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 AGRIBUSINESS 2.7 Internally assessed
4 credits

Demonstrate understanding of future proofi ng infl uences that affect 
business viability

Agribusinesses are any primary industry businesses that are involved throughout the primary production 
value chain, including the manufacture, production operations, storage, processing, distribution of product 
and supplies, marketing of primary products and items made from them, along with support industries such as 
fertiliser companies, veterinarians, rural consultants and accountants.

Primary industries form the basis of modern primary production and comprise a group of sectors, including:
• agriculture
• aquaculture
• dairy manufacturing
• equine
• forestry
• horticulture
• seafood
• sports turf.

 Achievement Standard 91865 (Agribusiness 2.7) involves demonstrating understanding of future-proofi ng 
infl uences that affect business viability.

Topics covered follow.
• What is future proofi ng?
• The importance of future proofi ng for an agribusiness.
• How future proofi ng has an impact on the long-term viability of an agribusiness.
• What are the future proofi ng infl uences that affect agribusinesses?
• Predicting the impacts and the consequences of infl uences on an agribusiness.
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Unit 1 – Future proofi ng
Agribusinesses in New Zealand primary industry are impacted by many issues that are outside their control. Some 
of these are environmental legislation, climate change, food safety, market trends, technological disruptions, 
biosecurity, and the ‘conscious consumer’. To be successful and to remain viable, an agribusiness needs to 
respond and adapt to future-proofi ng infl uences and their associated impacts.

Future-proofi ng infl uences are broken into groups, some of which are economic, environmental, political, 
cultural, social, ethical, technological, biological, scientifi c and legal. Agribusiness need to plan and anticipate for 
these infl uences, i.e. need to future proof. Future proofi ng is the understanding of infl uences and their impacts on 
an agribusiness. Good future-proofi ng is having the foresight to limit these impacts or maximise opportunities, so 
that the business remains viable for the future. If businesses are not aware of the infl uences or are slow to adapt to 
them, a business may no longer be viable.

Example: Zespri 
Zespri, a New Zealand kiwifruit marketing cooperative, sells kiwifruit globally. Zespri sales worldwide 
amount to approximately $1.9 billion; it is predicted that they will reach $4.5 billion by 2025. To 
enable Zespri to stay ahead of overseas business competitors and to remain dominant in the world 
market, Zespri has identifi ed a number of issues that affect areas of its business operations. By 
identifying and responding to these issues, Zespri is future proofi ng its business.

Issues identifi ed follow.
(1) Small number of commercial varieties of kiwifruit

The key commercial kiwifruit cultivars supplied by Zespri – Hayward (Green), Green14 (Sweet 
Green) and Gold3 (SunGold). Kiwifruit is a seasonal product, reliant on good growing conditions 
and being free from disease. As growing conditions change from season to season and year to 
year, Zespri has identifi ed that this is an area in which new kiwifruit cultivars could not only extend 
the growing season, but also meet consumer demands and improve harvest timing and storage 
keeping. In 2010, the disease Psa-V decimated crops of the Gold cultivar (Hort16A), production 
was down and Zespri’s returns plummeted – Zespri needed to future proof to ensure that 
something like this did not happen again.

(2) The need for high quality control of all aspects – from growing and packing through 
to marketing
Zespri’s consumers want a kiwifruit that, no matter where it has been grown, will be of the same 
quality. At harvest, the two key attributes of quality are brix level and dry matter. Brix level is 
the indication of how high the sugar level of the fruit is. Brix levels need to be higher than 6.2% 
for Hayward and 8% for Gold kiwifruit. Dry matter is what is left over once the water has been 
removed from fruit – dry matter determines taste. When kiwifruit dry matter is 14.5%, 46% 
of consumers like the fl avour of the fruit; but, when dry matter rises to 15.5%, only 40% of 
consumers do. Zespri needs to future proof to ensure that the fruit are picked at the correct time to 
get optimal brix levels and dry matter percentages.

(3) The need to have year-round supply
Consumers demand fresh kiwifruit 12 months of the year; however, even with the use of cold 
storage, kiwifruit can only be supplied from New Zealand for 8 months of the year. Zespri has 
identifi ed that in order to future proof, it needs to be able to supply kiwifruit during the four 
months that kiwifruit is unavailable here in New Zealand.

(4) The need to grow new markets
For many years, Zespri has had a strong market presence in Japan and throughout Europe in Italy, 
Germany, and Belgium. However, to ensure that the business remains dominant in the world market, 
it has established other markets in other parts of the world such as Asia, particularly China.
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Your social inquiry (2)
1. Think about the topic, issue, idea or theme that you are interested in. What particular part of the topic are 

you going to focus on?

2. What is your umbrella/overarching question or specifi c focus?

Conceptual understanding
Considering your chosen specifi c focus, you should think about what the key concepts are that are important, 
what the conceptual understandings about society are that you want to focus on, and what you would like to 
investigate further.
• Key concepts are the underlying ideas or theories that the topic will cover.
• Conceptual understandings are the big ideas or the generalisations that you should have found out by 

the end of the inquiry.

Example: Using crickets for protein
Key concepts
Uses, organisms, crickets, biosecurity, sustainability, resources, decision making, community action, 
infl uences, current and future needs.

Conceptual understandings
• Understand how the use of crickets for protein might meet New Zealand’s future needs.
• Understand how the different external infl uences affect the decision-making processes on using 

crickets for protein.
• Being able to predict the short- and long-term impacts of the use of crickets for protein.
• Being able to conduct and carry out a social inquiry.

Your social inquiry (3)
1. What will be the key concepts in your chosen focus?

2. What conceptual understandings do you want to know about from your chosen focus?
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Focus of learning
You now need to consider what things you need to know when investigating the topic. For example – examining 
ideas about our society, exploring values and perspectives, fi nding out what the external infl uences are, and 
considering people’s decisions and actions.

For instance, if you were using crickets for protein as your focus, you could consider the following.
• The implications for New Zealand of using crickets for protein and who may be affected.
• Which external infl uences could have an impact on future needs both globally and locally.
• What the consequences of cricket use on New Zealand’s resources and the environment might be.
• How could community members be involved in the inquiry and help you with your understanding?
• What possible advantages might there be to the community in helping you with your inquiry?

Your social inquiry (4)
1. What will you need to consider when investigating your topic?

2. What questions could you ask members of society about your topic?

3. Which groups in society will you ask about their ideas and perceptions?

4. Whose values and perspectives will you explore?

5. What are your personal prejudices or biases on this topic?
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Succession planning
Succession is the replacement or change of ownership or governance of a business. Many of New Zealand 
agribusinesses, particularly the land-based ones, are family owned and operated. The average age of current 
owners is close to 60, so the big challenge over the next decade is the effective succession of these businesses. 
Agribusinesses without a succession plan are less likely to prosper under new ownership or governance, which 
has fl ow-on effects for the wider New Zealand economy. Succession planning is the process and transition of 
having to replace an owner of a business or replace a leader in a governance role within the agribusiness – due 
to retirement, death, or a departure for other reasons. The succession process needs to be well planned to ensure 
a smooth transition in terms of business fi nancial security, and to ensure that the best people are able to be 
developed, or attained, to take over governance of the business. The management team of an agribusiness needs 
to have a succession plan for the sake of outgoing owners, new owners, and the business that the management 
team has built. Planning for succession needs to be well in advance of outgoing owners leaving, at least 3 
years if possible, so that suffi cient capital can be attained, particularly if funding a new generation into a family 
business, so that the new owners are able to sustainably continue to operate the business. The management 
team of an agribusiness needs to be aware of what the succession plan is so that this management team can 
successfully carry out the plan through the strategic needs of the business.

Example: Greenlea
Greenlea is a family owned and operated red-meat processing 
business founded by Peter Egan in the early 1990s. Today, 
Greenlea is still managed by the Egan family – Peter’s son 
James is chairman of the Greenlea Board of Directors and Tony 
Egan, Peter’s nephew, is managing director. Peter’s other 
children – son Simon and daughter Caroline – are also directors 
on the Board. The Egan’s family involvement is refl ected 
throughout the business and they have both a governance and 
an ownership succession plan integrated into Greenlea.

Capital needs
Capital is usually a large sum of money required to start, expand or develop a business. Capital is used to 
purchase the buildings, plant or machinery necessary to produce goods and services or to make production more 
effi cient. The type of business structure is determined by the agribusiness’s need for capital investment and is 
dependent on a number of factors, such as:
• how much control of the business is desired
• the amount of liability
• length of time fi nance is required
• security of investment or business
• existing levels of debt.
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A new agribusiness is usually a high-risk investment and banks often will not lend money until the business 
has become successful. The bank may provide a small loan or an overdraft but usually not a mortgage or large 
revolving credit arrangement. Therefore, owners must fi nd other ways to fi nance their business, and this can 
dictate how the business will be structured. For example, some ownership structures require the owners to 
initially invest their money into the business, called equity financing, which will allow them to form and build 
the business. The agribusiness receives fi nancing money and in return provides company stock to the owners. 
Essentially, it is a payment in exchange for partial ownership in the business. Additionally, the size of the 
agribusiness can be limited by the capital available to the owners. For example, sole traders can fi nd it diffi cult 
to get loans and banks often require sole traders to mortgage private assets. Thus, the business structure chosen 
will often depend on capital needs.

Example: Ballance Agri-Nutrients

Ballance Agri-Nutrients has a co-operative business structure which requires the owners, in this case the 
shareholders, to contribute capital (a minimum of 30 shares at the current share price of $8.10 – this 
would be an initial outlay of $243) for the business. A customer does not have to be a shareholder 
to buy Ballance Agri-Nutrients products. Shareholders profi t from the business in proportion to their 
investment – the greater the investment, the larger their rebate on products purchased. This works 
for Ballance Agri-Nutrients as its strategic needs are focused not only on profi t but also on better and 
more diverse nutrient products and services. Farmers and growers who invest in Ballance Agri-Nutrients
choose to work together to achieve business goals that may not be possible, or as easily achieved, 
through individual or separate effort.

What are strategic needs?
1. Write a clear defi nition for each for the following phrases.

 a. Strategic needs:

 b. Strategic goals:

 c. Succession planning:

 d. Capital needs:

2. How could you acquire capital to start up a business, meet initial requirements and ongoing requirements, or 
fund future developments?

Answers
p.  234
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Lease of land/plant/stock
Leasing is a way of obtaining land or stock without having a business supplying the money itself. The business 
does not own the asset; rather, the business pays rent or a fee for the use of the asset. Generally, the cost of 
leasing is more than the borrowing cost would be on 100% fi nance, but there are advantages such as no security 
is required, there is no risk of a reduction in asset value, the set fees are known so the cash fl ow forecast can be 
set, and the asset can be upgraded or replaced easily and usually at no cost to the business leasing the asset.

A number of factors may affect fi nance, and agribusinesses should be aware of them. Possible factors follow.

Interest rates
An interest rate is the amount of interest due per period and is a proportion of the amount lent, deposited 
or borrowed; it is usually set as a percentage. The interest rate is infl uenced by the amount of money lent and 
length of time the money is lent or borrowed. Interest rates are generally around the Reserve Bank’s Offi cial Cash 
Rate level. When interest rates increase, agribusinesses spend less on goods and services and investment; when 
interest rates are lower, agribusinesses will spend or borrow more to invest, as the cost of borrowing decreases 
and this will make projects cheaper to implement.

Different types of interest rate options follow.

Fixed rate
A fi xed rate is an interest rate that is set for a specifi c period 
of time. This makes cash fl ow budgeting easier, as a business 
knows how much it will have to pay each month; but there 
may be restrictions or penalties if the loan is repaid or the 
loan amount is changed before the end of the specifi ed 
period of time.

Higher 
interest 

rate

Lower 
interest 

rate

Fixed rate

Floating interest rate

Floating interest rate
With a fl oating interest rate, the interest rate fl uctuates 
to refl ect the changes in the market interest rate – thus loan 
repayments also fl uctuate, making cash fl ow forecasting 
more diffi cult. Principal can usually be paid in lump sums or 
in full at any time.

Capped interest rate
A capped interest rate is an interest rate that is allowed 
to rise and fall with changes in the market interest rate but 
which cannot pass a stated interest rate. Loan repayments 
will differ, making cash fl ow forecasting more diffi cult; but, as 
the interest rate cannot exceed a particular rate, the business 
knows what the worst-case scenario is and can plan for it.

Higher 
interest 

rate

Lower 
interest 

rate

Cap

Uncapped interest rate

Capped
interest rate

Range interest rate
A range interest rate is an interest rate that lies between 
a predefi ned set of interest rates, one high (cap) and one low 
(fl oor). This type of interest rate enables a business to know 
that the interest rate on the loan will not drop below the 
fl oor rate nor will the rate go higher than the cap rate. This 
is a good interest rate option for a business as it allows the 
business to plan its cash fl ow but also to capitalise on paying 
less interest on its loan when it can. 

Higher 
interest 

rate

Lower 
interest 

rate

Cap

Floor
Range interest rate
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Security
When borrowing money, a bank usually wants some form of security over a loan. The security for a loan refers 
to asset(s) pledged or mortgaged to the lender – if the borrower is unable to make the necessary principal and 
interest payments on the loan, the lender has the legal right to take possession of the mortgaged assets. The 
lender typically sells the assets and the proceeds are used to pay off the loan. Assets which are pledged or 
mortgaged as security are called loan collateral.

Secured loans
A secured loan is one for which an asset is mortgaged to provide collateral for the loan. Lenders favour secured 
loans, as it gives them greater assurance that the loan will be repaid. Land and buildings (real estate) provide 
collateral for long-term loans. Machinery and stock may be used as collateral for immediate or short-term loans.

Unsecured loans
A borrower with good credit and a history of prompt loan repayment may be able to borrow some money on the 
promise to repay without pledging any specifi c collateral. An unsecured loan will always have a set period for 
repayment. Some short-term loans may be unsecured, although it is possible to mortgage non-breeding livestock 
and growing crops to provide security.

The fi nancial package
It is important to understand what services lending institutions are offering, how their services are going to 
benefi t the agribusiness and what costs are associated with these services. Borrowing money can be a major 
expense for an agribusiness, so a business needs to be prepared to invest time and effort into ensuring that 
fi nancial arrangements are appropriately made. There are many components to any fi nancial package that can 
infl uence the cost of borrowing capital.

In most cases, all the costs of borrowing are negotiable. The work that the lender has to do in analysing a 
proposal also has a bearing on cost. If a full Business Plan and Capital Profile from the business are presented, it 
puts the business in a strong position to negotiate costs and fees. Being organised shows good management 
ability and strong business sense, and means it is more likely that a business will receive the capital asked for.

Interest rate
The interest rate offered by a lending institution will depend on the level of risk involved and on the wholesale 
interest rate. This can be a set, fl oating, capped or fi xed rate for the whole period of loan, and is easily accounted 
for in the business’s cash fl ow forecast.

Loan application fees
The loan application fee will vary depending on the lending institution, the proposal, and the information the 
applicant provides. The more fi nancial information provided (budgets, cash fl ow forecast, etc.), the greater the 
chance of reduced fees. Loan application fees are negotiable, and vary from no cost to 1% of the amount to be 
borrowed.

Bank fees and charges
These vary from a fl at fee on a monthly basis, to a charge per transaction, or a combination of both, such as per 
electronic transfer. Electronic banking usually has reduced costs.

Service commitment fees
These fees are charged on some short-term loans – e.g. the ability to have seasonal fi nance when required.



ISBN 978-1-988548-48-7 © Copying or scanning from ESA books is subject to the provisions of the Copyright Act 1994.

Achievement Standard 91865 (Agribusiness 2.7)
 Future proofi ng (page 3)
1. a.  A primary industry business involved throughout the primary 

production value chain – including manufacturing, production 
operations, storage, processing, distribution of product and supplies, 
marketing of primary products and items made from them, along 
with support industries such as fertiliser companies, veterinarians, 
rural consultants and accountants.

b. Primary industries form the basis of modern primary production and 
comprise a group of sectors including agriculture, aquaculture, dairy, 
agricultural manufacturing, equine, forestry, horticulture, seafood and 
sports turf.

c. Understanding the infl uences on a business that could affect viability.

d. Issues that could affect business viability – such as economic, 
environmental, political, cultural, social, ethical, technological, 
biological, scientifi c and legal issues.

2. Agribusinesses in the New Zealand primary industry face many future 
proofi ng infl uences outside their control which they cannot stop but 
which have an impact on the business – e.g. environmental legislation, 
climate change, food safety, market trends, technological disruptions, 
biosecurity, and the conscious consumer. To be successful and to remain 
viable, agribusinesses need to respond and adapt to future proofi ng 
infl uences and their associated impacts.

3. Agribusinesses that predict and understand possible future proofi ng 
infl uences that may affect their business will be able to respond, adapt, 
and have a greater chance of remaining viable and successful in the 
short- and long-term future.

4. a.  Zespri is a New Zealand kiwifruit marketing cooperative that sells 
kiwifruit globally.

b. Small number of commercial varieties of kiwifruit; need for high-
quality control of all aspects – from growing, packing and marketing; 
need for year-round supply; need to grow new markets.

c. i.  Economic, environmental, cultural, social, technological, 
biological, scientifi c.

ii. Other future proofi ng factors that may have an impact are 
political (e.g. negotiating free-trade agreements with overseas 
governments), ethical (e.g. having a code of conduct for 
operating in an ethical manner), and legal (e.g. Government food 
safety requirements and certifi cation processes).

 Importance of future proofi ng (page 7)
1. To meet present and future needs and to ensure business viability for 

future generations.

2. So owners and managers make good business decisions about how they 
might overcome, prepare for, utilise, or mitigate future impacts.

3. If an agribusiness does not future proof and is not aware of future 
proofi ng infl uences, issues and challenges that it might face in the future, 
the business might suffer. The consequences to the agribusiness are a bad 
reputation (so fewer consumers will purchase from it); poor profi tability 
or the business makes a loss (reducing profi ts to shareholders, or 

reducing capital put back in to the business to upgrade technology), 
and lack of innovation or technology to keep the product in demand by 
consumers. If any of these things happen, an agribusiness is at risk of 
unsustainability and unviability in the long term and may need to close 
down.

4. STEEPLE analysis is a simple tool that can be used by agribusinesses to 
help owners identify the future proofi ng infl uences that may have an 
impact on their business. It covers seven future proofi ng infl uences.

5. STEEPLE
Societal, Technological, Environmental, Ethical, Political, 
Legal, Economic

PESTE Political, Economic, Social, Technological, Environmental

PESTEL
Political, Economic, Social, Technological, Environmental, 
Legal

PESTTG
Political, Economic, Social, Technological, Megatrends 
(‘megaTrends’), Globalisation

SLEPT Social, Legal, Economic, Political, Technological

6. Demographic shifts, changes in weather patterns, developing agricultural 
technologies, increasing value chain integration.

7. Megatrend Future proofi ng infl uences 

The rise of the consumer Social, Ethical

Ageing population Social, Economic, Cultural

The rising middle class in emerging 
global economies

Social, Economic

Environmental sustainability Environmental, Social

Food security Social, Environmental

8. Dairy-free products are a rising megatrend in the food industry, so this 
will in time have an impact on cheese production. A dairy-free cheese 
will probably use a plant-based cheese-like ingredient instead of milk. 
Alongside this, there will be cheese made with combinations of milk and 
a plant-based ingredient.

9. Students’ own answers. Check your answers with your teacher.

 What is viability? (page 12)
1. a.  Ensuring the continuity of a business to meet current and future 

needs.

b. Ability of an agribusiness to keep up with changes in the external 
environment.

c. Exercise of guardianship, where the business is responsible for 
protecting (and/or growing) resources for future generations; i.e. not 
just interested in the short term.

2. On long-term survival and ability to make a profi t every year of its 
existence.

3. Short-term viability is usually under 5 years. Long-term viability is usually 
over 10 years.

4. Long-term viability – by meeting current needs and anticipating future 
needs of its clients.

 ANSWERS
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