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About the Industry
Production

Australia is the largest
producer of
macadamias, one of the
few foods native to
Australia. The prospects
of a future successful
industry hinge on
maintaining and lifting
quality at every stage of
the supply chain to meet
consumer needs.

The Australian macadamia industry produces around 40, 000 tonnes of nut in shell
(NIS) per year, with the prospect of exceeding 60,000 tonnes by 2012. Together with
the markets the industry serves, the significance of this is that it is presently
Australia‟s third largest horticultural exporter and is pressing to become the largest
exporter.
Current estimates are that the Australian industry has about 6 million trees covering
an area of 17,000 hectares, varying in age from newly planted to over 20 years of
age. 98% of these trees are the commercially preferred Macadamia integrifolia
species. Of this total, about 80% are Hawaiian selections. The remainder are
Australian, including some relatively new releases. Of the total trees planted, it is
estimated that 45% are mature (15 years plus), 30% in the early bearing stage and
25% not yet bearing.
Commercial production has traditionally been centered in northeastern New South
Wales with some production in south-eastern Queensland. However, Queensland
now accounts for around 40 percent of total production. New South Wales produces
over half of Australia‟s production, while small plantings exist in Western Australia.
The number of growers is estimated to be approximately 800, with the Australian
Macadamia Society (AMS) estimating that 90% of growers are members of the
organisation.
The macadamia industry is still in its very early stages of development. Commercial
production only started in 1954. Prior to this, the only commercially viable orchards
were in Hawaii. This makes it still a relatively young industry, and one still to reach
maturity.
Australia, South Africa and Hawaii are the 3 biggest producers of macadamia nuts,
producing almost 80% of world production. Commercial production is also
established in Brazil, California, Costa Rica, Guatemala, Israel, Kenya, Bolivia, New
Zealand and Malawi. Since 1997 the Australia has remained the largest producer of
macadamias in the world, with 35% of world production in 2007 and 39% in 2006.
The industry is steadily growing, with production in the last 4 years being around 25%
greater than the 3 years prior. However, overall production still only equates to about
2-3% of world tree nut production. This highlights the reality that the Australian
industry‟s competitors are not only overseas‟ producers and exporters of
macadamias, but also of other nut varieties.
Fig 1. Australian macadamia production and price trends

Source: AMS, 2008
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The macadamia market is volatile. In 2006, for example, the industry experienced a
30% reduction in prices. Some consider this dramatic drop as a correction of a trend
that saw prices in 2005 reach unsustainable levels, driven by years of short supply in
2002 – 2003. Sale of product from overseas stores slowed dramatically in 2006.
Although the market is volatile, with extreme differences between high and low NIS
prices, it is interesting and somewhat alarming to note that the pricing in 1987 was
$2/kg, the pricing in mid 2007 was $2/kg and the average price over the 21 years
was $1.9. If a compound inflation of 2% average of this period for the USA and the
devaluation of the USA currency of about 33% is taken into account it means that the
value of macadamia nuts, although averaging the same price, in real terms has
reduced by 50% in the last 21 years. In comparison the nominal price of most other
tree nuts is significantly higher.
Fig 2. Australian macadamia prices 1987-2006
Price fluctuations are a
normal part of the
competitive market. In a
market dominated by
few players, poor
production years can be
followed by increased
prices as supply and
demand relationships
shift.

Source: AMS, 2006

Macadamia production is also volatile. Production estimates for this year indicate a
decrease of around 30% from those originally forecast. To some extent, poor years
help move accumulated stock through the system and can contribute to an increase
in price.

Conception of value drivers in the macadamia industry
In planning for its future, the macadamia industry needs to take into account the full
range of drivers that influence its productivity and sustainability. From a business
management perspective, revenue, costs and capital form the basis of the
macadamia industry‟s total factor productivity. Similarly, environment and market
viability form the basis of the growers‟ sustainability. These factors, together with the
domestic and export market drivers dealt with below, need to be recognised in the
consideration of developing and investing in industry priorities.
Fig 3. Cost structure of the macadamia industry

Source: Kiri-ganai Research, 2008
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The Supply Chain

Every point in an
effective supply chain
requires a relationship
with every other point. It
is in everyone‟s‟ interest
that the consumer
receives a quality
product. While a nut may
change legal ownership
following various
purchasing transactions
along the supply chain,
all players share a stake
in the quality of the nut
through to the point of
consumption.

The industry supply chain follows the standard for horticultural produce. Starting with
the growers, it progresses through market relationships with processors, retailers,
and finally the consumers. This model extends to include setup suppliers (i.e.
nurseries, equipment suppliers, etc.), secondary manufacturers, (i.e. baking goods
suppliers, confectionary suppliers etc), transport and exporters. Discussions with
industry detailed later in this report suggest that the relationships between many
parts of the supply chain are less than effective.
There are multiple relationships in any supply chain, and they do not start and end
with any one link in a linear chain. Relationships can and do occur across the full
spectrum of the chain, and it helps to consider these in a matrix as in Figure 4. Here
it becomes clear that everyone has a relationship with everyone else. It also shows
that bodies such as the AMS can play a role in facilitating some of these relationships
Fig 4. Australian macadamia industry value chain relationships
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Source: Kiri-ganai Research, 2008
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A critically important question that arises from consideration of the supply chain is:
who owns the nut? From a legal perspective, the nut is owned by the purchaser, at
whatever point in the supply chain. However, that does not mean that once a nut has
been sold, the seller does not continue to have a stake in it as it proceeds along the
chain to the point of consumption. It is in the interest of growers and processors, for
example, that the nut purchased and owned by a retailer is stored, handled and
presented well so that the consumer receives the best product possible.
Alistair Stewart notes a recurring pattern in macadamia value chains around the
world that he terms, “serial abdication”. Leadership and responsibility for quality
assurance is „buck-passed” along the supply chain rather than all members of the
chain taking responsibility to ensure that the consumer gets a quality product. A
disappointed consumer can affect everyone along the supply chain, and not simply
the retailer. Indeed, this issue extends to nuts produced and sold along the supply
chains of competing countries. As one Australian producer put it in recent
consultations, “When a German mother buys a bad South African macadamia, I too
feel the brunt of her reaction!”

Domestic Market
In recent years, much of the industry‟s market research has focused on the
expansion of the domestic market. Currently approximately 25% of produce is sold
domestically, and many industry members see the potential to expand the domestic
market further. Strategies proposed have involved branding, development of new
products and raising awareness and knowledge of the product. The domestic market
has increased in recent years, however it is unclear how much of this growth is due
to the marketing campaigns. Investment in market research has traditionally been
low in the macadamia industry, although this is not uncommon across most
horticultural industries. Despite this, there has been a significant increase in market
research conducted in the 2007/08 financial year, and this should assist the industry
in it planning for the future. A report on marketing and promotion conducted by
McKinna in mid-2007 provides an excellent analysis of industry marketing and has no
doubt spurred further market research investment.

Export Market
Australia‟s biggest export markets are Japan, the U.S. and Europe. Although it
remains a significant market, the Japanese market has rapidly decreased over the
last three years. Regions such as Hong Kong, the Middle East and Canada comprise
the majority of other export markets for macadamia kernels. China is the only major
country to be the recipient of NIS exports, although other countries in Southeast Asia
also import NIS from Australia.
Fig 5. Macadamia exports – moving annual total 12 months to Nov each year

Market research
undertaken in Japan
does not tell us why
there has been a rapid
decrease in imports from
Australia. Greater depth
and richness is required
in future studies to
reveal important
information beyond the
simple trends that are
occurring.
Source: ABS, 2008
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Given that close on 75%
of Australia‟s
macadamias are
exported, it is surprising
how little market
research has been
undertaken. Most of this
research has been
funded through growers‟
levies. Understanding
markets is the key to
maintaining and growing
them. In a successful
exporting industry, the
issue is not whether
market assessment
should be undertaken,
but just how much and
who should share in the
investment.

Australia‟s major competitors are South Africa and the U.S. Currently the US poses
no significant threat to Australian exports as the majority of its product is sold
domestically. The U.S. is the largest consumer market for macadamia nuts in the
world.
South Africa and other southern African countries do, however, pose a threat. The
South African industry is still very much within its infancy stages. Its production of
nuts is lower than that of Australia, however data from the International Macadamia
Summit in Brazil suggests the number of macadamia trees in Southern Africa now
exceeds Australia‟s. Although the average kernel recovery is lower and many of the
trees are not yet producing fruit, it is likely South Africa will soon become the largest
producer of macadamia nuts in the world. Together with its low currency value, lower
labour costs and proximity to Europe, South Africa is the most significant threat to the
Australian macadamia industry‟s export potential.
There are plans in place for international marketing partnerships. This includes
potential collaborations between Australia and South Africa, and the formation of an
International Macadamia Association (IMAC). IMAC is not considered particularly
influential at present, and the AMS is reluctant to provide funding to it, as are the
South African (SAMAC) and Hawaiian (HMNA) equivalents. As IMAC is still in its
early stages it is difficult to say how influential it may become in future.

The AMS
The Australian Macadamia Society is a body of approximately 790 Australian and 40
overseas members representing all facets of the macadamia industry in Australia.
Whilst the majority of members are growers, membership also includes such diverse
occupations as processors, administrators, business people, investors, marketers,
consultants, researchers, engineers, teachers and other macadamia enthusiasts.
The AMS is governed by a Board of nine members, elected by members at an
Annual General Meeting, and staffed by small support team based in Lismore and
Bundaberg.
It is estimated that 90 per cent of Australian growers are members of the Society and
that they produce 96 per cent of the Australian annual production. The AMS was
founded with the objectives of promoting and co-ordinating all aspects of the industry,
to encourage free exchange of ideas and information and to foster goodwill among
members.
Specifically, the AMS is involved in:


providing information services to members via its website and bi-monthly news
bulletins, and to the wider industry, public and government through these and
other communication activities



appointing the Industry Advisory Committee (IAC) to advise Horticulture
Australia Ltd (HAL) on financing research and promotion activities using funds
collected through the Federal Government Statutory levy system;



promoting a Code of Sound Orchard Practices available to all Australian
Macadamia growers as the first step towards a more comprehensive Quality
Management System; and



establishing grade standards in the industry for the end product, include quality
standards as well as uniform sampling and testing procedures.

The AMS plays a significant role as the body legally prescribed and recognised by
Horticulture Australia Ltd (HAL) as representing the interests of growers. This has
important institutional, legal and accountability ramifications. The AMS is prescribed
by government as the body to determine the amount of the three levies imposed on
growers, one each to cover investment in promotion and R&D, and a smaller levy
allocated to the National Residue Survey. Analogous to other peak industry bodies
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The membership of the
AMS goes beyond that
of the levy-paying
growers. With
members including
processors and others
along the supply chain,
it raises the prospect of
the AMS playing an
important role in
fostering constructive
relationships
throughout the chain.
While such a role
should not encompass
venturing into
commercial
relationships, there is
further scope to
facilitate activities that
provide opportunities
for all parts of the chain
to rub shoulders with
all other parts. This
raises the question as
to what extent
members are willing to
see the AMS perform
this leadership role.

across agriculture, this responsibility by default bestows the AMS with an important
voice on behalf of levy payers.
While the AMS has tremendous influence over the levy arrangements, HAL seeks
advice on R&D and promotion investments through two Industry Advisory
subcommittees established for these two purposes. Both of these bodies represent
the wider interests of the industry and not just the direct levy payers‟, although a later
sections discuss, the institutional arrangements for the macadamia industry are not
well understood by all members. This has led to considerable frustration and friction
and requires urgent attention.
Fig 6. Macadamia industry levy flow-chart

Source: Kiri-ganai Research after AMS, 2008

Towards a new strategic plan for the macadamia industry
The demand to focus
The AMS has had a series of strategic plans since 1991. The fifth and current plan
covers the period 2005-10. It lists the industry‟s mission as: ‘By 2010 the Australian
Macadamia Industry will be the recognised world leader in the marketing and supply
of quality macadamias to all chosen markets, controlling 60% of international trade.”
This mission will not be achieved, and as a target was never realistic. Australia
currently enjoys less than 50% share of the total international trade in macadamias,
meaning that at the very least a 20% increase in trade by value will be required over
the next two years to achieve the mission. The threats to achieving this, largely
global competition from South Africa which has continued to eat into Australia‟s
market share, have not diminished since the plan was prepared, and if anything with
the high value of the Aus$, the challenges have escalated.
The present plan includes objectives covering consumers (domestic and overseas),
growth (domestic and overseas), production and processing, research and
development, and the functioning of the industry body itself. While the list of actions
in support of these objectives is extensive, and not obviously out of alignment to the
many challenges confronting the industry, they do lack key performance indicators
and a sense of managerial coordination to drive and synthesise the individual outputs
into collective outcomes. In some sense, as a program structure the plan is a loose
collection of very many activities.
A new plan has been called for on the basis that:
•

industry stakeholders are under pressure to innovate and adapt to competitively
meet consumer demand.
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•

while the industry faces significant risks, it also has significant assets and
resources.

•

if strategically focused, these assets have the potential for sustained growth and
profitability.

•

over the next five years, HAL is likely to invest at least $10 –15 Million on behalf
of the macadamia industry. Commercial interests, State agencies and others are
likely to invest a similar amount.

All roads lead to the consumer
After extensive research on the world macadamia industry, Alistair Stewart‟s 2008
report strongly concluded “the macadamia industry is NOT consumer focused”.
World production of macadamias will increase to somewhere around 120,000 tonnes
by 2012. Australia will be partly responsible for this increase, but so will its
competitors. New plantings in northern Australia and South Africa in particular will
come on line without new markets having been established. While commercial
investments are understandably held closely in-confidence, little evidence has been
presented to the consultants to demonstrate that sufficient market groundwork has
been undertaken to justify increased plantings. Instead, there would appear to be a
considerable element of blind faith that market growth will inevitably occur. The
supply side of the market equation suggests an equivalent demand growth equal to,
or preferably, exceeding 120,000 tonnes over the next four to five years.
Unless the Australian macadamia industry desires to become involved in low-price
bulk commodity trading, it must act to ensure that global market growth does indeed
occur, and that the growth occurs in markets where consumers are willing to pay a
premium for a product that matches the special traits of macadamias. Without this,
downward price pressures will continue to levels unsustainable to many Australian
growers and processors, and certainly to most of the smaller to medium-sized ones.
A globalised market for macadamias means that whether Australia focuses on the
domestic or international market, or both, we are integrally tied to the influences on
price by the actions of our competitors. In a market for a premium product, that
means actions associated with quality. It is worth harking back on a previous quote in
this paper: “When a German mother buys a bad South African macadamia, I too feel
the brunt of her reaction!”
In essence, to increase a premium market by around 50% over the next four years
demands attention to the fundamentals on how to build markets: understanding what
the consumer wants and meeting the expectations to specification. Macadamia
market research already tells us that existing markets demand quality, while some
desire competitive price (quite different to low price) and quality. The quote above is
a beautiful encapsulation of the diverse factors involved in quality, making its clear
that quality relies on the practices up and down the entire supply chain, as well as the
supply chains of competitors. If the Australian macadamia industry desires to build its
future around a premium product, then it must focus on quality and on international
collaboration in the context of market growth meeting the demands of highly
discerning consumers.
In this context, the remainder of this document is built around the strategic
imperatives of:
•

understanding consumer and market demands for quality in the domestic and
international markets

•

meeting these demands by quality production, processing, handling and other
processes leading to the final point of consumption

•

facilitating effective supply chain relationships; and

•

enhancing industry capacity to meet the demands of an effective industry-wide
strategic plan.
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Industry imperative: Understanding the needs of domestic
markets and consumers
Domestic consumer market research
Macadamia market research is funded through HAL using the industry‟s Research
and Development (R&D) levy. This levy, unlike the larger Industry Promotion levy
which represents around two-thirds of the combined levies, is matched dollar-fordollar by funds from the Australian Government.
A recent report by David McKinna suggests an under investment in market research
by the macadamia industry, arguing that a promotional program the size of the
macadamia program should be driven by highly focussed market research. McKinna
criticised past research on the grounds that it failed to deliver such focus or “sound
advertising strategies.”
Since that report‟s release in July 2007, two domestic market research studies of
relevance to macadamias have been completed. In the first study, HAL
commissioned Brand Story to undertake market research for the domestic fruit and
nut industries, using the macadamias as one of its focus industries. The report
included summary information about consumers‟ purchasing criteria, location, intent,
attitudes and promotion awareness in respect of macadamias. The second and more
comprehensive study, undertaken Dangar Research specifically for the macadamia
industry, found that by and large the macadamia industry sees the greatest
opportunity for short term growth in the domestic market, a conclusion that has been
contested in industry consultations.
The study also noted that in recent times there has been a substantial increase in
advertising based around a snacking message, underpinned by the “cooking with
Macadamias” promotion. This promotion appears to have proved successful in that
retail sales have increased by 60% over the past two years. Nevertheless, it was
thought there was still scope for further gains.
Building from this platform, Dangar Research undertook both qualitative and
quantitative research, finding that there is considerable awareness of macadamias in
the domestic market, they are well liked, largely eaten at home and would be bought
more frequently if not for price or if more at front-of-mind. In terms of product
positioning, macadamias currently sit in the “Expensive/Gourmet/Snacking” territory
along with Pistachios. Cashews represent the biggest “competitor” across the board.
Macadamias sit more or less in the middle of the main nut variety market on
measures of buying penetration and share of purchase occasions. While a slight
majority of the main target groups buy macadamias from supermarkets, outlets such
as greengrocers, nut shops or stalls, ethnic food outlets, health food shops and
markets also act as important purchasing locations.
Consumers of macadamias cite the uniqueness, eating pleasure and premium nature
of the nut as primary reasons for purchase, with health and popularity being
secondary considerations. The main inhibitors of purchase include price and
perception that they are fattening. Some consumers suggest that macadamias aren‟t
highly visible in the shops in terms of shelf positioning or product promotion and so
don‟t capture the attention of passing consumers.

Promotion and marketing of Australian macadamia nuts
Around $3.1 million was invested in the macadamia industry‟s promotion levy in
2006-07. The potential returns and benefits of separate domestic and export
promotion and marketing strategies have been investigated by McKinna, together
with the benefits of targeted high impact public relations activities. He concluded that
the industry under-invested in each of these activities given the potential returns. The
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current macadamia industry strategic plan does not reflect a need to increase
marketing and promotional strategies for either the domestic or export markets.
However it does identify the need to identify points of difference and to capture
competitive advantage; vital ingredients to marketing and promotions.
An element of the domestic promotion drive has been based around health. The
macadamia industry currently makes contributions to the „Nuts for Life‟ program to
drive its health message. The McKinna report points out that as the health benefits of
macadamia nuts are lower than other tree nuts, it is best that the industry ensures
adequate exposure and representation in the broader nut health program. In reality,
health messages around foods can be perceived as complex and confusing where
there are both benefits and shortcomings of the food in question. The health benefits
of macadamias can be different to other nuts, and a focus around cholesterol
reduction and stroke prevention is important. It should be noted however, that R&D
into the health benefits of macadamia nuts has been minimal to date and further
research may be required to use health as a viable promotional tool. The licence to
use the National Heart Foundation Approval Tick is currently available to all of the
macadamia industry.

Developing and commercialising new products and services
Product development is largely undertaken by processors and retailers and to a
lesser extent by growers themselves who sell product at the farm-gate. HAL supports
generic promotion but not specific product development.
New ways to use macadamia nuts as a cooking ingredient are being explored, as are
new ways to incorporate them into snacks. Macadamia paste has recently been
released as a more „decadent‟ version of peanut butter. Macadamia oil has also been
considered for development for the cooking, cosmetics and various niche industries
that rely on oils.

Industry perceptions about the domestic market identified in the
Gibson consultations
Issues


















Maintaining buoyant prices
Disparity between farm-gate prices and processors‟ costs of the label
Irresponsible marketing & market development
AMS constitution doesn‟t allow it to get involved in marketing of product
Conflicts about the appropriate level of promotion investment
Under investment in particular in domestic marketing
Disappointment with the performance of the AMS Promotions Committee
Lack of imagination & initiative in marketing (in general)
Potential effects of a (proposed) reduction in levy on R&D & Promotions
Lack of market focus as a driver for new R&D
Industry is having difficulty making the transition from its “boutique” heritage
Proliferation of processors, growers & marketers, all using different business
models and/or „doing their own thing‟
Lack of consumer demand for Style 4 (premium macadamia halves)
Lack of discernible branding of Australian macadamias
Lack of clear spokesperson for the industry
Naivety about the difference between promotions, marketing and sales
Underselling the value of macadamias as a unique, premium product, grown
sustainably at a reasonable cost of production

Industry ideas for improvement
 Have professional marketers & marketing
 Forward selling based on better, more cooperative marketing
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Promotion of “clean & green” image of macadamias
Balance growing existing markets with creating new markets
Reduce the supply of bulk nuts into retail
Increase the transparency of Promotions Committee activities
Improve industry data management and dissemination of market information
Examine ways of establishing a „benchmark‟ NIS price
Embrace rather than compete with other nut industries
Increase involvement of growers in promotional programs at the local level
Create a consistent brand image
Promote macadamias as the „Australian nut‟
Develop a strategic marketing plan and a tactical contingency plan
Establish a central selling mechanism
Subdivide marketing efforts by geography
Clarify who is the spokesperson for the Industry
Analyse the successful marketing and quality improvement strategies of other
industries and introduce these to the macadamia industry where relevant.

Consultant’s observations and questions for discussion
Among some in the industry there is a need to understand how the supply chain
system works and why there are price differentials along the chain. A whole-of-supply
chain strategy is required for long-term sustainable domestic growth.
The industry‟s institutional, governance and legal arrangements are not clearly
understood by all growers, including in respect to the levy arrangements for domestic
market research and promotion.
Meeting consumer preferences is essential to maintaining and growing markets. This
does not only mean the macadamia industry needs to know what consumers want,
but where and how they satisfy their wants. Eating habits are changing rapidly, and
intermediaries such as food preparers and restaurants are an important supply point.
Developing and maintaining relationships with intermediaries is an essential
promotional tactic and helps diversify from a retail sector that concentrates market
power.

Discussion questions:
Should investment in understanding domestic consumers’ needs increase?
Should investment in domestic promotion increase?
If so for each or either of the above, where should the growth come from and
how will the industry make it happen?
Where does the industry want to position Australian macadamias in relation
to other nuts and other country’s macadamias?
What can be learnt from other industries such as almonds in respect to
domestic promotion?
New product development is often brought up in industry consultations, but
how can a culture of innovation be best encouraged?
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Industry imperative: Understanding the needs of export
markets and consumers
Global consumer market research
Of greater concern to
Australian macadamia
growers and
processors than
overseas competitors
should be competition
from other nuts
perceived to better
deliver to expectations
about quality relative to
price. Of the eight tree
nut industries surveyed
globally in terms of
production, exports
and quality control,
only macadamias and
brazil nuts are going
backwards against the
competition.

Many of the issues identified for the domestic market above apply to the global
market. Alistair Stewart, however, also observes that few the issues are peculiar to
Australia, and that they are shared among all macadamia producing countries. In
particular, Stewart notes that despite rhetoric to the contrary, none of the world‟s
macadamia industries are truly consumer focussed.
To date the amount of market research undertaken for the Australian export market
has been proportionally less than for the domestic market. That said, export
promotion investment has been higher. The macadamia industry supports
promotions assistance in Germany, France, England, Japan and the United States,
with supporting websites, to develop and implement promotion and marketing
campaigns in these markets. McKinna suggests that these efforts all appear to be
extremely professional and well founded, and seem to be achieving effective
outcomes relative to the tight budgets.
Major market research studies have been undertaken in Japan (using focus groups)
and in Germany (using surveys). In Japan, macadamias are considered the favourite
but not most commonly consumed nut, although place of origin does not appear to
be a major factor in purchase. Quality and package design are the determining
purchase factors. In respect to quality, Australian produce is rated as being “not bad”.
Despite the drastic reduction of exports to Japan, there is potential for Australia to
recapture lost market share in Japan. This will require us to invest significantly in
promotion, preferably where it can be linked to prestige, health and images of beauty.
At the same time, an image of Australian grown products needs to be implanted in
people‟s minds through explanations and package design.
Market research in Germany is highly quantitative, and interpretation of the data has
been limited. A quick analysis suggests room for market growth, but with price being
the key purchasing factor, the market potentially favours producers located closer to
the Europe. Innovative promotion and value added product development strategies
would be required to overcome competition from South Africa in particular.
Of alarm to the Australian macadamia industry should be the results of product
quality research in Europe that shows in many retailers, the quality of macadamias
presented to consumers is often well below standard, demonstrating the need for
maintaining quality throughout the supply chain, and for those lower in the chain not
to abdicate their interest or stake in downstream quality assurance processes. Figure
7, for example, shows that more than 50% of samples taken from European retail
shelves exceeded recommended peroxide values. At least half of these samples
were of Australian origin.
Fig 7. Product quality of macadamia’s in European retailers
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Increasing the promotion and marketing of Australian
macadamia nuts
In recent years as the amount of macadamia production has increased, the supply of
macadamias has overtaken demand, causing a dramatic reduction in price. The
challenge will be to increase demand through developing new markets. The extent
that new market opportunities have been identified is unclear although there is
interest in expanding into the Korean, Chinese and Indian markets.
Like Australia, South Africa is currently looking to expand its industry and with its
cheaper labour, lower currency and proximity to Europe it remains the biggest threat
to Australian growth in all export markets. As of the middle of 2007, the level of
African (RSA, Kenya and Malawi) supply of Macadamia nuts to key markets had
grown to match Australian supply.
Fig 8. Australian share of international trade

Source: USDA 2004

The AMS recently initiated a joint project with South Africa to promote macadamias in
the UK market. The terms of the project saw a higher investment made by Australia.
Projects such as these do warrant caution, particularly where project partners are
better situated to gain from the collaboration. However, the scale of this particular
joint promotion was comparatively small. Regardless of the size, it created contention
from a range of different stakeholders both outside and within Australia. Even though
the amount invested was low, Australian stakeholders felt that the project increased
South African sales to the detriment of Australian sales. Stakeholders from smaller
macadamia producing nations voiced their concern that collaboration between the
„big boys‟ of the macadamia industry was to the detriment of their own industries.
That said, international cooperation is vital if world demand for macadamias is to
equal or exceed an expected supply of 120,000 by 2012 if for no other reason than
the flow-on affect that occurs between competitors in a premium product market
where any one competitor supplies sub-standard product. Of greater concern to
Australian macadamia growers and processors than overseas competitors should be
the competition from other nuts perceived to better deliver to consumer expectations
about quality and consistency of quality. A comprehensive survey of the world nut
situation conducted by the International Nut and Dried Fruit Council (INC) noted that
of the eight major tree nut industries studied, six (almonds, cashews, hazel,
pistachios, pecans and walnuts) were improving in quality assurance, price,
production and trust within the industry among other factors that define a healthy
industry. Only brazil nuts and macadamia nuts were showing either reduction or
stagnation in these areas.
International collaboration can take many forms, from co-investment in market
promotions, and agreements on standards and auditing, to establishment of
international organisations fulfilling specific functions of joint interest to members. Of
paramount consideration in any option is the need that the collaboration not be
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construed as anti-competitive and not in the interests of consumers, retailers or other
parts of the supply chain. Alistair Stewart, a strong advocate of international
collaboration, also notes not only the perceived lack of interest between the major
macadamia producing nations to form an international macadamia council (such as
IMAC), but also the lack of participation in already existing international nut
organisations, particularly the INC.
The current strategic plan advocated continuation of the existing marketing and
promotional strategies for the export market. This may underplay what is required to
achieve the mission statement of the plan, which is to achieve a 60% share of world
trade by 2010. The enormity of this challenge is represented in Figure 8 which shows
that we have done well to approach 50%, but struggle to go beyond that, particularly
in light of South African competition. The end point of international collaboration
should be to grow the worldwide market of macadamia consumers to everyone‟s
benefit, part of which is to also ensure that consumers‟ expectations of quality are not
undermined by poor product delivery from any one source. Industry perceptions

about the export market identified in the Gibson consultations
Issues
 Many of the issues identified for the domestic market relate to the export market
(ie price drops, Promotions Committee role etcetera)
 Potentially narrow view of global markets and the opportunities presented
 Import tariffs into some markets
 Macadamia industry is a small player in terms of the total world tree nut market
 Effect of U.S. “nut” production & marketing (i.e. almonds etc) into traditional
macadamia markets
 Reliance on US market to consume style 4
 Effects of global competition in increasing market supply
 There are advantages and disadvantages of collaboration with export competitors
such as South Africa
 Basing export strategies around quality rather than price
 Lack of acknowledgement that we may not be better than competitors on quality.
Industry ideas for improvement
 Many of the ideas for improving the domestic market relate to the export market
 Coordinate and align global industry data and improve industry data management
– supply & demand forecasting
 Create strategic control of export markets (based on transparent industry data)
 Help competitor countries develop their domestic markets (ands take some nuts
off world markets)
 More promotion into China, India & Middle East
 Create a “single desk” for export sales & marketing
 AMS should establish a relationship between the South Africa and Australian
industries – develop an objective, and have strategies, protocols and a plan.

Consultant’s observations and questions for discussion
Neither the current government nor the opposition support regulated, single-desk
forms of export or price support. Inevitably industry will need to take leadership of
developing, servicing and growing markets through a combination of market
research, product development/differentiation, promotion and collaboration.
International collaborations can help grow total market size although it should be
understood that ALL partners need to benefit from the growth to maintain the
collaboration. The sensitivities shown among some growers and processors to the
South African collaboration calls for strong leadership on this issue. Furthermore,
international collaboration may assist the macadamia industry differentiate itself from
other nuts.
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Areas of high middle class growth such as China, India and the Middle East provide
good market growth opportunity. Australia has comparative advantage in Asia.
Discussion questions:
Should investment in understanding export consumers’ needs increase?
Should investment in export promotion increase?
If so for each or either of the above, where should the growth come from and
how will the industry make it happen?
How can, or should, consumer data be interpreted for use by participants
along the supply chain?
What is the limit of acceptability of international collaboration – what would
a successful collaboration look like or focus on?
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Industry imperative: Meeting the needs of markets and
consumers through quality across the supply chain
Achieving increased yield and quality assurance of product
Australia has the highest average kernel recovery rate in the world. However as the
recovery rate is still only 30%, room exists for even higher yields if improved quality
management practices were adopted and/or further developed.
Research into the adoption of Quality Management Systems (QMS) in the
macadamia industry released in March 2008 details the quality management systems
currently in place including grower and processor practices. It also points out the
economic benefits of certain practices. The research found:
 a strong relationship between harvest frequency and NIS quality;
 harvesting more frequently reduces shed losses; and
 nuts stored in smaller silos (less than or equal to 20 tonnes) have reduced
unsound kernel recovery.
Quality Management workshops were held in the same month and recommended,
among other matters covered elsewhere in this report, the following:
 market research be undertaken to determine what the customer wants in terms of
quality and whether they are prepared to pay for improved quality;
 further research and development be undertaken on objective testing and shelf
life determination for grower payment and quality assurance;
 the formation of a sub-committee of AMS and processors to develop
specifications and guidelines for a high quality branded “export” grade product;
 further research on, and standards to be developed for, packaging; and
 the AMS to monitor quality in the market and follow up product failure in a spirit of
cooperation and continuous improvement.
Producers must also pay a compulsory levy to the Australian National Residue
Survey Program (NRS).The primary function of the NRS is to monitor chemical
residues and environmental contaminants in the products of participating industries.
Residue monitoring is a part of an overall strategy to minimise unwanted residues
and environmental contaminants in food.

Minimising cost burdens in production systems
The QMS research outlined above was primarily designed to determine best
practices to increase profitability across supply chain systems. Other research has
shown revenue and profit per hectare increased with increasing farm size, tree age
and productivity. Larger farms spend a greater proportion of their total costs on
employment and management and less on repairs, maintenance, improvements, fuel
and contractors compared to smaller farms. Larger farms also have more investment
in assets but fewer assets per hectare due to economies of scale. Bundaberg farms
were on average younger, larger and more productive and profitable than northern
New South Wales and south-east Queensland farms.
Average costs per hectare gradually increased from 2003 to 2006 for farms older
than 10 years. Revenue per hectare moved more strongly depending on yield and
unit price. The profitability per hectare trend closely followed the revenue per hectare
trend.
Such research begins to demonstrate the value of benchmarking processes,
particularly where growers are encouraged to collect and share data along with
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sharing their experiences about how they go about achieving cost savings (as well as
other production, environmental and social goals). While there can be reluctance to
divulge „sensitive‟ information between growers, successful benchmarking processes
have been shown to benefit all participants and not simply the lower performers.
Indeed, it tends to be the lower performing growers in some industries that tend to
avoid participation in such initiatives, to their own detriment.
Fig 9. Cost structures for different sized/aged farms

Source: O‟Hare et al, 2008

Financial planning is an important component of reducing cost burdens. The
macadamia industry has available to it investment planning software. This software
could usefully be complemented by a financing component. However as with any
decision support system, the strength can often be in the discussion around the
results (perhaps with an adviser) rather than in the results themselves.

Supporting sustainable production
A source of pride for the Australian macadamia industry is the plant‟s Australian
heritage and low environmental footprint. The Australian industry generally has more
efficient technology that not only produces a higher yield and better quality produce
but also supports a sustainable production system. Inputs are generally low, water
use efficiency generally high and, as a consequence, external impacts are minimal.
Soil health and nutrient issues are not significant. Research on the effects of
irrigation comes to different conclusions. Older research suggests irrigation is not
necessary as the rainfall in macadamia growing regions is sufficient. Indeed, it is
suggested that irrigation has proven to produce smaller nuts by comparison to
unirrigated farms in similar environments. More recent research does recommend
high efficiency irrigation, such as drip-fed systems, as it increases yield with no
substantial change in quality.
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The industry has begun implementing integrated pest management (IPM) techniques
on some of its farms, reducing the amount of chemical pesticides required. Other
industries such as cotton and even broad-acre industries such as cropping, have
shown that IPM not only reduces input costs and enhances farm safety, but also
promotes biodiversity.
There is a small but thriving organic macadamia industry that plays an important role
as part of a multi-pronged industry-wide approach to meeting the diverse demands of
consumers. While there is tension between some traditional and some organic
growers, this tension is not as divisive as in other industries. At present the organic
growers are attracting prices around double that of traditional growers, although there
are differences in view about comparative cost structures and yield. A major point of
contention also lies around conflicting perceptions that organic farms harbour pests
that potentially migrate to non-organic farms versus traditional farms over-apply
chemicals that potentially build pest resistance as well as reduce natural predator
populations of benefit to all farms.
Climate change will be an issue for the macadamia industry as it will be for all
agricultural industries. While agriculture will not enter into the national carbon
emission regulatory framework until 2013, the issue will be prominent in agricultural
debates in the meantime. The perennial nature of the macadamia plant potentially
places it in a good position to attract carbon-based investment. Many growers argue
that the industry is carbon neutral or very close to it.

Investment in innovation
The macadamia industry has invested in innovation through the R&D component of
its compulsory levy since 1992. Over the past few years the annual expenditure has
fluctuated between $1.5 and $2.5 million. This includes voluntary contributions and
matched funding from the Australian Government. The most substantial proportion
of this is directed towards on-farm production issues and practices.
The R&D investments are contracted and managed by HAL based on the advice of
an Industry Advisory subcommittee of HAL established specifically for macadamia
nuts. This process is intended to ensure that wide ranging expert input is utilised and
industry needs are best represented when identifying the research priorities and
allocating the levies. The Australian government matches R&D expenditure dollar for
dollar.
Contrary to the perception of some in the industry, a number of participants in the
value chain contribute to the overall R&D process through supporting their own
and/or external research on product development, processed product quality and
market specifications. Moreover, research providers such as CSIRO, state
government agencies and universities contribute to the overall pool of investment
through their own contribution to self-funded and joint research projects. This
investment is estimated to be around three times that of the combined levy/matching
government contribution. In other words, the grower is receiving a 6:1 leverage for
the grower levy investment in R&D. It is doubtful that the growers are receiving
similar levels of leverage from their promotions levy.
To some extent, the nature of the levy arrangements makes collaboration between
different value chain participants challenging. This is because the contributions made
by growers are highly transparent compared to other contributions. It is also because
the allocation of levy investments is entrusted to a panel of experts (the IAC R&D
subcommittee) whose membership extends beyond the grower levy payers. Indeed,
these factors have created a perception among some growers that their levies are
subsidising other value-chain participants (who are seen as free-riders) and the
narrow self-interests of researchers. Greater communication and transparency is
required in the industry to help overturn some of these perceptions and to help it
embrace the research community as part of its wider membership, comprising
members who choose to dedicate their efforts in support of the industry rather than in
support of competing industries.
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The process of identifying R&D priorities and allocating funds to projects is highly
systematised (see Figure 10). This is necessary to ensure consistency, rigour and
accountability, but it can make quick responsiveness to some issues difficult. The
process also favours investment in individual projects rather than collaborations of
integrated suites of projects that may be better commissioned through a proactive
and highly coordinated process.
Fig 10: Generic HAL process for R&D investment (taken from 2008-09 cycle)

Source: HAL 2008

Fig 11: Distribution of R&D investment 2006-07

Source: Kiri-ganai Research, 2008 (re-interpretation of HALL 2007 data)

International research collaboration in the macadamia industry is not common. The
exchange of information is reasonably free, with regular symposiums and study tours
taking place. As research results tend to be reasonably available and transferable
between countries, the incentive for collaborative research has diminished. As
previously noted, participation in the INC (a self-proclaimed international information
source on nuts) by the macadamia industry is generally low.

20 | P a g e

Kiri-ganai Research. August 2008. Literature review in support of a new Australian Macadamia Industry strategic plan

Enhancing human resource capacity across the supply chain
The Gibson consultation data highlights the dissatisfaction amongst members of the
supply chain with information dissemination and training, particularly essential
information required by “newer” growers. Two Industry Development Officers are
employed (located in Lismore and Bundaberg) to assist in capacity building
programs, although the challenge in providing effective continuous learning
processes calls for greater attention and support to these positions.
As in other agricultural industries, government-funded extension services are
shrinking, and there is a growing demand on researchers to invest their own time and
effort on communicating the results of their research. While this is important, it does
not always provide the most effective systems-based approach to learning,
particularly where this approach is undertaken in the context of running a business,
running a property, running a family and meeting personal aspirations. Facilitation is
as important a skill as technical knowhow in handling extension in this environment.
There is a very small but capable private sector network of consultants in the
macadamia industry. While such people are sometimes held in suspicion within
some industries (i.e. “they are in it to flog product”), the reality is that good advisers
only benefit by demonstrating value to the client, and as such play an important and
valued role in the overall capacity building sector.

Industry perceptions about on-farm production and
competitiveness identified in the Gibson consultations
Issues
















The information “owned by” the AMS should be open to everyone
Lack of motivation for long term improvement/change in the industry
Variable quality of varieties
Poor availability of industry statistics on performance, quality etcetera
Quality– shelf life, consistency –not building gradual improvements
Concerns about the proportion of R&D spent on varietal trials (seen as too long
term)
Current focus of R&D is seen as a waste of money among some industry
participants – not reflecting grower interests
Ownership of IP rights by HAL-run projects using macadamia industry levies
Contradictory information is provided to new to industry growers
Potential effect of (proposed) reduction in levy
Concern that R&D effort is not “market focused” (i.e. commercial)
Industry makes decisions with poor data
Perceived conflict of interest held by some R&D Committee members
Increasing costs of undertaking R&D
Need for clear R&D KPIs; more frequent and rigorous review; and courageous
decision making in terms of reshaping or aborting projects.

Industry ideas for improvement












Focus R&D on problems of different geographic areas
Get processors working together (common quality systems & information)
Better standards of consolidation and handling – common standards & practices
“Weeding out” of some varieties and development of new varieties
Better education of growers (esp. smaller, newer ones)
Better and more transparent industry data and information
Alignment of global industry data
Employ “Field Officers” to transfer success and best practice across the industry
Spread good farm management practice more deeply into the industry
Have more grower involvement in R&D decisions
Become part of the Horticultural Code of Practice
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Explore carbon credits for trees
Improve articulation of MACMAN net capability
Survey members regarding R&D focus and improve R&D relevance
Keep the impetus for making change (even when the price rises)
Invest in econometric modeling of the industry
Employ a person like a Chief Scientist in an advisory capacity who is independent
but can employ rigorous science to the evaluation of proposals

Consultant’s observations and questions for discussion
The entire issue about production, costs and competitiveness is really about quality –
quality of production, quality of processing, quality of planning and business
performance, quality of packaging, handling, storage and transport and so forth. This
concept ties what happens on farms, in factories, across board tables, around diningroom tables and in research laboratories to what consumers want.
The current strategic plan is not fundamentally flawed in dealing with the issues
raised in this section, although it lacks focus, wider industry ownership and detail
about implementation.
Issues of research priorities are an inevitable source of tension in many industries,
particularly where R&D is perceived as a cost of production rather than an
investment in a sustainable future. Research that engages growers in integrated
programs of innovation rather than narrow studies of investigation help them to see
how different projects come together to benefit the entire industry, and through the
entire industry, how they benefit themselves. As such, the research process itself
needs to be managed in innovative ways, becoming combined with extension, multidisciplinary and continuous learning approaches.
Discussion questions:
How can a culture of quality best be distilled across the industry?
What are the most critical cost issues shared by large and small producers
alike that require immediate and common attention?
What are the most critical productivity (ie yield per hectare) issues shared by
large and small growers alike that require immediate and common attention?
If meeting quality specifications through the entire supply chain is a key
issue, does the portfolio of R&D investments reflect this? How could it be
improved?
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Industry imperative: Information supply & supply chain
relations
Establishing efficient and cooperative supply chain relationships

The macadamia
industry is
exceptionally well
served by experts and
support staff that share
the growers pride in
the premium nature of
the product. It is a
resource that is
disappointingly underutilised.

The macadamia industry is no different to many agricultural industries where mistrust
amongst producers and unwillingness to give up intelligence to perceived
competitors within the Australian market predominates. This competition is not simply
horizontal between different growers, different processors and different retailers and
the like, but also vertically across and between each of the sectors. Gibson in his
macadamia industry consultations particularly noted the “blame game” that took
proliferated within the industry. Stewart refers to “serial abdication” in a similar
manner. He notes that the lack of trust leads to destructive pricing due to buyers
playing suppliers off against each other, driving the price down.
Such situations inevitably arise where there is a lack of cooperation or collaboration
in industry-wide activities. The less collaboration that takes place, the less
communication takes place and so the less transparency of process, fact and
negotiation. In the absence of transparency comes assumptions, valid or perceived,
and with these assumptions comes greater reluctance to collaborate. It is a vicious
cycle that has sometimes been reinforced by bad experience when collaboration has
been inequitable and/or poorly managed.
Collaboration across the supply chain increases transparency and understanding, but
it can also increase resources and commitment to a shared vision for industry
growth.
An important part of competitiveness lies in smooth running supply chain
relationships that hasten the capacity to find, adapt to and meet new market
requirements. It also lies in rapid dissemination of meaningful market information.

Promotion of best-practice business models
The previous strategic imperative section alluded to the power of benchmarking as a
means of lifting industry performance at individual and sector level. The AMS and
MacMan team have formed best practice groups with interested growers in all major
macadamia growing areas to compare their results from data recorded in MacMan.
The growers then analyse the results and identify where they can improve their
productivity and efficiency. One of the strengths of the MacMan program is the
training and support provided to Australian macadamia growers. A telephone and
electronic mail support service is also provided free-of charge. Macman is currently
in its third stage of development. The accompanying software enables growers to
record a wide range of orchard management information so that they can benchmark
their own performance on a year-by-year basis as well as across growers.
Such initiatives if well facilitated can help growers not simply look at individual
practices, but whole-farm business models that work not just in theory, but in the
practice of fellow growers.

Upgrading industry information dissemination systems
The AMS website claims to provide a „one-stop-shop‟ outlet for information
dissemination, and while it has been criticised by some industry members, it is an
advance on the information dissemination mechanisms of many industries. Most final
reports of projects funded through HAL are available to AMS members on the AMS
website. Bi-monthly bulletins and media releases are also available to member on
the AMS website.

23 | P a g e

Kiri-ganai Research. August 2008. Literature review in support of a new Australian Macadamia Industry strategic plan

Improving the availability of information to growers is a part of the current industry
strategic plan, although the plan lacks clarity on how and when improvements would
be made.

Industry perceptions about industry information and supply
chains identified in the Gibson consultations
Issues
 Accessibility and availability of information, (both too easy and not easy enough)
 Grower contempt (in some cases) of processors, and mistrust between growers,
processors and the AMS
 Divided industry – large investment in orchards; much smaller investment in
processing
 Disorganisation and impediments through the supply chain hindering efficiencies
 Diverse nature of growers (size & motivations) hinders horizontal collaboration let
alone vertical collaboration
 Perceived lack of industry awareness and communication of important issues
facing the industry
 Contradictory information provided to „new industry‟ growers
 Small farmers may not be economically viable but have financial resources to
sustain them (thus skewing industry data)
 Confused concepts/definitions of processor s and marketers
 Processors feel that small growers have too much influence over the Industry
 Perception that if you processed nuts off-shore “you were seen as un-Australian!”
 Perception that some processors are “anti AMS” and are “dividing the Industry”
 Reports by many that processors who have tried to buy kernel from other
processors have been “screwed” in terms of price
 Lack of growers using the full range of services offered by the AMS
Industry ideas for improvement
 Develop long term relationships between growers and their processors
 Develop good information on production (stock etc) and make it transparent
across the industry
 Develop systems for selling information (on a user-pays basis)
 Align global industry data
 Employ “Field Officers” to transfer success & best practice across the industry
 Develop channels to take a consolidated Australia wide view
 Build an analysis of the industry “value-chain” to educate everyone about how it
works
 Foster cooperation between processors (eg develop a “processor” organization)
 Treat (communicate/deal with/recognise) larger growers as significant
stakeholders in industry (not as equal with smaller growers)
 Shorten the supply chain – get closer to retailer (“Retailers want this!”)

Consultant’s observations and questions for discussion
Supply-chain communication forums are critical to facilitate cooperation across
industry sectors. Put simply, the more often different sector participants rub
shoulders together, the less likely they are to fill communication voids with
uninformed assumptions.
The Australian Vegetable Industry established an industry wide leadership committee
for a three year period to oversee the implementation of the vegetable industry‟s
VegVision 2020 strategic plan. This has been considered effective and has acted to
reduce distrust between growers and processors in particular.
Growers in any industry often complain of being overwhelmed by information at the
same time as demanding greater quantities of it. The real issue is not quantity, but
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quality. Data that is interpreted is of much greater value. Indeed, the most effective
decision support systems are not those that provide single, silver bullet solutions to
problems, but those that encourage discussion in the interpretation of options and
how they relate to the specific economic, social and environmental circumstances of
the decision maker.
As suggested, the interpretation of data for one business may be very different for
another because context is critical. This requires establishing a relationship and
dialogue between the information provider and receiver. Some industry organisations
employ data collectors and interpreters to support their growers, though most see
this as an unaffordable luxury that should be provided by government (or anyone
else other than their own industry organisations).
Discussion questions:
Where are the strongest and weakest linkages along the macadamia supply
chain, and what are the characteristics that demonstrate strength and
weakness?
How can a culture of continuous learning be instilled into the industry and
how can greater numbers be encouraged to participate in benchmarking
activities?
What opportunities exist to increase shoulder rubbing across the supply
chain and whose responsibility is it to facilitate these opportunities?
Whose responsibility should it be to manage, interpret and communicate
data useful to decision making in the macadamia industry?
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Industry imperative: Leadership and industry structures
Achieving efficient and effective service delivery to support
industry growth
Australia‟s macadamia growers generally want a unified voice to strengthen their
position in dealing with the challenges facing their industry and to achieve long-term
stability and prosperity.
Industry resilience and self reliance requires a strong national organisation supported
by efficient and effective groups of common interest to represent macadamia industry
participants and provide value in the services demanded.
As the peak body for one of Australia‟s largest horticultural industries, AMS will need
significant support from its members if it is to maintain and grow the administrative,
intelligence gathering, data analysis, market research and advocacy resources
necessary to make a real difference to the sustainability of the Australian macadamia
industry.
At the same time, if the AMS is to win and maintain the confidence of the wider
industry, it needs to demonstrate value. That means it must not just be seen to
operate cheaply and efficiently, but also effectively, with purpose and determination.
Strategic plans are sometimes nothing more than a convenient means of
representing business as usual, or articulating unattainable aspirations. An effective
plan requires an organisation that builds it culture and processes around ensuring
that the plan drives a concerted effort towards achieving realistic aspirations. Internal
roles and responsibilities, meeting and forum agendas and all investments need to
be focussed around the elements of the plan not just in the spirit of administrative
tidiness and accountability, but in the spirit of strong leadership and determination to
turn aspiration into achievement.
Organisations such as the AMS can be challenged by the need to represent the
specific interests of a single sector, such as growers, while nurturing the interests of
the whole industry by facilitating collaborative relationships across sectors. Strong
leadership can do this, and this can be assisted by universal agreement to a strategic
plan that acts as the anchoring point for all decisions.
A key requirement of strong leadership to industry is facilitating industry-wide
acknowledgement of challenges and opportunities and agreement on the value of
unified approaches to achieving growth within an environment that normally rewards
competition.
Potential exists for the AMS to build strategic alliances and collaborative partnerships
in the value chain, with governments and with the national industry institutions. This
may increase the resources available to AMS to add value to its strategies and more
effectively represent the macadamia growing sector.
The key issues for the industry in developing self reliance are:


Consolidating AMS as a strong and effective national organisation by
demonstrating its value in real terms;



Coordinating the industry structure at the regional and national levels and
resolving funding and resourcing constraints;



Investing in the development of industry leadership;



Improving market intelligence gathering, analysis and dissemination capacity;
and



Improving policy development capacity and strengthening relationships with
government.
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Improving industry communication and change management
Access to timely, accurate and relevant data and information (interpreted data) is
fundamental to good decision making either at both the institutional and individual
levels. The maxim “knowledge is power” is fundamental to business resilience. The
macadamia industry has access to several information conduits, though it will be
important to review these in terms of how they support the drivers of change and the
implementation of the strategic plan.
The most powerful form of communication is always face-to-face. The more cross
sectoral, multi-organisational and multi-disciplinary this is, the more transparent the
complexity of issues become and the greater the appreciation of the different
perspectives that inevitably exist across any industry become.

Industry perceptions about leadership and industry structures
identified in the Gibson consultations
Issues















Perceived uncertainties about the structure of the AMS constitution
Role and capability of the AMS & AMS Board seen as confusing
Differences in perspectives regarding the structure and use of the levy
Appropriate structure of AMS (inc. geography, membership)
Information dissemination and transparency by the AMS
Divisions in industry – large investment in orchards; much smaller investment in
processing
Differences between “lifestyle” farmers and “commercial” farmers
Lack of trust about HAL and the AMS Promotions committee
Industry seen by some as inward looking
Loss in confidence in the AMS, with some individuals taking matters into their own
hands
Limited view of the AMS being a “whole of industry” organisation
Processors distrust the AMS because of perceived misuse of confidential
information
Need for independent Chairs of the Promotions & R&D Committees
Quality and effectiveness of the communications tools – web site, newsletter etc

Industry ideas for improvement












Rework the levy structure
Review structure and geographic representation of AMS Board
Pay AMS Board members and insist on common interest (not self interest)
Review AMS Constitution & Board composition
Improve communication between AMS board and members
Review performance of AMS hold executive accountable for results
Improve industry representation and involvement at crucial events (government,
primary industries, agriculture, food, etc)
Treat (communicate/deal with/recognise) larger growers as significant
stakeholders in Industry (not as equal with smaller growers)
Quote “The problems of the Macadamia Industry aren‟t new … we need to learn
from others…”
Quote “Consolidation is the future of this Industry – there will have to mergers and
acquisitions to sort this mess out”
Provide AMS staff with access to contemporary human resources management
practice in performance management, salary administration, training and
development
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Consultant’s observations and questions for discussion
There is great confusion among industry participants about industry structures, roles,
responsibilities and relationships. Clarification through enhanced and ongoing
industry communication based on transparency and healthy self-reflection is called
for.
A restructure of the AMS is presently proposed so that it better reflects the “broad
membership” of industry. There is tremendous merit in this approach, although
caution is advised to ensure that the organisation does not get involved in
participants‟ business dealings or is seen to facilitate collusive or other anticompetitive behaviour. This will require a level of board governance and
organisational leadership of exceptional skill and diplomacy.
Monitoring and evaluation of not just outcomes, but also process, is healthy for any
organisation or industry, yet is often poorly done if it is done at all. It requires the
dedication of resources, but also requires commitment to self-criticism, self-reflection
and transparency.
Discussion questions:
Does the macadamia industry have the right structures to oversee
successful implementation of an industry-wide strategic plan, and if not
what adjustments are required?
What are the characteristics of focussed, transparent leadership the industry
is looking for from its institutions and how can these characteristics be
instilled as the industry’s culture of doing business?
How can meaningful, ongoing communication across the industry best be
facilitated so that issues are readily discussed and resolved before they
become conflicts?
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Issues for the strategic plan
Below is a draft of potential focus areas and strategies for consideration in the
strategic plan. It is informed by the findings of this report but requires further analysis
to focus, refine and flesh-out the priorities. Your input to and feedback on these
issues is critical to the completion of the plan. These issues can be modified as part
of the process and are not to be taken as final.

1. Understanding the needs of markets and consumers
Rationale: In order to achieve sustained growth, the macadamia industry must have
a deep understanding of new, potential and existing markets both at home and
abroad. This includes understanding the trends in consumers‟ food values and
preferences, shopping preferences and meal preparation habits, as well as the
changing practices and preferences of market intermediaries (processors,
manufacturers, retailers, ingredient distributors, prepared food outlets etcetera). This
requires focussed market research that provides the required information to growers
and suppliers to deliver products that consumers want to purchase and enables
promotional activities to be designed based on consumers‟ interests and motivation.
Potential strategies:


Investigate and fill gaps in market research in Australia and overseas.



Improve coordination and monitoring of ongoing promotion and marketing of
Australian macadamias.



Build/strengthen collaborative relationships around retail, food service, central
market and lifestyle sectors to increase consumption of macadamias.



Build points of difference and competitive advantages for macadamias in
domestic and export markets.



Promote successful systems and examples of consistent export growth.



Establish an Australian quality assurance framework that supports successful
systems and practices for domestic and export markets



Extend and strengthen the “Nuts for Life” strategy in collaboration with HAL,
other nut industries, governments and health and education sectors.

2. Meeting the needs of markets and consumers (quality through
the supply chain)
Rationale: The future profitability of macadamia enterprises will rest on their capacity
to apply new ways of doing business that meet the requirements of changing
markets. Market research indicates that quality and price are the major factors and
this requires best practice in production, processing and post processing handling
through to the consumer.
This area also includes industry benchmarking, developing new forms of business
models, investigating economies of scale and cost reduction strategies and ensuring
responsive and market-driven R&D as key factors in improving business
competitiveness. Potential strategies:


Establish rigorous industry benchmarking across the supply chain.



Develop methodologies for industry-wide cost reduction in production and the
supply chain.



Identify and promote profitable business models for growers backed by training
and education.



Identify and meet future human resource and skill requirements across the
supply chain.
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Support the continuation of a strong R&D system funded through industry levies
with matching government contributions.



Establish ongoing collaboration of R&D agencies in new product/technology
development and identify and commercialise profitable intellectual property.

3. Building strong supply chain relationships
Rationale: Mutual respect and understanding of roles in the macadamia industry
value chain are critical for industry resilience in future with high level collaboration
required between macadamia growers, processors and retailers and the macadamia
industry as a whole with consumers. Collaboration through the supply chain is not an
end in itself, and so it is important that the strategic plan define the points of
collaborative interest to direct co-investment and to allow monitoring of the health of
the value chain relationships. Potential strategies:


Develop vertical and horizontal linkages in the supply chain that effectively
deliver products demanded by specific consumer markets.



Identify and investigate the world‟s best supply chain systems and collaborative
relationships.



Build ongoing industry information and education on successful supply chain
models and relationships.



Develop consolidated industry information and decision support tools.



Identify and promote opportunities for increasing the capacity of the information
service sector.

4. Building strong industry capacity
Rationale: Across all agricultural industries, representative organisations face
increasing demand for industry services, policy development, and the establishment
of close working relationships throughout the supply chain. The industry requires a
strong national organisation that can lead, manage and facilitate the implementation
of the plan working closely with all appropriate agencies and networks to develop the
administrative, intelligence gathering, data analysis, market research and advocacy
capacity necessary to make a real difference to the sustainability of the macadamia
industry. Potential strategies:


Ensure strong leadership exists in the key representative organisations of the
industry



Revise the role, functions and ways of doing business of key industry
organisations to facilitate successful implementation of the plan.



Provide clarity to industry participants about the role of the industry‟s key
organisations including HAL and its levy arrangements



Support young growers/women/leaders/business networks.



Support effective industry development services, state government services and
emerging private sector services to the macadamia industry.



Provide effective and ongoing input to government policies and programs that
meet the priorities of the industry.



Coordinate industry advice and information through effective communication
channels to and from government.
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