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View from Overseas

What will change the produce World in 2019?

019 Is set to be a year full of change in

the UK and intemational produce sector.
Liveryman John Giles, from Promar Intes-
national, reviews some of the factors that
will impact on the industry over the next 12
months.
e BREXIT - this is the biggest change
facing the UK economy per se, let alone just
the produce sector, At the time of writing,
no one Is stlll sure what sort of Brexit we will
end up with, but many are now planning for
& 'No Deal’ scenario or 2 situation of “what
is the worst that can happen™ Either of
these are bound to see a change in the
structure of the supply chain. The best
prepared being able to survive, having taken
into account potential impacts on supply,
labour and customers. Those that have not,
will be in for a hard time. Exporters in the
rest of Europe will carry on doing business
in the UK and might well look to set up
more joint ventures andlor programmes of
inward investment to access the UK market.
At the same time, they will be tempted to
look at other International opportunities to
compensate for any down tum In business
they experience in the UK
@ Investment in robotics will increase
~the issue of labour availability in the UK has
been bullding for some time but this is not
just an issue in this country, but seems to be
impacting on mary other areas of the werd
too, Looking at the opportunities that can
be achieved by the use or robotics in areas
such as planting, pécking, packing and
distribution of fruit and vegetables surely
must come mare to the fore if this problem
is to be tackled meaningfully. In the UK, the
Issue will come In to sharper focus if labour
supply from other European countries will
be restricted In the future. In many
cases, the technology already exists to
do this but the cost of uptake has
often proved to be a barrler. This Is
Ekely to change In the future
# Consolidation in the supply chain
~ it looks as # the merger of Sainsbury
and ASDA coudd possibly go ahead at
some stage in 2019. This will create a
situation whereby the two largest retail
chains (Tesco and the JS/ASDA
merges) will now have a combined
market share of around 60%. There
will inevitably be a knock on impact
on the supply base both for UK and

international suppliers

@ Ongoing growth of the
discount sector - over the
last 5 years, the Germen dis-
counters have shaken the UK
market up beyond all recog-
nition. Both Aldi and Lidl still
have ambitious plans for more
store openings over the next
few years. This will only add to
the level of competition In the
retail market per se. The Co-
operative has also announced
a programme of new store
renovations

® Increased focus on sustainabllity issues
- pressure from a combination of cust-
omers, NGOs end govemment will see
additional demands made on companies at
all stages of the supply chain to demon-
strate good practise In areas such as the use
of water, reducing the use of plastics,
mitigating the impact of dimate change and
reducing carbon footprint levels. This has
been building for some time now and show
no signs of diminishing in the next 12
months

® (se of Big Data and block chain tech-
nology — these developments have again
been building in the supply chain for some
time now, but have yet to see wide scale
uptake in the produce sectoc The use of
black chain technology has seen uptake in
other sectors of the economy, such as
financial senvices, but some retadlers in the
US are starting to experiment with this in the
agri food sector as an alternative to exdsting
traceability systemns. Big data projects have
50 far focused on production based issues,
Bnking together information on soils, water,

climate and ylelds with relatively little
development of models In the post-harvest
sector. This still presents a big opportunity
to add value to both products and senvices
for produce companies both internally and
to customers

® Booming demand in Asla will continue
- no one needs reminding of the fact that
there will be 9 billion consumers in the world
within a generation and rmuch of this growth
will be in Asia. Population growth in the
mega countries such as India and China has
probably peaked, but In these countries,
there will be hundreds of millions of
consumers entering the middle classes in
the next 10 years, This will continue to drive
demand for high quality Imported frults and
vegetables. Suppliers such as Chile, Peru,
South Africa, New Zealand, the US and in
some EU countries will continue to make
inroads into Aslan markets, They will also
nead to balance the effort needed to bulld
new business with maintaining hard won
markets over many yeers in the likes of
Eurcpe and Nosth America. Asian markets
are just not all about India and China
though — Indonesia, the Phiippines,
Malaysia and a host of other
countries will all offer opportunities
for well informed and cxport savvy
produce companies

Together, these factors will produce
what we at Promar have referred to
In the past as a “heady cocktall” of
influences that will continue to shape
the future direction of the masket for
fresh produce, We see no reason
why these will be diminished in the
next 12 months and beyond.
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“BreXit?———— I

_ Regardless of the outcome of the BREXIT dis-
cussions, the UK market for apples and other
Theauthor fruit products is going through a period of
JohnGllesisaDivi-  fundamental change. This presents an en-
;mol'nmaﬁ“g:'_ vironment of opportunity for some - and
al, the value chain threats for others.
consulting arm of
Genuspic Hehas  Thesechanges have seen the rise of the discount
worked on appleand  chains over the last five to eight years, the growth
other fresh produce  of online shopping, the rapid development ofthe
assignmentsinsome  convenience sector and ongoing consolidation
40 countriesaround i the supply chain, Consumer interest in the
theworld. Hecanbe ., anance of produce, environmental factors
contacted at: john. <
giles@genusplc.com. and social responsibility has also Increased. Price
and value for money have always been impor-
tant, of course, but are even more so now thanin
the past. Apple growers and exporters, wherever
they are based, should make the upmost effortto

understand what is happening in the UK market
on a regular basis because of this.

A new industry strategy

The UK apple market has, like many other horti-
cultural products, seen a relatively low level of
self-sufficiency. As a result, it has been depend-
ent on imports from a combination of other EU
countries and the Southern Hemisphere, The UK
Is a small scale producer of apples compared to
the likes of Poland, Italy, Germany and France
and accounts for just 2% of EU apple production.
Production has begun to re-Increase in the UK,
however, in the last few years, not least due to
the development of 2 new industry strategy,
spearheaded by the main sector body, English
Apples & Pears, The overall objective here is to
increase the proportion of the UK apple market
supplied by the domestic crop from its current
level of ¢. 40% to 60% by 2030.

Buy British

There has also been the ongoing trend for con-
sumers in the UK to “buy British” which has boost-
ed UK production and been led by the buying
strategies of the leading supermarkets. At the
same time, the ongoing consolidation of the UK
producer base has seen arguably the emergence
of a fitter, leaner Industry per se.

While there is a good deal of talk about the op-
portunity to develop exports of UK apples ina
post BREXIT world, these are likely to remain very
much niche in their nature and mainly focused
on areas of the world such as the Middle East
and some parts of SE Asia.

UK exports are not “the industry answer” though
and, in our experience, the most successful ex-
porters in the fruit, and even wider agri food



sector, start by dominating their own domes-
tic market. This is something that the UK apple
sector over an extended period has clearly been
unable to do. Replacing some of the historical
imports seems to be a more realistic objective,
although will still require a good deal of hard
work to achieve.

Exports of produce or agri tech?

While it seems unlikely that the UK will be export-
ing significant volumes of produce, there are, we
believe, good opportunities in the provision of
technical skills/services and educational/train-
ing services, where the UK is inherently strong.
This Is all part of an estimated US$ 400 billion
global *agri tech® market, covering the need to
find solutions to complex problems/challenges
surrounding the need for more "resilience” in
the supply chain, use of water, climate change,
the environment, labour and the opportunities
brought about by the move towards a digital
economy.

This strength in the UK is not least because UK
supermarkets have demanded that our produce
companies are well resourced In these areas In
the drive to develop highly efficient supply chains.
And this is where countries, especially in emerg-
ing markets are eventually heading.

Soft fruit industry as a success
story

Despite the encouraging development of the
UK apple market in recent years, it has also been
putunder pressure from the growth of the other
fruit sectors in the UK, such as the soft fruit in-
dustry. This has been one of the huge success
stories of the wider UK agricultural sector over
the last 10 years. This can be attributed to the
emergence of a highly consolidated production
sector with two leading players dominating the
UK supply side.

Interestingly, they have very different operating
structures, with one being a growers co-opera-
tive and the other, a private company. The com-
mon feature is that they are both very good at
what they do, can source from a combination of
local and imported supply on an all year round
basis, have invested in the development of new
varleties and are very customer focused.

Competition and the need to
benchmark

The UK fruit market has also seen the growth in
the import of more exotic fruits, such as mango

and avocado, both of which have enjoyed in-

Lots of change and

creased demand over the last five years. All this Thssl' : all 'm;ht;?
makes for a very competitive market and the  fact changing mar-
constant need for investment in production, post ket environment for
harvest technology and marketing to survive,  those supplying the
let alone thrive. UK market, be they
And at the same time, apple growersinthe UK home based or from
are competing against many other suppliers uw:ﬂ‘:‘m:'mmz t:a;
from the likes of France, Germany, Chile, South penh‘g ata pace not
Africa and New Zealand in particular. Asaresult,  caen hefore in the UK
they need to be as efficient as they possibly can. produce sector. There
Engaging in benchmarking against other coun- s aneed to be bet-
tries in tarms of varietal mix, costs of production,  ter informed about
storage and logistics, as well as marketing and  the threats that these
promotional activity needs to be carried out on :‘d.glhatsvi‘:“mt;mg' sl
aregular basis against other suppliers, as well as the Wn"zm
any internal activity. Where will we be by
the end of 2019 - in
some cases, it is diffi-
cult to tell but in other
areas, the evidence
for the direction of
change is compel-
ling. Keeping on top
waw. trultmagazine au of all this moreover
is a demanding task,
and not least, is where
companies, such as
Promar, can help.

Still an attractive market

might be. These Include:
+ 68 million relatively wealthy consumers

The UK can be characterised by a number of factors that contribute to
making It an attractive market whatever the final outcome of BREXIT

*+ a high degree of concentration at the Point of Sale, with five super-
markets accounting for c. 75% of sales

= atthe same time, other opportunities In alternative routes to market,

including the foodservice sector and more niche customers In farm-

ers markets and shops, on line sales and home delivery, etc.

alarge demand for apples per se and a wide range of consumer types

good physical infrastructure

established demand for a wide range of varieties and pack sizes

opportunities for premium varieties, as evidenced by the success of

Pink Lady® apples and to a less extent other Club varieties

an ongoing need for imports

+ an acceptance of new varieties and need for innovation

* high levels of good agricultural practise required to supply the key
customers, which in effect, means that if you can supply the UK mar-
ket, you can supply any one

30 23 )
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10 THINGS TO DO FOR BREXIT FOR
SOUTH AFRICAN FRUIT EXPORTERS

John Giles, Divisional Director, Promar International

This article has been prepared on the eve of the decision for the UK to leave the EU. Even at
this relatively late stage, it is not fully clear as to what sort of BREXIT we might end up with.
There will almost certainly be several more twists and turns in the negotiating process

before we get to the final deadline of March 29th.

In these circumstances, it can be difficult for South African fruit export businesses to know
what to do, but at the same time, “doing nothing” does not seem to be an option either.

In these circumstances, difficult and unpalatable though it might be, preparing for a
situation of “what might be the worst thing that can happen™ seems sensible and taking the
appropriate action as a result.

There are several things that all businesses should be thinking about, regardless of what the
outcome of BREXIT might be. Some of these are to be done in the very short term and some

might need a more mid to long term perspective but still need to be factored in to the overall

equation.

A “check list” of some areas that South African fresh produce firms should be taking into

consideration should probably include as follows:

+ Lobby government - the situation regarding market access to the UK could well change
post March. In a worst case scenario, WTO type tariffs could be imposed soon afterwards.
If a deal can be achieved, then there might well be a transition period of up to two years,
which would take some of the immediate heat off SA fruit exporters. The South African
government needs to be lobbied to ensure that the best possible access to the UK is



continued for SA, whatever the outcome is. On a more positive note, the fact the UK will,
in time, be able to negotiate its own trade deals, might mean there is an opportunity for
SA to gain even better access than it now has.

» Think about currency - it is quite likely that in the build up to 29th March and afterwards,
the £ could fluctuate against key currencies such as the € and the USS, with knock on
impacts on the SA Rand. In an industry with tight operating margins, an adverse
movement could have a negative impact of profits. Thinking about hedging funds over the

short and medium term to protect these would seem sensible, even if it is expensive to do.

+ Talk to customers - sharing future plans for the UK market with customers and supply
chain partners seems an obvious thing to do. They will probably be thinking about the
same sort of things and might also be able to share what is emerging as best practice from

other supply chains.

» Talk to staff - share what your plans are for the business in what might be this “worst
case scenario” and gain their buy in and support. The UK is a key export market for many
SA growers and exporters. Be open and frank with staff about what plans are being made
for this.

» Understand tariffs and customs clearance procedures - these could all easily change
after 29th March. Lots of information is being produced by the UK government on this.
Keeping abreast of this is essential if SA companies are not to be caught out. Not least, in a
very worst case scenario, produce being trans shipped via other EU markets might attract
a tariff. SA exporters should be checking on logistics to supply the UK market on a direct
basis.

» Update UK export strategy - the next few years will almost certainly see a more
changeable trading environment in the UK with the possibility of new tariff and non-tariff
barriers in place and the general economy being more uncertain. This is a good a time as
any to review the real core competencies of the business and identify key trends in the UK
that will impact it over the next three to five years, regardless of BREXIT. A well developed
view of what the UK customer base will look like in the future and how it will be supplied
will be useful.



» Understand consumer and customer behaviour - even aside from the BREXIT process,
the UK market has gone through a fundamental change in the last five - eight years. This
has seen the rise of the discount chains, the growth of online shopping, the growth of the
convenience sector and ongoing consolidation in the supply chain. Consumer interestin
the provenance of produce, environmental factors and social responsibility has increased.

Price and value for money have always been important, of course, but are even more so

now thanin the past. SA growers and exporters should make the upmost effort to

understand what is happening in the UK market on a regular basis.

« Consider other markets - the UK market has been at the very heart of the South African
fruit export effort for many years. While there are still many factors that will make the UK
an attractive market for SA based exporters, this might be also an opportunity to assess
where the UK fits into an overall export portfolio. Building new markets takes time and
effort, and as a result, this sort of review should be carried out on a regular basis.

» Benchmark - regardless of what sort of BREXIT prevails, SA based exporters are
competing against many other suppliers from the likes of Chile, Peru, India, Argentina,
Mexico and the US, to name a few. SA growers and exporters need to be as efficient as
they possibly can, and not just to supply the UK. Engaging in benchmarking against other
countries in terms of varietal mix, costs of production, export logistics and marketing and
promotional activity should be carried out on a regular basis against other suppliers, as

well as any internal activity.

« Talk to the bank - many of these actions will have a financial impact on the business, be
it in the short to medium and even longer term. Talking to the bank is essential to plan for
what might happen to the business in the immediate period after 29th March and for the
period beyond this. Banks are there to help and advise and are also dealing with lots of
other businesses in a similar situation vis a vis BREXIT. Talking to them and sharing ideas

can only be positive.

Change is happening at a pace not seen before in the UK produce sector. There is a need to
be better informed about the threats that these might well bring, as well as in many cases,
the opportunities too. Where will we be by the end 0f 20197 In some cases, it is difficult to tell
butin other areas, the evidence for the direction of change is compelling. Keeping on top of
all this moreover is a demanding task, and not least, is where companies such as Promar can

help.
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Eastern berry promise

China presents massive opportunities to global berry suppliers as consumers there get richer and demand
healthier food

hina presents massive opportunities to global bermmy suppliers as consumers there get richer and demand healthier food, according to Promar International’s Emma Gough and
Hartifrut Chile's David Smith, who told the Global Bermy Congress (GBC) last month that China’s growing middle classes and increased health consciousness spelled great news
for bemy exporters.

Bluebemies, in particular, are in demand thanks to their sweet taste and well-publicised health-giving properties, Gough revealed; while fresh raspbemies and blackbemies remain niche
itermns due to their tangy taste.

Demand for blueberry imporis has nsen 70 per cent in the last five years, Gough said, with consumers prefer very lange bemies that are firm to the touch with good bloom. Domestic
Chinese bluebemy production, meanwhile, is rapidly improving and has gone up by 40 per cent in four years.

Smith, meanwhile, said that by 2022, China's upper-middle class will account for 54 per cent of the population — some 431m people, and its mass-middle class 22 per cent, or 175m

CONSUMErs.

This demographic change presents massive fruit export opportunities, he said, because when the poor move up to the middle class, they "buy more stuff, and when they go from mass
middle o upper middle, “they buy mome expensive siuff.

“The rising middle class will change everything in China,” he told GBC delegates.

Smith said the prevalent consumer trend among China's middle dasses is for healthy snacks and nutritional food, and that recent surveys showed that more consumers than ewver (51
per cent) are willing to pay more for premium food products.

At the same time, China is experiencing a 20 per cent sales growth im organic products, he said, and is predicted to become the world's largest importer of organic foods.
Meanwhile, the advent of mobile phone payments and new retail systems emerging in China is also revolutionising the way consumers shop.

Alibaba's Hema online-offiine stores which can only be accessed and used with a mobile Hema app. for example, are creating a new retail experience and establishing a new set of
expectations for comsumers, Smith said.

COtther companies are following suit, he added, such as JD.com with 7Fresh, and Tencent and Carrefour's Le Marché.
Diavid Smith is based in China for Chilean bemy supplier Hortifrut.
Emma Gough is senior consultant at UK headguartered Promar Intemational, an agricultral consultancy company.

The Global Berry Congress was held in Rotterdam on 25-27 March.
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Efficiency was the key theme at this year's National Herdsmans Conference,
organised by LKL and held at Harper Adams University. Katie Jones reports.

Nitiéhah

efficient dai

Nigel Davies

»Benchmarking an
trust key to gains

EFFICIENCY undoubtedly has dif-
ferent meanings for different people,
but improving efficiency was not
necessarily just about 'hig gains’.

That was the message from Nigel
Davies, Promar national consultancy
manager, who said greater efficiency
was about ‘little gains’ and he encour-
aged farmers to look at how ‘habits’
were important to overall efficiency.

“I have identified nine habits
which can help on the journey to
becoming more effici

*The first of these is the ability to
fight unproductivity.

its of the

“For this you need to know what ar
who represents the bottom 10 per
cent. This might be the bottom 10 per
cent [of] cows, fields, or even staff,
But, ultimately, it is about under-
standing what you need to do with
this group to improve pecformance,

“It does not necessarily mean get-
ting rid, it is about working out how
to improve performance. The key is
to measure in the first place.”

Performance

Mr Davies said another habit was to
have clear goals which could easily
be translated into a few easily under-
stood key performance indicators,

While Mr Davies conceded bench-
marking was nothing new, he said
it was commonly a habit of the
most efficient.

“"However, make surc you are
benchmarking like against like.

“I often advise benchmarking in
comparison with what the business
did last year, rather than against
other people’s businesses,” he said,

Mr Davies also encouraged the
delegates to take time away from the
business to spend with family and on

most
farmers

SPEND ON PREVENTION
NOT TREATMENT

VET Dave Glibert, Horizon Vets,
sald 8 key driver to e herd's
efficlency was animal health.

“Herd heslth investments
can be seen just 8s 8 cost, or
as an investment.

“I e to see a big spend on
preventative medicines, as this
shows investment is being made.

“As a vet, you will expect me
to say this, but what | do not
want to see s a big spend on
antiblotics as this Is just cost.”

Investment
He sald it was not always more
efficient to spend less on vet
and medicine costs, and
instead It was important to
focus on return on Investment.
“Howaver, you nead to be
reallstic; It takes tima to gst to
where you want to be In terms
of herd hesith and to reduce
vet and medicine spend.”

leisure activities. “A lot of studies show
us efficiency actually improves when
time is spent away from the business."

He said it was also important to
take time to reflect on the positives of
the business and look at how you were
operating in terms of your priorities,

He advised the delegates to assess
which category they normally oper-
ated in when working - important
and urgent, important but not ur-
gent, urgent but not important, or
not urgent and not important.

“You should be operating in the
‘important, not urgent’ category as
much as possible as, if you deal with
issues when they are this category,
they will never get to the important
and urgent one.”

He also said it was a good habit to
give staff responsibility, recognise
improvement would not be pain free
and be able to say 'no’in order to con-
trol your time,

"My advice isto 'do, plan, eliminate
or delegate’, Planning is key to
this, and these habits will establish
themselves best when you are well
informed and can occasionally step
away from the business."

[l The nine habits identified by Nigel Davies

M Fight unproductivity = Identify
the bottom 10 par cant
W Have clear goals

M Benchmark

M Give staff responsibllity

and trust

m Recognise that improvement

might ba coupled with some pain
W Say no In order to control time
W Take time out for family

and leisure
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With another round of Countryside Productivity Small Grants Scheme (CPSGS) due to be
confirmed shortly, Mark Wheeler, of Promar Intemational, advises farmers to plan ahead
so they are ready to take advantage of the opportunity.

Care needed with grant form

6 6Grants
covered up

to 40% of the
eligible costs
per applicant
with the ability to
bundle together
several items
from the list of
eligible items

3

———

he next round of the
CPSGS is expected
to open shortly. This
gves farmers time
Lo assess the oppor-
tunity and to get the details
together prior to application as
last year the application window
was relatively short,
Defra commented late last
year that it had committed £30
million for further rounds of the
scheme which helps farmers buy
equipment to boast productivity
and increase yields. Fasmers from
the fivestock, dairy, arable and the
horticaltural sectors are expected
to be eligible to apply for the next
round of this grant.
The 2018 grant round, which
was launched in February, was
for a minimuen of £3,000, up to
a maximum of £12,000.
Grants coverad up to 40% of
the eligible costs per applicant with
the ability to bandle
together several
items from the lise
of cligible itemns.
This meant the
MAKMIED 008t
that coudd be
grant aided
was £ 30,000
Youcan only
apply for specified
i types of equip-
i23%e. ment, grared
i zii% o

243

o

e
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at improving productivity. If based
on simiar principles to round one
Eist year, the iterms inchuded in this
scheme will have been sdentibed as
helping achieve improvements in
cither animal welfare, resource effi-
dency o nutrient management,

Eligible
Last year, items eligible for grant
incuded fixed cattle handling
systems, cattle crushes, specialist
foot timming crushes, electronic
weigh systems, Auto 1D shedding
gates, cluster flushers, heat detec-
tion systems, calf milk pastearis.
ors, heat recovery units and plate
coolers, rebotic silage pushers,
clectric scraper systems, trailing
shoe shurry systems including
macerators, dribble bar or shallow
njection sharry systems, direct
or strip till drill, and variable
rave controdler for sprayers and
fertiliser spreaders.

Asan example, last year you
could have bundled together an
application for a weigh crosh, an
electronk weigher and a hand-beld
EID reader to improve manage-
ment of hetfer growth rates.

Alternatively, you gould have
applied for heat detection eollars
and 2 baze unit.

_ Whatever you decide to apply
for, #ach item is likely to have a
minimum specificatisa and will
be given a standard cost, which is
the naxinoum fixed price the grant
will be paid towards. This mears
there will be no heed to provide
quotes for anyitem. Yoa can buy
an item that at least meets the
minimum specification, bit you
will only reccive agrant based on
the standard cost.

The application is likely to
be an online process with a form
requiring fll details about the

business and sets out the ftems you
can apply for funding towards, It

Is nee a short form, so you need to
make sure you have all the details
required and set aside the time
todoit, Itis well worth seeking
professional assistance, 2% small
errors can result in rejection.

Full detasls ofhow to apply
will be availible in the application
bandbook, which is essential reading
before you apply. There are specific
criterta that must be adherad to and,
#s always, the devil is i the detail

For exanple, you must be regis-
tered with the Ruwal Payments
Agency (RPA) to apply and have
both a single basis identifier (SBI)
rumber and a customer registration
number. Last year, a sgnificant
number of applications were tumed
down due to minor erroes.

Eswes experienced inchided
incorrectly filling in the application
form, sach as not entering the SRI
oumber correctly, or such things as
where the basiness name oc emal
address were not the same 25 those
registered with RPA.

Taking professioaal advice will
help ensure the form is completed
correctly, and that items are of the
proposed quality for grant fumding,

While thwe availibility of grants
is always welcome, thereis no
oblgation to invest siaply because
thene is a grant available, Before
applyiog take the time to review
how the iteery or items fit your

Itis impoctant o determine
if the investment will add value to
Uy business and it s the most
important investment if fands are
tight, Look closely sk your angoing
imvestment needs and, most import
antly, plan now, so you are ready to
take advantage of whatever the next
round might offer.
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Plan ahead for grant application

With another round of Countryside Productiv-
ity Small Grants Scheme (CPSGS) due to be
confirmed shortly, farmers are being advised to
plan ahead so they are ready to take advantage
of the opportunity.

“Another round of the CPSGS is expected
shortly,” explains Promar senior consultant
Mark Wheeler. “Defra announced late last year
that they had committed £30 million for further
rounds of the scheme which helps farmers buy
equipment to boost productivity and increase
yields.

“Farmers from the livestock, dairy, arable
and horticultural sectors are expected to be eli-
gible to apply for the next round of this grant.”

Funds available to farmers

The 2018 grant round, launched in February,
was for a minimum of £3,000, up to a maximum
of £12,000. Grants covered up to 40% of the
eligible costs per applicant with the ability to
bundle together several items from the list of
eligible items.

“If based on similar principles to round
one last year, the items included in this scheme
will have been identified as helping achieve
improvements in either animal welfare, re-

source efficiency or nutrient management,” Mr
Wheeler explains.

“Each item is likely to have a minimum
specification and will be given a standard cost
which is the maximum fixed price which the
grant will be paid towards. This means there
will be no need to provide quotes for any item.

“You can buy an item that at least meets
the minimum specification, but you will cnly
receive a grant based on the standard cost.”

Eligible items for grant

Last year, items eligible for grant included fixed
cattle handling systems, cattle crushes, specialist
foot trimming crushes, electronic weigh sys-
tems, Auto ID shedding gates, cluster flushers,
heat detection systems, calf milk pasteurisers,
heat recovery units and plate coolers, robotic
silage pushers, electric scraper systems, trail-
ing shoe slurry systems including macerators,
dribble bar or shallow injection shurry systems,
direct or strip till drill and variable rate control-
ler for sprayers and fertiliser spreaders.

Mr Wheeler says the application is likely to
be an online process with a form requiring full
details about the business and sets out the items
you can apply for funding towards.

“We strongly recommend reading the ap-
plication handbook in full. There are specific
criteria that must be adhered to, and as always
the devil is in the detail,

Rejected applications

“Last year a significant number of applications
were turned down due to minor errors.

“Issues experienced included incorrectly
filling in the application form, such as including
not entering the SBI number correctly. Taking
professional advice will help ensure the form
is completed correctly and that items proposed
quality for grant funding.”

Plan investment carefully

However, he urges farmers not to invest simply
because there is a grant available—but advises
they review how the item or items fit their busi-
ness and investment plan.

“Will the investment add value to the busi-
ness and is it the most important investment if
funds are tight? We advise looking closely at
your ongoing investment needs and to plan now
s0 you are ready to take advantage of whatever
round two might offer,” he adds i)
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HERDSMANS' CONFERENCE REPORT

The 9th National Herdsmans’ Conference, organised by LKL Services, took place at Harper
Adams University recently and covered a wide range of topics. Caroline Stocks reports.

Focus on fewer pr|or|ty breedmg goals

Bemg clearer about breeding
goals and choosing a small
number of breeding factors to
focus on could help the UK dairy
herd make significant improve-
ments to productivity in just a
few years.

Bess Jowsey, LIC pasture to
profit consultant, said too few
farmers had honed in on breeding
goals as a way to drive efficiencies
and improvements in their busi-
Nesses.

But by focusing o just three
breeding factors—which could be
different on each farm—producers
could make considerable genetic
gains in a short amount of time.

“Considering breeding and ge-
netics is a fundamental part of the
dairy system. ['m not convinced
farmers build factars into breed-
ing decisions and wnderstand
the selection pressures they can
apply.” she told delegates at the
Herdsmars' Conference.

Making genetic gains

“Making genetic gains boils down
to a few things—the calves we're
rearing, sire selection, and the
cows you chose to cull ar breed as
replacements,

“By having clarity around
breeding goals and focusing on
gain, the faster the genetic im-
provement will be.”

When it comes to breeding
calves, Ms Jowsey said it was
important to understand why
certain cows were being seleced
to breed from, and to acknowledge
that some poorer cows might be
making the grade. "Is it because
fertility performance is poos, s¢
you have to breed from any cows,
or are you using sexed semen and
you need to be more selective? If
you can apply more pressure to
what you rear, your genebic gain
will be faster.”

To help with selection, Ms
Jowsey said farmers should use
a profitability index to monitor
which cows are the most produc
tive, healthy and long-lived. "Of-
ten the best cows are the ones you
dan’t notice, so having data to help
you make decisions is important.”

When it comes to bull selec-

Herdsman Conference delegates visited the Furnival Family's New Grange Farm for a series of practical

sessions. Managed by Dan Lovnatt, an equity partner, the urit runs 650 spring block calvd

tion, understanding the traits
farmers want for their farm or milk
contract was critical, she noted.
“There are obviocus things, but

there will also be limiting factors
which will be specific for your
business. Whether it's fertility,
days in calf or days in heat, focus

2

1g cows, all c

on three things and decide wha
you need to do to make improve
ments. If you focus on ten trait
your selection pressure reduces,”

Driving out inefficiencies from dairy businesses

Adopting simple habils to improve
efficiency could help dairy farms

add tens of thousands of pounds
to their bottom line every year,
suggested dairy consultant, Nigel
Davies

Mr' Davies, national consul-

and basic inefficencies was cost-
ing the UK dairy businesses huge
amounts every year,

However by making small
impravements in a number of
areas, farmers could increase their
productivity significanty.

Dmmgﬂumulbufho-
mar’s Farm Business Accounts
service, which collects information
oa more than 500 producers aross
the UK, Mr Davies said the top
25% of producers made an average
of £364 profit/ cow in 2018.

Meanwhile, the bottom 257% of
producers made just £457 / cow—a
difference of more than £55,000
when this was multiplied across

the average herd size of 210 cows.

*That difference isn't becsuse
they have a significantly better
milk price, as the top 255 had a
0.1p/litre better milk price than
the others," he told the conference.
“And it isn't that they had larger
herds, as the top 257 actually had
an average of 201 cows.

"The difference is they had

iture,

To help farmers take steps to
improve productivity, Mr Davies
said they should adopt ‘habits of
efficiency” to drive chance.

These include regularly think-
ing about where potential ineffi-
clencies lke, ensuring everyone on
the farm understands the business’
goals, and measuring and bench:

slightly higher yields—8,560 litres  marking.

to an overall average of
8,498 litres—and better all-round
effickency.”

Rather than focusing on mak-
ing one single—and often costly—
improvement to their business, Mr
Davies said the most successful
operaticas were the ones that were
making small gains across numer-
ous areas.

By improving everything from
bedding costs to electricity prices
and staff management, those
farms wese able to better manage
incresses in overhead costs, as well
a8 invest more par cow on capital

GMns responsibility to staff,

being strict on your time and
what you want to achieve by a
certain polnt, and making time for
yourself and your family were also
steps to making more productive,
efficient businesses, he added.

*Achieving these things is
what will give you the profit im-
provement,” be said. "Planning is
# key part of this, but i'simportant
to remember that efficiency is a
journey rather than & destination,
so what you focus on to drive
efficiency will change as you

Progress.
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BUSINESS STRATEGY

Planning business strategy

In the first of an occasional series where Promar consultants consider aspects of cost
management and sustainable production, regional manager Andrew Suddes looks at the

importance of developing the best strategy for your business.

ilk production in the UK has

reached an almost unprec-
edented level, with 14,84 billion k-
tres being produced in the 2018-19
year, With the UK dairy herd size
remaining static over the last two
years with 1,879,000 dairy cows in
December 2018 according to Defra
statistics, Mr Suddes says the ques-
tion has been asked about where s
all of the milk coming from?

“The simple truth is that the re-
maining UK Dairy farmers are op-
erating at higher levels of technical
performance, driving milk yield
per cow through more advanced
management technigues,” he
explains, “Genetic improvement,
better fertility management, more
precise nutrition and increased
efficiency of youngstock rearing
are all part of the success story in

recent years.

"Eventually, better manage-
ment will force greater returns
from businesses, notwithstand-
ing milk price fluctuations. Bat
the key question is what is the
most appropriate strategy for an
individual business given there
5 no one-size fits all formula for
succes?”

Strategy is often confused with
business structure, management
style or long-term goal setting.
However, in dairy production he
says that Promar advocate that
business success is fundamentally
sbout economics and profitability.

Every farm business has a
potential optimal bevel of produc-
tion at any moment in time. The

optimum point s the sweet spot
where output i3 at its highest level

Andrew Suddes.

while average cost of production is
minimisad (see figure below) The
precise level is difficult to pinpoint
and it will also fluctuate depend-
ing on the market, input costs and
resource constraints—but the goal
must be to understand what this
optimum level is.

“If a farm is to the left of the
graph, it s producing below the
optimal productive potential of
the business,” he explairs. “We
call this sub-optimal production. If
you are operating in this zone you
are not producing as much as you
could be and this has an impact
on costs of production as they are
spread over fewer litres. You are
likely to benefit by spending more
on production as the main set of
resources including cows, build-
ings, Jand and money are not being
pushed hard encugh,

“If, however, you are produc-
ing more than the optimal level of
production and are on the right of
the graph then the marginal addi-
tional cost is greater than the mar-
ginal additional value, meaning
overall returns are being lowered.

Ontoraiper™

Thes unprofitable litres eat away
at the margin made by hitting the
sweet spot level of production. We
call this sub optimal cost of pro-
duction. If you are in this zone you
are likely to benefit from focussing
on cost reduction ahead of incress-
ing output further.”

He says that typically produc-
ers in the sub-optimal income
category believe the way to make
money is to keep costs down to a
minimum, but in reality are not
achieving as much as they could.
Conversely, farmers in the sub-
optimal cost group belicve the
way Lo make money Is to maximise
income, but often end up with a
higher cost structures.

*Conceptually, to maximise
the profitable potential of your
business you need to operate at
the optimal point or somewhere
close to it, So the question is how
do you go about doing this?

Analysis of key data

Mr Suddes says that to determine
your sweet spot requires analysis
of data and of your wider business
to identify the key constrainis to
growth. He says a constraint could
be land, buiklings, cow numbers
but could also be more esSoteric ar-
eas such as cost base, staff perfor-
mance or even something like the
operating performance of equip-
ment, Such as the milking pariour.

Once you know the key con-
Straints you can begin to formulate
a strong strategy. It may be that
producing more milk sustainably
is the answer for your business.
This may require investment—or

P gt

The ophimal produchon poiat Is whare oulped is af it's Nghest
and whare average cast of production is minfmised.
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Management tactics Sub optimal production Sub optimal costs
Breeding Increase replacement rate Reduce replacement rate
Use more productive sires Use higher longevity sires
Feeding Produce more ,better forage Reduce forage unit cost
, Increased feed rate Lower feed rate
' : = 1 Ehvallrenge use of feed additives
Youngstock Reduce age at calving Heifer optimisation
Increase numbers reared Use sexed semen
Herd health and fertility Reduce calving index Increase pregnancy rate
Reduce not in calf %
Housing and infrastructure Space utilisation Cow flow and work flow

example automation may be part
of the answer—so this needs to be
carefully planned.

Equally, if the direction of the
business is to reduce production
and costs, then this will have
financial implications so again,
consideration needs to be given
to the effect on business perfor-
mance and the time it might take
to achieve your goal.

“It is important to acknowl-
edge that changing the system,
for example moving to block
calving, milking three times a day
or expanding the herd, need not
necessarily be the solution.

“There is merit, in the right
circumstance for all of these ap-
proaches not least because they
offer a reference model that expe-
rience and analysis has proven to
be feasible. The choice of system
is important but every system of
production can be done well or
badly and more often than not this
is because the level of resource is
not optimised for the system.

“Sadly, in many cases system
get changed at great expense
because it isn't working when it
would be easier and less disruptive
to try to optimise the level of cost
and production from the current

system.”

Once you have determined the
sweet spot, and where you are in
relation to it, it is possible to break
this down into a series of manage-
ment tactics, so that your efforts
are focussed ( see table above).

Choosing best actions

“Depending on whether you are
trying to increase output or control
costs, you can choose the best ac-
tions. For example, if you are try-
ing to boost output you will want
to breed more replacements while
if the aim is to control costs then

reducing youngstock numbers
and keeping cows longer will be a
higher priority.”

Mr Suddes emphasises that
while this may all seem compli-
cated and, perhaps overly aca-
demic, the reality is there is a lot
of data and information that can
be used to work out the optimal
level of production for any dairy
farm business. Providing good
records are maintained it is pos-
sible to model and benchmark data
to breakdown what is happening
and forecast the potential gains to
be made from optimisation.

“There is no doubt that as cus-
tomer requirements intensify and
productions systems become more
complex it is becoming harder to
optimise all of the various inputs
that are required. Because of this
it is tempting to carry on working
harder and just trying to do more
of what has worked in the past.

“Unfortunately doing more of
the same rarely produces a differ-
ent result. Investing time in plan-
ning and analysing your system is
the first step towards building a
resilient and sustainable business.
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Continual improvement in margins should be a goal of all serious dairy producers,
but can be a delicate balancing act. In the first of a new series on farm costings,
we look at monthly factors affecting dairy margins with Promar national consultancy
manager Nigel Davies, who Will consider what we need to be on the look out for.

National viewpoint: Feed costs per litre up

n the last full financial year
to March 2018, Nigel Davies
says many farmers were
able to control their rise
in the cost of production
per litre by the dilution effect
of producing more milk.

He says: "Promar Farm
Business Account results
for the financial year ending
March 2018 showed that the
average farms produced 4.3%
more milk than they did in the
year before. This was through
a combination of keeping
four more cows and increasing
yield by 188 litres/ cow
compared to 2017,

“Despite total varfable costs
and overhead costs in absolute
terms increasing well in excess
of inflation by 6.9% and 5.6%
respectively, this “dilution
effect’ effectively reduced
the upward pressure on costs
to just 2.1%. Unit costs would
have been markedly higher
if it were not for increased
production.”

Output

Mr Davies says increasing
milk output can be an effective
strategy to reduce costs and
increase margins, but warns
the increased output must

be sustainable.

“Producing more milk
offers a chance to dilute costs,
but marginal litres need to be
profitable. Very often, we see
farms where more cows are

kept but the result is that
other factors affect how well
additional cows perform.

“For example, feed space
becomes too tight, standing
times increase, fertility slips
due to reduced attention,
and extra cows do not
produce as expected.

“It is vital to ensure
extra cows do not overstretch
the system. In addition,
producing more milk can
push up feed costs,

“The marginal response
can be as low as 1kg milk per
kg concentrates so the milk
price to feed price ratio is imp-
ortant, as is the quantity and
quality of forage available.”

Looking ahead to this
year, Mr Davies says on many
individual farms forage supply
has contributed to a decline
in output growth over the last
winter, commenting that the

661t is vital

to ensure
extra cows do
not overstretch
the system

NIGEL DAVIES

latest Promar Milkminder
year-on-year averages suggest
production only increased
by 2.7% over the 12 months
to January.

He says there has also
been a slowing down in the
rate of growth of herd size as
a consequence of reduced total
forage stocks. However, milk
yield has continued to increase
by another 153 litres/cow.

Culling cows
“Many farmers took the
decision to cull cows to help
extend forage stocks, and this
is the major reason for the
dampening in herd growth.
Yield increases could have
been tempered by the need
to feed more concentrate
and a rising feed price.

“Qur latest Milkminder
sample indicates the average
herd fed 80kg/head more

concentrate, with concentrate
price rising by £18/tonne over
the last 12-month period.

“They also fed £7/cow
more purchased feeds, such
as brewers grains, to make up
for less forage.

“Consequently, the com-
bined effect for these farms
is that the feed costs per litre
rose by 0.78pp! [10%] over
the last year, increasing the
feed bill by £77/cow.

“Looking at the top 20%
of Milkminder farmers, ranked
on margin over purchased
feed, shows a comparable
but more accentuated picture,
with greater yield increases,
but more concentrate fed.”

Mr Davies says that all dairy
farmers will need to keep a
close eye on feed costs, (See
Fairy’s Lodge charts).

Part of that equation will be
costs associated with rebuild-
ing forage stocks, stressing that
farmers need to be planning
to produce encugh forage,
not just for winter but also for
buffer-feeding next spring too,
i.¢, always looking and manag-
ing for 12 months ahead.

He says: "More better
quality forage will increase the
opportunity to either reduce
purchased feeds per cow or
facilitate an increase in herd
size to allow cost dilution.

"Hopefully we will also
sce feed prices easing back.
Currency volatility is keeping
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Key performance data

at Fairy's Lodge F:

Yield per cow in-milk (litres)
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downward pressure on cereal
prices, while new crop cereals
have eased considerably as
good yields are expected.

“South America is antici-
pated to produce a large soya
crop, while the US is predicted
to plant a bigger soya area,
which would build on their
large stocks from this year.
Soya hulls and wheatfeed have
eased for summer. All these
could check feed prices.”

But he stresses the import-
ance of monitoring all costs
closely. He says oil, labour
and general inflation costs
are all tracking higher than
for the same period last year.

Mr Davies says: “For farms

which can plan to accommeo-
date and manage extra cows
and produce marginal litres at
a profit, cost dilution will be an
important part of the strategy.

Budgets

“Increased output will need

to be carefully budgeted and
based on a realistic assessment
of milk price, and performance
must be closely monitored

to ensure extra cows deliver

as expected.

“Whether milking more, the
same number or fewer cows,
the objective is to produce
every litre efficiently, monitor-
ing margins over feed monthly
and all costs regularly.”
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ON FARM

Having no history in dairy farming a
of milk production, unconstrained by prior experiences.

Oliver Williams' three times-aday -y
milked herd has continued to expand
& steadly and now numbers 450 Cows,

—_

llows Oliver Williams to take a fresh look at all aspects
Here, we look at his farm strategy.

ntil five years ago, 2016, be faced the decision to She says: “1f you are serious why not? We are currentiy
Fairy's Lodge Farm,  either get cut of nilk or do things about managing costs you need producing about 1,600 fitres from
near Kettering, was  differently, The sutcome was to to understand what drives all your  forage, which is 60% above the
ssucklerandarable  sell the robots ard instead install costs and bow they compare using  previous year, and | see no reason
unit, but is now 2 30:30 hecringbone parkour as realistic benchunarks, why I should be targeting less than
home to 450 dairy cows. And 2 way of reducing financing costs. *Currently Oliver's variable 4,000 litres.”
with no dairy herds within a The sucklers were sold to costs are 47% of urnover, which This year, he will be growing
10-mile radius, Oliver Williams,  finance 2n addijonal 80 cows is better than the Promar 2verage 150 hectares of maize and will
the fifth generation on the and, by August2016, he was af49% but below the top 25% be looking for Gve cuts from
family farm, Is having to follow  milking 200 cows. perfoamance of 43%. Byknowing  the 90ha of
a stecp leaming curve. “Expansion was adopted as the where he standsand how each cost  grass leys.
He says: "Having worked on best route to reduce averhead compares, we can set plans to red-
dairy farms, [ was always interested and resource costs, with the goal uce costs and monitor progress.”
in going into milk production of reducing cost of production. [ The three times-a-dey milked
“In 2014, we were running work t0 a simple premise: T will herd has continued to expand
120 sucklers and growing 150 make money 2 longas [amable  steadsly and now numbers 430
acres of arable. We felt we noeded  to keep costs of production below  cows, averaging 10,170 litres at
to diversify and, with the milk the average mik price. And 3,56% £at and 3.39% preotein, sell-
price looking good, we made the  having no precoaceptions, Tam ing to Ark on a Tesco contract,
move into dairying.” able to challenze everything. Ifa Oliver says: "Now we are at our
The plan was to establisha herd  litre will be profitable, we will pro-  target herd size, itls all about effi-
of 120 cows milked through two  duce it. Ifit will not be profitable,  cency and cost management.
robots, while retaining 80 suck- it will not be produced “We want to tighten everything
lers, and Oliver bought a herd of Costs are monitored using and challenge each part of the
105 cows to kick-start the unit. Promas Farm Business Accounts  system. For example 1was told
Then the milk prics tumbled and Milkmincer, and Oliver repeatedly Twill not be able to
and he had a system where costof  works closely with regional produce encagh good quality
production was tied, so, in Januasy  managet Emma Thompson. Forage as | am in East Apghia, but



In 2 big change, he will be making

all the silage using the farm team.

“In previous years, we mowed
and tedded, but a contractor
picked the crop up.

“This meant we were cutting at
the average maturity, as it all had
to be forage harvested in one go.

“This meant we were
compromising on quality o fit
in with the way we harvested the
crop. By taking forage procuction
in house, we can cut every field at

the optimum time and pick it up
after the optimum wilt whith will
increase feed value.
“Tt will also mean we can zet
sluery on in a more targeted way.
“If everything is cut in one TMR fed to the all-year-round A single milking diet is pro- fresh calved yards. But we found
block, we cannot get round with calving herd which is housed duced with cows fed twice-a-day.  there was too much standing time
the shurry quicidy enough and we 365 days-a-year. There are four milking cow around milkings, so we decided
lose the fertiliser benefit, The target is 70% maize and groups, two dry cow groups, to move to smaller groups.
“Cutting in smallerblockswill ~ 30% grass, as Oliver says maize and a fresh calver group. “We now have a 90-animal
mean all fields will get the durry is a less variable forage allowing Oliver has just rejigged cow heifer group, a group of 90 open
intmeandallowustogofrfive 2 more consistent dict. grouping to improve efficiency. cows and two groups of 105
cuts while reducing purchased The rest of the TMR comprises He says: “We always used to pregnant cows.
fertiliser costs.” ablend, abespoke mineralanda  run as two groups, one of 210 “Reducing group size has
The forage is the basis ofthe fat supplement. cows and one of 180 withsmall ~ reduced standing times and we
are secing increased dry matter reproductive performance are being able to reduce the number ‘ ‘ l am
intakes as a result, prime candidates for attention. of heifers required.
“Padour efficiency is maximised Having purchased cows from “We have used Genus ABS confident we
asall the groups are szed soweare  various sources, he accepts RMS since November 2018 and
always milking full sides, What is replacement rate has been high itis having a big impact on fetility.  CQN Cont|nue to
the point of having a padourwith s, inevitably, cows have had to be “Wehad been averaginga20%
15 units per side then setting up sorted out while the number of pregnancy rate withourown staff,.  |NCrease cost
groups so you are not filling it? heifers home-bred was fewer than “Now;, through a combination of i
The only group that does not filithe  required. Now, with adequate our teamn, RMS and CowManaget, efﬁC|ency an d
parlour is the fresh calved group.” replacementsin the pipelineand ~ we are targeting a 23% pregnancy
Looking forward, Oliver having moved cutcowsthatdid ~  rate, and 49% of cows are in-calf pe rformance
accepts herd replacement codtand  not fit the system, he anticipates within 100 days in-milk. We target
eightto 10 calvingsaweek. Heifers  QLIVER WILLIAMS
have been coming in at 27 months
but are now on target to calve at
24-25 months, which will reduce He now has a team of nine full-
total replacement costs.” time staff and two part-time tractor
With a drive on efficiency drivers who together are responsible
and cost management, Oliver for the 450 cows, youngstock and
says having a stable team is crucial.  380ha of forage and arable crops,
“Finding, attracting and
retaining staff has been a challenge.
“But I am fortunate now to have
a really good team and together
lam confident we can continue
to increase cost efficency and

performhance,” he says.
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Tackling labour productivity

In the second in an occasional series where Promar consultants consider aspects of cost
management and sustainable production, managing director Neil Adams looks at ways to
reduce labour costs by focussing on productivity.

UK Dal}y Farm Prod uctivity (Litres per hour worked)—‘

Iabour efficdency is often
seen as a problematic issue of farms
but it has a big impact on both
financial performance and also
work life balance for all working
in the business,

“Labour represents the second
largest cost an UK dairy farms after
feed,” Mr Adams observes. “In
common with feed costs there is a
massive gulf between the best and
worst performing farms. The dif-
ference between the top third and
bottom third farms in feed spend
i a massive 3.4 pence per litre. For
Jabour the range is identical, equal-
ing to a difference in labour spend
of around £50,000 on an average
sized farm.

“Warking with clienls, we regu-
larly experience an ongoing and
continuing focus on driving feed

cfficiency using technology, man-
agement effort and external exper-
tis2. In contrast, it is less commaon
to see the same attention and effort
applied to reducing labour use. So
the question is why i this?”

Mr Adams believes a key fac-
tor is that labour is unlike all other
inputs like feed or equipment,
suggesting that while most lnputs
are about ‘things’, labour is sbout
people.

“This is where the difficulty
starts. Changing things is easy and
amounts to little more than picking
up the phane. Changing people
is hard as It involves dealing with
performance, giving instructions,
providing feedback and develop-
ing ability while also dealing with
emotions and aspirations,”

Promar have identified sev-
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eral key reasons for a reluctance
to address labour efficiency on
farms. Mr Adams says the first is
that there is no agreed common
measure in everyday use, making
benchmarking difficult Secondly,
many businesses have difficulty
measuring and apportioning la-
bour to the dairy enterprise. Fi-
nally, he believes many farmers
are uncertzin about processes to
deliver improvements,

Performance measures

"1f inroads are going to be made re-
ducing labour costs, it is important
to have a meaningful and reliable
measure of performance, Hours
per cow or cows per man have
commonly been usad but aren’t
particularly helpful. An input of
250 hours is half as efficient on a
6,000 litre herd as on a 12,000 litre
herd of the same size,

"Cost per litre is a more useful
measure because it reflects differ-
ences in productivity and labour
rates. However, our experience is
that a time based measure defivers
a more meaningful reference as it
equates to how people think sbout
labour

“Saving minutes, hours and

| days is relstable for workers and

managers who ¢an measure the
time it takes to do jobs and think
practically how time can be saved.
So we focus on expressing dairy

éwnc Pn:;nur Inrmnﬁtzt;i UK Daky an;i Sample labonr sw

herd labour productivity in terms
of litres produced per hour worked
and comparing businesses an this

The scatter chart confirms there
is a wide range of labour input
across all yeld levels. Mr Adams
observes that while some farm¢ in
the 9,000 to 10,000 litre yield range
are achieving preductivity in excess
of 200 litres per hour worked, other
farms are achieving half this level
of productivity. He says there is
slight trend towards higher labour
productivity at higher yields but
the data also illustrates that high
and low productivity can be found
atevery yleld level.

Recording labour inputs

Mr Adams says it is essential to
know and manage hours applied
to milking, herd work, crop work,
office support and any other tasks.
He argues it is too casy to dismiss
this exercise because of the dif-
ficulty of cbtaining accurate infor-
mation. But he usges farmers not to
be put off by this as an approximate
measure based on commaon sense
analysis of what people do is better
than no measure atalland canbe a
valuable starting point.

“We work with cliends to de-
velop consistent ways to record all
hours worked on the farm includ-
ing family labour. “While there
can be a difference in wage rates
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and a difficulty in determining an
appropriate rate for family labour
there should be no problem in
recording hours worked. Next
the calculation needs to determine
how much total time is spent on
herd management and productive
activity.

Influencing productivity

He says that once farmers have
gone through the exercise, most
confronted with the data tend to
ask a lot of sensible questions.

“They want to know how their
farm compares, where they can
make improvements and what
information will help them make
better decisions. Working with
clients we have used the produc-
tivity cycle, a simple logical step
by step framework to help address
these issues. The four stages are
productivity measurement, evalu-
ation, planning, productivity im-
provement and then the cycle starts
again.

He explains the measurement
step enables the evaluation of any
process that takes place in the busi-

ness. This could be at a high level,
for example to consider feeding as
awhole. Or it can also be at a more
detailed level, such as considering
the time it takes to load the feeder
wagon.

“Once the evaluation is com-
plete time can be spent planning
improvements, ideally with all the
relevant team members
involved.

“Often the people
doing the task will spot
how productivity can
be improved and time
saved. Seconds saved
can add up to many
hours over the course of
year. The improvement
in productivity allows
either less hours to be
employed—perhaps as shorter
working days—or for more produc-
tion with the same level of labour
input.”

As milking will generally ac-
count for around a third of the
hours consumed on most dairy
farms Mr Adams says this is a
good place to start. He suggests
most inefficiency is related to the

Neil Adams.

periods of time when cows are not
being milked but advises using
data analysis to identify the real
bottlenecks in the milking process.

He says time spent feeding is
heavily influenced by transport,
loading times and number of
mixes. “Many feeding systems
are overly complex and time
consuming. We work
with farms who are
successfully running
above average sized
herd without a feeder
wagon, puiting feed
direct into troughs and
then relying on parlour
feeding. The trade-off
here is that the higher
feed price per tonne
will be offset by overall
much higher savings in labour and
equipment costs.

Mr Adams says the greatest la-
bour saving practice on dairy farms
is grazing. Feed is harvested by the
animal and manures are returned
to pasture without any mechani-
cal intervention. Any trade off in
lower yield can easily be overcome
by labour savings.

“Labour savings need not be
limited to outside tasks,” he sug-
gests. “We can all be submerged
with paperwork and administra-
tion,

Getting rid of clutter, simplify-
ing workflows and a good filing
system are the building blocks of
an efficient office.

Planning ahead

“The other big time stealer on
farms is dealing with the unex-
pected, the events which deviate
from the norm. Animals escaping,
illness, breakdowns, shortage of
materials are just a few of the types
of event that produce inefficiency.
Preventative measures and plan-
ning will help to reduce the time
lost to these events,

“A positive approach to labour
productivity backed with measure-
ment, planning and engagement
can transform farm performance.
It is not something to be ignored
but should be right at the top of
the list for building a successful
and sustainable dairy business,”
Mr Adams concludes.
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Continual improvement in margins is a challenge and a discipline
required by all dairy producers. In the second of our series on
farm costings, we look at monthly factors affecting dairy margins
with Promar national consultancy manager Nigel Davies.

National viewpoint: DIY
and outsourcing are about
much more than just costs

key tasks and use contractors to
complete jobs they might otherwise
do themselves. But why is this? And
1s it the best way for the business to
get particular tasks completed?

Mr Davies says: "If it has become
an ingrained habit to contract every-
thing out, or do it all yourself, rather
than a considered business dec-
ision, it is worthwhile periodically
re-assessing which approach is best.

“After all, since the kst serdious
review, the relative price of fuel,
labour, machinery and personal
circumstances, might have mark-
edly changed, as could your
business objectives for the task.”

He says the key tasks outsourced
for dairy businesses are often
labour, management, herd repro-
duction performance, field work,
office work and youngstock rearing.

Mr Davies adds: “When
we look at some of these costs
recorded in the Promar Farm

Business Accounts sample to
March 2018, a number of them
show a marked difference between
the top 25% performing busin-
esses by profit and the average
businesses by profit. [ Sec tabie].
*However, there is no discern-
ible pattern in the sample that the

Table: Variation in costs that could be impacted

by outsourcing

Parameter Top 25% Av business
by profit by profit
(March 18) (March 18)

Total wages 3.03ppl 3.78pp!

Machinery repairs 1.15ppl 1.30ppl

Machinery contracting 1.60pp! 1.99ppl

Office overhead costs 0.73ppl 0.64ppl

top 25% outsource or use
contractors more than the aver-
age group. What they are more
likely to be doing is continually
re-assessing the costs of which-
ever option they choose and
assessing if it is the most effective
way for them. Interestingly, both
labour and contracting charges
are lower in the top 25% group.”
He says a good example of a task
often contracted out, which may
now be better done in-house, is
silage-making, especiallyifa multi-
cut system is being considered.
“While using a contractor
may allow the crop to be har-
vested more quickly and leave
your staff to focus on managing
cows, you may have less control
over when the crop will be cut,
which will affect feed value. You
can also lose out if the contractor
is delayed getting to you,
“Conversely, doing the
silaging yourself will allow you
to be more focused, cutting and
wilting each field at the optimum
time to boost feed value and
allowing more efficient use of
manure, but will require greater
investment in machinery, bring-
ing with it the associated cost
risk of breakdowns and poten-
tially a higher wages bill.
“The skill is to weigh up all
factors, not just headline costs,
when making the decision.”



