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SURVEY OF NZ FOOD&BEVERAGE (F&B) SECTOR
Scope of the survey

Goals of the survey:

o Explore current environmental/sustainability practices of the F&B sector and issues of
concern for the sector

Assess changes since initial F&B 2007 survey

o Understand the awareness about and use by the F&B sector of Market Intelligence
reports produced by MFAT and NZTE in response to the 2007 survey findings

- Data collection: March through to June 2012

*  About 280 F&B organisations contacted (NZTE database & more)
* 62 responses — app. 22% response rate

*  42% are repeat respondents (2012 and 2007)

«  The survey: 29 content questions + profiling questions
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Distribution of respondents by
staff number and revenue

<05mil 05-1mil 1-2mil 2-3 mil 3—4 mil [ 5-10 mil >10 mil
6-9 1 1 1 1 2 10
10-19 3 2 5 1 1 19
20-49 2 7 9 32
50-99 1 1 3 8
100-499 1 5 10
> 500 2 3
% 8 2 3 8 8 12 20 38

* Abalanced representation of NZ F&B, with greater numbers of medium size companies
(10 staff+) responding compared to 2007

- 58% of respondent have a revenue of over NZ$5 million/year, up from 49% in 2007




Respondents by sector

Number of respondents by sector

Beverage (soft drinks, beer, wine, spirit)
Fruit and vegetable growing and processing
Sales/marketing

Import-export company

Other? Please specify

Seafood and seafood product processing
Dairy and dairy product manufacturing
Meat and meat product manufacturing
Bakery/confectionary

Flour mill and cereal food manufacturing
Oil and fat manufacturing

0 2 4 6 8 10 12 14 16 18 20
Total respondents: 62

Responses by sector: 2007 vs 2012

Beverage (soft drinks, beer, wine, spirit) 34%
Fruit and vegetable growing and processing
Sales/marketing

Import-export company

Other? Please specify

Seafood and seafood product processing
Dairy and dairy product manufacturing
Meat and meat product manufacturing
Bakery/confectionary

Flour mill and cereal food manufacturing

Oil and fat manufacturing

33%
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Shift towards

more balanced
representation of
‘productive/production’
companies compared
with 2007 when there
were more
sales/marketing and
import-export companies
responding; improved
representation of dairy
and seafood companies.
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Export market requirements

Traceability

Mandatory standards or certification
Packaging specifications

Mandatory labelling

Supplier audits undertaken by customer
Voluntary standards or certification
Supplier questionnaires set by customer
Environmental criteria set by customer
Voluntary labelling

Other

Take-back obligations
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Number of respondents

« Traceability is a new area explored in 2012
«  The category ‘other’ includes requirements like price display

*  Supplier audits more common than supplier questionnaires




Landcare Research

@@ | Manaaki Whenua

Market requirements by company size
(staff number)

Traceability g%

Mandatory standards or certification HE
Packaging specifications
Mandatory labelling

Supplier audits undertaken by customer g8%
Voluntary standards or certification
Supplier questionnaires set by customer
Environmental criteria set by customer
Voluntary labelling

Other

Take-back obligations

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
m Over 100 staff O to 99 staff m1 to 9 staff

*  Not surprisingly, large companies more likely to face certification, auditing and supplier-related
requirements; they are also more likely to be audited than fill IN supplier questionnaires

«  Small companies more likely to take on voluntary labelling — the opposite to 2007 results
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Market requirements: changes between 2007 and 2012

Traceability (& 69%
Mandatory standards or certification — [
Packaging specifications W
Mandatory labelling - g

Supplier audits undertaken by customer . 4L%

w

Voluntary standards or certification P %06
Supplier questionnaires set by customer 249 | 20%
Environmental criteria set by customer — £
Voluntary labelling 135,

Other 10%

Take-back obligations i

0% 10% 20% 30% 40% 50% 60% 70% 80%
2007 m 2012

« There is an apparent decline in mandatory certification and labelling requirements, and
environmental criteria — though likely to be a reflection of the type of survey respondents

*  However, exporters are faced with a greater (hnumber) of market requirements — on
average 3 to 4 requirements per company; larger companies faced to 5-10 requirements.
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Key issues facing the sector

Food Safety 10
Distance to export market

Climate change/emissions

Bio-security incursions

Nutrition & obesity

Water scarcity/competition

Other

Transportation impacts

Chemical (fertilisers, pesticides) impacts
Pesticides residues

Fair Trade

Biodiversity & ecosystem services degradation
Land use changes (e.g. dairy conversion)
Waste management

Water quality

Pest Management

GMOs

Soil protection

Animal welfare
Worker welfare

Refrigeration
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Key issues 2007 vs 2012
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Changes to 2012 for 2007 top 5 highest ranked issues and climate change

Food Safety 55776
. 40.38%
Distance to export market 10%
Chemical (fertilisers, pesticides) 31.73%
impacts 12.90%
- . 21.15%
Pesticides residues 11.29%
" . .35%
Nutrition & obesity 22 5806
Climate change/emissions AT Greatesf increase
37.10%  compared to 2007
0% 10% 20% 30% 40% 50% 60%

=2007 m2012 Proportion of respondents

«  Concerns about climate change have increased dramatically since 2007, when climate

change was bottom of the list

«  Conversely, concerns about chemical impacts have decreased significantly despite NZ's

current context (focus on water impacts, setting nutrient limits)
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Measures undertaken by businesses

Waste reduction or minimisation
Water conservation or efficiency

Pest Control

Energy conservation and/or efficiency
Packaging

Pollution prevention

Transport & fuel use

Biodiversity and ecosystem services protection
Carbon emissions management

Use of air freight

Other

55%
42%
40% New|issue
37
32% New issue
29%
1%

5%

0% 10% 20% 30% 40% 50% 60%
Percentage of respondents

Top 52012 measures vs 2007

Waste reduction or minimisation M50
Water conservation or efficiency
Energy conservation and/or efficiency

Pollution prevention 2007

Biodiversity and ecosystem services protection 23% 34% m2012

Carbon emissions management 23%

0% 10% 20% 30% 40% 50% 60%
Note: graph does not include new issues explored in 2012

80% of respondents have implemented at least 1 measure, up from 75% in 2007
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Uptake of NZ Standards and Codes of Practice

[EEN

. . . 5.38%
Sustainable Winegrowing NZ 11.29%

D.62%
Other * 4.84% ’
2.88%
AvoGreen® # 4.84%
ZESPRI™
* 34304
I .

HortNZ Fresh Produce Assured Supplier Programme 3.93% 8.65%
Dairying & Clean Streams Accord | 0.00% 3.93%
Integrated Fruit Programme (TrustMark) s 1 6105 3.85%
Integrated Greenhouse Management | 0.96%
|0.00%

0.96%
FarmSure 0.00%

0% 2% 4% 6% 8% 10% 12% 14% 16% 18%
2007 m2012

- Almost 1 in 3 respondents (19) have joined a NZ standard or code of practice
*  Only 1 respondent out of 19 has joined more than one standard/code (namely two)

«  The category ‘other’ includes references to standards like NZGAP, NZFSA, under which
some respondents also included organic certification




Landcare Research

@(’D | Manaaki Whenua

Uptake of International Standards and Codes of Practice

77%
Other 11bo%s

12.50%

EurepGAP W 8.06% °

Supply chain code of practice/conduct P 6.45% 12.50%

Global Food Safety Initiative | 0O ) 210
Sustainable Agriculture Initiative Platform 0:00%
I 1.61%
US National Organic Program |~ 9004 6.73%
inki i i 0.96%
Linking Environment & Farming (LEAF) |~ 5004
0% 2% 4% 6% 8% 10% 12% 14%

2007 m2012

- 17 respondents (27.4%) have joined an international standard or code of practice; of these
« 2 respondents joined more than one standard/code
*  Examples under category ‘Other’ includes Friend of the Sea certification, Kosher, Muddy Boots

Combined uptake of NZ and international standards: 43.54% (27 respondents) — an increase from
38% in 2007!

10 respondents have joined more than one standard/code (NZ and International), with 1 respondent
having joined 4
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Factors that would stimulate adoption of
sustainable practices

Evidence about new trends in environmental management
requirements & their market implications

NZ government regulation
New

Adoption of sustainable practices by competitors

Industry-wide initiatives

Dissemination of standard-related information from export
markets

Supply chain initiatives

NZ public or NGO pressure

Environmental management guidance incorporated in export

training programmes
Others

20 25 30 35 40

m Most important 2nd most important ~ ®m 3rd most important

«  Surprising finding: 25 respondents (40.32%) consider government regulation as a
stimulating factor for adopting sustainable practices

- Consumer requirements/pressure is a key factor under ‘others’, followed by insights into
market benefits of adoption (the economic case)




How important is biodiversity and ecosystem services

to your business?

Very important

Extremely important

Somewhat important

Don't know

Not important

41.94%
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22010 McKinsey&Co Survey

Opportunities and Risks

Opportunities

Risks

Don’t know

25%

40%

45%

11%
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24%

27

%

14%
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70% of respondents
state that biodiversity
and ecosystem
services are very
important to their
business, significantly
higher than world
average at 27%
(McKinsey Survey)

Note: over 1500 global
corporate leaders
responded to 2010
McKinsey survey “The next
environmental issue for
business: McKinsey Global
Survey results”.
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Eco-labels uptake (products)

Organic certification (NZ labels)
Sustainable Winegrowing NZ
Other

JAS

USDA Organic

CarboNZero®

Marine Stewardship Council

Soil Association Organic Standard
EU Organic Farming label
Bio-Suisse

Australian Certified Organic

0 2 4 6 8 10 12 14 16 18
Number of respondents

- Slightly over 2 in 5 respondents (46%) are certified to carry an eco-label certification

*  Product labels are driven primarily by organic production considerations, followed by
sustainable wine production (note that 30% of all respondents are from the beverage sector)
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Main sources of information

Personal research 68%
Customers/clients/consumers

Retailers/ supply chains

Industry associations/sector/ professional body
Colleagues

Government agency/ regulator

Competitors

Industry leaders

Research organisations

Educational bodies

Other

0% 10% 20% 30% 40% 50% 60% 70% 80%
= 2007 m2012

* 1in 4 respondents seek information and insights from industry
leaders (which is a new area investigated in the survey)

- Category ‘other’ include, for example, consultants
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Quarterly Market Intelligence Reports

« Only 14 respondents (1 in 4) are aware of the Quarterly Market Intelligence reports; the
number is too small to draw any reliable conclusions

«  Opinions evenly split between those who find the content very useful, useful, and
somewhat useful

«  The preferred option for improving the reports is to provide more detailed analysis of
market developments and response options for NZ

«  Other suggestions for improvement include information about how NZ exporters are
handling the issue and more insights about specific (key) consumers requirements

The quarterly market intelligence reports have been published by Ministry of Foreign Affairs and Trade with input from
New Zealand Trade and Enterprise to assist NZ exporters to navigate sustainability-related requirements in the market.
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Environmental footprinting/Life Cycle Analysis

T D e onerations e h 14
company's operations
For marketing purposes |
In response to customer inquiries for information _ 10
in sustainabily reporting N o
Have put in place measures to address the issue along the _ 5

supply chain

Have not used the results yet _ 3

Other F 1
0

5 10 15
Number of respondents

20 respondents (1 in 3) have carried out some form of environmental footprinting of their
products or services; (note: there is some confusion between inventory vs footprinting among
respondents)

Carbon and water continue to remain focus areas
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SURVEY OF NZ F&B SECTOR
Key findings

«  Concern about climate change has increased many fold (13.46—-37.10%)

«  Water scarcity/competition also features high on the issues of concern to F&B
producers (6 highest ranked)

* Over 2 in 5 respondents have joined a NZ or overseas standard or code of practice

« 2in 5 respondents consider government regulation as a factor that would stimulate
adoption of sustainability practices

- 3in 4 businesses have implemented at least one practical environmental measure

«  70% of respondents state that biodiversity and ecosystem services are very important
to their business, significantly higher than world average at 27% (McKinsey Survey)

«  The existence and/or need for ‘Clean and Green’ brand not questioned anymore

«  Addressing water issues and dairy impacts considered key to retain and strengthen the
‘Clean and Green’ brand
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Potential areas to address

* Enhance focus and outreach of market intelligence information

o Focus on specific issues and their implications for NZ exporters rather than continuing
the practice of preparing general country reports;

o Generate intelligence about new markets underpinned by factual information
(premium, market share/growth forecast)

o Identify ways for the intelligence reports to reach exporters directly

» Capacity building for F&B to engage on biodiversity and ecosystem services at company
level (measurement and communication) — next best practice?

« Smart government regulation: can it be turned into market advantage?

NEW ZEALAND
¥ NZ1234 A
5, <
Brquav

B NEW ZEALAND W

WINEGROWING



http://www.landcareresearch.co.nz/research/sustain_business/enviromark/index.asp
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This survey was conducted with support from:

New Zealand : Ministry for Primary Industries /

TRADE&ENTERPRISE & Manatd Ahu Matua

(e d Ministry of Business,
+3:6,5 Innovation & Employment

Landcare Research is a crown research institute focused on the management of terrestrial
biodiversity and natural resources. We partner with business and industry to increase resource
efficiency, enhance market access and improve sustainability performance.

For further information about this survey, contact:

Cerasela Stancu, Capability Leader--Sustainable Business, stancuc@landcareresearch.co.nz




