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What now? 

• 4 observations in the Pork Industry and 
around 

• What’s important, then? 

• HOW can we do this? 



A little about myself 

• Ph.D. in Agricultural Economics from Copenhagen 
University – 2000  

• Head of the ”Economics Department” at the 
Knowledge Centre for Agriculture 2001 – 08  

• Head of Jyske Bank’s ”Agricultural Competence Centre” 
2008 – 2011 

• Chief Consultant – Development at LMO 2011 - present 
– Adviser for large farmers, pork and dairy 

– Leadership, Turnaround, Strategy, Financial 

– Internal and external development projects 



About LMO: 

• Denmark’s largest agricultural advisory 
company 

• Based in Horsens, Søften, Viborg and Aars 

• 375 employees 

• Turnover 275 mio. DKK  

• Partner in DLBR, with 3.500 employees 

 



4 observations:  
1: Financial times, April 15, 2013 

 



This means: 

• Expect very volatile prices on all commodities 
traded on normal markets 



4 observations:  
2: How about the prices? 
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However: The terms of trade are 
deteriorating over time:  

Price index of outputs/price index of inputs. Including EU support 
Source: FOI 



This means: 

• Do not expect the long term trend has been 
broken 

• In real terms, commodity prices are more 
likely to fall over time 

• Furthermore, EU support is being reduced 

• Enjoy the moment 



4 observations:  
3: The financial sector 

• Danish banks have realized huge losses –  
– (Jyske Bank so far lost more than 500 mio DKK on agriculture, and have currently 

reserved another 700 mio DKK for future losses = 6,5% + 8,5%) 

• This was because of the real estate price 
bubble, overinvestment and too much debt 

• Politicians are eager to prevent future 
financial crisis 

– Safer banks with more equity is demanded 

– Short term loans are in danger 



This means: 

• What is it going to take, if a young guy with a 
used car wants to buy a farm…? 

• When are banks again ready to finance low 
income – high debt farms? 

– Selling to family member is not a problem, as long 
as the equity stays 

– Selling a farm with high debt is not a problem 

– Getting your equity out IS a problem!!! 



4 observations:  
4: Structural change is coming 

• Personal ownership of large farms is 
becoming unfashionable 

– It has been for many years, but high land prices 
and high equity has postponed the inevitable  

• Equity Funds are entering the market 

• Large scale Danish owned farms in Eastern 
Europe books huge profits 



Likely consequences: 

• 2012 was a good year. Hope you enjoyed it. 

• Its going to take more than a happy face and 
an old Fiesta to buy a large farm in the 
future… (Unless the farm is highly indebted…) 

• It is really hard to get your equity out of the 
business. This is not going to change soon 

• We will see new business setups. For example 
other owners of the land 

 



What’s important, then? 

• Maximize your revenue from the farm. 
Determine your exit strategy now 

• Maximize your current income. Make sure 
your per unit production costs are lower than 
your neighbor’s… 



Exit strategy 

• When will you sell your farm? 
• Who should buy your farm? 

– Family member? (No-profit – No-problem) 
– A partner / employee? (Long term profit is OK, if he is OK) 
– Free sale? (How will he pay? How much?) 
– An equity fund? (How will they value the farm?) 

• Can you take money out now? 
– Don't risk everything – reserve money somewhere safe 

• What investments? 
– More or less production? 
– Use it up – keep it running as long as possible? 
– Make the farm nice for a City Family? 



Push down the per-unit-costs 

• Isn’t that just too easy to say…??? 

• Isn’t that what we do every day??? 

• What does he think we are??? 

 



Differences in cost structure 

Medium and large pork farms in DK, 2011 
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HOW can you do it? 

• I usually divide this task into 

– Leadership (do the right things) 

– Management (do the things right) 



HOW can you do it? 
Leadership 

• Make sure you have the right direction – work with your 
strategy 
– Focus on the market, implementation and communication 

• Make sure you are challenged on the main decisions  
– Advisory board 

• Collection and use of management information 
– What information is necessary? 
– How do you avoid doing everything yourself? 
– How can you use it, to optimize the business continuously? 

• Benchmark your business 
– Use the benchmark to set new goals 
– Divide responsibility for reaching these goals 



How are your doing? 

 



Benchmark on the farm level 

 



Benchmark pr. operating branch 

 



HOW can you do it? 
Management 

• If I want top level performance, do I have to 
be the smartest guy at attending the pigs or 
the fields? 



Clear instructions 

 



…or make a stable-school 



And, if you have good nerves… 

• Invest in a complete business check 
– Budget and risk analysis – where are we heading? 

• How much change is necessary? 

– New eyes into everything at the farm 
• All stables 
• Field plan, spraying and other techniques 
• Machinery optimization 
• Cost structure – fixed or variable costs 
• Strategy and leadership and management = YOU! 

– Results: 
• Where can we make it better, and what is the potential? 
• Necessary investments or improvals 
• Suggested action plans 



There is much to do.. 


