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Abstract : This paper is 'Practical Experience Analysis' which aims to analyze critical obstacles hampering the growth of the
functional milk industry and suggest recommendations to overcome those obstacles. Using the Sectoral Innovation System
(SIS) along value chain analysis,  it  is found that restriction in regulation of milk disinfection process, difficulty of dairy
entrepreneurs for health claim approval of functional food and beverage and lack of intermediary between entrepreneurs and
certified units for certification of functional foods and milk are major causes that needed to be resolved. Consequently, policy
recommendations are proposed to tackle the problems occurring throughout the value chain. For the upstream, a collaborative
platform using the quadruple  helix  model  is  proposed in  a  pattern of  effective  dairy  cooperatives.  For  the midstream,
regulation issues of new process, extended shelf life (ESL) milk, or prolonged milk are necessary, which can be extended the
global market opportunity. For the downstream, mechanism of intermediary between entrepreneurs and certified units can be
assisted in certified process of functional milk, especially a process of 'health claim' approval.
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