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Introduction

Australia once rode on the ‘sheep’s back’ and had strong linkages with rural Australia. As a
result, most of the population had a good understanding of the origins of their food. Today,
Australia is in the top 20 most urbanised countries in the world. Many Australians think meat
comes from a supermarket and fruit and vegetables can be grown 12 months of the year. The
live export industry accepts this growing disconnect between Australian consumers and the
origins of their food but also recognises that it creates opportunities for those with particular anti
live export agendas to present highly emotive arguments to sway public perceptions.

The 4 Corners footage shown in relation to slaughter practices in Indonesia was totally
abhorrent and inexcusable and is in no way condoned by the Australian live export industry.
However, the industry challenges just how extensive are these disgraceful practices. They were
presented as the norm. They are not the norm!

The Australian live export industry, using its own resources and in partnership with the
Australian Government, has implemented a comprehensive training and education program
across many export destinations to address animal welfare concerns. It is important to note that
the industry has willingly undertaken this work in recognition of its moral obligations in this area.
No other exporting country in the world has committed to any similar action.

It must also be recognised that both industry and the Australian Government have spent
significant time and effort in addressing animal welfare concerns in those parts of the live export
supply chain that are controlled by exporters. The low levels of mortality in those parts of the
supply chain are testament to this.

On 31 May 2011 the Minister for Agriculture, Fisheries and Forestry, Senator the Hon Joe
Ludwig, announced an independent livestock export review to assist the Australian Government
establish safeguards to ensure there is verifiable and transparent supply chain assurance for
the whole supply chain for feeder and slaughter cattle consignments leaving Australia.

Australia is the largest supplier of livestock to international markets. The livestock export
industry is governed by various Australian Government agencies. For nearly 40 years the
industry has pioneered international quality assurance and best practice improvements and is
now widely viewed as the global leader in the humane handling and management of livestock.
Australia is the only country in the world that invests in improving animal welfare in overseas
markets.

The Australian Livestock Exporters' Council (ALEC) is the Peak Industry Council (PIC) for the
Australian livestock exporting industry, setting policy and representing its members at all levels.
ALEC is made up of 16 licensed livestock exporters who account for approximately 95% of
Australia’s annual livestock exports, 4 industry members and the six state chapters whose
members are directly involved in the export of cattle, sheep and goats.

ALEC works with Government, its members and service organisations to establish policy
positions which will assist the industry to continuously improve its performance for the good of
the community, the economy and its stakeholders. A key partner is LiveCorp which is the
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service provider (research and development, marketing, training and communication) to the
Australian livestock export industry. The relationship between the various bodies involved in the
live export trade is shown in the attached organisation chart. (Annex 1)

Animal welfare is now a global issue and the single largest challenge for the Australian livestock
export industry. In recent times animal welfare has emerged in two forms, dependent on the
socio-economic status of a country. They are:

¢ In developed Western countries where access to food is assured and where consumers
display “self actualization” characteristics, there is a growing popularity of “animal
friendly” production systems (e.g. free range eggs). This pressure, supported by “animal
activists” or “animal liberationists” has increasingly put livestock exports in the spotlight.

¢ Many developing countries (often key markets for the industry) are more concerned
about food security - human welfare is perceived as a greater priority.

The key organisation globally in relation to animal health and welfare is the OIE. The Australian
livestock exporting industry aims to meet or exceed the OIE recommended standards for the
transport, management and processing of livestock.

ALEC has been in communication with Minister Ludwig since late last year (Reference copies of
letters regarding the options and actions being taken in order to accelerate improved welfare
standards in the Middle East in Annex 2 and the following summary)

e Annex 2.1 Letter from Senator Ludwig 17th Jan 2011 Error! Bookmark not
defined.

e Annex 2.2 Letter to Senator Ludwig 24th Jan 2011
e Annex 2.3 Letter from Senator Ludwig 21st Mar 2011
e Annex 2.4 Letter to Senator Ludwig 22nd Mar 2011
e Annex 2.5 Letter to Senator Ludwig 24th Mar 2011
Industry proposed the adoption of a concept of a Supply Chain Assurance (SCA).

The principles of the SCA were set out by ALEC in a letter to the Minister on 22 March 2011, as
follows:

e Meet Australian community expectations regarding animal welfare — the live trade’s
social licence

¢ Meet the commercial expectations of overseas customers
e Meet the food security imperatives of our customers’ governments

¢ Recognise that most responsibility for welfare improvements lies with the industry
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e Agree that concerted action by exporters, customers and governments will deliver
optimal welfare results

e Sustain the live trade

Extending SCA to include sheep and cattle on long haul voyages brings with it great
challenges for industry. The supply line through to the point of slaughter is long and the size and
complexity of the challenges around logistics, management, relationships and more should not
be underestimated.

Effectively constructed, though, the SCA will deliver the welfare improvements that are being
sought and that the industry acknowledges is needed.

The industry is committed to adopting the principles of the livestock export supply chain
regulatory approach (being applied to the Indonesian market) in all other feeder and slaughter
cattle markets. To be successful, it will be critical to adapt the approach for market specific
factors, including cultural and political sensitivities. To justify the required investments under the
new approach in Indonesia and other slaughter and feeder cattle markets, the industry will be
looking for support from Government with the following:

e Implementation under practical timeframes to allow ongoing market access for
Australian producers.

e Financial support to assist industry implementation.
e Support through high level government bilateral engagement
e The restoration of an environment of certainty for the industry.

To ensure that exporters were both aware of the Minister’s elevated concerns regarding animal
welfare and had the opportunity to contribute directly to the design of a solution, forums on
offshore welfare were organised in February 2011. This was reported to the Minister in the
letter of the 22nd March 2011. The first forum held in Darwin focussed primarily on the export of
cattle to South East Asia. The second held in Perth addressed sheep and cattle exports to the
Middle East. Participants at the two meetings represented in excess of 90% of Australia’s live
export trade.

Following these forums, LiveCorp, MLA, ALEC and key industry partners developed a strategic
vision for the industry globally and a specific plan for the cattle trade to Indonesia. These two
documents are attached. Together they provided a framework for more detailed planning which
will enhance the ongoing programs which have already brought about considerable
improvements in-market.

e Australia livestock export industry strategic vision for in-market animal welfare,
May 2011 (Annex 3)

e Indonesia animal welfare action plan, May 2011 (Annex 4)
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Key Messages
The key points that industry wants to bring to the Senate’s attention are as follows;

1. Animal welfare is now a global issue and the single largest challenge for the Australian
livestock export industry. The Australian industry-

1.1 Has invested significantly in offshore welfare over the last decade,
1.2 But recognises that it will be necessary to invest considerably more henceforth.

2. Australia is the only country to invest in making improvements in the welfare of our
animals after they are delivered to international customers with better outcomes for both
Australian livestock and local livestock.

3. If Australia withdrew from the international trade in live animals, the impact on animal
welfare would be seriously compromised in many of the markets we previously serviced.

4.  Opponents of the live trade will not acknowledge the improvements that our industry
has made offshore. Moreover, our opponents seem to take a narrow view of welfare issues
and appear unconcerned that an Australian withdrawal from our key markets would result in
significantly diminished welfare outcomes for local livestock and the imported livestock from
our international competitors.

5.  ALEC has a high level of confidence in the capacity of MLA and LiveCorp to deliver
effective services to livestock exporters, including our expectations of continuous
improvements to animal welfare outcomes.

6. Australian exporters have been working closely with the Government in developing
supply chain assurance (SCA) in the Indonesian cattle market. The new arrangements,
while representing an opportunity to deliver better welfare outcomes, will add substantially to
industry costs.

7.  The Government has indicated that the Indonesian model will be used to effect welfare
improvements in other species and markets that we service. Industry accepts the principles
behind the SCA approach but wants the Government to proceed on the basis that our
international markets vary greatly — in terms of animal species, cultural norms and business
practices. A one size fits all approach would not work and would drive Australia out of some
markets.

8. The Government and industry need to work together on the model which will be
applied to other markets, but it needs to be applied realistically to get commercially
acceptable results

9. Aswell as partnering with industry in direct investments in offshore welfare upgrades,
the Government has supported industry via investments in research and development.
Since 1998/99, animal welfare has accounted for two thirds of industry’s R&D project funds.
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10. The ban on cattle exports to Indonesia has had serious adverse effects in both
Australia and Indonesia. Industry and families both directly and indirectly involved in the
trade have been hurt and will take many years to recover.

11. Industry is looking for assurances that any sanctions applied by the Government in
response to a future supply chain welfare issue will be applied that supply chain only, and
not to an entire market or markets. The approach sought by industry is consistent with
industry and Government accepting obligations under the new export regime.

12. Industry has made very large investments in live export infrastructure both in Australia
and overseas — ships, feedlots, depots etc. Industry has also invested in innovative
production techniques such as the production of genetically superior, high quality Brahman
cattle that specifically meet SE Asia market requirements and fat tailed sheep for the Middle
East.

13. The live trade provides 13,000 jobs, mostly in rural and regional Australia and is a
major contributor to indigenous employment opportunities.

14. By providing another competitive selling outlet to producers, the live trade contributes
to farming income across Australia by applying upward pressure on prices. These effects, of
course, are greatest in the regions from which the majority of the cattle and sheep are
sourced.

15. Contrary to arguments from some processors and trade unions, there is little evidence
to support the view that the live export trade is detrimental to the health of the domestic
meat processing sector. In actual fact the two industries complement each other in all the
markets that the Australian live export trade services.

16. Industry is frustrated by the very modest progress towards regulatory reform being
achieved by the Export Certification Reform process. AQIS has been too slow, costs are
only going in one direction and we still don’t have resolution on key reform proposals
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The Senate Review

The Terms of Reference for the Senate review of Australia’s live export trade are
to examine: [ALEC’s comments follow each TOR]

1. Investigate and report into the role and effectiveness of
Government, Meat and Livestock Australia, LiveCorp and relevant
industry bodies in improving animal welfare standards in Australia’s
live export markets, including:

ALEC and industry have long been aware of the animal welfare challenges for both large and
small ruminants. Unlike other exporting nations, of which there are many, the Australian
industry, in partnership with the Government, has delivered broad ranging assistance packages
to livestock importing countries. This has involved training, other services and the installation of
a significant number of restraining boxes in Indonesia and other countries in Asia and the
Middle East. Even in their present form, with correct training techniques and application, the
restraining boxes can deliver successful outcomes. DAFF and other departments, together with
their respective Ministers, should be proud that Australia continues to make a contribution to
improving animal welfare in Indonesia and elsewhere.

Indonesia, like all developing countries, however, does not present easy fixes. Industry believes
that a different approach to engagement with the Indonesian Government may well have
resulted in a better outcome than the industry crisis that followed the banning of the trade.
Australia has provided significant long term foreign aid to Indonesia with a particular focus on
health and education, with upwards of $300 million per annum spent on these and related areas
alone. Industry believes that our foreign aid program could also be used very effectively to
achieve better animal welfare outcomes in Indonesia. Better animal welfare outcomes would
come in two ways: first, through direct investment in infrastructure and training; second, by
denying the market to international competitors who have no interest in animal welfare

ALEC, along with exporters and importers and others in the industry, has initiated changes to
holding, transport and livestock handling, as well as processing facilities in many countries to
which Australia exports. This has been done on the initiative of exporters, partnering with
importers and their respective governments, and frequently with the co-operation and support of
the MLA/LiveCorp Joint Programme. Progress in some countries is faster than in others and
only by a Team Australia approach, together with an understanding of the cultural sensitivities
that are required in dealing with some countries, can we improve welfare in some markets in the
short term. Others will take longer.

The Australian industry welcomes action by the Australian Government to foster better welfare
outcomes through government to government engagement. A bilateral approach will establish
the best environment for long term trade, including desired welfare outcomes. A heavy-handed
imposition of Australian standards will not work.
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The role of the MLA LiveCorp Joint Programme is clearly defined and has been for many years
in each of the ALEC, MLA and LiveCorp strategic plans. Successful welfare outcomes in many
markets can be clearly demonstrated, with increasing compliance with benchmarks. More work
needs to be done and we will only succeed in the more challenging markets by continuing to
supply product and work with the industry and governments in destination markets to achieve
improved animal welfare outcomes through a partnership approach. Australian supply and
support systems, plus engagement by our Government at the highest level with importing
country governments, are key ingredients to achieving both short and long term welfare
improvements internationally. This partnership approach will give our customers and their
governments confidence in Australia’s sincerity in pursuing better welfare outcomes.
Importantly, it will also reinforce our credentials as a reliable supplier.

Trade bans are not the answer and, in the Middle East, would result in a serious loss of trade in
some countries. To meet demand for fresh protein, these countries will look to alternate markets
and we may never recover our position in some markets which increasingly have access to East
African livestock. Greater reliance on non-Australian sources will also inevitably lead to a sharp
deterioration in animal welfare standards. This would be an outcome that no Australian should
welcome.

ALEC has a high level of confidence in the capacity of MLA and LiveCorp to deliver effective
services to livestock exporters, including our expectations of continuous improvements to
animal welfare outcomes.

1.a The level, nature and effectiveness of expenditure and efforts to
promote or improve animal welfare standards with respect to all
Australian live export market countries;

MLA/LiveCorp will provide more details on the costs and nature of the Joint Programme
investments in animal welfare. Programme direction and effectiveness across many countries
will be explained. Annex 5 summarises Joint Programme projects globally.

ALEC as the peak council plays an active role in the LiveCorp strategic plan and the activities of
the Joint Programme which reports to the Federal Government on a regular basis, as required
under the Statutory Agreement. These strategic plans are public documents.

In contrast to the significant investments made by the Australian industry and Government in
improving animal welfare offshore, to our knowledge, our animal activist critics contribute
nothing.

Australia continues to be the only international exporter of livestock that invests considerable
levy payer funds and, in some cases government resources, in improving animal welfare in
overseas markets.
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Given that the Australian Government and community in general are demanding improvements
in country of destination animal welfare conditions and conformity to OIE animal welfare
standards, the industry suggests that the Farmer and Senate reviews consider the provision of
funds out of Govt Aid or other budgets in order to fund major capacity building upgrades of
facilities in the counties to which Australia exports livestock.

Were industry to fund this, the cost would need to be factored into sales, rendering our prices
uncompetitive. We therefore propose that 75% of funding come from the capacity building
allocations in Australia’s foreign aid budget (or other budget areas) and 25% be provided
through in-kind activity and funding from industry.

The sourcing of additional funds from AusAid (or other government budgets) would complement
industry investments and could even enjoy the support of the Australian and international
extremist groups intent on attacking the trade and reducing Australian livestock producers’
access to important long term overseas markets. RSPCA and Animals Australia criticise efforts
made by those who are committed to making a genuine effort to help our trading partners. The
presentation of biased, unbalanced media and other attacks on the live export trade
unreasonably challenge the rights of Australian and international consumers to access normal
food produced under normal conditions. These views are often presented with no apparent
concern for diplomatic, social or economic consequences.

1.a.i Expenditure and efforts on marketing and promoting live export to
Australian producers;

The LEP communication program has three objectives:

o Encourage greater community and key stakeholder understanding and acceptance
of the live export industry by highlighting industry initiatives, achievements, stories
and people

e Protect the reputation of the live export industry by ensuring balanced coverage of
issues in the media

¢ Provide key stakeholders with market updates and information on industry activities

The LEP communications program aims to make all stakeholders aware of the livestock export
industry, and this is achieved by the development and delivery of a range of information and
services aimed at increasing awareness, demonstrating relevance and value, and proactively
engaging stakeholders:

Market information — The Livelink publication provides a summary of statistical information
about the trade to assist the industry understand market trends. Forecasts for the live cattle and
sheep trades are included in the MLA Industry Projections
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Research and development (R&D) — provide feedback to producers on the trade and how to
improve their production system to better produce livestock suitable to the livestock export
trade. This is critical to assisting producers dedicate their resources to delivering a product the
market requires and maximising profits. R&D is delivered through:

Publications to assist the producer meet the animal welfare requirements of the trade such as
fitness for export and tips and tools on preparing livestock for export.

Industry forums are also conducted such as Beef Up Forums where producers were informed
about the live trade, MLA’s activities and R&D programs (including animal welfare).

Trade shows and events where the LEP sponsors or provides speakers and/or a stand at
events across Australia (e.g. royal shows, ABARE conference, NFF conference, MLA Meat
Profit Day etc) to highlight the live export industry to producers (and consumers) and the
activities carried out by the LEP.

E-news letter — communications tool to inform producers and exporters on the LEP activities
and how levies have been invested on animal welfare activities in overseas countries.

1.a.ii Ongoing monitoring of the subscription to, and practise of, animal
welfare standards in all live export market countries;

The challenge, which must not be underestimated, is to maintain trade flows in the face of
markets with vastly different cultures to our own. The difficulties in bringing about rapid changes
are compounded by the well established and complex marketing and distribution systems in
place in some of our markets.

Industry has programs, exporter and third party services and systems throughout the supply
chain from sourcing livestock in Australia to delivery to the country of destination. The most
significant of these in respect to export market countries are:

1.a.ii.1 Emergency Risk Management

The industry has established and tested Emergency Risk Management Plans for export
consignments by air and sea and in Project 4 from the Live Export Reform Agenda, industry is
identifying the ‘critical control points’ along the supply chain that will be used as the basis of a
risk management strategy.

1.a.ii.2 MOU’s & Emergency Quarantine
Following the Cormo Express incident where the Saudi Arabian Government rejected a

shipment of sheep based on a health concern (scabby mouth), the Keniry enquiry
recommended measures be adopted to avoid a repeat episode. Once rejected, no other
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country was initially willing to accept the Cormo shipment, particularly Gulf Cooperation Council
(GCC) countries. This situation presented both welfare and political concerns for Australia.

The solution came in the form of a Memorandum of Understanding (MoU) on the Trade in Live
Animals. As part of these MoU’s between Australia and importing countries in the Middle East
and Africa region, the importing government agrees to discharge livestock in the event of a
health dispute. The risk of rejection of the vessel is removed. Most countries in the region
(UAE, KSA, Kuwait, Jordan, Egypt, Libya, Qatar, Bahrain and Sudan) have now agreed that if
there is a health dispute, the vessel will be unloaded and livestock discharged into a quarantine
facility. Countries yet to sign include Iran, Irag, Morocco, Israel, Lebanon and Syria. Under the
MoU’s, the importing country has to inspect the livestock within 12 hours of arrival and within 24
hours of the initial inspection must commence transfer of the shipment to a quarantine facility.
Some countries have dedicated quarantine facilities and others rely on the importer’s feedlot to
act as a quarantine facility. The livestock are then assessed by technical representatives and a
mutual position agreed on the health status, which may involve additional testing and other
measures as required.

When the MoU process was commenced, countries that Australia was already trading with were
given time to consider and agree whilst the trade continued through this period. Countries new
to buying from Australia were required to sign the MoU before trade could commence. Part of
the process adopted to ensure welfare standards at each stage is a joint industry and
government assessment of the country’s livestock facilities.

1.a.ii.3 Country of Destination Animal Welfare Systems

The industry through the Joint Programme has spent considerable resources in developing
livestock handling and animal welfare systems in the countries of destination for all types of
animals.

Resources are currently being invested in developing the draft Livestock Export Supply Chain
Regulatory Approach in order to ensure that animal welfare issues comply with OIE standards
and Australian Government requirements.

While the establishment of a Livestock Export Supply Chain Regulatory Approach is considered
achievable for feeder and slaughter cattle, it will not be easy for sheep and breeding stock for
the following reasons;

e Sheep and Goats: Individual traceability of sheep is near impossible unless on a mob
based measure. Even in Australia under the National Livestock Identification System
(NLIS) for Sheep & Goats which was introduced on 1 January 2006, identification and
tracing of sheep, lambs and farmed goats is via a mob-based system that links animals
with the properties on which they have run, rather than an individual electronic tag as for
cattle. In-market, SCA will involve ongoing reconciliation and accounting of consignment
numbers against each shipment as they leave feedlots and enter the controlled selling/
slaughter system.
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e Breeding Stock: Breeding stock are high value animals. The overseas buyers of these
animals generally take very good care of them as they represent a considerable
investment. In addition, exporters usually work with their customers in ensuring that
suitable facilities are in place for the animals’ discharge, quarantine and final farm of
destination. As these animals will be in the country for a considerably longer time than
feeder and slaughter animals, it would be onerous and expensive for the exporter to be
responsible for monitoring their continued welfare.

As industry funds are provided from the investment of the live export industry’s share of levy
funds, any reduction in export numbers reduces the funds available for animal welfare issues,
which has long been the focus of the Joint Programme. A recent visit funded under the Australia
China Agricultural co-operation agreement has reinforced the market potential for slaughter and
feeder livestock into China, where animal numbers are being depleted by rapidly rising
consumption and falling domestic production capacity. With Australian Government support to
promote import protocol changes, together with a measured but firm approach on handling
systems, a huge market could be established with significant benefits to Australian livestock
producers. A sensible, practical supply chain approach could also reap immediate rewards for
animal welfare in China.

In a similar way, there needs to be significant additional support for the emerging markets of
Turkey and Russia where livestock demand is escalating at a rapid rate. Similarly, in other
markets in Asia, consumption is outstripping the ability of these countries to satisfy demand
from domestic supply. If we do not seize this opportunity, these markets will be dominated by
frozen meat exporters from other countries who can supply product at more competitive prices
than Australian boxed meat exporters.

1.a.iii Actions to improve animal welfare outcomes in all other live export
market countries and the evidence base for these actions.

This is a very significant issue and we encourage the Senate Committee to take the time to
understand the in-market complexities. This includes the legal status of what exporters can do
legally and practically, the multi layers of ownership of animals prior to slaughter and the
businesses and the people who will be affected in overseas markets. Over-regulation in this
area will break down systems in our big markets. This would have the unintended effect of
limiting the volumes of trade that would be able to meet both Australian Government and
community expectations.

The reporting procedures within Australia and during shipment is documented and regulated
under the Australian Standards for the Export of Livestock (ASEL). For example, the monitoring
of the voyages of livestock ships, individual voyage reports advising onboard conditions and
cargo outturn are required by both AMSA and AQIS. The ship’s master must report to AMSA,
whilst the accredited veterinarian or stockman onboard must report to AQIS. This dual reporting
helps ensure the accuracy of the information provided to Parliament.

However, until now, neither exporters nor DAFF/ AQIS have had formal control over what
happens in any other country. There has been no responsibility to report on the welfare of
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animals once delivered into overseas markets. Ownership of the livestock changes hands either
at the point of loading or the point of discharge.

Industry has proposed the adoption of a concept of a Supply Chain Assurance (SCA).

The principles of the SCA were set out by ALEC in a letter to the Minister on the 22 March 2011
(Annex 2.4) as follows:

e Meet Australian community expectations regarding animal welfare — the live trade’s
social licence

¢ Meet the commercial expectations of overseas customers
¢ Meet the food security imperatives of our customers’ governments
¢ Recognise that most responsibility for welfare improvements lies with the industry

e Agree that concerted action by exporters, customers and governments will deliver
optimal welfare results

e Sustain the live trade

Effectively constructed, the SCA will deliver the welfare improvements that are being sought and
that the industry acknowledges is needed. SCA can provide an auditable and verifiable system
of monitoring so that industry can demonstrate what has been done in order to improve animal
welfare throughout the supply chain.

To ensure that exporters were both aware of the Minister’s elevated concerns regarding animal
welfare and had the opportunity to contribute directly to the design of a solution, forums on
offshore welfare were organised in February 2011. This was reported to the Minister in the
letter of the 22nd March 2011. (Annex 2.4) The first forum held in Darwin focussed primarily on
the export of cattle to South East Asia. The second held in Perth addressed sheep and cattle
exports to the Middle East. Participants at the two meetings represented in excess of 90% of
Australia’s live export trade.

Following these forums, LiveCorp, MLA, ALEC and key industry partners developed a strategic
vision for the industry globally and a specific plan for the cattle trade to Indonesia. These two
documents are attached (Annexes 3 & 4). Together they provided a framework for more
detailed planning which will enhance the ongoing programs which have already brought about
considerable improvements in-market.

1.a.iii.1 Industry Research and Development

The R&D programme prioritises projects across three strategic areas: animal welfare, market
access and the livestock export supply chain. Projects operate on-farm, through the pre-export
process, on-board livestock vessels and aircraft and into overseas marketplaces and deliver
outputs across 5 categories:
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e Strategic basic research
e Strategic applied research
e Development
e Adoption and commercialisation
e Capability building
Industry R&D is funded 50% by the Federal Government and 25% each by MLA and LiveCorp.

A summary of industry R&D projects and expenditure is set out in Table 1 and detailed in Annex
5.

Table 1: Research and Development Project Summary (1998/99 to 2012/13)

Area Number of Projects Expenditure
Capacity building 6 $271,698.33
Husbandry 27 $699,863.19
Market Access 14 $488,223.69
Market Information 1 $56,000.00
Monitoring and evaluation 9 $486,874.92
Supply Chain 10 $732,205.22
Welfare 118 $5,552,472.36
Total 185 $8,287,337.71

Table 1 clearly demonstrates that animal welfare has been a priority for the R&D program. R&D
projects have delivered advancements in animal welfare for the livestock export industry and
domestic livestock production through a consolidated and strategic program. The R&D strategic
plan and focus has been regularly reviewed and updated depending on shifts in priorities and
recognised gaps in knowledge (refer to projects LIVE.310, B.LIV.0344, B.LIV.0366 and
LIVE.325 - Annex 5).

Since the inception of the joint LiveCorp / MLA live export program, two committees have been
responsible for the management and delivery of the R&D program. The live export program
R&D management committee (Management Committee) is primarily responsible for approving
project terms of reference, contract schedules, budgets, and final reports. The live export R&D
advisory committee (LERDAC) through its interaction with stakeholders, provides advice to the
Management Committee relating to the strategic direction and principles of the program, project
terms of reference, R&D funding and expenditure, project approvals and communication of
results to industry.
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The Management Committee comprises:
1. LiveCorp CEO;
2. MLA Live Export Manager;
3. MLA Animal Health and Welfare Manager;
4. MLA R&D Manager
5. Chairman of the Live Export R&D Advisory Committee
LERDAC comprises:
1. Four livestock exporters nominated by ALEC,;
2. Beef producer nominated by Cattle Council of Australia;
3. Sheep producer nominated by Sheepmeat Council of Australia;
4. Beef producer nominated by the Northern Beef Industry;
5. LiveShip representative nominated by LiveShip;
6. LiveCorp nominee;
7. MLA Animal Health and Welfare Manager;
8. MLA nominee;
9. MLA Live Export R&D Manager
10. Independent technical advisor

In addition to the 185 listed projects (Annex 5) which includes scientific reports, extension
material and workshops, the R&D program and its funding has contributed to the more general
scientific community. There have been in excess of 25 peer reviewed scientific journal papers
that have been generated by industry R&D funding. In addition there have been 10 post
graduate degrees either completed or in progress.

1.a.iii.2 Industry Support Material
Industry has developed considerable amounts of industry support material, (Manuals,

brochures, posters DVD’s etc) for use in the preparation, shipment and discharge of livestock,
as well as in-country training. Details of these are attached in Annex 6.
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1.a.iii.3 Industry and In-Country Support and Related Matters

A summary of industry animal welfare issues and improvements in SE Asia & the Middle East &
North Africa (MENA) is set out in Annex 7.

Young, high quality Brahman cattle from Australia are supplied into Indonesian feedlots which
are usually situated in areas where rural employment is a significant problem. These cattle are
fed predominantly on locally grown maize chop and agricultural by-products. The feedlot
operations support thousands of families through feedlot employment, contract fodder growing
and delivery and side-line opportunities such as the composting and packing of the manure
output. Closing the trade would create considerable hardship in these Indonesian rural areas.

1.a.iii.4 Industry Commitment

As industry funds are provided from the investment of the live export industry’s share of levy
funds, any reduction in export numbers reduces the funds available for animal welfare issues
which have long been the focus of the Joint Programme.

Given that the Australian Government and community in general are demanding improvements
in country of destination animal welfare conditions and conformity to OIE animal welfare
standards, the industry suggests that the Farmer and Senate reviews consider the provision of
funds out of Govt Aid or other budgets in order to fund major capacity building upgrades of
facilities in the counties to which Australia exports livestock.

Were industry to fund this, the cost would need to be factored into sales, rendering our prices
uncompetitive. We therefore propose that 75% of funding come from the capacity building
allocations in Australia’s foreign aid budget (or other budget areas) and 25% be provided
through in-kind activity and funding from industry.

We justify this request as follows:

o Despite recent animal welfare issues, the fact is that Australia already has the most
humane livestock export standards in the world

e The community wants higher standards yet we already spend more per head on welfare
than any other country

¢ Implementing higher standards, for example universal stunning, would have a one-off
significant cost of which the importing countries are either unable or not interested in
funding

e This cannot be recouped from sales — it would make industry uncompetitive
The funds should be drawn from the foreign aid or other government budgets, given that
these investments would deliver capacity building in other countries.

Expected outcomes would be;
e Australia would become the unquestioned global leader in animal treatment and

handling
e Countries importing Australian livestock would build a capacity to treat them humanely

28/07/2011 Page 19 of 128



¢ Community expectations can be met.
e A much faster outcome than would be achieved with industry funding alone

1.a.iii.5 Ongoing Investment in the Trade

The livestock export industry is serviced by over 20 vessels specifically designed, built or
converted to carry cattle, sheep and goats. Australia is seen as a world leader in the transport of
live animals overseas but none of the vessels are owned by Australian companies.

Across Australia there exist a number of quarantine assembly depots which are an essential
part of the livestock export chain. These too are seen as benchmark infrastructure in preparing
animals for the sea voyage. A number of these, too, are foreign owned.

Many of our trading partners have seen fit to invest many hundreds of millions of dollars in
vessels and facilities to service the livestock export trade which has in turn afforded Australia a
wealth of production opportunities in its livestock sector to the point where it now supports a 1
billion dollar export business.

The sustainability of the trade is thus fortunate to have trading partners who in their need for live
animals for their food security are prepared to invest heavily in this industry.

Investment strategies are not short term. The commissioning of new vessels takes 3 — 4 years
from design, construction to launching. Costs run to the many 10’s of millions of dollars.
Similarly, land acquisitions and construction of infrastructure for export depots take months /
years of planning, securing environmental approvals, etc, before they become operational.

Australian livestock production opportunities have also seen Middle East livestock traders invest
heavily in Australia in their preferred fat tail breeds of sheep destined for overseas markets. The
bio-security difficulties surrounding the importation of genetics and the fast tracking of breed and
population development through artificial breeding technigues does not come cheaply. Yet this
did not dampen the enthusiasm of investors towards a project that for fifteen years and more
has provided Australian farmers with an opportunity to produce a relatively high priced specialist
product, Awassi ram lambs.

Through this initiative, Australian sheep producers been given an opportunity to diversify and
produce something specifically for the market.

In the face of rapidly rising livestock prices, diminishing supplies, unfavourable currency
exchange rates and increases in global oil prices, our trading partners have not faltered in their
faith in Australia as a reliable supplier of their livestock needs. Nor has there been any question
surrounding their continued level of investment to support the export trade and rural Australia.

Industry wants to work with government to ensure that this level of commitment by our overseas
trading partners is not put at risk.
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1.b) The extent of knowledge of animal welfare practices in
Australia's live export markets including:

Maintaining control of a product down the supply chain after an international sale has been
without precedent until now. However, industry accepts a moral obligation (noting that exporters
have no legal responsibility for a product after sale and in a foreign country) and will continue to
work with government (as it has done for many years) to improve in-market animal welfare
outcomes. Australian livestock exporters are the only exporters that currently accept this
obligation.

Annex 7 outlines animal welfare issues and improvements achieved by MLA/LiveCorp.

1.b.i) Formal and informal monitoring and reporting structures;

ALEC has been proactive in its role in determining the strategic plan which drives the activities
of the Livestock Export Joint Programme, which is funded 50/50 by MLA and LiveCorp.

ALEC and its members have embraced and are committed to animal welfare initiatives in many
countries in partnership with their importers. ALEC’s members have taken considerable steps
to upgrade animal welfare along the entire supply chain including on-farm transportation,
registered export premises, transport to port, loading, shipping, unloading, in-market feedlots,
through to the point of slaughter. There are significant linkages and co-operation between
exporters, importers, MLA and LiveCorp in delivering these improvements.

1.b.ii) Formal and informal processes for reporting and addressing
poor animal welfare practices.
Once the livestock are landed in destination markets, Australian regulations do not apply to

facilities and operatives in these markets. And industry, of course, has no regulatory powers to
implement change animal welfare improvements in export markets.

Industry’s ability to influence change stems from its on-the-ground presence in export markets,
developing relationships over time and working with operators, animal handlers and importer
government officers to improve animal welfare.

Industry and the Australian Government take a collaborative approach to animal welfare in
livestock export markets, through;

e meeting with government regularly to discuss their live export and animal welfare
programs (and seeking signoff for these programs through the Annual Operating Plans
of MLA and LiveCorp);

e hosting government visitors to the markets to show first hand industry’s activities and
where industry and government funding has been invested.
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e The Australian Government contributing 50% of the cost (up to a cap) of the Live Export
Programme R&D projects.

e The Australian Government fully or partially funding programs that expanded or
accelerated animal welfare activities in livestock export markets that MLA/LiveCorp had
planned to implement.

In 2009/10 the Live Trade Animal Welfare Partnership (LTAWP) between MLA, LiveCorp and
the Australian Government was established. MLA/LiveCorp and DAFF each committed $1.6
million for three years to fund this Partnership, with the following objectives:

e support projects which enable better animal welfare outcomes in the handling, transport
and processing of livestock in importing countries

e support importing countries in their efforts to adopt and implement World Organisation
for Animal Health (OIE) animal welfare standards

e provide other assistance as appropriate to advance the bilateral relationship
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2. Investigate and report on the domestic economic impact of the live
export trade within Australia including:

The following key points have been taken from the ABARES Survey of beef cattle producers in
northern live cattle export regions, 24 June to 1 July 2011 (Refer Annex 8)

It is estimated that there are approximately 1,460 farm business with more than 100 beef cattle
at 30 June 2011, in northern live cattle export regions. Of these an estimated 660 intended to
export cattle to Indonesia in 2011 and around 300 of these intended to sell more than 50 per
cent of the total cattle turnoff for 2011 for live export to Indonesia. Regions with the highest
percentage intending to sell more than 50 per cent of the total turnoff for live export to Indonesia
were the Top End-Roper-Gulf and Pilbara-Gascoyne (73 per cent), Victoria River District-
Katherine (65 per cent) and the Kimberley (60 per cent).

In 2011 Indonesian exports were expected to account for approximately or 33 per cent of
cattle turn-off in northern Australia

At the end of June 2011 around 61 per cent, or 365,000 head, remained unsold. Of
these, 274,000 were ready for the Indonesian market — with 57 per cent of these in the
Northern Territory, 31 per cent from northern Western Australia and 11 per cent from
northern Queensland.

An estimated 176 000 head of cattle would require additional feed or agistment if
retained on properties.

Around 326 employees are estimated to have been either laid-off or not hired between
the announcement of the suspension (8 June) and the end of June.

Nearly half of the properties in northern Australia with cattle remaining for export to
Indonesia made changes to business management in response to the suspension of the
trade. These changes included deferral of non-essential expenditure on capital, plant,
infrastructure and repairs; changed or delayed mustering; returning mustered cattle to
mustered areas; delaying loan repayments; and reducing staff numbers.

Uncertainty about the duration and effect of the suspension was reported to be the most
important short term constraint to managing the trade’s suspension. Other important
constraints included finance and cash flows, insufficient information on alternative
markets, availability of feed, and availability of livestock transport.

Around one-third indicated that they may need to address land degradation issues
arising from overgrazing and around 5 per cent of businesses indicated that they would
be unlikely to continue to operate beyond a few months if the suspension continued.
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2.a) Impact on regional and remote employment especially in
northern Australia;

The livestock export industry employs around 13,000 people,! predominately in remote and
regional areas of Australia. The industry contributes $1.8 billion to gross domestic product
annually and pays wages and salaries totalling nearly $1 billion annually.?

The higher on-farm net returns received by Northern Australian livestock exporters (compared
to alternative enterprises) have flow-on effects to local communities through increased producer
spending and consequently local employment.

A host of sectors are dependent on the livestock trade: exporters, port and stevedoring services,
shipping companies, road transporters, veterinary, helicopter and other ancillary service
providers.

Analysis of the impacts of a cessation of the live export trade on employment indicated that
5,800 full time equivalent jobs (direct and indirect) would be lost within the first year. The net
losses from a cessation of live exports will continue to be significant in the medium to longer
term, with losses of 4,700 in year five and 3,700 in year 10.°

The live export industry is also a significant employer of indigenous people across northern
Australia, where alternative employment opportunities are scarce. The Indigenous Land
Corporation (ILC) is the largest indigenous owned, operated or associated enterprise. The ILC
plays a key role in developing indigenous pastoral operations in the far north of Australia, the
area where the majority of feeder cattle for Indonesia are sourced. The ILC collaborates with
more than 80 indigenous properties collectively running over 200,000 head of cattle, employing
over 700 people and with approximately 14,000 indigenous people living on or near these
pastoral properties. There are no other employment options to these far flung stations.

! Hassall & Associates 2006
’ Hassall & Associates 2006

* Clarke et al 2007
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2.b) Impact and role of the industry on local livestock production
and prices;

In a recent report prepared by CIE (July 2011)4 the following conclusions were arrived at;

The export of livestock from Australia has resulted in the following key benefits to the livestock
sector:

e an additional market for producers to sell their livestock in — which assists with the
management of risk;

e aprice premium for animals sold in these markets: cattle and sheep producers
throughout Australia, including dairy farmers, take advantage of the price premium
received for livestock exports to recover costs as necessary;

e greater capacity for diversification of activities in mixed farming systems across grains,
cattle and sheep enterprises; and

¢ resulting in better management of income variability and risk.

e higher overall prices received by Australian meat industries compared with the without
live export case.

The northern Australian live cattle industry, particularly in Western Australia and the Northern
Territory, has undertaken significant structural adjustments to target the live export market.
More than 90% of total live cattle exports were sourced from the northern region over the period
2006-2009: the Northern Territory 40%, Western Australia 39% and Queensland 13%.

Most live sheep exports are sourced from Western Australia, which supplies an average of 75%
of total exports. 14% are from Victoria and 10% from South Australia.

With goat supply chains still developing, the annual goat export volumes and state and territory
share of total live exports are subject to wide annual variations. However in recent years the
majority of live goat exports have come from South Australia and New South Wales, which
contribute 33% and 27% of total exports respectively. The remaining 40% is contributed by
Queensland, Western Australia, Victoria and the Northern Territory.

It is widely acknowledged that without live exports, farm gate returns would be lower because of
the lower demand for livestock and the higher transport costs involved in transporting animals to
alternative markets.

The Global Meat Industries (GMI) model was used to analyse the contribution of live exports of
feeder and slaughter cattle and sheep to the Australian red meat industry over the period 2005-

4 The contribution of the Australian live export industry, Centre for International Economics, July 2011
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06 to 2008-09. It showed that the live trade, on average, significantly increases livestock prices
across the Australian red meat industry. It shows that without the live trade, the saleyard price of
grass fed cattle would have been 4.0% or 7.8 cents per kilogram Liveweight lower than was
experienced over the period; the price of lambs would have been 7.6% or 12 cents per kilogram
lower, while the prices paid for older sheep would have been be 17.6% or 14.6 cents per
kilogram lower on a Liveweight basis.

The model indicated that the impact of the live trade on meat production, consumption and
exports, after accounting for changes in prices identified above would have been:

e beef production is estimated to have been 5.1% or 109 kt carcass weight equivalent
(cwe) higher in the absence of the live trade; and

o Sheepmeat is estimated to have been 100 kt cwe or 14.6% higher without the trade.

The majority of this additional product would have been diverted to the price sensitive export
markets althou