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Foreword
Information on national grain stocks supports the efficient operation of Australia’s grain
markets by helping to ensure that all market participants have access to the information they
need to make sound buying and selling decisions. The ongoing drought of 2018 and 2019 has
highlighted the importance of providing well-grounded and reliable public information about
the amount of grain likely to be available for domestic consumption over the coming year.
As drought raised domestic grain prices during 2018 and the first half of 2019, intensive
livestock and food manufacturing industries began to talk to me about the prospect of importing
grain to secure supply. As a result, I asked ABARES to revise its forecasts of national barley and
wheat stocks for 2019–20 as part of the quarterly Agricultural commodities, and these forecasts
were published in the June 2019 edition. This report explains how ABARES revised its grain
stocks forecasts for 2019–20, and put in place a process that can be used to forecast grain
consumption and stocks in future drought years.

Daryl Quinlivan
Secretary
Department of Agriculture
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Summary
This paper reports on a project conducted by ABARES from May to July 2019 to explore the role
that public sector forecasts of grain stocks can play in reducing market uncertainty in years of
low production – usually caused by drought. The project extended the methodology used to
produce the Australian Crop Report to validate ABARES forecasts of consumption and stocks.
Poor winter crop harvests across Australia’s eastern states during 2018–19 reduced the
availability of grain and led to significant increases in domestic grain prices. Uncertainty grew
during the first quarter of 2019 about the availability of grain toward the end of the 2019–20
financial year if seasonal conditions were to remain unfavourable for crop production during the
winter and spring of 2019. The prospect of uncertain grain supplies and poor pasture growth in
2019–20 created pressure to use bulk grain import pathways that were last used in 2006–07.
Constrained domestic supplies and prices increasing faster than world prices are unusual for
grain consuming businesses in a country that normally exports more than 70% of its production.
In most years, Australia’s grain prices are set in world markets because production and exports
far exceed domestic use. In these years it is efficient for ABARES and other forecasters to limit
the resources committed to forecasting grain stocks, and concentrate on forecasting production
to estimate the volume of exports and the likely prices they will receive in world markets.
Domestic grain use and stocks are - in most years - not significant determinants of price.
In drought years, the problem faced by bulk grain users such as intensive livestock and food
manufacturers is whether to rely solely on domestic supplies when prices rise, or whether to
commit to the costly process of importing. A key factor in deciding to import is the availability
and price of grain from domestic sources, and public stock reporting provides an independent
source of information that helps improve the efficiency of price formation.
To support this process, ABARES improved its estimates of national grain stocks by extending
consultations for the Australian crop report to bulk grain using industries such as intensive
livestock and food manufacturing. Semi-structured interviews were conducted between May
and July 2019 around scenarios that captured the impact of likely climate conditions in 2019 on
grain production for the marketing year 2019–20.
The consultation process led ABARES to revise wheat and barley stocks downwards for 2018–
19 and 2019–20. Consultations showed that as seasonal conditions deteriorated during 2017–
18, domestic consumption of grain for livestock feeding increased more than initially estimated.
Export forecasts were also revised downwards.
ABARES concluded that public reporting of national grain stocks in times of drought can help
grain consuming businesses work out whether and when to invest in the cost of importing.
However, in years conducive to crop production and exports, it is not efficient for ABARES to
commit additional resources to estimating grain consumption and stocks.
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1 Introduction
Poor winter crop harvests across Australia’s eastern states during 2018–19 reduced the
availability of grain and led to significant increases in domestic grain prices. Uncertainty grew
during the first quarter of 2019 about the availability of grain into 2019–20 if seasonal
conditions were to remain unfavourable for crop production. In combination with poor grazing
conditions, the prospect of uncertain grain supplies into 2019–20 created pressure to use bulk
grain import pathways that were last used in 2006–07.
Constrained domestic supplies and prices increasing faster than world prices are unusual for
grain consuming businesses in a country that normally exports more than 70% of its grain
production. In most years, Australia’s grain prices are set in world markets because production
and exports far exceed domestic use. In these years it is efficient for ABARES and other
forecasters to limit the resources committed to estimating grain stocks, and concentrate on
forecasting production and exports, and the price that exports are likely to receive in world
markets. In years when production is low due to drought or other causes, estimates of domestic
stocks become more important to price formation and assessing the need to import.
This paper presents the finding of research by ABARES exploring the role that public sector
forecasts of grain stocks can play in reducing market uncertainty in years of low production. The
research was conducted between May and July 2019. The project extended the methodology of
the Australian crop report to validate ABARES forecasts of grain consumption and stocks.

2 Rationale for revising stock forecasts
2.1 The stock reporting debate
The reporting of grain stocks has been a contentious issue in Australia’s agriculture sector. Since
international grain marketing was deregulated in 2008, organisations representing grain
farmers have argued that detailed local information on stocks is not made equitably available by
bulk handling companies (GPA 2016). This concern seems to have arisen from a perception that
the statutory marketing board (the Australian Wheat Board) which held exclusive rights to
wheat exporting prior to 2008 had more incentive to act in farmers’ interests than the
commercial companies that replaced it.
By 2010 the Productivity Commission had found that the amount of public information about
wheat stocks had increased following deregulation due to a range of factors, including the
number of new traders entering the market. Membership statistics for Grain Trade Australia
show that the number of small and medium grain-trading businesses has continued to increase
(Figure 1).
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Figure 1 Number and size of grain traders who are members of Grain Trade Australia
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The Productivity Commission’s 2010 inquiry into Wheat export marketing arrangements noted
that grain stock information could be provided at different levels of detail and aggregation, and
that these ‘tiers’ of information have different public good characteristics. Detailed information
about the location and quality of stocks has high commercial value, leading the Commission to
conclude that this level of information is a private good and should be provided by the private
sector. The Commission concluded that nationally aggregated stock information has strong
public good characteristics and should be publicly provided by institutions such as the ABS and
ABARES. The Commission also identified an intermediate tier of state-level stock reporting
which it argued was primarily useful to the Australian wheat industry and hence should be
funded by a compulsory industry levy.
Bulk handlers have persistently rejected mandatory reporting of detailed stock information on
the grounds that they already provide it to clients, and that publicly releasing this information
would reduce Australia’s competitive advantage in world markets (see for example: CBH 2011,
2018). They have also argued that mandatory reporting by bulk handlers is unlikely to improve
estimates of local stocks without detailed reporting of on-farm stocks (Heard 2017). ABARES has
consistently advised that the time it takes to provide survey-based estimates of on-farm stocks
reduces the value of the information for decision making.
Farmer groups argue a lack of stock reporting costs the grain industry “…$20 per tonne in lost
market opportunities…” (GPA 2016 p. 5). The Productivity Commission considered it
appropriate for bulk handlers to operate “with some level of competitive advantage” as a result
of holding detailed information on the location and quality of grain stocks (Productivity
Commission 2010, p. 328). This commercial advantage provides an incentive to invest in grain
handling and export infrastructure, and enables efficiencies to be generated through vertical
integration. The Commission found no evidence that the potential for bulk handlers to use
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detailed stock information to favour their trading arms was having an adverse impact on
competition.

2.2 Stock forecasts in drought years
It is not necessary for ABARES to undertake detailed analysis of national grain stocks in years
with seasonal conditions conducive to grain production. This is because in most years domestic
consumption and stocks play little or no role in price formation. Australia usually produces far
more grain than it consumes, exporting over 70% of the volume produced. The world market is
large relative to Australia’s exports, and in most years even relatively high volumes of exports
have a limited impact on world prices.
However, Australia’s highly variable climate means that there are years in which drought limits
grain production, and domestic consumption competes strongly with exports. The last such
event was in 2006–07, during the millennium drought (Figure 2). The coincidence of decile 1
winter rainfall in both New South Wales and Western Australia is extremely rare and has only
occurred five times since 1900. It has never occurred for two consecutive years over the
118 years of historical climate records. In New South Wales, decile 1 rainfall was recorded for
two consecutive years only once in the last 118 years - in 1940 and 1941. While it is possible
that these conditions could be experienced for two consecutive years in the future, the
probability is low. In September 2019, rainfall in Western Australia was well above decile 1, but
winter rainfall in central and northern New South Wales could still have fallen below this
threshold for a second consecutive year.

Figure 2 Decile 1 rainfall (April to October) and annual grain production, 1980–81 to 2018–
19
50

40

Decile 1 rainfall
30

Entire Wheat/sheep zone
NSW Wheat/sheep zone

20

WA Wheat/sheep zone
Wheat and Barley production

10

Mt
1980 1984
–81 –85

1989
–90

1994
–95

1999
–00

2004
–05

2009
–10

2014 2018
–15 –19 e

e ABARES estimate.

In these occasional years of exceptionally low production, stocks play a significant role in
domestic price formation because of the costs associated with importing grain. The import
parity price of grain in Australia (Pimport in Figure 3) is well above the world price of grain (Pexport)
due to the transport costs associated with overcoming Australia’s geographic isolation and
because of the costs associated with meeting Australia’s rigorous biosecurity protocols.
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Figure 3 Australian grain markets

The decision faced by grain users in drought years is whether to continue to rely solely on
domestic supplies when prices rise toward import parity, or whether (and when) to import.
Imports require a permit issued by the Department of Agriculture. In order to receive this
permit, importers must meet a range of biosecurity protocols. This typically requires
considerable investment in facilities and logistics, and time spent navigating the approval
process.
The potential benefits of importing are lower grain prices and more reliable supply. Even the
prospect of importing is likely to limit the domestic pricing ambitions of bulk handling
companies who naturally seek to maximise their return on investments in grain aggregation and
storage infrastructure. Bulk handling companies have an incentive to try to maximise their
returns by charging a price that reflects each buyer’s maximum willingness to pay across a
complex spectrum of grain qualities and locations. Without imports, domestic prices could reach
the levels represented by Pno imports in Figure 3.
The incentive to charge each buyer their maximum willingness to pay helps explain why buyers
may find it difficult to obtain sufficient information to assess whether the prices they are offered
are competitive. For large buyers, purchasing grain on domestic markets becomes a negotiation
with a small number of sellers, with no spot market to validate whether the prices they are
offered are competitive.
A key question is whether unequal information between domestic buyers and sellers becomes a
market failure that requires public estimation and reporting of grain stocks. The potential
market power of sellers partly arises from the transaction costs that buyers need to incur to
meet biosecurity protocols and import, and partly due to uncertainty regarding the level of
stocks. Hence the levels of both Pimport and Pno import are uncertain, and so a seller may have
difficulty assessing if the price of domestic product is reasonable compared to the potential cost
of importing.
The market failures justifying public provision of stock information are likely to be transient.
The cost of restoring dormant import pathways is likely to fall disproportionately on early
Australian Bureau of Agricultural and Resource Economics and Sciences
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movers. As more buyers seek to import administrative processes are likely to be streamlined
and collective knowledge throughout the industry rebuilt. Australia’s routine importing of
soybean meal shows that low-cost and biosecure import pathways can be established.
The transient nature of the climate conditions that induce imports, and the costs associated with
importing, mean that public reporting of grain stocks in Australia is likely to improve the
efficiency of grain markets only under unusual circumstances. In times of prolonged drought and
low crop production, public stock reporting provides an independent source of information that
helps improve the efficiency of price formation.

2.3 Demand for import permits
The demand for import permits is tracked by the Department of Agriculture (Table 1). By
July 2019, the pressure to import grain had subsided. Interest in importing grain peaked in
September 2018, but fell as confidence in the stocks improved and the cost of restoring import
pathways became known throughout the industry.
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Table 1 Timeline of interest in import permits for grain, Department of Agriculture,
April 2018 to July 2019
Years

Month

Interest in import permits for grain

2018

April –May

Interest in grain imports was stimulated by the US-China trade war. International
exporters were seeking alternative markets for sorghum and Australian
importers were seeking to capitalise on cheap grain.

July – August

Drought-related interest in importing animal feed increased, particularly as
charity purchases forced up domestic feed prices on the east coast.
The initial interest was in hay and fodder imports until importer understood the
complexity and cost of meeting biosecurity protocols for these unprocessed
products.
Interest then turned to importing unprocessed grain for animal feed.
Seventeen companies requested detailed information from the department on the
requirements for importing bulk shipments of unprocessed grain. This included
one request for information on the requirements for the importation of high
protein wheat for milling purposes.
No import applications had been received at this time.

September

Demand peaked for detailed information from the department on the
requirements for importing unprocessed grain, with around 70 requests for
information.
Three applications to import unprocessed grain were submitted to the
department for corn from the USA as well as canola and wheat from Canada.

2018–19

October - March

Demand for information subsided between October and December 2018 with
only 15 requests received. The number of requests for information subsided as
prospective importers became aware of the cost of meeting import requirements.
The department received six applications to import unprocessed grain for
livestock feed and one application for milling grain.
The department began auditing proposed import systems and processes in early
2019.
No import permits had been issued at this time as the department was not
satisfied that biosecurity requirements had been met.

2019

May - July

Five applications to import high protein wheat from Canada were received from
one company.
Five import permits for wheat from Canada were issued with one application
remaining under assessment.
Only a small number of new requests for information on importing unprocessed
grain had been received since January 2019. None of these requests for
information had resulted in the submission of an import application.
In July 2019, all outstanding applications remained under assessment with
applicants working towards meeting import protocols.
Source: Department of Agriculture
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3 Revising stock forecasts
3.1 Forecasting crop production
In most years, the focus of ABARES crop forecasts is the amount of grain that will be available for
export, which is determined by how much is produced less a small amount that is consumed
domestically or stored for future consumption and sale. For this reason ABARES usually
commits the majority of its crop forecasting resources to preparing the quarterly Australian crop
report. The report is published in June, September, December and February and provides
national and state level forecasts of crop yield and production for wheat, barley, oats, oilseeds,
grain sorghum, cotton, rice and other major broadacre crops.
ABARES forecasting of crop production involves three stages prior to publication (Figure 4). In
the first stage, analysts use a variety of information to generate initial state-level estimates of
production for major crops in each state. In the second stage, ABARES validates these estimates
through consultation with industry. The revised estimates are then checked and validated in a
third stage via a presentation to peers and senior economists within ABARES.

3.1.1

Stage 1 - Preliminary estimates

In the first stage, ABARES forms preliminary estimates based on data that reveal influences on
expected crop production (Figure 4). Australian Bureau of Statistics (ABS) data on yields and
area planted are used to examine historic trends and variability under conditions similar to the
current year. The effect of changes in relative price and cost on gross margins are assessed
alongside agronomic information to anticipate farmers’ decisions to plant alternative crops.
ABARES forecasting team includes scientists specialising in the gathering and interpreting of
information on agronomy and seasonal climate forecasting. They synthesise and analyse data
produced by other agencies such as the Bureau of Meteorology (BoM), state departments of
agriculture and Commonwealth Scientific and Industrial Research Organisation (CSIRO). The
analysis they provide includes:


antecedent rainfall and stored soil moisture and their likely combined impact on the timing
of planting and success of crop establishment



the impact on crop growth and yield of seasonal conditions during each stage of crop
development, including the implications of extreme temperature, rainfall and frost events



the likely impact of seasonal climate drivers (3 months into the future) on temperature and
rainfall including the El Niño Southern Oscillation, the Indian Ocean Dipole and Southern
Annular Mode.

3.1.2

Stage 2 - Expert consultation

In the second stage, ABARES consults industry experts to validate the preliminary estimates of
planted area and crop yields (Figure 4). Consultations occur with:


companies that supply farm inputs including seed, chemicals and fertiliser



state government and industry organisations producing or interpreting forecasts in order to
provide policy advice

Australian Bureau of Agricultural and Resource Economics and Sciences
7

Forecasting national grain stocks in times of drought



agronomists and agribusiness consultants



small, medium and large grain handling and trading businesses.

Many of the experts that ABARES consults have a strong commercial interest in forecasting grain
production, exports and prices. ABARES recognises the potential commercial and political
incentives to influence its forecasts, and uses professional judgement and systematic peer
review to ensure objective forecasts. Triangulation is used to identify and reduce the influence of
potentially biased or misleading information.

3.1.3

Stage 3 - Peer review

The estimates validated with industry are then presented to peers and senior economists in
ABARES for quality assurance. In these quarterly roundtable meetings analysts question
assumptions, highlight issues and inject knowledge. Following the roundtable, senior
economists review each publication through a multi-stage approval process. These peer review
processes bring to bear experience and expertise in farming systems, agronomy, seasonal
climate forecasting and agricultural economics to evaluate ABARES final forecasts which are
then compiled for publication.

Figure 4 The forecasting process for the Australian crop report

3.2 Forecasting stocks
ABARES extended the forecasting process of the Australian crop report to validate estimates of
domestic grain consumption and stocks. These estimates were published in the June 2019
Agricultural commodities. Domestic consumption and stocks are forecast as a normal but often
cursory step in the production of ABARES quarterly commodity forecasts. ABARES does not
usually publish estimates of consumption and stocks for minor crops because the cost of
validating these estimates greatly exceeds the benefits that doing so can add to the accuracy of
production, export and price forecasts.
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ABARES produces commodity market forecasts using balance sheets (Ashby 1964). These
account for availability (stocks, production and imports) and utilisation (exports and
consumption), and produce estimates of the ending stock of a commodity after a given period usually a year (Equation 1).

Equation 1 Balance sheet identity
(𝑂𝑝𝑒𝑛𝑖𝑛𝑔
𝑆𝑡𝑜𝑐𝑘𝑡 + 𝑃𝑟𝑜𝑑𝑢𝑐𝑡𝑖𝑜𝑛𝑡 + 𝐼𝑚𝑝𝑜𝑟𝑡𝑠𝑡 ) − (𝐸𝑥𝑝𝑜𝑟𝑡𝑠
⏟
⏟
𝑡 + 𝐶𝑜𝑛𝑠𝑢𝑚𝑝𝑡𝑖𝑜𝑛𝑡 ) = 𝐸𝑛𝑑𝑖𝑛𝑔 𝑆𝑡𝑜𝑐𝑘𝑡
𝐷𝑒𝑚𝑎𝑛𝑑

𝑆𝑢𝑝𝑝𝑙𝑦

The ABS provided official estimates of grains stocks from 2008 to 2012 as part of transitional
arrangements following deregulation (ABS 2012). However, since 2012 there have been no
independent data to validate ABARES stock forecasts. Consumption is not observable and must
be estimated, and is therefore subject to the greatest degree of uncertainty of all the balance
sheet components. This creates a circular problem of having to simultaneously estimate two
unknown variables, consumption and stocks. The lack of independent historical reference points
is generally resolved through either modelling consumption or deriving it from an assumed
ending stock, and validating both estimates through the consultation processes outlined in this
paper.
As balance sheets link across years, the solution process means that issues arising with current
stock estimates often arise from assumptions made in previous years. To overcome this,
ABARES makes efforts to validate consumption and stocks from a range of sources. Analysts
consider market and seasonal conditions when estimating significant changes in manufacturing
use and demand for livestock feed. Stocks are held to smooth sales and consumption and both
tend to be sufficiently stable in years of normal production to allow forecasts to be based on
small adjustments from the previous year.
In years where stocks are likely to affect markets, the first step towards improving consumption
and stock forecasts is to put more effort into producing estimates for past years. In May and
June 2019 this meant analysing the impact of seasonal conditions on pasture availability and
feed grain consumption in the years following the record harvests of 2016–17.
The second step in the process was to validate the revised estimates of consumption and stocks
through consultation with industry experts. Consultations conducted each quarter for the
Australian crop report were extended to grain using industries such as intensive livestock and
food manufacturers (Figure 5). More than 20 semi-structured interviews were conducted via
telephone with follow up via email. During the interviews, scenarios were discussed that
captured the likely impact of climate on production for the marketing year 2019–20 including:


a return to normal seasonal conditions in the winter and spring of 2019



a continuation of dry conditions in eastern Australia into 2019



seasonal conditions in 2019 deteriorated to the worst on record.

The consultation process was designed to reconcile differences between ABARES initial
estimates and the views of industry experts. Priority was given to wheat and barley because
these grains dominate Australia’s domestic consumption and stocks. The interviews explored
factors that affect consumption and stocks including:
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grain availability in each state and the distribution of stocks between on-farm and bulk
handling systems



recent grain use in different industries, and likely demand into 2019–20



the procurement and risk management strategies of grain-consuming businesses



attitudes towards imports and restoring import pathways.

The results of the consultations were peer reviewed using the roundtable and publication
approval processes for the Australian crop report and Agricultural commodities (Figure 5).

Figure 5 Extending the forecasting process to focus on consumption and stocks
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4 Results of consultation
4.1 Stock levels are monitored
Most of the industry experts that ABARES spoke to spend a significant amount of resources
collecting and analysing domestic grain supply data. Industrial users of grain keep their own
balance sheets or hire industry consultants to provide them with a breakdown of domestic
supply, including stocks. Consistent with the tiers of reporting described by the Productivity
Commission (2010), these commercial balance sheets tend to be more detailed and attuned to
specific commercial decisions than those maintained by ABARES. For example, grain traders
monitor public bids and offers on domestic grain exchanges to calibrate their assessments of
national stocks of various grades.
Some consulting businesses even publish market information on grain supply and use, including
some funded by Australia’s rural research and development corporations - for example, Spragg
(2018). Organisations such as the International Grains Council, the United States Department of
Agriculture, and the Agricultural Market Information System all publish stock estimates for
Australia and other major grain exporting countries.

4.2 Sufficient grain in 2018–19, but less certain for 2019–20
A common view expressed during the interviews was that supplies of wheat and barley were
likely to be sufficient to meet domestic use for the remaining months of the 2018–19 marketing
year (ending in October 2019). Industry sources reported that just under 1 million tonnes of
wheat were transhipped to eastern ports between January and June 2019, compared to over
5 million tonnes exported internationally (Wells 2019). Supply from Western Australia and
South Australia was expected to continue to meet demand in the eastern states into 2019–20,
particularly when stocks already on-farm were considered. On-farm stocks were estimated to
comprise around half of total stocks in the eastern states, with most of those interviewed
expressing the view that this grain was likely to be used on-farm rather than sold into the
market.
Forecasts of closing stocks for wheat in 2018–19 ranged from 2 to 4.5 million tonnes, with most
forecasts between 3 to 4 million tonnes. This compares to annual consumption of 7 to 8 million
tonnes in recent years. Forecasts of closing stocks for barley were a lower proportion of
expected consumption at between 200 000 to 1.3 million tonnes compared to domestic
consumption of 2.5 to 3.5 million tonnes in recent years.
An obvious concern for exporters was the expected impact of low production on exports in the
2018–19 marketing year. High domestic grain prices were viewed as undermining Australia's
competitiveness relative to the Black Sea region in South-East Asian wheat markets.
Another issue raised was whether and to what degree drought-related substitution to
alternative grains would be permanent once prices returned to more normal levels. For example,
relatively low barley prices had been observed to induce substitution away from other feed
grains such as grain sorghum on the Darling Downs. There is a cost and time involved in
switching logistical arrangements and livestock diets to new types of grain, and similar costs for
switching back again once relative prices return to past levels.
Many of those interviewed were concerned about the implications of poor seasonal conditions in
early 2019 for crop planting across large areas of Queensland, New South Wales and Western
Australian Bureau of Agricultural and Resource Economics and Sciences
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Australia. This raised the potential for the eastern states to continue to rely on grain from
Western Australia and South Australia in 2019–20. At the time, some of the experts
ABARES consulted had begun to factor below average harvests for Western Australia into their
2019–20 forecasts.
Experts buying or marketing grain in Australia’s eastern states expressed divergent views on the
potential of interstate trade to continue meeting grain demand in eastern Australia if production
remained low into the 2019–20 marketing year. Some grain marketers operating in eastern
Australia thought that the domestic grains market had efficiently supplied grain at reasonable
prices from Western Australia and South Australia, and could continue to do so. High grain
prices in the eastern states were attributed to Australia’s rigorous biosecurity protocols and a
degree of unresponsiveness in supply caused by the difficulty of breaking longstanding export
contracts from Western Australia and South Australia.
Some participants expressed concern that a combination of monopoly power and Australia’s
biosecurity protocols meant that west coast grains were overpriced, reducing the
competitiveness of food processing industries in the eastern states.

4.3 Demand for imports
The consultations revealed that the only imports of bulk grain by July 2019 had resulted from
uncertainties faced by food manufacturers in eastern Australia over the quality of grain stocks in
Western Australia. High yields in Western Australia in 2018–19 were thought to have reduced
the average protein content and quality of grain, creating uncertainty as to whether sufficient
quantities of high quality wheat were available to meet milling demand into 2019–20.
Consultations with intensive livestock businesses and food manufacturers suggested that only a
handful of the largest businesses were likely to commit to the cost of importing. The costs
associated with setting up the infrastructure and procedures necessary to meet biosecurity
protocols were frequently described as prohibitive. Even the largest of these companies tended
to consider importing grain a last resort for securing business continuity after domestic
procurement options had been exhausted.
Those interviewed consistently indicated that imports of grain were unlikely to be significant
even if drought extended across all of Australia’s cropping regions in 2019–20. Participants
agreed that even if drought conditions continued, wheat imports were unlikely to exceed
1 million tonnes. Commercial incentives were expected to halve international exports from
Western Australia in this scenario, resulting in only exports of noodle wheat under prolonged
drought conditions.
Those consulted confirmed that imports into 2019–20 were likely to be dominated by processed
livestock feed and related supplements for which importers can meet biosecurity protocols at
relatively low cost. The Department of Agriculture normally approves 25 to 30 stockfeed import
permits each year, but by August 2019 had approved 75.
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5 Implications for ABARES
The consultation process revealed that ABARES March 2019 forecasts of wheat and barley
stocks for 2018–19 and 2019–20 were higher than industry consensus. The cause of these
differences was that ABARES estimates did not adequately account for an acceleration of feed
grain use as seasonal conditions and pastures deteriorated. The consultations also revealed that
ABARES had underestimated growth in feed demand from an expansion of intensive livestock
production during the same period.
As a result of the consultations, a number of revisions were made to the balance sheets for
wheat and barley (Table 2). Feed use was revised upwards significantly in all years. Export
forecasts were revised down for 2018–19 and 2019–20, and stocks revised downwards. It also
became apparent from consultations that ABARES had underestimated the carryover of opening
barley stocks into 2017–18 from the record crop of 2016–17. ABARES March forecasts of wheat
(down) and barley (up) production were also revised for the June 2019 Australian crop report,
as per the usual process of triangulation covered in Figure 4.

Table 2 ABARES forecasts before and after consultations
Forecast March 2019

Revised June 2019

2017–
18 (kt)

2018–
19 (kt)

2019–
20 (kt)

2017–
18 (kt)

2018–
19 (kt)

2019–
20 (kt)

2017–
18 (%)

2018–
19 (%)

2019–
20 (%)

5,986

6,050

5,424

5,984

4,448

4,224

0.0

–26.5

–22.1

21,244

17,298

23,918

20,941

17,298

21,191

–1.4

0.0

–11.4

Consumption

7,388

8,377

7,544

8,685

9,069

8,845

17.6

8.3

17.2

Feed use

4,000

4,300

4,000

5,300

5,600

5,280

32.5

30.2

32.0

13,820

9,575

15,427

13,820

8,541

12,496

0.0

–10.8

–19.0

28

28

20

28

88

147

0.0

214.3

635.0

6,050

5424

6391

4,448

4,224

4,221

–26.5

–22.1

-34.0

Opening stocks

1,882

1,457

1,477

2,698

1,174

406

43.4

–19.4

–72.5

Production

8,928

8,310

8,780

8,928

8,310

9,191

0.0

0.0

4.7

Consumption

2,857

2,510

2,469

3,956

3,496

3,324

38.5

39.3

34.6

Feed use

1,690

1,331

1,288

2,789

2,308

2,134

65.0

73.4

65.7

Exports(Nov to
Oct)

6,496

5,780

6,537

6,496

5,582

6,068

0.0

–3.4

–7.2

0

0

0

0

0

0

0.0

0.0

0.0

1,457

1,477

1,251

1,174

406

205

–19.4

–72.5

–83.6

Category

Year-on-year difference

Wheat
Opening stocks
Production

Exports (Oct to
Sep)
Imports
Closing stocks
Barley

Imports
Closing stocks

Consultations with livestock industries revealed a range of responses to high feed grain prices
and drought conditions in the eastern states in 2017–18 and 2018–19. Most of the experts
ABARES interviewed estimated that drought feeding in New South Wales and Queensland from
2017–18 onwards had increased feed grain consumption by 500 000 to 1 million tonnes per
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year. Feeding livestock remained profitable despite high grain prices due to high prices for beef,
sheep and wool, leading to a significant expansion of the number of animals in feedlots and fed
on-farm.
Stakeholders estimated closing stocks of wheat in 2017–18 to be between 2 to 3 million tonnes,
and closing stocks of barley to be between 200 000 to 1 million tonnes. Stakeholders differed in
their assessments of feed consumption in 2018–19 and 2019–20 but were evenly divided
between those forecasting it would return to average levels and those expecting it to remain at
elevated levels.
Interviews with experts in intensive livestock industries were revealing. The ability of these
industries to continue feeding grain to livestock at high prices without an ability to pass these
costs on to consumers surprised ABARES (Figure 6). It also surprised many of the industry
experts that ABARES consulted. The poultry and egg industries reported absorbing higher feed
costs because this was less costly than shutting down and later restarting production lines.
Experts in the pork industry reported that business profits had been greatly reduced by high
feed grain prices in 2017–18 but had recovered somewhat by May 2019. Hardship in the dairy
industry, especially in northern Victoria, was attributed to high water and feed prices.

Figure 6 Consumer prices for livestock products, Australia, March 2010 to June 2019
140

130

120
Beef and veal
Pork

110

Poultry meat
Eggs

100

90

index 2010 = 100
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Source: ABS 2019
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6 Conclusions
This research confirmed that public reporting of grain stocks is only likely to provide transient
assistance to industry during periods of exceptionally low production such as drought. The
private sector has developed information products to fill any void remaining from the
deregulation of the industry and the transitional funding of public stock information that ended
in 2012. Industry can rely on these sources when climatic conditions are conducive to crop
production and the focus is on exports.
In years of low production public reporting of grain stocks can help to provide independent
validation of private sector estimates. Grain-consuming businesses benefit from this information
when deciding to create or restore import pathways that meet Australia’s rigorous biosecurity
protocols. ABARES consultations between May and July 2019 added to the communication
pathways via which buyers and sellers formed that expectations of grain prices into 2019-20.
This research has implications for ABARES forecasting methodologies. It demonstrated that in
years of low grain production, there may be public benefit from ABARES extending consultations
for the Australian crop report to include more detailed forecasts of grain consumption and
stocks. In years conducive to crop production and exports, there is no need for ABARES to
commit additional resources to forecasting domestic grain consumption and stocks. When signs
emerge that production is likely to be exceptionally low, ABARES can forecast grain
consumption and stocks using the approach described in this report.
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