





Australian Dairy Plan

Regional breakdown

The regional breakdown looks at Table 3 DFMP/QDAS farms by region achieving >$1.50 EBIT/kg MS
the proportion of farm datasets
achieving >$1.50 EBIT/kg MS in

2013-14 2014-15 2015-16 2016-17 2017-18 2018-19

WA 43% 79% 75% 74% 40% 22%
an)./ given year. This ha.s not beeni NSW 30% 43% 29% 26% 9% 13%
wel_ghted by regloT]aI.n?llk produ.ct|on SA 37% 20% 25% 13% 42% 30%
as it only looks at individual regions. Tas 81% 60% 26% 15% 45% 45%
Since the DFMP launched in 2007, SW Vic 72% 329 4% 20% 12% 20%
the Victorian regions have been North Vic 68% 24%, 4% 8% 8% 4%
in a three-year cycle of financial Gipps 80% 44% 0% 16% 28% 8%
performance. Qld 1% 33% 38% 46% 12% 5%
This has continued for 10 years, Source: DFMP/QDAS
where every three years an event
(drought, price crash, GFC as Figure 6 Victoria — percentage of farms achieving >$1.50 EBIT/kg MS
examples) has impacted farm — SW Victoria = N Victoria = Gippsland
profitability in the year following 100
a strong industry performance. %
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Figure 7 Queensland — percentage of farms achieving >$1.50 EBIT/kg MS
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Figure 8 NSW — percentage of farms achieving >$1.50 EBIT/kg MS
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Over the past four years, Victoria
has been impacted by back to back
events impacting performance and
has not seen the traditional recovery
year between such events. This

has resulted in a small proportion

of DFMP participants achieving

this $1.50 EBIT/kg MS target since
2015-16.

One notable difference between
Victoria and other regions is the level
of volatility throughout the 13 years.
This can be somewhat attributed

to the variation of milk price

received between years of Victorian
participants compared with northern
Australia regions.

Figure 9 WA — percentage of farms achieving >$1.50 EBIT/kg MS
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Figure 10 Tasmania — percentage of farms achieving >$1.50 EBIT/kg MS
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Figure 11 SA — percentage of farms achieving >$1.50 EBIT/kg MS
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Cost of production and milk price

Figures 12 and 13 illustrates the Figure 12 2018-19 range of COP for farms
difficulty of setting a meaningful — TargetEBIT @ Farms
target around COP. The graph 4.00 .
. . . °
shows farmers achieving >$1.50 3.00 . .. 4 .
° ° ° -
EBIT/kg MS, and the range of COP 200 N e . e e v, -
and milk price for the businesses @ 100 5 '-:’o‘k' P T T e P A
i i jd S o . - o ® ." o e '..: ’;o’.. '.
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. ': - - e o o e o - :o °
These two graphs illustrate the @ 1o N
. - } L s hd
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farmers use their resources 300 o
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Figure 13 2018-19 range of milk price for farms
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Notes

« Tasmanian data has not been
validated at the time the analysis
was completed, therefore the
201718 figure has been used
for this region.

* The participants in the DFMP
and QDAS sample are selected
to represent a distribution of farm
size, herd size, geographical
location within each region.
However, the farm selected may
not fully represent the average
dairy farm population.

» There is some changeover of
participants each year in the
datasets from a total sample size
of 20—60 datasets per region in
2018/19, >230 Australian datasets
per year. To mitigate the potential
risk of change in participants
affecting the measurement of
individual farmers longitudinal
data, the proposed method is
to measure the proportion of
individuals achieving >$1.50 EBIT/
kg MS each year. The target is to
have >50% of individuals achieving
this at least 3 out of 5 years.




Glossary and references

Glossary

ABARES Australian Bureau of
Agricultural and Resource Economics
and Sciences

DairyBase is a web-based tool that
enables dairy farmers to measure
and compare their farm business
performance over time

Dairy Farm Monitor Project (DFMP)
provides a comprehensive physical
and financial analysis for farms across
Australia. The information enables
dairy farmers to compare their farm
performance and identify areas for
improvement.

Queensland Dairy Accounting
Scheme (QDAS) provides a
comprehensive physical and financial
analysis for farms across Australia.
The information enables dairy farmers
to compare their farm performance
and identify areas for improvement.

Return on Total Assets (RoTA)
shows how well a business uses
its total assets, including all leased
assets. It indicates the amount of
profit earned relative to the amount
of money invested in all assets.

Return on Equity (RoE) Thisis a
measure of the rate of return on the
owner’s investment in the business.

Earnings Before Interest and Tax
(EBIT) is the key measure of profit
from operating the business before
interest, lease and tax payments have
been deducted.

Kg MS Kilograms of milk solids (fat +
protein) is a unit of production

Productivity in agriculture is defined
as the physical ratio of output (kg MS)
to the physical value of inputs (i.e.
hectares of land, units of labour etc)
for the whole farm

Production milk produced

Operational efficiency
how effectively a farmer uses their
resources

Farmer terms of trade the ratio
of prices received to prices paid

Cost price squeeze farm input costs
are increasing at a faster rate than the
price received for their outputs. This
means farmers have to increase their
productivity to remain profitable.
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Disclaimer

Whilst all reasonable efforts have been taken to ensure the accuracy

of the Australian Dairy Plan, use of the information contained herein

is at one’s own risk. To the fullest extent permitted by Australian law,
Dairy Australia, Australian Dairy Farmers, Gardiner Foundation,

and Australian Dairy Products Federation disclaim all liability for any
losses, costs, damages and the like sustained or incurred as a result

of the use of or reliance upon the information contained herein, including,
without limitation, liability stemming from reliance upon any part which
may contain inadvertent errors, whether typographical or otherwise,

or omissions of any kind.
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