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A perspective on our industry - Waitangi Fellowship Report

Abstract

The management practices in common use in the
sheep industries of UK and New Zealand have few
similarities, This is the inevitable result of the
widely different palitical. climatic and financial
influences the two industries experience. New
Zealand products enjoy a favonrableresponse from
British consumers. They ae considered to be quality
items and generally look well in the markets. Our
markets are well established and while we would
all acknowledge imperfections, there are now more
important issues than philosophy and structure.
Returns to the producer isthe paramount problem
in the New Zealand sheep industry. A long term
approach to that issue may demand considerable
investment in the market place, delaying the flow
of the entire amount of increased return back to
farmers. The New Zealand farmer is a more inno-
vative and adaptable character than his British
counterpart. At least part of this is due to the
volumes of regulations and restrictions that plague
British farmers. Herein lies an asset that we should
exploit to maintain a competitive edge.
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When | accepted the Fellowship which has provided the
bulk of thematerid for this address | knew that the main
objective was to foder underdanding between the sheep
industries of the UK and New Zedand. But | did not
redise how grest the differences or the misunderstand-
ings are, and neither did | realise the importance of
focusng upon the mater.

For anyone accusomed to a sngle breed flock and
home-bred replacements. the British sheep industry
presents a confusing picture. A system has evolved
which links the whole industry in a dratified flock. The
system is based upon the hardy hill breeds like the
Scottish  Blackface. Those who farm in the hills dispose
of ther cadt dock to the easier uplands where they will
be crossed with a sire that will add prolificacy and
milking ability. A favourite sre for this purpose is the
Bluefaced Leceter. The femde progeny ae known
generaly as, ‘mules’ and are sold on to the highly
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productive land tobe mated with a termind sire that will
add conformation and thus alamb suitable for the
market. Put like that it sounds smple, but when a dozen
vaiaions upon the theme are added, | found | had to ask
the owner what breed of sheep | wes looking &.

The British famers ae proud of this sysem and
most will debate it s merits with enthusiasm. It provides
the hill famer with a vauable outlet for his sock, and
the crosing adds a measure of hybrid vigour. However,
the breeding of the mule ewe does rexult in the produc-
tion of some mule and hill breed wethers of poor
conformation. and the linking of the whole flock has
been associated with the spread of disease. A New
Zedander might be concemed a the sSze of the stud
flocks. Because commercid production is based upon
cross breeds, the sud flocks are smdl, some have only
15 ewes. and sdection pressure is virtudly nil.

Regardless of what we may think of this system, it
is a raiond response to the circumstances in which
British farmers operate. They plan for along bleak
winter. Whether it is much longer or much blesker than
ours we may debate, but it's true that Southland is closer
to the equator than any pat of the UK. It is the warmth
of the qulf dreem tha makes the difference for them.
Trees grow with less vigour than ours. and 300 metres of
dtitude in the UK is sad to have a smilar influence to
a 1000 mere change here The UK farming indugry re-
volves aound slage They ae dther making it. feeding
it, or spreading the resultant durry. Animals ae indde
for vaious lengths of time depending on the aea Six
months ingde is common and 305 days for a dary herd
in Germany was the most extensive use of housing I saw.

In New Zealand terms UK farmers were getting
about $93 for 20 kg lambs and in addition to that will get
a eve premium for ther first 500 ewes of perhaps $45,
plus a Less Favoured Area grant and a Hill Land Com-
pensttory Payment if they ae applicable One Sudy of
hill ' fams in UK showed the subsidies they received to
be 120% the value of their production. But farmersnever
get rich, they just intensify into higher cost production
and pay more for land. Any retret from this Stuaion is
panful and degite the figures | have quoted UK famers
ae feding the pressure Industries in refret need a
scapegoat and NZ has been the target of some quite bitter
criticism in recent months. We are blamed for the
decline in the price of lamb early this year and it was not
dways comfortable to be Kiwi.



Against that background we should turn our atten-
tion to the issues that affect NZ producers. The first is the
overall perception of our products. | was delighted to
find the name New Zealand associated with quality,
irrespective of whether the product was lamb, wool,
dairy, wine or apples. This is of paticular significance
for lamb, because not so long ago we were having cold-
shortening problems which were affecting tenderness,
and industrial disputes were affecting deliveries. We
were in danger of being identified as the unreliable
suppliers of poor quality product. To have turned that
around should be regarded as a dSgnificant achievement.

The recent price issue aside, the only place you will
hear the NZ industry rubbished is in NZ. It is considered
by British farmers that we have done agood job in
promoting our product and it is acknowledged by some
that they have had a free ride on the back of that. People
who have been to NZ long to return and others we met
wish to come to see the industry that they quite literaly
hold in awe.

All of this is not to suggest that we are out of the
woods, but it does suggest that we are better than we
think, and that we can turn our sheep industry into a real
winner. The first thing we have to do is bury the hatchet
on philosophy and structure. The Meat Board decision to
st dl of its commercid operations aside from its other
activities is the last chapter in that debate.

Castyourmindbacktothecol dwintermomingsyou
have spent watching schoolboy rugby. Recall for a
moment the performance of those teams that kept bick-
ering among themselves - “pass it out” or “tackle him
next time.” Those teams never win a game and the mea
industry is no different. We don’t have the game plan
that | would have preferred, but the time is long past for
the captain to announce that the team we have now is the
one we will field. and the tactics we have now are those
we will use. This responsibility rests with the Minister
of Agriculture. Change can come by process of evolu-
tion, but for the immediate future let's stop squabbling
over philosophy and structure. If our intention to in-
crease farmer returns is held dearly enough, then it will
overcome some deficiencies in structure and some in-
consistencies in philosophy. Those who continue the
argument prolong the pain.

Three people with various degrees of responsibility
in the meat industry indicated to me that anything up to
another $10perlambis available forthe NZ farmer. That
$10 would make the world of difference to sheep fann-
ing in this country, yet in the context of the wholemarket
it is not so much. One p per |b of lamb on the British
market equals $1.05 for a 14 kg lamb. Whether it isin
cost savings or better market returns, every p per |b
makes a tremendous difference for us. This begs the
question “why?” Why are New Zealand farmers only

getting 75% of what some people see as the potential
return for our product? If we are going to keep knocking
our own industry and squabbling among ourselves then
maybe 75% is all we deserve. Unfortunately when
returns are low, no company can retain the profits
necessary to develop markets. This increases our reli-
ance upon agents and foreign importers who are proba
bly more concerned with their own margins than the
return to farmers. On continental Europe, 25 agents and
180 importers handle our product. Two importers taking
the same product to the same retailer can win business
ononly one basis .« price. It can easily become a
downward spiral.

We have all heard travellers returning from UK
express disappointment a the appearance of NZ lamb in
the market. | cannot agree with dl of this criticism. The
chilled product | saw looked extremely attractive and a
the equivalent of $11 to $14 per |b was the most
expensive lamb | saw in UK. Compared with other
frozen product NZ lamb looked reasonable, but then it is
not always compared with frozen product. People buy
with their eyes and fresh pork leg a E3.30 per Ib looks
very attractive beside frozen lamb leg at E6.00 per Ib.
The consumer is offered a tremendous choice and the
choice that we offer is not the cheapest for those who buy
on price, nor it is the most appealing to those who buy on
impulse. We will have to work harder at making lamb
more attractive to the shopper’s eye. It can be done.
Some frozen lamb that carried a label with some refer-
ences to this country and its clean environment, as well
as cooking instructions, looked the equal of all other
products on offer. Butterfly chops in that selection of our
product carried a price tag three times that of chicken
legs.

The power of the supermarket is not to be underes-
timated. In parts of England they take 66% of the product
we sell. The four biggest supermarkets in UK have a
total turnover equal to our Gross National Product.
Payment terms are not aways prompt and 60 or even 90
days are consdered normd in some parts of the EC. The
only way to counter this is to have a product so strongly
sought after by consumers that supermarketsmust stock
it. This requires considerable promotion and the Meat
Board spends about $3.3m each year promoting NZ
Lamb and featuring the rosette trademark. The payoff is
that our lamb rosette is the 7th most recognised trade-
mark in the UK. But we cannot afford the nation-wide
promotions that have brought 97% recognition of com-
panies like Birdseye, Bernard Matthews and Kelloggs.
Compared with their promotions, our efforts are small.
We willhaveto becareful tomaintainthepresentmarket
awareness we enjoy.

NZ wool enjoys a reputation for quality too. Price
and of course price stability do present some problems.



I saw British wool going onto a spinning mill. The
grower had received about $3.40 greasy in spite of
obvious black fibre and kemp. Farmers wrap up each
fleece with its own belly and pieces inside. These are all
opened by the British Wool Marketing Board who grade
and repack it. The cost of doing this plus the price to the
grower must come to about $4.00. Yet the wool | saw
was sold to the spinner for about $2.20 per kg. which
explains why he wasn't using NZ wool.

There was a time when | would have advocated
extending the membership of the International Wool
Secretariat to include other wool growing countries. But
| am now of the view that we are establishing a deserved
reputation for quality for the products of member coun-
tries and that it would not be in our interests to involve
other producers. It is difficult to assess the performance
of organisations like IWS, andno doubt some improve-
ment is possible. But the fact remains that if we do not
support manufacturers in their use of NZ wool, then
there are plenty of people prepared to support them in the
use of synthetic fibres.

Bureaucratic nonsense plagues British  farmers all
the time. One man told me that after a full day of
studying the application form for oilsecd rape supple-
mentary payments, all he managed to do was write his
name and address at the top. And apparently the accu-
racy of such claims and set aside areas can be checked
by satellite. Animal welfare standards are getting to a
ridiculous point One paper under discussion was going
to bar sheep farmers from catching sheep by the leg and/
or wool. While it is tempting for us to laugh, the people
who are setting these standards are our customers too.
We will have to put into place a minimum set of
standards that we can point to when under critical
review, and we will have to expect some prosecutions.
The British are by far the most sensitive in this respect
and | was left in no doubt that British farmers would
ensure that our farm practices would come under the
same scrutiny they suffer.

All of this interference leaves the British less able to
adapt and innovate. While their research is at least as
advanced as ours, the uptake of the technology is much
slower. This is an area where we can establish the
competitive edge we need to bridge the 10.000 miles of
ocean that separates us from our market. When we sell
technology or genetic material we should realise that
action demands that we move onto the next step to
maintain our edge. The more ideas we sell or give away,
the more new ones we will have to come up with. Any
doubts about this should be referred to a kiwifruit
grower.

Of recent years the British sheepfarmer has been as
much our competitor as any producer of beef, pork, or
chicken. But the changes which are taking place in the

British sheep industry now may make it more seasonal.
If so, there are opportunities for co-operation between
the British, who are the world’s second largest exporters
of sheep meats, and ourselves, with each holding the
market open across the other's off season.

Our industry has problems and they are obvious for
all to see. but we have much to be proud of. If we could
devote just half of the energy to building ourselves up
that we do toward knocking ourselves down then we
could make significant progress. There are opportuni-
ties for a well disciplined sheep industry.



