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Today’s presentation

e Grain market prospects
e Demand drivers

e Productivity challenge
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World grain prices
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World production
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World grain stocks
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Demand drivers
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Increasing world population
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Increase in population of 50% by 2050.


Growing middle income group
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Increase in middle income groups in developing countries – particularly important for meat and fruit/vegetable consumption.  Important in terms of higher quality food demanded.


Productivity
challenge
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Developed country experience

» Mature production systems

» Inputs — machinery, fertilizer, chemicals
» High yielding crops

» Fewer, larger farms

» Pressure on resources — land, water

» Ageing farm population

» Growing food, feed & fuel demand
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Australia’s agricultural sector could be considered typical for developed countries.
We have a mature production system, that is highly mechanised.
Productivity gains have been achieved through advances in crop varieties, pasture types, livestock breeding and genetics.
And through scale economies, and a shift to fewer, larger farms. 
Trade and competition have also played an important role in terms of exposing producers to the right incentives.
We face similar challenges to many countries, with an ageing farm population, growing resource pressures and increasing demand for food and fuel.




Technology: slower global progress

Crop yield growth
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The first challenge surrounds technological progress. New technological breakthroughs expand the opportunities for productivity growth.

However, we’ve seen fewer opportunities emerge in recent times.
 For example, if we consider increases in crop yields for major commodities – maize, wheat, rice and soy – we find that growth in yield has slowed significantly over the past two decades. Developed countries have experienced the greatest decline in yield growth. And growth in wheat yields – Australia’s major grain commodity – have been fairly stagnant.

ABARES quantitative analysis has pointed to a number technological constraints facing the grains industry including
Slower rate of technological progress, and 
Slower uptake of existing technologies – and a widening gap between best practice and average farms in terms of productivity and performance
Discussion with famers has also raised issues with the nature of new technologies – we’re seeing more incremental innovations, rather than the break-through technologies we saw during the green revolution.
Technologies are also more complex and require a broad set of skills and components to work effectively, precision agriculture is an example
And given the run of poor seasons over the past decade, farmers are less confident about making substantial changes to their farm production systems – the perceived risks of investment have increased.








Challenges
Technology – technological yield jumps; innovations; R&D trends/structure, dynamic?…



Broadacre productivity slower
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Farmers are ageing

Age distribution of farm owner/ managers
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Graln grower age and
Innovation adopition
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Slower growth in public
agricultural R&D expenditure
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Global adoption of GM crops
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Conclusions

= Grains supply to grow — despite land & water constraints

= [ncome growth plus biofuels policies to boost demand for
feed grains & oilseeds

* Freer trade & market transparency will allow producers &
consumers to respond better to price signals

= Climate change — adaption critical to grains production
= Developed country productivity growth slowing

= Reversed through investment in R&D (including GM),
Infrastructure, human capital and better management
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Thank you
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