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THE VALUE CHAIN FOR MEAT AND LIVESTOCK PRODUCTS 
SUMMARY 

THE VALUE CHAIN: A SUMMARY OF THE I\10DEL AND 
ITS RESULTS 

1. INTRODUCTION 

(vi) 

This report describes an update of the value chain model of the Au:malian Meat and Livestock 

Industry. The model, originally developed for use in the Meat Reseach Corporati'on's (MRC's) 

Research and Development Investment Study (RADIS), is a detai led physical and financial 

description of meat and livestock production, processing and retailing. Following completion of 

the RADIS study, the value chain has and will be regularly updated for the benefit of those in the 
industry who demand a detailed understanding of:-

• how their part of the industry interrelates with all other parts of the industry; 

• the level of costs cmd in~omes throughout the industry; and 

~ the contribution of -.':ach part of the industry to tot:ll industry output. 

Tl),is update of the model is based on industry data for the period 19) 1I92 to 1993/94. Three 

years data have been averaged so that the model is more indicati';e oft'1e general situation rather 
than a brief glimpse of the indusLy' at a specific time. 

2. THE VALUE CHAIN MODEL 

2.1 WHAT IS THE VALUE CHAIN AND WHAT DOES IT SHOW? 

The value chain is a computeris,:!d model which has been con~ tructed to illustrate the product 

and money (i.e. financial) flow!; which occur throughout the '\ustrclian Meat and Livestock 

Industry. It provides an overview of the industry and the lin.J.:ages hetv/een the industry and 
other parts of the Australian ecor·,omy, including consumers of meat and li'/estock. 

The value chain specifies produd-related information for each sector of the industry including 

farms, feedlots, abattoirs, tanneril.:s. wholesalers. retailers and '~xport-~rs. The type of procluct
related infom1ation includes:-

the stage of prod;.Ict conversion or transformation front lj','e animal to meat and 
meat by-products .. 

the nature and q:j;.mtitj of products (i.e. raw lTiateria:s) brought forward from 
previous stage(s) ·)fprocessing; 

materials and sef"i'.::es brought into the chain fron outside '[he industry; and 

A .-\.-\C~IINTER;'iATIONAl. 
D!::,.IVERlnc; PRAC.TICAL SOl.tlTJO,""S 



f. 
'" : 
\.' 

I "-

I 
I 
1-
fl 
I 
I 
I 
I~ 

-, 

., 

I 
I 
I -.-

~~ 

I 
-

I 
I 
I 
I 
I 
I 

THE VALUE CHAIN FOR ME.(T Al'\D LIVESTOCK PRODUCTS 
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(vii) 

• the nature and quantity of products which progress to the next stage of 
processing, or to consumers. 

Each physical input or ·;utpll1. is linked directly to a price. Therefore, the model also specifies 
financial information for each sector in the industry, incIudinf,:-

• the valuf of products brought forward from previous processing stage(s); 

• the cost of mat<~rials and services purchased from outside the chain; 
• income c:ccruilig at each stage from sales of pm ducts; 

• transpoli, storage and handling costs incurred in moving product between 
processing stages; and 

• the dif:tt:rence between total income earned and the total cost of inputs 
purchase-d, \vh:ch is equivalent to operating ~·rofit or, in economic tenns, value 
added. 

The calculation of valu~ added gives the value chain its name. For the purposes of this study 

value added has been c!cfinec as the difference between total income and the total cost of all 
inputs (materials and se~vices:, used in production. Thus, vabe added can also be considered as 

~ anri'ual operating pI :)fit. The sum of all value added 'J)' all production units within an 
industry equals the totd indl.stry net income (net of :,:osh). Similarly. the sum of all value 

added by the produc tior' units \vithin a nation equals the total net income of that nation which is 

referred to as Gross DOlJ1estic Product (GOP). The value cha;n therefore shows the contribution 
of production, procc'ssil:g and retailing activities to Meat and Livestock Industry income. Total 
Meat and Livestoc;, IJ1dustr~' value added divided cy A L;stralia's Gross Domestic Product 
reflects the contribUTion oftht industry to the Australian econ.Jmy. 

Despite the detailed inlOnmlt· on available from the value l Lain. the model does 110t show the 

effect of changing prod .lction levels on prices, nor dces it i rdicate the effects of price and cost 
changes on production. It is therefore no more than a snap~:hot of the industry and cannot be 
used to forecast the dfe·::ts of ')rice changes or variations in production levels. 

The model is divid{~d into Ctittle and sheep industries, each with eight sectors (farm, feedlot. 
abattoir, other meat pre .r::essir.g, tannelY, wholesale, retail :.lJld export). Most sectors are also 
divided into subsectors. For (xample, the fann sector i~ divided into 15 subsectors which cover 
15 geographic 'regions. For each subs ector, inputs and outp:ts are specified together with their 
prices (see Figure 1). The n:sult is a detailed physical and financial description of the entire 

Meat and Livestock. Industrj. Figure 2 provides a very sir-1.Jlified picture of the value chain. 

Cattle and sheep produl:ers ar~ linked physically and fin~lI1ci;dly to the processors who. in turn, 
are linked physicall:: an:l fina: !cial!y to the retailers. 

A AA(:.\ll;'-;TER:"I .. \T!():"Ii ~-. 
lJELlVERI;'-;C; PRACTICAL SOLUTIOI'!S 
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FIGURE 1 : SECTORS AND COMPONENTS IN THE VALUE CHAIN 
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THE VALUE CHAIN FOR ME, i. T AND LIVESTOCK PRODUCTS 
SUMMARY Ox) 

To make the value chain eas~' to follow, inputs used and pmducts produced are defined in two 
different ways. Inputs :lsed by each sector (i.e. fann, feedlot, etc.) can either be purchased from 
another sector within the industry (e.g. cattle are purchased by feedlots from farms) or they can 
be purchased from "ou:side" the industry (e.g. labour. tran!;port. animal feed. services', interest, 
etc.). Similarly, prod'Jcts from one sector can either be sold to another sector for further 
processing or they can be soid to consumers. The differences between the two types of inputs 
and outputs are shmvn "jrroughout the value chain:-

• Inputs purchased from "outside" the industry are called external inputs. 

• Product:; sold :.0 consumers "outside" the industry are called extc!rnal outputs. 

. For example, in the anllexes 10 this report which reproduce the value chain in full, inputs which 
the abattoir sector pur::hases from fam1s or feedlots (i.e. livestock) fall under the heading of 
inputs from other sectors. However, inputs purchased from "outside" the industry falI under the 
heading of external inpiJts. 

Just as inputs and QutP'lts car. be extemal, so too are the aS30ciated costs or revenues. External 
inputs and outputs are j:urchased from or sold to the extemal environment (i.e. 
b~sineSses/consumers outside the bounds of the Meat and Li"estock Industry). 

The primary purpose 0',' the v3.lue chain is to track the mov:~ment of meat through the industry. 
Hence, although milk, wool. hides and skins are shown as a source of income, they are treated 
as external outputs from the sector in which they are prod'.I.~ed. For example. hides and skins 
are an important somc( of inc ome for abattoirs. and the lllo:}~1 shows that they are purchased by 
the tannery sector and proce:;sed into leather. How·ever. the leather is treated as an cxtell1al 
output from the tanner:' scctcr - as if it was sold directiy from the tannery to consumers outside 
the industry. 

2.2 WHAT ARE THE RESULTS AND WHAT DO THEY MEAN'! 

The value chain produces a lage number of figures (physica~ and financial) related to input and 
product flows, and costs and incomes throughOllt the Mea! :l.nd Livestock Industry. The main 
findings relevant to each industry sector are discussed helow. 

A ,\ .. \01 Ii'lTERN,\TION ~Z----
DEUVERI:"\(; PRACTIC,\LSOLlrrro!':s 
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SUMi''lARY 

2.2.1 The Farm Sector 

What is the Farm Sector? 

(x) 

The farm sect?r in"the value chain covers cattle and sheep production. A.nimals are raised on 
falms and a proportion are consigned either to feedlots or to abattoirs. The farm sector is the 
most diversified of the eight industry sectors in the value chain model. The meat production 
process differs between geographic regions, according to the ba',ance betvveen the beef and dail)l 
cattle populations and between wool and prime Iamb production. To :tHow the model to handle 
this diversity, the farm sector has been disaggregated into 15 su~sectors which cover i 5 
geographic regions. Further disaggregation has occurred to distingui~;h between specialist beef 
production (excluding dairy cattie) and prime sheep production .:exclu.:iing. wool sheep). 

The Farm Sector and the Meat Industry: Links of Importance 

Figure 3 illustrates how the farlil sector is linked into the Meat and I ivestock Industry through 
the sale of animals to the feed let. abattoir and export sectors. in sim;Jlis;:ic tenns, every year a 
proportion of animals from fantl) are sold to feedlots, abattoi"S or hr live export. Costs are 
incurred in raising the animals and income flows back to the farms through the sale of animals, 
nillk and wool. Provided income.) exceed costs, an operating p:ofit is achieved or, in economic 
terms, the farm sector adds value to the animals and their by-produi:ts. The average price of 
sheep and cattle sold from the '\ann sector during the period 1991 /9 2 to 1993/94 is shown in 
Figure 3. 

FIGURE 3 : THE FARM SECTOR AND THE VAL UE CHAIN 
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THE VALUE CHAIN FOR ME ~ T AND LIVESTOCK PRODUCTS 
SUMl'<IARY 

Farm Sector Inputs 

Inputs Purchased from Other Sectors 

The value chain us;:s the ·=arm sector as a starting point. It i.5 based 
on the assumption '~hat an mals are not purchased but are owned by 
farmers in number:; repor:ed by the Australian Bureau of Statistics 
for each region. Therefore, there are no raw material inputs for the 
farm sector An 0PPoltunity cost of $500 million has been placed 
on the cattle herd ,md sh !ep flock based on a long term return to 
investment of five perce·H. The opportunity cos! represents the 
cost of keeping li'testock on farm as opposed to selling them all 
and placing the rece.ipts in an interest bearing investment. 

Inputs Purchased fxternaUy 

In raising livesto(.k, fanners utilise a number of materials and 
services purchase.j outside the Meat and Livestock IllClustry. 
These inputs illcltio1e iten~s such as fertiliser, fodder, labour, wages, 
freight, selling co::ts, she aring and crutching. Costs vary among 
the 15 regions w thin tile value chain, the total anntla I cost of 
rai~ing cattle 3.nd sheep is estimated to be $4.0 billion and $3.2 

billion, respectivel'! (note·these figures do not include 0pp'Jrtunity 
cost). 

Products 

There are fOtlr ma.1or products produced by the farm scctur: cattle, 
sheep, milk and W)ol. 1'viilk and wool are by-products of the Meat 
and Livestock Industry and the value chain asstlmes tha; they are 
sold on to prc.ces::ors, th:reby moving out of the industry aild the 
model. Cattlc and sheep are sold to either feedlots or directly to 
abattoirs for processing. In total. the cattle industry sells $6.4 
billion worth of product:, $2.7 billion of this is milk s~d(~s. The 
sheep industr~i sells $3.0 billion worth of produce and $:?'A billion 
of this is derived from t.1e sale of wool. When factorir:~. Ollt the 
influence of dai~:ing ar-d wool production, sales from siJecialisi 
beef and prime sh:!ep prclduction were $3.5 billion and SO.5 billion 
respectively. 

·(xi) 

KEY POINTS 
TO. 

REMEMBER: 
FARM 

SECTOR 

The farm sector is 
assumed to own 
all animals,'but 

incurs an 
opportunity cost 
of$500 million. 

The cattle 
industnj 

p1lrchases $4.0 
billion worth'of 

inputs annually. 
The sheep 
industnj 

p1lrchases inputs 
valued at $3.2 

billion. 

The cattle 
illdustry 

produces $6.4 
billion worth 'of 

outputs annually 
and the sheep 

industnj 
p1'Oduces $3.0 

billion 'Worth of 
outputs. 
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THE VALUE CHAIN FOR MEAT AND UV~TOCK PRODUcrS 
SUMMARY (xii) 
-------------------------------------------------------------------
Operating ProfitiValue Added 

Subtracting total costs from totC!l income for the farm sector gives &n annual profit (or value 
added) of $2.0 bilI~on for cattle and $(220) million for sheep. Given th;lt total industry value 
added equals $3.0 billion (refer ~)ection 2.3), the cattle farm 3ect0!' contributes 67% and the 
sheep fann sector has a negative contribution of 7.3% respectively, of total industry value 
added. 

2.2.2 The Feedlot Sector 

What is the Feedlot Sector? 

This sector represents the feedlots which form part of the ,\ustraiian Meat and Livestock 
Industry. The growth in this :::ector has been in response te, incre ased domestic consumer 
demand for lot-fed beef and, ntc)re importantly, increased export cbnand from the growing 
markets in the Western Pacific In 1991/92-93/94, the feedbt sec~.or ;>roduced 14% of the 
quantity (in dressed weight term:':) and 16% of the value of Aust'alian 'Jeer 

.. 
The Feedlot Sector and the Meat Industry: Links of Importance 

Figure 4 illustrates how the feediot sector is linked through the purchase of animals from the 
farm sector and through the sale of animals to the abattoir sec:or. Every year a proportion of 
animals sold from the farm sector enter feedlots where they ae fatiened for 'the domestic or 
export markets. The average pr:.c:'! of fattened cattle between J)91/9~ and 1993/94 is shown in 
Figure 4. 

FIGURE 4: THE FE:EDLOT SECTOR AND THE VALUE CHAIN 
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THE VALlIE CHAIN FOR 1\"IE.\T AND LIVESTOCK PRODUCTS 
SUMMARY 

Feedlot Sector Inputs 

Inputs Purchased from Other Sectors 

Feedlots make me of one type of raw material - liVE: 
animals which lre purchased from cattle hreeders 
throughout Austnlia. Feedlots purchase 800,000 cattle 
annually valued C.t $431 million. 

Inputs Purchased Extemally 

The feedlot se::tor ,tiso purchases materials and 
services required to fatten cattle. Materials and service 
costs included ill the 'falue chain cover grains, grain 
processing. roug.1age }'rocessing, veterinary expenses, 
labour and mac!: incry ::osts, repairs and maintenance, 
as well as adll1in:stration and overheads. The total cost 
of materials ill!d services purchased armually i:~ 

estimated to be $246 million . 

Products 

Feedlots prOl!UCC two major products: grain finish . .!d 
cattle for domes~ic and export markets, and manure. 
Manure is sold te, proct:ssors outside the industry and is 
therefore tree-.ted as an external output. Cattle for both 
domestic and eX:Jort IT mkets are sold to domestic a:ld 

export abattoirs. The total annual income is cstimat~d 
to be $730 mi lion, about $9 million 01' which is 
derived from ma,1ure sales. 

Operating Profit/Vabe Added 

(xiii) 

l<EY POINTS"·tO 

RE1VIEMBER:· 
FEEDLOT 

. SECTOR 

Feedlots p1lrchase 
$431 million worth of 

cattle annually. 

In finishing cattle, 
feedlots llse $246 

million worth of 
purchased inputs, 
including grai11. 

Feedlots sell 5721 
million worth of 

cattle to export and 
domestic abattoirs 

. annually. They also 
sell about $9 million 

worth of manure 
outside the Meat and 

Livestock IndllstnJ. .1 

The feedlot sector i3 estimated to earn an ammal operating protit or value added or 
approximately $53 mi. lion. I'he feedlot sector contributes 2% of the total industry value addeu. 

A· A.AGI Ii'\TERNXflOl;,\L [)ELIVERING PRACTICAL SOLliTIOi'.S 
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THE VALUE CHAIN FOR MEAT AND LIVESTOCK PRODUCTS 
SUMMARY 

2.2.3 The Abattoir Sector 

What is the Abattoir Sector? 

" 

(xiv) 

The abattoir sector in the value. ,;hain model represents both don1'e~tic and export abattoirs. 

Most of these abattoirs process both sheep and cattle and a numbe:" abo process pigs. The 

exceptions are the large northern beef export abattoirs and u small number of sheep-only 

abattoirs in southern and Western Australia. The value chain nodel :lses ~eparate estimates of 

the costs and returns for processing sheep and cattle. Sheep and cattle slaughtering are analysed 
as separate activities, even though they are often carried out in the s,ml:! abattoir. 

The Abattoir Sector and the Meat Industry: Links of Importance 

Figure 5 illustrates how the abat::c..ir sector is linked backwards :llfough the purchase of animals 

from the fann and feedlot sectots, and forwards through meat sales 1.0 other industry sectors. 

Abattoirs purchase cattle and s!1t:!ep which they convert into bonehss meat, carcases, offaL 

skinslhides and other by-produc;:s (e.g. dried blood, bone, tallo',v and meat meal). Most of the 

sheepmeat is sold in carcase fOiT,l while beef is primarily sold as bone-in or bone-less cuts. 

E~porf works process meat primarily for export markets, although .:he~f also sell some meat 

domestically. Domestic abattoir:·; are regulated to only sell nleat ip.to the domestic market. 

Figure 5 shows the average mark-up (i.e. difference between purcha~e and sale price of meat) 
and the output price for meat sol:j from domestic and export abattoirs . 

FIGURE 5 : THE ABATTOIR SECTOR AND THE VALUE CHAIN 
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THE VALUE CHAIN FOR MEAT AND LIVESTOCK PRODUCTS 
SUMMARY 

Abattoir Sector Inputs 

Inputs Purchased ii-om ('ther Sectors 

Raw materials purchased by the abattoir sector include 
approximately 2.4 3 million tOIU1es (dressed weight) of 
livestock aIIDually whicil equates to 8.1 million cattle 
and 33.2 milliOI! sheE:p slaughtered. The largest 
proportion of animals is purchased by export accredited 
works which buy abou:. 1.69 million tOIU1es (dressed 
weight). Domestic aba-:toirs purchase 746,000 tonnes 
(dressed weight) (mnuaLy. The total cost of purchased 
animals is estimat=d to te $4.46 billion. 

Inputs Purchased :Sxternally 

In addition to arimals, the abattoir sector purchases 
materials ·and ser-lices ii-om sources outside the Meat 
and Livestock InGustry. These inputs include: labour, 
packaging materials, electricity, water and transport. 
Abattoirs also pay meat inspection fees to the 
Australian Quaralltine Inspection Service, levies to the 
Australian Meat :md L vestock Corporation (AMLC) 
and Meat Research Corporation (MRC) for marketing 
and research rt~sp(:ctivelf. Total annual expenditure on 
these materials and ser lices is estimated to be $1.66 
billion. Expor~ abattoirs spend $1.28 billion on inputs. 

Products 

Abattoirs produc,: mea': in various forms for sale fe

other meat pro,~essor:;. wholesalers, retailers and 
exporters. In ad·iition. abattoirs sell cattle hides and 
sheep skins to ta1nerie~; for further processing. Tota! 
income earned from the sale of these products is $6.31 
billion annually, $4.59 billion of which represents 
sales from export abattc irs. Sales of meat to the Other 
Meat Processing, retail wholesale and export sectors 
total $5.49 billion. 

(xv) 

·'KEy·POINTS.'TO . . ... 

REMEMBER: . " 

ABATTOIR 
SECTOR 

Theabattoir sect~r 
purchases the 

equi-palent of2.43 
, 'millton tonnes 
(dre~s~d. -ioe,ight) :of 
livestock annually 
from thefamr'altd 

feedlots sectors: This 
costs $4.46 billion. 

The abattoir sector 
uses $1.66 billion 

worth of materials 
and services annually 
in converting animals 

to meat products. 

Abattoir income totals 
$6.31 billion annually, 
$5.49 billion of-which 
comes from the sale of 

meat to the Other 
Meat Processing 
sector, retailers, 
wholesalers and 

exporters. 

A A,\C\II"'TERNATION-\L DELIVERING PRACTICAL SOLlITIONS 
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THE VALUE CHAIN FOR MEAT AND L1VlSTOCK PRODUCTS 
SUMMARY 

Operating ProfitrValue Added 

(xvi) 

Subtracting total costs fmm the total income generated by the ab~ttoiI sector for both the cattle 
and sheep industrie~ gives a total operating profit (or value add.~d) of about $183 milli"on. The 
abattoir sector t!Ierefore contribu;:es 6% of total industry value added. 

2.2.4 Other Meat Processing (OMP) 

What is the OMP Sector? 

Like the abattoir sector the OMF sector is classified in the group of b'.lsinesses within the meat 
industry which are defined as prc'cessors. The OMP sector represents processors who produce: 

• pet food; 

• sausages; 

• emulsified product, (frankfurts, devon, etc.); 
• hamburgers; and 

• other meat products (canned meats; continental :.;mallf.oQ(iS; comed, salted and 
roasted beef; and 1~1eat pies). 

The OMP Sector and The Meat Industry: Links ofImportance 

Figure 6 illustrates how the OMr· sector is linked through the purchase of meat and rendered by
products (e.g. dried blood, mea:. meal, tallow, etc.) to the abtlttoir s::ct(~r. The diagram also 
shows the average price and mark-up applied to the products soid. TLis r·rice refers only to the 
meat component of OMP product~:. 

FIGURE 6: THE OMP SECTOR AND THE ·V.\LUE CHAIN 
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THE VALlIE CHAIN FOR ME ~ T AND LIVESTOCK PRODUCrS 
SUMMARY 

OMP Sector Inputs 

Inputs Purchased j-rom C'ther Sectors 

The OMP sector j)llrchases the equivalent of 215,000 

DWT tonnes of carcases, 9,000 tonnes of offal and 
74,000 tonnes of by-products from the abattoir sector 
annually. The totid cost of these raw materials is $359 

million, $235 million of which is derived from bovine. 

Inputs Purchased Externallv 

The OMP sector uses materials and services purchased 
outside the Meat and Livestock Industry to convert 
meat and by-products in':o smallgoods, sausages, etc .. 
T_~ese inputs inc:Jude labollr, services, packaging. 
transport and overheads. The total annllal expenditure 
011 materials and :;crvices by the OMP sector is $330 

million, $147 mill ion of which is used to convert beef 
into a range of pwducts. The remaining $183 million 
covers the cost of materials and services used to 
convert mutton into processed goods. 

Products 

The OMP sector Jroduces numerous products which 
are sold directly to the public and through 
supern1arkets. The toial value of annual sales is 
estimated to be $873 million, $119 million of which is 
sold to supermark :ts. E:eef-based products constitute 
$477 million of t!1e' totd sales. and sheepmeat-hascd 

. products account f::Jr $396 million. 

(xvii) 

KEY POINTS TO 

REMEMBER: 
aMP SECTOR 

Total raw material 
purchases by the OMP 

sector cost $359 million, 
of 7.vhich bovine 

products account for 
$235 million and ovine 

products for $125 
million. 

The OMP sector 
purchases $330 millioll 
worth of inputs from 

sources extenzal to the 
Meat and Livestock 

Tlldllstnj. 

The Oi\1P sector sells 
$873 million worth of 
meat-based products . 
Beef-based products 

a~cou11.t for $477 million 
of total income and 
sheepm.eat-based 

products account for 
$396 million of sales. 
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THE VALUE CHAIN FOR MEAT AND L1VE::)IOCJ( PRODUCTS 
SUMMARY 

Onerating ProfitlValue Added 

(xviii) 

Total operating profit in the OMp sector is estimated to be $1.83 million. $95 million of which 
is derived from th~. sale of beef· based products and $88 million from the sale of sheepmeat
based products. Total contribution of the OMP sector to the industry n.lue added is 6%. 

2.2.5 The Tannery Sector 

What is the Tannery Sector? 

The tannery sector purchases raw hides and skins from the abattDir sector in fresh or salted/dried 
form apd converts them into ser:1i-prccessed forms or finished !eathe;·. Hides and skins are the 
most important single by-prodlF~t from the abattoir sector. They cor:tribute more than 45% of 
the total by-product value from ·.~i.lttle slaughtering and 60% of"he by .. pmduct value from sheep 
slaughtering. 

The Tannery Sector and the Meat Industry: Links of ImportancE 

Fjgure'7 illustrates how the tannery sector is linked through til:! purc'1as~: of hides and skins to 
the abattoir sector. However, bt,::cause the product of primary concem in the value chain model 
is meat, it is assumed that all hic:es and skins are sold by the tannery s,!ctor to businesses outside 
the Meat and Livestock Industry. Hence, all tannery outputs are cCll1sidered to be extemal. 
Figure 7 also shows the averag~ price of cattle hides and sh(;ep sk!l1s sold from the taJU1ery 
sector during the period 199119~' to 1093/94. 

FIGURE 7: THE TANNERY SECTOR AND THE V},Ll:'E CHAIN 
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THE VALUE CHAIN FOR MEn AND LIVESTOCK PRODlICTS 
SUMMARY 

Tannery Sector Inputs 

Inputs Purchased from Other Sectors 

The taIllery sector pt:rchases hides and skins 
from the abattoi r sector. In total, 8.1 million 
cattle hides and 33.2 million sheep skins are 
purchased annuc 11y. The tannery sector pays 
$358 million per annum for cattle hides and $] 3 I 
million per annum for sheep skins. 

Inputs Purchased Externally 

The tannery sector !)urchases materials and 
services from outside the industry for hides and 
skin processing. For both cattle and sheep these 
inputs include freight chemicals, shipping.' 
commission, sel; ing costs, labour and overhead 
costs. In total $ : 63 m .Ilion is spent annually on 
cattle hide proce )sing. The equivalent figure for 
sheep skin pr:)ce:;sing i'; $120 million. 

Products 

The cattle indus:ry pre·duces four tannery sector 
outputs - wet bl:.Ie hid,:s, finished leather, salted 
calf skins and salted hi:ies. All products are sold 
to businesses/consumers outside the Meat and 
Livestock Industry. They produce a total income 
of$606 million ller annum. 

The sheep industry produces four tannery sector 
outputs - talmed skins 'vVith wool on, salted skiI1s, 
dried skins unci fellr:lOngered skins (includes 
wool). AI i products are sold to 
businesses/consElTIcrs outside the industry and 
produce a t0tai inco ne of $277 million per 
annum. 

A AAGJ INTERN/,TID ';AI. 
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KEYPOINT5-TO, 

REMEMBER: 
TANNERY SECTOR 

The tannen! sector 
purchases 8.1 million cattle 

hides 'and 33.2 million sheep 

skins per year from 

abattoirs at a to~al cost of 
$489 million. 

The tannery sector 
purchases $284 1iz.illioJl 

worth of materials and 

services per year from 

sources external to the Meat 

and Livestock Industnj. 

The Cattle ta1111enj sector 

produces four o~ttputs 
which generate a total 

income of $606 million per 

an1lum. 

The Sheep tal11lenj sector 

produces four outputs 
which generate a total 

income of $277 million per 

annllm. 
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THE VALUE CHAIN FOR MEAT AND LIVESTOCK PRODUCTS 
SUl'vlJ'rIARY 

Operating ProfitNalue Added 

(xx) 

Total operating profit in the tannery sector is $11 0 million Fer annum: $85 million of which 
comes from the sale of cattle hides. In economic terms this Deans that the tannery sector adds 
$85 million per annum in valtle to cattle hides and $25 million pe:r alU1Um in value to sheep 
skins. The tannery sector accounts for 4% of the total industry value added. 

2.2.6 The Wholesale Secte'l" 

What is the Wholesale Sector? 

Meat wholesalers provide link::; between abattoirs, food service outl ~ts i.·such as restaurants and 
fast food outlets), supermarket!~ and butchers shops. The value chair: me.del treats the wholesale 
sector as a buyer of meat fro~Ti the abattoir sector. There.s often Jl.) change in ownership 
between the three sectors be.::ause some wholesalers purcJ-.ase Ii ,restock and process them 
through service abattoirs and ether wholesalers have their OW.1 retai ~ outlets. For beef, 90% of 
the value of wholesale turnover is boneless beef About two-thirds of wholesale beef sales are 
to food service outlets. About 33% of the beef trade therefore consists or'sales to retail butchers 
and supermarkets. Virtually aU sheepmeat wholesaling cOllsists )f 13.mb carcases, most of 
which are sold to butchers and supermarkets. 

The Wholesale Sector and the Meat Industry: Links of Im[?ortance 

Figure 8 shows how the whole.)ale sector is linked through th,~ purc:lCIsl; of meat to the abaltoiJ
sector, and through the sale of meat to the retail sector (i.e. 1Iutchc··s and supermarkets). The 
diagram also displays the avcr·lge mm-k-up and price applied [0 me 11 s:)ld from the wholesale 
sector. 

FIGURE 8 : THE WHOLESALE SECTOR AND THE VALUE CHAIN 
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THE VALUE CHAIN FOR MEAT AND LIVESTOCK PRODUCTS 
SUMMARY 

Wholesale Sec~or Inputs 

Inputs Purchasc'd from Other Sectors 

Beef wholesalc:rs purchase the equivalent of 
220,000 tOlme~: of cnrcases per annum. This 
costs $583 million. Sheepmeat wholesalers 
purchase the cquivaient of 88,000 tonnes of 
carcase meat f'om abattoirs which costs $119 
million per :1n11":1m. 

Inputs PurchasE·d Externally 

Materials anc~ services brought In by 
wholesalers fre m oUlside the industry include 
freight, labour and packaging. The wholesale 
beef industry )pend~ $103 million on these 
inputs annually The wholesale sheep industry 
spends $11 million on the same inputs. 

Products 

The beef who;esale sector sells five product 
groups - retai I cuts (from boneless primals): 
boneless bed; cm'cases; offal; bones and fat. 
Sales generate $71 0 million m income per 
arumm, $239 n :ill ion of which comes from the 
sale of beef to :)utchers and supermarkets. The 
remaining beef is sold to food service outlets. 
The sheepmeat wholesale sector sells four 
product groups. boneless meat, carcases. offals. 
bones and fat. Sales generate $150 million in 
income per all!lUm, ~; 115 million of which is 
derived from tr.e sale of sheepmeat to butchers 
and supermarkE ts. 
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KEYPOINTS TO' .. . . 

REMEMBER: 
WHOLESALE' SECTOR 

Beefwholesalers' mea~ 
purchases cost $583 million 

per year. Sheepmeat 
wholesalers' meat purchases 
cost $119 millio1t per·year. 

Beefwholesalers purchase 
$103 million of inputs from 
sources external to .the Meat 

and Livestock Industry. 
Sheepmeat wholesalers 

purchase inputs valued at $11 
77l ill i 0 11. 

Beefwholesalers.sell five 
products U!lzich generate a 

II total income of $710 million 
II per year. Sheep wholesalers 
I! sell fou.r products which ·1 

I'l",-==g==el=ze=r=a=t=ea=t=o=t=a=l =in=c=o=l1=1.=e=o='.f===J _ $150 million per year. 

.A. \ \C'II'"TEI'" \1'1(~-1 ------------. 
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THE VALUE CHAIN FOR MEAT AKD LIVESTOCK PRODUC.TS 
SUMMARY 

Operating ProfitNaiue Added! 

(xxii) 

The wholesale sector earns an operating profit of $44.2 million per annum and of this, beef 
wholesalers earn $23.7 million. In economic tenninology thi~; means that beef wholesalers add 
a total of $23.7 million in vah:le to beef each year. Sheepmeal wh0!esalers add $20.5 million in 
additional value. The wholesale sector contributes 1.5% of the: total .. ndustry value added. 

2.2.7 The Retail Sector 

What is the Retail Sector? 

The value chain model considers two parts of the retail seclor - butchers and supermarkets. 
Butchers make up 60% of retail sales by value and 59% of salE:s by volume. 

The Retail Sector and the Meat Industry: Links of Importance 

Figure 9 shows how the retail sector is linked to the Meat ane Lives.tock Industry through retail 
purchases of meat from abattoirs, wholesalers and Other Meat Processors. This figure also 
.i.ndicates the average prices anel mark-ups applied to meat suld to ':onsumers by butchers and 
supermarkets. 

FIGURE 9 : THE RETAIL SECTOR AND THE V j,LUE CHAIN 

ANIM~~ 
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'--. .IV PRI:E s i.66/KG owr 

.A. AACM INTERNATIONAL 

.;.a'lOVI'lIHOtCAl!. ,: .. f "'OV(IJEHt::J 
l..'\lIHtv 1.I!.\t .0\"10 ~(,"'!;O~UCT.s 

-----

)ELIVERI;'\'(; PRACTICAL SOLllTIOi'iS 



I-

I ~ , 

I~ 

I 
I 
I-
I 
I 
I 
I 
I : 

~ 

I 
I 
I .' 

.. :~. 
·i . .-

I 
..... 

I 
I 
I 
I~ 

I~ 

I 

Retail Sector Inputs 

Inputs Purchased from Other Sectors 

The retaJI sec.tor in the beef and sheep industries 
purchases bone less J:1eat, carcases, offal and 
sausages. The beef industry purchases the 
equivalent of abt)ut 436,000 tOlmes of carcases 
costing $1.22 b. Ilion per annum. The sheep 
industry purcha~es th(! equivalent of 253,000 
tonnes of C;lrcases costing $436 million per 
annum. 

Inputs Purchased Extemally 

Butchers and sl:perm,~rkets purchase materials 
and services fron, outsi·je the Meat and Livestock 
Industry. Thes·~ inputs include labour, shop 
Tental and pacbging materials, etc.. Beef 
retailers spend ~.pproximately $1.13 billion per 
annum on thes(! inprts: Sheepmeat retailers 
spend $675 mi:lion Der year on these same 
inputs. 

Products 

The retail sectol produces four main products -
retail meat ~L1t~., saw.ages, mince and offal. 
Bones and ht ore als!) sold if retailers process 
carcases. Income for beef-based products totals 
$2.61 billion a."d $1.29 billion per year for 
sheepmeat-b<:!sec. products. 

Operating ProfitlVa1ue Added 
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KEY POINTS TO 
REMEMB~R: 

RETAIL SECTOR 

.: . 

Butchers. and Supermm'kets 
purchase four types of m.eat. 
. Beef pl!:rchases cost $1:2:2 

billiC!n per year. Sheepmeat 
purchases cost $436 million 

per year. 

Butchers and Supermarkets 
purchase materials and 
services from sources 

extemal to the Meat and 
Livestock 11ldllstnJ which 
are valued at $1.81 billio1Z 

per year. 

ButcJzers and Supermarkets 
produce four main trJpes oj 
meat for sale to conSll1ners . 
These products g~nerate a 

total income 0/$3.90 billiol1 
per year. 

The retail sector earrs an ('perating profit of about $43:; million per annum including 5255 
million through th~ sale of beef-based products. In econormc temlS this means that retailers add 
$255 million per year in va~ue to beef and S 178 million r)l~r year to sheep meat. These tigures 
indicate that the reLai I seClOr accounts for 14% of the tatai :r:dustry value added. 

A AAG\lINTERN.J..TIO·\'\L .-------------.--.-- ---f)E-I.I~ERING I'nACTICALSOLliTIOi'\S 
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THE VALUE CHAIN FOR MEAT AND UVESTOCK PRODUC.TS 
SUMMARY 

2.2.8 The Export Sector 

What is the Export Sector? 

(xxiv) 

The export sector, as defined in the value chain, represents mE:at and livestock exports. Their is 

often no change in ownership between the export and abattoir secto.:S. Exports of hides, skins, 
dairy products and other meat by-products are not included. 

The Export Sector and the Meat Industry: Links ofImportance 

Figure 10 illustrates how the export sector is linked, thJoug.h the pur.::hase of meat and live 

animals, to the fann and abattoir sectors. All export meat oril?inate~ from abattoirs with export 

accreditation. Figure 10 also £hows the average mark-up and price applied to meat sold by the 
export sector. 

FIGURE 10: THE EXPORT SECTOR AND THE V <\LUE CHAIN 

r--.-------, 
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THE VALlIE CHAIN FOR MEAT Ai\ll L1VESTOCr.: PRODUCTS 
SUMMARY 

Export Sector Inputs 

Inputs Purchased from Other Sectors 

The export sectCtr purchases meat and live animals 
from the abatto ,I' and farm sectors. In total, the 
equivalent of 1.105,01)0 tonnes of beef Cal'cases, 
300,000 tormes of :;heep carcases and 68,000 
tOlU1es of offal ae eX~lorted annually. The cost of 
these products t) exporters is S3.40 billion, $2.84 
billion of whic:l con~;ists of beef. Live animal 
export includes 193,0('0 head of cattle costing $73 
million and 4.8 millior sheep costing $80 million. 

Inputs Purchnsed Extemallv 

_The export ~:ectpr pure hases materials and services 
from outside the Meat and Liv~stock Industry. 
These inputs include fleight, feed. quarantine costs. 
and commissior: for e (port agents. The total cost 
of these inp-~Its ;)er year is $387 million. Of this 
total, inputs required for beef export cost $1 T2 
million. 

Products 

The export sector e (ports the same type ;lnd 
quantity of mea'- and :ive animals as it purchases. 
Income frorr.: the expol t of beef, sheepmeat and live 
animals totals $4.03 billion per year. This breaks 
down to incbde about ~3. J 4 billion lor beef $131 
million for live ~attle. S467 million for sheepmeal, 
and $293 millic-n I-or live sheep. All outputs are 
external, moving clire( tly to consumers outside the 
value chain. 

(xxv) 

KEY POINTS TO 
REMEMBER: 

EXPORT SECTOR 

The export sector 
purchases meat worth 
$3.40 billion and live 
animals (jor export) 

valued at $153 million 
annually. 

The export sector utilises 
inputs purchased from 
sources external to the 

Meat and Livestock 
Industry. These inputs 

cost $387 million 
n1Z1lllally. 

The export sector 
sells beef, sheepmeat, live 
cattle and live sheep for n 

total income 0/$4.03 
billion annually. 
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THE VALUE CHAIN FOR MEAT AND I:I\'ESTOCK PRODUCTS 
SUMMARY 

Operating Profit/Value Added 

(xxvi) 

The export sector generates a total operating profit of $24S' milli,)n per year of which $187 
million is generat.~d by sales of beef and live cattle. This means that the export sector adds $187 • 
million to the value of beef and live cattle, and $62 million tJ the ':alue of sheepmeat and live 
sheep per year. The export sector adds approximately 8% to the total industry value added. 

2.3 A TABULAR SUMMARY OF THE VALUE CHAIN 

Table 1 shows the value chain's estimates of the total value (,f inputs, <.IutpuLs and value addt;J 
for each sector within the Meat and Livestock Industry. The lable is a summary of the 
information presented in the preceding sections. Reference Lo the shaded portion of Table I 
shows that the total income from the farm sector through sale~. to the feedlot, abattoir and export 
sectors is $4.33 billion. The farm sector also sells milk and wool to processors outside the 
industry. These external outputs generate $5.04 billion in income. fotal annual income for the 
farm sector is therefore $9.36 billion. The farm sector does not purchase raw materials hom 
other sectors, but requires $7.58 billion (including $494 miI.ion in opportunity cost) worth of 
inputs which are purchased from external sources. Total c:1sts are therefore $7.58 million . 
. Ylhen total costs are subtracted from total income, the farm s,;ctor f;enerates an operating profit 
(or value added) of $1.79 billion per year. The value added by the feedlot, abattoir, OlvIP. 
tannery, wholesale, retail and export sectors has been similarly calcu[ated. 

Apart from summarising values for each sector. Table I also c:etails the total value added for the 
Meat and Livestock Industry. This is $3,040 million per year. Given that the average 
Australian Gross Domestic Product (national net income or national value added) was S395,889 
million between 1991 and 1994, the i'vfeat and Livestock Indll;;try ce:ntriblltes approximately 1% 
of the national value added. 

TABLE 1 : THE VALUE CHAIN IN SUMMARY 
r-------.---------I/lFUTSTO(S MWQIJ) 

F.ARV1 
FEEClar 
.AB<\TTOR 
0\iP 
T.AMCRY 
V\l-O..ESALE 
RETftJL 
EXFCRT 
TarN. ffi:M 
0Tl-ER SECTCR'5 

TarN. 1f\RJTS 

VALUEADCED 

A. AACM INTERNATIONAL 
._--._-------
llEUYERIN(; PHA(TIC,\L SOLl/TIO",'; 



I; 
I, 
I 
I 
I-
I 
I 
I 
I 
I -, 

-i 

I 
,I 
1 
I 
I 
I 
I 
I 
I 
I 

'-. 
1-

-
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SUMMARV 

2.4 USES OF THE VALUE CHAIN 

(xxvii) 

The value chain was iilCludej in the RADIS study as one of a group of modelling tecl~njques for 
Meat and Livestock Industry analysis. The value chain can be utilised in two ways. 

First, as a physical Hnd financial description of the industry, the value chain provides <111 

overview of all activities and products within the industry, Prior to RADlS, such a description 
was not available for any complex industry in Australia in the level of detail provided by the 
value chain model. The model is d~scripti\'e and can serve ·as a reference source which 
highlights the basic structure and characteristics of the Australian Meat and L..-estlJek Industlj. 

Its second major use is as a research or analytical tool. It complements other models, because 
the industry has been ·dissected irito detailed sectors and subsectors. It is capable of analysing 
the effect on the industry of changes \vhich are imposed or generated externally. 

"What if' questions can be asked to assess the impact of various events. The type of "what if' 
questions asked depellds on which industry secto.r is under consideration. In the fann sector, 
prod~ctivity is of ma~or intf!rest (i.e. the number of animals that can be produced at a given 
Gost). Elsewhere within the model it is more relevant to assess the impact of changes in costs 
and prices, since the amounf of meat flowing through the sectors is determined by output from 
the farm sector. For e:<ample, ifit is possible to increase farm turnoff by, say, 10%, this increase 
will flow through the indus~ry to increase the amount of meat available domestically and for 
export. It will also n:sult in an increase in feedlot throughput and hide and skin production. 
However, in the abattoir, wholesale, OMP, retail and export sectors the increased throughput of 
meat will raise some (but nJt all) costs and will increase total income. The degree to which 
incomes increase relative tc costs will determine the resuiting level of profit in each sector. 
Similarly, it is possible to increase product prices in, say, the wholesale sector to determine what 
effect the increase w II have on costs and profitahility in the retail sector, which purchases 
wholesale meat. 

In all cases it is impor:ant to consider not only the initial impact of a change in numerical terms, 
but also the constraint) to its achievement, the probability of success, the likely rate of adoption, 
and the time taken for the results to flow through all the st.ctors of the industry. This requires 
judgements based on E thorough understanding of the MeLlt and Livestock Industry. 

A AAeM INTERNATIO''>/AL DELIVERING PRACTICAL SOLUTIONS 
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THE VALUE CIlAIN FOR MI:AT AN>') LIVESTOCK PRODUCTS 
MAIN REPORT 1 

1. BACKGROUND 

The value chain me· del described in this report wa.s developed under the Meat 
Research Corporation's RI~search and Development Investment Study CRADIS) to 
help identify areas fi.lr R&D which would provide the best returns to the Meat and 
Livestock Industry. Although RADIS has been completed, the value chain model 
will be periodically updated for use as a reference basE: for the physical and financial 
flows throughout thE: :Meat and Livestock Industry, and between the industry and 
the consumers of meat ane. meat by-products. 

The last version oftbe value chain model was presented in a report dated April 1993 
and included data averaged over 1987/88, 88/89 and ,'39/90. Figures 1a and 1b detail 
physical flows (in dress weight equivalents) of meat through the beef and sheep 
value chains, diffcre~.1ces in base sources of informacion are noted in these figures. 
Major modifications to the earner model which ar'~ incorporated in this report 
include:-

(i) 

(ii) 

(iii) 

(iv) 

(v) 

( .) ,VI 

The mo.Jel h::.s been updated using averz..ge data for 1991/92 through to 
1993/94 perie d. 

In the !::trm s·~ctor an opportunity cost has been placed on the value of 
the live:3tock 3.nd the resource baSE!. Th·~ opportunity cost measures the 
income :hat could have been earnt had the herd and flock been sold 
and the monE:y placed in long tern: inve:3·~ments. For this update an 
interest rate 'Jf 5% was used. 

Stand8.rdisatton of units to $lkg D\VT ha.3 been achieved throughout 
the moe el ex~:ept in the tannery sector wnere it proved very difficult to 
report CDSts other than $/hide or $ per square metre. 

This upiate ~eparates out costs as;:3ociat.ed with the by-product 
industr: es of ,J.airying and wool productie.n. The beef model separates 
costs inr.o beef production and dairy production and allocates a 
weighted perr~entage based on overall numbers of the various types. 
Sirnilar!.y with the sheep industry, prime lamb production and wool 
production have been separated out, 

The model he.s been altered to incorpoT8.te the live export cattle trade. 
It was r. eceSS3.~j to do this as the t.-ype of animal being live exported 
differed greatly in weight and pric;~ from those destined for the 
abattoir. 

Changes in b3.se sources of information have been noted in figures 1a 
and Ib ;md a:.so in Annex 4. Where pos'3:ible the latest research 
undertaken l:y MRC combined with t.he AACM network has been used 
to upda:e the model. 

.A AAC~ INTERNATJON.A L 
DELIVERING PRACTICAL SOLUTIONS 
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THE VALUE CHAIN FOR MEAT AND LIVESTOCK PRODUCTS 
MAIN REPORT 2 

(vii) 

(viii) 

Between 1991/92 and 1993/94, there have h~en several alterations in 
the Australian Standard Geographical Clas:3ification (ASGC) system 
by the ABS to code Statistical Local Areas (SLA.'s). While 'most had no 

impact on the regions used in this study the re was one change to note. 

1) South Australia - Truro (DC) was codec. as 420057840 in 1991-92 
and included in Region 5. In 1993-94, Truro was combined with 

, Ridley (previously'included in Regior:, 4) as Ridley-Truro (ASGC code 
now 510050630). Ridley-Truro was placed in Region 4. 

Australian Bureau of Statistics export data ,:las changed to a FOB 
basis, (pre'viously ClF), it has been necessar:{ to change costs 
ssociated with exporting of meat to exclude ~,hipping and insurance' 
costs. 

.The end result is a model which is not fundamentally diff~re~t fr'om earlier versions, 
but which presents a more typical picture of produc: and money flows. The model is 
a reference source on the Meat and Livestock lnd:.tstry and can be utilised as an 
effective tool for R&D planning. 

FIGUF..E la : MEAT FLOWS AND INFORl\lf..ATION SOURCES IN THE CATTLE 
VALUE CHAIN 
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THE VALUE CHAIN FOR I,fEAT AND LIVESTOCK PRODUCTS 
MAIN REPoRT 3 

FIGURE lb : MEAT FLOWS AND INFORMATION SOURCES IN TIIE SHEEP 
VALUE CHAIN. 
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THE VALUE CHAIN FOR MEAT AND LIVESTOCK PRODUCTS 
MAIN REPORT 

2. A GUIDE TO USING THE VALUE CHAIN AND 
UNDERSTANDING ITS RESULTS 

2.1 GENERAL APPROACH 

4 

The value chain is a computerised model which was constructed specifically to 
illustrate the product and financial flows which occu;:' throughout the Australian 
Meat and Livestock Industry. It provides a complete accoun~ of physical (i.e. inputs 
and outputs) and financial flows through the industry, and between the industry 
and its surrounding environment (i.e. product consumers and input sources). 

The model was designed using spreadsheet software. Th:.s has two identifiable 
benefits. Firstly, the model can be continually updated to serve as a reasonably 
accurate industry information bank. Secondly, "what if' questions can be asked 
about the effects of productivity-related and price char~ges 'within the industry. In 
other words, the model can be used to conduct sensitivil:y studies about the effect on 
the industry of specific changes in farm level productivity, a1:attoir costs, etc. When 
using the model and interpreting its results the following points 8.re relevant:-

(i) Effective use of the value chain and its numeri(:al results requires an 
understanding of the Meat and Livestock In:1ustr;/. If the model is used 
as a reference source, readers should consid';r the structure and 
characteristics of the industry. For exampl-3, the updated model shows 
that in total, farms earn an operating profit of $1.8 billion per year. 
However, there are numerous cattle and sheep pnducers and some earn 
far more than others. Use of the value chain for research requires an 
appreciation of not only the structure of the industry, but also the 
attitudes of producers, processors, and retailElrs, and other non-numerical 
factors which influence the success and impact of research and 
development . 

(ii) The value chain model provides a detail':ld evaluation of the ways 
through which meat moves from farmers to consumer-s, 'and the ways in 
which money moves from consumers back to ::armers. 

(iii) The model is based on product flows through tbe Meat and Livestock 
Industry .. The value chain specifies product-relatE·d information for each 
sector of the inc!'llstry including farms, fe,~dlots, abattoirs, tanneries, 
wholesalers, retail(;rs and exporters. 

(iv) The chain is, in reality, a network of chains with Enkages to the external 
environment. 

(v) At each stage m the chain, the model sp,=cifie:: physical information 
including:-

A AACM INTERNATIONAL 
DELIVERI:'lG PRACTICAL SOLUTIONS 
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• the s'~ge (If product conversion or transformation from live animals 
throu gh to consumer products; 

• t4e nature and quantity of products brought forward from previous 
stage{s); 

• materials and services brought into the chain from external sources 
(e.g. Jabour, packing materials, transport services, energy); and 

• the nature and quantity of products passed forward to the next stage' 
in thl~ chain, to consumers outside the Meat and Livestock Industry. 

(vi) At each stage in the chain the model ;specifies financial information 
includin§::-

• the v llue cJ products brought forward from the previous stage; 
• the Ct)st of materials and services purchased from outside the chain; 
• income accruing at each stage from sales of products to other sectors 

within thE! Meat and Livestock Industry, or sales of products to 
entiti es ou~ide the chain; and 

• tranE port, storage and handling costs incurred in moving products 
betw':!en stages. 

2.2 MODEL DESCRIPTION 

The value chain m;)del i; a computerised spreadsheet model which describes and 
determines the quantit:r o( all inputs, product transformations, outputs and 
operating profits balue added) for the industry over a 12-month period. An 
overview of the moc(el is provided in Figure 2 which illustrates in detail all product 
and physical and finan::ial flows throughout thE~ industry. The model's main 
features are:-

(i) It provid,=s an image of the structure of the Meat and Livestock Industry 
during a speciic period. The model was based on data averaged over the 
1991/92, 1992193 and 1993/94 financial years. 

(ii) A "synthetic" approach was used to construct the model. Due to the 
shortage or, in some cases, almost complete absence of data for some 
industry sectors, it was necessary to "synthesise" budgets based on expert 
assessmE:nt of "typical" or "representative" producers, processors and/or 
retailers, Where there is a considerab:e amount of diversity within a 
sector~ the sector was divided into sub sectors and a budget prepared for 
each subsector. In all cases the budgets were verified by cross-checking 
total costs, in:omes and profits (value added) with available industry 
informat~on. 

A AACM INTERNATI01fAL DELIVERING PRACTICAL SOLUTIONS 
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FIGURE 2 : PROJl)UCT FLOWS IN THE CATTLE AND SHEEP 
VALUE CHAIN MODELS 
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(iii) The model is not "user-friendly" and cannot be used easily by people who 
are not familiar with its structure and with spreadsheet software. 

(iv) Any Ul1it ·::ost OT price within the model can be varied, and these' changes 
flow through the model instantaneously. The model does not reflect the 
time take:J. for industry adjustment to a particular change. It only shows 
the final position after changes in, for example, costs, revenues or 
productiv:.ty, h,we passed through all sectors of the industry. 

(v) Individual aSSEssment can be used to make judgements about whether 
such changes will be quick or slow to t3.ke effect, and to identify and 
assess re3trictlons to change. In this way a clearer picture of the 
industry's like:.y response to changes, is obtained. ThIS applies to 
changes :~enen.ted externally (e.g. an increase in labour costs), or 
internally, (e.g. an increase in cattle or sheep turnoff). 

(vi) The modf~l does not show the effect of changing production levels on 
prices, or ':he effect of price and cost changes on production. 

(v=ii) The cattlE: mod,:;l consists of eight sectors - the Farm, Feedlot, Abattoir, 
Other Meat Pncessing (OMP), Tannery, Wholesale, Retai~ and Export 
sectors. Each sector, (excluding OMP, Tannery and Wholesale), is 
divided into two or more subsectors. The sheep model does not include a 
feedlot sector. 

The farm sector is the 'only sector which is broken-down by regions. For 
all other secto::s, regional differences were not sufficient to warrant 
disaggregation. The farm regions are based on 15 aggregations of 
ABARE's Agricultural and Grazing Industry Survey Regions and the 

. Meat Research Corporation's distinction between northern and southern 
Australia. The farm sector has also been further broken into specialist 
beef production in the cattle model and prime lamb production in the 
sheep model. 

The feedlnt and abattoir sectors are dis aggregated into two subsectors 
based on €!Xport and domestic operations. 

The retail sector is disaggregated into butcher and supermarket 
subsecton:. It was originally considered that the restaurant/fast food 
industry shouB also form a further subsector. However, it was 
impossiblE! to measure the costs, incomes and profits or value added to. 
the meat Clsed ~.n this subsector .. Accordingly, restaurants and fast food 
outlets are tre:ited as an "end-users" and products flowing into this' 
industry are treated as external outputs from wholesalers. 

The exp01t sector is dis aggregated into two subsectors based on meat 
exports ar.d liVE' exports. 

A AACM INTERNATION1.L 
DELIVERING PRACTICAL SOLUTIONS 
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In the remaining' three sectors, (feedlots: tanneries and other meat 
processors), operational differences were not; sufliiently large to warrant 
disa~gregation. 

(viii) To make the value chain easy to follow~ inputs used and products 
produced are defined in two different ways. Inp"~ts used by each sector 
(i.e. farm, 'feedlot, etc.) can either be purchased from another sector 
within the industry (e.g. cattle are purchast;d by feedlots from farms) or 
they can be purchased from "outside" the industry (e.g. labour, transport, 
animal feed, services, interest, etc.). Similcxly, products from one sector 
can either be sold to another sector for furth~r precessing or they are sold 
to consumers. The differences between inputs and outputs are clearly 
detailed throughout the value chains:-

• 

• 

Inputs purchased from "outside" the industry are called external 
inputs. 

Products sold to consumers "outside" thE: industry are called external 
outputs. 

For exa:rT.\ple, inputs which the abattoir sl;ctor obtains from farms or 
feedlots (i.e. livestock) fall under the heading of inputs from other sectors. 
However, inputs p~rchased from "outside" the industry fall under the 

heading of external inputs. This classificatic·n, ffic::kes it p~ssible to follo\v 
the flow of meat and by-products from sector to Sl~ctor, and eventually to 
consumers .. 

The associated costs and incomes can also be external. This means that 
external inputs and external outputs are purcha3ed from or sold to the 
external environment (i.e. businesses/consumers outside the bounds of 
the Meat and Livestock Industry). 

(ix) Figure 2 illustrates the flow of physical products bet~een sectors and 
subsectors. It also shows industry linkages with industries/consumers 
outside the Meat and Livestock Industry. 

(x) Prices used in the model reflect "gross prices", not net prices. Marketing 
costs (such as commission, packaging, freight and cartage, insurance, 
handling, etc.) are included as external costs whether deducted by a 
marketing agency or authority prior to payment w the business, or paid 
directly by the business. For example, farmers may have to pay for the 
transport of livestock. This cost is usually deducted from the amount 
paid by the abattoir for livestock.' Hence, farm~!rs receive the price of 
livestock (as paid by abattoirs) net of transport I!OstS.· However, in the 
value chain it has been assumed that farmers mceive full payment for 
livestock and then pay the transport operato-r. 

AAACM INTERNATIONAL DELIVER!NG PRACTICAL SOLUTIONS 
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(xi) All value~: are expressed as an average between current 1991192, 1992/93 
and 1993/94 pr.ices. 

(xii) The follovring definitions are used in the rnodel:-

• An "Industry" includes the sheep industry, the cattle industry or the 
entirE: Meat and Livestock Industry, including sheep and cattle and 
all product jon, processing and marketing activities. 

• A "Sector' is a discrete component within the industry and is 
specified in terms of an "activity". There may be changes of product 
ownership within a sector, or product ownership may span a number 
of acti.vitie~ in several sectors. 

• A "Subsector" is the lowest level of disaggregation in the model. A 
sector is d:.vided into subsectors (e.g. retailing is divided into the 
butch3r and supermarket subsectors). 

• 'Value-Added" is defined as the difference between total income and 
tot.al cost of production. Value-added is equivalent to operating profit 
in industries where ownership is separated from labour. In the farm 
sector where owner-operators predominate, value-added includes 
both profit ·3.nd return to owner-operators' labour input. 

• "Product Conversion Factors" describe the physical 
transforma~ions in the model of, fot example, livestock to meat. 
TheSe transformations are described in the form of ratios (e.g. turnoff 
%, carcase yield, retail weight per kg cf carcase weight, etc.) and are 
listed in Annexes 6 (Cattle) and 7 (Shl~ep). 

• "Operating Costs" are costs directly attributable to a particular 
activity and vary in proportion to the level of production (e.g. 
packaging materials in an abattoir). 

• "Fixed Costs" or "Overheads" do not vary in proportion to the level 
ofproductic·n or throughput. 

• The "IGross Margin" from a particu~ar activity is the gross income 
less o'perating costs. Value added or {)perating profit is different in 
that jt is calculated by subtracting operating and fixed costs from 
total incom.~. 

(xiv) The modet describes 15 "internal" outputs from the cattle industry and 11 
"internal" outputs from the sheep industry. These outputs move between 
sectors and suhsectors within the two industries. It also describes 17 
"external" outputs from the cattle industry and 15 "external" outputs 

AAACM INTERNAT!ON"L DELIVERING PRACTICAL SOLUTIONS 
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from the sheep industry. These outputB move from the sectors and 
subsectors within· the two industries to consumers. Tables 2 and 4 
contain complete output lists for the eattle and sheep industries, 
respectively. These outputs are, in most cases, g::-oups of similar products 
aggregated together. In modelling an ind"~stry of such complexity, it is 
·difficult and possibly misleading to designate particular items as either 
products or by-products, the implication being that the latter are in some 
way not important. The model therefore follows all products (except milk 
and wool) as far as possible down the producti:m-processing-marketing 
pipeline. 

2.3 DATA SOURCES 

Data used to construct the value chain were obtained ::rom a wide variety of sources. 
In many areas the available data was insufficient to create a clear picture of a 

sector within the "industry; and it was necessary to complete special studies. These 
studies were conducted by specialists with a detailed knowledge of particular 
sectors. A listing of the main data sources used to construct the value chain model is 
provided in Annex 4. 

.A...AACM INTERNATIONAL 
DELIVElUNG PRACTICAL SOLUTIONS 



I 'I • 

,I ; 

I 
I 
I-
I 
I 
I 
I 
I . . 

, 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

. -. 
~J: 

.-

THE VALUE CHAm FOR MEAT AND LIVESTOCK PRODUCTS 
MAlNREPORT 

3. OVERVIEW OF THE CATTLE AND S~EEP INDUSTRIES 

3.1 INDUSTRY S]B;CTORS AND SUBSECTORS 

11 

The value chain model dissects the cattle and sheep industries into eight sectors and 
28 subsectors:-

(i) Fann - mcludes all primary production activities up to the farm gate 
plus transport. of livestock from farm gate to subsequent sectors in the 
Meat and Livf!stock Industry. The cattle farm sector includes two 'main 
subsecto'rs (north and south), 15 regional subsectors, and treats beef 
cattle and dairy cattle and their products separately. The sheep farm 
sector is inten~ionally not divided into northern and southern sub sectors 
because most ;)f the industry is in the south. However, the sheep farm 
sector is :lis aggregated into 15 regional subsectors. 

(ii) Feedlot - includes two sub sectors, one for domestic trade cattle and the 
other for heavier export cattle. There is no sheep feedlot subsector in the 
model. 

(iii) Abattoir - includes all cattle and sheep slaughtering, meat packing and 
by-product prcduction. There are two subsectors in the cattle model, one 
for beef E!Xport abattoirs, and one for domestic beefi'she'ep abattoirs. The 
sheep model includes two abattoir types; one for domestic lamb carcases 
and one ::or export operations. 

(iv) Other I\.feat Processing (O:MP) - inch:.des production of sausages, 
smallgoo:ls, PEt foods, canned meat, hamburgers, meat pies and corned! 
salted beef. . 

(v) Tannery - includes production of semi-processed (wet blue) hides, 
finished bovine leathers, salted calf skins, tanned wool - on sheep and 
lamb Ski;1S, ar~d other raw sheep skin products. Packing raw hides and 
skins for export is included in the tannery sector. . 

(vi) Wholesale - includes distribution of carcase beef and lamb, from 
domestic abattoirs to butchers, supermarkets and the food service sector 
(i.e. restGuram;s, take-away food shops, institutions etc). 

(vii) Retail- :ncluc.es butcher shops and supermarkets. 

(viii) Export - includes live animal exports and the export of· beef and 
sheepm'e 3.t~i. 

AAACM INTERNATIONAL DELIVERING PRACTICAL SOLUTIONS 
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The two primary production sectors (farm and feedlot) are analysed in more detail in 
Section 4 of this report; the processing sectors (abattoir, O:MP and tannery) m 
Section 5; and the marketing sectors '(wholesale, retail and e:~p.0rt) in Section 6. 

3.2 FINANCIAL SUM:MARY 

3.2.1 The Cattle Industry 

Table 1 and Figure 3 show the value chain estimau,s of Ghe total magnitude of 
inputs, outputs and value added in dollar terms for each sector of the cattle/beef 
industry. For example, the farm sector is shown, as selling produce to the feedlot, 
abattoir and export sectors. The total income generated from these sales is $3.72 
billion. The farm sector also sells milk and wool to proeessors outside the industry. 
These sales generate $2.66 billion in income. Total income is $6.38 billion. In 
raising animals the farm sector is allocated and opportt:.nity east of $412 million and 
requires $3.96 billion worth of inputs purchased frl)m sources external to the 
industry (e.g. labour, water, electricity, etc.). Total costs are, therefore, $4,370 
million. When total costs are subtracted from total income, the farm sector 
generates a total operating profit or value added of $2.01 billi:m per year. 

TABLE 1 : CATTL]~: INPUTS, OUTPUTS AND VALUE ADDED 
($ million) 

INPUTS 10 (5 MILLION) 10TAL 10 

OUTPUTS FROM . O'IHER EXTERNAL : 'I'OTII L 

(5 MILLION) FAAM FEEDLOT ABAT'rorR OMP TANNERY WHOLESALE BETAIL EXPORT SEC1ORS' OUTPUTS OUTPUTS 

r~RH 0 431 .3~1-5 0 0 0 73 37:0 2 bQ2 6J82 

FEEDLOT 0 0 7;:1 0 0 0 a 0 721 9 730 

ABATIOIR 0 a 11 234 35S ~83 917 :,837 4929 285 5214 

OMP 0 II 0 0 a ., 
OJ a ti5 411 ~77 

TAN~~Y 0 0 0 0 0 0 0 a 0 605 50E 

~OLESAL~. 0 0 .j 0 G ~38 0 239 4"0 710 

RETAIL 0 0 oj 0 a 0 a a II 2507 2507 

EXE'ORT a 0 0 (J 0 0 • 0 0 0 3269 J2ti9 

1OTAL. FROM 

O'IHER SEC1ORS' 0 431 3:)37 235 358 553 122.1 2910 9675 10320 199YS 

EXTERNAL 4370 246 , "~4 _l.: 1 147 163 10) llll 172 7504 
INPUT'S a/ 

TOTAL INPUTS 4370 678 5208 382 521 686 2352 )082 17278 .. 

VALuE.ADDRO . 2012 53 95 85 24 255 187 2717 

". '.' 
: a! .ItlCLl!DES· OPPORTUNITY COST OF HERD .. : : :;-.:::." .:': .. . . . . .. . 

.. ',: . ' .. .' : .... '.:." 
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Total Cattle Excluding Dairy 
$ miJIiQll $ milliQu 

Value of outputs to other sectors (A) .3,720 3,486 
Value of external outputs (B) '2.662 0 
Total outputs from cattle industry (C) 1),382 3,486 

Value of inputs from other sectors fa (D) 412 334 
Value of externalmputs (E) :3.957 ..2..lli2.Q, 
Total inputs to cattle industry (F) 4,370 3,235 

Value added (C - F) or (B - E) 2.0tZ ---2.5.l 
(Operating Profit) 
fa Opportunity cost of herd 

Each sector's contribution to total value added is estimated as follows:-

Value Added %of $ p8r Hec.d $ per Head 
Sector ($ m) Thial Qf.Qattk Turned Qff 

Farm 2012 74.1 ;33.36 243.61 
Feedlot 53 2.0 2.18 6.41 
Abattoir 6 0.2 0.25 0.73 
QlVlP 95 3.5 3.94 11.50 
Tannery 85 3.1 3.53 10.29 
Wholesale' 24 0.9 0.99 2.91 
Retail 255 9.4 10.56 30.88 
Export -.lB1 ~ .J..:ili .2a.fi4 Total 2,717 100.1 Tl2.56 328.97 

The external costs (i.e. costs of materials and senices purchased from sources 
outside the industry) incurred in each sector are estimated as follows:-

%of $ per 
Extenlal Total $ per Head' %of 

Costs Industry Head of Turned Costs Which 
Sector .iltmL CQsts .Gattk ..i2fL Are External 

'Farm 3,957 55.0 163.94 479.11 90.5 
Feedlot 2·16 3.4 10.21 29.79 36.3 
Abattoir 1,271 17.7 52.67 153.89 24.4 
OlVlP ]..17 2.0 6.10 17.80 38.5 
Tannery 163 2.3 6.77 19.74 31.3 
Wholesale 103 1.4 4.27 12.47 15.0 
Retail 1,1:31 15.7 46.85 136.94 48.1 
Export .J.12 -M ...1J.1 ~ ~ 
Total 7,191 99.9 297.91 870.69 41.6 

AAACM INTERNATIONAL 
DELIVEHING PRACTICAL SOLUTIONS 
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The previous table indicates that the main movement of funds out of the cattle 
industry occurs in the farm, abattoir and retail sectors. A cost reduction thrust 
should focus on areas with large absolute external costs, and on sectors which have 
a high percentag~ of external costs. The latter include the farm, feedlot; OMP, 
tannery and retail sec:tors. Conversely the wholesale and export sectors obtain most 
of their inputs from ~mthin the industry and it would be more difficult to reduce 
costs without reducing revenue in the sectors which supply these inputs. 

The external incomes fr')m sales to consumers outside the Meat and Livestock 
Industry, generated by each sector within the cattle industry are estimated to be as 
follows:-

% of % of 
ExteJnal Total $ per $ per Income 
Income Industry Head of Head Turned Which is 

Sector ($ m) Income Cattle Qff External 

Farm (incl. milk) 2,E-62 25.8 110.28 322.32 41.7 
Farm (excl. milk) 
Feedlet 9 0.1 0.37 1.09 1.2 
Abattoir 285 2.8 11.81 34.51 5.5 
OMP 411 4.0 17.03 49.76 86.2 
Tannery E06 5.9 25.11 73.37 100.0 
Wholesale 470 4.6 19.47 56.91 66.9 
Retail 2,607 25.3 108.00 315.66 100.0 
Export 3,269 ...a.11 135.43 395.81 100.0 
Total Cincl. milk) 10,320 100.2 427.52 1,249.55 51.6 
Total (excl. milk) 7,e58 74.2 317.25 927.23 

All of the external in,~ome generated from the cattle farm sector comes from milk 
sales. All o~her ext(~rnal income emerges further down the value chain when 
products are sold out ·)f the industry. The above figures do not necessarily indicate 
the sectors which have the most to gain from increased incomes because increased 
production or prices i:'l one sector can flow through to generate increased incomes 
further down the chain. 

The contribution by different products to the total external revenue of tp.e cattle 
industry is shown in Table ~. 

A AACM INTERNATIONAL 
DELIVERING PRACTICAL SOLUTIONS 
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TABLE 2 : CATTLE INDUSTRY: INCOME GENERATED BY EACH 
PRODUCTaJ 

Product Category Source External \ of Total $ pe,~ Head $ per Head Sector Revenue ($ m) Revenue of Cattle TUrned Off 

Milk Farm 2.662 25.8 \10.3 322.3 Boneless Beef Export/Wholesale 2.595 25.2 107.5 314.2 Retail Bee! Cuts Retail 2.172 21.1 90.0 263.0 Sausages. Mince. Smallgoods RetaillOMP 683 6.6 29.3 82.7 Export Beef Carcases Export 521 5.1 :!1.6 63.1 Other Recail Meats Wholesale 350 3.4 14.5 42.4 Rendered By-products Abattoir 295 2.8 11. $ 34.5 Finished Leather Tannery 252 2.4' 10.4 30.5 Salted Hides and Skins Tannery 197 1.? 9.2 23. ~, Wet Blue Hides Tannery 158 1.5 0.5 19.1 Pet Food OMP 156 1.5 ti. :; 18.9 Export Offals Export 143 1 .~. 5 . ~l 17.3 Live Cattle Exporc 131 1.3 '. ·1 15.9 Manure Feedloc 9 0.1 ".·1 1.1 Retail Offals Wholesa!e/Retail ? 0.1 1).3 O.~ Bones .. E='ac. Wholes.)·.e/Retai 1 :;.:} (I. 'j 0.1 

Total (including Milk) 10.320 100.2 £27.lj 1.249.0 Total (excluding Milk) ;,1)59 74.~ :·17. J 927.2 

at Totals may not add exactly due t.o rounding. 

16 

Table 2 highlights the importance of milk to the cattle farm sector with 26% of 
external revenue contributed from 10% of the total cattle herd. Retail beef cuts and 
meat~xports comprise 46% ofthe value of product flows from the cattle industry. 

A AACM INTERNATION.:AL 
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The total value, added for the sheep indu'stry (including wool) 1S estimated as 
follows:-

Value of outputs to other sectors 
Value of external outputs 
Total outputs from sheep industry 

Value of inputs from other sectors ' 
Value of external inputs 
Total inputs to sheep industry 

Value added (C - F) or m -E) 

(l-~) 

(El) 
(C) 

CD) 
(E:) 
(F') 

$ million 
1,822 
.5.J.24: 
6,946 

1,822 
.1..002 
6,623 

Wool production represented 80% of total sheep farmsecror income over the three 
year period covered by the model, down from 86% from the last update and reflects 
the collapse of the wool price and the abolishment of :he reserve price scheme. To 
remove the influence of wool in the same way as for milk in the cattle industry the 
model separates out prime lamb production from thE total sheep industry. The 
prime sheep flock consists of all ewes not mated to wool-type sheep, a percentage of 
rams based on this breakdown and all prime lambs. This Cl)mparison for the farm 
sector is shown below. 

Value of outputs to other sectors (A) 
Value of external outputs (B) 
Total outputs from cattle industry (C) 

Value of inputs from other sectors fa (D) 
Value of external inputs (E) 
Total inputs to cattle industry (F) 

Value added (C - F) or (B - E) 
(Operating Profit) 

fa Opportunity cost of flock 

A AACM INTERNATIONAL 

Total Sh,~ep 
$ Dillion 

606 
~. 

2,979 

82 
3.12{ 
4,370 

Prime Sheep 
$ million 

365 
231 
602 

18 
~ 
1,014 
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Each sector's contribution to total value added in the sheep industry is estimated as 
follows:.-

'1 alue Added %of $ per Head $ per Sheep 
Sector ($ m) Thtal of Sheep Turned Qff 

Farm (incl. wool) -227 -70.3 -1.64 -5.96 
Abattoir 176 54.5 1.27 4.62 OMP 88 27.2 0.63 2.31 
Tannery 25 7.7 0.18 0.66 
Wholesale 21 6.5 0.15 (l.55 
Retail 178 55.1 1.28 4.67 
Export -.62 n.2 DAQ .liE 
Total (incl. woo!) /a 323 99.9 2.33 8.48 

The external costs (i.e. cost of materials and services purchased 
outside the industr:r) incurred in each sector are estimated as follows:-

from sources 

%of $ per 
External Total $ per Head %of 
. Costs Industry Head of Turned Costs Which 

Sector ($ m) Costs Sheep ..QfL Are External 

Fann (inel. wool) 3,124 66.2 22.54 82.05 97.4 
Abattoir 392 8.3 2.83 10.30 42.7, 
OMP 183 3.9 ::'.32 4.81 59.7 
Tannery 120 2.5 0.87 3.15 47.8 
Wholesale 11 0.2 0.08 0.29 8.5 
Retail 675 14.3 4.87 17.73 60.8 
Export ~ ~ -l5A ~ .llil.fi Total (inel. wool) 4,719 99.9 34.04 123.94 71.3 

As with cattle, the main flow of funds out of the sileep industry occur in the farm, 
retail and abattoir 3ectors. Compared with the caLtle industry, the sheep industry 
has a higher proportion of costs which. are external (71% compared with 42%). 

A AACM INTERNATIOnAL 
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The external revenue (Le. income generated by s'ales to consumers outside the 
Meat and Livestock Industry) generated by each sector of the sheep industry is 
estimated as follows:-

External %of $ per $ per Income 
Income Total Head of HeadTumed Which is 

Sector ($ m) Income Sheep Qff External 

Fann (incl. wool) 2,373 46.3 17.12 62.33 79.7 Abattoir 46 0.9 0.33 1.21 4.2 OMP 343 6.7 2.47 9.01 86.6 Tannery 277 5.4 2.00 7.28 100.0 
Whole,s ale 35 0.7 0.25 0.92 23.3 
Retail 1,289 25.2 9.30 33.85 100.0 Export -ill -.lAJl ~ J.£L.Jm llli1Q Total (incl. wool) 5,124 100.1 36.97 134.58 73.8 

The contribution of different products to the total external Income of the sheep 
industry is shown in Table 4. 

TABLE 4 : SHEEP INDUSTRY: INCOME GENERATED BY EACH 
PRODUCT 

?rodlJcr. Category, Sour,=e Excerna 1 ~ ot "ocal " p.ar Head S per Head SecctJr Revenu~ (5 ml Ra"f:nue of Sheep Turned Of! 

Wool Fa ''Tr-IExport /Tannery 2.40(1 ~6 
., 17.31 6J.04 Reca il C::ucs Re!:a il 1.009 19 ., 7.:'7 26.47 Sausages unc Hince ill Reta i 1. iC~·!? H't B '. 3 .IJ~ 11.00 Live E:.:ports E:<pc rt 279 5 ~ :'.01 7.30 Carcases Expc rc 268 <; '. 1. ?3 7.04 Boneless Mea:: Expc rt/Wholesa Ie 220 4 J 1.59 5.78 Pec Food aMP 145 ~ d LOS J.81 Wool-on Tanned Skins Tanr..ary 1:'4 :. 4 0.89 3.26 Dried Skins Tanr..ery ;' 1 ~ 0.51 1. 86 Salted Skins Tann",I'Y 5(1 , 1 0.42 1.52 Ocher ?roduc::s b/ aMP 5~ 1 1 0.39 1. 42 Rendered By-products Abat::.oi~ 4£ 0 i O. )) 1. ~l Exporc OfL1l ExpeL!: ~ ... 'I J O. :: 0.26 Fellmongered Tam:",ry ,. 

0 ~ O.OB 0.29 ., 
Reca il Offal Wholesdle/Recail S I) 1 0.04 0.13 Bones and Fat WhQl~saleiHecdll O. '~ 0 :) O.lil 0.02 

Total ( incI. wool) 5,124 99 9 36.97 13 4.58 Tocal (excl. wool) 2.724 5) 2 19.65 71. 54 

£I Includes emulsified products from OMP seetor 
11/ Includes canned meats; continental products; cDrned, salted and roast meat; 

and meat pies. 

Table 4 indicates that wool is by far the major pro dud in t'ne sheep industry (47% of 
revenue, down 'from 62% in the 89/90 update) and that all ,)ther products can still be 
considered as co.-products of wool production. 

A AACM INTERNATIONAL 
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3.3 PHYSICAL INPUTS AND OUTPUTS 

21 

Tables 5 to 8 show the physical product flows within the Australian cattle and sheep 
industries and .the movements of products to consumers outside the industry. 
Figure 2, Section 2.2, describes the same input and product flows, but in a 
diagrammatic form. 

3.3.1 The Cattle hldustry 

The cattle model specifi~s 15 different outputs flowing between sectors and 17 
external outputs (products moving from . the industry to consumers). Several 
products fall into both categories, and several are a combination of products, e.g. 
"rendered by-products" ~.ncludes tallow (edible and inedible) and meat meal; 
"canned meats" includes a range of products; and "retail cuts" includes a mixture of 
different beef cuts. All physical measurements apart from the tannery sector are in 
DWT (dressed weight equivalents). The products included in the cattle model are 
quantified in Table 5 and described in Table 7. 

3.3.2 The Sheep hldustry 

The sheep model ~pecifies 11 different outputs flowing between sectors, and 15 
external outputs (products moving from the sheep industry to consumers). As in the 
cattle model, all physical measurements apart from the tannery sector are in DWT 
(dressed weight equival'~nts). The products included in the sheep model are 
quantified in Table 6 and described in Table 8. 

4-1\.. AACM INTERNATIONAL 
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TABLE 7 DESCRIPl'ION OF PRODUCTS FLOWING THROUGH AND 
OUT OF THE CATTLE VALUE CHAIN 

FeOOJo; Sl",,,. .lJghl 

OeMr By.produd. 

B. FINAL PRODUCT3 

Millt 

W<tBlu.eHides 

OeMrIldal. M_IOffaL. 

Malo cattle m::-vod outofthe fUlD •• Clar. Exdudo. in .. r·/'ann """",menta 
within the farm '<C!ar.A .. 1'11\0 csn:a.oo w.ioht.peciji"d .. """, .. lr (or 
•• ch of the 15 "'""no. 
Fetll4lo cattle ... b>ve. 

C.lve • ..,1d from the (aM,.""r. MaWr dorived fromda.,. hero.. 
Aw.tage alrc:ael! '''tiRht is ~pedfied separately (or ee.c:n o(the IS rep;ioru. 

:st.. .. ,oldhomlne f.nn !e<tOr eo feedloctt" eo be hel:lon reed for 
betw"Q 125-.300 days. AVet'l!lge 0l1'Ol.H we¥drt. 2042kg atcommenccment 
orf.ediz¥I 

St.e .. and heif.ru dostined for fe.dlota prtduc:irlj{ be.f(orthe do"",stic 
market. AveraRl ''31''Cl!H we~toC 1<49k$r atQJQU'rencementof(eeding. 
Held on f.-.d forb.tw .. n 7().llOdal'!. 

HeaVT Jot,.fed stefoD dcst.itwd (oreX'POrt ~at manc.etl (e,g.JapclnJ. 
Avera~ CBrt:B.1e \t'ek!;ht is 360kg 

~r Lx...(ed3tl~n andheuer. destined fordomestic reta.lllTlArXet3. 
Average O1I'C11SI: weidtt 210kg. 

Clti&d or froun l::orwL!ss meat other than manu(actunna: wacHs. 
Destined forsal~ en the wholesale. retail ancierport 5edDrs. 

Froun oonekS3 (:l,Ilout"aCOJrizuI; wade be-efmainly for ~xp'\n. tD USA. 
Some U:!f!d. (orI'l8u.'ta~. 'n\S~ and osl"lJ\ed foods. 

Chilled or froun llllntkli3 c:atT"a!l:U orqu.rters ,,(vArious .... 4it.tflta 8lill 
gracle,. Move ("C'rnthe ahactoltto butcher.s vi4 who~,alerordirertlf en 

supennarketa • .,ig:Uficanc.arrountexrorud fl'Gtit notably tD Kc..rew. 

COInrXl!rt.e 'PI"(XlU('l..Q3UI\Or)' cttmprusin&( aU tdible otriO. ~stined (or the 
whob",~·"tAti dlannel or to UJX)fU!D. Component.! includle he:oru. 
lc.idne,...tatLr.:-.d ooORUes. 

Oc.her",dibk abauDlr by.product.s ..... hi::h an!! prooe!lsed further in the Other 
M.o< P",c""ing\OMPl ,ector. COffi!'O .... = includ. beer che ..... moe. 
CBdlsv.:l. we,i.sard cr:eat. pet (oed.. 

Sedor msinly i"lt!t'{~nusa~s aoo Cilloer pro."r~~ed m-M.s C'ontait~ bt-r:{ 

nrmHin!vh.,,,( 

MOlnure aold from feetUotll 

~for mamJy heffsatl$8~! .nod otht:r t)l"Cr.les.ed n'ltRflln,JOtainln${ bo!t"r 
or tMinlrbeef!Jolct to the (1"otXl!l~~ i.ndulrtry. • 

s..( olfab and by.pmduca u.s.d in cannood.nd e<ho!r ~ .. t food!. 

~e(IUI~ incort'oe·.taoo 54k.ed nlCRL 

~feat proo.~d by who1esalen ta the (ood se~, indu.ru'y. 

n..f ,aWOl;<' .:Id miOO! pnxlu",d in bot<:her ohopa.suoennakret. or lioe 
OMP'OC!ar, ... t.:>i1.d lluoo"luupennarlr.." and boun.l'3. 

ExPOru ofmixec bH(offa~. 
CQrnro,j[l!ofbuIb ,tee~ COW'! heifeDandns!vtt.s~~rt.e-d(or:tls~~er . 

··SOUR(:E{S) ... :':DES~nOl'i{SF 
" . . . '.':' ,',. '.' .' " .. ,' .' .. '~'. 

Farm AbatlOir 
E"IlOrt 

Farm AbatlOir 
E"IlOrt 

Farm Abattoir 
E"IlOrt 

Farm F .. dlot 
E"IlOrt 

Farm Fe.dlot 

f'ep.dk!t Ahaanir 

F'e<ecUot Abartoir 

Abattcir \IIhG~.a1t 

R.!"il 
E"IlOrt 

Abattoir E"IlO1't 
Who\O .... 1e 
OMP 

,\bdaoiT Whole •• \o 
R. ... d 

E"""rt 

,\J:Ultwir \VOOte,.J.e 
R.! ... il 

E"""rt 
OMP 

AhHa.oir OMP 

A~a.oir Tan.rwry 

,\bItttoU" 'ro!llnn.tt')' 

U~IP R. ... d 

~'arm EJ;(J>ntal 

Fecc1kota Emrnal 

.\t)lf.ClI .. ir En.ernal 

IMP ElUmai 

)~IP E""roaJ 

·JMP External 

JMP Exurnal 

raltnerr En.emal 

fsrlll6ry External 

r~rr F.:2UrtlAl 

Nhole .. le & ... mal 

tetail Exu",,1 

-!trail E"",roaJ 

ZX"pOrt &xternAl 

::xP'lrt Ettsmal 

!:X'POrt E""",,1 

Zxrort External 

~=I't Extern.1 
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TABLES DESCRIPTION OF PRODUCTS WInCH FLOW THROUGH 
AMDOUTOFTHESHEEPVALUEC~ 

::; :·::::;::::·::::::r;.~:;·::::.·~::·::·:·:,:·::_ ".: -',:, . ' 
. ·DESCRIPTION 4: COMMENTS SOURCE{51 . '. DES:m.<ATION{SI 

..... 
: .. ',' . '. 

A.INTERMEDIA'IE 
PRODucrs 

Wethers a, d hogget. .old from Carm oector, Exclude. inter.Carm rarm Abattoir 
W.u...13 & Hogg<tJ mO'o/\!menlt and export welheralhoggeta. AVerage caraae weight. 

21"<:. 

Pn-~ Prime Iaml ~ a. abo ..... Avera~ carca", weight 1Skg. 
Farm Abattoir 

rarm Abat1<>ir 
Sh«pOthu Ca.t tOr ag" ewe. and ram. ",Id from 13rm •• c1<>r but exr:ludi~ 

inter.13rm 'tale •• Average carcase weight 21kg. 

rarm Export 
HerwyFeetkl3 Wet: ... ", a, d hoggell sold from the Cum .ector a •• hippen, mainly 

to the Mickl. ':",1. A1.o inch';'. sal. ofbreedi"ll.heep to export 
market.. } ",rage carease weight281tg. 

Abattoir Export. 
Boneb=Meal Chilled or t-ozen blnel~et mutton. mainly fOr 1M ex;::ort market. OMP 

Some u,ed for ,ausage', canned foods and petlbod. 

Abattoir Whole,ale Ca"",""" ChiUed or f'tJzen mutton or lamb carr:ae:ell or quarten. Destined te,r Retail 
retail mark'l either directly or VIa wholesalers. Corui&!rable Export 
amOlUll al!t) explrlcd. 

Abattoir Wholesale 
Otfol3 Compe,ite ,roduct c:l1egory compri.i"ll all edible "/fa" destined for Re~i1 

the "hole",I.·retail channel or to .xpert.". ComlXment. include O)'IP 
kicm,y, heart, tongue, brain.nd liver. Some used tOr ..... age. and Export 
canned Coo< or pet foed. 

at"'" By.pfO!l.ucl3 Other ab:l1:oir by·product, which are p""",ssed further inth. 
Abat",ir OMP 

Other Meal P""""sing (OMP) .. <tor. Compenent. ir.:lllde 'pleen. 
""sir.g. ane pet (oed. Abattoir Tannery 

Lamb.r.SheepSkiM 
:law 'heep & lamb skins. OMP Ret:lIl 

Sausages and Sf1UllJgo<xU 

:;'uoa~, a xl smallgoods contaiN",! mutton sold dire<:tly to 
'1~rmarkr·la. 

B. FINAL PRODUCTS . 
Wool Greasy .....-ot'11 delivered to broker Farm External 

Rend<n:d By.product3 .\feat. m~al. tallow. bone meal. blood meal etc. Abattoir External 

S<UaJgeJ .r. Smnllgo<xb S,lu.-agel a ld emallSl;tlOd, cont.airu~ mut~n ijold to the food 'il".:r.in~ 
IrxiUHUY iocluding C'CstauranLs. hotde, instiluliollll. (Lt .• 

O~IP Extenul 

Pe/Food MUllan use J in canned or other petfood O~fP External 

CaMedMea/ MUllon uae J in canned meat prtXl""" O~fP Extenul 

Wool-on Tanned Skin., Lamb and !:heep skins tant'\t:d with wr ... I"<ln. .Dt!stinCU fi~r oonlest.ic-
Jr eXplrt m uket. 

Tannory External 

SaltaiShi"" .:5a1lt:d anet"? and lamb aldr1:j expJrt.eU for thrther rJrr"<O!:lliin~. Tannery External 

Driai SlciTU ~rio<l sheer atxl 11mb .kina exp.'n.d 1<>, [urth-.r l>roo,.,,"'!. Tannery Exterrol 

Fel1·rrwngen:d ::'eU'lnong:et-ed ekina to ..... et blue St.1ge Tannery Ext.rrnal 

Othu &rtJjl Ca= IOffol3 Ca.n::15es at d otful" provi~d by wh:>lc:!31en tI) the iix<i ~rtiC'f"8 
:l".dustry inc luding rest.<:lurants, tlliliLutlonll t!tc •• 

Whole.ale F.xtemal 

&IaiJCUl:l . :Amposite ,.(table t'Uls. mainly lamb and some muUml. rebiJed by Retoil External 
Jutchers an::! supennarkela. E::cch.rle:! sau/!ages. miro:. otllils etc. 

SatlS<J€eS and Mince Sawages aid mince ront.a.injr.g mainJy lamb;:sOO ~ome mutton 

I 
RetoU EX!~rnal 

erod'lCed in butchers and ,upermarket. or the O~[P sec"'r sold In 

:he mtail 
i /Janele.. Meal 
I 2:qxJrt External 

8.'qXlrta ortoneless meat. nearly all mul~n. , 
I Ca=-
I Expert External 

5:xplrtlJ ofrlulton and lamb can:a&e. I Offol3 I F.xpert External 
;:;qx,rn ofeBa!. I LioeSha>.p I Expert External i Z:q:ort.a: of · .. ·etht!rs and J;.og:get.5 for slaughter and oth!r sheep tor 

! Jr~ding. 
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THE VALUE CHAIN FOR MEAT AND LIVESTOCK PRODUCTS 
MAIN REPORT 

4. PRIMARY PRODUCTION 

4.1 THE FARM SECTOR 

4.1.1 General 

26 

The farm sector is the most complex of the eight sectors included in the value chain 
model. Throughout Australia, the production processes differ markedly between 
regions, according to the balance between the beef and dairy cattle populations and 
between wool and prime lamb production. To allow the model to represent this 
complexity, the farm sector has been broken down into northern and southern zones 
(according to MRC's north-south demarcation) and IE regions (based on 13 ABARE 
Agricultural and Grazing Industry Survey regions).. Figun= 5 shows the location of 
the 13 ABARE regions. ABARE region 8 has been divided into northern and 
southern portions, and ABARE region 7 has bet;n divided into coastal and 
tablelands portions. Annex 3 relates the model's 15 regions to the ABARE regions 
and the ABS statistical divisions. The regions for t.he ccttle and sheep industry 
models are presented in Annexes 6 and 7. 

4.1:2 Livestock Populaltion and Production 

ABS farm census data for 31 March, 1992, 1993 and 19~)4 were used to compile 
livestock population data for the 15 regions. These darA are summarised in Tables 9 
(cattle) and 10 (sheep) and presented in full in Annexes 6 a::ld 7. Tables lla (cattle) 
and 12a (sheep) show livestock turnoff data and milk or w;)ol production for the 15 
regions. Tables lIb and 12b show turnoff data for beef cattle and prime sheep 
production for the 15 regions. Turnoff data refer to turnoff for slaughter or live 
export only. Movements between farms and \vithin or betwflen regions are excluded. 
While these movements sum to zero for the total industry, this assumption tends to 

over-estimate production in cattle fattening areas and under-estimate it in store
producing areas . 

Cattle 

The main conclusions which can be drawn from Table~ 9 an.:i 11 are:-

(i) Southern Australia has 52% of the total ,::attle herd and accounted for. 
54% of national turnoff but only 48% ofbeE{production. 

(ii) About 90% of milk production comes frc·m southern Australia which 
contains 89% of the national dairy herd .. 

(iii) The northern regions, Northern Wheat Sheep-North and North Eastern 
Mixed ranked first and second respectively in bE:ef production, with beef 
production in the north being 52% of the A:J.stra~ian total. 

A AACM INTERNATIONAL 
DELIVE,RING PRACTICAL SOLUTIONS 
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(iv) The two southern regions, Southern Wheat Sheep and Southern High 
Rainfall ranked third and fourth respectively in beef production and 
second and first in milk production respectively. 

FIGURE 5 : ]REGIONS OF THE ABARE AGRICULTURAL AND 
GRAZING INDUSTRIES SURVEY 

L Western High Rainfa;l 
2. Western Wheat Sheep 
3. Western Pastoral 
4. Southern High Rainfdl 

-~"'-"S':- 0\ 
r'~ (' ~ , 

C;~ 12 r Jf 
~."".-

, /'''-~ 

I 
11 I 

! 
i 

~:-----.. J-·l 
I 

5. Southern Wheat Sheep 9. North Eastern Mixed 
6. Southern Pastoral 10. North Eastern Pastoral 
7. Eastern High Rainfall 11. Central Pastoral 
8. Northern Wheat Sheep 12. Northern Pastoral 

13. Tasmania. 

Southern Regions: 1,2,3,4,5,6,7,8 (S of NSW-Qld borde::) and 13. 

Northern Regions: 8 eN ot'NSW-Qld border), 9, 10, 11, 12. 

N.ru&: The corresponding mod.ule code numbers are listed in Annexes 6 and 7. 

A AACM INTERNATIONAL DELIVERING PRACTICAL SOLUTIONS 
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TABLE 9 SUMMARY OF CATTLE POPULATION DATA IN VALUE 
CHAIN MODEL 

(Farm Sector) 

Ua ('000 boadl 

28 

Beef Dairy Total % \ :I:lImo f C' Subsector/Region Cattle Cattle Cattle al:!e! Dairy 
Total 21. 661 2.478 24.139 90 10 North 11.366 276 11.642 99 2 South 10.295 2.202 12.497 82 18 
Western High Rainfall 409 109 518 n 21 Western Wheat Sheep 

4~9 5 435 9', 1 Western Pastoral nl 221 100 Tasmania 458 155 613 ~" 25 . -Southern High Rainfall 2.467 1.091 3.559 6'i 31 Southern Wheat Sheep 2.6n 602 J. 2'39 'n 18 Southern Pastoral )73 3 375 '.1'.1 1 Eastern High Rainfall T 1. )30 sa 1. 38a 9~ ·1 Eastern High Rainfall C 6g8 171 ,,59 81) 20 Northern Wheat Sheep :0 1 ","'),) ., 1. 230 ~'? 1 .......... 
Northern Wheat Sheep N 2.646 74 ~.720 n 3 North Eastern Mixed 3.775 195 3.970 9S S North Eastern Pastoral 1.006 1. 006 iOO Central Pastoral 2. 6~9 2.629 100 Northern Pastoral 1. 310 6 1. 316 99 

sY Excludes inter-farm livestock movements within the farm sector. Ir:dudes live 
export. 

No. 'ODD \ 

8.259 34 
3.777 33 
4.481 36 

215 42 
151 35 

61 28 
234 38 

1.189 33 
1, 222 .1'" 

125 )~ 

~62 33 
~72 32 
551 45 

1. 286 47 
1. 291 33 

259 26 
711 27 
230 17 

TABLE 10 SUMMARY OF SHEEP POPULATION DATA IN VALUE CHAIN 
MODEL 

Model/SubsectcriRegion 

Total 

(Farm Sector) 

Total Sheep 
t '000) 

U8.61::! 

.~ ot' Hat.lng:~ 

to Wool 
Breeds 

76 

Western High Rainfall 1.879 0; 
Western Wheat Sheep 26,940 ~2 
Western Pastora 1 ).887 'n 
Tasmania 4.~56~) 
Southern High Rainfall 22.157 ~6 
Southern Wheat Sheep ~3.~53 65 
Southern Pasl:ora 1 8 . .lJ2}5 
Ea:;tern High Rainfall l' 6. 757 ,,~ 
Eastern High ~ainfall C 5~ ~4 
Northern Wheat Sheep S 7.17'3 7; 
Northern Wheat Sheep N 4.065 ':5 
North Eastern Mixed 2: 65 
North Eastern Pastot:"al 5.268 100 
Central Pastoral 3.953 100 
Northern Pastoral 0 0 

w Excludes inter-farm livestock movements within the farm sector. 
export. 

TllcOOfC' 
'000 

38,075 

1. 2J 5 
5 • .:s9~ 

5811 
948 

7.289 
15.039 
1. 545 
1,gaS 

2. 2~ci 
755 

4 
578 

, 437 
o 

Indudes live 

27 

66 
20 
IS 
22 
)) 
)4 
1:1 
29 
3.: 
32 
19 
Ie 
11 
11 
o 
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TABLE Iia SUMMARY OF PHYSICAL OUTPUTS FROM CATTLE FARM 
SECTOR 

Bulls Cows Total « &, EAc.r.prS Total Turnoff Milk Subsector Steers Hei fers Calves Heavy Light Turr:r,f f \ '000 T ( '(10)0 L) ( '0001 ( '0001 ( '000) ('000) ( '1)001 ( '0001 Dwrl 

Total 3,700 2,669 1, 089 00,; 195 8.~S9 1.720 8.943 North 2,134 1,256 149 1.7~ 59 3,777 894 917 South 1,565 1,413 940 ·'27 136 4.481 826 3.026 
~ 
Western High Rainfall a5 ci~ 46 lr; 4 ~15 41 4]2 Western Wheat Sheep 82 61 e n a 1St 33 22 Western Pastoral 29 19 1 :l 3 til 12 0.1 Tasmania 96 75 6J 234 44 418 Southern High Rainfall 215 377 41~ 136 45 1.189 187 J. an Southern Wheat Sheep 570 jS7 259 S t ..... :!. 22C :? ::57 Southern Pastoral 40 42 4 3l " 1 .:' ~7 Eastern High Rainfall T 127 151 4:. 107 J:-! 462 95 241 Eastern High Rainfall C 76 '?7 1)1 lol 4 27:! 47 726 Northern Wheat Sheep-Sth 245 140 17 1! t 37 SSl 119 J1 Northern Wheat Sheep-Nth ~o7 355 46 :,;.) ~5 1, ~9,; 316 :!4J North Eastern Mixed 698 492 90 '~ 1.291 311 652 North Eastern Pastoral 147 106 2~9 65 0.7 Central Pastoral 474 2:!5 711 157 0.7 Northern Pastoral 14A 78 2JO 47 21 

J.!! Excludes inter-farm liveswck m )vements within the farm sector. Includes live export. 

TABLE lIb SUMMARY OF PHYSICAL OUTPUTS FROM BEEF CATTLE FARM 
SECTOR 

Sulls Cows Total 
& '. ~~':>'4.:r.~s ToCul Turnof f M~lk Subsector Steers Hei fars ,:a t';es H~:."·v Li.:;ht 'I'Jrnof! ( '000 T ( 'oeD LI i 'onOI ( '0001 ; '000; •• ,":111)) ( '1)001 I' 0001 Clwrl 

Total J.58J 2.33:- ! vB r.Ou 195 6. 98~ 1,606 a North 
2.13~ 1.21~ ,13 : 7 I 59 ).oJ3 880 0 SO'.Jth 1.550 l.ll~ 12:- ·12 I 136 3.354 720 ,j 

, Re.<Jinn 
West.ern High Rainfall 94 ~t f'! ." H·: :6 0 Western Wheat Sheep 9~ ~O " fJ ! ~'= 32 f) Western Pastoral :!, 19 r;l 1~ 0 Tasmania 

~5 5. ., 1'-' )7 0 Southern High Rain:ull ~07 
,', ) , .;:. t;~-t US '" 
"', Southern Wheat 3heep 56'; JO'; .1C ~ '!l~ 19J C SOIJthern Pastoral 40 41 ), ~~4 27 0 Eastern High Rainfa 11 T 127 14:; " ~- ':: 432 9~ J • c' -. Eastern High Ra infa 11 C 75 74 1:- , ! 1132 47 a -J: No rt hern Wheat Sheep-5th :!.1S D9 1~ 

.. , 37 ~48 118 ,} ~ I, " Northern Wheat Sheep-Nth 666 34f 1A '.~': 5~ 1. 248 313 0 ._ North Eastern Mixed ';97 ..t60 !.:: ,j t. 18R 301 0 North Eastern Pastoral 147 1'):; ~S:! Go t) Cent!'al Pastora 1 474 :::.; 711 lSi :) Northern Pastora 1 148 2::- .17 fj 

J.!! Excludes inter-farm livestock m)Vements within the farm sector. Includes live export. 

A AACM INTERNATIONAL DELIVERING PRACTICAL SOLUTIONS 
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TABLE 12a SUMMARy OF PHYSICAL OUTPUTS FROM SHEEP FARM 
SECTOR 

Total Wethers & Prime Live Other Total TUrno f f Wool Subsector Hoggets Lambs Export Sheep TUrnoff ('000 T Produced ( '(00) ( '000) ( '000) (~ C '0001 OWl') (tonnes) 
Tota16,964 LJ,054 ~,935 

Rea.ion 
13,222 39,075 794 700,062 

Western High Rainfall 18 291 740 195 1. 235 )0 10,409 Western Wheat Sheep S) 1,071 1,491 2,7117 5,392 119 147,645 Western Pastoral 29 39 JSa 159 594 15 19,517 Tasmania 
:!45 Z76 )2 396 949 20 17,459 Southern High Rainfall 1,149 2,976 an 2, 27~ 7,2a9 154 111. all Southern Wheat Sheep 3,536 6,414 3,757 1,311 15,039 310 221.907 Southern Pastoral 290 210 1.0S~ t.54S 32 ~7.906 Eastern High Rainfall T 
~:!5 909 65) 1,995 39 27.163 Eastern High Rainfall C ) 11 S 20 0.4 216 Northern Wheat Sheep-5th 678 778 811) ~,:!66 44 35.616 Northern Wheat Sheep-Nth JOtl BO )~7 755 15 19.609 North Eastern Mixed 

2 4 0.1 82 North Eastern Pastoral 134 5 439 579 12 23,711 Central Pastoral 107 5 325 437 9 19.112 Northern Pastoral I) '0 0 0 0 0 0 W Excludes inter-farm livestock movements within the farm sector. (ncludt)s live export. 

TABLE 12b : SUMMARy OF PHYSICAL OUTPUTS FROM PRIME SHEEP FARM 
SECTOR 

Total 
Wec.h~r3 & Prime Live ether Total TUrnoff Wool Subsector Hogqets Lamb:; E:<port "hee;> TUrnof f ( '000 T Produced ( '('00) ( '01)01 1'0001 C '000) 1'000) Oh"I'l ( tonnes) 

Tocal- lJ.054 2,575 ,5. ti~9 286 lJ6.736 
Rea.ion 
'.-Iescern High Rainfall 29! S~ ))8 ),067 Western Wheat Sheep 1. 071 27) 1.)4 ~ 23 14.462 Western Pastoral J9 4 4~ 1 409 Tasmania 

:!76 ~.4 330 Ii 2.)90 Southarn High Rainfall 2.976 0") J.509 ~7 )1.15) Southern Wheat Sheep 6.41': 1, ~l j 7.~n 140 6b.9)9 Southern Past.ora 1 
210 :.J 2 (,3 5 ~.J74 East.ern High Rainfall T 
90~ 1 i'O 1. 069 ~O 7 •. 499 East.ern High Rainfall C 
" 13 0.2 77 Northern Wheat Sheep-St.h 778 ! :-0 ,,47 17 .7.467 Northern Wheat. Sheep-Nth 80 14 94 2 

, 796 Nort.h Eastern Mixed 
0 0 12 Nonh Eastern Pastoral 5 1 0.1 46 Central Pastoral 

Northern Pastoral 1 0.1 45 

w Excludes inter-farm livestock movements within the farm sector. ::ncludf.s live export. 

A.. AACM INTERNATIONAL 
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(v) The main beef.·producing regions in order of importance are:-

% of Total Beef(Inclucling Dairy) 

Northern Wheat Sh~ep . Nort~l. 
North Eastern Mixed 
Southern Wheat Sheep 
Southern High Rainfall 
Central Pastoral 
North Wheat Sheep - Sc-uth 

18.4 
18.1 
12.8 
10.9 
9.1 
6.9 

% Specialist Beef 

Northern Wheat Sheep - North 
North Eastern Mixed 
Southern Wheat Sheep 
Central Pastoral 
Southern High Rainfall 
North Wheat Sheep - South 

(vi) The main milk-producing regions in order of importance are:-

Southern High Rainfall 
Southern Whea ~ Sheep 
Eastern High R3.infall - Coast 
North EaBtern ~l!ixed 
Western High Rainfall 
Tasmania 

% of Total Milk 
43.5 
25.2 

8.1 
7.3 
4.8 
4.7 

19.5 
18.7 
12.0 

9.8 
8.6 
7.3 

31 

The north/south zcne~: in the cattle farm sector represent two livestock raising areas 
which are distinctly differEnt in character. Whilst all breeding, trading, growing, 
fattening and dairy productiqn enterprises are represented in both areas and almost 
all regions, the enterprise mix and production systems are quite different. In the 
north, herds are larger, beef producers are more specialised, export markets are 
more important, and Bos indicus breeds more numerous. In the south, beef 
production tends to be part of a mixed farming system or is a by-product of dairying. 

Greater emphasis i;3 pla(~ed on the domestic market and lighter carcases are 
produced from young~r animals in the south. The significance of the live export 
trade in the north is becoming more apparent \vith five percent of national turnoff 
being shipped. 

Sheep 

'. 
The main conclusions which can be drawn from Tables 10 and 12 are:-

(i) Southerr. .. Australia is completely dominant in sheep and wool 
produc~ic.n. It generates 98% of the sheepmeat and 91% of the wool 
output. 

(ii) The main prime lamb-producing regions in order of importance are:-

Southern Whea: Sheep 
Southern High Rainfall 
Western Wheat Sheep 
Eastern High Rllnfall - Tablelands 
Northern \Vhea: Sheep - South 

A AACM INTERNATIONAL 

% ofTQtal Lambs (No.) 
49.1 
22.8 
8.2 
7.0 
6.0 

DELIVERING PRACTICAL SOLUTIONS 
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(iii) Total sheepmeat production, including liVE) exports, is concentrated in 
the following regions:-

4.1.3 

% of Total Sheepmeat 

Southern Wheat Sheep 39.0 
Southern High Rainfall 19.4 
Western Wheat Sheep 14.5 
Northern Wheat Sheep - South 5.5 
Eastern High Rainfall - Tablelands 4.9 

Southern Wheat Sheep 
Southern High Rainfall 
Western vVheat Sheep 
Eastern Hi.gh Rainfall-T 
Northern Wheat Sheep 

(iv) The main wool-producing areas in order ofjmportance are:-

Southern Wheat Sheep 
Western Wheat Sheep 
Southern High Rainfall 
Southern Pastoral 
Northern Wheat Sheep - South 

External Inputs and Outputs 

%QfTQtalJ~ 

31.7 
21.1 
16.0 
6.8 
5.1 

49.0 
23.4 
8.0 
7.0 
5.9 

Tables 1 and 5 (cattle) and 3 and 6 (sheep) show that in both physical and financial 
terms the farm sector has its main linkages mth the abattoir Eector and the external 
environment (for outputs and inputs). External input costs for the cattle and sheep 
sectors are broken down into the cost categories used by ;he model and are shown in 
Table 13. An opportunity cost has been allocated to both cattl.~ and sheep industry. 
This is a change from previous RADIS updates. The opportuuity cost measures the 
cost associated mth running cattle or sheep as opposec to selling all the livestock 
and placing the receip4; in another form of investment. For this update a five 
percent investment rate has been used. 

TABLE 13 : EXTERNAL INPUTS PURCHASED BY T.H1~ FARM SECTOR 
($ million) 

Cattle Sheep 
Cost Item Total North South Total 

Pasture!Fertiliser 209 26 183 233 
Fodder 496 198 298 129 
Wages 409 145 264 334 
Freight 56 26 29 41 
Selling Costs 122 47 75 80 
Shearing and Crutching 0 0 \) 222 
Wool - Deductions 0 0 0 205 
Other Variable Costs 788 240 548 586 
Interest 561 190 371 381 
AMLCIMRC Levies 33 15 18 
Overhead Costs 11284 458 686 912 
Total 3,958 1,346 2,612 3,124 

A AACM INTERNATIONAL DELIV'ERrNG PRACTICAL SOLUTIONS 



I . . 
I~ 

I 
I 
I-
I 
I 
I 
II 

I . 
~ 

r 
I 
I 
I 
I 
I 
I 
I 
I 
I 

---
"I: 

.-

Ttm VALUE CHAIN FOR MEAT ANI) LIVEsTOCK PRODUCTS 
MAlNREPORT 33 

Pasture and fertiliser costs include expenditure on pasture seed and legume 
inoculant, fertiliser and chemicals, and associated freight. This cost does not include 
costs for cropping activities. 

Payments for -fodder inclc.de purchases of livestock feeds, fodder and fodder 
supplements, and all associated freight. 

Shearing and crutching inchdes costs such as shearers' wages, meals and electricity 
associated with shearing sheep. 

Wool deductions include the vanous components of the Australian Wool 
Corporation's (AWC) tax on wool. 

Other variable costs include payments for electricity and other services, fuels, 
contractors (e.g. mustering, f~tc.), repairs and maintenance. 

Wages include all expenditure on farm labour, including managers. 

Livestock freight indudeE cartage and other charges associated with the 
transportation of livestock t.o the point of sale in other sectors and the inter-farm 
movement of stock within the sector . 

Livestock commission includes the cost of commission, insurance, and handling 
charges on the sale of livestock or wool. Interest includes the interest on debt and 
working capital. Levies on the sale oflivestock (AMLCIMRC) have been included in 
this sector for cattle but not for sheep, as these are collected at the point of 
slaughter. Overhead CDSts include expenses such as rates and taxes, water charges, 
insurance, postage, tdephe,ne, accountancy, farm consultancy, legal fees, office 
supplies and sundrie~. 

In the cattle industry the farm sector purchases $4.0 billion worth of inputs from 
sources external to -thl~ industry. This is 55% of the total value of external cattle 
industry inputs. In the she~p industry farm sector external inputs are $3.1 billion 
which is 67o/t:J of total sheep industry external inputs. Overall, the farm sector 
purchases $7.1 billion in inputs for cattle and sheep production. 

..A. AACM INTERNATION-4JJ 
DELIVERING PRACTICAL SOLUTIONS 
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Cattle 

34 

The total value of outputs from the farm sector attributable to cattle is $6.38 billion, 
of which $3.22 billion is livestock supplied to the abattcir sector and $2.66 billion is 
milk. About.$431 million wOlth of livestock are sold to the fe€!dlot sector and exports. 
are valued at $73 million. Table 14a and 14b summari3e the cattle farm sector and 
beef cattle farm sector costs, incomes and value added on a regional basis. The main 
conclusions are:-

(i) Total inputs purchased by the farm sector In the south are nearly 
double (194%) those purchased in the nortI· .. 

(ii) In the cattle industry the main input purchasing regions In order of 
importance are:-

Southern High Rainfall 
Southern Wheat Sheep 
North Eastern Mixed 
Northern Wheat Sheep - North 
Eastern High Rainfall - Tablelands 

% of Tot 3.1 Inp11t Value 
20.2 
19.7 
13.9 
11.8 
7.4 

(iii) Total purchase inputs for the beef farm sector Vlere $1.056 billion less 
than for the total farm sector. 

TABLE 14a . SUMMARY OF FINANCIAL RESULTS FOR CATTLE FARM . 
SECTOR 
($ million) 

No. of Ino"c ~ Feom rll1r;'Blr Cj To Val.,e 
Caetle ')r:het" !a Or.her Value Added! 
( '(00) Se''''r..o[''s E:-:terna 1 Tor;,,) S'?Cc.o["'z EXt-erOilL ,!,'It.~ 1 Added Head (S) 

TOeal ~4. 139 .! 1:: J~9S7 ~.370 J.7:!u :!. ~I)Z ~ 382 ~. 012 83 North 11.642 162 i.J4~ 1. 508 1. 952 19'~ 
., 

~"il 744 6~ Souch 12.497 ':50 ~.';l~ 2. 06:: 1. 7r~7 :. :63 .\ :30 1. 268 101 

~ 

"'1',-, 'Aest.ern High Rainfall 518 1 ! 1G7 11':' 87 l36 105 ~OJ Western Wheae Sheep OS 9 67 "jf!. !;9 7 7" (0. ~l III Western Pastoral ::!21 2 :!.! 2..: ~7 O.O~ 2d J 15 Tasmania 613 1~ 139 151 BS lO~ 190 39 64 Southern High Rainfall J.559 84 800 8ij4 402 1. ')95 1 0197 612 172 Sou chern Wheat Sheep 3,~99 68 781 849 467 odO 1 147 298 90 Southern Pastoral J75 5 49 54 58 J 61 8 20 Eastern High Rainfall 
- Tablelands 1. Ja8 2) 291 )1': 207 82 :!90 (26) (191 Eastern High Rainfall 
- Coast 860 14 135 149 99 ~4a J41) 197 229 Northern Wheat Sheep 
- Soueh 1. 2JO 21 ~U 240 26) 10 274 J4 27 tlorthern Wheae Sheep 
- Noreh 2.720 ~5 4ti5 510 70J 79 7112 271 101) North Eastern Mixed 3.970 66 550 611> 6';8 :13 BBO 264 67 North Eastern Pastora 1 1.007 11 a7 98 140 (I.::! 140 42 42 Central Pastora 1 2.629 27 168 195 J38 0.2 1)8 144 55 Norehern Pastora 1 1. J 16 :4 7~ SA 104 7 t:n ~2 17 

fa Includes opport"\?-nity cost of the cattle herd 

A AACM INTERNATIONAL DELIVERING PRACTICAL SOLUTIONS 
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TABLE 14b : SIDdMA,RY OF FINANCIAL RESULTS FOR BEEF CATTLE 
FARM SECTOR 

($ million) 
No. of InplJts ErQm Outouts :rc Value 

Cal.tle Other la Other Value Addedl ( '1;00) Sectors External Total Sectors E}:ternal Total Add<!d Head (S) 

Total 21.661 334 2.901 3.235 3.486 0 3.4.96 251 12 North 11. J66 155 1.215 1.370 1.n3 0 1. 923 553 49 South 10 295 179 1. 686 1. 865 1,563 0 1. 563 (302) (29) 
.8.eW.an 
Western High Rainfall 409 a 63 71 78 0 78 7 17 Western Wheat Sheep 429 8 66 74 158 0 68 i 6) (13) Western Pastoral ~21 2 22 24 27 0 28 3 15 Tasmania 45!1 8 85 93 7j 0 73 (20) (43) Southern High Rainfall 2 467 49 3% 445 302 I) 302 (143) (58) Southern Wheat Sheep :! ri97 49 509 SS8 4l~ i) 41: I! '. 1 '~4) Southern Pastoral 373 5 48 S3 58 0 ~8 :5 Eastern High RainEall 

- Tablelands 
Eastern High Rainfall 

1 .)30 20 1n :"!12 :!'Jl 0 201 {lO) (6) 
- Coast. riAO 10 99 10~ 60 0 80 (29) (42) Northern Wheat Sheep 
- South 1 222 :!O 206 226 :!6:! 0 262 )~ 29 Northern Wheat Sheep 
- Nonh , 646 43 447 4:)0 695 0 095 20·1 77 North Eastern Mixed )" 775 00 44~ 502 0.17 0 647 US 38 Nonh Eastern Pascoral 1 006 11 ·n ~8 1·10 tl 140 42 4~ Central Pastora 1 2 ti29 27 16-1 l'JS 33B .) 336 144 55 Northern Pastoral 1 no 14 71 €5 103 0 103 18 l~ 

a/ Opportunity cost of the cattle· herd 
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(iii) In the cattle industry the regions which sell the largest value of outputs 
to other Bector:; (i.e. feedlot, abattoir, export) are, in order ofimportance:-

Northern Wheat Sheep - North 
North Ea:,tern IYlixed 
Southern Wheat Sheep 
Southern High 3.ainfall 
Central Pastoral 

% of Total Faun Quwut Value 
to Other Sectors 

18.9 
18.0 
12.6 
10.8 

9.1 

These are the regions in which cost-reduction measures would have the greatest 
impact, and where ·~fforts to. boost production would have the greatest impact on 
downstream industry sec:ors. It is notable that the Southern High Rainfall and 
Southern Wheat Sheep regions together produce about 40% of total farm sector 
output value, but thl~ir contribution of inputs to the downstream sectors is only 23% 
and reflects their contribution to dairying. 
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Sheep 
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The total value of outputs from the sheep industry is $2.98 billion, of which $2.37 
billion is wool and $606 million is livestock products. Tables 15a and 15b 
summarise ~he sheep farm sector's costs, income and value added on a regional basis 
for both the whole sheep industry and the prime sheep industry respectively. The 
main points are:-

(i) In the sheep industry the main input purchas;.ng regions in order of 
importance are:-

Southern Wheat Sheep 
Western Wheat Sheep 
Southern High Rainfall 
Northern Wheat Sheep - South 
Southern Pastoral 

% of Total Input Value 
41.9 
19.8 
l4.2 
4.7 
4.4 

Cii) In the sheep industry the regions which sell the l.argest value of outputs 
to other sectors (i.e. abattoir, export) in order of importance are:-

Southern Wheat Sheep 
Southern .High .Rainfall. 
Western Wheat Sheep 
Eastern High Rainfall - Tablela,nds 
Northern Wheat Sheep - South 

% of Total Output Value 
to Otl-.er ~tors 

·t4.1 
:21.9 
l2.0 
5.3 
5.0 

4.1.4 Cost of Producing Beef and Sheepmeats 

The average cost (including opportunity cost of the cattle on far~) of producing beef 
when factoring out the costs associated with dairying (Table 14b) is:-

Beef $2.01 per kg. dressed weight. 
[Note this is different to how the last update (April 1993) calculated average cost, 

where an ~llocation of costs were proportioned through revenue contribution.] . 

The average cost (inciuding opportunity cost of the eheep on farm) of producing 
sheepmeat was worked out by weighting the costs ass·)ciated \\rith wool production 
in proportion to revenue contribution and is as follows:-

Sheepmeat $0.82 per kg dressed weight. 
[Note this figure is worJ.ted out the same way as the last u.pdate (April 1993).] 

Regional variations in beef and sheepmeat production costs, adjusted to exclude 
mil~ and wool production costs, are shown in Table 16, 
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TABLE 15a : SUMMARY OF FINANCIAL RESULTS FOR SHEEP FARM 
SECTOR 
($ million) 

No. of Toput S COram Qqroprc: To Value 
£heep Other Other Value Added/ 
('000) ,ectors External Total Ser.tors External Total Added Head (S) 

Total 139.312 82 3.124 3.205 ';06 2.373 2.979 (227) (2) 

Re.airul 
Western High Rainfall 
Western Wheat Sheep 
Western Pastoral 
Tasmania 
Southern High Rainfall 
Southern Wheat Sheep 
Southern Pastoral 
Eastern High Rainfall 

- Tablelands 
Eastern High Rainfall 

- Coast 
Northern Wheat Sheep 

- South 
Northern Wheat Sheep 

1. 879 
26.946 

3.887 
4.256 

22.157 
43.853 

e.332 

6.757 

58 

7,179 

- North 4.065 

1 
16 

1 
2 

16 
28 

5 

0.03 

North Eastern Mixed ~2 0.01 
North Eastern Pastoral 5.268 1 
Central Pastoral 3.953 1 
Northern Pastoral 0 

fa Opportunity Cost of ~3heep jock 

36 
619 

49 
94 

44) 
1.308 

139 

128 

147 

7S 
0.3 

61 
28 
o 

37 
634 

49 
96 

459 
1.)36 

143 

132 

151 

77 
0.3 

62 
29 
o 

21 
73 

9 
12 

133 
267 

18 

0.4 

3D 

.; 
0.05 

3 
3 
.) 

34 
471 
SI 
67 

387 
767 
163 

115 

119 

~7 

0.3 
74 
55 

() 

5S 
544 

60 
79 

S20 
1.034 

181 

147 

150 

73 
0.) 

78 
sa 
o 

18 10 
(90) (3) 
10 3 

(17) (4) 
60 3 

(301) (7) 
38 5 

1~ 

o.:! .3 

1 (0.2) 

(4) (1) 
0.07 3 

15 3 
29 7 

I) 0 
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TABLE 15h : Smv.IMARY OF FINANCIAL RESULTS FOR PRIME SHEEP 
FARM 

SECTOR 
($ million) 

No. of IODuts ~'com OJltDlIl"S T? Value 
SheeD Other la Oth;:,r Value Addedl 

-------____ ....l( '0001 ,ectors E:<terna! TOtdl Sect~~3 :::~ternal Total Added Head (S! 

Total 

Western High Rainfall 
Western Wheat Sheep 
Western Pastora 1 
Tasmania 
Southern High Rainfall 
Southern Wheat Sheep 
Southern Pastoral 
Eastern High Rainfall 

- Tablelands 
Eastern High Rainfall 

- Coast 
Northern Wheat Sheep 

- South 
Northern Wheat Sheep 

,27. :: 51 

554 
2.O}9 

~6 

583 
5.174 

1. abo 

21 

1. 505 

18 

0.3 

o 
0.3 

4 
9 

0.2 

0.01 

995 

12 
131 

1 

15 
145 
596 

7 

40 

Q.S 

1. 014 

13 
lD 

1 
1'; 

149 
605 

7 

·1 i 

u.s 
45 

" -, 

J.J 

237 

2J 
1 
5 

54 
116 

4 

10 

0.2 

13 

50::! 

1~ 

49 

142 
299 

10 

40 

0.5 

32 

(412) (15) 

(11 (~) 

(84) : 3: I 
0.4 
(4) (6) 
(e) (1) 

(305) [~J) 

J 7 

(1; (0.3) 

0.01 0.5 

(13) (81 

- North ISS 0.1 oS I) (~) (10) 
North Eastern Mixed 3 a a.04 0.') v".i IJ.O~ 0.06 0.02 8 
North Eastern Pastoral 10 a 1).1 (). O. iJ.1 0.2 0.1 5 
Central Pastoral 10 a 0.1 O. O. 0.1 0.2 0.1 10 
Nort hern Pastora 1 a __ ·..:o ___ __.:()~ ___ ..:...... __ _=_ ____ .:.o ___ __=o=__ __ ...:o:......:. _ __.:o=__ ___ _ 
fa Opportunity Cost of Sheep :Jock 
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TABLE 16 : ESTIMATED COST OF PRODUCING BEEF AND 
SHEEPMEATS BY FARM REGION (1991/92 - 1993/94) a/ 

$ perke-DWP 
----------------________________________ ~B~ee,f Sheepmeat 

Total 
North 
South 

Western High Rainfall 
Western Wheat Sheep 
Western Pastoral 
Tasmania 
Southern High Rainfall 
Southern Wheat Sheep 
Southern Pastoral 
Eastern High Rainfall - Tablelands 
Eastern High Rainfall - Coast 
Northern Wheat Sheep - South 
Northern Wheat Sheep - North 
No.rth Eastern Mixed 
North Eastern Pastoral 
Central Pastoral 
Northern Pastoral 
aJ Includes opportunity cost of beef herd and sheep flock. 

4.1.5 Value Added 

Cattle 

2.01 
1.53 
2.57 

1.97 
2.3t 
2.0') 
2.5l 
3.22 
2.8~j 

1.913 
2.30 
2.32 
1.92 
1.57 
1.6'7 
1.4i3 
1.24 
1.81 

0.82 

0.47 
0.72 
0.49 
0.73 
0.76 
1.11 
0.44 
0.74 
1.00 
0.69 
0.42 
0.50 
0.20 
0.17 
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Table 14a shows that the cattle farm sector generates a total value added of about 
$2.0 billion which is equal to:-

$ 83 per head of cattle in the national herd, 
$ 244 per head turned off, and 
$ 1.17 per kg dressed weight produced. 

When milk and milk production costs are excluded, tota:, value added falls to about 
$251 million or:-

$ 12 per head of cattle in the national bed herd, 
$ 36 per head turned off, and 
$ 0.16 per kg dressed weight produced. 

On a regional basis the main contributors to total value added in the cattle farm 
sector and the beef cattle farm sector are:-

A AACM INTERNATIONAL 
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% of Total Value A6.dcl % of Total Value Added-Specialist Beef 

Southern High Rainfall '30.4 
North Eastern Mi:leci 23.3 
Northern Wheat E'heep - North 9.9 
Southern Wheat 8heep 9.8 
Eastern High Rainfall- f~oast 9.5 

Sheep 

North Wheat Sheep - North 81.3 
North Eastern Mixed 57.8 
Central Pastoral 57.4 
North Eastern Pasoral 16.7 
North Wheat Sheep - South 14.3 

Table 15a shows that the sheep farm sector produced a negative total value added of 
about $227 million which is equal to:-

$ -2 per head of sheep in the national flock, 
$ -6 per head turned off, and 
$ -0.29 per ks dressed weight produced. 

After making an adjustment for the costs and income from wool production, total 
value added falls to negative $46 million which is equal to:-

$ -0.3 per h~ad of sheep in the national flock, 
$ -1 per h~ad turned off, and 
$-0.06 per kg dressed weight produced. 

On a regional basis the oain contributors to total value added in the sheep farm 
sector are:-

Southern High Rainfall 
Southern Pastoral 
Central P 3.storal 
Western High Rainfall 
North Eafltern Pastoral 

Total Value Added ($millionl 

60 
38 
29 
18 
15 

The Southern Wheai. SheEp region with 32 percent of the national flock recorded the 
largest negative vall: e adding (-$301 million). 

4.2 THE CATTLE FEEDWT SECTOR 

4.2.1 General 

The cattle feedlot se::tor has again grown in significance since the last update. The 
feedlot sector prodlif~ecl 10% of turnoff produced, 14% of the quantity (in dressed 
weight terms) and 1B% of the value of beef produced ill Australia. 

A AACM INTERNATIONAL DELIVERING PRACTICAL SOLUTIONS 
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The feedlot sector has been divided for analytical purposes into two subsectors, 
domestic and export. The main characteristics of these subsectors are:-

Average 1991/94 throughput COOO head) 
Average weight in (kg dwt) 
Average weight out (kg dwt) 
Average days on feed (No.) 
Feed consumption per day (kg) 
Total feed consumed per head (kg) 

DomeBti~ 

194.9 
15l.0 
210 0 
75.0 
91 

6800 

Exwrt 
605.6 
242.0 
360.0 
130.0 

11.7 
1520.0 

The cattle feedlot sector, although rurally based, differs from the farm sector in a 
number of important aspects. It is mainly under corporate as opposed to individual 
control; foreign ownership is common; vertical integration \vith the processing and 
marketing sectors is strong; and it is much more profit oriented than the farm 
sector and adopts technology rapidly. 

4.2.2 Linkages With OtheJr Sectors 

Tables 1 and 5 show that in physical and financial terms the feedlot sector has a 
backward linkage to the farm sector through the purchase of $431 million worth of 
feeder cattle, and a forward linkage to the abattoir :,ector through the sale of 
finished cattle valued at $721 million. External outputs from manure sales total 
about $9 million. Inputs from external sources total e:bout $246 million, 87% of 
which is feed:' The major difference since the last update is th,~ increased number of 
cattle being fed for the export market (76% 91194 compared w.:th 55% 89/90). Table 
17 breaks down the external costs for the two beef feedlot subs;;ctors. 

TABLE 17 : EXTERNAL INPUTS PURCHASED BY THE CATTLE 
FEEDLOT SECTOR 

($ million) 

Cost Item Totalw % of Total Export Domestic 
Cost Subsecr.or Subsector 

Processing - Intake 7.7 3.1 6.3 1.4 
Processing - Exit 0.8 0.3 0.6 0.2 
Feed 212.9 86.4 189.5 23.4 
Grain Processing 7.5 3.0 6.6 0.8 
Roughage Processing 1.3 0.5 1.2 0.1 
Feeding Out 3.2 1.3 2.8 0.4 
Suxveillance 2.2 0.9 1.8 0.4 
Repairs and Maintenance 3.2 1.3 2.6 0.6 
Administration 4.0 1.6 3.2 0.7 
Overheads 3.7 1.5 3.0 0.7 

Total 246.5 99.9 217.7 28.7 
1.!1 Differences due to rounding. 

A. AACM INTERNATIONAL 
DELIVElUNG PRACTICAL SOLUTIONS 



I~ 

I' 
'I 
'I 
I 
'I 
I 
I 
I 
I 
i 
I; 
I '-. 

.J: 

I 
:-

I 
'I 
I 
'I 
I 
I 

THE VALUE CHAIN FOR MEAT AND LIVESTOCK PRODUCTS 
MAIN REPoRT 41 

Processing costs include labour and machinery costs associated with the intake and 
exit of animals from feedlots." Feed costs include paymem:s for grain, roughage, 
vitamin and mineral additives and freight costs associated with delivery. Grain and 
roughage processing costs include costs of hammer milling and mixing feed. Feeding 
out includes costs of labour and machinery. Surveillance includes costs of labour 
involved with daily observation and veterinary care of animals. Repairs and 
maintenance includes expenses for maintaining feedl.Jts in good working order. 
Administration includes labour costs associated with bookkeeping and other 
managerial tasks. ' . Overheads include interest on debt and working capital, 
electricity, water, etc. 

The two feedlot subsector models - domestic and export - represent commercial 
feedlots whose sole activity is cattle finishing. The models do not reflect 
"opportunity feedlots" which are usually part of mixed fanning activities and do not 
have the same cost structures as large commercial feedlots. 

Table 18 shows the physical and financial transactions for lo(~al and export feedlots, 
and demonstrates the importance of the export feedlots. EXfort feedlots use 88% of 
the total inputs by value, 76% of the feeder stock, 89% of the ::eed, and produce 84% 
of the total beef and generated 85% of the total income. This suggests that R&D 
investments for the feedlot sector should mainly target E-Xport feedlots. 

Table 18 also shows that the feedlot sector uses ,about ~,054,')OO tonnes of feed and 
therefore represents a significant customer of the grains inciu:,try. 

TABLE 18 : SUMMARY OF PHYSICAL AND FINANCL\L RESULTS FOR 
CATTLE FEEDWT SECTOR 

A.. PHYSICAL 
rnPllts 

Subsect.or 

Total 
Local feedloc 
EXDOrc Feedlot 

B. E"INANCIAL 
Cattle 

Subsector 

Total 
Local feedlot 
E:<oot"c feedlot 

($ 

_______ . ~~~I.~"--__ ~---
~aeders Feeder~.:; ~eed r.ocal Lut Exporr:. :".r. !,j1:..:';:F .. j We 1 'lbr- "QQQ it 

(tI.j. 'oonl 1'000 C 0'0/'1'\ It '0001 Fed /'00(\' fp.r!, ".0'" L,:.:,: E>:oot"t ToC·,l 

796 
194 
603 

millionl 
100lll" 5 t:'CQm 

Throughput 
( '0001 

796 
194 
603 

176 
~9 

147 

Other 
Sectot"s 

431 
68 

363 

1. OS4 
~j3 

921 

External 
246 

29 
21~ 

1~5 

t)1 11"IJ:' lI"S'T'Q 
Ocher 

Tocal Seccors 
678 721 

')7 107 
Sa0 ';14 

E:<':.e: rl-31 

·11 
41 

Value 

'locol 
730 
109 
622 

::!17 

ValUe 
Added 

52 
12 
41 

~S8 

41 
258 

Added! 
Head ($1 

66 
60 
68 
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4.2.3 Cost of PrO.dlllction 

The cost of producing beefin feedlots is estimated as follows:-

Average weight in (kg dwt) 
Average weight out (kg dwt) 
$ per kg in 
$ per kg out 
Beefproducec per head (kg dwt) 
Total feedlot (osts}Br head ($) 
Total costs pe:;:- incremental kg ($) 

(excluding purchase price) 
Total costs pe:r kg ($) 

(including p'JrchaE.e price) 

4.2.4 Value Added 

151 
210 
2.3~! 

2.G3 
59 

148 
2.51 

Export 
Feedlot 

242 
360 

2.48 
2.83 
118 
361 

3.06 

2.68 

42 

Table-I8 shows that. the :Eeedlot sector contributed a total average value added of 
about $53 million per year between 199JJ92 and 1993/94. This is only 2% of the 
total cattle industr:r value added, although further value is added to feedlot
produced carcases in downstream sectors. Almost 78% of the value added comes 
from export feedlot;; where value added is about $68· per head ($209 89/90) 
compared with $60 per head ($42 89/90) for local feedlots. The change indicates how 
the margins have na:rowed significantly in the export feedlot sector. 

...A.. AACM INTERNATION1L DELIVERING PRACTICAL SOLUTIONS 
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5. PROCESSING SECTORS 

5.1 THE ABATTOm SECTOR 

5.1.1 Introduction 

43 

Most abattoirs in Attstralja process both sheep and cattle, and a number process 
pigs as welL The exceptions are the large northern beef export abattoirs and a small 
number of sheep - only abattoirs in south-eastern Australia. The value chain model 
estimates separate C0Sts E,nd returns for processing sheep and cattle. Sheep and 
cattle slaughtering are therefore analysed as separate activities even though the.y 
are often carried out in the same abattoir. 

The abattoir sector experiences widely fluctuating fortunes depending on the 
difference between livestoek and meat prices. The model provides a picture of the 
situation in 1991f92 - 1993/94 which is not necessarily representative of the total 
industry situation oy=r a longer period. 

There are three typef of abattoirs processing livestock for human consumption:-

(i) Export abattoirs, licensed and supervised by the Australian Quarantine 
Inspection Sen'ice (AQIS) of the Commonwealth Department of Primary 
Industry and Energy (DPIE). Export abattoirs .are automatically 
approved to supply meat for Australian consumption in all States. 

(ii) Local ab::lttoirs, constructed in accordance with the Australian Code of 
Practice for Construction and Equipment of Abattoir:s and operated 
under thE! supE·rvision of meat i,nspectors employed by the various State 
authoriti(~s. LO,cal abattoirs complying with the Code are registered as 
Approved Interstate Trading Establishments and are free to trade in all 
States. 

(iii) Local abattoin, approved and licensed by State authorities to process 
livestock for local (within State) consumption only. 

5.1.2 Cattle Abattoirs 

The cattle abattoir sector can be divided into two subsectors - export abattoirs (cattle 
only and mixed cattl=/she~p) and mixed domestic cattle/sheep abattoirs. The small 
local abattoirs (slaughterh,)uses) are not significant \yith respect to total throughput, 
and do not warrant i::lclusion in the cattle model. The sheep component of the mixed 
bee£lsheep abattoirs) s discussed separately under the sheep model. 

For the purposes of the 1991/92-1993/94 update expert and domestic cost figures 
have been derived from rt-!cent benchmarking studies undertaken by the MRC for 
both cattle and sheej,. 

AAACM INTERNATIONl-L DELIVERING PRACTICAL SOLUTIONS 
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Export Abattoirs Processing Cattle Only 
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Almost all export abattoirs use on-the-rail dressing systems, wit:~ the hide removed by 
mechanical hide puller, and employees working from fixed posdons along the. chain. 
The type and number of hide pullers, the arrangement of associated equipment, and the 
number of slaughtermen which can be accommodated on the chain, determine plant 
production rates. 

The capacity of Australiap export beef plants ranges from around 200 head to over 1,200 
head per day. The average capacity ofthe majority ofplant!i is about 400 head per day. 

A "tally" system is used to determine the number of slaughterme!l employed on the 
chain for any given daily throughput. The tally for a plant is influenced by the layout of 
the dressing floor and its equipment. For example a beef dT':;sslng floor using an upward 
hide puller has a different tally to that of a floor using a downward hide puller. 

In the model, data has been collected from a number of sites operating under various 
award and tally agreements_ A tally system for the boning room is also in operation in 
Australian sites, with sides of beef assigned tally based on v.-eight 

Mixed_Domestic Beef/Sheep Abattoirs Processing Cattle 

A few of the 160 larger domestic abattoirs have daily capacities as large as some of the 
export abattoirs. However, a more typical example of a larg~ domestic abattoir is a daily 
kill in the order of 120 to 140 head of cattle and 1,200 tCI 1,40) smallstock, with the 
smallstock kill including sheep, lamb, pigs and, in. some plants, goats. In some cases 
these larger domestic abattoirs are publicly-owned operations. 

The major difference between the export and the large doml~stic abattoirs is that 
domestic abattoirs usually sell bone-in carcases. This reduces th.~ need for large boning 
rooms and extensive freezing systems. Also, some of the trade is :)il the basis of a fee for 
service with the abattoir retuming the carcase, edible offc.l and hide to the owner for 
marketing. As a result of a reduced level of activities, mOEt domestic abattoirs tend to 
have smaller boning room, freezer and by-products operations. This is reflected in a 
lower use of services and a smaller labour force. 

The operation of all domestic abattoirs is controlled by the releva.nt State Authorities. 
This can extend to limiting the daily, weekly or monthly pr,)duction to a figure specified 
in the operating licence by the Authorities. 

Licensing systems for the construction and operation of ;3.battclirs are in force in all 
States, but there has been a recent trend towards a relax~tion of the previously rigid 
licensing conditions and many public (State-owned) abattoirs arl~ now privately owned 
and operated. In considering t.he capacity for the mixed dorneE-tic beef/sheep abattoir 
model, an allowance has been made for these changes by sele:~ting a slightly higher 
throughput of200 head of cattle and 1,200 smallstock per day. 
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External Inputs 
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Table 19 illustrates the break down of external costs fOT the two types of abattoirs. 

Labour costs include manning for yards, slaughter floor, boning Toom, by-product 
handling, administrative duties, etc. Along with differences in throughput, the 
higher labour cost in export abattoirs reflects the higher proportion of meat boned
out and packaged. Packaging costs include materials used for the export of boneless 
cuts, meat meal, other bY-:r:·roducts and offals. Payments for services' represent fuel, 
electricity and water. AQIS fees cover the meat inspection services., Consumables 
reflect costs of clothb.g, knives, etc., while general administration expenses cover 
advertising, accountancy, insurance and other costs which do not vary with 
production levels bto.t ha7e been assigned a per kilogram DWT breakup for 
consistency. 

TABLE 19 : EXTERNAL INPUTS PURCHASED BY THE CATTLE 
ABATIOm SECTOR 

($ million) 

%of %of %of 
Cost Item Total/a Total Domestic Total Export Total 

Cost Domestic Export 
Cost Cost 

Labour 740.6 58.3 140.7 61.1 599.8 57.6 
Packaging and Transpc rt 122.8 9.7 3.0 1.3 119.8 11.5 
Services 95.4 7.5 20.5 8.9 74.9 7.2 
AQIS 42.4 3.3 9.3 4.1 33.0 3.2 
AMLCfMRC 31.4 2.5 10.0 4.3 21.4 2.1 
Interest 41.7 3.3 6.8 3.0 34.9 3.4 
Consumables 12.3 1.0 3.1 1.4 9.2 0.9 
Repairs and Maintenance 141.4 11.1 27.0 11.7 114.4 11.0 
General Administratior.. 43.3 3.4 10.0 4.3 33.4 3.2 
Total 1271.3 100.1 230.4 100.1 1040.8 100.1 
Q/ Differences due to rou·.1ding. 

Linkages with Othe:r Sectors 

Tables 8, 31 and .32 ·i.n Annex 6 show in detail the mputs and outputs of the beef 
component for export and domestic abattoirs. The total cattle abattoir sector shows 
very strong forward and backward linkages with the other industry sectors:-

.A AACM INTERNATIONKJ DELIVERING PRACTICAL SOLUTIONS 
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(i) 

(ii) 

The cattle abattoir sector supplies $5.21 bilLon in total outputs, of which 
95% is sold to other sectors where further value 'is added. The value of 
products sold to other sectors is:-

$ 235 million to OMP, 
$' 358 million to tanneries, 
$ 583 million to wholesalers, 
$ 916 million to retailers, and 
$2,837 million to exporters. 

The physical inputs and outputs include1
:-

Inputs 
1,771,060 t DWT 
of livestock 

OutDut~ 

739,910 t DWT of boneless primals 
621,068 t DWT 0.: other boneless beef 
410,082 t DWT of beef carcases 
61,141 t DWT of beef offals 
41,196 t DWT o:f other by-products 

569,498 t ~)WT o.frendered by-products 
6.9 million cattle hides 
1.1 million calf skins 

Table 20 presents physical and financial transactions for local and export cattle 
abattoirs. 

TABLE 20 : SUMMARY OF PHYSICAL AND FINANCIAL RESULTS FOR 
THE CATTLE ABATTOmS SECTOR 

l\. PHYSICAL 

SUbaector 
ThrouQ'hput Inputs 

01: 

Total 
o"&xport Abattoirs 

Domestic Abattoirs 

No. ( '000 t IlWI') 
('000) 

8,062 
5,370 
2,692 

1,771 
1,361 

410 

8. FIW.N::L\L (S million! 
Cattle IW!J.ta f:t:!:JD 

SUbaector Throughput Other 
('000) Sectors 

Total 8,062 3,937 
Rxport Abattoirs 5,370 3,044 
Domestic Abattoirs 2,692 893 

Bonel .. ss 
Primals 

('000 t) 
lMI' 

740 
740 

BonelesQ 
Other 

('000 t) 
lMI' 

6n 
621 

QJtI2!Jta I2 

Externnl Total 
1,271 5,208 
1,041 4,084 

DO 1.123 

Oth"r Rendered 
CarcaseJiJ Offals By .. Ca;tle Calf By-

Products Ill.les Skins Products 
('000 t) ('OOOt) (' 0011 t) (' )00) ('000) '(' 000 t) 

!l9IT CUtputs ~ lMI' !l9IT 

410 61 4l 6,173 1,089 569 
53 35 5,170 498 

410 9 6 1, ;0] 1,089 72 

Value 
Other Valu~ Addedl 

Sectors External Tota:' Addoi Head (S) 
4,929 285 5,21,\ 6 0.76 
J,848 250. 4, 09~1 14 2.55 
1,081 35 1,11'; -8 -2.82 

Outputs are greater than inputs in terms of weight because lives :ock inputs are specified as 
dressed weights. In fact, livestock enter the abattoir as Iivew~!ight with the difference in 
weight contributing to offals and by-products as outputs. 
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The main differencE!s betw'een local and export abattoirs are:-

47 

(i) External costs per head processed (excluding livestock) are estimated to 
be about $194 for export abattoirs and about $86 for domestic abattoirs. 
This difference reflects the extra labour and packing materials used in 
boning (lperations at export abattoirs, and the large proportion of calves 
in dome;3tic abattoir throughput. 

(ii) When t'b.e cost of by-products recovered are deducted, the per head 
processing cost declines to' $40 in domestic abattoirs and $67 in export 
abattoir:3. By·products are worth about $46 per head for domestic cattle 
($86-$40) and $127 per head for export cattle ($194-$67). 

Value Added 

Total value added i:1 the cattle abattoir sector is estimated to be about $6 million. 
This reflects the generally low profits earned by abattoirs, and is the reason for the 
rationalisation that has ')ccurred in recent years. Costs, income and value added 
per kg of carcase weight processed are estimated to be:-

Costs - livestock 
- (.ther (!osts 
- total C1)sts 

Income - meat 2nd offals 
- (;y-products 
- btal income 

Net Value ... ~.ded 

$/kgDWT 
2.223 
0.718 
2.941 
2.560 
0.384 
2.944 

0.003 

Very small movements ir. livestock prices have a big impact on net value added in 
the cattle abattoir sector. For example, an increase in cattle prices of less than $1 
per head without .:,3. proportionate increase in beef prices would eliminate the 
0.3 centlkg margin, conv-3rsely a $1 decrease in c.attle prices would more than 
double the margin. Since the 1989/90 update cattle prices have increased six 
percent. Since short-term fluctuations of this magnitude are commonplace, and 
much larger fluctuations occur over longer periods, investment in the beef abattoir 
sector is highly risky. vVhilst average returns can be reasonable in the long run, 
substantial financial resources are required to sustain operations during periods of 
low or negative retu ms. 

AAACM INTERNATION;U::--
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5.1.3 Sheep Abattoirs 
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Almost all sheep are slaughterE}d in abattoirs which also prOCElSS cattle. While sheep 
processing costs up to the point of a dressed carcase do differ between abattoirs, the 
major cost variations depend on whether abattoirs produce ca:rcases for the domestic 
trade or bone carcases for export. The. sheep abattoir modd described as "mixed 
export" is assumed to bone out about 70% of carcases, wherea.3 the "mixed domestic" 
sheep abattoir is assumed to process mainly lambs apd only bone out about 18% of 
carcases. Over the entire sheep and lamb slaughtering sector, about 42% of animals 
slaughtered are boned out. 

Tally systems are used to determine dressing chain and boning room manning, with 
the tally depending on the Industrial Award which is applicable to particular plants. 
As in beef plants, the tally only applies to skilled labcur a:u.d the total number of 

employees is much greater than the employees on tally. 

Traditionally, all plants processing sheep used on-the-rail dre:;sing systems with the 
skin being removed manually from the carcase whilst it was ~iUspended by the hind 
legs from a rail. A recent innovation is the inverted drE:ssing system based on skin 
remov.al with the carcase suspended by the front legs. This has allowed the 
introduction of a number of mechanical skinning aids which, in turn, have resulted 
in increased tally. In some plants which have adopted the inverted dressing system, 
a tally in excess of 100 sheep per man per day has bee:! neg)tiated. However, the 

greatest advantage of the inverted dressing system is thE: reduction in the number of 
unskilled labourers. 

The model selected for both export and domestic processing has been based on 
benchmarking data that includes both the traditional a::ld inverted dressing 
systems. 

The processing speed on a sheep chain is generally .;et by the time needed to 
complete the inspection of carcases, heads and viscera. Most chains are capable of 
processing in excess of 3,000 sheep per day, but are liEuted to between 2,800 and 
3,000 by the inspection requirements. 

The breakdown of cost categories for domestic and export shE:ep abattoirs is shown 
in Table 21. 

Details on each cost item are the same as those used in the beef abattoir model 
explained in Section 5.1.2. 

AAACM INTERNATIONAL DELIVERIl'>G PRACTICAL SOLUTIONS 
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TABLE 21 : EXTERNAL INPUTS PURCHASED BY THE SHEEP 
ABATTOm SECTOR 

($ million) 

%of %0:: %of Cost Item Total/a Total E~port Total Domestic Total 

49 

Cost Export Domestic 
COS1~ Cost 

Labour 227 57.9 139 57.9 89 57.9 Packaging and Transport 19 5.0 9 3.9 10 6.6 Services 33 8.5 25 10.3 9 5.7 AQIS 15 3.8 10 4.1 5 3.3 AMLC 18 4.5 6 2.6 12 7.5 Consumables 8 2.0 5 2.2 3 1.7 General 28 7.2 17 7.0 12 7.7 Interest 9 2.3 6 2.6 3 1.9 Re:Qairs 35 8.8 23 9.5 12 7.8 Total 392 100.0 239 100.1 153 100.1 
W Differences due to rounding. 

Linkages With Other Sectors 

Tables 5, 26 and 27 in Annex 7 show in detail the inputs and outputs for the export 
and domestic sheep .abattoirs and for the total sheep shught.ering sector. The total 
cattle abattoir sector shows very strong forward and backward linkages with. the 
other industry sectors:-

(i) The sheep abattoir sector generates about $1.09 :)illion in total outputs 
of which 96% pass forward to other sectors where ::urther value is added. 
The values of products moving forward to of1er sectors are:-

$ 125 million to OMP, 
$ 131 million to tanneries, 
$ 119 million to wholesalers, 
$ 269 million to retailers, and 
$ 405 million to exporters. 
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(ii) The physical inputs and outputs include l
:-

Inputs . 

661,700 t DWT 
of livestock 

Outputs 

298,546 t DWT of boneless meat 
363,154 t DWT of sheep/lamb carcases 

19,822 t DWT of sheep offals 

50 

33,085 t DWT of other by-products 
94,312 t DWT of rendered by-products 

13.1 million lamb skins 
20.2 million sheep skins 

Table 22 presents :(:,hysic3.l and financial transactions for local and export sheep 
abattoirs and reveals some significant differences between the two sheep abattoir 
models. In particular:-

(i) External costs per head processed (excluding livestock) are estimated to 
be $15.05 for export sheep abattoirs and $8.83 for domestic sheep 
abattoirs This difference is due to higher boning room costs in the 
export operations. 

(ii) When tl:.e COEts of skin and by-product recovery are deducted, the 
average cost of sheep processing falls to $8.07 for export sheep abattoirs 
and $2.4:3 for domestic sheep abattoirs. By-products are worth $6.99 per 
head for export abattoirs ($15.06-$8.07) and $6.35 per head for domestic 
abattoirs ($8.83-$2.48). 

TABLE 22 : SU!ldMARY OF PHYSICAL AND FINANCIAL RESULTS FOR 
THE SHEEP ABATTOIRS SECTOR 

Throuohput I~puts 

No. ('000 t ~') 

('000) 

Boneless Carcasea Offals Oth',r Sheep Lamb Rendered 
Heat By-Product" Slcins Skins By-Products 

('000 t) ('000 t) ('000 t) ('000 t) ('000) ('000) ('000 t) 
•. --"'OO!.'--_-'OO",,-,-__ ~ OJtputs --______ -"'OOC!.L... 

Total 33,239 66:: 
32:; 
33·; 

299 
231 

68 

363 
94 

269 

20 
10 
10 

JJ 
16 
17 

20,186 
12,635 
7,550 

13, 054 
3,262 
9,791 

34 
57 
)7 

Rxport Abattoirs 15,898 
Domestic Abattoirs 17,342 

B. 1'nv.N:::L\L (~ million) 
Sheep I=tJoI !:l3!!! OJtl2!lt§ IQ Value SUbaector Throughput Oth"r Other Value Added/ 

(' 000) Sectnrs Rx:ernal Total Sectors Rxternal Total Added Head ($) Total 33,239 5::6 392 918 1, 048 46 1, 094 176 5.31 Rxport Abattoirs 15,898 2111 239 440 467 28 495 55 3.45 Domestic Abattoirs 17,342 3::5 153 478 581 28 599 122 7.01 

Outputs are gre, tel' th;:.n inputs in terms of weight beC'ause livestock inputs are specified as 
dressed weights In fact, livestock enter the abattoir as liveweights with the difference in 
weight contributing to 'Jffals and by-products as outpu ts. 
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Value Added 
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Total value added in the sheep abattoir sector is estimated to be $176 million, of 
which nearly 70 pmcent comes from domestic abat.toir operations. Costs, income 
and value added per kg carcase weight processed are estimated to be:-

Costs - ':ivestock 
- I)ther costs 
- ~:otal (:osts 

Income - ::neat .:md offals 
- by-products 
- ~Altal income 

Net Value Added 

$/kgDWT 

0.794 
0.593 
1.387 
1.358 
0.296 
1.654 

0.267 

As with cattle, very small movements in costs or prices can have a big impact on the 
net value added in the sheep abattoir sector. Since the 89/90 update sheep prices 
have dropped more than 20 percent, this has had a major impact on the net value 
added. 

5.2 THE OTID~R :MEAT PROCESSING (aMP) SECTOR 

5.2.1 General 

This sector represE:nts <:l combination of meat processors, including those which 
produce:-

• pet food; 
• 
• 
• 
• 

sausages; 
emulsified pr<)ducts (frankfurts, devon, d.c.); 

hamburgers; and 
other. products (canned meats; continental smallgoods; corned, salted 
and roa:,ted beef; and meat pies). 

O:MP as defined excludes boning rooms which operate independently from abattoirs. 
These boning rooms are considered as part of the abattoir sector, even though their 
location and ownenhip are separate. 

5.2.2 Linkages with Other Sectors 

External Inputs 

The cost of manl~facturing processed and prepared meats was obtained by 
combining costs for produ.cers ofthe products listed in Section 5.2.1. Table 23 shows 
the total costs for process"ing beef and sheepmeats into outputs from the OMP sector. 

AAACM INTERNATIONAL DELIVERING PRACTICAL SOLUTIONS 
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TABLE 23 : EXTERNAL INPUTS PURCHASED BY THE OMP SECTOR 
($ million) 

Cost Item Cattle Sheep 

Raw Materials (Excluding Meat) 66 81 
Labour 16 16 
Services 18 17 
Packaging 26 41 
Transport 9 14 
Overheads 12 15 
Total 147 183 

52 

These costs include the cost of manufacturing and incidenta:is, but not marketing 
expenses. An allowance for marketing expenses and other costs which do not vary 
with the level of output is made in overhead costs. Cost C:'llculations are based on 
dressed weight (DWT) equivalents. 

Cattle 

T4e cattle OMP sector purchases $235 million worth of beef and beef by-products 
from the abattoir sector. This represents only 4.5% of the total value of abattoir 
outputs but, given the low margins earned by abattoir~., this is still an important 
source of income for the cattle abattoir sector. In physlcal tErms, these purchases 
consist of the equivalent of 109,000 DWT tonnes ofbonell~ss beef, 1,3.00 DWT tonnes 
of offal and 41,200 DWT tonnes of "other by-produc;:s" (rl:!fer Table 7 for the 
composition of other by-products). Table 24 shows that total ontputs from the sector 
are valued at $477 million per year and consist of:-

Pet food 
Sausages and smallgoods 
All other! 
Total 

Tonnes DW'I' 

163,229 
62,544 
32,175 

257,948 

.B Million 

156 
202 
119 
477 

All other includes continental goods; corned, salted and roast beef: meat pies; canned meat 
products; and hamburger meat. 
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TABLE 24 : Siill\UvlARY OF PHYSICAL AND FINANCIAL RESULTS FOR 

A. PHYSICAL 
CATTLE OTHER MEAT PROCESSING SECTOR 

OJt~ts (t) I:Ml' 

Inputs SausaQ'es Pet Emulsified !l.ambJrQ'er All 
(t I:Ml'l Pood Products Meat Other Boneless Beef lea,603 16,396 36,007 42,320 30,045 Other By-Products 41,196 3,827 123,464 1,957 Offala 1,254 3,758 171 

Total 1Sl,063 20,324 163,229 42,320 32,175 

B. PINhNCIAL ($ million) 

I!Y2!:!ts Pt'aII OJtE!!t8 To Other Other Value Sectors &xt.ernal Tctal Sectora External Total Added 

235 147 J82 65 411 477 95 

Sheep 

53 

Table 25 shows that the sheep OMP sector purchased $125 million worth of 
sheepmeat and nheepmeat by-products from the sheep abattoir sector. This 
represents 11% of shee:;> abattoir output, and consisted of the equivalent of 106,533 
DWf tonnes ofboneles~l mutton, 7,317 DWT tonnes of offal, and 33,085 DWf tonnes 

_ of other abattoir by-products. 

Total outputs from the !;heep OMP sector are valUed at $415 million .and consist of:-

Sausages and other emulsified goods 
Pet food 
Other pro.J.ucts: 
Total 

Tonnes 

60,586 
152,266 
14,367 

201,691 

$ Million 

196 
143 
54 

396 

Includes canned meats; continental products; canned, salted and roast meats; and meat 
pies. 
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TABLE 25 : SUMMARY OF PHYSICAL AND FINANCIAL RESULTS FOR 
SHEEP OTHER MEAT PROCESSING SECTOR 

A. PHYSICAL 

Boneless Mutton 
Offals 
Other By-Products 

Inputs 
Ctl 

106,533 
7,317 

33,085 

Total 88,259 
B. FINANCIAL C$ million) 
Inputs From 
Other 

Sectors External Total 

125 183 307 

5.2.3 Value Added 

Outputs 'Ctl 
Sausages Pet 

Food 
15,666 66,384 

732 10,965 
74,918 

16,395 152,266 

Outputs To 
Other 

Emulsified 
Products 

24,049 
5,017 

15,126 

44,191 

Sectors External Total 
I'alue 
l.dded 

53 343 396 88 

)the,: 
Products 
14,364 

14,36'1 
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The shortage of reliable data on the OMP sector, the diversity of meat and non-meat ingredients 
used, and the necessarily large number of assumptions and "gue:;stima·:es". make the estimation 
of value added in the OMP sector less reliable than for the other sector:;. Other meat processing 
is essentially a salvaging operation which converts othenvise unsaleable material into 
marketable products. 

5.3 THE TANNERY SECTOR 

5.3.1 General 

Hides and skins are the most important single by-product of the .:l.battoir sector. They contribute 
just under 45 percent of the total by-product income for cattle sl'Lughtering and 60 percent of the 
by-product income for sheep. The tanning industry purchases rc.w hid,~s from the cattle abattoir 
sector in fresh or salted/dried fOlTn and converts them to serni-pro.;essed forms or finished 
leather. However, some hides and most lamb and sheep skins, and calf skins, are salted or dried. 
and exported in unprocessed fom1. In many cases, abattoirs dlY or salt sheep and lamb skins 
before export by dealers. The model includes this activity (drying/saliing) in the tannery sector 
in order to estimate the value added. A new development in th~ sheep model is the emergence 
ofthe fellmongelY sector where the wool is taken from the skin and fu!ther processing occurs. 

5.3.2 Cattle Hides 

The various forms of cattle hides include green hides (ie. raw), ~alted or brine cured hides, dried 
hides, pickled hides, wet blue hides, crust leather and finished leather The model analyses the 
conversion of green hides to salted or dried hides; to wet blue hides; and to finished leather. 
The quantity of hides converted to other forms is not signifi,:ant a!1d is not included in the 
model. . 

Hides are cured at abattoirs by stack salting, brine curing or drum salting. Salted hides are then 
converted to semi-processed or finished leather, or exported to overseas tanneries. An 
increasing number of green hides are being processed directly t·) the vvet blue stage to avoid the 
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overseas tanneries. An increasing number of green hides are being processed 
directly to the wet blue stage to avoid the cost of salting. This has resulted in the 
construction of wet blue plants in close proximity to abattoirs. The wet blue process 
is capital-and nO.t lahour-intensive and prices are competitive on the world inarket. 

Table 26 breaks dovm the external inputs to the cattle tannery sector. Wet blue 
operating costs include labour, freight-in, chemicals, services, handling, packaging, 
repairs and mainter..ance, selling costs and freight-out. Wet blue fixed costs include 
supervision, administration, debt and working capital interest, insurance, etc .. 
Leather processing ·:osts include wet blue hide costs, freight-in, chemicals, labour, 
services, etc .. Fixed cost items are similar to those for wet blue operations. 

TABLE 26 : EXTERNAL INPUTS PURCHASED BY THE CATTLE 
TANNERY SECTOR 

Cost Jtems 

Freight 
Processing 
Shipping 
Commission 
Selling G)sts 
Labour 
OverheacLs 

Total 

($ million) 

Cost 
($ millioIJ.) 

3.1 
82.2 
10.4 
10.9 
2.2 

42.0 
12.6 

163.4 

% of Total 

1.9 
50.3 

6.4 
6.7 
1.4 

25.7 
7.7 

100.1 

Just over 20 percent of hides are processed to the finished leather stage - the 
remainder are exported unprocessed, or semi-processed to the wet blue stage (19%) 
and then exported. 

Table 27 shows that: tanr:.ers purchase almost all the cattle hides produced by the 
abattoir sector at a total cost of $358 million. All sales are external and total $606 
million which represents fi% of the external income generated by·the cattle and beef 
industry. 
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TABLE 27 : SUMMARY OF PHYSICAL AND FINANCIAL RESULTS FOR 
CATTLE TANNERY SECTOR 

, A. PHYSICAL 

Inputs Wet Blue 
(' 000 hides) Rides 

('000) 

Raw Cattle Rides 6,973 1,5:Z3 
Raw Cal! Skins 1,089 

Total 8,062 1,523 

B, ~ ($ million) 
I~ta Fran OUt~lts To 
other other 

Sectors Rlct:ernal Total Sectors 

358 163 521 

Finished 
Leather 
('000) 

1,635 

1,635 

Rlct:ernal Total 

606 606 

OUtputs 
Salted Calf 

Skins 
('000) 

1,089 

1,089 

Valun 
Added 

85 

Salted 
Ride8 
('000) 

,3,815 

3,815 

Total 
Piecea 
('000) 

6,973 
1,089 

The cattle tannery sector generates net added value of ~;85 million in the process of 
transforming raw hides worth $358 million to manufactured products worth 
$606 million. 

5.3.3 Sheep Skins 

Utilisation of Australian sheepskins has been bas.ed on ~he w)ol recovered from the 
skin. Currently the vast majority of skins are exported i:J. a dried or salted condition 
where the prime objective is wool recovery. Sheep and lamb skins can be divided 
into six categories:.: 

(i) Air Dried. 
(ii) Drum Salted. 

(iii) Pickled. 
(iv) Tanned - Wool-On. 
(v) Tanned - Wool-Off. 

(vi) Fellmongered (wool removal). 

Table 28 shows the average external input costs of t.he various skin processing 
techniques. All costs are similar to those detailed for the cattlE: tannery sector. 

AAACM INTERNATIONAL DELIVERING PRACTICAL SOLUTIONS 
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TABLE 28 : EXTERNAL INPUTS PURCHASED BY THE SHEEP TANNERY 
SECTOR 
($ million) 

Cost Items Cost % of Total 
($ million) 

Processing 45.4 37.7 
Shipping 10.5 8.7 
Commission 9.3 7.7 
Freight and Handling 7.5 6.2 
Packaging 2.7 2.2 
Labour 32.4 26.9 
Overheads 12.6 10.5 

Total 120.4 99.9 

Table 29 shows tha-; the sheep tannery sector (which includes salting and drying 
activities) purchase::; skins worth $131 million from the sheep abattoir sector; 
Ayerage price for skins was just under $4 for both lamb and sheep skins (cf. $5.50 
89/90). Just over 10% of skins are now fellmongered onshore and this trend seems 
set to continue. 

All sales from the s·J.eep tannery sector are external (ie. to consumers outside the 
meat and livestock jndustry) and amount to $277 million. This represents 10% of 
total external non-wool income for the sheep industry. The sheep tannery sector 
generates net value added of $25 million in the process of transforming raw material 
worth $131 million tJ preserved and manufactured products worth $277 million. 

TABLE 29 : SIDYiMARY OF PHYSICAL AND FINANCIAL RESULTS FOR 
SHEEP TANNERY SECrOR 

A. PHYSIC}.L 

Outputs 

Inputs Wool on Pellmonoered Salted Dried Total PellmonQ"ered 
('000 skins) Tanned Skins Skins Skins Skins pieces Wool 

('000) (' 000) ('000) ('000) ( '000) ('000 kQ") 

Sheep skins 2 11,186 1,817 2,321 5,470 6,782 16,390 3,250 
La!nb skins 1.1,054 1,501 992 '1,438 6,083 13,014 1,389 

Total 3.1,239 3,318 3,313 ~,908 12,866 29,405 4,639 

B. !'ImNCL\L ($ million) 

I!2;!ta Prau OutE!!ts To 
other other Value 

Sectors Rxternal T::otal Sectors llxt:ernal Total Added 
131 120 251 277 277 ~S 

AAACM INTERNATIONAL DELIVERING PRACTICAL SOLUTIONS 
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6. MARKETING SECTORS 

6.1 THE WHOLESALE SECTOR 

6.1.1 General 

Meat wholesalers provide a link between abattoirs and retail butcher shops. The 
model treats the wholesale sector as a "buyer" of meat .from l~he abattoir sector. In 
reality there is often no change in ownership between thE: two sectors as some 
wholesaiers purchase livestock and process them through seni.ce abattoirs. In order 
to calculate value added in the abattoir sector, it was necessary to estimate a 
transfer price between the abattoir and wholesale sectors (and between abattoirs 
and exporters where the san1.e principles apply). Only in New South Wales where 
there is a wholesale meat market can these prices be estimat~d, and in the absence 
of other reliable information these prices were used :~r the sector as a whole. 
Operating costs include all freight, labour and packaging. 

The wholesale sector handles carcases which it buys from abattoirs and delivers to 
food service outlets, butcher shops and supermarkets. For be·~f, about a third of the 
value of wholesale turnover is boneless beef. About two-thirdE. of wholesale sales are 
to·the food service sector (rest.aurants, fast food outlets, institutions etc). One-third 
of the beef trade therefore consists of sales of beef to retail butchers and 
su permarkets. Two-thirds of sheepmeat wholesaling cor.sists )f lamb carcases. 

6.1.2 Beef Wholesaling 

Table 30 shows the estimated physical and financia:l trar.·.sactions for the beef 
wholesale sector. Wholesalers buy $583 million worth of beef from the abattoir 
sector. About $101 million of this is beef carcases ani offals and the remainder 
boneless beef. The total quantity of beef handled by wholesalers is estimated to be 
220,000 tonnes (DWT). 

Beef sales from wholesalers to retailers are estimated :;0 total about $239 million, 
and to the food service operators about $470 million. Total sales. of $710 million 
represent an average 22% mark-up on ex-abattoir prices. 

Wholesalers add value to beef by boning out, storing, transporting it to butchers, 
and combining beef from different sources so that butchers obtain the mix of 
products their customers demand. This basic trading a ctivity adds 22% to the ex
abattoir value of beef and generates a net value added of $24 million, or 1% of beef 
industry value added. 

6.1.3 Sheepmeat Wholesaling 

Table 31 shows estimated transactions between the sheepmeat wholesale sector and 
other sectors. Wholesalers buy about $119 million wc·rth of sheepmeat from the 

AAACM INTERNATIONAL DELIVERING PRACTICAL SOLUTIONS 
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abattoir sector with ~he majority in carcase form. The cost of meat inputs represent 
91% of total wholesaler C03ts. 

Sheepmeat sales. fro:n wholesalers to retailers total $115 million. Sheepmeat worth 
$35 million is sold b:, wholesalers to the food service sector. 

TABLE 30 : SUMMARY OF PHYSICAL AND FINANCIAL RESULTS FOR 
TIIE BEEF WHOLESALE SECTOR 

A. PIr.(SICAL 

CUtputs (t) 
Inputs B)neless Carcases Offal Otl>e::: Bones Tota; 

(t !)I>."T) Pri:ual Other ReCaJ.l and CUtputs 
Heat Pat 

Boneless Primals 122,713 49,944 72,769 122,713 
Boneless Other 55,896 55,896 55,896 
carcaseQ 41,506 18,553 19,757 9,517 41,506 
Offals 8n7 887 863 

Total 221,002 49,944 55,896 18,553 887 92,526 9,517 221,002 

B. PIlWlCI.AL ($ million) 

I~ts Pran cutEuts To 
Other Other l·alue 

Sectors External Total Sectors External Total ,\dded 

583 103 686 239 470 709 24 

TABLE 31 SIDrnARY OF PHYSICAL AND FINANCIAL RESULTS FOR 
THE SHEEP WHOLESALE SECTOR 

A. PIr.(SICAL 

CUtputs (t) 
Inpu·:s Rethil Retail Retail O":her Bones Total 

(t) (DWl) Boncuea8 CarcaBeo Offals ,1.:tall and OUtputs 
t{eat Pat 

Boneless Heat 26,8n 2,: 66 24,526 26.892 
Carcaaes 58,9"56 4.:.17 44.158 1,217 6,426 58,956 
Offals 2,0'32 2,032 2,032 

Total 74,414 5,-00 44,158 2,an ::i. 480 6,426 87,8S0 

B. FIlWlCI.AL ($ million\ 

I~ts Pran cutEuts To 
Other Other ·v.lue 

Sectors External Total Sectors External Total ~:lded 

119 11 DO 115 35 150 21 

AAACM INTERNAT!ONP.L DELIVERING PRACTICAL SOLUTIONS 
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6.2 THE RETAa SECTOR 

6.2.1 General 

The model includes two retc.il subsectors - butcher shc·ps and ~mpermarkets, The 
approximate allocation of b~f~f and sheepmeats (exchAing off-als and sausages) 
between butchers and superr'.larket3 is:-

B'~ef Sh(-!~pmeat 
'lcnnes %of TCI1..ll{,·s %of 

CarCas(, Equiyalent Thtal .Gi;.r.c.aSf..Eqqiyalent Thtal 

Butchers 2:'$:j,971 58.9 128445 58.3 
Supermarkets H).694 ~ Hllli2 9.U Total 4,):5,665 100.0 220 41~! 100.0 

6.2.2 Beef Retailing 

Table 32 shows that retail be.~E sales, including beef sam;ag(~s :md offals, total about 
$2.6 billion of which $1.6 biUion passes through butchers. This represents an 
aV'erage butcher shop turn01:(;r (from beef) of $274,390 per .:tllEum or $5,280 per 
week. 

The estimated quantity and ydue of butchers' beef sale!; are:-

Retail Cuts 
Sausages, Nlince, etc. 
Offals 
Bones and Fat 
Total 

AAACM lNlERNATIONAL 

Butcher Shops 
Total Beef Product Sal~ 

(Tonnes nWT) ($ millio 1) 

157,418 1,27':' 
69,375 311) 

1,382 • .1 

9.12J --"-

237,296 $1,59.~ 

Average Beef 
_Sales per Shop ($) 

ArulUal Weekly 

21J,275 4,217 
5'-1,203 1,042 

781 15 
133 -.3. 

:1)27'±,392 $5,277 

--------._----------
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TABLE 32 : SIDIIMARY OF PHYSICAL AND FINANCIAL RESULTS FOR 
THE BEEF RETAIL SECTOR 

A. PHYSICAL 
Qltp"ts (DWr l') 

:nputs Retail Sausaqes .r. Offals Bones &; 
(;lWT tl CUts Mince Fat 

Total Sector 
Boneless Primals 2'11,556 199,540 
carcases :;: 14,137 142,036 84,324 11,024 
Offals 2,022 2.022 
sausages .:0,224 19,82(' 

Total 4.;8,856 341,566 104,144. '2,022 11,024 

Butchers 
Boneless Primals ;8.627 67,941 
Carcaaes 1'10,344 118,520 74.036 9. t:<9 
Offals 1,382 1.382 

Total ~11,O77 186,460 74,03f. ·t.392 9,199 

SU~rmarkets 

Boneless Primals 1.12.929 131,600 
Carcaaea 13.795 23.506 10,2B9 1.B25 
Offals 640 &40 
Sausages lO.224 19.82(' 

Total -----137.580 155.106 30.10a 640 1.825 

B. FIW.NCIAL ($ million) 
I!!j2uts F'rcIn __ ~:STO 

a, her other Value 
Se<:t:ors lxternal Total Sect.ors Pr._~=r..a:· Total Added 

Butchers 632 773 1,405 1.595 1.598 19.3 
SUpermarkets S8S 35a 947 1,On~ 1.009 62 

Total 1 221 1.131 2.352 2. b07 2;607 255 

Total supennarket beef :::ales of about $1 billion ceJI: .. f'ist of:-

Retail Cut.s 
Sausages, rvli.1ce, e~c. 
Offals 
Bones and Fe: t. 
Total 

Supermark<~t 

Total Beef P~:t&l~ 
(DWT Tormes) ($ r·l..Jlion) 

155,106 894 
30,108 112 

640 2 
1.825 .J.L2 

187,588 J ,009 

Retailing is a higL valne-added activity and. the trend towards selling more 
elaborately prepHred meats suggests that value add(~d will increase in the future. 
Total retail sales of $2.6 billion are the channel through which 34% of the beef 
industry's non-milk ~xter!lal income is obtained. 

Whilst gross value :iddec is high (114% cf.l09% 8~)J30), so too are costs. Average 
costs and margins f()f bmchers and supermarkets (from retailing beef) are detailed 
in Table 33. 

AAACM INTERNATION~ DELIVERING PRACTICAL SOLUTIONS 
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TABLE 33 : AVERAGE COSTS AND MARGINS FOR RETAILING BEEF 

Total 
Butchers ·3upermar·kets Sector Total Sales ($ million) 1,598 1,009 2,607 Less: Cost of Beef Purchased ($ m) 632 538 1,221 Retail Operating Costs ($ m) 678 3)8 986 Sub-Total ($ m) 1,310 836 2,206 Total Gross Margin ($ m) 298 113 411 Gross Margin/kg DWT ($) 1.20 0.30 0.93 Gross Margin % of Sales 18.6% lL~:% 15.8% Fixed Costs ($ m) 94 50 144 Total Net Margin:al ($ m) 193 1)2 255 Net Marginlkg DWT ($) 0.80 0.3a 0.60 Net Margin % of Sales 12.1% 6.~% 9.8% ---_ ... 

fJ/ Equivalent to net value addec:. 

Net value added for the rE';tail beef sector is estimatEd to be about $255 million 
which is 9% of total value ac~ded for the beefindustr;. 

-
6.2.3 Sheepmeat Retailing 

Table 34 shows that retail sneepmeat sales, includiLg sht!epmeat sausages and 
offals, total about $1.3 billion of which $749 million is banded by butchers. This 
represents an average butcher tli.rnover from sheeprr.eats )f about $129,000 per 
annum or $2,475 per week. Summarised sheepmeat sales dEta ror butchers are as 
follows:-

Retail Cuts 
Sausages and Mince 
Offals 
Bones and Fat 
Total 

.A AACM INTERNATIONAL 

Butcher Shops 
Total Sheenmeat Sa ~ 

COWI'Tonnes) ($ milli.JIl) 

100.082 5~! 1 
37,825 1 ,;:.; 

' 'J 

1,991 ..f. 
1,8Q5 ---D2 

137,696 $7(9 

Average Sheepmeat 
Sales per Shop ($) " 

kumal Weekly 

101,428 1,951 
26,602 512 

652 13 
26 Q,51 

$UB,708 $2,476 

DELIVERING PRACTICAL SOLUTIONS 



I 
Iw 

I 
I 
I-
I 
I 
I 
I 
I . 0 

I 
I 
I 0 '0 

OJ: 

I 
I 
I 
1 
I. 

~ 

I 
I 

TIlE VALUE CHAIN FOR MlMT AND LIVESTOCK PRODUCTS 
MAlNREPORT 63 

TABLE 34 : StJMl\lIARY OF PHYSICAL AND FINANCIAL RESULTS FOR 
THE SHEEP RETNLSECTOR 

Ao PHYSICAL 
OUtputa (1lWI' t) 

Jnputs Retail Sausages .. O~!31s Bones .. 
(rW!' t) CUts Mince Pat 

Total Sector 
BooeleQ8 Heat ,.2,722 12,595 
Carcases 2,'7,690 159, B93 57,040 3,115 
Offals 2,633 ::!, S81 
Sausages ;5,604 15,44B 

Total 20 B, 650 171,478 72,4BB :J,5Bl 3,115 

Butchers 
Boneless Heat B,096 8,015 
Carcases 1: 0,349 92,067 37,925 1. aos 
Offala 2,032 ~,Hl 

Total 1:0,477 100,082 37,825 ',,991 1,905 

Su~rmarlcets 

Boneless Heat 4,626 4,580 
Carc:asea f7,341 66,916 19,215 1,310 
Offals 601 ,89 
Sausages ,5,604 15,448 

Total H8,173 71,396 34,663 589 1,310 
B. PINANCIAL ($ million', 

12Euts Pran ___ ~STO 

Ot.ler Other Value 
Sec:ors .xternal Total Sectors ELttern.:,l Total Mded 

Butchers 2(9 405 624 149 749 126 
Supermarkets 217 270 487 540 540 52 

Total 415 675 1,111 1.299 1.289 178 

Total sheepmeat sa .es fnm the supermarket su [.sector of about $540 million 
consist of:-

Retail Cuts 
Sausages and MIDCE 

Offals 
Bones and Fa. 
Total 

SupennarkE-t 
Total Sheepmeat ~ 

(Tonnes UWT) ($ iTtiJion) 

71,396 Hi.5 
34,663 120.8 

589 1.2 
1,31Q .JU. 

107,959 :5"39.6 

The gross value addE:d though sheepmeat reta:iling y~presents 195'70 of the value of 
sheepmeat purchase:i by the total sector. Total retaJ sales of $103 billion are the 
channel through whicll 4°7% of the sheep industry'E non-wool external income is 
obtained. 

Average costs and margins for butchers and supermarkets which retail sheepmeat 
are estimated in Tab:!e 35. 

AAACM INTERNATIONAL vELIVERING PRACTICAL SOLUTIONS 
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TABLE 35 : AVER...~GE COSTS AND MARGINS FOR RETAILING 
SHEEPMEAT 

Butchers S~ .. arkets Total Sector 

Total Sales ($ million) 749 5·qO 1,289 
Less: Cost of Meat Purchased ($ m) 219 217 436 

Retail Operating Costs r~ m) 313 2(4 517 
Sub-total ($ m) 532 4~ 1 953 

Total Gross Margin ($ m) 218 119 337 
Gross Marginlkg DWT ($) 1.67 i 'Q 1.41 ........... , 
Gross Margin % of Sales 29% 22?c 26% 
Fixed Costs ($ m) 92 f6 158 
Total Net Margin ($ m) rY 126 :·2 178 
Net Margin/kg DWT($) 0.96 0.:i8 0.75 
Net Margin % of Sales 17% 10 yc. 14% 
:iJ/ Equivalent to net value added. 

Net "!lalue added for the retzi' shee;pmeat sector is estimated to be $178 million. 

6.3 THE EXPORT SECTOR 

6.3.1 General 

The overall importance of the export sector in the Australi 1.l1 Meat and Livestock 
Industry is demonstrated bE·h.v:-

Exports ($ m) 
Domestic Meat Sales ($ m) 
Total External Sales excluding JVI.illc and Wool ($ m) 

Exports % of Total Sales exclurling Wool and Milk 
Exports % of Total Meat Sales ((~J~cluding by-products) 

Cal; .le 
lndJ&ID. 

3,2L!j 
2,6(;6 
7,6t:S 
4;~·7t, 

5t:·:;~ 

Sheep 
Industry Thtal 

761 4,030 
1,289 3,895 

.2,751 10,409 
28% 39% 
37% 51% 

These figures indicate that. exclnding milk and wool, the .;att.le industry is more 
dependent on exports than t.he sheep industry. The tot.:1l ind 1stry (cattle and sheep) 
obtains 74% of its total inco:,r.e, and 81% of its exportin~ome, frc·.m beef. 

The export sector as defined. excludes the export of hides, sk in::::, dairy products and 
other by-products. Where ';~hese items are exported, they arc assumed to move 
directly from the sectors ir. which they are produced vvithcLlt passing through an 
exporting sector. 

-.A=--AA-C-M-IN-TE-RN-A-T-I-ON-AL--·--'- -- ----------- •. _------
DELIVER !NO PRACTICAL SOLUTIONS 



I~ 

I~ 

I 
I 
I-
I 
I 
I 
I 
I . 

1 

" 

I 
,I 

I . 
". 

~~-

.-
I 
I 
I 
I 
I. 
I, 

I 

THE VALUE CHAIN FOR MEAT AND LIVEsTOCK PRODUCTS 
MAIN REPORT 65 

In a change to how Export costs are measured, the export meat sector incorporates 
all activities in the m.ovement of meat from abattoir, to the point where the products 
are loaded onto ship~; for overseas destinations. At this point ownership is assumed 
to pass to foreign, entities (at the FOB1 value) and the goods are considered to have 
left the sector. For livestock exports, costs are measured to the point where livestock 
arrive at overseas de:;tinations (at the CIF2value). . 

It is recognised that this is a simplification of the true picture. Meat or livestock can 
change hands several timE!S between the abattoir or farm, and the point of overseas 
delivery. In some C9.ses the abattoir sector retains ownership up to the point of 
delivery. In other cases Australia-owned entities add further value by processing 
and/or distribution iL oveneas markets. 

Two subsectors form the export sector - one involves meat and the other live animal 
exports. Beef exports are the most important and generate 96% of the gross cattle 
export income. ThE equivalent figures for sheepmeats, and the total Meat and 
Livestock Industry, a.re 62% and 89%, respectively. 

External Inputs 

Table 36 shows the breakdown of external costs fo,' the cattle and sheep export 
sector. 

TABLE 36 : EXTERNAL INPUTS PURCHASED BY THE EXPORT SECTOR 
($ million) 

Meat EAP!.,!r~ Liye EXllQrt 
Cost Item Cattle Sheep Cattle Sheep 

Freight and Handling 12 15 13 10 
Insurance 1 9 
Shipping Costs - Live 26 111 
Interest 43 8 2 6 
Levies 26 8 0.3 
Quarantine 4 3 
Commission 41 9 
Contract Shearing 4 
Fodder/ AgistmentiFeedlottir. g Cost 4 31 

Total 122 40 50 174 

I FOB = Price + the cost offre:ght on board (FOB) the ship 
2 elF = Price + insuran,:e + frf!ight (insurance and fr~ight in;;urred in shipping meat and 
livestock overseas). 

AAACM INTERNATION,\.L DELIVERING PRACTICAL SOLUTIONS 
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6.3.2 Live Cattle and Beef 

66 

The export focus of the Australian beef industry is highlighu!d by the fact that beef 
export income is 43% of total industry income (excluding milk) and 56% of total 
meat income (excluding by-products). 

Live Cattle 

This subsector handles about 193,000 cattle per"annum (2.3l}t of turnoffi. The main 
destinations are in Asia. Average elF value per heEd is estimated to be $682, 
yielding a total export income of about $131 million. Total cost$ are $123 million of 
which 60 percent represents the cost of livestock purciases Shipping makes up 
most of the external costs. Net value added post farm gate is est.imated to be about 
$8 million per annum or $43 per animal. This compares with an average value 
added of $58 per head for beef passing through the domestic and export beef 
marketing channels. 

Beef Exports 

Table_37 shows that total exports of beef products (at FOB values in 1991-1994) 
averaged $2.84 billion and consisted of:-

A. 

B. 

Quantity %of Estimated %of 
Product ('OOQ tDWI) Quantitv Yallie ($ m) Value· 

Boneless Primals 466 39.0 1,.152 51.2 
Boneless Other ,~57 38.2 ·318 28.8 
Beef Carcases 183 15.3 -i35 15.3 
BeefOffals Jill ~ _lli;l ...A.1 
Total 870 100.0 2,:337 100.0 

TABLE 37 : SUMMARY OF PHYSICAL AND FINP..l~CIAL RESULTS FOR 
THE" CATTLE EXPORT SECTOR 

PHYSICAL 
C\Jcpucs (' 000 t DWr) 

Inputs Boneless BoneleDB Carcaaes Offals Uive Cattle 
('000 t r:wr) Pr.iLl.als other ('000 hd) 

Boneless Primals 466 ~66 

Boneless Other 457 457 
Carcaaes ~e3 183 
Ottala 58 513 
Live cattle (' 000 hd) 192.9 - 192.9 --

FIW.NCIAL ($ million) 

I~ts Fran <XIt~ts Te, 
Other other Value 

Sectors E:xte,"I1:l1 'rotal SectorD Rxternal 10tal h:I,jed 

Live Cattle 73 5'", 123 131 131 8 
Beef 2,837 12:". 2,960 3,138 3,13:3 l79 

Total 2,910 172 3,OB2 3,269 ),269 lB7 

AAACM INTERNATIONAL DEI"lVE;RI~'G PRACTICAL SOLUTIONS 
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The cost of exporting beef on a FOB basis averaged 14 centslkg and totalled $122 
million. Total value added from beef exports is estimated to be about $179 million 
which represents 6% of total export sales or 21 centsikg of shipped weight. 

6.3.3 Live Sheep {md Sheepmeats 

Live Sheep 

The live sheep subseetor h:mdles about 4.8 million sheep annu~lly (13% of turnoff) 
of which most are shorn Merino wethers for the Mid.dle East. Average eIF values 
are estimated to be $57 per head yielding a total income of about $293 million 
(including $15 million in urool). Total costs are about $254 million of which 31% 
represents livestock purchases and 69% external costs most notably shipping and 
feeding costs. Net va:.ue added post farm gate is estimated to be around $38 million, 
equivalent to about $7.92 per sheep exported. 

Sheepmeat Exports 

Table 38 shows that ~xports of sheepmeats between 1991 and 1994 averaged $469 
milliOr1 per year and consisted of:-

Quantity % of Estimated % of 
Product COOO tDWT) Quantity Value ($ m) Value 

Boneless Sheep:.neat 159 51.3 185 39.4 
Sheepmeat Can:ases 141 45.5 268 57.2 
Sheep Offals JQ 3.2 16 --.3.A: 
Total 310 100 469 100 

The cost of exporting :;heepmeats on a FOB basis ave~raged 13 centslkg DWT to total 
$40 million. Total value added is estimated to be arou::1d $23 million which is 5% of 
total export sales or 7 5 cents/kg DWT. 

TABLE 38 : SUMMARY OF PHYSICAL AND FINANCIAL RESULTS FOR 
SHEEP EXPORT SECTOR 

A. PIlYSlCAL 

C>..!tputQ (' 000 t DWr) 

Ir.p\;ts BonelesQ Ca=ases otf"ls Live Sheep 
(. DOC t DWr) Sheepneat . __ ....!(....;.O:..:.OO::......:.=hd:.c..) ______ _ 

Boneless Sheepmeat IS9 159 
Carcases 141 141 
Offals ]0 V) 
Live Sheep (No. Head) 4,8J5 4,835 

B. PIW.NCIAL ($ million) 

_~tB Pran C>..!tEutB To 
Oth~r Other Value 

Sectors Rxternal Total Sectors Extetnal Total Added 

Live Sheep g.) 174 254 293 293 38 ~ttOD and Lamb 405 40 445 469 469 23 
Total 485 214 700 761 761 62 

AAACM INTERNATIONAl. 
DELIVERING PRACTICAL SOLUTIONS 




