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It might be interesting to begin this session by considering some of the reasons people choose to become farmers and dairy farmers in particular.

The list of reasons is likely to include:

· a desire to be self-employed.

· the ability to build equity quickly.

· enjoyment of the outdoors or working with animals.

· combination of business and lifestyle that involves the whole family.

· the challenge and variety of dealing with something different everyday.

· the opportunity to be part of a large diversified team that develops skills as varied as 

    finance, business management, applied science, human resource management,   

     marketing and communication.

· satisfaction of reaping rewards for effort put in.

· flexibility to manage time inputs, within certain constraints, to suit family time demands.

· don’t know how to do anything else.


As we progress through this session, remind yourself what attracted you to dairy farming.


What does this have to do with sustainability? What do we mean when we talk about Sustainability? The dictionary definition of sustainability reveals a generally negative explanation. The Collins English Dictionary defines sustainability as: to hold up under; withstand; to undergo; suffer; to maintain or prolong; to provide for or give support to. 

The Concise Oxford Dictionary isn’t much better:  to bear weight of; keep from falling or sinking; enable to last out; keep from failing; give strength to; encourage; endure without giving way; keep going continuously


Neither are very inspiring. Sounds painful, in fact. So what would your definition be?


For me, sustainability is about continuity and longevity, about ensuring we have a future that we can look forward too, that we believe will be good as or better than the life we have today. It is about building a business that generates wealth and happiness for us and our families. A business that incorporates and enhances the values we hold dear and that encompasses financial health, physical and emotional well-being, social awareness and environmental responsibility.


I don’t profess to be a technical expert on any of this but what I would like to do is to explore sustainability in the context of four critical areas of our businesses: the marketplace, the people, the profits, and the fun.


I hope to illustrate, with examples, the importance of image and perception to this whole question of sustainability.

The marketplace


There is no doubt that the most important person to all of us, as agricultural producers, is the purchaser. Without purchasers, we don’t have a business. In the value-added business that our industry is moving towards, profits increasingly come from the price paid by large supermarket chains for our products. The power in capturing the consumer dollar, definitely rests with these Supermarkets. They are the direct link between the purchaser and the food processor. They have the ability to exert enormous influence over consumers’ purchasing decisions.


Supermarkets are not small, family-owned businesses. They are large public listed companies with shareholders who demand a return on their investment. They are expected to perform profitably and are ruthless in their demands upon suppliers. They recognise they can save an enormous amount of time and money by dealing with fewer and larger suppliers who can supply quality product all year round. And, they are seeking to become even bigger and more powerful. For example, 

· the French-based supermarket chain Carrefour, has more than 1 000 branches in 20 countries and 50 of those operations are in Asia. 

· Ahold has 3 000 stores world-wide and has doubled in size since 1992.

· In the UK, more than 65% of the food retail sector is controlled by four large supermarket chains, chains such as TESCO.

· In Australia, just two chains control 80% of the food retail sector.

· Wal-Mart is tipped to be the first food company to achieve an annual turnover of more than a trillion dollars.


This trend towards globalised supermarket chains is predicted to continue to the extent that ultimately, there will be just ten major food retail businesses in the world.

Despite this trend towards globalisation, the competition between supermarkets is still very intense and every opportunity to differentiate themselves through food quality issues is developed.


Consumers have a huge amount of choice today, so in order to get them to choose our products, we must ensure:

· the price is right.

· that we have a presence on the supermarket shelf.

· that we have addressed their concerns and perceptions regarding food safety, animal welfare and environmental issues.


In response to the increasing power of the retail giants, our competitors are also merging, to the extent that since Jan 1988, there have been almost 600 major acquisitions, alliances and JVs in the dairy business world-wide. The formation of Fonterra was just one of these.


This means that if we cannot meet the demands of the market, you can be sure a competitor will.

Image and perception


Our livelihoods are dependent on people’s perceptions of dairy farming, whether it be as consumers, as customers, as employees, as advisers or lenders. 


Image and perception are everything.


One of the most interesting things about perception is that two people can look at exactly the same thing, and see two different things. For example, what image would a “real Kiwi man” conjure up if he were asked to describe a beautiful, sexy woman? To a man from Eastern Peru or Southern China, these same images would probably be pretty scary. Their perception of beauty is something quite different.



Your perception of what you see, is a function of what you believe you see or hear or feel or smell or even taste.


What you believe you have observed is often a function of your culture and your environment - what you have been taught to understand as right from wrong or even, simply what you want to see.


Think about a meat market in Asia. The only way that multitudes of Asians buy their meat is fresh, off the hook, unrefridgerated, hanging in the open air with a million flies flying around, cigarette smoke everywhere and no sign of insect screens, ice or plastic gloves. This is totally repugnant but is the only way many Asian consumers would buy their meat. It had to be fresh and the warmer the better.


Another perception difference: Our perception of fresh and tasty is quite different from that of the customers in the Asia meat market, simply because of our background, the culture we have been raised in and what we have been taught to be right or wrong.


While these examples seem extreme, and they are, the point is that as producers we cannot presume to impose our perceptions of what constitutes fresh or safe food upon our international customers. We cannot presume to believe that what we consider to be acceptable animal welfare or environmental practices will be acceptable to our customers.


Take food safety for example. None of us in New Zealand can begin to understand the emotion that surrounds Foot & Mouth disease, BSE, Ebola or Salmonella, yet in Europe, it is a very real concern. We take food safety for granted - but in Europe, in the USA and even Asia, consumers are demanding guarantees that the food safety disasters in various parts of the world will not occur again. We cannot afford to be blasé or cavalier about this issue. Our customers certainly are not and if we want to continue to supply these mature, high value markets we will need to address their concerns and comply with their food safety standards. This will no doubt add time and cost to our production systems, but the supermarkets and customers do not care about this - they just want safe food.


Animal welfare is another area of concern for many consumers and supermarkets use this concern to differentiate their products from those of their competitors. Again, animal welfare is largely about perception.


It may seem cruel to some of us that animals are kept indoors for at least six months, sometimes even 12 months of the year, in small concrete cubicles with their tails hanging over the edge onto muck-covered floors. Would we consider that such a cow was comfortable? Does this seem right and natural? However, the perception of many European and American farmers is that it is far better to do this than force the animals to graze outside. It doesn’t seem fair to hear New Zealand farmers criticised for their barbaric animal welfare practices. And they (European and American farmers) willingly pass this perception on to those consumers who wish to know about it, particularly if it means they can remove us as a low cost competitor from their market.

The criticise New Zealand farming practices in such things as:

· tail docking.

· inductions (even though the alternative for a late calver or MT cow may be death).

· dehorning without anaesthetic.

· winter strip grazing.

· lack of shelter from wind, heat and rain.

· distances walked to and from the dairy shed.

· leaving dead stock and bobby calves on the side of the road for collection.


In New Zealand, we understand the significance of these practices and I’m the first to admit that some of them form the basis of our lost cost dairying system. But we need to be far more careful how we promote our image and make sure we actually do practice what we preach.


Anchor butter has historically run a very successful advertising campaign based on our clean green image. A TV commercial shows a cow and a calf in a lovely green field, sunny day, tail swinging in the air - the theme is “Free Range.” Consumers love it.


But a recent BBC documentary called “Landmark” played on Scottish TV, asked some very pointed questions as to exactly how clean and green our industry really is and how sustainable are the practices we employ in the face of increasing consumer criticism.


The reporter stated during the programme. “So, with the reality markedly different from the image, and New Zealand on the brink of adopting GM technology, can the industry justify the continued promotion of the rural idle?”
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Naturally, the environment is another area that consumers care about, especially in Europe. 


Issues such as: water quality, effluent disposal, pest control, habitat protection, smell and visual pollution can create enormous problems for farmers if consumers perceive they are abusing the environment. 


The same “Landmark” documentary focussed on the water issues in Canterbury, highlighting the quantity of water being used by the industry through irrigation, and questioning the impact on water quality through leaching and contamination. The reporter also questioned the independence of research being conducted into these issues when it is funded by the industry itself. The report concluded with this sobering warning. “Sure, they're subsidy-free, they’re successful, they’re smug. But as the milk millions multiply, so will consumer questions.”


As you are all well aware, the media and local interest groups are very quick to support any outpourings of concern over “unfriendly environmental” practices, especially if they believe the public is being denied something they have a right to enjoy.


All this, it is largely about perception. For instance, the badger is a known carrier of TB in the UK and many herds are decimated by this disease. Despite this, badgers are a protected species and there is absolute outrage if the farming fraternity suggests they be destroyed to protect their livelihoods. The consumer's perception is that the badger is a cute wee animal that needs protection.

 
As primary producers who export 95% of our product to increasingly sophisticated markets, we must be careful about how we promote our clean, green image. 


The power of the media is profound. We cannot afford to let a competitor or well-intentioned activist destroy our place in the market by publicly refuting our claims of clean and green with evidence to the contrary. 

We must either:

· educate the consumer as to why animals are farmed this way so that our practices become more acceptable or

· change some of these practices and acknowledge the concerns of the consumer.

The people


What about the people we rely on to work with us in our businesses?


One of the biggest challenges we face today is a shortage of skilled labour. In my view, there are three main reasons for this:

1. The image of the industry as a fair and rewarding employer is poor.

2. Until recently, the image was pretty close to reality in most instances.

3. Farmers are generally reluctant to ask for help to improve their skills as employers. Their do-it-yourself attitude, coupled with the traditional reliance on the goodwill of family, has meant that many farmers, faced with the need to employ more and more labour as their enterprises grow, find they do not have the skills or resources to manage people and get the best out of them


How do we address these issues?


The first step is to ensure that, just as we continually try to improve our skills in business or financial management, we must take opportunities to upskill ourselves in the practice of personnel management. There are a number of workshops and seminars being offered by organisations such as AgITO, Agriculture New Zealand Limited, Dexcel and other private providers that focus on how to be a good employer.


It is important that if we are to get the best out of our team, and ensure that our working environment is positive and achieving the results we want, we understand:

· our own personality first.

· the personalities of our employees.

· the learning styles of our employees.


Understanding personalities is not just about putting people into a box that defines them as being either a “D” or an “I” or whatever. It is more about understanding what motivates them, what drives them - establishing what the needs, goals and aspirations of each person in the team are and how they align with yours and with others in the team. If, as an employer, you are aware of these things for each employee, then you have a much greater chance of creating a working environment that meets everyone's expectations. The key to being a good employer is really down to common sense. If we adopt the old adage, “treat others as you would want to be treated yourselves” or perhaps, more appropriately, “as you would want others to treat your children,” then you will not go far wrong. And joining with other employers to develop minimum employer standards is a positive way to spread the word.


The image of the industry also needs a boost. It is disturbing that we continue to allow our industry to be portrayed as one that demands long hours for poor pay and poorer working conditions. We should all accept some responsibility for changing this image. In what other industry can a person continually develop their skills on the job, to such an extent that they can achieve a management position on a medium-sized farm, earning $50 000 pa, with the opportunity to generate half a million dollars worth of equity in just five or six years. It does still happen.


You only have to look at the success stories of winners of farming competitions such as the Sharemilker of the Year to see that it can and does happen. We should advertise these success stories more widely, particularly to those bright, enthusiastic, young people willing to work hard and commit to learning and recognise the opportunities our industry can provide for them. As employers we need to nurture these people, provide them with the opportunities to learn and ensure there are pathways available for them to achieve what they want.


It is interesting that a survey of farm employees, asked to prioritise the most important criteria for them in selecting a job, did not list the quantum of the salary as number one or even two or three. 

The most important criteria when selecting a farm position were:

· working and living conditions.

· time off and hours of work.

· communication with the farm owner.

· salary.

· opportunities for personal growth and development.

· a clear career path .

· recognition for a job well done.


Again, this list is probably not too surprising in that it would not be too different from the list you, or your children, would write yourselves.


It is important to acknowledge that farming does not escape the impacts of stress on people. A recent survey or farmers and farm workers in Southland revealed that:

· lower back problems were a common complaint with 55% of respondents experiencing pain within the last 12 months. Most of these people had not had time off work.

· a degree of mental health problem was found in 20% of both men and women who participated in the survey.

· overall alcohol consumption was common among 88% of respondents with consumption by 14%, high enough to suggest an alcohol use disorder.

· of farm workers, 47% scored highly enough to suggest an alcohol use disorder, with this rate increasing to 57% amongst 15 - 24 year olds.


These are issues that we as employers must be aware of and deal with. The recently introduced obligations of employers to provide a stress free working environment means we must recognise and deal with the symptoms of stress. 

These symptoms could include:

· depression and detachment.

· anger, frustration or bitterness.

· sleep disturbance.

· feelings of inadequacy or apathy.

· lack of motivation.

· increase in drinking and / or violence.

· marital or other family relationship problems.

· withdrawal and isolation.


It is well recognised that those who are least at risk of suffering from these symptoms are those who get off the farm and take the opportunity to become involved in outside activities. The break from the pressures and the support offered simply by being able to discuss and share concerns with others is invaluable. It follows then, that as a good manager of people, we ensure that all our team, including ourselves, are provided with enough opportunities to get away for a while to clear the mind and relax. It is no coincidence that the word “recreation” can also be pronounced “re-creation.” 


A final comment around why we must ensure that the industry develops a sustainable attitude towards it’s people - Unless we encourage more young people to become involved in the industry, not only will our workforce be depleted, but the pool of potential purchasers for our businesses is also reduced. That could ultimately mean that the value of our business diminishes and all our efforts to create wealth are dashed, through the lack of understanding and foresight around the need to invest in people, to secure a sustainable future.

The profits


I don’t want to spend too much time on this. I'm sure that none of you have got where you are today without understanding the importance of profit to the sustainability of your business. Basically, without profits, our businesses eventually fail.


Profit is a long-term concept. Anyone can make a profit in the short term if they cut spending and gradually run their business down.


Because of the volatile nature of the returns we earn as dairy farmers, and because there is a fundamental need to continue to invest in the business to sustain it’s income-earning potential, it is important that we take a long-term view to cashflow forecasting, budgeting, investment decisions and growth.


Profit happens because it is planned - not because it is automatic.


It is true what they say, “that most unsuccessful businesses do not plan to fail, they fail to plan.”


And it is also true that, just like feed budgeting, it is harder to successfully manage a surplus than it is to deal with a deficit.


The key to profitable farming and successful planning is to develop a long-term view of where your business is heading, say a ten-year view.

Again, ideally this plan should identify:

· the annual cash surplus from operations.

· the debt servicing ability of the business.

· the borrowing capacity of the business.

· expected taxable income/tax payable.

· cash surpluses after drawings / tax and debt repayment.


It can also be used to target and measure key performance criteria such as:

· FEW as a % of GFI.



· EFS.

· Return on Capital.

· Growth in Equity.


Once this plan has been developed, it can be used as a living document to continuously monitor your performance against the targets you set yourselves and measure the progress you make against your goals. It can be used to compare and assess the viability of many different investment options, continuously benchmarking against the targets you set and the status quo position you are currently in. It can become one of the most powerful tools in your resource kit and if developed in conjunction with others interested in seeing you succeed, (such as your banker, farm adviser and even your senior managers), will become the focal point of the vision for your success. And it gives all the stakeholders in your business the confidence to stay involved.


It will allow decisions to be made in a timely, well-informed manner and ensure that there is nothing to fear, as you can always know exactly where your business is, where it is going and how it is going to get there. You are in control! You will easily be able to assess the impact of changes on the long-term profitability of your business and make decisions accordingly. Long term planning means you set expectations as to the profits you want to make, you identify the resources you will need and then go about accessing those resources and making it happen.

The fun


Recently, I read an interesting little snippet in one of the many magazines we get at work. It was a story about a fisherman, who lived in a small fishing village somewhere in South America. Each day, he would gather his fishing net, cast out his boat and catch just enough fish to feed his family for that day. Then in the afternoon he would take a walk along the beach with his wife, play games with his children and in the evening meet up with his friends to share stories and tell jokes as they watched the evening sun set.


As it happened, their village was visited by a corporate CEO who was very impressed with the fisherman's ability to always catch fish, every day without fail, big, juicy, fresh fish, that tasted divine. This CEO was always looking for great business opportunities and suggested to the fisherman that he should buy another boat so he could catch more fish and sell it in the local market. In fact, he was so sure of the fisherman’s ability, he suggested that together they buy a whole fleet of ships, expand into frozen distribution and take the New York market by storm. The CEO was so convinced the business would succeed that he even talked of a float on the stock exchange. The fisherman listened to all this with great interest and then asked, “But why would I want to do all that?” The CEO replied, “By doing this, you could become a very rich man. You would have so much money you could do whatever you wanted, all the things you ever dreamed of. Why, you could live by the sea and each day walk along the beach with your wife, play in the sand with your children and in the evening watch the sun go down with all your friends. What more could you want?”


Ironic, isn’t it, and maybe a little simplistic? But it provides an interesting perspective from which to consider the importance of sustainability within the dairy industry.


If it’s not fun or enjoyable, then why bother? 

Conclusions

· Supermarkets have a huge amount of influence today over consumers purchasing  


    decisions.

· Image and perception are real.

· Perception is the prerogative of the consumer and is a function of what they have been taught, the experiences they have had and the culture and environment they have grown up in.

· Furthermore, because of recent experiences, food safety, animal welfare and 

· environmental practices are highly emotional issues for consumers and are used by the retail giants to establish points of differentiation to attract business.

· Traceability and food assurance programs will no doubt add time and cost to our 

· production systems, but the supermarkets and customers do not care about this - they just want safe food.

· We need to be careful how we promote our clean, green image and make sure we actually do practice what we preach. We cannot afford to let a competitor or well-intentioned activist destroy our place in the market by publicly refuting our claims of clean and green with evidence to the contrary.

· We must either: educate the consumer as to why animals are farmed this way so that our practices become more acceptable, or change some of these practices and acknowledge the concerns of the consumers

· One of the biggest challenges we face today is a shortage of skilled labour and the poor image the industry has as a fair and rewarding employer.

· We must take opportunities to upskill ourselves in the practice of personnel management.

· We should all accept some responsibility for changing this image. 

· As employers, we must recognise and deal with stress and ensure that all members of our team have enough time out to relax and re-create.

· The importance of the industry developing a sustainable attitude towards it’s people is  paramount to not only developing the workforce, but also the pool of potential purchasers for our businesses. Without a willing buyer, our businesses will be valueless.

· Without profits, our businesses eventually fail. 

· Profit is a long-term concept. 

· Most unsuccessful businesses do not plan to fail, they fail to plan! Planning for, managing and measuring profits will mean that you will always be in control of your business and your future.

· Always remember why it was that you were attracted to farming and never forget to have fun!

· Sustainability is about continuity and longevity, about ensuring we all have a future that we can look forward to.

· In order to be sustainable, as producers and exporters of food products around the world, we must consider: 

· the perceptions and demands of the marketplace.

· the needs, expectations and aspirations of our people.

· the absolute fundamental to plan for and manage long term profitability.

· To finish, here is an interesting quote from Harry Emerson Fosdick. “The world is 

moving so fast these days that the man who says it can’t be done is generally interrupted  by someone doing it.”

Workshop summary

Background


Without consumers, we don’t have a business. Without people, our businesses are much harder to operate. Without profit, our businesses eventually fail. Without fun, why bother.

Presentation summary


In order to be sustainable, as producers and exporters of food products around the world we must recognise:

· The perceptions and demands of the marketplace. New Zealand producers cannot presume to impose our perceptions of food safety, animal welfare or environment. They just want safe food. The customer is always right. 

· The needs, expectations and aspirations of our people. Good employers, industry image, job selection criteria and stress were covered.

· The fundamental need to plan for and manage long-term profitability.

· How to build a balanced business that generates wealth and happiness for our families.

Discussion summary


Attendees were asked what they can do as individuals to protect and enhance the image perceptions? 

Replies included:

· Having standards that farmers applied rather than focussing solely on bottom line.

· Adapting good on-farm practices and being very aware of what (our) farm looks like where the public can see it.

· The fact that none of this is new; farmers have simply chosen to ignore it for some time, perhaps because they have been protected from the market reality by the NZDB? Must get on with it, not just talk about it. Need to work on reality becoming perception.

· There will be no effective behavioural change until $ incentive/penalties are imposed that affect the back pocket.

· Strong support for setting and adopting industry standards for staff employment.

An impromptu poll of the audience suggest they support the industry (Fonterra) becoming more proactive, even making it “conditions of supply” for these practices like 

· no tail docking - about 90% support, but qualified with length of trim.

· no inductions - not as unanimous, but still a clear majority support.

      But districts such as the SIDE area may need to get behind the industry leaders to encourage other parts of New Zealand to accept this.
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