Industry Findings - June 2018

June 2018

Bord Bia’s

Brexit Barometer
Industry Findings

1

Bord Bia’s Brexit Barometer

2

Industry Findings - June 2018

Contents
Introduction from Tara McCarthy

4

UK Market Challenges

6

Barometer Objectives

8

Brexit Readiness

10

Key Brexit Issues

12

UK Customer Relationships

13

Supply Chain

18

Customs and Tariffs

30

Financial Resilience

40

Market Diversification

48

Emerging Risks

54

Methodology

58

3

Bord Bia’s Brexit Barometer

Introduction
The two years since the UK made its decision
to leave the EU have left many open questions
as to how this complex process will be
completed. The fact that the political and
economic implications for Ireland have become
a central consideration, in the last year in
particular, has helped relieve some concerns
in the Irish food and drink industry, for whom
the impact of a ‘hard Brexit’ weighed more
heavily than most. Nevertheless, there is much
that remains contingent, unknown and indeed
precarious as we enter a period when the
decision-making process gains momentum.
Despite this uncertainty, the two years since
the 2016 UK referendum result have only seen
export volumes from our industry to Britain
grow.
Trade to our largest food and drink export
market expanded by 7% in 2017 to be worth
over €4.4 billion. In the context of prevailing
uncertainty, this must be seen as a vote of
confidence from both sides of the Irish Sea,
and confirmation of the extent to which our two
countries remain finely tuned in terms of supply
and demand.
Nevertheless, we remain in a situation where,
although much is to be decided, significant
change remains a virtual certainty. Since Bord
Bia began addressing the challenge of Brexit
we have taken the view that the Irish food
industry must plan, act and take ownership –
to the degree possible – of the risks it poses.
The Brexit Barometer has been an important
resource in this regard. The Barometer is a risk
analysis tool designed to identify the evolving
priorities and concerns of Irish food and drink
companies, and in doing so, provides an
evidence base from which to inform
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Bord Bia actions and programmes. In practical
terms, the Barometer assesses individual
company exposure in areas such as customer
relationships, customs and tax, trade
and currency.
In March 2018, the second Brexit Barometer
was launched. Through an online platform,
input from 117 Bord Bia client companies,
collectively representing 48% of food and drink
exports to the UK, was received. Data from
this exercise has allowed us to paint a detailed
picture of where our industry stands in terms of
its readiness for the various scenarios possible.
The Barometer findings are set out in this
report and will make illuminating reading for
everyone with a stake in our industry’s future.
The findings from the 2018 research points to a
culture of preparedness taking hold across the
industry. While 60% of respondents expressed
uncertainty as to the impact of Brexit on their
businesses, 73% have now taken some steps to
address potential outcomes. 54% of companies
are now tailoring marketing strategies for the
UK market, a significant rise from 39% in 2017.
Alertness to supply chain issues has also seen
a major uptake. Some 67% of respondents
expressed awareness of their supply chain
partners’ readiness for Brexit, more than double
the 2017 figure of 32%.
Finally, it is encouraging to see a strong and
active commitment to market diversification
taking hold across the industry. In all, 85% of
respondents are actively seeking out business
in new markets with 75% reporting sales growth
beyond the UK in the last year.
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These are positive and encouraging findings
but the Barometer also indicates areas where
progress has been somewhat slower and
where further work is needed.
It remains a fact that every exporter to the UK
who postpones decision making around the
challenge of Brexit is opening their business
to risk.
Participants in the Barometer will know that
a key outcome of involvement is receipt of
a bespoke Benchmark Report. This sets out
how each company currently scores in terms
of preparedness; allowing them to target
resources in the year ahead into areas that
require attention. In tandem with this, Bord
Bia provides practical supports to companies
through recommended actions that guide
their next steps, and through our targeted
seminars and workshops, which provide
insight in areas such as supply chains,
customs and currency risk.

Let me conclude by thanking all those who
participated in this year’s Brexit Barometer.
We look forward to working with you, and all
our partners and clients across the food, drink
and horticulture industry, to ensure Ireland’s
position as the source of the world’s highest
quality and sustainably produced food and
drink continues to strengthen. This is the
basis on which all our industry’s success will
continue to build and unfold.

With the second half of 2018 set to provide
some long awaited answers to the difficult
questions Brexit poses, the Barometer
confirms that the majority of Irish food,
drink and horticulture companies are now
actively planning for its arrival. We can say
with confidence that this is not an industry
that views Brexit as a challenge to address
another day or one that expects solutions to
ultimately be provided by others.
A key message that I hope will accompany
these findings is that those who are actively
responding to the challenges of Brexit now
are also building their potential for better
trade outcomes in the future.
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UK Market Challenges
Overview
Bord Bia’s 2018 Brexit Barometer continues to
highlight the importance of the UK for Irish food
producers. The results demonstrate that early
stage exporters are making big gains in the UK
market, with more mature exporters continuing
to flourish in other markets.
Overall, Irish exports to the UK rose by an
estimated 7% to some €4.4bn in 2017, despite
the uncertainty surrounding Brexit and the
ongoing weakness of sterling. However, exports
have grown faster to other EU markets and
international markets, in line with Bord Bia’s
market diversification strategy. As such, the
market share for exports to the UK is now
estimated at 35% – down two percent on 2016.

Macro Economy
In March 2018 Britain, and the European Union
(EU) agreed the terms of the Brexit transition
period in which the UK will temporarily remain
part of the EU. This agreement allows the
UK to negotiate its own trade deals during
the transition as well as ensuring freedom of
movement rights for EU citizens during this
period.
Although progress in Brexit negotiations boosted
overall business optimism, the UK economy
continues a trend of slow growth. UK growth was
limited to 0.1% quarter on quarter in the first 3
months of 2018, the weakest performance since
the first quarter of 2012 and down on the growth
figures reported towards the end of 2017.
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Poor growth figures have been partly blamed
on the colder than average spring weather,
which saw numerous parts of the UK repeatedly
disrupted by snow and ice. Retailers were
especially hard hit, recording their biggest fall in
high street retail sales for nearly 10 years due to
lack of footfall and supply chain disruption.
Uncertainty around economic data and mixed
messages from the Bank of England has added
to the volatility of the pound sterling with early
2018 gains against the dollar and the euro being
reversed following the announcement by the
BoE in May that interest rates will remain at 0.5%
for the immediate future. Inflation has fallen
from a high of 3% in 2017 to 2.4% in April 2018,
expected to fall further as the markets adjust to
the effects of a weak pound sterling. According
to Kantar, UK grocery inflation has fallen from
3.6% in November 2017, its highest level since
2013, to 2.1% in April 2018.
The world economy continues to grow robustly
and the squeeze in living standards is easing as
wages rise faster than prices. However, despite
falling inflation, high employment and wage
growth, UK consumer confidence has remained
in negative territory for 28 consecutive months,
albeit to varying degrees, according to GFK.
Until British consumers see clear evidence of
these positive trends in their personal finances,
confidence will remain low.
Consumers continue to prioritise their spending
into essential categories such as food and drink.
According to Deloitte’s consumer spending index,
compared to Q1 2017, consumer spending on
essentials grew by one percentage point to
+13% and spending in discretionary categories
remained flat at -6%.
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The most recent forecasts expect the UK’s GDP
to grow between 1.4% - 1.6% in 2018, increasing
to 1.9% in 2019. Severe UK weather has
impacted economic data in the first part of 2018,
although this is expected to rebound to a quarter
on quarter growth of between 0.3% - 0.5% later in
the year.

Potential Impact
Increasing consumer confidence, lower inflation
and overall business positivity in the UK are
all beneficial signs for Irish food and drinks
exporters. However, there is still significant
uncertainty around the direction of Brexit and
this will continue to result in increased volatility
in the market place.
Whilst the UK will remain the single most
important export market, diversifying into new
markets in Europe and internationally is a hedge
against Brexit related risk. The Brexit Barometer
demonstrates that there is active expansion
into new markets as a result of Brexit, and
organisations have made significant progress
in preparing for Brexit. Irish food and drink
companies continue to leverage their world-class
brands and food standards to overcome the
current and forthcoming challenges.
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Barometer Objectives
Bord Bia’s 2017 Brexit Barometer played a vital role in identifying the key risks facing
our sector arising from Brexit.
The 2017 Brexit Barometer revealed that only
39% of respondents had a tailored marketing
strategy for the UK market. 46% had limited
or no experience in complying with customs
requirements. 83% had not modelled the impact
that tariffs may have on UK sales.
As EU-UK negotiations move to the next phase,
Bord Bia has set out to measure the progress of
the Irish food and drink sector’s preparedness for
Brexit. In February 2018, Bord Bia commissioned
Aon to support the development of an updated
Brexit Barometer. This risk diagnostic tool aims to
assess the exposure of Bord Bia’s clients to Brexit
across six key areas.
In conjunction with Aon, Bord Bia drew up a
series of questions across each of the risk areas
that are designed to;
•

Raise awareness of key Brexit issues

•

Capture the level of risk exposures

•

Inform Bord Bia of key risks facing the
industry and sectors

•

Enable Bord Bia to tailor appropriate support
for the sector

Between the 23rd March and the 8th May
2018, 117 Irish food, beverage and horticulture
companies undertook the Brexit Barometer
assessment. Respondents were a cross
functional selection of senior management.
The overall objectives of the Brexit Barometer are:
1.

To provide a benchmark to clients to
establish their level of preparedness against
key risks.

2.

To ensure that the services and programmes
that Bord Bia offer are tailored and relevant
to the needs of clients.

3.

To communicate to UK customers and
wider stakeholders that the Irish food, drink
and horticulture sector is in a position to
continue growing business in the UK market.

Key Brexit Risk Areas
Customer Relationships

Financial Resilience

• UK marketing strategy

• Currency fluctuations

• Strategies for potential

• Hedging strategy

growth

Marketing
Diversification

Supply
Chain

Market Diversification
Supply Chain

• New market expansion

• Reducing supply chain
costs
• Resilience to the loss of a
critical partner
Customs and Tariffs

Emerging Risks

Emerging
Risks

6 Key Risk
Areas

• Top emerging risks

Customs
and
Tariffs

in the next 12 months
Customer
Relationships

Financial
Resilience

• VAT profile and Tariff
classifications
• Trusted Trader/AEO status
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Brexit Impact Assessment Tool Key Pillars
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Respondent Profile
The respondents’ profiles represent 117 companies across 6 sub-sectors, encompassing micro,
small, medium and large companies. 72% of the participants represent privately owned companies
while 12% of participants define themselves as an unlimited company. The remaining responses are
primarily from co-operatives and PLCs.
Respondents’
Company Type

PLC

Private
Company

Unlimited
Company

Co- operative

%

8

72

12

5

*

The profile of company type is indicative of how the sector is structured in Ireland, and we believe this
is a strong representation of the industry.

Turnover
Companies who participated in the survey ranged from micro-enterprises with turnover of less than
€1m, to the largest companies in the Irish food and drink sector.
Respondents’ Turnover Breakdown

€0 - €1m

€1 - €10m

€10 – €100m

€100m – €1bn+

%

26

28

31

15

*

Sector & export coverage
•

Respondents account for an estimated 48% of exports to the UK

•

51% of respondents are from the prepared consumer foods sector

•

16% of the responses have been provided by companies in the alcoholic beverages sector

The table below illustrates the number of companies that responded to the survey and the
corresponding estimate of their exports to the UK as a percentage of each sector’s total exports.

Sector

No of companies

% of total UK exports (estimate)

Dairy & dairy ingredients

10

80

Primary meats

10

40

Prepared Consumer Foods

61

50

Alcoholic beverages

19

10

Seafood

10

17

Horticulture

7

90

Total

117

48

*

*The data quoted in this report is based on Bord Bia’s Brexit Barometer respondents and not on CSO figures.
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Brexit Readiness
Progress since March 2017
Almost two years have passed since the Brexit vote. While uncertainty and volatility have prevailed,
it is encouraging that this survey finds that 74% of businesses believe they have made progress in
preparing for Brexit.
Progress with Brexit readiness since March 2017

26%

54%

20%

for disruption to

Some progress - have

Clear progress - have

the UK

developed plans

taken actions

No progress - taken
no actions to prepare

Encouragingly, 74% of respondents feel that they have made clear or some progress in some of the
following areas; optimising UK customer relationships, currency risk, supply chain management and/or
tariffs and customs. 19% of respondents feel that clear progress has been made and 54%
of respondents have made some progress.
When these results are analysed by company size, it is clear that the larger companies are leading
the way.

What progress have you made in regards to Brexit since March 2017?

80%

60%

Clear progress have taken actions

Some progress -

40%

have developed plans

No progress 20%

taken no actions to
prepare for disruption to
the UK market arising as
a result of Brexit

0%
< €1m

10

€1m - €10m

€10m - €100m

€100m - €1bn+
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The data is supported by anecdotal evidence; many companies have formed cross-functional Brexit
teams or working groups. They are also attending seminars on Brexit related events and networking
events, among others.

The impact of Brexit
Even though good levels of progress
regarding Brexit preparedness have been
identified, Irish food and drink companies
report high levels of uncertainty regarding
the impact of Brexit.

Optimistic

16%
25%

60%

Uncertain
Pessimistic

Sentiment in relation to Brexit outcome
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Key Brexit Issues

facing the Irish food & beverage sector

Financial
Resilience

UK Customer
Relationships

Supply
Chain

Customs
& Tariffs

Market
Diversification

Emerging
Risks
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1. UK Customer
Relationships
This section explores the extent to which exporters have managed their relationships
with UK customers and contracts in the overarching context of Brexit.
The UK remains a significant market for Irish food and drink companies:

39%

31%

of respondents

21%

7%

of respondents

of respondents

reported

of respondents

identified

stated that the

that UK sales

stated that the

that the UK

UK accounts

account for

UK accounts for

accounts for

for over 80%

0-10% of sales

21-79% of sales

11-20% of sales

of sales

Customer engagement
15%

Irish food and drink companies clearly
understand the importance of engaging with their
UK customers, with 85% of participants stating
that they have spoken to their UK customers in
the last 12 months. Of those companies that
answered ‘No’, 56% believe that discussions with
key UK customers are not a priority for
their business.
Companies have reported mixed success in
holding Brexit-specific discussions with their
key customers. 28% of respondents have held
2-3 conversations with customers in the Retail
channel, 30% with customers in the foodservice
channel and 19% with customers in the
Ingredients/Manufacturing channel over the
past year.

85%

Have you met your key
UK customers in the last
12 months?
Yes

No
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Number of Brexit discussions
with key UK customers

0 Times

1 Time

2-3
Times

4-6
Times

N/A

Retail

13%

17%

28%

9%

14%

Foodservice

22%

11%

30%

3%

19%

Ingredients/Manufacturing

19%

10%

19%

7%

28%

When identifying why respondents have not spoken to their UK customers about Brexit in the last 12
months, of those that answered no, 50% indicated that Brexit does not appear to be a priority on their
customers’ agendas.
Reason for not discussing Brexit with customers

50%

40%

30%

42%

33%

20%

10%
8%

8%

0%

4%

4%

Buyers have not indicated that they wish to discuss Brexit
Buyers have stated they wish to exclude Brexit from discussions
Different for each customer
I don’t have a customer in this channel
Resource issues
They are too busy
Supporting the view that UK customers view
Brexit as less of a priority, across the Retail,
foodservice and Ingredients/Manufacturing,
channels, 73% of respondents reported
that UK customers are not sending Brexit
Questionnaires to assess the readiness of their
suppliers. This suggests that other UK market
dynamics are bigger and more immediate
than Brexit. The UK market has experienced
significant change and disruption over the
last number of years:
14

• Growth in market share of discounters
(Aldi, Lidl, Netto)
• Increased activity in online channels
(such as Ocado)
• Significant consolidation (Tesco/Booker,
Asda/Sainsburys and Coop/Nisa)
• High profile business failures
(Palmer & Harvey)
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UK Market Growth Opportunities

• Alcoholic beverages

80% of participants believe they continue to have
opportunities to increase sales to the UK, with
leading sectors as follows:

• Dairy & dairy ingredients

• Primary meats
• Prepared consumer foods

When discussing potential opportunities available
to initiate growth, the top strategies were new
product development (61% of respondents
choose either ‘most likely’ or ‘highly likely’),
enhanced key account management (49%)
and trade fair attendance (43%).

Please rank the following ‘strategy’ in order of potential growth possibilities to increase sales to the UK

100%

80%

60%

40%

20%

0%
Attending
Trade Fairs

Most Likely
Quite Likely
Likely
Somewhat Unlikely
Most Unlikely

Market
Research

Placing staff
resources
in-market

Enhanced
marketing
strategy

Enhanced
Key Account
Management

New Product
Development

There are identifiable growth opportunities in the
UK market and, even in a period of uncertainty,
there remains a high level of engagement with
the UK.
These growth opportunities will be generated
across a mix of retail, foodservice and food
manufacturing channels, with no one channel
standing out as being dominant. An additional
channel that is highlighted as a growth lever is
online.
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Marketing Strategy
The majority of respondents have a clearly developed marketing strategy specifically for the UK
market. There has been a 15% increase in participants who have developed a marketing strategy
in the last 12 months versus the 2017 response.
Do you have a marketing strategy specifically

Do you have a UK-focused sales and marketing

developed/tailored for the UK market?

team, either in-house or managed by a third party?

0%

10%

20%

30%

40%

50%

2018 - companies with
turnover over €1m

Do you have a UK-focused
sales and marketing team,
either in-house or managed
by a third party?

43%

57%

60%

70%

0%

10%

20%

2018 - all companies

30%

40%

50%

60%

70%

2017

Do you have a marketing
strategy specifically
developed/tailored for
the UK market?

46%

Yes
54%

No

When companies with turnover of less than €1m (which can typically face resource pressures) are
excluded from the analysis:
• 63% of companies have a marketing strategy specifically developed / tailored for the UK market
• 69% have a UK-focused sales and marketing team, either in-house or managed by a third party
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Key Takeaways
There has been significant progress made towards maintaining strong working
relationships and identifying growth opportunities with UK customers.
The results clearly demonstrate that participants have invested resources into
better understanding their current market position and relationships with key
customers, but there is still progress to be made going forward to ensure an
improved position of resilience.

73% of respondents reported that UK customers are not sending Brexit
Questionnaires to assess the readiness of their suppliers. This suggests
that other UK market dynamics are bigger and more immediate than
Brexit.

80% of participants believe they continue to have opportunities to increase
sales to the UK.

15% increase in participants who have developed a marketing strategy in
the last 12 months versus the 2017 response.
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2. Supply Chain
This section explores the extent to which exporters have managed their supply chains to
reduce exposure to Brexit risks.

Understanding the Supply Chain
An encouraging finding is that 62% of participants have mapped their supply chain to identify possible
delays, costs or customs challenges arising from Brexit.*
This is a very positive result, and demonstrates that respondents are spending time to better
understand their supply chains and appreciate the complex networks and interdependencies between
the partners involved.

Have you mapped your supply chain
to identify possible delays, costs or
customs challenges arising from
Brexit?

62%
38%

Yes
No

Larger enterprises of €10 million + have
mapped their supply chain, whereas micro or
smaller enterprises have completed this review
to a lesser extent. This is possibly because
smaller companies do not have the resources,
capabilities or in-house understanding of how to
do this.
Key benefits of mapping supply chains include:
• A
 documented process that clearly sets out
each link of the chain.
• Improved ability to easily identify points of
vulnerability, such as the source of key inputs.
• H
 ighlighted awareness of where there may be
a dependency on a critical supplier.
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• Clear data points to support financial
calculations and scenario testing, such as
the impact of customs and tariff costs.
• Enables companies to make informed
decisions on supplier resilience.
• Prompts businesses to consider the merits
(or otherwise) of alternative suppliers or
alternative logistics strategies (for example:
shipping to mainland Europe via France rather
than via the UK to avoid the landbridge).
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When assessing the impact of Brexit on supply chains, companies have higher levels of concern for
links in the supply chain that are outside of their control. This reflects companies’ level of influence: it
is easier to manage those factors that the company can directly impact, such as where a product is
stored or how it is produced, than it is to manage an outsourced element such as distribution by sea.
The links listed below as likely to be the most impacted suggest that respondents intend to mitigate
against risks as much as they can but realise their exposure to third party preparedness.
Which parts of your INBOUND supply chain will be most impacted by Brexit?

80%
70%
60%
50%
40%
30%
20%
10%
0%
Distribution: Distribution:
Sea
Land

Imports

Warehousing

Production

Don’t Know

Other

Which parts of your OUTBOUND supply chain will be most impacted by Brexit?

80%
70%
60%
50%
40%
30%
20%
10%
0%
Distribution: Distribution:
Sea
Land

Exports

Warehousing

Don’t Know

Other

*When the population of companies with turnover of less than €1m is excluded from the analysis, 70% of
companies have mapped their supply chain to identify possible delays, costs or customs challenges arising
from Brexit.
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Shelf life & lead time
Managing lead times and shelf life is a top priority for companies in the food, drink and horticulture
sector. New customs requirements may impact lead times, and will be of particular concern to
companies whose products have a short shelf life. Options for managing this include assessing
whether temperature can be reduced to extend shelf life. In order to mitigate any increased uncertainty
or variability in the journey time from Ireland, suppliers could consider increasing the level of stock
within the local market. Likewise, consideration could be given to holding stock at strategically located
warehouses closer to the customer.
Alternative forms of logistics such as air freight may offer timing solutions as well as exports speeding
up administrative processes by registering for trusted trader status and working with expert supply
chain partners. Finally, an ongoing focus on innovation and R&D to increase product shelf life will help
to mitigate this risk, as well potential packaging solutions such as canned or freeze dried.
These potential solutions should be evaluated as part of a full market appraisal.

Cost Reduction Strategies
Managing cost is a key element of supply chain management.

40%

24%
of micro-enterprises have made an

have taken steps to reduce their

effort to reduce supply chain costs in

supply chain costs as a result of Brexit

light of Brexit

Have you taken steps to reduce your supply chain costs as a result of Brexit?

80%
70%
60%
50%
40%
30%
20%
10%

Yes
No

0%
< €1m

20

< €1m - €10m

< €10m - €100m

€100m+
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Some sectors are more advanced than others
in implementing cost reduction strategies as a
result of Brexit.
• D
 airy and dairy ingredients (50%) and prepared
consumer foods (44%) have implemented
cost reduction strategies. Global Irish dairy
businesses tend to adopt best practice early,
and the data here supports this. The prepared
consumer foods sector has a significant
dependence on the UK market, and as a
result seems to be demonstrating a practical
and pro-active approach to anticipating the
financial consequences.

• 76% have reviewed their supply chain structure
and strategy. Doing this enables companies to
drive decision making around how to optimise
the cost of their supply chain.
• 40% identify KPIs as being important, which
reflects the well-worn adage of what gets
measured gets managed.
• Robust sales and operations planning is called
out by 45% of companies as a means of
reducing supply chain costs.

Of those 40% of participants that identified that
they had taken steps to reduce their supply
chain costs in the last 12 months, companies
described the range of strategies being used to
achieve this;

How have you reduced your supply chain costs in the past 12 months?

80%
70%
60%
50%
40%
30%
20%
10%
0%
Reviewing the
supply chain
structure and
strategy

Sales and
operations
planning
(S&OP)

Performance
Measurements
(e.g. KPIs)

Amended
design of the
supply chain

Outsourcing

Other
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Of the 60% of companies who answered ‘No’ to the question on supply chain cost reduction strategies,
38% reported that it was not a priority. This may reflect the fact that for many businesses, input costs
may have reduced as a result of the devalued sterling. The turnover breakdown of responses also
suggests that this may reflect the juggling priorities of small and medium sized enterprises. The main
reasons for a negative response are outlined in the table below.
Reasons for not reducing supply chain costs over the last 12 months

Other
< €1m

Not a priority
Lack of resources
Don’t know

€1m - €10m

€10m - €100m

€100m+

0%

10%

20%

30%

40%

50%

60%

70%

80%

Contingency of stockholding
Of some concern, 61% of participants have not
developed contingency options for possible
location and levels of stockholding levels in their
supply chains as a result of Brexit.

Have you developed contingency
options for the possible locations and
levels of stockholding in your supply
chain in response to Brexit?
3%

• 5
 6% of companies generating €100m+
turnover have considered contingency options
• A
 t the opposite end of the scale, only 12% of
companies with turnover of less than €1m and
29% of businesses in the €1m - €10m turnover
range have developed contingency options for
possible location and levels of stockholding
levels in their supply chains as a result of
Brexit.

36%

61%

Yes

22

No

Don’t know
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Have you developed contingency options for the possible locations and levels of stockholding in your supply chain
in response to Brexit scenarios?

€100m - €1bn+

Don’t know
€10m - €100m

No
Yes

€1m - €10m

< €1m

0%

20%

40%

It is clear that undertaking an impact analysis
through a series of scenarios will help companies
understand the needs of the business in regards
to stockholding. Examples of such scenarios
include asking questions such as:
• W
 hat would the impact be if key warehouses /
cold stores are at maximum capacity?
• H
 ow would a fire or other incident in a
stockholding location impact the business?
Would we be capable of fulfilling supply to our
key customers?
As was brought into sharp focus by events such
as the 2018 snow and the high profile impact of
KFC’s challenges in sourcing chicken in the UK;
it is important not to underestimate the fragility of
supply chains, and also in a business interruption
event, the difficulties of meeting customer
supply requirements. Supply chain is a challenge
for companies of all sizes. With increasing
automation and enterprise wide systems such
as SAP & Oracle, combined with a Just In Time
delivery required by many customers, the KFC
event highlights that large companies are as
challenged as smaller companies in dealing
with this. The importance of building resilience
into a supply chain is fundamental.

60%

80%

100%

Sourcing Strategy
There is also concern from companies around
security of supply of raw materials and inputs.
When changing from a UK supplier to a supplier
from a different country, it is important to
understand where the new supplier is sourcing
from. If the new supplier is sourcing from the UK,
then the challenge of security of supply is simply
pushed further down the chain.
Of the 24% that have changed their sourcing
strategy as a result of Brexit, 68% are now
sourcing from within the EU.

24%
have changed their raw materials /
input sourcing strategy as a result
of Brexit
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Where are you sourcing
your raw materials and
inputs from now?

12%

20%

Ireland
EU

68%

Rest of Europe

Supply Chain Partners
In 2017, 68% of participants were unsure as to whether their supply chain partners were Brexit-ready.
In 2018 this level of uncertainty has reduced to 40%, which further indicates that manufacturers are
mapping supply chains and making enquiries to identify any potential exposures. However, only 28% of
respondents believe that partners are readily prepared, highlighting the distinction between companies
reviewing and taking action.

Do you believe that your supply chain partners are adequately prepared for Brexit?

< €1m

€1m - €10m

Don’t know
No
Yes

€10m - €100m

€100m+

0%
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Do you believe that your supply chain partners are

Do you believe that your supply chain partners are

adequately prepared for Brexit? (Total respondents)

adequately prepared for Brexit?

0%

5%

10%

15%

20%

25%

30%

35%

40%

0%

10%

20%

30%

40%

50%

60%

Yes

2018 - companies with turnover of €1m

No

2018 - all companies

Don’t know

2017

70%

Authorised Economic Operator (AEO) /
“Trusted Trader”

• Lower risk scores in risk analysis systems
when profiling

An Authorised Economic Operator (AEO) is
a certified standard authorisation issued by
customs administrations in the European Union.*
It certifies that a business has met certain
standards in relation to:

• Priority treatment if physical controls are
conducted

• Safety and security

80%

• Mutual recognition of AEO programmes under
Joint Customs Cooperation Agreements which
could result in faster movement of goods
through third country borders

• Compliance with customs rules

• Reduced data sets for entry and exit summary
declarations (this only applies to AEO safety
and security)

• Financial solvency

• Easier access to simplified procedures

• P
 ractical standards of competence or
professional qualifications

• Reduction or waiver of comprehensive
guarantees.”

Revenue advises that “this is primarily a trade
facilitation measure that recognises reliable
operators and encourages best practice in the
international supply chain. As an AEO, you could
benefit from:

Irish food and drink companies need to ensure
that they are asking the right questions of
their supply chain partners. At present, 68% of
respondents don’t know whether their supply
chain partners are registered as a Trusted Trader/
AEO.

• Systems to manage commercial records

• R
 ecognition worldwide as safe, secure and
compliant business partners in international
trade

*Source: https://www.revenue.ie/en/customs-traders-and-agents/authorised-economic-operators/index.aspx
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Are your supply chain
partners registered as a
Trusted Trader / AEO?

16%

16%

Yes
No

68%

Don’t know

Are your supply chain partners registered as a trusted trader/AEO?

Yes

100%

No
Don’t know

80%

60%

40%

20%

0%
< €1m

€1m - €10m

When the profile of companies who answered
‘Yes’ is further analysed, it is clearer that the
global organisations are most progressed with
this. This response is not unexpected, as many of
these companies are trading beyond the EU.

€10m - €100m

€100m - €1bn+

• 40% of dairy & dairy ingredients companies
state that their supply chain partners are
registered as a trusted trader/AEO, compared
to 23% of seafood/horticulture/other, 22% of
meat and 13% of prepared consumer foods
respondents.
• 100% of alcoholic beverage companies don’t
know if their supply chain partners are AEO
registered.
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Critical Supplier
Of the companies who completed the survey, 62% stated that relationships with their key supply
chain partners (suppliers, transportation, packaging, etc.) are of significant strategic importance to
their business. In other words, loss of their services would severely impact on their ability to supply
customers in the short and medium term.
Of those who identified a critical dependency on supply chain partners, 59% have not tested their
resilience.

How resilient is your organisation to the loss of a critical supplier?

60%
50%
40%
30%
20%
10%
0%
Don’t know

Not resilient

Resilient
but have not
tested

Resilient and
have tested

While it is encouraging that there are positive views on resilience, the next step for companies to take
is to examine that level of resilience, as almost 6 out of 10 companies could be making important
business decisions based on untested assumptions. One practical step that can be taken is to identify
a second supplier for key inputs. It’s important for businesses to feel confident in having options for
where they source vital inputs.
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Landbridge
66% of participants have considered the impact of the UK landbridge on exports to other markets in
the past 12 months, which is a key component of supply chain mapping and reviewing. This suggests
that those companies that answered no either have not mapped their supply chains, believe that they
do not depend on the landbridge or possibly believe that they could manage this through alternative
distribution channels.
Have you considered the impact of the UK landbridge on exports to other markets in the past 12 months?

40%
Yes

35%

No

30%
25%
20%
15%
10%
5%
0%

< €1m

€1m - €10m

Engaging with external advisers

€10m - €100m

€100m - €1bn+

Engaging with external advisors supply chain experts

Recognising the importance of engaging with
external supply chain specialists:
• 30%

have already engaged with supply
chain advisers
• Almost

half (48%) have plans to seek advice
from supply chain experts but have not yet
done so. This is consistent with the response
relating to supply chain costs. Clients have
identified that work is needed here but have
yet to turn this into action; either suggesting
more immediate priorities or uncertainty on
who to approach and what costs may be
involved.

22%

48%
30%

Plan to engage
Would not consider engaging
Already engaged
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Key Takeaways
Significant progress has been made on supply chain mapping, but manufacturers
must ensure they are asking the right questions of supply chain partners
regarding Trusted Trader status and the UK landbridge. As evidenced in the UK
Customer Relationship section of this report, Brexit does not appear to be as big
a priority for UK entities, which may also explain the responses to some of the
supply chain questions in relation to UK suppliers.
Supply chains are fragile, and it is important that companies put measures
in place to ensure they are as resilient as possible. A practical next step for
companies is to test the resilience of their key suppliers.
There is a clear message of the need for a deep dive and interrogation of supply
chain with a specific focus on landbridge and considering areas for efficiencies
within the supply chain.

62% of participants have mapped their supply chain to identify possible delays, costs or customs
challenges arising from Brexit.
In 2017, 68% of participants were unsure as to whether their supply chain partners were Brexitready. In 2018 this level of uncertainty has reduced to 40%.
Managing lead times and shelf life is a top priority for companies in the food, drink and horticulture
sector.
Of the 24% that have changed their sourcing strategy as a result of Brexit, 68% are now sourcing
from within the EU.
Of the companies who completed the survey, 62% stated that relationships with their key supply
chain partners (suppliers, transportation, packaging, etc.) are of significant strategic importance to
their business. In other words, loss of their services would severely impact on their ability to supply
customers in the short and medium term.
Of those who identified a critical dependency on supply chain partners 59% have not tested their
resilience.
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3. Customs and Tariffs
This section explores the extent to which Irish food, drink & horticulture exporters have
managed the impact of customs and tariffs to reduce exposure to Brexit risks.

Customs Processes
• 45%

of respondents feel that they have
either significant or a reasonable amount
of experience in complying with official
requirements relating to the importation or
exportation of raw materials & inputs from/to
non-EU locations.
The experience noted in the data is a story of
both size and sector:
• 88% of companies with turnover of €100m+
have either reasonable or significant customs
experience. Dairy companies within this
cohort operate global businesses, and it is
intuitive that the data supports the fact that
such companies are well versed with customs
requirements.

20%

27%

18%

35%

• 80% of seafood companies indicate confidence
with their knowledge of customs requirements
– this confidence is across companies of all
sizes – and with over one quarter of seafood
exports destined for Asian & African markets,
it’s clear the seafood sector has strong
customs experience.
• The

data validates that for sectors such as
prepared consumer foods, the UK is often
the first export market. Therefore it is not
surprising to find that 64% of these PCF
companies with turnover of less than €100m
have limited or no experience with customs
requirements.

Have you a history or experience
in complying with official
requirements relating to the
importation or exportation of
raw materials & inputs from/to
non-EU locations?

Yes, significant experience
Yes, reasonable amount of experience
Only limited experience
No experience
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Do you have you a history or experience in complying with official requirements relating to the importation or
exportation of raw materials & inputs from/to non-EU locations?

50%

40%

30%

20%

10%

0%
< €1m

€1m - €10m

€10m - €100m

€100m - €1bn+

Yes, significant experience

Only limited experience

Yes, reasonable amount of experience

No experience

Of those companies who have some level of
experience with customs compliance, confidence
in managing customs processes is strong.

• 88% of €100m+ turnover companies are either
highly or moderately confident in managing
customs processes

• 73% are either highly or moderately confident
in managing customs processes

• The

comparable number for the €10m - €100m
turnover range is 58%

How confident do you feel managing
customs processes?
4%

No confidence
28%
45%

Slight confidence
Moderate confidence

23%

High confidence
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Financial implications
Customs compliance requires administrative work and can be a time and cost burden for companies
that are exporting to non EU markets. Costs may be incurred per consignment moved or via the
recruitment and retainment of either customs agents, distributors or other partners that manage
customs as a service. 25% of respondents have modelled the cost of customs processes, including
compliance. This is an increase from the 2017 result of 17%.

Have you modelled your
cost of customs processes
including compliance?

25%

Yes

75%

No

Respondents that have modelled the cost of customs processes including compliance

2018 - companies
with turnover of €1m+

2018 - all companies

2017

0%

32
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Have you modelled your cost of customs processes including compliance?

100%

Yes
No

80%

60%

40%

20%

0%
< €1m

€1m - €10m

€10m - €100m

€100m - €1bn+

Almost one third (32%) of respondents have modelled the potential impact that costs arising from
customs duties and tariffs may have on sales to the UK. Reflective of the specific concern around
potential tariffs on cheddar cheese, it is the dairy & dairy ingredients sector that has invested most
effort (38%) in financial modelling.

32%

Have you modelled the
potential impact that costs
arising from customs duties
and tariffs may have on sales
to the UK?

68%
Yes
No

This is a concerning result, and it is clear that there is further room for improvement on understanding
the cost implications of customs and tariffs.
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Importer of Record
39% of respondents reported that the importer of record is not addressed in contracts with UK
customers. 60% of primary meats companies do not address importer of record status in their
customer contracts, with 44% of alcoholic beverage companies similarly not addressing it in contracts.
Prepared consumer foods (26%) and dairy and dairy ingredients (20%) have contractual arrangements
with customers to act as importer of record for sales into the UK.
Based on your contractual arrangements with your customers, do you act as importer of record for sales
into the UK?

Dairy & dairy
ingredients

Alcoholic
beverages

Primary
meats
Prepared
consumer
foods

Horticulture

Seafood

0%

10%

20%

40%

60%

Don’t know

No

This is not addressed in contracts

Yes

80%

100%

Trusted Trader Status / Authorised Economic Operator (AEO)
The concept of Trusted Trader / AEO has been described in the Supply Chain section of this report.
60% of respondents export to non-EU countries. Of that 60%, only 23% have begun the process to
register as an AEO. This process can take up to nine months, so it is recommended that companies
intending to export large volumes of product to non-EU markets begin.
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Has your company begun
to learn more about AEO
(trusted trader status) and
preparing information in
advance of applying?

Has your company begun
the registration process
for Authorised Economic
Operator (trusted trader
status)?

10%

16%

Yes
26%

No

23%
64%

61%

Don’t know

Tariff classifications
52% of respondents feel comfortable identifying the tariff classifications for their products. 38% do
not feel comfortable about tariff classifications, and there is significant anecdotal evidence to support
this. Many companies are nervous that, despite best intentions, they may incorrectly classify a product,
which may result in a significant fine.
Are you comfortable that you know the tariff classifications (and associated customs duty rates) for your products?

Dairy & dairy
ingredients
Alcoholic
beverages
Primary
meats
Prepared
consumer
foods
Horticulture

Seafood

0%

10%

20%

Yes

30%

40%

No

50%

60%

70%

80%

Don’t know
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Dairy companies have higher than average (70%) levels of confidence in their understanding of tariffs,
which is reflective of the global nature of their export markets.
Primary meats (56%) and prepared consumer foods (55%) are the next most confident sectors.

Are you comfortable that you
know the tariff classifications
(and associated customs duty
rates) for your products?

10%

38%

52%

Yes
No
Don’t know

50% of respondents have considered the cash flow implications on VAT in a hard Brexit scenario,
versus 20% in 2017. This suggests that cash flow and capital risks associated with Brexit are being
prioritised over other areas in relation to a hard Brexit. This further reflects that companies are
prioritising those risks that are inside their scope of influence. This is strong progress but there is still a
lot of work to be done in understanding VAT implications of non-EU trade.
81% of companies with turnover of greater than €100m have considered the cash flow implications of
a hard Brexit, whilst just 24% of companies with a turnover of under €1 million have considered this.
Have you considered the cash flow implications on VAT, in a hard Brexit scenario?

Yes

€100m - €1bn+

No

€10m - €100m

€1m - €10m

< €1m

0%
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Percentage of companies that have considered cash flow implications on VAT in a Hard Brexit scenario.

2018 - companies with
turnover of €1m+

2018 - All companies

2017

0%

10%

20%

30%

40%

50%

60%

When it comes to understanding the Brexit implications on VAT, 27% of respondents have high
confidence in their understanding, 47% are slightly confident, and 26% have no confidence.

How confident are you in your understanding of the Brexit implications on VAT?

Dairy & dairy
ingredients
Alcoholic
Beverages
Primary
meats
Prepared
consumer
foods
Horticulture

Seafood

0%

20%

High confidence

40%

60%

Slight confidence

80%

100%

No confidence
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Engaging with external advisors
As the March 2019 deadline looms, 70% have plans to engage with customs advisors and 52% have
plans to engage with Revenue. Due to lack of clarity on customs and tariffs negotiations between the
EU and UK, perhaps businesses feel it is too early to take action on this.

Figure: Engaging with external advisers

80%
70%
60%
50%
40%
30%
20%
10%
0%
Would not
consider engaging

Revenue
Customs Advisors

38
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Already
engaged
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Key Takeaways
The report highlights a clear vulnerability caused by lack of modelling potential
costs arising from customs duties. More enterprises should consider the cash
flow implications of VAT and there is clearly a message of confusion regarding
tariff classifications and the AEO process. Companies should engage with both
Bord Bia and Revenue at the earliest opportunity to clarify any questions they
may have in this area.

45% of respondents feel that they have either significant or a reasonable
amount of experience in complying with official requirements relating to
the importation or exportation of raw materials & inputs from/to non-EU
locations.

Almost one third (32%) of respondents have modelled the potential impact
that costs arising from customs duties and tariffs may have on sales to
the UK.

52% of respondents feel comfortable identifying the tariff classifications
for their products in the last 12 months versus the 2017 response.
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4. Financial Resilience
This section explores the extent to which exporters have managed their financial
resilience to reduce exposure to Brexit risks.
The Irish food, drink and horticulture industry has generations of experience in managing the impact
of currency fluctuations on profits, margins and balance sheet protection. Brexit is certainly a stark
reminder of the importance that companies are both aware of the impact of severe currency shock
and are financially agile during this period of unprecedented volatility.

Currency risk management
Over three quarters (77%) of respondents have identified their risk and exposure to currency
fluctuations as a result of Brexit. This metric grows to 89% when micro-enterprises are excluded
from the analysis.

Has your company identified
its risk and exposure to
currency fluctuations as a
result of Brexit?

Has your company identified its
risk and exposure to currency
fluctuations as a result of Brexit?
Companies with turnover of > €1m

11%

23%

Yes
No
77%
89%

Trends in identification of currency exposure are consistent across all sectors, with the exception of
the alcoholic beverages sector, where 63% of companies have not identified their currency risk.
This data is influenced by the number of small but growing companies in this space and their
exposure to the UK.
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Has your company identified its risk and exposure to currency fluctuations as a result of Brexit?

Yes
100%

No

80%

60%

40%

20%

0%
Seafood

Horticulture

Prepared
consumer
foods

Exchange rates
In 2017, 28% of respondents stated their
business would begin to experience severe
difficulty in the £0.85 - £0.89 exchange rate
range. In 2018, this has reduced substantially
to 7%. This could indicate that companies have
become more agile and adaptable in managing
currency volatility - and may suggest that
exporters have found ways to manage their
operational costs, reformulated their products
and packaging or negotiated new prices with
customers, among other solutions.
The profile of when companies expect to
experience severe difficulty with exchange
rates is as follows:
•

18% report that they would face severe
difficulties at an exchange rate of less than
£0.80 - £0.89

Primary
meats

Alcoholic
beverages

Dairy
& dairy
ingredients

• 37% believe that they would face severe
difficulty at an exchange rate range of
£0.90 - £0.94.
• 23% of respondents now report that they
would face severe difficulties at a rate of
£0.95 - £0.99.
• 15% are of the view that the impact will be
severe when the rate climb is in the
£1.00 - £1.04 range.
As such, we see a clear shift to weaker sterling
exchange rates before the majority of businesses
face difficulties.
Companies facing severe difficulties at the
current exchange rate (£0.88 in early June 2018)
need to consider their currency risk management
and export strategy.
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At what level of Sterling would your business begin to have severe difficulties, even if all other factors (tariffs, other
customs’ requirements, etc.) were to remain as they currently are?

50%
2017
2018

40%

30%

20%

10%

0%
£0.80 £0.84

£0.85 £0.89

£0.90 £0.94

£1.00 £1.04

£1.00 £1.04

> £1.04

60% have a policy to actively identify, quantify and manage non-EU exposures. Almost all of those who
answered ‘No’ are in the <€10 million turnover range.

Financial Protection Measures
Of the companies who have made efforts to protect their business finances, hedging and trade credit
are the two most common to have been implemented.

Hedging Strategy
Almost half (48%) of the companies who responded to the survey have a hedging strategy in place.

Do you have a hedging strategy
in place?

48%
52%

Yes
No
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When analysed by company size, 88% of companies with turnover of greater than €100m are
hedging.

Do you have a hedging strategy in place?

100%
Yes

80%

No
60%
40%
20%
0%
< €1m

€1m - €10m

Some companies are of the opinion that putting
a hedging strategy in place is an unwanted cost.
Their preference is to take a long term view and
allow the fluctuations to balance out over time.
Larger companies are often helped by having
a natural hedge in place, in other words their
income and costs are in the same currency–
for example where an Irish company has a UK
manufacturing subsidiary.
Of those 48% of companies that reported that
they do have a hedging strategy:
• 35%

have not adapted their currency risk
strategy as a result of Brexit

€10m - €100m

€100m+

Companies that are hedging are moving away
from the annual budget-driven activity, to a
continuous rolling hedge, otherwise known as
layered hedging. The advantage of taking this
approach is that it allows them to adjust hedges
throughout the year as forecasts become more
accurate and to react with more agility when
currency movements occur.
With reference to how far forward participants
have hedged, the overwhelming majority of
companies (85%) have hedged forward 6-12
months. All companies who indicated a hedge
period of less than a year are in the dairy and
prepared consumer foods sectors.

• 53%

are choosing to take a layered hedging
approach
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Trade Credit
Trade credit insurance is an insurance solution that helps to protect a seller against losses from bad
debts. The risks of customer insolvency, or protracted payment defaults, are covered. Debtors are
often the largest uninsured asset on a company’s balance sheet—even though it is also the primary
source of revenue. In addition, sluggish economic performance has affected risk levels for debtors and
cash flow. Growth in the Irish food, drink and horticulture sector is highly export dependant, and many
companies are entering new markets and extending their supply chains across multiple regions— all of
which further increases the need to protect themselves from risks involving commercial trade debts.

Business Costs
In preparation for potential cost increases as a result of Brexit, just over one third (37%) of participants
have reduced their business costs.
Companies have been investing time and effort to understand the cost implications of various Brexit
scenarios.

What work have you done to understand the cost implications of various Brexit scenarios?

Financial Analysis
Risk assessments
Analysis of loss of key
customer/contract
Contingency plans
None
Estimated maximum loss
Other

0%
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Investment Strategy
For half the companies surveyed, Brexit has not had an impact on their investment strategy over the
last 12 months. 24% of respondents have had a change in strategy over the last 12 months as a result
of Brexit, which indicates that businesses are reflecting on the challenges and adjusting accordingly.
21% have made the decision to put investments on hold, and over half of these companies are in the
€10m - €100m turnover range. Just 17% of total companies are delaying capital expenditure projects.

How have your investment plans been impacted by Brexit in the last 12 months?

Not impacted
Change of strategy
Investments put on hold
Capital expenditure
projects delayed
Operational expenditure
projects
Don’t know
Transferring production abroad

0%

10%

20%

30%

40%

50%

Exactly half of respondents report that investment plans have not been put on hold as a result of Brexit.
This may reflect that either certain companies had not intended to invest or remain robust in light of
challenges ahead. Of those that did report an impact, the data clearly demonstrates that the lack of
certainty is causing companies to pause and reflect.
Making plans but perhaps delaying any actions until the political negotiations are further progressed and
there is better clarity around the impact of Brexit.

Significantly, 94% remain committed to Ireland as a supply base, with only 4% stating that transferring
production out of Ireland is a viable option.

45

Key Takeaways
The results demonstrate that the financial resilience of companies is strongly
impacted by company size. As a general and not unexpected rule of thumb, larger
organisations tend to be more financially sophisticated than smaller ones.
Companies have demonstrated an increased ability to manage sterling
depreciation. However, just 48% have a hedging strategy in place, highlighting
that this through alternative distribution channels. A well-tested solution is still
not being utilised as much as in other sectors of the economy. Food and drinks
manufacturers should consider the benefits of this as they seek to grow their
exports to non-Eurozone markets. It’s important for companies of all sizes to be
protected financially, and it’s worth investigating the merits of well-established
and relatively low-cost solutions such as hedging and trade credit.
The cost of doing business is on the rise. For Irish companies operating in the
UK, it’s worth noting that labour availability is regularly being called out as a
challenge. In an environment of financial volatility, it is not unusual for credit and
working capital to become less accessible, and for insurance costs to increase.
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In 2017, 28% of respondents stated their business would begin to
experience severe difficulty in the £0.85 - £0.89 exchange rate range.
In 2018, this has reduced substantially to 7%.

Of those 48% of companies that reported that they do have a hedging
strategy:
•

35% have not adapted their currency risk strategy as a result of Brexit.

•

53% are choosing to take a layered hedging approach.

Almost half (48%) of the companies who responded to the survey have a
hedging strategy in place.

For half the companies surveyed, Brexit has not had an impact on their
investment strategy over the last 12 months.
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5. Market Diversification
This section explores the extent to which exporters have managed their product offering
to reduce exposure to Brexit risks.
If the export growth trends evident between 2009 and 2017 continue, international markets will
account for over 40% of Irish food and drink exports by 2025. Global population growth, along with
increased urbanisation and affluence, and the intensifying challenges of climate change, provide the
macro-context for this opportunity.

New markets
• 85%

of respondents are actively seeking to
expand into new markets. All companies
(100%) with turnover of greater than €100m
have market expansion strategies.

Are you actively seeking to expand
your business into new markets?

15%

The data demonstrates that diversifying into new
markets is a prominent strategy for participants,
with evidence of growth to markets beyond the
UK over the last 12 months.
• 43%

of companies have reported growth of
1% - 10%.
• 15%

have experienced growth of 25% or more,
almost all of which comes from early stage
and growing companies, with turnover of less
than €10m.
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To what extent has your non-UK sales grown in the past 12 months?

50%

40%

30%

20%

10%

0%
Seafood

0%

Horticulture

1% - 5%

Prepared
consumer
foods

6% -10%

Primary
meats

11% 24%

Alcoholic
beverages

25%+

Dairy
& dairy
ingredients
Decreased

The global footprint of the dairy sector continues on its expansion drive, with 63% reporting 0% - 25%
growth, and a further 13% growing by 25%+.
50% of alcoholic beverages businesses have experienced more than 25% growth to non UK markets
over the last 12 months, with much of this growth coming from companies with relatively low level of
turnover.
The most attractive growth markets, outside of the UK, are:

86%

49%

49%

Europe

US & Canada

Middle East

33%

30%

18%

China

South East Asia

Africa
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The table below outlines Top 3 target markets, outside of the UK in order of priority, by sector.
Seafood

Horticulture

Prepared
consumer
foods

Primary
Meats

Alcoholic
beverages

Dairy & dairy
ingredients

Europe

Europe

Europe

Europe

Europe

Middle East

South East Asia

Middle East

Middle East

China

China

Europe

USA & Canada

USA & Canada

USA & Canada

USA & Canada

USA & Canada

Africa / Asia

Prioritising Europe in most sectors suggests that the majority of businesses are following the Ansoff
Matrix strategy. This suggests that best practice is to focus on growing business as much as possible
with an existing product range to existing customers. As these opportunities are seized, expanding
focus to new products and new further afield markets should be persued.

Growth Drivers
Methods to encourage growth were identified as the following:

76%

65%

46%

are attending trade

are using market

are leveraging

fairs.*

research.*

networks*

*Respondents can select multiple answers.

This reflects Bord Bia’s Plan to Grow service. This is focused on Commercial Marketing Strategy
development, planning and implementation. Market research, accessible through Bord Bia’s Thinking
House is crucial to understand consumers’ purchasing decisions, current trades and how to
differentiate a brand or product.
Attending trade fairs is an excellent means to showcasing brands and products and generating leads
for new business.
Tapping into existing networks is also a proven strategy to meeting potential new customers and other
relevant stakeholders and can be the first step to lead generation.
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What actions are you taking to encourage growth in your business?

80%
70%
60%
50%
40%
30%
20%
10%
0%
External
consulting
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Marketing Strategy
61% of companies now have a marketing strategy specifically developed/tailored for non-UK export
markets, compared to 56% in 2017.
Do you have a marketing strategy specifically developed/tailored for non-UK export markets?

2018 - > €1m turnover

2018 - All

2017
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Co-opetition
Co-opetition is a business strategy where firms compete in some areas and co-operate in others. For
some companies it can be an effective solution to overcoming large sector-level as well as company
level challenges such as Brexit. Co-operation can include members of a supply chain working together
to improve quality and/or reduce costs, or firms working together to supply a large customer:
• 1 in 3 respondents would consider using co-opetition in branding and market access to diversify.
• Dairy

companies are the strongest advocates of co-opetition, with 75% considering using it as a
market diversification strategy.
• 47% of companies with turnover of greater than €100m would consider co-opetition.
• ‘We

are attending a number of trade shows this year in an attempt to open accounts with non-UK
companies.’
• ‘As
 a small business starting out, we have decided that the UK market is too volatile and risky due to
the uncertainty surrounding Brexit. Therefore we are targeting other EU countries and the US to an
extent.’

14%

55%

Have you considered using
‘co-opetition’ in branding and
market access to diversify?

31%

Yes
No
Don’t know what this is
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Key Takeaways
Export growth is clearly very high on the agenda of Irish food, drink and
horticulture companies. Since 2010, approximately 40% of Irish food and drinks
export growth has come from outside of the EU, with the US and China being the
sector’s largest markets respectively, following the UK. There is strong evidence
in the data that companies are ambitious and growth focused, and taking a
data driven approach to identifying opportunities in new markets. This is where
the focus of the industry will need to be in order to meet the target set out in
Food Wise 2025 to grow exports to a value of €19 billion by 2015.
The challenges of market diversification can seem considerable, not least due to
language barriers and cultural barriers, but also due to practical considerations
such as regulatory and logistical complexity, among other issues. However,
through assessing market research, attending trade fairs and visiting the market,
the long term possibilities for export growth are considerable. Bord Bia, bolstered
by its network of overseas offices, is on hand to support the 85% of respondents
with market expansion strategies, as well as those companies at the beginning
of the diversification journey.

85% of respondents are actively seeking to expand into new markets.

61% of companies now have a marketing strategy specifically developed/
tailored for non-UK export markets, compared to 56% in 2017.
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6. Emerging Risks
The risk landscape is ever-evolving. This means that businesses continue to adjust and
reprioritise their risks, as some become better understood, and newer ones manifest
themselves. Early detection of new and emerging risks is very important.
Looking to the future, the Top 3 future risks
identified by respondents are:

This report has already discussed:
• UK Customer Relationships

1. The impact of UK inflation on Ireland

• Supply Chain

2. Regulatory

and legislative changes

• Customs & Tariffs

3. Increasing

competition

• Financial Resilience
• Market Diversification

The graphic below demonstrates the breakdown of participants’ classification of risks.

Impact of UK inflation on Ireland
Regulatory / legislative changes
Increasing competition
Access to labour from within the EEA
Damage to brand & reputation
Business interruption
Failure to innovate / meet customer needs
Food traceability / origin
Food safety
Access to finance
Failure to attract or retain top talent
Cost of living / housing in Ireland
Product recall

0%
Risk 1
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The impact of UK inflation on Ireland
The UK is the destination for 35% of Irish food, drink and horticulture exports, and therefore is an
extremely important market for the sector. Irish companies will be watching UK inflation rates very
closely, as a combination of inflation rates and exchange rates have a significant impact on food
prices. As referenced earlier in this report, overall UK inflation has fallen from a high of 3% in 2017
to 2.5% in March 2018, and is expected to fall further as the markets adjust to the effects of a weak
pound sterling. Meanwhile, UK grocery inflation has fallen from 3.6% in November 2017, its highest
level since 2013, to 2.1% in April 2018.

Regulatory changes
Brexit may pose significant regulatory changes for Irish food, drink and horticulture companies in
the areas of food standards, labeling and trade, amongst other areas. Until EU-UK negotiations are
concluded, uncertainty will remain. Companies need to monitor possible changes proposed by the
UK Government over the coming months and assess the implications of these on their operations
and supply chains. For pre-competitive issues that have the potential to impact the sector as a whole,
the most effective means of monitoring developments may be through trade associations and other
networks, as well as attending industry events hosted by Bord Bia and others.

Increasing Competition
There is ongoing consolidation across the sector across all channels, from retailers to manufacturers
and processors to foodservice businesses. These larger entities will have more buying leverage,
which is clearly of concern for the sector from a downward pricing pressure perspective. The
second challenge with this increased consolidation is the corresponding increase in key customer
dependency.
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Key Takeaways
Irish food and drinks manufacturers need to be aware of and monitor emerging
risks and how they may impact on their businesses. The risk landscape is
constantly evolving and companies should prioritise those risks that are within
their control, before addressing external risks. Best practice advises that
maintaining a risk register, and regularly reviewing it, is a simple and effective
way to identify risk. Many companies have established a cross-functional
Brexit team, and are using meetings to capture and understand all aspects of
Brexit risk.

Respondent quotes

My biggest concern is the effect of Brexit on the Irish economy.

A key risk is how Brexit impacts on

Standardisation of Corporation Tax

consumer sentiment in the UK: either

rates across the EU is a concern.

lowering overall expenditure

Ireland will be the only island nation

or changing emphasis towards

within the EU and import & export

buying British first.

costs will be greater than our
counterparts.
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Methodology
This report is based on data from Bord Bia’s Brexit Barometer Survey. This web-based survey
addressed both qualitative and quantitative Brexit-related risk issues.
Aon conducted this survey on behalf of Bord Bia, and collected and tabulated the responses. Bord Bia
& Aon Risk and Industry Specialists provided supporting analysis and helped with the interpretation of
findings.
All responses for individual companies are held confidentially, with only the consolidated data being
incorporated into this report. Percentages for some of the responses may not add up to 100 percent
due to rounding or respondents being able to select more than one answer. All financial amounts are
shown in euro.
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BREXIT ANALYSIS & PLANNING DOCUMENT
Please note this document is part of ongoing
Brexit analysis and scenario planning for input into
larger Government deliberative processes. Unless
explicitly referenced by Government decision, any
proposal contained in this document does not
represent Government policy and should not be
represented as such.
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