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Hon \]I m S..Itton Member of Parliament for Aoraki

Minister of Agriculture, Minister of Forestry, Minister for
Rural Affairs, Minister for Biosecurity, Minister for
Trade Negotiations

7 April 2003 M edia Statement

Milestone achieved by the organic sector

The organic sector has agreed on a strategy for development that includes a target of $1-
billion total sector sales by 2013, Agriculture Minister Jim Sutton said today.

The 20-year strategy was written by Martech Consulting Group, contracted by the
Ministry of Agriculture and Forestry.

Mr Sutton said the strategy’s completion was a milestone in the development of the
organic sector. He said it was particularly pleasing to see that all major players had
bought into it.

"The government has a clear policy of helping the development of the organic sector.”

Representatives of the various groups that comprise the sector will now implement the
strategy. As part of the strategy, an organic sector board that will provide leadership.
Establishment board members are to be appointed. Nominations are being called for by
the sector representatives who have overseen the development of the strategy.

The new strategy is expected to be launched in June to coincide with the launching of the
New Zealand Organic Standard, currently being developed by Standards New Zealand.

Mr Sutton said he would follow the sector’s plans for implementing the strategy with
interest.

"l hope that by June the organics industry will be in fine shape with a new standard for
organic products and strategy being implemented. The sector will be well positioned to
make the most of the opportunities arising through the growing interest in organic
products.”

These are in addition to the small-scale organic producers’ certification scheme and the
Official Organic Assurance Programme for the export of New Zealand’s organic products
launched last year.

CONTACT: CATHIE BELL on +64 (4) 4719855 or +64 (25) 998467
Email Catherine.Bell@ministers.govt.nz




MEMORANDUM TO: oOrganic Sector Leaders and other Stakeholders
FROM: National Organic Strategy Client Team 2 April 2003

SUBJECT: summary Update on the national ‘Organic Sector Strategy’

Dear fellow Stakeholders,

This memorandum summarises actions being taken on the Organic Sector Strategy
report that follows.

1. The Client Team that oversaw the strategy development on behalf of the organic
sector met during March and it was agreed that the Organic Sector Strategy
document needs to be made widely available to all members of the major organic
sector organisations. Members and other interested parties such as organic
producers and retailers can access the full strategy document through Martech’s
website: www.martech.co.nz and most web sites of organic sector organisatons.

2. A launch of the national Organic Sector Strategy is planned for later this year to
coincide with the release of the National Organics Standards. This is seen as a
major move forward by the organic sector of New Zealand and should further assist
our positioning worldwide.

3. Prior to the national launch, it is planned that an Establishment Board, selected by
organic sector representatives on the Client Team, will be set up. Ciriteria for the
Establishment Board is clearly set out in the strategy document and further detail is
available via Strategy Updates — see item 6 below.

4. The Client Team are seeking the best people for the position of Directors. Seven
people will be asked to fill the roles, initially responding to the Client Team, but
ultimately responsibility will be to the Organic community of New Zealand.
Nominations are requested by 12 May 2003. The decision on selection of the seven
directors is expected to be made during June 2003.

5. It should be recognised that the Establishment Board is to be in place for only one
year and charged with the major tasks of implementing the Strategy and obtaining
funding. Following the term of the Establishment Board, a new and duly elected
board, most likely with some continuity from the Establishment Board, is to be put in
place.

6. Organic sector Strategy Updates will be progressively available via the Martech
website www.martech.co.nz — see Organic section / Strategy Updates.

Yours sincerely,

Gordon Campbell, Chair, Percy Tipene
Organic Sector Strategy Client Team (Te Waka Kai Ora)
(Organic Federation of Aoteroa New

Zealand) Brendan Hoare

(Organic Federation of Aoteroa New
Zealand)
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Executive Summary

This strategy sees real opportunities for New
Zealand to develop organics as an emerging
sector within the broader context of New Zealand
agriculture. The areas of opportunity are shown
on the accompanying illustration. Organics has
to be at the forefront as agriculture moves to
address the global concerns about the
environmental sustainability of food production
systems, consumer health, community well being
and food safety.

Martech Consulting Group was contracted to

facilitate the development of a strategic plan for
the organic sector that includes a 20 year vision
and that can be implemented immediately. The
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project was funded by Government and administered by MAF Policy. OFANZ, Te Waka Kai
Ora, and Industry NZ worked in partnership with MAF on the strategy project team. This
strategy is to be used as a guide for future development and as a framework for policy
makers and planners to use in their decision-making.

The vision for the Organic Sector in New Zealand is “To be recognised internationally as
a world leader in organic systems and products.” A target of $1 billion total sector sales

by 2013 is proposed.

The Organic Sector can achieve this vision by addressing the strategic issues that it
currently faces and re-positioning itself as illustrated below.
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The organic sector has difficulty at the national level in presenting a clear vision and strong
leadership on behalf of all its stakeholders. The several organisations that service the
organic sector within New Zealand are shown in the diagram below. A strategically
important feature is that each organisation has only sufficient resources to maintain member
communications and little capacity to develop collaborative whole-of-sector initiatives.
These organisations are expected to continue to carry out these functions after the Organic
Sector Board has been established.

OFANZ
Organic Federation of
Aotearoa New Zealand

(FTEs = 0)

v
Organics Working Group (OWG) :

- Bio Dynamic - MAF (services OWG
- Bio-Gro - Consumer Affairs

_| -Soil & Health - Ec. Development

o - OPENZ - Environment
- AgriQuality - MFAT

- Federated Farmers - Health

- Te Waka Kai Ora - Maori Development
Government

The organic sector needs strong leadership and vision at the national level. A well
resourced national organisation is required that is able to advocate and negotiate on behalf
of its member organisations. The recommended structure for such a national organisation
is presented in the diagram below.
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The strategic changes that will be required to enable the Organic Sector to achieve its
Vision are summarised in the Change Table below.
These issues are all important and are not necessarily listed here in order of
importance.

Area Of Change

Transition From

To

Leadership is spread across
several organisations with a

National leadership established with robust
vision & organisation. Recognised by all

1 Sector leadership strong volunteer base. Thereis stakeholders as the first stop and action
no national body with point for all generic matters relating to
permanent staffing. organics.

L Sound information base to manage the
. Inadequacies in knowledge o : .
Sustainable required to manade sustainable sustainability of production, processing,
2 systems & q manag : transport and storage systems. Proactive
systems. Limited interaction ' ;
research . . . links and leverage between conventional
with conventional agriculture. ; ;
agriculture and organic systems.
Several certifiers but yet to be Certification schemes are robust and meet

3 Certification widely recognised in domestic the needs of both producers and the

and export markets. consumer markets.
Relationship with  The potential benefits of Organic systems_h_ave recognition and
) : support of authorities as a vital part of New
4  local & central organics are not widely N X
. Zealand’s primary sector, food chain and
government recognised by government. ; ;
national image.
Widespread use and recognition of organic
. Environmental benefits of and related production processes with less
Environmental X X ; :
5 organic production processes impact on the environment for the
health . :
need to be promulgated. maintenance of sustainable systems — see
also ‘Sustainable Systems’ above.
Recognition of the health value  Organics has contributed to an increased
6 Consumer health  of organic products is not awareness of healthy diets among
widespread among consumers.  consumers — see also ‘Awareness’ below.
More investment is required to  Benefits understood by consumers, sector;
7 Awareness of achieve effective communication planners & decision makers. The organic
organics among consumers, sector, and  sector assists career development within
with planners & decision-makers  NZz’s nutritional, education and food chain.
Marketing & Marketing and branding are at Proactive marketing using a strong NZ
8 ing the early stages of evolutionary ~ Brand consistent with NZ’s tourism theme of
branding
development. Pure New Zealand.
9 GE and GMOs Moratorium on release of GMOs P'?”S in place to minimise sk of organics
being compromised by GE.
Widely distributed production
units. Lacks product supply for  Established production units with good
some processing. Variable industry processing and distribution
10 Sector structure :
product supply to markets. infrastructure. Good match of product
Needs to scale up the good supply and market demand.
work of the early pioneers.
Lacks complete information on Excellent information on sustainable organic
Knowledge & . : .
11 economics and how to produce  production systems and economics

information base

products.

available.




Where to from here?

This Strategy recommends a course of action that is designed to optimise the core
value systems in organics that proponents believe will, if widely adopted, have
considerable benefits for New Zealand, its economy and its people.

The summary sequence of implementation is:

1.

The present Organic Strategy Project Team to be invited to nominate an
Establishment Board, to work for one year or less, and whose objective is to set in
place a national lead organisation as described in Section 7. The format of the
Establishment Board is expected to reflect the format recommended for the
ongoing Organic Sector Board — as outlined in section 7.

The Establishment Board will be asked to

define the terms of reference for the new organisation, using the framework of
this document in determining specific coverage and form.

propose a set of governance policy guidelines and a Constitution for the
proposed Consultative Group of Stakeholders and the Board.

specify the qualifying requirements of the full and associate members of the
Consultative Group.

propose a method by which the Consultative Group elects the Organic Sector
Board.

The functions of the Organic Sector Board are described in this report. The Board
and its Executive are expected to provide leadership and co-ordination. They are
also expected to be a primary funding and communication channel by which the
direction and benefits of the Organic Sector are optimised. Implementation of the
strategy is expected to be outside the sole capacity of the Executive. Existing
sector organisations that have capability for many of the tasks such as technology
transfer and education are able to carry out these information processes — if and
when contracted to do so.

A budget of $2.0 million annually is proposed for the lead organisation, to carry out
its roles in communications and the funding of specific project tasks.

The Establishment Board is expected to approach Government with a Business
Case, based upon this Organic Sector Strategy, for seed funding to allow the
Organic Sector Board to be established. It will be important that funding is provided
for a minimum period of five years. This will allow for a degree of certainty and the
ability to

attract the best people for the leadership roles

embark on projects that will have ongoing benefit to all sections of the
community

allow for phasing of changes in function, form and funding.
Note: throughout the course of this project, the team was regularly challenged as to
where funding for any initiative might originate. The unanimous conclusion is the
recognition that organic initiatives stand to bring huge benefits to many sections of
the community. Consequently, it is reasonable that the community at large —

namely the taxpayer — be asked to contribute start-up funding. As presented in the
first diagram of this Executive Summary, these areas of benefit include:

Sustainability of production systems

Improved care of the environment

Economic benefits at export and domestic levels.
Improved regional employment



Better occupational health for producers

Expanded knowledge resources for all agriculture — in both organic and
advanced conventional agricultural systems

Aligned image support underpinning branding themes such as the current
tourism theme Pure New Zealand.

Regional development options for Maori.

The Organic Sector participants themselves are generally happy with their lot and are
not seeking ‘hand-outs’ from Government. As one organic producer put to the strategy

team:

“I have been doing this for 20 years at this location, most of those years as a
certified producer, and this place looks better and better all the time. | am not here
to prove anything any more. ...
Never had any support and do not want any now. Just do not believe in the powers
that be or the political process to be genuine enough. ...

I am not on the back foot and do not intend to end up there. If conventional

primary producers drive this process | am not part of it. There is an element of
paranoia on their side and rightly so. Got to get back to basics.”

In his own way, this experienced organic producer has summarised how long-
established organic farmers have, against many hurdles such as no trading bank
support, limited science knowledge, few community colleagues with experience, no
access to proven livestock, etc, etc, developed sustainable methods that are
economically viable — but very different from most conventional farming practices.

The diagram below illustrates the scale of The Organic Opportunity now becoming
available — and this only reflects the export produce dimensions.
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If New Zealand wishes to share the knowledge and widespread benefits that are
available, then the country surely needs to look to itself as to how this should be
funded.

Established organic farmers have already (i) paid to assemble their invaluable
knowledge, It would be an injustice to expect the existing organic industry participants
to (ii) be major contributors to the costs of further developing the sector, as well as (iii)
asking them to share their knowledge with new entrants to the sector.

Conclusion
Our conclusion is that there are many reasons why this important initiative, as outlined
in this document, should be centrally funded — at least for a realistic establishment

period.

The opportunity for New Zealand is there. We should take it.

Signed by:
Consulting Team coordinator:

Vi



This Organic Strategy is endorsed by the undersigned leaders within

the Organics Sector of Aotearoa New Zealand.
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1. Introduction and history

1.1. Introduction

The organic sector is characterised by a diversity of views, many held with a strong
passion. The task of developing a strategy for this sector used an inclusive approach
that enabled all views to be heard, recognised and developed.

New Zealand has the potential to be recognised as a pre-eminent and innovative
provider of organic food and fibre products internationally.

Questions faced by the organic sector will be similar in principle to those faced by
many ®unrise@ emerging primary industries. Typically the innovators in these
industries face significant risks of failure, high development costs, and usually must
champion their own cause

The majority of participants in organic production support the establishment of a
national standard for certification of organic products. In fact it is the production system
that is certified, not the organic products harvested from the system.

1.2. What is organic farming?

The principle aims of organic production and processing that have been adopted by the
International Federation of Organic Agriculture Movements (IFOAM)*, provide a useful
understanding of organic farming:

“Organic Production and Processing is based on a number of principles and ideas.
They are all important and are not necessarily listed here in order of importance.
To produce food of high quality in sufficient quantity.

To interact in a constructive and life-enhancing way with natural systems and
cycles.

To consider the wider social and ecological impact of the organic production and
processing system.

To encourage and enhance biological cycles within the farming system, involving
micro-organisms, soil flora and fauna, plants and animals.

To develop a valuable and sustainable aquatic ecosystem.
To maintain and increase long term fertility of soils.

To maintain the genetic diversity of the production system and its surroundings,
including the protection of plant and wildlife habitats.

To promote the healthy use and proper care of water, water resources and all life
therein.

To use, as far as possible, renewable resources in locally organised production
systems.

To create a harmonious balance between crop production and animal husbandry.

To give all livestock conditions of life with due consideration for the basic aspects
of their innate behaviour.

To minimise all forms of pollution.

To process organic products using renewable resources.

To produce fully biodegradable organic products.

To produce textiles which are long-lasting and of good quality.

! International Federation of Organic Agriculture Movements (IFOAM), Head Office, c/o
Okozentrum Imsbach, D-66636 Tholey-Theley, Germany. www.ifoam.org
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To allow everyone involved in organic production and processing a quality of life
which meets their basic needs and allows an adequate return and satisfaction
from their work, including a safe working environment.

To progress toward an entire production, processing and distribution chain which
is both socially just and ecologically responsible.”

1.3. Sector Trends

Markets for organic products are growing both domestically and internationally as
demand for, and awareness of, organics is increasing.

At present fruit and vegetables dominate organic exports but there is growing
interest in the red and white meat, arable produce, wool and dairy products.

Within all sectors of New Zealand agriculture and horticulture there is a general
thrust to reduce the use of agrichemicals. Organic production provides a valuable
test bed for learning about many issues involved with minimal and/or nil use of
agrichemicals that could benefit conventional systems.

1.4. Statistics of New Zealand Organic Sector

OPENZ reports that the organics industry’s total production for the 2001/2002 year was
around $140 million with an estimated $70 million coming from exports, about the same
as the previous year. OPENZ predicts that organic production will grow to $500 million
during the next four years.

Organic exports exceeded $70 million in 2002. Kiwifruit, processed vegetables
and apples are the prominent exports at present.

Over $140 million of produce is grown on 50,000 ha certified for organic
production.

The organic export market was lower than anticipated for 2001/2002, but these results
are only indicative because estimates are based on a voluntary survey which several
producers do not complete because of commercial sensitivities.

The domestic organics market is estimated to have grown from $32 million in 2000 to
$71 million in the following year. There are fewer risks and costs in supplying the local
market and OPENZ believes this may encourage some small to medium sized growers
to choose the domestic option rather than exporting.

Europe is becoming the dominant market for New Zealand organic produce. Europe
has taken over from Japan, which was our largest market three years ago.

The survey showed exports of organic fresh fruit were slightly up in 2001/02 compared
to the previous year. Organically grown apples is currently getting higher prices than
conventionally grown fruit and exporters predict that the premiums will remain between
50 and 100 per cent. Exports of organic meat and wool remain stable. There is a
growing high quality niche market for organic meat with premiums of up to 50 per cent
more than conventional meat products. And the survey shows organic beer and wines
are starting to make an impact on the export market.

Source: www.organicsnewzealand.org.nz

1.5. Perception of organic systems

This strategic review of the organic sector does not purport to be an authoritative
review of every aspect of organic systems farming. What the consultant team set out
to do was to listen to the debate and endeavour to rationalise all points of view within
the context of their impact upon organic systems and wider New Zealand - the
environment within which New Zealand organic systems exist.

Organic Sector Strategy - 2002 2



In a parallel study the consultants were able to assemble information on the viability of
organic producers who operate a diverse range of agricultural and horticultural
enterprises® Some findings are reported in this study.

Among the wide range of comments put to the consultant team were references to
what some saw as three major impediments to the adoption of organic systems. These
three areas were:

1.5.1. That organic farming is not sustainable.

The observation is that few farms have progressed beyond the three to five-year time
scale following conversion from conventional systems and that there is a high
probability that the farms will need to resort to conventional farming chemical-based
remedies in order to survive. The investigating team found several examples that
seemed to prove this need not be true. Successful organic farms were found across
many agricultural enterprises including arable, vegetable, dairy, sheep, beef and fruit -
all with properties of significant scale and a 20 plus year history of organic farming
systems. It is however true that farmers in transition do encounter some problems. A
minimum three-year transition period is required for most farms to change from a
conventional chemical-based intervention system to an organic farming system that will
achieve organic certification. Transition issues can be most pronounced where crop
types are especially prone to weed and pest impact. For livestock in transition, there
can be difficulties in maintaining animal health.

Reasons why producers convert to organic systems vary.

The following observations have been summarised from a series of case studies produced as
part of the investigation for this organic sector strategy.

Perceived market advantage, both locally and overseas, for organic products
including eggs, fruit, fresh and processed vegetables. (Case studies: B, E, J, K, M, N.)

Converted from conventional to organic in order to obtain prevailing premium
prices.

Concerned about health and safety of family and staff exposed to arrange of

pesticides (especially horticultural crops). Also concerned about food safety. (Case
studies: C, F, G, H, I, J, K, M, N.)

Concerned about environmental issues, such as chemical pollution in soils and
water; lack of biodiversity; scepticism about direction/sustainability of conventional
agriculture. (Case studies: C, F, G, H, I, K, L, M, N.)

2“Organic Sector Strategy. A real opportunity for New Zealand: A strategy to unlock the value in

Organic Systems. Case Studies of Organic System Producers”. Supplementary Paper No.
4. December 2002. Martech Consulting Group. 33 pages.
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1.5.2.That organic farming is not viable.

This commentary seemed to the based on the premise that with low yields, significant
premiums in the marketplace are vital. The investigating team found indications that
this may well be true, but there were examples where higher returns were given as the
reason for producers converting to organic systems. The main points contributing to the
improved returns were:
that while yields per hectare may be less than with conventional farm systems,
input costs were often lower leading to a more favourable net farm return after
conversion. Additional benefits were reflected in standard of living and quality of
the environment.

that some crop products do achieve a premium — often less than the 30 to 50
percent level that some commentators speculated. However, an experienced
exporter of large volumes of organic produce demonstrated that a 15 percent
premium in the marketplace should provide a 30 percent premium to the grower
(because many of the costs from farm gate to export destination are fixed costs
applicable to volume rather than value).

This last point raises the issue as to whether more New Zealand produce could be
exported at premiums if grown under organic system regimes. The maintenance of a
modest premium appears to be dependent upon (a) the channel through which the
product gets to the marketplace, and (b) the capacity of the market to continue to
command a small premium. This premium is achieved where produce is sold through
‘bio stores’ (retailers in Europe and USA specialising in organic produce retail) which
serve a particular customer base. The number of outlets in this category is increasing
daily, but so too is the volume of organic produce being offered.

A complication occurs where major UK food retail groups purchase organic produce at
a premium and then retail it at the same price as conventionally produced produce.
This practice may educate consumers to believe that a premium for organic produce is
not necessary. An informed exporter believes that over a period of time many New
Zealand export crops could reach the level where between 25 and 45 percent crop is
under organic production and continues to attract price premiums. Beyond the 25 to 45
percent level, pricing would be difficult to sustain in the marketplace, given that New
Zealand has significant competition from other origin countries. It is also relevant that
some land presently farmed in New Zealand may not be suitable for conversion to
viable organic systems.

Perceptions held by organic producers (from organic case study series)

We call ourselves ‘biological farmers’ in preference to ‘organic farmers’ as we do

not want to be tarred with the same label as the Greens.
(Case F: orchard and vegetables (57 ha), Cambridge)

Organics is still not considered as a genuine option and there are many cowboys
out there. (Case H: dairy; 172 milking cows + 68 replacements, Northland )

Major hurdle (came) from other organic growers, who are mainly alternative

"lifestyle" people who felt that we threatened their subsistence existence.
(Case J: kiwifruit orchard (22.5 ha of canopy); Te Puke )

Perception from industry peers was one of scepticism, but we are not sandal-
wearing hippies (Case K: vegetables (150 ha), Hastings)
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These comments should not be interpreted as implying that organic production requires
a universal premium because there are examples of organic producers successfully
competing with conventional producers, without a price premium.

1.5.3. That organic systems only apply to a limited range of produce types such
as fruit crops.

This observation is not true and the following range of produce is being produced under
organic systems:

Livestock: sheep, cattle, milking cows (one example has 1,200 cows in one
operation — see Case Study B); pigs (one New Zealand example is said to be the
largest organic pig farm globally); chickens.

Livestock outputs: milk (milk, sour cream, yogurt, cheese); eggs (one example
has exported over 10 million eggs since 1991 — (see Case Study E), wool; meat.

Grain crops: wheat, rye, oats, spelt/dinkel, barley, semolina, red and brown lentils
(Case Study C)

Fruit: apples; kiwifruit; avocado (Feurte, Haas, and Reed varieties); mandarins;
persimmons; tamarillos; etc. A South Island orchardist has had over 20 years in
organic farming systems and produced over 700 varieties of fruit trees across 45
different types of fruit, and sends fresh fruit to outlets from Kaitaia to Gore. (Case
Study D).

Vegetables: leeks; lettuce, processed vegetables (sweetcorn, peas, beans) and
many others.

Grapes / wine — in both North and South Islands

A feature of organic farming systems is that many producers operate several
enterprises within their production unit and produce a wide variety of organic products
(e.g. Case Study A’s example of cows, sheep, beef, fruit and nuts, and salt water fish —
plus an education facility). In many instances value is added within the business by
processing the raw material and/or packaging for both the consumer and trade (e.g.
Case Study C's flour milling and consumer packaging).

The GM debate poses a challenging dilemma for the agricultural sector. A total ban on
genetic engineering may result in New Zealand being left behind in the
“biotechnological revolution”, but releasing GMOs could lead to loss of important
organic markets that currently view New Zealand as clean and green, and free of
GMOs.

Organic producers require lateral thinking (from organic case study series)

(Need for the) ability to think outside the square and act according.
(Case M: apple orchard (5.5 ha); Hawkes Bay)

Critical to success was getting the head around the (organic) concept and not

running back to the crutches when something went wrong.
(Case F: orchard and vegetables (57 ha), Cambridge)

Organic farming is a total mindset change. Common to think substitution rather
than analyse long-term system. (Case G: vegetables (23.7 ha), Gisborne)

Think differently and laterally; (need to) have courage and conviction in the face of
scepticism. (Case H: dairy; 172 milking cows + 68 replacements, Northland)
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1.6. Viability

There have been a number of attempts to compare the viability of farming using
organic systems with those using advanced conventional systems.

One feature is that organic input costs are often lower, so that output measures such
as price per kilo etc. are not always relevant. Also, most successful organic farms
have (a) many product lines, and (b) incorporate downstream processing into their
business both to access markets and to attain better net profits. There are many other
factors also such as the claim of organic producers that they impose less costs on the
environment, etc.

There is a current need for developing a reliable basis for assessing the economic
viability of organic farms, taking into consideration impacts upon the environment,
biodiversity and wider social impacts. Present models are limited, yet these wider
factors are becoming increasingly relevant to a number of New Zealand’s major export
customers. The on-farm standard of living is also a factor that present models do not
appear to adequately identify. Some observers question how a farmer operating a
conventional system may have a lower income than an organic system farmer with only
one third the number of animals (e.g. dairy cows) — and with less production per
animal.

In this section we offer four different sources of economic commentary:

1. 1997 Study on ‘Organic Farming in New Zealand’® .

In assessing the financial performance of organic farmers there are few
comparative studies of conventional and organic farming practices. There are a
number of overseas studies evaluating the comparative profitability of organic
and conventional farming, (examples given). In general, however, these
studies tend to indicate that on average, organic systems perform the same as
conventionally farmed enterprises. The range of returns on organic farms tends
to be greater than that for conventional farms. Where organic farms show
higher than average returns these are often due to additional marketing or
processing of the produce. However, it must be emphasised that these studies
are generally of mixed organic farms servicing domestic niche markets unlike
the NZ farm export sector.

2. The Development of Organic Horticultural Exports in New Zealand’ Research
Report no. 238*

... one of the most significant dynamics emerging in the exporting regions, was
the ‘progressive conversion’ of ex-conventional growers who tended to enter
organics in search of economic gains, but progressively became more attracted
and committed to the wider environmental and health issues in organic
production. This dynamic occurred in both organic kiwifruit and Kiwigreen
production as familiarity with new production techniques built confidence in the
overall system.

% ‘Organic Farming in New Zealand; An Evaluation of the Current and Future Prospects Including an
Assessment of Research Needs’, comprehensive report, Caroline Saunders, Jon Manhire, Hugh Campbell
and John Fairweather; MAF Policy Technical Paper No: 97/13, October 1997.

* The Development of Organic Horticultural Exports in New Zealand’ Report No. 238, Hugh Campbell,
John R Fairweather, Agribusiness and Economics Research Unit, Lincoln University, 1998
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3. 2002 MAF Technical Report®

... A substantial premium was identified as critical for the organic sheep and
beef and arable sectors, but for extensive deer and dairying the "size" of the
premium was not a major constraint to growth. The lack of processing and
marketing capability was identified as the single biggest factor limiting the
growth of the organic dairy sector.

Of the constraints facing the sheep and beef sector, the loss of premium would
have the most immediate and devastating effect on the financial viability of the
operation....

Both the cropping and livestock components of the arable business require a
substantial premium to be profitable because of the changes necessary in the
balance of the cropping and livestock operations, and from the low nitrogen
environment for crop growth. Given this, it is reasonable to assume that the
conversion process would be financially difficult because premiums are
generally not available during conversion.

In contrast to the sheep and beef and arable sectors, dairying was not
dependent on a premium to be viable. The major threats to the organic dairy
unit are animal health, primarily mastitis, as it reduces the numbers of cows in
milk; and the ability to maintain soil fertility.

4. Case Studies®.

The following are comments from a series of Case Studies carried out in
conjunction with the development of this Organic Sector Strategy. The Case
Studies set out to address a number of popular misconceptions about organic
farming in New Zealand.

On the subject of ‘viability’ the consultants concluded that we should leave it to the
case study subjects to tell us how they viewed ‘viability’. The following is a sample
of what these persons shared with our team.

Case A: livestock and mixed farming (400 ha), North Auckland

Farming operation took four to five years to become viable but has been
viable since 1983.

Case B: dairy farming (120 milking cows), Auckland Region

Return on capital improved compared with conventional; sustainability
significantly better; have increased future options for additional income
streams such as tourism.

® Understanding the Costs and Risks of Conversion to Organic Production Systems’, MAF Technical Paper
No 2002/1, January 2002

® Case Studies of Organic System Producers”. Supplementary Paper No. 4. December 2002. Martech
Consulting Group. 33 pages. This report is at http://www.martech.co.nz/organics.
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Case C: arable grains & livestock (320 ha / 800 acres), North Canterbury

Economic viability seems assured. GE free provides a huge chance for
New Zealand to cement its organic produce in world markets.

Equity in farm now more than 90 percent; stronger markets across range of
diverse products.

Case E: free-range eggs & poultry (production from 21 chicken farms, each with one to
four flocks of up to 1,000 birds: Auckland Region.

Bank manager and accountant happy with financial state of growing
business.

Demand for organic free-range eggs is increasing in USA, Hong Kong and
New Zealand creating supply pressure.

Case F: orchard and vegetables (57 ha), Cambridge

Sustainability only comes when organic production levels are consistent
with those of conventional. Product price premiums are not sustainable in
the future, but nice to get while they exist.

Diversity of operation important to spread risk.

Case G: vegetables (23.7 ha), Gisborne.

Seems to be increased interest from private investors to become involved in
organic farming.

Maximise price premiums while they exist to compensate for lower yields.

Case H: dairy (172 milking cows + 68 replacements), Northland
Production continues to improve with healthier soils, pasture and animals.
Farm supports family with a very good standard of living; bank manager is

happy.
Will never go back to conventional farming -- we would sell up instead.

Case I: arable farming (180 ha; 1200 breeding ewes + 8 ha barley + 12 ha seed crops
+ 38 ha vegetable crops), Canterbury

Accountant has indicated that this farm has been financially more
successful than the average farms of this type in the region.

Case J: kiwifruit orchard (22.5 ha of canopy); Te Puke

Our net $ return / hais in the top 10 percent of all types of kiwifruit orchards
in the area. Our production is well above average production from
conventional orchards in the district

Case K: vegetables (150 ha), Hastings

Must have a perspective and philosophy that appreciates the long-term
balance between environmental and economic aspects; must not look for
short-term profit at the expense of the environment.

Social and regional benefit occurs as more employment opportunities exist
for people with a wider range of skills.
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Case L: wine (9 ha, 5.2 ha in grapes); Nelson Region

Long-term viability of organic wine growing is dependent on ability to
sustainably produce wine of good quality within a cost structure that is not
dissimilar to local competing wines that are produced conventionally.

Case M: apple orchard (5.5 ha); Hawkes Bay
Net returns this year about three times that of conventional apples.
Debt free and laughing all the way to the bank

1.7. Organisations within the Organics Sector

The Organics sector is served by many separate organisations. A brief description of
each organisation and their linkages is presented in Chart O (page 11). However, there
iS no national organisation in which all the other organisations / agencies are
represented.

1.8. Objective for this Strategy Development

Martech Consulting Group was contracted by MAF Policy to provide a strategic plan for
the organics sector that looks out 20 years and can be implemented immediately. The
strategy for the organic sector is to be used as a guide for future development and a
framework for policy makers and planners to use in their decision-making. The project
was funded by Government and operationally administered by MAF Policy. However,
OFANZ, Te Waka Kai Ora, and Industry NZ have played an equal part with MAF on the
project team responsible for the development of the strategy.

The process used to form a strategy for the development of the Organics Sector was
designed to encourage ownership by the majority of stakeholders. The successful
development of the Organic Strategy was dependent upon all parties addressing the
issues squarely and being honest and up-front with their views.

1.9. How the Strategy has been developed

The overall direction of the Organic Sector in developing this strategy has been to:

assemble information about the Organic Sector, including several recent reviews
of the sector undertaken by various authorities

interview key stakeholders (23 persons) to determine the primary issues and the
drivers for change as seen by them

advance these issues by means of four workshops (90 participants) that were
attended by organic producers; retailers, processors and exporters who handle
organic produce; and people from the service sector including research,
education and government agencies.

obtain wider comment on the workshop findings and related issues from
members of the organic sector who took part in a web-based survey
guestionnaire, based on outputs from the workshops.

align the issues raised during the (i) interviews and (ii) workshops, with the
framework of a schematic value chain model for the organic sector strategy.

review outcomes with the project Client Team and circulated the draft strategy to
a Referent Group of key persons asked to provide critical comment (23 persons
responded).

write the strategic report with recommendations, including an implementation
plan, and make the final presentation to the Client Team.
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The process ensured that a breadth of viewpoints was canvassed among key
stakeholders, and that as many as practicable had an opportunity to contribute to the
strategic development of the organic sector. The approach captured the experience
and innovation that exists among the stakeholders. It was designed to encourage
acceptance and buy-in to the strategic plan that is largely based upon stakeholder
inputs.

This project received excellent co-operation from many people in the organic sector
and with input from many people, including:

direct interviews of up to two hours with 23 people who were selected as being
very knowledgeable and often with industry leadership roles

a 1.5 hour workshop session with 67 participants at the Bio-Gro annual
conference

90 participants from across New Zealand who participated in one of four SNAP
workshops, each of four hours duration and producing over 1,100 observations

a referent group of 23 persons
an on-line survey attracted over 415 participants.

This means that over 600 people have made input to this Organic Sector Strategy.

Organic Sector Strategy - 2002
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Chart 0: Diagram of Organic Sector Structure
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2. The Opportunity —in Outline

So why would anyone want to give strong support to a system that is seen by some as:
archaic
uneconomic
not sustainable
and only for the ‘hippie fringe and ‘rope sandal brigade’ (terms used by
commentators) and totally out of step with modern agricultural systems?

The answer lies in the extensive range of advantages that adoption of organic systems
can bring to New Zealand by way of economic, environmental and social benefits.
Consider the following eight topic areas.

2.1. Consumer demand

In virtually all of New Zealand® major export markets the trend continues toward
increasing consumer demand for foods produced under organic systems. Motivation
for this demand appears to be largely driven by recognition that man® impact upon the
environment has resulted in many undesirable side-effects some of which are injurious
to human health. In Europe some heightened awareness has come from incentive
programs where farmers are subsidised by governments for conversion to organic
systems. Whatever the reason, consumer demand is clearly increasing. (see Box 1)

Organically produced foods are often regarded as having greater nutritive value than
conventionally produced foods, but there are many difficulties associated with verifying
these claims. The task is difficult because of the many genetic (e.g. cultivar) and
environmental factors (e.g. soils, fertilisers, microclimate, pest and disease
management etc) that impact on the quality of any food product. Recent reviews have
screened a large number of extant studies from around the world (Worthington, 2001; Bourn
and Prescott, 2002).

Box 1: Food safety

Food & Beverage Sector: Key International Trends. Recent food scares in New Zealand’s
export markets have led to an erosion of public confidence in modern high input farming
and production methods. The media have had a role in swaying public opinion. Consumer
concern in developed nations is leading to increased demand for organic food, food
produced under low input farming practices, and a deepening mistrust over genetically
modified materials in foodstuffs (due to lack of information on the risks). Food retailers
(particularly

British supermarket chains) who are not subject to WTO rules are taking an increasing
interest in environmental and safety issues. They make purchasing decisions on behalf of
consumers, and use this means to differentiate against the competitors.

Organic Foods. Given increasing concern over food safety and the environmental effects of
the food production, the global organic market is expected to grow significantly (particularly in
Europe and Japan).

“Key opportunities and risks to New Zealand® export trade from green market signals”, Woodward
Clyde (NZ) Ltd, Dec. 1999
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2.2. Economics and farm viability

Both the export and domestic markets for organic products are increasing. These
trends parallel those of the EU member countries, USA, Canada, Japan and others. It
is important that New Zealand provides the infrastructural base that the organics sector
will need to facilitate its’ future growth.

Several commentators have suggested that organic farming was simply not
economically viable when compared to well-established conventional farm practices.
However, as reported above, the consultants found:

a number of instances where farms became economic after adopting organic
practices

examples where farmers were attracted into organic regimes because their
returns were more economic - and it appears that at least in some sectors, for
example vegetables for export, price premiums will be attainable for the
foreseeable future.

2.3. Employment

The primary sector, along with tourism, is acknowledged as a major employer within
New Zealand. In some regions, agriculture is the dominant employer. By adopting
organic practices that typically have a diverse range of produce outputs from one
property, labour may be better utilized across the range of within-farm enterprises as
well as being on a more sustainable year-round basis. This observation should not be
interpreted as all organic farms being of home garden style because this is certainly not
the case. The investigating team identified a number of significant organic properties
of up to 400 hectares (1,000 acres) farmed for 20 years or more using organic
practices.

2.4. Occupational health

While investigating several organic systems now flourishing in New Zealand, it was
found that a number of growers, especially orchardists, had chosen to change to
organic systems after one or more family members experienced significant health
problems following exposure to agricultural chemicals. Whilst the conventional
agricultural sector has done much to improve chemical safety through the work of the
New Zealand Agrichemical Education Trust (‘Growsafe’) and other initiatives such as
Integrated Pest Management (IPM) practices that significantly reduced chemical use,
not all rural workers have adopted recommended practices. Organic farmers and their
workers are not regularly exposed to the same chemical issues.

2.5. Sustainability

‘Sustainability is a much-used term that becomes more readily interpreted when we ask
the question "can we continue to do what was done in the past?" In some cases the
community and the environment are saying "no". Organic systems can identify
practices, for adoption by agricultural production systems, which are in harmony with
the environment and can be practiced on a sustainable basis for many decades into
the future.
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2.6. Environment

Organic farmers recognise that protection and maintenance of the environment,
especially soil health, is at the core of organic practices. There is some evidence that
conventional intensive farming systems that depend upon chemical inputs have now
advanced to the point where damage to the environment can be significant. In
principle, the adoption of organic practices enables farming systems to be in harmony
with the environment and with adjacent communities. There is an increasing
expectation by consumers to be able to access information about the production
processes used and their impact on the environment for each of the products that they
intend to purchase (see Box 2) The organic certification schemes and trace-back data
provide the necessary information about organic products.

2.7. Knowledge

New Zealand has made a huge commitment to its low input agricultural systems and
this has allowed it to lead the way in advanced agricultural production systems. Many
developments such as integrated fruit production, biological control of pests, and use of
rock phosphate have become common practice and reduced the environmental and
health hazards associated with conventional use of agrichemicals. These
developments reflect the increasing awareness of agricultural producers and exporters
that our customers / consumers, both domestic and overseas, require assurance that
the New Zealand food and fibre production systems have not affected food safety,
have not downgraded the environment, nor put the health of producers and their
workers at risk.

Within New Zealand, advanced conventional agriculture has assembled a significant
body of knowledge about sustainable production systems that operate with low input of
agrichemicals. Some leaders in the organic sector acknowledge that these advanced
systems are very close to being organic -- except in terms of philosophy.

Box 2: Environmental labeling

1. International and cross-sectorial influences. Internationally there is a wide variety of Eco-
labeling schemes, all intended to provide the potential purchaser with the environmental
information about the product. They vary widely in terms of credibility and depth of the
environmental ‘commitment’ that they represent. Eco-labels originate from consumer demand
for health information, although there is evidence that purchaser interest is now widening to
include less personal societal and environmental matters. Nationally-based echo-labeling
schemes that prescribe sets of environmental standards for overseas manufactured products
have been increasingly subject to criticism from free trade proponents arguing against the use
of environment as a barrier to trade. Inequities between the response capacity of developing
and developed countries exacerbates the issue. In response to this and credibility concerns
of some schemes, international standards for echo-labeling are currently being developed.
“Key opportunities and risks to New Zealand® export trade from green market signals”, Woodward Clyde
(NZ) Ltd, Dec. 1999

2. 'Green Tick’ trademark. A private sector initiative for New Zealand was announced in
September 2002. “There are a number of certification brands available for organic foods, but
no single ‘clean green’ brand for conventionally-produced goods and services" (Susan Harris,
Green Tick Technology). A Green Tick trademark is being offered as a new scheme to
conventional businesses ... to market brands under strict environmental certification.
The National Business Review, 27 September 2002
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This strategy also recognises is that a significant knowledge pool exists about long-
time organic practices that can be tapped by conventional agricultural systems. Many
also acknowledge that issues of concern to organic systems can be assisted by the in-
depth knowledge of solil, plant and animal systems in New Zealand’s agricultural
science community. An issue remains as to how best to share and distribute that
knowledge and this factor is addressed in the strategic solution recommended.

2.8. Branding

Food and fibre exports are the backbone of the New Zealand economy (with plant-
based industries accounting for about 66 percent of export income), but on a global
scale, New Zealand is a niche market producer -- with some exceptions. New Zealand
is generally recognised as having a clean green image and some studies have set out
to determine how much that is worth. Foods produced under organic systems are
widely perceived as best able to meet those criteria.

Tourism is the second major plank of New Zealand economy being approximately 20
percent of export income. The New Zealand Tourism Board has had notable success
in the past three years promoting New Zealand under the slogan of ‘Pure New
Zealand'. It follows that promotion of organic foods produced in New Zealand could
effectively complement this theme.
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3. Organic —the opportunity for Maori

The Maori perspective outlined below was conveyed to the strategy development group
by a team from the national Maori organic organisation, Te Waka Kai Ora. This
experienced team comprised Percy Tipene, Maanu Paul, Angeline Greensil, John Reid
and Wayne Petara. Their insights are commended to the readers of this report. The
key points sit well with the principles and ideas put forward by others from the organic
sector during the course of this project. The authors of this Organic Strategy report
have edited the contribution and accept responsibility for what is written below.

3.1. Introduction

The organic sector is formed from a group of ‘stakeholders’ each with differing
‘knowledge systems’ or perspectives that share a common interest in organic practices.
This common interest provides a ‘common front,” that may be used to present organic
within Aotearoa in a light that is easily recognisable to markets, communities,
bureaucracies and other institutions. It will also provide a platform for research and
development into model organic and sustainable farming-systems.

Good leadership, vision and the ‘right people for the right job’ will act on behalf of this
‘common organic front.” This approach will empower the organic movement to affect
change. We all need to actively participate in this change.

3.2. Incorporate the Maori Organic Vision

The organic sector is providing hope to many Maori in rural areas as a means of
providing sustainable livelihoods and ways of life that are grounded in tikanga Maori
(Maori custom) and enabling Maori to achieve tino rangatiratanga (self-determined
development).

It is imperative to Maori that the leadership of the organic sector is mindful of the Maori
organic vision and what it stands for. This organic is by far the oldest in Aotearoa and
goes back to the beginning itself — although it is adapted for modern times.

Maori do not want to see their vision swamped by the vision of the leadership of the
organic sector. This point is best demonstrated by the conventional farming practices
used before WWII when Maori were some of the best farmers in New Zealand, and
Maori communities and culture were well in-tact. However, the modern farming
systems became more capital intensive. Maori could not raise loan finance on
communally owned land. Maori left the land to take-up factory jobs in the cities
divorced from their whenua (land).

The research and development of the industry at the time took no account of the needs
of Maori and led to dire social and economic outcomes that all of society must take
responsibility for today. The ‘rationalization’ of farming systems has led directly to
reliance on off-farm credit, reliance on large agrichemical companies, large-scale
environmental degradation and the destruction of rural communities.
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Maori have retained ownership of their land, much of which remains free of
agrichemicals and is well positioned for organic development. The community must
ensure that Maori remain well positioned, and the industry development and research
that takes place has to ensure that Maori are not once again marginalised. Any
research into the development of large-scale factory organic farms that may be
currently occurring in Aotearoa should not be at the expense of research into small-
scale intensive high value production that will provide greater benefits to Maori
communities. Valuable R&D resources should not be siphoned off by powerful
interests, without undertaking research important to Maori development.

Organics provides an opportunity to maintain and enhance the vibrancy and health of
Maori communities as well as other communities in general. The direction of organic
development must be centred on the health and well-being of whanau (family)
communities and whenua (land) to ensure that Maori are not exploited and
marginalised.

This community-based focus helps provide an ethical framework and wholesome vision
for the organic industry. The challenge is to move from a position where ethical
principles are often overlooked to a new position where they form a platform on which
industry and the organic sector found their decisions.

This ethical foundation will provide an important platform for the industry from which
decisions can be made that will improve the current socio-economic position of Maori.
It also underlines that the organic sector is based on ethics and sound sustainable
principles which differentiates it from other sectors of the economy (why else would
authentication of sustainable farming practices be required through certification?). If
the development of the organic sector were no longer based on ethical principles it
would cease to be organic.

Maori are able to trust organic because it is ethically based, whereas many past
injustices were based on the unethical practices of industries, governments and
bureaucracies.

3.3. Strong commitment to knowledge systems.

Which knowledge systems we choose to adopt is a selective process. Some
knowledge systems have very harmful consequences for people and the environment if
the outcome of implementing them is not well understood. For example, agrichemicals
have been used in intensive conventional agricultural systems without a full
understanding of their side effects. Even very low concentrations of chemicals can
have a chronic impact on the immune and endocrine systems of the children of
Tangaroa (atua of sea creatures) and Tane Mahuta (atua of the forest). Consequently,
the knowledge systems that are to be applied have to be chosen with both an ethical
and a technological perspective in mind.

How do Maori knowledge systems (matauranga) fit with other knowledge systems to
which we may have a commitment? Will these knowledge systems subsume Maori
knowledge systems or be granted a more important status? Knowledge in itself is not
necessarily good. Therefore, the organic sector has to be careful about its choice and
commitment to ‘knowledge systems’.
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3.4. Food safety and integrity

From the hui that Te Waka Kai Ora has undertaken in different rohe (districts) the
greatest feedback we have had from grass roots Maori is the issue of food safety and
food integrity. For Maori maintaining the integrity (not to be confused with conventional
understandings of this term) of the food they eat is central to organic. It is also key in
combating many of the food related diseases that Maori face in the modern world of
convenience foods (which have low nutritional value and no Mauri [life essence]). The
issue of food safety is central to the Maori organic industry and Maori consumers.

The development strategy as it currently stands tends to focus on the establishment of
markets and ‘consumer’ education. Te Waka Kai Ora supports this initiative, but would
also like emphasis placed on supplying organic foods to those who need it as well as
those who can afford it. Consequently, there is a need for a nice balance between
obtaining premiums from export markets that will allow capital to be accumulated within
Maori communities, and on getting organic food to the poor and marginalised. This is
another question of ethics that the organic industry is well equipped to confront.

TWKO supports efforts to consolidate an organic sector for Aotearoa, owned and
operated by stakeholders; an organisation that is focused on consumer relationships
and places high value on producer and product integrity.

TWKO will be having separate discussions with government concerning organics,
under the wider umbrella of the Treaty negotiations.

! Integrity may be interpreted as pure food that has a whakapapa (lineage). The kakano (seed)
we have today has a lineage going back to the beginning of time, to the atua themselves. We
have a responsibility to ensure that the kakano not only continues untampered (by GE) but is
allowed to unfold and grow in conditions that are natural, pure and wild. This maintains the
essence, or Mauri, of the food consumed and its life-giving force.
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4. Strategy Research

4.1. Pulse interviews

To get some background to the issues facing the sector, the Martech consultants
conducted 23 one-to-one interviews with a range of persons who had considerable
experience within the organic sector. The interviews were completed during May 2002.

The interviewers recorded all the key observations made during the course of the
interview. In all some 480 observations were recorded. The priority observations as
determined by members of the Client Team and the list of interviewees are presented
in Appendix 3. The questionnaire framework used as an agenda for the interviews
covered the following items:

Interviewees involvement in the Organic Sector

Markets for organic products and market access issues

Economics of the Organic Businesses

Appropriateness of organic within and across the food and fibre sectors
Place of organic in relation to food safety and environmental impacts
Structure of the organic sector

Issues in relation to production and product standards, traceability and
certification

New and expanding Industries
Infrastructural needs — research, education and technology transfer
Most Important Issues as determined by the interviewee.

4.2. Workshops

Invitations were sent to over 200 stakeholders inviting them to participate in one of four
SNAP (Stakeholder Needs Analysis Programme) workshops conducted by Martech
consultants during early July 2002. 90 persons patrticipated in these workshops. A
summary of the workshop findings is presented in Appendix 2.

The following charts comprise an abbreviated summary of the workshop findings.
The primary strategic issues around which the strategy will be built are presented in
Chart 1. The comparative votes recorded by the individual workshops for each issue
are presented in Chart 2. In the process of developing the strategy the “Now” issues
shown in Chart 3 will have to be addressed. Likewise, the comparative votes of the
individual workshops on each “Now” issue are presented on Chart 4.
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Chart 1
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Chart 3
Now Issues - workshop scores
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4.3. Web Survey

The Online Survey of Organic Sector Participants was conducted during August and
September 2002. The questionnaire was available on the Martech website. The
presence of the questionnaire was advertised to participants through the various
organisations within the Organic Sector. The key findings of the survey are presented
below with a fuller version in Appendix 4.

Survey Participants
415 unique respondents. Survey closed 30 September 2002.

59% respondents directly involved in the sector as ‘producers’ (26%), ‘service
providers’ (20%) and ‘trade’ (13%)

39% respondents have been involved in the sector for more than 10 years, but
39% have been involved for less than 5 years

49% were affiliated with BIO-GRO and 45% with Soil & Health Association of NZ

Most respondents gave ‘environmental concerns’ (77%), ‘consumer health’ (68%)
and ‘producer health’ as the reason for becoming involved in the sector

57% of those in business were not yet profitable. 47% of producers and traders
are not yet profitable, but 33% of these have been involved less than 5 years.

Summary of Views

Issue — Conventional Farming Overall viewpoint
Farmers should bear the cost of converting from conventional to organic farming 61% disagree
Govt should provide incentives to convert to organic farming 83% agree
Matching supply and demand of organic products is a serious problem 71% agree
Conventional farmers are conscious of food safety. 51% disagree

But 69% of ‘trade’ agreed
Conventional farmers seek to adopt sustainable practices.
But 61% of ‘trade’ agreed

Organic sector should leverage off advanced conventional practices 67% agree

56% disagree

Issue — Certification and Brands

There should be one certification standard

But 61% of producers agreed 46% agree

NZ standard must comply with offshore standards 85% agree

NZ standard must exceed offshore standards.
But 61% of traders disagreed

There should be several certification agencies 68% agree

46% agree

Individual marketing brands should be allowed 59% agree

There should be a single audit agency

0,
But 68% of traders disagreed. 49% agree

One standard should cover both domestic and export products 60% agree
Each distributor/exporter should be able to have their own certification standard. 64% disagree
Individual marketing brands should be subsidiary to a national brand 62% agree
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Issue - Leadership

Overall viewpoint

The sector should continue with its current structure
But 69% of the service providers category disagreed

There should be one national body
The national body should advocate
The national body should lead

The national body should be responsible for strategy, education, communications
and R&D

40% agree

67% agree
78% agree
83% agree

60% agree

Issue — Research

Need market / consumer research

Need research to reduce conversion risks
Should have public good funding for R&D
Should have multi-disciplinary research teams
Should use NZ scientists

Should have an independent Organic Research Institute

Organic Research Institute should be funded jointly by Government and organic
sector

Sector funding should be from:
Agribusinesses
Levy based on export sales

Priority research topic:
Soil health
Organic productive ecosystems

70% agree
80% agree
85% agree
82% agree
67% agree
54% agree

73% agree

46% agree
32% agree

47% agree
42% agree

Issue — Technology Transfer

Need commercial links with tourism

Should have an advisory service for sector
Need benchmarks of management practice
Need demonstration farms

Need 0800 system

71% agree
87% agree
86% agree
81% agree
66% agree

Issue — Education, Public Relations

Should provide case studies

Need consumer education programmes

Tertiary education should give general background to organic
Tertiary education should give in-depth understanding

Need to promote public good value of organic to Government
Need a promotion and marketing strategy

84% agree
84% agree
74% agree
71% agree
87% agree
76% agree

Need to improve image of organic with conventional
Major agribusinesses should contribute to marketing

80% agree
66% agree
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Issue — Big Picture Overall viewpoint

Organic is a major plank for ‘clean green’ image 85% agree
Biosecurity is a major threat 89% agree
Government support would encourage growth of sector 86% agree
On GE:
GMOs should not be allowed in NZ 68% agree
Allow GE but no compromise of organic 36% agree
Organic should use:
25% of food producing land 44% agree
100% of food producing land 30% agree

4.4. Current status of the Sector

The findings of the project can be summarised to provide a picture of the current status
of the organic sector as follows:

The leadership is fragmented. There is no national lead structure
Sector leadership ~ with any permanent staffing. Communications within the sector
are fragmented.

The sector is fragmented. Production units are geographically
widely spread. Produce supply is often inadequate to meet the

Sector structure processing capacity. Variable match between product supply
and market demand. Sector faces the problems of an emerging
industry and growth is restricted.

Shortfalls exist in knowledge required to maintain sustainable

Sustainable production systems. Distant interaction with conventional
DB agriculture.
There is a moratorium on the release of GMOs. This may be
GE and GMOs withdrawn but the sector does not have contingency plans in
place.

Several certifiers exist without clear recognition in domestic or

Certification export markets. Some variations in standards among certifiers.

Marketmg & Fragmented and poor.
branding
Awareness of organic products is lacking among consumers,
sector, planners and decision makers. Effective communication
does not exist at present.

Awareness of
organic products

Relationship with
local and central
government

Organic production is not widely recognised. Often not
supported by authorities.

Limited recognition by community of the value of organic
Consumer health 9 y y 9

products.
Environmental Limited recognition by community of the benefits to the
health environment arising from organic production processes.
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Strategic Issues to be addressed by the Organic Sector

This section discusses the strategic issues identified during the project. These issues
will have to be addressed in the development of a strategy for the Organic Sector.

5.1.

Sector leadership

The sector has difficulty at the national level in presenting a clear vision and strong
leadership on behalf of all the stakeholders.

5.2.

The sector lacks a strong national organisation with sound governance practices
and a coherent vision.

Many organisations operate within New Zealand to service the organic sector
(refer Chart O, page 11).

There is a need for advocacy on behalf of the sector with other public and private
sector agencies.

Funding used to resource individual organisations within the sector (either all or
part) could be bundled to resource an over-arching national organisation.

Protocols are needed to maintain and periodically up grade the national organic
certification standards.

A national organisation will need to accommodate a wide range of views to obtain
a national consensus.

Inadequate knowledge of sustainable organic systems

Inadequate knowledge can inhibit the introduction and management of sustainable
organic (and related) production systems.

5.3.

Producers and processors need technical information about sustainable systems
by means of extension management packages and fact sheets.

Issues affecting the coexistence of conventional and organic agriculture need to
be addressed. Organic agriculture has failed to fully leverage off conventional
agriculture.

The objective of sustainability must be applied throughout the food and fibre
supply chain.

There are significant R&D problems to be addressed in the soils, plant and animal
health areas.

Economics of organic production and markets needs to be determined /
monitored.

Community benefits arising from the sustainable production systems used in
organic needs to be assessed in economic terms.

Certification profiles need to be strengthened

Organic Certification schemes will need to meet agreed criteria in order to guarantee
product access on both export and domestic markets. Individual schemes wish to
include additional specific criteria within their certification.

The multiplicity of Certification schemes is often confusing to the customer /
consumer in both the domestic and export markets.

Procedures are required to strengthen the profile of national certification
standards, e.g. with respect to consumer awareness, umbrella branding, producer
- exporter alignment.

There is a need for ongoing coordination among the multiple Certifiers.
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Criteria for the organic certification schemes used in the export and domestic
markets needs to be harmonized.

Certification schemes must take account of market access / trade and consumer
recognition / trade barriers / ‘food miles’.

5.4. Recognition and support from local and central government

Local and central government have been slow to support the development of the
sector.

Active support during the transition from conventional to organic systems is
absent at the individual farm level.
Neutral support could be provided with minimum intervention in the market place.

The development of organic could benefit from a closer partnership with central
and local government.

Government agencies are assisting in gaining market access for export products.

5.5. Contribution to environmental health

Organic production and processing systems are required to be environmentally
friendly. But some approved practices are proving to have significant environmental
impacts.
Certification focuses on the production and processing systems; ensures
minimum environmental impact and provides trace-back information to the
customer / consumer.
Sector needs the methodology to assess the impact of organic systems on the
environment in order to back-up claims that these systems are sustainable and
more environmentally friendly than conventional food and fibre production
systems.
Alternative management practices will be required where present practices are
inadequate and do not meet environmental specifications.
Sector needs contingency plans to address the unlikely event that an organic
system seriously impacts on the soil, water or atmospheric environment.

High risk to organic sector if systems lead to environmental health problems

5.6. Exposure to consumer health events

Occasionally food products produced under conventional agriculture have had a
serious impact on the health of consumers. These events have often had a significant
benefit on the markets for organic food products. Equally, the sector has to
acknowledge that organic food also carries an element of risk to human health.

Sector needs contingency plans in the unlikely event that an organic food product
causes a problem to human health.
High risk to organic sector if organic food leads to health problems.

Perception of the value of organic foods is likely to be a dominant factor in the
growth of the organic sector.

Organic sector must anticipate problems to human health that can be attributed
to product handling and packaging.

Organic certification focuses on the production process, not the food product, and
provides trace-back information to the customer / consumer.
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5.7. Community awareness of organics

Consumers, planners, decision makers and the wider public are not aware of the
opportunities that organic products and production present to the community.

The value of sustainable production systems and their potential to have a lower
impact on the environment than conventional food and fibre production systems
needs to be conveyed to the community.

Planners and decision makers need to be aware of the potential benefits of
organics.

Consumer knowledge of organics needs to be built.

Performance reporting in organics needs to be encouraged in the economic,
social, environmental, and cultural areas. Positive aspects of organics need to be
promoted and the myths dispelled.

Media needs to be well briefed and included in the promotion of organics within
the community.

The potential contribution of organic production to producer safety needs to be
recognised by producers.

Organic production seeks to maintain biodiversity.

Need to introduce the concepts of organic production and related sustainable
production systems to students at primary and secondary levels.

Workforce needs access to training programmes in sustainable farming systems.

Principles and practices of sustainable food and fibre production systems, such
as organic production, need to be included in tertiary education courses in
agriculture and horticulture.

5.8. Fragmented marketing and branding

The present marketing of organic products tends to be fragmented. This is a common
problem with an emerging industry. Market coordination will need to develop as the
volume of organic products increases.

Marketing is often fragmented and poor.

Branding and certification of organic products has to be integrated.

There is an opportunity to build an overarching NZ brand for NZ organic products
in the export markets.

The various practices of the organic sector need to be consistent with the overall
organic philosophy if brand integrity is to be maintained.

There are opportunities for NZ organic products to be competitively positioned
using innovative marketing strategies. Sectors such as tourism and wine may be
useful models for the organic sector.

Market economics need to be applied as the organic sector expands in both
domestic and export markets.
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5.9. GE and GMOs

The organic sector supports a continuing moratorium on the release of GMOs within
New Zealand. However, it is probable that government will grant approval for the
release of GMOs in the future.

Contingency plans will be required that allow organic to coexist with GMOs.

Need to align the approach taken by New Zealand organics regarding GMOs with
that of other organic sectors around the world.

In the meantime the organic sector wants to continue to oppose the release of
GMOs.

5.10. Fragmentation of sector

Many of the individual components of the sector are fragmented. This restricts the
growth of the organic sector.

Sector industry production is restrained by fragmentation. Producers are often
isolated and widely distributed geographically.

The critical minimum quantity of organic produce needed before processing can
begin is not always available.

A minimum output is required from the production units before markets can be
confidently supplied.

Significant risk and associated costs occur during the transition from conventional
to organic production systems.

The organic sector faces many of the typical constraints of an emerging industry.
Failure to secure critical mass throughout the sector impacts on growth.
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6. Vision for the Organic Sector

Our vision for the Organic Sector in New Zealand is:

To be recognised internationally as a world
leader in organic systems and products.

A target of $1 billion total sector sales by 2013 is proposed.

Beneath this broad Vision lie several specific visionary elements:

The creation of a strong national leadership with a robust vision and organisation
that is recognised by government and the major stakeholders in the organic
sector.

The organic sector expands and makes a significant contribution to New
Zealand's food production capacity with particularly strong growth in the export of
organic food products, both fresh and processed.

Community recognition that organic productive ecosystems are sustainable and
environmentally friendly.

The integrity of organics is to be maintained whether or not GMOs are released in
New Zealand, and there is continued acceptance of NZ organic products in the
export markets.

The standards used by NZ Organic Certifiers are accepted in domestic and
export markets and retain their credibility within the organic community.

The use of the strong NZ brand by the organic sector and its links with the
tourism theme of ‘Pure New Zealand'.

Consumers, sector stakeholders, planners and decision makers build their
awareness of the benefits of organics.

Local and central government authorities recognise that organics are a vital part
of New Zealand’s primary sector, food chain and national image and act to
support their growth.

Greater awareness among consumers of the contribution of organic products
healthy diets.
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7. Industry coordination at the national level

A vital part of this strategy is the recommendation that the industry establishes an
Organic Sector Board to facilitate important national and regional initiatives.

7.1. Why have an Organic Sector Board?

A number of areas have been identified where co-ordination needs to be facilitated and
important programs implemented. To effect these actions, a permanent organisation
that can mediate, negotiate and contract resource is required.

Without such a body, the Sector will continue to have difficulty in effecting the
advancement of which it is capable. New Zealand at large will therefore not benefit in
areas where organics may offer advances such as:

Sustainability of food and fibre production systems
Environmental improvements
Regional employment gains

Economic benefits, especially where premium prices for exports continue to
be achieved

Sharing knowledge resources between organic and advanced conventional
systems

An aligned image that underpins branding themes such as the current
tourism theme of Pure New Zealand.

To date there have been several activities that indicate the need for an ongoing pan-
industry structure that is proactive in handling issues of common concern to various
participants within the organic sector. viz.

Development of Standards New Zealand draft P 8410 Organic Production.
Development of the Small Grower Certification Scheme

Development of a Strategy for the Organic Sector

Negotiations for entry of organic exports into other countries

7.2. Why not use an existing organisation?

The Task Team
that developed
this strategy for
the Organic
Sector believes
that the present
structure of the
industry, whilst
having served
the sector well
and achieved | el
much, is not

well suited to
achieving the
::)hpap::oar:: nrllgsvs : #{ Organics Working Group (OWG) : |<-——i !
available. Government

(FTEs = 0)
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Sector organisations are very dependent on a strong voluntary effort. The sector
needs to plan for a decrease in this effort as it continues to expand and the
consequential organisational demands increase.

This simplified diagram demonstrates the organisations that make up the Organic
Sector® and their various linkages.

Key points to note are:

each organisation serves a particular group or philosophy, but generally does not
represent all stakeholders in the sector, or necessarily all stakeholders in a
particular segment.

each organisation has only sufficient capacity to communicate with its own
members and insufficient capacity to take on a national role.

the one ‘peak’ organisation formed thus far, OFANZ, has no permanent staff and
for the most part assembles to address areas of common concern. This has
been a sensible position to date, but the new task envisaged will require a full-
time resource at industry leadership level.

In its present structure, OFANZ,

restricts membership to those organisations whose business is predominantly
organic, and

is a ‘virtual’ structure that comes into being infrequently and acts only where there
is common agreement on a particular subject. Where the participants do not
agree on a particular subject, they are free to make direct and independent
representation, e.g. to government, etc. This stance may have been appropriate
in the past, but implementation of a serious strategy will require a higher level of
participation, decision making and implementation.

7.3. Effective structures

In developing its recommendation for a future structure, the strategy development team
considered other primary sector organisations that had proven to be effective in the
New Zealand environment. Examples included:

NZ Federated Farmers: Source: www.fedfarm.org.nz)
A network of 23 provinces plus area networks or branches

Five industry groups e.g. meat and fibre, dairy, etc; plus six other organisations
representing specialist producer groups

The federation is governed by a National Council that meets twice a year, and a
National Board that meets bi-monthly

A Wellington office provides a centre for policy development, advocacy, lobbying
and legal services. The main administration centre is in Hamilton, which is one of
three Regional Support Centres.

8 (Note: a diagram of the current sector structure is shown greater detail is given at page11)
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New Zealand Forest Industries Council: (Source: www.nzfic.nzforestry.co.nz)

A board of 15 drawn from the major industry participants

Task Groups lead by chairpersons, focusing upon the areas of:
- Market access

- Safety

- Environment and Energy

- Education & Training

- Research & Development

Sector organisations include:

- Farm Forestry Association,

- Forest Owners Association,

- NZ Pine Manufacturers Association.

The points in common between these two organisations are:

7.4.

a decision making body that includes wide stakeholder interests
a board elected by the stakeholders

project teams or working groups that can facilitate coordinated effort in areas
such as research, certification, trade barriers, etc.

sector organisations that function as regional or product aligned groups for
communications and co-operative support.

Sector Concerns

In the process of reviewing an early draft of this strategy the following concerns were
raised by members of the sector:

the sector does not require a new ‘government department’ to administer it
the sector does not wish to be ‘run by a bunch of bureaucrats’.

Spokespersons did acknowledge the need to be able to gain assistance from
trade, local government and central government persons.

The sector wants stronger grower participation. But the reality is that the most
effective growers have little time free for sector management.

Some believe that the sector is now run by administrators and intermediaries, few
of whom have made a major financial commitment to organic production, as
compared to larger scale producers. This does not infer lack of professionalism,
but it does point toward the need for adequate communication channels as part
of any new organic sector strategy.

Knowledge transfer systems are best carried out by experienced people already
in the business. A number of these people exist, but they are under-funded.

Any knowledge transfer system that might be implemented by an Organic Sector
Board will need to be distributed throughout the country. Major growers however
are more likely to look to established product aligned networks that are already
seen to be working well. A combination of the two forms, with some pan-sector
communication process, would be to advantage.

The proposed Organic Sector Board is intended to provide a pan-industry approach to
common concerns and initiatives that apply across the whole of the organic sector,
while enabling individual organisations and businesses to continue their present
activities with a minimum of external intervention.
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7.5. Organisational conclusions

The key organisational conclusions of the strategy development team are as follows:

1. Board and Executive

The sector needs an effective decision making Board that can direct a small but
knowledgeable Executive Group to work with existing resources. This will help
maximise the benefits that a stronger commitment to organic systems may bring to
New Zealand.

2. Existing Structures

Organic Sector organisations and structures exist and have already achieved much.
Specifically,

Most stakeholders in the sector belong to one or more organisations each of
which have effective communication processes, and some are currently
improving these further. As presently structured, most do not have resource
capacity to do more than handle member communications.

Some product sectors have well developed organic sections, such as kiwifruit
(led by Zespri), vegetables for processing (Heinz Wattie being dominant), and
dairy (with Fonterra now developing an organic network with contracted
processing locations). Each of these, and other organic product sub-sectors, is
expected to further develop their own structures including information, knowledge
and support systems. These product sectors are believed to be effective and the
strategy encourages their continuance. What the strategy does seek is to gain
from cross-sector experience and knowledge flows. This is unlikely to be
achieved by those focussing upon a single product area. The opportunity is for a
catalytic function to facilitate this cross flow.

3. Wide stakeholder representation

An objective of developing this strategy is to be inclusive of all stakeholders. It follows
that new entrant organisations, major sector organisations, and government agencies,
should all have a clear channel by which they can participate and contribute to the
opportunity that the organic sector now presents. No such organisation exists to
facilitate this.

4. The OWG could be seen as a forerunner

The Organics Working Group (OWG — refer to Chart O diagram of organisations that
form the Organic Sector) was established by the Government in July 2000 in response
to an initiative taken by the Organic Federation of New Zealand (OFNZ — now OFANZ).
The OWG was comprised of representatives of the organic sector, organic certifying
agencies, conventional farming, Maori and government departments. This grouping
had no formal status and ceased to exist after completing two published documents®.

® OWG documents were:

0] A Report: ‘Facilitating the efficient and sustainable development and growth of the
Organic Sector in New Zealand’, September 2001 and
(i) a Technical Paper: ‘Understanding the Costs and Risks of Conversion to Organic

Production Systems’, January 2002.
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5. Research and Technology

During the consultation process there were many examples where solutions to
problems that occur under organic production were claimed to be known and proven -
but transferability of the knowledge was not happening. In other cases the problems
were claimed to require further research before robust solutions could be expected.

The strategy development team concluded that there were opportunities for better co-
ordination of research and technology transfer efforts. Some organic sector
participants show a level of distrust towards the New Zealand Crown Research
Institutes (CRIs) who collectively have a large knowledge pool of value to the primary
sector. To date the organic sector has not evolved a robust process to access this
knowledge. Given that the Foundation for Research Science and Technology spends
between $2 million and $3 million annually in knowledge areas of direct benefit to the
organic sector’®, and much more of indirect benefit, an improved communication
channel is required. Some universities and technical institutes also have long time
knowledge and experience of organic systems, with Lincoln and Massey Universities
being prominent.

7.6. Recommended Role, Structure and Functions

The role of the Organic Sector Board is to:

manage and enhance the common property of the sector, i.e. the organic
philosophy and brand image

facilitate, liaise with and coordinate the work of the many sector groups and
agribusinesses that have successfully advanced to sector to its present position.

be the single authoritative organisation representing the organic sector that is
able to make firm decisions and with the capacity to manage these through to
implementation.

interact with central government ministries in developing policy and improving
operations of concern to the sector.

The structure recommended for the Organic Sector is presented in the diagram on the
following page.

The important points of the structure are:

1. An Organic Sector Board is established to take charge of the strategy
implementation and work to provide focus and co-ordination for the sector.

2. The Organic Sector Board will be elected by the Consultative Group of
Stakeholders.

3. The Consultative Group is drawn from several stakeholder groups, each of which
has a vital need to be participating at the highest level in the sector. Members of
the following groups will elect the Board:

Members of OFANZ (Organic Federation of Aotearoa New Zealand):
Maori interests. Te Waka Kai Ora is a significant group.

1% |nformation in the OWG Report (Pg.3) is that FRST stated it had invested $2.6 million in
targeted organic programmes in 2000-01. Note: not all FRST funding is directed toward CRIs.
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Major product groups. Most of these organisations belong to OPENZ (The
Organic Product Exporters Association of NZ). The major product groups
have a large economic impact and commitment (including financial), and
need the opportunity to communicate at the highest level.

$ 0 ' &( ) *

TASK TEAMS, eg.

Organic Sector . <

@ | Board @) * Communications <
“—¥ | eag * Education & Training -
ea
- * Research & Technology [®-

* Vision P

* Market access
* Advocacy L <
* Certification

(b)I T (© (e

Consultative Group of Stakeholders (g

(e) Task Team members drawn from Consultative Group -
Notes: and some may be co-opted only for specific projects.

(a) Organic Sector Board meets regularly e.g. monthly. (f) All funders will be full or associate members of the

. . . Consultative Group.
(b) Consultative Group meets (i) Annual Meeting and

possibly also (ii) Mid-term for updates. (g) Consultative Group provides a forum at which all
stakeholders can promote, discuss and action key generic
issues, as well as building mutual understanding and
confidence.

(c) Consultative Group elects Board and determines
the core and project funding.

(d) Board will include at least one person from each of

. : (h) Board may co-opt a non-voting member from the
the three nominated groupings of Stakeholders A,B,C.

government ministries.

The following groups are recommended for associate membership of the
Consultative Group (i.e. not eligible to elect Board members):

Central and regional government who will contribute knowledge and
understanding of such matters as trade negotiations, national standards,
environmental regulation and monitoring, research and technology and
community education.

Certification agencies
R&D interests
Education resources.

All make a vital contribution as service suppliers. They may contribute as full
members to the work of the Task Teams when requested by the governing
Board.

It is expected that the Consultative Group will comprise approximately 50
persons. This group is expected to meet once a year, which should be
practicable for most stakeholders to attend. Mid-term meetings may be held
when required.

The Consultative Group provides a forum at which all stakeholders can promote,
discuss and action key generic issues, as well as building mutual understanding
and confidence among the various groups within the organics sector.
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4. Several Task Teams will be set up to work with the Board on specific areas of
focus. These persons would be drawn primarily from the Consultative Group, but
others with specific skills may be co-opted.

5. A small Executive Team of two to five persons is recommended to provide full-time
support to sector tasks; industry wide initiatives, such as the work of the Task
Teams; and representations. Their responsibilities and direction will be determined
by the Board.

6. Where funding is available for contracted tasks, such contracts are to be nominated
by the Board and administered by the Executive. The work, e.g. in education,
technology transfer, or other investigation, etc. would be expected to be contracted
to an existing organisation that has proven capability in the appropriate area. Itis
not envisaged that the Board should be funded to duplicate a permanent capability
that already exists in another organisation. However, it may be appropriate to
transfer some existing capabilities to the new organisation.

7. An Establishment Board will need to be appointed with responsibility to :
Define the appropriate roles for the Organic Sector Board
Propose governance policy guidelines for the Board.
Specify the qualifying requirements for members of the Consultative Group
Propose a method by which the Consultative Group elects the Board.
Arrange for the election of the initial Organic Sector Board.

Prepare Business Case to request government funding support for the start-
up operation of the Organic Sector Board and executive.

The following criteria could be used to select the members of the Establishment Board.
Each member would be expected to have one or more of these attributes.

Relevant skills to prepare business case to be put to government.
Proven capacity to work at the national level and embrace a national vision.
A passion for the work of the organic sector.

Strong networking within the organics sector and credibility at the grass roots
level.

Track record and commercial experience in organics.
Integrity and ability to be inclusive of the various organic interest groups.
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8.

Strategic Plan

The strategic plan must be able to move the Organic Sector from its current status and
reposition the sector so that it can achieve its 10 year vision. The desired changes are
summarised in the Change Table below.
These issues are all important and are not necessarily listed here in order of
importance.

Area Of Change

Transition From

To

Leadership is spread across
several organisations with a

National leadership established with
robust vision & organisation. Recognised

8.1 Sector . strong volunteer base. Thereis by all stakeholders as the first stop and
leadership . . ; . .
no national body with action point for all generic matters
permanent staffing. relating to organics.
Sound information base to manage the
. Inadequacies in knowledge sustainability of production, processing,
Sustainable . .
82 systems & required to manage susta_lnable transp(_)rt a_nd storage systems.
' systems. Limited interaction Proactive links and leverage between
research . . . ; : :
with conventional agriculture. conventional agriculture and organic
systems.
Several certifiers but yet to be Certification schemes are robust and
8.3  Certification widely recognised in domestic meet the needs of both producers and
and export markets. the consumer markets.
R_elatlonshlp The potential benefits of Organic systems_h_ave recognition and
with local & . . support of authorities as a vital part of
8.4 organic systems are not widely R .
central . New Zealand’s primary sector, food chain
recognised by government. . .
government and national image.
Widespread use and recognition of
. Environmental benefits of organic and related production processes
Environmental X X . : :
8.5 health organic production processes with less impact on the environment for
need to be promulgated. the maintenance of sustainable systems
— see also ‘Sustainable Systems’ above.
- Organics has contributed to an increased
Recognition of the health value ;
Consumer . . awareness of healthy diets among
8.6 of organic products is not ) ,
health . consumers — see also ‘Awareness
widespread among consumers.
below.
More investment is required to Benefi.ts understood by consumers,
g7 Awarenessof  achieve effective communicatior sector; planners & decision makers. The
' organics among consumers, sector, grgarluc sector z_ashs_|stl\slzc,areer_ ional
planners & decision-makers. evelopment within S nutritional,
education and food chain.
. Marketing and branding are at Proactive marketing using the strong NZ
Marketing & . : - - .
8.8 . the early stages of evolutionary  Brand consistent with NZ’s tourism
branding
development. theme of Pure New Zealand.
Moratorium on release of Plans in place to minimise risk of organic
8.9  GEand GMOs GMOs s being compromised by GE.
Widely distributed production
units. Lacks product supply for  Established production units with good
8.10 Sector structure SCMe processing. Variable !ndustry processing and distribution
product supply to markets. infrastructure. Good match of product
Needs to scale up the good supply and market demand.
work of the early pioneers.
Knowledge & Lacks complete information on  Excellent information on sustainable
8.11  information economics and how to produce  organic production systems and
base products. economics available.
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8.1. Establish strong leadership and vision at the national level

The organic sector will establish strong leadership and vision at the national level. The
initial strategic objective is to set up a well resourced national organisation that is able
to advocate and negotiate on behalf of its member organisations. A proposed structure
for the lead organisation is discussed in Section 7.

The sector will:
Establish a national lead organisation with a Board appointed by of the
contributing member organisations.
Support the Board with a Secretariat that is permanently staffed.
Assign the following functions to the:

- Organic sector strategy implementation

- Education and training oversight

- Communications

- R&D oversight

- Technology transfer oversight

- Capability to establish generic brand marketing

- Input to negotiations for access to export markets

- Input to certification standards

- International linkages to other organic organisations.

Provide the organisation with a stable funding base that will cover both (i) set up
costs and (ii) running costs.

Obtain wider input from the member organisations by means of a Consultative
Group of Stakeholders which may provide a high level direction to the Board, to
whom the Board reports, and from where resource persons can be drawn to
serve on specialist advisory committees.

The Board of this organisation should play a significant role in identifying the
appropriate actions to be taken to ensure that this strategy is implemented. The
key strategic areas are outlined and discussed below.

8.2. Improve the technology for the management of sustainable production
systems

The organic sector will have a primary objective of developing sustainable food and
fibre production systems. Sustainable systems require the long-term maintenance of
soil fertility, the use of renewable resources as far as possible and the mitigating of the
biological, chemical and physical impacts on the environment.

The sector will:

Explore and develop ways of expanding its R&D base in order to build the
knowledge base about sustainable productive ecosystems.

Oversee the provision of information to organic practitioners about the critical
parameters of their productive ecosystem and how to manage these for optimum
benefit. There are shortcomings in current organic management systems for
which remedial practices are needed.

Identify and support researchers able to think outside the boundaries of
conventional agriculture and champion research for the organic sector.

Develop innovative ways of locating relevant R&D findings within the framework
of conventional agricultural research.
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Work cooperatively with conventional agriculture and use existing industry levies
to expand R&D programmes in organic production systems.

Consider the establishment of a dedicated R&D facility similar to the EIm Farm
Research Centre, UK

Use innovative and cooperative farmers (e.g. Group of 8, Nelson) to address
R&D problems at the regional level.

Undertake an economic assessment of the environmental benefits that arise from
the sustainable management practices used by organic producers.

Secure stable R&D funding and long term commitment of researchers because
studies that could lead to improved management of productive ecosystems are
complex and long term.

8.3. Enable ongoing development of a robust certification regime

Organic products for the domestic and export markets will be produced using
production and processing systems that have been certified by an agency using an
approved certification standard. The standard(s) must be internally consistent and
credible with both producers and consumers, and their criteria must be adequate to
enable the organic products to be placed on either the export or domestic markets.

The sector will:

Ensure that New Zealand organic certification schemes are recognised by the
appropriate authorities in the export markets, and that the organic certification
standards apply to both domestic and export markets.

Work with more than one accredited certification agency.

Support the development of the Organic Production standard (P8410) by
Standards New Zealand. This standard is designed to allow additional certifying
criteria to be added by individual certification schemes.

Ensure that each producer and/or distributor-exporter can select their own
organic certification scheme.

Ensure that procedures are in place to enable the proposed Organic Production
standard (P8410) to be maintained and periodically upgraded.

Educate consumers to recognise Organic Certifications and to understand the
implied guarantees.

Support efforts made to ensure that organic products imported into New Zealand
carry a Certification that is accepted by the local organic community.

8.4. Obtain government support

The sector will seek to have its contributions to the economic, environmental and social
well being of New Zealand more widely recognised and acknowledged by local and
central government.

The sector will seek specific support in the following areas:

support to the producers during the conversion period

assistance in developing the infrastructure required by an emerging industry

explore with government agencies possible forms of intervention that would
encourage conversion to organic production systems without unduly suppressing
market signals.

additional funding for organic research and development and involvement in
deciding research priorities.

obtain Government seed funding for up to 5 years to support the establishment of
a national lead organisation for the organic sector.
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To obtain government funding the Organic Sector will have to prepare a Business Case
for presentation to government. The Business Case must address the following
criteria:

projected revenue increase and export growth in organic products
size and nature of investment needed to achieve the projected export growth

the sector’s contribution to the resources required. Past, present and future
contributions to be considered, including future options of steady state funding
levies.

guality of the Organic Strategy

support and commitment of the Organic Sector to the proposals
other likely public good benefits e.g.

- improved opportunity for Maori

- furthers Maori aspirations

- improved environmental and consumer health

- contribution to New Zealand’s positive clean green image
- synergy with other sectors, e.g. Tourism

8.5. Improve the community’s perception of organics’ contribution to
environmental health

The sector will use its resources and procedures to deal with issues relating to
environmental health and sustainability. Again, the sector has the option of working
through either (i) the proposed national organisation, or (ii) by the individual
organisations within the sector dealing with the matter in their own ways.

The sector will:

Seek alternative management practices where present practices are inadequate
and do not meet environmental specifications.

Develop procedures that prepare the sector to respond to community concerns in
the unlikely event that an organic management practice seriously impacts on the
soil, water or atmospheric environment.

Evaluate and promulgate the economic and technical benefits of organic systems
to the environment.

8.6. Improve the community’s perception of organics’ contribution to human
health and healthy food

The sector will use its resources and procedures to deal with issues relating to
consumer health. The will be done either (i) through the proposed national
organisation, or (ii) by allowing individual organisations within the sector to deal with
the matter in their own way.

The sector will:

Promote a favourable perception of the value and safety of organic foods
because this is likely to be a dominant factor in the growth of the organic sector.

Develop procedures that prepare the sector to respond to public concerns in the
unlikely event that an organic food product is shown to have been a risk to human
health.

Work with other health groups to promote organic products as a means of
encouraging consumers to increase their intake of fresh fruit and vegetables,

follow the plan and change to better diets.
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8.7. Expand the awareness of organics within the community

The sector will build the awareness of organics (i) within the community, (i) among

potential customers / consumers, and (iii) among potential producers.

The sector will:

Initiate specific programmes to improve the perception of organics among
conventional farmers and decision makers.

Develop education initiatives that inform the consumer about the environmental
values of organic production and the association of quality food with good health.
Develop similar initiatives to inform the community of the value of sustainable
production systems and their potential to be environmentally friendly.

Encourage organic businesses to adopt performance reporting in the economic,
social, environmental, and cultural areas.

Ensure that the media is well briefed and included in the promotion of organics
within the community.

Encourage and support the teaching of concepts of sustainable agricultural
production in primary and secondary schools.

Encourage and support the teaching of tertiary education programmes that are
based on the robust principles of organic production and other sustainable
production systems, within both polytechnics and universities.

8.8. Market organic products using the strong New Zealand brand

New Zealand organic products will be exported and marketed using a New Zealand
brand that conveys to the customer a positive image of New Zealand’s ‘clean green’

environment and total confidence in the integrity of the Organic Certification.

The sector will:

Co-ordinate efforts to underpin organic food exports under strong brand and
certification identification.

Work with other groups, e.g. tourism, to enhance the ‘clean green image’ of New

Zealand and to unlock the value in organics.

Work with suppliers who operate within a range of marketing options such as

- Unrestrained free market competition on the domestic market
- Limited cooperation on the domestic market.

- Unrestrained free market competition among exporters.

- Cooperation on the export market.

- Exporters follow the marketing practice of their non-organic product group.

8.9. Ensure that organics is not compromised by genetic engineering

The organic sector still supports an extension of the moratorium on the release of

genetically modified organisms (GMOs) within New Zealand. However, continuation of

the moratorium cannot be guaranteed and a strategic approach will be developed that

can handle the release of GMOs should that occur.

The sector will:
Continue to advocate for the extension of the moratorium and identify the

potential risks associated with the future release of GMOs into the New Zealand

farming environment.
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Prepare a robust contingency plan that will allow organics to coexist with GMOs
in the field. This plan will be aligned with that of other organic organisations
around the world, particularly those in our primary exports markets.

Develop strategies to lessen the impact that the release of GMOs may have on
domestic and export markets for organic products.

Recognise that there exists a range of views within the sector about whether
genetic engineering research should proceed, but the sector is unified in its
opposition to the release of GMOs.

8.10. Sector structure

Many of the individual components of the sector are fragmented. This restricts the
growth of the organics sector.

Organic sector production is restrained by fragmentation as producers are often
isolated and widely distributed geographically.

The critical minimum quantity of organic produce needed before processing can
begin is not always available. This applies to food and fibre, including livestock.

A flow-on effect is that typically a minimum output quantity is required from the
production units before markets can be confidently supplied.

A factor is that significant risk and associated costs occur during the transition
from conventional to organic production systems.

The organics sector faces many of the typical constraints of an emerging industry.

Failure to secure critical mass throughout the sector, in production and
processing impacts on growth.

8.11. Share knowledge of organic production systems and build the skill base

The organic sector will encourage the growth and development of its production base.
The sector will:

Work to overcome the growth limiting factors resulting from the isolation and
dispersion of its production units.

Undertake promotions to attract more producers into the sector.

Expand the technology transfer systems to serve both new entrants and
experienced organic producers.

Explore and develop innovative ways of sharing the accumulated knowledge and
information needed by producers and processors, as well as leveraging off
conventional agriculture.

Several useful technology transfer practices have been proposed during this project:

Explore the use of demonstration farms (e.g. Kowhai Farms). Introduce a
research component into these farms.

Select farms for monitoring (i) the transition from conventional to organic
agriculture, and (ii) the performance of established organic farms.

Develop a management blueprint covering the significant issues involved in the
transition to organic farms and the subsequent management of these farms.

Determine R&D priorities - need fora that will allow dialogue between producers
and scientists.

Establish an 0800 advisory service for organic producers

Involve experienced organic farmers in structured technology transfer
programmes.
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Establish an advisory service that specialises in organic farms.

Encourage industry systems that provide a better match between product supply
and market demand, especially for fresh products with a short shelf life.

Other support services will be required to grow the sector:

Encourage the establishment of further tertiary courses in sustainable production
systems to provide a skilled workforce.

Arrange training opportunities for students who want to obtain field experience of
organic production.

Encourage the Industry Training Organisations (e.g. horticulture and agriculture)
to be proactive in providing opportunities for training in organic production
systems.

Encourage banks and other lending agencies to support organic farming on the
same basis as they support conventional agriculture.

Explore whether financial incentives (e.g. discount on rates) might be provided
during the transition period from conventional to organic production that do not
seriously dampen the normal market signals.

Organise processing capability for small runs of organic products during the
exploration and establishment stages before the production levels justify the
financial and technical investment.
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9. Recommended Action Plan

This Strategy recommends a course of action that is designed to optimise the core
value systems in organics that proponents believe will, if widely adopted, have
considerable benefits for New Zealand, its economy and its people.

Below is the proposed sequence for implementation.

1. The present Organic Strategy Client Team will be invited to nominate an
Establishment Board of seven members whose objective is to set in place a
national lead organisation called the Organic Sector Board as described in Section
7. The membership of the Establishment Board is expected to reflect the format
recommended for the ongoing Organic Sector Board (outlined in Section 7,
together with the criteria on which to base the selection of the board members).

2. The Establishment Board is to work for one year or less, and will be asked to:

Define the appropriate roles for the Organic Sector Board.

This will cover issues such as communications, knowledge transfer and
education, market/consumer research, workforce training, and research and
development on sustainable organic production systems. The extent of this work
will depend upon the available funding. The general intent is that the Board and
Executive will provide a facilitative role for the work already being done by
individual product groupings and some individual organisations. It will focus on
bringing these efforts into closer harmony so that the overall learning and
knowledge can bring greater reward to all sectors of the community. The task is
not solely to build exports. Domestic markets are also vital, but a strong export
base will add significant impetus to this. There are already a number of
programmes funded by government, and the creation of the Organic Sector
Board is expected to make these more effective by providing better
communications and strategic direction.

Propose a set of governance policy guidelines and a Constitution for the
proposed Board and the Consultative Group.

There are now very effective tools to help elected Boards develop appropriate
governance policies.

Specify the qualifying requirements of the Full and Associate Members of
the Consultative Group of Stakeholders.

The Consultative Group is proposed as the vehicle that will enable the
stakeholders group to be inclusive. As new sector groups may emerge in the
future, it should not be unduly restrictive in its membership definitions. However,
the approach to membership needs to be sensible. For example it would not be
logical for a home gardener to have the same level of influence as a major
grower with many millions invested in land, knowledge and bio-security
measures.

Propose the method by which the Consultative Group elects the Board.
Subsequently the Board will have to be elected by members of the Consultative
Group. The Board should have a minimum of one person from each of the four
sections nominated. The strategy development team does not recommend
further restrictions because the process needs to allow the most able people to
be selected by the industry. For example, continuity and good governance is
assisted where Board Members retire by rotation — and not all at once.
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3. The functions of the Organic Sector Board are described in this Report and its
Appendices. The Board and its full-time Executive are expected to provide
leadership and co-ordination. They are also expected to be a primary funding and
communication channel by which the direction and benefits of the Organic Sector
are optimised. Implementation of the strategy is expected to be outside the sole
capacity of the Executive. Existing sector organisations have capability for many
tasks such as technology transfer and education and would be able to carry these
out — if contracted and funded to do so.

The proposed Organic Sector Board is the logical agency to oversee the
implementation of the strategy.

4. The Establishment Board is expected to develop a Business Case (based upon this
strategy) and then approach Government for seed funding to allow the ‘Organic
Sector Board’ to be established. It will be important that funding is provided for a
minimum period of say five years. This will allow for a degree of certainty and
ability to

attract the best people for the leadership roles

embark on projects that will have ongoing benefit to all sections of the
community

allow for phasing of changes in function, form and funding.

5. Initial funding is to be sought from Central Government is for a five-year
establishment period at $2 million per year. The concept budget for the new Board

follows:
Staffing $ 500k
Office overheads $ 250k $0.75m
Key areas for support
Communications $ 250k
Research links $ 250k
Representation & Advocacy $ 250k
Technology transfer $ 250k
Education materials etc $ 250k $1.25m
Budget required for 5 establishment years (p.a.) $2.0m

6. The Organic Sector Board will be required to determine how alternative funding
sources may be obtained and phased in following the expiry of Government
seed/establishment funding. The Commodity Levies Act may be used for this
purpose, but many producers already pay a levy to product organisations. A pan-
sector organic levy could effectively double the levy paid by some producers. The
form of self-funding should be a focus for the Board during year 3 of the initial five
years of operation, provided Central Government funding is provided for an initial
five-year period. Once the functioning of the Organic Sector Board has become
established, it is expected that a practicable framework will emerge for both (i) Core
funding and (ii) Project funding. Such a split may facilitate better stakeholder
funding alignment with specific areas of need.
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10. Final Comments and Summary Rationale

Throughout this project, the strategy team was regularly challenged as to where
funding for any initiative might originate. The Organic Sector participants themselves
are generally ‘happy with their lot’ and are not seeking ‘hand-outs’ from Government.
However, organic initiatives could bring significant benefits to many sections of the
community in areas such as:

- Sustainability of food and fibre production systems
- Improved care of the environment

- Improved community health — especially through the recognition of the value of
fresh fruit and vegetables.

- Providing an important focus programme for Maori
- Increased regional employment

- Economic benefits, especially in the export markets where ongoing premium
prices can be achieved

- Improved occupational health for producers

- Expanded knowledge resources for all agriculture — both organic and
conventional agricultural systems

- Aligned image support underpinning branding themes such as the current tourism
theme ‘Pure New Zealand'.

Given this situation it is very reasonable for the wider community to contribute seed
funds to the emerging organic sector.

The pioneers of the organic sector have already made a substantial commitment over
the past 60 years. Major organic producers, with little technical support and much
cynicism from conventional agriculture producers, have made huge advances in
proving appropriate methods for sustainable organic systems that work within the New
Zealand environment. Their investment has been made and Government funding is
now vital to enable the wider community to access these benefits.

In April 2001, the Primary Production Committee of Government reported to the House
on its Inquiry into Organic Agriculture in New Zealand. Their report included the
following:

Despite the growth of the organic sector, organic and agricultural exports are
still relatively insignificant, being less than one percent of New Zealand® total
agricultural exports. Several factors constrain the development of the industry.
These include reduced financial returns during conversion, limited access for
producers to technical information and advisory services, lack of research, low
numbers of tertiary education programs and a negative perception of the
organic industry.

Overcoming these barriers needs both industry and government support.**

1 ‘Organics — New Opportunities for the Future’, House or Representatives, April 2001 (Ref. I. 11A).
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Also relevant is a statement made in the summary of a study based upon workshops
held during 2001 in Dunedin, Lincoln, Palmerston North and Waikato:*?

Organic producers do not have the same knowledge and infrastructure
available to them as conventional producers. Gaining knowledge can therefore
be more difficult, more time consuming and more expensive.

This strategy outlines the pivotal role a new Organic Sector Board can play in
coordinating resources to reducing these barriers.

The opportunity for Maori warrants special mention. Right through the series of
meetings, investigations and workshops that have lead to the development of this
Organic Sector Strategy, Maori have played an important role and clearly stated their
positionl.3 The following was included in the September 2001 ‘Organic Working Group
Report™™:

... a Maori group in Northland have ... identified a Maori name “that identifies a
pure product based on a story” (Hua Parakore), encapsulating all the elements
used and the spiritual life being of resources that have been used. This
concept not only promotes New Zealand as a country that supports the concept
of sustainability, but is also working with Tangata Whenua as the indigenous
people.

Maori interests also made important inputs to the development of this strategy - see
Section 4.

The organic sector is providing hope to many Maori in rural areas as a means
of providing sustainable livelihoods and ways of life that are grounded in tikanga
Maori (Maori custom) and enabling Maori to achieve tino rangatiratanga (self-
determined development).

The opportunity presented by organic systems is huge. Elsewhere we have made
repeated reference to environmental, social, economic and health benefits.

At present the industry size is about $140 million, which includes about $70 million in
export earnings. The industry’s forecast is to triple this size in 4 to 5 years.

Organic exports of horticultural and vegetable products are about 2.5 percent or $50
million p.a. of total category exports. If the proportion increased to 10 percent by year
2010, organic horticultural and vegetable exports would be approx. $200 million p.a. If
the dairy industry, via Fonterra, achieved a target for organic products of 5% of all dairy
exports they would reach $350 million organic product exports by 2010. If those
projections are achieved, the outlook for the New Zealand organic produce exports
would be as illustrated in the chart on the following page. The target for this Organic
Sector Strategy of $1 billion by year 2013 is seen to be achievable, given present
indications of support. Government endorsement and seed / establishment funding for
the proposed Organic Sector Board is expected to be pivotal in achieving these targets.

The diagram below illustrates the scale of The Organic Opportunity now becoming
available — and this only reflects the export produce dimensions.

12 Understanding the Costs and Risks of Conversion to Organic Production Systems’, MAF Technical
Paper No. 2002/1; prepared for MAF Policy.

13 ‘Facilitating the efficient and sustainable development and growth of the New Zealand organic sector’,
Organic Working Group Report, MAF, September 2001.
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Appendix 1. Strategic Areas Critical to the Development of the
Organics Sector

This Appendix presents the strategic areas within New Zealand’s Organics Sector that need
to be considered during the development of a strategy for the sector. These areas were
identified by the participants who attended the strategy workshops, contributed to the ‘pulse
interviews’ and responded to the on-line survey. The underpinning information has been
summarised in the appendices that follow.

The individual strategic areas are described and the related industry issues are noted.

Certain sector needs are identified and the desired sector outcomes are presented. The
observations are made by the consultant team.

1.1. Effective sector organisation with leadership & vision

Description

The organic sector needs strong leadership and vision at the national level. A well resourced
national organisation is required, that is able to advocate and negotiate on behalf of its
member organisations. The operating principles must allow input by members into the
decision making and planning for internal and external issues that impact on the growth of
the sector.

Industry issues

The sector needs effective leadership at the national level with the ability to champion
organics.

The sector lacks a well resourced and credible organisation which has the capability
to represent and advocate on behalf of the range of interests within the sector.

The present structure within the organic sector is based on many organisations each
with their own responsibilities, but none with an over arching national role.

At this stage of development the organics sector could be swamped by joining an
existing organisation that serves conventional farmers and distributors. Organics
lacks the maturity and experience to hold its end up.
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Organic sector needs

A national organisation whose Board is appointed by of the contributing member
organisations.

The Board should be supported by a secretariat that is permanently staffed.

The national organisation should have the following functions:
- Organic sector strategy development and implementation

- Education and training oversight

- Communications

- R&D oversight

- Technology transfer development

- Capability to establish generic brand marketing

- Input to negotiations for access to export markets

- Input to certification standards

- International linkages to other organic organisations.

The national organisation needs an industry-wide funding base to avoid capture by
large corporates who may dominate the activities. It will need both (i) set up costs
and (ii) running costs.

The national organisation could obtain a consumer input on an ‘as needed’ basis.

The Board should not usually comprise more than seven persons. Additional
members must be rigorously justified on the basis of specialist skills required by the
Board.

Could obtain a wider input by having a mix of organisations. e.g.
- Board of seven persons that has contractual commitments and defines policy.

- Consultative Group — comprises stakeholders such as producers, funders,
distributors etc.

- meets annually or slightly more often
- advises the board
- provides members to serve on specialist advisory committees

Observations

The viewpoints of the many organic organisations need to be brought together under
one national organisation with the credibility and capability to represent the range of
interests within the sector.

Organics may consider using elements of the organisation and structure models used
by Federated Farmers of NZ Inc. and NZ Forest Industries Council. (i.e. Central
Board with Specialist National Committees and Regional Committees).

Effective work in organics requires a paradigm shift in many areas. E.g. education,
certification, R&D, branding, technology transfer. A national organisation could help
support and sponsor the changes in outlook.

Desired outcomes
An effective national organisation that is recognised by government and supported by
the major players within the organic sector.

A sector strategy based on a 10 to 20 year time frame and which can be
implemented.

The national organisation should be small, flexible and non-bureaucratic in its modus
operandi; and provided with the resources needed to achieve its objectives.

The organisation must have appropriate governance functions and operations that
are transparent to its member organisations.
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1.2. Sustainable production systems — the organic option

Description

The organic sector has a primary objective of developing sustainable food and fibre
production systems. Sustainable systems require the long-term maintenance of solil fertility,
the use of renewable resources as far as possible and the mitigating of the biological,
chemical and physical impacts on the environment.

Industry issues

Sector needs to be able to identify its potential contribution to the economic, social,
environmental and cultural well being of New Zealand.

Organic practitioners need to understand the critical parameters of their productive
ecosystem and how to manage these units for optimum benefit.

There are some shortcomings in organics (e.g. use of copper sprays) and remedial
practices must be developed.

A failure by funding agencies to understand the vital role of productive ecosystems in
New Zealand's food and fibre production can lead to reduced R&D in this area.

Organics needs to demonstrate its role in maintaining and developing biodiversity.

Organic producers need to be able to progress from substitute farming, where a non-
organic practice is simply replaced by an organic practice and/or solution, to an holistic
approach that will probably require much greater changes to the enterprise and its
management practices

Organic sector needs

Research approaches that deal holistically with the organic production systems, and
uses multidisciplinary teams.

Need researchers with the ability to think outside the boundaries of conventional
agriculture.

Need proactive researchers able to champion research for the organics sector

Innovative ways to obtain funding for R&D, in particular being positioned to benefit from
and add value to conventional agricultural research.

To use existing industry levies on both organic and conventional agriculture products to
expand R&D programmes in organics

Consider a dedicated R&D facility similar to the EIm Farm Research Centre, UK

Use innovative and cooperative farmers (e.g. Group of 8, Nelson) to address R&D
problems at the regional level.

Some R&D findings are transferable from overseas but many research problems are
peculiar to New Zealand and its unique soils, climates and farming systems.

There are critical areas that impact the sustainability of organic production systems
such as plant and animal health, soils and weed control.

Economic assessment of the environmental benefits that arise from the sustainable
management practices used by organic producers.

Observations

Studies of productive ecosystems that lead to improved management practices are
complex and long term. This means that this research requires skilled researchers and
significant and stable funding resources.
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Desired outcomes
Expanded R&D activity in organics that both complements and benefits from R&D in
conventional agriculture.

Improved management practices that increase the sustainability of the organic
production units.

Demonstrated benefits of organic production units in economic, environmental, social
and cultural terms.

Community has a better understanding of the nature and benefits of sustainable
production systems.

1.3. Certification of organic production & processing systems

Description

Organic products for the domestic and export markets must be produced using production
and processing systems that have been certified by an agency using an approved
certification standard. The standard(s) must be internally consistent and credible with both
producers and consumers, and their criteria must be adequate to enable the organic
products to be placed on either the export or domestic markets.

Industry issues
The organic certification must be recognised by the appropriate authorities in the export
markets.

MAF, as the government agency responsible for government-to-government
negotiations about trade entry to our export markets, must have confidence in the
certification schemes that are used by the exporters.

Industry support is divided between a single certification standard and the use of
several certification standards. Therefore, more than one accredited certification
agency will be required.

Any national New Zealand Certification Standard must comply with the organic and
other compliance standards that apply in our primary export markets.

Organic sector needs
The same organic certification standard should apply to both domestic and export
markets.

Each producer and/or distributor-exporter should be able select their own certification
brand.

The development of a New Zealand Organic Certification Standard to be completed.
This standard must allow certifying agencies to add specific criteria to their individual
certification schemes provided that the core criteria of the NZS are met.

Procedures in place that will allow the NZS Certification Standard to be maintained and
upgraded over time.

Observations

The criteria for the certification schemes used for the export products need to be
harmonized with those for products going onto the domestic markets.

Desired outcomes
A NZS Organic Certification Standard that is mandatory to be met by all organic
producers.

Certification schemes that will be recognised by the consumer as a guarantee that
organic products that they purchase have been produced using an approved organic
process.
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New Zealand Organic Certification is accepted in our export markets as a guarantee
that the product has been organically produced.

Organic products imported into New Zealand carry an Organic Certification that is
recognised by the New Zealand organics community.

1.4. Proactive government support

Description
The government recognises and acknowledges the contributions of the organic sector.
Industry issues

There are significant costs and risks to the producer during the conversion period from
conventional to organic production.
Government leadership does not directly support organics.

Organic sector needs

Various forms of interventions to encourage the conversion to organic production e.g.
- Tax on agrichemicals

- Direct payment on products

- Rebate on rates (environmental credits)

More R & D funding for organic research.

The nature and size of the environmental benefits that accrue under organic systems to
be determined.

The opportunities for organics to be more widely recognised.

Observations

For New Zealand organics offers opportunities of diversifying and expanding our
exports to the highly developed economies of Europe, Japan and USA.

Desired outcomes

Government leadership prepared to support organics as an option within the context or
sustainable agriculture.
The environmental benefits of organics have been determined.

The R&D effort in organics has expanded.
1.5. Contribution of organics to environmental health

Description
Certification focuses on the production and processing systems; ensures minimum
environmental impact and provides trace-back information to the customer / consumer.
Industry issues
Alternative management practices will be required where present practices are
inadequate and do not meet environmental specifications.

High risk to organic sector if production and processing systems lead to environmental
health problems

Organic sector needs
The methodology to assess the impact of organic systems on the environment in order
to back-up claims that these systems are more environmentally friendly than
conventional food and fibre systems.
Contingency plans to address the unlikely event that a production system using organic
management practices seriously impacts on the soil, water or atmospheric
environment.
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Observations
Organics production and processing systems are required to be environmentally
friendly. But some approved practices are proving to have significant environmental
impacts.

Desired outcomes

Widespread use and recognition of organic and related production processes that have
less impact on the environment and enable sustainable systems to be maintained.

1.6. Contribution of organics to human health and food safety

Description

The food produced using organic production systems contributes to improved consumer
health and reduces the risks of food safety issues arising.

Industry issues

Occasionally food products produced under conventional agriculture have had a
serious impact on the health of consumers. These events have often had a significant
flow-on benefit to the markets for organic food products. Equally, the sector has to
acknowledge that organic food also carries an element of risk to human health.

High risk to organic sector if organic food leads to health problems.

Organic sector needs
Contingency plans in the unlikely event that an organic food product causes a problem
to human health.

To recognise that problems to human health may occur that can be attributed to
product handling and packaging.

Organics certification focuses on the production process, not the food product, and
provides trace-back information to the customer / consumer.

Observations

Perception of the value of organic foods is likely to be a dominant factor in the growth of
the organic sector.

Organics may be a way to encourage consumers to increase their intake of fresh fruit
and vegetables, follow the 5+ a day plan and change to better diets.

Desired outcomes

Organics has contributed to an increased awareness of healthy diets among
consumers.

1.7. Expand the awareness of organics within the community

Description

Build the awareness of organic products within the community and among the customers /
consumers. More producers need to be encouraged to enter the sector so that organic
production can be expanded to meet the increasing demands of both the domestic and
export markets.

Industry issues

There is a need to develop education initiatives that inform the consumer about the
environmental values of organic production systems and the association of quality food
and health.

The perception of organics among food producers and decision makers needs to be
improved — both internally and externally. This may require a paradigm shift in thinking
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The value of sustainable production systems and their potential to have a lower impact
on the environment than conventional food and fibre production systems needs to be
conveyed to the community.

Performance reporting in organics needs to be encouraged in the economic, social,
environmental, and cultural areas.

Organics seeks to maintain biodiversity.

Organic sector needs

Planners and decision makers to be aware of the potential benefits of organics.

A strategy that will encourage the conventional farmers to embrace a positive image of
the organic producers and that leads to useful interactions between both groups.

The positive aspects of organics to be promoted and the myths dispelled.

The media to be well briefed and included in the promotion of organics within the
community.

The contribution of organics to producer safety to be recognised by all producers.

To develop a positive perception of organic production among conventional farmers.

Within the structured education systems
The concepts of sustainable agricultural production practices to be taught in primary
and secondary schools.
To provide a balance at the tertiary education level between a broad general approach
to organics and an in-depth disciplinary approach.

To ensure that students are able to gain an in-depth knowledge (within the relevant
disciplines) that allows them to study the principles of the production systems and to
develop the ability to manipulate and manage the systems in a robust manner.

Resources to be available for education at all levels.
Observations

The potential synergy between organics and conventional agriculture could be
enhanced by presenting organics as a viable option within the range of sustainable
agricultural production systems.

Desired outcomes
Increased consumer awareness of the value of organic products that leads to an
increased market demand for organic products.

Tertiary education programmes that teach the robust principles of organic production
and other sustainable production systems within both polytechnics and universities.

Decision makers and planners who incorporate an understanding of organics into their
professional activities.

1.8. Market organics with a strong New Zealand brand

Description

New Zealand organic products are exported and marketed using a New Zealand brand that
conveys to the customer a positive image of New Zealand’s ‘clean green’ production and
processing environment and total confidence in the integrity of the accompanying Organic
Certification.

Industry issues

The organic sector needs to be able to place products in export markets using a strong
NZ brand

Organics plays a role in underpinning the ‘clean green image’ of New Zealand and in so
doing supports many products in the export markets.

Organics could benefit by linking with the tourism sector.
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Organic sector needs

To consider several labeling options:

- A national Organic Standard that incorporates the NZ label.

- Certifiers to have a label with a unique serial number e.g. Certenz, BIO-GRO
- Seeks strong support for the promotion and marketing of a national brand.

A close association between the consumer perceptions and the branding of the
product.

To market product in a manner that celebrates the diversity and uniqueness of all
certified organic products.

Consistency in the way in which the diverse range of products are aligned with the
national brand.

Organic products to be packaged in a style that is in sympathy with the integrity of the
production and processing systems.

Observations

Organics can play a role in underpinning the

‘clean green image’ of New Zealand in a My Brand

manner that can impact positively or Sellers / Marketers Brand

negatively on conventional products in the

export markets. NZ Certification Certifiers Brand
Brand

Desired outcomes

A marketing programme based around a
strong national brand that incorporates the ‘seller's’ own brand as well as the certifiers
brand logo.

1.9. Avoid organics being compromised by GE

Description

The organic sector supports an extended moratorium on the release of genetically modified
organisms (GMOs) within New Zealand. However, continuation of the moratorium cannot be
guaranteed and an approach has to be developed that can handle the release of GMOs
should that occur.

Industry issues
Develop ways of handling GE that do not compromise the viability of production and
marketing of organic products.

Concurrently the majority of organisations within the organic sector will advocate for the
extension of the moratorium.

Organic sector needs
Effective advocacy and identification of the risks associated with the future release of
GMOs into the New Zealand farming environment.

Contingency plans that will allow organics to coexist with GMOs that may be released
in New Zealand.

To align the approach taken by New Zealand organics regarding the release of GMOs
with that of other organic organisations around the world, particularly those in our
exports markets.
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Import of biological materials which are at risk of being contaminated with GMOs
offshore should not be permitted.

Observations

There exists a range of views within the sector about whether genetic engineering
research should proceed, but the sector is unified in its opposition to the release of
GMOs.

Government policy may change to allow the release of GMOs into the environment. If
so, the sector will need a policy of accommodation that aligns with those of organic
sectors in other countries.

Desired outcomes

The moratorium on the release of GMOs within New Zealand is extended indefinitely.

A robust contingency plan that will allow organics to coexist with GMOs in the field
should the moratorium be lifted and/or GMOs are introduced to New Zealand through
another channel.

1.10. Grow the organic sector and overcome fragmentation

Description

The organic sector is positioned to grow its production base. To do so the fragmentation
resulting from the isolation and dispersion of its production units needs to be overcome and
more producers attracted into the sector. Practitioners within the sector must be able to
access and share the necessary technological know-how. Initiatives that encourage
cooperation and leverage between organics and conventional agriculture could be of mutual
benefit.

Industry issues

New entrants to the organic sector often have difficulty in accessing the knowledge and
information required to make their enterprise profitable.

Organic producers are not always able to access the support from lending agencies
that is normally available to conventional producers.

The growth of the sector can be restricted because of the difficulties of matching
product supply and market demand. This is a special problem for fresh product with a
limited shelf life and for processed products where processing capacity is not available
for small runs. Problem is less for grain products that can be stored and export fruits
that have a significant storage life.

There are significant technical and financial risks during the conversion from
conventional agriculture to organic production systems — typically a period of several
years.

Knowledge and information systems must be able to handle the wide diversity and
range of production issues especially while the critical mass of producers is small.
Need to learn from conventional farming systems.

Technology transfer systems should encourage successful organic producers to share
their knowledge with new entrants.

Procedures for leveraging its knowledge base off advanced conventional agriculture
and horticulture.

Dialogue between producers and researchers is needed to define research problems
and establish priorities.
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Organic sector needs
In Technology transfer

An expanded effort in technology transfer and other support systems that will
encourage producers to convert from to organic production. These systems must take
account of the financial risks involved.

Explore the use of demonstration farms (e.g. Kowhai Farms) as part of the technology
transfer loop.

Establish monitor farms to record the transition from conventional to organic agriculture,
and their subsequent performance as continuing organic farms.

Develop a management blueprint covering the significant issues involved in the
transition to organic farms and the subsequent management of these farms.

Determine R&D priorities - need fora that will allow dialogue between producers and
scientists.

Establish an 0800 advisory service for organic producers

Involve experienced organic farmers in structured technology transfer programmes.
Need a specialist and dedicated farm advisory service

Support from external agencies to improve knowledge and information systems.

Technical know-how support systems that will enable both new entrants and
experienced operators to readily access the knowledge and information that they
require.

Innovative practices to be introduced in order to achieve a better match between
product supply and market demand, especially for fresh products with a short shelf life.

In training
The responsibility for tertiary training is largely with the polytechnics. Courses with the
appropriate level of in-depth training need to be available.

Opportunities for students to be involved in the WOOFERS and similar programmes
that provide practical experience of organics production systems, need to be
encouraged.

Build on the experience of successful training programmes. (E.g. Pearce, Kaipara and
Permaculture / Demeter)

The Industry Training Organisations (e.g. horticulture and agriculture) need to provide
opportunities for training in organic production systems.

Ensure that funding support is available for training programmes in organic production
systems.

Investment support

Banks and other lending agencies that will support organic farming in the same way as
they support conventional agriculture.

Financial incentives/subsidies from external agencies during the transition period
between conventional and organic production are not widely supported by the
production sector.

Processing

Subsidised processing capability that can process small runs of organic products while
the production levels are increased.

Observations

The Organic Sector needs to leverage its knowledge base off the conventional
producers, wherever possible.
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Desired outcomes

Reduction in the producers’ risks when converting from conventional to organic
production.

Technology transfer systems that serve both new entrants and experienced organic
producers through readily sharing the accumulated knowledge and information within
the sector.

Ability to process small runs of product during the ‘emerging’ industry stage while the
production levels build.

Training programmes that provide opportunities for new entrants to the organic sector.
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Appendix 2: Findings from Workshops

10.1. 2.1 Introduction

Invitations were sent to over 200 stakeholders inviting them to participate in one of four
SNAP (Stakeholder Needs Analysis Programme) workshops conducted by Martech
consultants during early July 2002. 90 persons participated in these workshops. This
document summarises the inputs made by participants through the workshop process. A full
list of participants is presented in section 2.3. The full report containing the workshop
findings is held by the consultants. Refer: “A Strategy for New Zealand’s Organic Sector.
S.N.A.P. (Stakeholder Needs Analysis Programme) Workshops. Complete Data Report”,
Supplementary Paper No. 1. July 2002, Martech Consulting Group. 74 pages.

The SNAP workshop process is centred upon two base themes:

1.

Determination of the ‘Now’ Issues (also sometimes referred to as ‘constraints,
limitations or hazards’), that the participants see as important impediments or factors to
be taken into consideration in executing ANY future strategy. The premise is that if the
factors cited are ignored, they could pre-empt actions for a future improved situation.

The topics raised through the open session conducted at the start of the workshops
were recorded on flip charts. After this discussion, participants provided an
anonymous written list of their individual observations.

After the workshops were completed, the consultants assigned topic headings to the
observations, consistent with the content detail. A measure of the importance of each
topic was obtained by counting the number of observations under a particular topic
heading. These are referred to later as ‘mentions’.

In the second segment of the workshops, the participants were asked to identify the
important strategic issues that they saw as critical for a future improved situation.
The observations canvassed were provided by the participants after they had been

through a visioning exercise in which they were asked to build a successful organic
sector over the next 10 to 20 years.

An Affinity Diagram process was used to bring together the individual observations
from each person’s individual vision. The headings for all topics were proposed and
agreed by the workshop participants as a group. Ranking was determined by a simple
vote wherein participants were asked to identify their highest ranked observations by
allocating voting ‘buttons’. In the final voting on the Strategic Issues, each participant
was given four voting buttons. One of those buttons (coloured Red) was give a value
of 6 points and was to be allocated to the Issue that in their individual view was the
highest ranking priority. Each participant also had three more buttons (coloured Blue)
worth 2 points and therefore worth a further 6 points. These Blue buttons were
intended for allocation to each person’s second priorities, etc. The purpose was to
focus attention upon the observations that were seen to be of the greatest importance.

All topics were assessed to be important having been identified by the workshop
participants as amongst their most important observations. A zero vote indicates that
the particular topic was judged to have a lower priority — not that it was unimportant.

Collectively, the 90 workshop participants identified approximately 625 strategic
observations and 490 restraints. These have been consolidated into:

- eleven topic areas of Strategic Importance, and

- nine topic areas of Limitations and Constraints.
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By reference to the detailed findings, each heading can be tracked back to individual
observations using the report referenced above.

3. As afinal step, the participants at each workshop were asked to recommend how they
would go about achieving the top scoring Strategically Important Issues.

Order of presentation: We are primarily concerned with how the future should be
addressed. Therefore, the order of presentation in this document is first to show the strategic
issues that are seen to be important to the future, and to follow these by showing the
constraints and limitations to achievement of the strategic objectives. In some instances the
limitations mirror the future strategic objective.

10.2. 2.2 Workshop findings
Charts

The primary strategic issues around which the strategy will be built are presented in Chart 1.
The comparative votes recorded by the individual workshops for each issue are presented in
Chart 2. In the process of developing the strategy the “Now” issues shown in Chart 3 will
have to be addressed. Likewise, the comparative votes of the individual workshops on each
of the “Now” issues are presented on Chart 4.

Tables

Data presented in the tables show how the findings of the individual workshops were
combined to produce the topic areas shown in the charts. Each workshop usually had a
particular ‘chemistry’ of its own that is determined by the backgrounds and experience of the
participants and their interaction. Nevertheless, it is apparent that most topics were raised in
more than one workshop.

Table 1: Strategic Issues — Combined Workshop Scores

Table 2: ‘Now’ Issues — Combined Workshop Scores

Organic Sector Strategy — Appendices A 13



Charts 1.
Strategic Issues - Workshop Scores
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Chart 3. Now Issues - workshop scores
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Table 1: Strategic Issues

Strategic issues - votes by participants
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Government support and advocacy - proactive
Specific funding support from Government

24

24

Health and food safety

34

Proven health and safety benefit of organic food
Organics as a key part of preventative health care
Food scares promote organic products.

10

24

Consumer education

20

Education of consumers in organics
Research of consumers

Cooperation between organics and conventional agriculture

12

Harmonious relationship between organic and conventional
Cooperation between conventional and organics
Sector cooperation with conventional producers

12
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Table 2: Now Issues

NowcCIssues - as scored by participants

Number of participants

Lincoln
34

HB
19

Auck #1
15

Auck #2
19

Mentions
87

Build knowledge and information systems for the organics sector

106

Research approach and technical transfer
Increased need for research and development
Build technology transfer

Increase R & D in organics

Information and technology transfer
Technology/ Knowledge Transfer

Increased funding to research

Mentor farms/ demo units

Research analysis

Ecological research

15
14

10

21

Grow the organics sector

71

Critical mass

Need for conversion incentives

Transition from conventional to organics
Growing organics in NZ

Image of organics

Quality and food safety

Economic and social factors involving organics
Lack of funding

Critical mass of producers

Reducing risks especially in conversion
Cooperation between Organics and Conventional Farmers
Viability of Individual Units

© w U

Address market access, perception and branding

63

Market perception and branding
Markets and branding issues
Market access, compliance and costs

Market access, research and branding
Market access
Domestic market focus

13

10

17

Expand education at all levels

62

Communication and education needs
Expand consumer education

Education and training across sector
Consumer education
Perception of Organics Needs to Change

14
15

14

11

Improve industry structure and leadership

60

Sector organisation and leadership
Industry structure needs to be addressed
Sector culture

Structure of organics sector
Sector communications
Industry Body

10

14

17

Establish standards and certification

51

Role of standards
Certification and national standards

Certification and Integrity of organic products
Clear Certification Standards

17

11

16

GE free New Zealand and biosecurity

37

GE Free NZ
GE free New Zealand

Biosecurity including GE
GE versus Oraanics

25

Build the integrity of organics

26

System integrity
Maintain the integrity of organics
Maintaining basic organic definition/philosophy

10

Obtain Government endorsement

16

Government endorsement
Government endorsement

Government action and responsibilities
Support from Government etc.
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2.3

Workshop Participants

Workshop No. 1 - Lincoln

Paparoa Bee Co Ltd.

AgResearch

Clean Greenz Organics Ltd
HortResearch

Only Organic (NZ) Ltd.

Ministry of Economic Development
Federated Farmers

Lincoln University, Soil, Plant & Ecological Sciences Division

The Agribusiness Group

MAF Policy

Craigmore Farming Company
South Otago Organic Group
Mountain Valley Organic Meats Ltd

Milmore Downs

NZ Bio Grains Ltd

OPENZ - Organic Products Exporters of NZ Inc.
Farmer

Farmer

Lincoln University

Organic Garden Trust

Waihi Bush Organic Farm
Turners & Growers Fresh Ltd.
Livestock Producer

Foundation for Arable Research
Lincoln University

Canterbury Flourmills
Heinz-Watties Australia
Midlands Seeds

Otago Organics Group of Organic NZ Farming Scheme
Extracts NZ Ltd

Canterbury Flourmills

Crop & Food

Lincoln University

Bio Dynamic Farming & Gardening Association in NZ Inc.

(Demeter)
HortResearch

1 Roy Arbon

2 Graeme Bourdot

3  Steffan Browning
4  Graham Burnip

5  Almeric Cheng

6 Jason Clarke

7  Kelvin Coe

8 Leo Condron

9 Sue Cumberworth
10 Murray Doak

11 Fiona Elworthy
12  John Gadd

13 Tim Gow

14 John Guthrie

15 lan Henderson
16 Harry Lowe

17 Jon Manhire
18 Bruce McGilll

19 Denise McGilll

20 Mark McGrath
21  Matt Morris

22 David Musgrave
23  Kevin Osborne
24 Andy Perry

25 Nick Pyke

26 Caroline Saunders
27 Mike Smith

28 Bruce Snowdon
29 Duncan Storrier

30 Warrick Thomson
31 Lindsay Tregonning
32 Frans van Boekhout
33 Sally Watson

34 Pru Williams
35 Steve Wratten

36 David Wright

37 Nick Waipara
Workshop No. 2 - Hawkes Bay
1 Stuart Abbott

2 Kim Baker

3 Doug Birnie

4  Gareth Bodle

5 Denis Cadwallader
6 Rene Haeberli

7  Errol Hewett

8 Evelyn Hurley

9 Terry Kelly

10 Gavin Kenny

11 Peter Kettle

12 Neill Macgregor

Organic Sector Strategy — Appendices

Zespri International Ltd
Organically New Zealand
Eastern Institute of Technology
NZ Bio-Dynamic Farming & Gardening Association
Demeter

Harmony Foods Ltd

Massey University

MAF Policy

Massey University

Earthwise Consulting Ltd

MAF Policy

Massey University
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13
14
15
16
17
18
19

Alec
Steven
John
David
Anna
Heidi
Marion

MacKay
McArtney
Ridout
Roger
Shorten
Steifel
Thomson

AgResearch Grasslands
HortResearch

Demeter

HortResearch

Tahi Organics
Agriculture NZ Ltd

Workshop No. 3 — Auckland 11 July
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Peter
Simon
Kate
Gordon
John
Gill
Graeme
Peter
Michael
Barbara
Roger
Chris
Brendon
Leo
David

Bacchus
Brown
Buckingham
Campbell
Clearwater
Cole
Crawshaw
Evans
Fountaine
Gillatt
Gillatt

Hale
Hoare
Whittle
Wright

Biodynamic Farming & Gardening Assoc. NZ Inc.
Unitec

Campbell Marketing Ltd
Clearwater Research & Consulting

Bioland

Living Nature Ltd.

Industry New Zealand

Biodynamic Farming & Gardening Assoc. NZ Inc
Biodynamic Farming & Gardening Assoc. NZ Inc
HortResearch

Organic Federation of Aotearoa New Zealand

NZ Certified Organic Kiwifruit Growers Assn (Coka)
NZ Certified Organic Kiwifruit Growers Assn (Coka)

Workshop No. 4 — Auckland 12 July
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Anna
Jill
Helen
David
Rachel
John
John
Nicholas
Rob
John
John
Liz
Richard
Leigh
Russell
David
Earl
Bob
Ewen

Aloma
Bradley
Briggs
Brown
Brown
Hammond
Mackisack
Martin
McGregor
Morris
Pearce
Prendergast
Prew
Robcke
Simmons
Steven
Stevens
Thompson
Willis

Purefresh Organic
Ocean Organics

Harvest Hold Foods
AgriQuality NZ Ltd
Phoenix Organics Ltd
Ceres Food

NZ Organics Ltd.

Crop & Food Research
New World, Victoria Park
Organic 100 Ltd

Shelly Beach Farms
Foundation Research Science & Technology
Heritage Farms

Organic Dairy Producers Group
IPM Research Ltd

Certified Organics Ltd
Richmond Meats

Organic producer
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Appendix 3: Pulse interviews

104. 3.1 Introduction

In order to get some background to the issues facing the sector- to take the 'pulse’ of the
sector, the Martech consultants conducted 23 one-to-one interviews with a range of persons
who had considerable experience within the organic sector. The list of interviewees is
presented in Section 3.3. Typically, these interviews ranged from 30 minutes up to two hours
in length, with most being more than one hour’s duration. A questionnaire framework was
used as an agenda for the interviews. The interviews were completed during May 2002.

The interviewers recorded all the key observations made during the course of the interview.
In all some 480 observations were recorded. These observations were sent to members of
the Project Team with the request that they identify up to 20 priority observations. This
summary represents the observations selected by the Project Team.

The observations nominated by the Project Team are presented in this report using the
headings of the initial questionnaire framework. The full listing of observations is held by the
consultants. Refer: “A Strategy for New Zealand’s Organic Sector. Summary of findings
from the ®ulse@nterviews” Supplementary Paper No. 2. July 2002. Martech Consulting
Group. 28 pages + appendices.

The following members of the Project Team nominated the observations that are presented
in this report.

1 Evelyn Hurley 6 Michael Fountaine

2 Chris Hale 7 Percy Tipene

3 Peter Kettle 8 Prue Williams

4 Gordon Campbell 9 Alastair Aitken

5 Errol Hewett 10 Brendan Hoare
10.5. 3.2 Significant Observations from the Pulse Interviews

Involvement in the Organics Sector

1.  Organics is a type of QA programme that needs to be kept simple. But must allow
some experimentation.

Markets for organic products and market access issues
2. Supermarkets need continuity of supply — which is not always possible. Supermarkets
may have difficulty in retaining quality through their systems.

3. Food safety standards and traceability tend to turn organic products into mainstream
products.

4.  ltis important not to have different standards for domestic and export production of
organic produce.

5.  For Maori, currently a process of consolidation - looking at capabilities and capacity.
Most production now at gate / cash sales and local level. At provincial level, markets
slowly increasing, customers increasing. Mainly fresh vegetables e.g. many varieties of
kumara. Incremental growth locally.

6. Bestreturns are in those industries that have a well developed infrastructure e.g.
kiwifruit, apples. The infrastructure is not in place for local domestic product sales.

7. Knowledge of specific needs of importing countries must be understood and delivered
by exporters with a concurrent strong information flow back to producers.

Economics of Organic Businesses

Organic Sector Strategy — Appendices A 20



10.

11.

12.
13.

14.

15.

16.

Primary reasons that producers give for entering organics are based on belief that the
production systems will be more sustainable than for conventional agriculture.

Barely economic for vegetables at present. No infrastructure in place to support sector.
Need a ready system of sharing information. Certification is expensive. The present
system could handle more producers without significant increase in resources.

Accepting that you can grow profitable and viable organic category alongside other
product -- but some larger players have not recognised definition: Food safety is the
primary driver. Environmental aspects e.g. contamination by chemical residues
including air, soluble fertilisers, etc. an issue. Independent certification provides a point
of differentiation - is part of the mix and has is a positive point with many buyers.

Primary risk is associated with the farmer psychology. There are several key phases to
be recognised as part of the conversion process. (refer Prof Stuart Hill, Australia).

1. Efficiency improvement (e.g. direct drill instead of ploughing to reduce costs).
2. Substitution (e.g. substitute organic drench for conventional drench).

3. Redesign- maybe farm should involve different enterprises. (E.g. introduce
sheep and potatoes onto dairy farm; focus on adding vale to produce).
The latter phase is the hardest to handle psychologically.

Independent certification provides a point of differentiation.

Major constraint is that one can not accurately project market prices three years out
(the length of the conversion period). Lack of premium for produce during the
conversion period when production is likely to be significantly lower than it was under
the previous conventional system.

Lack of incentive during conversion period, i.e. no premium during conversion (but
production drops).

Lack of knowledge of organic production systems. Often occurs because the organic
producers are geographically isolated.

Risk of the unknown; confidence e.g. re weed control. Three phases (i) efficiencies
(stocking rates), (ii) substitution (looking at symptoms as compared to problems e.g.
fertilisers, pest control), (iii) redesign - different thinking based on knowledge (e.g. some
insects are not the enemies), soil formation (stock rotation, etc.) Growers need to go
through these three phases.

Appropriateness of organics within and across the food and fibre sectors

17.

18.

19.

20.

21.

22.

23.

24,
25.

Major value of organics is in the same image which gives it vulnerability. Reducing
chemical intervention and striving for sustainability are ideals to which conventional
farmers could aspire.

Great lack of marketing skills especially among new growers who expect that they will
easily sell all the produce.

Very appropriate to Maori and relationship to land and other resources.

NZ soils are different from those of Europe and North America, and the international
organic standards are based on Europe / North American soils. Trace element
deficiencies in NZ soils (e.g. Volcanic Plateau) may become an issue.

Major problem in the pastoral sector to maintain soil fertility on a large scale, control
weeds and maintain animal health.

Difficult to develop a farm plan where all products in an organic rotation are profitable.
E.g. may be possible to produce arable crops profitably but not animal products on the
same farm.

Different approach to soil fertility e.g. a nitrogen deficiency will be affected by the
amount of compost, activity level, and soil complexity.

Must use biodiversity to advantage in reducing pest and disease incidence.
Personal integrity is important to product integrity.
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Place of organics in relation to food safety and environmental impacts

26.

27.

28.

29.

30.

31.

32.

Positive health benefits must be promoted with factual data. Environmental benefits
come with sustainability and biodiversity.

Misconception that organics provides only safe food; very important to recognise that
organics encompasses critical environmental issues.

Increasing consumer demand, globally. Now timely to develop organic market, with
concern over residues and perception of a safer food.

Nation could use this leverage to enhance other commercial opportunities such as eco-
tourism and enhanced entry to overseas markets.

Poor knowledge outside organic circles. Bigoted attitudes wherein organics seen as a
cottage industry. Sometimes the organic industry criticises conventional producers with
a @olier than thouGattitude.

Education at all levels from growers to Government to understand the holistic picture
and national benefits of organics.

Integrate organics into current agricultural/agribusiness/horticultural/food technology
courses at educational institutions.

Structure of the organic sector

33.

34.

35.

36.

37.

38.

39.

40.

41.

May need a high level organisation that is charged with protecting the common property
— i.e. the organic image. There would be benefit in generic advertising and ensuring
that no one tarnishes the image. Then each sector could have its own organic
proponents working within their sectors.

Need a ®@eak organisation@vith subcommittees like the NZ Forest Industries Council
covering: (i) R&D and education; (ii) export, (ii) market access and information; (iii)
technology transfer; (iv) central mission / vision, (v) brand marketing — generic.

Need one national body representing organic sector but must ensure equal
representation of small domestic suppliers and consumers and Te Waka Kai Ora as
well as larger corporate exporting growers and companies.

There is an opportunity for a New Zealand organic brand to communicate New Zealand
organic origin and standard - but recognition in the country of destination is vital.
Multiple certifiers can lead to confusion by consumers and a strong single and simple
certification logo would be a preferred end result.

Sometimes structures may need to be created to get access to government funds (e.g.
Te Waka Kai Ora). This can place a heavy workload on a few people. Not much
assistance from government.

Government needs to be convinced of the societal, environmental, tourist and trade

benefits to the nation in order to provide funds. Industry has paid some costs of
resolving market access issues that are a public good benefit.

Traceability and environmental sustainability, when applied to conventional farming,
draws attention to organics, especially where via the same marketer.

Essential to have strong central entity that can speak for and advocate on behalf of the
organic movement while representing the wider and diverse branches of the sector.
Needs to be funded adequately. (Maybe use Life Sciences model) Would need a
board with input from the different organisations.

Common national issues need to be covered by specific roles:
- trade issues; domestic and export certification; supply/demand and tourism
- education, technology transfer, informatics (including science and R&D)

- communications and connecting to related areas e.g. tourism, environment,
conservation: land use capability, watershed management, systematics,
integration (pesticides).
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42.

The key features of an industry Secretariat (probably about 12 persons incl. support
staff) would be:

- a Board drawn from active organic entities/groups. (look to NZ Federated
Farmers for a model of how to structure an organisation)
- maintain a close relationship with MAF
- this body to be responsible for:
- policy decisions, external and internal
- product access/ market access
- conduit re education in all areas related to organics
- conduit for awareness / PR of organics
- advocacy
- shape R&D for organic sector

Issues in relation to production and product standards, traceability and certification

43.

44,
45,
46.

47.

48.

49,

50.
51.

52.

Must have compatibility between the rules of the certifier and the requirement of the
export markets. Any minimum standard must be recognised by USA, Japan and
Europe.

Traceability is important for all exports. Organics can use the established systems.
Concern - certifiers like Certenz may certify those who cannot get Bio-Gro certification.

Will be much better when Small Growers Certification Scheme is enacted and
implemented; must be made to work for domestic market suppliers.

Need national minimum standard of certification. All export products would benefit from
a NZ Green label such as the green tick.

In respect to certification would like to see a @rand New Zealand@s being some of the
best organic produce there is, e.g. as for ®ure New Zealanddor tourism.

Imperative to fast track funding/development of national standards. Benchmark with
standards in major markets. NZ should not set standards higher than export markets.

Important to whakapapa genealogy verifying knowledge for culture.

It is essential that the certification standard of the producer is mutually recognised with
the standard that will be used on the final consumer pack in market.

Must have high quality products. The consumer expects quality.

New and Expanding Industries

53.

54,

The long-term gaol for all production systems is to be truly sustainable in terms of
economic, social and environmental measures. In the long-term the environmental
goal may be of primary importance. This is because the asset base needs to be
protected for use in new and novel ways. Organics, as an ideal, can contribute to the
attainment of the goal, but does not represent the goal.

Governments should not intervene, especially with transitional support. Transitional
support issues should be handled by the organic industry.

Infrastructural needs — research, education and technology transfer

55.

56.

57.

58.

59.

Not enough grower input to research and development needs of organics. Need to
bring together growers, researchers and consultants for an annual planning session.

Education should be holistic and involve systems approaches incorporating technical,
economic and social perspectives; not organics by itself.

Lack of funding for infrastructural organisation of sector, R & D, technology transfer,
supply chain and processing.

Organics NZ urgently needs national easily recognised and understood brand for
international marketing.

Soil ecology and fertility is important to organics — but not much research in this area.
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60.

61.

62.

63.

64.

65.

66.

67.
68.

Priority subject for R&D must be in Soils: (i) fertility (can use solid fertilisers); (ii) weed
management (mechanical over chemical), (iii) pest and disease control, (iv) holistic
approach (crop rotation).

NZ soils are different from those of Europe and North America, and the international
organic standards are based on Europe / North American soils. Trace element
deficiencies in NZ soils (e.g. Volcanic Plateau) may become an issue.

Major problem in the pastoral sector to maintain soil fertility on a large scale, control
weeds and maintain animal health.

Different approach to soil fertility e.g. a nitrogen deficiency will be affected by the
amount of compost, activity level, and soil complexity.

Maintaining soil fertility can be a challenge. Use rock phosphate and elemental
sulphur. Potassium losses are a problem in higher rainfall areas.

Contemplating writing a book on ‘Principles and Practises of Organic Farming”.
Prepared to write articles and pamphlets but requires funding.

Aim to develop indigenous practices defined as being produced with the philosophy
and spirituality as practised by Maori (as compared to as practised by other races).
Expect to have this documented by August 2002. Currently looking at how to integrate
this as an overlay to national minimum standards now being developed.

Important to whakapapa genealogy verifying knowledge for culture.

Organics NZ must define what it stands for as well as what it does; an important
marketing stance.

Most Important Issues

69.

70.

71.

72.

73.

74.

75.

76.

77.

78.

79.
80.

Only country in the world that can supply what the customers want in terms of safe food
from clean green environmentally sustainable systems.

Marketing organic products. New Zealand should focus on the clean green and fresh
products. Fruit, vegetables, health foods and milk powders etc. Not on soft drinks and
McDonalds.

Sustainability is the goal and organic systems will need to be able to withstand close
scrutiny if they are to make this claim.

Strategy has to start with where the market is going, and what consumers want. Need
to be able to adjust to changing standards that market will accept. It is not up to New
Zealand to make standards in isolation.

Need strong central body representing organics in which small scale domestic
producers and consumers have an equal say to large producers and corporate
exporters. Needs to lobby Government for R & D; technology transfer; education;
subsidies or financial incentives.

Need critical mass of volume within the industry to develop and capitalise on meeting
international demand for organic food.

International marketing R&D must be done with market information feed back and
shared with producers and others in the supply chain.

The unifying factor is the image of organics. The image is vulnerable and will have to
be protected if it is to be used as a marketing hook.

Major risk to NZ’s export chances and to integrity of organic production if Government.
policy for ending moratorium on field release of GMO’s is adopted.

GM is the major issue uniting the organic sector right now and will be a challenge to
future unity.

Branding of Organic NZ Inc imperative - especially domestically but also for export.
Food-miles could become a stumbling block if competitors wish to disadvantage us.
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81.

82.

83.

84.
85.

Organic consumers may be concerned with food miles. Therefore, imported sugar
peas from Kenya (high food miles) will have to be sold in conventional shops.

There is a major lack of information and people with the skill to disseminate that which
is available. Several current initiatives could result in the situation being improved.

Need to share information. Need to create opportunities to interact with fellow
producers.

Need to teach organics in all agriculture courses. Presently not adequate.

Education of masses at all levels including farmers, students, politicians, consumers
and scientists.
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10.6. 3.3

Pulse interviewees

Interviewee Organisation Position Location
1 Stuart Abbot Zespri International Ltd Tauranga
Chantal Organic .
2 Peter Alexander Wholesalers Ltd CEO Napier
3 Andrew Baines Certenz Business manager Hamilton
4 Hugh Campbell Otago University Research Dunedin
5 Gordon Campbell Campbell Marketing Project Team Auckland
6 Graeme  Crawshaw Organic Growers NZ Inc Chairman Te Puke
7 Bob Crowder ex-Lincoln University Christchurch
Group Executive .
8 Allan Frazer Meat New Zealand Special Projects Wellington
9 Brendan Hoare NZ Soil & Health President Auckland
10 Holger Kahl Polytechnic Lecturer Christchurch
11 Jim Kebbell Commonsense Organics Director Wellington
. Director - Biosecurity .
12 Peter Kettle MAF Policy & Science Policy Wellington
13 Tom Lambie Federated Farmers President Pleasant Point
The Fresh Fruit Co of NZ
14 John Mangan Ltd (Freshco) CEO Auckland
15 Jon Manhire OPENZ - Organic Products Exec. Officer Christchurch
Exporters of NZ Inc.
16 Seager Mason Bio-Gro New Zealand CEO Wellington
17 Gill Rodley Fonterra Wellington
National Manager
18 Kay Shapland MAF F.O od Assurance Organics & Plant Wellington
Authority
Products
19 Bruce Snowden Etzmz-Wattle Australasia Christchurch
20 Cathy Tait-Jamieson Te Waka Kai Ora Dairy farmer Palmerston N
21 Percy Tipene Te Waka Kai Ora Chairperson Kaikohe
22 Meriel Watts ﬁ%'llchealth Association of Auckland
23 David Wright Biodynamic Farming & Executive Secretary  Wellington
Gardening Association in
NZ Inc. (Demeter)
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Appendix 4: Results of the Online Survey of Organic Sector

The Online Survey of Organic Sector Participants was conducted during August and
September 2002. The questionnaire was available on the Martech website. The presence of
the questionnaire was advertised to participants through the various organisations within the
Organic Sector. . For the full report on the survey see “A Strategy for New Zealand’s
Organic Sector. Results of the Online Survey” Supplementary Paper No. 3. 2 October
2002. Martech Consulting Group. 37 pages. This report is at
http://www.martech.co.nz/current.ntml#organics A summary of the survey results is
presented below.

10.7. 4.1 Survey Participants

415 unique respondents by closure on 30 September 2002

26% respondents described themselves as ‘producers, 20% as service providers and
13% as ‘trade’

39% respondents have been involved in the sector for less than 5 years, but 33% have
been involved for more than 10 years.

The most common affiliation to a national body was with BIO-GRO (49%) and Spoil &
Health Association of NZ (45%).

Most respondents gave ‘environmental concerns’ (77%), ‘consumer health’ (68%) and
producer health (44%) as the reason for becoming involved in the sector

57% of businesses were not profitable (47% of producer and traders are not yet
profitable). But 33% have been involved less than 5 years.

What is your PRIMARY role within the Organics sector?
(If you have asecondary role, please use the next question)

Not directly involved- ——| 26.7A% I

Service —|:20.3 % "I

25.7 % |-

0 10 20 30 40 50 60 70 80 90 100 110 120
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10.8. 4.2 Summary of Views

Issue — Conventional Farming

Overall viewpoint

Farmers should bear the cost of converting from conventional to
organic farming

Govt should provide incentives to convert to organic farming
Matching supply and demand of organic products is a serious problem

Conventional farmers are conscious of food safety.
But 69% of ‘trade’ agreed
Conventional farmers seek to adopt sustainable practices.

But 61% of ‘trade’ agreed
Organics sector should leverage off advanced conventional practices

61% disagree

83% agree
71% agree

51% disagree
56% disagree

67% agree

Issue — Certification and Brands

There should be one certification standards
But 61% of producers agreed

NZ standard must comply with offshore standards

NZ standard must exceed offshore standards
But 61% of traders disagreed

There should be several certification agencies

Individual marketing brands should be allowed

There should be a single audit agency
But 68% of traders disagreed.

46% agree

85% agree
46% agree
68% agree
59% agree

49% agree

One standard should cover both domestic and export products

Each distributor/exporter should be able to have their own certification
standard.

Individual marketing brands should be subsidiary to a national brand

60% agree
64% disagree

62% agree
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Issue — Leadership

The sector should continue with its current structure
But 69% service providers disagreed

There should be one national body
The national body should advocate

The national body should lead

The national body should be responsible for strategy, education,
communications and R&D

40% agree

67% agree
78% agree
83% agree

60% agree

Issue — Research

Need market / consumer research

Need research to reduce conversion risks
Should have public good funding for R&D
Should have multi-disciplinary research teams
Should use NZ scientists

Should have an independent Organic Research Institute

Organic Research Institute should be funded jointly by Government
and organic sector

Sector funding should be from:
Agribusinesses
Levy based on export sales

Priority research topic:
Soil health
Organic productive ecosystems

70% agree
80% agree
85% agree
82% agree
67% agree
54% agree

73% agree

46% agree
32% agree

47% agree
42% agree

Issue — Technology Transfer

Need commercial links with tourism

Should have an advisory service for sector
Need benchmarks of management practice
Need demonstration farms

Need 0800 system

71% agree
87% agree
86% agree
81% agree
66% agree
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Issue — Education, Public Relations

Should provide case studies 84% agree
Need consumer education programmes 84% agree
Tertiary education should give general background to organics 74% agree
Tertiary education should give in-depth understanding 71% agree
Need to promote public good value of organics to Government 87% agree
Need a promotion and marketing strategy 76% agree
Need to improve image of organics with conventional 80% agree
Major agribusinesses should contribute to marketing 66% agree

Issue — Big Picture

Organics is a major plank for ‘clean green’ image 85% agree
Biosecurity is a major threat 89% agree
Government support would encourage growth of sector 86% agree
On GE:
GMOs should not be allowed in NZ 68% agree
Allow GE but no compromise of organics 36% agree
Organics should use:
25% of food producing land 44% agree
100% of food producing land 30% agree
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Appendix 5: Methodology

51 Introduction

The goal of the project was to provide the Client Team with a strategic plan for the organic
sector that looks out 20 years, can be implemented immediately and that can be used as
guide for future development and a framework for policy makers and planners to use in their
decision making. The end purpose of this project was to provide a strategy for the
development of the Organics Sector that is ‘owned’ by the majority of stakeholders.

The process used by Martech provided a framework under which the sector was able to
develop a consensus on the key strategic issues to be addressed, and obtain a wide buy-in
from all sectors.

Martech approached this task by:

1. Meeting with the Client Team to commission the project. This provided an opportunity to
identify the stakeholders who needed to be consulted during the ‘Pulse’ interviews and
workshops and to assemble information about the organic sector.

2. Undertaking a series of ‘Pulse’ interviews with key stakeholders to determine the primary
issues and the drivers for change.

3. Developing strategy further using workshops of invited participants, representative of the
stakeholders. The workshop participants developed scenario options using Martech’s
SNAP (Stakeholder Needs Analysis Programme ) workshop technique.

4. Additional contributions were gathered from the organic sector using automated web-
based survey questionnaire based on the workshop findings. This extended the
consultation by allowing input from sector participants, regardless of location, especially
from those who had been unable to attend the workshops.

5. The issues raised during the (i) ‘Pulse’ interviews and (ii) SNAP workshops, were aligned
with the framework of Martech’s schematic value chain model.

6. The outcomes were reviewed with the Client Team before the draft strategy was
circulated to the Referent Group who were asked to provide critical comment.

7. The strategic report with recommendations, including an implementation plan, was
written after further consultation with the Client Team and the final presentation was
made to them.

This process was designed to ensure that a breadth of viewpoints was canvassed among
key stakeholders, and that as many people as practicable had an opportunity to contribute to
the strategic development of the organic sector. This approach captured the experience and
innovation that exists among the stakeholders as well as encouraging acceptance and buy-in
to the strategic plan.

The Client Team comprised: Dr Peter Kettle, convener (MAF), Gordon Campbell (Campbell
Marketing Ltd), Brendan Hoare (Organic Federation of Aotearoa NZ), Percy Tipene (Te
Waka Kai Ora), Michael Fountaine (Industry NZ), Evelyn Hurley (MAF), John Squires (MAF
alternate).
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5.3 Consulting Team

Alastair Aitken (Project leader) heads Martech Consulting Group and is a specialist in
market management and strategies with particular focus on export marketing of commodity,
fresh and packaged foods, industrials and tourism. His 20-year consulting experience
includes assignments outside New Zealand.

Jim Kerr (Dr) has more than 20 years research management experience with the DSIR and
HortResearch, with experience in management of research programmes in horticulture,
agriculture, and the environment.

Errol Hewett (Prof.) has an in-depth knowledge of production, postharvest research and
education in New Zealand horticulture and as been an observer of sustainable production
systems in New Zealand, Japan, and Korea.

Mike Stoke has extensive experience of strategy development and related work in New
Zealand, including work with Standards NZ and also overseas assignments. The
development of e-systems technologies has been a special focus of his work for the past
decade.

Specialist advice. The Martech team used the following researchers to provide specialist
advice and critical comment during the development of the strategy:

Prue Williams (Dr) — Crop & Food Research, Lincoln. Provided comment on the vegetable
sector with particular reference to sustainability of production systems. She brought
experience as a member of the technical advisory group for the Heinz-Wattie / Lincoln
University organic cropping farm.

Chris Hale (Dr) — HortResearch, Mt Albert. Provided comment on the fruit sector with
particular reference to integrated fruit production. He brought experience of technical issues
involved in the export of horticultural crops. His oversight and knowledge of biological control
of pests and diseases targets the reduced use of agrichemicals which has direct relevance to
organic systems.

Organic Sector Strategy — Appendices A 32




5.4 Referent Persons

On completion of a first draft of this Organic Sector Strategy, the following persons provided
valuable peer review commentary. All key items were considered by a joint task and client
team meeting. Both teams are indebted to these 23 referees whose wisdom, experience and

significant efforts were very much appreciated.

1  Gordon Campbell, Campbell Marketing
2 Dr Hugh Campbell, Otago University
3 Rick Carmont, Fonterra
4  Bob Crowder, Founder of Lincoln University biological Husbandry
Unit
5 Dr. Chris Hale, HortResearch
6  Prof. Stuart Hill, University of Western Sydney-Hawkesbury
7  Terry Higginson, National Co-ordinating Committee of Organic Farms
New Zealand
8 Brendan Hoare, OFANZ and Soil & Health Assn.
9 Evelyn Hurley MAF Policy
10 Dr Peter Kettle MAF Policy
11  Dr Nic Lampkin Organic Farming Centre for Wales, Instit. Of Rural
Studies, University of Wales
12 Jon Manhire OPENZ and OPENZ
13 Seager Mason Bio-Gro
14  Maanu Paul, Percy Tipene, Te Waka Kai Ora
Angeline Greensil, John
Reid, Wayne Petara
15 John Pearce Shelly Beach Farms
16  Russell Simmons Organic Growers Inc.
Graeme Crawshaw Bioland
17  Bruce Snowden Heinz Wattie Australia (based Canterbury, NZ)
18 Prue Williams Crop & Food Research
19 David Wright Bio-Dynamic Farming & Gardening Assn.
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