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The theme of the 2007 Summit was "Dairying - Can it Manage Change?" and attendance for the event was very impressive with 759 full registrations, 153 day only registrations and 102 accompanying people meaning that there was the possibility that more than 1,000 people could be gathered at any one time. 

 

The event was officially opened on Monday morning by the Irish President, Mary McAleese, who received prolonged and enthusiastic applause for her heartfelt speech in support of the Irish Dairy Industry. Agri-food plays a very important role in the Irish economy, contributing 8% of the GDP, accounting for 8% of employment and earning the country €8bn in exports. 

The annual event was last held in Dublin 37 years ago and the 2007 Summit featured conferences to discuss the wide range of subjects covered by the IDF, ranging from Dairy Policy & Economics, Dairy Science and Technology, Nutrition and Health, Functional Foods, Dairy R&D, Marketing and Environment and Food Quality. 
 

Additionally this year, for the first time, a Dairy Farm Leaders Forum was held covering two sessions (chaired by the UK-IDF Chairman David Homer) with senior representatives and active farmers from Europe and wider afield (Australia, China, the U.S. and Argentina).  Two further sessions looked at the future and examined issues such as future structure of farms, genetics, animal welfare and the skills that farmers will need to adapt to ever changing market demands.  These sessions were very well attended and featured many questions from the audience that provoked very interesting discussions. 

This edition of the UK-IDF Newsletter aims to give you an overview of the whole Summit.
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Ian Wakeling  – UK-IDF Secretary
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The Dairy Leaders Forum presents an excellent opportunity to hear first hand from the leaders of the companies that are shaping the future of the world's dairy industry.

 

The Dairy Leaders Forum featured presentations from the CEO's of Fonterra (Andrew Ferrier), Campina (Justin Sanders), Dairy Farmers of America (Richard Smith) and from Noel Coakley (the Chief Executive of the Irish Dairy Board).  They all answered the question posed by the theme of the conference (Dairying - Can it Manage Change?) in the affirmative and then took questions from the audience - a very rare opportunity to hear the views of such senior people in one room at the same time. 

 

Andrew Ferrier said that the trick was not how to manage change but to anticipate it.  He reported that New Zealand had already invested in methane mitigation and set ambitious targets from 2008-2012.  The country has lost the GB market some time ago, and has undergone a reduction in subsidies, but was still a leading supplier to the world. 

 

In the Netherlands the focus has been on improving efficiency and targeting innovation.  It has managed local change by the growth of branded products and is taking an increased interest in promoting health and sustainability with the focus on natural products with farmers practicing good animal welfare and maintaining (or, indeed, improving) the landscape. 

 

The US position was explained by Richard Smith.  He reported that the top 23 States produce 90% of the milk.  The problem, however, is that the main milk producing areas are on the left of the country while the main population areas are on the right, leading to problems moving the milk from where it is produced to where it is needed.  One, potentially, contentious piece of news is that the US Government has tentatively declared products derived from cloned animals to be safe.  

 

In Ireland they are reacting to the world dairy demand growth (forecast to be 2.8% year on year) by switching their product mix - increasing the proportion of cheese produced as a percentage of all products from 21-30% from 2006 to 2013 at the expense of butter.  Another plan is to increase milk production and herd size but this will lead to more investment in expanded processing capacity and higher labour costs. 

 

The main buzzword of the week was sustainability with all the speakers in the session featuring it in their presentations as well as a number of speakers in other sessions. 
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Ian Wakeling  – UK-IDF Secretary

The session covering this important topic during the Dairy Policy and Economics conference seemed to indicate that there is going to be a shift in milk production to Asia and South America, New Zealand, Pakistan and Russia.  One particular country that could have an increasing role in global milk production is Inner Mongolia, which is experiencing a 57% growth year on year.  

 

The situation in the Ukraine was also examined.  This area is ranked 11th in the world for milk production, and 5th in Europe, and accounts for 2.5% of global production.  However, only 42% of the milk in the Ukraine is processed.  With income increasing by between 15 and 20% per year, there might be exciting opportunities with increased demand for more innovative products.  This investment is also enticing to potential investors as the area offers: 

· low cost of milk production 

· low rent 

· tax privileges, and 

· a growing demand for dairy products
The Ukrainian economy is fast growing and dynamic and dairy is a priority sector.  In addition, there is a rising herd size (with herds of between 1 and 5 cows producing 82% of the milk) with an increasing investment in milking equipment. 

 

The Americas currently accounts for 30% of global production - the volume having increased by 18% over the past 10 years - with Brazil producing 49% of the milk.  This growth is forecast to continue over the next 10 years, also due to income growth and low production costs.  The area, however, is experiencing a number of problems with floods in Argentina and political unrest in Colombia.  Prices in Brazil have fallen away badly since 1980 with the producer price index falling from 100 to 28 from then to now.
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 Ian Wakeling  – UK-IDF Secretary

One of the sessions in the Dairy Policies and Economics conference examined the different approaches a number of countries have been implementing to adapt to the shifting pattern of global milk production, ranging from the introduction of milk pooling, through innovations in supply chain relationships to quota expansion.

As a means of managing risk for the dairy industry, Canada introduced a milk pooling scheme for the Eastern Provinces in 1996 and this was followed by a similar scheme in the Western Provinces a year later.  This has proved to be a very effective tool in sharing market and revenue risks and has achieved greater harmonisation between the different provinces and regions.  Canada is now looking at deciding whether to merge the two regional pools to one national pool to address the further consolidation of the retail and processing sectors, but this will depend on the implications that the conclusion of the Doha round will have on the industry.

The potential impact of EU milk quota expansion was another subject that was presented.  One of the scenarios that were considered by Trevor Donnellan of Teagasc was an EU quota increase of 3% in 2008/09. He believed that, although the increase will be largely taken up EU Member States, the UK and some of the smaller Member States will not fill these increases.   The result of this will be a shift in the location of milk supply with the Netherlands and Denmark expected to expand production considerably and other countries (e.g. the UK, Germany, Hungary, Finland and Sweden) contracting.

There are a number of factors that will have an impact on future production, such as:

· changing weather patterns

· the growth of biofuels

· the emissions burden – how long can dairy production escape attention?

· future trade reform

The IDF President Jim Begg looked at innovation in the supply chain in the UK.  With the rapid increase of dedicated supply groups, an “elite” supply base is being created.  In favour of the dedicated supply chains are:

· the higher farm gate prices that are being delivered

· the protection of processor margins

· the improved transmission of information through the supply chain

            and

· it demonstrates the industry’s willingness to secure the sustainability of dairy farming

Conversely, there are also a number of negative effects, namely:

· the benefit of the high value premiums is no longer shared through the industry, creating “haves” and “have nots”

· producers could lose control over their operating practices, and potentially their costs, because of the increased standards demanded by retailers in these arrangements

· if the contract is effectively between the producer and the retailer (and not primarily between the producer and the processor), the processors become exposed to the risk of losing their producers if they lose a retail contract, which would leave them with empty plant.
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Dr Ken Burgess - Dairy Crest
The main science and technology inputs to the World Dairy Summit were the conferences on the casein micelle and on dairy research and development.

The conference of the casein micelle was held in tribute to Professor Douglas Dalgleish, formerly of the Hannah Research Institute (HRI) in Scotland, who had devoted his career to further understanding the nature and structure of the casein micelle.  

A number of speakers considered models of the micelle structure, while others focussed on the interactions between casein micelles and whey proteins in heated milk systems.

It was interesting to note that by far the best two papers on micelle structure were delivered by previous researchers from the HRI, Douglas Dalgleish himself, and David Horne.

David Horne strongly argued the case for a “dual binding” model for casein micelle structure, giving very clear examples of why simple hydrophobic bonding or simple electrostatic binding on their own could not explain micelle behaviour.  The dual binding concept was taken further by Douglas Dalgleish, who talked of a combination of nanoclusters held together by hydrophobic bonds, together with sub micelles held together by calcium phosphate interactions.  Douglas Dalgleish also considered the hydration of casein micelles, distinguishing between the outer “hairy” layer and the core.  While the outer layer is very hydrated, even the core contains 2 – 3 g/g of water.  Recent studies have shown that this isn’t evenly distributed and suggested that the internal structure of casein micelles could include water channels.

This has fundamental implications for the understanding of the casein micelle, since the existence of such water channels would allow smaller enzymes to access the micellar core.  The same study showed that casein was partly linked hydrophobically to the other caseins, and partly linked to calcium phosphate via serine phosphate bonds.  

In summary the scientific understanding of the casein micelle is still developing.  However, the current level of understanding is probably sufficient to enable the dairy technologist to solve practical problems arising from its behaviour under the action of heat, enzymes and pH change.

The other significant science and technology contribution was in the area of research and development, and there were contributions from the Netherlands, UK, New Zealand, USA, Australia, Ireland and S. America.

The most fundamental of these presentations was that of Jeremy Hill, Director of the Fonterra Research Institute, formerly the Dairy Research Institute at Palmerston, North, New Zealand.

The New Zealand industry has gone from one of 180 companies in 1960 to one, Fonterra, in 2007 and this has had profound affects on the R&D environment.

The DRI was established in the 1920s, and has been a major contributor to the worldwide development of dairy science and technology:

· identification of phage as the main cause of cheese starter failure in 1935

· development of a process for production of pure milkfat to address supply chain problems during World War II

· development of recombination processes in 1950

· publishing the “Buttermakers Manual” in 1953

· development of the “cheddarmaster system for mechanised cheesemaking in 1958

· development of spreadable butter in 1970

· development of the “Ammix” process for butter and spreads production in 1981.

These are just some of the developments that have come out of the DRI.  The research centre now comprises some 350 staff, who interact with another 6 innovation and food service centres around the world.

The contributions from American and Australian speakers were quite different in that they emphasised the importance of putting the correct industry structures in place to co-ordinate R&D projects and to ensure that these contributed to the increased consumptions of dairy products in those countries.

Finally, NIZO (The Netherlands Food and Dairy R&D Company) presented a project they are working on in conjunction with the Dutch dairy industry.  Its objective is to develop a “zero waste” production process for whey utilisation.  This involves recovering the main whey components (protein, lactose, minerals) as value added food ingredients, recovering waste water for re-use using membrane technology, and reducing deposits of whey solids on heat transfer surfaces.  The latter reduces the need for cleaning chemicals and heat energy, reduces organic losses to drain, and gives a potential increase of production availability of up to 20%.
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Dr Mike Johnston – Dairy Council for Northern Ireland
Within the overall WDS theme of “Dairying – can it manage change?”, the Marketing Conference on 3 October had the theme “Meeting the Marketing challenge”.  The one-day Conference had 4 sessions with the following themes:
·   supply chain perspectives

·   a perspective on the latest consumer challenges

·   the evolution in consumer lifestyle trends, food choices, and purchasing patterns, and
·   a joint nutri-marketing session with the Standing Committee for Nutrition and Health.
The session on supply chain perspectives had 3 speakers who looked at:

· changing consumer dynamics on a global basis

· the identification of some key trends in the purchase of dairy products in the UK, and
· a case study from the coffee sector on meeting changing consumer trends.

Aiden Cotter, CEO of the Irish Food Board, presented the results of an extensive quantitative research programme carried out in 14 countries, covering 40 cities and every continent.  This research identified a number of drivers of change: 
·  world population growth

·  increasing migration

· aging populations

· rising disposable incomes

· urbanisation

· climate change

· increasing bio-fuel production, and
· increasing emphasis on bio-security.
Out of this, 6 lifestyle based consumer segments were identified: living life to the full, life-on-the-go, making a difference, quest for health and wellness, smart shoppers, and the real thing. 

The second speaker in the session was Dr Andrew Fearne, Director of Kent Business School, University of Kent.  Andrew addressed the issue of sustainable competitive advantage, and suggested that to achieve this, a firm had to have service, operational, and innovation excellence.  He focused on the latter, innovation excellence, and made the point that sustainable competitive advantage should be based on co-innovation throughout the value chain as a whole, requiring the sharing of investment, risk, returns, and information, the achievement of which will require a fundamental change in current trading relationships.
The final speaker in the session was David McKernan, CEO of Java Republic, a coffee roasting company based in Dublin; and David gave a lively presentation of the development of his company since its launch in the late 1990s.  Based on many years of experience in the coffee trade, David identified an opportunity to develop a “west coast” approach to coffee in Ireland, and to bring openness, integrity, and social responsibility to this sector – and to do this at a premium price.  
From the inception of the company through to the present, the emphasis has been on branding, packaging, and innovation as the key elements of achieving market penetration and sustaining a premium pricing strategy.

The second session of the Conference had as its theme current issues or challenges at consumer level.  This session included presentations of the 3 finalists in the Yves Boutonnat IMP Trophy competition, and these were preceded by a presentation by John Fanning, CEO of a Dublin based advertising agency, on the changing landscape of marketing communications.
In John’s view, the essence of marketing communication has not changed, in that it should be based on understanding, insight, and creativity.  However, what has changed is that consumers now have information overload; they are exposed to a new media landscape that is based on the internet, mobile phones and social networking; and, as a consequence, “traditional” marketing communication channels are becoming less relevant.
The implications of this are that consumers are now more independent from those selling to them, in terms of communication; and they are more connected to each other, with word of mouth, in particular, becoming more important.  The upshot of all of this is that the future role of marketing communication will be to put ideas into circulation.

The third session looked at the evolution in consumer lifestyle trends, food choices, and purchasing patterns.    The first speaker of the session, Marc Loiseau of Publicis Worldwide, looked at consumer trends, and suggested 13:
· concern about the origin of food

· a return to local as a way to bring trust back to consumers’ relationship with food suppliers

· vegetarianism and organic

· a desire for ethical products

· food that will do things for the body, such as provide positive emotions

· food that prevents and cures disease

· food that improves the brain’s functioning

· food that will engender youth

· food that is fast, but tasty

· rehab food such as soups and pastas

· food that allows the family to act together

· food that is indulgent; and
· food that celebrities eat.

Dr David McKinna from Australia presented the findings of consumer research that had been conducted in Australia, USA, and Canada, based on quantitative as well as qualitative methodologies.  The results suggested that there are 5 drivers of demand:
· nutrition

· convenience

· enjoyment

· integrity, and

· value.

Of these nutrition was found to be the most important driver, across all countries in the study, and across a range of dairy products.  Dr. McKinna’s conclusions from this research were that the dairy industry faces big challenges to maintain its consumer relevance in a complex, dynamic and competitive global market place.  In his view, dairy’s position as a healthy, staple food is being challenged on a number of fronts, and, therefore, there is a need for collaboration within the industry globally.

The final session was a joint session with the SC Nutrition and Health.  Nigel White of the British Cheese Board (BCB) led off with a review of their activities to deal with the negatives of nutrient profiling, highlighting the many problems with the UK model.  In response, the BCB had had the matter raised in Parliament, and raised the issues in the media as a way of trying to generate a sympathetic response to the treatment of cheese in the model.  Since the FSA will revisit its nutrient profiling model after 1 year, Nigel reviewed a number of strategic options for the industry, and concluded by highlighting that the move towards nutrient profiling will continue in various countries, and that the dairy industry, globally, must remain positive in its position that cheese has a valuable role in a healthy, balanced diet.

Dr. Jill Nichols of DMI Inc, gave a US perspective on nutrient profiling.  Their approach has been to engage with the Nutrient Rich Foods Coalition, whose approach is based not on what foods to avoid, but on communicating positive messages about foods to eat and a focus on the total nutritional package of a food.  In other words, a positive, common sense approach to eating, that encourages people to enjoy healthier diets by getting more nutrition from their calories.  Finally, Dr Nichols outlined the Coalition’s “step” approach to communicating these positive messages to consumers.

Dr. Mary Flynn of the Food Safety Authority of Ireland, wrapped up proceedings by presenting the “EU position on health claims and nutrient profiles”. She discussed the four types of health claims: nutrition, health, disease risk reduction, and children’s development and health claims, and focused on the protocol by which claims are to be prepared and submitted.  She highlighted that the criteria set for nutrient claims meant that it is not possible to make a claim that milk is 'rich' or 'high' in calcium, only that it is a 'source' of calcium. This, she felt, was an anomaly given the important contribution milk makes to calcium intakes across Europe.
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David Homer – Milk Development Council

How can dairy farmers manage change to survive?

A new idea for this part of the summit was tried with the introduction of a Dairy Farm Leaders Forum. This session was moderated by David Homer and was very well attended. A show of hands indicated approximately 40% of the delegates were dairy farmers for this forum, which is very pleasing. The level of interaction between the panel and delegates was very lively and many compliments for this session have since been gratefully received. During the first half of the morning we heard from four leaders giving a European perspective followed by Australasia, Asia, North and South America.

Bent Juul Sørensen, chairman of the Danish Dairy Board claimed that Denmark has the highest developed structure within the EU at producer and corporate level, is well prepared for increased competition in the future and has potential to increase production post quotas. Co-ops dominate the Danish dairy sector with a focus on value added products and long term partnerships with retailers. He also highlighted the familiar trend of declining numbers of dairy farms (shown below).
 The modern milk producer has a farm owned by the family or being part of a company structure, owns 200+ dairy cows and is continuously developing and focusing solely on milk production - field work and breeding are often outsourced. The farmer is, primarily, a competent farmer but, even more essentially, aims to be a strong manager, maintaining close and regular contact with advisors and finance companies.
The new challenge to the Danish dairy industry is booming markets, which are good news to the entire dairy industry, but, when bulk prices increase rapidly, the markets for value added products react much slower. There is currently a bright future for the world market, with a (generally) higher price level here to stay. Although spot prices for bulk products have peaked there will still be ups and downs but from a higher platform.

The imbalance between prices for bulk and processed products is temporary - bulk prices will stabilise at a relatively high level and cheese prices will catch up. The question is how should farmers react, should they go for the spot market or stay with his co-op? 
Traders benefit from farmers going on their own but the farmers and dairy industry are paying for this profit. The conclusion he came to was dairies will bring farmers closer to the company and differentiate milk prices.
He closed by saying that farmers will have to be more global minded and his belief is that structural developments will continue amongst farmers as well as dairies. His final advice to farmers is to stay with the value added production, choose your markets carefully, maintain control of your co-op and take care of yourselves!

Trevor Lloyd, a dairy farmer from Anglesey in North Wales, posed the question “Can I Manage Change to Survive?”

He outlined a number of factors that have brought about change in the industry over the past 12 years, these being:

· gradual & sustained expansion
· investment of significant capital to achieve economies of scale
· expansion of the land base
· increases in both cow numbers and yield per cow, and 

· a search for optimum technical efficiency, always trying to improve business management & planning.

He continued by setting out a number of current pressures on the industry, including:

· a continual pressure on milk prices - in fact, over this period there has been a 35% reduction in milk price
· ongoing inflationary pressure on costs
· a huge reduction in UK producer numbers, and

· massive rationalisation throughout the UK supply chain.
He explained that we have gone back to basics and are concentrating on the fundamentals e.g. feed efficiency, labour efficiency, fertility, mastitis and lameness.
Trevor outlined the technical strategy for the business, pointing out that cows are the single most important resource, and if focus is given to cow health, welfare & nutrition, then the milk will follow. He suggested that                                                           business planning focus should principally be on annual profit and loss and cash flow projections, with monthly monitoring comparing of Actual vs. Budget.  Additional tools that should be considered are an annual balance sheet appraisal and a periodic SWOT analysis.
He then considered his aspirations for the future by asking “What do I want to achieve?”.  The aims that he set himself were:

· the creation of wealth and an increase in net worth
· the generation of sufficient cash
· the management and reduction of risk, and 

· the establishment of a good work/life balance. 
He concluded by considering what the future holds and how the changes that he expects can be managed.  He believes that the economics of milk production are set to change with the risk: reward ratio back in balance.   He urged, however, a constant search for increased technical efficiency, continual uplift in output and guarding against introducing unnecessary costs through increasing legislation e.g. water framework directive, greenhouse gas emissions.

His final thoughts on what the future holds showed the main items to be:

· the bio security threat with animal diseases like FMD, Blue Tongue, bTB
· growing bureaucracy
· ever increasing demands from the marketplace
· the public focus on animal health and welfare, and

· an increasing difficulty in attracting / retaining skilled, dedicated workers.

Robert Troy, a dairy farmer, from Cork, considered the question from the Irish perspective.

He said that milk is produced in Ireland by 20,000 dairy farmers and 80% of the products are exported around the world. He believes that Ireland could be free of quotas within 5 years and this would enable him to expand and reorganise his business to work more efficiently, not just harder, and plan for the future.
His opinion is that climatic conditions give Irish farmers a competitive advantage, which must be maintained.  He believes the current priorities are to identify the main farm strengths and weaknesses by determining key performance indicators and then benchmarking against the top 10% so that dairy farmers can ask that basic of business questions “Where am I today?”.

Moving on from the current position, the next question must be “Where do I want to be in 10 years?”.  His response to that is to develop a business that is enjoyable, profitable and sustainable.
He explained about the new Irish industry production targets that have been set:
· margin per kg milk solids (€) 2.00 from a current average of 1.56

· profit per ha (€) 2,500 from a current average of 1,030

· labour (cows/LU) 100 from a current average of 44

· milk solids per ha (kg) 1,250 from a current average of 660
For Robert creating a successful business in the future needs production based on a simple grass based system with a long grazing season of 300 days, compact calving block with 90% calving in the first 6 weeks and labour efficient calf rearing.

Good infrastructure is also a necessity with roadways to bring cows for milking quickly, uniform paddock size with multiple access points and a milking parlour with high cow flow per labour unit – 200 cows/hr. The target is to have simple systems that are easy to manage and operate with grass based production (to let the cows do the work) and very little machinery (with a low need to re-invest).

The breeding policy should concentrate on the Economic Breeding Index (EBI) focussing on calving interval, fertility, milk solids and health. The requirement is for a more progressive industry and a need for research demonstration farms to be developed. Farmers need to benchmark against a 250-300 cow demonstration farm and this will then provide information on annual productivity gains which would become a the focal point for more information.
Additional requirements for a progressive industry are the need to attract new blood into an industry, which should offer comparable income to other sectors, and start portraying the career as a good quality of life. Also the industry must aim to extract a maximum price from the market place, move to fewer processing sites and pay a realistic milk price that reflects market returns.

Robert’s conclusions are:
· the industry is set for a period of great change, creating opportunities for those who want it

· Ireland has a competitive edge – dairying is a vital Irish industry

· with enough information we can make the right decisions

· we believe in this industry and we want it to have a great future. 

The session concluded with Rafal Stachura, the Vice-president of Agromarina in Poland, looking at the specialisation of milk production facilities in Poland.

He explained that Agromarina has 800 milking cows producing 14,000 litres each day.  As is the case in a number of other countries, Poland has experienced a large fall in farm numbers (from 433,000 in 2004 to approximately 313,000 dairy farms in 2006).

The twin goals are to increase the profitability from both the milk that is produced and the sale of cattle for slaughter.  The main barriers to achieving this are a lack of knowledge in breeding, poor milk quality, animal welfare, nutrition, feed analyses, poor silage making techniques both in field and storage, unreliable feed delivery logistics and control of infectious diseases related to production.

Rafal’s conclusion is that Poland is currently undergoing particularly fast development of the dairy sector. This requires:
· support in order to achieve as high as possible profitability of milk production
· EU’s economic support with the goal of creating better conditions of production and animal welfare, and
· continuing education for farmers and advisors. 
Poland has significant opportunities for further development of the breeding and food sector. At the end of his presentation he made a very strange claim which I found difficult to comprehend “Poland has no negative impact on the environment, which is a very important factor for the EU”!

The second session looked at the subject from the viewpoint of a number of countries from outside the EU.

Wes Judd - Vice President, Australian Dairy Farmers – examined the key issues affecting the Australian dairy industry.
He set the scene by explaining how important the dairy industry is to his country with exports to more than 130 countries of 1 million tonnes (>50% of production) exported annually and $3 billion (£1.4bn) income, making dairy the third largest rural industry with a farm gate value of $2.8 billion (£1.3bn) and the largest value added food industry in Australia contributing $9 billion (£4.2bn).

Much of this presentation, not surprisingly, focused on the issues surrounding the drought and climate change.

There are a number of farm sector issues, including:

· higher feed costs to sustain herds with forage being a serious limiting factor

· greater competition for grain

· a sharp reduction in water access, and

· continuing competition for land and people. 
Also facing farmers is the concern of growing accountability in the future, including emissions/carbon trading, nutrient management, water efficiency, welfare and other ethical needs. The issue of climatic risk is undermining confidence but market conditions may help to underpin a recovery with the added help of new capital providers showing interest in investing in the industry.

He identified a number of potential opportunities for the industry, amongst which are:

· global demand continuing to outpace supply

· changing economics for competing ingredients

· a quantum leap in productivity gains

· widening scope for product functionality, and
· the lowering of trade barriers.

However, to counteract these, there are also potential areas of industry risk, which he listed as being:

· increased feed competition

· expanding low cost competitors

· vulnerable production systems

· increased resource competition

· threats to the dairy’s health platform

· new forms of trade barrier

· stricter ethical integrity, and 

· higher accountability for environmental impact and emissions.

Xinyu Hu gave a presentation, on behalf of Yang Wenjun from the Mengniu Dairy Group, considering the issues that are most relevant for the Chinese industry.
As has been widely reported over the past few years, the Chinese dairy industry is the focus of the world as 50% of the world’s dairy growth comes from there.  Indeed, it was reported in July 2007 that the industry is growing so rapidly that it has now overtaken Russia and Pakistan to be the third largest in the world in terms of dairy output behind India and the United States - the total yield of raw milk was over 33 million tons.

However, consumption of dairy products is still low, compared to other major nations, but it has grown from a very low base. The annual milk consumption per person is 25.59kg, which is just ¼ of the average level of the world, but the Chinese government is giving a great deal of attention to the industry.  There is the famous quotation from Premier Wen Jiabao, who said that “I have a dream that every Chinese person, especially the children, could have 500 grammes of milk everyday”.
He continued by giving a presentation on the Mengniu Austasia International Farm – the first dairy farm with over 10,000 cows in China.  The intention of this farm is to upgrade the Chinese dairy industry by example and give benefit to all farmers by promoting the model all over the country. The target is that the Model Farms, linked to a hi-tech dairy R&D centre, will lead to the overall development of the Chinese dairy industry.

The International Farm offers high levels of comfort for the cow utilising the worlds most advanced milk production technology, e.g. importing and trialling grass seeds from 12 different countries and processing manure with the largest digester generating nearly 10 million KHT of electricity annually, connected to the national grid.  An additional bonus is that a by product of 300,000 tons of organic fertiliser is produced annually, which can be used for growing vegetables.
The technical performance of the model farm includes an annual production of 9,500 litres per cow with an average milk solid content of 12.85% and average milk protein of 3.4%.  The benefits include a boost for the local area through co-operation with local farmers, and providing them with cash and technical support. 

Pete Kappelman spoke on The Forces of Change for U.S. Dairy Producers and listed all the major recent changes starting with “The Ethanol Syndrome” taking up acres of feed to produce acres of fuel, causing all energy, protein, forage and farmland prices to rise - the graph below shows Dairy Feed Prices (16% Protein ration) 

He then considered government intervention.  Worldwide, markets are seeing less distortion from government intervention with decreasing internal price supports, (22 US$/100kg), decreasing export subsidies and increasing market access as global stocks deplete.
However, there is more government intervention over environmental rules such as water quality, air quality and land use planning.

He said that the arguments over technology or anti-technology like cloning, hormones and GMO’s are morally confusing and highly controversial.  

He posed the question “Should an efficient animal production system based on sound science be viewed as responsible social behaviour? Some “green” production methods decrease productive efficiency requiring more land and production of more greenhouse gasses.
GMO / non GMO is a confusing message.  People eating GMO is not ok, but animals eating GMO is ok and people eating animal products is also, maybe, ok! He urged farmers to move further up the food chain and capture a greater share of the final food dollar. Business management education is paramount for the producer of the future (hedging, risk management, cost analysis), coupled with a need to recognize that “least cost” is a global measure.  His message is that “Increased commodity prices drive participation, innovation and substitution”.

CWT (Cooperatives Working together) is the US co-operative answer to domestic price volatility, with 70% of the US milk supply, and it offers herd retirement (dairy herd slaughter) and export assistance programs. He said that they must face the challenge of competing against producers who operate in regions where land is cheaper, labour is cheaper and infrastructure is cheaper. He said that they must be continually more productive and remain “early adopters” of new technology and biotechnology, be better planners and managers moving up the food chain.
A further challenge is to respond to growth in value added markets and capture more of the final food dollar.  To achieve this he urged the need to align with organisations with the capability to capture the value added dollars plus a commitment to sharing that value with producers.
Being politically aware and active was another area that he considered.  He said that the challenge to face is how to effectively influence the policies that can impact on productivity and profitability.  This can be accomplished by taking the time to know the issues and work as individuals or members of cooperatives and industry organisations. 
He then addressed the further challenge of differentiating production from global competitors by delivering something different (of value), or deliver something similar (only measurably better).  The action necessary to face this challenge is recognising what can be of unique value, and deliver on that recognition, e.g.

· specific qualities delivered with consistency guaranteed
· guaranteed supply
· food safety, and
· traceability
Pete ended with reasons for optimism, noting that farm productivity and global demand for food will double by 2050, U.S. farmers have proven their ability to meet this increased demand in open, fair markets, and U.S. producers should be able to leverage productivity into the market place.
Alejandro Galetto from Argentina closed the session by tackling the question of “How is the Dairy sector in Argentina going to develop?”
He presented a background of the industry stating that milk production levels have been stagnant for the last ten years, following steady growth during the 90’s, but exports of dairy products have increased. An additional point to note is that, despite milk prices now being higher than they were in the 90´s, production is still not increasing.

He considered what the likely causes of this were, and his opinions were that the competition for land use is changing fast - the area planted with soybean has grown on average more than 750,000 ha’s per year over the last 15 years – and other crops, such as corn, sunflower and sorghum, are strong competitors too.  Additional problems have been caused by the serious weather problems in 2007 with heavy rains in March and April followed by the worst winter in 80 years. 
Government policy changes have also had an impact.  In 2002 these policies created a currency crisis, which had deep fiscal and social implications for income distribution. Export taxes of 5 – 15 % were introduced and in 2005 adhoc price controls were introduced to curb food inflation (dairy product consumption accounting for 3.7 % of disposable income). During 2007, in order to secure domestic supply and price stability, export taxes were raised again. The challenge for the next government is to set “rules”, which could reduce uncertainty for the dairy farmer and companies but the overall picture is still dominated by policies. Whilst these draconian fiscal measures are in place the Argentinian dairy sector will have little opportunity to develop.

Dr Judith Bryans / Dr Alice Cotter  – The Dairy Council
DAIRY PRODUCT INTAKE – FOCUS ON METABOLIC SYNDROME AND DISEASE PREVENTION

The opening session of the Nutrition and Health Symposium at the World Dairy Summit entitled ‘Metabolic Syndrome – focus on overweight, obesity and cardiovascular disease’ was filled with a large number of very interesting presentations. Dr Vanina Bongard of France opened the session with an insightful overview of the metabolic syndrome. She discussed the current definitions of metabolic syndrome used worldwide and the associated symptoms of this condition.
 She also referred to the many scientific studies which show dairy foods to have a beneficial effect on the metabolic syndrome. A number of detailed presentations focusing on how dairy components such as calcium, protein, whey and omega3: omega6 ratio can influence the development of the metabolic syndrome as a whole, or individual symptoms of the condition followed. 

The second session of the day continued with the metabolic syndrome theme. Dr Kadooka of Japan presented work from animal studies which showed feeding cheese to the animals did not impact negatively upon fat levels in blood and also bought about a lower accumulation of body fat. This was extremely important as cheese is often portrayed as a ‘bad’ food. Dr Teegarden of the US also presented work showing high dairy consumption can lead to a small but important change in fat mass accumulation over time.

Regulation and labelling issues for dairy health claims and functional foods was the topic for discussion for the second half of Wednesday, which saw experts from around the globe present on current initiatives in their respective countries. The IDF position on the current approaches across the world was presented by Dr Theo Ockhuizen of the Netherlands.
Later in the afternoon, a joint session between nutrition and marketing, the nutrimarketing session, focused on the impact of nutrient profiling on nutrition and health claims and thus marketing of dairy foods. 

Day two of the Nutrition and Health Symposium (Thursday) focused on dairy fats and their impact on human health. The keynote presentation was given by Dr German of UC Davis, California, who stressed the importance of recognising the complexity of fats including their structure and metabolism on individuals rather than their impact on the entire population. 
Presentations were then given by leading scientific experts on the various international research projects such as the Lipgene project, The Transfact Study, the Transqual Study, the BIOCLA study and the US trans fatty acid study. Dr Jean-Charles Martin from France presented a review of the animal and human studies that have examined fat and cancer, atherosclerosis, glucose tolerance and bone health. Dr Peter Parodi winner of the IDF award, which recognises remarkable contributions to progress in dairying worldwide, gave a detailed outline of the many beneficial and protective components of milk fat.

The afternoon session focused on the role that calcium and probiotics play in immune health and how they can be protective in conditions ranging from intestinal infections and diarrhoea, inflammatory conditions and colon cancer.  

Overall, the nutrition sessions of the Summit provided informative overviews of many areas related to diet, dairy, health and disease, as well as presenting results of recently completed or ongoing studies. 


Brian Lindsay – Milk Development Council
Echoing the increasing priority given by IDF to environmental issues, a session on Environment and Food Quality was held during which NFU Chief Dairy Adviser Tom Hind presented an overview of the current situation affecting the dairy farmer and the work that has been carried out in the Guide to Good Dairy Farming Practice.

Tom outlined the negative press from the UK, associated with dairy production over recent months stating that, as an industry, we need to continue to be vigilant and progressive in tackling environmental issues as a responsible industry.

In setting the scene, Mr Hind highlighted the following as the key areas of challenge as he saw it:

· water Pollution – Nitrates, phosphates

· water availability – Demand not just from agriculture

· air Pollution – Greenhouse Gases and ammonia

· soil Management – Maintenance of soils structure, erosion and contamination

· habitats – Protection from ‘intensive’ farming practices

· waste Management – Recycling of plastics and other materials

Some key statistics that were reported were:

· of the 80% of ammonia emissions that agriculture contributes to the UK total in 2005, dairy cattle are responsible for some 35% of this.  The main mechanism of contribution is manure spreading which accounts for 28% of the total.

· in 2004 (IPCC 3rd report) agriculture contributed 13.5% of the world’s greenhouse gas emissions after energy supply (25.9%) and Forestry (17.4%) and on a par with transport (13.1%).
Having provided the data, it was reported that there were many positive messages from the agricultural perspective:

· methane and ammonia emissions continue to fall

· farmers energy efficiency has improved by 20% since 1990

· in England and Wales, farming related pollution incidents since 1990 have fallen by 92%

· 91% of dairy farmers carry out water saving activities

· thousands of farmers worldwide are actively implementing environmental stewardship schemes

· The dairy sector globally has taken the environmental issue extremely seriously and, as a responsible industry, is making strides in the right direction as demonstrated by a number of website pages demonstrated during the presentation.

Integrated solutions are key to the success of any actions at farm level.  Nutrient Management Planning, Anaerobic digestion, water storage and utilisation, feed conversion efficiency and energy efficiency were some that were noted as positive actions.  The main point being that at farm level, we as an industry need to focus, not so much on the problem but the solutions and where interactions between actions can combine for maximum benefit of the business and the environment.

The IDF Guide to Good Dairy Farming Practice was highlighted as a positive common starting point for the global dairy farming community.

James Humphreys of Teagasc IE reviewed Nutrient Issues in Ireland and the solutions to reduce nutrients leaching and runoff.  He reported that the land area of Ireland consists of:
· 7.0 million hectares, of which:

· 4.4 million ha is classified as agricultural (63%), of which
· 4 million ha is grassland

· 400,000 ha arable

Mean temperatures are 5.4 degrees Celsius in January and 14.7 degrees Celsius in July with an annual rainfall of less than 800mm in some areas through to greater than 1600mm in others.

The presentation highlighted the impact of Irish Agriculture on the environment:

·   70% of phosphorous in surface waters

·   82% of nitrogen in surface waters

·   97% of national ammonia emissions

·   81% of nitrous oxide emissions

·   86% of national methane emissions

·   29% of national greenhouse gas emissions

The presentation then went on to demonstrate the actions that have been taken in Ireland with the aim of addressing these issues.  The decline of inland surface water quality has actually been halted, though the challenge still exists with regards ground water and estuarine and coastal waters. Greenhouse gas emissions reduction target nationally is being achieved with the national output in GHG emissions of 68.5 Mt (CO2 equivalents) against a target of 63 Mt (CO2 equivalents)

Rural Environment Protection Schemes (REPS) have been developed in Ireland to link farming practices with conservation and preservation of landscapes, protect habitats and endangered species of flora and fauna and the production of food in an extensive and environmentally friendly way.  The first of these schemes started in 1994 and in 2006 had some 60,000 farmers involved.  One of the key outputs of these schemes is better nutrient management and lower fertiliser use on REPS farms.
Ireland has a limit on N input in livestock manures of 170kg/ha/year, though they do have a derogation on N in livestock manures of 250kg/ha/year which is only valid for grazing livestock such as cattle and sheep.  To maintain this derogation, there are greater demands on the individual farmer in terms of nutrient management planning and associated record keeping. Some 8% of farms actually need the derogation.

As part of the nutrient management planning process farmers have had to invest in pollution control facilities.  To support this, the Irish Government developed the Farm Waste Management Scheme which involved financial support for farmers to implement control strategies.  In 2006 some 37% of farms took advantage of this opportunity to enhance their existing systems.

Michael O’Keeffe, also of Teagasc IE, gave an overview of the National Food Residues Database (NFRD) of Ireland.

The NFRD was developed with the aim of serving the needs of a range of audiences.
·   it provides information to the food industry to assist in the production, manufacturing and sale of Irish food

·   provision for policy agencies in support of regulation and control strategies

·   information for the public on the safety of the food supply

·   provision of information for research scientists to support exposure and risk assessment
The database has been established to provide residue data from all sources and programmes within the Republic of Ireland in the one site with the aim of making it available as an interactive website with open accessibility.  The database contains data on chemical residues and contaminants in foods in Ireland.  The information is collated from annual residue monitoring programmes as well as from individual studies and surveys.  It has a range of data sources such as – Veterinary Medicines, Pesticides Control Service, Marine Institute, Food Safety Authority of Ireland and the Radiological Protection Institute of Northern Ireland to name a few.

Since it launch in March 2007, nearly 1,000 hits on the website per month has been achieved.
Dr Ed Komorowski – Dairy UK
Vincent Castel from the FAO gave an excellent presentation on the recent FAO report titled “Livestock’s Long Shadow”. This report signals loud and clear that the environmental impact of the livestock sector, including dairy, is significant and, not necessarily, beneficial.

This report has made a major impression on many governments, including that of the UK, where it is strongly influencing Defra’s policies. It has led to the then Environment Secretary David Miliband promoting “One Planet Living”: if everyone in the world were to consume natural resources and generate carbon dioxide at the rate we do in the UK, we'd need three planets to support us. We are depleting our natural resources at a far faster rate than we are replenishing them. We need, instead, to move towards a one-planet economy and one planet living – where there is balance between what we give and what we take.

The FAO predicts continued strong growth of the livestock sector resulting from increased demand as a consequence of population growth which, by 2050, will amount to 50% compared to current levels, especially from developing countries. Supply drivers are cheap grain prices and technological advances in genetics, feeding and transport.

This will lead to structural changes with increased growing intensities for feed as well as improved genetics and animal health. The scale of agricultural production will increase, and more vertical integration linking retailers to food production. Global milk production is expected to increase by 50%, almost entirely as a result of a doubling of production in developing countries. Meat production will increase similarly, again from growth in developing countries. This growth will lead to intense pressure on pasture land, and on cereal and soybean production.

The FAO considers that these changes are, without a shadow of a doubt, resulting in climate change. Human activities have resulted in present day concentrations of CO2 and CH4 that are unprecedented in human history.

Global warming is expected to result in changes in weather patterns, shifts in climatic zones and the world economy will be affected. For the livestock sector the result will be more costly products and difficult adaptation of low resilient land based systems.

Livestock’s contribution to greenhouse gas emission has been estimated at 18% of the total of man-made emissions, with this subdivided into 9% of carbon dioxide emissions, 37% of methane emissions, 64% of ammonia emissions and 65% of nitrous oxide emissions. Two-thirds arise from extensive systems and one-third from intensive systems. 

The contributions along the food chain have been estimated to be 36% due to land use, 7% to feed production, 25% to animals, 31% to manure management, and 1% to processing and transport.

Regarding mitigation measures, the FAO is advocating conserving and restoring carbon and nitrogen in cultivated soils, mitigating the carbon loss from pasture soils, reducing enteric fermentation and improved manure management.

Water use has been singled out as a particular issue. Freshwater resources are scarce, with 70% locked up in glaciers, snow and the atmosphere. Demand for water is growing on all fronts, with agriculture in 2000 accounting for 70% of water use. It is estimated that the irrigated area has multiplied 5 times over the last century. Nevertheless demand from other sectors is forecast to grow faster than agriculture.

Usage of water for food processing, drinking and servicing remains globally insignificant (<1% of global water use) but water used by the agricultural sector exceeds 8% of the global human water use with the bulk of water use associated with irrigation (7%).

Agriculture is also a significant polluter of water. This occurs in a number of ways including pollution from feed production and eutrophication from chemical fertilizer application. Pollution from processing is also an issue. Another water-related issue is the extent to which land use impacts on the water cycle. Extensive grazing can alter water flows resulting in increased run off, affecting stream flows and water tables. This can transform perennial flow into seasonal flow. Water balances are also affected by land use changes such as converting pasture to crop, or forest to pasture.

Various mitigation measures are identified such as improving efficiencies of water productivity, irrigation efficiency, waste management, manure storage and processing, land management and grazing systems.

Other impacts are on biodiversity, increasingly appreciated as under threat from the growth of agriculture. The wild population is shrinking drastically, with unprecedented species extinction rates. Among the causes of this are habitat changes resulting from deforestation, intensification of agricultural land use, and desertification. Habitat changes lead to invasions of alien species, but there are also intentional plant invasions aimed at enhancing animal productivity.

Although all this is gloomy reading the report does accept that there is an important social dimension from livestock. The sector is estimated to contribute about 1.4% to world GDP, and this is growing at 2.5% p.a. In addition livestock contributes to 40% of agricultural GDP, with an estimated 1.3 bn people in rural households dependent on livestock.

The report is rather mixed in its appreciation of the nutritional benefits of livestock. Although the report concedes that the sector provides protein and micronutrients to many of the 830 million food insecure people in the world, it also states that it contributes to the health problems of the affluent (obesity, cancers, cardiovascular diseases). The sector is also blamed with providing an ideal substrate for pathogens of all sorts with 70 % of all emerging disease having their origins in animals.

The report advocates four main policy principles, the main one being getting prices right to avoid inefficiencies, and misallocation of resources. Other principles are the polluter pays, the need for livestock/ecosystem balances, and the development of institutions for environment stewardships. In all these the report stresses the importance of recognising and balancing multiple objectives.

The final conclusions are that since production is projected to double by 2050, the environmental impacts will follow suit, unless the whole issue is tackled and the various mitigation measures adopted.
The session was extremely stimulating and thought provoking, and the subject will have a huge impact on government policies.

IDF needs to study the report carefully, and challenge any unjustified conclusions.

In the UK the report is being considered within the Milk Road Map currently being developed.












	Bulletin No 419/2007

Pages: 15 - Price: Free of charge
	Collaborative studies organised to include sheep and goat milk in the scope of joint standard ISO 5764/IDF 108:2002 – Milk – Determination of freezing point - Thermistor cryoscope method - E-Form
	Bulletin presenting the collaborative studies organised to include sheep and goat milk in the scope of joint standard ISO 5764/IDF 108:2002 – Milk – Determination of freezing point - Thermistor cryoscope method (Reference method) - E-Form

	Bulletin No 420/2007

Pages: 28 - Price: 24 Euro
	Coagulation of milk: Processes and Characteristics – E-Form
	Review of the milk coagulation reaction as encountered in the manufacture of dairy products, covering definitions, traditional and non-traditional processes of coagulation, characteristics of coagulated milk proteins, changes in coagulated dairy products during processing and storage (including ripening), methods of analysis to verify coagulation, and references.



	Bulletin No 421/2007

Pages: 57 - Price: 46
	Foot and Mouth Disease and the Dairy Industry: Problems and Prevention – E-Form
	Contains the papers presented at the seminar at the IDF World Dairy Summit in Shanghai in 2006.  These identify important areas for the dairy industry to consider in case of an outbreak of FMD and focus on the potential risks of consuming products from diseased or vaccinated animals.



	Bulletin No 422/2007

Pages: 59 - Price: 48

	Reduction of Greenhouse Gas Emissions at Farm and Manufacturing Levels – E-Form
	Proceedings of the workshop held at the IDF World Dairy Summit in Shanghai in October 2006, containing a review of the Kyoto protocol, the generation and sources of greenhouse gas emissions in the dairy industry and some of the strategies to mitigate emissions in different parts of the world. 



	Bulletin No 423/2007

Pages: 91 - Price: 75 Euro
	The World Dairy Situation 2007 - E-Form
	Annual survey presented at the IDF World Dairy Summit in Dublin.  Containing production, consumption, trade and price figures as well as comments and prognoses on the situation in different countries.  Also articles on the prospects for agricultural markets and income in the EU, the impact of biofuels on dairying and information about the International Farm Comparison Network (IFCN).




All IDF publications can be ordered from the UK-IDF office below.
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c/o Dairy UK,  93 Baker Street,  London   W1U 6QQ

Phone:  020 7467 2621    Fax:  020 7487 4734   E-mail:  iwakeling@dairyUK.org
Dairy Farm Leaders Forum – 3 October











Pictured from left are: Michael Hickey (Irish National Committee), Jim Begg (IDF President), Mary McAleese (President of Ireland), Dr Noel Cawley (Chair of the Organising Committee) and Christian Robert (IDF Director General)





The Dairy Leaders Forum was very well attended





Some of the entertainment at the Opening Ceremony





Environment and Food Quality Forum – 4 October














Erhard Richarts (ZMP) – giving his final presentation on The World Dairy Situation before his retirement - his knowledge and help will be greatly missed





Two long-serving National Committee Secretaries retired this year – Dr Thorsteinn Karlsson (Finland) and Marie-Louise Bögemann (The Netherlands)





Dairy UK / MDC Scholarship winner Tom Rawson (third left) pictured with David Homer (UK-IDF President) and, representing the co-sponsors, Ken Boyns (MDC Chief Executive) and Jim Begg (Dairy UK Director General)





A sample of the products on display in the exhibition area

















Nutrition and Health – 3/4 October
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Dairy Science and Technology – 2 October
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Where Will Milk be Produced in the Future – 2 October











Marketing Conference – 3 October











The Economics of Change – 2 October
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