Winners and Losers
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Which way will it go?




Who is drinking the milk in Vietham?
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e Current consumption is 9 kg/capita/year

— Increased consumption is strongly linked to increasing
GDP

— Thailand (25kg), France (130kg) Australia (320Kg)

HUGE POTENTIAL!




What do consumers want?

Do they care much about the price ?

e Do they care much about quality ?

Do they want imported products or
local products ?




Consumers go for Quality!

« Consumer studies have shown that each
consumer will buy the best quality he/she can
afford within his budget! (Land O’Lakes)

e But what is good quality?

= good taste?
= long shell life? (UHT vs. Pasteurize¢™
= safe products? |
= makes children grow taller?

= makes babies more intelligent?




Confusion and misbelieves

Companies create confusion |
with all the minerals, vitamins, a7
DHA,Choline, lod... |
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Powder milk will make babies SMART 10)“ e

more intelligent than breast
milk... not true!

Vietnamese women do not have
enough breast milk... not true

Powder is better than liquid....
Not true

Promotion of products for
babies under 1 year is against
the law!




Dairy Is healthy

 High quality
proteins

e Excellent source
of calcium

 Many vitamins




Consumer’s behavior: Food for thought!
Baby formula Liquid milk
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 For babies, they want ‘The  Consumers want 100%
best’ available! fresh (= 100% from VN)
* Price doesn’'t seem to  However, their behavior
matter does not truly follow their
saying:
« Foreign brands are * Not 100% fresh
preferred products still sell very

welll
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100% fresh Is popular
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Price for farmers remains high,
despite drop of international price

Global Milk Price Movement (2000 - August 2009)
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Also farmers enjoy good price!

Raw fresh milk price  (2008)
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Retall Price

Dairy products are expensive in Vietnam!
1 kg of milk = 2 kg of rice!
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Source: Euromonitor, Jaccar



Why are prices so high?
Consumers want to best quality!
No ‘quality’ labeling

Many consumers link higher price
with higher quality

High priced products sell well!

After melamime, some companies
had to increase the price of their ]
products In order increase sales!



What are the issues of the
sector?

Viethamese consumers want high quality fresh
dairy products.

Can we deliver them?

Can dairy farming in Vietnam be profitable?

How to improve communication, coordination &

collaboration? @



The project’s answers!

 Encourage dairy farmers to think like
businessmen

— Invest in the right technologies to boost productivity
and Quality

« Collaborate with the processing company
— fair price based on the individual quality

 Promote a sustainable dairy sector

— Dairy Vietnam brings all dairy stakeholders around
the table.



Can dairy farming in VN be profitable?!

— Can VN produce milk at a cost
competitive with the world?

— Can VN produce good
quality milk ?

— Can VN respect the
environment?







We proved It!

e Vietham’s best small holder farms

are some of the best examples in the
tropics!

e |nvest!
* |nnovate!
 Integrate!

 |s dairy farming profitable for all dairy
farmers?



NoO, It IS not!

 Many farmers do things wrong

— WRONG FEEDING PRACTICES!
* Low quality forages
» A lot of expensive concentrate
— Not economic!
— Not healthy for the cow!
— POOR HEAT STRESS MANAGEMENT

”ﬁo, there is still a large need for appropriate training on GOOD DAIRY
FARMING PRACTICE



Milk Quality control

- Milk Quality has improved
over the last years

- Most companies test the
raw milk by acceptable
methods



Cost of production?

Yes, Vietham can be competitive!

Cost of production lower than in many dairy
countries

Only 10% of all countries can produce under the
world market price!

* highly influenced by trade policies
* Production support/subsidies
e EXxport subsidies

Only 8% of production is

iInternationally traded!



Production cost Worldwide price

World
Market
Price

Europe USA t=. Vietnam



Some Lessons learned

Profitability first!

Future of on farm advice

New role of public sector
Collaboration with private sector
Project involved in risky activities



Quality vs. Quantity

e Low input - low output dairy farming
generating low income for the farmers
producing inferior quality milk

> NO FUTURE




Dairy farming Is a business

« Dairy farming in Vietnam should not focus
on the poor

 Focus on farms that can and want to invest:
— Much more chance for success
— More impact on economic development

Dairy Is pro poor!
— Job creation along the value chain



Public & Private

The role of the public and private sector In
Vietnam is changing fast .

Responsibilities are currently not clearly
described, leading to confusion, overlap and

gaps.

Opportunity for bilateral cooperation to assist the
public sector to work more efficiently with the
private sector.

These roles should be discussed during project
identification, formulation and implementation.



Future of on-farm advice

 Many consider our ‘innovate dairy farm
model’ an example for the future

— Increase productivity and quality.




Collaborate with the private
sector

Our collaboration with private processor Is a success

Value Chain Development can create WIN —WIN situations
for the different links in the chain.

Consumers also benefit: Higher quality products

Collaboration with private companies can be very effective
& contributes to sustainability !



High risks, high rewards

e Qur project was allowed to take some risks:
Relatively high risk for failure

« We took the opportunity to innovate and to
‘experiment ’
— The new milk payment system
— Sprinkler irrigation for high quality grasses

— Heat stress system
— Dairy Vietham

These activities are
exactly what the project
IS best know for !




Winners & Losers

e So who are the losers ?

 Why do there need to be losers?
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