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the other side?
Prof Ross Kingwell
Australian Export Grains Innovation Centre (AEGIC)

(continued over page)

A recent research report from AEGIC1 
examined the nature of Canada’s grain 
export system and the implications for 
Australia’s grain export sector. The 
report highlighted that the Canadians:

• have rationalised hundreds of 
small, inefficient receival points 
and invested in new high volume 
efficient receival points located on 
high capacity, efficient rail lines

• have reduced the time taken to 
deliver grain to port by one-third 
since the late 1990s 

• can deliver grain into Asia at 
almost the same cost as Australia, 
despite the long distance grain must 
travel from the inland Canadian 
growing areas to port, and then the 
long distance from Canadian ports 
to Asian markets

1 The report is available at:  
http://www.aegic.org.au/programs/supply-
chain.aspx

• invest more in grain marketing and 
promotion; and continue to train 
the users of Canadian grain

• receive more support from their 
governments, provincial and federal

• face a changing climate likely to 
enhance their production of grain.

What are the implications for Australia 
of the above-mentioned features of 
grain production in Canada? The main 
implication would appear to be a likely 
gradual erosion of Australia’s relative 
advantage in grain exporting. Australia 
seems destined to slip down the grain 
export rankings. 

Although Australia is favoured by its 
proximity to the burgeoning demand 
for grain in Asian markets, its ability 
to reliably and cost-effectively supply 
grain would appear to be hampered 
by the vagaries of its climate, the 
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Look over the grain fence: greener on the other side? (continued)
constraints of its soils and weeds, and 
the expense of its supply chains.

The expense and 
performance of Australia’s 
export grain supply chains
Has Australia’s grain handling and 
freight infrastructure investment and 
performance matched that in Canada 
over the last 15 years? Australia is 
blessed by its grain production regions 
being only a few hundred kilometres 
from export port terminals, whereas 
in Canada exported grain travels 
over 1500 kilometres to the main 
export terminals. Yet unfortunately in 
Australia, many export grain rail lines 
are old, low capacity grain-only lines. 
Upgrade of this rail infrastructure is 
expensive and the revenue returns from 
the rail transport of grain, due to grain 
production volatility, are uncertain. 

By contrast, the main rail network in 
Canada is well-maintained. In 2011, 
for example, Canada’s two main rail 
operators collectively spent more than 
$2.7 billion on capital programs for 
track and roadway, buildings, rolling 
stock and information systems. The 
Canadian rail networks that carry 
grain also carry petroleum, minerals, 
fertilisers, timber and intermodal 
freight; plus grain production in 
Canada compared to Australia is far 

less variable. The upshot is that the 
two dominant private rail companies 
in Canada are commercially very 
successful. The share price for 
Canadian National, for example, 
has risen from C$8 in 2001 to being 
around C$80 in 2015; a tenfold 
increase in 15 years!

In Australia, the myriad of pathways 
for grain to flow from farms to ports 
offers great flexibility in exporting 
grain from Australia, but as parts of the 
supply chain infrastructure gradually 
deteriorate it also generates many 
possible competing opportunities for 
infrastructure investment. In response, 
however, unfortunately often regional 
political vigour rather than economic 
rigour is unleashed in establishing 
investment priorities. Aside from 
this debate over regional investment 
priorities, the broader issue is that such 
investments in Australia unfortunately 
are currently constrained by the 
enfeebled budgetary positions of state 
and federal governments.

To identify investment priorities 
does require potential investors 
and beneficiaries to have access 
to accurate information about the 
impacts of any investment on supply 
chain performance. In that regard 
it is worth noting how information 
about the Canadian export grain 

supply chain is generated. When 
legislated reform of the handling and 
transportation of Western Canadian 
grain occurred in the late 1990s the 
Canadian Government required a grain 
monitoring program to be introduced. 
Quorum Corporation, a private 
transportation and logistics consulting 
firm, won the tender to track and 
monitor all aspects of the movement 
of grain from the farmgate through to 
vessel loading and departure. 

Quorum Corporation generates publicly 
available monthly, quarterly and annual 
reports that provide all stakeholders, 
including all levels of Canadian 
Government, with a comprehensive 
and objective set of metrics that 
support informed debate, policy 
formulation and investment planning. 
By illustration, a time series of more 
than 1500 metrics on grain supply 
chain performance are provided. Such 
regular, transparent and objective grains 
logistics information is not available to 
the Australian grains industry. Instead 
the Australian export grain supply 
chain is subject to infrequent, reactive 
and piecemeal investment, review and 
policy oversight. 

As recently revealed by AEGIC, 
it costs $46.80 to rail a tonne of 
wheat in Canada from upcountry 
1610 kilometres down to port. In 
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Australia it costs around $27.80 to 
rail a tonne of wheat from upcountry 
250 kilometres down to port. So in 
Canada the rail cost per tonne is around 
3c/km versus 11c/km in Australia. 
Moreover, Canada has reduced the 
time taken to deliver grain to port by 
one-third since the late 1990s. The 
same cannot be said for most grain-
exporting regions of Australia.

It is not only improvement in rail 
performance that has supported the 
export of grain from Canada. Rapid 
rationalisation and new investment 
in upcountry receival points has 
also forced cost-efficiencies in grain 
handling. Back in the early 1980s 
Canada had over 3300 mostly small 
upcountry receival sites. Now it has 
370. Despite the reduction in grain 
handling receival points in Canada, 
since 1999 the number of class D 
receival facilities in Canada has 
actually risen from 38 to around 115; 
where these facilities can rapidly load 
100 or more rail cars. 

In Australia, by comparison, over 
the period 1998 to 2010 the number 
of receival sites declined from 925 
to 625. Furthermore, in mid-2014 
GrainCorp Ltd, the major grain handler 
in eastern Australia, announced the 
closure of a further 100 or so of its 
receival sites, shrinking its network to 
180 core sites, supplemented with an 
additional $200 million to upgrade its 

remaining network. More generally 
in Australia, upgrades have occurred 
to many strategic sites to boost their 
receival rates, outturn rates and storage 
capacities. Although both countries 
have rationalised and improved their 
receival networks, the degree of 
rationalisation has been much greater 
in Canada and this has forced greater 
efficiency in receival point grain 
handling in Canada.

Climate and yield 
improvement
Climate change and climate variability 
do impact on grain production in 
Australia and Canada. In spite of 
drying trends observed in some major 
grain export regions of Australia, 
agricultural scientists, technologists 
and engineers have through decades 
of effort and innovation enabled a 
lift in the water-use efficiency of 
Australian crops. The outcome is that 
Australian farmers now enjoy much 
higher crop yields than otherwise 
would have been possible. Yet in spite 
of the commendable efforts of farmers 
and their science-based support, yield 
progress in Australia lags behind that 
observed in Canada (see Table 1). 

As pointed out by AEGIC, due to 
Australia’s much lesser rate of yield 
improvement, it is gradually losing 
market share. Note, Table 1 excludes 
Canada’s recent huge bumper year 
of crop production in 2013/14. Its 
inclusion would only worsen the 
picture for Australia.

The Canadian Government’s early 
acceptance of genetically modified 
(GM) technology for canola production 
supported huge investments in canola 
breeding that have enhanced the relative 
profitability of canola such that its 
share of crop production in the prairie 
provinces has increased from around 
8% in the early 1980s to be currently 
around 25% of all crop production. 

Since the late 1990s the privatisation of 
wheat breeding in Australia, supported 
by the policy innovation of end point 
royalties, has enhanced yield gain for 
Australian wheat farmers. Potentially 
similar policy developments are now 
underway in Canada. In March this 
year, Canada finally became a signatory 
to UPOV 91 which has strengthened 
varietal intellectual property rights 
and will allow new private investment 
in plant breeding, provided a revenue 

Table 1:  Canada versus Australia’s annual rates of yield improvement (kg/ha).

Period
Canada Australia

Wheat Canola Wheat Canola

2000/1 to 2012/3 68 26 11 7

►
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collection method such as end point 
royalties is developed and agreed to by 
the Canadian grains industry. Canada’s 
Federal Government has already 
signalled its intention to reduce the 
public funding of cereal breeding. The 
possible entry of major international 
plant breeding firms into cereal variety 
provision in Canada will only further 
enhance cereal yields in Canada, to the 
detriment of Australian cereal exporters.

When the forecasts around the 
impacts of projected climate change 
are examined, the inferences are that 
Australia’s principal grain export 
regions are liable to face environments 
less conducive for grain production. 
Warming and drying trends present 
agronomic challenges not easily offset 
by the benefits of higher concentrations 
of CO2. By contrast, Canada faces 
environments forecast to be increasingly 
conducive for grain production. 
Warmer, longer growing seasons and 
CO2 fertilisation effects in combination 
are likely to boost crop yields and 
potential crop areas in Canada.

Aside from the challenge of climate 
change, Australian farmers already face 
the challenge of climate variability. 
Compared to Canada, Australia 
experiences much greater production 
volatility. The variability in its grain 
export volumes already hampers 
Australia’s ability to be a reliable 
and consistent supplier. By contrast, 

Canada experiences far less production 
variability and so can market itself as a 
dependably consistent export supplier. 
For Asian countries where food 
security is a priority, Canada can tout 
itself as reliable source of export grain. 
It is no surprise that Asia continues 
to be a growing market for Canadian 
cereals, oilseeds and pulses.

Grain marketing  
and promotion
One organisation in Canada that 
usefully serves its export grains sector 
has no equivalent in Australia. The 
Canadian International Grains Institute 
(CIGI) coordinates market support for 
the export of Canadian grain. During 
its 43 years of operation, more than 
39,000 people have participated in 
CIGI’s programs, 14,000 of whom are 
in Australia’s strategic Asian markets. 
This group constitutes a vast alumni 
of skilled grain processing staff, 
experienced in the use of Canadian 
grain, who are then supported through 
ongoing contact. The Australian grains 
industry has no equivalent longstanding 
program to support the use of its 
grain. According to comments made 
to AEGIC staff, Australian grain 
customers in Asia have noted the lack 
of an Australian equivalent to CIGI 
and more importantly, CIGI and other 
advocacy groups such as the US Wheat 
Associates take advantage of this fact.

There is no coordinated approach in 
Australia regarding grain promotion, 
training and grain quality processing 
research and development. 

Concluding remarks
If stakeholders in Australia’s export 
grains sector look a long way over 
their grain fence towards the western 
shores of Canada, then they will see 
causes for concern. It does seem 
greener on the other side and it’s not 
just an illusion.

Just because Asia is on our doorstep 
does not mean we are destined to be 
ushered in. In fact our place in the 
queue is somewhat precarious. Our 
proximity to Asia is useful but it is not 
a sufficient advantage. 

The old adage that to turn opportunity 
into reality requires hard work 
certainly remains true for Australia’s 
export grain sector. There are many 
things that all Australian stakeholders 
need to work hard at if Australia is to 
remain a key and valued exporter of 
grain. The AEGIC report mentions 
some key immediate actions that could 
usefully serve the future of Australia’s 
export grains sector. 

The report can be downloaded from: 
http://www.aegic.org.au/programs/
supply-chain.aspx 
For a hard copy please email 
admin@aegic.org.au
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The Australian Farm Institute will be holding its annual Agriculture Roundtable 
Conference on 4th and 5th November, 2015 at the Hilton Sydney. The event 
commences with dinner on the evening of Wednesday 4th November and 
continues with breakfast and full day’s discussion on Thursday 5th November. 
The Australian Agriculture Roundtable Conference has been held by the 
Australian Farm Institute every year for over 10 years. It brings together the 
most senior leaders of Australian agriculture and agribusiness to discuss 
issues of strategic importance to the future of the sector. 

Isn’t it time you became a member?

If you appreciate the information in this newsletter and the 
work that is carried out by the Australian Farm Institute, 
then perhaps it’s time you became a member.

Membership of the Institute provides you or your 
organisation with access to all the work of the Institute, 
not just to the information in this newsletter. Membership 
also provides valuable resources in order for the Institute 
to continue to carry out the work that it does, in advancing 
the interests of the agriculture sector in Australia.

So ultimately, membership of the Institute is a win-win 
situation. 

You become better informed about the critical issues 
that are shaping the industry, and the Institute is able to 
conduct the critical analysis and gain insights that shape 
policy decisions to improve the opportunities for those 
involved in the sector.

The Institute relies on funding from its individual and 
corporate members, and is not funded by government. 

For more information, go to www.farminstitute.org.au

Individual Membership
You can be part of the Institute’s work and also gain access 
to Institute reports, the Farm Policy Journal, newsletters 
and seminars by becoming an individual member of the 
Institute. The Institute is recognised as an accredited 
research institute by the Australian Government, which 
means that contributions by individuals are fully tax 
deductible. 

Corporate Membership
The Institute encourages agribusiness organisations, 
farmers, and regional communities to become contributors 
through Corporate Membership. By providing financial 
support for the work of the Institute, contributors can 
ensure that policies and ideas to advance their industry are 
being developed and promoted to policy-makers. As well 
as providing access to Institute events and publications, 
being identified as an Institute contributor sends a clear 
message to the agricultural sector and to policy-makers 
that an organisation is interested and engaged in the long-
term future of the sector.
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Judging the right level of agricultural RD&E 
Agricultural research, development 
and extension (RD&E) has long been 
recognised as a significant driver 
of productivity in the Australian 
agriculture sector. However, despite 
almost universal support in principle, 
there is little consensus amongst 
farmers or policy-makers about 
what is the optimal level of RD&E 
expenditure for the sector. This isn’t 
surprising. Tracking the benefits 
derived from experimental outcomes 
to the bottom line of farm businesses 
is fraught with difficulty, and involves 
extended timeframes. 

Despite this uncertainty, Australian 
farmers are routinely asked to make 
a decision about whether the level 
of RD&E levies they pay should 
be increased or decreased, and it is 
assumed that they are able to make a 
rational judgement about this.

Recognising the challenges associated 
with this issue, the Institute has 
commenced a research project that 
has the objective of developing a 
decision-making framework that can 
assist Australian rural industries when 
making decisions about appropriate 
levels of RD&E funding.

The need for such a framework is 
reasonably apparent. Under the current 
levy arrangement, the 0.5% or more 

taken from gross farm output in the 
form of levies can be a significant cost, 
potentially reducing net farm business 
profit by up to 2% per annum. Farmers 
and/or their representative must weigh 
these costs against the perceived long-
term returns to their businesses that are 
generated by RD&E programs funded 
by the levy payments and matching 
government funding. 

Producing an objective decision-
making framework for farmers and 
policy-makers has its challenges, not 
least of which is simply ascertaining 
the actual level of existing funding. 
Sheng et al. estimated that public 
agricultural RD&E expenditure in 
2007 was approximately $1 billion,1 
while the Productivity Commission 
estimated that total national public 
investment in rural RD&E in 2008–09 
was approximately $1.4 billion.2 A 
major challenge for the project will 
be coming up with a robust number 
that reflects the actual level of RD&E 
funding that is currently occurring.

1 Sheng, Y, Gray, EM, Mullen, JD & Davidson, 
A (2010), Public investment in R&D and 
extension and productivity in Australian 
broadacre agriculture, 16th World Productivity 
Congress and 2010 European Productivity 
Conference, Antalya.

2 Productivity Commission (2011), Rural 
Research and Development Corporations, 
Report No. 52, Final Inquiry Report, Canberra.

In an ideal world optimal funding 
levels should be based on an optimised 
RD&E network, within which 
discoveries are rapidly translated into 
new farm innovations and adopted by 
farmers. This is almost certainly not 
the case in the real world. Nor can 
it be assumed that decision-makers 
are successful at optimally allocating 
funds to those areas likely to generate 
most benefits for levy-payers. The 
complexities of RD&E mean that 
farmers and policy-makers will forever 
be attempting to optimise funding 
levels on sub-optimal distribution 
to a varying extent. However some 
accommodation needs to be made for 
these issues, and ultimately decisions 
made in the absence of perfect 
information.

Perhaps the most formidable challenge 
to optimising RD&E funding levels 
is working out what returns the sector 
receives from its investment. Cross-
pollination from other sectors and 
international research confounds the 
estimates of returns from agricultural 
RD&E funding in Australia. For 
example, the recent explosion of 
farm data and applications is largely 
courtesy of advances in computer 
science emerging out of Silicon 
Valley and a host of international 
and domestic university departments 
focused primarily on information and 
communication technology (ICT) 
rather than agriculture. Farmers and 
policy-makers need to tease out the 
actual contribution of Australian 
agricultural RD&E funding, separate 
from the gains generated by these 
external factors.

All things considered, the fact that 
agricultural RD&E funding decisions 
are currently made without any real 
objectivity is not surprising. However, 
Australian farmers are likely to be 
asked more frequently in the future 
about the level of RD&E funding they 
wish to support, so there is merit in 
developing a framework to guide such 
decisions.
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A ‘Why Australian?’ campaign is more important  
than a simplistic logo
The Australian Farm Institute 
convened the Future Trade 
Opportunities for Australian 
Agriculture conference in Canberra 
in June 2015. There was general 
agreement at this conference about 
the need to transition the Australian 
agricultural sector (in broad terms) 
from a plain old commodity exporter 
to a more innovative consumer 
product exporter. A major driver 
behind this aspiration was Australia’s 
limited production capacity relative to 
future global food and fibre demand 
projections. However, a significant 
sticking point in the discussion was 
exactly what role a national brand 
should play in the transition.

Over the last 50 years, the Australian 
agriculture sector has always been 
a globally significant exporter of 
largely undifferentiated agricultural 
commodities. These were commodities 
such as wheat, beef and wool that 
were marketed to overseas processors, 
which were part of a chain that 
eventually resulted in the manufacture 
of finished products suitable for 
purchase by consumers. Along the 
way, these commodities largely lost 
their ‘Australian’ identity.

The growing wealth of consumers 
in developing nations, coupled with 
the rapid globalisation of agriculture 
that has occurred over the past two 
decades, is necessitating major changes 

7discoveries

in order for Australian agriculture to 
remain profitable and competitive. 
Australia is now one of the highest 
cost nations in the world, meaning 
that it is very difficult for Australian 
agricultural produce to compete purely 
on price against products from major 
competitors such as Brazil, Argentina, 
Thailand, New Zealand and even the 
United States (US). 

Fortunately, Australia has managed to 
develop well recognised and respected 
national systems to provide assurance 
about the food safety, chemical residue, 
and the pest and disease status of 
exported agricultural products. While 
the farm level requirements associated 
with these are often considered to be 
‘just another cost’ for farmers, there 
is no doubt they have provided major 
benefits in export markets. 

Australia’s uninterrupted access 
to the Japanese and Korean beef 
markets over the past decade, while 
competitors such as the US, Canada 
and Brazil have been denied access 
due to disease and biosecurity risks, 
is a very stark reminder of the value 
of these systems and the potential risk 
associated with their failure. ABARES 
has recently estimated that Australia’s 
biosecurity system is worth between 
$12,000 and $17,500 per year to the 
average broadacre farmer, or 12% to 
17% of annual broadacre farm profits.1 

The key challenge for Australian 
agriculture however is to find ways 
to maximise the value of the sector’s 
reputation, and also to consolidate and 
enhance that reputation in the future 
without incurring excessive costs. 
Many of the speakers at the conference 
made reference to the need for a 
national ‘brand’ that could be utilised 
for this purpose, although it was 
1 Hafi, A, Addai, D, Zhang, K, Gray, EM (2015), 

The value of Australia’s biosecurity system at 
the farm gate: an analysis of avoided trade 
and on farm impacts, Australian Bureau of 
Agricultural and Resource Economics and 
Sciences (ABARES), Canberra.

evident that exactly what this means 
or how it would be implemented is a 
subject requiring some debate.

There is a tendency by some to 
simplistically ‘stick a logo’ on any 
produce grown in Australia, on the 
assumption that the product will be 
preferred because it’s Australian. 
However, this is essentially what is 
already in place with the ‘Australian 
Made’ kangaroo logo, and it is hard to 
see why simply replacing the logo will 
make any difference. 

It was also evident at the conference 
that some of Australia’s biggest 
agricultural producers and 
exporters are intent on developing 
and promoting their own brands 
(understandably) and have no intention 
of cluttering their product packaging 
real estate with a national logo that is 
available to anyone, irrespective of 
the quality or safety of their product. 
Nevertheless, despite the resistance 
of major exporters to the notion of 
a national logo, most were happy to 
acknowledge that the international 
reputation of Australian produce – 
and especially the food safety and 
biosecurity reputation – is an important 
component of their ability to market 
their products in higher value markets.

This leads to the conclusion that 
the critical first step should be the 
development of an information 
campaign explaining why Australian 
agricultural produce should be 
preferred and trusted by international 
and Australian consumers. Essentially, 
a ‘Why Australian’ campaign that 
brings together information about the 
underlying food safety, biosecurity and 
environmental standards associated 
with Australian agricultural production 
would provide a focus for all 
Australian efforts – be they by state 
governments, individual companies, 
industry organisations or the Australian 
Government – to enhance the appeal of 
Australian products for consumers.
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Almost three years on, has the Murray-Darling 
Basin Plan delivered on its promises?

enormous injection of public money 
into the irrigation sector as a direct 
consequence of the Plan.

Few people who live and work in 
the Basin would question that a 
healthy, working river underpins a 
host of industries, local economies 
and social and cultural values. The 
long-term social and cultural fabric 
of the Basin is tied to the successful 
implementation of the Plan. There 
is a need to improve the anticipated 
Aboriginal benefits from the Basin 
Plan and properly engage on the issue 
of cultural flows. 

Gavin McMahon, NIC
The Murray-Darling Basin Plan 
will not be fully implemented until 
2019. Consequently it is difficult 
to ascertain the impact of the Plan 
across the Basin around the use and 
management of Basin water resources 
regarding improving social, economic 
and environmental outcomes. The 
Commonwealth Environmental Water 
holder is amassing an extremely large 
portfolio of water and learning how to 
plan, deliver and monitor the use of 
that water for environmental and social 
outcomes. In some river reaches the 
benefits of this water is being realised. 

National Irrigators’ Council (NIC) 
supports the significant investment 
made in upgrading and modernising 
irrigation systems producing some of 
the most efficient systems in the world. 
This investment provides short- and 
long-term benefits for communities. 
Water savings from infrastructure 
projects are shared, resulting in water 
being retained on-farm, contributing 

to direct employment in irrigated 
agriculture; it represents fewer job 
losses on farms and opportunities for 
important downstream processing 
industries. This employment provides 
the social and economic underpinnings 
of many communities in the Basin. 
This investment also provides 
short-term local stimulus during the 
construction phase of projects. 

NIC has actively campaigned for a 
legislated 1500 gigalitre (GL) cap on 
water buybacks in the Murray-Darling 
Basin. Legislation now before the 
Australian Parliament providing for 
this measure reflects the government’s 
commitment to irrigated agriculture 
and its understanding of the benefits of 
water left in production.

More broadly however, communities 
dependent upon irrigated agriculture 
within the Basin fully understand 
the impacts the Basin Plan will have 
on the economies that drive their 
communities. 

The Murray-Darling Basin Plan 
was signed into law at the end of 
2012, and is now almost three years 
old. Do you believe the plan has 
resulted in improvements in the use 
and management of Basin water 
resources in a way that optimises 
social, economic and environmental 
outcomes?

Arlene Harriss-Buchan, ACF
It’s too early to say whether the Basin 
Plan will ‘optimise’ environmental, 
economic and social outcomes but it 
has certainly improved the use and 
management of water across the Basin 
and is a big step in the right direction 
towards balancing water for nature 
and water for irrigation. Significant 
volumes of water recovered under the 
Basin Plan, often combined with state 
or community group water holdings, 
have already been used to improve 
the condition of wetlands, rivers, 
floodplains and the myriad of native 
plants and animal populations across 
the Basin. It will take a long time 
to fully understand and quantify the 
ecological outcomes attributable to 
the Basin Plan, but multiple benefits 
and positive outcomes are already well 
described and reported in many case 
studies. 

The Basin Plan has also given a 
huge economic boost to rural areas. 
Over $2.5 million is spent in the 
Basin every single day in the future 
sustainability of irrigated agriculture. 
This investment will continue until 
2019 and beyond through various 
funding packages. This is an 

Gavin McMahon
Chair, National Irrigators’ Council (NIC), and 

Chief Executive Officer, Central Irrigation Trust

Dr Arlene Harriss-Buchan 
Healthy Rivers Campaigner, 
Australian Conservation Foundation (ACF)

The Institute interviewed two industry experts, with differing policy viewpoints, 
to gain their opinions on this issue
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What aspects of the Basin Plan do 
you believe are in need of change, and 
what changes should be made?

Arlene Harriss-Buchan, ACF
It took a long time and a huge effort 
by all stakeholders to achieve a Plan 
that has bipartisan support. ACF 
believes no big changes to the Plan 
should be contemplated at this point. 
Instead, energy and resources should 
be focused on completing what has 
been started and getting water use onto 
a sustainable footing so the nation’s 
most important Basin continues 
to support all the social, cultural, 
economic and environmental values 
for which it is recognised. No-one 
thinks the Basin Plan is perfect, but 
it’s good enough to be getting on with. 
Further delays and changes would 
undermine the original intentions and 
erode its widespread support. 

We should of course strive to learn 
as we go, adopt new knowledge and 
information and adapt accordingly. 
Engagement with Basin communities 
must build on ‘localism’. It’s 
important that decisions, policies 
and assessments are based on an 
objective analysis of facts, data and 
evidence. People and economies 
in the Basin face many challenges, 
including commodity prices, input 
prices, exchange rates, drought and 
competition within the water market. 
Some people like to blame the Basin 
Plan for all manner of international, 
market and other challenges. Changing 
the Basin Plan midstream, as it 
were, would undermine its outcomes 
without fixing the problems some rural 
communities are facing. 

Gavin McMahon, NIC
The major focus of the Basin 
Plan should be to complete the 
implementation in the manner that 
was promised to Basin communities. 
Investment in water recoveries should 
concentrate on infrastructure. All Basin 
governments must be held to account 

to ensure they have exhausted all 
opportunities. 

Communities were promised a 
program of adaptive management and 
localism which has not been pursued 
or activated. Despite local feedback by 
Basin communities, through a range 
of mechanisms, this information is 
not adequately reflected in the reports 
generated by governments. Issues of 
concern include:

• Constraints Management Strategy: 
the Murray-Darling Basin 
Authority (MDBA) continues to 
rely on modelling parameters that 
are in some cases at odds with 
existing knowledge of maximum 
flow rates. 

• Long-term Diversion Limit 
Equivalent (LTDLE) factors: 
current reliability factors 
adopted by the Department of 
Environment and MDBA for 
reporting the yield of entitlement 
recovered in Macquarie and 
Gwydir Valleys are inconsistent 
with reliability measures derived 
from the hydrological modelling 
underpinning the MDBA’s 
determination of Sustainable 
Diversion Limits (SDLs).

• Northern Basin Review: 
community discontent that the 
Review process is unclear around 
desired objectives and outcomes. 

• 650 GL equivalence: the Plan 
provides for the up-water recovery 
target to be reduced by up to 
650 GL through efficiency and 
supply measures; early modelling 
results are not encouraging; MDBA 
acknowledges it will not be able to 
model all proposals received from 
Basin states by the time specified in 
the Plan.

What are the key measures that should 
be used to judge whether or not the 
plan is achieving its objectives, and 
do you believe that adequate effort is 
being made to measure and monitor 
the performance of the Basin Plan?

Arlene Harriss-Buchan, ACF
It’s hard to summarise what this looks 
like in a few words. Perhaps the acid 
test is whether or not the Murray-
Darling survives the next drought 
without irreversible damage to valued 
environmental assets, the collapse of 
the irrigation industry and the loss of 
community confidence in the Basin’s 
future.

The National Water Commission, 
recently abolished by the Abbott 
Government, had the job of monitoring 
and auditing the implementation of 
the Basin Plan. The Commission’s 
demise, combined with the overall 
weakening of public institutional 
capacity via the erosion of funding 
and staff at Commonwealth and 
state levels, will have very serious 
consequences for future monitoring, 
auditing and evaluation of the Basin 
Plan. This requires remediation as a 
matter of urgency. The Murray-Darling 
Basin Authority and Commonwealth 
Environmental Water Office have 
made good investments to date into 
their monitoring frameworks. 

Gavin McMahon, NIC
Monitoring and measurement within 
the Basin Plan is episodic and lacks 
coordination. Contracted water 
recovery in the Murray-Darling Basin, 
is estimated at 1951.6 GL or 71% of 
the targeted 2750 GL. Yet, no baseline 
studies are available on the Basin’s 
environmental health, to understand 
the level of water recovery needed to 
meet environmental objectives.

We will determine whether the 
Plan was successful if changes in 
economic, social and environmental 
conditions within the Basin can be 
monitored before, during and after 
implementation. 

Communities will no longer accept 
debates based on modelling but expect 
to see tangible positive outcomes. 
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Australian Profitability by Industry Division
Largest enterprises, five years through 2013-14
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Figure 1:  IBISWorld’s analysis of profitability of Australia’s largest 2000 
companies over a five year period to 2013–14.

Source:  Ruthven, P (2015), Profitability across our industries, IBISWorld Media Centre, 8 July, available at:  
http://media.ibisworld.com.au/2015/07/08/profitability-across-our-industries/

Poor analysis leads to questionable results
The divide in knowledge and 
understanding between those involved 
in Australian agriculture and those 
involved in finance and business in the 
capital cities was made starkly evident 
recently, in an analysis published by 
research group IBISWorld of the levels 
of profitability of companies in different 
sectors of the Australian economy.

The research involved an analysis of 
the profitability of Australia’s largest 
2000 companies over a five year period 
to 2013–14. The companies were 
allocated to economic sectors, and the 
average profitability (percent return 
on shareholders’ funds) was calculated 
for each economic sector. Agriculture 
fared the worst of all economic sectors 
in the economy, based on this analysis, 
as shown in the following graph.

The results appeared to paint the 
agriculture sector in a very poor light, 
so some further investigation was 
undertaken in order to gain a better 
understanding of how the numbers 
were calculated. 

It turns out that the agriculture sector 
was represented by 16 companies, but 
closer investigation revealed that the 
definition of ‘agriculture’ used in the 
analysis was certainly not one that 
most people would use. 

Of the 16 companies included, four 
were forestry companies, two of which 
were owned by state governments. 
Exactly how the return on shareholder 
funds for these were calculated 
is an interesting question, given 
government’s propensity to extract 
dividends and extra revenue from 
government-owned businesses in all 
sorts of different ways. 

Another two companies were involved 
in aquaculture, and two were fishing 
companies, one of which also 
generates significant revenue from 
marine engineering and jewellery 
manufacture and marketing. A further 
three companies included in the 
analysis were agricultural commodity 
processors and traders.

Just two of the companies included 
were businesses that would be 
considered to be purely involved in 
agricultural production. These were 
both large-scale northern Australian 
beef producers, which have been 
affected by drought, government 
market intervention and the high 
Australian dollar in recent years. Three 
others were involved in agricultural 
production and also in food processing 
and marketing. This means that, at 
best, five of the 16 companies included 
could be considered to be involved 
in agriculture, as the definition is 
commonly understood. 

What was even more curious about 
the analysis was that there are a 
number of other large companies that 
are involved in very similar activities 
to those ‘agricultural’ companies 
included in the research, but which 
were not included. 

Interestingly, the analysis revealed 
that the average rate of return of all 

the companies involved in the analysis 
was a little over 6%. This is almost 
exactly the same average rate of return 
that has been generated by the 25% of 
broadacre farms that have an annual 
turnover of $400,000 or more per year, 
and which account for 70% of the total 
output of the Australian agriculture 
sector.

According to ABARES survey data, 
these farms have generated an average 
return of 5.9% per annum over the 
last 25 years since 1990, or 6.8% if 
the major losses and reduction in land 
values that occurred in 1991 due to the 
wool price crash are ignored.

Exactly why IBISWorld would publish 
such misleading data is difficult to 
understand, but needless to say it does 
nothing to improve the knowledge 
divide that exists between the 
Australian financial and agricultural 
sectors. Perhaps a few of the analysts 
need to get out into the bush and get a 
bit of dirt on their R M Williams boots!

10 crossing the divide
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Trans-Pacific Partnership 
negotiations speed up
The Trans-Pacific Partnership (TPP) 
is a proposed multinational trade 
agreement involving 12 countries 
throughout the Asia Pacific region 
and collectively represents 40% of 
the world’s gross domestic product 
(GDP). The pact is aimed at deepening 
economic ties between the nations 
and focuses on facilitating trade 
by tackling issues like intellectual 
property, environment and labour. One 
of the more contentious negotiations 
includes reducing protection in 
agriculture. More generally, there is 
concern that the proliferation of free 
trade agreements (FTAs) may result 
in overlapping trade rules, which may 
raise transaction costs for businesses 
and result in the fragmentation of 
trade. Australia has also been pushing 
for negotiations to re-open with the 
United States (US) regarding market 
access for sugar, which was left out of 
the Australia-US FTA, however this 
has yielded disappointing attention so 
far. The US Senate recently approved 
the trade promotion authority to speed 
up negotiations for the TPP. 

Drought support boosted  
for western United States 
The Obama Administration is boosting 
support for western US states still 
coping with the record drought, 
promising nearly $150 million in 
aid over two years. Most of this will 

support tree-thinning, watershed 
restoration, streambed improvements, 
and other work. An additional 
$13.6 million will aid farmers and 
$6 million will provide grants to 
rural communities. This new support 
follows the US Government’s 
12th of July delivery of more than 
$110 million in grants and other forms 
of assistance for farmworkers and rural 
communities. It is estimated that 35% 
of the western US states are facing 
‘severe’ drought, California being the 
worst hit with almost half the state in 
‘exceptional’ drought. 

ABARES warns of 
strengthening El Niño
Good autumn rains across much of 
the eastern states in recent weeks 
may have improved the seasonal 
outlook despite continuing talks of a 
developing El Niño. Many producers 
are experiencing a wetter than usual 
season, but forecasters warn the El 
Niño will in time reduce rainfall and is 

likely to bring dry spring conditions to 
central NSW. The Australian Bureau of 
Agricultural and Resource Economics 
and Sciences (ABARES) warned the 
El Niño weather pattern was beginning 
to strengthen and its impact on winter 
crops would be mixed. 

Russia extends ban on 
Western food imports
The Russian Government extended 
retaliatory bans by one year against 
Western food imports, including those 
from Australia. The decision followed 
European Union (EU) ministers 
approving a six-month extension of 
sanctions that were ‘introduced in 
response to Russia’s destabilising role 
in eastern Ukraine.’ Currently, the 
ban includes beef, pork, fish, cheese, 
milk and dairy products from the EU, 
US, Canada, Norway and Australia. 
However Russia’s agriculture minister, 
Alexander Tkachev, suggested the ban 
may expand to include confectionary, 
flowers and canned fish.

Australian and international farm policy news

farm policy news

John Ralph Essay Competition 2015
The John Ralph Essay Competition is an annual essay competition 
conducted by the Australian Farm Institute to encourage strategic and 
creative thinking about issues of importance to the future of the sector 
in Australia. The topic of the John Ralph Essay Competition for 2015 is: 
Australian agriculture should forget about the pursuit of productivity, 
and instead focus on premium markets.

The competition awards two prizes – Open: $5000 and Novice: $1000, plus 
free attendance at the 2015 Australian Agriculture Roundtable Conference

Entries close: Friday, 18 September 2015
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In the news
The Institute’s recent Future Trade Opportunities for 
Australian Agriculture conference in Canberra provided 
insight into the trade prospects of a range of agricultural 
sector industries, including meat, dairy, cotton, grains, 
horticulture, wine and livestock. 

Vernon Graham’s article in The Land, ‘AACo’s Asian prime 
cut’ (22 June 2015), described how a ‘number of speakers 
at the forum... said Australia had to move from exporting 
farm commodities to premium-quality branded products to 
cater for the world’s rapidly swelling middle classes.’ He 
described how Cye Travers, AACo’s general manager for 
branded beef, saw AACo’s future as that of a provider of a 
luxury product and wanted its best beef treated like vintage 
wine in the world’s leading restaurants, ‘We want to operate 
at the top of the price pyramid.’

Upcoming events
AFI’s annual Australian Agriculture Roundtable Conference 
will be held at the Hilton Sydney on 4 & 5 November, 2015.

Out and about
 Recently the Institute’s Executive Director, Mick Keogh, 
has spoken at: 
• Dairy Cooperative Leaders’ Forum, Melbourne

• Live Export Forum at Beef Australia, Rockhampton, 
Queensland

• Ag Institute Australia 2015 National Conference, 
Hamilton, Queensland

• Holbrook Landcare Network Ag Forum, Holbrook, 
NSW

• Victorian Government Future of Horticulture 
Conference, Tatura, Victoria

• GrainGrowers Innovation Generation Conference, 
Canberra
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