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2. THE SUMMARY

The Food Harvest 2020 vision of Ireland as a producer of green, natural and high-quality products that deliver a fair

and sustainable return to the primary producers is a highly appropriate vision for Ireland’s agricultural and food

industries; especially so when it comes complete with an understanding of the importance of the agri-food sector

in maintaining people’s livelihoods within the rural, often family-farming-grounded, communities of Ireland.

There is also a parallel, maybe contradictory, vision in FH2020. It is that which sees Ireland as a major player in the

global dairy market. It is a vision which sees Ireland expanding its milk production by 50% by 2020, increasing and

consolidating its milk-processing sector and enhancing its marketing clout to take advantage of a growing global

market. The FH2020 target to expand milk production by 50% seems to have largely gone unquestioned.

A justification for the expansion target appears to be the mixture of factors that came together around 2008-10.

Food prices soared as a biofuels usurped some food production and market speculation followed. An awareness of

global population growth came to the fore. The Chinese economy continued to grow apace and it had a baby-milk

safety-scare that undermined the integrity of its dairy industry. It was the start of a global market boom.

In 2015 the EU milk quota regime is to end so finally Ireland’s dairy farmers would be unfettered; in 2015 they

could join the global dairy market festivity. With a small domestic market and significant milk production, Ireland

could always punch above its weight but now was the ‘once-in-a-lifetime’ opportunity to expand and export more.

A consequence of the above and the FH2020 50% expansion target has been a shift in emphasis towards being

supply-driven. The unwritten message is that from 2015 it will be fine to produce as much as possible as the global

markets will soak up the milk. In this FH2020 differed from its predecessors; they had emphasised refocusing from

commodities to products and to realign Irish milk production away from its notoriously seasonal pattern.

Is FH2020 too focused on market conditions pertaining to a handful of years? Meanwhile it is setting the strategy

for a multi-generational, family farming industry. The 50% expansion target is historically massive; but is it being

justified on short-term market information? Is it too much about helping an export-led recovery from a banking

and property-created economic crisis? Is it a case of Celtic Tiger short-term thinking for long-term investment?

Within the context of the global markets does Ireland even have the resources to be a global player? As a milk

industry it is only around 30
th

in the World. It may be export dependent but its exports still compete with those

from the USA, Germany, France or NZ and, soon, the likes of the Ukraine and major Chinese investments.

There is also far too little concern for the investment plans and actions of others. The Ukraine has the capacity to

establish large industrial, export-focused, vertically-integrated, dairy agri-businesses. China is investing to secure

its food supplies. It and others are investing heavily in milk-powder capacity for China. The USA is expanding

again. The global industry is rapidly reacting to the same signals read by Ireland, but without the milk quota time

lag. Ireland is thinking 2008/10 for investments starting from 2015. Will it arrive after the global party is over?

Will Ireland’s small dairy herds upon their fragmented land be able to compete with large-scale, well-financed

dairy investments elsewhere? Just what is a realistic time-frame to create a large-herd, milk production structure

in Ireland? Does it go way beyond 2020? It is also not just about agricultural resources; it is about access to capital.

There are major players on the global market with serious access to capital. The Chinese, the Gulf-region and the

wider capital markets are all looking to invest in food production. It is unlikely that this capital will flow into

Ireland, for all the talk of foreign investment, because Ireland’s farming resources are just too small to support it.
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Ireland has well-established routes to global markets via Kerry Group and Glanbia plc; as it does for infant-formula

through the likes of Danone. Outside of those [and Glanbia Ingredients Ireland] will others be able to follow?

Processing consolidation is talked about as desirable to create a globally competitive sector; but is it now too late

for the smaller, farmer-owned co-operatives to consolidate given the presence of the major private sector players

and the JV? Some have already invested for 2015 milk expansion and milk supplies are now a concern. Will milk

procurement become competitive? If so, are we now going to see consolidation through the survival of the fittest?

Benchmarking is a popular pastime for some in the Irish agri-food industry. Consolidation is seen as the future as

it is seen as a success in NZ and the Netherlands. The vertically-integrated, farmer-owned, co-operatives such as

Fonterra and Friesland-Campina are seen as the examples to follow. But has Ireland not moved beyond a point

where such could be established? Benchmarking should have shown that creating these is no longer an option;

Ireland’s processing and routes-to-market have already evolved so as to rule out the single co-operative model.

At the farming level there is little sense in benchmarking against Denmark and Holland, even if their industries are

export-focused. They are at the extreme end of the European housed-cow, cereal-fed systems. NZ is by contrast

seen as the grass-fed equivalent of Ireland. Even then their herd size and production of milk solids per farm are

eight times those of Ireland. They do emphasis the use of grass and have similar yields per cow. NZ is, however,

changing from the milk-from-grazed-grass model currently being promoted as the way forwards in Ireland.

One should also note that as NZ is moving away from its own traditional, seasonal-grass systems it is beginning to

develop the more cereal-fed, housed systems of Europe. They are seeking greater milk volumes and to reduce the

impact upon the environment from their 12-month-outdoor systems. In NZ there is concern for their dirty-dairy

image and its negative environmental impact [and that is contradictory to the idea that grass-fed systems are, per

se, more environmentally sustainable]. Another reason will be the relative economics of the dairy system options.

.

Grass-fed systems in Ireland are being developed. They are being tried on greenfield sites. They are being focused

on block calving, no winter milk and milk-from-grazed-grass. But how suitable will they be for expanding farms?

Will the constraints prove too great or will some find that it is better to use more European grass/forage/cereal

based system? It may be that land or housing space proves to be the major constraint and that may mean that

higher yields from cereals may be better. It appears that grass-fed is about cheap milk and low-cost per kilogram

of milk solids as that is the only way Ireland can compete. Of course it may be; on the global commodity markets.

In the authors opinion, grass-fed production is about creating a higher-quality end product. It is about producing

lower-value commodities when it can be operated on a significant scale and land is relatively cheap. High-cost

land is moving NZ away from its historic milk-from-grazed-grass systems. At the dairy farm level, Ireland will only

occasionally manage similar herd sizes to NZ. Just why then focus on a system that for most is unattainable?

Certainly the low investment costs possible with milk-from-seasonal-grazing systems are attractive but is that

going to be sufficient to encourage farmers to invest in farming systems that are still being demonstrated? The

2013 fodder crisis will, however, also have farmers asking whether more grass-fed cows is the right approach.

To-date Ireland has had limited success with respect to creating and selling high-value, SME-origin food-products.

In part this is due to its distance to markets and its seasonal milk production. Weak routes-to-market for small-

volume products is another problem. There is also been a reluctance to get involved in producing food products.

Hence the dominance of the milk-for-commodities system. This has been widely recognised as an issue for years.

Pre-FH2020 strategies highlighted the need to change the model. FH2020 itself has changed tack and re-focused

[on the back of short-term 2008-10 data] back to global commodities. This will prove unfortunate for the many in

Ireland who are too constrained to become low-cost commodity [even premiumised commodities] producers. For

them to survive it has to be about moving into higher-value, higher-quality, more natural, healthy, fine-foods

products. When faced with a limited agricultural resource base, there is simply no other long-term solution.
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For some consumers grass-fed beef and lamb is a high-quality, high-value product. It is less well defined for dairy

products. Maybe it should be. Ireland has a unique position in Europe as a grass-fed dairy industry and it is an

opportunity that should be developed. NZ is moving away from the grass-fed model but it is also remote and

external to EU markets. Should Ireland be looking to develop a part of its dairy industry as naturally, grass-fed?

Naturally-grass-fed milk production would certainly create a more symbiotic relationship with a premium, high-

quality, grass-fed beef sector. Maybe Ireland should even be looking at creating a more closely integrated, fine-

foods-focused, dairy-beef system? Its traditional low milk-per-cow yields could offer a starting point for assessing

breed options [i.e. the Fleckvieh] that may provide better beef calves. It will not be an answer for all and not for

those who wish to expand to supply the premiumised commodities route-to-market, but it may provide an option

for those in remoter and/or disadvantaged areas; not least if it is fully linked to the creation of natural, fine foods.

Whatever happens, beef is the sector that is destined to have to manage a consequence of the FH2020 50% milk

expansion targets; that is more low-quality calves from cows with improved dairy genetics. If the hybrid Friesian x

Jersey is also widely adopted this will only get worse. A waste-only bobby-calf ethical issue may also arise.

The grass-fed model in Ireland is constrained by land in its ability to scale up and in its grazed-grass-only form it is

very seasonal. The latter remains a problem as it makes the production of year-around products difficult. It has

been flagged up as a major problem in previous strategy papers but, due to perceived global market opportunities

and a renewed focus on the grazed-grass to cheap-milk-solids model, is it now being further embedded? Is this a

step backwards? It is if one believes that Ireland’s future lies with selling high-quality products to retail consumers.

Grass-fed, or mainly grass-fed, can be used as the foundation for creating premium, naturally-produced livestock

products. Some can be enhanced by using artisan, traditional processing into fine foods. To work grass-fed needs

to be promoted with specific branding; whereas using it within a generic, all Ireland brand will dilute its impact. It

is just not wise to risk image loss via contagion by integrating key premium product factors into a generic brand.

At the farm level it should be about creating higher-value farm output; through the choice of farming system,

variety or breed. It should be about focusing on the value achieved per kilogram or litre or tonne of product. It is

about working with the constraints of farm size, fragmentation, soil, climate or location. It is about developing the

farming systems to create products and not relying on scale alone to reduce costs to supply cheap commodities.

Ireland needs to develop designated origin products that, like in France, link farming practices through processing

to the final retail consumer. They use specific quality-assurance systems and strong marketing stories. France

maybe the best benchmark for Ireland to use; it has regions where large-scale, premiumised commodities is the

focus and disadvantaged areas where dairying focuses on high-quality, designated origin products. It has the twin-

track approach that Ireland needs if all of its widespread rural farming communities are going to be able to survive.

Interesting examples may be found with the appellation d'origine controlees of France, a part of the EU system to

protect the origin of products. France has 208 designations, Ireland has five. There farming systems may be linked

to processing [often co-operative owned] and the products sold with a protected image and a marketing story.

Ireland should go further. It should look at using a widely adoptable conservation-farming standard. Conservation

Grade in the UK is an example. It needs to be able to reach 1/4 to 1/3 of the market. Organic has its place but its

market limit seems to be only around 2%. A conservation-farming system can be used to connect tillage crops to

the dairy, beef and sheep sectors through, for example, a Conservation Grade type of system. It should go further

and link Pillar 2 CAP payments to environmental land management to farming to products to the retail consumer.
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The production of natural products is suited to the SME food sector. But they need to be linked to the market. It is

necessary to consolidate the marketing and routes-to-market for the small food producers both within Ireland and

for export to higher-wealth consumers around the globe. It is conceivable but it will also take some imagination.

Maybe it is possible to develop the Irish Dairy Board route-to-market to support SME-own-branded products as a

way of developing export channels for small processors? For Irish sales, a consolidated marketing and retailing

route may need to be discovered to provide a time and cost efficient means for SME’s to reach their customers.

Smaller-scale fine-foods creation has the advantage that it is also suited to small, local enterprises. They can be

on-farm. They can use local agricultural raw materials to create local employment; thus moving farming families

and rural communities towards sustainability. They are the antithesis of the consolidate-and-expand approach. It

seems to go unnoticed that large, automated, centralized milk-processing investments will not create local jobs in

rural communities. They may link to the global market but are they what is needed to provide part-time work for

farming families to supplement farming incomes or to create a diverse employment base across rural Ireland?

Whilst it should be necessary to consolidate the supply-chains to market for smaller producers, care needs to be

taken with the use of generic Irish branding. It will bring with it a risk of contagion between commodities and their

production systems and products and theirs. There are reasons to question the wisdom of Brand Ireland as it may

not be in the interests fine-food, natural product producers to have their products branded alongside those who

have chosen alternate ways of farming, processing and selling. It may also be difficult to get a general agreement

on what a generic brand will represent with respect to environmental, animal welfare and ethical issues.

Ultimately, what is required is an Irish agri-food strategy for Ireland. FH2020 is too much about achieving scale so

as to compete on the global markets. It is too much about developing a model that mimics the consolidated

processing and marketing capabilities of Fonterra or Friesland-Campina. It is too much about replicating the more

extreme grass-focused systems of NZ. With Ireland’s constraints all are largely unachievable. They may provide

answers for some farmers but Ireland also needs to create and market products from its marginal regions. For that

France may provide some good examples but, at the end of the day, it is about finding Irish solutions.

Hence, the primary conclusion of this review is that Ireland needs to have a twin-track strategy for its dairy sector.

The first is about supplying the well-established routes-to-market provided by the two plc’s, the joint venture and

the major infant-formula producers. It will be about low-cost, milk solids and it will be for those farmers who can

and want to scale up from 2015. It will be about careful investment, debt control and cost-control management.

The second strategy is about added-value, high-quality, natural, grass-fed, multi-functional products targeted at

the high-wealth, mature markets in the order of Ireland, the UK, the EU, the USA, the Middle East, China and

further afield. It is about making products that are derived from specific farming and processing systems and then

linking them to the markets. It is about designating their origins. It is about using well-defined quality-assurance

schemes. And it is about a holistic marketing approach to encapsulate everything about multi-benefit products.

Undoubtedly, having read and reviewed FH2020 and its predecessors, the Irish Government and those entities

that represent the agriculture and food industry feel that it is necessary to provide strong guidance to the agri-

food sector. The authors view, however, is that the FH2020 50% target [especially] was too simple a message; too

easy to grasp and to adopt. It seeks to replace what should be a natural evolution in the growth of the industry.

The government’s role is not to force growth; it is to do no more than guide. It is then about creating a positive

enabling environment that encourages and supports those in the industry in their endeavours. It is about allowing

the private sector, both small and large, individual, company and social enterprise, to follow their own direction. It

is they who will create the investments and borrow the money. It is they that have to make the system work into

the long term. In precise ways the government can intervene where to do so would benefit Irish society and its

communities, but its role is not to plan and control; that is a system that has been tried and found wanting.


