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In 1998, Brendan Attrill and I spent the full year working in Ireland as part of an exchange between The Consulting Officer Service, and Teagasc, the Irish agency responsible for all Agricultural Research, consultancy, education and extension. Our objectives were to forge closer links with the significant dairy research program Teagasc is responsible for and to encourage greater participation in discussion groups by Irish farmers. The two Irishman who came to New Zealand and operated as Consulting Officers were primarily interested in extension methodology. It would be fair to say the expectation was Teagasc stood to gain most from the exchange, however it soon became apparent that this was not necessarily the case. The premise that New Zealand dairying is unique in the world in terms of it’s pasture base, the dependency of the country on dairy exports and that we export the majority of our production was certainly challenged. While we may have taken the concept further than other countries, places like Ireland and Australia have a long history of grassland farming to one degree or another. We are doing the industry a disservice if we do not explore the findings and experiences of other with the intent of looking to improve our own systems. There is a huge amount to be learnt from other countries through closer collaboration at a research level, management of food safety and environmental issues, changes from cooperative to corporate structures and farmer responses to market signals.


In this paper it is the last point, and how those market signals have influenced the Irish grassland based production system, I want to address.

The relevance of Ireland to New Zealand dairying


Table 1 illustrates several similarities our two countries share. The Irish dairy industry has seen dramatic rationalisation over the last 25 years yet the average herd size is still only 33 cows. Irish national production is restricted by the imposition of EU quotas. At a farmer level production is limited to the quota he or she owns / leases. On top of this is a central government’s policy designed to protect rural communities. This makes it virtually impossible to transfer quota from the less productive counties to the more productive counties. Within counties farmers are discouraged from leasing extra quota through clawback schemes and the requirement to lease additional land at the same time as extra quota. These constraints need to be born in mind when considering some of the decision making that has occurred over the years. A consequence of this restriction on the opportunities to grow the dairy business is that most farmers rely on a secondary farming enterprise to generate income - usually a beef enterprise. This reliance on beef has historically lead to breeding objectives which strive to satisfy both the dairy and beef objectives.

Table 1. International comparisons.


Ireland
New Zealand

Population
3.78 million
3.81 million

No of dairy farms farms 1975
128 000
18 540

No of dairy farms farms 2000
38 500
14 000

Average herd size
33
240

% of product exported to Europe
78%
17%

Milk Price (per kgMS)
£0.99    ($8.53 NZ)
$5.00



Average industrial wage
£15 900       ($41 658)
$35 825

Average dairy farm income
£18 300       ($47 946)
$77 175


The average dairy farm income figures, taken from the Teagasc national farm survey and the NZDB Economic Farm Survey are calculated in a very similar fashion. It’s interesting to note the relativity to each nations average wage. 

The physical differences between New Zealand and Ireland are not as great as I had expected. Figure 1 gives a comparison of temperature for the Cork and Invercargill dairying regions. Annual rainfall for Cork and Invercargill is 1049 mm and 1111 mm respectively, however rainfall needs to be interpreted carefully as the pattern of rainfall is significantly different. Ireland would have significantly more rain days and consequently less drying days while in general their soils are not generally as free draining as ours. Overall however the Irish climate is similar to the Southland, Otago environment. There is a perception that the Irish climate is significantly harsher than ours and consequently systems have evolved to farm around it. South of Dublin the climates can be viewed similarly excepting the difference in rain days and soil type.

The farming system

 
In Ireland, 90% of the agricultural area is devoted to grassland farming with beef and dairy production accounting for 71% of total agricultural output. Over time, the proportion of the diet that was obtained directly by grazing or by harvesting and feeding of silage has changed considerably. This split formed the basis of the current farming debate in Ireland and has a significant role in determining profitability.
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Figure 1:Air temperatures at Cork and Invercargill.

Note the Cork weather data has been transposed 6 months to provide a direct comparison


Historically Irish agriculture was the poor cousin in terms of European production. When Ireland Joined the EEC it was classed as a disadvantaged member country (the gross Domestic Product was less than 75% of the European average). This entitled it to a greater slice of the European subsidy pie, both structural and agricultural. One of the first initiatives was emphasis on cattle housing facilities. Generous grants were provided to build slatted sheds capable of housing herds for 4-6 months. Right through until the 90s the emphasis has been on utilising these sheds as much as possible. This meant housing the cows earlier in the winter and putting out on pasture later in the spring until the average housing period reached 4-5 months. This wintering period required large amounts of pasture silage to be harvested, stored and fed. Eventually the farming system was built around maximizing the silage yield to ensure adequate supplies for the worst winter. 

Table 2 demonstrates the land use on a 40 ha farm at various times of the year under the traditional system. With a typical stocking rate of 2.5 cows per ha this meant they effectively had a stocking rate of five cows/ha at turnout as half the farm was shut for silage. To get through this, concentrate was feed with the average rate of feeding being 700-900 kg meal per cow. 

Table 2: Schematic representation of land use on a 40ha farm by month under the traditional system.

Mid Oct - end March
          Cows housed

April – late May
20 ha silage
20 ha grazing

Late May – late July
12 ha silage
              28 ha grazing

Late July – mid Oct
           40 ha grazing

Changes to the level and style of subsidies over the last six years has seen a gradual easing of milk prices with substantial changes to subsidies indicated over the next eight years as part of the  Agenda 2000 negotiations. The result has been some soul searching about the direction dairying should take. Ireland is the only seasonal producing country in Europe and at 350kgMS/cow average production is well behind European production figures. Some feel the answer is to dramatically intensify, others have the view that revisiting the primary competitive advantage Ireland has, that is grass. As a consequence there has been a resurgence in grazing systems. Table 3 is a schematic representation of the system many of the more profitable farms are adopting.

Table 3

Early Dec -  mid January
Cows housed

Mid January - late May
10 ha silage
         30 ha grazing

Late May  - early Dec
40 ha grazing

Essentially the change centres around lengthening the grazing season and shortening the winter housing period. A consequence of the new system is small increase in the number of cows required to meet quota but a decrease in operating costs of 30-40%. Holding back widescale adoption is disbelief milk prices will drop significantly in the future, a lack of recent farm systems research supporting the new technologies and an EU philosophy of providing prescriptive solutions to meet environmental standards.

What can we learn?
The shift in emphasis from pastoral farming in the 60s to a shift to housing and silage feeding over the 70s and 80s and the return to “grassroots” through the 90s, provides some valuable lesson for us in New Zealand. The changes need to be kept in context of the drivers that were occurring at the time. To my mind we will be faced with different sets and combinations of drivers here. However the challenge will be in managing the responses to those drivers and working to ensure our responses have a suitable long term view. I have listed and comment on nine factors I believe are the “lessons from Ireland,” things we need to manage to see sound decisions are made as we enter a period of capital intensification on farm.

Farmer responsibility

Farmers need to take responsibility for the farm business. The level of business monitoring is considerably higher here than in Ireland, but is still generally related to an EFS or gross margin analysis. A full business health check looking at EFS, increases in net worth and productivity are required to ensure you are doing the right thing for your circumstances. Researchers, extension and commercial companies will all have a view of what’s best for you. Ultimately it will be you, the farmer who will have to live by the decisions made.

Island mentality

Our farming system is not unique in the world. While it may not be adopted wholesale elsewhere significant portions of our pastoral system are being successfully operated internationally. We need to be picking the eyes out of international developments and incorporating them here. During the year we were in Ireland, Teagasc lead farmer groups to South Africa, Holland, France, Eastern Europe, Canada and Italy. These were groups of up to 45 farmers who traveled to see what was happening elsewhere and looking at the possibilities in an Irish context. Teagasc was also active in getting researchers and consultants abroad for the same purpose as well as strengthening formal relationships with other research organisations. They may have neglected these opportunities in the past but are certainly making up for them now. The question is, are we? Areas we could benefit from immediately, tend to be in the engineering field and include storage facilities, effluent disposal, race construction and on farm computing technology. These are all areas that have received considerable research funding internationally and do not need to be reinvented.

Industry funded extension
You will shortly vote on the future funding of the Consulting Officer Service. I cannot emphasis enough how central that will be to the development of future farming systems. Ireland has suffered because of the lack of industry wide extension service. Research findings have been slower to get out and be adopted by the farming community. Extension has relied on one on one farm consultancy and the written media, both have their shortcomings when striving for widespread adoption of new technologies. Farmers have lacked a suitable forum for the debating and rebuilding of research findings, a step essential to widespread understanding. One of the most significant impediments is that new ideas and practices tend to filter out only as wide as the Farm Consultant’s network who see a competitive advantage in having their clients succeed more than other farmers. Researchers are names in articles, not faces that farmers feel they can communicate directly with and challenge.


The focus by Dexcel on the 4% productivity driver provides the opportunity for the extension service to work closer with leading farmers and once again be at the forefront of developments.

Clear market signals

Ireland exports 85% of its total dairy production as product, yet until 1999 the payment system was simply pence/gallon. A consequence has been a national herd that produces milk with 3.2% protein and 3.7% fat, expensive milk when 85% of it has to have the water taken out. I’m sure there will be some misgivings about seasonal pricing of milk here, but without it we may have confined our thinking to one basic production strategy. I accept there may be a risk of transferring cost but for the health of the industry in general is it not better to have it transparent on farm than lost in the murk of manufacturing costs? 

Maintaining control of your destiny

Willie John McBride once said of playing the All Blacks, the trick is to get your retaliation in first! The environmental movement is a significant influence in Irish farming. It is also being actively used as a tool by the EU and individual member nations to restrict production while paying a non production based subsidy. The general philosophy of the agencies is to say these are the standards to be met and this is how you will meet them. To build a new slatted shed these days it is necessary to build storage facilities for approximately six months worth of effluent which has a significant contribution to the overall capital cost. The fact the new grazing systems can reduce the wintering period by at least half means little. Bureaucracy makes the system inflexible. The traditional system requires about 360 kgN/ha/year to function properly. The rules require that N is not used before February and ceases by mid September. Put that in the New Zealand context the corresponding dates are no application before August and stopping applications by end of April. Those adopting extended grazing are only using 150 - 200 kgN/ha but need to put it on earlier and continue use later.


Fortunately we tend to have a regulatory environment which says these are the standards, you develop a system to satisfy them. The price of this flexibility is a research cost to continually look ahead at the challenges and have an input into the standards that are developed but also to develop cost effective strategies to meet the standards.

Research philosophy

Both Teagasc and Dexcel are very well regarded internationally for the quality of their work. If there is a criticism it’s that much of the recent work has been refining existing technologies. For example it is only recently that we have generated science around the feeding of maize silage when farmers have been trying it for 15 years. Both organisations need the freedom from funders and farmers to take greater risks in exploring new technologies. At the same time regional initiatives to explore niche opportunities need to be taken. In the short term the result may well be five years of trials where the answer is no. If we are more confident of getting a positive result does the work really need to be done or is the answer sitting elsewhere in the world. This will be a very real dilemma for Dexcel as we head in to a system based on the commodities levies act and the requirement for regular voting.

Capital expenditure

Ireland and New Zealand have taken opposed strategies to capital expenditure. Ireland has gone down a relatively capital intensive route fuelled largely by attractive EU grants. New Zealand has treated capital expenditure as a dirty word, fueled by a fixation for all grass farming. Had both countries made decisions on the basis of robust business analysis we may have ended up much closer together. In many cases in New Zealand, productivity is limited because of a lack of facilities to maximize returns from the land. Spending $30 000 on a feeding pad that allows a farm to support and extra 80 cows is a better business decision than spending $500 000 on the land to farm those same extra cows under an all grass system.

Environmental differences

The Moorepark blueprint for dairy production has historically been applied irrespective of soil type. Farms with free draining soils were still expected to winter for four months when the potential was to get it down to 30-50 days.

Likewise in New Zealand it is only recently that the split calving potential of Northland, the milk characteristics of Kaikoura, the intensive use of maize silage in high land value areas etc have begun to receive the recognition they deserve. Regional differences represent regional opportunities that need to be explored and seized. Research and extension needs to cater for those variations. The DRC has provided us with sound farming principles, its function did not extend to refining the regional refinements required to extract the most from the principles. With the development of significant research farms at Whaharoa in Taranaki and Lincoln University, the situation can only improve

Productivity

The productivity measure is a bit like a post-it note, so useful in application you wonder why it wasn’t thought of and developed earlier. A productivity measure that adequately considers the fixed and variable cash costs along with the business costs of capital will go a long way to ensuring we do not stray from our competitive advantage while at the same time highlighting potential opportunities within the business. This measure if utilised to its potential in terms of isolating, regional, seasonal and exchange rate factors will be invaluable in seeing the on farm arm of Global Dairies fulfilling it’s obligations in the overall industry growth strategy.

Workshop summary

Dave spent 12 months in Ireland in 1998 as an exchangee. Dave was employed by Dexel

at this time. 

Ireland’s national herd and herd size has been severely restricted in recent years by the imposition of the EU quotas in the past 25 years compared to New Zealand’s.


Ireland

No dairy farms 1975
128 000

No dairy farms 2000
38 500

Average herd size
33

Average Industrial wage
$41 658

Average dairy farm income             $47 946

New Zealand

18 500

14 000

240

$35 825

$77 175

· Grants became available for buildings when Ireland joined the EU.

· Feed barns were constructed with stock being housed for longer periods each winter         

   to justify the outlay.

· The recent decline in milk prices in Ireland has resulted in stock being grazed outside for a larger part of the year because the cost off producing milk under the past system was not sustainable with many barns now being under utilised.

· There is a now a greater emphasis on pasture and silage and a reduced emphasis on concentrates.

· Ireland’s climate is similar to Southland.

Lessons New Zealand dairy farmers can learn from Ireland

· Be careful not to over capitalise your farms.

· Only invest where there is a return.

· Be wary of an “Island Mentality.” Look beyond your shoreline and remain world focused for ideas and information. Ireland has it over Kiwi dairy farmers here. Many farmer groups from Ireland travel overseas on farmer education tours on an annual basis to extend their base knowledge.

· Act on clear market signals. Until recently Irish dairy farmers were paid on a cents/litre basis when the majority of their product is marketed as manufactured products. Our A+B+C payment system is closer to the mark. We should now consider seasonal pricing so as to make the industry payment system more transparent.
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