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INTRODUCTION TO

DAIRYMATTERS - JULY 2008

DairyMatters is finding its feet and this is our
third issue. The agricultural sector is presently
experiencing a very uncertain phase in which
it is extremely difficult to provide clear signals.
One obvious fact, however, is that consumers
are coming under increasing financial pressure,
which is in turn affecting the markets. Volumes
are still looking good, but this comes at a price.
More about this in Jacques Botha’s market
review.

The implementation of Clover’s Best Farming
Practices (BFP) programme is progressing
smoothly and even the passing of audits
exceeds our wildest expectations. Thank you
to all of you who are participating and thereby
ensuring that Clover’s raw milk supports its
quality products.

BFP is a quality assurance programme, which
means the producer ensures even at farm
level that only safe, high-quality raw milk is
absorbed into the supply chain. South African
and foreign consumers can therefore enjoy
Clover’s high-quality dairy products with
absolute confidence.

Clover’s BFP is based on the Best Farming
Practices of the International Dairy Foundation
(IDF) and is therefore also internationally
acknowledged as an accepted quality control
programme.

We trust that you will enjoy this third issue and
please keep us informed of any suggestions
that will improve our interactive communication
with you.

Tobie de Villiers
General Manager: Milk Procurement

The halfway point of 2008 has been reached
and with it also the close of Clover’s financial
year, which ended on 30 June 2008. This year
has been characterised by several increases
in interest rates, food and fuel prices, forcing
consumers to tighten their proverbial belts
even further. On the other hand, milk prices
to producers have increased by nearly 30%.
Year on year, milk prices have risen by about
54%. Regrettably, the input cost increases
were not left behind and we are aware that
many producers are struggling to keep their
heads above water, while consumers are
protesting against further food price increases.

The worldwide shortage of dairy products has
systematically recovered and commodity prices
have moved down over time. Shortages of
especially UHT milk in South Africa have also
disappeared over time.

Market conditions in South Africa are highly
unstable at present. We are still seeing growth
in fresh milk and especially the UHT category,
but this must be viewed against the background
of low prices and many special offers. As soon
as prices start rising, there is an almost
immediate drop in volumes, which strongly
indicates that the consumer simply cannot
spend more. Value-added products are,
however, already experiencing a significant
shrinkage in the market. This has led to the
fact that Clover’s actual nett realisation has
increased by little more than 6% for the year.
Compared to the increase of nearly 30% in
producer prices, it is clear that the market has
simply not kept up. In addition, Clover is not
exempt from cost pressures and like you,
Clover is also at the mercy of the

unprecedented oil price as well as enormous
increases in coal, other energy costs and
packaging materials.

On the producer side, the first growth in market
volumes in many years has given us the
opportunity to increase the volumes of the B-
delivery agreements. This will be done after
the June month-end, based on delivered B-
delivery allocation and C-milk.  We anticipate
that the C-milk price will be linked to the import
parity of SMP from 1 October 2008, since too
much milk will most likely be supplied during
the coming spring and summer. We have
already seen some milk purchasers reducing
their prices and we are trying to avoid this step
as far as possible.

Jacques Botha
Chief Financial Officer

Clover has recently received several requests
from producers to pass on market signals and
to provide specific values for the export
realisation of skim milk powder (SMP). The
export realisation of SMP is the basis of
Clover’s C-milk price and it is therefore
important for producers to have an indication
of what the C-milk price could be if the market
volumes and milk production reach a point of
imbalance where Clover has to implement the
C-milk price mechanism. Please just note that
this is subject to a world market price in dollars,
as well as the exchange rate at a given time.

Actual export realisation of commodities always
elicits a debate. We would, however, like to
qualify the figure as the price that Clover can
pay to producers for raw milk to manufacture
SMP that can be sold at world market prices.

Export realisation
of skim milk powder

Market review

Newsletter Volume 3    July 2008



Contact: Liana Schutte    E-mail: liana.schutte@clover.co.za    Tel no: 011 471 1442

Clover Producer
Forum (CPF) as a
communication
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Producer relations management feedback
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60% of the sample indicated that high input
costs were becoming an increasing
problem. In 2005, 29% of the sample held
this view.
34% of the sample indicated that the milk
price continues to be an important factor.
18% of the sample indicated that land
reform was a limiting factor, while 13% said
that they were being hampered by the
political climate, BEE and other policies
instituted by the state.
14% indicated that higher inflation rates
were disturbing. This probably refers back
to point 1, which concerns higher input
costs.
13% of the sample indicated that they were
being hampered by labour problems.
Imports, unpredictable weather patterns
and diseases among animals were
mentioned by 6% of the sample
respect ively,  as l imi t ing factors.

26% of the producers indicated that the milk price had improved to the point where
expansion was possible. A further 13% of the producers held the same opinion, but qualified
this by saying that growth was dependent on what the milk price does in future.
20% of the producers viewed the improved market demand as a positive opportunity.
9% of the producers viewed the price of dairy cows and the growth in their own herds as
positive opportunities.
19% of the sample indicated that they saw no opportunities in dairy. In 2005 this figure
was 33%, which is a strong indication that producers in general are much more positive
about their dairy operations.

It is gratifying to see that at least 85% of the
sample expressed satisfaction with Clover’s
service. We are now building on the positive
aspects, but the results also clearly indicated
where there were shortcomings. These aspects
are already receiving attention and this is
where we want to make a positive difference
in our quest for continued improvement.

DairyMatters spoke to the Chairman of the
CPF in the Lichtenburg region, Mr Theuns
Kruger, to establish his views on the CPF. He
took over the farm from his father and has an
excellent Jersey herd that produces milk of
outstanding quality for Clover. Theuns has a
passion for communication between producer
and buyer, which we would like to share with
you.

This price is commercially aligned and therefore also includes transport costs and a margin.
The graph below illustrates SMP export realisations since July 2007. This will become a
permanent feature of future Dairy Matters.

Clover commissioned an independent survey in December 2007 and January 2008, during
which random interviews were conducted with 80 producers. Thank you to all of you who spoke
your minds. The results of this survey are of great value, not only because it helps us to better
understand your needs, but especially also because it provides a scientific basis for sustained
further improvement.

As mentioned in our previous issue, 72% of the respondents indicated that they wanted to grow
their dairy operations during the next two years. This they base especially on the following:

The most important limiting factors to emerge were the following:



Benchmarking

Lactolab
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A UHT milk control sample to determine
the stability of the instrument. These values
may not deviate by more than 0,03% from
one day to the next.
A raw milk control sample with known
values is then analysed during the day
after every 100 samples, to ensure
accuracy and repeatability. The permissible
deviation on these samples is only 0,05%.

1. Q: Whom do you, as CPF chairman of
Lichtenburg, consider members of the CPF?
A: CPF applies only to shareholders, in
other words producers who have a delivery
agreement and ordinary shares in CIL. The
reason for this is that only shareholders
have the right to vote.

2. Q: In your opinion, is the exclusion of
contract producers justified?
A: I don’t see it as an exclusion, because
any producer is free to purchase a delivery
agreement and ordinary shares in CIL. A
delivery agreement and a supply contract
may be held jointly or separately by the
same producer.

3. Q: What do you see as the purpose of the
CPF?
A: The facilitation of communication by
keeping the specific Producer Director
informed to the point where he can be put
in a position to serve the interests of his
producers. This includes information on
input costs, profitability, competitive activity
and other information which can benefit or
harm the industry. Another important aspect
is the passing on of information during
outbreaks of noticeable diseases.

4. Q: What, in your opinion, is the major
difference between the CPF and the
Advisory Committee of the past?
A: CPF is more producer driven. This
obviously puts more pressure on the CPF
to mature quickly and not to lose credibility.

5. Q: Which methods will you use to obtain
information from the producer?
A: Written communication and quarterly
meetings before each Board meeting.

6. Q: How do you intend providing feedback
to the producers concerned?
A: In writing or through a meeting,
depending on the impact and seriousness
of the matter.

7. Q: How frequently do you communicate
with the Director?
A: As required on an ad hoc basis, but at

least before every Board meeting.
Discussions normally cover local, regional
and national issues of concern.

The CPF is still in its infancy and much work
needs to be done before it can function as a
full-fledged body, thereby serving the purpose
for which it was established.

The following operations in the various Clover
production areas have been designated as
the producers with the highest index values:

April 2008
Du Plessis, PH (Lichtenburg)
Carmel Boerdery (Port Elizabeth)
Paradise Farming Trust (Ixopo)
Nanaga Farm (Port Elizabeth)
Pieterse, JJ (Port Elizabeth)
Thorneycroft Farm Trust (Port Elizabeth)
Neethling, CJ (Cape Town)
Swanepoel, JA (Wesselsbron)
Salt Spring Helston Trust (Ixopo)
JJ Hartley (Boksburg)

May 2008
Du Plessis, PH (Lichtenburg)
Carmel Boerdery (Port Elizabeth)
Killarney Boerdery (Port Elizabeth)
Hollowdene Farm Trust (Port Elizabeth)
Insurance Business Trust (Port Elizabeth)
Super Pro (Pty) Ltd (Sea Rest) (Port Elizabeth)
Thorneycroft Farm Trust (Port Elizabeth)
Nanaga Farm (Port Elizabeth)
Salt Spring Helston Trust (Ixopo)
Swanepoel, JA (Wesselsbron)

Lactolab has been analysing milk samples,
including those of Clover producers, since
November 2002. Lactolab is an independent,
accredited laboratory that specialises in raw
milk analysis. Not only do we analyse several
milk buyers’ milk samples, but approximately
120 000 samples are also analysed monthly
for milk recording. At present we are the only
laboratory in the country that is SANAS
accredited to analyse milk by means of infrared
and f low cytometry instrumentation.

This requires that we conform to specific
standards to ensure accuracy and reliability.
Several national and international controls are
employed to comply with extremely strict
guidelines.

ANALYSIS OF BUTTERFAT, PROTEIN,
LACTOSE AND MILK UREA NITROGEN
Two controls are conducted dai ly :

Should a problem arise with the instrumentation
and a parameter is analysed outside
specifications, the instrument will automatically
shut down and inform the operator of this
deviation. This is a highly effective way of
ensuring that the milk is correctly analysed.
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Insurance against inhibitors in milk

The abovementioned is a clear indication that a considerable amount of effort, time and money
are spent to ensure that the results you receive on your quality report are accurate and reliable.
If you have any questions or if anything is unclear, please do not hesitate to contact us. You are
also most welcome to visit us when you are in the Pretoria area.

Riaan Lombard
Manager: Lactolab
Tel: 012 665 5655
Cell: 079 503 4415
E-mail: riaan@lactolab.co.za

Clover operates an insurance system on behalf of Guard Risk with regard to the contamination
of milk with inhibitors. The purpose of this insurance is first to minimise the risk for you as a
producer and second to counter its occurrence and the attendant costs for Clover. This insurance
has been in operation since December 2004 and over the years we have been able to keep the
rate of the premium constant. The premium rate is linked to the prevailing milk price, which
means it is continuously adapted as the milk price rises or falls. Due to a flood of claims, the
systematic increase of milk production per producer and a consequent increase in the size of
claims, the cumulative value of the policy has turned negative since January 2008. This
undoubtedly puts pressure on excesses, premiums and even the survival of the policy.

An analysis of the various claims clearly shows that inadequate management was the main
cause of claims. As Clover producers, most of you are already participating in our Best Farming
Practices programme. These practices clearly prescribe how potentially harmful substances
should be used and stored and how the required withdrawal of treated animals should proceed.

Ten accredited reference samples are analysed
weekly. Any deviation of more than 0,03% on
an average of ten samples requires
recalibration. In addition, reference samples
from Germany are analysed monthly to check
the accuracy of in-house controls, local
reference values and routine analysis and to
ensure that we also comply with international
standards. You may therefore rest assured
that your milk samples are analysed for content
in the best possible way.

SOMATIC CELL COUNTS (SCC)
Somatic cell counts are carried out by
Fossomatic instrumentation, which is extremely
stable. After a service has been conducted
and the setup verified, overseas samples are
analysed to ensure that there is no deviation
of more than 10%. Through the daily raw milk
control we can then ensure that no deviation
occurs in these results. Monthly comparisons
with other laboratories using similar
instrumentation also contribute to ensuring
that our results are on target.

BACTOCOUNT
Lactolab recently acquired a new instrument,
the IBC from Bentley, which replaces the
present Bactoscan. Technological changes
have compelled us to switch to the latest
instruments. The IBC also utilises flow
cytometry technology. The counting of all
bacteria now becomes more accurate and
repeatable. Bacteria that grow in chains and
colonies are counted individually, unlike the
traditional method that looks at colony-forming
units (CFUs). Although instrumental analysis
is more sensitive, counts of up to 100 000
bacteria/ml are highly comparable to those
done by means of the CFU method. Above
this count, the differences become marked.
The reliability and repeatability of the IBC is
excellent and it is an absolute pleasure to work
with.
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These producers contributed to the building
of an 800-cow modern rotary parlour at the
University of Fort Hare. The cows are milked
off irrigated perennial ryegrass pasture, with
maize silage as a supplement.

Once certain land issues have been resolved,
the project will incorporate some community
land, which will bring the cow numbers up to
1 000. This will lead to further job creation and
the availability of about R300 000 to the local
community. These funds will be used for further
projects, bringing both jobs and entrepreneurial
development to an area characterised by little
or no development or job opportunities.

The company formed a strategic and business
partnership with the University of Fort Hare
for the training of black managers and workers.
The University has embarked on a
comprehensive Seta-approved training
programme for students, workers and
managers in the dairy industry. This is the first
large-scale co-operation agreement between
a university and the commercial sector in
Africa.

The Fort Hare Dairy is now managed by
Leonard Mavhungu, who is one of the first
b lack students to pass through a
comprehensive two-year, hands-on training
programme with some of the best pasture
farmers in South Africa. The excellent results
of the eight-month-old project shows the
dedication and ability of this young man.

Jeff Every
CEO Amadlelo Agri (Pty) Ltd

Clover honours these milk producers for their
courage and endurance and we trust that this
success story will bear fruit. We wish Jeff and
all the other participants just the best for the
way forward.

Fort Hare Dairy Trust

We implore you not to deviate from these practices. Please do everything in your power to exert
even better control in this regard, in order to ensure that the continued existence of the policy
is not put at risk.

The graph below shows the incidence of contaminated milk reflected as a percentage of total
milk purchased. Although the percentage over the past 24 months is extremely low (maximum
0,3% and minimum 0,03%), this milk had to be destroyed, because Clover simply does not use
contaminated milk for the manufacture of any product under any circumstances.

We are considering replacing the fixed excess per claim that is repeatedly doubled, with a 5%
excess with a minimum of R500 per claim. In cases where you manage to prevent the loading
of contaminated milk and the milk is destroyed on the farm, the excess will be reduced to 2,5%
of the claim, with a minimum of R250. Once we have the approval of the insurer, you will be
notified and implementation will proceed accordingly.

In 2004 a black-empowerment company, Amadlelo Agri (Pty) Ltd, was established by 50 Eastern
Cape and 20 KwaZulu-Natal dairy farmers, with the vision to create profitable and sustainable
black-empowered agri businesses in South Africa.

The farmers teamed up with Vuwa Investments Pty Ltd, the first black-empowered business to
aggressively target the primary agricultural sector as a business opportunity. The other shareholding
is made up of the 600 workers on the 70 dairy farms belonging to the current commercial dairy
farmers. The black component makes up 51% of the company, with the 70 commercial farmers
owning the other 49% through a holding company.


