|

7/ “““\\\ A ECO" SEARCH

% // RESEARCH IN AGRICULTURAL & APPLIED ECONOMICS

The World’s Largest Open Access Agricultural & Applied Economics Digital Library

This document is discoverable and free to researchers across the
globe due to the work of AgEcon Search.

Help ensure our sustainability.

Give to AgEcon Search

AgEcon Search
http://ageconsearch.umn.edu
aesearch@umn.edu

Papers downloaded from AgEcon Search may be used for non-commercial purposes and personal study only.
No other use, including posting to another Internet site, is permitted without permission from the copyright
owner (not AgEcon Search), or as allowed under the provisions of Fair Use, U.S. Copyright Act, Title 17 U.S.C.


https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
http://ageconsearch.umn.edu/
mailto:aesearch@umn.edu

THE WILD HARVEST AND MARKETING OF
KANGAROOS

A CASE STUDY OF THE PROFITABILITY OF KANGAROOS

COMPARED WITH SHEEP / BEEF IN QUEENSLAND

by

JR, Peter Hardman
Principal Agricultural Economist
Queensland Department of Natural Resources
Brisbane

November 1996

This report was presented at the 41st Annual Conference of the Australian Agricultural and Resource
Economics Society, held at the Gold Coast Queensland, January 22 - 24, 1997. It summarises the
complete report of the same name, now available from the Queensland Department of Primary
Industries as a saleable publication. '



*

2
SUMMARY

The main objective of the study was to determine the conditions under which kangaroo
harvesting and traditional farming (sheep/beef) are equally proﬁtablc A further objective
was to ascertain the probability of attaining these condfitions in practice.

ABARE survey data were uscd as the basis for establishing a control or average farm, ;
against which various scenarios were developed and tested, These scenarios were used to
answer the primary question of the profitability of kangaroo harvesting relative to
sheep/beef using current prices, yields etc. Sensitivity analysis was then used to alter key
variables or parameters and further test what effect they had: on both absolute and relative
profitability of the scenarios. The report does not attempt to deal with the issues of defining
sustainability, degradation, or total grazing pressure.

The base or control is a sheep/beef property in the Mitchell Grass Mulga region carrying
5350 sheep and 850 cattle on 220 square kilometres. Pmemnﬂy it can cany 23500
kangaroos in the absence of sheep and beef.

it takes unrealistically high prices for kangaroo products, and improbably favourublc
conditions for kangamo production, to equate the profitability of i00% kangaroo
harvesting with the traditional sheep/beef farming systea, That is, convertmg afarm
from sheep/beef to kangarcos is simply niot profitable. Further, it is over simplistic
and unrealistic to claim that the conversion of iraditional grazing properties to
kangarco harveshng propert:es will rectify Yand degradation, AV current and
expected prices, the grazier is better off with sheep/beef, despite a poor financial
performance ovey recent years due to a combination of drought and low wool prices,
This means that efforts to address the issue of land degradation will need to be
directed elséwhere,

The potential supply of kangaroo meat in Australia, based on 100% quota utilisation, is
estimated to be 57000t/year ( or 3. Zkg/person/year based on 57000t/18M people) from
4.8M kangaroos harvested (1993 National Quota) (Switala 19953), This is only about 4% of
total red meat productxon of 2,807, OD()t/year (75 ~ 80kg/head/year). The underiying
assumptlon here is that kangamOS remam a hawcsted mther than a farmed resource and

extra pmductlon is hkely to se,vcrely depress kangaroa meat pnces

The current situation in Queensland and most other states is that 75% of kangaroos are
shot for their skin nnly,, (carcases not utilised), and the 're‘m'aini’ng 25% are shot mainly for
pet food at a retail price of $0.85 - $1.05/kg. Given this, it is evident that even if 100%
quota usage is assumed, the current retail value of kangaroo meat would not exceed about
$15M. The value of skins is additional to this, This estimated income of $15M is shared
among a reiatnvcly small group of professional shooters, processors, tanners, and retaniers :
Most graziers benefit in an indirect manner only, if at all, through tempuraniy lower grazing
pressure on their pastures, They receive no direct cash beneﬁt

However opxmons vary widely as to the potential value of kangaroo meat, dependmg upon
the proportion of the quota harVeSted the proportion sold for human consumpsson versus -
that for pet food, and the retail price used. For example, using & retail price of $6,00/kg,
Switala (1995) estimates the potentlal value of kangaroo meat to be about 8342M/year '



(57000t @ $6.00/kg). This assumes all kangaroos harvested in Australia are sold as game '
meat. It is avident therefore that the difference between actual and potential gross values of
kangaroo meat in Australia is enormous, and may be the source of unrealistic expectatlons
within the industry.

¢ Ifin the interests of arrestmg land degradation, large numbers of graziers converied their
sheep/beef properties to kangaroo harvesting operat.ons, the productton of kangaioo meat
would soar. For example, for the Mitchell Grass mulga area used in this report (ABARE
Region 314), 723 propesties each run an average 5350 sheep and 850 cattle, a total of
approximately 3,86M sheep and 0.6M cattle, In the absence of sheep and cattle, each
property will run about 23456 kangaroos, a total of 17M for the Region. From this number,
the annual harvest will average 3518 per property, a total of 2,5M, yielding a total of
26000t of saleable boneless kangaroo meat (10.17kg dressed weight/carcase). This is
approxxmateiy half of the total Australian potential production (57000t) - from one fa:rly,
small area in Queensland alonel 1t is also about half of the total volume of world trade i in
game meat, The downward effect on domestic and export prices of such a large increase in
supply for both game meat and pet food would be immediate and drastic.

¢ Kangaroo ricat has some excellent characteristics (low fat elc) A sound marketing
program might enable hlgl.er pnces to be obtained. However, it is doubtful if this will
transiate to substantial price increases at the farm gate. Thus kangaroos are likely to
continue to be considered by graziers as providing unwanted competition fo sheep and
cattle rather than a resource. Solving the problem of land degradation will require other
methods and approaches, In summary, it is most unlikely to be done by replacmg
sheep/beef with kangaroo harvesting

I. INTRODUCTION

1.1 Background

The problem of land degradation in Western Queensland has long been recognized and well
documented. For example, according to the Queensland Department of Lands, “Land
degradation is evident on some two-thirds of the Mulga Region of south-western Queensland
affecting both the regional and State economies to the extent of s-..ne¢ $52 million in lost
production per year.” (Position Paper January 1993) This has led to the search for a land use
system which has greater long term stability, That is, a farming system whlch is sustainable in
both economic and environmental teims.

Opinions vary widely as to the best way to achieve this goal, but central to the issue is how to
deal with the most prevalent large native herbivores - kangaroos, in addition to sheep and
cattie. Kangamos have long been regarded by many as pests which ‘compete with sheep, beef,
and cropping for available resources, Those who hold this view see kangaroos as a
destabilising mﬂuence in grazing management, invanably lcadurg to land degradauon. ' ‘

Opposing this view are those who believe that it is the influence of man with the introduction
of sheep, beef, cropping and other animals which has destroyed the natural equilibrium once
believed to exist. Some in this group feel that if properly managed, kangaroo harvesting might
replace the introduced farming systems, That is, it could prove to be just as proﬁtlble while at
the same time, znv:mnmcnully sustmnahle with no land degradmon. i



In practice, no property uses 100% of its water and pasture to run sheep and beef since an
estimsied 40% of these resources are used by kangaroos and other wild fauna and feral
animals.

1.2 Problem statement and study objectives

The aim of this report is to examine the profitability of the land use aiternatives (sheep/beef
vresus kangaroos), and decermine the conditions under which financial equality between them
may be attained

The problem may be expressed as follows:

“Is it likely that kangaroo harvesting could be as prefitable as the current grazing land
use in western Queensland?”

In defining the problem as outlined above, there is an inherent assumption that kangaroo
harvesting will not result in more land degradation However, the evidence to date suggests
that when competing for feed with sheep and cattle, kangaroos do add to total grazing
pressure, and this can increase land degradation, particularly in times of drought.

The main objective of the study is to determine the conditions (prices, yields‘ etc) under
which kangaroo harvesting and traditional fn‘rmi‘ng are equally profitable.

The probability of attaining these conditions is discussed. Marketing dstu, mcludmg
export information, are included to provide a realistic basis underlying price estimates
and sales volumes, and to give an idea of potential sales in the future,

1.3 Ownership of kangaroos

Kangaroos are owned by the Crown and their harvest controlled by the Australian Nature
Conservation Agency (ANCA) through control of exports of kangaroo products, and the
Queensland Department of Environment (DoE} through the quota system and the issuance of
tags to licensed shooters. Legally, kangaroos cannot be contained (trapped) within a kangaroo
proof fence for purposes of harvesting. In any case, from a financial viewpoint, the cost of a
strong fence about 2.4m htg,h (approxtmatdy $8000/km) would appear very questionable.

Therefors kangaroos will continue to migrate from one property to another,

1.4  Kangaroo Population Data

Over the ten year period from 1961 fo 1990, total kangaroo populatmn for major
commercially harvested species varied from ap proxxmately 10 million to 18 mlllum* The main
reason for thig was variation in seasonal conditi ons.

Under the (¢ mmanweal/h MIdlzjé Protection (Iéegdmmn of Exports and Imporis) A ct 1982 '
those States with APProved kangamo management schemes are emutlcd to export the products
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from their harvest up to a quota In 1993, the approximate quom as appmved by the AN(:A
for all states was 4.8M (ANCA). Howevcr, in most years, mﬂy 60% to 90% of the quota
seems 1o be haivested

Kangaroo densities also vary greatly from year to year and between locations, The range
seems to be from 510 35 kangaroos per square kilometre.

Presently, the owrwhchumg end use of kangaroo meat is for pet food and the average
wholesale value is about $1.00 per kilogram. The current use of kangaroo meat for human
consumption is estimated to be only 100 ~ 150t/year in Queensland and New South Wales,
400t/year in South Australia, and about S00 to 600t/year for ail of Australia. The rest is sold
at much lower prices for pet food.

Supply also can vary widely from year to year depending upon seasonal conditions. The
potential supply for 1996 would not exceed 400001, and has been as low as 20000t/year in the
carly 1980%s

1.5 The distribution of the benefits from kangaroo harvesting

Shooting for the skin

When a kangaroo is shot for its skin, the carcase has no meat value and so it is Jefl in the field
to rot The professional shooter gets the value of the skin. The grazier gets no direct financial
reward from this transaction, only the indirect benefii of reduced grazing pressure on his
pastures from fewer kangamm Skin shooting is often conducted in (but not restricted to)
fairly remote areas where it is difficult or uneconomic to get chiller hoxes for meat. About
75% of all kangaroos shot in Queensland are shot for their skin only.

Shooting for meat

When a kangaroo is shot for its carcase or the value of its meat, the shooter is paid for
delivery of the whale carcase with the skin on. While the shooter is paid for the meat on a per
kilogram basis, he is actually being paid for both the skin and the meat because the processor
claims the value of the skin regardless of carcase weight. As before, the grazier gets no direct
benefit from this transaction.

The situation for the new “roc man” or kangaroo harvester,

If a grazier decides to transform his property from sheep/beef 10 kangaroo harvesting, he wili
be restricted to the same market constraints as the professional shooter. That is, his kangaroos
wiil be shot for either their skin or their meat, as outlined above. Benefits beyond the farm gate
will be captured by the processor, the wholesaler/distributor, the retailer, and the exporter.
Graziess who convert their properties to kangaroo harvesting are still likely o employ
professional shooters, ‘



2. THE MARKETING OF KANGAROO MEAT
2.1 The “markmng solutmn”

There scems 0 be o perception that if anly the correct marketing techiniques were applled and
sustained, most of the problems within the industry could be resolved For example, if
improved marketing led to a significantly higher price for kangaroo meat, kungaroos would be
recoghized «§ a valuable resource, and shooting for skins only with the consequent wastage
would be a thing of the past. Graziers would benefit, as well as all others involved in the
industry Considered to be an oversimplification, this approach is termed the “marketing
solution”

Without queaﬁon, if graziers felt they could profit from kangaroo harvesting, they would have
certainly moved in that direction by now. Howaven a Targe scale shift to kangarco harvesting
as advocated by some would also resuit in much higher volumes of kangaroo meat of all
deqcrxptmn on both domestic and export markets This would have a depressing effect on
prices Thus while locating new markets is obviously the first step, the industry’s capacity to
gear up quickly to supply more product should not be underestimated. The cessation of
shaoting for skins only would of itself provide an additional potential volume of about
13000t/year.

The “kangaroo industry” is made up of what nppeats to be a loose affiliation of five sectors or
stakeholders. They are the shooters, graziers, protessors, wholesaler/distributors, and
retailers. They are represented respectively by the Association of Professional Shooters,
United Graziers of Australia (UGA) and Cattlemens Union (CU), and the Australian Gane
Meat Producers Association. Other related bodies include the Kangaroo Industry Association
of Australia (KIAA) who have developed a strategic plan and intend to appoint a
Development Officer. Associated with these groups are the various state and federal
departments responsible for maintenance of the kangaroo papulauon and hygiene and export
regulations. Research funds are provided by other organisations such as the Rural Industries
Research and Development Corporation (RIRDC). However, absent from the above seeins to
be a strong cohesive body which speaks with authority for the whole industry. This acts as a
constraint in the formulation of a national policy for the kangaroo industry.

2.2 Domestic marku! perceptions of kangaroo game meat

Kangaroo meat has a negative market image in Australia and in some overseas markets, There
has been some adverse publicity from animal liberationists, along with stories of the dangers of
toxoplasmosis and salmonella. As previously stated, some proponents of kangaroo harvesting
have long advocated that if the kangaroo game meat market was further devcloped for human
consumptlon, the proﬁtabnhty of the kangaroo industry would be significantly improved. The
central issue here is to estimate under what condmons kangaroos are equally proﬁtable with
sheep/beef,

Table 1 shows the breakdown in the sale of an average 18kg carcase for domestic
consumption, dressing out at 10,17kg (56.5% DW), ,



Tabie
ESTIMA’I‘ION OF AVERAGE. RE‘I‘AIL PRICE - KANGAROO GAME MEAT

To~qualitymeat 10 10107  400-950  4,07-9.66

Second fine meat 20 2034 250-3.50  500-7.12

Manufacturedmt 70 7.119  085-105  6.05.7.47 _

Lot

The likely average price range to the retailer for the 10, i?kg snleable game meat calcnsc'
is $1.50 to $2.38/kg.

Top quality meat is made up of filiess, rumps, zmtl topsides. Second line meat is comprised of
rounds and silversides. Manufacture 1 meat is made up of necks, shoulders, bellies, and shanks.

Sales of kangaroo meat to the dosaestic market almost entirely refer to the 10% top quality
component only. The rest is mainiv exported As previously stated, of the domestic sales,
approximately 400t/year is sold in South Australia where kangaroo meat has long been
commonplace on the domestic res il market, and about 100 to 150t/year to the NSW and
QLD, a nationwide total of betwee.r 500 and 600¢/year.

{(b) Profi iabsllb of game meat, pet meat, and skins

Is the current price range high enough for kangaroos to be equaﬂy profitable with sheep/beef?
To answer this question, the marketing chains for the two main kangaroo products, game
meat and pet food, are first outlined in Table 2 below. The value of the skin is also
incorporated.

Table 2 shows that at current domestic prices, the available profit murgms for both the game
and pet food markets are very small. Nor do the calculations include margins of profit for the
processor or the retailer There is little to be gained by increasing the supply of kangaroo
meat for pot food since the mavgins are so small and alternatives for the retail trade such as
low grade beef are readily available.

While margins for game meat appear a little more substantial, they still have to pmwdc a profit
for the processor as prewously stated. However, the real mpurtumty for improving financial
returns seems to lie in increasing the market proportion and prme for the second line meat,
now commanding the same or similar price as pet food. A rise in the price of the manufactured
component would also be beneficial. It is in these categories that the publm perception of
kangaroo meat needs to undergo the greatest change. In gencrah pmﬁt margins for kangaroo
game meat on the domestic market are not conducive to an expansion of supply.



DOMESTIC MARKETING CHAIN - CURRENT SITUATION

ftéem - 14 e Ve At e P oo

Raw matenal ‘Roo at chiller bpx (S/kg carcase wt) e 0528  0.472-050)

Average kangarco carcase weight - (kg) 8 1800
Svetdue vost e the topd o P U ecslu\uclu~x‘?~tnu} o ’

o i ; _— -
Freight cost per kangaroo ($/ro0)* o 3.00- 450 1,00~ 3.00

Other bush costs - (electricity, repairs, misc) (S/ro0) 075 125 0.75- 1,00

[ \Uh l\\l l‘ Ul vt o Pronce sl NI IRIAY \’\‘ N o) )

Value of skin($/ro0)

et Vi ot rocat procowenr o (5 o)

Plus ISR A ;

Processor’s cost - estimate only ($/roe) 7. 0 - 10.0 _5.00- 7.00
lnf oS Te processy o Plotil Jmlmlui ES 1) o

| Averagedressingoutrate (%) | _54% -

Aveiage dressing out weight (kg T00 as boneless meat) T 972- 9.8
‘ \\piutﬂ;\ ProCeSsol [T (lxguH‘L Boneless me, uj l‘ ’
o MRS ! U ’ |
Freight to Wholesaler/distributor ($/kg bonelessmeat)  minimal __ 0.06- 0.15 |

Wholesaler's commission and other costs (30% to 35%)  036- 062  020- 036/

. nlﬂul | ln\lu nlulu (\l.,\ ncless g al) _

Compared with: o L

CCurrent price raned - domestic retal mnhl po

*  Most of the initial pmccssmg for pet food 15 donc in provincial arcas, whcms processing for game meat is
located in capiial eitics.
Source: Licensed Fauna Dealers

2.4 Exporting kangaroo meéat

For game meat in the period 1985 to 1991, the volume exported has varied from 48 to
290%/year, the average heing 142t/year, Prices were in the range of $1,00 to $1.50/kg FOB in
most years, In 1994/95, a total of 1600t was exported for human cansumpt:on In the three
previous years, it had averaged only about 500t/year, The largest consumers in more recent
vears are the Rugsian Federation, Belgium, and Germany. The FOB prices were quite fow at
$0.54/kg, $2.07/kg, and $2.70/kg respectively for these countries, Overall, the average price
in 1994/95 was still only $1.59/kg for all countries. It is obvious that profit margms for
kangaroo meat exporters must be very small, although the market for game meat in pamcular
appears to be growing in volume (ABS ), ;

For pet food, the volume exported vatied from about 200 to SOOt/ycat‘, the average bemg
352t/year, Prices were in the range of $0.60 to $0,80/kg FOB in most years. The mpjor

petfood markets in recent years are Indonesia and Macau. The unit prlce received across all
markets has been in the range of §0.63 to $0,80 (ABS) :




More recent market rcnearch work in Lumpu by officers of QDPJ suggests that for 'mmll '
volumes of top grade kangaroo game meat, wholesale prices of $12 to $21/kg FOB appear
possible (Miles, et al fortheomtng). This research found top quality kangaroo meat cuts selling
for higher retail prices than most game ineats in some European markets. Note also that these
prices are for the top 10% (1kg) of the saleable meat per carcase only,

Perhaps the best indication of the most likely price range in the long term for kangaroo game
meat is to be found i the prices paid for other types of game meats. In 1993, total world
trade in game meats approximated only 470001 In previous years, it wag 34000t in 1990,
39000t in 1991, and 46000( in 1992 (UN Trade Database). Prices in 1993 ranged from
approximately $4.50 to $17.80/kg CIF (say $1 50 to $14 50/kg FOB Australia), the average
being $7 53/kg CIF (approximately $4.50/kg FOB Australia). Miles ct al found that Germany
mainly used kangaroo meat as a cheap filler with other game meats. As a result, kangaroo has -
a low profile in this market as consumers are not aware they are eating it.

To sumnarise, the overwhelming evidence suggests that current export prices for kangarao
meat of all descriptions are relatively low. However as noted, Miles et al have identified some
small volume, high value, niche markets in Burope where top quality kangaroo meat cuts have
been sold for higher retail prices than most game meats. Given the state of the industty as
described in this report, niche marketing of itself’is not considered to be a significant factor in
the development of the kangaroo industry.

Total world game meat production does not exceed 50000t a year, although consumption is
growing. This growth can be partly attributed to consumers’ growing need for clean and green
products in the face of growing food erises such as Britain's mad cow disease. Hopefully, this
may mean future opportunities for the expansion of kangaroo meat on international markus

Marketing the pmduct on the export market is only part of the solution to the lidustry’s
problems. Major increases in the overall prices will require better utilisation of the entire
carcase and addressing the production and quality issues surmundmg the product. :
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3. MODELLING THE POTENTIAL WILD HARVEST OF KANGAROOS
3.1 Methodology of the study

smmlawd transition f‘mm 60 % sheeplbeei’ (rugardcd as the norm or “wmrol”) 10 100%
kanggroos. (The remaining 40% of the pasture on the property is assumed o be uged mamly
by kangaroos, but also by other wildlife such as feral goats, wild pigs, emus, etc.). By varying
key parameters such as prices and yields either singly or as a combination, the effect on
profitability is measured and observed.

The sheep/beef’ “control” used in the report measures the performance of an average farm for
the five year period 1990/91 to 1994/95. This period was one of severe drqught (1989 to
1995) and low commodity prices. To this extent, the traditional farming system is portrayed
under very unfavourable conditions Data prior to 1990 were excluded on the grounds that
the wool price support scheme then existent resulted in prices not ap'ﬁhcable to conditions
currently faced by the wool industry.

The report does not attempt to define what long term sustainability is for any farming system
nor answer the question of how to achieve it Nor does it try to define total gxazmg pressure.
These matters are covered by the various land use reports on the subject. Instead, it confines
itself to determining the profitability of a number of hypothetical farming systems which may
be viewed as alternatives to the traditional sheep/beel prazing for which actual data are
known; and which are believed to be biologically and economically sustainable,

3.2 Data collection and sa}upie; selection

Data required relate principally to effecting the transition from sheep/beef to kangaroas. These
have been collected from a number of sources including the Queensland Department of
Primary Industries (QDPI), the DoE, the Australian Bureau of Agricultural and Resource
Econumics (ABARE ), and the Kangaroo Industry Association of Australia (KIAA),

Kangaroo harvest data for 1992-93 indicate that about 50% of all kangaroos harvested in
Queensland were obtained from the Southern Mitchell Grass / Mulga area of central western
and south western Queensland. Because this area is the most prolific in terms of numbers of
kangaroos harvested in the state, it was chosen for amﬂy»is in this report. Known slso as an
area where considerable land dc&mdaﬁﬁn has oceurred, it has thres distinet g azing systems.
These are; ,

(a) sheep;
(b) beef; and
(c) sheep/beef,

The annual Australian and Grazmg Industries Survey is conducted by ABARE, The Southern
Mitchell Grags / Mulga area is contained within ABARE Survey Regmn Na 314, extendmg
from south of Chatleville to north of Longreach (Figure 1), :
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Figure 1: Map showing ABARE survey region No.314
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Over the five year period 1990-95, the 723 graang propeme; in this regmn were cvenly
divided between specialist shcep (33%), specialist beef (33%), and combined sheep/beef
producers (33%). Since there is no dominant farming system, ABARE survey data for a!l‘
farming systems (723 propert es) has been used.

Of the total of 723 properties, 40 (5 6%) were sampled. The average physncal and financial
performance of these sampled properties is the “control” property. This forms the basis for
simulation work which transforms the property from sheep/beef only through a series of
intermediate stages (called scenancs) until it is entirely devoted to harvesting kangaroos. The
control property in the survey region has about 5350 sheep, 850 beef cattle, and 5000
kangaroos on almost 220 square kilometres,

3.3 Feral goats

llarvestmg feral goats for sale is fairly common on many western Qucensland pzopertxes.
Provision is made for this in the analysis ( Table 3), based on a stockmg rate of 5 goats per
square kilometre, a harves*mg rate of 30% per year, and an average price of $12 per head.
Provision is also made in the model to vary these parameters as required.

3.4 Identification of key variables
Key variables are defined as those which have a major beamg’ on profitability and relate

mainly to yield and price. Others include the substitution ratios of kangaroos for sheep and
cattle. These variables are shown in Table 3.
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{Table 3 e
KLY VARIABLES
KEY
VARIABLES e e
Average| farm |area(ha) | 22056|
Sheep | i b b |Likely range
{Average greasy wool prxce($/kg =| 3.525 o 13to4
Average wool yield (kgfhead) =| 4339] = | __|4t05
JAv. pncc/sheep sold ($/hea® = 8755 o+ 1 |8tol0 -
Beel [ b v 1 , |
Average price/head sold ($/head)—~ _4ss) 1 1 ]400t0S00
Kangaroos e I , e o
- |No. of roos per sheep equlvalent 152t | 114510 1.65
[No. of roos per beefequivalent =] 12.46f | [~ [1ito13
Aver. no, r005 carried per Km™2= | 23 , . 201030
Aver carcase price-pet food($/kg) =| 045 | 103610056
Aver carcase price-game meat($/kg)|  0.50] L 04210056
lggp_garoos shot forskins _ (%)=| 75.00] oo 70t080 |
Kangaroos shotformeat  (%)=| 25000 | | = [20t030
Meat roos sold as pet meat (%) =| 95.000 | | |95t0 100 |
Meat roos sold as gamemeat (%) =| 500] | | = 1to$ ,
Av. roo carcase yield(kg DW) = | 18] | e ’,Z 161022
Average roo skin price ($/skin) =| 9.00/ __J7010
|Farmer's roo shooting costs ($/ro0)=| ~ 3.00] (Excl, ‘ab and deprec.)
IContract roo shootmgcosts(S/ro o)={ 750 (Vanah Ie costh only)
[Kangaroo harvesting rate (%) = 1500, | 151040
No. ot‘goan per km~2 = s | |  lotol0
Average price per goat on farm ®)=| 12.00 ol 18020
|Goat harvesting rate (%) = 3000 | - |20t040
Cabour rates-all types (Av S/wk) | 35723 | |

Source : ABARE, ODPI, Dok, Licensed Pauna leers

3.5 Construction of the model

, Seumg the parameters ‘

A spreadsheet model was constructed to outline and alrectly compare ihe contml ‘with five
scenarios depicting the transntnon from sheep/beef to kangaroos, There is no income to
producers from kangaroos in the contrel. The aim of this approach is to identify the financial
benefits and costs of the transition, while at the same time, acknowledging the rigidities and
hmntatlons of such models, One of the scenanos (No.1) actua!ly teduces the number of‘
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kangarcos thmugh heavier than normal shootmg but lepves unchangcd the numbcr of sheep‘
“Wool production is assumad to increase by 10% in this scenario, ~

In terms of grazing pressure and the use of resources, these scenarios are:

Scenario No Sheep/beel : ~ Kangaroos

(%) (%)

I | 70 30
Control 60 40
2 50 o 50

3 : 40 60

4 20 : 80

5 0 100

Results are expressed in terms of the standard ABARE taeasures of financial performance;

{A) Total cash receipts
less

(B) Total cash costs
= (C) Farm cash income
less imputed costs(stock adjustments, depreciation, farmer’s labour)

=(DVy Farm business profit

Provision is made in the model for variation in costs and returns in the transition from
sheep/beef to kangaroos. For example, since kangaroos do not require shearing or crutchmg
etc., these costs are eliminated on a pro rata basis as kangaroos replace sheep/beef Other
ad}ustments are made to costs as required, The substitution rate is 1.52 and 12,16 kangaroos
respectively per dry sheep and adult beef equwalent

Professional shootmg costs of $7,50/head are used in this report, the shooting bemg done by :
contracted professionals in all the transition stages from sheep/beef to kangaroos (Scenarios 2
to 5). For the current situation (Control), all shooting is also done by professional shooters but
at no cost to the grazier since they (shooters) keep all the revenues from sale of kangaroos,
With Scenario 1, the grazier seeks to deliberately reduce kangaroo numbers by employing a
professional shooter. In this case, he also pays $7. ::O/head shiot thh all revenue from
kangaroos accruing to the shooters, :



4. RESULTS

4.1 Profitability of alternative enterprise mixes

At present day commodity prices and input costs, the conversion of the average sheep/beef
farm to a pure “kangaroo harvesting” property is highly unprofitable. The greater the
proportion of kangaroos relative to sheep/beef, the greater the financial loss. Given the key
variables as outlined, no grazier would consider changing hxs current farming system in favour

of kangaroos. For detail, refer to Table 4. ‘

Note also that even the control farm is operating at & oss: (an average Farm Business Profit of
-$25848 for the five year period 1990-91 to 1994-95). This loss is mainly due to low wool and
cattle prices during the pruionged five year drought from 1990-91 to 1994-95, the period of
the study. Thus, if ever there was a period when kangaroa harvesting was in a position to
more favourably compare with the traditional grazing industries, this should be it. However,

despite these most unfavourable circumstances from the viewpoint of sheep and bc:ef

kangaroo harvesting is still relatively unprofitable.

Therefore, under present day physical and financial vonstraints, kangaroo harvesting as an
alternative 10 sheep/beef cannot be recommended. A return to bettér seasonal conditions and
higher average prices for sheep and beef products would only strengthen this conclusion.

4.2 Sensiiivity to changes in farm p‘mductivity and practices

The next objective of this study is to determine the set of conditions under which kangarou
harvesting and traditional farming are equally profitable. To do this, key variables used in the
mode!l were modified to see what effect they had on farm profitability. By modifying these
var‘ables outlined in Section 3.4, the effects on the proﬁtablhty of the average sheep/beef farm
in the region (the control) and the related five scenarios were detefmined.

Yor simplicity of illustration, a series of nine changes or “sensitivity runs"(SR) are made, For
each run, one or more variables are altered. These rins and associated commentary are listed
below. For detailed results, refer to Table 5.

SR8 and SR9 show the price requxrcd at the farm gate for kangaroos in carcase form to
generate the same farm business proﬁt as sheep/beef. As preylously stated, the questlon, ‘
remains as to the practicality of such pnces.

Usmg the same marketing chain format as shown in Ta,ble 2, Table 6 mpuis these “equalmng
prices” into the chain and traces their effect on final prices required at the retail Jevel. It is
evident that under current circumstances, a pnce of $3.75 at the farm gate is mconcewable for
domestic market sales, Even the farm gate price of $1.31/kg results in a price to retailers
approximately double that currently bemg paid by them for kangarco game meat, 'Note that
these costs still do not include a margin of profit for the processor, ,



Table 4: Suvmmaxy‘of results
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item

Resource mx ratio (Shecp/bééf : RDOS)

(A) Estimated cash receipts
Crops
Sheep (a) Wool

(b) Sheep and lambs

Beef :

Other livestock

Other (off-fanm contracts etc)
Sub-total

Kangaroos (a) Skins
(b) Meat
Sub-total

Feral goats

Total cash receipts (A)

(B) Estimated cash costs
Operating costs(seed,fert,chiemicals
Livestock husbandry
Plant & machinery (fuel,0i, R&M)
Shed costs, marketing(inc shooting
Wages
Administration
Total cash costs (B)

Farm Cash Income (A - B)
Adjusted by:

Build up in trading stocks ( +)
Depreciation (- )

Operator and family labour (- )

Farm Business Profit

Scenario _ Control

Scenario  Scenario Scensrio  Sceaario

- _Neo.d ~No2  No3  No4  NoS
70%:30% 60%:40% 50%: 50% 40%:60% 20% : 80% 0% : 100%
6] 0] ® ® () )
1218 1218 0 0 0 0
97720 88836 73728 59519 29317 0
7932 7932 6584 5314 2618 0
109200 109200 90545 73255 35945 0
555 555 461 3 183 0
19890 19890 16509 13326 6563 0
236515 227631 187826 151786 74626 1]
0 0 8310 11288 17610 23749
0 0 2507 3405 5312 7164
0 0 10816 14693 22922 30913
0 0 3970 - 3970 3970 3970
236515 227631 202613 170449 101518 34883
850 850 0 0 0 0
$3929 53929 44761 36132 17797 0
34131 34131 28329 22868 11263 11262
39878 30345 34419 32873 29580 26388
9288 0288 9288 4287 0 0
73765 73765 70280 64354 54525 46620
211541 202308 187077 160514 113165 84270
24974 25323 15536 9935  -11647  -49386
12012 12012 9970 8048 3964 0
23547 23547 23547 23547 12000 10000
39636 39636 38224 32865 27864 18576
226197  -25B48 36265  -38429 47547  -77962
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Table 5

FARM BUSINESS PROFITS FOR SENSITIVITY ANALYSIS

C 1 m
Resource mix  ratio  (Sheep/beef:
Roos) ) PR

N i \

| 70%:30% o | S0%:50% | .

REEEaS RO TR A5 I Y A Y I
BASE [ 26197 | -258e8 | 36255 | 38429 | 47847

Sensitivity | Both wool pnee | -1618) 16742 ] <2ET0% ] -32329 | 44542 |
No. 1| andyieldup$%{ . . V. o o4 o
Scasitivity | 70%:30% | -26197 | 25848 | 36196 -38335 | 47400 '
No2|  gamepet| .} RN SR
Seasitivity | Roo harvestup | ~35430 <5848 | <34082 | 36279 | 44191
No.3 | from15%1036% § NIRRT SUNRIIA RS SRR S
Sensitivity |  Gamemeatup | 26197 25848 [ <35573 | -37489 46079
No.4 from $0 50 to | '
Semsitivity | Petmeatupirom | -26197 | -2584% | 33897 | . W12 | 42528
No.S| $045108090kg | b o , |
Scnsitivity | Gamemeat $7kg |  -26197 | -25848 | -18136 | -I13804 | 9128
No.6 game:pet meal | | 4
| 50% S0%matiof 1 1 i - i
Sensitivity | Alitheabovefor | ~35430 | -25R48 | <2273 | 20062 | «18892
No? _SR2oSRS | o4 oo b Lo
Sensitivity | 50/SOskin:meat | -26147 | 25848 | 18275 | 13992 | .924]
No.8 50/50 pet:game 1 1 ‘
15% harvest, |
$3.75/kg pame
on farm price | N, SRR, T .
Sensitivity | /100 skin:meat | -26197 | «25848 | -18503 | 13691 8952
No9 | 0/100 pet : game | , DR
 15% harvest
$1.31/kg pame on
-~ farin prics |
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Table 6
GAME MEAT DOMESTIC MARKETING CHAIN - SR8 AND SRY

L drem

Raw matcnal R
Atcrn c kanga

Freight cost Pcrknng,nrm’S/mo)‘ R TR . 300- 50 300 450 |
Olhurbawhco‘;ts-' claclrscm* pairs, misc) ($froo) 178« 125 015~ 125

8,00-9.00_

Plus

Pmccssor § COSt = csumalc only (S!roo) e T.00 = 1:01)() o 7.00- ‘i(’).()‘ﬁ,g

5% SI%  54%-51% |
973~ 018 9072 9.8 |

lus " ‘
Freight to Wholesaler/distributor ($/kg DW)) ~ minimal  minimal
Wholcsalcr s commission and oihcr costs ('10% o 35‘%‘& 247 283 081- L16

Cunent Prce tanesdomeshie 1. ‘Ll m\nl ‘ : -

* Most of the initial processing for pet foed i is - done in provincml arcas, whercas pmccssmg for game meat m-'
located in capital citics,

Source : Licensed Fauna Dealers
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