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Executive summary

Agriculture is the economic powerhouse of the Great Southern. The size and diversity
of the regions agricultural systems provide a robust platform from which the Great
Southern can build significant growth.

The majority of food produced in the region is exported in its raw form, without any
value adding. Meat processing and wine production are examples of existing
industries that do add value to regional agricultural product.

Increased value-add activities within the Great Southern will enhance employment and
economic development.

A survey of current Great Southern food production and processing was undertaken to
guantify existing value add agribusiness activities, identify growth constraints and
determine the capacity for production and agrifood manufacturing expansion within the
region.

The survey results intend to inform and influence future regional value add investment.

Two hundred and twelve businesses were surveyed of an estimated 2000 businesses
involved in food production in the Great Southern. The respondents represented a
cross section of agribusiness activities.

Production systems

Survey results confirmed that the majority of regional agribusinesses are associated
with grains and livestock production. These enterprises cover more than 99 per cent of
the regions agricultural land and generate over 90 per cent of gross agricultural
income.

Fruit production and processing, including winemaking, are meaningful contributors to
the Great Southern’s economic and employment palette. Horticultural diversity is
strengthened by growth in the region’s berry production, specifically strawberries and
blueberries.

Other meaningful agribusiness sectors within the region include; vegetables, fishing,
aquaculture and honey production.

Few respondents engaged in grain and livestock production participated in any value
adding to their products. The majority of surveyed vegetable, fruit and speciality
product businesses did value add to their raw agricultural product.



Business structure

Businesses within the Great Southern are predominantly owned by those residing in
the region.

A third of respondents reported a turnover of over $1 million, with survey results
identifying that a large proportion of farm businesses with turnover of less than
$500,000 are unprofitable.

Identified constraints to business growth

Most respondents reported that there were opportunities for business growth in the
region. A high proportion reported that financial risk and input costs were impediments
to business growth with production risk and availability of capital also perceived by a
significant proportion of respondents as limiting the potential for growth.

Logistics of delivering products to buyers at low cost was a primary concern of some
small producers. Whilst the region is well serviced by transport companies, the points
of delivery are frequently not convenient for the purchaser, or result in additional high
costs, such as agents’ commissions or leasing warehouse space to improve efficiency
of distribution. Whilst these costs may be partly defrayed through the establishment of
a marketing cooperative, the transaction costs of collaboration need some
consideration.

A number of respondents emphasised the low availability of trained staff capable of
completing work unsupervised and having capacity for problem solving. Other
respondents that reported difficulty in attracting labour of any sort were typically
remote from a regional centre.

Government regulation was considered a significant constraint to business growth.
Whilst ranked lower compared to other factors, there was a high level of frustration
communicated regarding the administration of regulations for development and the
difficulty of navigating the approvals process.

Identified strategies for business growth

Less than 10 per cent of respondents indicated they were interested in expanding the
volume for export. The majority of these were livestock producers. Only three
businesses that were engaged in value adding reported an intention to expand
through improving exports; a cheese maker, a wine maker and a processor.
Interestingly no organic farmers interviewed indicated that exporting was a potential
strategy for growth.

Many respondents running broad acre farms reported an interest in expanding
production, by increasing output based on a land purchase strategy.



Potential areas of growth in the Great Southern

Of all agricultural sectors covered by the survey, five were identified as having
development potential:

Dairy

There is an apparent comparative advantage for dairy production near the South
Coast. It was proposed that should the dairy industry increase in size there may be an
incentive for developing processing facilities in the region.

Brewing and distilling

A number of small businesses involved in production of alcoholic beverages have
been established in recent times and have demonstrated rapid growth. The presence
of these businesses is likely to improve the appeal of the region as a destination for
tourists.

Aquaculture

Aquaculture is a small sector of the regional economy but there is strong interest in
expansion. The Department of Fisheries is in the process of establishing an
aquaculture precinct whilst oyster (particularly pearl oysters) and mussel producers
are looking to expand. There is also strong interest in the development of an oyster
hatchery which would distribute product Australia wide.

Fruit and berry production

Blueberries are presently grown ‘out-of-season’ compared with other regions,
providing an opportunity for scaling up production. There is also a growing demand for
blueberries in Asia and our proximity to this market may provide an advantage through
lower transport costs.

Salmon processing

Australian salmon was confirmed as an underutilised resource of the region. There
has been some interest is establishing a processing plant in the region, however a
perceived barrier is the reluctance of government to guarantee a certain volume of fish
annually.



Introduction

The agrifood sector is a significant contributor to the value of the Western Australian
economy, with the production, processing and marketing of products employing one in
eight people in the state. It is also the largest component of the Great Southern
economy. As part of the strategic plan for economic growth the government has set a
goal of doubling the 2013 agrifood value in real terms by 2025, through development
of export markets for value added product.

To achieve this goal, the State Government has invested Royalties for Regions funds
into the sector under the banner ‘Seizing the Opportunity in Agriculture’ (STOA). Part
of the STOA investment has been directed to projects managed by the Department of
Agriculture and Food, Western Australia (DAFWA), including the Food Industry
Innovation project.

The Specialised Food Centre was established as part of the Food Innovation Centre,
to service the Great Southern and Wheatbelt regions of WA, to encourage production
of premium and value added food products for export. An early milestone of the
Specialised Food Centre was to complete a survey of Great Southern agrifood
producers and processors to identify growth constraints and to determine the capacity
for production and agrifood manufacturing expansion within the region.

The information collected by the survey will benefit the region through informing future
investment by assisting to match the capacity for production with opportunities in
domestic and export markets.

This activity was a collaboration between many of the local councils, catchment
groups, grower groups, as well as government and non-government agencies.

Background

The Great Southern region of Western Australia lies in the south of WA comprising 11
local government areas, including the Shires of Broomehill-Tambellup, Cranbrook,
Denmark, Gnowangerup, Jerramungup, Katanning, Kent, Kojonup, Plantagenet,
Woodanilling and the City of Albany. It has a land area of around 40,000km? and as
such has a diverse landscape and climate. In the north east of the region rainfall is
below 400mm whilst in the south west corner it is around 2000mm.

Agriculture is the dominant sector of the regional economy, both in terms of value of
production and numbers of people employed. It provides employment for around 50
per cent of the workforce in all but four of the LGA'’s, and over 15 per cent of
employment for the region as a whole. More than one third of the 2000 businesses in
the Great Southern are engaged in agricultural production (Australian Bureau of
Statistics, 2014).

Agricultural production in the region is diverse, dominated by mixed grain and livestock
farms both geographically and economically. Production is generally more intensive
nearer to the south coast where rainfall is higher, temperature and evaporation is
lower and the growing seasons are longer. Viticulture has become increasingly
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important in the south while horticulture is a relatively small sector of the regional
economy, along with fishing and aquaculture.

The majority of food produced in the region is exported in its raw form, with no value
adding. However meat processing and wine production are important parts of the local
economy of some communities in the region.

Method

Existing data

Data from a range of sources was sought to build a comprehensive picture of the food
production and manufacturing in the Great Southern.

Contributors of production information were:

1. The National Livestock Identification Scheme (NLIS)
Livestock movements from Local Government Areas

2. Cooperative Bulk Handling (CBH)
Grain receivals for Great Southern Region

3. Department of Fisheries of WA (DF)
Value of fish landed in ports situated in the Great Southern Region

4. Australian Bureau of Statistics (ABS)

5. Department of Agriculture and Food of WA (DAFWA)
Areas of different agricultural enterprises from the Client Resource Interface
System (CRIS) database

Information on the movement of livestock from farm to abattoir or farm to buyer (where
livestock was exported from the Great Southern) was used to estimate the value of
meat production for each Local Government Area (LGA). Only beef and sheep were
included, as the value of other meat was either very small or not available.

Grain received by CBH from farms in the Great Southern was used to calculate the
value of grain production, using estimates of prices received on average for each grain
type. Production was also scaled to adjust for sales to other grain handlers and
agents, recognising that a proportion of the grain produced is not sold to CBH.

The gross value of the fish catch was provided by the Department of Fisheries of WA,
using catch data of the fish landed at ports situated in the region. Fish landed at these
ports may have been caught elsewhere, however there is no means of determining
what proportion that would be of the total.

No current and comprehensive data was available to determine the value of intensive
industries in the region. ABS data available was from 2010-2011, prompting a
guestion of relevance. The data was used however for the purpose of comparing the
relative value of some sectors of the agrifood economy.
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Where information from ABS was not available or not relevant to the conducted
analysis, data of enterprise areas was extracted from DAFWA'’s Client Resource
Information System (CRIS) database. This is a Geographic Information System (GIS)
based tool that has been used to collate information on farm enterprises across
Western Australia. Data has been collected over time and periodically revised.
Information will be current for some farm businesses but not for others.

Survey

The survey objectives were to identify those in the region who are value adding or
looking to value add to primary produce and ascertain the current and future capacity
of the regions intensive and extensive food production and food processing
capabilities.

Survey data was used to complement existing information and research, to determine
the factors that are adversely affecting business growth and to assess the potential for
collaboration between businesses in the region.

The survey was designed using the online Survey Monkey software. A copy of the
survey is attached as an appendix to this report. Survey Monkey offers web based
data collection and collation, generating summarised results.

Targeted survey participants were emailed a direct link to the survey and access was
also provided through a web address. In some instances, participants completed a
hardcopy of the survey. The survey manager, or delegated colleague, manually
entered the hardcopy survey responses into Survey Monkey, ensuring that all
responses were captured by the selected online analytics platform.

One of the main aims of the work was to survey a number of agrifood businesses in
the region, so that collected data created a ‘heat map’ of food production, highlighting
the more concentrated value adding zones within the Great Southern.

A range of stakeholders were consulted to ensure the questions asked were relevant
to the project objectives.

Prior to launching into the broader survey, a pilot survey was undertaken to obtain
feedback. The pilot survey assisted in the development of a survey that met the
objectives of the survey and minimised participant objections. Consideration was given
to the ease of completing the survey and the intrusiveness of the questions.

The final survey comprised of thirty three questions.

There was a degree of redundancy in the survey, depending on the mix of enterprises
in which individual business were engaged. For example, most cereal growers were
not required to answer any of the questions about vegetable or fruit production.

The survey was promoted using a range of communication pathways. Over 1000
businesses were directly emailed a link to the survey, collaborating groups and
agencies forwarded survey links to their membership and a broad promotion was
undertaken through the regional media, local news vehicles and social media.



Interviews

Face to face interviews were conducted with over 40 businesses. The primary purpose
was to gain a more detailed understanding of the capacity for growth and the
constraints that may limit the future expansion of the agrifood economy, and the
potential for collaboration between businesses to facilitate business growth.

Responses to question were recorded on a paper copy of the survey and entered into
Survey Monkey by the interviewer.

Regional Profile

The gross value of primary food production in the Great Southern varies from year to
year. Fluctuations can be as much as $1 billion dollars from one year to the next.
Commodity prices and seasonal conditions contribute to fluctuations.

Agricultural holdings within the region total almost 2.5 million hectares (refer to
Table 1), supporting around 2000 businesses.

Table 1: Area of mixed farming (broadacre grain and livestock) for each
Local Government Area of the Great Southern Region

Local Government Area (LGA) ‘ Area (ha)
Albany 222,018
Broomehill - Tambellup 232,068
Cranbrook 186,936
Denmark 31,217
Gnowangerup 346,916
Jerramungup 371,013
Katanning 131,477
Kent 396,687
Kojonup 247,005
Plantagenet 217,247
Woodanilling 97,941
TOTAL Great Southern 2,480,522
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Grain has contributed the majority of the value of production, at just under $500 million
in 2013 and over $800 million in 2014 (Table 2). It accounts for around one third of the
grain production of the State, depending on yearly fluctuations.

Table 2:

Estimated value of grain sold ($m) from 2012 to 2016 in the
Great Southern Region

Grains 2013 2014 2015
Wheat 291 202 342 327 200
Barley 152 107 214 186 175
Oats 7 9 10 10 20
Canola 172 178 235 229 191
Lupins 4.5 1.2 12.5 7.6 2.0
Field peas 0.8 0.3 0.5 0.4 -
LTALSYE 627 498 815 760 588

Livestock is the next biggest contributor to the gross value of primary production

(Table 3). In the 2016 calendar year the livestock disposals were estimated at just
under $200 million for the region. Cattle disposals were 38 per cent of the total
compared to sheep which were 62 per cent. Goat sales were a very small proportion

of the total.

Table 3:

Local Government Area

Estimated value of livestock sold ($ 000’s) 2016 in the
Great Southern Region

(LGA) Beef ('000) Sheep ('000)
Albany 25,786 140,814
Broomehill - Tambellup 245 87,959
Cranbrook 1,028 103,289
Denmark 8,945 11,106
Gnowangerup 12,604 95,856
Jerramungup 4,573 112,000
Katanning 227 51,837
Kent 314 60,404
Kojonup 3,425 277,521
Plantagenet 13,317 192,219
Woodanilling 738 32,678
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Intensive industries are a much smaller component of the agrifood economy of the
region (Table 4). Wine grape production is one of the largest sectors of the region with
an estimated value of over $30 million dollars. Data presently available indicate that
there are over 3500 ha of vineyards planted, mainly in the Plantagenet and Cranbrook
LGAs.

Table 4: Estimated area of intensive enterprises in the Great Southern Region
Tree crops 123
Olives 152
Berries 38
Vegetables 158
Potatoes 383
Wine 3,817
Vineyard in transition 471
Beef feedlot 223
Sheep feedlot 231
Chickens 27
Pigs 392
Aquaculture 286
Marron 43
TOTAL intensive production area 6.344
Great Southern ’
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The gross value of wild caught fish during the five years up to 2015 varied between
$4.4 million and $6.2 million (Table 5). The pilchard catch is the most valuable of all
species ($1.2m - $1.6m annually) whilst abalone is the second most valuable
(between $450,000 and $650,000 annually).

The value of Australian salmon is most often below $100,000, despite there currently
being no catch quotas or other restrictions on the volume caught.

Table 5: Estimated value ($ 000’s) of catch of different species landed in ports in
the Great Southern Region

Species/species group 2010-1 2011-2 2012-3 2013-4 2014-5

Crab, others 271 284 293 366 551
Crab, sand (blue manna) 67 86 258 188 256
Australian herring 45 140 183 118 49
Australian salmon 41 96 78 128 76
Breams 287 359 354 320 286
Cobbler 372 306 256 268 235
Mackerel, scaly 0 0 1 1 0
Pilchard 1543 2297 1716 1159 1186
Pink snapper 82 139 96 82 105
Rockcods 105 136 157 61 115
Sea mullet 60 94 81 69 55
arl\f;rlg,l)bronze whaler 74 141 82 63 28
Shark, fins (deemed) 55 54 50 35 25
Shark, gummy 114 222 176 151 117
Shark, others 136 161 114 132 75
Tuna 0 1 4 0 1
WA jewfish (dhufish) 21 19 9 22 15
Whitings 95 152 130 165 307
Yelloweye mullet 3 4 2 5 6
Other fish 288 789 754 648 579
Abalone 637 439 618 566 344
Octopus 0 3 6 3 2
Squid 55 210 270 232 211
Other 0 1 1 3 1
Rock lobster, southern 69 33 75 12 20
g?;;t\ggﬁ't‘;ir(fooo) 4420 6166 5690| 4,802| 4,645
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Survey results

Survey returns

The total number of respondents to the survey was over 300. Of these around 90 were
considered invalid. A small number of these invalid surveys were excluded because
their business was situated outside the region, whilst the majority did not complete the
survey sufficiently to provide useful information.

Table 6 shows the number of respondents and the percentage of the total number by
each local government area. The majority of respondents were from the southern
LGAs of Denmark, Plantagenet and Albany. This is broadly in line with the distribution
of businesses between LGAs of the region. Broomehill-Tambellup, Kojonup and
Katanning shires were the only anomalies with the proportion of respondents being
around half of their share of businesses in the region.

Table 6: Total number of respondents and the percentage from each
Local Government Area (LGA) and the proportion of the total number
of businesses residing in each LGA

Local Government

Area Respondents Total businesses

(LGA) Proportion (%) Proportion (%)
Albany 42 22 28
Broomehill - Tambellup 7 4 10
Cranbrook 14 7 6
Denmark 21 11 9
Gnowangerup 12 6 6
Jerramungup 15 8 5
Katanning 2 1 6
Kent 15 8 4
Kojonup 13 7 13
Plantagenet 35 19 16
Woodanilling 6 3 2
TOTAL Great Southern 188

14



Survey responses

The survey responses were collated to generate a series of pie and bar graph
analyses.

The proportion of respondents engaged in different production enterprises are shown
in Figure 1. This too is broadly in line with the distribution of farm types in the region,
with around half engaged in animal production of some type and a significant
proportion growing grain. Five percent of the respondents had no primary production,
but engaged in value adding.

Value adding only

Aquaculture Honey

Specialty

Fruit

Vegetables

Grain

Livestock

Figure 1: Proportion of respondents engaged in the different production enterprises
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Figure 2 plots the number of food businesses (frequency) against different levels of
total annual turnover. Just over 30 respondents did not provide data for business
turnover. Of the 181 that provided this information, almost half had an annual turnover
of less than $500,000. The next largest group of just under 40 businesses generated
an annual turnover $1-2 million, whereas only nine businesses in the Great Southern
that responded to the survey have an annual turnover of over $5 million.

The difference between the distribution of respondents with grain and livestock farms
compared to respondents that are engaged in intensive production is shown in Figure
2. The most frequently reported turnover for grain and livestock farms was $1-2
million, which was the income range of 33 respondents. Only five respondents with
businesses other than grain and livestock reported an income range of $1-2 million,
whereas 75 respondents reported incomes of less than $500,000. This compares with
12 respondents with broadacre farms reporting less than $500,000.

80

60

= Grain and livestock ® Intensive

Number of responants

NA <$500,000 $0.5-1m $1-2m $2-5m >%$5m

Figure 2: Frequency of different levels of business turnover for respondents

16



Figure 3 shows the businesses ownership structure. The majority are locally owned,
either owner operator or partnerships. Less than 10 per cent are registered companies
and less than 5 per cent have an owner or one or more partners living outside the
region. Only one business has international ownership.

Corporate

One partner outside
region

Local Partnership Owner operator

Owner oversea

Owner outside region

Figure 3: Ownership of businesses
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The number of employees, for each business size, are shown in Figures 4 to 7. Figure
4 shows the proportion of different size businesses employing full time permanent
staff. Over 80 per cent of respondents with a turnover of less than $500,000 employed
no full time staff. Of those that do have full time employees, none have any more than
2 staff. In contrast, the majority of the largest businesses (>$5m turnover) surveyed
have at least 5 full time staff.

As expected the number of full time employees is dependent on the annual turnover.
Respondents with a turnover of $2-5m employ up to 10 full time staff whereas the
maximum number for businesses with $1-2m turnover employee up to 7 people.
Respondents with an annual turnover of $0.5-1 m have a maximum of 3-4 employees.
(Figure 4).

Figure 5 shows the number of part time staff employed by each size of business. The
figure shows that the large majority of businesses of all sizes employ no part-time
staff. A significant proportion of businesses employ 1-2 part-time staff, while very few
employ more than two. Only businesses with a turnover of more than $5 million
employ more than 4 part-time staff.

The number of casual staff employed by each size of business is shown in Figure 6.
The pattern of employment is broadly similar to that of part time staff (Figure 5). The
main difference being that a smaller proportion of businesses employ no casual staff
and a very small proportion employ greater than four casual staff.

The proportion of respondents employing seasonal workers contrasts with that for part
time and casual employment (Figure 7). A greater percentage of businesses employ
seasonal staff and numbers employed is also higher. A small percentage of all sizes of
business employ eight or more seasonal workers.
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Figure 4: Number of full time employees versus annual turnover
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Figure 5: Number of casual employees versus annual turnover
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The percentage of each business category that undertakes some kind of value
adding is displayed in Figure 8. The survey results show that the percentage of
respondents that are value adding and engaged in extensive production is much
lower compared to those involved in intensive production. The business categories
with the highest percentage of respondents engaged in value adding are fruit and
specialty crops, at well over 70 per cent. Over 70 per cent of honey producers and
64 per cent of vegetable producers that responded to the survey also add value to
their products prior to sale.

80%

70%

60%

50%

40%

30%

20%

10% I I

B

% of Respondants

in
it

Gra
Livestock
Vegetable

Fru
Specialty
Aquaculture
Honey

Production type

Figure 8: Proportion of different farm types engaged in value adding
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Figure 9 shows the relationship between the size of business and the percentage of
respondents engaged in some form of value adding. Almost 50 per cent of
respondents with a turnover of less than $500,000 added value to their products
prior to sale. However, less than 20 per cent of businesses with a higher turnover
undertake any form of value adding. Interestingly the percentage of respondents
engaged in value adding that provided no information about turnover was around 25
per cent.

The results also show that the most common form of value adding was packaging,
where transforming the product by, for example, cooking or fermenting was the least
common.

30%

25% B Packaging

> B Processing

&

% 20% B Transformation

o

<

[S)

©

(0]

£

»n 15%

1S

©

©

oy

o

oy

9 10%

bS]

xR

5% I
0% I IL
<$500,000 $0.5-1m $1-2m $2-5m >$5m
Annual business turnover

Figure 9: Percentage of respondents undertaking value adding for each size of

business, where business size is based on annual turnover.
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Figure 10 shows the proportion of respondents purchasing local inputs for value
adding. Over half purchased no local inputs, where around 20 per cent purchased
most of their inputs from local farmers.

local input

local

inputs No local inputs

local inputs

Figure 10: Purchase local food inputs for value adding

Figure 11 shows that 57 per cent of respondents have identified and are interested in
pursuing opportunities for growing their business.

No opportunity

There are
opportunities

Not part of
business plan

Figure 11: Percentage of respondents identifying opportunities for business growth
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Financial risk and the cost of production inputs are the two factors identified most
frequently as impeding the development of business amongst the respondents to the
survey (Figure 12). Forty seven percent of respondents believed financial risk was a
constraint, whilst 36 per cent thought that input costs were a problem.

Production risk (32 per cent) and availability of capital (31 per cent) were reported as
constraints by a large number of respondents.

A number of factors were reported by between 20-30 per cent of respondents,
including government regulation, cost of labour, internet speed, lack of on farm
infrastructure and labour availability.
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Figure 12:  Percentage of respondents identifying specific factors that constrain
the growth of their business

Cooperation between businesses and tax were reported by very few respondents as
constraints to business development.
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Strategy for business growth

Increasing output was the most frequently reported means for planning business
growth (28 per cent of respondents). The majority of the other mechanisms for
business growth involved increased prices for product, or at least the possibility of
improved prices.

Improving quality, niche products and higher value products are likely to lead directly
to higher per unit prices. Thirty four percent of respondents reported growth could be
achieved by production of higher value products, niche products and/or improving
quality. Only eight percent considered focussing on growing for the export market.

Other

Growing for export
Increasing output

Expanding local
demand

Improving quality &

price Diversifying

Niche products Higher value products

Figure 13:  Percentage of respondents identifying different approaches to future
growth for their business
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Discussion

The response rate to the survey was around 10 per cent. Two hundred and twelve
businesses were surveyed and it is estimated there are around 2000 businesses
involved on food production in the Great Southern. Just over 100 respondents
commenced the survey but provided no information that could be used in this report.
This response rate is around that expected for surveys aimed at an audience that is
external to the organisation(s) undertaking the work.

Most of the invalid responses provided no information past Question 4, which asked
about the size of the farm business. Whilst it is understandable that business owners
may not wish to reveal business turnover, this was one of the few non-compulsory
guestions. Thirty one respondents that completed the survey skipped Question 4 and
continued (Figure 2). However the large majority of respondents that skipped
Question 4 did not complete the survey.

Of the valid respondents, 45 were interviewed while the remainder completed the
survey on the Survey Monkey website.

A cross section of businesses that responded to and completed the survey (Figure
1), which appears to be broadly consistent with the proportion of businesses in the
region that are engaged in different parts of the agrifood sector. It is important to
note that many businesses are engaged in more than one industry. For example,
most grain farmers in the region would also carry livestock. There is also overlap in
other areas such as fruit and vegetables. Often honey producers also produce other
types food.

A majority of farmers in the regions are involved in grain and livestock production
(Figure 1). These industries cover more than 99 per cent (Tables 2 & 4) of the
agricultural area of the region and generate over 90 per cent (estimated) of gross
agricultural income.

Fruit production and processing are the next two largest, with the wine production
being a major component of the horticultural industry. Production of many types of
fruit has declined over time, with many farmers removing pome and stone fruit trees
due to a decline in profitability, primarily as a result of declining prices. However, one
area of strength appears to be in berry production, specifically strawberries and
blueberries. Some businesses have reported an interest in continued expansion to
utilise current packing capacity and diversify production.

Figure 2 shows the distribution of total farm turnover for the respondents completing
the survey. Of the 212 in total who completed the survey, 87 had annual turnover
below $500,000, while 70 reported a turnover of over $1 million.

This result is noteworthy because evidence shows a large proportion of farm
businesses with turnover of less than $500,000 are unprofitable (according to criteria
used by the Australian Bureau of Agricultural and Resource Economics). Research
conducted on the profitability of farm businesses in Australia (Lagura and Ronan,
2009) stated that for many of these small farm businesses there was no prospect of
improving profitability. This may have implications for policy and how government
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might facilitate expansion of the agrifood sector of the region. Anecdotally there are a
large number of businesses with less than $500,000 turnover that were established
well over 10 years ago and yet plan to continue in the industry.

Business ownership is predominately local, with very few owners from outside the
region and only one residing overseas.

The proportion of corporate farms was smaller than anticipated (registered
company), although some of the respondents that reported their business structure
was a partnership commented that the partnership was between companies or
trusts.

Labour employed

There are large differences between the numbers of employees of businesses of
different sizes (Figure 4-7). These results are intuitive with the larger businesses
more likely to employ a greater number of staff. Despite these differences a
consistent pattern exists between businesses. Businesses in the region involved in
food production and processing were more likely to employ permanent and seasonal
staff, and less likely to employ casual and part-time staff.

A common perception of the labour market in agriculture is that there is a high
demand for a flexible workforce that can be employed on a casual or seasonal basis
and a much lower need for a permanent workforce. However a large proportion of
businesses of all sizes do not employ seasonal or casual staff. There is in fact a
similar proportion hiring permanent staff as there is hiring seasonal staff. Additionally
the number of staff employed is significantly higher, compared to numbers of
seasonal staff employed.

An inference from these results, therefore, is that growth in the agrifood economy will
depend on development of a reliable permanent workforce, whilst also ensuring that
seasonal workers can continue to be attracted to the region.

Constraints to business growth

Fifty seven percent of respondents to the survey reported that there were
opportunities for business growth in the region. Of those, a high proportion reported
that financial risk (47 per cent) and input costs (36 per cent) were impediments to
business growth. Production risk (32 per cent) and availability of capital (31 per cent)
were also perceived by a significant proportion of business owners as limiting the
potential for growth.

Traditionally these have been considered important constraints to business
development, however there has been a shift in focus away from these by supporting
agencies Australia wide. Production risk and inputs costs have typically been the
focus of attention by many research organisations, such as the Grains Research and
Development Corporation, Meat and Livestock Australia and CSIRO, yet government
funding is being directed away from this type of support.
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Much of the focus has shifted to ensuring access to market and facilitating
cooperation between businesses. However these have been reported by only a
small proportion of businesses as impeding development of their businesses.

Market access of small businesses

The cost of marketing was indirectly highlighted as an issue by a small number of
respondents when interviewed. Identifying buyers for fruit and vegetables could be
achieved with relative ease, however the logistics of delivering products at low cost
is more challenging. Whilst the region is well serviced by transport companies, the
points of delivery are frequently not convenient for the purchaser, or result in
additional high costs. For example, products from the region can be delivered to a
floor in Canningvale Markets. There is no shortage of agents willing to buy the fruit
and vegetables from the region. However this would incur a commission in the order
of 15 per cent, or in some cases a handling charge, which adds significant cost,
especially to small growers which require a premium price to ensure economic
viability. Moreover, small growers that send small consignments typically do not
receive the sufficient attention from the agent to ensure product is cleared at a
reasonable price.

There is interest in direct selling by a cohort of producers, a number of which grow
certified organic fruit and vegetables. Keeping direct selling costs low enough to
maintain margins can be problematic. One respondent suggested leasing a
warehouse at the Canningvale market to avoid going through the market floor, thus
not incurring agent’s fees. Such an arrangement has been adopted by the Southern
Forest Food Council.

For such an arrangement to be economically viable, a strong cooperative would
need to be established to ensure the volume of produce was sufficient to defray
operating costs of the warehouse, which is in the order of $5000 per month for the
lease, and salary of a warehouse manager in additional to the purchase costs of a
cool room and operating capital.

Another important consideration is the transaction costs of collaboration. Formal
structures are likely to be required which would necessitate legal input, as well as
agreement between collaborators or members. Negotiations with members would be
time consuming. This would be in addition to on-going oversight of the business.

Labour input

Cost of labour was reported as having a significant impact on the business by 25 per
cent of respondents, similar to lack of available infrastructure, whilst the lack of
availability of labour was only considered important by 23 per cent. A number of
respondents emphasised that poor availability was only relevant to trained capable
staff. Some reported that labour was easy to attract, but finding people capable of
completing set tasks to an appropriate standard (and efficiency) was more difficult.
Respondents that reported difficulty in attracting labour were typically remote from a
regional centre.
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Government regulation

Government regulation was only considered a significant constraint by 25 per cent of
respondents. This is likely to be a reflection on the number of respondents that are
actively planning to expand their businesses. An important element of the responses
of people interviewed was the strength of feeling conveyed about the role of
government and government authorities and applying/enforcing regulations. A
number of respondents reported difficulties in dealing with local government;
specifically in frustrating efforts to develop businesses.

Comparisons were made between different jurisdictions about the relative ease of
gaining approval for developing and conducting business. The issues raised were
not particularly focussed on the rules enforced but rather the differences in culture
between local government jurisdictions and the ease with which businesses can
navigate the requirements of authorities. One suggestion was to appoint a facilitator
to assist in the process of ensuring businesses are compliant with relevant
regulations.

Other

Twenty two percent of respondents list ‘Other’ constraints to business growth. These
included insufficient time of business owner and family, lack of suitable land at an
appropriate price and health issues. Some respondents also outlined specific
production issues such as a lack of plant varieties suitable for local conditions.

Strategies for business growth

Increasing output versus prices

Strategies for business growth shown in Figure 13 can be broadly classified into
output focussed and price focussed. This shows an apparent disparity between the
numbers of producers who are interested in focussing on increasing output (28 per
cent) and those interested in improving prices (15 per cent). This discrepancy is not
apparent when the strategies are categorised into output focussed and price
focussed activities. Growing for export and diversification of products (arguably) are
strategies for increasing sales volume. The literature on strategic planning states that
diversification is the process of developing new products for new markets. Whilst it
may result in higher per unit prices the focus in on improving profit through
increasing sales volumes.

Diversification in agriculture, however, is viewed as a strategy for reducing risk by
reducing the impact of price changes (particularly price decreases) of one of these
products on gross income. Diversification may also increase production by; providing
a means to improve the management of diseases and weeds, and increasing the
product range of a business to increase their share of their existing market.

Another strategy for future growth (Figure 13) relates to product pricing. Expanding
local demand is seemingly output focussed, but part of the motivation is often to
realise a higher price for the produce by retailing rather than wholesaling.

28



In the event that product is sold wholesale to local retailers a higher net price is often
still achieved compared with alternative marketing options because of the decrease
in transport and handling costs. Of the other strategies growing high value or niche
products are both price focussed.

Forty six percent of respondents identified price focussed strategies as a means of
growing their business, while 48 per cent identified output base strategies. Few
respondents indicated that the strategy for growth was to value add to their product.

Growing for export

Of the 8 per cent of respondents that reported their strategy for growth was to
expand the volume of exports, the large majority were livestock producers. Only
three businesses that were engaged in value adding reported this as an option; a
cheese maker, a wine maker and a processor. Interestingly no organic farmers
interviewed indicated that exporting was a potential strategy for growth.

Two issues were evident in the organic and biodynamic sector. Firstly increasing the
scale of these businesses is difficult, given the nature of the production systems and
secondly there is a shortfall of supply of these products in the domestic market.
Indeed a range of organic products are imported to fill the gaps in supply of
Australian product.

Increasing area of land

Many respondents running broad acre farms reported an interest in expanding
production, by increasing output. The main strategy to achieve this was through land
purchase. This result is consistent with the trends in broad acre farming. Farmers are
faced with long term decline in profitability and real prices decrease while costs
increase. This drives the need for continuing improvements in efficiency which is
achieved in part by increasing the scale of production.

As essential as this strategy is for the continued viability of farming, it does not add
significantly to the value of output and therefore contributes very little to the broad
objective of expanding the agrifood economy in the region. To achieve this
expansion there will need to be a substantial increase in the value of output through
the production of high value products or value adding

Cooperation between businesses

A small proportion of respondents reported that collaboration between businesses
may assist in business development. The main area highlighted was in cooperative
marketing. There are a number of examples outside the region that have been very
successful including the Sweeter Banana Company and The Southern Forest
Alliance. Anecdotally, the successes have depended upon the presence of a strong
personality to guide the group through its establishment phase and also a level of
financial support from government.
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Establishment of marketing cooperatives in the Great Southern has been less
successful. In at least one instance, establishing and applying an appropriate system
of Quality Assurance, to ensure consistent quality of produce, proved to be too
challenging. Financial issues adversely affected the viability of two others.

One respondent reported that success of collaborative marketing depended on a
strong commitment from members. In this case attempts to attract a premium by
producing a consistent supply of high quality products were derailed by individuals
selling to other buyers, creating a shortfall at particular times.

One of the constraints that needs to be addressed in any collaboration is the
transaction cost, both of establishment and ongoing maintenance of the business
structure and relationships between members. Cooperatives have been suggested
by smaller businesses as a means of overcoming issues of small scale. One model
would involve the sharing of equipment and/or labour, to defray the cost of
technology or the inability to attract part-time or casual labour. However the
perceived gains of this approach are often insufficient to make establishment of
cooperatives a priority.

Potential areas of growth

The survey responses provided some insight into areas of potential growth.
However, it needs to be emphasised that these are simply opinions of respondents
and the ideas are not necessarily based on sound investment analysis. Nor is the list
of potential areas of growth exhaustive.

Five key areas in which there was strong interest in development were identified.
Dairy

There are presently 12 conventional dairy farmers in the Great Southern. These
have approximately 5000 milking cows and transport over 22 million litres of milk
annually to the south west and the metro area for processing. A handful of smaller
dairy farms focus on producing speciality milks and milk production, primarily for sale
locally and in Western Australia.

The majority of the industry is situated in the south west of the State, where land
values are increasing at a great rate compared to the Great Southern, and where the
growing season for pasture is shorter. Together with higher rainfall and milder
temperatures in summer lower input costs could provide incentive for south west
farms to relocate. Should sufficient numbers relocate to the Great Southern then
investment in a processing plant may become viable.

Industry experts suggest that whilst there has been a downturn in the demand for
Australian dairy products internationally, this is part of a normal cycle and that
demand will improve over the next 5 years or more.
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Brewing and distilling

A number of small businesses involved in production of alcoholic beverages have
been established in recent times and have demonstrated rapid growth. Some are
strongly focussed on using local inputs where possible and have medium term plans
to increase volumes of production for export. The presence of these businesses is
likely to improve the appeal of the region as a destination for tourists.

Aquaculture

Aquaculture is a small sector of the regional economy but there is strong interest in
expansion. The Department of Fisheries is in the process of establishing an
aquaculture precinct whilst oyster (particularly pearl oysters) and mussel producers
are looking to expand. There is also strong interest in the development of an oyster
hatchery, which would distribute product Australia wide.

Fruit and berry production

Whilst the fruit sector has declined over the past decades a number of small
businesses have developed production and packing systems for berries. The
strawberry industry is a significant contributor to the local economy.

There is possibly a comparative advantage provided by the climate. Blueberries are
presently grown ‘out-of-season’ compared with other regions, providing an
opportunity for scaling up production. There is also a growing demand for blueberries
in Asia and our proximity to this market may provide an advantage through lower
transport costs.

Salmon processing

Australian salmon has been identified as part of the survey interviews as an under-
utilised resource from the region. It migrates along the south coast seasonally and is
typically caught with nets in shallow waters close to the beach. Whilst licences are
required to catch the salmon commercially there are presently no quotas applied.

If processed promptly the eating quality of the fish is good, particularly when eaten
fresh or smoked. There has been some interest is establishing a processing plant in
the region, however a perceived barrier is the reluctance of the Department of
Fisheries to guarantee a certain volume of fish annually. Such guarantees cannot be
provided given the uncertain nature of population dynamics, but there are presently
no plans to establish a quota in the future.

On face value there may be scope, with some product development and promaotion,
to improve the value of a much underutilised (and under-valued) resource that is
likely to result in a positive benefit to the regional economy.
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Conclusion

Agrifood businesses that responded to the survey respondents were predominantly
from mixed crop and livestock enterprises with an annual turnover of between $1-2
million. They typically do not undertake any value adding processes and employ few
staff. Such businesses that have identified opportunities to expand are focussed on
increasing the area of land to expand output.

A proportion of the agrifood businesses surveyed in the Great Southern undertake
some form of value adding of their products before sale. Around half of these
businesses purchase local inputs for the value adding process.

The majority of businesses that undertake value adding are small, with annual turn-
over of less than $500,000, and are typically engaged in more intensive sectors of
the industry, such as vegetable and fruit production.

Most businesses surveyed have identified opportunities for expansion. Only a small
percentage of businesses stated an interest in producing for the export market to
expand their businesses.

Factors that were most frequently identified constraining the growth of the business
in the region included: financial risk, the cost of inputs, production risk and the
availability of capital. Each of these were identified by more than 30 per cent of
respondents. Access to markets, cooperation between businesses and tax were
identified as constraints by less than 15 per cent of respondents. Government
regulation was identified by less than 25 per cent of respondents. However, those
who did identify this as a factor saw it as very important and that rather than the
regulations being a constraint per se, it was the administration of the regulations.

Labour availability was identified by around 25 per cent of businesses as a
constraint; in particular the availability of appropriately skilled labour.

A number of potential areas of growth in the agrifood sector were identified from the
survey and interviews undertaken.

Preliminary analysis indicated that there may be a comparative advantage for dairy
and berry production in the region, primarily because of the length and timing of the
growing season. The cost of land in the Great Southern compared with the South
West of the state was also mooted as a possible advantage.

There is a small but rapidly growing brewing sector of the industry with a strong
interest in exports. Such an industry is likely to be useful in promoting tourism in the
region.

Other areas of potential growth include salmon processing and aquaculture.
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Appendix 1

Survey questions

1. Do you own or manage a business engaged in commercial food production in the
Great Southern?

2. Which option best describes the ownership of the business?
[ owner operator
[ owner living outside the region
[ owner living outside Australia
] Partnership - all partners living locally
[] one or more partners living outside the region
[ 1 one or more partners living outside Australia
[] Corporate

3. Location of business
Shire
Locality
Locality(s) of other properties

4. Size and scale of business
[1<$500,000
[ 1$0.5 - 1 million
[1$1 - 2 million
[1$2 - 5 million
[1$5 million

4. Which option best describes the size of your business?

[] Total arable area (ha)

[] Crop area (ha)

[ ] Pasture area (ha)

[ other (please specify activity and appropriate units)

5. What is the scale of production?

6. How many permanent people do you employ?
Full time
Part time
Volunteer

7. How many casual workers do you employ?

8. How many seasonal workers do you employ?
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10.

11.

12.

13.

14.

15.

16.

17.

. Is your farm engaged in grain production?

Do you produce livestock for sale?

Do you produce salad or vegetables for sale?

Do you produce fruit, berries, or nuts for sale?

Do you produce specialty crops (e.g. bush food, truffles) for sale?
Are you engaged in aquaculture?

Are you engaged in honey production?

What grain crops do you produce?
Specify the proportion of farm turnover (<30%, 30-60%, 60-100%)

[1wheat hard

[]wheat noodle

[ ] wheat other (premium,
[] standard, soft)

[ ] wheat feed

] Barley malting

[] Barley feed

[ ] oats milling

[ oats feed

[1pulses

[1canola

[ other (see below)

[ other (specify crop types and scale)

What livestock do you produce?
Specify the proportion of farm turnover (<30%, 30-60%, 60-100%)

[ cattle beef

[ cattle milk

[ cattle feedlot

[] Sheep wool

[] Sheep meat

[] Sheep milk

[] Sheep feedlot

[] Poultry meat

[] Poultry eggs

[] Pigs

[ other (see below)
[ other (please specify livestock type and scale)
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18. What vegetable and salad crops do you produce?
Specify the proportion of farm turnover (<10%, 10-20%, 20-40%, 40-100%)

[] Asian vegetables [ Lettuce

[] Asparagus [ onions

[ Beans [] Parsnips

[ Beetroot [ Potato

[ Broceoli ] Pumpkin

[] Cabbage [ silverbeet

] Capsicum [] swedes and Turnips
[ carrots [ ] sweet corn

(1 Fennel [ Tomato

[ Garlic [ Zucchini and squash
[1 Jer. Artichoke [ other

[1Kale [ other (please specify crop
[ ]Leeks type and scale)

19. What fruit, nuts or berries do you produce?
Specify the proportion of farm turnover (<10%, 10-20%, 20-40%, 40-100%)

[] Apple ] Orange, mandarin

[] Apricot, plum [] passionfruit

[ Avocado [] pear/Nashi

[] Grapes (wine) [ Persimmon

[] Grapes (table) [] Raspberry, blueberry

[] Lime, lemon [] Strawberry

[ Melons [ other (specify below)

[] Peach, nectarine [ ] other (please specify crop
[ Nuts type and scale)

[ olive

20. What specialty crops do you produce?
Specify the proportion of farm turnover (<10%, 10-20%, 20-40%, 40-100%)

[ Bush food

[ ] Mushrooms

[ Truffles

[ Herbs

[ other (See below)

[ other (please specify crop type and scale)
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21. What aquaculture species do you produce?
Specify the proportion of farm turnover (<30%, 30-60%, 60-100%)

[1Bream

[ Trout

[] Oysters

[ Mussels

[] Gilgies

[] Marron

[ vabbies

[ other

[ other (please specify species and scale)

22. How many bee hives do you manage?
Within the Great Southern region
Outside the Great Southern region

What is the value of honey to your business?
Specify the proportion of farm turnover (<30%, 30-60%, 60-100%)

23. Where do you sell your produce?
Specify the proportion of farm turnover (<30%, 30-60%, 60-100%) for each market
Local (within 200 km)
Western Australia
Australia
Export

24. Are you part of any quality assurance schemes?

25. Are you part of an accreditation scheme?
[ None
[] Organic
[] Biodynamic

26. Are you export ready?
[1ves (export accredited)
[] Working towards export accreditation

[INo

27. Do you value add to your product prior to sale?
[1No value adding
L] Packaging
[] Processing (eg cutting, shelling, crushing, bottling, etc)
[] Transformation (eg steaming, cooking, fermenting, malting)
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28. Do you purchase food inputs from local producers * to value add?

[1No local inputs

[1<30 per cent of inputs
[130-60 per cent of total inputs
[160-100 per cent of total inputs

Are there factors that limit the quantity of locally sourced food inputs for value adding?

[ 1 Don't need to source any food inputs off-farm
[1To0 expensive

[ Low quality

[ Insufficient quantity available

] Suppliers not interested

[ Effort required to engage local suppliers

[ inconsistent supply

[ Not available

[ ] other (Please specify in comments box)

29. Are there opportunities to expand your business?

[INo opportunity
[ Not part of business plan
[ There are opportunities | am interested in pursuing

| am interested /actively pursuing opportunities to expand my business through:

[] Increasing output

[] Diversifying produce range

[] Focusing on higher value products

[] Growing for niche markets for premium products
[] Improving quality (and price)

[] Expanding local demand for my products

[] Growing products for export

[ other (Please specify)
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30. What factors limit your capacity to expand your output?

[ Desire to expand

[ Market access

[ Price risk

[ 1 Financial risk

(1 Production risk

[1 Lack of infrastructure

[] Cooperation between businesses
[] Input costs

] Transport and marketing logisitics
[1internet speed or access

[ ] Labour availability

[1 Labour cost

[ water availability

[] capital availability

[ Tax

[] Government regulation

[ ] other (Please specify)

If these factors were no longer limiting, how would you expand your business?

Extra information

[ 1would you like to enter the draw for the chance to win an iPad or cash
equivalent?

[ 170 enter the draw for an iPad or cash equivalent please enter contact details.
Name
Address
City/Town
Email Address
Phone Number

[y give my permission for my contact details and product information to be
included on a product register be provided to interested buyers (Only NAME,
CONTACT DETAILS and Type of PRODUCT sold will be supplied)

[ give my permission for my product information and contact details to be
included in regional food trail and agri-tourism promotion

[ 11 would like a copy of the report at the completion of the project

38



