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“People outside of farming
do not realise that your
whole life is consumed
by farming — day in, day
out. After six years in the
industry, | am not certain |
want a farm now. With the
low returns, environmental
Issues, weather and
biosecurity risks, long
hours, animal health and
welfare challenges, why
would you do it? That said |
am PROUD to be a farmer,
a food producer, and |
welcome people to come
and visit my farm.”
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For the first time this vear, we held two
grassroots roundtable conversations i
addition to our usual induslry leaders’
discussions. We invited good farmers,
net those good farmers that <it ¢n
boards (although they may de i the
future), but farmers thal are ambitious
and currently focused on growing
successtul, sustanabie businesses The
discussions were fast-paced and sharp,
and were encapsulated in the preceding
quote. Working in the agri-tood sector 15
hard it takes over your life, you hate 1t at
bmes, but you are going 1o keep domng il
hecatse yvou love the challenge and arc
passionate about producing high-quahty
foad for customers around the world

The problem is that the malcity of
Mew Zealand community has ne
knowledge ahoul the comple«ites

of running a farming business. Qui
customers are rarely, 1l ever, exposed
10 the passion of the pecple thal Growy
the foad that they pay a premiam fo
Our reguialors are o locused on the
minutiae of thelr rules that they nuss
the bigaer picture, and fal 1o recogmeae
hows Lhen actions Ipact the Bealth an
wetlbemg of tual commucnities

The mamsirean nanative aiound the

CHNTAry SEC1on s nearly aly negative
I ieels ke a newsioal of ervircnmentai
neglect, Hrvers making big profits

dmals misireatscl, inceme crasiy i

disasticus mMvestments, disease
spreading out of contrel, water beng
teo dirty to swim in, people getting
sick from eating food. We all reCoynISe
hese stories and our hearts sink when
the latest tleration breaks, as we know
the media walt milk 1t for a few days
Thatis one of the drawbacks of Iving
N this beautitu! place 2t 1he botlon:

of the earth, where there are fevy big
happenmngs to report on, and mole hils
can guickly hecome mountaing

The quality food, fibre and tiviber baing

created by thousands of farmers, prowers

and producers around Mew Zealand every

single day s rarely, if ever, celebrated

The contributions that larmers mat o

0 the local communities and o

New Zealand go largely unnoticed and

recognised. The investments that the

mndustry has made (o better manage

e ampact on our land and water are

cisnessed as beng msulficient, rather

than bewig acknowledged for the seale
what his been achieved to dale

The reality s that the agrfood sector i

the ble blood of MNew Zealand It creales

veealth the country year in, year cui
The vade porfohe of praducts we arow
and sell to the world mieans 1har even
Padovwin year for dary prces, (hare s
vsually anslher sector naving a good
vear which 15 able o sten up and hil st
Croe ol e ravenue shoo il




[L1s not like tourism, where an economic
downturn or terrorist attack stops people
travelling and the export receipts quickly
dry up. 't is not like oil and gas, where
once the resource has been extracted
and sold it is gone forever. It is not like
property, where we trade buildings
amongst ourselves and gross up both
the asset and liability sides ot our
Lalanee sheals Linlike all those other
sectors, food, fibre and timber generate
sustainable revenues yoar after year and
will always do so as people will always
need suslenative

Ihe natrative atound e conlnlaation
that the agri-foor sector makes fo
New Zealand should be considerably
more positive than 1t 1s Itis this sector
that pays for the schools, roads and
hospitals that the whole community
relies upen.

The industry needs to
act now to take back
the initiative, and ensure
that the world starts
hearing the great stories
that we have to tell.

Selecied export receipts — Year to December 2077

Fish and seafood $|8D

Wine $1 7D
Fruit $27D

Other agri-f«

Timber and
wwood products

Meat and edible offal

Travel and transporl
{including tourism)

Dairy products $M'{]D

Source: Statistics New Zealand Goods and Services Trade by
Country: Year Ended 31 December 2017 - selected industries
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Why is now the time
to tell our stories?

The unbalanced narrative around the
sector has reached a point where

it can no longer be ignored as an
inconvenience or an annoyance. It is
putting the sector at risk. It is putting
the contribution the sector makes to
New Zealand at risk. The message
came through clearly during our
roundtable conversations that the
2017 General Election highlighted
how close the industry has come to
losing its social license to operate.

However, it is not only the threat

to the social license that should be
focusing the industry on taking back
the narrative. It is also about how
customers perceive our products in
comparison to a competitor's offering.
The provenance story that underlies a
product contributes to how its value
IS assessed, The positive stories we
weave around a product can appear
to be simply spin, when the customer
makes a Google check and discovers
nothing but bad news about the
industry. They question our integrity.
They question the provenance. If
they do buy, they pay a lower price.
The predeminant narrative around
the sector is costing our farmers,
growers, processors and their supply
chain partners real money every
single day. It is costing New Zealand
and all New Zealanders real money.

The reality facing the industry is that
the threat of eroded value, caused by
negative narratives, is growing every
single day. As we have discussed

in previous Agendas, the traditional
value chain flowed lineally: from input
suppliers, through the farmer to the
processors, and ultimately to the retailer
and the end consumer of the product.
The bricks-and-mortar controlled by

the retailer was the only point that the
consumer interacted with the product,
and this experience was carefully
managed by the retailer to ensure that
they captured the largest share of
margin available from the value chain.
Much of the time, the consumer had
limited knowledge about the original
source of the product they were buying.
Given that, what was happening in the
source country had little impact on their
perception of the product or its value.

However, it has become increasingly
clear to us that the traditional
concept of a lineal value chain is
rapidly being replaced by a much
more complex 'value web’ that is
built around satisfying the needs of
a consumer. Technology has eroded
the previously-held power of the
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retailer. Now every participant within
the value web is able to develop
direct connection with any other
participant, including the consumer.

Given that the consumer sits at the
centre of the web, every participant
organisation should be focused on
understanding their expectations for a
product. Obtaining this understanding
will enable them to maximise their
contribution to delivering a high-value
product; and in turn, be rewarded
with a share of the margin reflecting
this. In other words, they will be
rewarded for what they bring to

table, rather than simply due to their
position on the lineal value chain.

Meanwhile the consumer is also
seeking information about the product
they are being offered, and is seeking
out a wide range of information

before they make a buying decision.
Uncertainty around the sustainability,
efficacy, safety or quality of one product
in comparison to another will make

the buying decision easier for the
consumer. The unbalanced narrative
puts New Zealand's agri-food sector at
risk. The need for organisations to raise
their game and ensure that their stories
are told in a way that satisfies the
customer’s requirements is more critical
today than it has ever been in the past.

So how does the industry
tell its stories?

One industry leader that | met recently
suggested that the agri-food sector does
not need to tell stories. It simply needs
to tell to the truth. His view was that in
today's world of fake news and unreliable
facts, stories are simply works of fiction
to many consumers. His argument has
merit. It may no longer be enough to
wax lyrical about the natural environment
the product comes from, the production
systems used to produce it, and people
responsible for growing it. While each of
these elements are important, they do
not tell the whole story.

»

Trips our team have taken around the”
world over the last few months, some
of which are described in this year's
Agenda, have highlighted to us that
consumers want more than poetry in
their story telling. The stories they want
to hear are articulated in a series of
verifiable attributes that can be attached
to a product as it is grown, processed,
exported and ultimately distributed

to the end consumer. Every step

in a production process has the
potential to add attributes to a product
that consumers may find valuable.

For instance, the cultivar or genetics of
a particular plant or animal could be an
attribute. The soil it is grown in, the way
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water is utilised, or how the environment
is managed can all be attributes. The
employment conditions of people
involved in the process can be attributes,
as can the channels through which a
product is exported, or the technology
deployed to verify its provenance.

The specific attributes that are important
to a local community, an individual
consumer or a speacific market will vary;
depending on their particular interests
and values. However, an attribute will
only be valuable to these stakeholders if
it can be verified. This puts the truth at
the heart of any story being told. When a
local community can verify what is really
happening within a farming system, it
gives them confidence that the natural
environment, water and animals are
being used in an ethical and sustainable
way. It will also assure a consumer that
the provenance of a product is intact,
and it has the attributes they would
expect given its premium price point.

2Se COou Ve ed
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the sector.
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Ultimately, specific businesses
will identify and develop the suite
of attributes that best suit the
needs of their product, based upon
a deep understanding of their
customers’ needs.

As more companies embrace the
principles of integrated reporting (IR)
~and consider their performance

in a wider sense than just profitability
— we expect the attributes that
companies choose to focus on

will increasingly align with a more
comprehensive approach to business
reporting. The inclusion of attributes
within an IR framework enables
companies to better articulate the total
contribution they are making to their
community, as well as being transparent
about their opportunities to do better.

Given that the agri-food sector has
faced a regular barrage of criticism

in recent years, much of it unjustified,
this represents a real opportunity.

The great thing is that most in the
industry are already doing what is
needed to provide their products with

a compelling attribute-based story.

The industry now needs to front-foot
this, obtain the necessary verification
and take the lead in telling its stories in
a factual way, but with the true passion
that exists across the sector. This is

the only way to take back the initiative
and firmly regain control of the narrative.
Articulating the attributes inherent within
products will provide accurate stories to
counter those based on half-truths and
perceptions that have dominated the
conversation for far too long.
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