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Good Life Dairy Company Limited (‘GLDC’) is a company that produces and sells a range of dairy products. Its
operations are mainly in the PRC, and its head office is in Hong Kong. The company was established about twenty
years ago, but four years ago it obtained a listing for its shares on the Hong Kong Stock Exchange (HKEX).

Most of the company’s products are sold within the PRC, but there are also sales to Hong Kong and Macau. The
consumption of dairy products in the PRC has increased by over 2,500 per cent since 1980, when the average
consumption per individual was about one kilogram each year. Dairy products are consumed much more by urban
residents than by rural residents, and the huge growth in the industry is attributable largely to the urbanisation of
the population.

As the standard of living has risen, there has also been a growth in the demand for high-quality dairy products, and
an increasing proportion of total sales are for 'high end’ products. The producers of dairy products have welcomed
this continuing development, because they provide higher gross profit margins than basic milk products and milk
powder.

An important development in the 1990s was the introduction of ultra high temperature (UHT) processing. UHT
production allows milk to be transported long distances without refrigeration. UHT milk can be preserved under
constant temperature for a fairly long time, and it is ideal for stocking by retailers, since there is no requirement to
keep it in refrigerators. (The development of UHT milk also overcame the need for milk to be delivered daily to
households and consumed early in the morning, before its quality deteriorated and it became impossible to drink.)

The development of automated processing systems and sophisticated distribution systems were important, because
even UHT milk has a limited life (@about 45 days for the most popular milk products). Improvements in the capacity
and speed of distribution systems made it possible to transfer milk quickly to consumers.
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