
Agribusiness
Wednesday, July 31, 2019

nzherald.co.nz/business

Focuson

Sustainable
Future

Tim
McCready
What’s
stirring
politicians?

Steve Penno
Bringing
sustainable
newprojects
to life

Julie Collins
Onebillion
trees:
ambitious
but achievable

Dave
Heatley
CanNZafford
to sayno to
new tech?

Gill South
Bolstering
agribusiness
through
regulation

Howmegatrendsare forcingour
primary sector to lift its game

no

s

Da
He
Ca
to
ne

Tim
McC
Wha
stirr
polit



E2 nzherald.co.nz | The New Zealand Herald | Wednesday, July 31, 2019

Agribusiness

INSIDE

The A2 milk dilemma
— E7

Rolling with the
climate changes
— E8-9

The buzz about
mapping mānuka
— E10

A love affair with
lobster
— E20

Getting cheffy with it
— E12

Susan Kilsby: Why we
must adapt to survive
— E6

Agribusiness 2019

Executive Editor:Fran
O'Sullivan
Writers:Bill Bennett, Tim
McCready,Gill South,Keith
Woodford
Subeditor: IsobelMarriner
Cover:RichardDale
Advertising:ChristineMoxham,
Neil Cording.
nzherald.co.nz

Priorities andmegatrends
shape Agribusiness Agenda
KPMG’s Agribusiness Agenda: Bill Bennett highlights megatrends affecting New Zealand

‘Wesee the agri-
food sector as
being at the centre
of the fourth
industrial
revolution.

KPMG report

Ian Proudfoot is
KPMG’s Global
Head of
Agribusiness

B iosecurity remains the top
priority for New Zealand’s
agribusiness leaders. It has
topped the list for the last

nine years in the survey conducted
for KPMG’s Agribusiness Agenda re-
port.

As the minister for agriculture,
Damien O’Connor, points out in his
foreword to the report, “a robust and
well-funded biosecurity system is es-
sential for our food and fibre sectors.”

He says it remains a priority for his
ministry and notes significant
challenges, including the recent fruit
flies found in Auckland suburbs, the
stink bug and the continuing work to
tackle Mycoplasma bovis.

KPMG's Ian Proudfoot notes the
question of government-industry col-
laboration and cost-sharing to man-
age the biosecurity risk also moved
into the top 10 priority list.

Two other priorities moved up the
list and into the top 10: the need to
impose penalties on farmers who fail
to protect their livestock and
delivering researchanddevelopment
incentives to support innovation. The
fastest rising priority is taking prac-
tical steps to minimise food waste.

This, and the idea of penalising
farmers who don’t look after their
livestock are clearly in line with
KPMG’s conclusion that the list
highlights the challenges the
agribusiness sector faces with the
“social licence it needs to operate”.

New Zealand’s agribusiness sector
is an export industry. It only exists
in the context of what happens else-
where in the world. KPMG’s look at
the global forces likely to have an
impact on the sector identifies a
number of mega-trends and singles
out two in particular: how the tran-
sition to a low carbon future is
unstoppable and the fusion techno-
logies that are accelerating
exponential change in daily life.

Other trends address issues such
as the rise of what KPMG calls gen-
eration voice and the realisation that
it’s no longer possible to overlook
inequality. This all adds up to a more
complex world.

Transitioning to a low carbon
future
There is increasing scientific consen-
sus that human activity is contribut-
ing to the rise in temperatures. That
rise has brought in its wake a number
of extreme weather events. Govern-
ments, companies and civil society
are all taking action to move to a
lower carbon future.

KPMG points out the government
plan for climate change action has
broad support from the agribusiness

section, but notes the proposal to
reduce biological methane by
between 24 and 27 per cent by 2050
has been negatively received. There
are concerns about the cost of
transitioning to a carbon reduction
strategy, but KPMG points out there
has been little consideration of the
opportunities themove could unlock.

Fusion technologies and
exponential change
KPMG says the ability to fuse biologi-
cal, digital and physical technologies
reshapes all aspects of day to day life.
This change also creates opportun-
ities for newbusinessmodels and has
the ability to transform agriculture.
The agri-business sector has been
slow to embracedigital disruptionbut
it now has no choice but to accept
it and work out how this can help in
the long-term.

“We see the agri-food sector as
being at the centre of the fourth
industrial revolution combining the
biological (plant or animal), with the
physical (tractor or a hoe) and the
digital (knowledge and insight) has
been what the industry has always
done to grow food and fibre pro-
ducts,” the report says.

“We do, however, distinguish the
revolution in the agri-food sector
from the wider revolution because
the sector effectively missed the first
three industrial revolutions and is

consequently facing more disruption
over the next decade or so than any
other sector of the global economy”.

We must be able to do that with
plants
KPMG notes the importance of mak-
ing more and more consumer pro-
ducts from renewable resources. In
most cases that means plant-based
materials in place of plastic, metal or
other non-renewables. It says mod-
ern bio-technologies have the cap-
acity to unlock sustainable solutions
to these problems.

Economic influence will continue
to shift as wealth grows in
emerging economies
The world’s economic centre of grav-
ity is shifting away from Europe and
North America and returning to Asia.
This changes our long-held perspec-
tive on economic influence and our
trade partners.

Millennials facilitate the
connected, instant access
economy
Consumers are digitally connected.
They have immediate access to pro-
ducts and services anywhere in the
world and no longer need to worry
about long term asset ownership, nor
are they restricted to buying what is
available in their locality.

Infinite search for ways to do
substantially more with a
declining resource base
The world’s population is growing,
affluence is more widely spread than
in the past. This means there’s a
growing demand for consumer pro-
ducts. However, producing these pro-
ducts puts more pressure on natural
resources.

Some limited resources are
already stressed. Governments and
societies are looking for sustainable
resource management.

The goal now is to generate more
output from less input.

Water storage could unlock land use potential
The Government’s Provincial Growth
Fund (PGF) has given Northland the
go-ahead to look at water storage to
unlock land use potential. It will in-
vest up to $18.5 million to help inves-
tigate and – if feasible – construct
community-scale water storage and
use options in Kaipara and the Mid-
North.

Regional Economic Development
Minister Shane Jones says this project
is the largest PGF investment to date
in water storage. The proposal was
backedbecauseof the “real opportun-
ities that ensuring a more reliable
water supply could bring to the re-
gion – up to $150m in increased
horticulture earnings per year and up
to 1150 jobs created.”

This is part of the $3b the PGF is
investing over three years to ‘build a

regional economy that is sustainable,
inclusive and productive’.

Northland regional councillor
Justin Blaikie (Hokianga-Kaikohe)
says recent studies that have been co-
funded by the council and central
government have already shown
investing in water storage in the Mid-
North and Kaipara could create
hundreds of jobs and significantly
boost the economy.

Despite Northland’s relatively high
rainfall, a lack of storage means it
can’t be harvested for use in summer
and during the droughts that have
affected the region recently. Only a
small portion of the region is irrigated
– and most of it for horticulture – by
two 1980s-built irrigation schemes at
Kerikeri and Maungatapere.

“The region is vulnerable to

droughts to floods, so better access
to water will give landowners greater
options touse their land, developnew
markets and maintain and grow a
skilled workforce,” says Jones.

National lobby group IrrigationNZ
has applauded the funding.

Its chief executive Elizabeth Soal
says if done the right way – with
sound technical, environmental and
stakeholder guidance – water storage
and well-planned irrigation infra-
structure can lead to very effective
and efficient use of water for the
benefit of all.

“Access to reliable water canmake
a vital contribution to local communi-
ties, economies and can significantly
aid job creation,” says Soal.

It says the project is likely to
deliver similar benefits as the de-

velopment of water storage in
Kerikeri in the 1980s.

An impact assessment found after
30 years of the Kerikeri scheme oper-
ating it had created 1300 additional
jobs and was adding $106m per year
to the Northland economy, with 6.5
per cent of all jobs in the Far North
District due to the Kerikeri scheme’s
operation.

“If these infrastructure projects re-
sult in secure water supply for com-
munities, and outcomes are sympa-
thetic to the environment and fair for
all stakeholders, then they can lead
theway in creating anational strategy
to carefully use water, a precious
resource, to help New Zealand’s
regions flourish and develop resili-
ence in the face of climate change,”
says Soal.
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A robust conversation on GE
At the end of Sir Peter Gluckman’s nine-year stint as the PrimeMinister’s chief science advisor, he said

science has now shown genetic modification to be safe. “The science is as settled as it will be,” he said. “That

is, it’s safe, that there are no significant ecological or health concerns associated with the use of advanced

genetic technologies.” But he acknowledged this wouldn’t mean that New Zealand society would

automatically accept the technologies: “we’re long overdue for a serious chat about genetic engineering. The

issue needs re-addressing because there have been significant developments over the past 15 years.”

Professor Juliet Gerrard, who replaced Gluckman last year, says: “it is clear that our regulatory framework

around geneticallymodified organisms is not coping well with the introduction of new technologies.”

HME ryegrass has shown that it could grow faster and produce less methane from livestock. continued on E4

L ast week the Government’s
InterimClimateChangeCom-
mittee raised prohibitive
New Zealand regulations

around genetics as a potential ob-
struction to lowering emissions on
farms.

“New Zealand’s rules on genetic
modification could be a barrier to
developing lower emissions techno-
logies,” the report said.

Forestry Minister Shane Jones has
also spoken in favour of gene editing
technologies to help reduce agricul-
tural emissions.

“If we don’t have focused research
and technology investment in areas
such as gene editing, it’s very difficult
to seewhere the farming community,
where the agribusiness community is
going to find the solution,” he says.

Yet when Greens co-leader James
Shaw was asked earlier this year by
TVNZ’s Q+A whether he would sup-
port genetic modification if it were to
reduce methane emissions in live-
stock, he said: “That’s a question for
the public . . . but I’m also not certain
that we’d need it.

“I want to see what the science
says about that and what the science
ethics committee say about that. I
would be led by the science on that.”

But Shaw says Cabinet has ac-
cepted it has a responsibility to at
least look at questions that have been
raised about regulation, including
around genetics. “If we are going
make progress on this, if they are
challenging us and saying that they

think the regulatory environment we
have essentially fails us in terms of
producing the climate outcomes that
we need, then we need to take a look
at them,” he told NBR.

Federated Farmers spokesperson
Andrew Hoggard has openly criti-
cised the Green Party’s unwillingness
to discuss the potential of genetic
engineering to provide solutions to
some of the country’s most pressing
environmental issues, calling their
response “extremely disappointing”.

The National Party released a dis-
cussion document on environmental
issues this year, putting forwardwhat
it calls “blue-green” ideas on issues
that “too important to be left to the
fringe of politics”.

Inside the document, National’s
spokesperson for research, science
and innovation, Dr Parmjeet Parmar,
says: “Science and innovation are so
important to New Zealand’s primary
industries and environmental
challenges that we cannot let it be
held back by the previous century’s
restrictive rules on biotechnology.

“We need to update the law so
protections are consistent with the
latest science.”

The discussion document says
National proposes to update New
Zealand’s restrictions on the use of
biotechnologies in consultation with
New Zealanders to bring them into
line with the latest science.

National Party leader Simon
Bridges told RNZ’s Morning Report
that modernising our biotechnology
rules — such as work on ryegrasses
— would have a dramatic effect on
methane emissions.

“It is obviously fiendishly complex,
and there are plenty of views that

Agribusiness
Tim McCready
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It is time for a robust conversation on GE
Next-generation ryegrass
● AgResearch, NZ’s publicly funded agricultural CrownResearch Institute has

developedHighMetabolisable Energy (HME) ryegrass, which has shown in
AgResearch’s laboratories it could grow up to 50 per cent faster than
conventional ryegrass, storemore energy for better animal growth, bemore
resistant to drought, and produce up to 23 per cent lessmethane from
livestock. Modelling also predicts less nitrogen excreted into the
environment by animals feeding on the ryegrass, and consequently less
nitrate leaching and lower emissions of green house gas nitrous oxide.

● New Zealand’s rules around geneticallymodified organismsmean that trials
cannot take place here. Instead, a five-month-long growing trial took place in
the United States. Animal feeding trials, which need regulatory approval to
carry out in the US, are planned to take placewithin two years.

● While NZ has not approved the release of geneticallymodified crops,
AgResearch principal scientist Dr Greg Bryan says it is important the science
keeps our options open, and there is strong scientific evidence on any
benefits or risks that policymakers can draw on. “As the Royal Commission
on GeneticModification found, ‘it would be unwise to turn our backs on the
potential advantages on offer’. We think the advantages here could be very
significant —withmodelling to date showing the HME ryegrass could boost
farm revenues by asmuch as $900 per ha, while providing a tool for farmers
tomanage nitrogen run-off and greenhouse gas emissions. The Commission
also talked about the need to proceedwith caution, minimising andmana-
ging risks —which is howwe are approaching this workwith the ryegrass.”

would need to be heard.
“But I take what Sir Peter

Gluckman has said on this very seri-
ously,” he says.

“His position is that if we want to
continue with agriculture — and not
just wipe it out of New Zealand’s
footprint, which I think would be an
economic and a social tragedy — then
we need to move into this biotech-
nology space when it comes to
ryegrasses and the like.”

Economics
Earlier this month on NewstalkZB’s
The Country, Agriculture Minister
DamienO’Connor said that in London
recently he had talked to Fonterra
and representatives of New Zealand’s
meat and wine industries. They told
him New Zealand’s GE-free status
gave them an advantage in offshore
markets.

“Theywouldn’twant tohave to sell
GMO products into the marketplace
from our country,” he says.

“We have an advantage at the
moment, we have to be aware that
might be traded off if we were to use
[GMO]. We might end up with better
grass — but if that means we get less
for our product, we’re no better off.”

Environment Minister David
Parker has also highlighted the trade

benefits of keeping crops free from
genetic engineering.

“Sometimes they might be over-
stated, but nonetheless they are real,”
he says. “I’d have to be satisfied there
was a need to change the law, and
I’m not satisfied.”

Yet Andrew Allan, professor of
plant biology at Auckland University
says it is ignorance of the facts of gene
editing that poses an economic risk
to New Zealand.

“It’s hard to measure the cost of a
lost opportunity. Around the world,
transgenics are now 15 per cent of
agricultural value. In New Zealand,
such high-value plants may have to
compete with cows for land use.
These may have been good for the
environment — we will never know.
There hasn’t been a choice,” he says.

“Without the ability to use gene
editing, New Zealand will be
prevented from growing food that is
better for the environment, and our
industries will fall behind our trading
partner and competitors.”

This year’s KPMG Agribusiness
Agenda noted that biotechnology’s
role in future-proofing the industry
was also top of mind for industry
leaders.

During roundtable discussions,
someagreed that unlessNewZealand
is open to using existing and emerg-
ing technologies, it cannot be a low

carbon leader, a sustainable food pro-
ducer, and a contributor to feeding
the world. Concerns were raised that
while political leaders listened and
acted on the advice of scientists in
relation to climate change, they were
unwilling to trust the same scientists
on biotechnology.

The report says the message from

industry leaders is clear: “now is the
time for a comprehensive conversa-
tion on this issue. We cannot afford
to keep kicking it for touch.”

“The ability to grow plants has
always been our competitive advan-
tage, however technology is
transforming how plants are grown;
and we stand to lose both expertise

in plant science and our competitive
advantage if we are not open to this
discussion.”

Pest control
David Parker has said if there are to
be any changes in the use of GM, the
Government would first look at pest
control, rather than agriculture. Gene
editing can be used to reduce the
fertility of pests — such as possums
— and stop them reproducing.
Though thiswould require significant
research to refine techniques, some
say it is a more ethical approach to
pest control over poison or traps.

But Green MP and Conservation
Minister Eugenie Sage has forbidden
the use of genetic modification or
geneediting as part of the goal towipe
out predators by 2050, saying the
field trials required would be a seri-
ous risk to New Zealand’s environ-
mental reputation.

“Gene editing is an unproven tech-
nology for predator control. Gene
technologies are problematic and
untested and have significant risks,”
she says.

“They have no social licence to
operate.

“There is a lot at stake. Therewould
be serious questions around the risks
to New Zealand’s GE-free reputation
from being associated with field trials
of gene technology.”

Making themost of opportunity

When former Corrections Department boss Ray
Smithmoved to the top role at theMinistry for
Primary Industries hewas seen as a new broom.
In ninemonths, Smith has refreshed strategy
setting new goals around prosperity,
sustainability, protection and visible leadership:
53 agreed actions are putting “meat on the
bones.” Smith sat downwith Fran O’Sullivan at
MPI’s Wellington HQ to talk about his focus.

‘I’ve beenbusy. There’s
been theNelson Fires
and theQueensland
fruit flies. There’s been
M. Bovis, there’s been
China and a trip to
Australia. There’s been
a restructure and a
newplan.

Ray Smith

Herald: You said we should talk
once you had your feet under the
desk for at least six months at MPI.
Give us an update?
Ray Smith:People said tome “what’s
it like going fromCorrections toMPI?”
Well, at Corrections, you’remanaging
risk. People gettinghurt or losing their
lives. You’reworriedabout that all the
time.Here, it’s actually, I don’twant
tomiss anopportunity forNew
Zealand.Thatmeansourkids get to
experience the lifestyle growingup
here thatwedid.

Herald: You’ve had a restructure
and introduced new strategies, tell
us more about these new plans
that MPI has made.
Smith:We’re still there tohelpmake
industries grow.But also tomakesure
thatprosperity’s spreada little
further. Everyonewants to seeaNew
Zealandwhereeveryonebenefits
fromthegrowth. So, that canbe
making sure that people thathave
struggled toevenhavea job find their
way intoan industry thatneeds
workers andhowwemightplaya
role inhelping facilitate that.
Theother thing I cando, frommy
background, is I canconnectwith the
social agencies inWellingtonand I
canbring themtowards thepicture
andmake sure thatweare getting the
peopleworking in forestryor farming
orwhereverwehave thosedeficits
so that for those that areunder-
employed, and looking, or
unemployedand looking for an
opportunity, I canhelpmaximiseon
that.

Herald: How’s your personal style
impacting the organisation?
Smith: Iwantus tobemoreopen,
moreavailable andmoreengagedon
issues that concernpeople. I said to
people, “If I’ve got aplane toBeijing
andmyvery first phonecall is from
a farmer in SouthCanterburywho is
strugglingwithanM.Bovisproblem.
I’ll take that call.”
I haveverydeliberatelymadeapoint
of beingavailable topeople. By
listening to those individual storiesof
farmers, I’ve learneda lot aboutour
systemsandhowtheyworkordon’t
work forpeople, and I’vehad to roll
mysleevesupandactually get
involved in finding solutionsat times
whenpeoplewereactually really
struggling.

Herald: What has that led to in
practice?
Smith: Iwant tomakesure thatwe
are theministry for theprimary
industries and thatwherewehave
anopportunity to leadwith themor
on their behalf thatwedoso.

We’renot shyabout that.
Where issues emerge in farming
communities theywant tohavean
area to go toandpeople tocontact
that aremore familiar.Wewill have
people connectedhere toadeputy
director-general thatwill be incontrol
ofmanagingadverseevents. So
havingbeen through theNelson fires
andobviouslyabit of the flooding
downon theWestCoast, it just
seemedobvious tome thatwe
neededastronger leadership
capability thatwasmuchmore
community-orientated.

Herald: You are planning to
introduce an extension service to
support farmers.
Smith:We’renot going to recreate
what’s alreadyavailable in theprivate
market, butwewould like tobeable
tomakemoreof that available. I’m
putting inplace four industry
engagementmanagers thatwillwork
inmyoffice tohelpme reachout to
the industries thatweconnectwith.
I’mputting inplaceanagricultural
servicesunit to actually reachout to
farmerson theground,where they
needsupport andhelp.And the
moves thatweneed tomake to
becomemore sustainable.
Sometimes it’s improving their
profitabilitywhichhasbeena focus,
andother times it’s improving their
environmental footprint. I’ve
combined in there theSustainable

FuturesFundaswell, so they
basicallyhave the investmentarm, as
well as their armthat’s facing farm
deliverywherewewant to see
changeson theground.

Herald: Tell us more about your
own personal connection to
farming.
Smith: I thinkabout growingup in
NewZealand—mybrother’s adairy
farmer—people taking jobs in the
primary industrieswas something
that a lot ofyoungpeople gravitated
towhen I left school.
Whether itwas in factories, oron
farm,or, horticulture,we’ve lost abit
of connectionwith agroupofNew
Zealanderswhoperhapsdon’t have
theexperience thatperhaps
someoneofmygenerationgrewup
with.
Youknow,youcouldgoonholiday
when Iwasakidandyoucouldend
up inawool shedor catchinganeel
ina streamor, youcouldendupdoing
as Idid, haymaking in the summer
seasonand things like that. Theygave
youaconnection to thatNewZealand
thatwe love.

Herald: How do you persuade
young people to build a career in
agri industries if they don’t have
that connection?
Smith:Skills are the thing. Training
peopleandgetting themexcited
about the industry.Theway I lookat
it is thismassivegrowthopportunity.
If you lookathorticulture, Imean, $6b
aiming for $10b. Looks like that’s
entirelyachievable.
There’s going tobeademand for
moreandmore labour in the
horticulturearea. Soweneed to
appeal to thesepeople toget them
towant towork there.
I think there’s abig jobhereof selling
theprimary industries back toa
groupofNewZealanders thatmaybe
didn’t growupwith them in the same
way that someofusdid in smaller
rural communities and I think that’s
abit of a job thatwecanassist
industrywith.

Herald: So to up-sum?
Smith: I’vebeenbusy.There’s been
theNelsonFires and theQueensland
fruit flies. There’s beenM.Bovis,
there’s beenChinaanda trip to
Australia. There’s beena restructure
andanewplan.

Agribusiness
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Time to get data-smarter
Insights from big data are key to New Zealand farming keeping its global edge, writesWayne McNee

There’s already
a huge influx of
data being
produced from a
wide range of
technologies
used on farms.

B ig data. It’s a term that gets
thrown around a lot now
days but it’s one that is going
to be critical to the future

success of New Zealand farming.
Today in New Zealand we’re now

probably at “peak cow”.
If dairy farming is going to con-

tinue to drive our economy in the
way it has for decades (which itmust)
we’re going to have to farm differ-
ently. We’re going to have to farm
smarter.

Farmers are rightly voicing con-
cern about what this shift will mean
andhow theywill do it.Wedon’t have
all the answers today but what we
do know is that big data will be at
the heart of it.

The next era of farming starts with
taking full advantage of data. We
need a full ecosystem of information
and analytics to support our farmers
shift from volume to value. We need
to be able to provide insights to
farmers, not just pages and pages of
reports.

Farming throughout history has
been based on instinct and experi-
ence. It’s nowour job to interpret data
and serve insights up at the right time
to help farmers with decision making
on farm.

We know that access to insights
will make farmers’ lives easier and
enable informed decisions, driving
the next wave of productivity and
sustainability improvements. Agri-
tech companies around theworld are
taking notice and on-farm tech inno-
vation is moving quickly, particularly
as the cost of data capture and
analysis reduces.

So as the global data arms race

heats up, how is New Zealand’s dairy
farming sector placed?

Well the good news is there’s
already a huge influx of data being
produced from a wide range of tech-
nologies used on farms, including
traditional methods like herd testing
and animal recording, more recently
from in shed cameras and sensors,
and even more recently from
satellites.

Kiwi farmers are advanced in their
use of technology.

Some are using animal wearables
— think fitbits for cows — and tech-
nology to manage irrigation systems

and measure animal performance.
We’ve made a good start but we

need to do more and we need to
make smarter use of the data we
collect. It’s what we do with the data
we capture that will really make the
difference.

To help support this shift to data-
driven farming, we need better con-
nectivity in rural areas, and more
automated systems that collect data
and make it easy for time-poor
farmers.

Agrigate, which powers a dash-
board combining data from Fonterra,
LIC, Ravensdown, Figured and others

is one example of collaboration
across our industry on data. But
there’s plenty more opportunities for
us to work together and share data
to allow better integration across sys-
tems.

A shift in mindset is also needed.
At LIC, for more than 100 years

we’ve helped give Kiwi farmers a
competitive edge through thinking as
a herd improvement company, but
we know that if we’re going to con-
tinue to do that for another 100 years
we’re going to going to have to think
almost as much about big data as we
do about herd improvement.

Other primary sector companies
will need to do the same.

LIC alone holds more than 1 billion
records of cowdata showing informa-
tion on inseminations, animal health,
genomics and much more.

It’s exciting to thinkhowbetter and
richer use of this lake of datawill help
develop insights that guide better
decision making on farm.

In our cutting-edge genomics
work, big data is allowing us to super-
charge the rate of genetic gain.
Genomic data is integral to the future
of dairy cattle herd improvement
with the ability to assess an animal’s
genetic merit before physical in-
formation has been collected.

The journey to big data and serv-
ing up real time insights to help
farmers is not an easy one though.
It requires significant and continuous
investment in R&D, a clear digital
strategy, and ongoing investment in
technology and people by the sector
to ensure we have good quality data,
and the right capability to analyse it.

Meeting the challenges of data-
driven agriculture will require lead-
ership and boldness from the sector.
It will at times be hard work but with
the risk of disruption looming large
over farming it is crucial for us as an
agricultural nation to access and
organise data with speed and scale.

Globally we are confronted by a
global arms race for big data.

If New Zealand is to continue to
enjoy the prosperity and growth we
have for decades from farming, it’s
vital we don’t lag behind.

We’ve made a good start but there
is so much more to do.
● WayneMcNee is CEOofLIC.
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Differences ripe
for the picking

The ability to adapt producer practices tomeet consumer demands is key to survival, says Susan Kilsby

‘Themorewe
understand our
consumers the better
we can tailor our
practices to their
values.

C onsumer needs and desires
must be front-of-mind if our
primary sectors are going to
flourish in the future.

Like many sectors, our primary
sector is starting to experience the
force of empowered consumers who
know what products they want and
how they want them produced.

Because our customers’ values,
needs and wants are becoming more
diverse primary producers must be
prepared to accept different returns
based on how they have created a
product, rather than simply relying
on the quality of the end result.

Appreciating where customer
groups place value — and then
delivering that value — gives con-
scious producers an advantage over
those who don’t.

In today’s fast-moving consumer
goodsenvironment, aqualityproduct
isn’t always enough to charge a high
price. Instead, a growing number of
educated consumers are just as inter-
ested in the product life-cycle and
expect ethical standards to be upheld
throughout theproductionprocess as
they are in the quality of the end
result.

We’re now starting to see those
attitudes spill into the agri sector too.
Consumers want to know how pro-
ducers are growing their crops, farm-
ing livestock and manufacturing
goods, and they want to buy from
those who prioritise similar values.

The practices consumers value
will differ from buyer to buyer, pro-
viding producers with a complex
matrix of challenges and opportun-
ities.

Not all goods will suit all
consumers, and producers shouldn’t
aim to satisfy everyone. But if they
want to extract more value for their
goods then targeting a niche group
of these consumers and really under-
standing what makes them tick will
help guide the decisions they make
on the farm or orchard.

New Zealand lies a long way from
our customers both geographically
and culturally.

Our export markets have diversi-
fied and Asia is now our most valu-
able export destination.

Traditionally the excess meat and
butter produced in New Zealand was
simply exported back to Britain, a
market we knew well. But nowmany
of our goods are consumed by people
who speak a different language and
have very different cultural values.

Transcending the knowledge gap
between our producers and
consumers and identifying with in-
dividual consumer groups is the key
to unlocking additional value.

Whatwas once an insurmountable
task is now relatively easy thanks to
advancing technology.

Blockchain technology has the
potential to trace movement of pro-
ducts from the farm through to the
consumer.

This type of technology empowers
both producers and consumers.

It allows consumers to trace their
food back to the farm, or group of
farms it was supplied from providing
an opportunity for producers to be
rewarded for superior on-farm prac-
tices.

While there is currently little evi-
dence of this happening locally the
value of transparency and aligned
valueswill only increase asconsumer
expectations evolve.

In New Zealand, and increasingly
across the world, environmental
compliance is becoming an expec-

tation. Government and lenders are
workingwith local producers on how
to best make the transition to
economically sustainable, resilient
businesses that can confidently farm
well into the future.

Generally, New Zealand producers
are working hard to minimise en-
vironmental impacts, but a stronger
commitment to compliance is
needed to drive a higher price among
the international communities who
value it.

Today’s increasingly connected
world also allows producers to share
their on-farm experiences with inter-
ested audiences; if a picture says a
thousand words then a video must
be worth at least a million.

But before producers get excited
about telling their stories we need to
listen to our consumers.

The more we understand our

consumers, the better we can tailor
our practices to their values.

Travelling abroad and inviting
tourists on to our farms is a great way
to learn about consumers.

In New Zealand we typically think
of our consumers as foreigners, but
we can also glean insights from the
diverse views of our domestic popu-
lation.

Views tend to differ between
groups of differing socio economic
class, cultures, age groups, regions
and even religious beliefs.

This is one of the reasons local
farmers markets have been so suc-
cessful and are gaining in popularity.

Markets create an opportunity for
consumers and producers to connect
and understand each other’s prefer-
ences and values.

Many of our farming and agri
sectors have lost their connection

with consumers due to the majority
of their goods being processed in
factories and then exported off-shore.
The only connection with consumer
desires is fed to farmers through the
price they are paid for their products.
In the case of milk this tends to be
a standard price so long as minimum
quality criteria is met.

Beef is graded simply by the type
of animal, while the price differentials
that were once in play for differing
grades of lamb have tended to dim-
inish over time due to procurement
pressure between processors.

This means even the price paid is
not always an appropriate indicator
of whether the product supplied lines
up with the consumer’s quality
expectations.

Consumers want more than just a
quality product. Today, consumers
want clarity on how their goods were
grown or produced; they want to
know if they were produced with
kindness. Is the farmer kind to their
animals, kind to their staff, and kind
to the environment?

Processors are attempting to
bridge thedividebetweenconsumers
and producers through farm/orchard
assurance programmes.

These set standards and farms are
audited to ensure they are compliant.
This then provides consumers with
some of the knowledge they are
seeking but it is still very data-centric
and tends to be a “one-size fits all”
process. This approach doesn’t fully
tap into consumers’ emotional needs,
like a video of lamb frolicking in a
paddock does.

Traceability from the end con-
sumer back to the producer is key to
building trust and is a pathway to
extract higher value for goods.

Food security is a huge concern in
many markets hence the need for
transparent supply chain structures.

This provides a way to deliver the
factual data about the quality of the
product and how it was produced.

Linking on-farm stories to con-
sumer products really becomes the
new “value-add” route.

Capturing clients’ emotional needs
is a way to extract more value.

People tend to buy on emotions,
not on data — justifying purchase
decisions by the feeling they get
when selecting or consuming a par-
ticular product.

Traditionally our primary pro-
ducers have looked to marketing
models where everyone is generally
treated the same.

At present there are a few
incentives available to out of season
supplyor for scaleof supply, but there
are limited incentives available for
howproducts are supplied. Goods are
pooled and marketed collectively,
largely by co-operatives or by com-
panies who follow a similar sales
model to the co-ops.

To be successful in the future our
primary sectors need to have mini-
mum standards that all producers
must comply with, but we must also
be prepared to pay those who are
doing an outstanding job a higher
rate.

Accepting that different rates will
be paid based on how a product is
produced rather than just on the end
quality of the product will stand our
primary producers in good stead to
capture more value in the future.

The ability to adapt practices to
meet consumer demands is key to
survival.
● SusanKilsby is anANZAgriculture
Economist
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Dilemma for Fonterra
NewA2milk clinical trial with children has big implications for child nutrition and for the dairy industry

‘Fonterra’s corporate-type farmers arewell
on theway to herd
conversion but the
family farmers have
trusted Fonterra and
for them itwill be a
long journey.

KeithWoodford

Fonterra Brands New Zealand acting sales director Grant Watson with A2Milk managing director and CEO Jayne
Hrdlicka, during a launch of the partnership between A2 and Fonterra. Photo / Dean Purcell

Keith Woodford

A new paper relating to A2
milk has been published
this month in the Journal of
Pediatric Gastroenterology

and Nutrition (JPGN).
The paper provides strong evi-

dence from a clinical trial with pre-
school children in China that A1 beta-
casein relative to A2 beta-casein has
negative effectsonbothdigestionand
cognitive performance.

The evidence is sufficiently strong
that thosewhohaveargueduntil now
that A2 milk is just a marketing
gimmick will find it increasingly dif-
ficult to sustain that argument.

This hasmajor implications for the
mainstream dairy industry which
continues to downplay the A1 versus
A2 issue.

The issues are particularly pro-
found for Fonterra, which is now
producingA2milk but only as a niche
product branded throughThe a2Milk
Company. Fonterra will also be pro-
ducing A2 ingredients this coming
season from one of its Waikato fac-
tories, but once again only for use by
The a2 Milk Company.

Fonterra has always been caught
by the dilemma that it does not want
to do anything that damages the
current dominant category ofA1milk.
As a consequence, Fonterra has
never sent clear messages to its
farmers about converting their herds.
As recently as June 2018, Fonterra’s
then chairman, John Wilson, told
farmers that he would not be select-
ing A2 genetics over A1.

For those new to the debate, A2
milk comes from A2 cows, with these
cows naturally producingmilk free of
A1 beta-casein. As background, there
is no A1 beta-casein in human milk
or goat milk or sheep milk. Cows are
the only species that produceA1 beta-
casein, and it is found in a high
proportion of cows of European
origin.

The strength of this latest paper is
not just what is new but how it builds
on prior research. Through confirma-
tion, it provides credibility to that
prior research. The paper also gains
credibility fromwhere it is published.
The JPGN, where this latest paper is
published, is the official journal of the
European and North American
Societies of Pediatric Gastroenter-
ology, Hepatology and Nutrition.

The authors of this new paper
come from Shanghai Jiao Tong and
Peking universities in China, together
with an Australian collaborator.
Peking University is ranked by Times
Higher Education as the Number 1
university in China and Jiao Tong as
number 7.

The trial was with 80 pre-school-
age children. The trial compared
ordinary milk containing a mix of A1
and A2 beta casein (hereafter called
“A1”) with a milk product where all
of the beta-casein was A2. Most of the
children were showing early signs of
intolerance to conventional milk
prior to the study.

It was a crossover trial, with all of
the children having five days of con-
suming one milk product and then,
following a nine-day washout, an-
other five days of the other milk. The
children, their parents, and the super-
vising staff were all blinded as to
which milk was which. Half the chil-
dren had the A1 milk first and the
other half had the A2 milk first.

The trial provided exceptionally
strong evidence across a wide range
of measures. When the children were
consuming the A1 milk, they had
more digestive discomfort, their fae-
ces were of a different consistency,
they produced less of the desirable
fatty acids in their digestive system,
they had elevated beta-casomorphin

in their blood, they had increased
inflammatory markers in their blood,
and their cognitive performance on
a standardised computerised test of
response times was inferior. The
paper is available here.
http://bit.ly/agrikw1
For those who are statistically
minded, many of the results were at
significance levels of p<.001. This is
much higher — more than 50 times
— what is normally required to pro-
vide acceptance of a genuine effect.
The crossover design is the ideal
method for reducing chance effects,
and double-blinding of both
participants and scientific super-
visors is also best practice.

None of the results came as a
surprise. All were hypothesised
based on prior research and with the
biochemical pathways increasingly
understood.

However, this trial has tested those
hypotheses in a rigorous setting and
withpre-school children. Thiswas the
first time such a trial had been
undertaken with children of any age.

I had been waiting for the publi-
cation of this paper for two years. The
trial itself was in 2016. It is the third
of three major related pieces of re-
search conducted in China.

It has been a frustrating wait for
publication. When I inquired, all I
could find out was that a key re-
searcher was very ill and this was
causing the delay. I had to hope that
the health issue would be solved and
that this was indeed the full story. It
now seems that it was.

The first of these Chinese studies,
which I call “China1”: (read here):
http://bit.ly/agrikw2
was published in April 2016 with
Jianqin Sun from Shanghai’s Fudan
University as the lead author. It pro-
vided powerful evidence, also from
a crossover design, that A1 beta-
casein slowed down the transit of
food through the digestive system,
that it caused inflammation, and that

therewere cognition effects using the
computerised test of response rates
and response accuracy.

Unfortunately, the China1 paper is
not easy to read. Even scientists can
get confused and misinterpret the
strength of the results unless they
spend many hours exploring the de-
tail.

Also, although the designwas very
strong, thosewho did not understand
the strength of the crossover design
were always going to be sceptical
because the trial only involved 45
people. Hence, I always knew that
trialwouldnothave thepublic impact
that it deserved.

As a consequence, although I have
written about “China1” for scientific
audiences, and discussed it at
seminars, I have never discussed it
in the mainstream media. I decided
to wait for “China2” and “China3”.

China2, also known as the “Three
Cities Study” involvedmore than 600
people in Beijing, Shanghai and
Guangzhou who were tested for in-
tolerance for A1 versus A2 beta-
casein. The paper is available here:
http://bit.ly/agrikw3
China2, like China 1, provided strong
evidence of intolerance but given the
number of people involved, the de-
sign was much simpler and only
limited measurements were taken. It
had more impact in the public arena
than China1, in part because it was
easy to understand, and also because
people were impressed by the large
number of participants.

But there was less science.
Despite studyingandwriting about

the science behind A1 and A2 milk
for 15 years, I still chose to say nothing
in public about China2. I wanted to
wait forChina3with its in-depth study
of pre-school children.

In the meantime, there was an-
other published paper from the
China-based studies. Blood samples
from China1 were sent to American
researchers who analysed them for

their beta-casomorphin7 content and
their levels of the antioxidant
glutathione. Once again, they found
importantdifferences that gave scien-
tific insights beyond the immediate
clinical effects. That paper is available
here: http://bit.ly/agrikw4
Taking all the China studies together,
I now have the confidence to say
publicly that this is a very impressive
body of evidence from a range of
scientists from top-level Chinese
institutions and international col-
laborators. The combined effect will
be to influence all Chinese dairy
companies and also international
dairy companies with a China-focus
to commit themselves to A2 dairy
products. Their success in China now
depends on it.

In Western countries, there will
still be scepticism, with more evi-
dence required from studies under-
taken inWestern countries before the
sceptics are convinced. However,
while that debate will continue, there
are now increasing quantities of A2
dairy products in supermarkets of the
world. That includes all across Aus-
tralia, much of the US and the United
Kingdom, increasingly in New Zea-
land and even in Moscow.

Of course, the evidence for dairy
products free of A1 beta-casein goes
well beyond the clinical effects
investigated in the China studies. It
is now well over 20 years since
Professor Bob Elliott from Auckland
University andProfessor Robert Cade
from Florida started writing inde-
pendently about the effects of the
A1-derived beta-casomorphin7 on
wide ranging medical conditions.
Back in 2007, I wrote a book about
their work and that of other scientists
who followed, which I called Devil in
the Milk. Since then, the evidence has
been building steadily. There are still
plenty of detractors but the tide is
turning.

In the marketplace, The a2 Milk
Company is now the largest New
Zealand company of any type on the
NZX50. As I write this, it has a value
on the NZX of $12.7 billion compared
to Fonterra’s $6.1 billion.

The success of The a2 Milk Com-
pany is linked to its alignment with
Canterbury-based Synlait and the
huge success of a2 Platinum infant
formula in China. I first introduced
those two companies to each other
back in January 2011. I did so because
of the synergy I could see between
the marketing skills of The a2 Milk
company, the processing expertise at
Synlait, and the capacity for Synlait’s
multi-herd farmers to put together A2
herds through herd reorganisation.

For Fonterra, there are now going
to be huge challenges to make the
switch. Fonterra’s corporate-type
farmers are well on the way to herd
conversion but the family farmers
have trusted Fonterra and for them
it will be a long journey.

Over the next 10 years, those dif-
ferences in situation between
Fonterra’s family farmers and
corporate-type farmers have the
potential to tear Fonterra apart.

I have said for many years that
among all of Fonterra’s errors, the
failure to move decisively on the A2
issue will prove to be the biggest
mistake of all.

● KeithWoodford is a retired
academicwhonowholds anhonorary
positionof Professor ofAgriFood
Systemsat LincolnUniversity,NZ.He
nowconsults throughhis own
companyAgriFoodSystemsLtd.He
hasbeenwriting about theA1 andA2
issue since2004.Articleswritten since
2010are archivedathttps:/
/keithwoodford.wordpress.com
Hecanbecontactedat
kbwoodford@gmail.com
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Rolling with the

‘Government
requirementswill ebb
and flowbut if you
have a good
understanding of land
use and systems and
your parcel of land can
sustain you, youwill be
in the best position to
adapt to any change in
the future.

BlakeHolgate

Emissions should not be looked at in isolation
With growing concerns around feeding the growingworld population,
Rabobank stresses that concerns and regulations around issues such as
greenhouse gas emissionsmust not be addressed in isolation. Having a decent
global food supply is also crucially important.
“New Zealand is a significant net exporter, exporting 80 per cent to 90 per cent
of our food, enough for 50million people.We have a 5million population, sowe
make a proportionately important contribution to the food security picture,”
says Holgate.
On top of this, some of New Zealand’s farming systems and tech have an
important role to play globally; local farmers’ knowledge and practices can be
passed on to other countries to efficiently produce good amounts of food.
“We stack up reallywell, we are as efficient ormore efficient than others, “ says
Holgate.
Rabobank global banking has four pillars for its vision on global food security
and strategy.
The first revolves around the availability of food and how to ensure theworld
is producing enoughwithout degrading the environment. The second, is on
having good access to food andmaking sure the right food is getting to the right
people.Waste is important, it should bemade sure that communities are not
throwing out toomuch food, so the right infrastructure is in place and there are
cold chains to ensureminimal perishing and degradation.
The third pillar is onmaking surewhat is being produced is healthy, that it is the
right food, it’s not fat and sugar, for instance. The food being produced should
also be the right balance, for instance ensuring that there is a strong plant-based
element in our diet but equally protein in the form of redmeat. Making sure
that there is robust knowledge of what a balanced diet looks like is part of this
and there should be specialisation in producingwhat you are good at. So for
instance, New Zealand specialises in redmeat andmilk production.
Horticulture in New Zealand is playing an increasing rolewhich is good for
principles of healthy land diversity, says Holgate.
Lastly, the fourth pillar, ismaking sure that there is stability of food chains, that
there is notmassive pricing for short term gains.

Financier Rabobank is urging farmers to have
their say on climate change legislation

T he Dutch multinational
Rabobank, a global leader in
food and agriculture financ-
ing, sees climate change

regulations affecting the agricultural
sector in New Zealand as part of what
is happening across the board world-
wide.

New Zealand agriculture has gone
through a period of transformational
change and should be looking
holistically at what this means for the
future of agriculture, says Blake
Holgate, Rabobank’s head of research
and analysis of New Zealand’s animal
proteins sector.

It will be the agriculture sectors
that stay ahead of the curve and are
involved in influencing the regula-
tions rather than reacting to
directives, who do well, he says.

He has seen some frustration from
New Zealand farmers, their concern
that there will be government inter-
vention they have doubts about.

But theRabobank research analyst
argues that adhering to robust pro-
duction standards will help position
NZ as a credible and reliable source
of ethical and sustainable red meat
products in the eyes of major food
buyers, food retailers and foodservice
providers.

This raising of standards will also
complement other aspects of NZ’s
production systems, such as being
pasture-raised, that underpin our red
meat country of origin brand.

More than one master to please
Holgate warns that New Zealand
farmers have two different groups to
appease — the Government and local
community, and then international
consumers, food service and food
retail businesses in export markets,
calling for more sustainably-
conscious production standards in-
cluding animal welfare.

Global food retailers and food ser-
vice companies such as Tesco and
Sainsbury’s in the UK and Walmart
and Whole Foods Market in the US.
are responding to changing con-
sumer behaviour by progressively
introducing a range of tougher pro-
duction standards that suppliers are
required to meet if they want con-
tinued access to these markets.

Unfortunately, at this stage,
consumers are not interested in pay-
ing a premiumon productswhich are
adhering to these standards but in
time, it is hoped more niche markets
will emerge where consumers are
willing to pay a premium for ethical
and sustainably produced food.

While the New Zealand Govern-
ment’s main concern for farmers’
improved sustainability has been on
freshwater, with close attention to
leaching of contaminants into fresh-
water resources, consumers and
retailers from overseas are more
likely to want answers on animal
welfare and greenhouse gas
emissions. Although New Zealand
has a good record for animal welfare,
it has the highest proportion of
greenhouse gas emissions from agri-
culture in the developed world, with
a target to reduce net emissions to
50 per cent of 1990 levels by 2050
(see graph on facing page).

If New Zealand is unable to meet
the non-regulatory production stand-
ards prescribed by major food
retailers and food service providers
such as McDonalds and Tesco, it will
increasingly find itself excluded from
these sales channels and unable to
access these markets, says a report
authored by Holgate.

The report notes that in terms of
animal welfare, NZ and the UK are

two of only four countries globally,
along with Switzerland and Austria,
to receive an A ranking under the
World Animal Protection’s Animal
protection index.

Rabobank, with its New Zealand
farmer customers, is increasingly
looking at incorporating non-
financial indicators around environ-

mental issues, such as animal welfare
standards and freshwater resources,
when making its lending decisions,
says Holgate.

The bank wants clients to under-
stand the risks and the opportunities
around investment decisions, to
make sure they are well set up for
the future.

“It can depend where you are in
New Zealand,” says Holgate. “If you
are in Canterbury, Rabobank is going
to want to know your nitrogen leach-
ing profile. It could be a major risk.

“In Canterbury we would want to
know what the leaching number is
and be assured that it is well within
requirements,” he he says.

Rabobank is also looking for a long-
term outlook from its farming clients
and it is happy to help themwith this.

“We will be helping clients under-
stand the natural capital of their land

andwhat it’s best suited for long term
to be viably sustainable,” says
Holgate.

“Government requirements will
ebb and flow but if you have a good
understanding of land use and sys-
tems and your parcel of land can
sustain you, you will be in the best
position to adapt to any change in the
future,” he says.

“If you are continually getting up
to scratch, the risk is that you’ll be
reactionary versus proactive.”

Rabobank also wants to see the
thinking behind farmers’ land use
decisions, for instance, running amix-
ture of sheep and beef production
along with horticulture and forestry
on the property and having a strategy
behind that.

Understanding future risk
Red meat farmers who invest in the

production aspects of their farming
operation and are able to show they
have assessed any potential pro-
duction risks and dealt with them, are
going to be in a stronger position
when seeking capital in the future,
says the Rabobank analyst.

Future risk primarily comes in the
form of reputational damage — and
the flow-on effect that damage could
have on market value and access.

Future-proofing can bring related
benefits. A good reputation for im-
proving standards will help attract
“high quality human capital” into the
red meat sector, says Holgate in his
report on the New Zealand red meat
market, Realising the Sustainable Ad-
vantage. Ensuring the redmeat sector
is perceived by younger generations
as an appealing sector to be a part
of is part of future-proofing these
agricultural businesses.

More forestry ahead
Research from Rabobank this year
has forecast the Government’s policy
agenda relating to climate change
and forestry will make forestry a
more appealing land use option than
it has been for some landowners.
Strong planting incentives from gov-
ernment are likely to see farmers in
some regions taking land out of food
production and switching to planting
trees, says Holgate.

Carbon farming means post-1989
forest land-owners who register as an
Emissions Trading Scheme (ETS) par-
ticipant are entitled to receive one
New Zealand Unit (NZU) for each
tonne of carbon dioxide stored in
their forests. Land-owners have to
assess whether planting trees on a
part of their property benefits the
overall farming business or if there
is greater benefit with its existing use,
says Holgate.

For farmers operating high-value
land uses such as dairying, theremay
be little or no net benefit to planting
trees on their existing property, while
for those with a wide range of land
classes it may benefit a small per cent
of land that is not very productive,
without a meaningful impact on the
existing farm system. For other land-
owners, forestry could provide an

Agribusiness
Gill South



New Zealand’s only 100% farmer owned
red meat co‑operative
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climate changes
NZ has the highest proportion of GHG emissions from agriculture in the developed world,
with just under half of NZ’s agricultural emissions coming from the sheep and beef sector

opportunity to generate income from
large areas of land which have pre-
viously generated very little.

It all depends on the specific char-
acteristics of the property, the farm
system and the land-owner, says
Holgate — and which land uses will
provide the highest returns in the
long term.

There has been limited incentive
for carbon farming to date, says
Holgate. Though forestry has been
included in the ETS since 2008, weak
carbon price signals and climate
change policy uncertainty has made
landowners hesitant about register-
ing post-1989 forest land or planting
new forest land with the intention of
registering as an ETS participant.

There has also been a strong
disincentive for many landowners as
the current ETS requires that land-
ownershave to surrenderNZUs equal
to the amount of carbon dioxide that
is deemed to be released when any
forest land is harvested.

For ETS participants who sell their
NZUs prior to harvesting, this creates
a liability that can’t be valued until
harvest time, when NZUs must be
purchases and surrendered at the
spot market price.

Action on emissions
In July, the Government announced
its Action on Agricultural Emissions
plan which essentially put a price on
agricultural emissions at farm level
from 2025.

It also put a price on emissions at
processor level, processors including
Fonterra and Silver Fern Farms, pot-
entially paying a levy from next year.

The Ministry for the Environment
(MFE) has put out a discussion docu-
ment — https://www.mfe.govt.nz/
node/25305 with submissions
closing on August 13 at 5pm.

Primary sector leaders including
Dairy New Zealand, Beef + Lamb New
Zealand, the Meat Industry Associa-
tion, Federated Farmers and others
came forward with the Primary Sec-
tor Climate Change Commitment and
have recommended a joint action
plan to establish a farm-based system

for reducing emissions.
This framework will address clim-

ate change within a whole farm sys-
tems framework, recognising that
farmers’ efforts to reduce emissions
sit alongside water quality,
biosecurity, biodiversity, animal wel-
fare, and financial sustainability.

Though the processors will take
the brunt of the proposed changes in
the first instance, change in regulation
can hit farming families hard. And the
bulk of farmers in New Zealand are

husband and wife partnerships, they
are not huge organisations anddonot
have a sustainability manager, ac-
cording to Holgate.

They will need to make sure they
have access to the right information
channels to help them understand
the changes.

Although the timeframe is slender,
Rabobank and others in the farming
community are urging New Zealand
farmers to step up and give their
feedback on the regulation being

proposed, to have a say in their
future.

“Though future regulation of NZ
agriculture is inevitable, they have a
right to protest if it is ineffective or
just plain wrong.”

Farmers should be pushing to get
the framework right, make sure the
government is incentivising the right
behaviour to continue to be a pros-
perous food-producing country.

These land-owners are not the
naysayers they are made out to be,
he says. They are amenable to mak-
ing changes but they want to make
sure theywill trulymake a difference
and they don’t want to see a new
government coming in a year or four
years’ time changing everything.

The Government, therefore, has its
own responsibility to provide the
farming community with clarity and
certainty and ideally it will gain bi-
partisan support on action taken on
climate change so these are steps
known to be made for the long term.

If the government can provide
them with clarity and certainty, then
they will develop solutions.

Farmers, meanwhile, will have to
have earned the trust of the nation
in being seen to have acted respon-
sibly and to have shown long term
strategies for future generations.

It is a matter of having a social
licence, says Holgate. Part of that is
communicating how and why things
are done as they are.

Andwhere change is required and
they have to lift their game, they
should get onwith it, make the neces-
sary changes and be transparent
about it.
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Mappingmānuka
Hivemanagement system helps keep track of 1.5 billion bees and their valuable produce reports Bill Bennett

‘This goes all theway
through to the product
on the shelves in store.
It’s away to reduce
fraud and to help
customers know they
product they are
buying is genuine.

Jamie Till

Eagle Technology technical advisory manager Jamie Till demonstrates the ESRI mapping system build for Manuka Health. The software links information to
geographic locations and displays them as a series of layers overlaid on a map. Manuka Health workers use this to track hive locations and to plot routes as
they travel between locations. It tells them where there are gates and, if they are locked, where they can get keys. The mapping software also warns them of
hazards they may not see at night, such as fords or ravines.

M anuka Health turned to
Eagle Technology when
the Ministry of Primary
Industries told honey

producers theyneeded to identify the
locations of bee hives if there is a
disease outbreak.

Te Awamutu-based Manuka
Health is one of New Zealand’s largest
manuka honey producers.

It manages thousands of hives and
1.5 billion bees throughout the North
Island to make manuka honey and
honey-based health products.

Jamie Till, Eagle’s technical ad-
visory manager, says at first his com-
pany worked on a geographic in-
formation system (GIS) looking after
hive locations.

It soon developed into a more
complete hive management system.

He says: “We spent two years look-
ing at where the hives and land-
owners were.

“We entered this data into the GIS
system along with information to
help beekeepers find their way to the
sites and pointing out any hazards
they might encounter getting to the
hives.

“Many of the manuka hives are in
remote and hard to access places.
Bees return to the hives and sleep at
night,” says Till. “That’s when
beekeepers do much of their work,
it means the bees are less stressed
which is important.

“We don’t want the beekeepers
stumbling and falling in the dark
when they are moving hives. This is
an important health and safety mat-
ter. If there’s a new hazard, we add
that to the data.

“The beekeepers use mobile
devices to navigate and enter data.
We designed dark screens for them
that are suitable to view in the dark
and we built the screens for a mini-
mum amount of touch.

“If, say, there is a waterfall to cross
to get from the road to the hive we
make that really apparent on screen.”

Till says the Eagle-configured sys-
temwas also able to give Manuka the
information it needed to place hives
where they might be more pro-
ductive.

Eagle Technology is the local dis-
tributor of Esri’s range of geographic
information system software and
specialises in integrating GIS systems.
GIS is commonly used to manage a
range of geographic data using digital
maps.

It is often used by organisations
like local councils to track assets, but
it is also ideal for tracking commercial
assets like hives.

“We spent time with the customer
working to understand what their
requirements were,” says Till.

“We built a geographic first system
that could capture all of the hive data,
along with the performance of the
bees and the quality of the product
coming out of the hives.”

Manuka honey is valuable. A full
hive is worth a lot of money and they
are a target for criminals.

This means hive owners do their
best to hide them in an area that is
going to be productive, which makes
accuratemaps of their location essen-
tial for beekeepers working in the
field. They drive as close as they can
to the sites.

The software also provides them
with optimised routes to help
beekeepers travel between sites. This
helps them to be more productive.

Provenance is also important for
Manuka Health’s customers.

Till says one of the features of the
GIS system is that it provides the
company with full traceability right
the way through the supply chain so
that at any pointManuka can identify
where a particular batch of honey
came from.

“This goes all the way through to
the product on the shelves in store.
It’s a way to reduce fraud and to help
customers know they product they
are buying is genuine.”

Till says Manuka Health hadn’t
previously used GIS. In the past they
would store information on spread-
sheets. “They didn’t have any way of
capturing their hive information, they
could have done something through
their spreadsheets or maybe through
a CRM (customer relationship man-
agement) system.

“The ability to place all their sites
geographically and to get information
on how each hive is performing over
a season helps enormously on the
day. Moreover, it helps with planning
on where to put hives in future
seasons.

“You can quickly see which sites
house the high performing hives.

“Because you can overlay the hive

information with other geographic
information such as soil conditions,
humidity, access to water or weather
data you canunderstandwhatmakes
a that site high performing.

“Armed with that information you
can then go and look for similar sites
for new hives.”

Till says the beauty of GIS is that
you can layer all types of information.
You can even bring in things that you
might not think are necessarily re-
lated and see if there is a connection
with productivity.

Manuka uses real time dashboards
designed to simplify work for the
beekeepers who also spend time en-
tering data into dashboards through
their mobile devices.

“The real time dashboard works
through the entire cycle of a bee-
keeper’s job,” says Till.

“It breaks things down into the
various seasons and the tasks they
have to do on each visit. The software
will highlight the next hive they have
to visit. It has become so much more
than a reporting tool.

“For us the biggest job was to
understand their requirements and
their workflow. It meant learning

what they could do better. We have
to put ourselves in the position of the
people doing the work.”

Although the system is cloud-
based and mobile, Till says the
beekeepers don’t have to have a
mobile data connection for it to work.
There is enough data stored on the
mobile device.

Eagle has configured Manuka
Health’s system to give a range of
different dashboard views to differ-
ent users. There are three levels, an
operational view for workers on the
ground, a regional view for their
managers and a nationwide view for
headquarters to help with decision-
making. It means people can drill
down through the data to see if a site
needs particular attention.

One aspect is that Manuka Health
has now started benchmarking crew
efficiency. The system can quickly
highlight where a teamof beekeepers
might have toomuchwork andmore
resources might be needed.

Till says Manuka Health is now
using the software as a workforce
planning tool, rather than just relying
onwhat they seeor are told, theynow
have evidence to back up decisions.

Agribusiness
Bill Bennett
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Eradicate: A tough call
New Zealandwill learn from theMycoplasma bovis outbreak, saysGeoff Gwyn

‘AllowingM.
bovis to
spread
could
reduceour
resilience to
other
diseases and
incursions
in the future,
as the
bacteria can
sit dormant.

I t is now two years since
Mycoplasma bovis was first
detected in New Zealand,
kicking off the largest

biosecurity response we’ve ever
seen.

The decision to eradicate was
made by Cabinet and cattle indus-
tries, and supported by Federated
Farmers, the Meat Industry Associa-
tion, dairy companies, and a range of
other industry organisations.

It was a tough call, but we believe
the right one for the long-term inter-
ests of farmers, and all New Zea-
landers.

Since then, 180 properties have
been confirmed as having the dis-
ease, 108,000 animals have been
culled, and $84.8 million in compen-
sation has been paid. Nearly 400 staff
have been hired, trained and got to
work eradicating this disease, and
working to support those farmers that
are affected.

The genetic analysis of the bac-
terium that we’ve found so far
indicates that the disease spread
comes from a single incursion, and
a single strain, introduced in late 2015
or early 2016. M. bovis is not wide-
spread around the country, and it is
generally a slow spreading disease.
Based on the information we have
now, we remain confident that we
can and will achieve eradication.

The impacts of allowing M. bovis
to spread throughout New Zealand
were clear – $1.3 billion in lost pro-
ductivity in the first ten years, animal
welfare issues and increased use of
antibiotics, and needing to make
major and difficult changes to our
approach to cattle farming. Allowing
M. bovis to spread could reduce the
national herd’s resilience to other
diseases in the future, as the bacteria

can sit dormant until the herd is
under stress for other reasons.

However, there are still substantial
challenges, and a huge amount of
work to get done. There is no
playbook to work from; designing an
eradication programme while
implementing it has been a challenge.
Mistakes have been made – this is a
large programme, attempting some-
thing thathasnever beendonebefore
anywhere in the world. When they
do occur we have apologised, and
looked to make sure that the lessons
have been learnt.

MPI and its programme partners
have and continue to listen to
farmers. We have held over 200

public and farmer meetings. And we
have carried out two reviews into
issues within the programme, and
planned out how their recommenda-
tions will be implemented, and there
are regular reviews by the independ-
ent technical advisory group. From
the feedback and reviews we have
made major changes. We strongly
believe that the experience now,
while still challenging, is vastly
improved, and that for farmers enter-
ing the process now is very different
that it was for those first affected.

We have trained and fundedmore
than 80 rural support trust facilitators
to be the front-line in supporting
affected farmers. We have regional

recovery mangers in each of our
regional headquarters, as well as re-
gional veterinary managers to pro-
vide expert advice, and regional wel-
fare advisors to co-ordinate welfare
resources and support. We are
investing in new data and informa-
tion management systems, and are
pushing decision making down into
the regions by creating regional ad-
visory groups, to find local solutions
to local problems.

And we know that the most im-
portant thing that we can do for
farmer welfare is to get the job done
and let them get back to farming.
We've invested heavily in getting
testing completed faster, in speeding

up decision making, and in support-
ing farmers to farm through while
under regulatory controls.

Part of our challenge is that we are
working with imperfect tools
(although all of us work with imper-
fect tools every day, and still get the
job done). The Biosecurity Act is 26
years old, and isn’t currently the
legislation we might want. NAIT (the
National Animal Identification and
Tracing system) has issues, both with
usability, data management, and
compliance with the system. And the
testing required to determine disease
status is complex and nuanced.

Government has announced that
it will overhaul both of these pieces
of legislation. Biosecurity is funda-
mental to protecting our economy,
our environment and our culture,
and this is an important opportunity
to get these important pieces of legis-
lation fit for the future. We need to,
and will, learn from the M. bovis
experience, and the other biosecurity
responses we’ve had to deal with in
the last few years, tomake surewe’ve
got the tools we need to take on the
next challenge that tries to arrive on
our border.

M. bovis is a horrible affliction for
animals once it’s allowed to spread.
And its impact, and the impact of
eradication can take an enormous
personal toll on those 180 farmers
and their families, staff and communi-
ties. For the entire sector, it's import-
ant we take the necessary steps to
stop this disease spreading, and
ultimately eradicate it from NZ.
● GeoffGwyn is director of the
Mycoplasmabovis ProgrammeatMPI.
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The new Alliance
The leadingmeat exporter Alliance Group is making inroads into the food
services sector with its new premium range, our Special Correspondent explains.

‘Weare getting alongside the
customers andunderstanding
what they reallywant.

MurrayTaggart

From left: The
Handpicked 55-day
aged beef won a
gold medal at the
World Steak
Challenge in
Dublin. New
Zealand chef
Darren Wright,
right, joins Anthony
Burd from Hong
Kong in preparing a
lamb dinner during
the the Pure South
Discovery Series.
Alliance Group
hosts overseas
chefs to learn more
about the natural
grass-fed farming
systems and where
its exported lamb,
beef and venison
originates from.

C ommentators have long
called for New Zealand’s
exporters to add value to
their primary products.

Food and solutions company Al-
liance Group, founded in Invercargill
in 1948 as a meat processor, is doing
just that.

Alliance, a co-operative owned by
4000 farmers, is a year into building
a premium red meat portfolio for the
food services sector (hotels and
restaurants) to capture more market
value.

Chairman Murray Taggart says
“we are very pleased with the pro-
gress and are now seeing benefits.

“We are attracting different cus-
tomers to different brands. They are
so takenwith the premium range that
this has a flow-on effect to our main
branded products (Pure South and
Ashley).”

Fine cuts of significantly-priced Te
Mana Lamb, Handpicked 55 day aged
beef and Silere alpine origin merino
lamb are now sold in Michelin star
restaurants in Hong Kong, Singapore,
United Kingdom and United States.

The premium products are sent
overseas to distributors in 10kg
proportions and are pre-cooked
(sous-vide) before being sent to the
restaurant for finishing and plating
up.

“We cut the meat to match the
plate, and we are providing a higher
level of service,” says Taggart.

“We talk to the chefs to find out
what they actually want and provide
solutions for them.

“We are putting a lot of work into
telling the story around where the
meat comes from and how it was
raised, and I think the chefs appreci-
ate us coming up with different
solutions on variety and taste,” he
says.

“Chefs like to have a point of
difference and have options to re-
fresh their menu — that’s part of our
strategy.

“We are also trying to match
flavour with the different markets —
China for instance prefers a stronger
flavour.We are still in the early stages
of our food services journey but we
are definitely scaling up,” he says.

Taggart says one of the challenges
has beenpicking the right distribution
partners. “It’s a different service offer-
ing than retail and we have learned
a bit. Sometimes we haven’t picked
the right distributor.

“A lot of it is to do with getting
alongside the customers and under-
standing what they really want. It’s
only by meeting them do you truly
understand.”

Hosting overseas chefs
To bridge that understanding gap,
Alliance has created a promotional
programme, Pure South Discovery
Series, of hosting chefs in New Zea-
land.

So far three groups totalling 40
chefs fromHongKong, Singapore and
the UK have visited after winning
cooking competitions at home.

“We take them to shareholder
farms and show them our natural
grass-fed farming systems.

“They see some spectacular parts
of the country and they do dinners
(with our product).

“They are so willing to be
ambassadors once they’ve been out
here — one chef from the UK even
has lamb tattooed on his forearm,”
says Taggart.

The effort and promotion is paying
off as Alliance’s premium products
are winning awards and being served
in some of the world’s leading fine
dining restaurants.

Te Mana, a new kind of lamb, has
elevated levels of omega 3 and poly-
unsaturated “good” fats.

The lambs are raised in the South
Island high country and then spend
the last 30 days grazing on a chicory
herb blend on finishing farms.

It is billed as the wagyu of lamb,
and is a partnership between Al-
liance, a group of progressive farmers
known as Headwaters and Ministry
of Primary Industries.

The dusky red Silere alpine origin
lamb, produced in partnership with
New Zealand Merino Company, is
succulent and has a stronger, more
robust flavour.

Handpicked beef, marketed under
the Pure South brand, is selected by
master graders and aged for 55 days.
It recently won further international
honours in theWorld SteakChallenge
in Dublin, taking out gold for ribeye
and bronze for fillet.

There were more than 300 entries
from 25 countries.

Selling product online
The Silere range is now being sold
through the UK’s leading online
supermarket retailer, Ocado, and
shoppers have a choice of boneless
leg lamb joint, extra-trimmed rack,
loin fillets and boneless rumps.

“We are trying a more premium
offer online sowedon’t clashwithour
normal retail activity in the same (UK)
market,” says Taggart.

“I’m sure the Silere offering will
expand.”

Pure South lamb, beef and venison
are also sold online in China through
Alibaba’s Tmall website in the New
Zealand Country Pavilion store.
“That’s going pretty well and we
haven’t ruled out putting up the
premium brands,” says Taggart.

He says the big challenge in China
is “the last kilometre” of getting the
perishable product from the distribu-
tor to the consumer. “We have to
make sure the product hasn’t thawed
and is still in good form when it
reaches the customer.”

No doubt Alliance has found the
answer. “I’ve seen seven to eight little
motorbike couriers lined up outside
our distribution centres,” Taggart
says.

Alliance completed a corporate
rebrand last year as it transitioned
from a meat processor to an
innovative food and solutions co-
operative. It was also selected as one
of the first companies to send chilled
lamb to China.

“We diverted product that was
going to the United States to China
because therewere better returns out
of China.

“The market there is so big that
exporters don’t trip over each other,”
says Taggart. “At the end of the day
we want to have a diversified port-
folio across a number of markets. It
mitigates risk.”

Brexit uncertainty
Alliance exports nearly 300,000met-
ric tonnes of product a year to 65
countries — the main markets of
China taking 30 per cent of the vol-
ume, Europe/UK and North America
25 per cent each and Middle East 5
per cent.

There are emerging markets in
Southeast Asia, India, South America
and Eastern Europe.

Alliance is keeping a close watch
on the Brexit saga since it will be
shipping product to the UK for the
Christmas trade at the time when the
UK is due to leave the European
Union (after October 31).

“It’s a glorious unknown,” says
Taggart.

“While the UK government has
given assurances that trade won’t be
disrupted, what about the new
protocols and procedures.

“Our people in the UK are keeping
closely in touch—but if the politicians
don’t know what will happen, how
will the bureaucrats know.

“We don’t want our boats turning
up and being told we can’t take your
product because the (new) paper-
work hasn’t been done. It’s all new
territory — that’s the uncertainty of
it,” he says.

“Our product has a 17 week shelf
life and a fair chunk of that is on the
boat. We only have a couple of weeks
to get it to the retailer.

“Every extra day of shelf life is
valuable for ourselves and retailers.
We don’t need any delays, and we do
have the flexibility to switch
markets,” says Taggart.

This is the new-look Alliance
Group.

It has positioned itself to adapt to
any market change — and it has
transformed itself with new products
to remain a competitive international
exporter that relies on quality and
food safety.
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Turning opportunity into reality
SFF Futures funds innovative projects that
will createmore value from the food and
fibre industries, writes Steve Penno

Government-
industry
partnerships are
helping to
develop new
high-value goat
milk products.

M PI is committed towards
continuing to back good,
workable ideas to help
give them thebest oppor-

tunity for success. Late last year we
launched Sustainable Food and Fibre
Futures (SFF Futures) as part of this
commitment.

New Zealand has some bold
aspirations in areas such as protec-
ting the environment, supporting ru-
ral communities, reducing climate
change, and increasing the value of
our food and fibre products.

NewZealand has built a reputation
as a producer of high quality food and
fibre products. The latest Situation
and Outlook for the Primary Industries
report recently published by MPI
shows New Zealand’s exports in the
year to 30 June 2018 reached $42.7
billion — by 2023 this is forecast to
top more than $48 billion.

To ensure value growth continues
in our food and fibre sectors, along
with its significant contribution to our
economy, we need the ability to
tackle current and future changes
and challenges, and make the most
of the opportunities.

Business-as-usual isn’t going to cut
it. Thinkingoutside theboxand trying
new things will.

We’re starting from a strong foun-
dation. There are many examples of
initiatives and projects making posi-
tive differences across New Zealand,
from small grass-roots community
projects to large-scale industry de-
velopment and transformation.

Partnerships between the Govern-
ment and industry can achieve some
amazing things for the food and fibre
sectors, our environment, our com-
munities and wider New Zealand.

For example, as a result of these
partnerships, new high-value sheep
and goat milk products are being

created, information, tools and skills
are being delivered to red meat
farmers to boost long-term
sustainability and profitability, while
others are improving the quality of
sensitive water catchments, and
creating commercial potential for the
iconic kōura or crayfish.

At MPI, our vision is for New
Zealand to be the world’s most
sustainable provider of high-value
food and primary products. This
vision is grounded on prosperity,
sustainability and protection from
biological risk.

SFF Futures replaced the Primary
Growth Partnership (PGP) and
Sustainable Farming Fund (SFF).
Through these previous pro-

grammes, we’ve partnered with a
range of organisations and com-
panies on innovative projects: creat-
ing high-value food and fibre pro-
ducts, enabling better effluent man-
agement and nutrient application on-
farm, dealing to pests, connecting
farmers and industry professionals to
boost sustainability, productivity and
profitability, and developing new,
cutting-edge technology.

SFF Futures enables MPI to co-
invest in a wider breadth of pro-
grammes across our food and fibre
sectors. SFFFutures is strongly rooted
in sustainability and wellbeing, and
aims to deliver long-term environ-
mental, social, economic and cultural
outcomes for New Zealand.

It’s a gateway for farmers, growers,
businesses, researchers (including
Crown Research Institutes), industry
organisations, and community
groups to secure co-investment for
projects that will make a positive,
measurable impact in the food and
fibre sectors, from the paddock or
ocean to the plate.

MPI has $40million available each
year to co-invest in SFF Futures pro-
jects. This adds to more than $800
million already committed by both
MPI and industry in 25 Primary
Growth Partnership programmes,
and more than $150 million of MPI
investment in well over 1000
Sustainable Farming Fund projects.

Through SFF Futures, MPI can in-

vest in grants up to $100,000 tomulti-
million dollar, multi-year partner-
ships, and the projects in between.
This broad range of funding increases
the opportunities and provides flexi-
bility to co-invest in many projects
and with organisations of different
type and size. MPI works with
applicants on the most appropriate
way to invest in their projects.

We encourage applicants to think
about what SFF Futures investment
would enable that wouldn’t other-
wise occur, and how their projects
could deliver sufficient benefits for
New Zealand to justify public invest-
ment.

What’s important is that any pro-
jects are beyond work that already
happensnormally. This could include
extending existing knowledge to a
new level, region or sector, and/or
significantly scaling up an existing
product or service.

We’re seeing a steady pipeline of
good ideas and new projects from
people passionate about making a
difference. Government and industry
partnerships enabled through SFF
Futures have the potential to provide
wide-ranging benefits today, while
respecting our important role as
kaitiaki for future generations.

No matter how big or small, if you
have good ideas that will make a
difference to the food and fibre
sectors, contact us and let’s have a
conversation. Let’s work together to
bring your ideas to life.

● More informationandcontact
details are available at sff-
futures.mpi.govt.nz, alongwith
examplesof the greatprojectsunder
way.
● StevePenno isDirector Investment
Programmesat theMinistry for
Primary Industries.
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Strategy bears fruit
Zespri has just announced its operating revenue has
surpassed $3 billion for the first time. With strong
growth expected to continue, CEODan Mathieson
outlines the strategy to increase sales, including
developing newermarkets like the US.

Bruce Cameron,
chairman of
Zespri
International, at
the Zespri AGM.

Bruce Cameron at the China Business Summit:
three key messages about working in China
● Strategy —having a good one and being able to adapt quickly. One of the big

changes inmy nine years on the Zespri board is we’ve becomemore
confident in implementing our strategy, which has evolved over time. Now
nearly one-fifth of our China business is direct-to-retail to our five key
accounts.We canmatch the fruit in our inventory towhat our customers
want in real time, whichmeans lower fruit loss andmore value for our New
Zealand grower-owners. It also allows us to get closer to consumers.

● People —having the right people and the right relationships and investing in
them.We know that for Zespri to succeed in Chinawe need the right people.
We havemore than 60 staff inmarket, plus strategic advisors to give us
external sense checkwhich has been invaluable over the years. Around half
of Zespri’s 600 staff are based offshore now and to have a global culture, you
have to have shared values — as a company you have to invest in defining
your own values and culture and bringing it to life in all your offices.

● Risk — being ready to deal with the inevitable issues, and only taking on as
much risk as you’re comfortablewith. You can’t always stop issues from
arising, but what you can do ismake sure your systems and processes are
ahead of your supply and up to the task of anticipating issues, avoiding them
where possible and dealing effectivelywith themwhere not. The other side
of risk is understanding the balance between risk and opportunity and
decidingwhere that balance lies for your business andwhat you’re
comfortable with. The opportunities in China are immense and tempting but
putting all your eggs in that basket is a risk.

Z espri has a clear purpose and
a clear strategy which drives
our thinking and motivates
us every day.

Our purpose is to help people,
communities and the environment
thrive through the goodness of kiwi-
fruit, creating value and greater
returns for growers.

Our strategy is to market the
world’s leading portfolio of kiwifruit
12 months of the year.

To deliver that we do a number
of things.

We produce a product people
want and we do it year-round; we’re
constantly innovating; we ensure we
understand consumer trends and de-
mand signals and feed those back to
the industry and incentivise growers
to meet them; we keep demand
ahead of supply; we identify and
manage risk; we bring our diverse
team across the globe together
through shared values; and we build
and protect our brand.

Twelve-month supply is incred-
ibly important.

While 90 per cent of our supply
comes from New Zealand, we can
only fill supermarket shelves with
home-grown fruit for around nine
months of the year. The balance we
fill with Zespri Kiwifruit grown in the
Northern Hemisphere.

That means we retain shelf space
with our key retailers, stay at the front
of peoples’ minds and ensure our
spending on brand and marketing is
more efficient.

That also means that we’re the
ones who are filling the demand we
are so focused on creating.

We also invest heavily in inno-
vation, at a total of around$40million
a year in association with Plant &
Food Research, which is incredibly
important to our success.

Around half of that investment
goes into the new varieties breeding
programme which is what delivered
our proprietary SunGold kiwifruit
which this year, for the first time ever,
we expect to supply more of it than
green kiwifruit.

It’s a major part of our success
today.

Our breeding programme is driven

bywhat consumers have told us they
want — fruit that’s different, tasty,
convenient and healthy and involves
natural breeding techniques.

It’s led to the development of our
red kiwifruit which, following our
limited release across New Zealand
this year, we know there’s a lot of
consumer excitement about.

At the end of the year we’ll be
outlining our next steps in terms of
potentially commercialising a red
and a new green variety.

We’ll be continuing to work hard
to understand what our consumers
want and to deliver it to them.

All of this helps us to decide what
products we need and what char-
acteristics within those products our
consumers value — such as taste, size
and colour — to ensurewe send those
messages back to growers and
through our innovation programme
so we can meet those demands.

That’s also part of what’s driving
our renewed focus on sustainability.

Our industry is alreadydoing some
great things and making continuous
improvements but we’re always try-
ing to do better.

We know that our consumers are
increasingly aware of social and en-
vironmental issues and expect us to
be doing more to address these so
we’re working very hard as an indus-
try todobetter right across the supply
chain and you’ll be hearing more
from us about that.

Another important part of our
strategy is managing risk which
comes at points right across our
supply chain.

We’re a primary industry based in
a small, isolated island nation at the
bottom of the South Pacific with a
relatively fragile ecosystem and an

economy totally reliant on trade —
mostly with the Northern Hemi-
sphere — and strong border security.

We’re at the mercy of the weather,
of biosecurity breaches and regula-
tory changes here and in our key
markets which drive up costs and
make it harder to compete.

We’re also a fast-growing industry
facing a number of capacity
constraints — in particular labour and
post-harvest.

Offshore there’s the threat of losing
market access, of competition, global
economic uncertainty and rising pro-

tectionism. So we invest a lot of time
and resource thinking about these
risks and putting in place strategies
to try and mitigate them. That also
includes working hard to diversify
our markets.

Our success in China and Japan
are well known. In Japan sales are up
almost 25 per cent in the last year
alone to hit more than $600 million.

Sales in China also exceed $600
million and we expect that to double
in the next five years.

We are also looking at new
markets. Sales across North America
havegrown from less than$25million
in 2014 to $96 million last season and
are on track to double in the next four
years and become our fourth-largest
market.

OurZespri teambased inCalifornia
has also grown considerably, from
three staff a fewyears ago to 20 today.

American consumers love the
sweetness and juiciness of the fruit
and we’re concentrating on getting
them to try our fruit, discovering they
like it, and then sharing how good it
is for them and their families.

Fresh fruit consumption is growing
in the US, and we want to move from
the 20th most consumed fruit to
crack the top 10. This allows us to
manage quality in market and im-
prove our service to distribution cus-
tomers.

Lack of visibility in stores is the
biggest barrier to growing sales and
having direct relationships with
retailersmeanswe can invest heavily
in our in-store promotions and sam-
pling, introducing people to the great
taste of our fruit. And to make sure
that we’re meeting that ambition of
12-month supply, we’re running a
multi-year trial on the West Coast to
see if we can grow SunGold that’s up
to our quality and taste standards.

With kiwifruit making up just 1.5
percent of globally traded fruit, we
know there’s a lot of potential to grow.

And to achieve that, Zespri will
continue to build better connections
amongst our diverse and growing
team, and deliver a premium brand
through our relentless focus on qual-
ity, consistency, food safety, taste and
convenience.
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Keeping ahead of the herd
LIC is helping
reduce dairy’s
impact on the
environment while
increasing
production, writes
Bill Bennett

‘Wedon’t think there
are going to bemany
more cows inNew
Zealand. You could
say thatwehave
reachedpeak cow.

WayneMcNee

LIC on the NZSX
● Herd improvement and agritech co-operative LICmoved on to to themain

board of the NZX (NZSX) on July 1, transferring from theAlternative Board.

● Of the companiesmigrating, LICwas the largest bymarket capitalisation, at
$108.6million.

● There are 14 agritech companies featured on the NZXmain board and only
one other farmer-owned co-operative (Fonterra).

● LIC chief executiveWayneMcNee says the company is excited to be
featured alongside some of New Zealand’s best-known brands and
companies.

● “The presence of LIC on themain board is an opportunity to further
strengthen the profile of the primary sector on the NZSX.”

● McNee says themigrationwill not impact its 10,300 farmer shareholders.

● LIC debuted on the alternative board in 2004 and employs 750 full time staff.

● In the past four years, LIC has undergone a significant transformation
programme, including separating its genetics and agritech businesses,
completing a capital restructure and strategy refresh.

● The results of this work are flowing through into its results. Performance
highlights for 2018/19 - NPAT: $22.2m, up 139 per cent; Underlying earnings:
$19.5m, up 541 per cent; Total revenue: $246.5m, up 4 per cent

F or 23 years New Zealand
added around 100,000 dairy
cows a year to the national
herd. The growth stopped

about four years ago. In fact, there has
been a small reduction in the number
of cows since then.

Yet, production continues to rise
because, thanks to the work of the
Livestock Improvement Corporation
(LIC), the cows are getting better.
Corporation chief executive Wayne
McNee says: “They need to be more
profitable and they need to be more
efficient. This has always been our
job. Now we also need our cows to
have a reduced environmental im-
pact.”

This is a new dimension to LIC’s
work.

The organisation is a farmer-
owned co-operative focused on im-
proving herd quality. McNee says LIC
is working with the Ministry of Prim-
ary Industries, Dairy NZ and the Min-
istry of Business, Innovation and Em-
ployment on programmes to breed
cows that can mitigate the effects of
dairy farming on the environment.
There is a specific focus on reducing
nitrate use and methane emissions.
One project is Resilient Dairy:
Innovative Breeding for a Sustainable
Future.

“We recently joined the
Sustainable Business Council and the
Climate Leaders Coalition. We see
ourselves as a big part of the solution
for the challenges facing the dairy
industry,” says McNee.

“The only downside of this is that
our genetics research takes a while.
Once you’ve done the research, it
takes time to get the results out into
the field. It helps that we inseminate
80 per cent of the cows. That means
once we develop something, we can
get it out there reasonably quickly.”

The goal is to continue this work,
get more genetic gain and further
increase production and efficiency.
McNee says after 40 years of this
work there is still room for improve-
ment, in fact he says thanks to the
new genomic tools the rate of im-
provement is accelerating. The chal-
lenge is to keep thismomentumwhile
reducing environmental impact at
the same time.

McNee has powerful tools on hand
to help accelerate genetic develop-
ment in dairy costs. He says LIC has
collected production information on
every dairy cow for the last 30 to 40
years. The database contains around
a billion pieces of cow data.

“We retain all that information and
weuse it to breed thenext generation.
The rate of gain is increasing using
new technologies like genomics. We
are working with Amazon Web
Services (AWS) on a new genomics
model. We’re using Amazon’s cloud
capability and data load capability to
accelerate the way we do that
genomics work.”

AWS has recognised LIC as an
agritech world leader. McNee says
LIC has provided speakers for AWS
summits in LasVegas and Sydney. He
will be travelling with some of LIC’s
technology specialists to Amazon in
Seattle to meet customers who are
using cloud services for human
genomics.

“We’re going to see if there is
anything we can learn from people
working in human genomics and if

the people working in that area can
learn anything from us”, he says.
While the focus of LIC’s work is
producing more productive cows,
human genomics is more concerned
with improving health. This is helpful
for LIC: healthier cows mean better
animal welfare, key to better pro-
duction.

Cloud computing also holds prom-
ise for LIC because of its ability to
scale fast and to deliver results in real
time.

Software is an increasing part of
LIC’s business. The co-operative has
a $35 million software-as-a-service
business calledMinda. This is a cloud-
based herd management system
used by over 90 per cent of New
Zealand dairy farmers.

“Farmers record all the informa-
tion about cows, some is manual,
some is automatic. When we test or
inseminate a cow that information is
automatically recorded. When a calf
is born, that is recorded,” McNee
explains.

Another technology project LIC is
involved in is a joint project with
Fonterra where data sets are linked
together.

“Aggregate is a platform that brings
together data from various systems,
this includes our data, Fonterra data,
fertilizer company data and
financials. We’re starting to get some
information about staff on there as
well. We can add weather data.”

There are two benefits from this
approach.

The first is that a farmer can see
everything in a single place. The
second is that bringing data together
in this way means that farmers can
start to get insights into matters such
as what they should be doing based
on the information they have about
this business.

McNeesays it allows farmers toask

complex questions such as; “Are you
getting the most efficient use of your
feeds, not just pasture, but other feed
as well?” You might also discover if
your nitrogen application is appropri-
ate. The software lets farmers
measure the production of individual
animals, then combine this with the
collective production information
and grass growth information and so
on. The goal here is to give farmers
the information they need to make
better decisions”.

LIC is two years into this project
and it still isn’t fully integrated but is
making progress.

Collecting this data is powerful.
The difference between a good cow
and a poor cow is huge. McNee says
the top 25 per cent of dairy cows
produce on average 150kg more milk
solids than the bottom 25 per cent.

Over time farmers can shuffle their
herds so there aremore cows like the
top performers and fewer like the less
productive ones.

Farmers are busy. They spend
their days milking cows, managing
cows, looking after pastures and so
on. McNee says they don’t fancy
sitting down at nights going through
screeds of complex reports.

He says the software is designed
to give them insights based on the
data.

Farming is a seasonal business, so
the software starts from considering
what kind of decisions are best made
at the current time of year. It shows
which are the best cows, which are
the poor performers. “We tell farmers
how they can make immediate gains
by breeding from the best ones, not
the poor ones.”
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Can NZ say no to tech?
We should bewary
of well-intentioned
but ineffectual bans,
saysDave Heatley

‘In times past,
government banned
the production and
importation of
margarine inNew
Zealand to protect local
butter producers.
Margarinewas only
available to consumers
onprescription froma
pharmacist!

Just say no?
● When considering the costs and benefits of proposed tech bans or

restrictions, it is important to factor in the likely effectiveness of the ban.

● A tech ban at the bordermight be effective in stopping local technology
adoption but not stop the price effects of that tech. If price effects are
significant, trade in goods or other assets can undermine the effects that the
banwas intended to prevent.

● NZ is a small, open economywhich relies heavily on innovation in other
places to enhance our productivity.We should thus bewary of well-
intentioned but ineffectual tech bans.

This links back to automation tech and the future of work. “Just say no to
robots”may become an attractive rallying cry shouldwewish to protect
existing jobs, industries, regions orways of life. But before saying no, we
wouldwant to be confident that the size and likelihood of the rewardwill
offset the downsides.

Notes
● (1) Some Canadian provinces have

emissions-trading systems, while
others do not. For brevity, I’ve
used “Canada” tomean the
Canadian provinceswith systems
that are potentially compatible
with the New Zealand ETS.

● (2) And,most likely, a small gain to
the NZ economy from a lower
price for emissions units. But this
is unlikely to offset the costs of
this scenario.

● (3) “Volume” in this sense is the
amount of carbon sequestered. As
lower emissions unit prices in NZ
would encourage greater
emissions reductions byNew
Zealanders, the volume of gene-
edited trees grown elsewhere
would likely exceed the volume
of non- gene-edited trees grown
locally in the separatemarket
scenario

The Impossible Burger was too
meaty for Dave Heatley.

N ew tech. A traditional local
industry. Who wouldn’t be
concerned about potential
negative effects? So why

don’t we just stop it at the border?
The problem is that price effects

can undermine the effect and the
intent of banning tech at the border.
Here I explore three ways that could
happen with new agri-tech and what
lessons we might draw about trying
to block the introduction of auto-
mation tech in general.

Example 1: A local ban on
agricultural robots to protect
workers
Let’s say an agricultural product is
produced in NZ and one other
country. Call it Chile. Both countries
sell to their local markets and export
to the rest of the world. Now suppose
robots become available that reduce
production costs by 20 per cent.

Chile decides to import robots. NZ
bans them — with the intent of pro-
tecting local producers and jobs.
Lower production costs in Chile lead
to a drop in the world price.

NZ firms face lower revenue and
scale back local production, mean-
while Chilean production expands.
Some NZ firms go broke or exit the
business, while others look to move
to robot-friendlier countries, perhaps
Italy or China. If this scenario sounds
implausible, think about what could
happen following an NZ ban on
kiwifruit-picking robots.

Example 2: A local ban on meat-
less burgers to protect farmers
I recently tried an Impossible Burger
— billed by its creator as delivering
“all the flavour, aroma and beefiness
of meat from cows… it’s just plants
doing the Impossible”.

My verdict?
Abit toomeaty. But then I’ma long-

term vegetarian, so not Impossible’s
target market.

What if these burgers become so
convincing that consumers are indif-
ferent whether they eat “real” beef or
not? New Zealand, reflecting its tra-
ditional competitive advantage in
grass-fed beef exports, decides to ban
these new-fangled consumer pro-
ducts to protect our local producers.

Sounds implausible?
In times past, government banned

the production and importation of
margarine in New Zealand to protect
local butter producers. Margarine
was only available to consumers on
prescription from a pharmacist! (A
1972 amendment to the Margarine
Act 1908 removed the requirement
for a prescription to obtain polyun-
saturated margarine).

And producers of animal meats
and milks in New Zealand and other
countries have recently lobbied to
prevent their plant-based competi-
tors from using the terms “milk” and
“meat” in their marketing.

NZ consumers are a tiny fraction
of theworld’s consumers — so remov-
ing NZ demand would not affect the
world price for a meat-less burger.
However, substitution towards meat-
less burgers would reduceworld beef
demand and hence its price.

The NZ beef price would be unaf-
fected but as NZ demand is a small
fractionofNZproduction, that doesn’t
help local farmers much — their in-
come would drop, driven by the
falling world price.

Example 3: A local ban on gene-
edited trees to protect the
environment
New Zealand has in the past linked
its emissions trading system to
emissionsmarkets in other countries;
and is likely to do so again in the
future.

Properly functioning emissions
markets encourage low-cost emis-
sion reductions over high-cost ones.
Cost is frequently a barrier for people,
firms and governments in reducing
their emissions, so lower emissions-
reduction costs leads to more
emissions reduction, all else equal.
Linking two emissions markets
lowers costs on average, as it
encourages all low-cost emissions re-
duction possibilities in both markets
to be exploited before moving to
higher-cost possibilities.

Gene editing is a type of tech that
is being touted as a means to reduce
agricultural greenhouse emissions
and improve the ability of plants to
remove carbon from the atmosphere.
However, NZ legislation effectively
bans plant research using gene
editing and is likely to ban the import
of plants developed using such tech-
nologies.

What outcomes would we expect
if NZ banned gene-edited plants but
allowed emissions trading with
countries without that ban?

Imagine a gene-edited “super tree”
that removed 50 per cent more car-
bon from the atmosphere than cur-
rent varieties. Tree growers inCanada
adopt it enthusiastically, whereas
those in NZ cannot.

With separate carbonmarkets, this
reduces the local price of a Canadian
emissions unit (1), while the local NZ
price does not change. There is no
gene-editing “leakage” under this
scenario, but New Zealanders reduce
their emissions by less than they
would if they faced a lower price.

Now consider a scenario where
the two emissionsmarkets are linked.

The NZ price will drop towards the
Canadian price (as otherwise the NZ

emissions unit sellers would find no
buyers). Planting trees will be less
profitable in New Zealand and more
profitable in Canada, so tree planting
will move to Canada.

The overall outcome will be better
for the global environment because
the Canadian gene-edited trees cap-
ture more carbon. But this outcome
will come at a cost to the overall NZ
economy, because there is less tree
planting here and we are importing
emissions units (2). However, in this
scenario NZ is effectively “buying” the
services of gene-edited trees grown
elsewhere.

So, with emissions trading, an NZ
ban on gene-edited trees would re-
main effective locally (no NZ-grown
gene-edited trees) but ineffective
globally (as NZ demand for emissions
reduction would lead to an equiva-
lent or greater volume of gene-edited
trees grown elsewhere) (3).

Since trees have other beneficial
environmental impacts (e.g, preven-
ting soil erosion and siltation of
streams), a shift to tree planting over-
seas could also have other detrimen-
tal effects in New Zealand.

● DaveHeatley is aprincipal advisor
at theProductivityCommission,
currentlyworking on theTechnological
ChangeandFuture ofWork inquiry.
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110 years.
1 billion pieces of NZ dairy herd data.
Superior genetics and agri-tech keeping
kiwi dairy farmers ahead of the game.

There’s always room for improvement. lic.co.nz
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Innovating to face the future
Tim McCready talks to Agritech New Zealand’s PeterWren-Hilton about the future of the
agritech industry, NZ’s place in the world, and how to build an agritech company from here

‘Our farmers and
growers are naturally
innovative and this
has seenNewZealand
lead inmany areas of
agri-technology.

PeterWren-Hilton

Herald:Whatare thebig challenges
and trends shaping theagritech
industryglobally?
Peter Wren-Hilton:Thebiggest long-
termchallenge ishowto feedaglobal
populationof closeon 10billion
peopleby2050. Thiswill require an
increase in foodproductionof 70per
cent. This is against abackdropof
moreextremeweather events that
impactonagricultural production,
climatechange, amajor shift of
population fromrural tourbanareas,
changing landuse, aswell as the
regulatoryandconsumerconcernsof
environmental impact.
Thequestion facing theagritech
sector is: howcan technologyand
innovationmeet thesechallenges in
amoreenvironmentally sustainable
waywhilemanaging at the same time
to increase foodproduction tomeet
thedemandsofpopulationgrowth?
Onesignificant emerging trendover
thepast fiveyearshasbeenan
exponential increase inventure
investment into theglobal agritech
sector. This funding is allowing
agritechcompanies todeploynew
technologies suchasartificial
intelligence,machine learning,
robotics andbigdata intoplatforms
that canhelp address thesemajor
challenges.Wearebeginning to see
this trend takehold inNewZealand
with the recent announcementof a
newagritech-focusedventure fund
basedoutofPalmerstonNorth.

Herald:Whichareas canNew
Zealandagritech lead theworld in?
Wren-Hilton: NewZealandhasa
deepunderstandingof food
productionandanextensive
scientific community inboth the
public andprivate sector to support
it. Our farmers andgrowersare

naturally innovative and thishas
seenNewZealand lead inmanyareas
of agri-technologyover theyears.
Today, Iwouldhighlight twospecific
areaswhereNewZealandexcels:
genetics, togetherwith robotics,
automationandsensing.
In genetics,NewZealandhasa
numberof strengths. Fromtheability
ofPlant andFoodResearchand
Zespri todevelopnewkiwifruit
cultivars to thedevelopmentofnew
growing systemsdesigned tomake
harvestingwith robots and
automationplatformseasier.As the
country faces increasing labour
shortages in itshorticultureand
viticulture sectors, particularly
during thepeakpicking seasons,
these technologieswill helpour
growersproducemore fruit by
automating theharvesting (picking)

process. Companiesworking inNew
Zealand’s robotics, automationand
sensingagritech spaceare leveraging
thebenefits that thesegenetic
developments arebringing. This
excellence is todaybeing recognised
offshoreand there is a significant
opportunity forNewZealand to
increaseexport sales tohelp farmers
andgrowersoverseasaddress the
same labour issues.

Herald:Howdoweovercome the
challenges that come frombuilding
anagritechcompany fromhere?
Wren-Hilton:AtAgritechNew
Zealand,weunderstand the
challenges facedbymanyofour
early stage, emergingagritech
companies.Weworkcloselywith
governmentagencies suchas
Callaghan InnovationandNew

ZealandTradeandEnterprise (NZTE)
tobringoverseas investors and
potential global partners intoNew
Zealand toconnect andengagewith
thecountry’s agritechecosystem.We
also takedelegationsoffshore tomeet
potential partners andcustomers.
With the twin challengesof access to
capital anddistance tomarket, this
is anactivity thatmanyof our smaller
emergingagritech startupsotherwise
strugglewith.

Herald:The ‘all ofGovernment’
agritech taskforcewas recently
launched.What are thegoalsof the
taskforceandhowwill it support the
sector?
Wren-Hilton:The ‘all ofGovernment’
agritech taskforcewasestablishedat
theback-endof 2018 to identify
common initiatives that anumberof
governmentagencies couldworkon
collectively to support thegrowthof
theagritech sector. Thegovernment
realised that innovationand
technologycanpotentially address
someof themajor challenges
mentionedearlier. The joint taskforce
means that rather thanworking in
silos, initiatives cannowbemanaged
across governmentdepartments,
workingasone toget better results.
The taskforce isworkingwith
AgritechNewZealand toget input
and feedback from industry into the
draft strategydocumentpublishedby
MinisterParker inWellingtonearlier
thismonth. Byworkingwith industry,
it is our intention toensure the
initiativesandactionsundertaken

address real issues toprovide long-
termsupport for both theagritech
andwiderprimary industry sectors.

Herald:Lastmonthyou tooka
delegationof agritechcompanies to
theUS.Whatwere someof the
highlights fromthevisit?
Wren-Hilton:Thiswasavery
focusedgroupof 20-plus researchers
andentrepreneurs in theagri
robotics, automationandsensor
space. Last year,AgritechNew
Zealandsigneda strategic
PartnershipAgreementwithWestern
Growers, the largest producersof
freshproduce inNorthAmerica. Last
month’sdelegation spent aweekwith
WesternGrowers, speaking to their
members to get abetter
understandingof themajor challenge
theywere facing: Labour shortages.
Itmeant that hundredsofmillionsof
dollarsof freshproducewasnot
beingpickedand theproblemsare
gettingmuchworse.Whole sectorsof
the specialty crop sector areat risk.
WesternGrowersbelieve thatNew
Zealandagri technologycanhelp
themaddress this challenge. Some
prototypeNewZealand robotic
harvesters are alreadybeing tested
onWesternGrowerproperties.
I havebeenorganising theseoffshore
visits for several yearsnowwith the
support ofCallaghan Innovationand
NZTE. Bymaintainingever-closer
relationshipswith thesemajor
offshorepartners, the future forNew
Zealand’s agritech sector is looking
increasinglybright.
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Sharing in the market
A coalition of
brands has pooled
resources to
increase
recognition in
China, writes
Tim McCready

‘The concept of theFoodBasket is
working, and
consumers are being
exposed tomultiple
brands andproducts
fromNewZealand.

NicolaO’Rourke

Who is in the New
Zealand Food Basket?
● Lewis Road Creamery
● NewZealandWild Catch
● Sealord Group
● Picot Productions Ltd
● Sanford
● Shott Beverages
● Fonterra Brands NZ
● OhaHoney Limited Partnership
● Landcorp Farming
● Zespri Shanghai
● Fiordland Lobster Co.
● Smartfoods (Vogel’s Muesli)
● Alliance Group
● BabichWines
● Cherri Global
● Future Cuisine
● Zealong Tea Estate
● Rockit Global

NZ Food Basket companies exhibiting at the Alibaba Expo in Auckland earlier this year.

A coalition of 18 top New
Zealand food and beverage
exporters has been brought
together with support from

government agency New Zealand
Trade & Enterprise (NZTE), to propel
New Zealand’s leading brands to
consumers in China.

The coalition, known as the NZ
Food Basket, promotes over 200 dif-
ferent products — from leading New
Zealand exporters across meat, sea-
food, produce, dairy, cereal, spreads
and beverage — on Alibaba’s Tmall
e-commerce platform.

Alibaba is the world’s largest retail
e-commerce company, and its Tmall
platform is China’s largest onlinemar-
ketplace — which the company says
has over 600 million users. This
initiativemakesNewZealand the first
country to open its own flagship store
on the platform.

Tmall’s enormous reach in China
— including to a rapidly increasing
number of consumers outside the
top-tier regions — makes it one of the
preferred gateways into the China
market for foreign brands.

The initiative came about when

the companies involved noted they
shared many of the same challenges
in China — including cost, complexity,
language barriers and a lack of local
e-commerce expertise— and could be
a lot stronger if they pooled their
collective knowledge and worked
together.

At the signing ceremony for the
initiative earlier this year, Alibaba’s
managing director for Australia and
New Zealand, Maggie Zhou, said in-
creasing the brands’ recognition in
China would help participating New
Zealand companies gain greater influ-
ence over the positioning, pricing and
distribution of their products.

“Together, we want to help these
brands deepen their engagement
with the Chinese consumer, so
shoppers in China can gain a greater
appreciation of the premium high-
quality products that New Zealand
offers,” she said.

Alibaba’s New Zealand Country
Manager, Pier Smulders, has been the
primary lead for Alibaba on the NZ
Food Basket initiative.

He says: “New Zealand carries a
strong country image for high-quality
and safe food products. Alibaba
Group is delighted to be partnering
with the New Zealand Food Basket
to showcase a range of unique Kiwi
brands on our Tmall platform.

“This is an exciting opportunity for
New Zealand brands to engage
directly with Chinese consumers and
is an outcome of our working re-
lationship with New Zealand Trade &
Enterprise.”

Nicola O’Rourke, chair of the in-
itiative, says the Food Basket
provides an opportunity for NewZea-
land brands to capture sales revenue
and consumer insightswith thedirect

B2C model. It provides greater ability
to control pricing, build brand aware-
ness, establish a direct relationship
with consumers and access sales
data.

“It will significantly improve our
reach and shorten the supply chain
in a way that each brand couldn’t
achieve alone,” she says.

NZ Food Basket says the goal for
its first year is to focus on
implementing and improving the
business model, establishing good
governance and management, grow-
ing the membership of companies in
the initiative, building brand aware-
ness and gaining visibility in a
crowded e-commerce market.

It is already seeing early conver-
sion rate success fromsite traffic,with
the averagepurchase price on the site
around 200 renminbi (NZ$43) and

average units per purchase at 2.5-3
units across brands.

“This is hugely encouraging as it
indicates the concept of the Food
Basket is working, and consumers are
being exposed tomultiple brands and
products from New Zealand when
visiting the site,” says O’Rourke.

In the second and third year, the
Food Basket plans to focus on
targeted investment in on-and-off-
platformmarketing activities to drive
sales growth.

These will include livestreaming
events, the use of key opinion leaders
(influencers), domestic campaigns
targetingNewZealand-basedChinese
and inbound tourists, Tmall platform
campaigns, and promotion through
social media platforms, websites and
Chinese festivals.

O’Rourke says the collaborative
nature of the project means brands
can be cross-promoted, generating
exposure across products on offer.

“We are pleased to see the benefit
of the store with 1200 units of one
product sold out in two minutes
versus normal sales of 200 units per
month, following a promotion involv-
ing a key opinion leader,” she says.

“Even more significant is the bene-
fit the rest of the brands that are live
on the store received from the pro-
motion of this one brand, with an-
other supplier selling 100units purely
to consumers who came to the store
for the promoted product and discov-
ered another brand sitting alongside.”

O’Rourke says though it is still
early days, “these results show the
power of bundling premium New
Zealand products together and
leveraging the marketing of all the
brands to drive traffic to the store for
the benefit of all.”



WITH THANKS TO OUR PARTNERS

The discovery of agriculture was the first big step towards a civilised life.
- Arthur Keith“ ”
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Target: One Billion Trees
Forestry NZ head Julie Collins tells Bill Bennett the
Government’s goal is ambitious but achievable

and awinning target inmanyways

Forestry Minister Shane Jones, Head of Te Uru Rakau (Forestry New Zealand) Julie Collins and Director-General of
MPI Ray Smith on a 1300ha sheep and beef farm that includes 520ha of forest.

A t first take, the Govern-
ment’s goal to plant a billion
trees in the 10 years to 2028
seems ambitious. Julie Col-

lins, who heads Te Uru Rākau (For-
estry New Zealand), the organisation
leading the programme, says it is an
achievable target.

“Current planting gets us half way.
Traditionally the commercial fores-
try sector has planted about 50
million trees a year. This ismainly the
exotic forests that are replanted after
they are harvested. On top of this we
estimate that between five and ten
billion native trees are planted each
year by small community groups,
local councils and other activities.”

Collins says to reach the Govern-
ment’s billion tree target we need to
plant an additional 230,000 to
430,000 hectares of new forest.

To put this number in perspective,
today’s commercial forests occupy 1.7
million hectares.

Collins says we’re only taking it up
to just over 2 billion hectares. At the
end of the programme about three
percent of New Zealand’s existing
grassland area will be planted some
form of trees.

Muchof thiswill be less productive
farmland.

“There’s a lot ofmarginal grassland
in the back country, much of it is
uneconomic for farming or grazing at
the moment,” Collins says. “There are
opportunities there for farmers to
convert that land either to regenerate
native forests and get carbon credits
or to plant manuka for honey. They
could also grow pine for cropping”.

Though the billion tree pro-
gramme is an opportunity to expand
the commercial forestry estate and
that will happen, Collins says the real
aim of the programme and the gov-
ernment funding behind it is to help
landowners re-integrate trees back
into the landscapes. Much of the time
this will mean native trees.

“Re-integrating trees this way
brings a number of win-win benefits.
It improves water quality, improves
bio-diversity and creates shade for
livestock.

“This, in turn, means better animal
welfare and improved production.
There’s also a carbon benefit. This is
the sweet spot for New Zealand, it
means producing food and planting
trees can go hand in hand. It’s not a
question of either-or”, she says.

In thecaseof sheepandbeef farms,
Collins says in a lot of cases there are
steep gullies with streams coming
down themiddle. That’s land that isn’t
great for animals but is ideal for trees.
“There are opportunities for livestock
and dairy farmers to make sensible
decisions about retiring areas where
there is poor water quality or where
things don’t stack up economically
and getting some tree cover.”

About half of all trees planted, or
replanted, in New Zealand each year
are commercially grown radiata pine.
This is the main commercial forestry
crop and it doesn’t attract a subsidy.
Collins says the forestry companies
are looking to expand their commer-
cial planting areas. Here, themain role
of Te Uru Rākau and the billion tree
programme is to reduce barriers to
planting.

The One Billion Tree fund, says
Collins, is an incentive using govern-
ment money to encourage more tree
planting away from commercial for-
estry. It has a target of adding an extra
60 million trees over the next three
years. Collins says the aim is for land-
owners to integrate these trees into
the environment. She says at least
two-thirds of the trees planted under
this scheme will be natives.

There are two parts to the fund.
The first is $180 million tree planting
fund. It gives landowners a financial
incentive to plant trees and helps
remove barriers such as planning
whichmay have stopped them plant-
ing in the past. This has now been
running for six months. Collins says
to date there have been 81 grants and
61 of these include native trees.

The remainder of the government

money is in a Partnership Fund, Col-
lins says this is for more complex
initiatives. One of the projects it
supports is the Tōtara Industry Pilot
in Northland.

“This is an area where tōtara is
almost a weed. The trees spring up
everywhere, but the stock don’t like
eating it. We are trialling a way of
looking at managing the output so it
is sustainably harvested.”

Te Uru Rākau has a case study
from Northland where milled tōtara
has been used to renovate an historic
church in Matauri Bay. Collins says
the renovation shows there is poten-
tial for tōtara.

This is a key to the partnership
fund, there is support for people who
want to experiment with finding vi-
able uses for natives like tōtara and
kauri, as well as for exotic species like
redwood or durable eucalyptus.

There is also $6.6 in financial sup-
port for the Trees that Count pro-
gramme. This is an online market
where people who plan to plant local
trees can connect with corporations
and philanthropic organisations. The
government money is to help the
programme scale up to encourage
more native tree planting.

Collins says radiata pine is great for
sawmills where consistency is im-
portant, but when it comes to future
landscapes and the environment
morediversity is important. So far $36
millionhas been spent onpartnership
projects, of that $26 million has been
for initiatives involving native trees.
Some of this has gone on restoring
existing or previous plantings, other
money has been spent on projects to
help nurseries produce native seed-
lings more efficiently.

Collins says the commercial exotic
nurserieshavealreadydemonstrated
they are capable of quickly scaling up
to meet the extra demand for seed-
lings. “They have been producing 50
million seedlings a year for the com-
mercial exotic forestry sector. We
estimate this year they have grown
around 71 million seedlings. We
alwaysknew itwas going to beharder
for the native side and that we would
need to create more support for the
native trees.

“There’s been a lot of interest in
expanding native tree nursery cap-
acity, but the people in this area need
support. We’ve been working with
them on issues such as managing the
biosecurity aspects of their oper-
ations and about helping them im-
prove their business practices. The
companies tend to be small and need
advice on things like contracts and
so on.

“We aim to make the industry
more robust. We’re also working with
themon ideas likemoving away from
using plastic for seedling containers
to paper-based containers.”
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Chinese appetite for NZ lobster
Fiordland Lobster
● Fiordland Lobster Company began 30 years ago, when 15 Fiordland

fishermen formed a partnershipwithMtMaunganui Seafoods, whichwas
then pioneering live coldwater lobster exports to Japan.

● Fiordland Lobster Company is responsible for 35 per cent of the New
Zealand industry for this species of lobster. The company’s growth strategy
has seen itmove beyondNew Zealand shores and into Australia —
Tasmania, South Australia, andVictoria’s coastlines all have the same
species of lobster. The company has been present there for seven years, and
its operations nowmake up around 20 per cent of the Australian industry
for the species.

● Nowadays, China is Fiordland Lobster Company’s keymarket. This year it
expects it will send around 1.5million live lobster to China, bolstered by a
rebrand of its product and innovation throughout the supply chain. Its
success in China saw it take out the supreme award at the NZ China Trade
Association (NZCTA) Business Awards lastmonth. It was also thewinner of
the New Zealand Trade & Enterprise award for trade between China and
New Zealand.

From top: Fiordland Lobster uses helicopters to transport its product; the
company was supreme winner at the NZCTA Business Awards; the lobsters
are tagged for traceability.

Fiordland plans to
be themost
innovative firm in
its sector writes
Tim McCready

B etter known in New Zealand
as the crayfish, the New Zea-
land rock lobster are found
throughout coastal areas of

New Zealand. Unlike many subtropi-
cal or tropical lobsters which have
very soft flesh, the cold-water New
Zealand lobster has flesh that is sweet
and firm, making it suitable for serv-
ing in a variety of ways. It also looks
like a red dragon — a symbol of
prosperity and luck in China.

Fiordland Lobster Company is
New Zealand’s largest exporter of live
rock lobster — sending about 950
tonnes offshore each year.

The company obtains its lobster
from suppliers in both the North and
South Islands, with around 85 per
cent of the catch from the South
Island, and the remaining 15 per cent
further north — particularly off the
Wairarapa coast and Mahia.

The lobster are transported to the
company’s export facilities — either
by helicopter (from the Fiordland
region) or by insulated trucks — ready
to be air-freighted offshore. The fast
export, receipt of product and on-sale
toChinese consumers has beenmade
possible because of the increase in air
services between China and New
Zealand.

Chief executive Alan Buckner says
though the quota management sys-
tem means export numbers of the
New Zealand industry can’t grow,
good sustainability practices mean
the company can have certainty
around availability when it is
required.

“But those sustainability practices
also provide scarcity,” says Buckner
— and it is that scarcity and the
lobster’s use for special occasions that
results in a huge price elasticity for
the product.

“Sales into China peak in the two
weeks Chinese New Year is cele-
brated.Other keyevents likeMayDay
celebrations and lucky days in the
Chinese lunar calendar also see sales
pick up dramatically,” he says.

Such a dynamic sale price means
Fiordland Lobster Company is con-
stantly resetting the price paid to
fishermen, based on what is
happening in the marketplace.

“It’s a high value, highly perishable
product. We manage the inventory
between boats and marketplace via
pricing,” says Buckner.

Technology to target consumers
To take advantage of the lobster’s
unique attributes, Fiordland Lobster
Company recently rebranded its pro-
duct — from “Kiwi Lobster”, which has
been in use since the late 80s — to
“Wild Legend”: a legendary product
that is caught in the wild.

The company’s new branding has
been used for its front-facing con-
sumer work: selling cross-border
directly to restaurants, online
through e-commerce giant Alibaba,
and in the Chinese online-to-offline
supermarket chain Hema — also part
of the Alibaba Group.

To date, the majority of Fiordland
Lobster Company’s lobster volume
has been imported directly by tra-
ditional wholesalers in the large, af-
fluent tier-1 Chinese cities, who then
on-sell the product to distributors or
directly to restaurants. But the use
technology is helping to connect the
Wild Legend lobster directly with the
companies and customers who will
ultimately use and consume the pro-
duct.

“We think that there will be a lot
more activity going forward directly
to restaurants and event manage-
ment companies,” saysBuckner. “This
will progress over time — and it is
technology that is driving it.”

Through its WeChat channel,
Fiordland Lobster Company is able to
bring its lobster to the attention of
potential buyers, sharing the com-
pany’s story, images, and demonstra-
tions on how to cook and consume
the lobster. These moves are an in-
tegral part of the company’s new
mission, which Buckner says is “to be
themost innovative lobster company
on the planet”.

“Keeping up with the curve in
terms of technology — and being
better connected to the consumer —
provides us with an opportunity to
improve the profitability of the entire
industry,” he says.

“Because we’ve had to become

adaptable with the changing market-
place in China, it has really pushed
innovationas akeycomponentofour
company culture.”

Buckner says that this innovative
culture is evidenced in all compon-
ents of the business.

Traceability and supply chain
Traceability and authenticity of food
is becoming increasingly important —
particularly in China, and is an area
benefiting from Fiordland Lobster
Company’s innovation drive. By tag-
ging its lobsters with QR codes,
consumers can scan the tag to be
directed to the company’s WeChat
presence, and learn more about the
integrity and origin of the product.

Buckner says the company has
plans to extend the technology:
“Eventually, we can imagine each
lobster having its own unique QR
code, which will tell consumers
where and when each lobster was
caught — what coastline, what boat,
and how it got to China.”

The company is about to embark
on a blockchain trial in conjunction
with ASB Bank and Mainfreight, to
further strengthen supply chain
traceability and transparency of its
product.

Another area of innovation the
Fiordland Lobster Company is work-
ing on is the optimisation of its cold
chain, including the relationship
between humidity and temperature
to improve the welfare of the lobster.

It is also considering sustainable
alternatives to replace polystyrene
containers in the supply chain,
trialling products derived from plant
matter.
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