Strategic Moves in the Dairy Landscape
The release of the European quota, combined with emerging markets in Asia, Latin America and
Africa makes the international dairy market more than ever subject to change. The question is who
will become the major players and from which countries the news coming years is to be expected.
The dairy is in full swing. Companies are partnerships and joint ventures, amid all the hubbub is
about a movement is clear: the search for scale in an increasingly regulated market. The Dutch
Royal Friesland Campina has such a strategy formulated in the 'Route 2020', which is focused on
growth and value creation in selected markets and product categories. To grow in the baby and
toddler food segment invests FrieslandCampina the next two years 100 million in its production
sites Beilen and Bedum. There is also firmly deployed on the R&D capabilities of the dairy
cooperative, including a new center for research and development built in Wageningen.
Not the stagnant European economy, but the emerging economies in Asia and Africa are the
engines of growth expected in anticipating where the Dutch. Cees' t Hart, CEO of Friesland
Campina, says in the latest interim report (mid 2011) that his company is on schedule with the
route 2020 strategy and appoints global developments in the market: "Through our broad portfolio
of dairy-based drinks, baby - and infant food, cheese, butter, cream, desserts and functional
ingredients, combined with geographic spread of our activities, we are in a position to
disappointing developments in one region or segment offset by positive developments in other
segments and regions.
Expansion after the quota era
Also agricultural entrepreneurs begin to expand, which they anticipate lifting the European milk
quota in 2015. "Some countries in the northwestern part of the European Union expect an increase
of fifteen to twenty percent in the milk yield, "said Onno van Bekkum CO-OP Champions, the
developments in the dairy sector professional exactly. "In a country like Ireland, which later joined
the EU and even less has benefited from European rules than others, is expected to rise even fifty
percent.”
An expectation is that in the less regulated market dairy companies to form clusters. Van Bekkum
think so much depends on these companies for the right choices in partnerships and ways in which
they wish to reinvest their returns. Cooperatives do this other than listed companies, but that does
not mean that they are at a disadvantage. Maarten Vijverberg, partner at consulting firm Boer &
Croon, FrieslandCampina accompanied by various components of the merger that created the
company in 2008: "A cooperative must pay attention to interests of members, who ultimately have
to do with the milk yield. In comparison to a publicly listed company, a cooperative, limited access
to capital. The advantage is that you as a cooperative to some extent have protected status. "
Big acquisitions by Vijverberg we need in the foreseeable future to expect from the Dutch
cooperative. "FrieslandCampina has the capacity to grow to a global player and is certainly
capable of new acquisitions. But that it first must complete the integration of the two major
companies which it originates. That's a long process. "
Patchwork of competitors
A look at the European dairy menu offers a complex patchwork of companies that compete with
each other violently. In Scandinavia, Arla is a strong player in the Netherlands, Friesland Campina,
but the situation varies per country. Van Bekkum: "In Germany there are some two hundred large
and small cooperatives. All these cooperatives compete with each other strongly and make almost
no profit because they pay as much as possible to their suppliers, making them not invest in their
infrastructure. A global player is not so fast from Germany. Now it's too late. "
In addition to partnerships German American cooperatives have invested too little in order of
importance to international players to grow, explains Van Bekkum. They are indeed very large in
size and presence, but have few opportunities to further grow. They are mainly occupied with the
sale of raw milk to the industry. Dairy Farmers of America has twice the yield of FrieslandCampina,
but latter company is much more present throughout the chain from farm to consumer.
Van Bekkum: "Do you add value to twenty billion liters of milk, then you should invest. In my eyes
American cooperatives let the cheese being eaten from their bread: An example he gives is the

cheese factory while the Irish Glanbia recently built in the U.S.. "The American cooperatives deliver
the milk, but then it is for them also end exercise and the Irish can add value to the product. In the
USA, Glanbia now as much cheese as in Ireland."
Raising capital from stock market
Cooperatives in France have traditionally not easy, like their German and American colleagues.
The country produced for many years and too much milk because there are no strong players
among the cooperatives were, could manufacturing companies as Nestle and Danone milk
cooperatives in terms of always just on offer. Cooperatives are not always just, but may underinvest in strengthening their market positions. The Irish cooperatives on the other hand, did it
differently: they brought in the eighties, capital of the fair. They were then grown enormously, but
the Irish dairy operations continued behind and cooperative ownership diluted. "Kerry Group and
Glanbia are wonderful companies with good market positions in international ingredients and
dietary supplements, but a powerful cooperative structure lacks the extra milk surplus to cope:
says Van Bekkum. "With this restructuring, an international cooperative play a role.
On the opposite side of the world has New Zealand's Fonterra. where the Dutchman Theo
Spierings (former CEO of Royal Friesland Foods) since september of this year's CEO, has
developed into the largest global player in dairy commodities. The largest company in New
Zealand is responsible for 30 percent of world exports and in the eyes of Van Bekkum furthest in
the development of all dairies. "Fonterra has ninety percent of the milk market in New Zealandowned and through joint ventures on the other important places in the world occupied strategic
positions in both markets and in access to local milk and milk, "he says.
Van Bekkum continues: "Danger in Fonterra is that they are strong look at the shareholder
interests of the members. I really hope that they, with tradable certificates that they now introduce
they do not go after the Irish. That would complicate the global cooperative partnerships. "
Look to international arena
In many countries, the dairy companies have completed the national merger process. The look is
now shifting to the international arena. It also thinks Vijverberg, "With regard to mergers and
acquisitions in the Netherlands we are pretty much ready in the milk processors and dairy
cooperatives. A merger of DOC Kaas with the German DMK was therefore not a crazy idea: he
refers to the recent bounce off of merger plans between the DOC cheese maker and German dairy
cooperative. "Economies of scale gives more opportunities to add value of products and the trend
is that scale plays an increasingly important role in the dairy market. "
The Dutch-German company has not been produced, but it is clear that the international ball has
begun. Who will take over whom? Van Bekkum think of the international top-25 of dairy
cooperatives in the coming years about a third of the names will disappear. "The question is now
what networks will soon remain. I'm not talking about mergers, but some global cooperative
networks clustered around one or two powerful cooperatives. " A merger between Friesland
Campina and Aria had been obvious, given the positions of the two companies in Europe and
interest in emerging markets. But because part of the Aria FrieslandCampina took over after the
merger between Friesland Foods and Campina because of the competition remained, a merger is
now impractical. Van Bekkum: "That's not bad, they can compete European and cooperate
globally. With Fonterra. A one-two between Aria Foods and Fonterra, that would be a missed
opportunity for FrieslandCampina I think.

