
Ireland’s Dairy Sector

Background

The dairy industry is one of Ireland’s most important indigenous industries and comprises a vital part of the agri-food sector. In 2008 milk accounted for the second largest share of Ireland’s gross agriculture output at 28%. It is an export driven sector with 85% of dairy products exported, representing 27% of all food and drink exports in 2008. The value of these exports was €2.3 billion in 2008 with the UK accounting for 32% and the rest of the EU accounting for 48% of these exports
. 

Ireland enjoys a comparative advantage in the production of milk within the EU and the industry is renowned both for its relatively high productivity and for being an early adopter of new technologies at producer level. However the sector operates in a very competitive environment with our major competing dairy exporting countries including Denmark, the Netherlands and New Zealand. 

Since the introduction of the EU milk quota regime in 1984, Ireland has experienced a significant reduction in dairy farm numbers from 68,000 to approximately 19,700
. However this has not affected the maintenance of production at the national milk quota level as the average quantity of milk deliveries by dairy farmers has increased significantly. A major feature of production in Ireland is the seasonality of milk supply, caused by farmers adjusting the date of calving to maximise the use of grazed grass in the cows’ diet in an attempt to produce milk at as low a cost as possible. 

Current Strategy

In 2003 the Prospectus Report – A Strategic Plan for the Irish Dairy Processing Sector – was published. The report identified three key strategies for the sector to prosper in the future, these were:

· improving the international competitiveness, scale and cost efficiency of both the producer and processing sectors,

· increasing the proportion of output away from base/commodity type products and into higher value-added products, and

· putting greater emphasis on actions to develop and underpin the highest standards of quality and safety of Irish dairy produce.

Historically Ireland’s dairy product mix centred on commodities such as butter and milk powders with some efforts made in the last decade to become less reliant on these low margin products. The continued removal of price supports in EU dairy markets and ongoing market pressures places an onus on the industry to produce more value added products such as cheese. Figure 1 following demonstrates how Ireland’s whole milk was used in 2007. 

Figure 1
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In the context of preparing a new vision for agriculture it is now timely to consider the strategies in the Prospectus report again, what has changed in this period, internally and externally, how suitable these strategies continue to be and, finally, to develop a new strategy. In considering these issues, the remainder of this paper undertakes an analysis of the internal and external environment in which the industry operates following which it examines the future market prospects primarily using OECD/FAO and FAPRI-Ireland analysis. 

Industry Analysis
The purpose of this analysis is to facilitate an understanding of both the external and internal factors impacting on the dairy sector.

External Analysis 

The external or PESTEL analysis is a useful strategic tool to analyse exogenous factors which, in many cases, are beyond the control of the industry itself.

Political

CAP Health Check – The agreement on the CAP Health Check confirmed the commitment to abolish EU milk quotas in 2015 with agreement also reached on measures to prepare the EU dairy industry for this scenario. This primarily focused on a decision to grant five 1% increases in milk quotas from 2009 to 2013 coupled with a change in the butterfat adjustment giving an effective 2% increase in quotas in 2009. On the market side, the intervention mechanisms for butter and skimmed milk powder were left unchanged for the first 30,000 tonnes of butter and 109,000 tonnes of SMP, with tendering to be introduced for levels beyond these limits. Private storage aid for butter, in its current form, was also retained.

WTO – While the benefits of a multilateral trading system and the lift that could be given to the world economy from a successful deal are recognised, any such deal must be balanced and must take account of the Ireland’s own interests, especially in agriculture. 

To determine the impacts of the proposed WTO agreement in dairying, FAPRI-Ireland compared a no policy change scenario (Baseline) with a WTO deal scenario in their WTO analysis in 2008
. This analysis found that the current WTO proposals would still leave the EU dairy market with sufficient tariff protection to limit any increase in imports of dairy products into the EU. However the proposals would have some impact on EU dairy markets as they involve the complete removal of export refunds by 2013. This will have consequences for EU butter markets, as the EU price is generally higher than the world price. Consequently the report projects that by 2017 there will be a 2% decrease in both the EU and Ireland’s milk prices when compared with the baseline analysis.                                                                                                                                                                                                                                                                                

Reconfiguration of Processing Structure – In comparison to the processing sector of our major competing dairy export countries such as Denmark, Holland and New Zealand, Ireland’s dairy processing industry is both fragmented and comprises smaller scale processors. The Prospectus report indicated that six companies processed 80% of Ireland’s milk in 2001 and no significant rationalisation has occurred since then. In addition, the marketing of dairy products consists of a large number of co-ops loosely aligned to a central marketing organisation. In contrast, in New Zealand, a country with approximately three times more milk than Ireland, a single dairy co-operative, Fonterra, assembles, processes and markets 95% of the milk supply. In the Netherlands, a country with double Ireland’s milk supply, two dairy co-ops, Friesland and Campina, have dominated the sector. They have agreed to merge and in  2008, the EU approved this merger. In Denmark, Arla dominates the sector. 
At a number of fora recently and in light of the significant decline in milk prices in 2008 and 2009, there have been demands for increased cost efficiencies and rationalisation in the processing sector. There have been calls for the development of central processing facilities in order to achieve more cost efficiency at processing. While there have been improved link ups between co-ops in recent years with the development of joint processing agreements, there is a requirement for further collaboration and rationalisation to develop significant scale in order to reduce costs and achieve better market returns. In addition the seasonal production curve reduces milk plant capacity utilisation thus increasing capital requirements and restricting product mix. Any developments in the processing sector need to be able to cater for the consequences of milk quota expansion following the CAP Health Check agreement and the abolition of quotas in 2015.

Economic

General Economic Climate - Rising population levels, improved standards of living and changing dietary patterns, particularly in Asia, have all contributed to increased food demand. However following a period of record commodity prices particularly for dairy and some cereals in late 2007 and early 2008, prices have fallen significantly as the world economy is experiencing a significant downturn due to a combination of adverse macroeconomic factors. Despite this the medium term prospects for agricultural commodities on world markets are quite good. 

Primarily due to the world supply responses, and the fact that only a limited amount of agricultural produce is traded internationally, the issue of commodity price volatility is becoming more prevalent. As part of this phenomenon, the dairy and cereal sector in particular are currently experiencing a downswing in prices. However analysts believe that the medium to long term outlook for milk is still very good, as growth in demand is well in excess of potential supply growth from low cost producers. 
The industry also has to deal with the weakening of Sterling against the Euro making Irish exports into the UK more expensive. This is particularly relevant for the dairy industry as the UK market accounted for 23% of the Irish Dairy Board sales in 2007 and is the most important destination for Ireland’s cheese exports.

Land – the availability of suitable land at sustainable prices to increase production  and achieve economies of scale is an ongoing issue for dairy farmers. Acquiring additional land is particularly important for a cohort of dairy farmers as some do not own a sufficiently sized, compact holding - a necessity for milk production - to allow for desired expansion in milk production.  While still making it economically questionable for farmers to purchase land, the moderation in land prices in the last twelve months is obviously a welcome development for those wishing to expand.

The cost of leasing is also an important issue for dairy farmers as according to the CSO
, 58.2% of specialist dairy farmers rented in land in 2007. This is significantly higher than the average for all farmers of 34.1%. Specialist dairy farmers accounted for 18.1% of all land rented nationally in 2007. 

The importance of scale in milk production is becoming more and more evident in the face of increasing exposure to world market volatility and the gradual demise of the quota regime. Larger dairy farms will therefore be essential to the maintenance of a viable dairy industry, and Government policy must promote the scaling up of dairy farms as a means to achieve increased economic prosperity. A good example of this approach is the ongoing development of milk production partnersips which have allow some dairy farmers to come together to pool resources including milk quotas and thereby generate economies of scale. Other benefits associated with these farm partnerships are improved farm efficiency and the freeing up of labour. Changes in 2008 to the milk production partnerships now allow non-dairy farmers to join with dairy farmers to form a milk production partnership, this has made entry into dairy farming more accessible for some people. Currently these partnerships are in their infancy and the number of them remains small.  However these forms of alternative farm structures have become common and successful in other countries, such as France and New Zealand.

Social

Demographics – According to data from the CSO Farm Structures Survey 2007, there were 19,400 specialist dairy farms in Ireland in 2007. The survey also highlighted the fact that in 2007 just over 73% of the specialist dairy farms were located in the Southern and Eastern Regions. This is significantly higher than the average of 46.8% for all farms. The average farm size of these dairy farms is 48.7 hectares, which is the second largest average area by farm type and is higher than the 32.3 hectares average for all farms. 

The age profile of specialist dairy producers is the youngest of any farm type in Ireland. 8.2% of dairy farmers are less than 35 years of age compared with 6.9% on average, while 13.9% are greater than or equal to 65 years of age compared with 24.9% on average. This younger age structure is a source of optimism for the sector as 

it increases the possibility of new technologies being adopted on these farms. However a note of caution should be raised as the percentage of young dairy farmers 

has declined since the 2003 and 2005 Farm Structures Survey, when there were 13.2% of dairy farmers less than 35 years of age in 2003. This age structure may also indicate that it is much more difficult for older farmers to be active dairy farmers. 

Technological
Research and Development – There has been a longstanding need to develop the industry’s product mix particularly so given the competitive pressures associated with the recent dairy commodity price decreases and the ongoing removal of price supports. The industry needs to become less reliant on low margin commodity products and focus more on the higher value added products. To achieve this, ongoing research and development is required. A key focus of the Enterprise Ireland Strategy of Transforming Irish Industry is the development of new and innovative high value added health enhancing food products through the application of science, technology and innovation. Enterprise Ireland links with Third Level Institutes and industry has a significant role to play in this regard. 

Some progress has been made in the last decade on this issue with the infant milk formula sector in Ireland now strategically very important to the Irish dairy industry and the wider economy. Three of the key players internationally in the infant milk formula sector are located in Ireland supplying 15% of the global requirement with a combined turnover of €667m in 2008. Recent research by Bord Bia on the European dairy sector highlighted significant potential market opportunities in the hard/semi hard cheese area as well as specialised dairy ingredients that deliver on health, nutritional and functional attributes. 

In addition to developing the product mix, there is a need to develop product research and marketing initiatives aimed at stimulating the demand for Irish-produced milk. The current dairy industry model encompasses processing entities that derive much of their income from international operations based on overseas milk supplies. While this makes excellent business sense, the long-term health of the industry, which is only achievable through the creation and maintenance of sustainable farming enterprises and jobs, will depend on a unique demand for ‘Irish produced’, or ‘grass-based’ milk products that will drive exports to EU and other markets

Further research on the nutritional, environmental and welfare benefits of Irish dairy products and of the Irish production system would help to stimulate this unique demand, as would the development of new marketing initiatives that promote strong brand recognition of Irish grass-based milk products. All of this could be done in the context of a more focused application of the ‘Ireland - the Food Island’ concept to the dairy sector, which would help international customers to recognise high quality dairy products produced from grazed grass.

Dairy Investment Fund - The government grant assistance of €114 million announced in 2007 under the Dairy Investment Fund, is expected to generate a capital investment spend of €286 million by dairy processors, with some of this investment already incurred. The purpose of the Fund is to increase the efficiency of the main dairy processors by supporting the upgrading of existing plant and buildings to capture new business and/or develop new added value products. 
Milk Pricing Structure - An associated issue with regard to processing costs is the price structure for milk commonly used to pay farmers in the country. Farmers are paid per litre of milk supplied to their milk processor with the price reflective of the percentage content of protein and fat in the milk. Some processors have in recent times made adjustments to the protein to fat ratio in their milk price structure in order to improve the price paid to those supplying higher content protein. This structure results in rewards based on the kilograms of protein (A) and fat (B) supplied less the costs associated with processing the milk (C). The system rewards farmers with relatively high milk solids (milk of high quantities of protein and fat), rather than those with high volumes of milk coupled with low content protein and fat. Such a pricing mechanism would force the industry to focus on milk constituents rather than volume and should reduce processing costs as less volume would be needed to obtain the same ingredients. 

On Farm Technology – Increased output and input price volatility provides a much more challenging environment and will require improved cost efficiency at farm level.  Analysis of Irish dairy farming shows a wide variation in performance efficiencies between high and low cost producers.  There is a difference of 68% in the cost base between those with the lowest production costs and those with the highest, amounting to 10.9c/litre
.  In order for dairy farmers to survive they must produce milk at a lower cost by increasing efficiency. There is a relatively high focus on technical improvement and knowledge transfer in Irish dairy farming. In recent years most of this focus has been on grassland management and the Teagasc research and advisory programmes are key to success. The use of discussion groups as a means to improve knowledge transfer and uptake has been more significant in dairying than other sectors in the last decade. 
Further technological advances in areas such as animal genetics, nutrition and both grass breeding and management will arise in the future, and will be particularly important in their contribution to the achievement of increased scale. The adoption of new technologies and advances together with the use of best international practices will be important for dairying to prosper in a more open and volatile dairy market. In addition, dairy farmers need to be assisted in identifying and securing a reduction in costs through better grassland management, better breeding and increased business orientation in this era of price volatility. This will require the continued efforts of farmers, Teagasc and DAFF.    

Animal Health Ireland (AHI) – The Programme for Government 2007-2012 included a commitment to introduce a herd health initiative to deal with non-regulated diseases and for a number of years the Department has been actively progressing such an initiative. Animal Health Ireland (AHI) is the new body, formally launched in January 2009, with the aim of improving herd health by identifying and prioritising non-regulated disease conditions that impact negatively from both a financial and disease perspective on Irish livestock. The AHI initiative is being developed as a national coordinated partnership approach to animal health. It brings together farmers, processors, marketers, animal health advisers and Government to identify what needs to be achieved over defined time-periods in the area of non-regulatory animal health  to secure improved profitability for Irish farmers and international competitiveness of Irish livestock products. 

AHI is driven and part-financed by the agri-food industry, with support from the Government, and all funding organisations have entered into a commitment to provide financial support for an initial period of five years. Animal Health Ireland has been incorporated as a company, limited by guarantee, with a Chief Executive Officer and a Board of Directors. 

Environmental

Climate Change – An international agreement on climate change this year may increase the required reduction in Ireland’s greenhouse gas emissions from 20% to 30%% of 2005 levels by 2020 and up to 85% by 2050 according to the Bali action plan. A 30% reduction in Ireland’s agriculture sector emissions would require a reduction in emissions by 5.87 million tonnes from 19.58 in 2005 to 13.71 in 2020. Such targets pose significant challenges for Irish agriculture, as a maximum of 4% technical abatement strategies have been identified. However, recent GHG modelling research conducted by Teagasc suggests that there is scope in the dairy sector to increase the GHG efficiency of milk production per unit of product, by up to 20% compared to 2008 levels, through the adoption of key technologies such as:

· earlier calving, 

· reduced replacement rate,

· higher milk composition,

· increased grazing season length and improved grazing management, 

· higher stocking rates, 

· increased EBI. 

As production will also increase, these abatement strategies may not contribute to an overall reduction in GHG emissions from the dairy sector.

Strategies for similar reduction in emissions from the beef sector have not yet been identified. In the absence of an approach that would give a significant reduction in emissions, a reduction in livestock numbers in the country has been raised in some quarters. DAFF has argued against such a strategy on a number of grounds including food security and carbon leakage.  With milk supply controls easing at EU level and to be abolished in 2015, the scope exists for Ireland to expand in milk production. The achievement of such additional output levels will have to occur within the context of lower greenhouse gas emissions in the period up to 2020. Therefore requiring ongoing improvement in agricultural efficiency.

Legal/Regulatory

Water Framework Directive (WFD) - this directive’s objective is for all surface waters and groundwaters to achieve good water status by 2015. To achieve this River Basin Management Plans (RBMPs) have to be agreed and adopted and this will likely occur in early 2010. It is envisaged that the agricultural measures that will be contained in the RBMPs initially will be derived from the Nitrates Action Programme. However where any water targets may not be reached, supplementary measures to the RBMPs will be introduced. This may have implications for intensive farming in some areas particularly if close to rivers and lakes. For example, a substantial amount of current dairying and possible planned expansion in dairying takes place in the catchment area of the Munster Blackwater river, results of the Mini Catchment Programme will determine if the rules and regulations contained in the Nitrates Action Programme (NAP) are sufficient to meet the requirements of the WFD. If it is determined the NAP is not sufficient for some rivers such as the Munster Blackwater, then supplementary measures will be added.  

It is therefore possible that measures brought in to achieve the objectives of this directive could limit the dairy industry’s ability to expand.

Internal Analysis

The internal analysis sets out the strengths and weaknesses of the Irish dairy sector to help gain a better understanding of its current position prior to setting out a sectoral action plan.

	Dairy Sector’s Strengths

	· Long and successful tradition of milk production,

· Direct access to the EU market (480 million people), the largest and most affluent consumer market in the world,

· Low cost producer of milk from grass, and with the continuing trend of increasing non-livestock usage of grain and other forage sources, this could further enhance the low-cost grass based Irish systems of production,
· Grass based production system also provides marketing tools in terms of a green image and the naturalness of dairy products produced,

· A number of Irish dairy companies are significant players on the world stage, and

· Major food brands such as Kerrygold, which is owned by the Irish Dairy Board.



	Dairy Sector’s Weaknesses

	· Seasonality of production reduces plant capacity utilisation increasing capital requirements and it restricts product mix,

· Poor product mix with a dependence on commodities, such as butter and milk powders, 

· Processing industry is fragmented and processors are smaller in scale than  their main international competitors. 
· As with processing, scale in marketing is better than the EU average but also below its main international competitors, leading to cost disadvantages,

· Milk constituent levels below EU average, with fat and protein levels 10% and 2% respectively below the EU average,

· The rate of increase in scale of milk production has been significantly lower than that of our main competitors over the past 20 years, 

· Milk quota trading system not sector driven, with restrictions such as ring fencing of quotas.



Market Outlook

The Market Outlook analysis for the World, EU and Ireland’s dairy market and set out in the remainder of this paper is largely derived from the following reports:

· EU Commission Report to Council 2007 – Market Outlook for the Dairy Sector and various updates

· OECD-FAO Agricultural Outlook 2009-2018

· USDA Agricultural Projections to 2017

· FAPRI-Ireland – various reports on market outlook

The World Market

Production

World dairy production has been increasing continuously, at an average of 10 million tonnes per annum since 1998, and this trend is expected to continue. Non-OECD countries will drive milk production post 2013, and dairy expansion will be marked in both China and India where surging demand growth will stimulate increased butter and milk production. This contrasts with the expected moderate growth in the OECD area due to gains from Oceania and the United States. 

The supply response may be affected by higher production costs as a result of both higher feed and energy costs. These costs will affect production, processing and distribution of milk products. Dairy markets will also be affected by policy intervention, environmental constraints, water availability and competition for pastureland. Increased production in many countries will come from higher yields rather than higher numbers of cattle.

Consumption

Demand for milk products in China will continue to outstrip supply and imports will increase, especially for milk powders. There will also be growth in milk powder imports in Asia and the Middle East. Imports of butter and cheese will also continue to rise in Russia. World exports of dairy products are expected to grow for all products with the Ukraine and Argentina increasing their share of the world exports market. 

Global economic growth provides the foundation for increased demand for dairy products. Economic growth in developing countries is crucial as dairy consumption is responsive to income growth in these countries. As incomes rise consumers diversify their diets and consume more dairy products leading to a greater demand for more high-value products. Population growth rates in developing countries are almost double the rates of those in developed countries and will further fuel the demand for more dairy products on the world market.

Prices

Agricultural commodity prices have dropped significantly from the peaks of 2007.  In the medium term, FAPRI and OECD-FAO are projecting that they will be higher than average levels seen over the past decade. After two decades of falling prices, structural factors such as global food and feed demand, and the expansion of biofuels should keep prices high. 

Dairy prices will change from being supply driven to demand driven and will be more responsive to market signals and consumer demand. World demand for milk products will continue to rise as developing countries continue their economic growth, and in the medium term world dairy prices are expected to average above the levels achieved in the first half of the decade, before the price spike. High international prices of dairy products will result in a supply response from traditional and emerging exporters. 

The EU and Ireland’s Market 

Production

Milk production in the EU is forecast to remain stable up to 2014 and it is estimated that an additional 8 million tonnes of milk will be needed to satisfy internal demand.  However total milk production is expected to decline gradually due to a steady decline in subsistence production. Irish milk production will increase gradually as more quota becomes available.  

Cheese production is expected to increase significantly and will become the main driver of dairy production in both Ireland and the EU. Butter production in the EU is expected to decline over the outlook period as more milk fat is used in the production of cheese. This will also apply to Ireland as we shift away from butter production to the production of higher value-added products. It is expected that the EU will be a net importer of butter by 2014. Skimmed Milk Powder (SMP) production will also decrease as more proteins are used in cheese and fresh products, and the EU may become a small net importer of SMP by 2014. Whole Milk Powder (WMP) production in the EU is also expected to decline and this will lead to a reduction in exports, as suppliers on the world market become more competitive.  

With the abolition of quotas in 2015 and the annual increase in quota under the Health Check, Irish milk producers will be well placed to respond to the increased demand, provided they continue to remain and develop as low cost grass based producers that can cope with milk price. However, the requirement for a reduction in greenhouse gas emissions will present a challenge for the sector given the need to increase milk production while meeting new lower greenhouse gas emission limits.

Consumption

Cheese consumption within the EU will increase post 2013, helped significantly by the growth in demand within the new member states. Consumption of fresh dairy products within the EU will also increase through increased demand for fermented dairy products. The EU dairy industry will give up market share on the world market as the internal market consumes a larger proportion of the milk produced.  Consumption of butter within the EU is expected to decrease and this is of particular relevance to Ireland where 80% of dairy production is exported and butter comprises 60% of output. This increases the importance of Irish companies diversifying their product mix so as to reduce their current over-reliance on butter exports.  
Prices

EU and Irish prices peaked in 2007 and since then have fallen back below levels experienced earlier this decade. Price volatility is a more prevalent feature and can be expected to continue as the EU reduces its levels of market intervention. Fluctuating market returns will result in cyclical milk price movements. It is expected that the milk price will be slow to recover as production increases gradually in response to additional quota being provided. However as demand for dairy products will remain strong post 2013 it is expected that prices will recover to relatively high levels. In summary, the world and EU market outlook for dairy products is somewhat positive in the medium term, particularly for production of higher value-added products.  

Specific Actions

Based on the foregoing analysis and in line with the recent food safety strategy we believe the following sector specific actions are required:

1. An investment strategy is required at industry level to cater for the consequences of quota expansion on processing capacity as well as to facilitate R&D and new product development. 

2. The dairy sector needs to improve processing competitiveness, scale and cost efficiency through rationalisation and collaboration between incumbent firms and co-ops. The objective must be to achieve a new configuration at dairy processing level that matches the structures already in place in our key competing, exporting countries, such as Denmark, Holland and New Zealand.    

3. Irish companies need to diversify the dairy product mix and increase the production of higher value products like cheese. To achieve this, ongoing investment in research and development is required. A key focus of the Enterprise Ireland Strategy of Transforming Irish Industry is the development of new and innovative high value added health enhancing food products through the application of science, technology and innovation. Enterprise Ireland linking with Third Level Institutes and the industry has a significant role to play in this regard.

4. New investment in milking facilities is required at farm level in order to achieve a high level of efficiency in the production of increasing levels of milk output. In addition, dairy farmers will be assisted in identifying and securing a reduction in costs through better grassland management, better breeding and increased business orientation.  The objective must be to achieve efficiencies and scale at production level that enables dairy farmers to produce milk competitively.

5. It will also be important to further increase the standard of quality and safety of Irish dairy produce. This will include the production of high quality milk at farm level through the achievement of low bacterial count, minimum residues and high processing capabilities. Progress in this area can be further facilitated by the activities of Animal Health Ireland in improving the health status of the national dairy cow population.   

6. The significant challenge of reconciling potential output growth with the need to control and reduce greenhouse gas emissions has to be addressed urgently. Research by Teagasc indicates that scope exists for Ireland to achieve potential target reductions in emissions while maintaining or increasing overall output of milk solids.
Conclusion

The agreement in late 2008 on the CAP Health Check confirmed the abolition of EU milk quotas in 2015 and annual increases in milk quotas in the years 2009 to 2013 in order to prepare the industry for a “soft landing” in 2015. The industry now needs to focus itself in order to deal with the challenges and opportunities that the abolition of milk quotas will bring. In order to do this the industry must play to its strengths of grass-based production to ensure low cost production and to market its green image. This can be achieved through maximising the intake of grazed grass in cows’ diets. Equally the industry’s weaknesses must be tackled through achieving greater scale in milk production, processing and marketing to reduce costs per litre. The high dependence on butter as a dairy product must also be reduced. Furthermore the industry will have to develop while dealing with environmental and regulatory requirements, such as climate change and the water framework directive.

Following significant milk price increases in 2007, a significant decrease occurred in 2008 with a further deterioration in 2009. These price changes along with higher input prices have resulted in the erosion of the wave of optimism in the sector eighteen months ago. However despite this price reversal the outlook for the prices in the medium term is positive, due to significant world demand for dairy products based on an increasing world population and economic growth in developing countries. For an industry so dependent on export markets, the expected growth in world demand should benefit the industry.

December 2009

� The views expressed in this background paper do not purport to reflect the views of the Minister or the Department of Agriculture, Fisheries and Food


� Bord Bia


� DAFF, Annual Review and Outlook 2008/09


� FAPRI-Ireland 2008 WTO Reform Analysis: Potential Impact on EU and Irish Agriculture, September 2008


� CSO, Farm Structures Survey 2007


� Teagasc RERC, Situation and Outlook in Agriculture 2008/2009, Dairying





PAGE  
1

_1321355057.xls
Chart2

		Butter

		Cheese

		Other

		Whole Milk Powder

		Chocolate Crumb



Whole Milk Utilisation, Ireland, 2007

0.61

0.23

0.1

0.05

0.01



Sheet1

		Milk Output and Disposal (Whole Milk Only), 1990- 2006

		(million litres)

		Year		Milk sold off Farms		Milk used in Farm Households (1)		Imported Milk Intake		Total Milk Output of which:		Used for Liquid Consumption		Used in the Manufacture of: Butter		Cheese		Cream (2)		Whole Milk Powder		Chocolate Crumb		Misc. Products

		2006		5,083		33		566		5,682		469		3,099		1,335		239		298		152		743

		(1) Including milk used for the production of Farm butter, cream and cheese and milk given as payment in kind to agricultural employees

		(2) Includes milk used for the manufacture of cream by creameries and pasteurisers

		Total Milk Output of which:		Liquid Milk		Butter		Cheese		Cream		Whole Milk Powder		Chocolate Crumb		Misc. Products

		5,682		469		3,099		1,335		239		298		152		743
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		Whole Milk Utilisation, 2007
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