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ABOUT THE PROJECT

This document was developed within the project “Food
and Agriculture SME Support Initiative (FASSI)” fun-
ded by the European Union and implemented by the
Georgian Farmers’ Association together with its part-
ner organizations: ISET Policy Institute, Civil Develop-
ment Agency (CiDA), Export Development Association
(EDA), and Association Atinati.

The project’'s main objective is to strengthen the capa-
city of Business Support Organizations in the food and
agriculture sectors so that they may more effectively
assist their members to comply with the new regula-
tions and gain access to the EU market.
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1. INTRODUCTION

On April 3¢, 2015, the government
of Georgia adopted the Technical Reg-
ulation on Milk and Dairy Products that
was enacted on August 1%, 2015. The
technical regulation aims “to determine
unified principles for regulating pro-
duction, processing, and distribution
of milk and dairy products as well as
the protection of customers’ rights”. It
provides definitions of terms “milk and
dairy products”. The main objects of
the regulation are raw milk and cream,
drinking milk and cream, lactic acid
products, butter, cheese and cheese
products, and byproducts of milk (prod-
ucts obtained while processing dairy
products).

As of July 1%, 2017, according to the
changes in the regulation, the use of milk
powder in cheese production is prohibited.
Butter has been regulated as well. Based
on this regulation, it is unacceptable to use
the word “butter” on the label including
the name of a business operator when a
product contains vegetable or any type of
fat other than milk fat'. In case of violat-
ing these rules, the business operator will
receive a fine in the amount of GEL 400
for the first violation; if the same business
operator commits a violation again within
a year, the fine will increase to GEL 1200.

The reason behind adopting this tech-
nical regulation was the fact that the milk
and dairy products available on the Geor-
gian market did not correspond to the
food label, which proved to be misleading
for customers. Thus, the main goal of the

1 Excerpt from http:/nfa.gov.ge/ge/media-centri/
axali-ambebil/siaxle1/rdzis-tegnikur-reglament-
shi-cvlilebebi-shedis.page, 2018.
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regulation and its amendments is to pro-
tect customers’ interests.

The goal of this research is to de-
termine how the implementation of the
technical regulation is taking place and
what difficulties have arisen in the pro-
cess. The information presented in this
paper is based on statistical data, inter-
views? conducted with experts, individ-
ual farmers, cooperatives, representa-
tives of the private sector, government,
non-governmental organizations and
associations, and the results of online
customer survey.

2. CHALLENGES

Despite the fact that adopting this
technical regulation protects custom-
ers’ interests, the following three im-
portant subjects prevent the regulation
from achieving its main goal:

1. Nonexistent control mechanisms
for natural persons at the stages
of producing, processing, and dis-
tributing milk and dairy products;

2. Lack of control mechanisms for legal
entities at the stages of distributing
milk and dairy products;

3. Consumers’ low awareness of their
role in supporting the state’s enforce-
ment of technical regulation on dairy
products.

2 Intotal, 15 interviews were conducted.
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2.1 Nonexistent control
mechanisms for natural persons
at the stages of producing,
processing, and distributing
milk and dairy products;

The lack of control towards natural
persons is caused primarily by the ex-
isting legislative framework in Georgia.
Today'’s legislative framework is attuned
to the poor socio-economic conditions
of natural persons and grants them cer-
tain reliefs in the registration process as
a food producer, as well as in terms of
recognition. The control that the Food
/Animal Feed Safety, Veterinary and
Plant Protection Code implies does not
apply to natural persons who are classi-
fied as family production entities/family
holdings. According to this definition, a
family production entity is a natural per-
son who produces food/animal feed,
and/or primary production in an unorga-
nized manner and/or for personal use.
Thus, the requirements of the code do
not apply to family farms who qualify
as family holdings. Additionally, the re-
quirement of being registered as a food
producer does not apply to them either
in spite of the fact, that this requirement
is mandatory for anyone who produces
primary food products (including, fruit,
livestock breeding, fishing, wetland
farming, and collecting milk) with the
purpose of further selling. According
to the law, if a natural person (a family
holding) engages in primary production
(for example picking fruit from their own
yard and selling it locally, unsystemati-
cally) in an unorganized way and/or for
personal use, he/she is not obliged to
be registered as a food producer.

IN addition to registration relief, this
type of natural person (family holding) is
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freed from the requirement of being rec-
ognized as a business operator.

Thus, according to the existing law,
natural persons have considerable ad-
vantages compared to legal entities, be-
cause natural persons are not obliged to
be registered as business operators and
to be recognized later, if they do not sell
their products regularly in an organized
manner. However, based on experts’
opinions and research conducted by pri-
vate companies in milk and dairy sector,
natural persons sell milk and dairy prod-
ucts regularly in an organized manner,
and most of them are not registered as
food producers and they have not un-
dergone the procedure of recognition
either.

Statistical data also reflects the im-
portant role of family farms (unregis-
tered natural persons) in milk and dairy
production; according to the data, milk
in Georgia is mainly produced by family
holdings, while the share of agricultural
enterprises in total milk production is
quite low and was slightly above 2% in
2017.
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Diagram 1: Share of family holdings
and agricultural enterprises in total
milk production
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If we look more closely at annual
trends, we see that the share of enter-
prises in total production has been in-
creasing, but rather insignificantly.

The activities of unregistered natural
persons are especially problematic in
cheese production. Cheese is the most
in-demand dairy product in Georgia, and
most of it is produced by unregistered
and unrecognized producers. Some of
these producers are small-scale produc-
ers, however, there are also some rather
large unregistered enterprises whose
activities are not controlled by the Na-
tional Food Agency (NFA).

These producers sell their product on
street counters, at agricultural markets, in
neighborhood shops, or through interme-
diaries. In all of these cases, there is a
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lack of control from the authorities (in the
case of street counters, the patrol police
and in the case of agricultural markets
and neighborhood shops, the NFA) that
can be clearly observed by the unhygienic
conditions that the customer encounters
at street counters or agricultural markets.
Apart from unsatisfactory hygienic condi-
tions, usually cheese at agricultural mar-
kets is not packaged and labeled. While
this does not mean that the seller does
not have the information equivalent to
what would be on a label, the documen-
tation is, however, not placed in a visible
location. Thus, the customer should ask
for the documentation if he/she would like
to see it, and this could cause dissatisfac-
tion on the part of the seller.

Based on the assessments of private
sector representatives, the value of milk
and dairy products in Georgia is about
USD 0.6 billion. According to them, only
5% of the product is sold through orga-
nized trade channels. The rest is sold by
practically uncontrolled means.

Since the majority of cheese pro-
ducers are unregistered, it is difficult to
say how many producers there are in
the country. However, the distribution of
cheese production between family farm-
ers and the private sector is more or less
known. For example, in 2015, the total
amount of cheese produced in Georgia
amounted to 68.5 thousand tons® out
of which 93% 63.8 thousand tons, was
cheese produced by family farmers, and
enterprises’ share was therefore 7%.
Compared to 2014, the value for private
enterprises more than doubled in 2015.
In 2014, private enterprises produced

3 Excerpt from: https://sputnik-georgia.com/

actual/20170508/235891983/ratom-aris-
momgebiani-imeruli-kvelis-rdzis-fxvnilit-
carmoeba.html, 2018



100%-%g 89@o@ aonbstws. 2014 Bgml 39mdm
LoBMIMgdds 2.3 smdbo Gmbs sBsdmgl. y3g-
0ol Bomdmgdedo 396dm Lobsmdmgdal boemals
BOolb Bgbrgbzns ©350dggdgmos, ormd(3e
3o dogM Bamdmgdymo yggmol Gommgbmdos
33og 330690 mgsbyma 3gnmbgmdgdals Bom-
3m9d0b EMbgbmsb dgmamgdao.

g0 LoboMdmgdol oo Barmnwsb go-
3m3nbafg, emgbomgmdam yzgmol dabfnb xdg-
&9bo BsBagma ) 3mMbGHMEME©ss @aMhgbaemn, Mo
a5dmnbo@gds Bom8mgdab, @ob@madazonbs o
359400030b Lagygbmgddg otedbmemmeo LyMbamab
13698mmdals 30bndsmdo 3Mod@ngalb sfMembg-
dmdom, sMsedg nbgon 3Mmedonlb Botdmgdoom,
m3geoy Mgamadgb@olb mebsbdsw o6 dggbo-
d5d9ds yggmb. dobmdMngswm brogds seoagbaemo
&dab (9.6. dob 3b360emab) as8myqbgds s Gidals
gbzboemom bamdmgdamon yzgmabadmn 3Mmeon-
J&0b ,y39ma” Jobmegds 3mdb3stigdemabomgal.

0536535 2: 656:3dmgdeema mdabs s
033mEG o Gdob ggbz60emol? Gomogbmads

,AdNLY ) AdNL 63BIA3NL*BILILIS BIIENIIAN
£J8238360NL ITLAILIINL LARNTICIIBN

3MeNBNaNL 63633330

2.3 thousand tons of cheese. The grow-
ing trend in private enterprise production
looks hopeful, but the amount of cheese
they produce is still low compared to the
production level of family farmers.

Based on the large share of family
farmers in total production, most of the
cheese market remains uncontrolled
today. This can be observed not only by
the minimal food safety practices at the
stages of production, distribution, and
sale, but also by creating such products
that, according to regulation, do not
meet the definition of cheese. Reconsti-
tuted (“powdered”) milk is used in large
quantities and the “cheese-like” product
obtained from powdered milk is sold as
cheese to customers.

Diagram 2: Amount of produced raw
milk and imported powdered milk*
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Raw milk production and imports of milk powder
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Source: Geostat and Ministry of Finance of
Georgia, 2018

4 Foreign Economic Activity National Commodity
Nomenclature 040210 and 040221,
corresponding sub-categories.
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Diagram #2 shows that milk pro-
duction has been declining for the last
4 years while the amount of imported
powdered milk has been increasing. It
is worth mentioning that the dynam-
ics are different for cow milk and for
sheep and goat milk. Production of
the latter has been observed to have
an increasing trend. Since 98% of
milk (518.1 min. liters) is produced
from cows, the overall value is still
declining.

As for powdered milk, in 2017
Georgia imported it from 19 coun-
tries. The main import countries are
Ukraine, Iran, and Turkey (Diagram
#3). The remaining 16 countries make
up 47% of total imports. Per an in-
terview with Ukrainian experts, pow-
dered milk is produced from the low-
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est quality raw milk in Ukraine, which
might signal relatively low quality of
milk powder. In general Ukrainian
milk and dairy sector is very well de-
veloped and the milk produced in the
country is classified in different cat-
egories (e.g. first, second, etc.) and
different dairy products are produced
from different categories of milk. In
the case of powdered milk, as already
mentioned, the lowest category of
milk is used. This type of milk is not
dangerous for health since it is pro-
duced according to food safety stan-
dards, but its benefits are very low.

Generally speaking, using recon-
stituted milk is not prohibited by law
unless it is used in producing cheese
without the corresponding label.
However, problems emerge when in
addition to reconstituted milk, veg-
etable fat is used instead of milk fat
and these goods are still sold as dairy
products. This is a proven method
that decreases production costs but
also diminishes the health benefits
of the final product. Additionally, if we
take into account the fact that the veg-
etable fat usually comes from techni-
cal palm oil, the product not only los-
es it benefits but becomes harmful for
human health due to trans-fat®, which
is synthetic fat that the human body
cannot process.

5  An unsaturated type of fat that is obtained by

processing unsaturated fat at a high temperature
through hydrogenation (treating with hydrogen)
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Diagram 5. Vegetable fats and oils
importing countries, 2017
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6  Vegetable fats and oils and their fractions, either

6 3(396Mgamo (3608930 > Bgmgdo ©s Bomn GMag30gd0, as a whole or partially hydrogenated, Vegetable
8orm0sbo@ 96 BoBarmmdng dnMmagbobgdamo, aswmenbdg- fats and oils and their fractions, either completely
ﬁg@aﬁmtgn@nﬁgb‘a@n, 630@)3({70({;0@0&36‘3@0 N 9S00~ or partly hydrogenized, transmitted, re-metered,
BoDgdmmo, sGaMogabofMgdama o6 HognboMgdamn, doasd recycled or elided, unrefined or refined, but
dg8amBn  @a8xdog980L  aomgdg.  LagaMgm=-g3mbmdogno without further processing. Foreign Economic
Log8006mBal gBmgbyma Labogmbeam Bmdgbgmogn®s (Lgb Activity National Commodity Nomenclature,

9b6) = 151620 o Jgbadsdabo dggze@gamngdo.

151620 and corresponding sub-categories.
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As Diagram #4 shows, imports of
vegetable fats and oils have an increas-
ing trend and these imports mainly come
from Azerbaijan (61%) and Malaysia
(31%).

It is also worth mentioning that pro-
ducing milk and dairy products violating
the law does not happen only in rela-
tively small scale family farms but also
in unregistered processors. Research
has revealed that there are large en-
terprises among the unregistered pro-
ducers who process a large amount of
milk daily. There are many small unreg-
istered milk processors as well. Due to
the lack of control mechanisms, regis-
tered and unregistered enterprises are
in unequal competition.

2.2 Lack of control mechanisms
for legal entities” at the stages
of distributing milk and dairy
products

It is also worth mentioning that reg-
istered enterprises do not follow best
practices, either. In 2017, the NFA
checked 105 enterprises producing
milk and dairy products, out of which
61% (68 business operators) were
fined. Out of 105 enterprises that have
been checked, 42 inspected enterpris-
es were cheese producers and 2 out of
them violated food safety standards.

In June 2018, out of 21 inspected
cheese samples, only 1 (4.8%) proved
to include vegetable fat and out of 6
butter samples, none included any veg-

7  Registered business operators
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etable fat. The situation is somewhat

complicated in the case of brucello-

sis: out of 101 raw milk samples, 20

(19.8%) were infected with brucellosis.
Additionally, information provided

on labels from registered enterprises
can be confusing for customers, and
can be classified as an attempt to de-
liberately mislead customers. A few ex-
amples are presented as follows:

1. Using so-called A and B categories
on the package to inform customers
whether a dairy product is produced
using reconstituted or raw milk. This
gives enterprises the opportunity to
avoid clearly presenting the fact that
the product contains powdered milk.
Enterprises take advantage of the
fact that customers have no infor-
mation about the existence of these
categories and even if they know
about them, might not know where
exactly the indication is placed on
the package.

2. Nearly identical products from the
same brand might have different (A
and B) categories. For example, va-
nilla-flavored cottage cheese might
have the category A sign on it, while
the cherry-flavored product from
the same brand might be category
B. This can mislead the customer
since in the case of the same brand
and line, most customers logically
assume that the flavor is the only
difference.

3. Another case is when products
based on powdered milk are la-
beled so that they are associated
with cheese. Examples of these
labels include: “Imeruli”, “Chkinti”,
“Sakhachapure” and so on. These
names are definitely associated
with cheese and customers assume
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that those products are cheese.

It is worth mentioning that not one
of the above-mentioned cases can be
considered a violation of the law. How-
ever, they definitely mislead customers
and thus, damage their interests.

Lack of food safety control can be
observed in retail stores as well, where
storage conditions are violated and un-
labeled dairy products are sold on the
shelves. The latter is especially fre-
quent when it comes to cheese.

2.3 Consumers’ low awareness

Even though the state is officially re-
sponsible for controlling dairy-produc-
ing enterprises, this role should also
be shared by consumers, who often do
not realize their role in enforcing and
generally introducing food safety best
practices.

During the research, milk producers
and representatives of the NFA also
referred to consumers’ low awareness
and passive approach to the implemen-
tation of the regulation. More specifical-
ly, it was noted that consumers have
low awareness when it comes to their
role in the implementation process of
the regulation.

In order to find out how well-aware
consumers are of the regulations in the
dairy sector and how they act when
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14% — 33065380 gombgm. Hgb3mbogbdms 1%
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50bab0dbog00, M3 MgbdmbrgbGoes Mwargbo
6obaemo (86%) Mdgl o6 Gdab 6s6sM3L biy3g-
356139@980b Jbgedo yomEmdl, brenm Jgos-
gd0m 33069 bsBaemo (30%) — 360l Bogabos-
Lo s BgMBgMgdabash (22%). Hqbdmbogbdome
bemme 9% yonmmdl Mdob 3Gmod8 gL
3@ dobatdn (nsgsds 7).°

8 a03mzombymoms JgHBggal BmBob bodz060b asdm, Bgogagde
306 396bmasmgds dogmo  g3gybol 8oLd@edom. aoMms
580bs, 3060k asdmgombgs Ro@eMms 0bGgMmbgdom, 856
3bmmme  dmdbdsmgdgmas ob  bgadgbBo Bmasgzs, Fobags
2d3b BgmBs 0b@gmbg@msb. dgbadadabaw, o8 bgadgbBob
3obigbgdo dgadmgds o6 asdmba@ogogb bbgs bLgagdnb@gdal
8mbobMgdgdl.

9 9gbadgbs: bmgagfon  goobgzolb dgdmbgggeda, gbdmbogh-
&93b 3ggdmmon He8rg60dg 3oM06G b 5Mhg3s, dgbodadobag,
506036 dg8mbzg39830, 3sbgbol mommgnmo 356056@0b
8gbadadabo 3Gm(396@gd0b Koo smgds@gds 100%-b.

encountering a violation, an online sur-
vey was conducted. 685 internet users
participated in this survey?, out of which
19.3% were men and 80.7% were wom-
en. Most respondents belonged to the
following age groups: 20-29 (33.7%),
30-39 (33.7%) and 40-49 (16.9%). The
majority of respondents (63%) were
employed (hired), 14% unemployed,
13% self-employed, and 12% students.

To the question of how often they buy
milk or dairy products, 50% responded
that they buy dairy products 2-3 times
a week (Diagram #6). According to the
survey, 26% of respondents buy milk or
milk products every day and 14% once
a week. 1% of those surveyed stated
that they do not purchase dairy prod-
ucts at all. It has to be mentioned that
the largest share of respondents (86%)
buy milk and dairy products in super-
market chains and only a small share
(30%) in neighborhood shops or from
farmers (22%). Only 9% of respondents
purchase dairy products at agricultural
markets (Diagram #7).°

8  Due to the low number of respondents, the results
cannot be generalized for the whole country.
Besides, since the survey was conducted online,
it encompasses only the segment of consumers
who have internet access. Accordingly, the
answers of this segment may not reflect the
opinions of other segments.

9 Note: for some of the questions, respondents
could choose more than one answer, thus,
in these cases, the total percentage for each
response is more than 100%.
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Diagram 6. Frequency of buying
milk and dairy products

56 dmgobdsm Mdals

3Omd@gdb
Do not consume milk

and dairy products at all

®39080 (8009b65%96dg
Afew times a month

330680 2-3-x96
2-3 times a week

3306580 gFobgem
Once a week

§M30RRogHoR
Every day

Diagram 7. Place of purchase of
milk and dairy products
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909mms 3Md3mabmds  Jombymmmdl g8on-
398L. 9x86m 89803, 08 Mgbdmbogb@os 82%,
3oy ymggmeEemamdse odgbb Mdgbs o
dab 3MmMMdEgdLb, ymazgmmzgalb ombymmdls

The research revealed that most
respondents read the label. Even
more, 82% of those respondents who
buy milk and dairy products daily al-
ways read the label, and out of the



DIFFICULTIES OF IMPLEMENTING THE TECHNICAL
REGULATION ON MILK AND DAIRY PRODUCTS

POLICY PAPER

980398L, bmemm 03 MaL3mbwbEgdabomgal,
Gm3mgdocs 3306sda 2-3-% 96 yomrmdgb Mdgbs
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(003585 8). 508mRbms, Hm3 Mgbdmbrogbd)g-
dab 39@qbmds (86%), GmImgdoz 3zoMado
960bgm 0dgbgb Gdglb o6 Gdab 3Hmond@L,
4m3ggmm30l Joobaemdl 9@039@L. B3 Jggbgds
dom, 3063 m3990 MadwgbxgMdy 0dgbl Mdgbe
s Mdob 3GmEd@b, dsmn 1858 gbmds (53%)
30obammdl g8n3g@b, 3oaMed oM ymggmmogol.
3m3boMgdgmms 53 KaRdo egogboMms y3g-
moDg 33069 BomEgbmds 08 3mdbdamgdemgdabs,
306(3 ymzgmogol joombmmmdl g&oggdL (47%).

o3 9ggbgds Mdabs s Mdalb 3Mmead8gdol
396hRg30L 3E0@gM0M3g8L, scdmRbrs, ™3 yzg-
oDy 8603369mm3560 360@gMnmdn, Hmdgmbscs
3m3b3atgdmadn 0mzomabBobgdgb Mdabs o
dob 3OmEe8gdol dgmbgzobols, oMol gows
(85%), 399qa dMgbrn (52%), 36sMmImgdgemo
9394565 (41%) s gabo (40%) (nog®ads 9).
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respondents who buy milk and dairy
products 2-3 times a week, 71% read
the label (Diagram #8). It turned out
that the majority of respondents (86%)
that buy milk or dairy products once
a week always read the label. As for
those that purchase milk and dairy
products a few times a month, most
of them (53%) read the label but not
always. This group of people had the
lowest number of people who read the
label (47%).

As for the criteria for choosing milk
and dairy products, it turned out that the
most important criterion that custom-
ers take into account when choosing
a product is the expiration date (85%),
brand (52%), producer country (41%)
and price (40%) (Diagram #9).

Diagram 8. Frequency of reading
milk and dairy product labels
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Do You Read Milk and Dairy Product Labels?
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Every day
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2-3 times a week
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27%
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Once a week 86% 14%
®3930 M3wgbxgMadg 5 o
A few times a month 47% 53%

. ©0ob, ygmggmogal . 0ok, dmax g
Yes, sometimes

Yes, always

56 ggoobymmd
Do not read at all
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Diagram 9: Criteria for choosing
milk and dairy products
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What Do You Take Into Account When Choosing a Milk and dairy Product?
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o3 9996905 Lg@bamab 93698mmmdab, Mgb-
3mbgb@ms 41%-8s 50b0dbs, Hm3 v6 3Jmboos
dg8mb3g39, Mm(zs 8ab Boge dgdgbaemn dy b
®dob bsbaBo o6 oym 0369890 (osgMeds
10). 8bmemmee 3ssasbmmo 3Gmd@ b dgdg-
6ol dg3mbzgzs 3dmbos Mgbdmbrgbdos 10%-U,
Gm3gmms 41%-b 50bodbmen god@dyg sMsbsntin
95300905 o6 dmybogbos. Mgb3mbogb@oms
26%-b 3Jmbos d53mbggze, Bms Jgbsbgal
35000 (370 ngm, doaMs3 3ab Boge dgdgbaemn
3Omd@o Logdgmom M3omgnbo sdmBbs.
5mb0dbymo gad@ob dqbobgd 54%-8s omasboals
00653903 gmb dgo@ymdabs, bmemm 44%-1
B0J@dy oM3bantn MgegnMgds o6 dmmbogbos.
9b3mbogb@ms 23%-b 30 mMo3zg dg8mbzgzs
3gmbos. 50bndbmymo god@ob Bgbabgd 57%-8s
33eog 3oob00lb mebsddmmdgml dgo@ymdabs,
bonenm 38%-b sGabsnfn MgognMgds o6 dma-
bogbos. Mbos 50bndbmb ob, ™3 smmag-
30L 53mAgbal dgdmbggzedn, Mgbdmbogb@gdo
bogmgdae 30dsmmaggb LyyMbamalb gHmgbyemo
LodggbE™ML (3bge boDLs ©s BmMbdamgdgmms
sbm(znsz0sb (Momxmarebeli.ge).

As for food safety, 41% of the re-
spondents stated that they have never
had an incident of a milk or dairy product
that they purchased being unsafe (Dia-
gram #10). 10% of those surveyed had
purchased an expired product and 41%
of those people did not react in any way
in response to the issue. 26% had a
case when the product was not expired
but was not edible. 54% of respondents
notified shop consultant about this
case, while 44% of respondents did not
react at all. 23% of respondents had
both cases. 57% of respondents who
had both cases, informed an employee
at the store and 38% did not react in
any way. It also has to be mentioned
that in case of violations, respondents
do not usually address the NFA hotline
or the association of customers (momx-
marebeli.ge).
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Diagram 10: Frequency of violations
and response from customers
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65%-b o6 L3gbos ,Gdabs s Mdab 6sbaBabs
dqbobgd® 8gdboznmo Mgamsdgb@nl dgbobgd

(c000gsds 12).

It is worth mentioning that the ma-
jority of respondents (55%) do not know
whether the safety of milk and dairy prod-
ucts is checked regularly and 15% be-
lieve that milk products are not checked
(Diagram #11). The research showed
that 65% of customers have not heard
about the technical regulation on milk
and dairy products (Diagram #12).
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(000g®58s 13). @gdbognco Mgams8qgbBol  television (41%) (Diagram #13). 24% of
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Diagram 13: Source of information
about the regulation
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It should also be noted that 15.3% of
the respondents who had the information
about the technical regulation mentioned
that after finding out about the existence of
the regulation, they read it carefully; 29.4%
have read it briefly and the majority of re-
spondents (55.3%) have not read it at all.

Based on the survey, it can be con-
cluded that despite the majority of cus-
tomers reading the label when buying
milk or milk products, most of them have
not heard of the technical regulation and,
thus, might not know that it is prohibited
to produce cheese using powdered milk.
However, the most important fact is that
in case of buying an unfit product, the in-
formation does not reach the NFA. When
discovering a violation at a store, the ma-
jority of respondents inform the store only,
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which does not prevent an unfit product
from being placed on shelves again.
Thus, the majority of customers do not
help the government in implementing
the regulation. This is not surprising
because the majority of respondents do
not know whether milk and dairy prod-
ucts are being checked or believe that
they are not. Based on this information,
it is quite possible that the customers
do not know who to inform in case of a
possible violation.

3. WAYS OF SOLVING THE PROBLEM

In order to implement the techni-
cal regulation on dairy products, it is
essential for all the stakeholders to be
actively involved in the process and re-
alize the role they are playing in it.

The modern approach to food safe-
ty joins the efforts of the government,
customers, and the private sector in
order to implement food safety stan-
dards. This is due to the fact that the
state alone cannot fully ensure effective
execution of regulations given its limit-
ed resources. Similarly, it is impossible
for the private sector alone to solve all
the existing problems in the dairy sec-
tor. The joint efforts of the state and the
private sector should be strengthened
by the active involvement of custom-
ers. Apart from these three parties, it is
essential for civil society organizations
(CSO), business support organizations
(BSO), and different associations to be
actively involved in the implementa-
tion process of the technical regulation
(Chart #1).
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BmamO(3 339308 ohzgbs, Mgamsdnb@osb As the research showed, the stake-
o393d06gdmem 3batggdl o6 ofzm LEyma  holders have not wholly fulfilled their role
35m300(36mdogMgdemo magabo Gmmao Gdob  in the process of protecting customers’
LgdEMEIo LyALsmab M3698emmdobs s 8mdb-  interests in terms of food safety in the
doMgomgdol 0b@gMgbolb ws330L gmoboo,  milk and dairy product sector; this signifi-
65(3 36033b69mm3bs sg3gMbgdl Mgamadgb@ol  cantly hinders the implementation of the
>bEMmgdsbL. regulation.
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4. RECOMMENDATIONS

4.1. Improve the legislative
framework and elaborate
mechanisms for enforcing new
regulations

The existing legislative framework
offers significant advantages to natural
persons; thus, it is essential to improve
the legislative framework and make it
stricter. It is also necessary to elaborate a
complex approach that will be directed to-
wards solving the problems existing in the
livestock sector since the primary source
of safe milk is healthy livestock that is ac-
counted for in the electronic animal reg-
istration database and has been vacci-
nated correspondingly. The state has al-
ready made a few steps in this direction:
parts of a new regulation regarding the
livestock sector either have been enact-
ed or will be enacted in the nearest future.
The following points are to be noted in
this direction:

1. Since January 1st, 2018, a new regu-
lation has been enacted that prohibits
slaughtering cattle that are not ear-
marked and, thus, are not accounted
for in the electronic database of ani-
mals. The existence of such a data-
base is essential to ensure traceability.

2. Since January 1st, 2019 a new reg-
ulation has been enacted according
to which it is prohibited for those
receiving and processing milk to re-
ceive milk from unidentified cattle.

3. Starting from January 1st, 2020 it will
be mandatory for food producers to
be registered as business operators.
This will solve the issue of unregis-
tered family farmers and enterprises
on the legislative level.
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Two of the above-mentioned reg-
ulations are not directly related to the
implementation of the technical regula-
tion but influence it indirectly anyway.
The third is directly related to the reg-
ulation since it is directed towards the
prohibition of uncontrolled production of
milk and dairy products by unregistered
family farmers. The last regulation does
not have a written, formal formulation
yet, and it is rather vague how the reg-
ulation will be implemented.

Despite the fact that elaborating the
above-mentioned regulations is a step
forward, it is critical that the enactment
of these regulations not be postponed.
It is likewise important to work on the
implementation mechanisms, since
these mechanisms do not exist and ac-
cordingly, it is vague how the state will
execute all three of them in the future.

Additionally, it is recommended to
make regulations stricter for legal enti-
ties as well, so that the labels they use
become understandable and less mis-
leading for customers. It is essential to
determine unified principles of labeling,
so that the same terms are used when
describing the ingredients on the label.
Today, there is no such requirement and
business operators use different terms
when describing the ingredients which
becomes confusing for customers.

4.2. Elaborate incentive mecha-
nisms for vulnerable groups
In order for the technical regula-

tion to be implemented, it is essential
to create incentives for family farm-
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ers so that they register their cattle in
the electronic database regularly and
register themselves as business oper-
ators. Solely making control and sur-
veillance processes stricter cannot en-
sure the implementation process. This
is why, combined with enhanced con-
trol, it is important to also offer advan-
tages to the family farmers who act in
accordance with the law. It is essential
that the state has special measures in
place to solve the social problems that
will follow the structural changes in the
dairy sector starting from 2020. Exam-
ples of such measures are state proj-
ects in food production, the veterinary
sector, etc. where the state covers a
part of the farmer’s costs, or in other
words subsidizes them.

4.3. Promote the development of
intensive farming

In order to overcome the challenges
existing in the Georgian dairy sector,
it is essential to promote the develop-
ment of intensive farming since using
reconstituted milk massively in milk
and dairy production is not caused only
by producers’ desire to minimize the
production costs by using cheap pow-
dered milk, but also by the fact that milk
production has a seasonal character
in Georgia and there is a lack of safe
and high-quality raw milk in the country.
This deficit is caused by the following
challenges in the dairy sector:

e Low productivity of cattle caused
by the existing problems in food
production, the lack of pasture, the
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necessity for improved breeds, and

SO on;

e Problems in veterinary services;
family farmers do not undertake
preventive veterinary measures
because they want to save some
costs. Besides, there is a lack of
qualified veterinarians in the coun-
try that leads to the spread of var-
ious diseases (brucellosis, mastitis,
zoonosis, etc.) and the uncontrolled
use of antibiotics.

Small family farms have no ability to
solve the above-mentioned problems
with their own limited resources. This
is why it is necessary to increase the
scale of farming and develop intensive
production.

4.4. Conduct information cam-
paigns in order to increase cus-
tomers’ awareness

Currently, information campaigns
are sporadic and customers’ awareness
regarding the composition of dairy prod-
ucts is low. Customers are not aware of
the positive and negative effects of pow-
dered milk and do not know how to act
when the regulations are violated.

It is essential for the private sector to
invest in information campaigns in order
for the public to have information about
the potential threats of purchasing dairy
products without labels and the dam-
age it can cause to customers’ health.
Business support organizations and civil
society play a large role in this process.

It is essential for the NFA to pro-
vide information to society about the
new regulations in a more user-friendly
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manner. This type of information should
be provided not just once but rather
periodically. Apart from this, it is import-
ant that customers know where to call
or who to address in case of a viola-
tion. At this stage, the NFA hotline is
not known to the general public, which
hinders customers’ reactions. It is also
necessary to ensure comprehensive
consultation for producers or custom-
ers in case they need it. Nowadays,
there are often cases when a produc-
er addresses the NFA regarding labels
and receives vague answers. Thus, it is
important to improve the competence
of NFA employees as well.

4.5. Strengthen CSOs, BSOs and
associations

Strengthening CSOs, BSOs and as-
sociations is essential for them to play
their role in implementing the above-men-
tioned recommendations. In particular, it
is necessary for them to have human and
financial resources in order to:

1. Provide information to customers
and producers regarding legislative
changes;

2. Offer objective and independent as-
sessments of the challenges to the
public;
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3. Exchange information with interest-
ed parties regarding international
experience;

4. Organize and participate in informa-
tion campaigns.

In order to implement the techni-
cal regulation on dairy products, it
is necessary to determine the rights
and obligations of stakeholders
clearly and elaborate a complex ap-
proach in order to solve the existing
problems in the dairy sector.
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