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Adapting Arrabawn to
new commercial reality
ConorRyanhas just completedhis firstyearaschief executiveofArrabawnco-op.PatO’KeeffemethiminNenagh

AS he led me up the stairs to

his office atArrabawnco-op in

Nenagh, Conor Ryan paused

and pointed out the window.

‘‘That’s the piece of ground

that saved us last year,’’ he

said, identifying just over an

acre of adjacent land that the

co-op sold for €2.1m.

The chief executive has just

completed his first full year in

office and it’s been a tough

one. Arrabawn reported a

trading loss of €2m for 2005,

compared to a profit of €1.6ma

year earlier. If that wasn’t bad

enough, they found them-

selves at the bottom of the

Irish Farmers Journal/KPMG

milk price audit, paying Ire-

land’s lowest manufacturing

milk price.

Conor Ryan, a former ex-

ecutive with the KerryGroup,

is determined to improve on

that position, but he’s also a

realist.

‘‘It’s no secret that dairy

trading is very tough at pre-

sent. We’re reviewing where

to go and in what product

categories. In the next three

months we need to decide

where to put milk over the

next three to four years. The

only certainty is that what

worked in the pastwon’t work

in the future.’’

He told the recentAGMthat

‘‘radical change’’ would be

needed to curtail milk proces-

sing losses.

‘‘We are very open to

change. The harsh reality is

that we won’t make money on

our coremilk processing busi-

ness for the foreseeable fu-

ture.’’

For the past year, his focus

has been on quenching fires.

Thankfully he has made pro-

gress.

‘‘For thepast 12months, our

focus has been on getting our

liquid plant up and running

and reducing our cost base in

butter production. Good pro-

gress has been made, but

we’ve some more to do.

‘‘Liquid milk had a disas-

trous 2005 and feed was diffi-

cult — both are going well so

far this year,’’ he said.

The AGMwas also told that

the co-op has the objective of

paying a better milk price but

it has already imposed cuts of

0.66c/l (3c/gallon) for April

and a further 0.66c/l from

May of this year.

‘‘Our intention is not to be

at the bottom of the milk

league. Arrabawn shouldn’t

be,’’ he said, ‘‘it has enough

strings to its bow’’.

Developing those ‘‘strings’’

is a key focus now for Conor

Ryan.
* The co-op is currently in the

process of securing planning

permission for a retail park at

their12-acreTyonemill siteon

the Thurles road. It is well

located on the edge of the town

and will be close to the en-

trance to the town off the

plannedDublin- Limerickmo-

torway.
*ConorRyanplanstomakehis

tradingoutlets ‘‘morerelevant

to modern rural consumers’’.

He has 13 branches, of which

seven to eight are in very good

locations. Investment is

planned to ensure each viable

location has a strong garden,

hardware and DIY offering.
* Arrabawn also has a good

feed business, with sales of

100,000 tonnes likely this year.

The co-op made a wise invest-

ment some years ago in the

Dan O’Connor feed business.

As well as a strong brand, the

site on the edge of Limerick is

now worth a multiple of the

originalpurchaseprice.There

isalsoamillattheTyonesitein

Nenagh. Over time, the mill

operations are likely to be

centralised to one site.
* Given the co-op’s tillage

catchment,Arrabawnis ‘‘very

keen’’ toget involvedinrenew-

able energy.

Conor Ryan admits that

much of the Irish dairy indus-

try wasn’t run along commer-

cial lines in the past. ‘‘There

was a focus on the co-opera-

tive ethos but now we must

have a very commercial fo-

cus.’’

It was an easy mistake to

make, given that markets

were essentially guaranteed

and ‘‘there were no expecta-

tions’’.

For example, it’s not too

long ago that casein returned

a premium of 32 cent per

gallon. ‘‘Due to the exchange

rate and export refunds, that’s

now down to just 2-3 cent per

gallon,’’ he said, Casein aid

has dropped from €670/tonne

to €52/tonne. To offer some

hope for the future, he cites

the example of the Irish beef

industry. They too were al-

most completely dependent

on intervention and subsi-

dies. He looks with admira-

tion at how they have evolved

into lowcost operationswitha

large market share at retail

level.

‘‘The EU is determined to

cut milk supply. Irish farmers

have the land base and exper-

tise to cope. Processing needs

to come into line,’’ he said.

MERGER
BENEFITS
Arrabawn co-op was formed

in 2001 as a result of the

merger of Nenagh and Mid

West co-ops. It’s territory

mainly covers counties Gal-

way and Tipperary, but also

includes parts of Offaly, Lim-

erick, Roscommon, West-

meath and Clare. The merger

brought benefits — two small

dairies consolidated into one

new plant; two butter plants

into one; milk payments and

quota management into one

and streamlined administra-

tion.

To critics of the merger,

Conor Ryan simply says:

‘‘What future would Nenagh

orMidWest have had on their

own?’’ He illustrated the point

with the following fact; in

2001, Nenagh and Mid West

had 272 staff and a combined

wage bill of €8m.

Last year, staff numbers

were down to 200, with the

wage bill maintained at just

over €8m. If they had stayed

the way they were, the Part-

nership Agreement increases

would have added €3m to Ne-

naghandMidWest’swagebill.

CO-OPERATION
Arrabawn co-operateswith al-

most all of its neighbours.

They collect milk from Kerry

suppliers in north Tipperary.

Kerry reciprocates the ar-

rangement in Limerick.

Atvarious timesof theyear,

Arrabawn also handles milk

from Dairygold, Glanbia, Tip-

perary, Lakeland and Kerry.

TheNenaghplantremained

shut for the months of Decem-

ber and January last winter.

Milk from the co-op’s north-

ern region went to Connacht

Gold,while southernmilkwas

processed by Tipperary co-op.

Recent years have seen

some consolidation in butter

making in Ireland, with

Dairygold’s moving to Glan-

bia Ballyraggett, for example.

Presumably there is scope

for further rationalisation?

‘‘Change is going to be gradual

and continuous. It has to hap-

pen—we can’t lose €2m again

this year,’’ is Conor Ryan’s

response.

‘‘We are very open to change. The harsh reality is that we won’t makemoney on our core milk processing business for the foreseeable future,’’ - Conor Ryan, chief executive,
Arrabawn co-op
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