
Dairybusiness
Thedairysupplychainrevisited

TheEuropeanDairyAssociation
(

EDA
) organised

a seminarrecently ,

in Brussels
,

onperspectives of

marketmechanisms in thedairysector.

Openingtheevent
,

EDA
PresidentWernerBucksaid
theaim of theseminarwas to

haveanopenandconstructive
debateoncopingwith
increasedpricevolatility in a

lessregulatedenvironment
andonthewaysforward
forthesector . Hesaidthe
extremepricevolatilitythat
hadoccurred in thelasttwo
yearswasnewformost

of
the

partners in thedairysupply
chain . However

,theyshould
allbeproud of dairy ,

because
it is aninnovativeand
technologyorientedsector

,

in whichco-operation is key.

EstoniandairyfarmerHiller
Pulkgaveanoverview of dairy
farming in Estonia

,

wheremilk
accountsfor32%% of thegross
agriculturaloutput . 40%% of

theproduction is destined
forexport ,

whichexplainsthe
majorimpactfromtheprice
fluctuations

in Europeondairy
production in Estonia . Whilethe
dairysector is efficient

,

Estonia
dependsheavilyondirect
paymentssupport - statistics
illustratethatEstoniareceives
threetimeslesssupportthan
theEuropeanaverage . Pulk
believesthatthesurvival of

theEstonian farmerrequires
a fairmilkprice , equalsupport

in all27Europeanmember
states

,

measures to facethe
crisis

,

aswellas a balancedand

reasonablenationaldairyand
ruraldevelopmentpolicy.

DanielMorrissey ,

fromAbbott
GlobalNutrition

(

US
) gave a

foodproducer' s perspective.
Abbottpurchases a wide
array of dairyproducts ,

from
commodities to highlyspecialised
products . MorrisseysaidEU
dairyingredientsare in general
moreexpensivethanUSand
Oceanian ingredients . In the
searchforthereduction of price
volatility , strategicrelationships
canprovide a naturalhedgeand
improvingpricetransparency for
commoditiseddairyingredients is

key . Thislastelement represents
a bigdifferencebetweenUSand
EUmarketpricing ,

theUSpricing
beingmuchmoretransparent
thantheEUone.

Thedairysupplychain in a

deregulatedmarketwasthe
subjectforFonterra

(

New

Zealand
)

GeneralManager
StrategyPaulCampbell.
Fonterra' s farmer-owners
havechangedtheirviewson
volatilitybecause

of
theextreme

fluctuationsoccurring in

20072008 . However
,

Fonterra' s

customershave a differentview
andheconcludesthatnearly
everyonehasbeenseeing
increasedpricevolatility in the
dairysupplychain . Traditional
approachesformanaging
volatilityontheirownareno
longerappropriate or effective.
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Toremaincompetitivewithother
foodsources

,

it is crucialthat
a newmarketinfrastructure
is put in placeandthatrobust
riskmanagementtoolsare
developedacrossthedairy
supplychain.

ArlaFoods
(

Sweden
)

Vice
ChairmanAkeHantofttook a

co-operativeview . At Arla
,

the
milkprice is boththeresult of

thedairy' s strategy - value
addedproducts ,

increase in

Arla' s earnings - and of global
pricedriverssuchasFonterra' s

auctioning ,

theconsumer
pricesandspotprices . Hantoft
foresees increasedprice
volatility in theyears to come

,

whichcouldlead to internal
discussion of pricingpolicies.

SusanneN0ssel
, Secretary

General of Verbandder

BayerischenPrivaten
Milchwirtschaft

( Germany )

looked at contractualrelations
betweenmilkproducersand
dairies . Historically , longterm
contractsbetweenproducers
andfarmerswerewidespread in

thedairysector . Today ,

farmers
andproducersneed to take
intoaccounttheabolition of

quotasandtheregulation of

quantitiesbeyond2015 . TheEU
Commissionneeds to develop
a policyframework in order
to sustainthedairysector' s

importance , byguaranteeing
stablelevels of incomeformilk
producersandbyenabling
competitivestructures

throughoutthevalueadded

supplychain . Milkproducers
need to beprepared forthese
crucialdevelopments ,

shesaid . -
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