Wendy Smith:
- Uncertainty and Opportunity – two key words associated with change. And there is
a lot of change to be had, both within our industry and outside of it. And all these
changes have the potential to dramatically impact agriculture - from what each of
us provides to our customers, to how our customers grow, harvest, and market
their crops, livestock, lumber, etc.
- So today I’d like to share some recent news stories that focus on key trends I know
all of you are watching. And I’d like to talk a little bit about how the work you all do
as members of AgGateway fits into the changing landscape.
- Some of these stories express uncertainty about the future while others focus on
opportunities. All of them affect our professional work and goals, as well as the
missions of each member organization, and the mission of AgGateway.
- As I walk through these stories, I invite you to think about how the change the
article describes is impacting your organization and our work together here at
AgGateway.
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- The first article addresses a huge topic in every sense, and that’s consolidation.
This article is from just a couple of weeks ago in the Wall Street Journal. The
headline is: “Supersize Family Farms are Gobbling Up American Agriculture”, and
the subhead reads: “U.S. growers are swallowing up acreage to survive a harsh
agricultural downturn, squeezing smaller operations and transforming America’s
rural economy.”
- This consolidation in farms is fueled in large part by the continuing trend of low
commodity prices, making it harder and harder for smaller American farmers to
stay in business as well as changes in rural demographics - increasing farmer age,
more young people moving away, and more land owned by those that don’t farm.
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The article presents an interesting profile of one large farm run by Lon Frahm in
Colby, Kansas. It’s a 30,000 + acre corn and wheat operation that he runs with a nineperson team.
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- Here are a few of the USDA statistics shared in the article:
- 4% of U.S. farms now produce two-thirds of the country’s agricultural output.
- These 4% represent farms with more than $1M in revenue. And the number of
farms with over a million in annual revenue actually doubled in about the last 20
years -- while the number of smaller farms (between half a million and $1 million
in revenue) decreased by 5% in that time.
- And just 12% of farms now control three-quarters of America’s farmed cropland.
- The article describes the impact on the rural economy of this consolidation, and
how ag retailers and grain companies are pressured, since larger farms use their
size to negotiate better deals.
- These big operations tend to use machinery and technology more efficiently, get
better prices on bulk supplies, and manage to keep more of the profits by cutting
out middlemen, according to the article.
- Of course this article presents just one aspect of the consolidation we’re seeing….
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- We can also look at consolidation in ag retailers and cooperatives, and the
agrochemical and seed giants – DowDupont, ChemChina and Syngenta, Bayer and
Monsanto, and most recently - BASF’s purchase of Bayer assets.
- And at the food processing and retailing end we’ve seen such mergers as KraftHeinz and now Amazon’s purchase of Whole Foods.
- As one reporter wrote in the economic magazine “Quartz”, in a world where
internet companies such as Google can quickly pivot to manufacturing driverless
cars, and Amazon founder Jeff Bezos can invest in rockets, it’s extremely important
for agriculture to be nimble.
- Low commodity prices continue to put pressure on the ag economy, and the
resultant consolidation creates uncertainty. Some analysts fear it will result in
limits in choice and on competition, but there may also be opportunities.
- In this environment we all need to be more efficient, more agile, and more creative
– all things we are trying to facilitate through our work here at AgGateway
- We need to be able to exchange data seamlessly and convert data into information
that can be used to make better decisions, and to offer better products and
services for agricultural production.
- AgGateway’s mission is more relevant than ever: In order to succeed, we need to
develop and implement standards, make connections, and further enable
eBusiness in agriculture.
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- Another aspect of the changing corporate dynamics in agriculture are the
hundreds of start-ups and others attempting to meet the technological needs of ag
and the huge variety of investors in ag technology.
- The group CB Insights recently identified 100 private companies in ag tech and
categorized them into 9 main categories – from robotics and drones, sensors and
plant analysis, precision ag and data analytics, to farm management software.
Some of these companies are in the room right now. I would argue that they ALL
need to be in this room.
- As you know, the companies listed on this chart are just a sampling of what is a
very dynamic marketplace – with consolidation, acquisition, and new entrants
coming in as some earlier entries exit.
- Also interesting are the number of what we might consider non-ag companies
entering agriculture, like IBM’s purchase of the Weather Company. This non-ag
dynamic adds to the uncertainty and the opportunity. Some newcomers to
agriculture may not fully understand how complicated it can be and move forward
too quickly with what they see as the perfect solution which ends up not being
quite so perfect, while others bring a new perspective allowing them to see
something we’ve missed, because we were too close to it.
- For AgGateway, this dynamic marketplace means we need to always be talking
about our work on standards and guidelines and implementation, and how it can
facilitate these innovations for the industry.
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- Let’s move on to Story #2: uncertainty in the weather.
- Here’s the headline from a recent New York Times article about a new report out
of the Government Accounting Office. The federal study warns that fires, floods
and hurricanes are already costing the federal government tens of billions of
dollars a year, with even higher costs expected in coming years….
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- The report estimates that changes in some crop yields could cost as much as 53
billion dollars. The Southwest will suffer more costly wildfires, the Southeast will
see more heat-related deaths and the Northwest must prepare for smaller shellfish
harvests.
- One of the authors of the study said this was actually a conservative estimate. The
study only looked at how changes in temperature and precipitation would affect
four commodity crops and it did not study the fallout of events like wildfires. Nor
did it take into account the cost of infectious crop diseases linked to climate
change.
- Of course, farmers have always lived with uncertainty about the weather, but
there’s no denying that we’re seeing dramatic changes in climate patterns that are
affecting agriculture.
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- Uncertainty about the weather is one of the best arguments for advancements in
ag technology and better management of farm data.
- Growers will need to be increasingly agile and informed to respond to these
changes.
- AgGateway’s precision ag projects like PAIL irrigation, SPADE and ADAPT will make
it easier for farmers to manage their water and energy usage, to collect and collate
data from multiple systems, and integrate the knowledge into better decisions, and
make it easier for them to respond quickly in times of change. That’s true with
crop protection, soil health and any number of variables – if we’re better able to
manage the data, we’re better able to respond to climate challenges.
- I believe we are just scratching the surface with the work we’ve completed to date
and that there are a lot more opportunities ahead for us as we continue to tackle
these challenges.
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- The 3rd story is the uncertainty we face at the level of the federal government. This
headline is from Investor’s Business Daily: “A Time of Uncertainty for U.S.
Agriculture.” The article references the range of policy changes the Trump
administration is exploring – trade, taxes, the environment and immigration. It
points out that changes to our current trade deals could have an enormous impact
on U.S. agriculture given the fact that our production has grown faster than
domestic consumption, so exports are an important source of farm income. The
article notes that “In fiscal 2016 alone, U.S. agricultural exports generated $130
billion in sales, according to the USDA, with Canada, China and Mexico topping the
list of customers”. So far, NAFTA modernization talks are not going well… and
Mexico is a top destination for U.S. corn, dairy products, pork and rice. The article
also describes the potential impacts of immigration policy changes, noting that we
could see increased labor costs as well as challenges in harvesting high-value
crops. Tax reform is another big unknown. Although elimination of the estate tax is
considered a positive, there are other elements for which there is not yet enough
information, so it’s not yet clear what the true impact will be either to farmers or
their suppliers. These are just a few of the uncertainties we face. AgGateway
members and their customers will be affected by these decisions, so we have all
the more reason to find ways to help companies succeed in the face of change.
AgGateway is not a lobbying organization, but we can provide valuable input as
policies are formulated. And if companies can be more efficient by using
AgGateway resources, they can better weather the changes.
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- Story #4 is about automation on the farm.
- In the consolidation article I referenced at the beginning of this presentation, the
reporters describe the automated systems already in practice in Lon Frahm’s
operation and how it enables him to farm more efficiently and ultimately, more
successfully.
- A recent McKinsey Global study covered by AgFunder News suggests there’s much
more on the farm that can be automated – which probably doesn’t surprise
anyone here today. The study looked at the various tasks involved in agriculture
and determined that almost 60% of them could be automated using existing and
emerging technologies. The two best tasks for automation are physical work of
processing crops and data collection, the report says.
- Think about the implications for the work we do here, as agriculture becomes
more and more automated. How does it impact our work and priorities here at
AgGateway? Are there areas we need to focus on to a greater extent? Consider
how much more important it is to have standards in place, as automation
increases.
- I challenge you to think about these changes, and talk about them with your peers
this week.
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- When we think about automation we often include robotics. Farm Futures
magazine recently wrote about how robotics are transforming agriculture, and
more specifically about computer vision systems. These systems can already be
used by a tractor-pulled implement to automatically adjust its position. Now these
vision systems can detect the presence of plants, and distinguish between crop
and weed. The system can then instruct the equipment to take a site-specific
precision action, such as eliminating the weed.
- While the technology to distinguish between crop and weed is commercial today,
we still have a ways to go with this type of technology. However the experts say it’s
coming fast.
- The article goes on to say that in the future, the system will develop to the point
where it can offer insight into the status of different plants, laying the foundation
for ultra-precision farming on an individual plant basis. The article notes that data
will “increasingly take on a more prominent role in agriculture”.
- Data and artificial intelligence are becoming interlinked with the crop protection
sector.

12

- There was more about this type of technology a few weeks ago in the Wall Street
Journal. BASF is working on automated image-recognition capabilities similar to
those that confirm faces on Facebook and Apple’s Photos app. The idea is to
analyze farmers’ photographs of suspicious spots on crop leaves and deliver early
warnings for diseases such as wheat leaf rust.
- One farmer who grows canola, soybeans and wheat in Manitoba, Canada, watched
first-hand the learning curve of a computer program developed by BASF known as
Maglis. In the spring of last year, the farmer told Maglis the date he sowed canola,
and his fields’ coordinates. The program “pretty accurately” guessed when the first
seedlings would pop up, and by harvest time it had grown smarter as it predicted
when crops would be ready for harvest and how many bushels his land would
yield. This summer, Maglis processed weather and field data to foretell a damaging
plant fungus.
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- This is a photo of BASF technicians with Quriosity, a new supercomputer that helps
power the company’s push to develop artificial intelligence in agriculture.
- Of course there are major challenges to these new technologies. Artificial
intelligence software can still get thrown off by field-to-field variation in weather,
soil and pest conditions. And many critical data points—such as crop yield or the
impact of a dry spell—only happen once a year. But clearly these innovations are
developing quickly.
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- This week, consider the work we do here at AgGateway in light of this major
movement to automation. Are there standards and data gaps that need to be filled
that we haven’t considered yet? Are there others who we should invite to the table,
to discuss pieces of these developments, and the hurdles the industry is facing?
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- To finish up today, let’s move through the chain to the ultimate consumer.
Specifically, it’s interesting to see how advances in technology are impacting
consumer expectations.
- There was an interesting Associated Press article recently about a pilot project that
Cargill is running for its Honeysuckle White turkeys this holiday season. If you buy a
turkey in select Texas markets, you’ll find a code on the package tag that you can
text or enter on the brand’s website to find out where that turkey was raised. You
can also find out the farm's location, view farm photos and read the farmer's
message.
- The technology itself is not that innovative – it’s what the brand is doing with that
technology, giving the consumer an experience tied to that farm and allowing the
farm to connect with the consumer.
- It’s another reminder that traceability is becoming more common. It’s not just the
government – customers and consumers increasingly expect companies to have
traceability in place.
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- Of course here at AgGateway, a lot of the work we’ve been doing to enable
eConnectivity has been developing the building blocks used in traceability – unique
identifiers, standards, guidelines, etc.
- For example, the first Feed connectivity project was done to support the ability to
track the “one step forward one step back” requirement of the Food Safety
Modernization Act.
- Recently, AgGateway’s CART grain project, a component of the SPADE precision ag
project, has been working on tracking the movement of grain. The team completed
a successful in-field test tracking the grain from the combine to the grain wagon to
the truck to the grain bin.
- The work we do here is not only about efficiency and productivity,
communications between trading partners and compliance -- it also will likely have
more and more implications for the ultimate consumer.
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- The last article I’ll mention this morning takes this idea one step further. New
Yorker magazine last month had a column on smart appliances. We’ve all heard
about the ability to set your home alarm from your iPAD or turn down your
thermostat remotely. But the author says the real revolution of smart appliances is
the ability for companies to retain data on their consumers over time.
- One of the secrets to Amazon’s success is that it realized early that its most
valuable asset was not individual sales but data — its knowledge about its
customer base. The important thing is not what you just bought on Amazon
yesterday, but your lifetime value. Amazon can calculate with increasing accuracy
how much money each customer will spend in the years to come. It probably
already knows which books you read, which movies you watch, what data you
store, and what food you eat. And now, with Alexa – the voice-operated device,
Amazon is learning when some customers wake up, go to work, listen to the news,
play with their kids, and go to sleep.
- This is a fundamental shift in the relationship between customers and companies.
- In the future, when you buy a refrigerator or other appliance, that may be the
beginning of a long relationship with that company, through a steady stream of
data. If a company knows how often you cook, what you cook, when you shop, and
what you watch on a stove-top screen while you cook, it can sell you recipes or
help you with food orders. Just as a printer can now order its own ink when it’s
about to run out, we may soon have a refrigerator that orders milk when you’re
running low.
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- It’s clear when I think of all these stories together – consolidation, the
environment, government policies, automation – and the associated uncertainties
and opportunities…. that data is the common thread that ties them all together.
The ability to collect and exchange data and information seamlessly between
systems, business partners and customers is critical to allow us to weather the
uncertainties and take advantage of new opportunities, from the farm to the
kitchen.
- All of us here today know that the data is important – but we also know that the
value derived from information created through the use of that data is more
valuable still.
- We are here this week to work together to address these challenges and develop
solutions. Because we know that by implementing standards and connecting
electronically, we can collect and exchange the information we need to run
efficiently, improve profitability and help our customers succeed.
- But the collection and exchange of data should be easy, something we don’t even
need to think about! If we are successful at AgGateway, the only thing the industry
should have to focus on is how it wants to use information to accomplish its goals.
- So this week, let’s keep our minds open about how AgGateway can move
standards and eConnectivity forward, and what still needs to be done. Remember
that we’re at the very heart of something huge in global food and agriculture.
- Thank you for everything you’re doing to help the industry move forward!
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