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WITH CLIMATE CHANGE WREAKING
HAVOC OM CROPS, KOEUME EMEW
MCCAIN FOOD5S—WHICH RELIES
O A NETWORE OF 3,500 POTATO
FARMERS WORLODWIDE—HAD

TO DO SOMETHING DRASTIC,
EMTER THE FARM OF THE FUTLURE
BY JASON KIRBY

Crispyonthe cutaide, fluffy inthe middle, the
MeDonald’s fremch fry is an jicon of American
capitalism. The chain’s shoestring fries are
thie salty vanguaard of TLS. soft power abroad, sall-
ing in 100 countries, while their origin story is the
very symbaol of entrepreneurial zeal. It's nowr leg-
end: Bay Eroc, a travelling salesman of milkshake
mixers in the 1950a, fell in lowve with the fries sald
by the McDonald brothers at thedr take-out restan-
rant in San Bernardino, Calif., and had the vision
to perfect and autornate the fry-making process
to build that single location into an empire that
now serves an estimated nine million pounds of
fries each day. “The french fry” Eroc wrote years
Later, "would become almost sacrosanct for me, its
preparation aritual to be folloemed religions]y”
Go into a McDonald's almost anywhere in the
world today, though, and there's a gond chance the
fries yourll be served were made in a plant cemned
by MeCain Foods, a company that—at least here at
hiorme—is still kst known for its Superfries, Pizza
Pockets and devilishly addictive frozen cakes,
MeCain, founded in the small maral terem of Flor-
enceville, MB_has quietly buile itsalf into a global
frozen-potato juggernant, raking in $6 bdllion this
year from sales in 160 countries and employing
more than 22,000, By the company's cemn mea-
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sure, one ot of every four french fries sold on
the planet comes from MolCain

e infour.

It's that kind of clout that has rested in the
hands of Max Eoesune sinee 2017, And now,
he's marshalling the company’s vast reach for
an ambdtions mission that could be vital o
MeCain’s future—not bo mention the planet’s.

Owver the decades, McCain has built a
farflung ernpive, with 54 factories on ix conti-
nents churning out lundreds of frozen potato
and appetizer products—from standards like
fries (thick-cut, thin-cut, crinldes and Smiles)
to items tailored to bocal tastes. At the same
time, the world's largest frozen-fry maker has
formed tight relatiomships with its network
of 3,500 ind ependent potato farmers, spread
acroes 16 countries, who supply neary seven
million tons of potatoes annually to the com-

pany’s production plants.
MecCain is using those links to spread the

goape] of regenerative farming, which loosely
refers to more natural farming practices that
help the scdl hold on to more water and matri-
ants to boost plant growrth. “Tf conventiomal
farming contimues, and we want to feed a
planet of 10 billion people, that means all the
things that are problematic today are going
to be exponentially problematic in 10 or 15
vears” saye Eoeune while showing off one
of McCain's commercial-scale experimental
Farme of the Future outzide Florenceville,
a picturesgque spread of red barns that sits
alomg the Saint John river. “That means more
deforestation, more greenhouse gases, TOCeE
water use in places where there are already
deficiencies, more nittogen or other fertiliz-
ers pumped into the ground. The simple facts
tell you it's a dead end.”

Modern industrial agricultural practices
might boost yields, but they're hard on the
land—contributing to water scarcity, loss of
biodiversity and the spread of harmful chemi-
cals—and agriculture accounts for roughly a
tenth of global preenhouse gas emissions.

Granted, potato farming is on the low end
of the emissions scale (those from eggs and
ezpacially beef are exponentially greaterd.
Sitill, any strilke against climate change is good
nerwa for Koeune's business, since growing
spuds in a world of extremes weather becomes
more precarious @ach year, “In the northem
hemisphere, yield s are declining despite more
sophisticated and effective chemicals, and at
some point there's only ao much you can gat
out of the soil,.” he says. “Without potatoes, we
don't have a businesa.”

Epeune hopes McCain's experiment in sus-
tainahility—with the aim of implementing
some level of regenerative practices across
100% of its acreage by 2030—will reverse
some of the worst trends of large-scale agri-
culture and help growers fulfill their con-
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tracts even when hit by extreme events.

Bt rarely has anyone attempted such a project at this scale and
lenrel of precisiom. And it'a Eoeune's job to pull it off while main-
taining the rapid growth trajectory MoCain has been on under his
watch: a roughly 75% increass in sales gince he took over in 2017
“We're not the largest food company in the world,” he says, “but
our size means we can have an impact.”

Shortly after Eoaune joined MeCain as CFO in 2002, he found
himself standing at a customs counter in Melbourne's airport,
trying to justify to a confused border guard why he'd floem from
Toronio to Australia. He was there, Koeune told the officer, tovisit
MeCain's froe en french fry operations, a statement that left the
mian thoroughly confused. *Why would you need to come all the
way from Canada to visit an Australian company™

That'swhenit dawned on Eoeune. MeCain and its wide array of
products—chunky beer-battered chips, frozen vegetable mixes,
roast lamb mesls and piezas—are soubdquitons that many Anssies
believe it's a homegrown swccess, ad ormestic company with a half-
century-lomg history of producing fries Down Under.

The same pattern played out in other countries Eosune vigited.
In the United Eingdom, where McCain has operated since 1768
selling frozen jacket potatoes and baby hasselbacks, alongside
both fries and chips, the company often passes as a British brand.
Likewise in India, where McCain set up shop in 1998 and offers
aloo tikki potato patties and masala fries among its products, the
company’s Canadian roois aren’t widely knowm

MeCain is about as Canadian as it gets, of course, founded in
1957 by brothers Wiallace, Harrison, Robert and Andrew MeoCain
in their tiny New Brunswick hometown. (The compary’s head
office is now in Toronto, bat it still employs morethan 1200 peo-
ple in Florenceville—whose population is just 1,5 3—in tech and
innovation, as well as at its factories.)

If most Canadians are oblivious to MoCain's international fry-
king status, even fewer will have heard of Eceune. That's partly by
design MoCain is a private company, cemed by the descendants of
the founders, meaning its activities mostly fly under the radac Mo
quarterly conference calls. Mo public anmial mesatings.

The relative anonyrmity Eoeune enjoys outside the food indus-
try suits the quiet CED, who is a bit of a shoestring fry himself—
tall and lithe, and a hardcore road cyclist who regulardy covers
up to 180 kilometres on weekends with his riding club. He's com-
fortable sitting back and listening as others do the talking. "T've
been around big CEOs at big compandes inthe TL5  and that's not
Max" says Scott MoCain, chair of the operating-company board
and Wallace's son. “He's never the one to take the cxygen out of
the room at board meetings. He leads by example”

Born in Luxembourg, Eoeune, 52, has spent his entire life
abroad. As a kid, he moved wherever his father's executive job in
marifacturing took the family. In his eary career, Koeune worked
at French food giant Danone, where he became head of corporate
development after a managernent stint in Mexico. While there, he
taught himself 5panish— his fifth language after Luxemnbourgish,
German. English and French—omee herealized no one inhis office
spoke anything else. When he speaks, it's with an ommi-European
accant that's difficult to pin down.

The CFD offer came in 2012, It wasn't a complete surprise:
McCain's CEOD at the time, Dirk Van de Put, who'd been in the job
for two years, had been his boss at Dranome.

Five years later, the company was already grooming Eoeume to
be Van de Put's eventual successor when the latter left suddenly
totake over snack giant Mondelez International,



In the previous decade, MoCain's fortunes had shimped. It was
gtill a giant, bat rivals were chipping away at its market share—
the Big Three of the potato world are MeCain, privately owned
IR, Simplot Co. and publicly traded Lamb Weston, both based in
Idaho. “When you are Mo, Lin the wor d in french fries, which we'd
been for a muimber of years, sometimes you can get full of yourself,
but that’s when you need to be most frightened.” says MoCain,
“We weren't, and we were slipping™

Van de Put had already dome around of streamlining measures,
including selling off the Morth American frozen pizza business in
2014 to Dr. Oetker. 50, KEosne tumed his attention to revamping
many of MeCain's aging factories, upgrading cutdated I'T gysterms
and digitizing its operations. In early 2020, he and his team had
just put the finishing touches on a five-year plan when the pan-
demnic hit. *We went into firefight mode,” ha says.

Almost overnight, McCain's business shrank by more than half,
Ag restanrants closed, potato stockpiles overfl owed. Potatces are
2% water, which means they don't travel well, and there's alimit
to how long they can be stored without bruising or rotting The
company ended up donating massive quantities of raw and pre-
pared potato products to food banks around the world,

At the samne timne, MeCain's growers were depending on the fry
maker living up to its contracts—which it did. *Ever yone knew
immediately we had to support our growers, which wasn't in the
short-term financial interest of the company,” says Eoeune.

But McCain had a few things going for it. Perhaps most impor-
tant was its cernership stmacture. Being private shielded the com-
pany, with what Scott MoCain calls its conservative balance sheet,
from the extreme swings pummelling publicly traded food mak-
ers. In most markets, McoCain also caters to consumers whether

they're eating at restaurants or at home, and it
quickly shifted to mest demand in the super-
market freezer aigle.

The restaurant take-out and delivery boom
offered MeCain another timely opportunity
Even before COVID-1%, it had been tracking
the growth of food delivery apps and ke it
had a weakness moisture in to-go containers.
“The last thing you want is cold and soggy
fries, 80 you need a batter that maintains that
crigpiness and heat 30 minutes later,” says
Eneune. R&D teams at MeCain's various labs
and test kitchens were already looking for an
answer. The pandemic accelerated that effort,
and the SureCrisp french fry was born, with a
secret coating enginesred to maximize crispi-
ness longer. The new fry has proven popular
with restaurant chains on several continents,
even with a higher price point, says Koeune

The company also seized on the pandemic
disruption to accelerate its investment strat-
egy. Last year, MeCain said it would expand
its factory near Lethbrdge, Alta., at a cost of
£600 million, more than doubling the work-
force to 485, The new plant will start churn-
ing out frozen potato products next spring.
That's just one in a string of other big-tickat
investments, inchading its first plant in Brazil,
a second factory in China, and expansions or
renovations in Grand Falls, N.B., Washingion
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state, the Metherland s, England and India.
Themn there's France. In mid-May, French
President Emmamiel M acron invited Eosune
and other foreign execs to Versailles for his
anral “Choose France®™ summmit, which this
vear attracted nearly 23 billion in deals,
including a $525-million plan to ramp up pro-
duction at three McCain factories there, Diays
later, Macron joined Eneune for a tour of one.
Mt all MeCain's investrments have panned
out. Its first factory in Bussia was about 409
complete when Bussia attacked Ulraine in
February 2022, Within two weeks, MoCain
had written off its imvestment and pulled out.
Regardless, under Eoeune, MeCain has
grown rapidly. Some small acquisitions have
helped diversify its sales, like last year's pur-
chase of Strong Foots, a Dublin-based maker
of vegetable-heavy appetizers and single-
person frozen entrées for health-conscious
consumers But the majority of McoCain's new
sales have come from getting more out of its
existing frozen potato and appetizer buasi-
nesses— meaning what happens in the fields
could hold the key to MeCain's succasa,

Ebeune's firat year at MoCain was 3 lesson
in how easily climate disruption could leave
the business exposed. That year, he watched
as wet weather in Great Britain led to blight
and the worst potato crop in nearly half a
century. Other extrems events hit the corn-
pany's growers in rapid succession: floods
that broaght harvests to a standstill, droughts
and blazing temperatures that killed off large
swaths of crops. “They became yearly events
to the point that you're surprised when you
hawve a normal crop,” says Eoeune.
After he became CED, he knew he wanted

HOT POTATOES
MeCain partrars
with 3,500 growers
in 16 courtries and
hizes: 54 preduction
facilitias acrass

tha waorkd. The
oompany also salls
Itz products in

160 counries. Tha
mag highlights tha
ocountrieswhars
McCain's factoniss
operata, and shows
some of theways
tha compamy has
tailored ks busirsess
o local palates
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to make sustainabdlity a priority. His team drafted a plan, which
they took toa group of growers, custormers, MGOs, academics and
govemment officials, Their feedback: &im higher. The team went
back at it and returned with loftier targets.

Arnong thern: a pledge that all the potatoes it bays will be grosn
using some regenerative practices by 2030, Those inclade plant-
ing potatoes on three- or four-year rofations with other crops like
wheat and barley to intermapt pest and disease cycles, and using
cover crops like alfalfa and clover to *armour™ the soil. It alao calls
for a reduction in synthetic fertilizers and other chemicals.

The company also set a target of reducing OO0z emissions from
potato farming, storage and freight by 25% by 2060

“For farmers, you're never going to convince them with nice
speaches or articles—they need to see it on the ground.” says
Eoeuns. That was the impetus behind creating the Farm of the
Fuature in Hew Brunswick. The farm itself was purchased from
a former McCain grower who'd retired, and the operation now
siretches over 700 acres. MceCain has opened a seacond one in
South Africa to test regenerative practices in drier southern
regions, and it's in the process of scouwting locations for 3 third,

The aim iz to experiment with different combinations of regen-
erative technigues and potato varieties to see which best boost
soil health and, ultimately, yields—how many healthy, usable
spude come out of each acre. For instance, the Pusset Burbank is
the most commonly grown vadety in NMorth Arnerica, but MeCain
has increasingly turned to the Caribou Busset and Eing Bussst,
which requireless water and chemicals, and reach maturity faster.

So far, the resulis look promising. Compared to other farms
around Florenceville, the Farm of the Future has cut the use of fer-
tilizer and pesticides; nitrogen was 8% lower, while phosphors
and potassium were 40% and 53% lower, respectively. At the same
time, yield s and potato quality have remained strong.

Marion Gross, who oversees the McDonald's global supply
chain from its head office in Chicago, has travelled to Florencew-
ille twrice, and the experence drove home the poeer of healthy
sl in a way she hadn't yet appreciated.

COme demnonsiration in particalar stuck with her. ‘Two clear bins
are filled with sections of soil dug from the field—one from a well-
cared-for area with plenty of cover crope and healthy, aerated soil,
and the other from an area more representative of a conventional
farm, with dry, champy, compressed dirt. Equal amounts of water
are then pourad over each, reflecting a heavy downpour. In the




conventional sodl ko, mad dy brown wrater nashes off the dirt into
a trough, similar to how rain can wash topsoil and chermicals into
rivers and streams. A dribble of mostly clear water spills off the
regenerative sample, with most of the water sucked deep into the
soil. *The regen work MeCain is doing is a game-changer when
it comes to greenhouse gas emissions, and what farmers and
McDonald's can do to minimize oar footprint,” says Gross,

The aim isn't for all MoCain growers tobe fully switched over by
2030, *That would be great but not realistic” says Koeune. Instead,
the compary has created four categories for each of its regeners-
tive initiatives. The first step—an onboarding process that comes
with training and a soil assessment— has already been completed
acroes 51% of its acreages. Farmmers then move through engaged,
advanced and leading categories, with the aim of 1009 onboarded
or higher by 2030, and half of its acreages at engaged or higher,
meaning they’ll have adopted several regenerative techniques.

S, for many growers, particulardy at smaller famms, making the
switch when margins are tight is ahard sell. 5o McoCain has begun
to swesten the pot. It's signing deals with lend ers in several coun-
tries to provide discounted-inte rest loans to help cover transition
costs. MeCain is also offering incentives and premium pricing
for regeneratively grown potatoes in certain regions. In Canada,
it's beem working with Farm Credit Canada, a crown corporation,
gince 2022 and has agreem ents with Rabobank in the Mether ands
and Crédit Agricole in France. In May, it tearned up with BNI Pari-
bas Bank Polska to help Polish farmers.

That's the camot approach. The stick is another option, though
one Koeune prefers to hold back at this early stage. “We're try-
ing to get people excited about regenerative agriculture” he says.
“H o enver, our tar get is tohave 100% of our growe s onboarded by
2030, 20 at some point, we'll have to make choices.

Some long-timee MeCain growers were already well down the
regenerative path, including Harold Perry, a fourth-generation
farmer with 5,000 acres west of Taber, Alta. The heat dome that
hit in 2021 m eant most farms in his area fell short of their contracts
by 200%: to 25%. But his crop was well writhin the 3% buffer. And he
didn't need touse insecticide on most of his potatofields this year,
since the destructive potato beetles that had been plaguing them
vanished —likely the result o fbeneficial insects thatlive in natural
habdtats along the edges of his land eating the pests eggs.

Perry hasn't necessarily seen an increase in yields, but that's not
the point. T'o him, regenerative farming is about finding a balance
between the biology in the soil, on the plant and inside the plant.
“If the plant can regulate what it needs on its own, that removes
us from the equation a lot more” he says. “The plant will have the
regilience it needs to stand on its own against disease and insects.”

Ultimately, though, for MeCain's efforts to succesd, everything
must be quantifiable and shareable, zays Koeune, pointing to a
$100,000 yellow device, roughly the size of a guitar amp and on
loan from Agriculture Canada_that measures fluctuations in gases
like OOz, methane and nitrous oxide.

It's that kind of information that has people like Foyal Bank of
Canada CEQ Dave McEay excited. RBC, Loblaw and Maple Leaf
Fonds are some of the founding pariners behind the Canadian ATL-
ance for Net-Fero Agri-food, an organization set up to develop
systems for measaring, reporting and incentivizing decarboniza
tiom initiatives in the agriculiure sector. CAMZA is also working
on approaches that could form part of a voluntary carbon credit
market, which could create a new income stream for growers. *1
was amazed at how much progress MeCainhas made " says MeEay
“Yona've got to have scientific proof that you're storing carbon in
the soil, and Max has gone through that process now. And that's
while they're continuing to operate in more than 150 countries.”

Thousands of McDionald's employesas, fran-
chisees, suppliers and other members of the
“Global McFamily™ descended on Barceloma
this past April for the biennial McDonald's
Wiorl dwide Convention, a massive irade show
for all things Golden Arches. McDonald's
ever has its own version of the Academy
Awrards, where it hands out its coveted Top
Global Supplier award. This year, the winmer
was McCain Foods, and Eoeune got to jogup
on stage to accept the honoae

Grogs rhymes off a few reasons the fry
maker took top spot: its sustainability push
and willingness to share its findings with
rivals; the fact that it has deliversd millions
in cost savings to the chain over the past two
vears; its quality performance acore of %5 the
highest in the french fry category

Eoeune's intense focus on customer rela-
tions is another factor, In Seprember, Gross
and Koeune were chatting about McDonald's
foens on wooing back cash-strapped custom-
ers. Three days later, she received a text from
Eoeune. His team had come up with some
ideas for how McDonald's could drive afford-
ability and value for customers, and proposed
a mesting to present therm *T didn't ask him
for that,” says Gross. “He could easily have
just said, "Mice chat,” and moved on. For us,
that’s what leadership looks like”

Strong relationships are likaly to become
even more important in the coming years.
The recent bout of inflation and a shaky
global econommy could crimp growth. Lamb
Weston shut down its fry factory in Conmell,
Wash, in October and laid off 4% of its global
workforee, citing discount meal offers that
translated into ferwrer fry orders. At the same
time, activist imvestor Jana Partners has taken
a % stake, pushing for a strategic review and
posaible sale.

Mesnwhile, the landscape in large devel-
oping countries like India and China, where
MecCain hopes to accel erate growih, is chang-
ing fast. Upstarts are pouring in—a report by
the TLS. Department of Agriculture found
that as of 2022 China’s frozen-fry exports
now excesd imports. Just five years earlier,
imports were 22 times exports.

Eoeune doesn’t seam overly worried,
given McCain's cost competitiveness and
other advantages, “We probably operate with
higher requirements with regard tosafety,” he
gy, “That's part of our vahie.”

Besides, MoCain has weathered plenty of
gtorms over nearly seven decades, and there's
no reason to think it won't do so again. *We
don’t have many global champdons like them
in Canada,” says RBC"s McEay. “We nead tn
create more MeCains in this world” H
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