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Presenter
Presentation Notes
Good morning Ladies and Gentlemen. My name is Silvia Estrada-Flores and my company’s name is Food Chain Intelligence.  I provide consultancy in the areas of supply chain & refrigerated transport, packaging and storage of perishable foods. I have developed projects in a wide range of industries (e.g. food , transport, pharmaceutical). 

http://www.foodproexh.com/index.htm
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Annual expenditure in machinery and equipment
°Food machinery manufacturers in Australia
Meat Industry

Major trends, drivers, geographic spread , regulatory
changes, key differences relative to NZ, industry contacts.

eDairy Industry

Major trends, drivers, geographic spread , regulatory
changes, key differences relative to NZ, industry contacts.
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Presenter
Presentation Notes
I will discuss major trends, drivers, geographical spread, regulatory changes, industry associations of relevance to you and I will aim to highlight some important differences with respect to NZ. I plan to cover the meat and dairy sectors in detail, but I will mention other sectors fairly quickly, such as the seafood and horticultural industries.
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Presentation Notes
First of all, the contribution of Australia as an exporter and processor of food is relatively small. For example, we produce 4% of the total world beef supply, although Australia is the largest exporter of beef (25% of total trades). But the industry feeds about 60 million people and is our largest manufacturing industry. This shows how the food industry adds value to primary production: by the time food hits the supermarkets shelves, its value has tripled. Exports add a significant chunk of value too.
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Major Food Manufacturers
Revenue & Profitability 2007

Company Revenue ROSF(%) Company Revenue  ROSF (%)

Fosters Group 4,760.2 20.9 Dairy Farmers 1,176.0 10.0
Coca-Cola Amatil  4,441.0 19.2 Arnotts Biscuits 1,152.9 51
Nestle Australia 25282 16.6 Unilever 1,052.8 7.0
Goodman Fielder 2,428.5 12.7 Nippon Meat 946.6 NIC
Cadbury Schwep  2,321.0 447 Frito-Lay Australia 930.9 8.6
Swift Australia 22224 2.5 Simplot Australia 8498 6.5
Murray Goulburn  2,175.0 2.6 Bartter Holdings 8159 N/C
San Miguel Foods 1,984.9 18.5 Hardy Wine 815.0 N/C
Lion Nathan 1,883.1 303 Parmalat Pacific 790.7 199
Food Investments 1,745.7 7.7 Ricegrowers 7381 13.0
Inghams 1,600.0 N/C Riverina 680.0 N/C
BAT 1,476.7 64.9 Kraft Foods 676.1 -3.6
Ridley 1,445.1 5.8 Pernod Ricard 668.2 4.6
Mars Australia 1,302.8 139 H.J Heinz Australia 645.2

Teys Bros 1,230.0 N/C Philip Morris 623.3

46,106.1
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Presentation Notes
Move back to fresh and organic products at the expense of some manufactured goods
 Imports of manufactured products are growing (up 74% in 5 years) and were 10% of supply in F2007, over
double the level of less than a decade ago.
 Import barriers are being removed.
 Exports remain strongest in meat, dairy and wine
 Ownership is concentrating in all sectors
 Foreign control of food manufacturing has moved up to 70% of revenue.
 Profitability is improving, now almost treble the bond rate.


(EC‘," The Australian Food Industry

Figure 6.1 Owverview competitiveness of the all sub-sectors.
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European Commission. 2007. Competitiveness of the European Food Industry: An
economic and legal assessment.
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Presentation Notes
How do we compare with others?
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Chart 2: Logistics Costs as a Proportion of Export Prices
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Presentation Notes
Now, one of the key challenges in Australia is logistics: this graph shows that the logistics of exported agricultural products absorb 12% of their value. Meat logistics costs are nearly 6%. Mostly on road transport. I don’t have particular data for NZ but I would expect a lower proportion of road and a slightly larger effect of sea transport, compared to Aus.
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Presentation Notes
I though this slide would be of interest to you, because it represents the investment of the industry in machinery and equipment per year. The wine industries are the largest spenders but the meat sector is close behind, with annual purchases of over $300 million. Dairy is the third single largest category, with an expenditure of $232 m. In total, the food industry spent AUD$2,146 m in 05/06, just in machinery and equipment.


= Plant, machinery & equipment

INn  Aview of competitors in the food machinery area

Company | Suburb | Postcode State Revenue Er‘l‘]]|l]',|l'EE|
Allied Indusiries Pty Lid Artarmon 2084  NSW 1,000,000 B
EFCA Pty Lid 5t Kilda 3182 WIC  $1,000,000 B
Emesgt Fleming Pty Lid - ta Flamingo Silverwater 2128 NSW 31,750,000 B

Products
Fallsdell Machinery Pty Ltd gﬂﬂ:‘fe” 2200 NsW 10
FMIC Technologies Australia Limited Wilkawiood 2163  NSW 25
Food Equipment Australia Phy Lid Landzdale G065 WA 52,500,000 17
Food Industry Products Pty Lid Altona 3018 YIC 10
Food Processing Equipment Pty Lid - a FPE  Pooraka 2035 DA 32
Gea Process Engineering Australia Pty Lid Blacklum 3130 YIC 40
Heat and Control Pty Ltd Maunt H22 Qb 435 (G)

Gravatt

Holland Equipment Pty Ltd Yagoona 2189 NSW  $1,000,000 &
JB Macmahon Pty Ltd Forestville o035 SA 23
JC Design Pty Lid Gosford 2250 NSW 10
Klauszen Trading Comgany Ply Ltd Blacktown 2148 MSW 25
Linco Food Systems Py Lid Seven Hills 2147 MWSW  $5,000,000 12
Onslow Engineering Ply Lid Aubum 2144 MSW 18
Procut Australia Pty Ltd - t'a Zerco-Procut Milperra 2214 NSW 51,900,000 3
- - . Port 3207 VIC =0
Saurin Enterprises Ply Ltd Melbourne

Smo-King Ovens Pty Lid Silverwvater 2128 NSW 52,000,000 6
Tecnol Enginesring Pty Ltd ﬁ"::'&ﬁ” 2184 NIW 15
Tetra Pak Imporiz Pty Lid - t'a Tetra Pak Fairfield 2185 NSW §95,000,000 180

Manufacturing, Tetra Pak Marketing
TJR Products Pty Ltd Murarris 4172 QLD 17
Tripax Engineering Company Pty Lid Bayzwater 3153 WIC  $2,500,000 26
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Presentation Notes
I searched the companies that are after the pool of $2,000 m. I found 31 companies based in Australia and these are some of them.


Plant, machinery & equipment

A view of competitors in the manufacturing software
area

Company Suburb Postcode | State Rewvenue Employee
Advanced Design & Manufacturing Pty Lid - f  Belmont G104 Wi §2,500,000 a
a Adam technaology
AIMSE Pty Lid - ¥a AIMS Instrurmentation Femwick 8107 WA 18
Apparel 21 Phy Lid Richmond 3121 WIC ao
Arel Australia Pty Lid Maseot 2020 MWSW 50
Azsociated Computer Solutions Pty Lid Waterloo 2017 MNSwW 12
Bowen & Groves Pty Lid Mulgrawve 3170 WIC 25
Computer Manufacturing and Integration Ply  Bundoora 3083 WVIC  $1,700,000 T
Lid - tfa GMI (G)
Contract Computer Services Piy Ltd Bondi 2022 WSW - $1,000,000 5
Junction
Discline Pty Lid Fent Town 5087 SA 22
EDMI Pty Ltd Brendale 4500 QLD 34,000,000 20
Future Business Systems Pty Lid EE;EEM N VG 32,500.000 24
Ironbark Software Py Litd Eight Mile 4113 @D 5
Flains
12 Techmologies Pty Ltd - ta 12 Technologies  Sydney 2000 MWSW 38,480,005 4
Manufacturing Software [Aust) Pty Lid - ta Miranda 2228  MNESW 10
Manusoft
Millison Techmology Pty Lid Ciamdenang 3175 VIC 10
Mirrab-ooka Systems Pry Lid Lutwryche 40:30 QLD 050,000 10
MiTek Australia Limited - t'a MiTek Australia  Dandemong 3175 VIC 553,842,028 132
Limnited Sout
ML Limited Sydney 2000  HNsSW  #1 .?21.3{582. a5
Open Systems Technology Phy Lid Adelaide 5000 SA . 15
The Optimise Group Phy Ltd Sandringham 3181 VIC 15
Crztech Enterprises Pty Lid - t'a Rebound East Perth G004 WA $4,000,000 T
Computer Company
Powerlan Limited Marth 2060 MW3SW 51 E.EIIZIE.EIIZI[‘:- 130(3)
Sydney {G)
Pronto Software Pty Lid Bunwood 3151 WIC 250
East
Sandvik Drill Fipe Australia Pty Ltd Hefose 30 SA 35
The Sclubion Specialists Pty Ltd - t'a Solspec Miranda 2228 HNSW 14 (3]
Specialised Technical Services Py Litd Scoreshy 3176 WIC ]
554 Global Techmolegies (Australia) Pty Ltd  Chatswood 20867  WSW 100
Sysnet Associates Internabional Pry Lid Sydney 2000 MEwW 12
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Presentation Notes
This is a summary of the manufacturing software companies based in Australia. So, you would face some competition, but the revenue shown for some of these companies and the expenses estimates we saw before indicate to me that you still have a fairly large share of the market to grab.


Sheep/Wool Map
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Presentation Notes
I will discuss our first sector: meat. I will talk about the general meat industry, perhaps touching more on beef production than other types of meat.
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Presenter
Presentation Notes
I will refer to factors that affect the industry using the concepts of STEEP and the Porter five forces framework, but particularly centering the discussion around suppliers, buyers and rivalry. STEEP means social, technological, economic, environmental and political/regulatory factors. I find that this framework helps to understand how different forces and factors pull the industry in several directions, sometimes even in opposite directions. For example, regulatory and technological forces push the meat industry to achieve better control of their supply chains and enhance food safety. Meanwhile, economic forces push the industry to minimise production costs, thus depressing the investment in new technologies. We will see many examples like this.
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Presenter
Presentation Notes
Going back to our STEEP framework, there are some social factors that are affecting the industry, mainly related to consumers attitudes and views of the role of meat in environmental issues, health and wellness, animal welfare and social justice for farmers. But there is an obvious social and economic driver, which is the rising costs of foods. 
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Presenter
Presentation Notes
Then we have technological factors related to innovation in the meat industry. Some of these are meat bioactives, traceability and DNA marking, and the creation of new products that are less reliant on refrigeration.
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Presenter
Presentation Notes
The biggest bubble in this STEEP analysis covers the economic factors. The strength of the Australian dollar is a concern at the moment for beef and lamb exports, but not so much for locally demanded meat, such as poultry. In fact, poultry producers will be quite happy to buy grains, other consumables and machinery when the Aussie dollar is strong. Even so, the demand for Australian meat is likely to increase, in view of the current food crisis and the growth in our main markets. The levels of service of the transport industry are another concern, both in price and availablity.


Qq;(jf Meat Industry-structural analysis
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Presenter
Presentation Notes
Environmental factors of concern are the 6 years of drought in many production zones. I am sure you will have heard the issues of water distribution in the Murray-Darling basin. Other concerns are related to the environmental footprint of the industry and the global discussion around climate change. The use of energy and water in the industry will also need to be reviewed at the processing plant level, particularly in the light of the new emissions trading schemes to be implemented by 2015 (or so). The competition of grains for animal and human food vs biodiesel is also in the agenda of meat producers. 


()
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SOCIAL FACTORS (STEEP)
-Beef producers receive poor
prices

-Welfare concerns

-Diet concerns
-Environmental concerns
-Rising food costs
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Presenter
Presentation Notes
In terms of political and regulatory aspects, the meat industry is highly regulated. The main regulatory concerns are animal welfare, OH&S issues, the development of a national grading system and food safety. But there are other political forces playing, such as quarantine aspects, the US-Korea free trade agreement (which will weaken the exports to Korea).


@q:r*‘”f Regulatory initiatives
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Food Safety Guides and Standards

1. Businesses in the NSW meat industry must comply with the relevant parts of Food Regulation 2004, Food
Standards Code as well as relevant parts of the following guides and standards.

2.  NSW Standard for Construction and Hygienic Operation of Retail Meat Premises PDF 94 KB

3. Red Meat Processing (Abattoir) and Transportation Australian Standard for the Hygienic Production and
Transportation of Meat and Meat Products for Human Consumption (AS 4696 : 2007)

4. Poultry Processing (Abattoir) Australian Standard for the Construction of Premises and Hygienic Production of
Poultry Meat for Human Consumption (AS 4465 : 2005)

5. Rabbit Processing (Abattoir) Australian Standard for Production of Rabbit Meat for Human Consumption (AS
4466 : 1997)

6. Rendering Plant Australian Standard for Hygienic Rendering of Animal Products (AS 5008 : 2001)

7. Ratite (Emu/Ostrich) Processing Australian Standard for the Hygienic Production of Ratite (Emu / Ostrich)
Meat for Human Consumption (AS 5010 : 2001)

8. Production of Game Meat Australian Standard for Production of Game Meat for Human Consumption (AS
4464:1997)

9. Production of Wild Game Meat (Upcoming standard to replace AS4464:1997) Australian Standard for the
Hygienic Production of Wild Game Meat for Human Consumption (AS 4464:2007)

10. Production of Natural Casings Australian Standard for the Hygienic Production of Natural Casings for Human
Consumption (AS 5011 : 2001)

11. Production of Pet Meat Australian Standard for the Hygienic Production of Pet Meat (AS 4841 : 2006)

Food Chain Intelligence
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Presenter
Presentation Notes
This is a list of the Food Safety regulations relevant to the meat sector. A food plant processing only beef would have to comply with about 5 of these. The bad news is that the beef processors need about 6 or 7 food safety licenses, with a minimum fee each of $260. So that would be an annual fee of about $1,800 just in licenses. 

And remember: this is just in the food safety area!


Meat Industry-structural analysis

Suppliers

-60,000 workers in the industry

-74,352 cattle properties
Mhranin lak

Chronic labour shortages

-To survive, .

automate processes

-This may exacerbate the shortage of
skilled labour (e.g. engineers, IT
personnel and tradespeople especially
electricians).

Industry competitors

-Approximately 5,800 enterprises

-Relentless consolidation over the last 25 years, with
10 - 15 slaughtering establishments disappear every

year.

and export focus

-53 abattoirs are large organisations dealing with
exporting meat.

-170 smallgoods makers

-64% of beef is exported

-GDP in excess of $16billion per annum

-During 2006 — 2007 the industry achieved an 8%
increase in beef exports to reach a record $4.9
billion, with almost half of this coming from sales to
Japan

The Australian packaged foods and meats market
generated total revenues of $23.8 billion in 2007

-Food manufacturing industry
-Food retailing industry

-Food wholesaling industry
-Fast food, restaurants, catering
sectorr

Relentless consolidation

Consumers
Buyers

Drica _ cancitiva -Domestic red meat consumption
continues to increase.
ire for 2007: $9

from 2006)
Supermarket power and vers

ends

consumer purChase power iocial consciousness

g
-opinwan unvers (e.9. vegetarian, halal,

no consumption of cow meat in India, etc)
-People spending less share of their
incomes on food

-People shopping more frequently
-Growth of casual dining

-Attitudes to new production systems (e.g.
GMOs, alternative energy sources)
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Presentation Notes
Now, following the semi-five forces analysis for the meat industry, we have an analysis of suppliers, industry competition and buyers/consumers. The supply aspect I want to emphasize here is the chronic labour shortages felt by all the food sector. Just how exactly are we going to entice generation Y in taking jobs in the meat industry (as opposed to higher paid jobs in mining) is unknown. In terms of industry competition, the key aspect is the current consolidation and export focus in the industry. Perhaps a strategy that you may derive from this information is: get to know your customer. 

You may be aware that the role of supermarkets in grocery retailing is currently under the microscope of the ACCC. Just a couple of months ago, the Australian Beef Assoc found that 1 kg Australian beef in Tokyo at retail is $3.00 cheaper than in Australian supermarkets.
It is also a fact that nearly 2/3rds of the meat consumed in Australia goes through supermarkets. Now, linking this to other strategies of Woolies and Coles and the consolidation of abattoirs occurring, it makes me wonder if supermarkets will investigate other supply chain alternatives. e.g. creating their own abattoirs or carrying out all the butcher work on store. 


@q;'r‘[f Meat Industry-structural analysis
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e The unique ‘clean and green’ image of Australian food products

e Industry resilience and willingness to embrace change

e Infrastructure support (e.g. MLA, RDCs)

e Government priority positioning for the industry

e The promise presented by emerging technologies and new knowledge in areas
such as genomics, biotechnology, ICT, and robotics.

In other words: Innovation
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Presentation Notes
Until now, we have discussed all those challenging factors that affect the industry. But this is half the story. The other half is the opportunities ahead. I am listing here some of these, but there are other opportunities to be explored. The key word here is innovation. Can we put a good case for innovation in the meat industry? Sure we can! Now we only have to convince the government that we can deliver. 


q;Cf’ Meat Industry-structural analysis

INn  Pretty challenging! So, Where are the opportunities??
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In other words: Innovation
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Presenter
Presentation Notes
One example of innovation is robotics. Food Science Australia has a small team of engineers that has been working in sophisticated robots for the meat industry, using vision and laser technologies. Although progress has been slow due to the high R&D costs, the team has come up with solutions to automate exact cutting movements.


Meat Industry- geographical locations
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Presenter
Presentation Notes
Now let’s have a look at geographical locations of abattoirs. The red dots here show the location of the major abattoirs. As you can see, they are distributed along the coast, with the three main capital cities around them (Melbourne, Sydney and Brisbane). Not surprisingly, may of the abattoirs are located in the Murray-Darling basin. Meat for export can then be transferred to the ports.


qu*‘i“” Supermarkets- geographical locations
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Source: BITRE 2008 compiled from Woolworths and Coles web sites March 2008
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Presentation Notes
This map shows the geographical location of supermarkets in Australia. The density is very high in the same areas with high abattoir density. The domestic supply chain to less populated regions (e.g. Northern Territories) is one of the biggest factors in pricing of services in general and food. Distances also place a disadvantage to NT farmers. 


@(!:f’{i# Major players (abattoir work)
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QLD: Australia Meat Holdings Pty Ltd, Australian Country Choice,
Consolidated Meat Group P/L (Teys Bros), Churchill Abattoir,
Killarney Abattoir, Oakey Abattoir, Kilcoy Pastoral Company
Limited, South Burnett Beef Trading Pty Ltd, Stanbroke Beef PTY
LTD.

NSW: Cargill Australia Limited, EC Throsby Pty Ltd, Narasell Pty
Ltd, Northern Co-Operative Meat Company Ltd, Southern Meats
Pty Ltd, Wingham Beef Exports, Bindaree Beef, Burragong Meat
processor, Rockdale Beef, Ramsey Food Processing.

VIC: H W Greenham & Sons P/L, G.H.Keily Meat Exporters P/L,
Midfield Meat Processing P/L, Cedar Meats (Aust) Pty Ltd, G & B
Gathercole (Vic) Pty Ltd.
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Presenter
Presentation Notes
I will not dwell on this slide, which shows the major companies that would be buying your machinery. Most of them are Queensland based, as you can see. But the industry in NSW is fairly large too. You may be interested in knowing that about 8 million carcasses are processed per year in Australia. 6 million are processed by only these companies shown in the slide.
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1. Australian Meat Industry Council (AMIC). AMIC encompasses
the Retail and General Industry Group, Smallgoods Industry
Group and the Processor Exporter Group.

2. Australian Meat Processor Corp (AMPC)

3. Australian Beef Association (ABA)

4. AUSMEAT LTD

5. Cattle Council of Australia (CCA)

6. National Meat Industry Training Advisory Council LTD
(MINTRAC)

7. Australasian Meat Industry Employees' Union (AMIEU)

8. Queensland Country Meat Processors Association (QCMPA)

9. Red Meat Advisory Council Ltd (RMAC)

10. Meat and Livestock Australia (MLA).

11. The Australian Organic Red Meat Association

Food Chain Intelligence
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Presenter
Presentation Notes
As per the slide here, there are at least 11 associations that can provide you with further information.


(FCf Meat Industry-differences with
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New Zealand

*20% beef consumed domestically

eCarcass weights for local market = 210-220 kg
eCarcass weights for export= 270-320 kg.

*NZ counterparts are more professional and
sophisticated as result of a stronger export
focus.

*NZ firms demonstrate superior innovation
capability

*NZ competitors have better relationship with
regulators (interviews; MLA Report — TAP 2000

*40% beef consumed domestically
eAverage slaughter weight= 246 kg

*Meat industry has a low risk profile (not
investing in innovation enough)
eAdversarial relationships across the chain
and with regulators
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Presentation Notes
Dairy is a well-established industry across the temperate and some subtropical areas of Australia. While the bulk of milk production occurs in Victoria (more than 65% in 2006/07), all states have viable dairy industries that supply fresh milk to nearby cities and towns. A wide range of high-quality manufactured products, from fresh products such as yogurts and a wide variety of cheese types to bulk and specialised milk powders are produced in most Australian states. Nevertheless, the manufacturing of longer shelf life products, such as cheese and powders, is becoming concentrated in the south-east corner of the country (VIC, TAS, SA).
The Australian dairy industry operates in a completely open and deregulated market. New Zealand has unrestricted access to our market as a result of the Closer Economic Relations agreement of the early 1980s.
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« Confidence and image threatened by sustained
I drought conditions
l

o Improved trade environment with less intervention to
support EU and US exporters
e Expanded share of global ingredients trade in the hands of

: Resource competition
1 * Development of water markets allowing trading _
I of water between different user industries and fewer major traders o

: irrigation systems e Emerging low-cost exporters gaining market share
1

1

1

1

1

1
1
1
1
e Greater competition for feed grains and fodder  \ T T T T T T T T T T T AT T T T T T T T T T e e e e e e e — - -
1
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1
1

I’ ot TTE ST s T T T T T T T T T T T T e Tight supply-demand conditions in the world market for
| Dairy farms . ) 1 dairy commodities with supply constraints affecting major
y * About 8000 farm enterprises, dominated by 1 exporters
: family farm mode_ls : e Growing demand from emerging economies in Asia and the
;o Low-cost production by world standards : Middle East
! 1
1

from other intensive livestock sectors Dairy’s proposition to
¢ Increased competition for land, water and consumers
cattle has increased options for producers « A platform based on wellness,

indulgence and convenience

>\ water x ______________________
%oduﬁi?:n milk processing/ export

production anufacturing j
) markeng r‘e‘rall

> supplements

« Encouraging signs of growth at farm level, offset by
effect of exits, and a large % maintaining constant
output

e Growing strength of independent retail sector
e Pressure from retailers for brand consolidation

I Consolidating processing/marketing
' o Fewer owners of dairy facilities through

-—==x
Import ut of home eating
_____________________________ .
Milk production 1
e Output falling by 5-7% last 2 seasons : ___________________________
« Decline forecast in 2007/08 due to effects of drought | Domestic retail markets
on pasture growth and cost of purchased feed ' « Retailer control of supply chain increasing
1
1
1

acquisition alongside expansion of private label
o Integration of Fonterra operations in Australia

1
1
1
1
: » Consolidating but expanding food service
e Consolidating brand ownership 1
1
1
1
1
1
1

1
1
1
: channels
1 e Restructuring of plant configuration and factory &= ~~~~~-~~-~"T-TTTTTTTTTT7 ===~ =="= !
Reference: Fresh Logic Report February 2008 : rationalisation has reduced plant capacity
| Contraction of regional milk supplies in NSW and Value contributed:
I Queensland has meant consolidation of facilities
. TTTTmmmmmmmmmmmmmmmmmmmm T Farmgate $4.1bn
Freshlogic, 2008
h . I I . Ex-factory $7.5bn
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Presentation Notes
The Australian dairy sector delivers $14.6 billion in value add per annum. The industry employ 40 thousand people, about half live in rural Australia.
The industry experienced a slow recovery from the severe drought of 2002/03, only to be impacted by another drought in 2006/07


Markets by tonnage: m Australian dairy exports represents 12%

1. Australia 395,800 of world trade

2. Japan 137,700 = AS2.5billion per annum (NZ exports
3. Singapore 84,600 NZS$6.3 billion)

4. Malaysia 64,400 = North Asia

5. Indonesia 63,650 o Rapidly aging

6. Philippines 45,600

0 Increasingly affluent

Demand exceeds our ability to supply
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Presenter
Presentation Notes
The industry represent 12% share of global dairy exports, behind the EU and NZ (35%). We export about 1 million tonnes of products, earning $2.5 billion in revenues. 
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MAJOR PLAYERS
Market Share
Major Player Mameﬁ:ﬁ;
Fonterra Co-operative Group Limited 22.00% (2007)
Murray Goulburn Co-operative Co Limited 10.00% (2007)
B Australian Co-operative Foods Limited 7.00% (2007)
mm  Oter AN 61.00% (2007)

Dairy Farmers: Fonterra and National Foods
Are discussing a joint bid

Warrnambool Cheese and Butter Factory (Est. 2006-07 market share: 3.4%), National Foods,
Burra Foods, Tatura Milk Industries, San Miguel, Bulla,Parmalat, Nestlé, Kraft, Bongrain, Butler,
Unilever, Brown Foods.
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Presenter
Presentation Notes
While 90 dairy manufacturing firms are regular exporters, a small number of firms account for the overwhelming majority of Australia’s export business on both a volume and value basis (the top 12 firms would account for around 90% of export sales). In NZ, Fonterra accounts for 95%.
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el il THE DAIRY INDUSTRY

Year: 2007
Geographic Spread of Other Dairy Product Manufacturers

Region Percentage
B vic 482
[ NSw 195
Il QD 132
e owa 9.7
[ sA 82
[ TAS 12
B ACT 0.0
Bl NT

Milk Production by State

Region Percentage
M vic 65.3
B NSw 12.1
M ab 6.1
B wa 39
0 sa 67
[0 TAS 59
I ACT 0.0
B NT 0.0
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Presenter
Presentation Notes
The Australia market for dairy products is mature but does continue to deliver volume and
value growth. Over 20% of milk production is consumed locally as liquid milk with roughly
an additional 25-30% being consumed as products such as cheese, dairyspreads and
yogurt.
Large supermarkets account for 55% of domestic dairy sales. Faced with little real growth
in same-store sales, larger retailers have implemented strategies to cut supply chain costs,
expanding both their private label lines and their convenience store networks.
Private label accounts for a large share of drinking milk sales and the large grocery retailers
are likely to take a more aggressive approach here with other dairy products such as
cheese and yogurt


Dairy Industry-structural analysis

Processing consolidation World market in new territory
C tition fo rces

ompe rresa + Exporters competing strongly for whole milk v Prices have peaked but tight market conditions. prevail
Record grain price impacting marging = Mangin preseure for domestic processorns v Low inventories are increasing price solatily
Escalating fuel and festiiser prices + Choices between export and domestic cusbamers » Demnand resifient despite high prices
Greater competfion For feed graing and product mix optiens more Comphex ¢ Rising dairy substitute prices
Water access uncertsinky = Restructure possible with Dairy Farmers’ sale s Major trade refarmn remaing dfficult amid food security
e capital providers enbering ared price inflation conosrms
Continuing competition for land and peaple

Waker

\
\ Y ||

| ‘*.:h Y Export The Australian
. o Pl_u:ﬂin” dairy industry
Fead ducti production B
i manufacturing value chain
Harketing Retail
Supplements »
Dist'n '
____.-""ff Imports R\ Food service
‘ -l . N
+ — —
K"‘-\.

Dairy farming in volatile times
Pressure on supply chaim management

= Im confidence inned by high farm .
F,.-f:md nderpinned by high Farm gete - Hightr donsestic share of milk use strangly Domestic markets

- I:pg1hn= mun;m rmore volstle Iﬂﬁ.ﬂ'lﬂl'l; milk vakse v Ganeral Food price inflation

» Production inbentiors Ravs not Folowsd o Lack of milk growth sustsins pressure on capacity * Orwerall market value growth has been good

Ty T e — v Higher logistics costs sevicing fresh markets where » Desnand volumes affected by higher prices

» [ncreasing regurements For sthical standards local supply in decline . ]':"'““"!'” sentiment ?ﬁ O prevaime

» Contiraing uncertainty around cirate and » Retal customens sesking cost reductions D'::::.:lﬁiﬂﬂl'r o Lervioe &
implications for future systemes

Freshlogic, 2008
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Presentation Notes
Some challenges for the industry are :

Global demand for dairy ingredients outstrips Australia’s ability to supply with prices for dairy ingredients doubling in the last two years. The challenge for Australia is to identify the highest returning markets and create long term partnerships with customers based on reliability of supply, price, functionality, and new product offerings (involving incremental improvements through to new and novel products). 

• On the domestic front, significant challenges to maintaining supply include climate change, stewardship of natural resources, urban sprawl and attracting, retaining and developing talented employees in a shrinking workforce. 

• South America and Eastern Europe are emerging as low cost producers of milk and there is latent capacity in both Europe and the US to increase their own export sales of dairy products. 

Australian milk production sector has been severely affected by drought. This has been felt across all dairying regions. In 2007/08, drought affected almost 90% of Australia dairy farmers. 2007/8 milk production is forecast to be 9.1 Billion litres. This is down 5% on the previous year
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THE DAIRY INDUSTRY

Y% exports

*Slow to moderate growth
in exports.

*Widespread drought and
sharp costs increases sees
Aus production down in
07/08 but recovering in
08/09

*Only major exporter
expected to increase
production over 2012-
2013

*An expansion expected in
response to high prices
eConcerns over
environmental impacts
and lead times in building
herds
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Dairy Industry Association of Australia (DIAA)
Queensland Dairy farmers Organisation

NSW Farmers Association

Dairy Industry Development Company (NSW) Ltd
Dairy Australia (R&D)

Australian Dairy Farmers

Australian Dairy Products Federation

Dairy Australia

Department of Primary Industries Victoria

. Geoffrey Gardiner Foundation
. National Dairy Alliance

. Regional Development Victoria
. United Dairy Farmers Victoria
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Horticulture

*VValued at $6.9bn and 3rd in size to meat and grains within the agricultural
sector

*Exports account for 10% of total production at farm gate value.

eAustralia is a very small player (> 1%) in the world trade and does not
have competitive advantages in management, marketing, distribution or
packaging.

*There are currently 18,800 growers of horticultural products in Australia
that collectively employ 80,200 people (20 % of the total employment in
agriculture)
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Investing in Breweries — Tooheys & Castlemaine XXXX

ZDUEFWIEW | STRATEGY | UPDATE | BOAG's ACQUISITION | DEET REVIEW | GLOSSARY

Tooheys Castlemaine XXXX
Utilities, = Boiler replacement
cellar _ « Air, refrigeration and electrical systems upgrades
Eg;matmn & « Energy Management System improvements
processing + Upgrade and automation of beer processing to packaging
Packaging + De-link stubby and can lines + De-link bottle and can lines
development — Install new can line — Install new pasteuriser
« Increase speed and flexibility of |+ Replace palletisers with robotics
other bottle packaging lines + Increase packaging flexibility
— Replace bottle palletisers — Relocate new and existing
— Replace bottle filler packaging equipment in
building extension
“0 RIP0 [ Investing for efficient & flexible manufacturing (=]
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