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                   EDITORIAL.
I have delayed this quarter’s newsletter a few days so that I can add any items of interest that may come from our annual meeting which was held at the end of the first week in October. Even though we don’t have an exact date for the distribution of the newsletter, I try and get it out as early as possible in each quarter.

We are continuing to get very unseasonable rainfalls in many areas of northern Australia, which, whilst causing some problems for the cane industry, is ensuring plenty of growth in pastures. Southern Australia is also experiencing good winter rain conditions and grain yields are expected to be high.

The latest edition of our book explaining our evaluation system and philosophies is now available and can be downloaded in sections or as a whole e-book on-line or a hard copy can be purchased either on-line or by contacting myself or other shareholders. We have also just revamped our website.

Getting back to the annual meeting, it was a very positive get together with three of our shareholders from Victoria joining three Queenslanders, a Tasmanian and Lester Lodoen joining us via phone link up from Canada.
A number of items were discussed that we believe are relevant to the future of our company and would provide the beef industry with a number of advantages if they were adopted.

A couple of the topics we discussed, namely about the current concerns with overseas investors buying Australian property and the issues related to producers being paid for the saleable meat yield they produce rather than dressed weight or live weight have been further discussed in this edition of the newsletter.
                      SELLING UP.

There has been quite a lot of discussion recently in Australia about the amount of overseas investment in this country and the consequences that could evolve if too much of the country is controlled by overseas countries through investment in our resources and commodities. 
The Federal Government’s push to increase the mining tax has placed the spotlight on this discussion by bringing to the public’s attention the number of overseas companies who either own or have shares in many of the mining leases in this country. Added to this is the fact that most of the minerals that this country produces are processed and/or used overseas, which generally means that the value adding and other profits are lost to this country. 
The topic that is closer to our specific interest is that of investment in agriculture. There has been a considerable amount of press lately about the amount of agricultural land that is being bought by overseas investors. This is not to mention the amount of food distribution and processing that is now controlled by overseas companies. It is quite difficult to find what were once iconic Australian companies producing food that are not now owned by international companies. Very little of our processed food is made by companies that are wholly Australian owned. 

Over the last 20 years, there has been an increase in land ownership not only by Australian investors without previous agricultural experience, but, more importantly, by overseas investors and some of these acquisitions include some of the largest pastoral holdings in this country. As I believe I have discussed previously, sometimes this investment is not a bad idea. It can bring the latest successful business models and ideas into agriculture quicker than may have otherwise been the case. These investors are often willing to, and have the funds, to try new ideas of production and bring the latest technology to the land. This in turn provides other producers with more options to adopt on their own properties. 

I don’t have any figures to indicate how much land is bought each year by overseas and non agricultural interests and what the percentage increase each year is, if any. However, the Federal Government are obviously concerned by what is happening or they would not be making the subject public. It would appear that their main solution for reducing this loss is to legislate to make it more difficult for overseas interests to buy Australian properties and businesses. 

This seems like an obvious approach that would be fairly simple to introduce and would improve employment by providing jobs for the people who would be needed to implement and monitor the legislation.

However, it would be interesting to know how many other countries are facing similar challenges and what they are doing about it. Maybe you can let us know.

Whilst the introduction of new legislation may seem to be the obvious answer on the surface, the question needs to be asked as to what is making investment in this country’s agriculture more attractive to overseas investors than to local producers.  

Do overseas countries provide incentives for their nationals to invest overseas? 

It would not be surprising if they did.
However, I believe there are deeper issues that are causing this trend and legislation is not necessarily the whole answer. There are economic and marketing factors that are influencing the returns to Australian producers in such a way that they cannot afford to re-invest in their own country. In fact, they often don’t have enough capital to even re-invest in their current businesses, thus ultimately, in too many cases, resulting in them having to sell their business. I believe there are some fundamental problems in our agricultural system that fixing would have a more positive affect on maintaining this country’s wealth within than just wielding a big stick in the form of legislation. We need to find and address the issues within our system that are draining rural businesses of the profit they need to maintain and develop their industries. 

Two of these issues are the lack of return to producers for their raw products in a market system that is completely dictated to and another is in the export marketing area, something which this country relies extremely heavily on. Whilst many countries are expounding the virtues of global trade being on a free market system without subsidies, few, if any, outside Australia are actually practicing it. We are, in a sense, the suckers who are actually doing the right thing in the eyes of the trade world, but are paying a high price to do so. We may have the high moral ground in the trade world, but what is it getting us?

Of course, we will hear the argument that this is not as simple as I am making it sound. However, it is fairly obvious that one of the reasons that it is not simple is because we have put in place a system that might meet international guidelines, but it is now fairly quickly choking the life out of our rural industry. Our trade representatives need to adopt similar tactics to those adopted by our international competitors and our government needs to get serious about addressing the grass roots issues that are pricing our own country out of its people’s affordability. 

This is the conundrum facing the government. Do they act now in a way that may not be popular with some of our so called trading partners or do we continue to sell the “farm” off as we are now?

The discussion on this issue at our annual meeting followed along the above thoughts and was instigated by one of the directions that we as a company are now following because of the interest we have had from investment brokers wanting information about producing quality meat products. Several of our directors are also involved in another business that is partnering overseas investors to develop agriculture in Asian and African countries.

As a result of the interest from local investment brokers, we have produced an investment proposal for investors interested in investing in the beef industry, whether they be Australian or overseas investors. Following this interest, we have now included a property management service as part of our business for those and other investors interested in investing in the beef industry in this country and producing high quality beef.

There is a growing number of investors both from within and outside Australia who see land as being the valuable resource it is and who are keen to be involved, but do not have the time or direct expertise to be involved in the day to day operating of a beef cattle enterprise. The service we are offering to these people is one that will fill that day to day management role using the most effective, economic and efficient methods currently available to produce high quality beef. We believe that we can provide a unique opportunity for investors in the beef industry to be part of the future of the industry in as large or as small a capacity as they choose to be.
*******************************************************

                   ALL MEAT OR?
One of the things that we have been keen to see is some changes to the way that producers are paid for the meat that they produce. The current payments for processed cattle are usually based on the dressed weight or converted live weights. Then with direct to works sales there is a grid system of specifications that decides how much producers will be penalised for things such as fat thickness, marbling etc. depending on whether it is the processors own system or another system such as the MSA. Now most of those systems are supported with plenty of justifiable arguments in the eyes of their proponents. However, how many of them have been totally developed by producers? The answer of course is none.
Unfortunately, producers have been on the losing end of this system in more ways than one for many years. They have spent huge dollars on buying and breeding the genetically suitable animals that the lot feeders and processors etc. have told them are what they need for the market and which are marketed to them with plenty of hype and promises. However, they are not being rewarded for their investment because the other interested parties in the marketing chain are outsmarting them. 
Producers are losing in a number of ways and the one we want to focus on here is in how they are paid for the actual red meat that they produce. Before I discuss this area further though, I just need to also mention a couple of other areas where producers, or many at least, are missing out, mainly because of the system they have allowed to dictate their industry. 
The first is with the breeding industry. I have discussed the issues around the number of cattle breeds in the world today and how many have been bred for a specific environment, geographic location and purpose where they have thrived and produced very impressive production results.  Someone from another country has seen these cattle and how well they are performing and decided that the cattle in other parts of the world will benefit from the introduction of this breed. They launch a high powered advertising campaign publicising the production figures of this breed in their country of origin and, of course, there are local producers impressed and looking for the market edge that the marketers have said these cattle will give them. A demand is created for this “new” breed and so they are introduced into local herds as the saviour of the industry. Several of the first breeders who breed these cattle in their new country make a lot of money initially on the back of the initial marketing hype, but then after a few years in a new environment and these cattle are not producing like they did in their country of origin because they are in a foreign environment, the bubble bursts and the vast majority of producers are no better off. Maybe a few feedlotters and processors are okay but producers have only got another breed to confuse their already ample breed choices with. 
Producers lose!!!!!!!!!
Then there are the meat grading systems that are being used to evaluate cattle and the vast majority of these, including MSA, grade cattle after they are killed. What this means, of course, is that the cattle that grade highly for meat quality on these systems are lost to the industry and cannot, obviously, be used for breeding and thus improve the overall quality of the cattle herd. This makes the goal of breeding better quality animals very slow and laborious for producers.
So producers lose!!!!!!!!!!

But now to get back to the main topic of this discussion and that is around saleable meat yield. By this I mean the actual amount of red meat that comes from a carcass as compared to the total weight of the carcass and expressed as a percentage of that total carcass weight. The carcass weight is the dressed weight which for most animals is between 52% – 55 % and is often what producers are paid for. In most carcasses the saleable meat yield is between 67% - 77%.
However, most processors, when they purchase cattle, will only calculate what they will pay for the animal on a saleable meat yield of 67%.
One way around this is for producers to retain ownership until after the bone out stage of the process and then be paid for the actual red meat that is boned out.
I’ve also heard the argument several times from producers that they don’t want this system because they won’t get paid for the bone and they breed for big bone because they believe it carries more weight.

However, in the small amount of trial work we have done we have found that proportionally fine bone will carry more meat. We did a bone out yield on several cattle that graded high on our evaluation system (grades 2 & 3) and found that they yielded from 78% – 82%. This is considerably more than 67%.
Let’s put that into dollar terms.

Say the carcass is 220kgs dressed weight and the average cost per kg. of the red meat is $7.00 so the following difference in saleable meat yield (SMY) will appl:
The SMY at 67% will be = 147.40 kg. x $7.00 = $1031.80
The SMY at 70% will be = 154 kg. x $7.00 = $1078.00
The SMY at 74% will be = 162.80 kg. x $7.00 = $1139.60
The SMY at 77% will be = 169.40 kg. x $7.00 = $1185.80
This is a difference of 22 kg. or $154.00
These are fairly conservative figures and you can substitute your own to get a result that will suit your business.

The question is, can you afford to lose up to $154.00 per animal? 
Right now, this is money that the producer is losing. It is there and will be available if the system is changed though it is obvious that the processors or whoever buys the animal pre slaughter will not be in favour of this change. That will not change either while producers continue to ignore their right to be equitably paid for what they produce.

PRODUCERS LOSE AGAIN!!!!!!!!!!!!!!!!!!!!!!!!!

To continue on, producers don’t really have any say in what they produce or how they are paid and so it is little wonder that they keep losing. The industry dictates to producers as to the amount of fat their animal carries after slaughter and if there is too much then producers are penalised and the excess fat cut off before the dressed weight is taken. 

We are not in favour of over fattening an animal. However, we don’t believe that on the slaughter floor is the place to determine whether the fat has any thing to do with the actual meat quality. We believe that it does, but until a test procedure is put in place at this stage of processing then it is not good or fair enough to say that a certain fat depth will determine or, at least, partly determine the quality of the meat and be used as a way to pay producers less for their meat.

I find it interesting to be able to discuss with producers those areas of their business that are not as effective as they would like and asking them what they would change that would lead to obtaining more balance in their enterprise. Quite often it is about our approach or attitudes and these can vary as much and as often as the weather. One of the great things that I have observed is that those producers who know themselves well also know the other parts of their business well and they have a stillness within that is very powerful to witness.

There is a pain that can come from not being able to share.

What is it that motivates us to spend long hours feeding animals? – the nights watching for a new life that may not be easy for a first time heifer mother. Then the hand feeding every couple of hours to ensure that some of the dynasty survives when the mother is lost or in a rare case, abandons her offspring. Is that purely and simply just for the dollar reward later? Surely there are other and usually easier ways to make that dollar and probably more of them. 
So much is done through love and care yet it is never spoken about – it’s just what we do.

What affects that – the commitment and the components.

There are two factors to discuss.

Some will say they are not related – say that only at your own peril.

They are:-

 a) what is produced and how and - (look at all the stuff to do with chemicals and GM as well as breeding etc.)

 b) the producer – look at the culture and the psychology – communication and emotions – depression.

Discuss all the climate change stuff. – Carbon credits – theories and practices not accepted because of no scientific evidence. 

Where is or has science taken us? – discuss.

The producer.

What is s/he? Discuss “basic” person

Is this really about the producer? – they are the primary decision makers given that they see nature as the ultimate “boss”

What is the psychic make up of the producer?

How are their experiences of life different from other cultures/communities?

What happens when they lose all or part of their way of life?

Including family as a somewhat separate grief but the primary part of the package.

The difference between a person and material – how and what they mean in our lives.

In a sense the farming community has the deepest care and contact with nature and it is part of their lives.

However, they often can have less care for themselves and sometimes those closest to themselves and don’t have access to the opportunities that many others in the community have or make for themselves

Often because of the single focus and commitment that they have for what they do. 

They miss so much of the things that others take for granted even though they don’t want to or plan to in any way – it just happens. It is the way it is.

Discuss the communication factors.

How various emotions can impact on decisions at that particular time in one’s life.

What are emotions and how do we control them.

Relationships.

Own stuff?

Some life philosophies in regard to finding own solutions and trusting oneself not just with the business decisions but also with personal/emotional decisions and how to ensure they have the best outcome.

The relationship between material and spiritual or sacred and profane and how to achieve the balance in a challenging environment.

How important is it to be accepted by one’s peers in the industry?

Is it more important than making the right decisions for you and your immediate family and what you are comfortable in working with as your business?

How can we achieve the balance between nature and science and people? And still have a business that will provide the necessary 

(different for each individual) rewards, challenges, goals etc. on a daily basis.

Many landholders today are very rich in monetary terms because of the increasing value of their land. That doesn’t necessarily mean that they are rich financially on a day to day basis. They will only see the cash if and when they sell. There is also the pressure of having to produce more to meet the increasing rates etc of owning very high priced properties.

Many fewer farmers today and the average age is increasing.

The survivors are being forced down a one way street of having to do what the experts tell them because they have been brainwashed into believing that it is the only way.

Those who question these trends are branded as alternates who have no interest in the betterment of the industry or society generally.

Touch on the trend towards agricultural land ownership away from traditional families and by outside interests. The pros and cons of this.

What would have happened with a more balanced mixture of the old and the new?

8. SOLITARY REFINEMENT

This is a small section on some thoughts about the loneliness or aloneness that many primary producers so often experience on a daily basis. It often just the nature of the business that we find ourselves alone whether it be sitting in a tractor, on a horse or doing any of the multitude of roles that are part of a farming enterprise that are one man or woman jobs. 

Let’s explore some of the ways that we can approach this fairly common aspect of farming. It is about exploring ourselves, because many of us don’t give this topic much, if any, conscious thought. We either fear what we might find in the inner depths of our minds or make excuses for not going there. It can end up becoming a dis-ease within us if we don’t acknowledge it, sometimes accept it or at least be consciously aware of it. As such, that is, a dis-ease within us, it can manifest itself in many ways including as a physical ailment, tiredness, stress, confusion, frustration and so on. 

We don’t necessarily have to do anything about it if it is not something that causes us any concern and is not affecting our daily life or performance as a manager or business owner. In fact, the solitude we experience at these times can provide us with just the time we need to plan future business developments or give thought to personal and family issues. 

It is when this loneliness becomes something that we don’t believe anyone else understands, when we find excuses that don’t exist for any little incident and when blame takes very ounce of energy from within us. Energy that we can’t afford to lose and don’t know how to keep and use as the foundation to use to change the way we perceive our world.

