
1
1300 CODING (1300 263 464)
email info@matthews.com.au www.matthews.com.au

 
Mitigating risk and building brand 

trust in Australia’s dairy industry

1300 CODING (1300 263 464)
email info@matthews.com.au www.matthews.com.au

Matthews Australasia Pty Ltd
35 Laser Drive Rowville VIC 3178 A.B.N. 15 169 124 398

Telephone 03 9763 0533  www.matthews.com.au

Application Paper

http://www.matthews.com.au


1300 CODING (1300 263 464)
email info@matthews.com.au www.matthews.com.au

Application Paper

2

Contents

Executive summary ........................................................................... 3

Background ........................................................................................ 4

Exports ............................................................................................... 5

Market changes ................................................................................. 6

Products  ............................................................................................ 6

Market opportunities ......................................................................... 7

Challenges ......................................................................................... 7

Mitigating risk .................................................................................... 8

1. Serialisation ............................................................................... 8

2. Integration to avoid errors during product changeovers ...... 8

3. Using inspection technologies for product quality ................ 8

Inspection technologies  .................................................................. 9

1. Vision inspection ....................................................................... 9

2. Checkweigh ............................................................................... 9

3. Metal detection ......................................................................... 9

4. X-ray inspection ........................................................................ 9

Conclusion ....................................................................................... 10

References  ................................................................................. 10

About Matthews Australasia .......................................................... 11



1300 CODING (1300 263 464)
email info@matthews.com.au www.matthews.com.au

Application Paper

3

Executive summary

This whitepaper looks at challenges and risks in 
Australia’s dairy processing industry. It outlines market 
and consumer trends, then addresses brand protection 
via several risk-mitigation strategies. 
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Background

Dairy is Australia’s third-largest rural industry, behind 
wheat and beef, worth $13 billion across farm-gate, 
manufacturing and export. The nation’s 1.7 million 
dairy cows produce 9.8 billion litres of milk, which 
is processed mainly into drinking milk, milk powder, 
yoghurt, butter and cheese. Globally, Australia is a small 
milk producer, accounting for 7% of international dairy 
trade (in milk-equivalent terms) down from a peak of 
15% a few years ago. Part of the contraction was due 
to adverse seasonal conditions. [1] [2] [18]  Beyond the 
farm gate, value-added agriculture contributes 12% of 
Australia’s GDP. [14]

Australia’s dairy industry is pasture based, with most 
farms in high-rainfall coastal zones and the rest in 
inland irrigated regions. Dairy industries in each state 
usually supply fresh drinking milk to nearby cities and 
towns, and most states also produce high-quality 
consumer products, including custards, yogurts 
and cheeses. Longer shelf-life products, such as 
cheese and specialised milk powders, are increasingly 
manufactured in the main south-east dairy region. [1]

Before it was deregulated on 1 July 2000, Australia’s 
dairy industry was one of the nation’s most highly 
assisted and regulated industries. The regulated 
market encouraged farmers to produce more milk 
than would otherwise be produced under free-market 
conditions. The Australian Government began winding 
down protection in the manufacturing and agricultural 

industries, including dairy, the mid-1990s. Export 
subsidies stopped in July 1995. [5]

Deregulating fresh milk pricing had a major effect on 
farm-gate prices. [6] In Australia’s fully deregulated dairy 
industry today, each farmer’s farm-gate price for milk 
is shaped solely by supply and demand and affected 
by world prices. This has impacted farm size and 
production systems, driving growth in corporate farm 
numbers, while the number of family-owned farms 
(which was the majority) has decreased. Australia’s milk 
processors underwent unparalled restructures, while 
jostling for market share. [16]  

Post deregulation, with the increasing commoditisation 
of products and strict accountability for environmental 
impacts of milk conversion, manufacturers need to 
enhance all streams of product, co-product and waste 
— not just extraction of primary products — to optimise 
their return from the market. Co-products have been 
developed from each major manufacturing process 
which use milk components and/or waste streams to 
enhance the overall return from each litre of milk used 
in the production process. [17]

Technology changes in milk-powder (MP) production 
and how it’s used have driven the expanding 
specification range that Australian manufacturers 
produce, enabling them to match evolving customers 
needs. Similarly, research into the nutritional value of 
whey (previously a post-milk waste product) created 
a new market for Australian processors as a food, 
cosmetic household-good ingredient.[2] [13]
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Exports

Australia comprises 10% of the world dairy trade, with 
nearly half our milk production sent offshore, making 
dairy exports — valued at $2.76 billion — highly 
important to the industry. [1] [2] The most common 
products exported are cheese, butter and milk powder, 
with product the shipped to more than 100 countries. 
[13] Strong growth has also been seen in the strategic 
segments of nutritional powders (up 19%) and 
international consumer and food-service dairy foods 
(up 77%). [10]

However, while tonnages are up, values are down. 

Figure 1: Export summary:  value vs volume 
comparing 2013 to 2014: 

2014 total volume 2014 total value

101,716 tonnes $378,292

 5.5% on 2013  3.7% on 2013

Milk’s short shelf-life means exports of Australian fresh 
milk is limited mostly to UHT product. Some 80% of 
Australia’s fresh milk exports go to Asia, and a further 
15% goes to the Pacific. [2]

About 70% of Australia’s whey production is exported, 
including to China, Singapore, the Philippines, 
Indonesia and Japan,[2] while  70-75% of MP output 
is also exported. In tropical climates where fresh milk 
supplies are not readily available due to limited local 
production or undeveloped cold-chain distribution 
facilities, MP is often recombined into liquid milk 
products. MP is also used in food, with industrial grade 
powder included in animal fodder.[7]

The South-East Asia demand market is Australia’s 
largest export market, with demand from here leading to 
a 33% increase in world dairy consumption in the past 
10 years. Despite challenges in servicing this market, 

demand growth is high, pushed by higher education and 
economic prosperity spreading through the region. [2]

Recent Chinese import growth has been significant, 
with milk imports nearly doubling from 600,000 tonnes 
in 2006 to 1,000,000 tonnes in 2010. The expanding 
domestic Chinese herd has not kept up with increased 
demand, presenting another opportunity for Australia. 
[2] Further opportunities exist in the Chinese infant 
formula market, the value of which is set to nearly 
double by 2017 to $33 billion. [8]

as well as in liquid milk, with several Australian dairy 
companies beginning to airfreight this product in 2014 
to Asian markets (especially China), for a premium 
price. This market is expected to expand significantly in 
the next few years. [18]

The Middle East is another major export market tipped 
to grow: increased oil prices are likely to drive income 
growth, which, in turn, is likely to increase demand. [2]

Exports to Africa are small, but population and 
economic growth are likely to increase consumption. 
Growth in local African dairy production is expected 
to be limited, leaving imports to meet most of the 
demand growth. This is despite refrigeration outside 
metropolitan areas being limited. [2]

Australia’s dairy industry has strong relationships with 
developing markets; this has led to growth in export 
markets — and will continue to do so. Demand from 
these markets is also likely to continue rising as 
awareness of milk’s nutritional value increases. These 
prospects are contingent on several factors, including: 

• expanding Chinese production and consumption
• the European Union’s trade balance and 

protectionist policies
• the USA’s trade balance
• New Zealand’s production levels, and 
• international economic conditions.[2]

Australian export by region

South East Asia 30%

Other Asia 24%

Japan 19%

Middle East 10%

Other 65

Americas 5%

Africa 4%

Europe 2%%

Uruguay  1%

Ukraine  2%

USA  7%

Other   9%

Australia  10%

EU  32%

NZ   35%

Global share of export

Source: Dairy Australia & Price Waterhouse Coopers Source: Dairy Australia & Price Waterhouse Coopers
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Market changes

Australia’s fresh milk market is dominated by a few 
major processors, with several smaller processors 
having strong brands and local customer loyalty. [2]

Changes in the domestic fresh milk market are reflected 
by the major supermarkets’ increased dominance and 
the strong growth in their private label sales — helped 
particularly with the $1/litre milk. 

This had led to a drive to increase productivity, make 
operations leaner and product innovation. 

Company Volume of raw milk 
purchased (million 

litres)

Share (%) Revenue  (A$ 
million)

Number of 
plants  (2014)

Murray Goulburn 2,990 33 2,385 8

Fonterra 1,600 17 2,500 10

Lion 1,000 11 2,536 16

Warrnambool Cheese 890 10 497 2

Parmalat 850 9 1,233 9

Bega Cheese 641 7 1,010 6

Other 1,229 13 3,271 430

Total 9,200 100 13,432 481

Source: USDA Gain Report, Australian Bureau of Statistics, ABARES, IBIS World and dairy processing companies.
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Products 

Today’s range of dairy products has expanded 
enormously from the staple milk, butter, cream and 
cheese: 

• drinking milk

 — full cream

 — skim milk

 — fat-free milk

 — speciality milks (e.g. A2)

 — flavoured milks

• cheeses

• yoghurt 

 — drinking yoghurt

 — frozen yoghurts (small pack sizes for lunches/
snacks)

• dips

• cream

• butter and dairy blends

• RTD breakfasts (e.g. Sanitarium’s Up & Go)

• snacks (e.g. small packs of biscuits and cheese/dip)
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Market opportunities

Australian dairy manufacturers’ level of integration into 
world markets means international markets and prices 
strongly influence domestic dairy product prices (and 
farm-gate milk prices). This leaves products open to 
the effect of volatile global prices and the Australian 
dollar fluctuations. [12] However, there are opportunities 
for dairy companies in developed markets to export 
milk powder and ambient liquid dairy products to 
growing economies — but it comes with a challenge: 
to balance the “quick wins” of export against the need 
to continue growing their domestic market to ensure 
long-term success. China and Saudi Arabia offer good 
examples of this, by increasing investment in domestic 
dairy farming, partnering with well-established foreign 
companies, and diversifying their offer with value-added 
products. [9]

A 2014 Productivity Commission report shows 
most dairy manufacturing costs are driven largely by 
market factors as opposed to excessive government 
regulation. There are certain areas where government 
can amendments regulations (including pricing reforms 
in electricity markets), but market factors drive most 
costs. [12] 

Competition from export markets is fierce and further 
increased after EU milk production quotas were lifted 
in 2015. However, there is considerable evidence 
that dairy manufacturers and farmers are responding 
effectively to these challenges. [12]

Australian dairy has several strengths, including on-
farm production improvements via genetics and inputs 
have enhanced efficient production methods. Australia 
is also well positioned for strong export growth, already 
being a major exporter. [2]

Increasing demand from SE Asian markets for high-
quality, value-added product, puts Australia in a good 
position to play an important role in this supply chain 
to supply and manufacture high-quality,  premium 
agriculture-based foods. For instance opportunities 
include joint ventures such as U+, the first Australian-
manufactured, high quality dairy product made for a 
major Chinese dairy company under its own brand. 
U+ is part of a strategic supply agreement between 
Pactum Dairy Group and China’s Bright Dairy. The 
250mL product, made in Victoria and shipped to China, 
was launched in August 2014. [11]

Other success stories include the share price of 
Australian company Blackmore surging since it reached 
a deal with Bega Cheese to produce infant formula for 
Chinese markets [20] , the large volumes of Bellamy’s 
Organic infant formula selling in China [21] and the fast 

uptake of new brand Camperdown Dairy International’s 
infant formula. [22] All of these successes are being 
driven by consumers’ strong desire to buy “clean and 
green” Australia. brands. [20]

The industry has rationalised since deregulation, leaving 
a core of efficient producers able to compete against 
heavily subsidised international competitors. [2] 

Food processing is a domestic growth opportunity, 
tipped by Deloitte as one of the 25 highest-growth 
sectors in Australia’s economy for the next 20 years 
— this is provided that Australian industry addresses 
out-dated regulatory framework. If it does so, it could 
match New Zealand’s success, and open up potential 
downstream opportunities in the “dining boom”. 
Deloitte expects these 25 sectors will add $400 billion 
to Australia’s gross domestic product. [4] 

Challenges

The industry faces several challenges, including 
short shelf-life of fresh milk, supply chain issues, 
counterfeiting, increasing market share consumption 
domestically and maintaining the highest quality goods. 

The rising popularity of “clean, green” Australian 
produce has seen the rise of counterfeiting. In China 
particularly, Australian dairy products are viewed as 
highly prestigious. Middle-class Chinese consumers 
are highly focused on quality and image and Australian 
producers have capitalised well on being viewed as 
a source of quality produce. While counterfeiting is a 
familiar problem to lots of international brands that have 
been in China for a long time, Australia’s newly valuable 
brands need to make sure they are well placed to 
circumnavigate this. [19]

As the supply chain becomes increasingly global, 
transparency along its entirety is also an issue. 

Traceability has increasingly been under focus 
particularly with the health risk posed by counterfeit 
products (and underneath this is the potentially 
irreparable damage to a company’s bottom line). 
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Mitigating risk

Australian dairy processors need to mitigate risk and 
build brand trust. Three best practice strategies they 
can implement are: 

1. Serialisation

This is one way to counteract counterfeit products 
because it effectively puts the supply chain in lock-
down, by making it more difficult (and less financially 
viable) for counterfeiters to enter the supply chain 
because it’s difficult for them to duplicate valid codes. 
This helps minimise the risk to consumers and 
improves consumer safety.

Serialisation is the process of putting a unique mark at 
various packaging levels to gain complete traceability 
and enable authentication at every level in the supply 
chain. The process is already well defined and 
developed in the pharmaceutical industry, and is now 
becoming increasingly necessary for manufacturers 
exporting goods overseas — especially the dairy 
industry.

Serialisation’s many benefits include:

• Brand protection: detecting and managing the threat 
of counterfeit products

• Inventory control and supply chain visibility: giving 
better visibility of the exact item and quantities 
delivered at each point in the supply chain, enabling 
better insight into raw materials ordering as well as 
process scheduling

• Consumer connection: building consumers’ trust 
through product verification/authentication and 
providing the opportunity for the brand to connect 
directly to the consumer.

2. Integration to avoid errors during product 
changeovers

In a push to become more competitive, manufacturers 
are increasing new product variants and combining 
these with existing products on existing lines. This 
process typically reduces the overall productivity of 
a line by increasing changeovers and reducing OEE 
(overall equipment effectiveness). 

In production facilities where changeovers are frequent, 
there is a higher risk of labelling and coding errors, 
issues with consistency, lost time, wasted materials, 
and more.

One strategy to overcome this is with integrated 
technology. With an integrated system, manufacturers 
have greater visibility over the line and can maintain 
efficiency and productivity while dealing with additional 
changeovers.

Matthews’ iDSnet, for example, is a software solution 
that integrates all of coding, labelling and end-of-
line inspection equipment, such as vision systems, 
checkweighers and scanners. As such, iDSnet is able 
to deliver a more streamlined operation with quick 
changeovers, validation and error detection.

3. Using inspection technologies for product 
quality

Automating inspection is the optimal way to deliver the 
highest quality products. Inspection systems not only 
have a higher detection rate than humans, but they can 
also streamline and improve the line’s efficiency —  a 
strong competitive advantage in current markets. 

Dairy processors are also dealing with the push from 
major Australian food and grocery retailers to embrace 
inspection technology to enhance product quality 
and reduce the risk of errors. The Woolworths Quality 
Assurance (WQA) standards, for example, mandate 
that every Woolworths-branded, finished-retail-packed 
product must go through an electronic check-weighing 
system to prove it meets the weight or volume declared 
on the label.

While there are other processes and checks that can 
help with QA, inspections systems are proven to vastly 
enhance processes and reduce the risk of recalls due 
to packaging and labelling faults. 
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Inspection technologies 

There are five types of inspection technologies: 

1. Vision inspection

Vision inspection is mostly used to inspect packaging 
integrity and product conformance, including:

• inspecting presence, position and formation of a 
code (date code, barcode, )

• validating the presence and position of labels
• checking closures of tamper seals, correct caps by 

colour,
• detecting packaging content and fill levels in bottles 

or jars
• sorting food and beverage products based on 

marking
• counting products

All-in-one vision systems are instrumental in 
identifying a wide range of quality issues — things that 
humans are unable to do reliably and consistently. 
Improvements in the technology mean they are 
becoming faster, more robust and can handle a greater 
range of inspection tasks per camera. Cameras are 
also taking better and clearer images, which are 
necessary to identify defects. The better the image, 
the less likely the vision system is to reject something 
falsely.

Another benefit is that manufacturers can tie a vision 
inspection system into automated processes (as per 
point 2 in Mitigating Risk) to reduce production-line 
errors that could ruin an entire batch of goods. This 
alone could deliver the return on investment you’re 
looking for. 

2. Checkweigh

Checkweigh systems are used to reduce waste and 
overfill. Checkweigh systems can support weight 
compliance for two standards: AQS and non-AQS 
(UTML). Leading retailers have their own compliance 
requirements — such as the Woolworths WQA, 
where checkweighing is essential for Home Brand 
products, and highly recommended for all products. 
These typically sit at the end of the line, where they can 
precision weigh at required line speeds. If a product 
is overweight or underweight, the checkweigher will 
instantly remove it from the line (reject the product) and 
alert the processor to the issue immediately, so the 
problem can be addressed before thousands of out-of-
spec products are produced.

Checkweighers are best associated with compliance 
to regulations, but they can also boost the bottom line 
by reducing waste, tightening tolerances and ensuring 
more consistent products. By improving weighing 

precision, checkweighers are proven to provide an 
immediate contribution to productivity and profits. The 
more accurate the checkweigher, the more money can 
be saved. So even with small tubs of yoghurt, saving 
the tiniest amount of overfill could add up to massive 
savings over time. Because checkweigh technology 
can help manufacturers detect issues with product 
overfill (or underfill), they are able to correct the problem 
fast and save costs.

3. Metal detection

Metal detection systems only inspect products for 
metal. They are ideal for inspecting dry products (g: 
milk powders) and frozen products (ice-cream, etc), 
plus also give very good results on a wide range of 
other products. Metal detection systems sit towards 
the end of the line in most cases and check the “final 
product”.

One of the biggest culprits for food contamination 
today is metal and non-magnetic stainless steel. This is 
where metal detection technology is extremely effective. 
Unlike their predecessors, the advanced metal 
detection systems today can be configured to detect 
contaminants even within high moisture content. 

However, metal detection systems come with a few 
issues. They can be affected by electrical interference 
and cannot handle aluminium packaging. Also, 
traditional metal detectors cannot inspect goods in tin 
cans or foil pouches or metalised film, which can be 
found in the dairy industry. 

4. X-ray inspection

Metal isn’t the only culprit of food recalls. Glass, stone, 
rubber and other contaminants can make their way into 
the product. By evaluating density through the product 
and packaging, X-ray inspection equipment can identify 
these foreign bodies. Advanced X-ray inspection 
systems can perform in-line quality checks to:

• detect physical defects
• measure product mass
• identify missing or broken products
• inspect packaging seal integrity

Unlike metal detection, X-ray inspection is ideal for 
a wide range of packaging, especially in bottles, 
cans, jars, pouches and foils. Better yet, it can detect 
contaminants embedded right in the product and tell 
the operator where in the product the contaminant sits.

Over recent years, X-ray equipment has become a lot 
faster, making it ideal for high-speed production lines. 
This makes it a worthy investment for those processors 

http://blog.matthews.com.au/index.php/can-learn-woolworths-qa-manufactured-foods-part-1/
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who want to reduce contamination and protect against 
recalls. However, these extra capabilities come at a 
cost – X-ray equipment is more expensive than metal 
detection. 

5. Barcode scanner
Barcode scanners ensure barcodes are present and 
correct for use through the supply chain and with point-
of-sale. They can inspect barcodes on cartons, pallets 
and individual items. Barcode scanners can be linked 
to databases using software to even check if the right 
barcode is on the right product.

By scanning a barcode on the line, barcode scanners 
help manufacturers drive greater profitability and 
productivity. Doing this on line, rather than at the end 
of the batch or shift, identifies errors in packaging or 
labelling immediately. The same system can be linked 
to a stock control system to increment products counts 
as the products are being made – so warehouse tallies 
are always up to date.

Conclusion

There are excellent opportunities for Australian dairy 
processors both domestically and in export. The keys 
to success are in products that are niched or in high 
demand. Once a brand is established via , it must be 
protected via the appropriate risk-mitigation strategy. 
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About Matthews Australasia

Matthews Australasia, a family business, is Australia’s leading provider 
of intelligent product identification and product-traceability solutions, 
offering inkjet, thermal transfer, laser, label applicators, label print and apply 
systems, RFID, barcode-scanning solutions and machine vision inspection. 
All these solutions can be integrated with Australia’s first identification 
networking and reporting software, iDSnet, winner of 2011 APPMA Design 
Award.

Solutions-focused, Matthews helps customers with business efficiencies 
and cost savings by providing production intelligence and increased 
automation.

Matthews’ unmatched solution capability is backed by 24x7 technical 
support and customer service to support all installations across the 
country to give you peace of mind. Streamlining ensures less downtime for 
customers and Matthews’ first-time fix rate is 97%.

No matter what your coding, labelling or data capture application, 
Matthews is the only company in Australia that can provide you with a 
complete range of end-to-end intelligent identification solutions.

To find out more about how Matthews can be of service to you,  
call 1300 CODING (1300 263 464), visit www.matthews.com.au  
or email info@matthews.com.au

http://www.matthews.com.au/
http://www.matthews.com.au
mailto:info@matthews.com.au
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