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Why measure economic sustainability?

Around the world the three uniform reasons are:
1. To profile the industry’s sustainability
2. To improve sustainability

3. To present the industry’s sustainability credentials

However, the relative emphasis on these three varies greatly




What Is economic sustainability?

A range of definitions

— maintaining capital, viability, meeting growing
demand sustainably, resilience in face of threats etc

Can be unclear, multi-faceted and/or
Inherently conflicting

Can be industry based or enterprise based



How difficult can it be?

Main challenges faced
A clear purpose & definition
Simple & easy to understand

Quantifiable & transparent

Sensitive to change
One aggregated indicator or a set - simplicity versus meaningful

Small a set of indicators as possible yet comprehensive, robust & effective
Amenable to industry action

Meaningful timeline: annual vs 5 years vs 10 years

A set & robust review process



BEEF BY THE NUMBERS

The beef industry is one of Australia’s largest industries and
the highest value agricultural industry. Here's a snapshot.

Diverse farms
AACo 0.5 million cattle/7 million hectares
>1,600 cattle / 7% farms / 52% cattle
<200 cattle /41% of farms / 7% cattle

THE BEEF VALUE CHAIN

The Australian beef value chain is complex and varies
depending on the end market. The full value chain indludes
transport, retail and the end consumer. However, as
discussed in the Framework boundaries on page 19, the
Framework is focused on those areas where the industry
can exercise some contral.
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What is Australia doing?

In a collaborative effort

\'s Australian Beef

' Sustainability

Framework

2017 Framework Report
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Framework

Australian Beef Sustainability Framework

A thriving Australian beef
industry that strives to
continuously improve the
wellbeing of people, animals
and the environment.

We believe sustainability is the production

of beef in a manner that is socially,
environmentally and economically responsible.
We do this through the care of natural resources,
people and the community, the health and
welfare of animals, and the drive for continuous
improvement.
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It will be used to

* Direct industry investment for continual
improvement

» Help protect and grow access to investment
and finance

« Foster constructive relationships with
stakeholders to work together on continual
improvement

* Promote our industry to the community and
customers

» Guide continuous improvement for industry

Different words but you will recognised these goals in your own sustainability program



The framework does not:

« Establish or endorse measurement systems at an
individual business level

* Provide an accreditation or certification system
* Endorse prescriptive management practices

» Create paperwork for individual businesses

e existing data will be used where available




Boundaries of the Framework

The Framework covers beef production from the paddock to the point of delivery to either processor or end market. The scope
of the Framework is limited to those sections of the value chain where the industry has diract or some control. The Framework
has also given consideration to those areas outside of direct control that are material to the industry.
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$ ECONOMIC RESILIENCE INDICATORS

Farm

Farm profits productivity

Farm cost of
production
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Indicators: issues arising
Rate of return to capital

Rolling 5-year average

% return to capital

-0,6
July to June year  orelimi
Source: ABARES p: preliminary




The Australian beef industry has been expanding
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Lifestyle & legacy

Lifestyle considerations

Love of the land & its way of life

Maintaining & passing on the
family legacy

You do not want to be the one to sell
the family farm




Off-farm incomes are a major contributor

90%
80%

Income

70%
60%
50%

% of net farm

= Small & medium family farms (85%)
All farms
—|_arge family farms (14%)
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Many operated on part-time
basis

Husband or wife or sons/
daughters work off-farm

» Contract farm services
« Transport companies

« Stock or land agents

« State government

* Local agribusiness

* Retail stores

Or have off-farm investments



Land prices for broadacre farms, by zone
Pastoral value trebled in last 20 years

Research suggests that land price increases contribute around 80% of the long-term wealth generation of
Australian farmers — making them more custodians of the land/real estate investors, than farmers
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p Preliminary estimates.
Source: ABARES Australian Agricultural and Grazing Industries Survey




Issues arising: cost of beef production 2016

1 Total capital cost
B Total land cost

USD per 100 kg carcass weight
1.200

10.05.2017 International cost of beef production —

I Europe Total labour cost
1.000 B Non-factor costs incl. depreciation
B . | Asia Afri
mericas | . | rica
800 | ‘ Oceania 7L
600
400
200
0
Source: agri benchmark Beef and Sheep Result Data Base 2015
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Issues arising: Productivity growth indicator

Total factor productivity growth Total factor productivity
broadacre beef industry
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Source: ABARES Australian Agricultural and Grazing Industry Survey



Other issues raised by early assessment of indicators

« How to introduce investment or capital growth measures —
lead indicators?

* Farm investment

* Debt servicing ratio
* Farm equity

* Farms at risk

« Data development issues with demand and
feedlot/processor profit & cost measures



Next steps

Sustainability Steering Group just appointed
Oversee development & testing of indicators

Indicators reported on an annual basis
commencing May 2018

Comprehensive report & review every five
years

No targets set, but issue to be revisited in
the five year review




Agri benchmark’s
potential role

In helping to derive meaningful
aggregate & country sustainability
measures on farm

In allowing countries to develop &
compare standard indicators

- especially for profitability &
productivity

Only credible data source for global
comparisons

Who we are | Contact Us

Beef and Sheep

| available! More scientific
pubfcations, information
©n ongoing projects ... +

Conferences

Exchange of ideas and information - the
annual Beef and Sheep Conference is an
important ...+

2 ‘ Publications and Projects
- @ Beef and Sheep Report 2015

Mgl Farm Information
3 § Astendardised, downloadable
description of all Beef and Sheep

farmsin agri benchmark ...+

Team

Meet the Beef and Sheep Team at
Braunschweig ...+

Search Q

Our Network
' Theworld of cattle and shesp
meat - more than steaks and kegs

@+ THUNEN

global networks

LS

JOHN DEERE IMS



,f*x

& : "’f;!' n '}"‘"ﬂ”"h

Zonin

The competition in Australia is close and fast-movﬁ:lg

Thank you

MEAT & LIVESTOCK AUSTRALIA



