
The Changing Chinese  
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Creating Shared Value  
and Future Impacts  
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Presentation Notes
Slide 1: 
Good morning. Thank you to IFAMA for convening this inspired event and for inviting me to speak with you today.  My topic – which focuses on the agricultural impacts of changing consumer patterns around the world – is particularly pertinent here in China, a country that is very important to our business. 

I will present an overview of the major current and future trends shaping global food consumption – particularly the rapid rise of the middle class in China as well as in other developing countries – and explore how these trends are impacting the agricultural world.  It is no secret that the world’s food production industry faces significant challenges in feeding our planet’s growing population. However, the explosion of middle class consumers here in China and around the world has created an even greater set of challenges that agriculture must address.  

I will also share with you the steps that Novus has taken and is taking to help feed the world wholesome and nutritious food produced sustainably. We believe that identifying, practicing and creating shared value with other stakeholders throughout the value chain of food production can help achieve regional and global agriculture industry goals.
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Slide 2:
Over the next 20 minutes, 950 babies will be born in China; 827 babies will be born in India; 221 babies will be born in the US.
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In the 20th Century, the World 
Population Tripled 

 

1B 
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Slide 3:
It is estimated that the population of the world reached 1 billion for the first time in 1804. It would be another 123 years before it reached 2 billion in 1927, but it took only 33 years to rise by another billion people, reaching 3 billion in 1960. The population reached 7 billion as of October 31, 2011.
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Global Challenges,  
Global Opportunities 

Presenter
Presentation Notes
Slide 4:
Despite a significant growth in food production over the past 50 years, one of the most important challenges facing society today is how to feed an expected population of some nine billion by 2050. 

We need to produce 100 percent more than we do today. The FAO expects that by 2050, globally 90 percent (80 percent in emerging markets) of the growth in crop production will come from intensification, in particular higher yields and increased cropping intensity. The other 10-20 percent will come from expansion of arable land.

Further, the FAO concludes that 70 percent of the world’s additional food needs can be produced only with new and existing agricultural technologies.
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A Dynamic & Changing World: 
Population 

Presenter
Presentation Notes
Slide 5:
The number of people on earth is rising by 75 million people per year. The majority of this growth is occurring in developing countries where incomes are rising and as a consequence diets are diversifying. Developing countries will play an increasingly important role in the global economy and growth in food demand over the next decade. 
 
Urbanization, Income and Preference also important considerations in the increasing demand for food. 

As noted in the World Economic Forum’s annual briefing – By 2050, the world will experience a near doubling of the urban population to 6.2 billion – 70% of the projected world population of 8.9 billion. This means that we will have to build the same urban capacity (housing, infrastructure and facilities) in the next 40 years that we have built over the past 4,000 years.
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Growth of Middle Class 
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Presentation Notes
Slide 6:
China, in addition to other expanding nations around the globe, is at a historical turning point. It is confronting enormous issues, not the least of which is to try to fill agricultural productivity gaps to feed its growing population.

The rise of China’s middle class, for example, is driving food prices higher and higher. China has an increasing income gap between its growing middle class and lower class members society, many of whom cannot afford to feed themselves or their families, and many of whom resort to eating spoiled food that makes them sick because that is all they can afford to buy.

People in urban areas use refrigerators to store food. Since 2009, sales demand for refrigerators in China has been growing by more than 35 percent a year. For example, in 1980 China produced 50 thousand refrigerators; in 2004 it manufactured 30 million, but not nearly enough to store the food that China needs.
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Growth of Middle Class 
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Presentation Notes
Slide 7:
To buy food, of course, we drive to the store. The Chinese, particularly its booming middle class, also want to drive to the store. In order to have as many cars per person as the US does, China will need 30 percent more cars than exist worldwide today.  Driving then in China alone would burn 98 million barrels of oil a day – that’s about 15 million barrels per day more than the world currently produces. 
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Economic Growth in China 
 

Presenter
Presentation Notes
Slide 8:
Between 2000 and 2010, China’s economy tripled in size. Investment was the biggest driver of growth, while private consumption declined by 13 percent in the same period. Lower growth globally then raised questions about China’s growth momentum, whether it could continue over the next decade and where it would come from.
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Agricultural Impacts 
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Presentation Notes
Slide 9:
Here is an example of consumption growth and its agricultural impact in China:  

While China’s population has been growing, pork consumption in China also has been expanding. Today, China is importing pork because its swine herds have been decreasing – in 2011-2012, they decreased by more than 20 million head, squeezing supply and boosting pork imports by 7.9 percent in 2012. 

Based on current trends, China’s level of pork imports will continue to grow. The FAO notes that population growth in China and East Asia is expected to generate substantial increases in feed demand and this, in combination with other factors, will generate the likelihood of global stress in food markets.
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Effects of Urbanization 
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Presentation Notes
Slide 10:
China’s current rate of urbanization will continue. By 2020, about 850 million people, representing approximately 60 percent of its total population, will live in urban areas – up from about 650 million in 2010. Approximately 20 percent of these 850 million will be first-generation migrants from rural areas. While the process of urbanization fuels growth of consumer markets by widening affordability and availability of some goods, it also contributes to the agricultural productivity gap by increasing the need for more and different types of foods to satisfy China’s diversifying middle class tastes.
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Over the Next 10 Years 

 
•  China GDP will grow 7.9% 
 

•  United States GDP will grow 2.8% 
 

•  Germany GDP will grow 1.7% 
 
 

Presenter
Presentation Notes
Slide 11:
Research by McKinsey & Co. suggests that, barring major world economic shocks, China’s GDP will continue to grow at an annual rate of about 7.9 percent over the next ten years, compared with 2.8 percent in the United States and 1.7 percent in Germany. The difference is that consumption, rather than investment, will be China’s driving force. China is already an import-dependent food economy. Consumption will account for 43 percent of total GDP growth by 2020.
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Filling the Productivity Gap 
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Slide 12:
Meeting the world’s demand for food within agriculture’s existing environmental footprint will require increasing productivity growth to at least 1.75 percent annually from the current 1.4 percent.  
 
Technology and Innovation will be key to filling the Agriculture Productivity Gap.
 
There are risks to future agriculture productivity growth that must be formally recognized and managed through technology, innovation, best practices, policy and the creation of shared value.
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The First Green Revolution 

“To feed our growing global population, we will have to 
produce the same amount of food in the next 40 years that 

we previously produced in the last 10,000 years.” 
      -Norman Borlaug  

Presenter
Presentation Notes
Slide 13:
The Green Revolution – a period from around 1960 to 1990 when there was a tremendous boom in agricultural productivity around the world -- taught us new ways to maximize productivity. These initiatives are credited with saving more than a billion people from starvation. It involved:
-Development of high-yielding varieties of cereal grains
-Expansion of irrigation infrastructure
-Modernization of management techniques
-Distribution of hybridized seeds, synthetic fertilizers and pesticides to farmers 

Despite criticisms, the Green Revolution forever changed the way agriculture is conducted worldwide, benefiting people of many nations in need of increased food production. 

The present and future of agriculture will rely on many lessons learned through the Green Revolution, and through current and developing efforts throughout the value chain to reduce waste and advance continuing improvements in information technology and transfer. 
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Information Technology in 
Agriculture 

• Improved crop management – satellite and GPS 
• Improved access to market information – mobile phones 
• Improved supply chain efficiencies – satellite and remote 

monitoring technologies 

 
 
 

Presenter
Presentation Notes
Slide 14:
Information technology offers many opportunities for addressing challenges to increasing global agricultural output, and will continue to play a central role as we work towards the goal of feeding a growing global population. 

While further advancements in IT are necessary, the agriculture industry has made significant progress in the adoption of technologies to support greater production efficiencies throughout the value chain. 

Satellite and GPS systems are increasingly being used to improve crop management. 

In addition, mobile telecommunications connect farmers (from large, industrialized to smallholder) to markets, finance and education, making it possible to monitor resources and track products.  
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How to Meet Consumption 
Demands 

Improved  
Technology 

 

Improved  
Nutrition 

 

Improved  
Management 

 

 While delivering 
the highest level 

of food safety 
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Presentation Notes
Slide 15:
Working harder and smarter to improve agricultural production efficiency to meet consumer demands also means we must intensify our focus on improved nutrition and improved management while delivering the highest level of food safety. Yet we face extremely complex issues in addressing Chinese and world consumer demand.
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We are Facing Complex Questions 
& Issues 
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Presentation Notes
Slide 16:
The approach to meeting the world’s requirements for food cannot simply be reduced to maximizing productivity exclusively. While today the world produces enough food to feed our existing population, 1 billion people suffer from malnutrition and food insecurity. 
The issues we face are intricate and often are outside of the direct scope of agriculture practitioners.

The common denominators to address these issues include:
- Improvements in information technology that can be implemented, accessed and applied across borders and many geographic areas and communities.
- Greater collaboration frameworks for major stakeholder groups, particularly among scientists, agriculture practitioners and policy makers. 
- Improved nutrition and improved management while delivering the highest level of food safety. 

As I will discuss momentarily, Novus maintains high-level commitments to help improve production around the globe, and we invest in each of these common denominators. Another aspect of our commitment is to help share systems and methodologies that we know work well in other countries, and applying technologies to improve output and reduce waste.
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Tremendous Genetic Evolution 

Year : 1957 

Time to Market: 120 days 

Average Weight: 1.4 kgs 

Average Conversion : >3 

Year : 2001 

Time to Market:  42 days 

Average Weight: 2.6 kgs 

Average Conversion : 1.7 

Year : 2030 

Time to Market:  38 days 

Average Weight: 3.5 kgs 

Average Conversion : 1.5 

Source: Havenstein, et. al, Journal of Poultry Science 2003 and Novus Analysis 

Presenter
Presentation Notes
Slide 17:
Genetics and nutrition have taken the protein industry a long way over the past decades in regards to increased protein production and this technology will continue to evolve.
 
Strategic nutrition combined with quality genetics are the key to achieving an animal’s full potential. Today we are achieving an average of 70% of genetic potential in broilers.
 
Nothing illustrates the power of selection in breeding better than this extraordinary change. This effect has not been confined to chickens: The milk yield of dairy cattle shows similar linear improvement.
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Differences in Dairy Productivity 
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Presentation Notes
Slide 18:
Differences in dairy productivity between China, Mexico and the US:
 
Improvements in technology from genetics, management and nutrition have allowed the US to achieve greater production efficiencies, although these efficiencies vary around the world. 
 
We expect efficiency to increase globally due to these improvements. An advantage of fewer, more efficient animals is less stress on the environment…. Fewer animals results in fewer green house gas emissions and less excretion into the environment.
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The Novus Story 

• Born in 1991 out of the scientific heritage of Monsanto   

• Growing under Mitsui and Co, (USA) Inc. and Nippon Soda Co, 
Ltd.  

• Multiple product families based on science 

• Portfolio leveraged across multiple species in global markets 

• Programs designed to address customer ROI and challenges 

 

 

Presenter
Presentation Notes
Slide 19:
Now that I have discussed some of the background, I would like to share with you the story of Novus.
 
Novus creates Health through Nutrition  products for livestock, pets and people. 
 
-Sales totaling over 1 billion  USD
-We have grown from 150 employees working in a handful of countries to over 800 people conducting business in more than 100 countries
-Serve more than 3,000 customers globally

To meet world food demands, we must produce more with less. Many Novus technologies are focused on improving the efficiency of livestock production and reducing cost. 

Our solutions include feed supplements, amino acids, preservative pre-mixtures, health control solutions for livestock, organic trace minerals, feed preservatives, aquaculture feed additives, nutritious feed ingredients and many other specialty ingredients. 
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Our Global Footprint 

Presenter
Presentation Notes
Slide 20:
Novus’s global headquarters is located in St. Charles, Missouri, but we have regional headquarters, sales offices, manufacturing facilities and research centers in over 50 locations around the world.

We are a global industry leader, with multiple touch points in the value chain of agriculture. 

We are also a recognized leader in sustainability.  
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Vision 
To help feed the world 
affordable, wholesome 

food and achieve a higher  
quality of life. 

Mission 
Make a clear difference in 
sustainably meeting the 
growing global needs for 

nutrition and health.  

Core Values 
 

Maximize Long-Term Customer Satisfaction 
 

Provide Products with Demonstrable Value 
 

 Act with Integrity 
 

Protect Our Employees, the Public 
and the Environment 

 
Seek Excellence from all Employees 

 

Our Mission, Vision & Core Values 

Presenter
Presentation Notes
Slide 21:
In our first year of business, we put into place the corporate Vision “to help feed the world affordable, wholesome food and achieve a higher quality of life.” 
 
We were a small, business-to-business company with two products for the poultry industry, but we understood that Novus’s core knowledge of health and nutrition related to poultry could be beneficial to other species.
 
Our success is based on Science-through an understanding of our customers’ needs and the factors that drive our market today, we approach the agriculture industry through four major program categories:

-Animal Well-Being
-Performance
-Food Safety
-Environmental 






22 

Evolution:  
Markets and Product Family 

Organizational 
Infrastructure 

Marketing & Sales 

Distribution & 
Manufacturing 

 
Research & 
Development 

Legal & Regulatory 

Programs 

Gut Health 

Nutrition 

Feed Quality 

Global 
Expansion Markets 

Presenter
Presentation Notes
Slide 22:
Novus was founded upon one product for the poultry industry. Our first product, Alimet, a nutritional supplement, set the standard for sustainability for the more than 100 products Novus has brought to market.
 
As we looked at ways to grow our business into new markets, Novus research scientists discovered ways to apply our company’s core expertise in poultry health and nutrition to other animal species and industry segments. Building off of our knowledge of solutions for the livestock industry, Novus branched out to form Novus Nutrition Brands (NNB). NNB is a subsidiary of Novus, comprised of Arenus, Novus Pet Nutrition and Stratum Nutrition. 

Our external growth enables us to better serve our customers worldwide, by understanding local needs, resources and constraints. It is consistent with our commitment to continuously identify new approaches to improve the health of animals and humans. 

We connect with our customers at the local level, work with them in their own communities and understand their needs in a meaningful way. 
By taking the time to strategically build this localized employee base and operational infrastructure to serve customers, we have created competitive differentiation and a market knowledge that cannot be replaced through research or distributor relationships. This strategy also identifies and builds shared value.
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• Efficient Use of Raw Materials and Local Feed Ingredients 
 

 
 
• Water Quality  
 

 
• Improved Nutrition  
 
• Carbon Footprint Benchmarking  
 

Novus Technologies & Innovations 
for Sustainable Agriculture 

cassava jatropha sorghum 

Presenter
Presentation Notes
Slide 23:
Efficient Use of Raw Materials and Local Feed Ingredients
Novus’s enzyme line enables producers to use significantly lower quantities of soybeans, corn or other dietary energy sources to produce the same amount of food. Customers are able to produce more food with fewer resources while generating less waste. 

Additionally, we work locally with our global customers to identify local and alternative ingredients, as well as means to decrease importation and/or transportation costs.   

Water Quality
Novus has a number of products and programs focused on improved water quality. For example, our MERA Bac W product is a blend of enzymes and liquid probiotics created to promote and balance the natural ecosystem of aquatic ponds.

Improved Nutrition
Novus’s flagship product, Alimet, is an 88% active source of methionine. In addition to improved nutrition and proven performance, Alimet delivers an organic acid effect, reduces nitrogen excretions and provides better performance during heat stress.
 
Carbon Footprint Benchmarking
Novus is collaborating with the joint IEC and IPC project to support the FAO on developing relevant and scientifically based carbon footprint benchmarking for poultry and egg production around the world. The goal of this program is to demonstrate to FAO that the private sector is serious and proactive about the carbon footprint of poultry production and that we are speaking with one voice. 
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Novus Technologies & Innovations 
for Sustainable Agriculture 
 
• Improved Bioavailability  
 

 
• Food Safety Improvements 
 

 
• Enhanced Nutritional Value                  

Presenter
Presentation Notes
Slide 24:
Improved Bioavailability
Improved bioavailability of Novus trace minerals allows lower dietary inclusion rates, as well as lower concentrations of minerals excreted to the environment. 

Food Safety Improvements
Novus feed products – antioxidants and mycotoxin solutions – are utilized to improve quality of raw ingredients, and end product storage and shelf life.  

Enhanced Nutritional Value
Through Stratum Nutrition, our human nutrition division, we partner with customers in the consumer food industry by providing functional and specialty ingredients used to enhance the nutritional value of foods, beverages and dietary supplements. Additionally, our Arenus division provides products for enhanced health and nutrition in companion animals.  
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Beyond CSR to Creating  
Shared Value 

Presenter
Presentation Notes
Slide 25:
Novus’s commitment to feeding the world has guided our business decisions for over twenty years. Long before Corporate Social Responsibility was a business term, it was our reason for being. 
 
Our CSR journey started small, with just three letters: SEE-social, economic, and environmental components of sustainability.

Last year, Novus was awarded a Level B-check rating from the Global Reporting Institute (GRI) for our externally reviewed report. We publish it as our benchmark to measure progress, as well as to share ideas that help enhance our industry and quality of life around the world. 

Moving beyond CSR, however, Novus is attempting to identify and create shared value – internally through our staff and externally within the communities in which we live and operate globally. 
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Shared Value Defined 

. 

Presenter
Presentation Notes
Slide 26:
As our presence has grown, we have increasingly used our position in the value chain to influence our partners towards what Michael Porter refers to as “shared value”.
 
Why should we care? 
 
The only means of sustainably addressing the goals of feeding the world is to identify solutions that work locally to improve conditions for all concerned.
 
The concept of shared value recognizes that societal needs, not just conventional economic needs, define markets.�
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Shared Value: 
Business Success ↔ Social Progress 

. 
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Presentation Notes
Slide 27:
The concept of shared value means creating economic value in a way that also creates value for society by addressing its needs and challenges. It means connecting business success with social progress.

Shared value recognizes that the competitiveness of an organization and the health of the communities around it are closely intertwined. 
 
A business needs a successful community, not only to create demand for its products but also to provide critical public assets and a supportive environment.
 
A community needs successful businesses to provide jobs and wealth creation opportunities for its citizens.
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Global Partnerships: Industry 
Collaboration 

Technical  

Education 

Public 
opinion  CANADA 

world 
AGRICULTURAL 

forum 

M.C.F. 
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Slide 28:
Novus is dedicated to making a difference in the industry and the communities in which we operate. We are actively collaborating with our peers to address challenges and develop innovations that benefit everyone involved. We seek to combine core competencies with partners who share our values and Vision. These relationships are a platform for intensifying our impact and extending our reach in the world.

AWARD: 
In 2010, Novus became the first private-sector company in the United States to sponsor the African Women in Agricultural Research and Development (AWARD) program and the first organization to host a U.S. placement of an AWARD fellow. 
 
In 2011, we welcomed our second AWARD fellow, Salome Mutayoba, from Tanzania, to our Global Headquarters. Salome spent 9 months collaborating with Novus scientists to study alternative feed ingredients relevant to producers her country. 
 
Novus partners with programs like AWARD to build the appreciation for science-based solutions to health and nutrition challenges. Investments in education support a strong platform for current scientific solutions and foster future innovation. 
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Collaboration Case Study:  
Alagoas Partnership 

. 

• Multi-Sector Partnership in Alagoas, Brazil 
 
• Partners include Globoaves, Sebrae and State University UNEAL 
 
• Enable Families to Build Sustainable Livelihoods and Increase 

Affordable Food Availability in the Region 
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Slide 29:
There are many successful models for agriculture around the world that have been developed by government, commercial organizations, NGO’s and academia--most of these models combine the inputs of and are based upon a multi-sector partnership. Novus is leveraging such a partnership to create shared value with poultry farmers in Brazil.  

Case Study: Alagoas 
In 2009, Novus entered into a multi-sector partnership designed to offer small-scale family poultry farmers in Alagoas, Brazil, a way to produce more affordable protein and improve the quality of life for their families and local community.
 
This community of farmers came together and formed a cooperative business—based on their own innovation and ingenuity—around this project. 
 
In addition, they have created a market for their products; the meat and eggs will be used in the city’s school lunch program.
 
Due to the success of the model thus far, the Governor of the state of Alagoas has graciously agreed to provide funding to expand this project across nine additional towns, which will include hundreds of additional families in the next phase.
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2012 World Economic Forum: 
Global Business Policy Risks 

          

Presenter
Presentation Notes
Slide 30:
Novus, as a company, appears now – stronger than ever before – to be in tune with leading global issues. 

Also noted at the World Economic Forum earlier this year – The agriculture industry has the potential to address 9 out of the top 14 top Global Business Policy Risks identified (listed on slide). In turn, many of these are also directly related with the vision, mission, objectives and strategy of Novus to deliver sustainable health and nutrition solutions and services.   

Through collaboration with others, we can make a significant value-added difference in the global value chain of agriculture.

Throughout this presentation, I have provided examples of how we are meeting some of these challenges with specific products.  

More importantly, however, I have attempted to highlight how Novus is creating shared value amongst staff, customers, suppliers, policymakers and others, on global scale, to jointly identify, explore, and implement sustainable solutions for the present and future. 
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Obrigado  
Merci 

Gracias  

ขอบคุณ  

谢谢  

Asante sana 

Благодаря ви  mulţumesc 

cảm ơn lắm 

Thank You! 
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Slide 31:
The agriculture industry is hopeful for the future, and so is Novus. We are living in a time when the world is more connected than it has ever been before. The speed of innovation and scientific discovery is constantly accelerating, offering new solutions to “fill the gap” for the world’s demand for food. 

As a society and an industry, we have a strong sense of clarity around “what” we must accomplish. Our responsibility, as we move into the future, is to collaborate and contribute to the “how.” 

Through strategic collaborations and the creation of shared value with others – including government, commercial organizations, NGOs and academia – we can continue to make significant, value-added and positive differences in the global value chain of agriculture.  

Once again, I thank the IFAMA for convening this inspired group, and for inviting me to talk with you today. I sincerely hope that I and others at Novus can visit with many of you to gain your observations, perspectives, ideas and insights. Thank you very much.
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