PN Feeding People

( m THE MARRK Enriching Lives
N : OF QUALITY

Transitioning to a Value Based Marketing System for Beef

Tom Maguire



We are committed to the long term
viability of the Australian Industry
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The commodity cycle generates
supply chain winners and losers
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Long term sustainability means everyone can be profitable
at the same time



And the Australian beef industry cannot
compete on price

Figure 12 Hourly labour costs for food manufacturing industry
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Reframing the debate and putting
consumers ‘in front’ offers a solution

All industry $
comes from the
Consumer
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Provided we give them, exactly what
THEY want, always
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Special

Good Everyday

Use grading to deliver consistent product with a clear consumer offer



In the “reverse manufacturing” context
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Which manufactures all grades of “raw material”




And where everyone in the supply chain measures
value differently

Meals
Language

Resulting in value signals being distorted



The solution is simple in theory but more
difficult to deliver

VBM - Payment on the basis of actual weight and quality

Yield X Quality + Tiered Branding

=

Weight (Yield) ,
Weight (Yield) =5
Weight (Yield) —.w\ =5

TRUE VALUE S
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And it requires all of industry to move forward ‘
together L Y
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It will be based on a foundation of stronger
supply chain relationships built on trust

First and foremost we must fix the current grading system

From confused & complicated trading descriptions to
direct value indicators

From averaging to accurate individual value
From a win/lose to a win/win through improved product

From a commodity trading culture to collaboration




Value Based Payment Relays Actual Value

All Mobs Have a Range

Less than average More than average

$/kg HSCW




Averaging masks individual value &
removes incentive for improvement
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Current grid fails to identify true value differences as illustrated
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Individual animal & mob differences exposed
($/head difference VBM v grid)
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Built on a system which objectively describes
guality as seen by the consumer
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And objectively measures yield

4

%  OCM will enable greater grading accuracy and industry
confidence in measurements
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Similarly, animal health data can be used




The key is accurate and relevant feedback
linking consumer value

What is the true value of each animal?

What is creating the value difference?

How can | identify the good and the bad?
How can | instigate continuous improvement?

Clear price signals will drive dramatic change.

Production Per Cow

DAIRY is a valid example: 1980 | 2848 litres
2012 5891 litres

WHY? Producers have reacted to clear payment signals

- A dairy farm could not survive with a 1980 herd!
- The same genetic & management tools work in beef & dairy!




Traditional carcase based description can then
be consigned to history
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And replaced by something like this:

Traditional Grid,
complicated & inaccurate
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THIS IS THE FUTURE

$/kg cwt

« Knowledge is power — accurate feedback relays value

« Teys value based payment stimulates action

« Producer action moves the curve

A high value animal costs the same to breed, feed & process

 Additional revenue can be shared by participants
« Teys is committed to this path
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