BEEFING UP
NORTHERN AGRICULTURE

Agriculture is widely recognised as one of northern Australia’s key areas
of possible growth and expansion. With its proximity to Asia, large land mass,
high-rainfall and water resource developments, northern Australia’s potential
has been touted for many decades.
Rising demand from emerging economies, particularly in Asia,
continues to create enormous opportunities, underpinning
longer-term viability for northern Australian producers. However,
to achieve its full potential, broad-scale expansion of the region’s
agriculture industry is necessary but has been slow to materialise.
Capital investment and AgTech have been publicised as catalysts
for the next wave in growth and expansion in the global
agriculture sector. As northern Australian expands not only its
existing agriculture sector, but also develops multiple greenfield
developments – ranging from aquaculture, tropical fruits and
horticulture – attracting new investment and utilising it well
will be core to the success of northern Australian agriculture.
THE FACE OF NORTHERN
AUSTRALIAN AGRICULTURE
Northern Australia agriculture was worth approximately
$8.3 billion in 2016/17 – just under 14 per cent of total Australian
agricultural production. Northern Australia’s industry has been
dominated by cattle production for many years, which continues
to be the largest single commodity produced. However, recent
years has seen the rise of a number of alternative commodities,
particularly horticulture.
While northern agriculture production largely reflects the
distribution of soil and water resources, the promise of infrastructure
spend has led to a renewed focus on sugar and a range of
horticulture commodities, including bananas, mangoes, melons
and avocados. Irrigated production makes-up a considerable part
of this production, totalling approximately $2.6 billion in 2016/17
with the majority of this production in Queensland.

Indeed, the CSIRO identified a potential increase of 50 per cent in
the total value of Australian agricultural production stemming from
around 90 water resource projects north of the Tropic of Capricorn.
Growth in the northern Australian agriculture sector has also
been driven by Federal and State Government investment in water
and transport infrastructure, thus enhancing the area available
for intensive agriculture and reduce transport times to port.

CAPITAL INVESTMENT AND AGTECH HAVE
BEEN PUBLICISED AS CATALYSTS FOR THE
NEXT WAVE IN GROWTH AND EXPANSION
IN THE GLOBAL AGRICULTURE SECTOR

On current distribution of irrigated commodity production across
northern Australia, an increase of 1.1 million hectares of irrigated
land in northern Australia could see agricultural production grow
by as much as $7.4 billion in 2016/17 figures, although this figure
will be further influenced by the quality of soils and access to
potential irrigation schemes.

2016/17 Gross Value of northern Australia
Agricultural Production1
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THE INVESTMENT CASE FOR
NORTHERN AUSTRALIAN CATTLE

Land and capital values in the northern and southern
regions have followed similar trends, increasing 55 per cent
from 2000/01 to 2015/16 in both regions, with a greater trend
towards farm consolidation in the south than the north. However
given the overall lower value of land per hectare in northern
Australia and the push towards farm consolidation in the south,
capital investment trends show that southern producers spent
a greater proportion of investment on land while northern
producers were able to utilise capital to invest in key drivers of
cashflow, such as stock numbers and productivity improvements.

To attract investment and capital to northern Australia, it is
important to highlight the region’s growth potential and to
demonstrate the advantages it has over its southern counterparts,
where many fund and capital managers are based and focused.
The most obvious comparison between the northern and
southern industries lies in cattle. Research has shown that northern
Australia’s cow/calf production system of selling into live export
markets, typical of northern beef production, to be the most
efficient and cost-effective cattle production system.
Data from the Australian Bureau of Agricultural and Resource
Economics and Statistics (ABARES) compares the financial
performance, production costs and productivity of the northern
and southern beef production systems over a number of years.
ABARES data shows that since 2007/08 the northern beef
production system has grown in productivity at a stronger
rate than the southern system, reversing a 20-year trend.
Industry research, a more strategic approach to building and
developing new markets, and the adoption of AgTech have
all played a part in improving farm gate returns and, as a
consequence, attracting new capital to the sector.
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Production figures calculated on SA2 basis, and provide approximate figures only.

On these figures, northern Australia presents a strong case
for investors looking for a relatively stable cost base, with
greater ability to reap short-term gains on livestock investment
compared with the sunken capital required for purchasing land
and achieving scale in the south.
As a result, investors will turn their focus to the potential for
income and productivity gains which come from further capital
investment in northern Australian agriculture.
One answer to this lies in the potential of AgTech to lift
productivity and output for northern Australian cattle,
horticulture, aquaculture and cropping producers alike.

AGTECH AND GROWING NORTHERN
AUSTRALIAN AGRICULTURE
A report by ANZ (2017) on the on the role of AgTech in Australian
agriculture found that 62 per cent of the sector’s productivity
growth since 1995/96 was a result of technological advancements.
Furthermore, for every 1 per cent increase in capital investment
in the agriculture industry, there is a 1.5 per cent increase in
technology-based productivity gains.
While productivity in the northern Australian cattle industry
is well discussed, the new wave of horticulture, fisheries and other
non-broadacre farming will deliver new investment and capital
into the industry. But how will this impact the industry’s value?
Analysis of the northern Agricultural sector, its capital base and
potential growth scenarios highlight the need for additional capital
investment and, most importantly, capital investment which
increases productivity either by increasing outputs or lowering costs.
For instance, attracting $15 billion of additional capital, which
improves productivity growth to 3 per cent each year, would
result in a 52 per cent increase in the size of the industry by 2030
– a cumulative increase in production of almost $73 billion. In
contrast, attracting just $4.7 billion, or capital growth of 0.5 per cent
and productivity growth of 1 per cent per year, would result in a
16 per cent larger industry with cumulative growth of $57 billion.
These figures highlight not only the importance of attracting
investment to the north, but also the need to attract the right
investment, which increases the productivity of existing resources,
including land, water, equipment and livestock. It also shows the
potential that exists for investors and capital to invest in growing
the size of northern Australia’s agriculture industry.

In addition to attracting capital there are, however, a number
of well-documented hurdles to achieving productivity growth.
These include:
• Transport and logistics infrastructure – Large distances from
production to port mean that investment in infrastructure is
required to lower transport costs and ensure that produce can
be exported in a timely manner, without a loss in quality;
• Branding – Differentiating and value-adding for northern
Australian produce, as distinct from generic Australian
produce, both for domestic and international markets;
• Land titles – Improving certainty around land tenure
will increase investors’ willingness to invest against land
as a long-term asset;
• Developing water resources – Water remains one of
northern Australian agriculture’s key advantages, however,
it is currently underutilised, constraining growth, particularly
in water-intensive industries such as horticulture.

FOR EVERY 1 PER CENT INCREASE
IN CAPITAL INVESTMENT IN THE
AGRICULTURE INDUSTRY, THERE
IS A 1.5 PER CENT INCREASE
IN TECHNOLOGY-BASED
PRODUCTIVITY GAINS

IMPACT OF CAPITAL INVESTMENT AND PRODUCTIVITY GROWTH
FOR NORTHERN AUSTRALIAN AGRICULTURE

Base Case

Moderate Case

Aggressive Case

Capital stock growth

0.5% p.a.

1.0% p.a.

1.5% p.a.

Productivity growth

1%

2%

3%

Impact of Capital Investment and Technology on Production
Additional capital required by 2013

$4.7b

$9.7b

$15.0b

Size of northern Australian agriculture industry by 2030

$9.6b

$11.0b

$12.6b

% Growth in industry since 2017

15.7%

33.0%

52.1%

$57.0b

$64.6b

$72.7b

Cumulative growth in production between 2018 and 2030

CONCLUSION
Despite many years of talking about the potential for growth
and expansion in northern Australian agriculture, progress to date
remains relatively subdued. Slow progress in the expansion of
identified irrigation schemes and difficulties associated with turning
government and industry intentions into concrete outcomes has
meant that much potential is, as yet, unfulfilled. This may, in part, be
due to a range of risk factors that are unique to northern Australia
and which any potential investor must also consider. These include
the heavy exposure of the northern Australian cattle industry to the
Indonesian live export market, unpredictable seasons and rainfall,
and the need for direct air freight routes to improve the viability
of the northern horticulture industry.

While there is clear potential for expansion in the northern
Australian agriculture industry which supports the case
for investment and capital from outside government, there
remains a number of hurdles and risks facing the development
of the industry.
As agriculture continues to boom across Australia, competition
for investors’ capital is also increasing. Taking advantage of capital
and investment to improve productivity in northern Australian
agriculture will rely on the industry’s and producers’ ability
to underpin their own business and investment cases which
mitigate those risks faced in northern Australia.
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