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1. Executive Summary

The Dorset EDG Vegetable Growers Group was formed with the assistance of Dorset EDG to explore new plant based production and marketing opportunities in the Dorset municipality of Tasmania.
After conducting consultation with group members and reviewing relevant industry literature a number of possible production and market opportunities have been identified. 

The presentation of this research is designed to assist the regions industry at two levels; 
1. Provide immediate production and marketing growth through identified opportunities that are available for individual group members, or for group member partnerships 

2. Provide a basis for a broader and more important industry development plan as a second stage to maximise the production and marketing opportunities identified  

The most attractive opportunities selected for further consideration are;
a. shared and full utilisation of existing packing facilities and establishment of broader vegetable packing operations 
b. cherry and blueberry orchard and packing operation
c. ready made soup and meal production facility
d. industrial hemp
e. export seed potato production
Preliminary analysis of costs and revenues provide the group with general information regarding the establishment of these enterprises. 
The need for regional industry cooperative production, product branding and infrastructure development including water resource plays a significant role in quality production and market supply consistency.  These are the ingredients paramount at production and market ends to enable industry growth.  
Action Planning 
The Vegetable Grower Group seek to utilise this report and all available resource potentials as a basis for a detailed business plan to reinvigorate and establish plant based production capacities that interest identified market opportunities. 

Development planning is proposed to be undertaken through a tendered consultancy in early 2005.   The tender brief yet to be finalised by the Vegetable Grower Group is expected to include a focus on cooperative production, processing, regional and product branding and marketing.  
1. Introduction

The Dorset EDG Vegetable Growers Group was formed in May 2004 with the assistance of Dorset EDG to explore new marketing and production opportunities for the farmers of the Dorset Municipality. 

An initial membership fee of $500 was set for farmers wishing to join the group. Dorset EDG successfully applied on behalf of the group for North East Tasmania Assistance Program (NETAP) funding to support the undertaking of an opportunities study. 

The objective of this research, as set out in the Industry Development Brief, is to;
· identify best bet plant based production and or processing and or marketing enterprises suitable for application in the Dorset agricultural region; and

· produce a report that supports practical and effective outcomes and subject to identified opportunities, makes recommendations for next step industry development proposals.

The challenge of identifying new marketing opportunities for the Dorset region is similar to the challenge faced by any business or organisation seeking to consolidate or grow its business in its chosen market. 
Marketing theory suggests that a successful marketing strategy will involve the matching of a business’s objectives and resources with opportunities. 
Opportunities arise from changes in the internal and external environment. The external environment incorporates markets, competition, technology, economics, politics, law, culture and social considerations. 

In order to provide some context to the search for market opportunities this research report will first consider; 
1. the objectives and resources of the group 
2. will briefly consider the external environment with which it is faced
3. identify and prepare a listing of possible market opportunities 
4. identify the most attractive opportunities along with next step considerations. 

2. Group Objectives and Resources
At present there are twenty-three members in the Dorset EDG Vegetable Growers Group. The regions of Scottsdale, Ringarooma, Winnaleah and Waterhouse are all represented. All members have significant investments in resources for vegetable production. These include investments in land, machinery, irrigation and buildings and in some cases packing and sorting equipment. A typical farm size of group members is around 100 Ha.

The Dorset region has suffered declining processing vegetable opportunities in recent times. In 1993 Simplot ceased pea growing in the area. With the closure of Simplot’s Scottsdale processing facility in December 2003 and the 3 year phasing out of a transport freight subsidy for potatoes sent to Ulverstone, there is a risk that potato production levels may decline in the future. In 2002 Botanical Resources Australia withdrew from pyrethrum production in the area. In 2003 Tasmanian Alkaloids ceased contracting poppy production in the region and GlaxoSmithKline reduced price and area under contract. 

Production estimates for the major crops grown in the Dorset region in 2004 are as presented in Table 1.

Table 1: Vegetable production in Dorset – 2004 estimates

	
	Tas Production*
	Dorset Prod.#
	Dorset % of Tas Prod

	Crop
	Ha
	Tonnes
	Ha
	Tonnes
	Ha
	Tonnes

	Processing potato
	             9,000 
	         420,000 
	             1,255 
	           60,000 
	14%
	14%

	Onions
	             1,000 
	           54,000 
	                200 
	           10,800 
	20%
	20%

	Poppies
	           14,000 
	           28,000 
	                750 
	             1,500 
	5%
	5%

	Carrots (fresh)
	                333 
	           15,000 
	                  88 
	             4,400 
	26%
	29%

	Processing Beans
	             1,700 
	           17,400 
	                  78 
	                550 
	5%
	3%

	Squash
	                  55 
	                330 
	                  33 
	                198 
	60%
	60%


*Tas figures sourced from DPIWE Rural and Marine Industry Profiles, available from website www.dpiwe.tas.gov.au

#Dorset estimated with assistance from industry (potato and beans – M. Bowen (Simplot), onions – P. Beattie, poppies – M.Coote (Glaxo), carrots and squash – G. Moore)

a - Potato production area includes Pipers River and St Marys, but excludes Simplot grown areas.

Estimates of gross margins of these major crops are presented in Table 2. Please note that estimates have been made to provide a rough indication of gross margins. Many factors, most importantly yield and prices can significantly alter gross margins to farmers.

Table 2: Gross margin estimates for Dorset crops

	Crop
	Net Yield/Ha
	Price/tonne
	Return/Ha
	Costs/Ha*
	Gross Margin*

	Processing potato
	50
	$220
	$11,000
	$7,100
	$3,900

	Onions
	55
	$120
	$6,600
	$2,600
	$4,000

	Poppies
	3
	$1,300
	$3,900
	$1,800
	$2,100

	Carrots
	45
	$120
	$5,400
	$3,000
	$2,400

	Beans
	8.8
	$365
	$3,212
	$2,100
	$1,112

	Squash
	16
	$400
	$6,400
	$4,200
	$2,200


*The calculation of gross margins usually include variable costs, however in this case non-variable costs have been incorporated such as depreciation on machinery and equipment. Cost of land is not included in costs.

The above returns provide some indication of the required returns for any new crop to be attractive to farmers. Given the size and structure of Dorset farms, scale is also a significant issue for any new potential crop. 
While trials of small areas may initially be required for certain crops, economies of scale in production generally mean that larger areas of production deliver higher gross margin per hectare.

In order to understand the group’s objectives consultation with most group members was undertaken. The following is a summary of the responses;
· recognition of the need for ‘something new’ in the district

· desire to be doing better from what we do
· labour shortages a constraint on growth

· keen to utilise natural or ‘clean, green’ marketing advantages of North-Eastern Tasmania
· willingness to look at alternative ways of doing things/niche markets

· recognise the limitations of relying on high volume/low margin philosophy

· interested in ‘value adding’ and shortening the supply chain 

· a desire for new ‘crops’ that fit in well with existing rotations, work schedules and labour availability

· focus on opportunities requiring minimal investment and re-investing profits into more capital intensive possibilities

· development that is sensitive to existing cropping and packing business interests

· don’t want to create more work/stress/risk than already have

· trustworthiness of mainland merchant wholesalers a concern
· a need to expand market horizons at a national and international levels
More specific ideas for consideration were;
· capsicum/hot house intensive production

· fodder production (eg. Lucerne) and pelletising for local, mainland and export markets

· organically produced beef marketed as premium product to mainland and export markets

· potato seed production 

· development of new and existing export markets

· organic markets

· direct marketing of ‘premium’ produce to city restaurants

· ready made meals like soups, stews, even specialty game means eg. wallaby etc.

· pre-packed, ready to go vegetables eg. Houston’s lettuce mix

3. Market Environment
An important part of any research is to be aware of the latest information regarding changes in markets, consumer preferences, technology, and regulations. A summary of these issues is made below.

Increased Grower Involvement in Supply Chains
The supply of fresh produce is becoming increasingly competitive. In a market where there are plentiful suppliers, purchasers can afford to develop more stringent requirements, especially large retailers such as Coles and Woolworths. In Europe, for example, retailers base their purchases on the sophisticated demands of consumers, which include value for money, quality, variety, assurances on food safety, traceability, convenience and low environmental impact
. 
In response to these consumer and marketing demands, innovative growers of fresh produce have increased their cooperation and involvement with buyers and other members of the supply chain such as transport operators, to ensure their produce meets consumer expectations.  

In industry literature this concept is referred to as ‘chain reversal’ because it reflects the change within supply chains being production orientated (paddock to plate) to consumer orientated; (plate to paddock)
.   

In essence closer relationships between the various members in the supply chain, ensure information is shared and can be used to improve the competitive position of all members in that supply chain. 

Henk Folkerts, a leading Dutch Agrifood consultant, also makes this observation about grower’s greater involvement in the supply chain.

‘Growers have come to recognise they are no longer just growers, but food suppliers and, as such, must have greater involvement in the value (supply) chain. They realise that the stronger their presence in the chain, the stronger their competitive position’
.

Increased Cooperation Between Growers
Pressures to improve business efficiency and reduce costs are providing strong drivers for farmers to increase cooperation with each other. Cultural factors will influence the extent and success of cooperation. 
Farmers in Holland have been very successful at working together in order to survive in a highly competitive global marketplace. 
In Australia the tradition is for farmers to work independently of each other.  Henk Folkerts also observes the benefits of cooperation:

‘There are fewer growers operating today and often those remaining growers have much larger businesses and work together in producer groups to meet the demands of their customers.  Their cooperative efforts provide a bargaining power to customers, shorten the chain and provide faster and cheaper information and knowledge exchange. Collective purchasing, sorting, packing, transport and marketing all add up to improved margins for all concerned’.  
Cooperation between growers within and between regions is also becoming necessary to obtain sufficient scale, to consistently supply major supermarket chains.  

Retailers continue to seek ways to reduce costs and they are seeking supply from fewer but larger suppliers. 
In addition; retailers also seek year round supply from such suppliers providing another reason for grower production cooperation from diverse regions.
4. Market Opportunities
4.1 Fresh Market Vegetable Opportunities

Tasmania is a large player in Australian fresh market temperate vegetable production. Major crops grown for the fresh market include potatoes, carrots, onions, cabbages, broccoli, cauliflowers, parsnips, swedes, turnips, lettuce, and tomatoes. Summary statistics for the major crops grown (excluding the major processing vegetables) for 2001/2002 are presented in table 3. 


Table 3: Tasmanian production of fresh market vegetables 2001 –02

	Crop
	Fresh (t)
	Process (t)
	Total Tas
	Nat. Total
	Tas %

	Carrots
	    17,500 
	     17,500 
	    35,000 
	  233,300 
	15%

	Onions
	    62,700 
	
	    62,700 
	  247,100 
	25%

	Broccoli
	     4,000 
	       2,000 
	     6,000 
	    39,200 
	15%

	Cauliflower
	     4,100 
	
	     4,100 
	    76,400 
	5%

	Cabbages
	     1,500 
	
	     1,500 
	     6,880 
	2%


*Data: TFGA Getting Results Newsletter May 2004 and DPIWE Rural and Marine Industry Snapshots

Fresh market vegetable production accounts for 25% of the total value of Tasmanian vegetable production.  Within the North-East onions, carrots and kabocha are the main fresh market vegetables grown, with smaller quantities of potatoes, swedes and parsnips also grown. 

In discussions the Dorset EDG Vegetable Group expressed a desire to develop a Dorset ‘brand’ for vegetables from the region. The group recognises the positive reputation high quality onions and carrots from Dorset have developed in wholesale markets. The group has also expressed an interest in focussing initially on harder (swedes, parsnips, potatoes) lines of produce because of their extended shelf life and ease of harvesting and transport.  

Potential Fresh Vegetable Markets 

The markets for fresh market vegetables include weekend produce markets, large and small supermarkets, and wholesalers. 

For small quantities of produce suitable market outlets may be direct sale to the local supermarkets, local wholesalers or weekend produce market. But when larger volumes of produce are being produced it is necessary to sell to wholesalers in the major capital cities and/or direct sale to Woolworths and Coles. 

Woolworths and Coles dominate the fresh produce market, accounting for around 70% of the market nationwide. To be a supplier of Woolworths and Coles; growers and packers have to meet stringent quality assurance standards together with an ability to supply large quantities of produce year round.   Given the high costs of becoming accredited to supply this market, and Dorset’s relatively small production capabilities (at least initially) and inability to supply 12 months of the year, it is probably not realistic to focus on opportunities to supply the major supermarkets. Opportunities to utilise branding of produce would also be limited when selling to Woolworths and Coles. 

Supply to wholesalers located at the major wholesaler markets of Melbourne, Sydney and Brisbane will therefore be the focus for more in depth investigation of fresh market opportunities for the group. At these markets high quality, well branded produce will attract interest from other wholesalers and buyers, leading to higher demand and higher prices for produce. This market outlet is also able to handle varying levels of quantity and short periods of supply are acceptable, although to establish a presence and build brand recognition supply for a minimum of at least one or two months would be required.  If the brand was applied to a range of produce then the brand may be in the market place consistently throughout the year.

Survey of Wholesalers

Several wholesalers at the Melbourne and Sydney Markets were interviewed in an attempt to identify the most attractive opportunities for the supply of vegetables by the Dorset EDG Vegetable Growers Group. A list of wholesalers interviewed is attached.  (See Appendix A).

From discussions with wholesalers the following opportunities were identified:

1. Carrots - Most wholesalers mentioned the reputation Tasmanian carrots were gaining in the market, particularly in the first half of the year. Moraitis, which is a large wholesaler, and a number of the smaller wholesalers mentioned they would be interested in new suppliers from Tasmania. Moraitis indicated carrots could either be supplied in bulk bags for pre-packing or boxed. 

2. Broccoli - Opportunities exist for Tasmanian broccoli in the summer period where high temperatures can reduce supplies from Victorian producers. Potential demand and thus returns are therefore very reliant on mainland climatic conditions. A mild summer may not effect Victorian production, leaving prices low and making Tasmanian broccoli uncompetitive due to transport costs. A hot summer, however, may push prices up, making returns very attractive. Valley Valisha said that he could handle any volume of broccoli, as long as it was high quality. This wholesaler also acts as an export agent. Moraitis in Sydney was also interested in broccoli supplies at any time of the year.

3. Potatoes - Like onions there are plentiful supplies of potatoes on the fresh market. A key theme to come out of discussions with wholesalers was the importance of branding to help differentiate produce. Wholesalers at both Melbourne and Sydney are interested in dealing with an ‘exclusive’ brand as it helps them attract and keep customers in a highly competitive market. It would appear successful branding would be a prerequisite for successfully marketing potatoes in these markets.

According to wholesalers, the most important aspect of any brand is building a reputation of quality. Other aspects include packaging, grading, and sizing. Boxed potatoes (like onions) are quickly being recognised as ‘premium’ produce characterised by even size and high quality. Bagged produce typically arrives at market in various sizes - 5 kg, 10kg, 20kg and 50 kg bags and is usually lower in quality compared to boxed produce. 

There are various lines of potatoes on the market. There are washed white (SA nadines), washed red (desiree or pontiac), brushed white (sebago or coliban), or gourmet brushed white (kippfler, bintje, spunta, nicola). Wholesale prices for brushed standard or washed standard lines vary from $0.50 to $1.00 per kg, while prices for gourmet lines range from $1.30 to $2.6 per kg
.

According to the wholesalers the best opportunities for Dorset potatoes would be to concentrate on mainstream brushed white potatoes as well as gourmet type varieties such as kippfler, bintje etc.  Avanti Produce was interested in working with the group in developing a product offering (and offered to visit the group).  There was no clear window of opportunity in the supply of potatoes onto the fresh market. Rather a period could be targeted when our produce would be at its highest quality.

4.2 Greenhouse Vegetable Production 

Discussion with local wholesalers and DPIWE have indicated there would be a good market opportunity supplying greenhouse produced vegetables to the Tasmanian and Mainland markets in the summer months when demand for salad style vegetables is high. Vegetables would include capsicum, cucumber, tomato, eggplant and cherry tomato. An enterprise could combine some outside production of other salad vegetables such as lettuce and spring onions . There would also be good opportunities to export such vegetables overseas, however the highly perishable nature of the product requires efficient air transport and timely delivery and this may be a limiting factor.

According to DPIWE there are about 20 greenhouse growers in Tasmania corresponding to about 10 Ha of production area. The size of each greenhouse range from 400 m2 to 1.3 ha. It is expected that a third of the industry will retire in the short term however some of the remaining growers are expected to expand production.   DPWIE also indicated that New Zealand and Dutch enterprise has expressed interest at various times to establish growing facilities in Tasmania which may have negative impacts on local suppliers.

Establishment of a 2000 m2 fully automated and heated poly greenhouse would cost between $150,000 - $250,000. This production area would be manageable for one family. A market for 30 - 50 tonnes of produce would need to be found. Production guides are available on the DPIWE website (www.dpiwe.tas.gov.au).
4.3 Organic Production
 

This market continues to grow domestically and internationally. One estimate is that the world organic market grew by 23% between 2000 and 2001. It is estimated that sales of organic fruit and vegetables in developed countries have grown at annual rates of between 15 and 30 per cent during the late years of the 1990’s. There is some evidence that growth rates have declined in markets such as Austria, Denmark, the Netherlands and Switzerland where the industry is well established and ‘mature’.

The increased popularity now sees major supermarkets stocking organic lines. In the UK it is estimated that 70% of all organic fruit and vegetables are sold by supermarkets. In 2000/2001 Australian organic horticulture production accounted for 4 per cent of total estimated value for all horticulture production.

Given the higher cost of production and general supply shortages organic produce attracts a price premium. The price premium will obviously depend on local market factors but it has generally been observed at 20 -30 per cent. 

Given the high costs and time (3 – 6 years) involved in converting to organic production and the relatively small market size, the organic market option may not fit well with the needs of the Dorset EDG Vegetable Growers Group. Organic production is also incompatable with tradition production on the same farm.  Despite this, the Dorset region would appear to be well placed to capitalise on the growing organics market for the following reasons:

· geographically isolated from other large conventional growing areas - this may help in developing a ‘brand’ 
· clean air and water
· fertile soils giving production advantages
One reason why organic produce may be attractive to consumers is that they disagree with ‘commodity’ driven view of vegetable production and prefer to support small scale, community minded farmers. 
Given the regions relatively small production capabilities and the disadvantages of isolation, the group would be well placed to target this growing organic market.   

If conversion to organic production was not made, marketing based on the above consumer demands may still provide our produce with a niche/point of difference over produce from other regions.   Integrated Pest Management is a middle ground between organic and conventional production which may also provide an attractive marketing tool if the group were to consider this strategy.
4.4 Fruit Opportunities

Two export agents interviewed in Melbourne considered the most promising opportunities for Tasmania are in the production of cherries, blueberries, raspberries, blackberries and other stone fruit. 
According to the agents, Tasmania’s late growing season would allow it to capitalise on high end of season domestic market prices. For example, the cherry harvest season extends into early February which is 4 to 6 weeks beyond the latest production season of the major production areas of the mainland
. 
Tasmania’s fruit fly free status provide direct access to valuable export markets in United States and Japan, where as mainland fruit must be cool stored for a month or fumigated before being exported. 

4.5 Vegetable Processing and Value-Adding

Adding value to the raw production is an attractive idea. Given our geographical isolation from major fresh markets it may be  more cost effective to ‘value-add’ and transport higher value produce. 

Growing consumer preferences for convenient, healthy, pre-prepared vegetables and meals may provide opportunities for niche value-added product. Examples are pre-packed salad mixes, pre-packed stir fry vegetables and peeled roasting vegetables with garlic/herb butter. Houston’s farms in the Coal River Valley have been very successful in taking advantage of this market trend. 

The food service market of restaurants, caterers, hospitals also demands ready prepared vegetables. For example the Scottsdale Hospital buys peeled and prepared hard produce. Fresh Cut Processing is a Launceston company that undertakes such food preparation. A Devonport vegetable wholesaler also undertakes this type of activity.

The growing need for convenient, nutritious meals is also increasing demand for pre-prepared ‘home style’ meals available from supermarkets and other retail locations. Fresh ready cooked meals are available in convenient Melbourne retail outlets. One manufacturer of ready cooked meals, 246ATE, operates a store in the Melbourne Central shopping centre, located beneath a large office tower and next to a train station. A copy of this company’s brochure is attached and their website is www.246ate.com. 

The establishment of a food manufacturing facility producing meals such as soups and stews would provide a valuable market outlet for second grade vegetables already produced in the area. Gourmet versions of meals could incorporate game or native meats and plants from the region. 
Craig Williams of Pepper Berry Tours has developed a good reputation for his ‘bush tucker’ creations and may provide interesting recipe ideas. The end product could be marketed a variety of ways. ‘Bulk’ batches could be sold to hospitals or nursing homes while smaller, retail size packages could be sold through supermarkets and convenience stores within Tasmania and also in mainland capital cities. 
As stated previously the growers group would be well placed to develop a ‘brand’ to differentiate the product.

4.6 Seed Potato Production

The Tasmanian potato industry enjoys relative disease free status due to its isolation and strict adherence to the Tasmanian Certified Seed Potato Scheme. While seed potatoes  are  currently produced for local production there are vast opportunities available to export certified seed potatos. It is estimated that only 11% of the world’s potato crop is grown from clean, certified seed
. In countries where certified seed is unavailable, small tubers from one years’ crop are retained for use as seed the next year, resulting in crops with lower yield and quality
. 

Steve Monaghan, based at Coraguluc in Victoria, has developed a certified potato seed exporting business and is unable to meet demand from his overseas clients. At present he exports 2,000 tonne per year and pays growers between $500 and $600 per tonne for G5 or G6 seed, depending on freight costs. Steve said that at one stage he was buying seed from Forth Farms but experienced export problems due to the amount of red soil covering the tubers. Steve said that he would be interested in talking to farmers who were interested in supplying certified seed potato. The predominant variety of seed bought by Steve is Atlantic.

4.7 Industrial Hemp

Contact has been made with two Australian companies seeking to expand industrial hemp production to meet growing global demand.

Ecofibre Industries (www.ecofibre.com.au) is based in Brisbane and is Australia’ leading hemp research, development and commercialisation company, involved in all aspects of the bast fibre value chain, including agronomy and production, plant breeding and related research and development of domestic and international fibre markets.

Ecofibre in conjunction with Tasmanian Hemp Co-op have recently released Hemp mulch into the domestic market. The highly absorbent and insulating properties of hemp fibres (both bast and hurd) ensures the matted straw makes an excellent mulch / weed matting material. Industrial hemp has many other uses some of which are paper (eg France and Spain), automotive components (eg Germany), food and oil (China, Canada), animal bedding (UK) and textile fibre (China, Korea)
. Ecofibre’s marketing strategy is to first establish hemp mulch as a solid market base before developing the more lucrative markets of textile fibre and food. At present food additives produced from hemp (such as oil) are not approved for consumption by Food Standards Australia and New Zealand (FSANZ). For a summary of hemp opportunities see the attached newspaper article.

Ecofibre Industries have indicated they would be interested in working with farmers in the Dorset Region in conducting trials of hemp. Ecofibre considers Tasmanian hemp mulch market could sustain 100 ha of hemp. Ecofibres would assist farmers with agronomic advice. Suitable equipment for planting and harvesting would have to be supplied by farmers.

The second company that has expressed interest in developing hemp in the region is Fibrenova. Fibrenova is an experienced player in the global hemp industry. Kendal Shoobridge, representing an investment company who is acting as an agent for Fibre Nova in Australia, said the company has a technological advantage over other processors by owning a specially designed harvester that produces higher grade fibres for textile manufacturing. Kendal claims global demand for this fibre greatly outweighs demand. Kendal is seeking expressions of interest from growers interested in growing hemp (min. area of 5 ha.). 

4.8 Medicinal Herbs/Pharmaceutical Products

Herbal remedies for health problems have increased in popularity in recent years. Garlic, Echinacea, Gingseng, Ginkgo and St Johns Wort are examples of natural products used for the treatment of health problems such as flu, stress, high blood pressure, high cholesterol and depression. 

The increased demand for naturally derived medicines is driving large amounts of investment into the development of pharmaceutical versions of herbal products. 
It is predicted that by 2005 natural based medicines will penetrate the largely synthetic pharmaceutical market by as much as 30%. It is expected the global market for herbal medicines will grow from $US5 billion to at least $US30 billion as they enter the mainstream market. Consequently, the market for supply of high quality herbal extracts/raw material will dramatically increase. 
According to the stated reference herbs with the most potential for mainstream adoption include:

· chamonmile

· garlic

· ginger

· echinacea

· feverfew

· gingko

· hawthorn

· saw palmetto

· milk thistle

· valerian

The Vegetable Grower Group members investigate and continue to trial new crops seeking commercial opportunity.   The Tasmanian Institute of Agricultural Research
 (TIAR) is also currently investigating opportunities in this area, including borage, stilberry, stevia and feverfew. It will be 3-4 years until any research results will be known. 

The development of crops in this sector will rely heavily on the backing of large companies willing to invest money into research. Botanical Resources Australia is currently investigating echinacea production on the North-West coast. 

While large scale development may require large company backing there may be niche opportunities in the production of some of these herbs. Walk into any health shop and you will find small packets of dried herbs. Ian Farquhar, a local who has experimented with herbs, remains optimistic about the opportunities in this market for small scale production. In this case smaller manufacturers of herbal/natural medicines would be targeted in marketing efforts.

4.9 Tasmanian Wildflowers

Plant Biotechnologies, with assistance from DPIWE, have developed the production and marketing of Tasmanian native flowers. The most successful species has been Ozothamnus Redbud and Lemonbud. According to Peter Simmul of DPWIE supply of the flower can not keep up with demand. The flowers are exported to northern hemisphere markets. 

Ozothamnus is a perennial, remaining in the ground for 6-7 years. It produces no flowers for the first 2 years. It is managed and cut to produce as many flower stems as possible. A plant produces about 30 stems per year and are sold for 70 cents per stem at farmgate ($21 total each plant). One plant is planted every 1 m x 1.5 m, equating to 6600 plants per ha. 

Gillian Russmussen of Plant Biotechnologies was unable to be contacted for further information.

4.10 Heritage/Organic Seed Production

Peter Coxhead from Derby has established a small cooperative of home garden/hobby growers specialising in the production of heritage seed. They are in the process of obtaining organic certification to enable their seeds to be also classified as organic. Heritage seed is non-hybrid seed that is passed on from generation to generation without major transformation.

The cooperative currently supplies small amounts of seed to 3 mainland heritage seed companies. The cooperative grows many different varieties of vegetables.

Peter’s seed cooperative is interested in expanding their seed production capabilities as well as exploring opportunities to commercialise the production of some ‘boutique’ varieties, such as purple parley and culinary beans. He would be interested in forming working relationships with the vegetable group to explore these opportunities.

Stephen Welsh, the TFGA industry development officer, also considered organic seed production as a significant market opportunity, especially in the Europe, where by 2006 all organic production will require the use of organically produced seeds. 

4.11 Fodder Markets

High value fodder crops such as lucerne are in high demand in the horse, dairy and feedlot industries. There is also evidence that lucerne is growing in popularity as a garden mulch, especially in cities facing water restrictions. 

Large markets exist for all forms of fodder/stockfeed on the mainland. One development option would be to ship containers of fodder to these markets. To ensure cost efficient transportation bales can be re-compressed. 

Lucerne prices in mainland markets vary according to quality and local demand/supply conditions. Price by region is listed in the Weekly Times. Premium quality sells for around $300 per tonne or $600 in Melbourne retail.

To be viable growers require a farm gate price of around $200/t or higher for red soil farms. Indicative transport costs from farm gate to Melbourne would be $50 -$100 t. There could therefore be export potential but the fodder would have to be high quality or marketed at high priced retail markets (value added garden mulch). There is a question of whether there is sufficient heat in the Tasmanian summer to create premium quality hay. There are companies/cooperatives on the mainland who also export fodder hay to markets in Asia.

Useful websites for further information:

www.feedcentral.com.au – national internet hay trading house

www.fodderking.com.au – Fodder King, exporters of hay

www.lucerne.3rivers.com.au – Three Rivers Lucerne Cooperative

www.afia.org.au – Australian Fodder Industry Association

4.12 Sugar Beet

Trials of sugar beet for ethanol production were conducted in the Dorset region over the 2003/04 growing season. Trials were undertaken by a partnership of CSR, DPIWE, Dorset EDG and RIDIC. According to DPIWE, yields from the trials were promising (80- 90 t/ha), although the crop at Waterhouse was affected by the fungal disease caused by Fusarium spp.. The economic viability of any potential ethanol production is greatly enhanced by the potential use of the tops (leaves) and pulp (by product of ethanol production) for stock-feed purposes. If CSR was to go ahead with the ethanol production facility, the proposed plant would produce 40 million litres of ethanol and require 6,000 ha. of sugar beet crop, worth $25 million as raw material. CSR has  reviewed the trial results and concluded the economies of ethanol production are not sufficiently attractive to proceed with the development . 

4.13 Chicory

This is a leafy fodder style crop. Inulin is extracted from its roots after boiling and has attractive properties in food processing. Inulin is a high value low-fat dietary fibre used in yogurt, cheese and ice-cream. There are two main processing companies in the world - one Dutch and one Belgium. Given that it is a similar extraction process to sugar beet CSR may also be interested in the idea. A Department of Economic Development officer is interested in exploring processing opportunities if there is sufficient local interest.  
5. Next Steps for Priority Opportunities
This study has highlighted a number of opportunities.  In order to asses their relative merit it is necessary to compare them using basic selection criteria.  Table 4 below is an attempt at achieving such a qualitative comparison.

Table 4: Comparison of opportunities

	Opportunity
	Already grown in NE
	Requires market development
	Requires agronomic development
	Requires capital
	Requires knowledge transfer
	Relativepotential returns

	Fresh vegetables
	Yes
	Yes
	No
	Yes
	Yes
	Medium

	Greenhouse vegetables
	No
	Yes
	No
	Yes
	Yes
	Medium

	Organic vegetables
	No
	Yes
	Yes
	No
	Yes
	Low

	Fruit
	Yes
	Yes
	No
	Yes
	Yes
	High

	Seed potatoes
	Yes
	Yes
	No
	No
	Yes
	Medium

	Processing vegetables
	
	Yes
	
	Yes
	Yes
	High

	Hemp
	No
	Yes
	No
	No
	Yes
	Low

	Wild flowers
	No
	Yes
	Yes
	Yes
	Yes
	Medium

	Organic seed
	Yes
	Yes
	Yes
	Yes
	Yes
	Low

	Fodder
	Yes
	Yes
	No
	No
	Yes
	Low

	
	
	
	
	
	
	


This section provides more detail on the steps required to bring the most attractive opportunities to fruition. The selection of the most attractive opportunities is based on:

1) good potential for long term profitability

2) sufficient scale to provide significant economic injection to the group and region

3) either builds on existing strengths as a vegetable growing area or delivers increased diversity to the region’s production mix

4) clear paths for next stage development

Based on these criteria the following opportunities were chosen for further consideration.

1. Fresh market vegetables – carrots, broccoli, potatoes

2. Fresh market fruit – cherries and blueberries

3. Value added – ready made soup and meal manufacturing facility

4. Emerging market – Industrial Hemp

5. Seed potato production – utilises existing skills and infrastructure

5.1 Fresh Market Vegetables

The establishment of a cooperative packing and marketing business is a potential development option for the Dorset EDG Vegetable Growers Group. The focus of such an operation would be to develop brand recognition in a number of lines of vegetables. Based on discussions with wholesalers marketing opportunities exist for carrots, broccoli and potatoes. However, given carrots are already grown and marketed in the area, the group may not consider carrots as an option. 

The first steps in assessing this development option would be to develop a business plan outlining the expected costs and revenues from such a development. As part of this process estimates of volumes of produce to be packed and marketed by the venture are required, along with estimates of costs. An attempt is made below to outline the likely costs involved in establishing a packing and marketing operation. It is advised that the Dorset EDG Vegetable Grower Group obtains more accurate cost estimates before any final decision is made to develop this option. 

Volumes of Production

For the purposes of this exercise the following volumes of production are estimated:

	Vegetable
	Area
	Yield/ha 
	Tonnes

	Carrots
	30 Ha
	60
	1800

	Broccoli
	30 Ha
	7
	210

	Potatoes
	30 Ha
	50
	1500


Raw Produce Cost

Based on industry sources estimates of the costs of raw produce 

	Carrots
	$120/tonne

	Broccoli
	$1000/tonne

	Potatoes
	$250/tonne


Additional on-farm costs

	Carrots – sowing, harvesting, agronomy, cartage to packing shed
	$90/tonne


Packing Costs

Substantial capital costs would be incurred when establishing a packing facility. Carrots and broccoli require rapid post-harvest cooling as well as ongoing cool storage. Carrots and potatoes also require brushing to remove dirt. A summary of the equipment required in a packing operation is:

· storage and cool storage facilities

· brushwasher

· hydro cooler/vacuum cooler

· grading equipment 

· hoppers

· packing equipment

· forklift

· storage bins

· flake ice machine

· amenities

An estimated cost of establishing a carrot, broccoli and potato handling facility is $1.5 million. More detailed estimates of costs could be sourced from the following companies:

EDP, Shepparton, Victoria, www.edp.com.au
Alltech Refrigeration Systems, Adelaide, South Australia, www.alltechrefrig.com.au
Enfria Vacuum Coolers, Algester, Queensland, www.enfria.com.au
Dombac, Ulverstone, Tasmania www.dobmac.com
Capital costs could be funded by members, through debt, or outside equity could be used. An annualised capital cost based on these two options is:

	Method of Finance
	Rate of Return/Borrowing
	Annual Amount
	Cost/t 3510 t/yr

	Borrow money
	7% over 10 years
	$209,000
	$60

	Outside finance
	15% per annum
	$225,000
	$64


Operation Costs

Estimates of annual operating costs may include:

	Item
	Annual Cost

	Management
	60,000

	Other labour
	200,000

	Packaging
	20,000

	Electricity, rates, water
	30,000

	Quality Assurance
	10,000

	Other
	20,000

	Total
	$340,000

	Total/tonne (3510 t/yr)
	$96


Transport (prices provided by G.Cox Transport)

Scottsdale to Melbourne* prices exclude GST and 3 - 5% fuel surcharge

	Item
	Tonnes of produce
	Total Cost
	Less freight subsidy
	Sub-total
	Cost/tonne

	Carrots – 45 ft pantech refrigerated
	22 t
	3380
	1710
	1670
	 $76

	Broccoli – 66 180 kg bins in 45 ft pantech refrigerated
	11 t
	3380
	1710
	1670
	$152

	Potatoes – standard container
	17 t
	1740
	855
	885
	$52


Scottsdale to Sydney* prices exclude GST and 3 - 5% fuel surcharge

	Item
	Tonnes of produce
	Total Cost
	Less freight subsidy
	Sub-total
	Cost/tonne

	Carrots – 45 ft pantech refrigerated
	22 t
	4380
	1710
	2670
	 $121

	Broccoli – 66 180 kg bins in 45 ft pantech refrigerated 
	11 t
	4380
	1710
	2670
	$243

	Potatoes – standard container
	17 t
	2340
	855
	1485
	$87


Marketing

Prices for produce sold at one of the major wholesale markets will vary from year to year and also through the various seasons in a year. This creates significant risk for the growers/packers. 

Based on discussions with Melbourne and Sydney wholesalers it is envisaged that carrots and broccoli would be sold early in the year and potatoes at any time.

To calculate potential prices in the major wholesale markets and also demonstrate their variability pricing information was purchased from the Melbourne Markets Pricing Information Service. Such pricing information is based on daily surveys of wholesalers and can therefore be open to manipulation. Prices provide a general estimate only.  Price tables for carrots, broccoli and potatoes are presented in Appendix B. A summary of these prices are below:

	Item
	Historical Average
	Historical price/kg
	Less 15% w’sale margin
	Price/tonne

	Carrot – 20kg pre pack
	13.83
	0.69
	0.59
	590

	Carrot – 20 kg carton
	16.99
	0.85
	0.72
	720

	Broccoli – 8kg carton (Jan – April)
	15.95 
	2.0
	1.69
	1690

	Broccoli – bulk (Jan – April)
	1.44
	1.44
	1.22
	1200

	Tas bintje 10kg bag
	12.51
	1.25
	1.06
	1006

	Tas kippfler 10 kg bag
	21.8
	2.18
	1.85
	1850

	SA coliban 20kg bag
	18.16
	0.91
	0.78
	780


Comparison of Costs with Potential Returns
	
	Carrot ($/t)
	Broccoli ($/t)
	Potato ($/t)

	Raw supply
	120
	1000
	250

	Addition on-farm costs
	90
	
	

	Capital costs
	60
	60
	60

	Operation costs
	96
	96
	96

	Transport (to Melb)
	76
	152
	52

	Estimated Total Cost
	442
	1308
	458

	Expected Revenue ($/t)
	590 (pre pack)
	1200 (bulk)
	780 (brushed SA)

	Gross margin ($/t) 
	148
	108
	322

	Gross margin ($/ha)
	8880
	756
	16100


Next Steps
The above figures are far from being accurate but they provide the industry with some indicators of the costs and the steps involved in establishing vegetable packing and marketing operations. 

If members of the Dorset EDG Vegetable Growers Group were interested in developing this option further it is recommended that more detailed and accurate business planning be undertaken.

5.2 Fresh Market Fruit

As outlined in chapter 4, there are good opportunities for the supply of cherries and blueberries from Tasmania to mainland and export markets.

Site and variety selection are extremely important issues in any cherry or blueberry development. Varieties that are in high demand one year can be quickly made obsolete by the development of new varieties. Cherries are better suited to lower quality soils with good drainage. 

Another issue to be decided in cherry orchard development is whether to use a trellising system or none at all, the alternative being called spanish bush. Trellising requires higher initial capital investment but results in higher density plantings and fruit production within 2-4 years of planting. Spanish bush has lower initial capital investment but does not produce fruit for 5 years. Wayne Boucher of DPIWE says most new plantings at present choose the spanish bush method.

Cherry Development Costs

DPIWE has published a Cherry Orchard Investment and Orchard Development Budget that provides great detail on the relevant costs and returns. According to Wayne Boucher of DPIWE this guide is currently being updated. 

Some of the basic capital costs for cherry orchard development are listed below.

	Item
	Cost

	Trees – 1250 per ha
	$8750/ha

	Trellis cost
	$7000/ha

	Bird Netting
	$30,000/ha

	Irrigation (excl. pump/mains)
	$2,300/ha

	Air blast sprayer (new)
	$18,000

	Cool store, general storage
	$100,000

	Grader
	$8,000


The capital cost may be more or less depending upon the developer’s existing ownership of plant and equipment.

A break down of variable production  costs is as follows:

	Annual Operating Costs
	$0.25/kg (assume 20 t/ha yield)

	Harvest
	$0.55/kg

	Grading/packing
	$0.54/kg

	Packing materials
	$0.42/kg

	Total Variable Costs
	$1.76/kg


Income as listed in the DPIWE budget guide are as follows:

	Grade 1 - good season
	 Price ($/kg)
	$6.50/kg

	
	Less commission (10%)
	$0.65

	
	Less air freight
	$1.14

	
	Less ground freight
	$0.20

	
	Net price
	$4.51/kg

	Grade 1 – wet season
	Net price
	$3.61/kg

	Class 2
	
	$2.50/kg

	Gross Margin (excl capital costs)
	Good season, yield 15 t/ha grade 1 by year 4
	$41,250/ha


Blueberry Development Costs

Blueberry development requires less upfront capital compared to cherry development. DPIWE has developed a costing spreadsheet to assist would be proponents. Michele Buntain is the officer responsible for berry fruit research and development.

 A summary of the capital costs is as follows:

	Capital costs
	$

	Packing room
	$8,000

	Cool room
	$10,000

	Plants
	$4,000/ha

	Bird scarer or netting
	$2,500 to $10,000 

	Fencing
	$5,000

	Drip Irrigation
	$2,300/ha


Again, capital costs may be more or less than above, depending on the plant and facilities already owned by the proponent. 

Annual operating costs and income are itemised below. All figures are sourced from the DPIWE costing model.

	
	Cost
	Cost
	Cost /Ha

	
	$/tray 
	$/kg
	$/ha at 6000 kg/ha 

	Harvest and packing costs
	 
	 
	20:80 export:interstate

	Interstate (150g punnet)
	12.78
	7.10
	34,080

	Export (not punneted)
	7.64
	4.24
	5,093

	Growing Costs
	20.42
	11.34
	68,067

	Manager Costs ($30 000/annum)
	5.40
	3.00
	18,000

	Total Variable Cost of Production 

	Interstate
	19.97
	11.09
	 

	Export
	14.83
	8.24
	63,140

	 
	 
	 
	 

	Income
	 
	 
	 

	Interstate
	34.6
	19.22
	92,267

	Export (2002 prices)
	22
	12.22
	14,667

	 
	 
	 
	 

	Return on 6000 kg/ha at 20:80 export: interstate ratio
	43,793


The DPIWE costing model makes the following notes:

· Income for interstate fruit starts at $24/tray then increases to up to $60/tray for late fruit.

· The price for blueberries in 2000 was only $16/tray

· The proportion of export/interstate fruit varies from 60:40 to 0:100

· Expected Yield: 6000 – 8000 kg/ha

· First yield in Year 3 then peaks in year 7.

Next Steps

If there was sufficient interest in cherry and/or blueberry development, invitations to attend a meeting of the group could be extended to Wayne Boucher and Michele Buntain of the DPIWE.

Availability of labour is a significant issue for either cherry or blueberry development. Further research work could focus on strategies to alleviate this problem in the area. 

5.3 Value Added – ready made soup and meal manufacturing facility

The development of this option would provide a valuable market for second and third grade produce from the area. Vegetables currently produced in the area including potatoes, onions, carrots and squash are well suited to soup and stew type meals.

Availability of third and second grade vegetables would depend largely on price offered. Based on current production levels some estimates of available tonnage for food manufacturing could be:

	
	Tonnes
	Price $/tonne

	Potatoes
	1000
	60

	Onions
	300
	60

	Carrots
	300
	60

	Squash
	150
	300

	Total
	1750
	


The first step, however, in considering this option further would be to assess the market interest for ready made soups and meals both within Tasmanian and on the mainland. Issues that would need to be addressed include :

· Volumes demanded

· Retail outlets

· Recipe styles

· Packaging

· Branding

· Prices

To consider production requirements contact was made with Foodprep, a Melbourne company that specialises in developing processes and supplying machinery for the manufacture and preparation of food. Equipment required for food manufacturing includes:

· Bin unloaders

· Peelers

· Dicers

· Batch cookers

· Filler

Labour units can be replaced by purchase of  additional  machinery.

Martin Pearce of Foodprep has offered to visit the group to develop more specific costings of a food manufacturing facility. He would offer his services for $1200 per day plus airfares and accommodation. He would require 2 days to conduct the work. Martin did advise that more detailed market research should be undertaken as the first step.

5.4 Industrial Hemp

Phil Warner of Ecofibre Industries recommended trials of hemp be undertaken before large scale production is entered into. 

Hemp can grow in all soils and can be grown with or without irrigation. Water requirements to produce a high yield of 10 t/ha are 4 ML. 

According to Ecofibre Industries, hemp has the following costs and returns:

	
	Dryland
	Irrigated

	Total Costs
	$90/t
	$130 - $150/t

	Income
	$200 - $250/t
	$200 - $250/t

	Yield
	5 t/ha
	10/t/ha

	Gross Margin
	$550 - $800/ha
	$700 - $1000/ha


The other hemp processing company, Fibrenova, uses special harvesting equipment that produces fibres for use in textile manufacturing. 

According to Kendal Shoobridge, representing Fibrenova, Fibrenova pays growers $1000 per tonne of hemp. Kendal says the crop yields 2 to 3 tonne per cut and there are 2 to3 cuts per year. Fibrenova is seeking interested growers.

Next steps would be to contact either Ecofibre Industries or Fibrenova registering interest to grow hemp.

5.5 Seed Potato Opportunities

Iain Kirkwood of DPIWE was contacted to discuss seed potato export opportunities. He agreed that good opportunities exist and advised that working with an existing exporter would avoid large investments in establishing export markets.

Iain said Australian seed has a market advantage over European or US seed in Asia because it is mature when it arrives at market, ready for planting (compared to the European or US seed that is too young to plant).

Appendix A - Wholesalers Interviews
 Melbourne Wholesale Markets
	Wholesaler
	Contact
	Speciality
	Contact no.

	Avanti Fresh Produce
	Mark Lorenzetto
	Hard produce, premium quality
	0419 505 741

	Prestige Produce
	Mark and Vincent Brancatisano
	Potatoes, Onions, garlic, pumpkin
	0418 338 757

	Moraitis Wholesale
	Sam Kisvarda
	potatoes, onions, oranges
	0407 629 403

	Valley Valisha
	Valley Valisha
	Brassicas, lettuce
	0411 515 511

	Mumford Wholesalers
	Gary McClintoff
	Fruit, supplier to various Tasmanian w’salers
	03 9687 5234

	Big Valley Produce
	Frank Bugge
	hard produce
	0414 695 427


Sydney Wholesale Markets
	Wholesaler
	Contact
	Specialty
	Contact no.

	Moraitis Fresh Produce
	Steve Moraitis
	Potatoes, onions, carrots
	0408 248 584

	Moraitis Fresh Produce
	Michael Antico
	Account Manager
	0408 248 584

	Moraitis Fresh Produce
	Matthew McInerney
	Broccoli, cherries
	0417 468 828

	Murphy’s Produce
	Norm Moses
	Hard produce
	0414 224 833

	Sunfresh
	Lui Meli
	Cherries, blueberries
	0418 612 021

	Frank Nohra Produce
	Frank Nohra
	Hard Produce
	0418 232 150


Export/Other Contacts

	Business
	Contact
	Speciality
	Contact no.

	Momack Produce
	Sean Limbery
	Asparagus, onions, kabocha
	03 5997 2018

	Riverside Vegetables
	Nick Christou
	Brassicas, cherries, other fruit
	03 9682 7144

	BGP International
	Neil Barker
	cherries, berry fruit, stonefruit, vegetables
	03 9686 3300



	Monaghan Packers
	Steve Monaghan
	Export seed potatoes
	03 5233 1207


Tasmanian Wholesalers/Retailers

	Business
	Contact
	

	Island Fresh Produce
	Jaime
	0419 396 384

	Ye Old Green Grocer
	Andrew Barber
	63341346

	John Van Den Bosch
	
	63522182


Cherry, Blueberry and Seed Potato Development

	Dr. Wayne Boucher
	Food, Agriculture and Fisheries Division
	DPIWE
	6266 4305

	Michele Buntain
	Berry Fruit Industry Development
	DPIWE
	6233 6814

	Iain Kirkwood
	Vegetable and Associated Vegetables Branch
	
	


Food Manufacturing

	Martin Pearce
	FoodPrep, Melbourne
	9776 6158
	mp@foodprep.com.au
www.foodprep.com.au


Industrial Help

	Phil Warner
	Ecofibre Industries
	07 3366 0889
	phil@ecofibre.com.au

	Kendal Shoobridge
	Fibrenova
	03 96142177
	ks@schoolsfund.com


Appendix B – Vegetable Pricing
	Tasmanian Carrot Prices - Melbourne Markets
	20 kg bag pre-packed

	 
	Jan 
	Feb
	Mar
	Apr
	May
	Jun
	Jul
	Aug
	Sep
	Oct
	Nov
	Dec
	Ave

	2004
	13
	13
	13
	13
	13
	13
	13
	 
	 
	 
	 
	 
	 

	2003 (vic)
	13.1
	13
	13.3
	14.5
	14.5
	14.5
	14.02
	14
	14
	13.04
	13
	13
	 

	2002
	13.03
	13.01
	13
	13
	13.34
	14.5
	15.16
	15.61
	15
	13.96
	 
	 
	 

	2001(vic)
	13.57
	13.5
	13.5
	14.42
	15
	15
	15
	15
	16.2
	15.78
	15
	15
	 

	2000 (vic)
	11.2
	11.03
	12.36
	13
	13
	12.95
	12.5
	12.54
	13.5
	14.55
	15.86
	14.92
	 

	Ave
	12.78
	12.71
	13.03
	13.58
	13.77
	13.99
	13.94
	14.29
	14.68
	14.33
	14.62
	14.31
	13.83

	Ave/kg
	0.64
	0.64
	0.65
	0.68
	0.69
	0.70
	0.70
	0.71
	0.73
	0.72
	0.73
	0.72
	0.69

	Less 15% 
	0.54
	0.54
	0.55
	0.58
	0.59
	0.59
	0.59
	0.61
	0.62
	0.61
	0.62
	0.61
	0.59
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	Tasmanian Carrot Prices - Melbourne Markets
	20 Kg Carton
	

	 
	Jan 
	Feb
	Mar
	Apr
	May
	Jun
	Jul
	Aug
	Sep
	Oct
	Nov
	Dec
	Ave

	2004
	17.5
	17.11
	15.08
	14.51
	13.96
	15.5
	15.5
	 
	 
	 
	 
	 
	 

	2003
	17.3
	19
	19
	19
	20.72
	20.42
	15.17
	15
	15
	15
	17.5
	17.56
	 

	2002
	15
	15
	16.6
	17
	17
	17
	18.78
	21
	17.17
	 
	 
	 
	 

	2001
	19
	19
	19
	19
	19
	17.86
	16.5
	16.5
	18.23
	 
	 
	 
	 

	2000
	12.19
	11.01
	18.73
	21
	21
	16.71
	15
	15
	16.33
	 
	 
	 
	 

	Ave
	16.20
	16.22
	17.68
	18.10
	18.34
	17.50
	16.19
	16.88
	16.68
	15.00
	17.50
	17.56
	16.99

	Ave/kg
	0.81
	0.81
	0.88
	0.91
	0.92
	0.87
	0.81
	0.84
	0.83
	0.75
	0.88
	0.88
	0.85

	Less 15% 
	0.69
	0.69
	0.75
	0.77
	0.78
	0.74
	0.69
	0.72
	0.71
	0.64
	0.74
	0.75
	0.72
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	Tas (and Vic) 8 kg Carton Broccoli Prices Melbourne Markets 
	 
	 

	 
	Jan 
	Feb
	Mar
	Apr
	May
	Jun
	Jul
	Aug
	Sep
	Oct
	Nov
	Dec

	2004 (vic)
	26.86
	17.03
	20.02
	13.28
	19.52
	15.21
	9.59
	17.36
	 
	 
	 
	 

	2003 (tas)
	12.48
	17.01
	23.05
	17.67
	17.55
	 
	 
	 
	 
	 
	 
	 

	2002 (tas)
	11
	11
	11
	12.87
	17.99
	12.77
	 
	 
	 
	 
	 
	 

	2001 (vic)
	17.48
	14.78
	17.83
	19.58
	13.02
	16.11
	13.32
	11.02
	9.93
	8.02
	9.17
	8.61

	2000 (tas)
	9.39
	8.17
	16
	22.41
	15.53
	14.3
	 
	 
	 
	 
	 
	 

	Average
	15.44
	13.60
	17.58
	17.16
	16.72
	14.60
	11.46
	14.19
	9.93
	8.02
	9.17
	8.61

	Ave per kg
	1.93
	1.70
	2.20
	2.15
	2.09
	1.82
	1.43
	1.77
	1.24
	1.00
	1.15
	1.08

	Less 15%
	1.64
	1.44
	1.87
	1.82
	1.78
	1.55
	1.22
	1.51
	1.06
	0.85
	0.97
	0.91
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	Bulk Broccoli Prices Melbourne Markets
	 
	 
	 
	 

	 
	Jan 
	Feb
	Mar
	Apr
	May
	Jun
	Jul
	Aug
	Sep
	Oct
	Nov
	Dec

	2004
	2.44
	1.67
	2.02
	1.26
	1.75
	1.41
	0.86
	1.63
	 
	 
	 
	 

	2003
	1.16
	1.62
	2.18
	1.83
	1.96
	1.16
	0.98
	1.57
	0.91
	0.9
	1.5
	0.99

	2002
	0.65
	0.66
	1.24
	1.02
	1.67
	2.35
	2.36
	1.03
	0.94
	0.75
	0.75
	1.46

	2001
	1.74
	1.2
	1.86
	1.95
	1.14
	1.61
	1.37
	1.28
	1.16
	0.57
	0.7
	0.66

	2000
	0.68
	0.67
	1.39
	1.53
	1.56
	1.99
	1.26
	0.93
	1.06
	0.61
	0.78
	0.92

	Average
	1.33
	1.16
	1.74
	1.52
	1.62
	1.70
	1.37
	1.29
	0.81
	0.57
	0.75
	0.81

	Less 15%
	1.13
	0.99
	1.48
	1.29
	1.37
	1.45
	1.16
	1.09
	0.69
	0.48
	0.63
	0.69
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	Tasmanian 10kg Bintje Carton - Melbourne Markets 

	 
	Jan 
	Feb
	Mar
	Apr
	May
	Jun
	Jul
	Aug
	Sep
	Oct
	Nov
	Dec
	Ave

	2004
	19
	18.58
	18.1
	18.1
	18.03
	17.9
	17.9
	 
	 
	 
	 
	 
	 

	2003
	16.5
	16.5
	15.23
	16.5
	16.5
	12.36
	14
	14
	15.2
	 
	 
	 
	 

	2002
	14.17
	11.03
	11.03
	11.03
	11.03
	11
	11
	11
	11
	11
	11.33
	 
	 

	2001
	11
	11
	11
	11
	11
	13.21
	11.37
	 
	 
	 
	 
	 
	 

	2000
	11.5
	11.5
	11.5
	10.7
	8.76
	8.5
	8.5
	8.5
	8.5
	9.77
	 
	 
	 

	Ave
	14.43
	13.72
	13.37
	13.47
	13.06
	12.59
	12.55
	11.17
	11.57
	10.39
	11.33
	 
	12.51

	Ave/kg
	1.44
	1.37
	1.34
	1.35
	1.31
	1.26
	1.26
	1.12
	1.16
	1.04
	1.13
	
	1.25

	Less 15% 
	1.23
	1.17
	1.14
	1.14
	1.11
	1.07
	1.07
	0.95
	0.98
	0.88
	0.96
	 
	1.06
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	Tasmanian 10 kg Kippfler Prices - Melbourne Markets
	 
	 
	 
	 

	 
	Jan 
	Feb
	Mar
	Apr
	May
	Jun
	Jul
	Aug
	Sep
	Oct
	Nov
	Dec
	Ave

	2004
	23.5
	23.16
	23.7
	23.55
	23.5
	23.48
	 
	 
	 
	 
	 
	 
	 

	2003
	20.83
	20.83
	20.83
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	2002
	22.8
	22.8
	22.44
	20.8
	20.8
	20.8
	20.83
	21.61
	 
	 
	 
	 
	 

	2001
	23.5
	21.87
	21
	21
	20.81
	20
	21.36
	 
	 
	 
	 
	 
	 

	Ave
	22.66
	22.17
	21.99
	21.78
	21.70
	21.43
	21.10
	21.61
	 
	 
	 
	 
	21.80

	Ave/kg
	2.27
	2.22
	2.20
	2.18
	2.17
	2.14
	2.11
	2.16
	 
	 
	 
	 
	2.18

	Less 15% 
	1.93
	1.88
	1.87
	1.85
	1.84
	1.82
	1.79
	1.84
	 
	 
	 
	 
	1.85
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	South Australian 20kg Brushed Coliban bag - Melbourne Markets
	 
	 
	 
	 

	 
	Jan 
	Feb
	Mar
	Apr
	May
	Jun
	Jul
	Aug
	Sep
	Oct
	Nov
	Dec
	Ave

	2004
	17.75
	18
	18.09
	16.62
	18.74
	19.12
	18.09
	 
	 
	 
	 
	 
	 

	2003
	19
	19
	19.37
	22.15
	21.5
	19.41
	17.43
	19.69
	 
	 
	 
	 
	 

	2002
	10.63
	12.23
	14
	14.65
	15.1
	19.97
	22.8
	29
	17.3
	 
	 
	 
	 

	2001
	18
	16.15
	22.36
	27.22
	25
	21.5
	15.86
	15
	16.3
	20.76
	26.95
	14.63
	 

	2000
	13.33
	11.16
	15
	17.47
	19
	18.53
	14
	13.21
	12.34
	16
	18
	19.16
	 

	Ave
	15.74
	15.31
	17.76
	19.62
	19.87
	19.71
	17.64
	19.23
	15.31
	18.38
	22.48
	16.90
	18.16

	Ave/kg
	0.79
	0.77
	0.89
	0.98
	0.99
	0.99
	0.88
	0.96
	0.77
	0.92
	1.12
	0.84
	0.91

	Less 15% 
	0.67
	0.65
	0.75
	0.83
	0.84
	0.84
	0.75
	0.82
	0.65
	0.78
	0.96
	0.72
	0.78
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Appendix C
Dorset EDG Note:

Dorset EDG receives considerable and continuous trade enquiry seeking enterprise opportunity for production, processing, marketing and services to agriculture.  
There are ongoing new proposals to establish new business within the Dorset region and enquiry from remote regions that have interests in sourcing Dorset products.

Dorset EDG is involved in assisting the development of infrastructure’s and services such as water resourcing and supply delivery, transport, business services, education, training, branding, quality assurance and marketing programs.  These matters affect existing and new enterprise.

It is advised that forward planning for industry growth includes the maintenance of information linkage to utilise any opportunities that may assist in development and planning objectives.

Nic van den Bosch

Executive Officer
Dorset EDG 

Appendix D
[image: image8.png]&l

Tasmania




TRAVEL REPORT

Southern Hemisphere Congress

Melbourne

8-10 September 2004

Joe Horak

Development and Marketing Officer

Vegetable and Associated Industries Branch

Devonport.

Tel: 6421 7662  Mobile: 0409 563 350

      Joe.Horak@dpiwe.tas.gov.au

Report No:  Veg 04/7
REASON FOR TRAVEL

· To attend the Southern Hemisphere Congress, the second of such conferences providing information and analysis on key trends occurring in major markets of the Northern Hemisphere, and targeted at growers, exporters and marketers of fresh produce.

· Attendance was requested by Dorset Economic Development Group (EDG) to accompany and provide input to a report being prepared by Mr Malcolm Beattie on options for farmers in the Dorset Municipality affected by the closure of the local potato processing plant.  This input is a continuation of DPIWE assistance provided by Vegetable and Associated Industries and Extensive Agriculture Branch staff. Conference registration was funded by Dorset EDG. 

SUMMARY

It must be noted that this is a report on the proceedings of a conference attended by delegates with vested interests in various fields and who present matters from a particular perspective – that of their own position in the market.

Although the Congress was a fruit focussed event, the content is pertinent to food production and distribution in general. Over 300 delegates, mainly from Australia and New Zealand, but also from Asia, Europe, USA, UK and South Africa attended the event.

Presentations were made on:

· Changing consumer markets of the Northern Hemisphere

· Asia – its growth and dangers

· Europe as a complex but single market 

· North America 

· Logistics and 

· Consumers

These were augmented by panels of experts providing additional commentary and addressing questions. Additional presentations were made on process control, packaging and functional foods.

Global consolidation of the retail food industry has many ramifications for Australian agriculture, and particularly for Tasmania’s agricultural sector, which is not well positioned to compete in commoditised markets by virtue of the small scale of operations. In order to be successful in the high volume, low priced markets that have arisen as a result of the influence of transnational supermarket chains. 
Tasmanian industry needs to consider options such as:

· strategic alliances with other production areas to increase volume and certainty of supply

· alliances with category managers of the major supermarket chains

· targeting of differentiated markets, in which the unique attributes of Tasmanian produce are strong selling points.

Considerable information was presented and sourced from delegates over the course of the event, some of the key points being listed under ‘Major findings’ in this report. More detailed take home messages, and particularly those of concern to Tasmanian agriculture, are presented in Appendix A. Additional information on the Powerpoint presentations made by various contributors is held by the author.

To DPIWE

1. That the Department of Primary Industries Water and Environment (DPIWE) continues to monitor developments in supply chain (value chain) and category management
 models to gain a thorough understanding of the requirements necessary for maintaining a position in the marketplace. 

2. That DPIWE continues to support Dorset EDG in follow up work that can assist in identifying and capitalising upon opportunities in agricultural products produced in the Dorset region.

3. That DPIWE and other government agencies be prepared to investigate food and nutrition opportunities identified by Dorset EDG that can retain and develop the Dorset Community as one of continuing agricultural importance to Tasmania.

4. That Government and industry be more pro-active in scanning for, researching and developing new opportunities based upon the whole value chain, a process which requires a commitment of resources and funds similar to those devoted to attracting new industries and supporting established industries.

To INDUSTRY

1. That Dorset EDG presents the material provided by Malcolm Beattie and Joe Horak to EDG and other Dorset Municipality stakeholders, to better understand global food production and distribution, so as to further the economic prospects of the Dorset community.

2. That EDG stakeholders continue to collaborate in identifying and modelling a production system that fits with the trends in both local and global agricultural produce markets.

3. That subject to further interest, Dorset EDG follows up with a search for synergies providing opportunities.

4. That subject to further interest, industry capability assessments are undertaken. These would cover elements such as resource and capital availability, plant utilisation, and levels of interest in value-adding and investment within the local community. 

5. Continue an open dialogue with relevant Tasmanian government departments and industry participants in matters of regional procurement, value-adding and branding options. 

DETAILS
The primary purpose of the visit was to:

· Attend the 2004 Southern Hemisphere Conference and document information to apply directly to the Economic Opportunities Study currently being undertaken by Dorset EDG.

· Gain a greater understanding of the changing nature of food production, distribution and marketing, particularly regarding the concept of category management.

· Provide information and perspectives for use by stakeholders in the State of Growth strategy.

Major achievements and findings

· Australia has not branded itself sufficiently in the markets of the Northern Hemisphere.

· Global food production, procurement and retailing is consolidating faster than many industry participants had anticipated. Specialist ‘category managers’ are being appointed by the retail giants to purchase fruit and vegetables.  These are empowered to procure categories in an efficient and cost effective way to ensure that the buyer (supermarket chain) gets the best quality at the cheapest price.  The buyer is not interested in the origin of the product, only that it conforms to quality specifications and provides a reason for consumers to visit the store to purchase the most profitable lines that supermarkets carry - fresh produce.

· Australian producers’ cost structures need to be lower to be competitive, and their approach to international markets needs to change in order to grow, or maintain their positions. Ways of achieving this are to lower production costs, consider longer term pricing into enterprise thinking, and ‘partnering’ with the category managers of one of the supermarket chains engaged in Northern Hemisphere markets. Alternatively, Tasmanian producers could move away from the commodity market approach and supply into differentiated markets in order to achieve higher prices. For example, Tasmania currently exports carrots to markets where the retailers undertake a ‘diversification’ or ‘specialist’ strategy, and it is this model which is likely to provide producer/supplier benefits. Partnering with a category manager undertaking a ‘cost leadership’ (low cost) strategy does not appear favourable from the Tasmanian position.

· The power vested in category managers transgresses borders and other jurisdictions. It is both an opportunity and threat for food producers. Category management has the capacity to restructure agricultural systems and communities, creating new market opportunities or disengaging current suppliers in the pursuit of maximising returns to shareholders.

· Competition from emerging nations can be expected to be very intense as their domestic markets expand and become more sophisticated, support infrastructure grows and export abilities are enhanced. 

· Large volumes of produce can be sold by suppliers that are capable of committing resources to integrating into the systems of larger supply chain partners. 

· Increased operational scope will be necessary to provide ‘value’ and achieve such integration. The consequences of this are increased levels of  potential benefits and risk. 

Benefits are the increase or maintenance of supply volumes into category managers’ supply or value chain models. Risks associated with supplying into increasingly commoditised markets from the Tasmanian perspective are those pertaining to scale, or rather a lack of scale, restricting market entry or competitiveness. Producer/supplier costs may simply be too high to compete with other suppliers in undifferentiated product markets. 

· One conclusion that can be drawn from attendance at the congress is that farmers’ engagement in the supply of food may need to be thought of in the context of ‘nutrition’. It may be necessary to invest further along the value chain in order to share in the better returns available in value-adding options and to create and retain wealth in local communities. To achieve and retain some power under this model, it may be necessary to think beyond a regional locale and incorporate production from various locales as a regional supplier. Interstate alliances among of some of south-eastern Australia’s fresh fruit and vegetable producers and suppliers could probably provide competitive scale efficiencies into some undifferentiated markets.

· Perceptions of the ‘value’ created by various participants in the supply chain were different across the range of speakers and delegates attending the conference. It was evident that differing industry roles and positions provided different perspectives on what constitutes such value. Similarly, ‘partnerships’ ‘relationship building’ and ‘providing value to all participants’ can be skewed toward industry positions. Such statements are often viewed as more rhetoric than substance by less empowered stakeholders.

· Agricultural production and supply of fresh product is considered high risk, and industry returns are not favourable compared with those from many other industries.

Other comments

The congress reaffirmed the vulnerability of current food production areas, both in the integrity of their domestic fresh food supplies and the consequences for other segments within the agricultural sector that are integrated into production systems - particularly the average Tasmanian farm enterprise.
The rate and extent of global consolidation in the retail industry provides opportunities for current and emerging suppliers, as well as posing threats to incumbents. Retail merger and acquisition activity is influenced by the volatility and liquidity of global investment capital. Farming sectors operate on much longer timeframes, and with more complex strategies, which are inherently risky and difficult to change rapidly.

It is evident that supermarket chains such as Australia’s Coles and Woolworths could be taken over by the Global Giants.
  Over the past decade, these global enterprises have accumulated thousands of supermarket sites in more mature markets, and are investing considerable funds in growth markets in which they are staking out market shares as part of their global food and other products’ marketing strategies. Produce supply line restructures are likely from such events.

Several speakers and delegates mentioned that food producers, suppliers, manufacturers and retailers have vastly different returns from their activities in the chain. These are often viewed as not commensurate with the risks undertaken by respective chain partners. Of particular interest was the consternation expressed by large industry participants (much larger than Tasmanian exporters) of the industrial consequences of the use of market power by the large chains. Some negative comments were very explicit in their descriptions of how this power was exercised and that they put industries at risk.

The author is not aware of any effective framework that exists for providing fairness amongst participants in the category management models being developed. The Australian industry has the Retail Grocery Industry Code of Conduct - a voluntary code that has not satisfied all producer suppliers and is considered far from established as an effective mechanism.

It can be expected that dispute resolution, claims of unfair practice and market domination will arise in the category management models currently being developed. Policy makers need to address the complex issues arising from borderless organisations trading across borders.

Decreasing competitiveness and the increasing complexities of compliance and trade issues will reduce the ability of more developed nations to maintain their agriculture sectors. Conversely, newly developing nations are gaining the ability to increase their share of global food trade with their lower costs of production.

The practice of treating fresh produce as commodities underestimates the discerning consumer that the major chains claim to be the base of their ‘market focus’. In some markets, consumers are increasingly interested in the source of the product, so they can judge the product’s compliance against a range of ethical and other standards. These customers, and the supply or value chains that operate to satisfy them, appear best suited to provide value for the vegetable sector of the Tasmanian food and nutrition industry.

BENEFITS/SIGNIFICANCE TO YOU AND YOUR WORK

· Expanding information on markets and market characteristics.

· Expanding the range of industry contacts.

· Broader understanding of Category Management and the necessary requirements to participate in the modern value chain.

· Improved understanding for development and marketing strategies.

Concluding comment
All those involved in the food production system, from producer to end retailer, must recognise that competitiveness in agricultural markets is highly affected by unpredictable, and in many cases, uncontrollable, events. Vulnerability to such events must be considered more likely, and with greater ramifications, in an environment of a strengthening Australian dollar, the relocation of agricultural production to locations of lowest production costs, and an increasing oil price. Added to this are the increasingly onerous compliance and operational costs which impact particularly harshly on farmers that lack economies of scale, and whose products are traded as commodities by parties beyond their control. Additionally, there is the environmental uncertainty created by global warming. The future of profitable farming rests in being able to adequately manage risks while producing for target markets.

While continuing traditional research and development related to production focussed activities, Australia must acknowledge the importance of ‘marketing’ as a genuine research activity, and contribute more resources to understanding current and potential markets.

A mindset change toward viewing fresh vegetable and fruit production as part of the ‘nutrition’ industry rather than the ‘food’ industry may engender a holistic approach to maintain if not grow the Tasmanian agriculture sector.

APPENDIX D-A

Notes on issues of relevance from all speakers

(For further details on the topics presented at the congress, contact the author)

Considerations for Australian fresh produce supplier exporters

Situation

The industry has changed permanently. It is no longer competition amongst companies or countries, it is now competition amongst supply chains.

The producer is not an isolated piece in the chain but part of a whole system built on relationships.

The challenges are - how do we strengthen our relationships and get the product on the shelf?

The retailer is providing you with the sale, so service and quality levels must be high, costs lowest, your attitude and people must be the best and you must have ‘Seed to Shelf’ synergies.

Supermarkets have taken 80% of fresh produce trade in the EU and expect to be able to make ~20% ROI.

Consolidation of the global food manufacturing sector over the last 15 years has provided great efficiencies and control, leading to the highest returns on capital in the food sectors.

The greatest change seen in food retailing is in the supply chain. As the retailers have got more powerful, category management (CM) has come to the fore.

Supply is captured by the retailer and locked in. The pressure is on for direct procurement, where each part of the chain must add value, inventory management is on JIT and high turnover bases, central warehousing is required and food safety issues are critical.
The retail environment is particularly tough in the Scandinavian countries. There has been a huge increase in eating out in northern Europe, and there is flat to declining consumption in Germany.

All fresh produce is price pressured. This is the major issue to contend with and must be focussed upon as the importance of the discounters is increasing. Traceability will be required from 2005. Strong relationships/partnerships will be required as will strong logistics/transport facilities.

Competitiveness

Category management is very strong in a highly competitive retail market that is creating pressure to improve the supply chain. The retailer wants high volumes and will partner with large suppliers that provide consistent year-round supplies of quality produce.
Category Management extends beyond product delivery and maintenance of a close relationship and communication. It is all about marketing, differentiation and brand loyalty.

Growers will be asked to supply what sells best, not what grows best.

Key Performance Indicators for the ASDA/WAL Mart category management business model are:

· 98.5% availability

· less than 7% ‘Red Cards’(problems with product, shipment, timing etc)

· price 12% less than competition.

EU Markets are full of predatory competition and pricing despite relatively small fruit and vegetable offerings.

Australian, NZ and South African products may be more uncompetitive in the future due to high exchange rates.

In Thailand, farmers are now operating under HACCP principles and the cool chain management and infrastructure is doing very well.

South Africans and New Zealanders are very strong competitors, undertaking category management, space management, and inventory management. South Africans are doing well because they know their costs of production and can price eight months ahead in the fruit market.

Australia’s problem is that we judge price by the market price of today. Australia has no brand and prices are expensive.

Chinese product quality is not great and packaging is poor, but price is dominant.

Managing the cost of business and doing it the right way is important in Asia, which means understanding the Asian Consumer Markets. They are all different.

We are in trouble if we continue on the ‘produce and sell’ paradigm. If you don’t know your customer, you won’t sell the product. e.g. in Indonesia there are two sizes of stone-fruit sold - one is for the lower socio-economic segment.

The additional costs of doing business

Category management is data-based decision making on shelf allocation, product mix, etc. in which accurate retail data is required. It is a costly process. This sophisticated service extends to suppliers providing assistance to retailers to sell product. Third-party certification is being increasingly used to manage food safety. It is expensive and is not reflected in the price paid to producers. It is an additional cost of doing business.

The supplier/marketer now manages the inventory of the retailer and the supplier is responsible for JIT inventory levels.

There is a pressure to perform on public companies and in the retail sector, fresh produce categories contribute 10% of sales and 20% of profits – a 33% mark-up is standard, compared to 25% on other items.

Quality now includes flavour
Retailers are less interested in promoting excess volumes of produce at low prices as they prefer to maintain the price and the margin and sell less product. The reduction in cost to the retailer is not seen by the consumer. The discount to the supplier ends up as extra profit to retailers.

Producers and suppliers are burdened with large inventories of packaging materials for supply to various clients. Commodity groups in the USA are looking at standardisation in the industry to minimise costs.

The supplier is responsible for maintaining quality, regardless of the region in the world from which the produce is sourced.
Costs for advertising in the media and in-store demonstrations, tastings, rebates by suppliers to retailers are borne by the supplier and the grower. The supplier and marketer are ‘partners’ with the retailer. [Conspicuous by its absence was the word ‘grower’ from this statement and no explanation was given as to the costs borne by the retailer].

There is overproduction in almost every category. Production costs are increasing and low prices are aid to suppliers. One way to combat this is to develop and introduce new varieties every 1-2 years. Retailers want new items and excitement in their stores.

Most marketers try to differentiate because the low cost model is risky.

Markets and marketing information 

Australian fresh fruit and vegetable consumption is well below the WHO recommended daily intakes.

There are quite different attitudes within consumer groups (by nationality).

Issues are of most importance when they impact directly on the consumer. In Australia, it has been found that price and quality are the key drivers to purchase. The convenience factor is an important attribute.

Food Safety is most important, followed by clean food. The importance of food safety is not negotiable in many markets. There is a strong relationship between ‘clean’ and ‘safe’.

Definitions vary from market to market. This is especially so in the case of ‘clean and green’.

Ethical issues have a moderate importance.

North American Markets

Fast food chains in the US are re-positioning. Growth is based mainly on the Hispanic population where fruit sales are up a little partly due to government education programs on obesity. Chile will benefit in the US market (60% of Chilean exports already go to the US). There is increasing consumption of pre-cut fruit. Opportunities for S. Hemisphere suppliers exist.
Sales and marketing is now undertaken from one office with one person buying for 2-3000 stores nationwide with one telephone. The retailer expects the supplier to know everything about the product - specifications, marketing promotions, etc., minimising the communication between seller and purchaser.

Good personal relationships are critical and one must carefully select one’s marketer.

Last year in the US, retailers did not support promotions in oversupply cases. Retailers were quite happy to maintain margins on lower volume - weren’t interested in turning over more at lower margins for the same profit result. A new way of reaching customers must be found to counter the retailers’ extra profits made at the expense of suppliers.

Industry has not promoted food and there is no connectivity from the consumer to fruit and vegetable producers.

GM foods are anathema to the consumer. Cross breeding is too haphazard.

The industry needs to ‘indoctrinate the public’ [to purchase GM foods.]

Producers and suppliers need to concentrate on the food service industry as this is where a great deal of consumption takes place.

North American consumers are very responsive to the health message. Canadian and US consumers are more thoughtful about lifestyle and it is vital to reach them at this level.

Packaging should be the best medium for added value. Establish retail partnerships - relationship building is a key strategy.

The organic niche is developing in the USA, as are specialty stores e.g. Hispanic stores are a trend.

European Union
EU markets are fragmented but as a whole constitute the largest fruit and vegetable market in the world.

The “new” Europeans are hungry to share in the wealth of the EU and these will drive EU consumption.

Expenditures are declining, but there are more EU customers. Price is a major purchase driver.

Different fruit and vegetable tastes are a feature of EU markets.

There number of single and senior households is increasing. There is greater orientation to convenience products, awareness of food safety and increasing interest in organics.

Additionally, there are additional overseas suppliers to EU market’s, increasing acreage and therefore volumes in local production areas leading to oversupply and hunting for markets.

This has created unplanned volumes in addition to a 50% increase in Southern Hemisphere supplies. Continuity of supply and volume are critical (24-26 pallets per consignment, at least one truckload, can be considered a minimum unit). One has to build up to a critical mass to have certain power to be able to compete.

Asia

The immature markets of ten years ago have moved much further and the best growth markets appear to be Vietnam 6.6%, India 5.3%, and China 7.3%, where food imports have surged ahead by 700% between 1992 and 2001.

Vietnam is seen as a huge opportunity. Japan is not seen as an exciting market.

Asians love the “Hypermarket”, particularly the younger generation which television and travel have educated to “Western tastes” - that is the future! Entertainment and the ‘feel good factor’ are important in retailing in Asia.

Australia’s image is behind that of South Africa, Chile and New Zealand.

Australia and New Zealand have little knowledge of the Asian consumer although New Zealand has done well with Kiwifruit and apples.

It is fundamental to have ‘someone on the ground’ in the marketplace.

One should not rely on distributors and wholesalers - work closer with retailers by direct supply.

This extends beyond product delivery and maintenance of a close relationship and communication, which is what ‘category management’ is all about. Category management is all about marketing, differentiation and brand loyalty [from the supermarket’s position].

China
China is making an effort to enter into trade agreements - not yet complete with Australia but has a zero tariff agreement with Thailand in agricultural products.

China faces a huge surplus of low-grade products.

Value-added products such as ready to eat meals are better distributed.

Production costs have gone up as factors such as load limits on transport vehicles have been imposed.

The Chinese markets are massive e.g. apple production, (1/3 of global total) at 20 million tonnes (Mt); citrus – 12 Mt; pears - 9 Mt.

China has ‘significant risks’.

Other trends and a look at the future

Lifestyle, wellbeing, convenience and social responsibility have been identified as critical issues ten years out.

The current trend of the rich being thin, the poor being fat, and the young seeking approval through body shape will continue. The consumer is becoming more discerning and wants to tread lightly on the earth. There will be more emphasis on health leading to an understanding of the relationship between human and plant genomes.

Hort N.Z is working on fruit based functional foods and ingredients, novel fruit and beverage combinations, nutrigenomics and gene specific food cultivars with health properties.

The future may be “Integrated fruit [vegetable] production” – a holistic system all about lifestyle, wellbeing and convenience and the pleasure experience are the future where there will be customisation of food (health, convenience and safety).

There is a trend toward organics.

The rationales for increasing production of functional foods are the aging population, increasing health care costs, self-efficacy and autonomy in health care, and the scientific evidence that diet can alter disease prevalence.

Present trends include the lowering of carbohydrate intakes resulting in a decrease in consumption of some fruit and vegetables – eg potatoes.

Older people select ‘natural’ rather than ‘novel’ foods. Functional foods are seen as an option within a category rather than a separate category e.g. functional yoghurt is an option within the yoghurt category, rather than a functional food.

Convenience is a key driver in horticulture product selection. Convenience can relate to a number of attributes including high availability, no preparation, no clean-up, good handling, variable uses and/or suitable for the entire family.

Keeping true to product labelling and providing the consumer with consistent reliable knowledge is important.

Human rights, production issues and unfair competition against suppliers that are fulfilling their moral and legal obligations, will become issues.

APPENDIX  DB

List of leading presenters and expert panellists reported in this paper.

Steve Allen – Managing Director, Riversun Export Pty Ltd. Riversun coordinates Australian citrus exports to the US market. Steve has nine years experience with the company and twenty-five years in agricultural exports and international trade.

Emilio Teresa Almenara - Managing Director, International Products Ltd. Founder of Thames Fruit supplier to ASDA, Marks and Spencer, Safeway, Tesco, Waitrose, Co-op, Morrison and Budgens. This business began to deal exclusively for ASDA/Wal Mart in October 2001 after serving as ‘Category Champions’. The concept of Total Category Supply (TCS), a unique way of working that allowed for transparency throughout the supply chain, followed. In July 2004, a joint venture with Geest Plc formed International Produce Ltd., of which Emilio is 24% shareholder and Managing Director of International Produce Country Office. This firm is built upon the mission of being the best procurer of best priced product for ASDA/Wal Mart.

Neil Barker - Managing Director, BGP International. Neil experience in managing the Prahran Market (Melb.) one of the city’s leading fresh food retail precincts, and building the BGP business (est. 1915) into one of Australia’s largest fruit and vegetable exporters serving customers in Asia, India, North America and the Pacific Islands. BGP is also a significant importer, supplying wholesalers in Australia with grapes citrus, kiwifruit, stonefruit, asparagus, broccoli and seed potatoes.

Lewis Dagger – Chairman, New Zealand Pipfruit Exporters Committee; Managing Director of Fresh NZ, a major exporter of produce from New Zealand with sales channels operating in the UK, Europe, North America, Asia Australia and the South Pacific. The company also has interests in South Africa, China and the New Zealand domestic market. Lewis has twenty-five years experience in the produce business of which twenty have been in the export marketing of produce from New Zealand.
Delen Engelbrecht – Experienced marketer of deciduous fruit from South Africa. Has held a distribution role from farm to all markets. Logistics management with Dole SA, then launching Go Reefers Logistics (Pty) Ltd., a company that provides a full logistics service from farmgate to overseas consumers. The firm handles 15-20% of the total South African export fruit crop. She holds a position with the Perishable Products Export Control Board (PPECB) which is responsible for quality control of all fruit exports from S Africa.

John Glover - Food Purchasing and Merchandising Director, Metro Cash and Carry, Vietnam. Thirty years in the food industry, including time with Woolworths Australia, ParknShop (Hong Kong), Queensland Independent Wholesalers, Hero Supermarkets (Indonesia), Royal Ahold (Regional Director Merchandising Asia-Pacific).

John Giumarra Jnr.– Vice president and part owner of Giumarra Vineyards Corporation (GVC), the largest growers of table grapes in the USA and owner of one of the US largest wineries. The company farms 12,000acres including citrus plums and potatoes in California and has 4000 employees. GVC, through various subsidiaries is one of the largest marketers of peaches, plums and nectarines from California selling over 3 million cartons for over 50 growers. The company is one of the US largest importers of Chilean fruit and Mexican produce and a major exporter of California grapes to Asia and the world. In total exports over 30 million cartons to the world including kiwifruit avocados, apples, pears, melons, berry fruit, stonefruit grapes Chinese garlic and numerous vegetables. Has served as chairman of the California Grape and Tree Fruit League, Chairman, Wine Institute and Chairman of the California Table Grape Commission.

Richard Hamley - General Manager, Kangara Foods Pty. Ltd. (a division of Chiquita Brands South Pacific). Manages 800 hectares of wine and citrus at Renmark S.A. and further 1,000 ha earmarked for citrus development in SA and Qld. Previous experience with South African company, Capespan, formerly Outspan. One of six directors of the company’s Middle East business unit as well as marketing manager for Capespan’s Stone and Soft Citrus Business Unit.  In 1995, launched a new business region (Zimbabwe) for Outspan International opening a new export office, procuring fruit to augment the S. African parent company’s volumes and setting up a logistical service package for citrus growers.

J.C. Marin - Sensitech Inc. Data recording/temperature monitoring equipment company, suppliers to >80% of leading retail and pharmaceutical companies in the USA. Head office in USA, offices in the EU and distributors in 17 countries. Has twenty years experience in international business and global logistics working with JIT systems in automotive manufacture, marketing and logistics. His fresh produce industry involvement is sourcing products from Spain, Mexico and South America shipping primarily to USA and Europe. Experienced in developing various supply programmes and opening new shipping routes. Over the last seven years has opened ten Sensitech offices around the world and launched three cold chain exporter programmes in Chile, South Africa and New Zealand.

John McCliskie - Heartland Fruit NZ, seller of the NZ ‘Luv ya’ apple brand which exports approximately 750,000 cartons of fruit to Asia, UK, Europe, and North America. Heartland forged close links with its customers after the deregulation of the NZ apple export sector in 2001. His background and current business is that of farmer/orchardist as well as packer and domestic marketing company. The company organises its own logistics to “shipside”. Director of the NZ Apple and Pear Board, 1980-87; Chairman, 1987-2000; Director of NZ largest sheepmeat company, a rural insurance firm and a Marlborough wine company. Former director of Television NZ.

Paul McGilvary - CEO HortResearch NZ, world’s largest horticultural research and development company. Previous experience as Managing Director (European Div.) Fonterra’s value added ingredients company NZMP.

Peter Myers - Agribusiness group, Department of Primary Industries, Victoria. Background in International market development. The past seven years has been building networks and identifying opportunities for Victorian agrifood products in South Asia and Middle East.  Currently managing the Market Information and Analysis Group within the Agriculture Development Team of DPI Vic. A key part of this role has been the identification of opportunities for “Credence Attributes”, food characteristics beyond the capacity of consumers to readily verify and confirm on purchase or consumption. This includes Food Safety, Clean Food, Green Food, Animal Welfare and Ethics.

Nicholas Saphir – Chairman, UK Organic Milk Suppliers Cooperative; Non-Executive Director,  San Miguel S.A; advisor to several agribusiness companies; Chairman, Central Council for Agricultural and Horticultural Cooperation; President, Fresh Produce Consortium; Member, Ministry of Agriculture Fisheries and Food Inputs Task Force; Member, Food and Drink Economic Development Council and author of the London Wholesale Market Review, commissioned by the British Government and The Corporation of the City of London on the future of London’s wholesale markets.

Matthew Tang - marketing specialist for fresh fruit and vegetables, Linkage Holdings. Has expertise in new product development and new market penetration, ex-Del Monte Fresh Produce (H.K.)

Professor Linda Tapsell - Director of the National Centre for Excellence in Functional Foods. 

Thirty years experience in food, nutrition and dietetics, working with the food industry, in health services and academia.

B.J. Thurlby - President of the Washington State Fruit Commission (WSFC) and responsible for domestic and international marketing and promotion programmes for the stonefruit industry from the Pacific North-West including Washington, Oregon, Utah and Idaho. The commission has active marketing programmes in 17 countries and exports to 55 countries. Experience encompasses 16 years in the US food industry, previously serving as Vice-President, Sales and Marketing and President of Marketing at WSFC, as well as sales and marketing representative for the Gallo Winery, California. WSFC is a non-profit organisation promoting fresh sweet cherries on behalf of more than 2500 growers in Washington, Oregon, Utah and Idaho. Integrated marketing programmes reaching consumers, retailers and importers are undertaken throughout the world. Promotion efforts are targeted to assist in the buying, merchandising and consumption of North-West Cherries.

Neil Whinney – Product Manager, Sinclair International Limited owner of Sinclair iQ™, specialist automatic labelling and packing systems firm. Renowned worldwide for its range of automatic labelling systems.

Robert Zerres - Executive Director, Atlanta AG, a leading fresh fruit importer and distributor in Germany and Europe. The company has 30 branches in a nationwide distribution network and operates sales organisations in Spain, Austria, The Netherlands and Italy.  Previous experience includes Managing Partner of Direct Fruit Marketing Gmbh, a global sourcing and marketing company within the Atlanta group focussed on overseas imports and Scipio/The Atlanta Group and Kolla and Co.

Report End

Joe Horak

Thursday, 18 November 2004
Appendix E 
	Dorset Economic Development Group

Co-Operative Vegetable Group 
Industry Development Brief


	Title:
	Development of plant based agricultural enterprises

	Objective:


	This project aims to identify best bet plant based production and or processing and or marketing enterprises suitable for application in the Dorset agricultural region.

Produce a report that supports practical and effective outcome and subject to identified opportunity make recommendations for next step industry development proposals.  

	Scope:


	 This project will limit its activities to non protected crops for seed, food, medicinal and extractive uses. 

	Reason:  


	Agriculture is one of the main economic drivers of the Dorset region.  The natural resources of climate, soils and general environment have allowed the region to become a proven producer of a range of agricultural plants and associated products.  The region is however reliant on a limited suite of crops with the main ones being potatoes, poppies and onions.  Consequently as a risk management and diversity strategy there is an urgent need to develop industries based on a broader range of plant species.  Given the loss of local potato and milk processing infrastructure there is an urgent need to develop down stream processing and value adding businesses to increase employment opportunities.  Social and community economic growth will be a positive consequence of increasing agricultural production and processing within Dorset. 

	Priority:
	Critical

	Responsible Entity:
	Executive Committee, 

Dorset Community Economic Development Group Inc.

	Output(s):


	The project will concentrate on developing three outputs namely:

· A strategic review of plants used in temperate and cool temperate agriculture and the market potential for them and their products locally, nationally and internationally. 

· Be ‘Market Driven’ with prioritised list of best bet recommendations for new plant based enterprises and processing opportunities.

· Recommendations detailing the process and steps that should be followed in order to bring one or more of the above activities to fruition. 


	How will the success of the initiative be measured:


	The following will be used as indicators of success:

· Acceptance by Dorset EDG of the outputs reports detailed above

· Realisation of a new or expanded production, marketing or value adding plant based enterprise located primarily within Dorset 

	Resources:


	Consultant for maximum of 320 hours

	Estimated Expenditure:


	Maximum $10 000

	Key Stakeholders:


	· Dorset Economic Development Group

· Vegetable Producers Group

· Dorset farmers and general community

· Department of State Development 

	Major Risks:
	The project cannot be achieved without research and wide planning co-operation

· The project cannot be achieved without the close co-operation of the four ‘Key Stakeholders’.   

· Production, processing and marketing assistance and other critical information may have reliance on unrelated providers.  

	Minimising the Risks
	All Stakeholders are already committed to this process.  Unrelated information sources will not be disadvantaged and may in fact gain longer term trade benefit.

	Skills and Development
	No skills are required in addition those already available from within the ‘Stakeholder Group’. 

	Project Size:
	Small

	Governance:
	The project will be managed as a collective one within the group.  

	Business Partner/Sponsor:
	Vegetable Producers Group / Dorset EDG


Project Milestones

List the major milestones, scheduled start, scheduled finish and who has been assigned accountability.

	Description
	Who 
	Scheduled Start 
	Scheduled Finish

	Project Researcher
	Malcolm Beattie
	
	

	Define Research Detail
	Robin Thompson 

Nic van den Bosch
	
	

	Develop draft research plan and output
	Malcolm Beattie

Robin Thompson


	
	

	Collective review and integration of research plans and outcome presentation requirements 
	Malcolm Beattie

Robin Thompson

Vegetable Producers Group

Dorset EDG
	
	

	Produce DRAFT of research outcome and next step options
	Malcolm Beattie

 
	
	

	Collective review research and workshop next step and presentation requirements
	Malcolm Beattie

Robin Thompson

Vegetable Producers Group

Dorset EDG
	
	

	Produce final report with next step recommendations
	Malcolm Beattie
	18.8.04
	30.9.04

	Publication of strategic overview booklet
	Malcolm Beattie

DPIWE
	19.9.04
	31.10.04


Recommendation

That the project outlined in this brief be undertaken in order to meet the time lines identified herein.

Endorsement

	----------------------------------------------------
	-----------------------------------------------------

	Research Officer: 

Malcolm Beattie, Consultant
	Project Sponsor: Dorset EDG

Robin Thompson, Public Officer

	Date:  ____ / ____ / ____
	Date:  ____ / ____ / ____


Linked Doc:  Research Contract ref: veg-beattie/edg04










































� ‘Supply Chain Learning for Australian Agribusiness’, p.1, Dept. of Agriculture, Fisheries and Forestry, 2000.


� as above


� ‘Succeeding with supply chains in horticulture’, p.35, Good Fruit and Vegetables, June 2004, Vol.15 No.1


� Melbourne Markets Price Report, see Appendix B for a summary.


� Figures and statistics come from ‘The Organic Market in OECD countries: past growth, current status and future potential’ in Australian Food Statistics 2003, Department of Agriculture, Fisheries, Forestry of Australia.


� DPIWE, Cherry Orchard Investment Analysis and Development Budget, W. Boucher, 1996


� “Developing advanced seed potato technology’, Ben Dowling, Australian Agribusiness Review Vol 3, No.2. 1995


� As above


� www.ecofibre.com.au/proverview.html


� Information on this comes from ‘New food and pharmaceutical products from agriculture: papers from Outlook 2002’ by JA Wilkinson, ML Wahlqvist, J Clark, available www.rirdc.gov.au


� TIAR contact Rowland Lawrence 


� Information presented by Sarah Campbell of Extensive Agriculture Branch, DPIWE.


� The management of a category of produce (e.g. stonefruit) for supermarket chains. This is the contemporary model of best practice management and competition among the ‘Global Giant’ supermarket chains. The system aims at ‘seed to consumer’ management of the supply of food to the customers and consumers. 


� The globally dominant supermarket chains such as Walmart, ASDA, Carrefours, Tesco and others. Such is the scale of these enterprises that Walmart alone has the ability to purchase businesses the size of Coles or Woolworths for less than one year’s profit. 
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