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Foreword

This bulletin represents the combined efforts of all officers in the
Economics Division of the South Australian Department of Agriculture who
perceived a real need to document, analyse and evaluate those factors and issues
likely to impinge on the development of agriculture and the rural communlty 1n

South Australia during the l980ts.

"Agriculture in the South Australian Economy" is not only descriptive of
what is taking place at the moment but also attempts to address the "what if"
issues.

The Technical Report provides a very rich prinary data base which can be

utilized by everyone (particularly policy makers, academics and students) to
make their ovrrl assessments of likely developments in South Australian
agriculture during tht 80rs.

I wish to record my appreciation to all officers of the Economics Division,
particularly those who contributed individual chapEers. Deane Crabb and Gary
Oborne read and edited che final revj-sion. To both officers I give special
thanks

Adelaide
May,1983

4"*2";1 &*
(George J. Ryland)

CHIEF, ECONOI"IICS DIVISION
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Chapter I

SOUTH AUSTRALIAN AGRICULTURE _ AN OVERVIEW

The South Australian (S.A.) agricultural production and marketing system

involves a complex number of inter-related activities. It begins, of course,
with the farmer who is involved prinarily with the production of food and fibre.
Ilowever, beyond the farn gate it involves many activities including input
supplies, farm services, distribution, processlng and selling. The integration
of these non-farm activities with the production aspects of farming is a feature
of rhe specialized nature of modern agriculture.

Basically, there are three inter-related sectors comprising the S.A.
agricultural system. Firstly, the input supply sector which is involved with
supplying factor inputs into agriculture. These factors include fertilizer,

""Ld, 
herbicides, machinery and equipment. Secondly, the farm sector which

combines these inputs as well as labour, capital and technology to produce a

vast mix of cornrnodities. Thirdly, there is the product sector which involves
Eransporting, processing and selling to final consumers. In t.his framework
farmers are both consumers and producers of agricultural products.

The S.A. agricultural systeur is a complex inter-related network which makes

a significant contribut.ion to satisfying the wants and needs of all South
Australians.

1.1 Agriculture and the S.A. Economy

The contribution of agriculture to the total value of production may be

identified by conparing first the percentage corrtribution made to the Gross

Donestic Product (GDP) by industry groups. In Table 1.1 the percentage
contribution of agriculture to GDP for Australia as a whole is compared for two

time periods. In 1954-55, agriculture contributed 15.4 per cent of Australiars
(GDp) and ranked second to manufacturing. The contribution of agriculture in
1980-8f was just 5.8 per cent and was ranked only ninth'

In terms of gross value of production in S.A. of mining, manufacturing and

agricultural j-ndustries, the imporEance of Agriculture in S.A. has declined
relative to mining and manufacturing industry (Table 1.2). Agriculture however,

remains the predominant primary industry.

The contribution of agriculture to the economy of S.A. is unevenly
di-stributed. This can best be illustrated by comparing the contribution of
agricultural production to gross value added among a number of geographical
regi-ons of South Australia. For this purpose five regions have been used which
u.r"orp."" different 1eve1s of econonnic complexity and these are shown in Fig.
l.t.

The contribution of agriculture in terms of regional value added in L976-77

is given in Table 1.3. The shares accounted for by agriculture vary from 0.8
per cent in the Adelaide metropolitan area to a high of 40.7 per cent in the
outer provincial Central Region.

In addition, the degree of specialization of each type of prlmary econontc
actlvity among regions differs significantly (Table 1.3). !,lithln each of these
industry groupings there are regional commodity specializations as indlcated in
Table 1.4. The contribution to the value added of animal industries in S.A.
varies from 3.7 per cent in Adelaide to 36.1 per cent in the Eastern Region
while other agriculture (cropping and plant industries) varies from a low of 2'4
Der cent in the South East to 3B.l per cent in the Eastern Region. Relative to
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TABLE I.1

Contrlbutlon to GDP b Industry in Austrai_ia I 954-55 I 980-81

Indus Ery $ million
value

I 95 4-55
Rank

1980/8 I
$ million Z Rank

value

Agriculture,
Forestry, Fishlng,
and Hunting

Mining

Manufacturing

Construction

Transport, SEorage
and Communication

PubIic
Utiliries

Trade

Finance

Public
Adninistration
and Defence

Community
Services

Entertainment )
Other )

Total

Sources:

)
)
)

| 433

194

2 450

66s

680

203

1 387

2L3

354

16.4

2.2

28.0

7.8

2.3

l5. g

2.4

4.0

7 586

7 890

25 587

B 597

9 059

3 742

L7 97r

L3 547

5 090

5.8

6.0

r9.5

6.6

6.9

2.9

13.7

10.3

3.9

9

8

I

7

6

ll

1

6

1l

2

4

l0

3

9

i0

480

682

7 45L

5.5

7.8

100 .0

L3 248

5 062
13 676

131 055

l0.l

3.9 )
r0.4 )

100.0

Australian tsureau of Statistics,
National Income and Expenditure'.

Australian Bureau of Statistics,
Gross Product by Industry" 1980-g

National Accounts:

National Accounts:

"Australian
1954-55.

"Australi an
l.
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TABLE I.2

Gross Value of Productiona : South Australia

Selected Industries

t954-55
Value
( $n)

l9B0-81
Value
($n)

Forestry

Fi shing

Hunting

^461r iculture

Mining
b

I'lanuf acturing

9.2

2.4

1.0

193.8

18.4

586.2

1.1

0.3

0.1

23.9

2.3

7 2.3

23.8

35.2

1.6

134t.6

224.O

5659.4

0.3

0.5

18.4

3.r

77.7

TOTAL

(a) These figures show
all-owance for cost
the latest year for
industries.

(b) The gross value of
sales turnover and

8l 1.0 100.0 7 285.6 100.0

gross value of ouEput at current prices. It makes no
of purchased inputs (raw materials etc). 1979-80 was
which statisiics were avail-able for all. of the above

manufacturing production was approximated by the sum of
the increase in stocks over the period.

Sources: Australian Bureau of Statistics "Value of 4gricultural Commodities
Produced, Australia" 1954-55, 1980-81, "Statistical Register of SouEh
Australia" 1954-55, "Manufacturing Establishnents; Details of
Operations, Sourh Australia", 1980-81, "Mineral Production Australia",
l 980-8 r.
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TABLE 1.3

Per Cent Contribution to Value Added of Major Industries by Region in SA

Ind u st ry

Anirnal Industries

Other Agriculture

Forestry/Fi shing

Coal/oi1 Mining

0ther Mining

Food Manufacturing

Wood/ Paper Manuf acturing

Other l"lanufacturing

ur iliries

Building / Const ruclion

Tr ade

Tr anspor t / Communi c ation

Finance

PubLic Administration

Community Services

Entert ainment

South
Eastern

9.7

2.4

4.5

0.8

3.4

23.6

l.B

2.2

3.3

19.5

s.6

r0.9

r.7

7.4

3.5

Eastern

8.7

18.7

0.5

0.3

r.7

13 .3

1.1

6.0

2.0

3.6

13. B

6.8

10.3

2.8

7.3

3.0

Adelaide

0.1

0.7

0.1

0.1

0.7

3.6

3.3

18.1

2.9

4.3

r9.3

7.5

16.7

5.6

11.3

3.9

Central

ll.8

28.9

0.4

3.2

3.3

0.5

4.1

r.2

2.6

10.5

8.8

13.2

1.4

7.6

1.8

Northern

4.6

rl.3

0.6

1.5

5.2

0.8

2.O

r8. I

4.7

2.1

l4. s

12.0

9.8

3.1

7.2

2.5

100.0TOTAL 100 .0 100.0 100 .0 100.0

Source: Australian Bureau of Statist.ics.
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TABLE I.4

Percentage Distribution gf Value Added of Primary trndustry by Region in SA

(197 6-77)

Reglon Anlmal other Forestry/ coaL/ other utiliries
Industry Agriculture Fishing Oil Mining

Mining

South East 20.0 2.4 57.1 2.6 3.5

Eastern 36. I 38. f L2.6 I5.2 tI.2 6.4

Adelaide 3.7 1 I .4 8. 6 9 .4 35. 5 69 .7

Central 16.8 20.2 3.8 7.5 2.2

Northern 23.4 27.9 I7.9 75.4 q3.2 lg.z

TOTAL 100.0 100.0 100.0 100.0 100.0 100.0

Source: Australian Bureau of Statistics
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the rest of the state, the Eastern Region makes the greatesf contrlbution to
agriculture. In a simi-lar manner, the South Eastern Region speciallzes in
forestry/fishing and the Northern Region in mining" The bulk of the State's
publ-ic utilities are produced in the Adelaide metropoliEan region.

Within agriculture itself there are significant differences in the value
share contribution of each rype of agricultural comrnodity. Broadly, plant and

cropping activities contribute more to value added than those of animal origin
(Table 1.3). The share of gross agricultural returns for each major cornmodiEy

is given for several years in Table 1.5. A regional breakdovm for 1977-78 for
the same set of comurodi-ties is detailed in Table 1,6 and illustrates the extent
of commodity specialization among each region. Some regions have a highly
diversified commodity base while, on the other hand, the Eastern Provincial
Region is specia1-ized towards horticultural cropping.

Over time there are significant trends emerging in the broad agricultural
industries. Cropping tends to be increasing at a faster rate than the animal
industries. This is supported by Che growth patEern in agricultural land use
which clearly indicates an increase in cropping land relative to pasture (Table
1.7). The substitution of crops for pastures reflects the more favourable
returns per hectare from cropping activities relative to animal products.

The farm sector is very much mutually dependent upon the non-farm sector
both in terms of output demands (intermediate, export and flnal consumption) and

input supply services. These linkages can best be summarized in the form of an

input/output framework.

1.2 Input/Output Analysj-s and S.A. Agrlqglqure

The linkages between agriculture and the rest of the economy can be more
easily understood using a snapshot picture of Ehe transactions flow arnong

sectors. In Table 1.8 a modified eleven sector input/output table of the S.A.
economy is presenEed for illusErative purposes. The table conveniently
summarizes all the transacEions of goods and services among each sector in S.A.
for L976-77. The rows of the input/output table represenc outputs or sales to
other sectors. For example, the animal j-ndustries in that year sold $99 89f 000

to exports (including live animal sales to other states and for exports) while
$ll8 588 000 was sold for food processing (sector 4). Together these sales
represent 99.94 per cent of total value of output of the animal industrles in
S.A. for 1976-77.

The columns of the input/output table (Table 1.8) depict purchases of
inputs fron supplying sectors. Thus the manufacturing lndustry sector supplies
agricultural croppi-ng industries with most of its purchased inputs. In I976-77
this accounted for 5.55 per cent of total output or $21 028 000 dollars.

Using the inpuL/output table it is possible to trace out the effecE of an

increase in the final demand for cropplng of say I rnillion dollars in S.A. The

direct impact of an increase in value of cropping is to stimulate additlonal
demand for inputs. This induces, as a direct effect, an additional demand for
output of rhe manufacturing sector of $550 000. In turn $550 000 of manufactur-
ing induces an additional dernand for Trade (for example) of $2 100. When all
sectors are combined and the effects are traced through we obEain the direct and

indlrect impact of each sector stimulated by an increase ln the flnal demand for
cropping. We have summarised these effects in Table 1.9. From this Table we

see that the lnitial increase of one million dollars has increased total value
of output by $2 570 000. Thls means that the irrltial one million dollar



Gross Value of

TABLE I.5

ricultural production

Conmodities 197 0-7 r
Gros s
Value 'l

r97 5-7 6
Gross
Value 7"

1977-78
Gross
Value 'I
($'ooo)

Cormodit

197 8-7 9
Gross
Value
( $ 'ooo)

I 979-80
Gross
Value
( $ 'ooo)

I 980-B I
Gros s
Value

Cattle and Calves
- Slaughterings

Wool
Sheep and Lambs

- Slaughterings
Dairy Products
Pigs - Slaughterings
Poultry - Slaughterings
Other Animal products

Eggs, Honey and

$ I ooo)

34 709

65 525
28 082

26 3r8
l3 I42
s 488
8 879

r0.3

19.4
8.3

7.9
3.9
r.6
2.6

$'000

63 539

13r 865
25 822

30 r70
21 562
15 158
t5 685

9.4

19.5
3.8

3.2
2.2
2.3

98 197

145 277
64 26r

34 293
23 459
22 673
20 649

r4. 1

20.8
9.2

4.y
3.4
3.3
3.0

r42 852

16r 985
56 365

37 407
29 543
24 617
2L 759

13.2

14.9
q.)

3.5
a1L.I

2.3
z.u

107 295

2r5 423
98 827

42 34I
37 005
30 3r2
24 516

8.0

16. r
7.4

J./.
2.8
z.J
r.7

48 953
42 548
3s 497
26 274

$'ooo)

125 836 9.5

245 826 18.6
103 0r4 7.8

J.t
3.2
2.7
2.1

Beeswax I

ITotal Livest
Products and
Slaughterings

Wheat
Barley
Other Cereal Grains
Grapes
Potatoes
0ilseeds
Other Crops

182 L43

562
902
426
060
059

46
325

53. 9

12.o
10.3
r.6
4.7
t:u

17 .4
r5.6
1.0
5.6

n)
13.8

303 801 44.9 408 809 58.7 474 528 43.8 5s5 720 41.5 627 948 47.6

40
34

I6
6

53 t5.7

r18
105

6
38

9
I

93

063
865
800
200
966
576
528

50 349 7.2
50 553 7.2
4 727 0.7

43 9s3 6.3
r0 443 1.5
4 449 0.6

125 294 17.8

LO)
1r8
1l
46
T4
5

147

r59 24.5 357 733 26.7 254 gt8 19.3303 10.9 I92 758 L4.4 165 418 I2.52t2 1.0 16 013 t.2 20 376 1.5947 4.3 55 Bl5 4.2 57 04g 4.3684 r.4 15 32r 1.1 22 373449 0.s 5 442 0.4 4 479
r.7
n1

Total Crops 156 J 46.1 373 998 55. I 9 768 4r.3 613 .2 785 847 58. 693 59 52.4

Source: Australian Bureau of

859 13.6 I42 765 10.5 168 g7g i2.8

1970-71 to 1980-8r.
statistics, "Value of Agricultural cornmodities produced, Australia", various issues.
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TABLE 1.6

Gross Value of Agricultural Production for Selected

Conmodities by Region in South Australia 1980-81

Adelaide

0uter Adelaide

York and Lower North

Murray Lands

South-East

Eyre

Northern

Total

Note:

Sources:

Wool

922

26 623

34 60r

31 130

6L 348

30 889

44 343

229 856

$ 'o0o

Wheat

474

9 402

61 526

40 0s7

12 393

93 198

36 549

2s3 599

Barley

946

10 802

70 237

27 356

5 705

36 468

13 906

165 420

0ats

B5

2 56r

2 8r7

| 498

3 110

3 056

912

14 039

Grapes

3 740

9 703

3 700

36 742

4 085

57 970

Figures derived by rnultiplying quantity produced in each region by the

average unit gross value of each commodity.

Australian Bureau of Statistics (S.A.) "Divisional Statistics South

Australia 1982" and "Value of Agricultural Commodities Produced South

Australia 1980-81".



TABLE 1.7

Application of Superphosphate to Crop and Pasture: South Australia

Wheat Barley, Oats and Rye Pasture

Year
Ended
March

Area Superphos-
Fertilized phate
(ha) Amount

(t)

Area Superphos-
Fertilized phate
(ha) Amount

(r)

Area Superphos-
Fertilized phate
(ha) Amount

(t)

Rate
(ke/ha)

Rate
(kelha)

Rate
(ke/ha)

Superphos-
phate
Amount
(t)

r97 I

r972

r973

r97 4

r97 5

t97 6

r977

I97B

L979

I 980

198 r

770 271

I 038 867

932 006

I 295 083

I 120 334

863 522

780 301

| 022 496

I 223 037

I 324 810

1 378 36r

96 937

r22 27r

rr4 428

160 029

144 627

1t0 444

97 393

I r7 .00

136 468

r57 379

167 095

I25.8

ll7 .7

r22.8

L23.6

t29.r

127 .9

t24.8

Ir4.4

110.7

1r8.8

t2L.2

rr9 846

t21 690

105 931

104 838

108 592

95 895

98 990

r42 190

r49 180

n. a.

n. a.

rzt.4

119.3

120.0

13r.7

133. 1

127 ,5

125.2

1I7.1

118.6

n. a.

Il o 8o

267 243

246 506

287 92r

369 101

3t4 257

r4r 669

168 514

196 288

198 640

230 rr3

234 0r9

L37 .9

135.3

14l .6

r52,2

147 ,0

r25.0

119.7

T22 .1

123.1

t27 .r

L23.6

509 773

50s 902

523 184

65r 504

584 257

383 392

440 430

474 021

506 290

533 975

556 t62

986 56r

I o20 207

882 9rB

803 644

8r5 737

75r 925

790 898

T 2T4 OI4

| 257 3lr

O.3.

O.8o

| 937 515

r 821 875

2 033 150

2 424 998

2 137 503

I 133 436

| 407 543

L 607 486

1 613 84r

1 8il r27

I 893 8s2

I

O
I

Source: Australlan Burea! of Statl6tlcs, "Agrlcultural Land Use, hprovenents end Labour Auslralia", 197l-72 to I980-8f.
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TABLE I.8

Eleven-Sector Transaetlons Table: South Australia, 1976-77 (r000)

SECI.JR | 2 3 4 5 6 7 A 9 10 ll [ous€- Fund E mRTS TOTAL
told. Dasd.

t. lsrtcultrr€ 130 0 0 113560 O O 0 0 0 0 0 0 0 99891 2IA @1

2. 
^r.tcurttr.€ 13 632 20 026 451 At 124 ll4 0 0 I 447 21 Z 006 t5 1O7 3 ,rl 670 374 @9

l. xl.rns I 19 22 659 1t al1 79o 3 35? 349 361 42 12 ll3 0 0 39 003 rt3 315

6. Yrnufrcrurtns 15 960 2l O28 13 065 I 213 015 9 346 149 050 llt 772 99 269 7 2Ol 24 759 62 92t 576 532 2O7 O52 | ll8 122 J 718 116

t. Publtc !!llr!1€. 5142 t 436 2 393 4{666 4I23 l50a 10619 3630 16 t99 | 661 39 40? 51 933 lg00! O 2O5 rAA

5. BrItdIi!.nd L 106 I158 631 4500 3 562 0 6 913 13 116 4296 t 120 7064 50 256 341 3tt 1709 455 $d'

7 6a5 7 920 I 796 33 058 I 065 I 6t5 7t 5t9 23 954 27 139 765 15 323 204 646 446 549 a6t t4a I l2t 929

a. Tr,nsporr dnd 6ztt 7380 456a t{2 65a 3155 139/3 53 72O 22 !23 It ll' 4548 9 t00 64 2At 445 A47 5660 799.6t
conmntcrtlon

9. fin,nc. rlt 2 186 40 50t 246 2 t50 2O5 617 5 A9l 9a 246 rl Il9 rl 624 474 15a 2 2o4 Sl2 | O\9 1o4

r0. Ptrblfc 0 O 4 la6 0 0 0 0 laZ O 0 !4 OIJ lo2 lll O 1)7 lz4
ldnrntrtr.rron df,d

Il. C.mntLy I 30{ l0l {{6 r 208 19! 6t 3 691 806 16 081 109 3 509 150 123 601 
')9 

29 441 | OL5 463

Hous€hold. lr5 483 2{r 038 {l 669 999 l8l 79 53:l 149 09t 465 214 37O 326 4O5 260 246 721 531 003 0 0 0 3 696 lr0

oth.r !.ru. 6 945 30 551 44 ta4 lll rlT 70 928 60 244 500 126 rt4 819 !94 166 rr 124 161 051 0 0 O I 160 l4S

tnrolt. 1t t92 tt2 ttl 13 916 672 329 23 4O9 66 661 2lA 147 104 861 70 516 30 716 ll0 514 5a5 60a 0 0 I 9a5 9J'

TOTAL 2IA 501 3rA 609 tt3 ll5 3713 t!6 205 163 455 0A6 |125929 799 66t I059 /04 337 lza I015 1.63 Z392 157 2 t6A 4At 22n1 42r A

Source: tdest, lJllkinson and Jensen (1979).
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TABLE 1.9

Direct and Indirect Effects of a one per cent increase

in Agricultural Ciopping in S.A.

Sec Ior

Agriculture
- Anirnal Industry

Agriculture
- Cropping

Mining

Manufacturlng

Public Utilities

Buildlng and
Construction

Tr ade

Transport and
Communication

Finance

Public
Adrninistrati-on and
Defence

Cornmunity
Services and
Entertainment

IIou sel-rolds

TOTAL

Source: West

Di rec I

.0000

0.0529

0.0001

0.0555

0.0144

0.003 I

0.0 209

0.019 5

0.0005

0.0000

0.0008

0.6 388

0.8065

, Wilkinson and Jensen (f979).

Indi re c t

0.0tBB

1.03B4

0.0075

0.5334

0.0505

0.0349

0.137 4

0.07 47

0.3005

0.017 6

0. I 870

0. 588 I

1.7 6t7

Total

0 .0188

r. 0 913

0.0076

0. 5889

0.0649

0.037 8

0. I 583

0.a942

0.30i0

0.0176

0.1879

r.2269

2.5682
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increase in final deinand for cropping has resulted in an increase ln total
economic activity of approximaEely 2-3 times this amount.

hie have calculated similar multipliers for each region of S.A. stlmulated
from an increase in final demands of each sector and these are given in Table
1.10. The difference in the multipliers for agriculture as a whole among each
region reflecEs the imporlance of che agricultural sector in each region and the
extent to which the farm sector relies on local suppliers.

The irnportance of Ehe food processing sector and agriculture secLor
compared with other seclors may be gauged by comparing the relative magnitude of
the outpuc rnultiplier effects of each sector in each region. Inle have given
these multiplier effects in Table 1.10. Apart from the South East Region where
the woodchLpltishing (rnanufacturing) industry dominates the value added of
production, the food processing and agricultural sector in each region have the
highest multiplier effects on regional economic activity. Consequently, any

change in the economic health of Lhe S.A. agricultural economy will be felt
throughout S.A.

The agricultural sector itself is of course a major supplier of raw
material to food manufacturers. Thus the agricultural sector is particularly
sensitive to changes in the value of output of Che food processing sector. In
Table 1.11 we present the impact on agricultural output of a one per cent
increase in the food processing sector in each regl-on' Thus Table 1.ll
demonstrates that alEhough the sensitivity of agriculture varies among each
region the overall impact on agriculture of food processing facilities is
particularly significant.

The impact nultipliers given in Table 1.10 conveniently summarlse Ehe

relative importance of the food economy in each region of S.A. For example,
Table l.l0 shows that a $l increase in Ehe value of animal production in the
South-East will result in a total increase in aggregate lncome in the South-East
of $1.61. Sector rnultipliers, when combined wit.h the commodiCy shares of value
of production in each region, enable us to project the relative effects of
changes in commodity cornposition. For example, 30 per cent of the gross value
of aggregate production in the South-East is derived from beef production;
therefore, the aggregate ingome of the South-East will be increased by

approximaCely 0.48 per centt fo. each one per cent change in the value of
production.

I.3 tiorkforce Composition

The workforce within agriculture has also declined over time relatlve to
the share of agriculture j-n Gross Domestic Production. As at 30 June,1954,
45 500 people or 14.1 per cent of the South Australian workforce were engaged in
agriculture (operator/owners and hired labour) which declined to 34 000 or 6.9
per cent of the work force in June t979 (Table I.13). Similarly' among the
regions of S.A. Lhe workforce in agriculture has changed over recent tlmes but
the sectoral composition has remained fairly stable (Table l.l4).

Labour multipliers for each sector in each region are presented ln Table
1.15. Again we rlote the irnportance of the agricultural sector and food econorny

of S.A. in generat.i.ng employment resultlng from a change in employment 1n these

sectors. 0f all sectors, mining has smaller employment and output multtpllers
relative to agriculture.

0.48=0.30x1.61.



- I4-

TABLE I.10

Regional Output Multipliers by Sector and Region

Region

South Central Eastern Northern Adelaide SA

East

l. Agriculture 1.61 1.58 1.83 1.57 2.10 2.57
- Aninal Industry

2. Agriculture 1.42 1.44 1.90 I.52 2.26 2.57
- Cropping

3. Mining 1.56 I.44 I.45 1.31 2.33 2.24

4. Manufacturing 1.84 1.56 l.B9 1.74 2.15 2.70

5. Public Utilities 1.30 I.24 L.42 1.38 L.7 5 1.97

6. Buildlng and I.47 1.35 1.63 I.54 2.26 2.62
Construction

7. Trade 1.35 I.27 1.45 1.33 1.97 2.21

8. Transport and 1.41 1.34 1.34 1.50 2.03 2.38
Communicatlon

9. Finance 1.36 L.28 1.44 1.36 1.86 2.08

10. Public l.5l 1.39 L.66 1,52 2.27 2.69
Administration and
Defence

11. Community Services, 1.46 1.36 1.58 l.4B 2.07 2.41
Entertainment and
Recreation

Source: West., Wilkinson and Jensen (1979).
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TABLE I. I I

output of Food Processing Industry, by Region

South East Eastern CenEral Adelaide Northern SA

Agriculture
(Aninal Indusrries) o.2B 0.17 0. I I 0.03 0.20 0,44

Agriculture
( Cropp ing )

tr'i ehi no

0. l6

0.01

0.r7

0.0r

Jensen (1979)

0, 19 0.08 0.07 0.33

0.01 0. r0

Source: West, Wj-lkinson and

Increase in Agrj_cultural output from one percenc increase
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TASLE I. 12

Percent Increase in ricultural Output Resultin rrom a one per cent

Increase in the Demand for Food Processing by Rg-gro.

South-
EasL Eastern Central Adelaide Northern S.A.

Agriculture

Animal Ind.

Cropping

Fishing

0.28

0.16

0.01

0. 17

0.r7

0.0I

0.11

0. 1g

0.03

0.08

0.20

0.07

0.01

0.44

0.33

0.10

Source: West, Wilkinson and Jensen (1979)
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June 1954(a)

Rank
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TABLE 1.13

S.A.
7.

-lune t979(b)

Aust.
% Rank

Industr June 1954 and June 1979

Indu s t ry
No.

Aus t.
/" No. Rank No. No.

S.A.
Rank

Agr icul ture
Fishing, Forestry and

llunt ing
I"tining
l"lanuf acEur ing
Construction
Transport, Storage and

Communication
Public Utilities
Finance
Public Mninistration

and Defence
Community Services
Entertainment
Retail/Wholesale trade
0ther

467 823

25 475
61 371

r 027 331
325 622

335 835
73 650
98 644

97 638
3L8 622
224 489
577 3Bl
68 r41

12.6

0.7
1.7

27.8
8.8

9.1
)n
2.7

2.6
8.6
6.i

15.6
1.7

45 499

2 036
2 587

90 704
29 00s

30 464
5 520
B 019

8 751
23 547
t8 122
52 887
4 608

i4.l

0.6
0.8

28.2
9.0

9.5
t.7
2.5

,1

7.3
5.6

L6.4
r.6

5.9

0.3
1.4

22.0
6.5

7.5
2.0
8.0

4.8
16.9
5.6

18. B

34 000

I I00
3 200

106 400
32 400

32 900
B 900

34 700

I7 BOO

101 100
28 900
93 500

6.9

n?
0.6

2L.5
6.5

6.6
1.8
7.0

3.6
20.4
5.8

18.9

J

T2

ll
t
5

4
10
I

9
6
a

2

1

I2
tl

I

5

4

10
9

8
6

I

?

314 300

15 500
76 700

r 164 500
346 100

399 600
107 600
424 200

255 300
897 000
296 800
998 600

r00

I2
il

I
6

10

9
J
x

5

t2
11
I

6
10

4

9
2

8

NOTE: The industry
Australia",
1979 is the

claBsificatlo$ useit in the 1954 population and llouslng Census differs froo that used 1n "Clvilian EnPloyees

and aa such figures are not strlctly coqarable. Percenlage colunns rday not suro to 100 to roundlng errorg.
ooat recent year for whlch all of the above statistlcs are available'

So,r...", (") Comonwealth Bureau of Census anil Statlstlcs, "Census of the Cosmo .ealth of Australla, 30 June, 1954"'

(b) Australian Bureau of Statistics, "Civilian Employees Australia", June 1979, ild "Agricultural Land Use,

I@rovements and Labour Australia" 1979-80.
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TABLE 1. 14

Distrlbution of Workforce

Industry South-East
Nos. 7"

Eastern
No s. 7"

Adelaide
No s. 7.

Central
Nos. 7.

Nor thern
Nos. 1(

Eyre
No s.

Agriculture
Fishing, Forestry and

Hunting
Mining
Itanuf acturing
Construction
Transport, Storage and
Communication
Public Uriliries
Trade
Finance
PubIic
Administrati-on and
Defence
Community Services
Enter tainment
Other

66 t7 70
239

276
497
s90
884

335
327
043

7L0
7 757
r 377
r 447

4 458
229

r 50r
91 033
34 056
24 533

7 074
78 77r
2B 872
rB 950

66 827
19 420
18 502

39r
35.7

?q

73 .5
870 5.7
079 7.L
070 7.1

264 t.7
465 L6.2
3BB 2.5
231 1.5

198
r66

194
920
962
079

206
516
428
249

878
597
068

l. 094
94

329
688
982
659

446
780
268
32r

37r
739
586

836 3.3

.3
17 .5
5.6
4.7

1.3
l6. g

3.3
1.5

10.4
4.3
5.4

.9

4
I
I

5

1

2

5
2
3

2

I
I

88
572
470
238

352
422
866
386

729
r09
408

.5
12.2
6.8
5.4

1.3
14.6
2.6
2.7

10.0
4.4
5.7

23.I
8.6
6.3

I.8
20.0
7.3
4.9

16.9
4.9
4.1

1.1
5.3
5.5
6.2

1.2
14.4
2.4
L.4

10.9
3.4
6.1

3.3
24.0
7.4
9.1

3.6
11.8
3.1
3.3

13.3
4.3
6.4

6

3
2

I
9

2

3

I
4
I
I

1

I

r 453 9.5
59 r 3.9
92r 6.0

Source: Australian Bureau
197 6.

(a) only 50% of Census schedules from private
persons employed in each industry may not

dwellings was processed. Due to this sampling, the summation of Ehe number of
correspond with the toLal shown.

of Statistics 6) "Characteristics of the Pop,rlati
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TABLE I.15

Regional Labour lulultipliers in S.A. by Sectol

Region

Sector South-East Eastern Adelaide Central Northern SA

Agriculture 0.20 0.2L 0.21 0.18 0.18 0.25
- Animal Industrv

Agriculture 0.1 I 0. 18 0.22 0.09 0. I I 0.20
- Cropping

Mining 0.07 0.06 0. I 5 0.06 0.05 0. I I

Manufacturing 0.09 0.10 0.11 0.08 0.08 0.15

Publ-ic uriliries 0.09 0. I I 0.12 0.09 0.09 0.13

Building and
Construction

Tr ade

Transport and
Communication

Finance

Public
Adninistration and
Defence

Community
Service s ,
Entert.ainment and
Recreation

Source : I^lest, Wilkinson and Jensen ( 1979)

0.10 0.15 0.18 0.14 0.19 0.2L

0.09 0. l0 0.13 0. r I 0.08 0.15

0.10 0.11 0.13 0.09 0.10 0.15

0.07 0.07 0. I I 0.06 0.07 0.12

0.16 0.16 0.20 0.14 0.15 0.23

0. 16 0.18 0.20 0. 17 0.17 0.22
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1.4 Closing Comments

competitive situafion of agriculture on s.A. results mainly from
in external conditions since most of s.A.'s agriculture is sold onmarkeEs. In addit.ion there are other facEors which have a roajor indirecEon the conpeti-tive position of agriculture. These factors include

. production in the non-farm sect.or

. inflation effects

. changes in exchange rates.

The
changes
exPort
effect

rt is within this environment that goals of agriculture
specified. Broad agricultural goals in s.A. include a mix ofgoals as well as public oriented goals.

must be clearly
consumer /produce r

The consumer oriented goals in S.A. include

reasonable stable food prices
adequate and dependable food supply
high quality nutrltious food.

Producer oriented goals include

. faLr level of returns to producers

. stable incomes to producers

. reduced economi-c disparities in Agriculture.

Public oriented goals include

improved quality of rural life
balanced rural/urban population
conservation of t.he resource base
fulfilarent of national and international
agriculture.

responsibilities in food and

Goals are objectives or decided ends. Policies are decisions made inrelaEion to these goals which are developed by

. establishing policy preferences
. recognlzing constraints of policy
. evaluating consequences of policy decisions
. specifying a time frame for adoption.

Many of these broadly based goals of food and agriculture are pursued byformulatlng a number of specific goals. For exanple, the pursuit of a producergoal for stable incomes to producers may be achieved by a number of specificgoals such as improved productivity and efficiency in rnarketing and resourceallocation in agriculture, market development, security of food suppry, andrural community development. To help achieve these specific goals, theGovernment has a number of specific courses of act.ion or ptogi"rorus such astrade and tariff measures, price support. programmes, farn financing assistance,special tax concessions to rural producers, research programmes, and information
se rvice s.

rt is within this framework that Government decides
progranmes with the appropriate degree of responsibility

priorities for various
between the public and
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the private sectors in moving towards a comprehensive S.A. agriculture and food
policy.

References
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Output Tables for the State and Regions of South Australla", Report to the
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Trade and Industry, I979.
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Chapter 2

THE FARM SECTOR

South Australlan agriculture is notable for its achievements in adapting
agricultural technologies to suit the inherently infertile and harsh environment
in which it operates. The South Australian climate is almost identical with
that ln countries around the l"lediterranean Sea, in parts of south western Asia,
1n western United States, parts of Chile and Argentina, and in southern South
Africa. In each case, winters are mild and wet, while summers are hot and dry.

South Australia has developed an integrated and productive system of
agriculture, with the integration of cereal and livestock production being a
rnajor feature.

South Australian agriculture may be conveniently divided into Ehree main
production zones based on the principal forms of agricultural activity carried
on in thern.

Cereal Zonez Based on livestock and grain produced on a rotational basis.

The zones

Pastoral Zone:

Iltgh Rainfall
Zonez

2.I Agricultural Production

The cereal and livestock industries account for
producti-on; wheat, wool and barley being the top
gross value of production i-n 1980-81.

are:

Predominantly low rainfall based entirely on low intensity
livestock production.

Based on higher intensity beef larnb wool and dairy in
combination with a wide variety of cropping and other livestock
enterprise s.

The three zones are shown in Fig. l.

The CereaL Zone accounts for approxirnately Ewo-thirds of the annual gross
value of agricultural production in SA. Consequently the economic performance
of sA agrlculture is closely linked to the prospects for this zone.

the majority of agricultural
three respectively in terms of

Table 2.1 shows the gross value of production of major commodit.ies from
1970-71 to 1980-81. The rate of increase in the gross value of production has
averaged 20 percent in this period while the average inflation rate has been
closer to half that, indicating a real growth rate of around l0 percent per
annum.

Analysis of lhe lasE ten years shows several periods of drought (for
example L976-77 and 1977-78 when wheat yields in parricular were low). Table
2.1 also shows the increased production of oilseeds and grain legumes,
particularly rapeseed and field peas.

In 1980-81, wheat accounted for 19.2 percent of gross farm receipts, wool
18.6 percent and barley 12.5 percent. The gross value of total cerealproduction in 1980-81 was about 69 percent of that for total livestockproduction. The gross value of livestock production has exceeded that for
cereals in all but two of the last ten years by a subsEantial margin but hasonly exceeded chat for total crops in 5 of the last l0 years.
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Fig l.
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TA3LE 2.I

Gross VaIue of AgrlcilTiiEfEoduction ln South Australlal
(S mtll)

t9tt-72 t972-73 t973-74 t974-75 r975-76 t976-77 t977-78 t978-79 1979-80 1980-Bt

Cereals for graln: Wheat
Bar ley
Oat s
0ther

1970-7t

40.6
34.9

5.1
0.3

7 6.4
40.3
5.5
0.3

1t4.6
27 .5
4.0
0.2

196.4
68.3
8.2
o.2

r63.9
119.3

7.8
o.z

t l8.l
105.9

6.5
o.2

73.7
93.8

0.6

50.3 265.2 357. t 253.6
50.6 118.3 192.8 165.4
4.1 10.0 ll.5 t4.0
0.6 t.2 0.6 1.3

TOTAI, CEREALS 80.9 t22.5 76.3 273.1 29t.2 230.7 173.8 105.6 394.7 562.0 4J4.3

Legumes malnly for graln
Crops for hay
0llseeds

0. 8'
4.6
0.0

t.2'
0.0

0.7
6.1
n1

t.7
o'l

2.f
5.9
IA

to
sl
1.6

2.4
6.0
2.8

5.6
7.0
5.4

t.)
4.5
5.4

10.5
6.Ir
4.5

l7

4.4
Frult: Cltrus 12.6

4.0
l4.l

1.6

l?.9
5.8
3.4

l6.o
5.0

tl. o
7.2

tl t
t8.2
,o
1.9

t2 .4
6.t

I0. r
l9.l
2.4
2.7

14.9
10.6
t2.6
33 .8

z.l

r6.8
to.0
L2.O
16 .0

0.4

zv.)
ll.2
t4.2
31 ,6

3.1

26.7
r0. I
14.5
36.7

4.5

30. 5

IJ.J
40.9

6.0
7.6

31.9
I0.6
16.9
48.9
6.9
5.0

33.1
15.4
16. I
50.2

5.8
Aq

Apples and Pears
Sronefrult

Grapes: Wlne
Drled and Table
Other frult 7.1

TOTAL FRI'TT 45.6 49 .8 54.h 52.3 77.7 77.4 90. 3 99,7 r 10.5 Lzo .2 t28.4

Vegetables: Potatoes 6. I
Tonatoes 5.7
Other 10.8

qo

12.7

tl.2

l7.l

9.3
70

I 1.0
8.5

)n 7

TOTAL VEGETABI,ES 27.6 ?1 n

5.8
7 .l

10.0
10. 5

l9 .6

10.4
9.8

24.9

ltr.7
t0.0
28. 5

r5.3
8.3

a< I

22.4
10. 6
31.9

Pasture and grasses: Hay
Seed

Other cr
TOTAL CROPS

5.9
aa 4.4

on
ql

6,7
1',I

t2.6
5.5

t4.7
8.4

2L4
o,

12. 14. 0
693.

Llvestock sl aughLerl ngs:
Beef, veal
Mutton, lamb
Pigmeat
Poultry

Llvestock products:
Woo I
Dalry produce
Egg s

34.1
28. I
l3. t
5.5

67 .O
26.3
8.1

43.7
28.2
14.l

7 .l

70. I
28.6
8.7

63.3
41.0
14,7

164.6
26.O

82.2
4tt.4
26. I
12.3

t73.2
?7 <

I1.4

43 .4

23.4
13. 7

122.2
3l .5
14.0

63.5
25.8
zL.0

15.2

99.4
39.5
2L9
18. t

98.2 142.9
64.3 56.4
23.5 29.5
22.7 74 .6

107.3 125.8
98.8 103.0
37.0 42.5
30.3 35.5

l3 1.9 153.6 145.3 t67.O Zl5.h 245.8
30.2
r3.6

30.4
t4 .7

34.3
11 .4

l7 .4
l/.8

42.3 49.0
20.6 23. I

t.4 t.t 2.6 2.2 2.t 1.7 f.3 2.3 4.0 f.2
rorAr, LtvESTO(x 182. I 217.5 325.5 380.0 217.2 103.8 319.2 408.8 412.9 555.1 621.9

TOTAL A(]RICUI,'TURF

FORI'STRY

FTSTI ING

HUNTI NC

J47.0

I1.0

ot

0.8

430.7

ll.9

12.4

0.6

503.3

ro.7

r 5.8

0.6

I I Z-)

t3.7

0.6

706. I

16. 3

14. I

0.9

617.8

t8.2

22.5

o.7

709.6

20.6

21 .Z

o.7

19.5

30. 5

I 14t.6

23.8

lq ?

1.6

| 32t.5

n.P.

n.P,

n.P.

696.7 I 080.2

rl <

23.6

o.7 1.0

TOTAL PR'II'{ARY PRODIICTION 455.6 5lo.l r lll.2804.2 731.3 7 t9.2 t 58.2 7 44.5 | 402.2

Sorrrce: Australtan Bureau of Statlstlcs,

Flelri peas only.

"Value of Agrlcultural Comnodltles Prodtrced Arrstralla" 1970-71 to 1980-81.

n.p. = These statlsclcs are no longer prodrrcod try the A.B.S.
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2.2 Prices Received by Farmers

Table 2.2 shows the trend in prices received since I97O-71.

Farmers in the pastoral industries, particularly sheep producers, and in
the citrus industry have benefited from rapid increase in prices recelved over
the last 20 years. Grape growers have also experienced improved prlces, however
over-production for the wine indusEry has not spread the intended security
offered by government fixed minimum prices across the industry.

South Australian farmers have experienced a decline in their terms of trade
over the last ten years as shorrn by the ratio of prices received to prlces
p aid.

2.3 Farm lnputs

The relative change in prices for major farm inputs is presented in Table
2.3 for the t.en years to 1979-80. The areas which have risen most rapidly are
fuel and the service areas of interest rates, rates and taxes, and insurance.

The general increase in the price of farm inputs has exceeded the increase
in the Consumer Price Index.

Of farrn machinery used, land preparation and irrigation equipment have been
the items to increase in price most rapidly ln the last 10 years (Table 2.4).
The rate of price increase for replacement parts is shown in Table 2.5. Here
too, the most rapid price increase has occurred with irrigation equipment and
land preparation machinery parts.

2.4 Farm Structure

The majoriEy of agricultural enterprises (i.e. farms) in South Australla
are in t.he sheep and cereal grains industrj-es.

The value of operations for approximately half the enterprises ls less than
$40 000, which is comparable with the result for Australia as a whole.

Table 2.6 provides information on the value of agricultural enterprises, by
lndustry, for 1980-81. A comparison is also made with Australia on the basls of
enterprise value of operations for the same period which shows that Souch
Australia conforms very closely to the Australian trend.

2.5 Farm Financial Structure

The tsureau of Agricultural Economicsr Australian Agricultural Industrles
Survey (1980) provides an analysis of the capital structure of farms ln 1979-80
(Table 2.7). This Cable shows thac most on-farm capital investment is in land
and improvements (75,9 percent).
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TABLE 2.2

Index of Prlces Recelved by Farmers: South Australla

Base = average of 3 years ended June 1963 = 100

ANNUAL
AVERAGES

S.A. S.A. S.A. S.A. S.A. S.A. S.A. S.A. S.A. S.A. S.A. Ausr.
1970-71 l97l-72 1912-13 r973-74 t974-75 1975-76 t916-77 tg77-78 tgl8-79 1979-80 1980-81 1980-81Item

Whea t
Other gralns
OTAI, GRAINS

IIAY
Potatoes
Other vegetables

TOTAL VEGETABLES
Drl.ed vlne frult
0ther vine frutt
Total vlne frrrlt
Citrus frults
Other fruit

TOTAL FRUIT
TOTAL ALL CROPS

All crops exclrrdlng wheat
l4IooL

Cattle
Sheep
Lambs
Total- llvestock

TOTAL PASTORAI,
Mllk for consumptlon
l'll[k for processlng
Cream for processing

T0TAL DAIRY PI],ODUCE
PICS
POIJI,TRY PRODUCTS
IIONEY
TOTAI, DAIRY, PIcS,
POIII,TRY, IIONEY

TOTAI, AI,I, PRODIICTS
AII products excl.

croPs
All products excl.

woo I

Terms of Trade
(Ratlo prlces recelved
to prlces patd)

96 99
ll0 tl5
l0l r 04
95 98

106 B0
138 135
t26 l 14

123 I 28
t36 14 I
tJz I 36
88 95

t28 l -77

tzt t28
t08 ln
I l8 r2l
64 87

140 139
82 18
9B 84

I 15 I l0
18 93
99 I l0

rzt 133
78 85

104 I l4
ttz lI7
97 96

123 l5l
104 t il

102 150
135 164
ll3 155
t76 199
95 240

I5l 201
I 30 2t5
r 50 228
r58 186
r55 200
90 r3l

t47 146
139 165
120 163
136 tlh
rB9 186
l5s 189
t94 282
t43 2r7
161 ztg
l8 l 196
r 16 120
139 139
76 72

ll8 ll9
l0l 164
99 t27

2JO 281
ll3 t3l

2ro 262
195 2/18

206 257
204 l7l
222 170
100 295
27 | 248
35 I 424
330 328
337 366
236 231
27 11 317
292 3 16
23r 268
248 27 4
205 240
265 350
372 406
285 329
295 357
232 27J
2tt 229
tl 3 t97
94 96

lB0 I98
251 266
208 235
494 50t
203 222

228 264
22i 261

95 103 t45 t73
84 98 166 180

196 196 r77 169
23t 247 243 255
207 2t2 198 197
209 220 360 370
186 216 168 125
2t4 25t 272 324
204 738 233 250
26t 232 29t 340
264 284 3t I 327
263 267 304 J32
161 172 196 2t7
202 198 2J4 234
2t9 22t 255 21 |
209 2t7 2t5 219
221 236 247 261
I 28 143 183 190

8 6 82 109 LZtl
102 82 l8l 262
141 128 t17 2l I
105 95 r44 I79
tzt 129 I7 2 187
14 l t62 17 I 194
134 146 ll8 t62
68 72 80 9l

128 t4l ltt6 167
193 199 198 209
I 48 160 189 201
301 294 171 489
146 I 58 161 186

t64 t7 2 19 I 201
127 136 t7 | 197

t79 185 r94 206

65

and PaId by

287
3t2
295
439
266
420
363
470
343
385
248
361
350
3r4
3J7
262
328
396
319
34 I
284
266
731
231
295
261

501
252

287
311
292
536
329
340
336
478
331
421
247
323
335
309
tz)
25r
344
392
t tl
348
289
283
231
2\2
298
224

4l I
226

29h 28h
277 zto

291272

61

237

oft3

126

102

106

15

Sorrrce: Brrreau of Agrlcultrrral Econotnl cs. ,'Lnriexes of Prlces Recelved Farmers", vartotrs'lssrres.
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TABLE 2.3

Prlces Pald by Farrners: South Atrstralla

Base = average of 3 years ended June 1963 = 100

ANNUAL
AVERAGES

s.A. s.A. s.A. s.A.
t974-75 t975-76 r976-77 1977_18

s.A. s.A. s.A.
t978-79 1979-80 1980-8r

Aust.
I 980-8 lItem

Seed
Fodde r

SIiEI) AND I'ODDER

Fertlllser
Chemicals
Frre 1

Electriclty
Contalners
Replacement parts
Other supplles
lla ch I ne ry
Motor vehlcles
Fenclng mterlals
Bulldlng materlals

EQUIPMENT AND SUPPLIES
Equlpment and
strpplles excI.
seed and fodder

WACES

Frelght lnwards
lnsurance
Rent
Rates and Taxes
Inte res t
Contracts
Other servlces

SERVICES AND OVERHEADS

Frelght outwatds
Selllng expenses

MRKETING EXPENSES

TOTAL

TotaI excl. seed and
f odde r

Consuner Prlce Index

S.A. S.A.
t 970-7 I 197 I,l2

s.A. s.A.
t97 2-73 r97 7-7 4

122 164
I l8 th6
I t9 150

7t 75
t06 I 14
I l8 125
106 118
116 ll8
164 176
16r r83
150 165
129 l4l
t46 16 I
t47 t64
128 14 I
130 140

l5l t75

134 173
204 314
200 205
228 259
1 76 247
ll8 139
149 158
175 2t7

134 173
t55 187
142 I 78

t04
96
98

7Q

97
l15
l0l
t02
139
t42
l3l
rt7
128
t21
l14
tl6

I05
lo0
l0l

l0l
rl8
106
l15
l)J
t54
139
tzt
t31
137
l2l
123

ll4 l4l

124 l3l
160 l7l
193 t96
204 zrf
156 165
105 95
l 3l 145
155 16l

t25 l3l
120 13 r

123 l3r

194
158
165

215
135
r55
134
l4l
2r3
238
207
r66
195
202
186
189

208 240 254
186 227 242
190 230 245

259 277 326 tl I
245 277 f68 309
268 27 7 359 3 l0

258
l4l
r90
148
l6l
256
780
250
203
240
240
222
226

238 243
r59 172
ztt 247
166 185
t77 195
288 320
314 332
28s 321
231 269
278 302
216 305
246 270
248 274

260 305
178 198
316 445
206 228
220 249
3 55 199
367 419
342 373
285 310
322 370
330 378
295 143
302 352

4t4 446

302 327
806 796
295 315
501 572
623 687
328 309
338 348
478 508

n.a. n.a.
n.a. n.a.

389
230
559
268
n.a.

36s
230
572
269
n,4.

n. a.
n.a.
432
432
408
414

415
ct)
i94
4ll

486 458

n.a. n.a.
836 615
n.a. n.a.
667 545
838 816
372 26l
367 38 I
582 491

26t 3l I t54

2t4 238 256
52t 619 695
2t7 235 237
310 340 4ll
406 487 542
143 112 217
l9l 235 282
293 341 394

274
748
244
438
598
265
3l I
432

Lt )
306
287

324

329

303
329
313

353

258
28I
261

295263

268

213

223

227

l6l

t42

t43

2t6 241
222 249
2t8 244

JOJ
408
38r

452

458

325
365
340

392

401

339
407
367

423126 l3l

tz7 I 35

270l3lt26 l4t

"Indexes ofSource: Burearr rf Agrlcultural Econonlcs, Prlces Recelved and Pald by Farmers", varlous lssues.

4')4



far|! Maohlnery: Intlex of Prlces of Iatu Machtrnery, and Heav!' XqulpnEnt : Australia

Saoe July 1970 = f00

ANNUTJ,
AYERAGES

rteE rg7 r-72 rg12-73 1973-74 rg7 4-7 5 1g7 5-76 L976-77 rgll-Va rg78-7g 1979-80 r98o-81

l. Traetor6 ll0 ll8 . t25 155 191 2tB 244 264 2gO 335

2. Land prepqration ard crqp 1Il t24 I44 190 227 258 290 312 332 379
Stor{1ng

3. liarvesting crops end lO9 116 IZ9 t62 2Ol 231 260 274 298 338 .!heynaktng ?
4. Llvestock nschiaery rO7 t13 I2O l4O 161 I78 fg2 206 235 251

5. Irrlgation, water suppfy, 1I4 t'24 Ur5 182 2O5 Z3,t 261 280 315 34g
statlonary englnea anal
electrlc oolors

6. Miacellaneoug 107 114 t2l 140 161 185 206 2t2 228 236

7. rorsr TIE T16 lio- T6-3 IqT A ZSf TT En 335

Source: Bureau of Agrlcultural Econoolce, "Ifldetes of Prices R€ceived and Paid by Fad€rs", vartous lssue6-



TABLE 2.5

Replacenent Parts: rndex of Prices of Replacement parts, Australia

Base July 1970 = I00

Item

Tr actor s

Land preparation and crop
growlng machinery

Harvestlng crop.s and
haymaklng rnachinery

Livestock machinery

Irrigation, lsater supply,
statlonary engines and
electric motors and
mi scellaneous

Total

r97 r-72 L972-73 1973-74 197 4-75 L97 5-76 197 6-77 t977-78 t97B-79 1979-80 1980-8 r

rr0 r2L L25 r4r ' 170 196 234 263 305 345

109 r2z r32 166 203 232 248 280 310 367

1r4 r25 130 152 r92 2r8 229 243 274 334

108 rlt rt7 r34 157 168 189 2r8 240 25g

r2o r25 140 188 206 230 268 301 348 395 
r

't$ \o
I

Ir2 121 130 158 190 216 24A 266 302 3s3

Source: Bureau of Agricultural Economics, "Indexes of Prlces Received and Pald by Farmers", varlous lssues.
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TABLE 2.6

Agricultural Enterprises, Industry and Estj-mated Value of Operations

South Australia, 1980-81

Industry of enterprise Estimated value of operations (9r000)

Description 2-9 10-19 20-29 30-39 40-49 50-59 60-7 4 7 5-99 100-149 150-199 and enter-

Poultry
Grapes
Orchard and other
fruit
Vegetables
Cereal grains (incl.
oilseeds )
Sheep - cereal grains
I"leat cattle - cereal
grains
Sheep - meat caEtle
Sheep
Meat cattle
Milk cattle
Pigs
Nurseries
OEher Agriculture

r7
5r8

330
173

249
143

20
r40
447
503
148
77

2

29r

18
442

227
243

192
313

26
122
349
r46
271
56
L4

119

t4
337

209
197

206
436

,t,
133
272

53
337

37
5

65

10
r6I

r67
136

228
556

11
r06
260

35
234
35

q

37

13
9l

134
69

226
s97

l5
liI
208

22
131
2I

I
I

t0

105
53

246
511

11

69
r66

8
88
25
24
16

13
2l

99
59

347
601

15
76

149
30
B1

1B

I+
I2

tL2
55

46r
719

18
96

162
24
4T
19
11
15

13
7

r37
53

575
570

9
B6

131
L4
l7
IB
19
T4

57
34

220
r69

r62
r 645

I
2

10 30
32

I5
2l

9
/,t

0.9
8.6

640 8.6
953 5.0

154 16. 5
7 07 24.6

164 0.9
018 5.3
233 I 1.7
879 4.6
357 7.L
32r t.7
lr3 0.6
586 3. r

63
62

204
92

4
+J
4t
36
-
9

L2

II
36
4B

8
q

6
7

3
4

Total South Australia 3 058 2 538 2 325 1 980 | 649 r 373 r 535 | 769 I 663 618 605 19 113 100.0

16.0 13.3 t2.2 t0.4 8.6 7.2 8.0 9.3 8.7 3.2 3.2 100.0

Australia

16.4 14. I r) ') 10.4 Q' 6.6 7.5 8.3 8.3 3.5 4.4 100 .0

Source: Australian Bureau of Stat16tics, 'Agrtcultural Industrle6 Structure of Operating Untts ! stralia", l98O-8I.
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TABLE 2.7

Average Capital Structure of South Australian Farrns: 1979-80

Farm Assets

Motor Vehicles, Tractors and Aircraft

Farming, Livestock and General Equi.pment

Irrigation and Water Supply Plant

Total Plant, Machinery and Equipment

Land and Fixed Improvements

Total Land, Improvements, Plant and Equiprnent

Lives tock:

Sheep

Beef Cattle

Dairy Cattle

Pigs

Horses

Total Livestock

Value

13 ll0

L9 758

r 970

34 838

24r 60r

276 439

25 844

l4 781

638

674

189

42 t26

Percentage of
Total Capical

4.I

6.2

0.6

10.9

7 5.9

86.B

8.1

4.6

0.2

0.2

0.1

13.2

Total Capital 318 565 100.0

Source: Bureau
Survey"
time of

of Agricultural
1980. Results
publication.

Economics, "Australian
of the 1981 survev r{rere

Agricultural Industries
not available at the
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Table 2.8 presents information for various agrlcultural industrles on the
levels of equity farmers have ln their properties. Equity ratios in the various
industries vary between 0.79 and 0.94. rt can be seen that although
hortlcultural properties are rmrch smaller and have lower capital requiremenEs
than broadacre properties, they nevertheless tend to have significantly lower
equity ratios (i.e., higher debt ratios). This rnay reflect the severe
difficulties and low farm incomes experienced by horticulturalists in the
Riverland ln recent years.

Equity ratios in agriculture, even in the horticultural sector, are high
compared to the average for manufacturing industry of around 40 percent.

2.6 Source of Finance

The major sources of finance for primary producers are listed in Table 2.9
with the interest rates and terms applicable to each. There are many credit
lnstitutions and different types of loans available to primary producers.

In South Australia farmers borrow most heavily from the commercial trading
banks' pastoral houses, etc and the State bank followed by Government financial
lntermediarles such as rural assistance and specific Agricultural loans through
Prinary Industry Bank of Australia (PIBA) (Tables 2.iOA and B). The nain rype
of loan is a bank term loan normally of a ten year term.

2.7 Farm Ownership

Most farms in South Australia are held in faurily partnerships, as shown in
Table 2.11. The family partnership is usually between husband and wife. South
Australian farmers tend to move i-nto partnerships more than other farmers in
Australl-a in preference to remaining single owners. This is like1y to be a
reflection of taxation eonsiderations, particularly of lower death duties on
farms passed from husband to wife. In South Australia these duties were not
abolished until 1980.

2.8 Age of Farmers

The most recent census for which statistics are available, 1976, revealed
that the age group 45-54 has the highest proportion of farmers and farm managers
(23%) (Table 2.12).

There does not appear to be any significant difference between the age
structure of farmers and that of the population as a r^rhole.

2.9 Financial Performance of Enterprises

Financial and other data relating to three alternative enterprises in S.A.
are presented in Table 2.13A, B and c for the years l97g-7g - 1gg0-91. These
data illustrate Ehe trend in farm cosrs and returns for the average producer.
For comparison we have included the financial data for the average Australian
producer. Invari-ably the S.A. producer tends to operate at the lower end of theproduction spectrum relative to the Australian averagen In 1980-Bl for example,
the average wheat farm area in S.A. is l49O ha, much less than the Australian
average of 1875 ha. In dairying, S.A. farmers have significantly smaller herdsizes and tend to rely relatively more on livestock cash sales than do theirinrerstate counterparts. In the case of winegrapes, S.A. growers tend. to havesmal-ler plantings of both red and white grapei and the tot;l orchard and
vineyard area per property is slightly suraller in the Ri.verland than in other
grape-growing regions.



TABLE 2.8

Farur Business Financial Structure: South Australia: As of 30 June 1980

Industry farn Buslness tr'aro Buaineaa Total Farn Farn Businesa-
Equtty Debt Buslness Capital Eqully Ratlo^

(Avetage per fanr) (Average per farn) (Average per farn) (Average per farn)

Wheat

Sheep

Beef

Total Agriculture

Canning Fruit (Riverland)

Citrus (Riverland)

I.linegrapes (Riverland)

Multi-purpose grapes
(Riverland)

Total tlortlculture
(Riverland)

337 455

238 655

520 663

334 91 1

76 962

r29 7r3

68 9r8

73 03r

78 802

33 594

36 608

32 455

34 284

9 820

18 357

L7 575

r8 920

r5 7r5

371 049

275 263

553 118

369 195

86 782

r48 070

86 493

91 950

94 5r7

0.91

0.87

0.94

0.91

0.89

0.88

0.80

0.7 9

0.83

I
t)(,
I

I thu farm business equity ratlo is the ratlo of farrn business equity to Eotal farrn business capital.

Sources: Bureau of Agricultural Economics "Australian Agricultural Industries Survey 1980" and "Australian
HorticulEural Industries Survey 1980". -
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TABLE 2.9

Sources of Rural Credtt
Source Type of losn or purpose Interes! rate Tern How to apply

@Tern loan - Iess rhan gl00,o0o t4 
annually

Farm developoenr loan 14 3 to 10 years Direct to local bank nanager,
Bridging Fl;ance - tes6 rhan gloo,ooo t7.25 

8 to 12 vears Dlrect to r.;.i;il;ffi.;
- nore rhan 9100,000 18.5Peraonal loans - uneecureal S.2S tff.al

16.1 to\r6.6 r to 4 year6 li:::: :: iffiii::i H:::::
secured ( sl'pre)

9.25 (ftat)
I6.l ro 16.6

Bankcard
( s iurple )
18

I to 4 years Direct to local bank
Direct to local bank

IluInager
manager

Comnrsnwg6lSh
Development
Bank (CDB)

purchase less
purchase more
development
re-finance
build-up

than $100,000
then 9100,000

Farm
Farm
Farm
Debt
Farm

.5
16.5

13

18.5
2L

up to 20 years

up to 20 years

4 years

Through
Bank or

Trading
di rect

Bank,
to CDB

State
Adelaide

Farrn equipment - new
' second hand

Through Trading Bank, State Bankdirect to CDB Adelaide
Through Trading Bank, State Bankor direct to CDB, Adelaide

Primary Industry Farn build up- ro-$T
of Australia
( PIBA) (minirnum
loan S10,000
naxlmurn loan
$ 2 50 ,000)
Rural Assistance
Branch (Rural
Adjustnent
Scheme )

Farm purchase
Farm development over
Debt refinancing
Farm buildup
Farm inprovement
Debt reconstruction
Household support
Rehabilitation loans

$ t 00 ,000

t4

r.b./)

7to9

Apply to own
or insurance

bank, stock
conpany

to 30 years

5 to 30 years

lrln

Rural Assistance Branch
S.A. Department of Agriculture
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TABLE 2.9 (Contd)

Prirnary
Producers
Emergency
Assistance Act

Carry-on Finance
(emergency assistance for natural
calamities, i.e. fires, flood,
drought, frost, animal or Plant
di-sease, insect pestr tornadoes, etc)

7 years Rural
S.A.

Assistance
Department

Branch
of Agriculture

Carry-on finance, merchandise Seasonall should
cleared annually

branc
Stock firms

Term loans and loans
(R.A.G. Act, loan to
- less than $100,000
- more than $100'000

under various
Producers Act

15 to 40 years Direct to local State
Manager

nk
State Bank Acts

et c)

16. 5

Finance
companies

Consumer mortgage
(I{ire purchase)
Leasing

- nehT

used
23 to
27 to
18.5

25
30

to 24

lto

2to

years

years

Finance
dealer

5

5

Company, MachinerY
or bank

Interest Rates are

Source: Farm Costs and Returns, South Australian Department

as at end of JanuarY 1982

of Agriculture, 1982.
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TABLE 2.10A

Farur Business Debt by type of Lending Institution

as at June 30, 1980

eu"rug" put ""t".Y.
Lendlng Institution

Commonwealth DeveloPment Bank

Trading Bank

State Bank

Savings Bank

Government AgencY

Pastoral House, Stock & Station Agent)
Merchant, Co-operative, Packer, etc. )

Finance Company

Insurance Company, Pension fund, etc

Re lat ive

Other Private Source

Other source

Total Farm Business Debt

Source:

s34 284.33

Bureau of Agricultural Economics, Australian
Industries Survey 1980. Results of the 19Bl
at the time of publication.

Aust.T
2 542.48

t4 7 42.56

r 8t7 .27

298.44

2 962.87

2 892,42

I 939. I8

r 091.62

2 335.9 |

r 7 22,84

393.O2

$32 728.63

Agricultural and Gr azing
survey were not available

s.A.-r
2 377.28

14 501 .6 5

2 957.87

r 2t5.60

2 616.98

3 243.23

| 122.14

47 3.61

r 57 2.35

2 579.00

| 624.61
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TABLE 2.IOB

Farm Business Debt bY tYPe of Loan

as at June 30, 1980

Average Per surveyed ProPerEY.

Type of Loan

Bank overdraft

Term loan-bank

Term loan-other

llire purchase Ioan

Personal loan

Bill of sale of stock lien

Business overdraft

Rural AdjusEment loan

Other loan

5

I4

7

I

3

I

I

S.A.T-
L9L.44

699.95

037 .33

134.84

22,51

r40.32

840.94

081.52

135.49

Aust.

---
5 44s.33

t2 924.36

6 29L.41

2 132.27

209.7 5

r19.37

2 908.20

r 646.t6

1 051.79

Total farm business debt $34 284.33

Source: Bureau of Agriculcural Economics,
Industries Survey, 1980.

$32 728.63

Australian Agricultural and Grazing
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TABLE 2.1I

Primary Production Enterpri.ges:. Legal Status, 1980-81

South Australia % Australia

Sole Operator

Family Partnership

Other Partnership

Private Lncorporated company

Publlc incorporated company

Other-including co-operatives,
trusCs and estates

3 843

t3 717

296

1 090

5

r62

20.r

71.8

1.5

5.7

0.0

0.8

49 779

102 275

5 684

7 872

168

3 380

29.4

60.5

3.4

4.7

0.1

2.0

Total r9 1r3 100,0 169 158 100.0

Source: Australian Bureau of Statlsties, "Agricultural Industries Structure of
Operating Units Australia", 1980-81.
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TABLE 2.12

Farmers and Farm Managers: Age Distribution

15-24

25-34

35-44

45-54

55 - Cr4

65 plus

Males

2 355

4 97r

4 526

4 933

3 859

L 943

Females

475

2 6tI

2 727

3 066

L 982

669

Total

2 830

7 582

7 253

7 999

5 B4l

2 6t2

34 rr7

I976. Results of

22 586 11 531

Source: Australian Bureau of Statistics, Population Census
the 19Bl Census are not yet available.
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TABLE 2.I3A

Variables of Selected Enterprises - Wheat farms

Item Unit
ha r97 8-7 9

S.A.
1979-80 r980-B I r97 8-7 9

Aust.
r9 79-80 r980-B r

Crop area harvested - wheat
- olher grains

Fallow
Total area planted
Total farm area - decreasing in S.A.
Average number of cattle
Average number of sheep
Financial data:
Cash receipts

Sales - sheep
- cattle
- wool
- wheat
- other grains

Other income
Total cash receipts
Cash costs

Purchases - sheep
- cattle

Hired labour
Shearing and crutching
Materials
Services
Seed and fodder

ha
ha
ha
ha
ha
OOo

OOo

207
r69
I4

394
| 7t7

16
i 171

4 650
L 074
8 234

25 552
t3 653
4 399

57 562

Average

230
143

40s
r 634

26
t 170

6 185
r 235
9 387

28 616
17 454
4 504

67 3Br

per farm

28L
,:,

I 490
19

r 288

267
93
24

409
r 519 I

t0l
r464 r

451 1l
857 11

993 14
924 46
667 12
366 6
258 103

273
85

l 875
72

I 540

12 420
B 836

14 919
46 650
LL 934
8 078

r02 834

4 248
I 182
3 329
2 059

26 304
r4 683
7 r73

896
153
97L
216
719
853
257

502
203
089
362
954
555
55r

694
233
903
250
843
567
490

r67
483
228
285
872
980
172

2 T2B
I 089
2 L26
I 900

r8 788
8 929
r 245

290
B3

432
508

8B
s38

240
336
Bir
955
784
566
692

809
437
253
128
478
000
407

q

q

B

9
L2
4I
10

6
90

6
2

L2
46
l6
I

87

2

)
2

20
l0

I
I

aZ

1

20
t0

5

2

I
t4
6
2

)
(
p
(
(
)
q

I
I

t3
5
2



TABLE 2.13A (Contd)

Other costs
InEerest paid

Tocal cash costs
Net cash income
Business debt

Net cash income
Under S0

$0 and under $10 000
$10 000 and under 920
$20 000 and under $30
$30 000 and under $40
$40 000 and under $50
$50 000 and over

Source:

9.2
13.3
27 ,6
11.9
12. r
12.6
13.3

Economics, "Australian Apgricultural and
Industries: Preliminary Survey Results
Rural Economy, February 1982.

Distribution of cash income

9.2
12.r
15,2
L6.6
17 .0
9.6

21.3

$

$

)
$

r It0
2 s39

30 714
26 848
24 r77

-4l-

I 248
2 767

34 231
33 r50
31 266

43 187
44 362

2 044
3 516

4L 765
48 493
33 494

6.8
5.9

13.9
15.4
8.7

11.3
38. I

2

3

46
56

483
833
828
864

na

58 978
43 8s6

000
000
000
000

5.8
5.9

10.7
L2.3
13.4
7,I

44.7

Bureau of Agrlcultural
"Sheep, Beef and Wheat
Quarterly Review of the

Grazi.ng Industries Survey",
for f980-BI and Projections

1979, 1980, and
for 19BI-82",



TABLE 2.13B

Sunmar of Ke Variables of Selected Enterprises in S.A. - Dai farus
Itern Unit South

19 79 -80
Aus tralia

I 980-8 r
Australia

r97 9-80 r980-81

Farm population

Physical data
Farm characteristics
Total farm area
Area sown to crops
Dairy herd at 30 June
Beef herd at 30 June
Dairy cows in herd at 30 June

Milk producrion
llarket urilk a
Manufacturing rnilk and creann
Total rnilk production
Milk production per cow

24-percentile
50-percentile (median)
75-percentile
Interquartile range

Financial variables
Cash receipts
Market milk
Manufacturing rnilk and cream
Total dairy product sales
LivesEock sales
Other livestock product sales
Crop receipts

OOo

ha
ha
flO o

no.
no.

T
L

kg bf
TL

L

no.
flO o

no.
no.

| 479

r93
36

t17
30
77

73 792
6 747

227 r32
2 950

surveyed

70
103
r54

B4

13 855
16 092
29 948
13 436
4 397
2 172

r 180

2tr
36

122
4l
75

84 023
6 687

243 298
3 239

68
LO2

t52
B4

L7 778
21 722
39 500
L3 626
5 442
2 511

20 520

15i
2B

147
25
96

76 296
9 032

280 651
2 923

l9 998

1q/,

/.o
155

24
99

84 978
B 578

282 933
2 856

101
i38
l8l

BO

L9 469
24 733
44 202
10 075

514
I 653

I
5

I

herd size for farm

i02
r33
r80

78

5

15 080
20 063
35 r43
10 515

47s
2 140



TABLE 2.13B (Contd)

Other cash receipts
Total cash receipts

Cash costs
Livestock purchases
Hired labour b
Materials
Services
InteresE paid
Other cash crops
Total cash costs
Farm cash operating surplus

25-percentile
50-percentile (median)
75-percentile
Interquartile range

$

$

$

$

s

968
50 92r

5 89i
2 889

t2 33L
6 897
2 645
I 527

32 t74
L8 747

9 2L2
L5 962
24 672
15 460

| 092
62 r7r

4 455
3 839

t6 362
7 873
3 594
I 955

38 077
24 094

7 650
23 9L9
34 412
26 762

656
48 929

3 506
I 680

13 86r
B 206
2 423
2 020

31 696
17 233

8 462
16 105
25 t6L
16 699

823
57 268

2 707
I 814

17 099
I 624
3 r38
2 534

35 916
2t 35L

8 836
20 752
30 704
21 868

$(
v
q I5t,

I

Dairy produce sales
Total cash receipts
Tot.al cash cos ts
Farm cash operating surplus

Source: Bureau of Agricultural Econorn{cs,
l98l-82", Quarterly Review of the

"Dairy Industry: Survey
Rural Economy, February

45 424
68 2r9
42 173
26 046

Results for 1979-80 and
1982.

50 800
63 791
39 819
23 972

Estimates for 1980-Bl and

$

$

$



TABLE 2.13C

Surnmary of Key Variables of Selected Enterprises in S.A. - Wine Grapes

Item Unit Riverland
South Australia

1979-80 1980-81 1979-80
A11 regions

1980-8 I 198 r-8 2

Areas harvested
- red wine grapes
- white wine grapes
Total orchard and vineyard area

Yield per harvested hectare
- red wine grapes
- white wine grapes

Cash receipts for wine grapes
Total cash receipts
Total cash costs
(excluding famity labour)

Farrn cash operating surplus
Return to capital and management
adjusted to ful1 equity

Rate of return to capital and
management, adjusted to ful1 equity
- excluding capital gains
- including capital gains

25-percentile
5O-percentile (rnedian)
7 5-percentile
interquartile range

ha
ha
ha

2.3
2.7

14. 5

16.2
25.7

L4 799
61 857

38 981
22 875

3 264

2.1
2.6

19.0

15. 5
23.9

L4 290
56 596

44 068
t2 528

ne

ne
ne

s 933
t2 001
r7 814
ll 881

2.e (e)
3.2 (r2)

is.6 (14)

16.7 (s)
23.7 ( 9)

17 381 (r6)
67 408 (2r)

4r r98 (25)
26 2r0 (rs)

6 354 (34)

3.8 (25)
16.4 ( 10)

l0 598
19 130
32 084
21 486

2.9 ( l0)
3.4 (r2)

19.6 (14)

17.3 (5)
23.0 (B)

19 044 (14)
63 62i (16)

46 zsr (26)
17 370 (20)

ne

ne
ne

6 042
14 689
29 139
23 097

1ne-
ne
ne

ne
ne

19 s94
70 357

52 254
18 103

ne

ne
ne

IIE

ne
ne
ne

$

+
I

5
5q

$

$

$

$
$

2.5
11.3

B 406
13 106
24 047
15 641

ne=

Source:

not estlmated.

Bureau of Agricultural EconoElcs, "Horticultur:al Induslrles: Survey Resul!s for 1979-80 and Estimates of 1080-
81 and 1981-82", Quarterly Revlew of the Rural Bconony, February 1982.
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Chapter 3

MARKETING AGRICULTUML PRODUCTS

This chapter is divided into two sections. First, a brief overview of some

of the aspects of marketing which have implications for the way that farm
resources are managed.

Second, the food processing sector of the South Australian econony j-s

analysed.

3.1 Some Aspects of Agricultural llarketing

Typically farmers have abdicated the responsibility of marketing farm
products. Rather, they have left to others the many intermediary processes 1n

the marketing chain such as transport, storage, processing' and dlstribution'
wholesaling and retailing before consumer demand is satisfied. Ilence a

distinction exists between agricultural production and agricultural marketing.
A division of function occurs by which on-farm production is the responsibility
of the farmer, while off-farm marketing is typically the responsibllity of many

specialized processers or distributors.

Two rnain consequences follow from this separation of functlons' First, lt
sometimes produces a very deep-rooted and often outspoken distrust of middlemen
engaged in the marketing process, by farmers and farmer organisations. This
distrust often reflects a lack of knowledge by farmers of the lndispendable role
of rniddlemen in advanced economies. Secondly, as disEributors rightly expect
rewards for their marketing services, we find Ehat at each point in the
markeging chain a margin is added to the farm-gate price of fhe commodity, so

that the final retai-l price may bear no close relationship to the farm gate
price.

Two points however, need to be borne in mind. First the marketing margin
represents the price for processing, packing, grading' storing and transportlng
thl products. The performance of these functions not only lncurs a cost but
also adds value to the product. Second' even lf it were practicable in
agricult.ure to eliminate the rniddleman, the marketing functions would remain,
for they are indispensable to bridge the gap, in time and space, between
production and consumption. The elirnination of the niddle trader would probably
iroply that primary producers would have t.o undertake the marketlng functlon wlth
possible degerioration in their skill as farmers, as they would then have to
divide their time between production and distribution.

The second consequence of the separation of functions between the prlmary
producer and distributors is that the involvement in marketlng of the producer
lypically ends at the farm gate. The farmerrs rnajor goal is to market the
pioauct at Ehe farm gate at a price which is regarded as reasonable - that ls,
one which covers the normal production costs including an adequate return.

However, developments in the market place, and in the rnarketlng process'
are of relevance to primary producer; they provide price signals to which they
need to respond if they are to achieve an efficient allocation of resources
among Ehe various enterprises on Ehelr propertles. l'larkeE changes dlsturb che

balance between the factors of production, (land, labour and capital), Ehey

induce changes in the scale of farming, in the location of productlon and in the
choice and iombination of farn enterprises and lnputs; they tnfluence management

practices, particularly in relation to quality standards.
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3.2 Changes ln Food Retailing

The retall market is the final link in the marketing chain. Although it is
frequently overlooked by farmers, it is of conslderable interest to primary
prodtrcere for several reasons. First, rhe reLailing margin is for almost all
foods the maln component of the overall marketing margin. In developed
countrles the ratlo typlcally ranges from around 20 percent on bread and bulky
starchy foods, Ehrough about 25 percent on dairy products and 45 percenE on
produce to nearer 60 percent on meat. Second, retailing is of strategic
importance as the final link between producers and consumers. It is retail
markets which provide the purchasing alEernatives. Finally, the agricultural
and retailing sectors tend to be more dispersed, and consist of much smaller
unLts relative to the food processing sector. In the case of agriculture, uni-ts
are scaEtered because suitable land is scattered; in food retailing, units are
dispersed because the popr-llation is scattered and unwilling to travel very far
to obtain routine purchases. The dispersion, and the associated need for
managerial adaptation to loca1 conditions lirnits the centralisation and
mana6iement supervision that is possible. In turn, then, relatively small
businesses can survive and prosper in both industries. As in most industries,
however, technological change tends to increase. the advantages of scale and many
small firms survive but do not prosper in both industries.

However, between food retailing and farning there is one noteworEhy
difference in klnd. Pressures of both supply and demand are forcing farmers to
become more specialised by commodity, but conversely are inducing retailers to
diversify and widen their product line - the most obvious development being the
lncreased importance of the supermarket.

3.3 The Growth of Vertical Integration and Contract Buying

These developments Lhat have occurred, and are continuing, at the retail
level of the food distributi-on chaln present prinary producers with a challenge.
The large retail chain currently requires produce of suitable quallty, with
conslstent and uniform supplies, and at relatively stable prices. If this
requirement is not met by primary producers it is often necessary for retailing
organisations to obtain more control over farm producEion than is yielded by the
normal price mechanism. Such control is exercised through the integration of
the processing or retalling firrn with the prinary producer. Vertical
lntegration implies that producers supply processing or retail firrus on a
contractual basis. Control of the prinary producer, through vertical
integration, may be either partial or eomplete depending on the extent to which
the grower is permitted to engage in decision-making ln respect of the
production of the product. In some contracts all the decisions affecting the
management of the activity - time of sowing, variety of product, type and
quantity of fertiliser, time of harvestlng - are determined by the integrating
firm, which also supplies the capital and other physical requirements of
production. In these instances, the farmer-grower merely provides labour, land
and possibly (in livestock production) buildings. In other contracts the only
obllgation carried by the producer is to supply a certain quantity of product,
of a certain quallty, at a certain time. Here management decisions remain
vested in the grower.

The reasons underlying the growth and development of verEical integration
are varled. One motive is to reduce uncertainty as to the quality, timing,
volume and price of production. Another important, though less general,
objective is Eo secure the more rapid adoption of new technology, for exaraple
chicken meat production, or the more rapid expansion of the production of a
relatively new commodity.
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But whatever benefits night accrue
developnent of vertical integration and
their growth has important inplications
adjustments will be required"

to primary producers through the
contractual marketing arrangements,
for producers. In particular, four

First, the trend towards large scale, more specialised operations will be
accelerated. Integrating firms will tend to favour large producers ln their
selection of new conLract partners, and to encourage the expansion of production
by existing contractors. Economies of scale in production, and thereby lower
contract prices, are thus achieved, while the costs of assembly and transport,
and of technical and credit supervision, are reduced.

Second, the rate of adoption of new techniques will be faster, and the
pressure on technologically backward producers will be correspondingly
increased.

Third, capital intensification is likely to be encouraged by the combined
price certainty and access to credit provided by the contractual arrangements.

A fourth, and particularly important adjustment response by growers to the
growth of vertical integratlon in agricultural production relates to the changed.
role of managemenE, Contracts generally absolve the contracting farmers of the
responsibility of deciding when and where to sell and buy, but requlre them to
adjust management techniques, often in a closely regulated way, and to pay more
attention to achieving a target level of quality, output and time of
ha rves ting.

However, the question remains - To what degree, and in which industrles,
will vertical integration increase? There is little informatlon avallab1e on
both current and like1y future trends in marketing. Currently, large retall
chains purchase the greater part of their vegetables and poultry on contract,
and it is most likely that contractual integration in Australia is virtually
complete in meat chickens and processing vegetables. To this list we can also
add sugar and the canning fruits industry. It appears that integratlon ls
increasing in pig and poultry production, but not, as yet, to any marked degree
in beef and sheep meat production.

3.4 Transport

At all levels in the marketlng chain, from the producer to the consumer,
transport facilities play a viEal role in distributing both lnpuLs and outputs.
Road and rail transport play an lmportant role in supplying farm inputs to
regional farming areas of South Australia. Farm inputs such as fuels,
fertilizers and machinery require transportation to farming areas from
production and import centres such as Adelaide. Again road and rail are
important in moving produce from farms to selling points, processing
establishments and storage facilities. Sea and air transport becomes important
for those industries such as wheat, barley, sheep and beef which supply overseas
markets while air transport may be used for links with interstate and closer
export markets.

The quantities of various agricultural related commoditles carrted and the
dlstances involved for registered vehicles in South Australia are lndlcated ln
Table 3.1. For the year ended September 1979 approximately 19.4 mlllion tonnes
of agriculture related goods were transported by road. This ls about 20 percent
of the total for all commodities carried by registered vehicles. Although these
figures relate only to road transport they give some indication of the overall
transport requirement for agricultural products.
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TABLE 3. I

Total Annual Tonnes Carried and Tonnes/Kilometres

by Resi-stered Vehicles in South Australia

Year ended Septenber L979

nill
tonnes

ni11
tonne s /

kilometres

Livestock

Fresh fruit and vegetables

Other agricultural products:

Wheat

Orher grains

Other products

Processed food (inc1. beverages)

Fert llizers

Total A11 Comrnodities in S.A.

2.7

)i

234.3

289.5

188.7

196.2

292.6

340. B

t46.9

6 253.2

3,2

2.3

2.6

4.7

r.9

86.5

Source: Australian Bureau of Statistics
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The processed food cornmodity group involved the highest tonnage of 4.7
million and che greatest distance per tonne carried of 340 nillion tonne-
kilometre s.

In terms of total industry costs, based on L976-77 data, transport costs
varied between about one and 25 percent. A breakdown of transport costs to
various agricultural and food processing sectors is shown in TabLe 3.2. In the
beverages and tobacco elassi-fication, transport costs represented 24.6 percent
of total industry costs, while in the animal induscry classification transport
costs represented only around 2 percent of total industry costs.

The above figures provide only a small insight into t.he involvement of Ehe
Eransport industry in agriculture. It is difficult to indicate the importance
of che varj-ous modes of Eransport used i-n South Australia because of a lack of
suitable data.

3.5 Strueture and Performance of South Australiars Food Processing Sector

Generally processing is viewed as the chemical or physical transformation
of materials or components into produccs. The najority of food products which
enter the retail markets have been processed at sone time after leaving the
farm. This processing of the raw materials adds value to the product, by usi"ng
resources such as labour, equipment and packaging materials in the process,

The three major input cost categories in South Australiafs food processing
sector are intermediate inputs, wages and salaries and other value added.
Intermediate inputs can be further disaggregated into priuary, non-primary,
marketing services and imported inputs. Other value added represents profits,
depreciation, rent, interest and taxes accrui-ng to the various industry groups.
For example, in Table 3.3 the meat and milk group in South Australia accrues
costs in the following way: 42 percent in prinary inputs, L6.2 petcent in non-
prirnary inputs, 7.9 percent in markeEing services, 7.8 percent in imports, 21.3
percent in wages and 4.8 percent in other value added.

In i980-81 the food processing sector involved 372 establishments whlch
enployed 16 394 workers, Table 3.4 gives a breakdown of number of establish-
ments. Employment levels rvithin the sector are shown in Table 3.5. The meat
products industry was the largest employer with 4 603 persons. Between 1972-73
and 1980-81 there was a decline in the number of establishments and the number
of employees in each industry in che food processl-ng sector. In S.A. this
sector as a whole in 1980-81 contributed 17.5 percent and 16.0 percent of the
numbers of manufacturing establishment and employment respeetively.

Value added can be considered as Lhe basic value of the contrlbution made
by a company Eo total industry productlon. Value added by lndustry group is
shown in Table 3.6.

3.6 Retailing

The retailing function involves the final assembling and transfer of goods
to the consumer.

Numbers of retail establishments according to various functlons are shown
ln Table 3.7. The value of food and beverage retail sales ln South Australla
over Ehe last five years ls shown ln Table 3.8. The importance of Ehe Food and
Beverages classificarlon is seen in rhat nearly 50 percent of total retall sales
are attributed to Ehis group.
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TABLE 3.2
(a)

Transport'-' Costs i-n Agriculture and Food Processing

for South Australia

Animal Industry

Other Agrieulture

Food Processing:

Meat and Milk Products

Fruit & Vegetable, Oils, and Fats

Flour, Cereal, Bread

Confectlonary and Other Food n.e.c.

Beverages and Tobacco

Source: West, !,tilkinson and Jensen (1979).

\Zt.' Transport modes include: Road
Rail
Air
Water

Input Cost
$ ,000

Percentage
of Total

Industry Costs

4 2L7

6 BB4

1.9

2.0

6.3

6.8

2.9

3.7

24.6

16 183

4 256

3 218

2 399

9 344



TABLE 3.3

Cost StrucLure of S.A. Food Processing Industries

INTERMEDIATE INPUTS

PRIMARYA NON PRIMARY I"IARKETING IMPORTS WAGES OTHER

INDUSTRY SERVICES VALUE

')

)- 42.0
l'lilk Products )

Fruit & Vegetable Products )
)- 19.0

I4argarine, Fats & 0i1s )

Flour Mill & Cereal Foods )
)- 7.7

Bread, Cakes & Biscuits )

Sugar
)- 26.4

Other Food Products )

l"leat Products

Beverages & I'{alt

Wine & Brandy
Tobacco Products

)
)- 16.7
)

o/

16.2

28.03

27 .6

lB.6

27.0

7.9

8.97

5.5

6.5

5.1

7 .8 2r.3 4. B

,-t

1g.8 t6.4 7.8 T

15.3 32.9 11.0

2r.6 14.5 13.8

17.1 16.7 16.0

Source: West, Wilkinson and Jensen (1979)
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TABLE 3.4

Manufacturing establishrnents operating at 30 June l98l : Number of

establishments by emplgyment qlze and industry group, South Aqstralia

Industry Group 10 to 19
Persons

2O to 49
Persons

50 ro 90
Persons

100 Persons
and Over

Total
Es rablish-

menfs
Operating

at 30 June

Nunber of Establishnents Employing
Less

than 10
Persons

Description

FOOD, BEVERAGES
AND TOBACCO

l[eat products

Ml1k products

Fruit and
vegetable products

Margarine and o11s
and fats

Flour m111 and
cereal food
products

Bread, cakes and
blscults

Other food
products

Beverages and malt

Tobaco products

TOTAL FOOD,
BEVERAGES AND

TOBACCO

TOTAL I"IANUFACTURING

18

3

t2

5

3

13

7

3

I

2

T7

10

2

4

19

15

l3

2

4

67

23

18

3

2L

11

T4

4

50

20

33

103

57

B810I219

3724L399170i31

907 451 402 170 201 2 r3r

Source: Australian Bureau
Selected Items of
South Australia I

of Statistics (S.A.), "Manufacturing Establishnents:
Data Classified by Industry and Employment Size -

980-8 1. "
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TABLE 3.5

Manufacturing establishrnents operating at 30 June 198l : Enployurent

at end of June 1980 by enploynent size and industry group, South Australla

Industry Group
Descrlotion

Ernploynent in Establishnents with
Less

than 10
Persons 10 to 19 20 to 49 50 to 99

(a) Persons Persons Persons

Total
100 Persons Employment
and Over at 30 June

Number

FOOD, BEVERAGES

AND TOBACCO

Meat products

Milk products

Fruit and
vegetable products

l"largarine and oils
and fats rr.€ocr

Flour rnil1 and
cereal food
products

Bread, caskes and
biscuits

Other food
products

Beverages and malt

Tobaco products

TOTAL F00D,
BEVERAGES AND

TOBACCO

95

I1. P.

n. p.

30

291

114

186

r7B

7r

49

49

280

140

167

478

323

109

n.p.

n. P.

52r

499

Orpr

n.p.

Oo po

n. p.

347

502

866

3 3s3

n. p.

n.p.

2 034

637

2 3t3

947

t26

338

3 473

792

079

4 603

I 036

I

4

399

547

752 934 2 590 2 7r8 9 400 16 394

TOTAL MANUFACTURING 5 393 6 283 12 565 1r 904 66 794 toz 939

Source: Australian Bureau of Statistics (S.A.
Selected Items of Data Classified by
South Australia 1980-8f."

), "lnlanufacturing Establishments :

Industry and Enployment SIze -
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Table 3.6 shows the value added by food processing establishmenrs in S.A.

Thts table shows that value added wiLhin this sector represented 17.7 percent of

value added by all manufacturing establishnents in S.A. in 1980-81.

TABLE 3.6

Manufacturing establishments operatinE{ at 30 June l98l : value added,

1980-81 by ernployment size and industry group, South Australia

Value Added for Establishments Euploying
Less

than 10 Total
Industry Group Persons 10 to 19 20 to 49 50 to 99 100 persons Value
Description 

_ __(a) Persons Persons persons and over Added
s'000

FOOD, BEVERAGES
AND TOBACCO

Meat products

l"lilk products

Frult and
vegetable products

Margarine and oils
and fats

Flour mill and
cereal food
products

Bread, cakes and
biscuits

Other food
products

Beverages and rnalt

Tobacco products

TOTAL FOOD,
BEVERAGES AND
TOBACCO

TOTAL
I"IANUFACTURING

L 404

n. p.

rl.po

641

3 7t4

122

rB9

457

357

2 9BT

423

434

2 798

rI.po

n. p.

B r19

9 2I0

D.po

fl. p.

n. P.

fl. P.

5 401

455

645

6s 903

flopo

n. p.

89 396

36 860

26 474

5 013

9 477

54 574

42 r02

158 062

2

3

10

10

11 693 9

LB 229 33

4

B

3

J

I 105

3 664

272

669

33 677

t3 s61

94 331

13 006 26 504 69 272 71 240 24r 938 42L 959

94 263 118 556 263 767 277 57 4 r 629 277 2 283 437

Source: Australian Bureau of Statistics (S.A.), "Manufacturing Establishnents:
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TABLE 3.7

Retail Establishnents

Food Stores

Grocers, confectionary and

Butchers

Fruit and Vegetable Stores

Liquor Stores

Fish, Chip, Hamburger Shops
l4i1k bars and soft drink stores)

Bread and Cake Strop"

Total

N.B. Does not include supermarkets

Source: Personal communication with A.B.S.
Establishments

TABLE 3.8

Retail Sales

Year Foodstuffs Percentage of
Total Retail Sales

Number of Establishments
1979-80

2 204

86s

394

80

r 090

253

4 886

on Census of Retail

tobacconis ts

197 5-7 6

r97 6-7 7

1977-78

197 8-7 9

1979-80

l 980-8 r

$n

57 6.9

680.3

763.8

840.0

92r.0

I 046.0

Source: Australian Bureau of
Statlstics", various

32.4

33.6

35.5

35.8

36.4

36.7

Statlstics (S.A. ),
issues, June 1976 -

Beer wine-----
bp].r]-Es

$m

198.0

2L4.7

228.9

254.2

286.0

3r2.1

"I'lonthly Summary
June 1981.

Percentage of
Total Retail----ffi;-

11.1

10.6

10.6

10.8

11.3

10.9

of
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Chapter 4

EXPORT MARKETS FOR SOUTH AUSTMLIAN RURAL PRODUCTS

4.r Introduction

The gross value of all agrlcultural commodities (excludlng foresEry,
fishing and hunting) produced in S.A. during 1980-81 was $1.825 b1111on.
this Eotal 52 percent was accounted for by agricultural crops, 24 percenE
livestock slaughterlngs and other disposals, and the remaln1:ng 24 percent
livestock products.

The gross value of all crops produced in S.A. in 1980-81 was $691 million.
The major crops were wheaE 9244 rnillion (35 percent), barley $166 nilllon (24
percent), vegetables $66 million (10 percent) and grapevines $57 nillion (8
percent ) .

Cattle and calves accounted for 40 percent of Ehe total value of livestock
sheep and lanbs 36 percent, pigs 13 percent, and poultry ll percent.

The gross value of livesLock products in f980-81 was $315 million. Wool
was the most importan! livestock product, accounting for 77 percent of che total
value of livestock products. Dairy products contributed l6 percent and eggs 7

Dercent.

The total value of exports from South Australia during l9B0-Bl was $1.4
bi1lion. Agricultural exports (excluding forestry, fishing and hunting)
totalled $936 000 nillion, or about 67 percent of the total.

In terms of indivldual commodlty groups, cereals and cereal preparations
were easily the most important accounting for 34 percent of total exports.
Textile flbres vrere the second most important group accounting for 16 percent
followed,by non-ferrous metals (10 percent) and meat and meat preparations (8
percent ) 

r .

Details of rhe volume and value of the principal agricultural commoditles
exported from South Australia and their rnajor destinations are contalned ln
Tables 4.1 and. 4.2. Table 4.1 shows that wheat is S.A. rs mosE ixaportant
agricultural export, followed by wool and then barley. Table 4.2 shows that the
U.S.S.R. is the dominant buyer of S.A.'s major agricultural wheaE, wool and
sheep meat - and a significant purchaser of barley.

4.2 The changlng pattern of trade

Over ti,ue there have been changes in bot,h the relative irnportance of
various agriculEural exports and the relative importance of S.A. rs trading
partners.

Table 4.3 shows the relative contributlons of che six najor agrLcultural
conmodities to the total gross value of S.A.'s exports. In 1980-81, these six
commodities alone accounted for over 58 percent of the gross value of S.A.ts
exports. Agricultural produce remains the major source of export income ln South
Australia.

0f
by
by

A comparlson of the proportlon of
appllcable as gross value is based
are based on a financial year.

exports to gross
on a partlcular

values Ls not
season whllst exporCs
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TABLE 4. I

Exports: Princlpal Agricultural CornrnodiEies: South Australia I980-81

Comnodity

Wheat

Barley

Wool

Beef and Veal

Livesheep & Lambs

Amount

I 773 029 (r)

982 069 (r)

81 793 (r)

25 0r2 (t)

2 02r 523 (No)

$'000

303 919

156 BL2

225 004

52 362

56 269

Source: Australian Bureau of Statistics (S.A.) "Overseas Trade" I 980-8 i .
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TABLE 4.2

Principal Agricultural Commodities : Exports-to Principal Countries:
South Australia. 1980-81

Corrntry

U.S.S.R.

China (excluding
Taiwan Province)

Japan

Yemen

Kuwait

Egypt

Saudi Arabia

Korean Republic

Singapore

Taiwan

Italy

U. S .A.

Iran

Wheat

r2r 703

47 r74

34 2TB

3L 255

26 454

9 440

$r000

Barley

18 025

Wool

85 235

Beef &

ff
Lanb &

Mutton

6

43

420

45t

BI8

639

598

t47

814

052

458

4r4

605

2t3

269

708

950

998

420

473

447

98r

21 607

4 519

299

380

687

252

763

632

8BB

745

276

16 557

12 323

13 094

2

29

2

2

42

L4

1l

35

6

16

3

Source: Australian Bureau of Statistics, microfische files.
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TABLE 4.3

Percentage Contribution of Selected Agricultural Commodities to
the Total V"h" of S.A. E*porr"

Comrnodity 1930-31 1950-51 L970-71 1975-76 I976-77 1977-78 I978-79 1979-80 i980-81

wheat 26.06 L2.50 20.18 14.45 9.87 7 .31 10.86 23.49 2t.44

Barley 3.41 6.81 6.01 13.18 11.15 5.97 7.75 1r.99 10.80

Wool t4.94 51.03 t4.68 L6.97 2r.94 17.30 i5.93 11.49 15.85

Beef and
Veal 1.60 1.74 2.19 4.18 6.88 3.73 3.69

Lamb and
Mutton 0.14 0.52 2.72 r.54 2.r4 1.33 2.36 2.44 3.38

Llve Sheep
andLambs 0.61 0.57 1.54 5.95 2.75 3.09 3.r9

Total 44.55 70.86 45.80 48.35 49.7 3 42.04 46.53 56.23 58.35

Source: Varlous issues of the followlng publications:
Australian Bureau of Statistics (S.A.) "Statistical Register of South
Australia"., "Exports - South Australia", "Overseas Trade", and "Value of
Agricultural Commodities Produced, South Australj-a".
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Wheat and wool have traditionally been S.A.ts xnajor agricultural exports,
followed by barley. The relative i.mportance of meat exports has grown over
time, with exports of beef, veal, lanb and mutton together accounting for around
7 percent of Eotal exports in l9B0-8I. A feature of the 1970s was the growEh ln
the live sheep trade, with the resulc that the value of live sheep exports ls
now greater than the value of sheepmeat (carcass) exports.

There have also been najor changes in the relative importance of S.A.ts
trading partners. In broad terms, there has been a movement away from Western
Europe towards Eastern Europe, Japan, other Asian countries and Persl-an Gulf
countries. In 1930-3i, S.A.fs rnajor export outlet was the United Kingdom, which
accounted for over 54 percent of S.A. ts total exports, followed by Belgiurn (9
percent), China (8 percent), Germany (6 percent) and India (5 percent). By
1970-7 l, however, Japan had replaced the United Kingdon as S.A. ts princl,pal
export market. In that year, Japan accounted for 18 percent of S.A.ts exports,
followed by the United Kingdorn (14 percent), the USA (6 percent) and New Zealand
(6 percent). The 1970s saw a broadening of S.A.ts trading links and a rapid
rise in the level of trade with the U.S.S.R., China and the Persian Gulf
countrles. This resulted in Ehe U.S.S.R. replaci-ng Japan as S.A.'s prlncipal
export market. In 1980-81, the U.S.S.R. accounted for over 17 percent of S.A.fs
total exports, followed by Japan (12 percenE), New ZeaLand (5 percenc), Chlna (5
percent), the USA (5 percent), Saudia Arabia (5 percent) and Kuwalt (5 percent).
The United Kingdon had by this tirne declined to vlrtual insignificance as an
export outlet, accounting for around 2 percent of S.A. ts exports in 1980-81.

Changes in t.he level of exporEs and in the pattern of these exporEs between
countrles will now be considered indivldually for each of the major agrlcultural
export commodities.

4.3 Wheat

Wheat is a crop of arajor importance to the South Australian economy. It ls
South Australiafs most important crop, in terms of both value of production and
value of exports. In 1980-81, the gross value of S.A. wheat productlon was $244
million, while the value of S.A. whEffixports was $304 milllon. Wheat
therefore accounted for approximately 18.4 percent of the gross value of S.A.
rural production and 21.4 pereent of the gross value of S.A.rs total exports,
maki-ng it S.A.rs most inportant agricultural export.

Export markets are very inportant to the S.A. wheat industry, since a large
proportion of t.he S.A. wheat crop is exported. (In fact, in the past tr.to years,
the value of S.A. wheat exports has exceeded the value of S.A. wheat productl-on
due to the running down of stocks). On average, since L975-76 approximately 90
percent of S.A. fs wheat crop has been exported. However, the level of wheat
export,s fluctuates considerably from year to year, depending on seasonal
condition s.

South Australia has a significant, share of the Australian wheat industry.
In 1980-81, approximately 14.3 percent of the Australian wheat crop (ln value
terns) was produced in S.A., while S.A. wheat exports accounted for 17.6 percenE
of total Australian wheat exports.

The S.A. wheat industry has grown fron a production level of 951 000 tonnes
ln 1930-31, to 1 650 000 tonne in l9B0-Bl. The average level of S.A. wheat
production since 1975-76 has been I 428 000 tonnes. Exports have also grown
from 501 000 tonnes in 1930-3I, to I 773 000 tonnes in 1980-Bl, with the average
level of exports since 1975-76 being f f65 000 Eonnes.
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In the 3 years to 1979-80, rising world commodity prices and favourable
aeasons lncreased rnarkedly the quantiEy and value of wheaL (and other cereal
gralns). S.A. wheat production reached a peak ot 2 349 000 tonnes ln 1979-80,
wh11e S.A. wheat exports rose from 470 O0O tonnes in 1977-78 to 2 47f 000 tonnes
ln 1979-80. Durlng the same period, the value of wheat exports rose by 380
percent to $376 million. However, after excellent crops in 1979-80, both Ehe
volume and value of cereal production and exports fell in 1980-81. S.A. wheat
productlon fell to I 650 000 tonnes ($244 rnillion), while wheat exports fell to
L 773 000 tonnes ($304 urillion).

The relative importance of the countries of consignment of wheat exports
fluctuates considerably from year to year, as Table 4.4 indicates.

In addition to fluctuatlons from year t.o year, there has also been a long-
term change ln the pattern of S.A. wheat exports between countries of
consignment. For example, in 1930-31 the major buyers of S.A. wheat were the
Unlted Kingdom (44 percent) and Chlna (29 percent). In 1950-51 the major
buyers were the United Kingdon (19 percent), India (19 percent) and New Zealand.
(12 percent). By 1970-71 the United Kingdorn had ceased to buy S.A. wheat, and
the main buyers were Iraq (20 percent), China (18 percent) and the United Arab
Republic (15 percent). Since that tine export shares have continued to fluctuate
considerably. In the last two years, the U.S.S.R. irrrd China have emerged as the
largest buyers of S.A. wheatl however, the increase in purchases by the
U.S.S.R. were due largely to the failure of that countryts graJ-n crops and is
unllkely to represent a permanent change. The 1970s has also seen the emergence
of Middle East countrles as significant buyers of S.A. wheat. In 1980-Bl the
rnajor buyers were the U.S.S.R. (40 percent), China (15 percent), the Arab
Republic of Yemen (11 percent) and Kuwai.t (10 percent).

4.4 Barley

Barley is second only to wheat as the most import.ant S.A. crop. South
Australia produced I 158 077 tonnes of barley in I9B0-81 with a gross value of
$166 milllon, of which approximately 95 percent ($157 nillion) was exported.

South Australia is the najor barley-growing state in Australia - in
1980-Bi S.A. produced 43.8 percent (in value terms) of the Australian barley
crop (42.8 percent in 1979-80). S.A. barley exports accounted for 64 percent of
rhe Ausrralian roral in 1980-81 (Sa percenr in 1979-80).

A hlgh proportion of the S.A. barley crop is exported. Even in 1930-31
export markets were of great lmportance, since around 77 percent of the barley
crop was exported. In i980-81 approxinately 95 percent of the crop \^ras
exported. Since 1975-76, an average of 87 percent of che S.A. barley crop has
been exported.

The size of the S.A. barley crop has grown over time from 90 000 tonnes in
1930-31 to I 158 000 tonnes in 1980-81. The average level of S.A. barley
producEion since 1975-76 has been approxinately I ll4 000 lonnes. Exports have
also grown fron 65 000 connes in 1930-31 to 982 000 tonnes in 1980-81. The
average level of exports since 1975-76 is around 933 000 tonnes per year.

As in the case of wheat, rising world couunodity prices and favourable
seasons in che 3 years to 1979-80 increased the volume and value of barley
production and exports. S.A. barley production reached a peak of I 528 000
tonnes in 1979-80, whi-le S.A. barley exports rose from 423 000 tonnes in L977-78
to a peak of I 591 000 tonnes in 1979-80 (again due to a running down of
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TABLE 4.4

Percentage of the Value of S.A. Wheat Exports to Selected Countries

1930-31 1950-51 r970-7r 1975-76 r976-77 1977-78 L97B-79 1979-80 1980-81

U. S. S.R. r3. 33 5. 14 6. Bs 2.t3 24.31 40.04

China 29.40 17.69 7.95 4.63 22.49 10.60 18.64 15.52

Yemen 3. L4 16.03 6.58 7 .66 5.62 I1.26

Kuwait 10. 2B

Egypt 4.69 8.65 16.67 r.91 5.7 9 4.10 4.7 2 8.70

New Zealand 12.09 2.83 8. r9 3.90 2.r8 3. r0

Sri Lanka 10.4 I r4.67 i5.54 8 .86 2.12 r.7 5

Ir aq 19.75 14.03 19.23 9.43 33.87 r7.01

North Korea 2.t4 7 .94 t 3.01 13.28 4.20

United Arab
Republic

15.47

India 1 .84 18.63 1.66

United
Kingdorn

43.96 r8.95

Source: Australian Bureau of Statistics, "statistical Register of South Austrai-la",
various issues. and microfische files.
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TABLE 4.5

PercentaBe of the Gross Value of S.A. Barley Exports to Selected Countries

1930-31 1950-5r 1970-7r r975-76 r976-77 1977-78 1978-79 1979-80 1980-81

Japan 4.36 35.01 24.63 31 .85 36 .89 65.37 30.44 t3.57 28 .38

Saudi Arabia 3.01 5.77 14.65 27 .85

U. S. S.R. 24.t I 4.7 7 34.28 tr.7 7

Singapore 1.07 7.77 9.53

Taiwan 24.90 10.9 4 12.54 22.95 20.62 9.35 7 .29

Belgiurn-
Luxemburg

6t.02 2.30 18.6 3 r6.23 0.75

Germany,
Federal
Republic

r.7 3 L6.82 1t .04 5.67 11.84

United
Kingdom

22.70 30.56 L2.59 7 .92 r0.29 2.7 |

Netherlands 23.5I

Source: Australian Bureau of Statistics, "statistical Register of South Australia'.,
various lssues, and nicrofische files.
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stocks). During this period, the value of S.A. barley exports rose by 385
percent to $192 nillion. However, both the volume and value of barley
production and exports fell during 1980-81. Production dropped Eo I 158 000
tonnes ($i00 nillion), while exports declined to 982 000 tonnes ($157 nillion).

Table 4.5 indicates the changing pattern of S.A. barley exports between
selected countries. In 1930-31 the rnajor buyers of S.A. barley exports were
Belgium-Luxemburg (61 percent) and the United Kingdorn (23 percent). By 1970-71
Japan and Taiwan had become the prlncipal iurporters of S.A. barley. Japan
became the doninant buyer of S.A. wheat throughout the 1970s, although its
relative share of S.A. barley exports has declined since 1977-78. In the last
few years, Saudi Arabia, Taiwan and the U.S.S.R. have emerged as significant
buyers of S.A. barley. However, future barley sales to the U.S.S.R. will
ultinately depend on the size and variability of that countryrs graln crops and
trends in livestoek numbers. In l9B0-81, the najor buyers of S.A. barley were
Japan (28 percent), Saudi Arabia (28 percent) and the U.S.S.R. (12 percent).

4.5 Wool

Until 1979-80, wool was S.A.'s
terms). Since then wool has ranked
production and export earnings.

most important agricultural export (in value
second to wheat in terms of both value of

Wool is easily S.A.rs most important livestock product. In 1980-81, it
accounted tor 77 percent of the gross value of S.A. rs production of livestock
products, and 18 percent of the gross value of this StaEers agricultural
production. The combined sheep and wool industry is the most important
agricultural industry in S.A. - in 1980-81, the combined value of wool and sheep
slaughterings accounted for approximately 27 percent of the gross value of
agricultural production in S.A.

In 1980-81, the gross value of the S.A. wool clip was $241 ni11ion, while
the value of wool exports was $225 nillj-on. This represented nearly 16 percent
of rhe gross value of all S.A. exports. The wool industry has always been
export oriented. Traditionally, approxirnately 95 percent of the S.A. wool cllp
has been exported. In l9B0-81, 93 percent \^/as exported.

S.A. produced over 14 percent of total Australian wool production in 19BO-
81, and accounted for over 12 percent of total Australian wool exports.

The S.A. wool industry has expanded fron producing 24 0OO tonnes of wool in
1930-31, to 99 915 ronnes in 1980-81. The wool clip since 1975-76 has averaged
95 02-q tonnes. Exports have also grown from 23 000 tonnes in 1930-31, to
l16 340 ()00 Eonnes in lgBO-Bt, with the average level of exports since 1975-76
heing 8() 357 000 r,onnes.

Table 4.6 shows ttre distribution of S.A. wool exports between selected
countries for particular years. In 1930-31, the United Kingdom was the domlnant
buyer of S.A. rvool, taklng 54 percent of the S.A. wool c1ip, followed by France
(19 percent). During the early 1950s the U.S.A. temporarily became a large buyer
of S.A. wool as a result of the Korean War. Even then, however, the Unlted
Kingdom remained the largest single buyer (39 percent) of S.A. wool. Slnce
then, there has been a movement away from the traditional wool markets towards
countries such as Lhe U.S.S.R. and Japan. By the early 1960s, Japan had
replaced the United Kingdon as t.he pri-nciple markeE for S.A. wool exports, and
it continued to be the major purchaser of S.A. wool until the mid-1970s. Since
1976'77 the U.S.S.R. has been the major buyer of S.A. woo1.
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TABLE 4.6

Percentage of the Gross Value of S.A. Wool Exports to Select.ed Countries

1930-31 1950-51 t970-7r 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81

U.S.S.R. 14.4 I 18.6 3 27.55 38.32 28.66 35.32 37 .92

Japan r.23 6.80 34.54 26.51 L7 .65 L3.44 18.3 7 14.8 3 L2.92

Italy 4.47 4.29 4.66 7 .67 5.36 2.32 6. l8 6.84 7 .21

Germany,
Federal
Republic

6.08 6.67 6.48 8.07 6.27 5.81 5.09 4.00

France 18.69 12 .81 8.31 6.26 5. 10 3.77 3.67 2.95 2.7 4

United
Kingdorn

53.96 39.03 6.51 3.59 6.10 I .84 3.39 3.65 I .98

u. s.A. 21.58 I.L7 r.28 r.44 1.45

Source: Australian Bureau of Statistics, "Statistical Register of South Australla",
various issues, and microfische fi1es.
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In 1980-81, the principal export markets for S.A. wool were the U.S.S.R.

(38 percent) and Japan (13 percent). These two countries have been the major
purchasers of S.A. wool throughout the last decade. The early dominance of the
United Kingdom as a wool buyer has declined to such an extent that the United
Kingdorn purchased less than 2 percent of S.A. ts wool exports in 1980-81.

4.6 Beef and Veal

In l9B0-Bl 539 200 cattle and calves were slaughtered in S.A., produclng
93 785 tonnes of beef and veal with a gross value of $126 nilllon. Approxt-
mately 25 012 tonnes of beef and veal was exported, yielding $52 mil1lon.

Production and export levels of S.A. beef and veal have grown rapidly,
especially since 1970 due to Ehe development of export markets and the
stimulating effect which this had on the production of beef and veal. In
1930-31, only 89 585 cattle and calves were slaughtered in S.A. and there were
no exporc sales. By 1950-51, the number of cattle slaughtered had risen to
2L5 665, of which only 76 were slaughtered for export. By 1980-Bl, 539 200
cattle and calves were slaughtered and over 41 percent of S.A. beef and veal
produced (in value terms) was exported.

The S.A. cattle industry is snal1 in relation to the Australian cattle
industry. In 1980-81, S,A. accounted for only 6 percent of the gross value of
catEle and calf slaughterings in Australia and less than 5 percent of the value
of Australian beef and veal exports.

Table 4.7 shows the destination of S.A. beef and veal exporEs for selected
counLries. Export markets began to expand in the early 1970s. In 1970-71, the
value of S.A. beef and veal exports was only about $6.3 nillion. By 1978-79'
the value had reached $63.5 million. Throughout the 1970s, the U.S.A. was the
dominant buyer of S.A. beef and veal, accounting for 69 percent of our exports
in 1980-81. Japan has become a more significant buyer of beef and veal in the
last 3 years, taking 9 percent of S.A. exports in 1980-81. Other countries
which have at times purchased large quantities of S.A. beef and veal include the
U.S.S.R. and the Republic of Korea.

Exports of beef and veal have been hampered to some extent by restrlctions
imposed by funporting countries. For exanple in I974 tll.e European Economic
Comunrnity imposed measures to linit meaL imports fron Australia. Similarly our
beef exports have been restricted by Japanese tenders on beef imports. Ilowever
recent Japanese tenders have enabled Australia to compete for a greater
proportion of Japanese beef imports and have irnproved the beef industry's sales
prospects in Japan.

4.7 Lanb and Mutton

In 1980-8f 1 863 800 sheep and 1 685 200 larnbs were slaughtered in S.A. to
produce 39 338 tonnes of mutton and 28 569 tonnes of 1amb, with a total value of
$114 rnillion. Approximately 40 067 tonnes of lamb and mutton vlere exported,
yieldlng returns of $47 milli.on.

The domestic market absorbs a high proportion of the S.A. lamb production'
although export markets have recently been developed in the Middle East, wlLh
countries such as Iran and Kuwait purchasing sizable quantities of larnb in
recent years. In 1980-81 5 139 tonnes or 18 percent of total S.A. lamb
production was exported.
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TABLE 4.7

Percentaqe of the Gross Value
Countrles

Beef and Veal E rts to Selected

1930-31 1950-5r r970-71 L975-76 1976-77 1977-78 rgTB-79 tgTg-80 1980-81

U. S.A. 80.88 69.42 35.57 38.49 55.3r 63.98 68.7 0

Japan 0.92 2.t6 r.74 1 .53 3.52 7 .85 8.99

Korea,
Republic of

5.06 17 .96 2.87 2,7 L

United
Klngdom

27.52 12.0 0.16 r .51 1.01 n '7, 0.60

Trlnidad &

Tobago
68. B0 0. 11 0.04 0.37 0.52

Egypt I 1.50 3. 68 3.67

U.S. S.R. 4.33 7.89 21.L6 7 .69 2.29 3.14

Iran 3.69 15. l6 0.02 0.36

Poland 10.33

Source: Australian Bureau of Statistics, "statistical Register of South Australia',,
varlous issues, and microfische files.



-69-

In contrast a high proportion of S.A. mutton is exported. Indeed Australia
is the world's largest exporter of mutton. In 1980-81 34 928 tonnes, or 89
percent of S,A.rs mutton production was exported.

Production and export levels of S.A. larnb and mutton have lncreased
substantially over time. In 1930-31, I 308 976 sheep and lambs were slaughtered
in S.A., of which 20 789 were exported. By 1950-51 the number of sheep and
lanbs slaughtered had risen slightly to I 546 508, while the number slaughtered
for export had increased seven-fold. However less than l0 percent of sheep and
larnb slaughterings were for export. In 1980-81, 3 549 000 sheep and larnbs were
slaughtered and nearly 42 percent of S.A. lamb and mutton produced was
exported.

In 1980-81 S.A. accounted for over 16 percent of the gross value of sheep
and lamb slaughterings in Australia but for less than 5 percent of the value of
Australian larnb and mutton exports.

Table 4.8 shows the dist.ribution of S.A. larnb and mutton exports between
selected countri-es for various years. Only a very small quantity of lamb and
mutton was exported 1n 1930-3I, all of which went to t.he United Klngdom. The
United KJ-ngdorn continued to be the major buyer of S.A. lamb and mutton until it
entered the EEC in the early I970s. Japan then became the major export outlet,
wl-th several Middle East countries, such as lran, Iraq and Kuwait at times being
significant purchasers.

In the past two years the U.S.S.R. has become the largest buyer of S.A.
lamb and mutton. In 1980-81 the U.S.S.R. purchased over 45 percent of S.A.'s
larnb and mutton exports, followed by Iran (18 percent) and Japan (9 percenu).

In 1980-81 mutton exports were worth over four times as much as lamb
exports. The largest buyer of mutton was the U.S.S.R., which accounted for
approxi-mately 57 percent of S.A. rs mutton exports, followed by Iran (21 percent)
and Japan (ll percent). The largest buyers of larnb were Kuwait (28 percent),
the U.S.A. (9 percent), the United Kingdom (9 percent), the United Arab Emlrates
(8 percent) and Iran (B percent).

The market for sheepmeat has been relatively buoyant since 1978 due largely
Eo the increase in export demand. In each of the last four years exports of
S.A. lamb and Eutton have risen substantially - from I 823 tonnes in L977-78 to
41 525 tonnes in 1980-81.

4.8 Live Sheep and Lambs

The rapid growth in exports of live sheep
the 1970s. This growth has been so great that
live sheep have been more valuable than exports
1980-81 the export returns from live sheep and
compared with $47 urillion for lanb and mutton.

and lambs has been a feature of
in the past few years exports of
of sheepmeat. For example in

lambs was around S56 urilllon

South Australla contributes a large proportion of Australla's live sheep
exports. In 1980-81, S.A. accounted for around 31 percent of the value of
Australiars live sheep exports.

The llve sheep trade has expanded from a posltlon of vlrtual instgnlflcance
at rhe beglnnlng of the 1970s to become a maJor agrlcultural export. In the
perlod before 1970 export.s of llve sheep lsere very low and were malnly for
breeding purposeso Only two sheep were exported from S.A. ln 1930-3I, whtle lO0
rrere exported ln f950-51. In I97O-7L the figure was 364 000. By 1975-76 Live
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TABLE 4.8

Value of S.A. Lanb and l"luttonPercent e of the Gross
Selected Countries

rts to

1930-31 1950-51 1970-7r r975-76 r976-77 1977-78 r978-79 1979-80 1980-81

u.s.s.R. 6.3r 23 .7 2 45 .06

Iran 0.79 14.28 18.34 0.15 1.07 32.55 L8.24

Japan 13.08 50.28 50.01 23.82 29.65 10. 14 9.42

Kuwalt 5.17 5,65 21.53 12.94 I .33 4.7 9

u. s.A. 3.52 17 .44 5.7 0 1.83 2.25 t2.04 3.7 r r.85

United
Klngdom

100.0 89 .07 34.90 5.11 1 .93 0.37 16.29 4.7 r r.69

Korea,
Republlc of

4. l5 4.80 9.37 3.78 0.53

Canada 4.91 7 .6s I .45 4.27 r .02 8.13 1.85 o.2l

Iraq L7 .83 0. 13

Source: Australian Bureau of Statistics, "statistical Register of South Australia",
various i-ssues, and nicrofische files.
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sheep exPorts had risen to 430 000 worth over $2 million. Since L975-76 the
number of live sheep exported has risen by 370 percent, to 2 021 523 head in
i980-81, with a value of $56 rnillion.

Table 4.9 indicates that virtually all of S.A. ts live sheep exports are
destined for the Middle East. rn 1980-81, the principal countries of
consignmenE were Kuwait, (37 percent), Iran (29 percent) and Saudi Arabi-a (27
percent). Kuwait and Iran have been major buyers throughout the 1970s, while
Saudi Arabia has been a significant customer since L976-77.

4.9 Summary

Table 4.10 presents a summary of the quantity and value of exports of
principle coumodities from S.A. since 1930-31.
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TABLE 4.9

Percentage of the Gross Value of S.A. Live Sheep Exports to Selected
Countrles

1930-3i 1950-51 r970-7r I975-76 1976-77 L977-78 L978-79 1979-80 1980-81

Kuwait 64.30 54.U4 l8 .87 19.96 2L.78 23.55 36.56

Iran L4.22 4s.96 7 2.65 62.49 41.90 35.07 28.91

Saudi Arabia 7 .09 r4.27 29.99 15.55 27 .2r

Bahrain 6.73 0.69 r .88 3.29 4.21

Llbya 3. 11 4.1i r .33

Yemen 13.16 0.61

Qatar 2.60 4.07

Oman r4.35

New Zealand 91.32 0.22

South Afrlca 8.68

India 100.0

Source: Australian Bureau of Statistics, "Statistical Register of South Australia",
various issues, and microfische fi1es.
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TABLE 4. IO

ExDorts: Principal Agricultural Commoditles, South Australia. Qnqqtiltgg (tonnes/nurnber)

Comnoditv

at (tonne)

1930-3 I

542 02

1950-5 1

070

r97 0-7 | r97 5-7 6 r97 6-7 7 r977-78 r978-79

59r 044 810 60 0 148 825 503

r 980-8 I

3 029

Barley (tonne

Wool (tonne)

2r9 909

44 685

922 220

80 973

835 401 423 452 846 020

66 444

982 069

793

ef & Veal (tonne)

Livesheep & Lanbs (No

s6 390 14 353

364 000 430 000 862 000

44 473 ot2

| 069 2r4 1 B2O 9BB 2 021 523

Larnb and Mutton

Exports: Principal Agricultural Comnodities, South Australia. Values ($ r000)

Conpodity
$ '000

19 30-3 l i9 50-5 I
$ 'ooo

r97 0-7 r
$ '000

r97 5-7 6
'000

r97 6-7 7

$ 
,000

L977-78
$'000

r978-79
$ 

,000

1979-80
$ 

,000
1980-8 1

7 900 I 695 303 919

t47 010 I

ivesheep & Lambs

Source: Australlan Bureau of Statlstlcs, "statis!ica1 Reglster of Soulh Australia", vsrlous lssues' snd dcroflsche fl1es'
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Chapter 5

MARKETING AND STABILIZATION SCHEI'{ES

S.A. agrl-culture is noted for lts variable and unreliable weather whlch
resulE ln maJor productlon surpluses or scarcity which, together with
fluctuatlons ln prices, result in unstable farm incomes. In addition a hlgh
proportlon of farm output is sold on overseas markets in which returns tend to
be more uncertain than on domestic markets. Overseas markets also present
problems of distance, freight rates, different currencies eEc. The st.ructure of
rural industry generally is atomistic and competitive, and producers are price
takers ln many export markets. That is, rural indust.ries generally comprise a
Iarge number of producers, and producers have no influence over pri-ces
prevaLllng overseas.

S.A. farmers have entered into a variety of orderly marketing arrangements,
some admlnistered by statutory boards, others by voluntary boards or co-
operatives. Some industries have adopted price stabilisation schemes with che
general alrn of achieving stabilisation of income for producers. These schernes
generally perpetuate an econornically ineffecient allocation of resources. In
the long-run these industries tend to be higher cost and less efficient than
they would have been if exposed to more competition.

5. I Wheat

Complementary State and Federal legislation requires all wheat produced in
Australia (except for small quantities retained on farns) to be narketed
through a st.atutory authority, the Australian Wheat Board (AWB). Growers
usually dellver their grain Eo the bulk handling authorities who act as
authorlsed receivers for the AWB. rn south Australia the handling
authority is the Co-operative Bulk Handling Ltd. The wheat is weighed and
the growers are given receipts for the quantities delivered. The AWB makes
an advance payment soon after delivery. Finance is obtained by the Board
from the Reserve Bank and comrnercial sources.

Wheat ls sold on the home or export market and the proceeds are pooled. As
the Board's borrowings are repaid growers receive additional payments as
funds become avallab1e from sales. The pools may take several years to
finalise but ultimately each grower receives a return (less handling costs)
based on the quantity of wheat delivered and the average price realised,
subject to premiums or deductions for quality.

Wheat Industry Stabilisation Scheme

The present Wheat Industry SEabilisatlon plan is the seventh i-n a series
since 1948-49. It commenced with the 1979-80 crop and will end wlth the
marketlng of the l9B4-85 harvest. In broad terms the objectives of Lhe
seventh plan are:

to maintain orderly narketing by allowing the Australian Wheat Board
to market the entire wheat crop.

to provide a guaranteed price mechanism designed to help overcome any
short run downturn in producers returns.

to enable the Board to borrow from commercial sources,
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- to establish a more flexible pricing mechanism for domestic stockfeed
which reflects movements in world wheat prices.

- to establish a home consumption price which is adjusted in line with
movements in export prices, with a margin above export prices of
around 20 percent.

The rnain features of the seventh Stabilisation Plan are:

(i) Under the previous scheme there existed a stabilized price. The
arrangement provided for contributions by growers Eo a
Stabilization Fund from which payments are made when the
average export price is less than the Stabillzation price for a
season. Provision existed for payments from Government revenue
(within defined limits) when there was insufficient grower
money in the fund.

(ii) In the seventh scheme the Stabilization price is replaced by a
guaranteed minimum delivery price (GMDP).

( iii) PayrnenL of the G}IDP will be made on all wheat delivered to the
AWB and it will be set at 95 percent of the average of the
estimated return from pooling domestic and export recelpts for
that season and the two previous seasons, less handling
charges, to arrive at a net figure. The payment w111 be
guaranteed by the Commonwealth.

(iv) Fluctuations in the GVDP are limited to a maximum of 15 percent
between successive years.

(v) Any deficiency between the net pool return and the guaranteed
minimum delivery price will be met by the Commonwealth.

(vi) A first payment to growers on delivery of wheat will be the
GMDP less a Wheat Finance Fund levy, a Wheat Tax and indivldual
growers freight, handling and storage charges.

(vii) The AWB can continue to borrow from the Reserve Bank to pay the
Q1DP and will also be able to borrow from commercial sources.
The Commonwealth will meet any borrowing costs that are
additional to those that would have occurred had the borrowlng
been from the Reserve Bank.

Stabilization Fund

(i) A trust fund of growers money known as the Wheat Flnance Fund
has been established for the AWB to clear any outstanding debt
to the Reserve Bank on a particular seasons pool at the end of
a statutory twelve month period.

(ii) The fund has a ceiling of $100 million and is financed by the
transfer of $80 million from the previous Wheat Prlces
Stabilization Fund together with the proceeds of a levy on
wheat marketed under the control of the AWB.

(iii) As with the Stabilization Fund t.he Wheat Ftnance Fund w111 be a
revolving one, wlth any excess in the fund heing returned to
growers on a first in/first out basis.
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Domestic Price

(i) The operation of the seventh plan continues the setting of a

basic price for all Australian Standard White (ASW) wheat sold
for use in milling into flour for human consumption. It
separates the use of wheat for stockfeed and for industrial
purposes into different distinct components of Ehe domestic
market.

For the twelve months commenci-ng I December 1979 che price of
wheat for human consumption throughout Australia was fixed at
$I27.78 per tonne and increased to $153.34 per tonne on I
December 1980, $187.20 per tonne on I December 1981 and $203.46
on I December 1982.

( ii)

(iii) The price is adjusEed each year according to a formula which
adjusts the price in line with movements in export prices and
an index of prices paid by farmers while providing' over time,
a margin above export prices. The new formula replaces the
existlng arrangements which provide for an annual variation in
accordance with cash costs of wheat production.

(iv)

(v)

Year to year movenents in the formula price are subject Eo a

lirnitation of 20 percent.

The AWB is empowered to fix the prices of wheat for stockfeed
and industrial uses on the basis of their commercial judgement.
Generally, stockfeed prices have moved toward an export price
equivalent. Industrlal wheat prices operated on a phase in
basis until 1 Julv 1981 at which tfune the AWB could set the
price.

(vi) The cosE of shipping wheat from the mainland to Tasmania will
continue as a loading on the domestic wheat price but will only
apply t.o wheat for human consumption.

5.2 Barley

The Australian Barley Board (ABB) was established under eomplementary
legislation enacted by Victoria and South Australia, the two States which
produced 59 percent of total barley outpuc in 1979-80. The ABB acquires
and markets all barley produced in these States, except that retained by
growers for their own use. Growers delivered 87 percent of their total
production to the ABB for sale in 1980-81.

The area sown t'o barley in S.A. has expanded from 693 000 hectares in 1970-
7l to around I rnillion hectares in 1980-81. Expansion of livestock
enterprises and periodic world grain failures, particularly in the
U.S.S.R., suggests that demand for barley grain will reurain buoyant.

In recent years there has been llttle difficulty in disposing of the crop.
In poor seasons the ABB ensures that local requirements are satlsfied
before exporEs are permitted.

The absence of an Australian wide marketing board for barley with
complemencary legislation between the States has led to substantial
interstate trade in barley. Secti.on 92 of the Australian constitution
stipulates that trade between the States shall be free.
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Barley varieties are normally segregated into two classes of malting
barley, principally for brewing, and into 3 classes of feed barley.

Traditionally, the prices of malting barley for domestic consumptlon have
been set at the home consumption price for wheat whilst domestic feed
barley prices are set rnonthly and take into account current barley export
prices, export wheat prices and the prices of available subscltute grain on

the Australian feed grain market.

5.3 Oats

The ABB became the oat rnarketing authority for South Australla in 1977.
The sale of oats to end-users such as oat millers or livestock producers ls
not subject to ABB control.

The area sown Eo oats in S.A. fell markedl-y in the early sevenEles but
higher world grain prices in Lhe last two seasons coupled with droughts ln
the eastern States led to renewed in interest in oats.

Receivals by the ABB in the 1979-80 season totalled 35 800 tonnes whlch
represents only 37 percent of South Australlars production. Growers seem

to prefer to sell oats directly to end-users such as livestock producers.
ExporEs from S.A. during 1979-B0 totaled 32 676 tonnes, one third of whlch
was to Japan.

Future development of the S.A. oat industry will be lluited by the
competition for land from more profitable crops. Local demand for oats has
increased in recent years in line with increasing horse numbers. The oat
pricing policies of the Board are guided by respective local and export
prices. Exporc sales are negotiated in shipload loEs.

5.4 Beef & Veal

Figure 5.1 shows various paths along which Ehe beef animal may pass from
the producer to the consumer. After being sold cattle are generally
slaughtered in a licenced abattoir. The Federal Government plays a role in
licencing abattoirs. From the abattoir the meat is available for the
various domestic uses shown in figure I or for the export market.

Most beef cattle are sold through saleyard auctions which are located ln
Adelaide and country centres. Some abattoirs are operated by State and

local Governmentrs, eog. South Australian Meat Corporation 1n Melaide'
while others are run by private firms. l'leat for domesEic use ls largely
retailed through butchersr shops. However, supermarkets, res!aurants and

take away shops have increased sales in recent years.

Generally the bulk of tradlng in the domestic market is carried out under
relatlvely free market conditions. In the export market however prlce is
often a function of import restricti-ons imposed by the importlng country.
The Federal Government, through the Australian Meat and LivesEock
Corporation, has a number of roles in issuing export licences, involvement
in international trade negotiations, meat promotion and in the pastt
allocation of export quotas.
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5.5 Wool

Over 80 percent of shorn wool produced in Australia is sold by public
auctlon and the rest mainly by private treaty. Wool auctlons are held
regularly at 14 selling cent.res around Australia under rules agreed upon
between producers, selll-ng brokers and buyers. Adelaide is the only wool
selling centre in South Australia. Most of the wool sold at auctlon ls
offered \{tlth objective measurement and sale by sample. In 1980-81
approxinnately 95 percent of the wool clip was sold in this way.

There is no Government control over the marketing of wool but a statutory
body, the Australian Wool Corporatlon, (AWC) performs a number of functions
aimed at assisting the orderly and efflcient disposal of wool as well as
pronoting and developing markeEs for that cornmodiry. The AWC was
established on I January 1973 through the amalgamation of the former
Australian Wool Commission and Australian Wool Board.

Mernbership of the CorporaEion consists of a Chairman, four woolgrower
representatives, three members with special qualificat.i-ons (e.9. in
narketing, processing, etc.) and a Government representative. A11 are
appointed by the Commonwealth Government.

The chief activity of the Corporation in the field of wool marketing ls the
operation of a flexible reserve price scheme for wool sold at auction.
This scheme was introduced by the former Wool Commission in November 1970
rnainly to provide a measure of protection to woolgrowers against unduly low
prices resulting from temporary fluctuations of demand at auctlons.

Under the scheme Ehe Corporation buys in wool which fails to reach a
stipulated reserve price. A grower uray still flx his own reserve price;
the Corporationrs reserve prevails only where it is the higher.

As well as operating at auctions, the scheme also operates at sales by
Eender where each buyer submits a sealed bid for the lots of wool on offer.
The Corporati-on provides no reserve price protection for wool sold by
private trealy.

Working capital required to operate the scheme is provided through
commercial and Government loans. Proflts made on past operations are also
used for t.his purpose. Adninistrati-ve costs are meE by a l-evy collected
from woolgrowers while the Government underwrites losses.

The AWC provi-des a wool statistical service and a servlce for Ehe testing
of wool. The latter is operated by a divislon of the Corporation, the
Australian Wool Testing Authority, which has a large degree of aut.onomy.
The Auchority carries out tests such as determination of mean flbre
diarneter, clean yield of greasy wool, vegetable natEer base content of
wool, etco; and issues certificates in respect of test results. It charges
fees for its services.

One of the most important functions of the AWC is the promotion of greater
use of wool in Australla and overseas, the latter through membership of the
International Wool Secretariat (IWS), a wool promotlonal organisatlon wlth
headquarters in London. It was establlshed up in 1937 by the woolgrowlng
industries of Australia, New Zealand and South Africa, and was jolned by
Uruguay ln 1970.
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l.Iool promotlon and wool research programs are financed jointly by producers
and the Australian Government. The producers contribution is collected as
a levy. The rate of this levy in f980-81 was 8 percent of Ehe gross value
of shorn wool.

5.6 Sheep

The majority of sheep sold in South Australia are sold through the auction
system. The alternative selling methods are selling in the paddock and
selling "over the hooks" in carcase form. The three markets for sheep are
lamb, mutton and live wethers. A11 wethers for the live sheep trade are
exported while most mutton is exported and most lamb is consumed on the
domestlc market. A large proportlon of lamb produced in South Australia is
slaughtered in Victoria while many of the live wethers shipped from South
Australla come from interstate sources.

5.7 Dalry

l) Llquid rnilk and cream retail prices are sec for the metropolitan area
by the Metropolitan Milk Board, which is established under the

Met.ropolitan Milk Supply Act. Pri-ces outside the metropolitan area
are controlled by the Prices Commissioner and are generally related to
Adelaide prices.

Retail price control is not applied to other dairy products.

The marketing of prescribed manufactured products (see below) is
controlled by Cornrnonwealth Government Legislation and is administered
by the Australian Dairy Corporation (ADC) under the following
Legi slat ion:

- Dairy Industry Stabilisation Act
Dairy Produce Act

- Dairy Industry Stabilisation Levy Act
Dairy Industry Assistance Act

- Dairy Industry Assistance Levy Act

Commonwealth Government Legislation allows for a levy to be lmposed on
the production of prescribed cheese (cheddar, gouda, granular),
butter, whole milk powder, skirn nilk powder and casein. The levy is
refunded to manufacturers on produce they export and levy funds from
produce sold on the domestic market are collected by the Commonwealth.
The levy is distributed as a stabilisation payment on all leviable
production whether sold on the domestic or export market. The
stabilisation payrnent is distributed directly to dairy farmers.

The Cormnonwealth Government has also underwritten the equalised price
for the production of manufactured products at a minimum leve1. rn
general, returns have exceeded the underwrltten leve1 and Government
money has not been needed.

The ADC controls the export of dairy products by establishing fexport
permit pricesr for specific export markets. The ADC also controls
directly the sale of produce to Japan and may act as a buyer. The ADC
is involved with international trade pricing negotiations.
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The domestic prices for dairy products are not fixed, but are related
to the Assessed Export Price and the Levy. Manufacturers are asslsted
in making early payments to suppliers before production ls sold by
receiving an advance in the form of a product loan from the ADC in the
month following production.

Priees paid to producers of rnilk are fixed on a regional basis by

equalisation schemes operating in the Adelaide Metropolitan Milk
Supply Area and in the South East, and by Company/Producer schemes in
the Mid North, Port Lincoln and Riverland Regions.

The pricing arrangements vary depending on the localitles and the use
to which rnilk is put, but most of them include two components, a basic
price based on the returns from manufactured products such as cheese,
and a liquid milk bonus based on Lhe returns from the more profitable
liquid milk market.

Each month, returns frorn all markets are used to determine equallsed
returns to al1 producers within the Region. Equalised prices,
comprisi-ng basic prices plus liquid bonuses, are highest ln the low
production months and in Regions with a €{reater proportion of llquid
milk sales. First payments to producers for each months m1lk are
based on expected final returns fron all markets. The necessary
retrospective (always upward) adjustments are rnade later.

Legislation controlling the cornposition, purity, qualily, storage'
distribution and labelling of products is contained in the
Metropolitan Milk Supply Act and Regulations, the Dairy Industry Act
and Regulations, and the Food and Drug Act and Regulatlons. The
regulatory controls are aimed at safeguarding the public from health
risks, low quality products, and misrepresentation.

Major promotion of dairy products is carried out by companies, the
Metropoliran ltilk Board, and the ADC. The Metropolitan Milk Board in
conjunction with dairy industry financial support undertakes
promotions such as the "Milk It Instead Campaign".

The ADC utilises dairy farmerrs funds to undertake national press and

television advertising for dairy products e.g' cheese, butter, yoghurt
and cream Dromotions.

5.8 Pig Industry

Most pigs in S.A. are sold through saleyard auctions which are located in
Adelaide and countrY centres.

Sale of pigs by classification was introduced in Octobet 1979. Under this
system, producers assess their pigs according to weight and back-fat depth.
Buyers bid by progressive auction on the catalogued description without
physically inspecting the pigs. Approximately 10 per cent of pigs sold in
S.A. are now auctioned under this system.

Pig sale by classification allows for telephone link-up wlth interstate
buyers permitting buyers from Victoria, N.S.W. and other states to buy
accordlng to the description of the plg.
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The bulk of crading in the domestlc market is carried out under relatively
free market condltions.

5.9 Chicken l{eat

poultry meat ls marketed by lndividual companles in a competitive market.

Fresh blrd sales (chilled) have increased in S.A. in the pasL few years
with an estimated 85 percent being sold in this manner.

Marketlng of whole poulEry j-s based on selling a bird of a particular size
with a specific code number as a "unit" rather than selling on a price per
kilo basis.

5.10 Eggs

Marketing of eggs in South Australia is controlled by the South Australian
Egg Board (SAEB). Thg industry is subject to price equalisation and
production control. Only flocks of more than twenty birds which are kept
for commercial purposes are subject to this control.

The SAEB sets both the maximum retail price and the wholesale price of
eggs.

All eggs produced commercially must be consigned to the Egg Board or to
llcensed agents. Some producers have special licences to grade eggs on the
farm and deliver ro retail outlets. Surplus eggs from all states are sold
on export markets by the Australian Egg Board. Egg surpluses are seasonal,
with the najority occurring in the spring-summer period.

Production is controlled by means of hen quotas which were introduced in
1975. Since that time the hen quota has been reduced in order to reduce
the surplus of eggs. Quotas are transferrable within the State, although
approval is required, and they are not subject to price control.

5.11 Fruit and Vegetables - General

Approximately 25 per cent of produce grown in S.A. is sold through the East
End Market in Adelaide, either through wholesalers and merchants or
directly by the grower.

Potatoes are marketed through a statutory marketing authority. This body
has the power to f ix mi-nimum r^rholesale prices and to direct the sale of
produce through licensed wholesalers as well as having a number of other
regulatory powers.

Co-operatives play an imporEant role in marketing fruit from the Melaide
I1111s and Riverland areas but are not involved in Lhe marketing of
vegetables.

Frult and vegetables gror^ln for processing do not pass through the central
wholesale market in S.A. Vegetable crops are gro\^rn under contract
agreement with processing factories and prices are usually negotiated
before planting.

Fruit crops are either delivered by the grower direct to a cannery or juice
factory, or consigned by a co-operative to the factory after the better
quallty fruit has been graded out for sending to the fresh market.
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No figures are available for the interstat.e movement of fresh fruj.t and
vegetables.

A very snal1 quantity of vegetables is sold overseas from S.A. In l9B0-Bl
2 640 tonnes of onions were exported; this represented 12 percent of total
Australian onion exports.

5.12 Canning Fruit

The Australian Canned Fruits Corporation is empowered to acqulre and sell
the production of canned apricots, peaches and pears and is responsible for
determining prices and terms and conditions for sale in both Australlan and
export markets. The Corporation's administrative and promotional expenses
are financed by a statutory levy on canned fruit production,

Canned fruits have been manufactured by one company in South Australia,
Riverland Fruit Products, and in 1980-Bl some 264 O0O cartons of fruit,
mainly peaches, were exported principally to t.he United Kingdom and Japan.
South Australia contributed l7 percent of peaches and 12 percent of mlxed
fruits exported from Australia during 1980-81.

5.13 Dried Vine Fruit

Australia relies to a great degree on export markets to sell its drled vine
frult (d.v.f.). In 1981, some 41 000 tonnes (59 percent) of d.v.f.
production was sold on export markets.

The domestic market is closely regulated by an industry association, The
Australian Dried Fruits Associat.ion (A.D.F.A.) and four State Dried Fruit
Boards (N.S.W., Victoria, South Australia and Western Australia). The
Boards act in consultation with the A.D.F.A. to fix the quota of frult that
may be sold in each Stat,e.

Dried Fruits Export is handled by the Australian Dried Fruits Corporatlon,
an eight member body consisting of four members representing growers, two
members with special qualifications (e.g. marketing, promotion, finance,
etc.), a member representing the Federal Government and a Chairman. The
Corporation replaced the Australian Dried Fruits ConLrol Board ln 1979.
The corporation as well as taking over the export role of its predecessor,
cornmenced administering the then (1979) new statutory dried frults
equalization scheme. It also had rhe power to trade and borrow and will be
financed by a levy based on exports as is the A.D.F.A.

The Corporation operates under the Dried Fruits Corporatlon Act, 1978 and
the Equalisati-on Scheme operates under the Dried Vine Fruits EquallzatTon
Act, 1978. The Equalizat.ion Scheme equalizes the market returns for dried
currants, sultanas and raisins sold on the domestic and export markets.
Each variety of fruiL is handled by separate equalizacion schemes.

5.14 Citrus Industry

The citrus industry supplies three basic markets, Domestic (fresh), Export
and Factory. Of the total citrus production in Australia 80 percent are
oranges. South Australia produces about 36 percent of Australia's oranges
(155 000 tonnes in 1978-79). The general trend in consumptl-on tends to be
away from fresh oranges towards orange juice. There has been signlficant
growth in orange juice consumption in recent years, most of whlch has been
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at the expense of other beverages. In 1980-81, 60 percent (252 000 tonnes)
of Australian oranges were converted to juice and 23 500 kilolitres (an
equlvalent weight of 52 000 tonnes) of orange julce was lmported.

Tlrere 1s no natlonal cltrus marketlng organlzatlon 1n Arrstralla. Cltrus
marketlng ls handled either by prlvate companles, co-operatlves and/or
state marketing organLzatlonsr'depending on the State andfor form of citrus
- fresh or juice. The citrus growers national body is the Australian
Citrus Growers Federation (A.C.G.F.), which represents all major citrus
producer groups in Australia. Packing of fresh citrus in S.A. is handled
by a nurnber of co-operative and private packing sheds. The marketlng
(including price setting) of fruit for the S.A. rnarket is co-ordinated by
the Citrus Organization Committee of South Australia (C.O.C.). This
organlzation also determines the type of pack in which the fruit is sold on
the Adelaide market. Riv-Sam (consortium of citrus packers) handles
exports of fresh fruit from South Australia. Prime markets for this fruit
are New ZeaLand and South East Asia.

A Citrus Industry Council, compri-sing members of the A.C.G.F., the
Australian Citrus Processors Association and the Aust.ralian Fruit Juice
Association has been formed to discuss Australian citrus industry problems
and to attempt to implement industry objectives.

5.15 Wine/Wine Grapes

S.A. produces around 60 percen! of Australiafs wine grapes, representing
around 284 000 tonnes in S.A. in 1980-81.

Certain varieties of red grapes are being overproduced, however, and this
appears likely to continue for some time. White grapes which for most of
the 1970s were required in ever increasing numbers to supply a growing
white wi-ne market have for the last few years shown a quite dramatic sales
decline.

Prices for each wine grape variety in South Australia are set by the State
Conrnissioner for Consumer Affairs. Different prices are set between grape-
growing areas irrigated by the Murray and those areas not irrigated by the
Murray. For the 1983 vintage, the average price rise was $14 per tonne.
The premium white variety Sauvignon Blanc received the largest percentage
increase (an average over irrigated and dryland areas of 12.1 percent),
followed by other premium white varieties Traminer (11.9 percent), Rhine
Riesllng (11.1 percent) and Chardonnay (11.1 percent). The r.rhite variety
clare Riesling received the smallest increase (1.2 percent). The non-
premium red varieties Grenache and Mataro and the white varietv Doradillo
remai-ned the cheapest varieties available.
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Chapter 6

AGRICULTURE IN THE NINETEEN-EIGHTIES

6.1 Introduction

South Australiars agri-cultural potential in the decade ahead will most
likely depend on supply/demand factors largely external to the exlstlng
production processes/technologies on many S.A. farms.

According to recent commentators (for example, Penn (1981)) agrlculture in
rnajor food exportj-ng countries is in a transillonal phase with projectlons of a

much tighter balance between food supplies/demands in the eighties compared wlth
chronic excess supplies and depressed farm prices over the period of the
seventles. The transition from a "farm problem" to a "food problem" inplles
that the need to stimulate food production will probably be greater than the
need for adjustment and other assistance measures.

However there are other emerging adjustment pressures on the demand for
food which wl11 operate to create further imbalances on internatlonal markets.
These adjustment pressures relate to international trading policies and macro-
economic factors such as difference in inflation rates and exchange rate
fluctuations among trading nations. Within the mix of food commodities there
will be significant changes particularly in the relative changes among world
commodity prices. A11 of these factors are external to the environment of S.A.
farming but will certainly exert a major and perhaps overridlng influence on the
production performance of the traded agricultural goods sector.

In terms of supply factors in farming there is potential capacity to meet

the projected growth in demand. However production increases will probably be

achieved at substantially higher costs in terms of opportunity costs of
increased land costs or rents, more intensive use of fetti1-izers and herbicides,
higher yield variability on marginal lands, higher machinery costs and higher
resource costs in terms of environmental pollution. The gains from productivity
increases are limited particularly on existing agricultural lands and will
probably be offsec by higher unit costs in the short term. However' many

farmers will benefit fron higher prices and incomes over the long term from the
projected transition from a buyersr market to a sellerst market ln many traded
good s.

llodern agri-culture is a diverse and complex system of related actlvities.
Over time the size of farming units becomes increasingly critical while the
opportunities to lncrease producEivity are extremely linited. Improvements such

as reduced tillage meEhods, fertiltzer arrd higher yielding varieties and

livestock strains assist in boosting returns and/or reducing cosEs. While these
technical innovations are available to broad-acre farrners in the wheat/sheep
belt of S.A. there are other areas in S.A. in which both returns and costs are
likely to exhibit a continuing declining trend in the terms of trade to
agriculture. In horEicultural production the canning, dried and processed fruit
industries are likely to exhibit declining trends. On the other hand snall
scale vegetable and citrus production will probably increase.

In summary, agriculture in the 1980rs in S.A. w111 be subject to the
following factors which will influence the trend in productlon.

- Unlike the 1970's, the 1980's will probably reveal a much tighter food
supply/demand balance on international markets.
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There will be a number of adjustment pressures external to agriculcure
whlch wtll lnfluence the growth of agricultural production in
Australla. These include commodity price changes, surplus balance of
Payments and a gradual lowering in protection across all industries.

In broad-acre farmlng the greatest potential increases will come from
increasing the land area under cultivation.

Agriculture will be influenced by the type of policy responses Eo each
of these factors. For example Ehere will probably be a need for
policles to actively encourage food production through emphasis on
price and incone stabilizaEion measures. At the same tlme surplus
balance of payments problems can be met by currency revaluations or
alternatively permitting a higher domestic inflation rate and
encouraging imports. A gradual lowering in protection across all
industries will expose our irnport competing industries to greater
foreign competition. rnevitably there will be a mix of policies
designed to achieve alternative policy goals. I{owever the terms of
trade in agrlculture will continue to move downwards and the rate of
growth in agricultural output will decline significantly throughout
the l9B0's.

6.2 The "Farm" vs. "Food" Problem

Throughout the 19B0ts many commentators see a tightening of the world food
supply/demand situation. The chronic surpluses of the 1970's will probably be
replaced by some cornmodity shortages in the 1980ts requiring more emphasis on
policles to encourage production. This rnay be contrasted with the situation
during the 1960ts and early I970t s which were periods of chronic surpluses and
depressed prices wlth policies framed to provide adjustment assistance to
producers and to withdrahr surplus resources from agriculture.

However while there ls projected to be a strong growth in domestic and
forelgn demand for food during the 1980rs, there is likely to be a slower growEh
in world food production. This irnbalance will also create problens of market
lnst.abi1lty particularly when producers are expanding production into more
rnarginal areas in which production will fluctuate much more widely. In
addirion, exlsting agricultural production facilities including marketing and
transportatlon systems will face capacity problerns and will have to handle
slgnlflcantly larger volumes than at any period over recent times.

The impact of this higher world food denand/supply balance on Australian
agrlculture w111 be to increase production in response to rising prices for
food. Real prices for food will have to increase at an average rate of about
t\^ro percent annually in order to keep abreast of projected increases in the cost.
of production particularly with limited opportunities for productivity
lmprovements.

The policy responses to this imbalance will probably be a switch in
emphasls from cornmodlty specific programs to programs which embrace the
development of the agricultural sector generally. Thus, rather than policies
which enhance the returns to producers via price support or subsidies, there
w111 be an increased need to stabilize incomes in agriculture to overcome the
fluctuatlons in produetion. It will be a sell-ers market for food on foreign
markeEs. One major issue will be the extent to which our policies on trade
liberalization, aid and assistance to food inporting countri-es affect our
returns from food export.s. In addition the extent to which increased food
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Prices will influence domestic inflation rates and affect the competltiveness of
our import competing and export-oriented industries will become important issues
for policy responses.

6.3 Adjustment Pressures on Agriculture

There will be many factors whlch will eontribute to the adjustment
pressures facing the agricultural sector throughout the 1980ts. Ilowever, we can
identify three key areas which will produce a number of major adjustment
pressures on agriculture, and which will require a range of policy responses.
These adjustnent pressures relate to (a) chronic balance of payments surpluses
from increases in world innport prices of energy related and mineral resources
relative to other commodities (i.e. a resources boom), (b) increased prlces of
agricultural cornmodities on world markets and (c) a reduction in protectlon
through a lowering in t.ariffs and relaxation of import quoLas.

The effects on S.A. agriculture of adjustment pressures such as the
resources boom, changes in world commodity prices and reducations in tarlff
protection have been estimated using the II{PACT nodel (Vincent and Ryland
(1981)). fhe effects on specific commodities are shown in Table 6.1.

Resources Boom

The effects of the projected growth in export earni-ngs of minerals and
energy related resources will result in an unprecedented lncrease in foreign
exchange earnlngs which will influence exchange rates, domestic lnflatlon and
the basic structure of agricultural industries. Primarlly the basic mechanlsm
involves a lowering of the domestic pri.ce of traded goods (goods which enter
international trade) relative to non-traded goods once the effect of the
increase in foreign exchange earnings finds its way into the economy by way of
revaluation of our currency, or by increased prlce inflation in Australla
relative to other countries" The lowering of Ehe dornestic price of Australian
exPorts will result in some contraction of output of export related industrles
partieularly agriculture.

The effect of the resources boom on S.A. agriculture as estirnated by
Vincent and Ryland (1981), are shown in Table 6.1 (column l). Generally,
outputs of major cereals (wheat and barley), wool, sheep and beef cattle decline
by about two percent while rural employment declines by about three percent from
what lt would otherwise have been in the absence of a resourees boom.

World Commodity Prices

There have been a number of projections of annual changes ln world relatlve
prices for iurported commodities (Leontlef (I977) and Freebairn (1978)).
Basically the projections of world prices for different groups of commodit.ies
are conditional on a number of key assumptions relating to demand factors
(populatlon and income changes) and supply factors (productivlty, technology
changes, and intensity of production). In general terms demand shift factors
have been identified as relatively more important than supply shift varlables
for the bulk of export oriented agricultural commodities.

The world price projecEions (Table 6.2) indicate Ehat meat products
(especially beef) and fish export pri-ces will rise at flve percent annually
relative to Ehe slowesc increasing group (rnanufactured products and machinery),
wool will rise at five percent, wheat around three percent and dairy products
four percent.
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TABLE 6.1

hnpact of varlous economic changes on rural production and employment
in South Australia

Resources
Boom
(z>

World
Prices

(z>

Tariff
Reduction

(z>

Total
Inpact

(7")

Wool

Sheep

Wheat

Barley

Other Cereal Grain

t'leat Cattle

Mllk Cattle & Pigs

Other Farming Expor

Other Farmlng Impor
competing

Poultry

-1.8

-2.1

-2.2

-1.9

0.8

-2.2

-0.7

-0. I

-0.7

6.6

9.7 s

-1.3

0.8

1.3

10.3

3.7

1.3

3.3

0.4

0.5

0.5

0.5

0.2

0.5

0.2

0.15

0. 18

C4) oL

8.1

-3.0

-0.6

0.6

8.5

3.2

1.3

2.8

Rural Employment -2.9 6.0 0.5 3.7

Source: Vlncent and Ryland (1981)
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TABLE 6.2

Assumptions eoncerning annual rates of growth in tlorE
cognodity prices to the mid-1980s

Comnodity Descriptiona'b
Price
Group
Number

Projected Additlonal
Inflation in Conmod-
ity Price Relative
to Slowest Growing
Group (Group 9)

ENERGY AND ENERGY RELATED

Crude oil
Coal
0i1 and coal products
Other baslc metals

MAINLY AGRICULTURAL EXPORTS

Meat producLs
Leather products
Fishing; Wool

MAINLY ADVANCED COUNTRY EXPORTS
(OTHER THAN IIACHINERY)
Forestry; Prepared flbres; Man-made
fibres and yarnl Wool and worsted
yars; Pulp and paPer; Fibreboard;
Paper products n.e.c.; NewsPaPers
and books; Commercial Printing;
Chemical fertilisers; Industrial
chemicals; Paints and varnishesl
Pharmaceuticals; Soap and detergents;
Cosmetics and toiletrY; Chernical
products n.eoc.; Signs and writing
equipment

)
)
)
)
)
)-

)
)
)
)

(% per year)

6.8
5.8
5.8
4.9

5.2
4.9
4.8

4.1

4.0

3.8

3.4

CERTAIN FOODS, DRINKS
Milk producEs; l"lilk
Frui-t and vegetable
cakes and biscuits;
fats; Other farming
Tobacco products

cattle and pigs;
productsl Bread,
Margarine, oi1 and
irnport competing;

)
)
)
)

NON-ENERGY MIMRALS
Iron; Non-metallic n.e.c.; Other
metallic minerals

MISCELLANEOUS GROUPC

Wheat; Barleyl Other cereal grainsl
Poultry (eggs); Flour and cer:eal
products; Soft drjnks and cordials;
Beer and nalt; Concrete Products

2.8
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TABLE 6.2 (continued)

Commodlty Descrlptlona, b
Price
Group
Number

Projected Additional
Inflation in Conmod-
ity Price Relative
to Slowest Growing
Group (Group 9)

SUGAR AND RELATED PRODUCTS

Other farmlng export; Confectionaryl
Food products n.e.c.

MAINLY EXPORTS AND PROSPECTIVE EXPORTS

OF INDUSTRIALISING ASIA
Cotton, silk and flax; Textile finish-
lng; Textile floorcovers; Textile
products o.€oc.; I(nitting mills;
Clothlng; Footwear; Sawmill products;
Plywood and veneers; Joinery and wood
products; Furniture and mattresses;
Glass; Clay products; Cemet; Non-
netalllc mineral producEs; Basic iron
and steel; Structural rnetal; Sheet
metal product s ; Metal product.s n. e . c. ;
Rubber products; Plastic products;
Other rnanufacturing

MACHINERY, EQUIPI"IENT AI{D APPLIANCES
Motor vehlcles and parts; Ship and boat
bullding; Locomotives; Aircraft building;
Scienttflc equipment; Electronic equip-
ment; Household appliances; Electrical
machlnery; Agrlcultural machinery;
Constructlon equlpment; Other machinery

(7" per year)

2.7

2.6

0.0

The composition of most cornnodity categories can be inferred from the
connodlty descript.ion. Details are in Australian Bureau of Statistics (ABS)
(1978). The commodity categories, Other farming export, and Other farning
lutport competing, are not used in the ABS I-O classiflcation. Other farnlng
export consists mainly of sugar cane. Other commodities included in this
category are various fruits and drled vlne fruits. Other farming i-rnport
competlng lncludes tobacco leaf as well as vegetables and flowers.

Corunoditles which are essentially non-traded do not appear on this list.

The overall world commodity price level is assumed to inflate at the same
rate as for this group.

)
)
)
)
)
)

)
)
)

)
)
)

)
)
)
)
)
)

Source: Freebairn (1978).
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While world cereal prices in general are projected to rise slower than meat

and wool prices the differences among commodities are such as to suggest that
commodity outputs will change marginally.

The impact of this vlorld price scenario on S.A. agriculture is given in
Table 6.1 (column 2) in which outputs of wool, sheep and beef are expected to
increase relative to wheat, barley and cereal grains.

However, the interpretation of these results is important. They do not
imply that the growth raEe in animal production will exceed the growth rate in
cereal production as relative prices change. They do irnply thac the rate of
growth in cereal production will be slower relative to animal products.

Tariff Reduction

Across the board reduction in tariffs will assist the competitive
performance of the export oriented agricultural sector. In particular it will
benefic most those agricultural industries which utilize a relatlvely large
conponent of imported inputs and where a high percentage of output is exported.
Tariff reductions and reduced assistance measures to industry generally have
been advocated as appropriate policy responses to offset the iurpacts of chronic
balance of payments surpluses from the resources boom

The effects of a 25 percent across-the-board reduction in ad Valarem
tariffs are estimated in column 3 of Table 6.1.

6.4 Concluding Remarks

There are two broad policy opEions which may be used to deal with the
projected balance of payments surpluses throughout the 1980rs. The first is to
increase imports through a gradual lowering in tariff protection and barriers to
trade. This will help dissipate the projected increase in foreign exchange
earnings and need for currency appreciations.

An analysis reveals that the total impact on South Australlan agriculture
of 'across the board' tariff reductions, the mining boom and the world prlce
rise scenario is a slight expansion of activity and that this expansion is more
likely to come frour projected real increases in the world import price of
agricultural commodities relative to manufactured goods.

The second option for macro-economic policy makers is to al1ow contlnual
and graclual adjustment of exchange rates in response to market forces and/or
higher domestic rates of infl-ation. This latter option is probably less
preferred than the former but the effect is to reduce the projected increase in
the real effective exchange rate. The impact of higher domestic inflation on

agriculture is probably less than on any sector, particularly its impact on real
net farm income. It does however raise lhe value of farm assetsr encourages the
acquisition of land and capital equipment and strengthens the competitive
positions of the wealthy.

The appropriate policy response to the projected terms of trade gain for
agriculture generally is a blending of the above policy options. Reduced tariff
protection together with a gradual appreciation in the real effective exchange
rate will probably imply a slower rate of growth in agricultural output durlng
the 1980's.
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