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I am writing to provide some important comments in relation to the Tabling in Parliament of the
above named document (McKinna Analysis). The Board of the Potato Marketing Corporation
(PMC) originally commissioned this analysis to provide actionable and timely recommendations
that enable the Corporation, in its regulatory role, to meet the future needs of consumers in
Western Australia, ware potato industry stakeholders and the Government.

The objective of the McKinna Analysis was to provide an analysis of the WA ware potato supply
chain to enable the Corporation to ensure that it is operating optimally and is appropriately
positioned to anticipate and lead change in the ware potato industry. This Analysis was always
intended only to provide recommendations to the PMC Board, not to be taken out of context as
the ultimate solution to what are often highly complex issues,

In commissioning the Analysis, the Corporation recognised that several significant
environmental changes, including the highly competitive retail environment, changing consumer
preferences and advances in supply chain management had significantly altered the competitive
landscape in which the Corporation operated.

The aim of the Analysis was to identify options to enhance the efficiency of the WA potato
supply chain. A key component of this process included extensive consultation with all industry
stakeholders. This process enabled a wide diversity of experience and current thinking to be
considered as the industry considers how to best position itself to meet the challenges of an
increasingly competitive and dynamic marketplace.

The resulting report, and its 19 recommendations; provided the PMC Board with a broad array
of initiatives to consider. Given the involvement in the process of the various stakehblders it is
felt that a high degree of consensus was built to support the path forward. The Board is of the
view that this is the specific value add from Dr McKinna's work, rather than as a prescriptive
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way forward. Dr McKinna requested that the Board implement all 19 recommendations;
however, as discussed below, not all are capable of implementation in the form he suggested.

Board Actions

The McKinna Analysis was completed in October 2011 and was accepted by the PMC Board in
November 2011. A workshop was then held in December 2011 to consider and determine an
implementation approach to the recommendations. Whilst formally adopting 15 of the 19
recommendations, the Board has considered but determined a different course for the
remaining four. Given their breadth, the Board has established a three year time horizon to
completion of the report's recommendations.

Although it had always successfully delivered on its aims and objectives as outlined in the
Marketing of Potatoes Act 1946 (the Act), the Board also recognised that the Corporation, as it
was then structured, did not have the critical capacity or expertise required to undertake the
implementation of the McKinna recommended reforms. This lack of capacity to implement the
reforms was reflected at different levels of the organisation, including a lack of commercial
leadership experience, a lack of critical high level analysis skills and a need for additional
modern supply chain management knowledge and experience. Whilst it undertook the
necessary steps to revitalise leadership at the Corporation, the Board sought legal advice
around a number of critical issues at the heart of some McKinna recommendations.

With the appointment of the current Acting CEO in June 2012, the Corporation has gained the
high level leadership skills required to successfully undertake the required level of change. The
Acting CEO has instituted a restructure of the Corporation to gain the required capacity and
expertise to successfully deliver the McKinna recommendations. This process is evidenced by
the recent appointment of a Chief Operating Officer, who has many years of supply chain
management experience in the food sector.

Current Status of Individual Recommendations

Recommendation 1: Whole of Chain Accreditation Scheme

Whilst the thrust of this recommendation was accepted by the Board, it was recognised that
there already existed several levels of accreditation in the current supply chain and that it was
important to build on these existing systems, rather than try to establish an entirely new system.
The main focus for improvement is around quality and traceability, which link to several other
reform recommendations.

Recommendation 2: Special Category Wash Packer Licences

This recommendation was accepted by the Board for implementation. Up to this point two such
special licences in accord with the McKinna recommendation have already been issued for dry
brushing potatoes. In each case, the relevant licence allows for distribution and sale in local
areas. In granting additional agency appointments it is essential to recognize the distinction
between packer/grader and distributor agents.

Recommendation 3: Integrated Demand Management System

The Board approved this recommendation and implementation is now complete. The PMC has
adopted a modified sales and operational planning process that includes merchants, retailers
and Western Potatoes in a process to achieve the intent of the McKinna recommendation.
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Recommendation 4: Restructure of Pools

This recommendation was approved by the Board and implementation is now complete, having
been first adopted in the 2013 growing season.

Recommendation 5: Reform DME by Colour

This recommendation was accepted by the Board and has been implemented to the extent that
the PMC already allows specialisation by allowing growers to, in effect, trade off DME for certain
varieties with other growers better placed to grow that variety. Significant further analysis would
be required to completely replace the current DME allocation methodology, which involves all
growers sharing the load, with one allowing specialisation across the board.

Recommendation 6: Redraft Grading Standards

This recommendation was approved by the Board with the recognition that it is a highly complex
reform requiring widespread stakeholder engagement. This reform is currently in the data
collection phase with the PMC reviewing material internally.

Recommendation 7: Return Contract Potatoes to DME

This recommendation was not accepted by the Board, as it does not have authority under the
Act to implement this reform. The Board is instead focusing on the monitoring and management
of contract potatoes within the ware system, especially in the context of Recommendation 8.

Recommendation 8: Improve Wash Packer Compliance Reporting

The Board has approved this recommendation and is currently giving it a high priority. A multi-
faceted approach will be adopted in cooperation with current wash packer's that includes new
Agency Agreements, formal requests for data currently not available and an increase in
compliance capacity.

Recommendation 9: Tightening On-farm Standards

This recommendation was approved by the Board and it is currently in progress with the PMC
engaging growers to ascertain their receptiveness to initiatives under this recommendation. The
PMC is also already supporting local area potato improvement groups via facilitation and
funding. A new initiative by the PMC is being finalised with a WA university that will see the
establishment of a new centre of excellence focused on the needs of the potato industry.

Recommendation 10: On-farm Benchmarking

The Board has approved this recommendation. Work on information gathering has commenced
via initial discussions with growers together with deeper analysis of production outcomes to be
considered by the Board. Implementation will also be facilitated by the PMC initiative to
establish a new university centre focused on the needs of the potato industry.

Recommendation 11: Management of Growers with Poor Pack Out

This recommendation was approved by the Board, with the PMC having already established a
policy that balances the vagaries of an agricultural supply chain with the need for increasing
quality. The policy allows for review of performance against DME over a three year period, with
continuing non-performance resulting in review of future DME allocation.
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Recommendation 12: Seed Quality

The Board has approved this recommendation, with the Corporation having worked with
growers in placing bulk seed orders to capture a higher quality seed then otherwise available.
The PMC is currently negotiating an agreement with a WA university to establish a centre which
will focus on the potato industry, and which will have the capability and capacity to drive quality
improvement across the whole production process, including seed quality. The agreed focus
will be in quality, variety development and yield.

Recommendation 13: Continuous Improvement Initiative

This recommendation was approved by the Board and is being actively pursued by the PMC in
a number of different ways. Firstly, implementation of Recommendation 10 which promotes
data collection and analysis, so that best practice can be shared across the grower community.
Secondly, the PMC funds and supports grower based initiatives such as the
Manjimup/Pemberton Potato Improvement Group whose activities seek to improve farm
performance. Also the PMC funds specific agronomic initiatives such specific on-farm problem
solving of quality issues and tuber quality improvement through acquiring expertise so that it can
shared across the grower network via workshops.

Recommendation 14: Transport Accreditation

The Board has approved this recommendation and the PMC is moving to cooperatively
implement new Agency Agreements that include formal requirements for minimum temperature
requirements for potatoes. The cost implications of full implementation across all transporters
need to be better understood for full implementation.

Recommendation 15: Introduction of New Merchant Licenses

This recommendation was approved by the Board and the PMC is establishing new distributor
licenses to formally separate the wash/pack function from selling and distribution. There exist
uncertainties regarding wash packers in that it is not clear that increasing capacity in this part of
the supply chain will add value to the industry. McKinna is inconsistent in this regard, but does
highlight that this would only serve to undermine scale and cost efficiency of existing operators
in what is a limited market.

Recommendation 16: Restructure of Marketing Function

The Board has approved this recommendation and implementation is now complete. The PMC
has taken action to establish a much closer working relationship with Western Potatoes Limited
(WPL) through support for a number of marketing based initiatives, regular meetings between
the organisations and ensuring no duplication of resources. WPL has recently located itself in
the PMC offices to underwrite a closer working relationship moving forward. The PMC is
currently reviewing its processes around selling product that is surplus to the requirements of
the merchants, with a view to minimising physical product waste and maximising returns to
growers.

Recommendation 17: Co-Operating Brand Marketing

This recommendation was approved by the Board and is under active consideration in
conjunction with WPL.
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Recommendation 18: Increase Marketing Levy to 4%

The Board has not approved this recommendation. Instead aiming to match funding to an
enhanced marketing strategy that maximises the efficiency of current levels of investment in
conjunction with WPL.

Recommendation 19: Board Structure

The Board has not approved this recommendation, as it does not have the power to change its
own structure under the Act. The Board is cognisant of the need for diversity of skills at Board
level and will seek to obtain this diversity via new Board subcommittees.

Yours sincerely,

Bert Russell
Chairman


