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Enhancing the competitiveness of the Australian livestock export industry

Executive Summary

Australia has beean exporter of livestoctor well overone hundred years, and the trade has

continuel to expand in importance and deliver economic benefits to rural communities and the
national economy. In th2015 calendar yepAustralianlivestock exports were valued excess

of $1.75billion, which ranls livestock exportsith cotton, sugarorcanotas one of t he n
most important rural exports. Significantly, livestock exports are a key economic activity which
generateeconomic growth across northern Australia at a time when the development of this part

of the nation is seen as mnportant éement of future national economic development.

The researchssociated with this report has involved a braatying review of the
competitiveness of Australiabds |ivestock expo
will assist to maintain ahimprove that competitiveness in response to growing competition in

many international livestock markets.

Global trade in livestock is growing rapidly and is now valued in excess of $US 18 billion per
annum, having more than doutti@ value over the past decade. One reason has been the
removal of restrictions on international agricultural tradhiéch hasfacilitatedthe development

of integrate multinational supply chains, in which livestock and livestock products cross
internatioral boundaries on multiple occasions while being transformed into consumer products.

The live export of Australian cattle, sheep and goats constitutes a relatively amalithe total
market for each of these livestock growgying from approximatglfive to ten percent of total
annualAustralianturnoff. However, at a regional level and for specific classes of livestock, the
live export trade provides a very important market outlet, and in the absenaérétket the
financial viability of many egional livestock industries would be severely challenged.

There have been a number of economic studies carried out in order to better understand the role
that livestock exports play in the Australian economy. Some of these have questioned the
economic vale of the trade, arguing that the potential loss of throughput for the Australian meat
processing sector that arises from the diversion of livestock to live exports more than negates any
economic value generated by the trade. A review of such researalsreigmificant limitations

in the methodologies employ@dsome studiesMore robust economic research has concluded

that livestock exports deliver significant and growing economic value to the national economy,
and even greater benefits when considetdtie regional level.

A number of casstudy farm businesses were analysed to examinenfietance ofive export
marketsto the financial viability of tesebusinesss While the impact of live exports varied by

farm and was most significant for those located in northern Australia or in locations remote from
processing worksn all the case studies analysed the availability of live export markets delivered
a range of bth tangible and intangible benefits that assisted the businesses in maintaining
financial viability. Aside from direct financial benefits, each of the farm businesses perceived
there to be advantages in the added marketing flexibility live exports pdowwdparticular, this
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included the ability to market unfinished livestock in situations where adverse seasonal
conditions precluded those stock being finished to slaughter weights, and the related ability to
time the disposal of those stock to fit in wisasonal pasture growth or labour requirements.

An important element of the research reported ivasto consider some key priorities to

maintain or improve the future competitiveness of the Australian livestock export sector. The
need to maintain and jpnove competitiveness has become more acute over recent years, as new
competition has emerged in key export markets. This includes livestock exporting nations
located in North Africa, Eastern Europe, Asia and South America. In almost all instances, these
competitors operate off a lower cost base than is thefoageistralian livestock businesses.

Strategic priorities identified to sustain and improve the competitiveness of Australian livestock
export industries include;

1 A requirement for participants in the trade to actively engage with governments and
others in planning and developing improved transport infrastructure, in particular in
Northern Australia.

1 Recognition that markets for livestock and livestock produdtsarkey regions that
Australian livestock are exported to are rapidly changing, as urbanization and growing
per capita wealth results in changing consumer tastes and market arrangements. There is
a clear need for Australian livestock industries to devalgpod understanding of the
dynamic changes that are occurring in these markets, and to develop strategies to respond
to these changes.

1 The animal welfare and livestock management standards associated with Australian
livestock exports have long been a raatif heightened community concern, with a
number of trade interruptions associated with these issues in the past. Australia has
implemented worldeading standards including exporters being responsible for livestock
welfare through the entire supply ch&nthe point of slaughter. No other livestock
exporting nation has adopted similar standards, and they impose a significant cost on
Australian livestock exporters and producers. It is important to ensure that current
standards are implemented as effidgas possibleand that Australia is at the forefront
in seekinghe adoption of similar standards internationallye livestock export sector
should engage closely with the Australian Government in order to identify ways to
achieve effective regulaticat minimal cost.

1 Australian livestock exporters and the Australian Government should actively participate
in relevant international for@ encourage global adoption of livestock export standards
that are equivalent to those that have been adopted ireAaisémd ensure that
equivalent international standards are appropriately recognised in the implementation of
Australian regulations.

1 Australianlivestockexporters have a range of common interests with the meat processing
sector, and in many instances tiwo sectors are complementary. Efforts are needed to
identify issues of common interest and to engage in advocacy and other activities to
advance these common interests.
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1 The relative diseaskee status of Australian livestock is a key element in the
conpetitiveness of Australian livestock in international markets. Austriirastock
exXporters are in a unique position to helop
biosecurity status, and to ensure Australia can recover quickly from any biosecurity
incidents.

1 The livestock export trade has suffered in the past from what effectively amounts to the
removal of its dédsoci al |l i cence to operateo
number of different actions that the industry needs to consider in orderteesn gt hen it
social licence to operate, and to ensure that any future incidents are dealt with in an
effective manner.

1 Whilst easily overlooked, the support of the broad livestock industry in Australia is an
important element of the potential future segs of the sector. For many livestock
producers in southern Australia, the impact that the livestock export sector has on their
enterprise profitability is not readily apparent. There are steps the livestock export sector
should take to improve recognitiaf its role in livestock markets.

* k k k k k%
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1. Introduction

Over the past decade and a half, dramatic changes have occurred in global agricultural trade as
agreements under the World Trade Organisation and regional and bilateral trade agreements have
substantially removed what were previously major barriers limmaigricultural trade. As a
consequence, the annual value of global agricultural trade has increased from approximately

$400 billion in 2000, to almost $1,500 billion in 2014, more than tripling in just fifteen years.

Not only has the volume and value gfiaultural trade increased dramatically, but so has the
nature of agricultural trade. Whereas in the past agricultural exports typically went from the
producer nation to the consuming nation, it is now increasingly common for trade to occur within
verticdly-aligned supply chaing whichagricultural products from one nation are exported to
undergo a second stage of production or initial processing in a second, then exported to undergo
further transformation in a third nation before being exported aasumer good to the nation of

final consumption.

These developments are occurring across the entire spectrum of agriculture, from grains through
to livestock and horticulture ais1 the absence of trade barrigmational comparative advantages

(be they beap land, cheap labour or la@st energy) become more important in determining

which nation is more efficient at carrying out specifitiaties within a supply chain

Thesesame trends are evideetenin relation to Australian agricultural exports. Australian
potatoes, for example, are exported to New Zealand for processing before kipgmnted to
other nations (including back to Australia) as frozen potato chips ready for cooking and
consumptionSimilary, in the livestock industrie®yustralia is experiencing rapidly growing
demand for exports of livestock, with these animals destined to be used for breeding and
production (in the case of dairy cattle) or fattened and slaughtered in oversdaadobafore
being consumed or +&xported to other national markets.

Examples abound of these types of developments in both plant and livestock industries. In
livestock industries, Denmark and Canada are major and growing exporters of live pigs to
Easten Europe and the USA, because the economics of grain production and relative labour
costs dictate that it is more economic to grow out, fatten and slaughter pigs in nations that have
large grain sectors and cheap labour. The resulting pigmeat is thetedxpa wide range of

forms to global markets, including Australia, where it is processed and sold to consortiess.
grain industries, it is becoming increasingly common for sgiméessed products to be

transferred across multiple international bosdsr multinational grain trading companies such

as Cargill and ADMbefore final conversion into a consumable product.

At the same time, the growth in global agricultural trade has brought with it an expansion in the
number of nations competing to exportiagltural products to world markets. There has been
spectacular growth in the volume and range of exports from South American nations such as
Brazil, Argentina and Chile, as well as from Eastern European nations, and more recently from

Page]|l
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Asian and North Afican nationsFor example,ie two largest beef exporting nations are now
India and Brazil which have taken over from the USA and Australia, and the most competitive
wheat exports are now sourced from Eastern Europe.

Australia has historically been a gldlgasuccessful exporter of livestock and livestock products,
especially sheepmeats, wool, beef, live sheep, live beef cattle and in more recent times live dairy
cattle and goats. The live animal export trade in particular has been growing in importance for
Australian livestock producers, as Asian and Middle Eastern consumers have transitioned from
carbohydratdased diets to proteimased diets and demand for meat and dairy products in these
regions has expanded. For cultural and logistical reasons, fieegoiee in many of these

markets is for imports of livestock that are suitable for fattening and subsequent slaughter in the
destination market, or which can be slaughtered close to the final market due to a lack of cold
chain logistics. Equally importafiom an Australian perspective is that livestock exports

provide alternative market outlets and a greater range of marketing options which assists
Australianlivestockproducers to better manage risk.

However, over recent years. Australian livestock exploalve faced aumberof challenges and
appear to be declining in relative competitiveness, as exports from South America and Eastern
Europe capture a growing share of international livestock markets in which Australia was
previously dominant. Adding to ¢éhchallenges, it is apparent that an array of different groups
within Australia are strongly committed to the cessation of Australian livestock exports,
believing the trade to be cruel and inhuman.

Against this background, this research project has the objective of analyzing the current and

future competitiveness of the Australian livestock export industries, seeking to fully understand
the significance of t hes eroductiod sestdr,landésdentifp r Awu st
strategic initiatives which will enhance the competitiveness of the sector in the future.

In the context of this research, competitiveness is taken to mean the ability to grow the real value
of Australian livestock expatover time. This implies not only that Australian livestock exports
capturean increasing share of global markets, but also that the livestock export industry provides
an attractive alternative or complementary market to the Australian meat processingasec

is able to capture a viable share of the supply of livestock produced on Australian farms.

Page]|2
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Project Objectives:

1. To analyse global trends in livestock exports, identifying in particular changes in markets
that have been significant for Australiaeo recent years.

2. To analyse previous research seeking to better understand the significance of livestock
export markets for Australian livestock producers.

3. To analyse trends in Australian livestock industries over recent years, including in
livestock prodiction, feedlotting and processing capacity, and trends in livestock prices.

4, Utilising information collected during the earlier research, to analyse a number-of case
studies modelling the value of livestock expaotgustralian livestock farnbusinesse

5. Based on the outcomes of the above analyses, to identify critical priorities for the
Australian livestock industries in order to enhance {targn industry competitiveness.

Methodology:

The research undertaken in this project consisted essentially efogeakd industry research
appropriate to achieve each of the major objectives that have been identified for the project.

Global livestock export and import statistics were available from a number of different sources.
The UN Comtrade database providedtreddy up-to-date statistics on agricultural trade,

including trade in livestock, disaggregated on a codoyrgountry basis in order to enable

analysis of bilateral trade flows. The Food and Agriculture Organisation of the UN also compiles
global agriculural trade statistics, although these are less recent and do not enable bilateral trade
flows to be easily analysed. The United States Department of Agriculture (USDA) compiles a
range of different statistical databases, which include livestock tradgetasf the available data.

In addition, a number of international and national agencies also provide trade statistics and trade
projections. These were utilized to develop a bank of information and to conduct analyses in
order to develop a comprehensivetpre of global trends in livestock trade.

Equally important in developing an understanding of global trends in livestock trade was a need
to gain a full understanding of the regulations associatedtraitle oflivestock at both a national

and internatioal level, and the current and potential impact of these on fgloipaltrends in
livestock trade.

An important component of the research was the consideration of livestock industry supply and
demand trends and conditions in Australia, and the roleedfvestock export industries in

adding to competition in domestic livestock markets. Theda#le export suspension in 2011

and the subsequent market impacts of that event provide an opportunity to better understand
factors impacting on the prices edeed by Australian livestock farmers, and the impact of
livestock exports on Australian markets.
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Over recent years there have been a number of analyses conducted seeking to identify the
significance of livestock exports to Australian livestock sectores&hvere examined as part of

the analysis associated with the second research objective. These provided important background
information, and in some cases involved projections that were revisited in the light of recent
developments, including but not lited to the pause in live cattle exports in 2011, and the recent
surge in cattle turnoff due to the extended Queensland drought.

Information gathered while researching the first two objectives was utilized, along with relevant
market and other statisticalformation, to develop a more complete understanding of the major
market drivers impacting on Australian livestock industries over recent years. A range of factors,
including global livestock market trends, the Australian dollar exchange rate, Austegitot f
processing and shipping capacity and Australian seasonal conditions have all impacted on
Australian livestock markets over recent years, as have developments in relation to livestock
exports. While stopping short of the development of comprehenmsidelling tools, this enabled
projections of some possible future scenarios to be considered, along with their implications for
the livestock export industry and Australian livestock producers more generally.

The fourth objective of the research was adskee through analyses based on five-casay
livestock enterprises. These involved;

1 a beef cattle enterprise in northern Australia involved in supplying live export and other
markets

1 a mixed cropping and sheep enterprise in Western Australia involsegjying both
domestic and live export markets.

1 a mixed livestock and cropping enterprise located in the eastern states supplying a range
of domestic and export markets,

1 a pastoral zone sheep and goat enterprise supplying a range of different markets, and

1 adairy enterprise with the capacity to supply dairy heifers to the live export trade.

Information obtained from the caseudy farms enabled analyses to be carried out of the

potential impact of a range of different scenarios on these farm businesséscdshof this

analysis was on the impacts of the different scenarios on business profitability, including the
resilience of the business in response to drought and other risks. This research also included an
analysis of the returns available from diffierévestock enterprisasincluding sheep, beef

cattle, dairy cattle and godatscompared to other enterprises such as cropping, in order to better
understand the extent to which these different farm enterprises are substitutable.

Research associated wihe first four objectives of the project provided a sound basis of
information that was utilized to analyse and consider the critical strategic factors that will be
important to the future competitiveness of the Australian livestock export industrye$aarch
involved an analysis of potential initiatives that may be appropriate for the livestock export
industries to implement in order to enhance the future competitiveness of the sector.
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A final component of the research was to development of a range of different forms of extension
material suitable for use in communicating the results of the research to a range of different
audiences, with a predominant focuspsaduceraudiences. The @ was to ensure that the

extension material provided a clear and concise summary of the findings of the research, and
provided the audience with opportunities to further investigate various issues associated with the
livestock export market in Australia.

Scope:

The research for the project outlined was conducted from within Australia, but was international

in scope, and utilised data and information compiled by a range of international and national
statistical and agricultural agencies. The focus in et Australian livestock industries was

on sheep, beef and dairy cattle and goats, although it became apparent that available data on the
goat production and export industry are somewhat limited.

Industry data utilized in the analyses included statistiospiled by the Australian Bureau of
Statistics (ABS), the Australian Bureau of Agricultural and Resource Economics and Sciences
(ABARES), Meat and Livestock Australia (MLA), and other relevant industry organisations.

The five case study livestock busiees selected for inclusion in the research were
representative of livestock enterprises in the relevant regions. Information for the case studies
included details of the regional location and physical nature of the property, the enterprise mix
on the farmseasonal conditions, livestock inventories, farm financial performance over time,
and the available markets for livestock.
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2. Global livestock markets

There has been dramatic growth in the annual value of global livestock exports since the early
2000s, as consequence of the removal of many of the trade barriers that previously impeded
agricultural trade. In the absence of artificial barriers to agricultural trade, nations tend to become
more specialized in those areas of agricultural production or ingas which thg hold

national comparative advantages, and the resulting trend towards greater specialization has been
facilitated by the dramatic advances in telecommunications and transport that have occurred over
the same time period.

Consequently hte annual value of global livestock trade has grown from approximately $US 7
billion in 2000 to more than $US 19 billion in 20tBe most recent year for which
comprehensive data are availabbs) increase of almost 300% over a period of a decade and a
half.

Value of global livestock exports by species.
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Figure 1. Annual value of global trade in livestock. (Source: FAO)

The greatest increases in export value have been trade in cattle and pigs, although there has also
been growth observed in the case of chicken and shetiye tase of pigs and chickens, much of

the trade growth has occurred between closely located nations (for example between Canada and
the USA, or between nations in Western and Eastern Europe) whereas in the case of cattle, sheep
and goats the trade has ooed between nations separated by much greater distances.

The largest national exporters of livestock are France, the Netherlands, Canada and Germany,
although developing nations such as Brazil, China, Mexico and Somalia are also significant and
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growing porters. It is noteworthy that the largest twelve national livestock exporters only
account for a little over half the total global annual value of livestock exports, and more than 40
nations have annual livestock exports valued in excess of $US 5millio

Value of livestock exports, major exporters
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Figure 2. Value of livestock exports hyajor exporting nations. (Source: FAO)

Value of livestock imports, major importers.
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Figure 3. Value of livestock imports by major importers. (Source: FAO)
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There is a similar range of different nationsiethare the leading importers of livestock by

value. The three largest importers are the USA, Germany and ltaly, but there are a large number
of different nations that import livestock, with more than fifty natiomgorting in excess of

$US 50 millionworth of livestock annuallylt is noteworthy that some of the largest importers

are also amongst the largest exporters of livestock, highlighting the increasingly complex
international supply chains that are now developing for agricultural productsimgliwkstock.

Trade in live cattle.

The global value of live cattle exports in 2013 was approximately $US 8.8 billion. Leading
national live cattle exporters were France, Canada, Australia, Brazil and Mexico, although there
were more than 25 nations whikhd annual live cattle exports valued in excess of $US fifty

million in 2013. Nations which have experienced notable growth in live cattle exports over
recent years include Canada, Brazil, Mexico and Colombia. Live cattle exports from Canada and
Mexico have are predominantly to the USA for fattening in feedlots prior to slaughter in the

USA.

Major exporters of live cattle

$8,000

m Slovenia
57,000

B Austria
Hungary

$6,000 Belgium

Ireland

m Romania
$5,000

W Spain

SUS millions

W Czech Republic

54,000 B Ethiopia
B Netherlands

B USA
$3,000

W Germany
m Colombia

$2,000 B Mexico

Brazil
$1,000 M Australia
M Canada

M France

Figure 4. Value of live cattle exports by major exporting nations. (Source: FAO)

As is evident from the above graph, the annual value bigjlove cattle exports is volatile.

There has been a market phase of growth in value post 2001, which was checked by the Global
Financial Crisis in 2008, and then resumed post that evanger term trends for individual

nations are best reflected in cpanisons of multyear averaged.he changes that have occurred
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in the value of live cattle exports by individual nations are evident in the following graph, which
compares the average value of national live cattle exports over the five years to 2064 with
average over the five years to 2013. Noteworthy is the emergence of developing nation exporters
such as Brazil, Mexico, Colombia and Ethiopia.

Change in the average annual value of live cattle exports

$2,000
$1,800

$1,600
$1,400
$1,200
$1,000
$800
$600
$400

$200 ‘
S0

Figure 5. Change in the value of live cattle exporser the past decade.
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Major importers of live cattle include the USA, Italy, Venezuela, Indonesia, China, Turkey and
RussiaThere are, however, a large number of nations which import live cattle, with some thirty
five nations with annual live cattle imports valued at $US S0amior more.

Some of the trade in cattle involves dairy heifers destined for use in the dairy industries of
importing nations, and there is also some trade in breeding livestock to improve national herds,
as distinct from trade in animals destined fatefiaing and subsequent slaughter. Available
international statistics do not differentiate these categories of exports or imports.
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Major importers of live cattle
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Figure 6. Value of live cattle imports by major importing nations. (Source: FAO)
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Figure 7. Change in the value of live cattle exports over the past ded@tmirce: FAO)
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Trade in live pigs.

Australia is not involved in trading live pigsowever it is of interest to note that there has been
substantial growth in thennual value of trade in live pigs over the past decade, paralleling
developments in other livestock industriggich of the trade in live pigs appears to be between
neighbouring nations, rather than over long distances.

The global value of live pig exports in 2013 was approximately $US 5.5 billion, with leading
exporting nations including the Netherlands, Denmark, China, Germany and Canada. In the case
of the major European live pig exporters, a large proportion of gheresxare from nations with

very limited and high value agricultural land, to nations in Eastern Europe which have lower cost
structures and plentiful supplies of grain for finishing livestock. In the case of Canada, live pig
exports are destined for feadiand finishing piggeries in the USA.

The growth in live pig exports from Canada to the USA slowed markedly around 2008 when the
USA introduced new Countigf-Origin labelling laws that disadvantaged Canadian pig

exporters. These have been successfhi@ienged in the World Trade Organisation, and there
has been subsequent growth in the value of Canadian live pig exports in recent years.

Major national live pig importers include Germany, Poland, China and the USA. The growth in
imports by Germany has &e particularly notable in recent years, with many of these imports
sourced from The Netherlands and Denmark.

Major national live pig exporters.
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Figure 8 Value of live pig exports by major exporting nations. (Source: FAO)
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Major national live pig importers
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Figure 9 Value of live pig imports by major importing nations. (Source: FAO)

Trade in live sheep.

Global exports of live sheep were valued at approximately $US 1.7 billion in 2013. The global
trade in live sheep has been quite volatile over recent decades, with lpwiitioail in importing
nations and major changes in sheep exporting nations creating major disruptions to the trade.

Australia was previously the leading global exporter of live sheep, however the cessation of the
wool Reserve Price Scheme in 1990 andstitesequent reduction in the national sheep flock

from approximately 180 million to 75 million has dramatically reduced the supply of sheep
suitable for live export from Australia.

With reduced supply from Australia, importing nations have switchattémative suppliers

including those located in North Africa, and in Eastern EurBpéicularly noticeable over

recent years has been the emergence of Sudan, Jordan, Romania and Somalia as major exporters
of live sheep.
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Major national live sheep exporters

$1,600 a Ian
$1,400 W France
B Cthiopi
$1,200 Ethiopia
bl Hungary
.2 51,000 )
= M Syria
=
g S800 W Spain
r
$600 B Somalia
W Australia
5400 )
® Romania
$200 W Jordan
$0 Sudan

1961
1963
1965
1967
1969
1971
1973
1975
1977
1979
1981
1983
1985
1987
1989
1991
1993
1995
1997
1999
2001
2003
2005
2007
2009
2011
2013

Figure 10. Value of live sheep exports by major exporting nations. (Source: FAQO)
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Figure 11 Change in the annual value of national live sheep exports over the past decade
(Source: FAO)
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The market for live sheep imports is dominated by Saudi Arabia, although at different times
there have been a number of other Middle Eastern nations that have been major importers.
Australia currently does not export live sheep to Saudi Arabia, becatsatioa does not have
supply chain arrangements in place that meet the standards required under the Exporter Supply
Chain Assurance System (ESCAS) implemented by Australia in late 2011.

Under this system, Australian livestock exporters may only experaiimals to nations and

markets which meet specific animal welfare standards, and which have arrangements in place to
enable the exporter to retain control over the livestock prior to slaughter, to prevent leakage to
nonaccredited supply chains.

Major national live sheep importers
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Figure 12 Value of live sheep imports by major importing nations. (Source: FAO)

Trade in live goats.

The global value of live goat exports was valued at approximately $US 324 million in 2013. The
trade is dominated by Middle Eastennd North African nations, with India and Australia the

only two participants in this trade not being from either of these two regions. Somalia, Oman and
Syria have all been significant sources of live goat exports, although it is likely that exports from
Syria would have been severely disrupted in recent years.
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Saudi Arabia, Oman and the United Arab Emirates have been major importers of live goats at
different times, although as can be observed from the following figures, there is a high level of
volatility associated with the trade in live goats.

Major national live goat exporters
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Figure 13 Value of live goat exports by major exporting nations. (Source: FAO)
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Figure 14 Value of live goat imports by major importing nations. (Source: FAO)
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3. Regulation of international livestock trade.

Trade in live animals brings with it a number of unique disease and welfare issues, that are not
present in the case where trade involves animal products such as meat or hides. Of particular
interest to citizensf developed nations is the welfare of the live animals once they have been
exported from their nation of origin. The focus of this concern has been on the conditions
experienced by the animals during transit, and on the subsequent animal welfare standard
applied from the time the animal has landed in the destination country up until the animal is
slaughtered. There have also been concerns expressed about théslongeslfare of animals
destined to be used in importing nations for breeding or daiduptmn.

OIE.

Regulatory responsibility for the welfare of exported animals essentially lies with the relevant
authorities of the nation that livestock have been exported to. At a global level the World
Organisation for Animal Health (Office Internatiortds Epizooties or OIE) is the
intergovernmental organisation responsible for improving animal health worldwide, including in
relation to animal welfare. It is recognised as a reference organisation by the World Trade
Organization (WTO) and sets the interonal animal health standards and animal welfare
standards.

OIE members (over 180 nations) have mandated the organisation to take the lead internationally
on animal welfare and to develop recommendations and standards covering animal welfare
practices.

The OIE Terrestrial Animal Health Code 2010 (@& Code, provides considerable detail on
standards associated witte humane treatment of animals during transport, holding and
slaughter. Since 2005, four standards relating to the humane treatmemalsdrave been
formally adopted by OIE members. The four standards are:

Transport of animals by sea;
Transport of animals by land;
Transport of animals by air; and
Slaughter of animals.

The OIE encourages its member nations to adopt domestic animal wetfanements and
regul ations that are consistent with the OI EOS
power to require that governments adopt these standards.

The OIE facilitates the development of international cat#zding withsanitary and
phytosanitarySPS)standardsind animal welfarstandards associated witte live export trade.
The codes establish and document the consensus among veterinary authorities of the 180
member nations and form the basis of the internatioaatlsrds within the WTO Agreement on
the Application of Sanitary and Phytosanitary Measyidse OIE 2015)
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The OIE also prowdes guidelines on setting measures derived from the code. The OIE
encourages members to use its international standards wherever possible. If there is no
international standard of a country wishes to apply stricter regulation the OIE promotes the use
of saentific based assessment and accepted risk assessment teclifipi€dE 2011)

Australiads Department of Agriculture and Wat
for the Export of Livestockd which are aligne
According to the Australian Position Statement on the Export of Livestock, the standards

pertaining to welfare often exceed those of the OIE.

Australia is leveraging its position as a major exporter to lift international standards on animal
welfare condibns in major Middle Eastern importing nations particularly on disembarkation and

ani mal handling issues. Australiabds exporting
Commission for the Middle East and the Gulf Cooperation Council to develop strategies

advancing animal welfar€Australian Government Department of Agriculture 2006)

Ultimately the OIE aims to bring transparency and evidencedilmhesgasions to SPS measures.
This serves both to instill confidence in the biosecurity of the live export trade and to discourage
rampant abuse of SPS measure to enact protectionist technical barriers to trade.

World Trade Organisation

The World Tradé®Or gani sati onés main function is to ens
To this end it has tried to address protectionism via arbitrary SPS measures within The Technical
Barriers to Trade Agreement. The international standards set by the OIE fefaul slet of

measures promoted by the WTO. The WTO permits stricter measures only where there is

scientific justification or sufficient doubt around biosecurity assuran@®srld Trade

Organsiation 2015)

More generally, The WTO encourages O0freer tra
encompasses quotas and pecuniary restrictionsraubigral trade. Among the key objectives

of the WTO is binding of tariffs and promoting transparency and predictability in setting of

tariffs and protectionist measures. The WTO promotes economic reform and trade liberalization.
These areas representgngicant challenge for developing countries often transitioning into

market economies. Such countries also happen to be major importers of live animals from

Australia. In particular, Indonesia and the Middle E@&torld Trade Organsiation 2015)

Australian livestock export standards.

As noted, Australia has a long histaf livestock exports, and has also been at the forefront of
the development of standards to improve the welfare of domestic animals during transport,
holding and slaughter processes.
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At an international level, the OlEerrestrial Animal Health Codstands as the key reference
point in relation to standards of animal welfare adopted and applied by nations involved in
export of livestock.

The correlation between The Olrrestrial Animal Health Codend the standards that are
mandated by the AustrahgGovernment for livestock exports has recently been the subject of a
detailed review (Schipp and Sheridan, 20T8)e review analysed the extent to which the two
components of the Australian livestock export regulatory framewaditke Australian Standards

for the Export of Livestock (ASEL) and the Exporter Supply Chain Assurance System (ESCAS)
T give effect to the animal welfare standards that are detailed in the OIE Code.

The ASEL was developed in 2004 by government and industry groups, and has bestyregul
reviewed and updated since that time. The standards associated with the ASEL are given
legislative effect under the Australian Meat and Livestock Industry Act 1997. This act specifies
that livestock can only be exported from Australia by the holdarlicEnce to export livestock.
Compliance with the ASEL is a condition of such a licence, and sanctions can be imposed on a
licenceholder under this act or the Export Control Act 1982 if there is evidence the ASEL has
not been adhered to. To increasetthasparency surrounding the performance of exporters, this
legislation also requires the mandatory reporting of mortadiigs on each shipment, and this
information is reported to Parliament every six months. In addition, any breach of the ASEL also
triggers a Departmental investigation, which also results in a report to the Parliament.

The ASEL imposes obligations on a Livestock Exporter from the stage of livestock procurement

to their point of disembarkation at an export destination, but does ngtlagpmind that point. As

a consequence of the 2011 incidents associated with the slaughter processes for Australian cattle
in I ndonesia, a review was commissioned of Au
exported livestock (the Farmer Review). Qrieghe key recommendations of that review was;

The minimum requirement (in relation to livestock welfare) should be that all elements of

the supply chain must meet, at a minimum, the OIE standards; that animals entering a
supply chain must be accounted that there be independent third party assessment of

each supply chain; and that the exporter demonstrate whole of supply chain control,
enabling accounting for animals and ensuri
(Farmer, 2011)

In order to give #ect to this recommendation, the ESCAS was developed, and under the
Australian Meat and Livestock Industry (Conditions on livestock export licences) Order of 2012,
livestock exporters must comply with the AESL and ESCAS as a condition of their licemce fro

1 January, 2013.

The animal welfare checklists associated with ESCAS cover the management of animal welfare
risks associated witpostdisembarkation in the export destination, includwagdling livestock,

land transport, feedlots, lairage and slaugtged are based on the relevant requirements of the
OIE Terrestrial Code.
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Under ESCAS the exporter must demonstrate, through a system of reporting and independent
auditing:

1 animal handling and slaughter meets World Organisation for Animal Health (OIE)
animal welfare standards (Animal welfare)

1 the exporter has control of all supply chain arrangements for livestock transport,
management and slaughter, and all livestock remain in the supply chain (Control)

1 the exporter can trace or account for all livestdckugh the supply chain (Traceability).

Exporters are required to submit two independent audit reports to demonstrate the supply chain
complies with the requirements of the OIE standards. The first is an independent audit report of

the proposed supply cimaihat is submitted as part of the application to export livestock, and the
second is an independent performance audit report after livestock have entered the supply chain.
Exporters are also required to suwbfalot an d6end
consignments, which reconcildge National Livestock Identification Scheme (NLIS) tag

information of the animals exported with the animals slaughtered.

ESCAS was subject to a comprehensive review by the Australian Government in 2015.
(Australian @vernment, 2015). The review made a number of findings and recommendations,
noting that the task of implementing a system to manage the welfare of livestock in overseas
jurisdictions was a significant challenge. Among the findings of the review werelltheihg;

1 To 30 November 2014, 8 million head of feeder and slaughter livestod3g 1
consignments have been exported under ESCAS from Australia to 18 countries by 21
exporters. A total of 866 establishments in 19 countries (including facilities iconmgry
yet to receive ESCAS livestock) had been independently audited as being OIE compliant. The
rate of preslaughter stunning has increased. For example, over 80 per cent of facilities in
Indonesia that receive Australian cattle practice-pleughterstunning.

1 From implementation of ESCAS in 2011 to 30 November 2014, there have been 59 incidents
of noncompliance with ESCAS requirements confirmed by the Department of Agréculture
47 per cent detected by the Department of Agriculture, 31 per cenépedfed by
exporters, and 22 per cent reported by others. Tisetyen incidents related to issues where
there was no direct animal welfare impact but instead were problems with control,
traceability or auditing arrangements. Of these, 23 were for moverhénéstock outside
the supply chain nominated on the ESCAS paperwork to facilities that have been audited and
are OIE compliant, with no compromise of animal welfare.

91 Despite its successes, the regulatory model for ESCAS is complex and imposes caists of ov
$17.6 million a year on government and the industry. The question remains whether the same
gains in animal welfare could have been made through a simpler, clearer and ultimately
cheaper system.

1 ESCAS has increased awareness of the importance of anetfaterfor livestock handling
in Australiads export markets. This has bene
sourced from other countries. These improvements have been driven by investments in
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training and infrastructure from the Australiano@ernment, industry and industiynded

research and devel opment corporations. ESCASES
factord that has seen increased participatio
chain.

The results achieved under ESCA@ of great significance, not only for the welfare of
livestock exported from Australia, but also for the welfare of livestock more generally in
export destinationdVhile some might criticise the number of noncompliance incidents, it
needs to be rememigel that the majority of these involved administrative failures rather
than specific animal welfare incidents, and also that in the context of what ESCAS aims to
achieve in overseas jurisdictionis,have only this number of incidents is an extraordinarily
positive outcome.

The ESCAS is globally unique, and Ausiaak also the only nation that funds and provides
training and support programs which aim to improve animal welfaneatds in export
destinations. A consequence of both these isAbstralia is a very active and positive
contributor to improved animal welfare standards in destination nations, something which is
acknowledged by reviews and by international agencies.
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4. Australiads role in global I

As a nation with a ghificant livestock production sector and a relatively small domestic market,
Australian livestock industries have long relied on export markets, and that continues to be the
case. It is estimated that in excess of 75% of beef produced in Australianedxpd@% of
sheepmeats is exported, and 95% of goat meat produced in Australia is exported. In addition to
processed meat exports, Australia has long been a source of livestock exports, in response to
government and consumer preferences in Asian and &Eastern markets.

Live cattle exports from Australia commenced in the 1960s, although export number remained
relatively modest until the miti990s when demand for red meat began to grow in Asian
markets. Political and other developments both in Austaalchin destination markets have
resulted in occasional large fluctuations in annual export numbers, most recently in 2011 when
the Australian Government suspended the export of live cattle to Indéongkiah was then a

major market. Live cattle exportgve recovered to approximately 1.3 million in 2015, valued at
approximately $AL.5 billion.

Live sheep expostgrew rapidly during the 1970s, as a resufitadng sheepmeat demand
emanating from Middle Eastern nations, and the relatively large sheep flock present in Australia,
especially during the 1980s. The trade was interrupted by the turmoil associated with the
cessation of the Wool Reserve Price Scheni®91 and associated initiatives such as the flock
reduction scheme which resulted in the culling of 10 million sheepcdivezed somewhat

during the mieto-late 1990s, but the continuing decline in the size of the Australian sheep flock
in combinatiorwith a switch by many woolgrowers to prime lamb production reduced the

supply of merino wethers suitable for the live export trade, and annual sheep exports have been
steadily declining since that time. In 2015, Australia exported 1.96 million live shedapd at

$246 million.

The live goat export industry is based almost entirely on the harvest of feral goats from
Australiads rangel ands. Tr ad-20,0000¢adfigeesforhnav e f |
some time, with Malaysia being the dominant markee numbers of goat shipped annually is

strongly influenced by price, with higher prices encouraging landholders to muster or trap greater
numbers for subsequent export. In 2015, Australia exported 90,190 live goats, valued at $10.32
million.
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Australian live cattle exports
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Figure 15. Australian live cattle, sheep and goat exports. (Source: FAO, ABS)
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Live cattle.

Live cattle exports from Australia are sent to a number of Asian and Middle Eastern markets,
including the Russian Federation. In 2015 a totdl, 227,298 slaughter cattle were exported, as

well as a further 104,079 beef and dairy breeder cattle, destined for use in domestic cattle
production sectors in destination nations. Indonesia has been the dominant market for some time,
accounting for appramately 50% of total exports, although subject to considerable volatility as
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a consequence of both Australian and Indonesian Government policy decisions at different times.
Particularly noteworthy was the reduction in exports to Indonesia in20BE a ansequence of

the decision by the Australian Government to suspend live expdftat nation for a period

They were resumed subsequent to the development of the Exporter Supply Chain Assurance
System (ESCAS) which required Australian exporters to shily cattle to accredited overseas
facilities and supply chains, and to ensure that the animals remained under the control of those
and were not transferred into other supply chains or markets.

Australian live cattle exports by destination. (calendar year)
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Figure 16. Australian live cattle gports by destination. (Includes breeder cattle).
(Source:ABS)

Indonesia has been the most important market for Australian live cattle exports for most of the
past decaddioweverthe most notable feature of recent trade statistics is the emergence of
Vietnam and China as rapidly growing markets.

Exports to China have grown steadily since 2Q0&: cattle exports from New Zealand are
nominally the most significant competition for Australian live cattle exports in that market,
although New Zealand exports are limited to breeding and dairy cattle, rather than slaughter
cattle. Competition is emging from Uruguay, and the USA and Canada have also been
suppliers of live cattle to China in the past. Australia was the single largest supplier of live cattle
to Viet Nam in 2014, although New Zealand, Thailand and Colombia have supplied cattle over
recent years. Australia is also the dominant supplier of live cattle to Indonesia.
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Source of Chinese imports of live cattle.
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Figure 17. Chinese live cattle imports by source. (Source: UN Comtrade)

I n global terms, Australi ads magekbetiveeshaad e o f
12% over the last twenty years. Mexico and Brazil have emerged as major suppliers, and what is
also evident from the available data is that there is a growing diversity of nations (a total of 46
nations exported live cattle valued abma than $US 5 million in 2014) becoming involved in

live cattle exports, as agricultural trade barriers are reduced.

World live cattle export market shares - by value
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Figure 18. National market share of world live cattle exports by value. (Source: UN Comtrade)
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Live sheep.

Australia has been an exporter of live sheep since the early 1970s, with destination markets
predominantly being Middle Eastern nations, although China and Malaysia have also been minor
markets at different times. Approximately 95% of Australian current (est) live sheep

exports by value are sent to Africa and the Middle East. Livestock trade into these region is
largely unaffected by trade barriers. The three largest export destinations, Kuwait, Qatar, and
Jordan all haveo tariffs or quotagWorld Trade Organsiation 2015)

Figure 19: Destination and value of Australian live sheep exports. (Sourc&BS).

Saudi Arabia has previously been a major export market for live sheep from Aysichlided
in the 60t her 6 c atHogever,gince the intrddectioa of BASASaer a p h ) .
2011, Australian live sheep exports to this nation have ceased because the Saudi Arabian
Government has refused to accept what it regards as a compromise to its sovereignty. Saudi
Arabia has switched to sourcing live sheep from nations such as Jetdepia and Sudan, as
the following figurehighlights.
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