by" date to ensure that the

retailers do not allow the m ilk to stay on their 
shelves longer than it can be safely  stored.
C lean in g : To ensure sanitary conditions, the inner 
surfaces o f  the process equipm ent and piping 
system  are cleaned once a day. Almost all the 
equipm ent and piping used in the processing p la n t ' 
and on the farm are m ade from stainless steel.

Achievements/ recognition;
K erala’s first solvent extraction plant 
N o :l in processing coconut oil cake through 
solvent extraction in India 
Winner o f S.E.A. National Awards and State 
Productivity and Safety Awards for many yeai's 
Front-ranker in m ixed cattle feed production 
in India
Recognition from A nim al' Nutrition 
Society for contributions in cattle feed 
m anufacturing
K erala’s first export m ixed cattle feed 
First in South India to m anufacture and 
distribute bypass protein cattle feed 
The name trusted by m illions o f  people 
SEA AWARD -2005-06 - received for 16 
years consecutively

ISO Accreditation
lin jalakuda unit has been accredited with ISO 
9000:2000 registration by KPGM  Quality 
Registrat. Both the Daii7 un its’ at konikkara 
and Thaiayathu have been accredited v'vith 
14001:1996 by the sam e Quality Registrar. 
For the said Dairy units registration under ISO 
9000:2000 and HACCP is at final stage.

Competitors
T he c h ie f com petitors o f  the com pany are Kerala 
Feeds (Govt, initiated cattle feed co.), Godrej 
Cattle Feed, M ilma and m inor companies.

Financial Highlights
2002-
2003

2006-
2007

2010-. 
2011 ,

2009-
2010

(In
Lakhs)

(In
Lakhs)

(In
Lakhs)

.(In
Lakhs)

Sales and
Other
Income

18713.89 27551.91 45436.07 37227.89



G ross
P ro fit
(P ro fit
be fo re
D eprecia^
lio n  A n d

interest)

1 0 9 6 .6 7 8 9 0 .5 3 1 3 5 9 .8 0 1 9 1 7 .3 8

P ro fit ,
b e fo re
T a x

8 2 7 .8 5 3 5 6 .5 6 6 6 7 .3 1 1 2 6 6 .1 4

N e t P roH t 
a fte r Tax

5 0 3 .9 6 1 0 1 .3 5 4 4 9 .8 1 8 2 7 .2 7

S h a re ­

ho lders ' 

e q ­

u ity  (N e t  

W o rth )

2 . ) p 2 .9 6 2 4 4 5 . 7 6 3 3 3 5 .3 4 3 2 5 7 . 4 5

C a p ita l
l im -
p loycd

3 0 3 4 .2 0 5 4 3 7 ,5 4 6 0 6 5 ,5 2 6 4 1 9 . 5 7

G ross .
F ix e d

Assets

3 4 2 1 ,6 4 5 3 3 4 .3 4 7 2 2 0 ,5 8 6 9 5 6 . 6 4

S h iu e - 
h o ld ers ’ 
E q u ity  
per Share

7 1 .9 7 8 6 .3 2 1 0 4 ,2 3 1 0 1 .8 0

E arn ings  

p er share 

o f  10 each

1 5 .7 5 1 2 .5 6 1 4 .0 6 2 5 .8 5

D iv id e n d

R ale
1 0 0 % , 1 0 0 % 1 0 0 % 1 0 0 %

A detail analysis o f  the financial perform ance 
for the 5 years w as m ade. But due to the tim e and 
space constraints, the results o f  all the 5 years are 
not presented here.

Distinction That Make KSE Ltd Leader In 
Cattle Feed Industry
• Kerala ‘s .first solvent extraction plant
• No. 1 in processing coconut oil cake through 

solvent extraction in India
• W inner o f  SE A  national awards and state  

productivity and safety  awards for m any  
years

• Front ranker in m ixed cattle feed production 
. in India

• Recognition from  anim al nutrition society for 
contribution in the cattle  feed m anufacturing

• K erala’s first export m ixed cattle feed

» First m south India to m anufacture ami 
distribute bypass protein cattle feed 

» The nam e trusted by millions o f  people

SWOT ANALYSIS
Within the fram ew ork o f  the com petitivcm ''/, 
drivers and issues, the sm allholder daii\ 
sec to r’s strengths, w eaknesses, opporUinilir'. 
and threats have been assessed. The strcii)'.ih'. 
and w eaknesses are factors that are d iivc ib  
controllable, w hile opportunities and ihiv.ii'. 
derive from the external environm eni. I in 
SW O T analysis en tailed  m atching each o f  ilir.' 
elem ents w ith an appropriate action.

Strengths How to build on (linn

• Large number o f  
small and marginal 
farmeivs involved in 
dairying

♦ Strengtlien r i n  
nomic viabilih  m I 
dairy' farms In  m 
tcrvcnlions m i ih> 
inpul side as \w  II , i '  

ensuring n m i i  b il l  
farmer price,'.

•  An effective market­
ing channel helps to 
meet the demands o f  
the urban consum er

•  Increase the Iml b.
tween rural ..... In'
tion arcus ami m i I ' , h i  

markers

• Very large number 
o f animals and huge 
scope to enhance 
productivity

* Focus on sihiii'ili 
en inglhc iiulim mint 
breed lo h e lp  '.ii'niii 
canlly enli.im • pni 
duclivily

•  Self-sufliciency in 
m edicine production 
and do not have to 
rely on exports

•  Ensure ar.iibilnliit 
ofqtialiA  imdlilMHt 
by .siieiii'ilii'iiiiig 
rcgiilalnn Ihuiir- 
vvork Im ipiiilih

W eaknesses H o w  lo  n i l  11

•  Large share o f  milk • F o c u s  m i  1

(79-85% ) o f  mar- SUL’S i'U-W
kctable surplus goes fo rm a l  i b

through informal I r i l i i im i '  li

channel where qual- b y  e i i l i i i '

ity is a big concern q i ia l i iv  1' I

•  Som etim es quality « D e v e l n p  1

is an issue in the for- l i n e  a m i ii

nial channel as w ell e le a i i  m i l l  

tion

I l h l i l l l l M  ,,

m ln iilM lIt

I’milltfl

fino



W eak nesses H o w to  correct them

• Vety little com peti­
tion to cooperatives 
because private sec­
tor w as not allowed  
to participate in until 
recently

•  Support a fair play­
ing field for the pri­
vate sector

•  Fanners do not 
share in the benelits 
o f  high demand be­
cause o f  poor gov­
ernance o f  coopera­
tives

•  Bring about chang­
es in cooperatives 
to make them true 
representatives of 
farmers instead o f  
functioning as para- 
statals.

•  M ilk  production is 
scattered over a large 
number o f  farmers 
producing miniscule 
quantities

•  Support to dairying 
as an enterprise to 
encourage commer­
cial dairy' fanning 
and encourage pro­
duction and produc­
tivity by extension  
and breed develop­
ment

•  M ilk distribution is 
lim ited to urban and 
sem i-urban areas

•  Enhance packaged 
m ilk distribution in 
more areas

•  L ow  milk prices 
because o f  lower 
prices declared by 
cooperatives, which 
results in low prices 
o f  m ilk paid by all 
players

•  Strengthen dairy 
farmer cooperatives 
to enable farmers to 
get a higher price for 
milk

•  A d hoc export poli­
c ies  and a ban on 
exports

« Create rational ex­
port policy to en­
able farmers to take 
advantage o f  higher- 
prices

•  Q uality o f  milk and 
m ilk products are 
a barrier to entrx' to 
the export market, 
especially  the EU 
and the U SA

•  Strictly implement 
quality regulations 
and improve infra­
structure and train­
ing for quality

•  Lack o f  policy focus 
on strengthening in­
d igenous breeds

•  Strengthen the breed 
developm ent pro­
gram m es

•  N on-existent exten­
sion  facilities

•  Strengthen exten­
sion facilities

W eaknesses H ow  to correct them

•  Farmers’ prices are 
not based on fat 
measurement, which 
affects their profit­
ability

•  Create .policy regu­
lations to -make' 
mandatory testing 
as a basis for setting 
milk price

•  Because o f  low ac­
cess to credit and 
risk-taking ability, 
farmers cannot in­
crease their herd size

« Increase access to 
credit through dairy 
farmer organizations 
and other agencies

O pportunities H ow  to pursue them'
• Increased farmer 

incom e by exploiting  
the high demand

•  Create policies 
and activities 
geared tow'ards 
enhancing . dairy' 
farming activity 
by increasing, 
p 1- 0  d u c t i 0 n , 

productivity and 
ensuring fair farmer 
price o f  milk

•  Increased consumer 
sophistication and 
awarene.ss o f  quality- 
reception o f  quality- 
packaged products 
(though slowly)

• Establish enabling 
policy  environment 
to enhance 
investm ent •

•  Entry o f  large 
corporations in 
retailing, which 
can lead to more 
investment

•  Create policy  
support to enhance 
governance o f
producer companies

» lmmen.se scope to 
enhance governance 
o f dairy farmcr 
organizntions and thus 
enable dairy famiers to 
demand higher prices

» Focus on quality 
issues that are a 
barrier.to exports

•  Potential for exports 
due to low cost o f  
production

•  Encourage private 
sector to increase 
investm ent in 
dairying

•  Overall positive 
grow-th environment, 
which is triggering 
tire Government to 
enhance infi-astmeture



Threats H ow  to avert them
•  ■ Large portion o f  the 

population does not 
care about quality' 
issues in milk

•  Initiate consum er 
education about the 
negative health im ­
pacts o f  unpackaged  
products

# Because o f  high  
price’ sensitivity for 
dairy' products, peo­
ple are not w illing to 
pay for quality

•  D evelop packaging  
in small quantities 
to meet the needs o f  
the poor

•  Significant increase 
in maize prices can 

. increase feed prices

•  Increase milk prices 
in accordance w'ith 
feed prices

•  Large . informal 
markets that extend  
credit arc constrain­
ing farmers

•  Support expansion  
o f  dairy farmer or­
ganizations

Low productivity' 
and scattered pro­
duction leading to 
high cost o f  trans­
portation

•  Enhance productivi­
ty by breed im prove­
ment and extension

•  Emphasis on milk 
fat and not on SNE  
content maintain­
ing relatively lower 
prices-of milk

•  Enforce price setting  
o f  milk based on fat 
and SNF content to 
encourage produc­
tion o f  cow  milk

Conclusion

T he dairy sector should com e out with a tim e- 
bound action plan in arm ing itself with g lobally  
available latest technology tools. Sim ultaneously, 
research and developm ental efforts should be 
initiated for indigenization-cum -innovation 
o f  technology, as it had done. Significantly, 
the dairy sector is prim arily  environm entally

com patible hom e-grow n technology reliant and 
once it acquires the m icro-enterprises status, 
it would be in advantageous position also to 
derive the benefits o f  the global carbon credii 
trading. Such initiatives would enable the 
Indian dairy' sector, as a whole, to adhere ihc 
prescribed international sanitary and hygiciir 
standards. A lthough environm ental awarcncs'. 
has not yet m ade any m ajor im pact on (lir 
consum ers’ purchasing  behaviors, but the wa\' 
the environm ental initiatives are catchiii|', up 
globally, the days are not far away when cai boii 
footprint labeling on food products, includiiin 
m ilk and milk products, w ill be strictly eiifon rd  
by the global trade bodies like W TO. Thus I )aii \ 
Sector is significantly contributing to Ihe loud 
security o f our grow ing population. KSli I id . 
contributes significantly to the growth o f  d.iiii 
sector and econom ic developm ent o f  India
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