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Foreword

The Australian sugar cane industry is facing the challenge of enhancing
producers’ profitability during a period of increasing competition
inexport markets, rising input prices and declining returns. Industry
stakeholders, government decision-makersand growers need to become
betterinformed about the key factors likely to affect costs of production
andfinancial performance. Thisinformation is criticalin assessing
therisksand challenges facing sugar cane growersandis particularly
important for the future development of strategies,and research and
development programs to improve the long-term viability of sugar cane
production.

ABARE was commissioned by the Sugar Industry Oversight Group (I0G)
andfunded by the Australian Government Department of Agriculture,
Fisheries,and Forestry to collectinformation from sugar cane growers
on production, financial performance and management practices and
the challenges they face. The main objective of the survey was to identify
the distinguishing characteristics, in terms of production and financial
performance, of sugar cane farms of varying sizes and the management
practices used by farmersthatare likely to be critical for the long-term
viability of these producers.

This report contains asnapshot of farm performance for the 2005-06 to
2007-08 financial years, based on production and financial performance
data collectedin2007and 2008 from Australian sugar cane growers.

It provides aninsight into productionand management issues faced by
Australian sugar cane growers.

e fugl,

Phillip Glyde Bruce Vaughan AO
Executive Director Chairman
ABARE SugarIndustry Oversight

September2008 Group 2004-08
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Summary

Increasedsugar supply from major exporting countries, in particular
Brazil,has put pressure on prices in Australia’s export markets over the
past decade,and subsequently onreturns for Australian sugar cane
growers.Inorder for the Australian sugar cane industry to be viable
and competitive, producers, millers and the sugar value chain need to
continue improving productivity.

The Australian sugar cane growing industry isin transition; the
volume of productionis relatively stable but hasareduced number of
producers, which suggestsatrend toward asmaller number of larger
farms.

Sugar cane production

.

Between 2005-06 and 2007-08 the number of sugar cane growersin
Australiafell by around s per cent to slightly more than 4100.

Onaverage, sugar cane producers harvested 8249 tonnes of sugar
cane perfarmin2007-08. There was awide dispersion of farmsizes
andsugar cane productionaround thisaverage. Nearly two-thirds of
growers produced less than 7500 tonnes of sugar cane per farmand
accounted for slightly more than one-quarter of Australia’s sugar cane
production in 2007-08.In comparison,an estimated 3 per cent of
growers produced more than 30 coo tonnes per farmand accounted
for22 percentof national sugar cane production in the same period.

In2006-07,asmall quantity of sugar cane was produced inthe Ord
River region of Western Australia, however closure of the mill meant
sugar cane production ceasedin this region in 2007-08. Sugar cane
farmsin the Ord River region tended to be larger than else wherein
Australia.

Prices

.

With sugar cane prices increasing relative to costs, farm cashincomes
strengthened in 2006-07,averaging $94 ooo afarm,whichisaround
40 per cent higherthan the average farm cash income in 2005-06.
With the exception of producers growingless than 7500 tonnes of
sugar cane per farm onaverage, producers of all scales of sugar cane
production realised a positive farm business profitin 2006-07.

In2007-08,asharp fallin sugar cane prices and further increases
ininput prices resulted inamarked deterioration in financial
performance in the sugar cane growingindustry. Onaverage, farm
cashincomesfell 91 per centin 2007-08to average around $7000a
farm. Smallto medium sized sugar cane growers - those producing
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lessthan 22 500 tonnes of sugar cane per farm - realised on average
negative or very small positive farm cash incomes.

Economies of scale

The survey results for 2005-06 suggested there may be economies of
scale, whereby average unit cash costs of production decline as farms
expand production, in the Australian sugar cane growingindustry.
While the two additional years’ data (2006-07and 2007-08) indicates
unit cash cost of productionfalls as production increases, the strength
of the suggested economies of scale is much less, particularly when
production exceeds 30 ooo tonnes of sugar cane per farm.

Sugar cane gross margin

In2007-08 the average gross margin of sugar cane productionis
estimated to have been $3.10 atonne, well below the 2005-06 and
2006-07 levels of $9.10atonne and $11.30 atonne, respectively.
Sugar cane profitability fellinall regions, but regions with the highest
concentration of large producers continued to realise the highest
average gross margin.

Farm management

In2006-07,the proportion of producers intending to expand sugar
cane production exceeded the number of producersintending to
reduce sugar cane production. However, the declinein sugar cane
profitability during 2007-08 resulted in more producers indicating
theirintention to reduce sugar cane production.

The survey results suggest that sugar cane producers have actively
soughtinformation to better manage their farms. The most common
sources of information on farm management and production used by
sugar cane growers were family, friends and other growers. More than
8o per cent of sugar cane growers obtained information from industry
organisations such as cane growers associations. Between 2006-07
and 2007-08therewasalarge increase in the number of growers who
used theinternetasasource of information. The number of growers
whoused production groups and state government sources fell.

In2007-08,an estimated 30 per cent of sugar cane producers had
awrittenfarm management plan, with nearly all producers’ plans
containing information on productionactivities, natural resource
management and business activities. Of the farms with management
plans,the proportion of management plans containing information on
people managementand succession planningfell from 47 per centin
2006-07to 39 per centin 2007-08. However, as was observed in 2006-
07,the proportion of farm plans including people management and
succession planningincreased with sugar cane production, reflecting
the greater reliance of larger producers on hired labour.



1 Introduction

In April2008, ABARE conducted asurvey of sugar cane growers on behalf
of the Sugar Industry Oversight Group (I0G) and in collaboration with
CANEGROWERS. The survey was funded by the Australian Government
Department of Agriculture, Fisheriesand Forestry. This survey is a follow
uptothe2005-06 survey, collecting data for the 2006-07 financial year
from328 growers. Inaddition, 313 growers provided detailed forecasts for
the 2007-08financial year.

This report presents detailed physicaland financial performance
indicatorsfor sugar cane growers by region for the three financial years
spanning2005-06to 2007-08. A more detailed set of regional estimates
isavailable on ABARE’s website (www.abare.gov.au). Results from the
surveyare designed to provide information about farm costs, production,
financial performance management practices and future intentions.

The Australian sugar cane industry islocated mainly along Australia’s
eastern coastline, from Mossman in far north Queensland to Graftonin
northern New South Wales. In2006-07,a small quantity of sugar cane was
producedinthe Ord River region of Western Australia. However, closure
of the mill meant sugar cane production ceased in this region in 2007-08.
Sugar canefarmsin the Ord River tended to be larger than else wherein
Australia.

a Sugar caneareaand
production Australia

Overthe past decade, increased sugar supply from major exporting
countrieslike Brazil has put downward pressure on prices in Australia’s
export markets,and subsequently onreturns to Australian sugar cane
growers. In part reflecting this, there has been asteady exit of growers
fromthesugar caneindustry duringthe 2000s, resultinginthe area
plantedtosugar canein Australia falling by 12 per cent since its peak
iN2003-04at 448 000 hectares (figure a). However, Australian sugar
cane productionfellby only1per centto 37 milliontonnesin 2007-08,
largely reflecting the exit of small producersand the expansion of larger

500
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producerswho generally realise higher yields.

In2005-06, Australia had slightly more than 4800 sugar cane growers,
with 65 per cent of these producers growing less than 7500 tonnes of
sugar cane per farm. Collectively, these producers represented just

25 per cent of Australia’s sugar cane production (table 1). In contrast,
only 3 per cent of growers produced more than 30 ooo tonnes of
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sugar cane per farm,accounting for 22 per cent of national sugar cane
production. In2007-08, the decline in sugar cane profitability resulted
inthe number of sugar cane growers falling to around 4100, with a high
proportion of small sugar cane producers having exited the industry
(table 1).Between 2006-07and 2007-08 the number of growers
producing more than 30 ooo tonnes per farm has remainedat around
108 growers, or 20 per cent of national production,as some medium
tolarge producers expanded and offset the impact of the loss of large
producersinthe Ord River.

'I Distribution of farms, by quantity of cane produced, 2005-06 to 2007-08

Quantity of sugar cane produced
Less than 7500 tonnes

7500 to 15000 tonnes

15000 t0 22500 tonnes
225001030 000 tonnes

30 000t0 50 000 tonnes

More than 50 0oo tonnes

Total

Quantity of sugar cane produced
Less than 7500 tonnes

7500 to 15000 tonnes

15000 to 22500 tonnes
225001030 000 tonnes

30000 t050 000 tonnes

More than 50 0oo tonnes

Total

sugar cane growers number of growers surveyed
2005-06 2006-07 2007-08a 2005-06 2006-07 2007-08a
no. no. no. no. no. no.
3130 2643 2622 106 147 143
1035 1013 1044 89 106 99
349 293 279 44 A 38
151 83 85 22 14 13
105 59 70 17 10 12
49 46 38 12 10 8
4819 4138 4138 290 328 313
share of growers share of production
2005-06 2006-07 2007-08a 2005-06 2006-07 2007-08a
% % % % % %
65 64 63 25 28 28
21 24 25 28 30 31
7 7 7 16 16 15
3 2 2 10 6 7
2 1 2 10 6 8
1 1 1 12 14 12
100 100 100 100 100 100

alncludes producers who provided projection estimates for 2007-08.



2 Physical characteristics of
sugar cane farms

In2006-07,the average area operated by Australian sugar cane growers
was 362 hectares. Sugar canein Australiais normally grown onafourto
five year rotation, with producers harvesting up to 8o per cent of the crop
eachyear. However, in New South Wales, the growing season is between
18and 24 months, resultinginalower proportion of the areaunder cane
being harvested eachyear.

Onaverage,theareaof sugar cane harvested in 2006-07 represented
aroundaquarter of the farmarea operated, down fromalmost 50 per
centin2005-06.Sugar cane producersalso grow a range of other crops
-including soybeans, peanuts, bananas, tropical fruitsand vegetables. In
addition, many sugar cane producers have small beef cattle herds (table 2).

In2005-06and 2006-07,the largest sugar cane producers —in terms of
sugar cane production-were inthe Ord River region of Western Australia
(table 3). However, with production haltingin this region, the largest
producersare now locatedin the Burdekin, Mackay and Herbert River
regions of Queensland.

The smallest producers,onaverage,are located in southern Queensland,
Bundabergand New South Wales. Producers in the Burdekin, Mackay
and Bundabergregions are the most dependent onirrigation water for
sugar cane production, with a majority of the crops receiving at least one
application of water during the year (table 3).

With more than 15 per cent of producers exiting the industry between
2005-06 and 2007-08, the average size of sugar cane productionin
thevarious regions has changed markedly (table 3). For example, the
average producerinthe Herbert River, Bundabergand New South
Wales harvested more sugar cane land, but lower yields in these regions
limited production growth between 2005-06 and 2007-08. In contrast,
theaverage area harvested for sugar cane productioninsouthern
Queensland fell from 56 hectaresin 2005-06 to 49 hectaresin 2007-08.

New South Wales had the highest sugar caneyields,averaging131tonnes
perhectarein2007-08, reflectingthe longer growing season in this state.
In Queensland, the highest cane production andyields were achievedin
the Burdekin, with producers on average harvesting between115and 118
tonnes per hectare in the three years to 2007-08.
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Physical characteristics, sugar producers, 2005-06 to 2007-08
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Beef cattle number,30 June no.
Number of beef cattlesold  no.

Proportion of producers growing crops other than sugar cane

%
%
%
%
%

Oilseeds
Bananas
Peanuts
Vegetables
Other crops

Milling sugar cane supply and disposal

Area harvested ha
-irrigated ha
Production t
Sugar caneyielda t/ha
Quantity sold t

Beef cattle number,30 June no.
Number of beef cattlesold  no.

Proportion of producers growing crops other than sugar cane

Oilseeds
Bananas
Peanuts
Vegetables
Other crops

%
%
%
%
%

Milling sugar cane supply and disposal

Areaharvested ha
-irrigated ha
Production t
Sugar caneyielda t/ha
Quantity sold t

less than 7.5 kt 7.5-15kt 15kt -22.5kt 22.5ktto 30 kt
2005 2006 2007 2005 2006 2007 2005 2006 2007 2005 2006 2007
-06 -07 -08s -06 -07 -08s -06 -07 -08s -06 -07 -08s
20 7 na 30 15 na 54 5 na 14 o na
na 7 na na 13 na na 14 na na 143 na
6 7 8 19 13 10 6 10 n 16 1 1
3 2 2 1 1 1 o o o o o o
o 1 o 4 2 3 1 o o [¢) o o
7" 1 5 12 11 2 3 12 4 4 o 5
8 7 10 1 3 10 o 5 12 3 1 5
37 47 46 109 114 13 193 200 199 251 283 275
16 18 16 57 56 56 100 111 120 174 217 195
3121 3582 3636 10504 10230 10087 18324 18145 17910 25388 25969 26029
84 76 79 97 90 89 95 91 90 101 92 95
3122 3521 3578 10203 10073 9927 17843 17816 17617 25004 25425 25553

30 ktto 50kt more than 5o kt average

2005 2006 2007 2005 2006 2007 2005 2006 2007
-06 -07 -08s -06 -07 -08s -06 -07 -08s
17 13 na 79 1023 na 25 20 na
na 12 na na 157 na na 13 na
4 ¢} 8 ¢} ¢} ¢} 9 8 8
o o (¢} 8 ¢} ¢} 2 2 1
4 o 8 13 9 9 1 2 1
6 14 6 13 23 13 1 11 4
5 o 22 3 13 23 6 6 10
417 349 403 790 949 997 87 93 93
314 322 210 683 860 989 49 52 49
38453 35167 37971 93091 101271 104148 8195 8233 8184
92 101 94 118 107 104 95 88 88
38047 34743 37384 92135 99 601 102506 8066 8097 8052

aTonnes per hectare harvested.s Provisional estimates.na Not available.
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3 Sugar cane production by region

average per farm

Far North Queensland
Herbert river
Burdekin

Mackay

Bundaberg

Southern Queensland
New South Wales
OrdRiver

Australia

area harvested yield sugar cane produced proportionirrigated
2005 2006 2007 2005 2006 2007 2005 2006 2007 2005 2006 2007
-06 -07  -08s -06  -07 -08s -06 -07 -08s -06 -07 -08s
ha ha ha t/ha t/ha  t/ha t t t % % %
74 94 84 90 71 80 6714 6719 6717 12 11 8
93 102 111 98 84 77 9163 8573 8571 13 11 5
121 132 130 118 115 17 14274 15173 15183 100 100 100
14 112 111 82 80 81 9314 9004 9000 80 77 69
64 65 76 84 87 74 54n 5632 5622 95 98 99
56 58 49 69 83 77 3867 4802 3784 10 22 33
31 33 36 153143 131 4695 4740 4753 3 9 8
262 281 - 120 16 - 31516 32628 - 100 100 -
87 93 93 95 88 83 8195 8233 8184 57 56 53

s Provisional estimates.
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scale of sugar cane production
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Financial performance
of sugar cane producers

Farm cash receipts

In2006-07,farm cash receipts rose, onaverage, by 29 per cent to

around $363 000 afarm, principally because of increases in sugar cane
productionand prices (tables2and 4 and figure b). On average, sugar cane
receiptsaccounted for three-quarters of total farm cash receipts, with the
remainder being generated by the sale of other crops (particularly fruit
andvegetables) and beef cattle.

Larger sugar cane producers realised agreater increase inthe average
price received forsugar cane in2006-07 (figure b). On average, growers
producing more than 30 0oo tonnes of cane per farmrealiseda price
increase of between 25and 29 per cent toaverage around $36 atonne. In
contrast, growers producingless than 7500 tonnes per farm realised a
price increase of 18 per cent to slightly more than $32atonne.

In2007-08, the sugar cane price received by growers fell, onaverage, by
21percentto $26atonne, resultingin producers of all scales realising
pricesthatare well below the 2005-06 levels (figure b). Thisis estimated to
have resulted in farm cash receipts falling, on average, to $295 800 afarm.

Sugar cash costs of production

In2006-07,sugar cane production cash costs averaged $181000 a
farm,ranging fromalmost $8o ooo afarm for small scale producers
(those producingless than 7500 tonnes) to around $2.2 millionafarm for
growers producing more than 5o ooo tonnes (table 5). Across all farms,
contract harvestingandfertilisers were the largest cost items,accounting
foralmost half of total sugar cane related production costs. Outlays
ontheseinputsincreased,onaverage, by 13 percentand 28 percent
respectivelyas contract harvesters passed on higher labourand fuel costs
and,in the case of fertilisers, because of furtherincreases in world prices.
Higher fuel pricesalso resulted in sugar cane producers,onaverage,
spending 25 per cent more on freight and 23 per cent more on fuel, oiland
greasein 2006-07.Sugar cane growers producing more than 50 000
tonnes of sugar cane per farm spent almost $300 cooafarmonhired
labourin2006-07,whichisaroundthree times more thanin

2005-06 (table 5).
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4

Farm cash receipts, sugar producers, 2005-06 to 2007-08
average perfarm

Farm cash receipts

Receipts from the sale of the 2005-06 sugar cane crop

-milling sugar

Receipts from the sale of the 2006-07 sugar cane crop

-milling sugar
-non-milling sugar

Total sugar receipts
Other crop receipts

- peanuts

- oilseeds
-vegetables

- fruit

-othercrops
Cattlereceipts

Off farm sharefarming
Off farm contracts

Total cash receipts

Farm cash receipts

Receipts from the sale of the 2005-06 sugar cane crop

-millingsugar

Receipts from the sale of the 2006-07 sugar cane crop

-millingsugar
-non-milling sugar

Total sugar receipts
Other crop receipts

- peanuts

- oilseeds

- vegetables

- fruit

-othercrops

Cattle receipts

Off farm sharefarming
Off farm contracts

Total cash receipts

less than 7.5 kt 7.5-15kt 15kt - 22.5 kt 22.5ktto 30 kt
2005 2006 2007 2005 2006 2007 2005 2006 2007 2005 2006 2007
-06 -07 -08s -06 -07 -08s -06 -07 -08s -06 -07 -08s
$ 2726 6644 5794 10006 16683 13508 13401 29064 19502 21653 40890 24007
$ 82164 109655 87113 265993 319076 248283 473152 576222 440255 665522 857967 676547
$ 314 254 1168 39 2495 4128 ¢} 499 1612 ¢} 4657 ¢}
$ 85205 116553 94075 276038 338254 265920 486552 605785 461368 687175 903514 700554
$ 452 548 467 2467 2268 1554 1347 o 1677 o o o
$ 976 283 854 1238 1347 2065 877 998 1273 2839 190 750
$ 2720 8886 9405 568 5495 5370 3426 2525 2670 1479 2746 o
$ 9653 9435 7430 2673 15317 7773 O 2456 44236 5026 136604 ¢}
$ o 493 291 3069 3576 2679 o 5134 6049 o o o
$ 1000 37177 5067 2241 6538 5625 1807 9527 12993 O 93408 523
$ 727 168 na 7093 3316 na 13049 879 na o o na
$ 3818 13766 na 17144 14744 na 32669 28387 na 16116 33192 na
$ 123378 168486 141850 341720 412873 331623 593682 683446 561950 8040591217849 770694

30 ktto 50 kt more than 50 kt average

2005 2006 2007 2005 2006 2007 2005 2006 2007
-06 -07 -08s -06 -07 -08s -06 -07 -08s
$ 27145 46 475 41768 56 698 120 501 106273 6739 13218 10564
$ 983778 1219569 956 735 2538288 3529177 2868742 212994 263042 203781
$ o 3985 131 o 87 o 212 960 1893
$ 1010923 1270030 998634 2594985 3649766 2975015 219945 277220 216237
$ 391 o o 46 044 88556 169 965 1477 1896 2348
$ 2078 o o o o o 1098 585 1164
$ 21935 ¢} [} 21031 231728 293370 2877 9849 10163
$ o 30110 17507 209968 1338147 1423115 9150 28096 22892
$ 97 1851 1080 o o o 661 1581 1286
$ 4687 10339 120920 57170 99987 15077 1949 7792 8613
$ ¢} ¢) na o ¢} na 2940 981 na
$ 26732 18863 na 92729 43143 na 10562 15833 na
$ 1159214 1374228 1237604 3321008 5594141 5224804 280920 363718 295830

s Provisional estimates.na Not available.
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5 Farm cash costs, sugar producers, 2005-06 to 2007-08

average per farm

Sugar cane related production costs

Contracts
-planting $ 1203
- harvesting $ 18796
- other $ 1554
Electricity $ 1268
Fertiliser $ 13589
Freightand millcharges $ 2365
Fuel,oiland grease $ 6284
Handlingand marketing $ 1563
Repairsand

maintenance $ 6062
Soil preparation $ 77
Chemicals $ 2610
Hired labour $ 1737
Water $ 1521
Total sugar costs $ 61901
Non-sugar cane

related costs $ 38223
Total cash costs $100124

less than 7.5 kt

7.5-15kt

2005
-06

Sugar cane related production costs

Contracts

-planting

- harvesting

-other

Electricity

Fertiliser

Freightand mill charges
Fuel,oiland grease
Handlingand marketing
Repairs and maintenance
Soil preparation
Chemicals

Hired labour

Water

Total sugar costs

Non-sugar cane related costs

Total cash costs

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

1649 1584 2534 3238 3179 2487 4770 8008 4648 7241 8258
21428 23540 47816 55432 55638 86026 94035 98513 105466 114614 136058
661 652 1562 3847 4751 5666 8653 9540 6631 5667 2595
1519 1721 4 456 4128 4200 5062 6490 5332 12099 11387 10338
18827 23975 36808 52116 58790 78378 96450 111750 86412 145992 146127
3033 3514 7732 9490 9312 12042 13835 13498 16493 16084 18611
9571 1630 22633 25524 27315 37724 32419 38999 42504 66666 65312
2059 2233 3765 6699 6137 8167 16247 18474 10762 15040 14348
9533 8893 24505 27968 26660 32538 42062 35554 52027 72691 46290
103 91 1162 751 526 1838 1447 1353 1029 3254 2746
3287 3591 10133 8246 8875 14984 12317 16409 21472 25360 38440
1760 2025 20012 15555 13873 24627 14638 19231 29979 45576 43430
1658 1716 4136 5003 6085 8278 16000 16680 25619 25581 11879
79544 89491 199174 231973 239541 335393 375452 403561 445039 571131 560 605
48675 47969 54906 68316 86717 99937 131433 185481 181410 349068 141117
128219 137460 254080 300289 326258 435330 506886 589042 626449 920200 701722
30 ktto 5okt more than 50 kt average
2005 2006 2007 2005 2006 2007 2005 2006 2007
-06 -07 -08s -06 -07 -08s -06 -07 -08s
5404 194 2018 15818 56 052 64517 1931 2960 3137
167983 240991 210183 130427 200464 197 832 37003 41890 43760
1608 10140 12033 155531 36772 31297 3588 2646 2796
11566 29779 28548 53517 36482 46 010 3325 3500 3626
158588 149349 177923 418769 476359 496 474 32853 42005 48101
28 680 21810 21463 64639 133633 152 630 5872 7369 7622
60748 64368 77 555 149 430 233786 278655 15857 19530 22087
15218 28364 26023 33394 35050 38173 3425 5204 5292
57431 80640 98569 104768 261260 220545 15508 21447 19390
6403 1079 227 14543 14366 16 475 753 594 492
31840 38050 49 040 61160 122 803 140 458 6948 7415 8523
33820 32004 52931 106138 295568 308554 9970 10 647 10 680
14679 33273 33114 147 696 208839 223058 5107 6741 6582
615355 760908 812713 1525577 2202115 2315417 150213 181131 190 741
206 621 181997 361390 917643 1990769 2695034 63422 89006 98326
821976 942905 1174103 2443220 4192885 5010451 213635 270137 289 067

s Provisional estimates.
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In2007-08, furtherinput pricerises are estimated to have resulted in
sugar cane cash production costs increasing, onaverage, by 5 per cent
toaround $191 0oo afarm. However, the survey results suggest many
producersrespondedtoan 8o per centincrease infertiliser prices by
reducingapplication ratesin 2007-08and purchasing less to be used on
the 2008-09 crop. Despite this, higher input costs are estimated to have
resulted infertiliser costsrising by afurther 15 per centin 2007-08.Higher
fuel costsalsoboosted outlays on fuel, oiland grease by 13 per centand
freight by 3 per cent. Producers responded to rising production costs
by deferring non-essential repairs and maintenance and, in some cases,
reducingoutlays on hired labour.

Overall,the average cost of production in 2005-06 is estimated to have
been $18.30atonne. The 2007-08 survey results indicate the average
cash cost of productionincreased to $22.0 atonne in 2006-07 and $23.20
atonnein2007-08.Inallthree years there was considerable variability
inthe estimated unit cash costs of production between sugar growing
regionsandsize groups (figures cand d).

In2005-06,average unit cash cost of production fell fromalmost
$20atonne for producers growing less than 7500 tonnes per farm to
around $17atonne for large producers (production exceeding 30 000
tonnes of sugar cane per farm). This suggested there was the possibility
of relatively strong economies of scale in sugar cane production.

While the two additional years’ dataalso indicates that unit cash

cost of production fellas production increased, the strength of the
economies of scaleis much less, particularly once production exceeds

d Cash cost of sugar cane production, by region
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30 0oootonnes of sugar cane per farm (figure ). In this analysis, data for
producersinthe Ord River was excluded from the 2005-06 estimates,
soastoensure aconsistent basis for comparison over the 2005-06 to
2007-08 period.

Unit costs of sugar cane production were the lowest inthe Herbert

River regionand highestinthe Bundabergregion in 2005-06 (figure d).
In2007-08,the steady increase inthe cost of some of the main inputs
resulted inunit cash costsincreasinginall regions, with the largest
increases occurringin the regions with the highest concentration of small
producers -forexample southern Queenslandand Bundaberg. While
growersinthe Herbert River region still have the lowest production
costsin Queensland, unit costs in New South Wales are now the lowest in
Australia. Producersin New South Wales have limited their costincreases
inrecent years by expanding the areasownand by deferring non-
essential repairsand maintenance,and by reducinginput use per hectare,
particularly fertilisersand hired labour.

Farm financial performance

Sugar cane growers’farm cash incomes increased significantly in2006-07,
as higher pricesandincreased production more than offset the impact

of risinginput costs (table 6, figure e). On average, farm cash income rose
fromaround $67 cooafarmin2005-06tojust lessthan $94 ocooafarmin
2006-07. Farm businesses of all scales of sugar cane production realised
increased farm cash incomes, with farms producingmore than 50 0oo
tonnes perfarmrealising the largest increase inaverage incomes, being up
84 percentto $1.4millionafarm.

In2007-08,lower prices and further increases in the main inputs are
forecast to have had asignificantimpact on producers’ farm cash
incomes. Onaverage, farm cash incomes fell by 93 per cent in 2007-08 to
average around $7000 afarm. Small to medium sized sugar cane growers
(those producing less than 22 500 tonnes of sugar cane per farm) realised,
onaverage, negative or very small positive farm cash incomes.

In2007-08, producers growing between 15000 and 22 500 tonnes of
sugar cane per farmrealised strong positive cash flows from sugar cane
production.However,inrecent years these producers appear to have
diversified into other industries, particularly tropical fruit production
(table 4), that generatedsignificant large cash outflows in 2007-08,
resultinginan overallfarm cashincome of around-$27 0oo per farm.

In contrast, businesses producing more than 50 000 tonnes of sugar cane
perfarmrealised afarm cashincome onaverage of $214 000, 85 per cent
lower thanthe average realised in 2006-07.

12



Australiansugar cane abare.gov.au 08.8

Nationally,sugar cane growing farm business profitability fellon average Farm business profit, by scale
fromaprofit of $32 cooafarmin 2006-07toaloss of $58 400 afarmin of sugar cane production
2007-08 (table 6and figure f). Only 25 per cent of sugar cane businesses 1200
are estimated to have recorded a profitin 2007-08, compared with 49 per |
centin2006-07.

800

Onaverage, sugar cane producing businessesinall regions are estimated 600

to have realised anegative farm business profitin 2007-08, with loses

. . . 00
beingthe greatestinfar north Queenslandandtheleastinsouthern 4

Queenslandand New South Wales (table 7and figure g). Producersin the 200

Burdekinregion experienced the largest decline in profitability, with the 4000 - ._IIIIIII\I-'

average farm realisingaloss of $58 ocoo afarmin 2007-08,compared with

aprofit of $130 cooafarmin2006-07. —200 |‘ \ \
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6 Farm financial performance, sugar producers, 2005-06 t0 2007-08 a
average per farm

225 30 more Australia

to to than
75kt 15kt 225kt 30kt okt 5okt

less than 7.5 kt 7.5-15kt 15kt - 22.5kt 22.5ktto 30 kt
2005 2006 2007 2005 2006 2007 2005 2006 2007 2005 2006 2007
-06 -07 -08s -06 -07 -08s -06 -07 -08s -06 -07 -08s
Total cash receipts $ 123378 168486 141850 341720 412873 331623 593682 683446 561950 804059 1217849 770694
Total cash costs $100124 128219 137460 254080 300289 326258 435330 506886 589042 626449 920200 701722
Farm cash income $ 23254 40267 4390 87640 112584 5365 158353 176560 -27091 177610 297649 68972
Farm business profit $-14978 -6101 -41309 14306 37976 -69671 62936 81337 -125437 71454 189970 -82151
Rate of return
-excl.cap.appreciation%  -0.4 0.2 -7 15 23 -15 3.0 3.4 -15 2.8 3.8 0.0
—incl.cap.appreciation % 5.1 13.7 na 63 14.0 na 6.7 85 na 6.8 14.9 na
Farm capital $m 1.4 17 na 25 31 na 35 3.8 na 4.9 83 na
Farm debt $136865 102273 na 189729 204206 na 428753 517958 na 667644 1394929 na
Liquid assets $ 82761 116387 na 174191 106719 na 194463 242264 na 248796 97785 na
Off farm income $ 30037 31467 na 18348 18301 na 12444 9472 na 18 621 15518 na
30 kttoso kt more than 5o kt average
2005 2006 2007 2005 2006 2007 2005 2006 2007
-06 -07 -08s -06 -07 -08s -06 -07 -08s
Total cash receipts $ 1159214 1374228 1237604 3321008 5594141 5224804 280920 363718 295830
Total cash costs $ 821976 042905 1174103 2443220 4192885 5010451 213635 270137 289 067
Farm cashincome $ 337239 431323 63501 877788 1401256 214353 67285 93581 6762
Farm business profit $ 196852 290537 -182551 628 066 1157153 —-151041 10 858 32052 -58366
Rate of return
- excl.cap.appreciation % 4.7 5.2 0.0 4.9 65 1.0 1.4 23 -1.2
—-incl. cap.appreciation % 28.8 6.3 na 8.0 129 na 7.4 12.9 na
Farm capital $m 73 7.3 na 19.2 26.4 na 2.2 27 na
Farm debt $ 1064693 1299324 na 3843038 5890495 na 255687 267052 na
Liquid assets $ 123136 264836 na 597698 744 361 na 121706 131805 na
Off farm income $ 131221 28349 na 7849 829 na 27283 26136 na

aFinancial performance of sugar cane producing farm businesses. naNot available. s Provisional estimates.
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g Farm business profit, by region
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In2006-07,the Herbert River, Burdekin, Mackay and southern

Queensland had the highest proportion of farms realisinga profit —in
excess of 60 per cent (figure h). However the proportion of profitable

farmsinthese regions declined to around 25 per centin 2007-08.
Despite this, southern Queensland had the highest proportion of

profitable sugar cane growing farmsin 2007-08,ataround 38 per cent.
The Bundabergregion had the lowest proportion of profitable sugar cane

producing farmsat 10 per cent.

h Proportion of farms with positive farm business profit, by region
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7 Farm financial performance, sugar producers, by region and size group

2005-06t0 2007-08a

average per farm

less than 7.5 kt 7.5-15kt more than 15kt average
2005 2006 2007 2005 2006 2007 2005 2006 2007 2005 2006 2007
-06 -07 -08s -06 -07 -08s -06 -07 -08s -06 -07 -08s

Farm cashincome
FarNorthQueensland $ 30655 46698 -7507 79826 69148 1665 240765 149131 -34238 65832 59587 7909
Herbert River $ 45215 48239 2554 80488 101591 -27089 273754 224305 -5135 88208 87960 -9965
Burdekin $ -18135 37822 -16429 29515 126978  -3975 251663 550902 84713 61289 202871 13670
Mackay $ 35828 37097 14500 104423 120619 3039 230779 312549 27311 86069 102338 13562
Bundaberg $ 13515 42876 8378 129491 166286 16533 315233 307921 ns 51590 74646 3536
Southern Queensland $ 21313 34971 23788 ns ns ns ns ns NS 43922 67225 51194
New South Wales $ 7424 29212 9183 102161 104570 39001 ns ns ns 33064 44694 15258
Australia $ 23254 40267 4390 87640 112584 5365 253094 346181 22362 67647 93375 6677
Farm business profit
Far North Queensland $ 1132 -8089 -61963 -6223 -390 -85268 126421 22130 -201270 17524 -4088 -78208
Herbert River $ 10682 9187 -22547 24552 32949 -99450 188255 120570 -127017 40146 30669 -64162
Burdekin $ -63106 12066 -55458 38356 56959 -64003 134991 439459 -54709  -7514 129951 -58368
Mackay $ 3713 2923 -28035 24486 46877 -69429 108289 197139 -130993 22342 41613 -54424
Bundaberg $ -30330 -10560 -44637 58689 75667 -68931 193646 154643 ns -1613 10314 -61021
Southern Queensland $ -33563 6647 -37199 ns ns ns ns ns ns -19908 20818 -28680
New South Wales $ -31145 -14887 -30963 29848 17986 -25208 ns ns ns -14596 -8133 31981
Australia $ -14978 -6101 -41309 14306 37976 -69671 139134 228988 -128851 11795 31895 -58414
Rate of return excl. capital appreciation
Far North Queensland % 03 -03 -4.2 13 0.8 -2.0 3.6 17 -3.6 17 [oX -3.4
Herbert River % 2.0 1.6 -15 31 3.1 -4.7 6.3 5.5 -0.4 4.0 33 -25
Burdekin % -1.2 0.8 -2.0 -0.6 33 -0.6 4.0 7.8 15 1.4 5.4 0.4
Mackay % 0.5 0.5 -0.9 1.5 2.7 -1.6 3.4 3.6 -0.6 1.8 23 -1.0
Bundaberg % -1.4 0.1 -15 2.9 33 -11 3.4 23 ns 0.7 13 -13
Southern Queensland % -1.8 03 -0.4 ns ns ns ns ns ns -0.6 0.6 -03
New South Wales % -2.4 -1.0 -2.0 1.4 1.0 -05 ns ns ns -05 -0.2 -1.4
Australia % -0.4 0.2 -7 15 23 -15 3.9 4.8 -0.2 15 23 -1.2
Rate of return incl. capital appreciation
Far North Queensland % 13 211 na 3.4 26.8 na 5.4 7.2 na 31 19.4 na
Herbert River % 81 4.4 na 10.4 0.7 na 13.0 10.2 na 10.7 4.5 na
Burdekin % 13.9 16.7 na =31 73 na 7.1 12.0 na 7.1 1.3 na
Mackay % 3.4 9.9 na 75 5.7 na 191 10.2 na 9.9 9.1 na
Bundaberg % 4.3 12.5 na 5.7 14.9 na 6.8 13.9 na 5.2 13.3 na
Southern Queensland % 18,5 227 na ns ns ns ns ns na 21.2 333 na
New South Wales % -2.0 3.0 na 7.6 1.9 na ns ns na 2.8 26 na
Australia % 5.1 13.7 na 6.3 14.0 na 11.2 10.9 na 7.4 12.9 na

aFinancial performance of sugar cane producing farm businesses. ns Not supplied because of insufficient sample size. na Not available. s Provisional estimates.
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Onaverage,sugar cane producers operate a business with capital worth
$2.7millionin 2006-07 (table 6). While the operational return on capital,
excluding capital appreciation, was relatively low, averaging 2.3 per cent
in2006-07and-1.2 per centin 2007-08,strong growthin land values
resulted insignificant capitalappreciationin these years. Forexample,
in2006-07,the total return on capital (rate of return including capital
appreciation) was onaverage 12.9 per cent. This growth in capital values
hasresultedin producers maintaining relatively high equity levels, despite
asteadyincrease indebtinrecentyears.

Inthe threeyearsto2007-08, operational returns on capitalare
estimated to haveincreased with farm size and sugar cane production
(figure ). However, only growers producing more than 50 coo tonnes of
sugar cane per farmrealised a positive operational return on capitalin
2007-08.

Sugar cane cash gross margins

The sugar cane gross marginisameasure of the cash surplus generated
fromthe production of sugar cane. Itis calculated as the difference
between the average price received and the unit sugar cane production
cash costs.In2005-06, the average gross margin of sugar cane
productionis estimated to have been $9.10 atonne (table 8and figure ).
Sugar cane production was most profitable in the Ord River of Western
Australia,and southern Queensland and Herbert River regions of
Queensland. In contrast, sugar cane production wasleast profitable in
New South Walesand far north Queensland,as producersin these regions
received the lowest average price in 2005-06.

J Gross margin of sugar cane production, by region
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Gross margin of sugar cane production, by region and size group, 2005-06 to 2007-08

average per farm

less than 7.5 kt 7.5-15kt more than 15kt average
2005 2006 2007 2005 2006 2007 2005 2006 2007 2005 2006 2007
-06 -07 -08 s -06 -07 -08s -06 -07 -08s -06 -07 -08s
$/t $/t $/e $/t $/t $/t $/e $/t $/t $/t 9/t $/t
Average sugar cane price
Far North Queensland 27 30 24 26 28 24 27 30 24 26 30 24
Herbert River 26 33 27 27 33 25 26 32 25 26 33 26
Burdekin 29 36 27 27 37 27 30 38 27 29 37 27
Mackay 30 35 26 28 35 27 29 36 28 29 36 27
Bundaberg 30 36 28 32 35 26 27 29 ns 30 33 29
Southern Queensland 28 33 23 ns ns ns ns ns ns 29 33 30
New South Wales 23 26 25 24 26 24 ns ns ns 24 26 24
Australia 28 33 26 27 33 26 28 35 27 28 34 26
Average sugar cane cash cost of production
Far North Queensland 18 25 24 18 23 23 20 24 24 19 24 24
Herbert River 15 18 21 17 21 24 15 18 20 16 20 22
Burdekin 21 23 26 23 23 24 16 22 21 18 22 22
Mackay 21 23 25 20 24 25 18 22 23 19 23 24
Bundaberg 25 25 29 19 21 23 14 19 ns 19 22 26
Southern Queensland 19 21 29 ns ns ns ns ns ns 17 23 28
New South Wales 21 16 18 17 19 21 ns ns ns 19 17 19
Australia 20 22 24 19 23 24 17 21 22 18 22 23
Sugar cane gross margin
Far North Queensland 8.0 5.0 -0.6 7.5 5.0 0.9 65 5.7 -0.9 7. 5.2 -0.2
Herbert River 1.2 14.2 6.3 93 1.4 15 1.0 13.7 5. 10.5 12.8 3.8
Burdekin 73 12.4 13 2.0 13.9 3.8 12.9 15.2 5.4 9.9 14.6 4.5
Mackay 8.4 1.2 1.0 8.0 10.1 21 10.4 14.3 5.2 9.2 12.3 33
Bundaberg 4.6 11.4 -1.3 12.8 13.8 3.4 12.7 9.5 ns 9.7 11.2 3.0
Southern Queensland 85 12.2 -6.2 ns ns ns ns ns ns 113 9.7 25
New South Wales 5.4 93 7.2 6.5 6.8 26 ns ns ns 6.1 8.2 4.9
Australia 7.9 9.9 1.2 7.6 10.0 2.6 10.7 13.1 4.8 9.1 11.3 3.1

In2006-07, the average gross margin of sugar cane production s
estimated to have increased to $11.30 atonne, as prices increased relative
to costs of production. The strongestincrease in profitability occurred
inthe regions with the greatest concentration of large producers, for
example the Burdekin, Herbert River and Mackay regions of Queensland.
Producersinfarnorth Queenslandand New South Walesagain had the
lowest gross margin asaresult of receiving below average prices.

In2007-08, the average gross margin of sugar cane production s
estimated to have fallen to $3.10 atonne, as aresult of weaker prices and
higherinput costs. Sugar cane profitability fellinall regions, but regions
with the highest concentration of large producers continued to realise
the highest average gross margin. The exception is New South Wales
which hasalarge concentration of small producers but had the highest
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average sugar cane gross margin.In New South Wales, sugar cane price
volatility was lowerand the impact of input price increases was minimised
by producers changing their farm management practices (for example,
reducedfertiliserapplication rates). Infar north Queensland, sugar cane
producers realised asmall negative gross marginin 2007-08.

Sugar cane gross margins have varied considerably between years, with
producers of all scales of production experiencing increased profitability
in2006-07 and markedly lower profitability in 2007-08 (figure k). Inthe
three years to 2007-08, sugar cane profitability increased with the scale
of sugar cane production. For example, in 2007-08, growers producing
lessthan 7500 tonnes per farmrealised an average gross margin of $1.24a
tonne compared with $6.30 atonne for producers growing more than

50 000 tonnes of sugar cane per farm.



4Farm management practices

As part of the sugar cane producers’surveys in 2007 and 2008, ABARE
asked arange of supplementary questions to gather detailed information
onsugar cane management practicesand producers’ production
intentionsand information sources. Some of the key resultsare
highlighted in this section.

Farm management plan

In2007-08,an estimated 30 per cent of sugar cane producershada
written farm management plan (table 9), with nearly all producers’

plans containing information on production activities, natural resource
managementand business activities. Of the farms with management plans,
the proportionwithaplan containing information on people management
andsuccession planning fell from 47 per centin 2006-07 to 39 per cent
in2007-08. However,as was observedin 2006-07,the proportion of
farms with plansincluding people management and succession planning
increased significantly with sugar cane production, reflecting the greater
reliance of larger producers on hired labour.

9

proportion of farms

Farms with a written farm business plan, by scale of sugar cane production

less than 7.5 kt 7.5-15kt 15kt -22.5kt 22.5ktto 30 kt

2006-07 2007-08 2006-07 2007-08 2006-07 2007-08 2006-07 2007-08
Proportion of farms witha plan 28 25 41 33 42 47 45 45
Proportion of farms with plans including
- production activities 100 99 100 97 88 89 93 100
-management of natural resources 85 78 75 78 69 58 90 100
- business activities 88 83 93 95 92 89 84 100
- people management/succession plan 41 32 51 44 56 55 58 50

30 kttoso kt more than 5o kt average

2006-07 2007-08 2006-07 2007-08 2006-07 2007-08
Proportion of farms witha plan 24 37 43 73 32 30
Proportion of farms with plans including
- production activities 100 100 100 100 99 97
- management of natural resources 72 38 100 73 81 76
- business activities 100 70 71 81 89 87
- people management/succession plan 71 o 100 73 47 39
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Between 2006-07and 2007-08 agreater proportion of producers
indicated thatasevere downturnin sugar cane prices, disease
managementandasharpincreaseininput prices were of critical
importance to their farm planning. In 2007-08, the proportion of
producerswho considered themselves unprepared foradownturnin
sugar cane prices orriseininput prices doubled to 32 per centand 45 per
centrespectively. Drought managementis critical to one-third of sugar
cane growers but many of these producers consider themselves to be
under prepared to dealwith the impact of drought on their business.

Production intentions

The proportion of sugar cane producers intending to expand sugar cane
production fellfromjustless than 20 per centin 2007 to 13 per centin
2007-08.In contrast, the proportion of producersintending to reduce
sugar cane productionincreased from16 per centto 17 per cent during
the same period (figure I). In 2007-08, the sentiment of many producers
of all scales of sugar cane production swung strongly away from
expanding sugar cane production. Many of these producers indicated an
intention to either maintain the current enterprise mix or reduce sugar
cane productionanddiversify into otheragriculturalindustries, or reduce
theirinvolvementinagriculture over the next three years.

In2007-08,between 20 and 30 per cent of sugar cane producersin the
southern Queensland, Bundabergand far north Queensland regions
indicated they intended to reduce theirarea planted to sugar cane (figure
m). These were theleast profitable sugar cane producing regions in 2007-
08 (table 8).In contrast, inthe Herbert River (one of the most profitable

Expected level of involvement of sugar cane producersin
currententerprise inthree years time

work off-farm

increase non-agriculturalincome

semi-retire fromagriculture

increase area planted to sugar cane S

diversify into another agricultural industry

reduce area planted to sugar cane
lease/sharefarmingarrangement S ——

exitagriculture m——

retire or sell the farm

% 5 10 15 20 25 30
proportion of farms
W 2007-08
2006-07
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M Proportion of farms intending to reduce sugar cane production
inthe next three years, by region
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sugar cane producing regions), only 4 per cent of producersindicated an
intention to reduce their sugar cane area over the next three years.

The mostsignificantimpediments to producers expanding their farming
businessin2006-07and 2007-08 are the sugar industry’s outlook, the
availability of suitable land and producers’ financial resources. Many
producersalsoindicated they did not intend to expand because their
currentscale of production suited their lifestyle or theylacked the
interest to expand (figure n).

N Impediments to expanding farm size

industry outlook | —
availability of suitable land —
financial resources —
lifestyle or lack of interest | _
available time _
avaliability of labour —

milland transport costs _

availability of irrigation water _

land use planning restrictions

other _ ‘ ‘
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proportion of farms
m 2007-08
2006-07
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Irrigation management

Irrigationisanimportantinputinto sugar cane production, witharound

60 per centof farms irrigating crops atleast once in 2006-07and 2007-08.
The most common source of irrigation water used by sugar cane producers
was fromanirrigation scheme (figure o). However, in the Herbert River

and the Burdekin regions, unregulated boresand wells were the dominant
source of irrigation water.

O Source of irrigation water

irrigation scheme ]
other bores/wells ]

farm storage dam —

regulated bores NEG——

other W
town water
% 10 20 30 40 50 60
proportion of farms
H 2007-08
2006-07

As part of the survey, producers were asked what changes they would
make in the event of areduction inirrigation water availability or
increased water prices. At the national level,around one-quarter of
producersindicated they would reduce sugar cane production,and

20 per cent of producers indicated they would change to a more efficient
irrigation water application method (figure p). Many producers also
indicated they would invest in water re-use systems and expand their on-
farmwater storage capacity.

Inthe regions where the use of irrigation water is more common, being
Bundaberg, Burdekinand Mackay, more than 7o per cent of cropsare
irrigated at least once. In the Bundabergand Burdekinregions, many
producersindicated they would respond to reduced water availability
orhigherwater prices by reducing sugar cane production. Only one-
quarter of producersin the Mackay region indicated they would also
reduce sugar cane production, compared to 50 per centand 81 per centin
Bundabergand Burdekin respectively. One possible reason for this is that
alarger proportion of these producers source theirirrigation water from
unregulated on-farm water sources. Asaresult, farmers in thisregionare
notas exposed to regulatory changes that affect water availability or price.
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Likely response to reduced irrigation water availability or higher
water prices
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Information sources

The survey results show that sugar cane producers have actively sought
information to better manage their farms. More than 8o per cent of
growers obtained information fromthe mediaandindustry organisations
suchas cane growersassociations (figure q). Between 2006-07 and
2007-08there wasalargeincrease in the use of the internet asasource
of information,andan equally large reduction in the use of production
groups and state government sources.

q Sources of information

media ¢

industry organisation |

internet |

production groups i

mill representatlves
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family or other producers
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proportion of farms
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Inadditiontothe variedinformation sources,alarge proportion of

sugar cane producersreported they participated in educational events
toimprove their farm managementand technical skills. In2006-07and
2007-08, field days and workshops were identified as the most important
educational events attended by producers (figurer).

Proportion of farmers who undertook activities to improve
I their management and technical skills

field days i

workshops
TAFE Fe——
other =
conferences
university
% 10 26 36 46 56 66 7‘0 80
proportion of farms
m 2007-08

2006-07
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5Conc|uding comments

The sugar caneindustry experienced asignificant decline in profitability in
2007-08,with prices easingand input costs rising.

Low profitability is likely to continue to be amajor challenge for sugar
cane producersin coming years. For some producers, this will result
indiversificationinto alternative agricultural industries, or exiting
agriculture entirely. However, the presence of economies of scale gives
smalland medium sized producers asignificant economicincentive to
expand the scale of productionin order to reduce costsand enhance
sugar cane profitability.

In coming years, there isaneedto continue monitoring the impact of
global price changesand further changes ininput costs on sugar cane
producers’ profitability. Such information is vital for developing sound
governmentand industry policies to help guide a viable sugar industry in
Australia.
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gASurvey methodology
-/\and definitions

Target populations

ABARE surveysare designed,and samples selected, on the basis of
aframework drawn from the Business Register maintained by the
Australian Bureau of Statistics (ABS). This framework includes agricultural
establishmentsin each statisticallocal area classified by size and major
industry. The estimates published in this report cover establishments

with an estimated value of agricultural operations of $5000 or more.
Adefinition of the estimated value of agricultural operationsis givenin
Australian Standard Industrial Classification (ABS 1983, cat.no.1201.0).

A Distribution of farms, by quantity of cane produced, 2005-06 to

2007-08
sugar cane growers number of growers surveyed

2005-06 2006-07 2007-08 2005-06 2006-07 2007-08
no. no. no. no. no. no.

Quantity of sugar cane produced
Lessthan 7500 tonnes 3130 2643 2622 106 147 143
7500 t0 15000 tonnes 1035 1013 1044 89 106 99
15000 t0 22 500 tonnes 349 293 279 44 41 38
22500 t0 30 000 tonnes 151 83 85 22 14 13
30000t050000tonNnes 105 59 70 17 10 12
More than 5o oootonnes 49 46 38 12 10 8
Total 4819 4138 4138 290 328 313

Definition of the sugar growing industry

The sugar cane growingindustry definition is based on the Australian

and New Zealand Standard Industrial Classification (ANZSIC). This
classificationis consistent withaninternational standard that isapplied
comprehensively across Australian industry, which permits comparisons
between industries, both within Australiaand internationally. Farms
assignedtoaparticular ANZSIC class have a high proportion of their total
output characterised by that class. Further information on ANZSICand on
the sugar cane growingindustryis provided in Australianand New Zealand
Standard Industrial Classification (ABS 2006, cat.n0.1292.0).

For the purpose of this survey, farms in the sample were selected from
units classified in ANZSIC o0151. This class consists of units mainly engaged
in growing sugar cane. That s, primary activities which include sugar cane
growing.
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Survey design and sample weighting

The population was stratified by operation size using the estimated
value of agricultural operation (EVAO). The size of each stratum was
determined using the Dalenius-Hodges method (Lehtonen 2004).

The sample allocation to each stratum was done using a mixture of the
Neymanallocation, which takes into account variability within strata of
theauxiliary variable, in this case EVAO,and proportional method, which
only considers the population numberin each stratum. The Neyman
methodallocates large proportions of sample to strata with large
variability,in the case of this survey, strata of larger farms (Lehtonen
2004).

The estimates presentedin thisreportare calculated by appropriately
weighting the data collected from each sample farmand then using the
weighted datato calculate population estimates. Generally, larger farms
have smallweights and smaller farms have larger weights, reflecting

the strategy of samplingahigher fraction of the larger farms than

of smallfarms (the former havinga wider range of variability of key
characteristics).

Reliability of estimates

Thereliability of the estimates of population characteristics presentedin
thisreport depends on the design of the sample and the accuracy of the
measurement of characteristics for the individual sample farms.

Sampling errors

Onlyasmall number of farms out of the total number of farmsina
particularindustryare surveyed. The data collected from each sample
farmare weighted to calculate population estimates. Estimates derived
fromthese farmsarelikely to be different from those that would have
been obtained if information had been collected froma census of all
farms. Any such differencesare called ‘samplingerrors’.

The size of the sampling erroris most influenced by the survey designand
the estimation procedures,as wellas the sample size and the variability of
farmsinthe population. Thelargerthe sample size, the lower the sampling
erroris likely to be.Hence, national estimates are likely to have smaller
samplingerrorsthanindustryand state estimates.

Togiveaguide tothereliability of the survey estimates, sampling errors
have been calculated forall estimates in this report. These estimated
errors,expressedas percentages of the survey estimates and termed
‘relative standard errors’, are given next to each estimate in parentheses.
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Calculating confidence intervals using relative
standard errors

Relative standard errors (RSE) can be used to calculate ‘confidence
intervals’that give anindication of how close the actual population value
is likely to be to the survey estimate.

To obtain the standard error, multiply the relative standard error by the
survey estimate and divide by 100. For example, if average total cash
receiptsare estimated to be $100 coo with arelative standard error

of 6 per cent, the standard error for this estimate is $6000. Thisis one
standard error. Two standard errors = $12 000.

t.Foragspercent confidence interval, thereis roughlyaig in 20 chance
thatthe census valueis within two standard errors of the survey
estimates (the 95 per cent confidence interval). Inthis example, thereisan
approximately 19in 20 chance that the census value lies between $88 ooo
and $112000,{$100 000 + or - $12 000},

Thesize of the RSE is mainly influenced by the design of the survey, the
sample sizeand the variability inthe population. For example, the larger
the sample size,the lower the RSE is likely to be.

Comparing estimates

When comparing estimates between two groups, itisimportant to
recognise that the differences are subject to samplingerror. Asarough
rule of thumb,a conservative estimate (an over-estimate) of the standard
error of the difference can be constructed by adding the squares of the
estimated standard errors of the component estimates and taking the
squareroot of the result.

Forexample, if the estimates of farm cashincome are $59 334 for sugar
cane growersin Region1and $51664 for sugar cane growers in Region

2, with the relative standard errors given as 38 per centand 42 per cent

respectively, the difference between these two estimates is $7670. The
standard error of the difference canbe estimated as:

J (38x$59334/100)*+(42x$51664/100) 2=$31292
Agsper cent confidence interval for the differenceis:
$7670 _1.96x$31292=(-$53 662, $69 002)
Hence, if 100 different samples are taken,in 95 of them, the difference

between these two estimates is between -$53662and $69 002. Also, since
zerois inthis confidenceinterval,itis possible to say that the difference
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between the estimates is not statistically significantly different fromzero
atthe g5 per cent confidence level.

Definition of terms

Owner manager: The primary decision-maker for the business. This
personisidentified by discussion between interviewerand interviewee as
(one of) the key decision maker(s). This person is usually responsible for
the day-to-day operation of the businessand may own or have asharein
thebusiness.

Areaof land at business premises: Includesall land operated by the
business, whether owned or rented by the business.

Labour:Measuredinwork-weeks,as estimated by the owner manager. It
includesallwork onthe business by the owner manager, partners, family,
hired permanentand casual workers, but excludes work done by contractors.

Hiredlabour: Excludes the owner manager, partnersand family labour,
andwork undertaken by contractors. Expenditure on contract services
appearsasacash cost.

Capital: The value of capitalemployed by the business is the market value
ofallthe assets used, includingleased items but excluding machinery and
equipment either hired or used by contractors. Market valuations were
provided by the owner manager of surveyed businesses andincluded

the market value of land and fixed improvements used by the business,
excluding the value of the owner manager’s house. The house value
deducted fromthe total value of land and fixed improvements was the
present day replacement cost, depreciated for age.

Gross margin:isthe cash surplus generated from the production of a
commodity. Itis calculated as the difference between the average price
received and the unit production cash costs.

Debt: Estimatedas business debt. Itincludesall debts attributable to the
business excluding personal debtand underwrittenloans. Information
collectedat the surveyinterview was supplemented by informationinthe
businessaccounts.

Total cash receipts: Total of revenues received by the business during the
financialyear, including revenues from the sale of sugar cane, other crops,
livestock and livestock products. Thisincludes revenue received from
royalties, rebates, refunds, plant hire, contracts, insurance claims and
compensation,and government assistance payments.
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Total cash costs: Payments made by the business for materials and
servicesandfor permanentand casual hired labour (excluding partner
and other family labour). It includes the value of any lease payments

on capital, produce purchasedforresale, rent, interest, cropping and
livestock related purchases. Capitaland household expendituresare
excluded fromtotal cash costs. Handlingand marketing expenses include
commission, levies etc.for business produce sold. Administration
costsincludeaccountancy fees, bankingand legal expenses, postage,
stationery, subscriptions and telephone costs. Other cash costsinclude
relatively small cost items like stores, advisory servicesand travelling
expenses.

Depreciation: Estimated by applying the diminishing value depreciation
method to the market value of capitalitems at 30 June. Capital items

are categorised into several groups and relevant depreciation ratesare
applied. The capital groupsinclude vehicles; handling, harvestingand
packing equipment; cultivation and sowing equipment; computers,
electronicand communications equipment; other plant and equipment;
and buildings on the business premises.

Imputed labour cost: Payments for owner manager and family labour may
bear little relationship to the actual work input. An estimate of the labour
input of the owner manager, partners and their families is calculated
inwork-weeksandavalueisimputed at the relevant Federal Pastoral
Industry Award rates.

Farm business profit: Cash operating surplus plus build-up in trading
stocks, less depreciation, less the imputed value of the owner manager,
partner(s) and family labour.

Profitatfull equity: Returnto capitaland management plusinterest, rent
andfinance lease payments. Itis the return produced by all the resources
usedinthe business.

Rate of return:Isthereturntoall capital used. Itis computed by
expressing farm business profit at full equity asa percentage of the total
opening capital of the business.

Equity ratio: Calculatedasbusiness equity asa percentage of owned
capitalat3oJune.

Off-farmincome:Income not derived from the surveyed farm business.
Itincludesall off-farmincome from wages and salaries, other businesses,
otherinvestmentsand Commonwealth social support payments. Itis
estimated for the owner managerand spouse only.
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