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The global dairy industry Is
changing...

...the UK dairy industry faces
some major challenges.



L ots and lots more of us.....



Nutrition

Global GDP Growth




60 million affluent

consumers on our doorstep

spend £2.7bn a year on milk...
£1.9bn a year on cheese...

and £3.1bn a year on
yoghurt, butter & cream



A £7.7bn opportunity
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and one that’s growing...



But two contradictions — and our
two major challenges

Despite some growth in the sector, our strong
consumer base and our unique island status...

1. We have lost the
high ground on
the perception of

dairy products 2. We don'’t have a
thriving dairy
farmer base



Challenge No.1: Perception

MILK

Natures Perfect Food

The single best thing anyone can consume

How many shoppers would agree with this today?

How many housewives would have agreed 30
years ago”?



Hard to believe perhaps, but the
Image above has a greater
Impact on the public than the
Image to the right.



MILK

Natures Perfect Food

The single best thing anyone can consume

The single best product for the planet

A statement that the industry has to spend a lot of
time and effort to prove.



Challenge No.2: Our production base

Creating a thriving dairy
farmer base



Spend 5 minutes brainstorming the

possible reasons.....



Put another way......
........ across the globe

Technological change

Generational change

Maintaining competitiveness

Keeping the right people in the industry



But the heart of the problem is farmers
lack of ability to capture value
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The issues are that ......

Liquid milk Is a commodity and producers
are price takers —ie, they have no power —
especially in an oversupplied market;

Farm support (which more than?) redressed
the balance — is now being removed;

Being more efficient than fellow farmers can
ensure a higher return, but;

Longer-term competitive advantage rests
on supplying something others can’t replicate

In practice this means the power to create
and market individual brands.



Three realistic actions for the long-term....

Leave the industry — sell up and start a
new career before capital exhausted;

Increase your scale of operation and both
technical and managerial efficiency;



For scale — an example in Mexico, 12,000 milkers on this unit



Three realistic actions for the long-term....

Leave the industry — sell up and start a
new career before capital exhausted;

Increase your scale of operation and both
technical and managerial efficiency;

Collaborate with fellow farmers ideally as
a member of a FCB to capture value.



What can collaboration achieve?

 Access to capital
— Capability & resources to build brands

« Access to knowledge
— Ability to anticipate market developments

 Access to management skill
— ADbility to act effectively on this knowledge

These are essential for capturing value



Capital allows investment in assets and people...

From this:
ACC Llandyrnog - Old Control Room

To this: DFB Llandyrnog -
New Control Room



Modern facilities will
attract/retain good people...

Clean Zone at Llandyrnog

New cheese cutter at Llandyrnog



DFB Llandyrnog

e Adding and capturing value
—Collaboration
—Investment
—Quality product
—Brand development

—Management

e Ultimately people always make
the difference!



MILK

Natures Perfect Food

The single best thing anyone can consume

The single best product for the planet

Thank you



