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Purpose

This report has been prepared as a submission

Agricultural White Paper to boost productivity

RDA Tasmania continues veork with representatives of the key Tasmanian agricultural sectors
including Dairy, Aquaculture, Red Med&pppies, Winefruit and Vegetables ar@ropping.

These understandings allow RDA Tasmania to provide support in the long term strategic
development of these sectors and provide advice to the Australian Government as required.

Executive Summary

Tasmania is fortunate to enjoy many natural comparative advantages when compared to other
regional areas of Australia. These advantages include high anainghll, clean environmental
conditions, natural border protection (from mainland pests and diseases)aandssiblearable
farmland that can be used for a diverse range of agricultural tasks.

Tasmanias investingin technologies such as SENSE and ne&v efficient irrigation networks are
being introducedenhance efficiencies and productivity. Howevd@asmanianagriculture faces
challenges due to the regions remote location and comparatively small scale of operations.

To summarise:

Availability of arable land

Moderate Climate

Natural coastal border

Improving farming management practices
Use of new technologies

Diverse range of agricultural production

Challenges

Distance to markets

Cost of freighting produce tonarkets
Lack of skilled workforce

Inability to compete on price

Reliance on migrant workers

Overseas influences including high AUD
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RDA Tasmani a
should focus on:

s submission to the Agriculture W

T Protecting Tasmania's competitive advantage o

1 Focusing on skill development and workforce attraction

1 Investment in infrastructure to support local competitiveness

1 Farm Finance packaging to assist new entrants int dfriculture sectorand encourage
investment in existing farm operations

1 Review of regulation and removal of unnecessary compliance requirements that hinder
competiveness

1 Promotion of the Agricultual sector as a vibrant and prosperous career choif@ school
leavers and job seekers

T Support devel opment of industry sectors that
advantages which are scalable and globally competitive.

1 Succession planning strategies for retiring farmers that provides mentddngew entrants
to the agriculture sector whilst retain a meaningéainnection tothe land.

Tasmania’ s agricultural sectors are wel Ithepl aced

industry continues to innovate and diversify.

Examples ofrowth sectors that are experiencing improvements in skill development and innovation
in processing includeDairy, Aquaculture, Fruit and Vegetables.
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Background

Regional Development Australi@ Tasmania

Regional Development Australia (RDA) is an Australian Government initiative established to
encourage partnership between all levels of government to enhance the growth and development of
Australia's regional communities. RDA committees operate under amatRDA Charter and report

to the Australian Government on key outcome$snational network of 55 RDA committees has been
established and RDA Tasmania represents the entire state of Tasmania.

RDA Tasmania is a Hotr-profit organisation that has a fornhg@artnership between the Australian
Government, Tasmanian Government, and the Local Government Association of Tasmania (LGAT). A
key focus of RDA Tasmania is on the economic, social and environmental issues affecting
communities.

Committee members of RDBRasmania are committed volunteers who have been chosen by the
Australian Government due to their understanding of, and experience in, a range of areas including
their professional and industry background, community networks, skills and experience.

RDA Tasmanie able to work with all levels of government, industry and community to pursue
challenges and opportunities relevant to our region. RDA Tasmania produces an annual Regional
Pl an that outlines RDA Tas madpriodatess vi sion for t

Priorities are informed through statistical data in the regional profile, Australian and state
government policy imperatives and stakeholder consultation.

Acknowledgement

RDA Tasmania gratefully acknowledges the assistanceieéndity ofTasmania (DAS, Department
of Economic DevelopmentDEDTA)and Dairy Tasmania in the provision of research for this
document.
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1. Response to the Agriculture White Paper
Questions

The following are structured responses to the Agricultural Competitihite Paper Issues Paper
which i dentgikiAiGKks Onhayt tAeyr¥st deSy OS G KS O2YLISGAGABSYS

Issue 1Ensuring food security in Australia andiogpally

Natural Barrier to Pests and Diseaseslasmania is fortunate to haveratural coastline which is
separate to the Australian mainland. This acts as a natural deterrent for diseases that are
transmittable by contact and also airborne virus and pests.

Opportunity exists to exploit this natural advantage whereby consumers caedssured as to the
integrity of Tasmanian produce based on its natural defences and its ability to withstand crop failure
that may result elsewhere.

This natural advantage is important to Tasmani a’
enaures best practice farming techniques that produces quality agricultural goods.

Genetically Modified Food- Tasmania has extended its ban on genetically modified food and
animals indefinitely which preserves the integrity of the crops farmed and the asraiaked.

However this does leave Tasmania susceptible to competition from overseas producers who use
Genetically Modified crops and livestockitezrease productivity and quality.

Recommendation

Tasmania needs to maintain, protect and promote its uniquetural bio security zone and
Cenetically Modified Food (GM@jatus as a marketing tool that enhances its reputation as a clean
green supplier of high quality agricultural produemd maintain Tasmania as an agricultural

exclusion zone free from many thfe pests and diseases that exist elsewhere in Australia.

Government can play a role in developing Tas m:
promotion tool for Tasmania’'s agricultural produ

These natural advaages will position Tasmania well for existing market expansion and new market
penetration as theAsianmiddle class become more affluent and able to choose food products hased
on nutritional value and quality

Government shouldhowever consideinvesing in further research and developmenn GMO and
non GMD agriculturalcropsto determine ifthey canbe produced in parallel to take advantage |of
market demands.

GMO crops may provide advantage in drought or flood prone areas and deter pests naturally
without the need for pest spraying regimes.
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Issue 2: Farmeretisions for improving farmgate returns

Tasmaniaoffers low volume, high quality farm produce that is groim climatically conducive
conditions that are less susceptible to the extremes of evemtt &s long term drought or flood.

These supportive climatic conditions help farmers plan annual production and manage the outcomes
with better understandings and certaintie$heuse of technologies continues to make this process
more transparent and user friendly.

SENET is one such example that employs a range of sensors throughout the state to measure and
monitor a variety of environmental indicators including rainfall, soinposition and temperatures
Having this data bank of real time information can allow the farmer to understand the patterns of
environmental contributors and therefore manage their farm units accordingly.

Up skilling of farm management practices is amwotlcontributor towards more effective and
consistent farmgate returns.

Farmers should be encouraged to sh#reir experience and tacit knowledge with new entrants to

the sectorsto supplementindependent training schooldeachings whichare now providig
theoretical and practical training to enhance the learningsttef farmers of the future. Agritas
College in the Circular Head regioraisexample of a specialist training school that provides this
type of training for agricultural students who are amgito enter the industry.University of
Tasmaniand TasTafe are also considering pathway training options for new and existing workforces
for food production, agribusiness and food innovation.

Recommendation

U7

Investment by governmentwhich isleveraged B the private sectarshould be directed toward
encouraging research and development treicures and implementany relevant findingsnto
improvements in farm management.

In particular emphasis should be placed on improvements in irrigation techniquésgddrought,
improved pasture management and protected croppfog seasonal eventthat ensuresa better
consistency of result and improved use of natural resources in regional areas.

Issue 3: Enhancing access to finance

Barriers continue to exist forgaicultural producers from banks and finance companies who are the
traditional suppliers of finance to farmers and farm managers. Unfortunately the banking system is
geared towards supplying finance at a price and the pricing models employed are rigiddeks

not allow flexibility in times of adversity such as climatic natural disasters including drought and
flood.

This inflexibility has led to the Federal Government having to provide financial support packages to
famers in times of crisis when the majosinks have been unable or unwilling to act.

This lack of support in uncertain times has not gone unnoticed by the major agricultural sectors,
which then raises the opportunity for alternate providers to potentially enter the market to fill the

gap.
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Any dternate service provision will need to offer support financing that is competitively priced and
able to provide flexibility to absorb downturns in income streams when conditions for production
are adverse.

Farming collectives that allow groups of fam&rsbtain better finance packages is another option
that provides better outcomes for farm financing. This option also encourages farmers to share
their own farm equipment and assets therefore reducing the financial burden on thefaran
operations to @ind all of their equipment needs individually.

Recommendation

Government should consider the ongoing use of farm finance packaging when appropriate however
emphasis and further consideration should be given to offering finance support packages to new
entrants who are burdened with large set up costsludingherds and dairy infrastructureThis will
positively support Tasmania, as agriculture is a major regional employer.

Agricultural producers should be given the opportunity to take advantage of evolving farm and

mar ket trends through *“ srapddiVersificatiprény financel package t h at
provisionor lending option provided by governmeshould be repayable and not a grant furitis
will ensure the borrower is committed to the project and is responsible for the outcomes as a yiable
ongoing conern.

Issue 4: Increasing the competitiveness of the agricultural sector and its value chains

The importanceof examining and understanding the value chains of any industry sector cannot be
understated. The process view of any farm business is valuableirnig lable to understand the
inputs, transformation process and resulting outputs of any farm production.

In particular thereview of the resources required to undertake each step of the process can lead to
innovation and implementation of alternate metholbgies that may enable a more beneficial or
efficient output.

Many “on farm” processes are now being examined
weaknesses and where improvements can be m&imle and location of food processing facilities

in regional Australia can impact on production costs and price competitiverigffisiencies through

resource sharing, economies of scale creation and improving technologies are all contributors that

are producing significant results that are improving fayate returns.

Recommendation

Governmentand Industry need to support thengoinganalysis of the agriculture sectors value
chains and ancillary services (such as transportation and freight) to idemtdyrefine further
efficiencies wherever possible.

Government can assist in the facilitation of bringing smaller producers together to explore

opportunities for sharing of food processing clusters whereby similar processes of operation can be
amalgamated creating econoesiof scale for food productiorAddtionally government can support
education and training skill development in innovation to create viable niche businesses that offer
smaller scale high quality produce.

Page |8



LE&dz2S pY 9yKEyOAYy3I | ANROdA GdzNBQa O2ydNROdziAz2y (2

Farmingand agricul tur al production is often referr
communities and with good reason as the majority of regional communities in Australia rely on
agriculture as a means of deriving an income.

Tasmania is no exception Wimostregional communities through the state engaged in one or more
agricultural industries.

Many farms engage in the notion of soci al resp
where they in tun derive their workforceThis has happened fonany years and is a responsible

way for many farmers to maintain the integrity of their farm businesses through attracting the right

type of worker who will continue to work on the farm until the next generation of workers succeeds

them.

With each genation of farmers new learningand methodologies are employed which in turn
improves theon-farm operation.This regular enhancement of ofarm processes continues to help
deliver improved efficiencies and competitive outcomes.

Regional communities typically exist as a result of agricultural sector activities as many are located in
regional areas that have accessibility to large areagdtulturalland.

This remoteness does come at a price and often many regional commutitiest have access to
services and facilities normally enjoyed in urban areas including health care facilities and hospitals,
specialist educatiorentertainment, and sporting infrastructure.

Transportaton in regional Tasmania is often irregular and icessible which can disadvantage
regional youth in skill development, education and potentially gaining alternate employment
opportunities.

Social interaction can also suffer leading many young people to seek life experiences in the greater
urban towns andities which in turn can make them reluctant to return to the land and sacrifice the
offerings they enjoyed as part of the city culture.

Recommendation

Government and industry shoulidvest in the promotion ofagriculture as a career path for new
entrants.

This skill knowledge base can start at school with agriculture specific tuition provided at high [school
level and then enhanced in the tertiary education sector.

Emphasis should ben ongoing skill development and training that encourages innovatiwveiting
and knowledge sharing froexperiencedarmers.

Governmentshould continue tosupport affordable tansportation, access to technologies such| as
the NBN and other social infrastructusghich will encourage more young people to consider
agricultureand residing in regional communities as a long term career choice
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Issue 6: Improving the competitiveness of inputs to the supply chain

Tasmanighas an excellent foundation for agricultural production with sufficient natural resources
available includingarable land with rich soil content, good rainfall and favourable climatic
conditions.

To date Tasmania's agricultural sectors have be
has allowed them to dea solid base for productioidowever broad imestment in critical agriculture
related infrastructure has only recently been undertaken.

Both Federal and State Governments are committed to investing and supporting infrastructure
investment in irrigation, roag electricity and conversion of identifie native vegetation into
productive farm units. Additional investment in technology through the SENB&workis also
supportngimproved farm management technigues and soil cultivation.

The rollout of this infrastructure has been dependent on the labdity of surplus funds from
government, however it has become apparent that this investment is becoming time critical as
Tasmania becomes more exposed to overseas competition that is better funded and support
through leading edge infrastructure.

Contiruing delays in infrastructure development will put Tasmanian exporters at a distinct
disadvantage and may potentially threatelong term market opportunities.Likewise skill

devel opment of existing workers and frasfugture nt r ant
investment for the long term.

The advancements in farm management practices and the increasing usage of technologies with on
farm tasks is placing higher demand on farm workers to have a multitude of skills which take time to
learn. Teaching new generation of farm workers will require time and resource, both of which will

be placed on government to deliver.

The agricultural sectors themselves need to promote their industries as viable career opportunities
to school children and new entrants to ensure there are clearly defined pathways into agriculture.

Cadetship programs for school children to participatéaimm work as part of their curriculum should
al so be encouraged as a “hands on” recognition o

Additionally tertiaryeducation providers includingniversities and TAFE Colleges should engage with
school age chilém to promote advanced learning in agriculture as part of their service delivery.

Undertaking these activities will ensure that a regular stream of employable young people will enter
the industry and improve the outcomes for the agricultural sectors byiging new leading edge
thinking, innovation and a creative mindset.
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Recommendation

We encourage government toontinue investmeninto rural roads and bridges to enable maxim
use of higher efficiency vehicles (egDBubles), support constructioof livestock underpasses t
enable more effedve use of land through tl creation of scale (linking twproperties otherwise
separated by road)

[®)

The continuation ofnvestmentin backbone infrastructure such as irrigation networlsscritical to
supporting on farm productivity. In addition government shoufdest in extension officers tp
support farm businesw take advantage of new technologies and innovation in agriculture

Skill development programs should be reviewed and eckd to ensure that existing and new
entrants are sufficiently skilled to deliver excellence in farm management and innovate| with
improved methodologies.

Issue 7: Reducing ineffective regulation

Australiah a s a “t hr ¢em oft governneedt”basexd yodhe local, state and federal
government systems.

Therefore regulations offered at each level can make the notion of conducting business a
burdensome undertaking which requires multiple compliance regimes to be undertaken.

Tasmanidas29 local councils @rating in conjunction withhe State and Federal Governmethtat
each provides layers of regulation and resulting compliance requirements. Many of these
requirements are unique and not recipmcto each other requiring time and resource to be
allocated ly the farm manager to undertake compliance tasks that are not productive.

One option for consideration is to amalgamate the compliance requirements for all levels of
government which would reduce time for the farm manager.

Thi s “one st opuldspbtengally alkepate the aeedhfor iegular reporting to multiple
government agencies and encourage information sharing.

Another option could involve each agricultural sector representative association providing a
compliance specialist to undertake theporting task on behalf of their members. This option could
be undertaken for a cost but would remove the burden of reporting away from the farm manager.

Tasmaniais required to provide rigorous environmental regulation to protect and maintain the
integrity of its native vegetation and wildlife.

However these regulations have been used in the past to stifle or stagnate opportunities for
development by business and industry whereby the proponents have been frustrated by opposition
groups that are determingto not allow land to be used for agricultural purposes.

Government needs to be mindful that when developments are proposed that meet all of the
environmental and regulatory requirements they should be supported, so long as they are regularly
monitored fa compliance in a transparent manner that ensures they produce the stated outcomes.
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With the move towards free trade agreements with major trading partners, emphasis on regulation
that creates and maintains a level playing field for local producers shioelldhe focus for
government. This will ensure that production standards are maintained to the highest level without
unnecessary compliance burdens for farmers when compared to their overseas competitors.

Recommendation

Governmentshould continue to review the reduction of red and green tapfr the agriculture
sector. Priority should be given to streamlining regulatory requirements in primary production
including environmental compliance, waste management and food procedsirgnsure domestic
andinternational competitiveness.

Ongoing consultation and review of the regulatory environment should be encouraged by
government so that any changes in industry are recognised and incorporated periodically.

Ideally this should be undertaken by a panelnafiistry representatives and government to examine
the industry and emerging market trends to recommend change where required.

Issue 8: Enhancing agricultural exports

Tasmania continues to grow its export market share through the strengthening of existirkgtm
supply (as a result of increased demand) and the development of new markets overseas.

Whilst Tasmania is unable to compete on price based on quantity, it can compete on price based on
quality and this is becoming increasingly significant as mamptdes including China, India and
South Korea are now able to afford to pay more for the foods they chose to consume.

The middle class sectors of these countries are becoming more affluent and are now consuming
more dairy and protein based foods whisth e | pi ng Tasmania’'s agricul tur
greater inroads with its produce.

However this could be enhanced further through ttievelopmentof free trade agreements with
major trading partners that would effectively remove the barriers inclgdiariffs from Tasmanian
exports.

Tasmania is able to compete on gquality with its
internationally therefore the removal of these barriers will enable greater opportunity for demand

driven exports to inease.However many Tasmanian producers are still developing sufficient scale

to be able to compete globally as they increase their capacity.

This is an evolving process which requires capital investment and development of supporting
infrastructure in lie with up skilling of current workforces and future employees in on farm
production and downstream processing.

Due to its remotenes§asmania does suffer with the ability to get goods to market in a timely
manner. Unfortunately thedistance and time to market limits the fresh produceable to be
transported by shipnsteadrequiring high value produce such as seafood to be shipped by airfreight
which is costly and only accessible for some producers living close to the urban centres.
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Potential solutiols include a regular airfreight service that is cost effective and able to be accessed
by multiple agricultural producers. This may evolve when sufficient freight volumes are realised and
the continuity of service can be guaranteed by exporters.

Recommendabn

Government and industrghould continueto support agricultural exportsthrough investment in
supporting the environment including water and contaminate free arable land and improved
infrastructure such as power, road and port facilities.

Both government and industry should be encouraged to devetopinfrastructure strategy that
considers the needs of the agriculture sector in the long term.

Issue 9: Assessing the effectiveness of incentives for investment and job creation

Successive federal andtate gvernments have provided requl financial assistance to the
agriculture sector to maintain and improve its alyilib contribute to the Australian economy. Whilst
some of these assistance packages havekea successfully in the pastowernment § not solely
responsible for driving any improvement of outcomes for agriculture.

Like other industry sectors, agriculture needs to drive its own outcomes through its own strategic
development initiatives including the delopment of key export markets.

Tasmania needs to focus amprovements in the efficiencies of its farming operations and the
ongoing implementation of key infrastructure and technologies to assist in farm production.

Agriculture needs to be promoted as a growth sector for potentialgte investors to consider as an
investment opportunity.

This private investment funding can help fund key infrastructure implementation and remove the
agricultural sector from being overly reliant on government to provide the outcomes.

However governmentan still contribute through the development of specialist training programs
for new and existing farm workers to develop and enhance learnings and on farm skills.

Recommendation

Government should continue to invesh supporting infrastructure for the agriculture sectpr
wherever possible, howevat is not solely the role ofayernment to drive all investment outcomes.

The agriculture sector should be encouraging private investmerobyvesting wittgovernment as
a means to attract other investoiscluding Australian superannuation funds and overseas investors

Government should encourage further capital investment through incentivised programs including
accelerated depreciation or tax incentives to support therghase of on farm equipment and
infrastructure.
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2. The Tasmanian Economy

Tasmania continues to record below average outcomes in key economic determinants such as
employment, skills andducation and economic growth.

Our community is divided in its suppofor economic projects and being an island presents
challenges in freight and transportation which are being currently reviewed by industry and
government to maximise efficiencies and infrastructure use.

Without busness investment and growth, thatate is highly dependent on government funding and
administration. It is hard to look at the Tasmanian economy without being confronted by the figures
for economigperformance, which would indicate slow or no growth.

The Tasmanian gross state product was $23 billion in 2P, 1a yeaion-year growth of 0.5 per cent
compared to the national growth rate of 3.4 per cent.

The rate of unemployment istill the highest in the country at 7.4 per cent (March 2014) which
refleds below trend economic growth in Tasmania and a notable divergence between the
performance of the Tasmania economy and other regional econdmies

Thestate'schallenges to economic growth can be summarised as

Tasmania has been largely detached from the resource boom;

few industries benefitting from growth in Asian markets;

strong Australian dollar reduced the competitiveness of Tasmanian exports;
commodity prices falling;

low consumer and business confidence;

weak retail and construction sectors;

reduced State Government GST receipts and reduced public spending;
decreased private investment;

forestry in decline;

overall decrease in aggregate hours worked and high unemployment; and
net out-migration and popultion stagnatiofi

=4 =4 =8 = -8 -8 -8 -8 a8 9

These challenges have led tbhe decline in traditional industries including; food processing
textile/clothing/footwear, wood and papermachinery and equipmenandapples and pears

This decline haseen the value of goods arsgrvices exported overseas decreasing by 8.7 per cent
from 200607 to 201112°. Another traditional industry, the metal processing industry, has had to
undergo astructural transitionto sustain outpuf but has needed job losses to achieve productivity
gans.

1Weekly Economic Summary, 12 July 2013, Department of Treasury and Finance
2 Structural Change in theasmanian Economy, Department of Treasury BindnceApril 2013
3Weekly Economic Summary, 14 June 2013, Departmeneafiliry and Finance
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Forestryis one of the most recognisefhsmanian industries and also the industry experiencing the
most profound structural changeData shows that the forestry industry has shed 3,500 in recent
year$ and wood exports from ports across the stateststopped or dramatically declined.

The impact of this change has hit regional communities the hardest, where few alternatives to
forestry exist.

Nonetheless the Tasmanian economy hgsown in industries including dairy, stone fruit,
aquaculture, spdalised manufacturing and recently tourismThere is growth and investment
potential in these industries and all involve the movement of freight and people across Bass Strait.

The public sector plays a key role in the economic profile of the regionpzippately a third of
people are employed in public sector jobs, with a third employed in private sector jobs. However,
much of the private sector, such as construction and retail, is reliant for work generated by the
public sector or spending by those efoped in the public sectdr

100%
0%
mPublic Sector
80% - Services
® 70% - M Private Sector
3 Services
§ 60% W Construction
o
S S0% |
a B Manufacturing
o 40% -
Q0
6 0% - HMining
F
d i
» o IAgr‘iC_uhlur‘e,Forestr'y
| 0% - and Fishing
0% -

[991-92 2001-02 2001=12

Chart— Share of Gross Value Added by Industry, Tasmania-9®%d 201112, original annual data (excluding
ownership of dweIIingg)

Priorities and Opportunities

Tasmaniahas manychallenges compared to other regiorend its econamic performance is
comparably slower.

In July 2013Tasmania laged all other economies on aif the eightCommSec State of the States
indicators, which are; economic growth, retail trade, equipment investmemtemployment,
construction work, population growth, housing finance, and dwelling starts.

‘Diversif ying Tasmani a’s Ec on eReyised @crokel 2012 iAgstragiam thno@fiéeseaccimGentre Fi n a | Report
° Obstacles To Progress, Griffith Review Edition 39, J. West, 2013
® Structural Change in The Tasmanian Economy, Department of Treasury and Finance, April 2013, using data from Australidcddafiis: State Accounts, ABS Cat No 522.0
" CommSec State of the States July 2013
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The Tasmanian Government introduced a wholggovernment Economic Development Plan in
August 2011 and detailed operational documemtgh priorities for the three subregions, he
regional economic development plans, were launched in November®2012

Priority sectors areecognisedin the RegionalEconomic Development Plams those with the
potential to make the most of Tasmania’s compet.

Knowledge of the needd these growth sectors is critical for input into issues such as infrastructure,
skills, landuse and regional planning.

The priority sectors have floan effects into major employment sectors including retail and the
service sectorsThepriority sectas are:

North West North South

Advanced manufacturing Advanced manufacturing Advanced manufacturing
Food and agriculture: Foodand agriculture: Antarctic and Southern Ocean
Dairy Dairy Food and agriculture:
Floriculture Fruit Fruit and vegetables

Fruit and vegetables Poppy Poppy

Poppy Red meat Salmonid

Red and white meat Vegetables Wine

Salmonid Wine Forestry and related products
Forestry and related products Forestry and related products International education
Mining and mineral processing Mining and mineral processing Science research

Tourism Tourism Tourism

Source: Regional Economic Development Plans 2@k$artment o Economic Development (DEDTA)

The Australian Innovation Reseah Co U rDd ivle'rs i f y i nogomyl-aAmatysisnanad ' s Ec
Op t i repors finds that by creating 4,400 jobs the unemployment rate can be reduced from the
Tasmania level (7.3 perceatt t he t i me t htetherAaspaliantieves(5.5 perlceng,s e

and identifies a route toward achiig this”

o Strengthen and grow Tasmania’'s private sector

o Reinforce comparative advantage and focus on b
matter in competition and meet customer needs.

o Build on fouw or five effective industries with the greatest growth potential; aguaculture, dairy
and wine, and also horticulture.

o Prioritise; infrastructure that leads industry, industry clusters and agglomerations, research and
development and support for innovatio

8 www.development.tas.gov.au/economic/economic_development_plan
Diversifying Tasmani a's EconeReyised@ctolel 2012 iAsstradiam thnozapon Researsh Cerfire nal Repor t
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3. Understanding Regional Agriculture in Tasmania
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almost $2 billion a year at farm gate and employs around one in six of every working Tasmanians.

These figures clearly confirm the importance of the seag@n economic driver for the economy and
demonstrate that agriculture is a more significant contributor to the Tasmanian economy than in any
other state Every corner of our society is touched by the-b&lhg of the farming sector.

With this in mind,tiis clear that Tasmania needs to ensure that the agricultural base of the state
remains competitive and profitable. While Tasmania has struggled economically over recent years,
agriculture has been a showcase of the economic potential that this state loéfer.

Our members therefore expect that political parties and candidates will recognise the important role
agriculture plays within the economy and this will be reflected in their pdiictesJan Davis
Tasmanian Farmers and Graziers AssocialibsA)

%% 3an Davis TFGAThe Mercury Column fovarch 2014

Page |17



Key Statisticg, Tasmania

The following graphs illustrate the contribution agriculture make§&smanian economy and how
exactly the composition of this contributias madefrom a number of major and minor agricultural

sectors.

Importantly it should be noted that these sectors continue to evolve iarabiditionnew sectors are
being added as new opportunities are exploiadinewi t h mar ket demands.

assets of arable land and rainfall continue to enable thiversity of production to exist.
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Key indicators Key statistics at a glance
35%

Gross State Product (GSP) (2009-10)

%

%1 820 million!
B.2% of Tasmanian G5P

]
]
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Employment {year to August 2010

20 370 people?
8.7% of Tasmanian employment

Mational equivalent employment: 5.3% of
total

Gs5P EMPLOYMEMT EXPORTS Exports (2009-10)

s
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E

Percentage of Tasmanian total
i
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=

EMAIMNLAND  BOVERSEAS
$527.6 million overseas?
B $1458.0 million interstate
Regional Employment? 28.8% of Tasmanian exports

mMNORTH
WEST

EMORTH

mSOUTH

5P estimates from REMPLAM (included above) have been derived using an input-output approach. The Department of Primary Industries,
Parks, Water and Environment's (DPIPVYWE) Industry Scorecard is a supply chain measurement of farm-gate/beach prices as well as estimates
of the value of process/packaged poods. These estimates are not comparable given the different methodological approaches. The most
recent DPIPYWE scorecards can be found on the DPIPWE

i

Datz on G5P contribution has been sourced from the Department of Economic Development, Tourism and the Arts” (DEDTA) customased REMPLAM
meadied, developed by Compelling Economics. For more information on the REMPLAN model please se= the Approoch to Develohing the Economic Development
Plon, available at

2
Employment data has been cladated from ABS Detiled Labowr Forcs Dat (ABS Cat Mo 8291 .0.55.003).
Irtzrnational exports have been sourced from subscripton-based AES Intzrnational Merchandize Trade dam (Cat Mo 5368.0). Interstte estmates hawe been

derived from industry estimate=s, CPIPYWE Industry Scorecard estmates and estimates from the AIRC Innovation Census. As such, they should be used with
caution.

Page |18

S

Tas me

N2



Food — Farm Gate / Beach Value $ 1,456 million

Other Seafood  Wine
$8m - r$18m  Beef

Atlantic Salmon

Crther Livestack
F401 m 41 m
Dairy
E312m
Crysters
$23m
Abalone
103 m
Leabetar
el m £3lm
Other Vegetables $5;|—:ﬁ_
38 m Carrats
F2lm Peas
F6m
Source DPIPWE Industry Scorecard 2010-11
Food — Packed & Processed Value 52,847 million
Bakery $103 m Beef F262 m
Beer $350 m Sheep 44 m
Cther Livestock 555 m
Confectionery 3386 m Coairy $416m
Apples 336 m
Wire 340 m Other Hort 364 m
Orther Seafood

Him Potatoes $239 m

Aflantic Salmon 431 m Onions $47 m

Peas £10m

Carrets 339 m

Cither vegetables $67 m
Lobster $61 m

Orysters 4 m
Abalens 115 m
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Key Characteristics

Diversity of Agriculture Sectors

Tasmaniais sparsely populated with many rural communities spread through the state. Many
farming communities are isolated and are not always able to access the service offering found in the
larger regional centres located in the North West (Burnie and Devonpotth (Launceston) and
South (Hobart).

Many agricultural sectors reflect this trend with pockets of agriculture located in these communities
including Dairy in the Circular Head region (North West), Fruit and Vegetables Burnie and Devonport
(North West) ad Huon (South), Wine production Tamar Valley (North) and Hobart (South) and Beef
Production (North West).

However as more arable land is being sourced for expanding primary agricultural production, there
appears to be a blending of sectors away from theaditional basesThis can only enhance the
sharing of resources, the aggregation of freigipth inwards and outwards from the farm gate

and the associate economies of scale as greenfield sites are developed.

Limited Skilled Workforce

Unfortunately Tasmania has a stagmaageing population which is perpetuated with below
Australianaveragemedian education attainment, poor job attainment and job participation levels
and high youth unemployment.

Many industry sectors are unable to source adequatedyned and skilled workers who are able to
perform the tasks required leading to many businesses to acquire skilled workers from mainland
Australia and overseas.

This issue is complex and not able to be addressed easily. Many skilled and employable averkers
able to choose from a variety of positions making them transient. This in turn will make potential
employers hesitant to commit resources to train them if there is no guarantee they will receive long
term commitment in return.

Getting Produce to Mrket

The issue of shipping produce to market is not new and has been the sobjEetleral and State
Government investigations. The cost of shipping and the timeframes to get goods to market is an
ongoing concern for the agricultural sector which relieswvily on a reliable service.

The reliance does leave the industry susceptible to price fluctuations and the ongoing duopoly effect
as there is insufficient competition between shippers to influence a true market price.

In addition Tasmania suffers frothe lack of a long term strategic freight strategy which leaves the
state with an abundance of ageing infrastructure which is not equipped to deal with the changing
freight task of Tasmanian exporters. This longer term issue will need to be address®t at®tate

and Federal Government level.
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Opportunities for theTasmaniarAgricultural Sector

The agricultural sector in Tasmania continues to grow as the demand, both domestically and
internationally grows.Key data suggests that Tasmania is well placethcrease its agricultural
exports in line with increasing demand from ASEMNssociation of Southeast Asian Nations) in
most food groups including beef, dairy, fruits and vegetables.

This increase in demand can be attributed to a change in the ligeatyd increasing income of many
middle income earners in ASEAN countdeshown below*

Prospects for growth in ASEAN food
consumption

vegetables [ — o,

it — 100
Meats  [TT—— 3

Cereals [ 25% m 2050
Oilseeds -43% W 2007

Dairy products [ 200%
Sugar [JF 56%

2007 USSh a0 20

Source: ABARES 2014 Conferer@gportunities in Asig Jammie Penn Australia Bureau of Agricultural and Resource
Economics and Science

The specific industrgectors that will benefit from this opportunity include:

Dairy —Milk Products, Skim Milk Powder, Butter and Cheese
Fruit and Vegetables — Specific fresh fruit and vegetables (seasonally grown)
Red Meat —Meat Products including Beef and Lamb

Whilst some supplyor these products can be sourced internally, many ASEAN countries will need to
source these foods from other suppliers. Tasman
guality produce will ensure it is well placed to take advantagjthis increasing demand which will

enable future investment in these key agricultural sectors.

Tasmania should be encouraged by these opportunities and will need to plan accordingly to ensure
that its infrastructure needs to support the increase in proglug, to service its current and future
markets, are communicated to State and Federal Government.

1 ABARES Conference 203dmie Penm PresentatierOpportunities in ASIA
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4. What are the key Agricultural &ctors for
Tasmani&

Tasmania has three recognised economic regietie North West, Northern and Southern regions
which each have their own unique characteristics. Agricultural Industry Sector Profiles for each
region appearin AnnexuresB, C and D(sourced by the TasmaniaDepartment of Economic
Development)to illustrate the diversity of agriculture in Tasmania and how collectively they
contribute to the Tasmanian economy.

North West Tasmania Agricultural Sector ProfileStrengths

The North West region of Tasmania features a number of key agricutecabrs including, Dairy,
Vegetable and Fruit, Poppies, Red Meat and Aquaculture. These sectors have experienced
incremental growth over a number of years as demand for produce ineseas

The climate and availability of arable land continues to support growth in these sectors with farm
management practices and the use of existing and new technologies assisting in more consistent
annualised yields.

Opportunities for future growth exigbrimarily in the Dairy and Aquaculture sectors. The growth in
these sectors is demand driven and is influencing industry to invest internally and source additional
financing from external sources to implemeargw supportingnfrastructure.

Northern Tasmara Agricultural Sector ProfilesStrengths

The Northern region of Tasmania features a variety of key agricultural sectors including, Vegetable
and Fruit, Red Meat, Poppies and Wine production. The Dairy industry continues to evolve in line
with the developnent of farm units however this is occurring slowly as supporting infrastructure is
introduced such as electricity and roading.

The climate in the Northern region including consistent weather patterns is conducive with crop
production and specifically wingroduction is a growth area for this region.

Many varieties of white wine and light red wine is now being grown and the resulting vintage is
becoming recognised within the Australian domestic market and abroad.

Opportunities for future growth exist priarily in the Dairy and Cropping sectors. However growth
can only be achieved over the |l onger term as | a
productive farming units which require significant investment.

Therefore any growth in these sectoshould be viewed as a longer term strategic goal which will
include staged development based on affordability and demand.
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Southern Tasmania Agricultural Sector ProfileStrengths

The Southern region of Tasmania features a representation of key Hgradusectors including,
Vegetable and Fruit, PoppiesAquacultureand Wine production. These sectors have been
established for a significant period of time with some growth in the Aquaculture and Wine
production evident in recent years

The climate in th Southernregion can be perpetuated by colder weather patterns in the winter
months when compared to the other regions of Tasmania. This can impact on the ability to diversify
the types of crops that can be grown which ignaiting factor. However Winerpduction continues

to produce consistent yields in line with the Northern region.

Opportunities for future growth exist primarily ithe Aquacultureand Croppingsectors with the
recent expansion of the Huon Aquaculture hub producing larger output. Hawlweeto quarantine
requirements this hub cannot use the processing facilities available in the North West region which
could potentially influence freight and handling costs through economies of scale.

Opportunities through Infrastructure Investment

The key agricultural sectors identified all share a commonality of theme in that each region can
potentially increase its production capabilities over the longer term through investment in arterial
infrastructure that can utilised by all sectors. This infrasture includes roading and rail, power,
irrigation and port (freight) facilities.

Ancillary infrastructure including technology (NBN internet), skill development training for new and
existing workers and affordable public transportation services in regiand remote communities
are also key to supporting any growth in these sectors.

Government at Federal, State and local levels are aware of the need for this investment, however as
competing prioritiesare considered in line with budget constraints, any infrastructure investment of
this naturethat are made for the agricultural sector will be based on affordability more so than on
need and to maintaiand improvecompetitive advantage.

To date however both Federal and State Government have contributed significantly to major
infrastructure projects specific to the agriculture sector including the §N8chnology network,

the NBN and the irrigation networks through the state which turns-porductive land into viable
production units.

Additionally Tasmania continues to lead Australia in renewal energy production which provides
Tasmania with a seHufficiency based on renewable power generation. The investment in this
infrastructure positions Tasmé&n well with the opportunity to export surplus power to the
mainland.

However investment must continue to ensure Tasm
Australian agriculture sector is enhanced and not diminished due to substandard inftastruc
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5. Research for Tasmanian Agriculture

Tasmanian agriculte continues to be examined, researched and analysised for opportunities to
expand the underlying industry sectors in liméh increasing market demand. The following is a
summary of recentagsearch undertaken by the University of Tasmania into the agricultural sector.

In addition, a snapshot of the Tasmanian Dairy Industry illustrates an example of how an industry
sector has chosen to undertaken a structured growth program to address imgedsmand for its
products.

University of TasmanigUTASY,
Accounting for Agriculture in Plackased Frameworks foRegional Development

The University of Tasman@@TAShas recently undertaken an extensive studyregard tothe
competitiveness ofTasmanian Agriculture in the North West region (in conjunction with the
Australian Government’'s Rural I ndustries Resear
recommending a long term regional agricultural development strategy for the region.

The URS reporta! wS3IA2yLFf | ANROdz (Gdz2NF £ 5S@St2L®Syd {4
provided as an addendum to this report for reference.

A number of findings associated with the strengbommd weaknesses of t he Nor
agricultural sector werenade including:

Strong Mtural CapitalAssets
GoodCulture of Regional Pride
Supportive Communityrramework
Strong network relationships

WEETGESSES

Weak gvernance of agricultural value chain:
Poor ntellectual propertymanagement
Cultural Conservatism

Resistance to change

Fragmented innovation

The UTAS report concluded that lomgrm strategic planning, improved communication and
collaboration between the participants in the value supply chains were crucial to any long term
competitiveness improvements and resulting growth in the agricultural sectors.

Many farmers that were interviead expressed conservative views that were risk adverse suggesting
that any longer term innovation or restructuring of the industry would need to be staged in order to
achieve widespread acceptance.
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Unfortunately by doing this any gains in productivity efficiencies through innovation would be
harder to achieve in the short to medium term.

The UTAS report further suggested that the future of the agriculture sectobevilependent on the

ability for the industry to better skill itself, attract qualityiid workforce, be more receptive to
change, be able to collaborate with other producers to achieve economies of scale (for processing
and export) and develop and implement a long term strategic plan for the industry.

In order to achieve these goals, mangustry participants will need to consider their own business
models and in particular how they can contribute towards ampitinated long term strategic plan
for the industry.

Dairy Tasmania A Case Study

The Tasmanian Dairy Industimas recentlyundergone an extensive planning process in order to
addressa growthin demand formilk products including milk powder, butter, cheese, cream and
yoghurts.

A sustained increase in demand for these products has prompted the industry to consider how to
service existing and new markets over the longer term. Production has increased in recent years
however the rate of increase has not kept pace with the associated increases in demand.

Tas milk production (ML) and milk price [$/hg milksalids) 1994-2013
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Three crucial areas have been identified to assist in the expansion ohdlostry: (refer to the
Sustainable Dairy Growth Strategy in Annexure A).
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More Investment This is critical to help produce and process increase volume
milk products

More Cows An increase in herd sizes is required to provide the volume
milk required to service the increase in demand

More People A skilled labour force is required to manage the farms, work in
downstream processing factories and work in the associ:
industries to process the products.

Milk Production Trends

Milk Production
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It is envisaged that the growth in production in the next five years will help address any shortfall in
supply to address current demand requirements however some opportunity does still exist to
increase production further into the future should demand levetséase again.

Planning for the future

DairyTas, Dairy Australia and the downstream processors have collaborated to strategically develop
a long term plan to design the future expansion of the industry.

Each group has provided initial funding and in ksupport to implement a business plan of
structured activities that will support the development of these key areas.

Federal and State Government has also provided financial support for the industry which endorses
the confidence of the other key stakeholdein the longevity of the industry in conjunction with
current and future opportunities that are available.
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Engagementeffective communication and collaboration have all contributed to the Dairy industry in
Tasmania positioning itself with the opportunity grow in a sustained way over the longer term
through the leveraging of private investment with government support.

This investment will allow for structured development of key infrastructure, development of supply
chains and investment in a long term skilled workforce which will succeed generational workers who
leave the industry.

Conclusion

The Tasmanian Agricultdraectoris fortunate to have opportunities to gragvbased on increasing
demand for its products. Tasmania’'s reputation
more in mainland Australia and overseas as consumers become more aware of the nredue

quality over cheaper options.

Many sectors of Tasmanian agricultuare experiencing demand driven expansion which does
create a dependency on additional investment from the private sector and government to fund key
infrastructure requirements.

Unfortunately competing priorities at a government level does mean this investment is incremental
andleavest he i ndustry susceptible to playing “catch
term infrastructure is implemented including roagdsrrigation, power networks, NBN and port
infrastructure the benefits will enable widespread increases in production to occur.

Leveraging private investment including foreign investment is key to driving these funding
requirements. Increasingly many customers whoks@@smanian produce are offerirtgeir own
investment funds as a means of guaranteeing regularity of supply in an increasingly competitive
demand drivermarket Tasmanian agriculture producers should view this as a sign of confidence in
their abilities toproduce quality goods that will be demanded by consunaers act accordingly

However physical infrastructure is only one major component to consider, the other being a
sufficiently skilled workforcethat is ableto undertake the tasks required throughout the value
chains of the agriculture sector.

Tasmania like many other regional areas of Australia suffers from a lack of suitably qualified
employees who are willing to work in the agricultural sector which ieasingly stiflingany growth
opportunities.

I nvest ment i n a well trained workforce wild/l b
participate in future markets which will also influence regiorabnomicgrowth and improving
standards of living.

Government s’ role as a facilitator of skildl devel
to help make the industry more comp#tie. Howevermore attention willneed to be given to

removing unnecessary regulation and compliaboedens for farners and farmmanagers who will

become increasingly time poor as the demands of their roles increase in complexity.
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Key Reference Documents

Dairy Tasmanial ndustry Growth Strategy “lInto Dairy Sust
Department of Economic Delopment—Regional Economic Development Plans 20023

RDA Tasmania Regional Plan 20034
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