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Thiscomprisesdairy farming ($5.96 billion) and dairy processing ($1.88
billion).

remains New Zeal andds | argest

Despite the recent drop in global dairy prices, daamains New Zealand's
largest goods export s¢or, at $13.6 billion in the yeato March 2016 Over
the past five years, avage export revenue has been $44billion.

It accounts fomore than one in four goods export dollars coming into New
Zealand29%in 2016, down from a high of 86in 2014)

Dairy export growth has averaged2? per year over the past 26 years.

The dairy sectorxgorts twice as much as the meat sectaimost four
times as much as the wood and wood products sectorrandtimes as
much as the wine sectolt generatesalmost fourtimes as muckexport
revenueas export education.

y provides jJjobs and incomes for

The dairy sector eploys over 40,000 workersjith 27,500 on farm and a
further 13,000 in dairy processing

Dairy employmenthas growrmore than twice as fast as totamployment,
at an average of 3.7% per year since 2000.

It has ceated jobs at a faster rate than the rest of the economy in all but 5
territorial authorities across New Zealand.

The sector pai&2.4 billion in wages to daifarmingand processing
workers in 2086.

The dairy farming sector has the second highest average wage ($46,640) in
the wider farming sector, behind deer farming ($48,320).

The average dairy processing wage is $72,910, well above all other forms of
food product manufacturing. The average famdnufacturing wage is
$58,200.

pl ays a cruci al role i n suppor

Dairy povides over 1 in 5 jobs in three territorial authority economies
(Waimate, Otorohanga, Southland); and over 1 in 10 in a furthet eigh
(Matamata-Piako, South Taranaki, Hauraki, Waipa, South Waikato, Clutha
and Kaipara).
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Dairyds impacts flow well beyond the fa

91 Dairy farming spports a range of supplying industries: in 2016 farmers
spent $711 million on fertilisers arafjro chemicals$393 million on forage
crops and bought over $190 milti@f agricultural equipment.

1 Farmers also spent $914 million on agricultural services, $432 million on
financial services and $197 million on accounting and tax services.

1 The dairy farming sector provides around $400 million of intermediates to
the meat pocessing sector.

T ta ¢Sttt Fa GFr1Ay3a FENYSNAQ NI g YAf1Z (K
significant amounts on packaging ($288 million in 2016), hired equipment
($199 million) and plastics ($174 million).

1 DairyNZ estimates that farmers have spemeo$1 billionin recentyears on
environmental management systems such as effluent systems, riparian
plating and retiring sensitive land, or about $90,000 per dairy farm.

1  The processing sector has also made substantial capital investments in the
pastfour& S NAX | RRAY 3 20SN)I bu o0AffA2y (2 b

(p))

New Zealand Dairy Processors have committed in excess of $2 billion in new dairy
processing technology and equipment over the past four years.

Fonterra Waitoa: $120

.. = million UHT plant
Danone Nutricia: $25 million

early life nutrition plant Fonterra Hautapu: - $11 million

Lactoferrin plant
Yashilli New Zealand:

$220 million infant Fonterra Lichfield: $398 million
Dairy Goat Co-op: $70 formula plant & new powder drier
milk powder drier Eraka' 527 B e & Tatua: $64.5 million

specialist powder dryer

million UHT plant
Fonterra Eltham: e
$32 million cheese B 2N Fonterra Pahiatua: $235 million
plant upgrade . T S| ~ powder plantupgrade and new
== e drier plant expansion

Fonterra Westland: $120 million

- Westland: $40 million UHT
Longburn: $14 Infant formula plant plant
million reverse
osmosis plant Oceania Dairy - Synlait: $221.1 million dry-store,
$236 millionmilk . ~——————_ lactoferrin extraction facility, blending
powder o and consumer packaging facility, and
processing plant : infant formula drier
\ Fonterra Clandeboye: $72 million
Timing Mozzarella plant
Oceania Dairy 7
$130 million Fonterra Edendale: $157 million— Milk protein
s concentrate plant, Reserve osmosis plant, AMF
(Underway) plant
Danone Nutricia $15 million spray

drying plant

Source: DCANZ
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Further global or regional trade liberalisation would enhance the
sectoro6s ability to Bxpaorotr tDawhkel eb vtea rngre
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nominal GDP

Preventing a retreat to protectionism has considerable value to the New
Zealand economy too
1 In a separate modelling scenario, if global dairy tariffs increased from their
F GSNI IS | LIWIX ASR NIXdS 2 GKSANI I gSNIF IS 06
exports wouldfall by $2.3 billion, leading to a $1.66 billion fall in New
%SIFflFyYyRQaE Yy2YAYIlf D5t ®
9  This provides an indication of the value of historical dairy tariff reductions
due to multilateral, plurilateral and bilateral trade negotiations, or the
benefits of preenting any backsliding towards trade protectionism.
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1. Objectives and scope

2§ KI@GS 0688y FalSR (2 LNBOGARS Iy 20SNIAS
contribution, focusing on:

1 GDP and exports coribution

1 Jobs and wages generated

1  Support for egional development

1  Opportunities from further trade reformand export market development.
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2. Dairyodos cobPandbout i or
jobs

21. Dairyds contribution to GDP

. FaSR 2y b%L9wQa LINE LINdoS dctodidis foR$7i8 lbibidna S K ¢
6odpr0 2F bSg wSItlryRQa (G2GFf D5t @

This is shared between dairy farming ($5.96 billion) and dairy processing ($1.88
billion).

22. Dairyodos contribution to emp

The government is currently placing a high priority on sugpgrtegional economic
development. Regional development cuts across all six themoksts Business
Growth Agenda (BGA), and dairy is an important contributor to suppodimging
regional growth.

The sector currenthemploys over 40,000 peoplavith 27500 on farm and a further
13,000 in dairy processingigure2).

¢KS RFANE &aSO02NNa O2yiNRodziAzy (G2 ylFGA2YI
time. Figure 2 shows that over the past 15 years, dairy sector employment has gro

by an average 08.7% per year, over twice as fast as the 1.7% recorded for total
employment

Dairy sector employment has also been growing faster than other parts of the land
based economy. Total agricultural sector employment has grown at 0.6% per ye
since 2000. When we include forestry and fishing, average annual jobs growth lifts to
1.0% per year.

1 Export markets, investment, innovatiorkiked and safe workplaces, natural resources, infrastructure.
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Figure 2 Dairy sector employs over 40,000 people nationwide
Number of jobs, November years
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Source: NZIER, Statistics New Z  ealand

Figure 3 Dairy employment has grown strongly
CAGR in jobs filled, 20002015
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Source: NZIER, Statistics New Zealand
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23. Dairyds support for regio

2.3.1. Contribution to regional GDP

On a regional basighe three largst dairy sectors are in Waikato ($2.2 billion),
Canterbury ($1.4 billion) and Southland ($750 million).

Dairy is particularly importanas a share of the regional econorfoy some of New
S fFyRQa 3§ Yuct d Soudhlandh Tha W/gst Coast, TakanNorthland
and the ManawatedWanganui.

Figure 4Dai ryb6s contribution to regional GDP
2016, levels, $ millions
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2.3.2. Contribution to regional job opportunities

At a more detailed level ofegional analysis,he dairy sector is vital to many
territorial authority-leveleconomies

As shown inFigure5, it provides over 1 in 5 jobs in three territorial authority
economies (Waimate, Otorohanga, Southland); and ovér 10 in a further eight
(Matamata-Piako, South Taranaki, Hauraki, Waipa, South Waikato, Clutha and
Kaipara).

Figure6 shows how dairy sector jobs growth has been very stiargcal economies
such as Invercargill City (19.2%m&age annual growth since 2000), Timaru (15.9%),
Tauranga City (12.8%), Palmerston North (12.0%) and Southland (11.3%).

Figure7 shows the top 20 territorial authorities where dairy provides the most jobs.

Figure 5 Dairy is a crucial employer for many regions
Dairy jobs as a proportion of total jobs; top 20 territorial authorities by proportion

25%

20.3%
0,
20% 18.5%

15% 13.9%
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Dairy sector jobs as % of total
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Source: NZIER, Statistics New Zealand
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in m any regions

CAGR in jobs in dairy farming and processing, 20062015; levels in labels on bars

Figure 6 Dairy employment has grown rapidly

Data labels are levels of dairy employment
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Figure 7 Largest dairy regions
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has outstripped total jobs growth in most

m Total jobs m Dairy jobs

Jobs growth since 2000 has been much stronger in the dairy sector than the economy
25%

as a whole in the vast majority of territorial authorities (sEigure8). Total jobs
growth hasonly been faster than dairy jobs growth in Nelson City, Upper Hutt City,

Christchurch City and South Tararraki.
CAGR in filled jobs 200-2015 by territorial authority

Figure 8 Dairy jobs growth
regions across New Zealand
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There is no registered dairy sector employment in five territorial authorities (Chatham Islands Territory, Kawerau, District,

Lower Hutt City, Napier City, Porirua City) and it was notiples® calculate annual average growth for the other four
(QueenstownlLakes District, Central Otago District, Mackenzie Distetlington Citydue to them each having zero dairy

employment in 2000. The latter four local economies now employ 198 dairiers.

2

Source: NZIER, Statistics New Zealand
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SustainableDairying: Workplace Action Plan

The New Zealand dairy sector provides a high number of jobsron acrossNew
Zealandand is committed to onfarm workplaces being safe, rewarding and product
for all. The Workplace Action Plan launched in 2015 by DairyNZ and Fede
Farmers, builds on a foundation of legal compliance and promotes best pra
employment on farms.With the am of making dairying an attractive and rewardi
career option, the Workplace Action Plan:

1. Promotes the five pillars of good people managementalanced and
productive work time; fair remuneration; wellness, wellbeing health &
safety; effective team ctilre and rewarding

2. Describes what a quality work environment in the dairy industry looks like
sets out coordinated actions and commitments of the industry to;

3. Provides practical advice and support to employers and employees.

The action plan can be fodrat:

https://www.dairynz.co.nz/abowus/dairyindustry-strate
workplaceactionplan/

2.3.3. Contribution to regional household incomes

The dairy sectodelivered $2.4 billion in wages to dairy farmers and processing
workers in 2016. The regions receivitg largestwage injections are shown below
in Figure9.

Figure 9 Dairy injects $2.4 billion in wages into Kiwi households
Based on LEED average wages; Bsiness Demographics jobs; top 20 regions by wage bill

Southland District I 5167,985,400
Matamata-Piako District | I 5 154,508,900
Auckland I $146,044,800
Waipa District I $109,165,600
Timaru District I 593,833,400
Hamilton City I 553,524,800
Ashburton District IR <> 552 200
South Taranaki District I 31,153,600
Waikato District N 567,558,450 g Dairy farming M Dairy processing
Palmerston North City | $44,442,800
Selwyn District N 42,908,800
Clutha District | 540,110,400
South Waikato District I $33 244,300
Rotorua District N $35912,800
Otorohanga District | I $35,446,400
Hauraki District [ 529,383,200
Whakatane District I $28,916,800
Christchurch City I $28,783,300
Tasman District I $28,659,700
Taupo District I $28,450,400

S- $50,000,000 $100,000,000 $150,000,000 $200,000,000

Annual wages injected into Territorial Authority

Source: NZIER, Statistics New Zealand
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Dairy farming and dairy processing average wages are high compared to other
farming and food processing wag@&sgurel0):

1  The dairy farming sector has the second highest average \&dge640) in
the wider farming sector, behind deer farming ($48,320).

1 The average dairy processing wage is $72,910, well above all other food
product manufacturing. The average food manufacturing wage is $58,200.

Figure 10 Dairy w ages stack up well
Annual average earnings, year to June 2015
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234. Dairyd6s contribution to regioneée

The dairy processing sector is continually upgrading its plant to handle greater
volumes of milk, produce wider range of products for domestic use and export and
improve efficiency.

AsFigurell shows, this additional capital investment is substantiaiver $2 billion
since 2014, with much of it taking place in regional economiesdrawing on local
labour and intermediate inputs.

Figure 11 Dairy processing investment: more than $2 bn since 2014

New Zealand Dairy Processors have committed in excess of $2 billion in new dairy
processing technology and equipment over the past four years.
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3. Dairyaos

contr

Despite the price downturn in recent years, the dain5 O 2 NJ NBY | Ay &

buti or

bSg v

largest goods export sector by some marght $13.6 billion in the year to March
2016, it generateswice asmuchas the meat sectoralmost fourtimes asmuch as
the wood sector an@lmost ninetimes asmuchas the wine sear (Figurel?).

Figure 12 Dairy is our biggest goods export by far
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Figure 13 Composition of dairy sector exports
$ millions, year to March 2016; % of total dairy sector exports
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As Figure 13 shows, he key products exported by the dairy sector in the year to
March 2016 include concentrated milk and cream (skid and whole milk powder)
($6.0 billion), butter and spreads ($2.4 billion), cheese and curds ($1.7 bitlasein
($1.1 billion), whey ($625 million) amafant formula ($537 million).

Nichebut rapidly-growingdairy export segments include hydaates ($58 million),
ice cream ($41 million), ethanfsed for alcoholic beverages, $30 million).

5 ANEQa aKIFINB 2F bSg¢ »%SIflyRQa (®Idkt 3F22Ra
29% in 2016, after peaking ab% in 2014 when commodity price®ared(Figure
14).

Dairy exports as a proportion of total goods exports, March years
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Source: NZIER, Statistics New Zealand

As shown in Figure 12, ovifte past 26 years, dairy export values have grown by an
average of 2% per yearAside from thewine sector (18.9%nnual growth albeit
from a low base of $17 million in 199@nly the wood and wood products sector has
shown faster average export grow(i.3%)

This indicates that ongoing dairy export growth will be essential if the government is
G2 YSSUG Ada WOELRNI 52dzfSQ dGFNBSG 2F € ATFOA
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Figure 15 Dairy exports have grown by 7 .2% pe ryear since 1990
CAGR,nominal values, 1990-2016
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4. Dai r y eosimpatct® w

As well as its direct impacts on export growth, employment and income generation,
the dairy sector also plays an important role in suppuaytactivity in other parts of
the New Zealand economy.

Figurel6 shows the purchases made by dairy farmers to support their production of
$12.2 billion worth of milk in 2016. Farmers spent $#iillion on fertilisers anégro
chemicals $33 million on forage crops and bought over $190 million of agricultural
equipment.

Farmers also spent a huge amount on services to support their operationd: $91
million on agricultural services, $43aillion on financial services and $7 million on
accounting and tax services.

Figure 16 Dairy farms draw on inputs from a wide range of
supporting industries
2016 estimates
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Source: NZIER computable general equilibrium model database

This analysis does not consider thedaidnal spending by farmers out of the®5.7
billion surpluses(i.e. not on inputs to production) on discretionary items such as
entertainment, clothing, holidays, etc.

However, it can be seen that the dairy farming sector injects revenue into a wide
range of sectors across rural economies, and also likely directly into cities too, given
that most services firms tend to be located in urban centres. As we noted in oQr 201
NB LI2oNGISSY oRF ANE FFENYSNBE | NB av¥AtAiAy3as GKS
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Fonterra, December 2010.
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Dairy farners have also made considerable investments in environmental systems
recent years.DairyNZ estimates that farmers spent over $1 billidoetween 2010

and 2014on environmental management systems such as effluent systems, riparian
plating and retiring sesitive land, or about $90,000 per dairy farfhis investment

is ongoing as farmers continue implementing the Sustainable Dairying Water Accord
commitments.

Figure 17 Dairyfar mer s environment al systems inve
2010 to 2014
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* In January, February and March 2015, Federated Farmers and DairyNZ conducted a nationwide survey of dairy farmers to find out what they had spent on
environmental initiatives over five years. Taking that information and using data and statistics from DairyNZ's Economic Survey, the DairyNZ Economics Group
has been able to calculate the collective environmental spending of the country’s 11,927 dairy farms from 2010 to 2015.

Source: DairyNZ

Figure 18 Sustainable Dairying Water Accord year 2 achievements

Source: Sustainable Dairying Two Year Progress Report !

6 https://www.dairynz.co.nz/news/lateshews/dairyfarmersfocusedon-environmentairesponsibilities/

7 https://www.dairynz.co.nz/environment/iryour-region/sustainabledairyingwater-accord/
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https://www.dairynz.co.nz/news/latest-news/dairy-farmers-focused-on-environmental-responsibilities/
https://www.dairynz.co.nz/environment/in-your-region/sustainable-dairying-water-accord/























































