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THE SATURDAY ESSAY

Its time to set the record straight on dairy

More credit should be given to the work done by the dairy industry to improve animal welfare

llegations of poor animal

misconceptions about so-called
zero-grazing risk painting a depress-
ing and inaccurate picture of the
standards on British dairy farms.
While the sector faces challenges,

little attention has been paid to the

good work that has been done, and
the achievements that have been
made, to address and tackle these
issuesin a positive way. So, it’s time
to set the record straight.
Lameness, mastitis and welfare

at calving are concerns for dairy |
farmers but the industryis respond- |
ing. Action is being taken in cattle-
building design, in cattle breeding

and in the husbandry practices rou-
tinely carried out on-farm. There is
alsoanincreasing emphasis on pre-

ventative care. All dairy farmers have
moral, legal and financial reasons to :

THIRD PARTY

¢ ensure high welfare standards. But
¢ thetruthis that continued progress
. in improving dairy cow welfare can
b | onlybe achieved if farmers have the
. confidence and ability to reinvest in
. profitable businesses.

welfare, reports of farmers
shooting high numbers of |
A dairybull calves on-farmand :

As for zero-grazing, let’s bust

some myths. Only a very small :

number of British dairy cows, esti-

mated at 1%, are so-called zero- :

grazed. Secondly, if a cow is

zero-grazed for some of her life it |
. does not mean she will not go out-
doors - many go outside to exercise :

86 Theissueof
“dairybull calves
‘isanotherone
thatisnotas black
andwhiteas it
_may appear

and spend up to three months out- :

- doors before calving. Thirdly, a zero-
- grazed system is not bad welfare. :
. There are very good examples of :
: every type of system; the important !
. element is stockmanship. i

The issue of dairy bull calves is
another one thatis notas blackand |
white as it may appear. Far from
being shot on-farm or exported live,
more than 60% of the 500,000 dairy

bull calves born in 2008 were reared

¢ for beef production. .
Exporting calves is a perfectly
legitimate market available to farm-

ers. However, since July 2008 there

has been a commercial ban on
British exports by Dutch and Belgian
veal traders caused by the discovery
of animals infected with bovine TB.

i This has practically halted the live

export of calves and hasled to more
dairy farmers being forced to shoot
calves due to lack of rearing capacity,
capital or a viable market.

The key to reducing calf exports
: and the number of calves disposed

. ofat birth is to develop markets that -

will mean the calves are worth more

encourages consumers to buy high-

%

athome thanabroad. Anything that

. welfare British veal has to be sup-
. ported. At present, this is only a
- niche market and there is a need to
. change public perception about veal
- byraising awareness of the welfare-
: friendly veal produced in this coun-
" try. In the meantime, alternative
: opportunities to add value to male
¢ dairy calves must be explored.

i This is where the work of the
: Beyond Calf Exports Stakeholders
i Forum comes in. Established in June
¢ 2006, the forum of UK beef and dairy
. organisations, retailers and animal
- welfare groups is supporting and
i encouraging the development of
- economically viable outlets for the
. domestic rearing and finishing of
- male dairy calves.

Addressing welfareissues requires
: a co-ordinated approach. The NFU
i has been calling for the creation of
: anationally co-ordinated dairy cow
¢ welfare strategy and hopefully we
. will see progress on this soon. Only
- byworking together can theseissues
be tackled in a successful way. =

Hayley Campbell Gibbons is chief dairy
adviser for the NFU

Financial guidance without the straitjacket

A company increases its risk of volatility and reduced valuations if it refuses to give guidance

Junies Amproso

share price crashed.

Despite this, Unilever CEO Paul !
Polman claims many companies :
have since been telling him “I wish '
: operational flexibility, while giving

Unilever actually re-introduced :
short-term guidance with its Q1 :
results - not specific targets, but |
detailed guidance for many drivers :
of the income statement. And the
" betweenlong-term guidance and the :

I could do that...”.

share price recovered.

* his February, Unilever '
made the decision not to :

§ provide financial guidance |
for investors. And the :

While the recovery of the share

. priceisagood thing, the price volatil-
ity thatarose is unhealthy. Volatility
increases investors’ risk and reduces :
* to be - the reflection of tomorrow’s :
value in today’s money. So who are

the valuation structurally. And share

price volatility is as harmful on the :
: way up as it is on the way down.
The real question is not whether

to scrap guidance but how manage-
ment can maintain the necessary

investors what they need to make
investment choices.

Short-term guidance can create an
unhealthy straitjacket for manage-
ment. But there is no conflict

- operational needs of the business.
After all, businesses are supposed
to be run for the long term.

The share price is - oris supposed

- best positioned to quantify a com-
pany’s future, the insiders or the
outsiders? The problem is often that
management forgets analysts have
to put numbers into spreadsheets
and that these are used to generate
aprice target and an investment rat-
ing. Analysts use long-term guid-
ance as a starting point and adjust

its components up ordown depend- .

ing on their own assessment.

¢ Analysts then plot a trend back-
- wards to the present. But what hap-
. pens if no starting point is given?

The absence of company-
endorsed, long-term guidance forces
analysts toinvent scenarios. Because
the long term is unclear, it also
encourages analysts to use shorter-
term valuation methods.

Without long-term guidance, the
share price is like a ship steering a
course according to how the wind
blows. What will happen to Unilever
when the next storm breaks?

James Amoroso is a consultant in
. investment communication



