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What is an agri business
model? What about
sustainability?

* Business models are simplified
representations of the value proposition,
value creation and delivery, and value
capture elements and the interactions
between these elements within an sotsminty
organisational unit.

Energy management

Nutrients and soil fertility
management

* The principles of sustainability are the
foundations of what this concept represents. EET X e e e
Therefore, sustainability is made up of three T, 22
pillars: the economy, society, and the el | el
environment. These principles are also
informally used as profit, people and planet.

Integrated pests management

Fishery and aquaculture

management

Water and irrigation
management Wetlands

management



Sustainability

Sustainability
An integrated
approach

Socio-Economic
Employment
Training &
Development
Local Economy
Entrepreneurship
Social & Community
Sponsorship

Eco-Economy
Resource Efficiency
Energy Efficiency
Reuse

Recycling

Socio-

Environmental
Health & Safety

Climate Change
COMAH/Seveso
Crisis Management
Business Continuity

Source: Allu (2015)
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Diagnosing of
a farm
profitability

problem
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If satisfactory,

efficiency
measures.

If low, improve
with better
management
practices but
watch costs.
Profit will not
increase if
costs increase
as much as
income

Value of Farm Production

Low, check farm size

If satisfactory,

check average
selling prices

If high and profit is low,
the problem is generally
related to cost

If small, consider physical
increasing farm size or
obtaining off-farm
employment to increase

income.

If satisfactory for

currententerprises,

If too low, . try other

marketing strategies

check enterprise

combination. Can the

fixed resources be
used to produce
products with
greater value?

If high, look for possible
reductions

Check fixed costs such as
machinery land charges
and farm overhead cost

If low, check economic
efficiency measures

If satisfactory,

make sure
government
payments are
being utilized to
their full extent

If poor, check
prices paid for
inputs and
ways to
reduce costs
per unit of
output
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NETTO BOERDERYINKOMSTE / R100 KAPITAAL BELEGGING

U PLAAS

VORIGE JAAR

HIERDIE JAAR

GROEP-
GEMIDDELD

NETTO BOERDERYINKOMSTE PER HEKTAAR

U PLAAS

VORIGE JAAR

HIERDIE JAAR

GROEP-
GEMIDDELD

> | INDIEN LAAG

Jf

BESTUDEER BRUTO BOERDERYINKOMSTE PER HEKTAAR

GROEP-
GEMIDDELD

= INDIEN LAAG

GROEP-
GEMIDDELD

INDIEN HOOG | ¢ U PLAAS
VORIGE JAAR HIERDIE JAAR
BESTUDEER PRODUKSIEKOSTES PER HEKTAAR
INDIEN HOOG | s U PLAAS
VORIGE JAAR HIERDIE JAAR

BESTUDEER INDIVIDUELE
VERTAKKINGS SE BRUTO
MARGES EN OPBRENGSTE

Vervolg op volgende bladsy...
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BESTUDEER DIREK ALLOKEEERBERE

VERANDERLIKE KOSTES

U PLAAS

VORIGE JAAR HIERDIE JAAR

GROEP-
GEMIDDELD

SAAD /HA

KUNSMUS / HA BEWERK

SPUITSOWWE / HA BEWERK

GEKOOPTE VOER / G.V.E.

VEEARTS EN MEDISYNE / G.V.E.

BEMARKINGSKOSTE / G.V.E. of HA

KONTRAK & VERVOER /G.V.E. of HA

DIVERSE /G.V.E. of HA

BESTUDEER VASTE- EN NIE-
ALLOKEERBERE VERANDERLIKE
KOSTES

U PLAAS

VORIGE JAAR HIERDIE JAAR

GROEP-
GEMIDDELD

VASTE VERBETERINGS / HA

VOERTUIKOSTE / HA

MASJINERIEKOSTE / HA

ARBEIDSKOSTE / HA

ELEKTRISITEITSKOSTE / HA

DIVERSE KOSTE / HA

RENTE /HA
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TOTAL FARM COSTS

Variable costs I Fixed costs I
Allocatable Unallocatable Allocatable Unallocatable
variable costs variable costs fixed costs fixed costs
Directly Not directly Directly Not directly
allocatable allocatable allocatable allocatable
variable costs variable costs fixed costs fixed costs
Seed Variable costs Variable costs Depreciation on Fixed costs Fixed costs
Fertil that are that are not e.g. a milking that are more which are not
tizer generally directly related parlour in the generally to directly related
Feed related to to an enterprise case of related to an enterprise
enterprisese.g. e.g. fuel and livestock, and enterprises e.g. e.g. general farm
Sprays tractor fuel for repairs inrespect specialised regular labour work and costs

Veterinary, etc.

cultivation or

transport of
livestock feed

of vehicles and
machinery for
general farm
work

implements such
as a groundnut
lifter in the case
of crops

for field activities
or livestock

e.g. dairying

such as bank
charges, auditor's
fees, telephone,
etc.
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Total crop gross margin I ‘ Total livestock gross margin I | Sundry farm income

‘ \ \
+ + +
|
\
|

Total farm gross margin I

Overhead costs:  (excluding payment to management, interest
on capital and lease or rental on land)

Variable:12 1. Fuel, oil and lubricants

2. Repairs and spares (vehicles and machinery)
3. Variable costs in respect of sundry farm

income
4. Other
Fixed : 1. Depreciation on vehicles and machinery

2. Insurance on fixed improvements, vehicles
and machinery

Licences
Regular labour (foreman and labourers)
Repairs: fixed improvements

oo oW

Sundry

Net farm income I

External factor costs:
Return on borowed capital, hired land and hired management:
Le. rent and share crop payments
interest and finance charges

hired management

Farm profit I
[

Own production factor costs:

Return to own management (including unpaid family labour), own
land (rental) and own capital

Innovator's profit or loss I




Sphere of influence

What can | do as an individual? What is within my
control — e.g., efficiency, in general good management
practices.

What can | not do as an individual? Many things.

What can my commodity organisation do? E.g.,
Research, Information, Market Access, Promotion etc.

What should be done by organised agriculture
(AgriSA, TLU, Provincial Agri’s) E.g., influence policies
impacting on agricultural

What can we only do through Provincial Government?
E.g., Drought / flood relieve

What can we only do through National Government?
E.g., trade agreements

Virtual system

(Internet/digital content)

Macro-system

(Societal views

Exo-system

(Policy, local media)

Meso-system

(Local insitutions,
Interactions
between systems)

Micro-system
(Individual,
Family)




No Control /
No Influence
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Megatrends to guide business model thinking

Megatrends

Technology and
innovation

Personalization

[
Scale

Trends towards personalization
where scale in production remains
the underlying infrastructure.

The level of investment
in innovative food more
than doubled from 2019
to 2020.}

Consumer
demographics

Big food
fe

small food

“Big food" is perceived as less
whelesome and more ethically
suspect than “small food.”

Almost half of all global
consumers say locally
46% sourced is a more
important priority now
than it was in the past.’

I Environmental ‘

Fix

Feed

Health care R&D is almost
10x higher than consumer
products R&D.

Nearly two-thirds of
global consumers will
62% make healthier choices

in what they buy.?

Infrastructure
and trade

Less carbon
14

More protein

Consumers demand higher-quality
protein from fewer resources.

Half of US consumers
identify “sustainability”
with climate change
mitigation and adaption.*

OABS
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Source: Agfunder (2021)




Industry

TECHNOLOGICAL
CHANGE AND - s

INEQUALITY
THROUGH THE I
AGES 1ot e \ itz | sl _’/

Revolution P
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Real GDP per capita in 2011US$

== (Ore Periphery

Source: UNCTAD (2021)




2018 2025

Gene editing Nanotechnology
9.7 2.2
M A R K E T S | Z E Nanotechnology 3D Printing Blockchain
Gene editing 1 44 61
37 Blockchain
3D Printing 0.7 Al
10 5G 191
FRONTIER
Al
T E ( H N O L O G | E S Robotics Rabotics
4 499
loT loT

1500

$BILLIONS B <250 bilion T ™ 3.2 trillion

157

Source: UNCTAD (2021)




EMPLOYMENT
BY SKILL LEVEL,
COUNTRY
INCOME
GROUPING
(PERCENTAGE
OF TOTAL CIVIL

EMPLOYMENT)

100
90
80
70
60
50
40
30
20
10

Source:

2000 2020 2000 2020 2000 2020
Low income Lower-middle income Upper-middle income
B Low skills and skilled agricultural, forestry and fishery workers [l Medium skill

UNCTAD based on data from ILOStat according to the ISCO-08.

2000 2020
High income

I High skill



External impacts on
cost

Geopolitical uncertainty (Ukraine war, China/US,
North Korea — rocket man etc.)

National & provincial policies (EIA processes, access to
water rights, water pricing, electricity pricing and
many more)

Interest rates
Exchange rate fluctuations
Climate change

Infrastructure deficiencies (roads, rail, harbour,
electricity, water etc.)

The Green economy (also create opportunity) and
retail compliances

Economical
factors
World economy
Fuel price
Peace and
stability Production of

Bio security
Import and export
restrictions

Export Standards

agricultural
commodities

g

Climatic factors

e Drought —el
Nifio

e Temperature
change

Supply and
demand
Consumer
preference




So what can we do?

* The one thing that farmers can do is to increase efficiency — farming
scientifically and use 4t generation technologies

OABS
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Not only farmers — what can the industry do — industry
business model|
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AgriFoodTech category definitions: How to be and stay sustainable?
Increase efficiency - also off-farm in the VC

OABS

Dptimal clgeiinlinnel Tagingis Syiims

A

"
Wl
e

Ag Biotechnology

On-farm inputs for crop & animal ag including genetics,

microbiome, breeding, animal health.

Agribusiness Marketplaces
Commodities trading platforms, online input
procurement, equipment leasing.

Bioenergy & Biomaterials

Non-food extraction &-processing, feedstock
technology, cannabis pharmaceuticals.

Farm Management Software, Sensing & loT

Innovative Food

Cultured meat, novel ingredients, plant-based
proteins.

In-Store Retail & Restaurant Tech

Shelf-stacking robots,3D food printers, POS systems,
food waste monitoring loT.

Restaurant Marketplaces

Online tech platforms-delivering food from a wide
range of vendors.

eGrocery

= Ag data capturing devices, decision support software, Online stores and marketplaces for sale & delivery of
7 ®  big data analytics. =  processed & unprocessed ag products to consumer.
Farm Robotics, Mechanization & Equipment Home & Cooking Tech
-ﬂ On-farm machinery, automation, drone manufacturers, D_ Smart kitchen applianees, nutrition technologies, food
@ &S grow equipment. testing devices.
o Midstream Technologies e Online Restaurants & Mealkits
?@? Food safety & traceabitity tech, logistics & transport, Startups offering culinary meals and sending pre-
oxofo processing tech. — portioned ingredients to cook at home.
= o » Novel Farming Systems Cloud Retail Infrastructure ot
Indoor farms, aquaculture, insect & algae production. On-demand enabling tech, ghost ’?St'eam
O=04 kitchens, last-mile delivery robots & Bl Downstieam
e . ) i Both
= Miscellaneous eg, fintech for farmers services ol
Source: Agfunder (2021)




VERTICAL
ALLIANCES

« Advantages of partnerships
between farmers and distribution
channels (either input supplies or
markets or both). They are also
known by the term: ‘buyer
supplier relationships*. A vertical
strategic alliance is @
cooperative strategy focused on
integrating extra functions of the
value chain into your farming
business - pursuing mutual
benefits between VC actors.

Growth along
the whole
value chain

~
-~

~
- -
-
~ e
B

-
-

<Demanded services
: <“£manded services

\} -
¢ <’Demanded services

J

Providers of market-oriented

advisory services







ADAPTATIONS UNDER SHARED VALUE

Businesses that adopt a shared-value lens typically adopt new practices
and sfructural changes

Reconceive products and markets

ldenftify new products and services to meet social needs or serve
overlooked customer segments

Redefine productivity in the value chain

New choices in production, marketing, and distribution; adopt
equipment and technologies to save energy, conserve resources, and
support employees

Build supportive indusiry clusters at the industry locations

Enhancement in local procurement and reliance on less
geographically dispersed supply chains



SUPPLY CHAIN STRATEGY OF
GROWING INDIVIDUAL SLICES
OF THE PIE

VALUE CHAIN STRATEGY OF
COOPERATIVELY GROWING
THE PIE




CONTRASTING SUPPLY CHAIN THINKING
AND VALUE CHAIN THINKING

Supply Chain Thinking Value Chain Thinking
“Growing your slice” “Growing the pie”
Compete on price Compete on value
Independence and self-interest Interdependence and mutual interest
Flexible, transactional relationships Stable, collaborative relationships
Short-term trading Long-term planning
Suppliers chosen on quality and cost Suppliers selected for quality, skills, service and partnership
Suppliers are price takers Prices negotiated
Opportunism Commitment
Limited information sharing Ompen communication




Management Lesson

; ,4'35 Never start a project unless all resources are available
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Building blocks of a flexible business model

Big

Level of investment

Small

Actions that will pay off no

matter how the future unfolds

A
0 Game Changers (—’
WV s <
No Regrets Options Open :
= Risk Mitigation <
Vv L”
Low risk » High risk

Source: World Bank (2020)

Risk of being wrong

Actions that are risky but
that offer other significant
opportunities to reshape
the future

Actions that confer
the possibility but not the
obligation to act later

Actions designed to minimize
the risk of an undesirable
outcome



Examples of no-regret strategies to reduce
costs and to increase efficiency

OAZ
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Use the best available plant material the industry can offer — commodity organisation
can play a role —research & information

Soil preparation — don’t take short cuts — it is a long-term investment

Maintain soil health — drainage, mulching, compost, compost tea, etc — reduce cost of
pesticides, irrigation water demand, energy

Use technology for farm planning, vineyard management, recordkeeping, traceability etc
— reduce cost of water, energy, chemicals, fertilizer and many others

Use IPM - Barriers, screens, traps, mulches, biological control agents and beneficial
insects etc.

Support your commodity organisations and farmers unions to use their influence and or
control on the things you cannot control or influence — take control of strategic services
(e.g., Fruit Fly, Labourites, Research, Statistics and other information etc.

And yes — support your Provincial Department of Agriculture on their activities that is
relevant and meaningful.

faddmag



SHARED INDUSTRY VC VISION

To work with other links in the value chain, VC actors should develop a common
“chain vision.” This means that they see how their value chains work, as a
network of specialized companies that need each other to make money.

Farmers should acknowledge the position of other links in the chain, and respect
that their interests are also legitimate.

Different links in the chain should understand the need for cooperation rather
than fighting against each other.

They should understand that, though sellers and buyers will always have
opposed interests — a high price and a low price, respectively — they have a
shared interest in satisfying the consumer.

When the consumer is satisfied, the businesses of both the seller and the buyer
will grow. For a value chain to be successful, everyone in the chain must benefit
and must feel that they are being treated fairly.



CONCLUSIONS

The Raisins Food value chain should be a strategic business model engaging all

participants in the supply chain in mission and operational
shared values

Value chains explicitly acknowledge that more equitable partnerships—in which all
involved parties share in risk and financial gains—are good for business and produce
positive social and environmental benefits

Food value chains address the competitive need for responsiveness to and
knowledge of the target customer

Communicating shared values to customers differentiates products, expand market
share, and builds loyalty

Efficient Food Value Chains - many opportunities to reduce VC costs (e.g sharing
information, infrastructure, logistics & other services)
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UPGRADING VC'S

Process upgrading: For farmers, process upgrading means increasing vyields or reducing
the costs of producing a given volume of a crop, for example decreasing the total costs
involved in growing and harvesting. Process upgrading includes improved farming
practices — better planting techniques or planting materials, irrigation, better pest control
or storage. It may also include better marketing and packaging.

Functional upgrading: Functional upgrading occurs when farmers perform more tasks in
the chain, for example, processing, packaging or even sales. This can allow farmers to
capture more economic rent, which means to earn more income.

Product upgrading: moving into more complex or sophisticated and higher
value products

Inter-chain upgrading: applying skills gained in one link of a chain to a
different chain

Meeting standards and certifications (for example, organic and fair frade). This
could be called product upgrading and is driven by market changes
associated with changing consumer preferences.
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