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10 December, 2001

Citrus Industry Inquiry,
Productivity Commission,
LB2 Collins Street East PO,
MELBOURNE.   VIC.   8003

RE:  CITRUS GROWING AND PROCESSING

Following is the Murray Valley Citrus Marketing Board submission for consideration by the Productivity
Commission.

It should be noted that Board representatives and their CEO have also worked with the Australian Citrus
Growers Inc. and support the content of their separate submission.

Whilst the Board’s position totally supports that of ACG, it attempts to complement their approach by
providing supplementary information rather than duplication.

John BRANIFF,
Chief Executive.
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Orchards with citrus size distribution in the Murray Valley
(including other crops)
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.��������
� &������������
��#�"���&��������355:

Industry structure trees per business 1995
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��&���5�-��� ���#�)�#������*���������355:

No. Trees per
Business
(ABS2)

No.
Grower
s (ABS)

% of
Growers
(calculate
d)

Hectare
per
Grower
(est.1)

Adopte
d

average
size

Area of
Productio
n Ha (est.)

% of Area
of

Production
(est.)

1- 999 1,772 52 0 - 2.5 2 3,544 13

1,000 - 1,999 502 15 2.5 - 5.0 5 2,510 9

2,000 - 7,999 896 26 5.0 - 20 15 12,544 44

> 8,000 263 8 > 20 40 9,731 34

TOTAL 3,433 100 28,329 100
1 estimated using an average of 400 trees/ha   2 Derived from Australian Bureau of Statistics 1995

In summary in 1995 it is estimated that:-
•  only 8% of citrus growers (263) represents 34% of the production area, ie. only

263 growers are large enough to provide consistent high profits for redevelopment
on a sustainable basis with citrus income only.

•  26% of citrus growers (896) represents 44% of the production area.  These
growers would be reliant on citrus, but also need extra income from other crops or
off-farm sources.

•  67% of citrus growers (2,274) represents only 22% of the production area.
Generally, these growers would not be reliant on citrus.  Citrus would be a
relatively small part of their income compared to other crops and off-farm income
sources.  Having less than 5 ha of citrus would suggest that these citrus growers
could not have a competitive cost of production.

* ����&�������������������
�� �B������ ���"��&�&����
��&������� �� ����������
��?#�����" ������#���#�����������
'� �)������������� ������=>C��������������
�������'
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3555699

Fertiliser 425

Chemicals 497

Fuel 231

Power 216

Irrigation &

drainage rates 221

Machinery R&M 225

Irrigation Operating 346

Picking costs 2,053

Other contractors/

Consultants 259

Permanent labour 1,081

Overhead costs 539

#���	�������	� +�

at $25,648/y (very low rate)

7% of total cost

#��	������3�����?+<6
�<!����������
���

������3�������:	�
�
����
C*+$*< >��

A��	�
���������	���;������� ���
A��	�
��������	
��	
 ??6 A��	�
�������*$*5�

12% of total cost
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Costs have been looked at as operating costs, interest and debt, and the capital costs of land
and machinery.
Operating costs comprise variable and overhead costs the trend in industry average of the
survey sample is shown below:-

��&���39���"����������������� �+@�+����������/��#�������
��������#�@��������
*�����'

Year 1995/6 1996/7 1997/8 1998/9 1999/0
Variable
cost/ha

3,318 4,136 4,289 5,264 5,554

Overhead
cost/ha

1,080 910 667 451 539

Total operating
costs

=4,398 5,046 4,956 5,715 6,093

Operating
costs as % of
income

78% 72% 78% 58% 54%

The table shows that the % of income spent on operating costs has declined as income has
risen faster than costs.  However, 2000/01 is expected to sharply reverse that trend as income
was much lower than expected.  2001/02 is expected to return to better levels of income.
However, for growers with old trees and old varieties where there has not been such a good
rise in income the % of income spent on operating costs would be expected to rise.
Debt/interest costs from the BizCheck survey are show below.

��&���33���
������#����#�&����#����������������; �#����������<������
����������
������

Year 1994/5 1995/6 1996/7 1997/8 1998/9

8���	���>7���	�����3�������(at approx. 8% with adjustments)

- on operating capital 250

- lost production during redevelopment 352

- on farm equipment 279

- on developed land value 1,333

8���	������$�*=
22% of total cost
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Debt as a ratio of farm income 0.3 0.4 0.4 0.4 0.4
Financing cost as % of income 6% 3% 4% 6% 6%
Debt has remained relatively constant relative to income over the years surveyed.  One reason
for this may be that the response to poorer years tends to be to reduce replanting rates rather
than taking on more debt.
However, it is important to note that as income has risen then so has gross debt.
Capital values of land, water and machinery have increased.  These have been estimated by
participants for the Cost of Production survey.

��&���3�����"���������������#���#� ��
�����

Year 1995/6 1996/7 1997/8 1998/9 1999/0
Capital land
value/ha

21,070 - 22,125 26,599 26,701

Machinery
$/ha

2,725 1,907 2,440 3,427 3,483

The trend in land values has been strongly influenced by high demand for land and water for
the wine industry, which has grown rapidly and experienced high returns during this period.
Also demand for rural residential purposes may have influenced this.  While this has been
good for asset growth of citrus growers, high capital values reduce growers ability to fund
expansion.
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the key issues that limit citrus growing profitability
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The citrus processing sector is by necessity a net importer of frozen concentrated
orange juice (FCOJ) with total annual requirements for all juice categories put at
600,000 t0 640,000 fresh tonnes.  The actual volumes required can fluctuate
significantly each year depending on the size of Australia’s production.  Citrus
production nationally can vary by more than 100,000 tonnes from one year to another
due solely to climatic and tree physiology influences.
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a vision for the future
A healthy citrus industry will have removed the three key impediments to adjustment:
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Our vision is for a citrus industry in the Murray Valley that will be:-
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appendix A- state Data on trends in tree numbers and tree ages.
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Appendix B benchmarking survey results
5 year Group Report Medians for Citrus BizCheck Results in Murray Valley

1994/5 1995/6 1996/7 1997/8 1998/9

median median median median median

sample 25 47 43 45 35

A The Farm System
1 Number households 1.0 1.0 1.0 1.0 1.0
2 Area irrigated/household ha 18 26 24 25 23
3 Area citrus/household ha 15 16 16 16 14
4 % area  citrus <6 years old % 14% 10% 10% 12% 17%
5 % area citrus > 25 years old % 46% 33% 22% 22% 0%
6 Total Tonnes Citrus sold T 494 460 513 559 344
7 % of total T citrus sold that is valencias % 48% 51% 56% 45% 39%
8 % of total T citrus sold that is navels % 34% 29% 31% 36% 41%
9 % of total T citrus sold that is mandarins % 6% 4% 3% 2% 3%

10 Average  citrus yield T/ha 27 23 29 29 20
11 Average citrus freshfruit % (low confidence in data) % 57% 64% 57% 60% 70%
B Production Dollars

Farm Income
12 Average citrus price per T received less packing cost $/T 184 282 241 203 437
13 Average citrus price per T fresh fruit less packing cost (low

confidence)
$/T 256 365 319 292 599

14 Citrus income as % of total farm income % 89% 70% 65% 69% 54%
15 Total Farm Income (less packing costs) $ 138,635 226,604 219,026 219,182 250,484
16 Citrus income/ha citrus $/ha 4,375 6,940 6,933 6,565 9,667

Farm costs
17 Farm Operating Costs (not including packing) $ 92,763 112,715 152,897 154,300 175,569

17.2 Farm Operating Costs / irrigated ha $ - - 5,319 8,495 7,445
18 Farm Operating Costs as a % farm income % 64% 54% 63% 71% 59%

Farm operating surplus
19 Farm Operating Surplus $ 55,580 81,990 64,130 44,113 95,733
20 Farm Operating Surplus / household $/h.hold 34,492 74,199 59,000 40,905 91,449
21 Farm Operating Surplus / ML $/ML 205 322 253 202 356

Input costs
22 Electricity cost as % of farm income % 3% 3% 3% 3% 2%
23 Water & drainage rates cost as % of farm income % 2% 2% 2% 3% 1%
24 Pest & disease management as % of farm income % 4% 4% 5% 4% 5%
25 Fuel cost as % of farm income % 3% 2% 2% 2% 1%
26 Repairs of Machinery as % farm income % 5% 3% 5% 5% 2%
27 Fertiliser as % of farm income % 5% 3% 3% 4% 3%
28 Labour as a % of farm income % 27% 18% 18% 23% 15%
C Capital Performance
29 Return on farm capital (after orchard depreciation at $600/ha/yr) % 0% 3% 2% 0% 4%
30 Value of farm / household $/h.hold 525,000 613,300 600,000 609,150 814,412
31 Debt as a ratio of farm income ratio 0.3 0.4 0.4 0.4 0.4
32 Financing costs as % of farm income % 6% 3% 4% 6% 6%
33 Farm equity % % 93% 90% 88% 88% 90%
34 Farm machinery clearing sale value as a ratio of farm income ratio 0.4 0.3 0.3 0.3 0.3

D Viability
35 Net worth/household $/h.hold 465,000 601,000 543,600 560,715 677,673

36.1 Farm profit/ household (after orch. Deprec.) $/h.hold - - 32,199 20,189 43,429
36 Net non-farm income / household $/h.hold 8,490 11,000 6,667 7,031 15,000
37 Disposable Income / household $/h.hold 45,862 75,756 48,115 35,668 81,742
38 Disposable Income / household (after orchard depreciation) $/h.hold 36,862 64,474 41,700 25,567 70,333
39 +/- Change to DI./h.hold if price changes +/-10% +/-

$/h.hold
5,503 11,423 11,134 10,341 13,405

E Lifestyle
40 Days holiday a year per household days/yr 14 19 28 21 -
41 Days spent on training  per adult days/yr 5 8 10 10 -
F Resource Sustainability
42 Water use                - ML/ha for each ha irrigated ML/ha 9 10 10 11 10
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 Enterprise Profit Factors  Murray
Valley
 1995/6

 Murray
Valley
 1996/7

 Murray
Valley
 1997/8

 Murray
Valley
 1998/9

 Murray
Valley
 1999/0

 Sample size  27  51  45  32  32

 Price - Valencias   $143/t  $130/t  $278/t  $205/t
 Actual Yield - Valencias   42 t/ha  40 t/ha  30t/ha  38t/ha

 Actual Income - Valencias   $5,937/ha  $5,154/ha  $8,210  $7,703

 Price - Navels   $425/t  $309/t  $650/t  $596
 Actual Yield - Navels   23 t/ha  34t/ha  16t/ha  21t/ha
 Actual Income - Navels   $9,650/ha  $8,413  $10,653  $10,885

 Equivalent Price - Valencias &
Navels

 $260/t  $233/t  $202/t  $430/t  $391/t

 Income - Valencias & Navels  $5,641/ha

 

 $6,931/ha  $6,354/ha  $9,800/ha  $11,355

 Variable costs  $3,318/ha  $4,136/ha  $4,289/ha  $5,264/ha  $5,554/ha
  $153/t  $139/t  $136/t  $230/t  $192/t

 Overhead costs  $1080/ha  $910/ha  $667/ha  $451/ha  $539/ha
  $50/t  $31/t  $21/t  $20/t  $19/t

 Capital costs  $2,648/ha  $2,238/ha  $2,717/ha  $3,300/ha  $3,400/ha

(includes return on capital)
 $122/t  $75/t  $86/t  $144/t  $117/t

 Owner’s labour  $1,093/ha  $467/ha  $550/ha  $690/ha  $705/ha
  $50/t  $16/t  $17/t  $30/t  $24/t

 Total expenditure  $8,141/ha  $7,754/ha  $8,221/ha  $9,706/ha  $10,197/ha
  $375/t  $260/t  $260/t  $425/t  $352/t

 Profit  -2,501/ha  -$820/ha  -$1,867/ha  $123/ha  $+1,157/ha
  -$115/t  -$28/t  -$59/t  $+5/t  $+40/t

(Some figures have been rounded and there has been a change in sample of growers since
1995/6).  Note prices in 2000/01 are expected to be lower due to quality problems with navels
(which also affected returns for the USA) and very low prices for valencias both domestically
and on the export market.  Therefore the apparent improving profitability in the last two years
will certainly be reversed in 2000/01.  But 2001/02 appears better.


