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Critical Thinking, Lo
Sustainability, Agriculture h
& Market Opportunities -

Sustaining people & the planet

Ma  THE CLagk Group, LLC

What the heck is it?

e Critical thinking is the ability to step outside our
own world view and.....

--away from comfort zone
--look at information from another point of view

e Critical thinking gathers information from many
sources:

--BBC or Fox news?
--Rush Limbaugh or New York Times?
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The process (in short)

* Research: Capturing lots of information
¢ Debate: arguing different points of view.

» Analysis: taking the argument apart—usually thro
discussion and scholarly research

¢ Objectivity: detach from personal biases, understa

how you typically respond to challenges and think -
about how others might respond
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Why are we bad at it?

e Critical thinking is not used as often in rural
communities because.....

---we need consensus

---we are insulated

---we operate almost constantly in our comfort zone
---we think we know the answer (human nature)

---we talk to ourselves and hear what we know not
what we don’t want to know
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Oh bother.

Why do we need to apply critical
thinking to the challenges facing our
business?

Our customers are not like us

**Urban areas

defined as

population of L
50,000 OF

higher and

population

Rural / Urban Landscape

Population Density 2010 House Results

2000 U.S. population density within each
county, in persons per sq. mile: Light to dark
(yellow to blue): 1-4 (y), 5-9 (It. green), 10-24
(teal), 25-49 (dk. teal), 50-99 (blue-green),
100-249 (blue), 250-66,995 (dark blue).

S - Wikinedi
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Carbon case study: =
Thinking critically, can we trust ourselveﬁ
to not screw up? !

S

¢ How are decisions made? Are our organizations
up to the task?

e Are the questions right? What is our story?

e [s the information correct? Do we understand? !.

The Big Sustainability Kahuna? ﬁ

Carbon

e Climate change—weather variability
e Ag messed this up
e Our ag groups reacted, not proacted

¢ Didn’t really understand language—we bought into
the rhetoric (Rush Limbaugh) g

Result? We became afraid.
* We missed the critical thinking opportunity _ -
¢ Information became politicized e

» Feedback loop was limited

Positive proof of global warming.
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Carbon reductions would have paid

Now farmers will be doing it for free because...

Many of same practices now will be the cost of doing h
business in the future and g

The public and supply chain STILL cares about this.
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Cost of inaction for ag? $$

» Long-tail weather events Price Impacts of Climate Change

* More pests and disease 25.0%
e Increased costs of risk 20.0%
management 15.0%
* Global food supply 10.0% - s:l::m
challenges 5.0% I s
e Production losses PR — L U
so% Ei cffo aw  wioc
-10.0%
Source: ERS.

Figuring it out—this time

How do we say yes to sustaining people & the planet

Ma  THE CLagk Group, LLC

The new challenge

e Sustainability programs are widespread and spreading

throughout the supply chain

¢ The farm groups are struggling to catch up and learn h
(similar to carbon)—but constrained by “group think” |~ .

¢ Our tendency as an industry is a default to “no” g

¢ That means loss of potential revenue and potential i
support mechanisms to ease the inevitable transition

narrative as good actors.

Worst case? Lose the support of customers and our own | g™

What is Sustainability?

Bearable Equitable

Environment

Viable Economic
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Triple Bottom Line markets

Definition: Expanding the traditional reporting
framework to take into account ecological and
social performance in addition to financial
performance ('TBL" or "3BL)

* Covers wider spectrum of values and criteria
* Measures organizational (and societal) success

e Also known as "people, planet, profit" o
pillars®

o

r "the tﬂh-

Why are companies bothering?

¢ The future has them worried—more people=more
resource pressure

¢ The two over-arching issues are climate change
and water

« To ensure stable supply chains, we need to resolve
those issues

Projected Growth in More, Less Developed
Countries

In Billions

. Developing Countries - Developed Countries

Source: United Nations, World Population Prospects: The 2004 Revision (medium scenario),
2005,

Projected Population Growth M
eton o Tchane P
World 6,987 9,587 +2,600 1’
High Income 1,242 1,333 + o1 + 7 !
Low Income 5,745 8,254 +2,509 + 44 I
East & S.E. Asia 2,183 2,308 + 125 + 6 !
South Central Asia 1,795 2,574 + 779 + 43
Sub-Saharan Africa 883 2,069 +1,186 +134 l—
Lat. America/Carib 596 746 + 150 + 25 I
N. Africa & W. Asia 451 725 + 274 + 61

Source: Population Reference ! ﬂxv 2011 !! orld Population Data Sheet.
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M The Land Constraint M

Water A Growing Constraint (| B
o . %) * There is at most 12% more arable land available | = .4

‘ Farrﬂiers use 70% of the fresh water used in the - worldwide that isn’t presently forested or subjectto
wo.r T L . . | erosion or desertification, and... :

e With rapid urbanization, cities are likely to outbi e Loss and degradation of many soils continues:

o ;f;i::ii?;’ifgzll;z::larl:iee(;v:;j;)uble food o 3 Urba‘nizatic?n.& infrastructure construction !
production using less water than today. Biofuels =" 2 IWEV e a3 —
will add further to this challenge. ° bogen

e Water is priced at zero to most farmers, signalin_ * Desertification
that it is much more abundant than in reality andsw—| > MRl reserves
providing no incentive to use it efficiently or ado]‘ © e rideon

already existing water-saving technology.
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Nature has some fundamental Sustainability = Increased Profits

operating principles: ) *
« it runs on sunlight and other * Profit increase of 38% oF
renewable energy sources, ¢ Employee commitment is key
CaC it fi - « Adopt due to various beneficial reasons:
« it fits form to function, opt u?ft(? arious benericial reasons:
(Cradle-to-Cradle) it recyces everytrng e =
ClOSQd-lOOp « itis extremely efficient — never revenue enhancement -

product and service differentiation —
supply chain optimization and

materials risk management

Brand value

creating excess or
Model * it rewards cooperation.

Our job was to translate these e
The Next Industrial Revolution: Model prinCiples |nt0 anew mOdEI for ‘
for the Prototypical Company of the business B

21st Century . . - " "
www.interfaceglobal.com The Sustainability Advantage”, Bob Willard 2002
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Source: Accenture

Figure 1. The 50 sustainability leaders identified by Accenture’s research significantly
outperformed their peers in terms of financial returns

Three- and five-year total return to by

W Tops0 I Middle Group Il Bottom 50

GMA/Deloitte 2009 Green Shopper Study

¢ Green shoppers are a large, high-value segment of
importance to retailers and many manufacturers.

e Green shoppers visit stores more frequently,
buy more products on each trip, and
demonstrate more brand and retailer loyalty.

e This suggests that shopper marketing insights
dealing with green shoppers will prove particularly
attractive to many retailers.

i

Figure 2
Shopping

43.7%|

Bought more

33.8%

Source: 2009

behaviors of green shoppers versus all shoppers interviewed

23.7% 29.9%

Shop more often
GMA/Deloitte Green Shopper Study

i
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We are committed to sourcing all
our tea sustainably

All our tea used in PG Tips and Lipton Yellow
Label tea bags in Western Europe certified by
the Rainforest Alliance by 2010

Extend Rainforest Alliance certification to all
Lipton tea bags globally by 2015

Complete Communication Programme

Media+ KOF trips

YOUR SMALL CUP CAN MAKE
A BIG DIFFERENCE

Walmart

Supplier inabili 15Q i for

Ene Glimate: Reducing Enorgy Costs and Groonhouse Gas Emission:

1. Have you measured your corporate greenhouse gas emissions?

2. Have you opled to report your greenhouse gas emissions o the Carbon Disclosure Project
{COPJ?

3. Whatis your total annual greenhouse gas emissions reported in the most recent year
measured?

4. Have you set publicly available greenhouse gas reduction targets? If yes, what are those
targets?

Material Efficiency: Reducing Waste and Enhancing Quality

1. If measured, please repart the total amount of solid waste generaled from the facilities that
produce your product(s) for Walmart for the most recent year measurer

Have you set publicly availabie salid waste reduction targets? If yes, what are those targets?
If measured, please repart lotal water use from facilities that produce your producifs) for
Walmart for the mest recent year measured.

4. Have you set publicly available water use reduction targets? I yes, what are those targets?

wn

Matural Reseurces: Producing High Quality. Responsibly Sourced Raw Materials
1. Have you established publicly avaiiable sustainability purchasing guidelines for your direct
suppliers thal address issues such compliance, practices and

productingredient safety?
2. Have you cbtained 3° party certifications for any of the: products that you sell to Walmart?

lo and Community: Ensuring Respansiblo and Ethical Production
Do you know the location of 100 percent of the facilites thal produce your product(s)?
Before beginning a business relationship with a manufacturing facilty, do you evaluate the
quality of, and capacity for, production?
Do you have a pracess for managing social compliance at the manufacturing level?
Do you wark wilh your supply base 1o resolva issues found during social compliance

i d also document speci

5. Do you invest in community development activities in the markets you source from and/or
operate within?

Moo

e

Retail Sustainability Initiatives

Retailers are beginning to evaluate the environmental and
social performance of vendors and products

c°sm Costco has begun surveying its current and

=——wwoLesaLe Potential dairy vendors to assess animal welfare
practices and outcomes

Kroger has prioritized expanding its green living
and sustainable offerings to consumers

Safeway has developed initiatives on food safety,
‘, nutrition, and sustainability. In addition, its
- Animal Welfare Council periodically audits vendors
SAFEWAY
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McDONALD'S CORPORATE
RESPONSIBILITY

ABOUT NEWS

Values rvwswee uagATINE
suanabe Supn Lan ONE OF THE GREENESY BiG
Hutrition & Well-peing COMPANIES IN AMERICA
£Environmentnl Responsinility Read More

Emplovmens Experience

Sommunity

VIDEO

'SORT BY CATEGORY:
MOST RECENT v

The Road to
Sustaimability

P 01/14/2010 The Road to
Sustainability

01/13/2010 McDon3IC's
Australia Embraces Ecucation

10/02/2009 Globa! Animal
weitare Viceo

10/01/2009 MDONBIC'S U.S.
Animal Weifare Video

07/15/2009 McDonald's USA
Animal Weifare - Working with
the BXperts to Continuously

Good things

come from
Sysco

About Sysco Become a Customer Existing Customers Suppliers Investors Careers

Sysco Home : About Sysco : What We Do : Agricultural Sustainability

Agricultural Sustainability

Sysco Is taking a leading role in support of a new vision for agricultural practices designed to protect
the land and environment. This new vision Is a result of farming practices that began In post Worid
war ca. At that time, global demand for agricultural commodities placed Increased pressure
on agricultural practices, thus productivity gains were Increased by greater mechanization and
utilization of new technologies. Increased chemical use and specialized farming practices that favored
maximized production were implemented, creating unintentional and unfortunate consequences

These concems inciude soll erosion, chemical contamination of the aquifer, and higher levels of
pesticide residual. Additional social ramifications include the decline in the number of family farms
and the economic and sodlal erosion of rural communities.

Is Sysco's goal to ensure that highly differentiated products are successfully produced for our future generations. To that
end, our ultimate goal Is to foster the success of highly differentiated products that are profitable to all participants and
Incorporate farmer ownership and control.

Through a series of initiatives, Sysco Is contributing to environmental stewardship and rural social vitality.
Integrated Pest Control ._using environmentally-friendly pesticides only as necessary
Buy Local, Sell Fresh...a local food system Initiative supplying organic food items

Ag-In-The-Middle Procurement __ family-owned farms produicing value-a0ded products

mprove. Business Coalition for More Food ...using lly-friendly icides only as y
U.S. Dairy Footprint: Sources of GHGs and Phase 1 Projects
16.5
million
59%
L i

o
L2

Total Emissions:
28 Million Metric Tons CO,e

5.8
million
21%

tons of CO,e*

2.0
million

1.9
million ¢ Lo
7% million il

port/ =
(et M

Farm Energy

AuditProgram

Cowofthe

Future

By l .

Undﬂgronnd cp S

How do we respond?
....making new friends,
changing and thinking
“different”

Issues to Watch
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Not all environmental groups are created
equal . . . Aim for connections with these

groups

EDFes

ENVIRONMENTAL >

DEFENSE FUND
Finding the ways that work

TheNature @
Conservancy 2

Protecting nature. Preserving life” CONSERVATION O
INTERNATIONAL

E P

Do we really understand our
role?

Redefining Sustainability in the Sector

Means Less
Deforestation
There

Scale, Precision &
Efficiency Here

The Advantage of Size

¢ The ability to aggregate and analyze
multiple pieces of data from elevation to
soil nutrient value, will require expensive
equipment.

e While precision GPS planters and
irrigation units and other machinery are
currently available, they are not
commonly used by small-scale farmers
because of the up-front capital cost.

* However, large-scale producers are at the

forefront of this technological adoption
because it reduces their input costs.

Source: Paul Hollis, Western Farm Press, April 2010: 6.

10
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The Advantage of Size

Soil Fertility

e Looking at the issue of scale and efficiency, a
recent Stanford University study found that
high-yield Agriculture actually slows the pace
of global warming because it results in more
yield/acre or unit of land and therefore, less
need to destroy carbon-soaking environments
like the rainforest.

Source: Science Daily, "High-Yield Agriculture Slows Pace of Global
Warming, Say Researchers," ScienceDaily.com, 6 14, 2010,
www.sciencedaily.com/releases/2010/06/100614160209.htm (accessed
10 6, 2010).

Precision Irrigation Re-thinking GMO
“I daresay the environmental movement has done
more harm with its opposition to genetic
engineering than with any other thing we’ve been
wrong about. We've starved people, hindered
science, hurt the natural environment and denied
our own practitioners a crucial tool”

>y

Stewart Brand, Whole Earth Discipline: An Ecopragmatist Manifesto
(New York, NY: Viking, 2009).

ML AE
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Assess Environmental Performance M

?

Best Management Practices (BMP)

e Practices that are suitable for reducing impacts to
environmental quality are known as best
management practices or BMPs.

» Apply continuous improvement thinking to these
emerging business issues—not just financials
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USDA Secretary Vilsack

e “The sustainable intensification of agricultural
systems can ensure food security, avoid deforestation
and desertification, promote environmental
stewardship, and meet the emerging demands for
fiber and fuel.

¢ To do this we must fully embrace research and
productivity-enhancing measures at all levels and
scales”

USDA Sec Vilsack speaking to the UN Climate Change Conference in
Cancun; Dec 9, 2010

-
oo

Our challenge =

¢ Understand where our industry is e |
e Take a hard look at the marketplace E
e Understand why others are worried, very worried

» Do what we can to not just “tell our story” (people rrm
not care) but respond responsibly L

And last but not least

We can do better—honesty is the first M
step on the path toward wisdom =

The consequences of today are determined by the h
actions of the past.

To change your future, alter your decisions today

12



12/6/2011

| GIORAL WIRMING AXS OF EVIL
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