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FOREWORD

The RIRDC Deer Industry Development program undertaken from 1997/98 to 1999/00
focussed on issues for the development and expansion of the Australian Deer industry. In
particular the Deer Industry Development Manager appointed by the project worked to
consolidate industry infrastructure, strengthen supply systems and implement a Quality
Assurance program.

This project was a logical second step in assisting the industry’s development and expansion
by encouraging the adoption of programs, like the industry Quality Assurance program, that
will give confidence of product quality, product safety and appropriate consideration of
animal welfare to its clients.

During the period of this project, farmer returns have risen significantly, the number of
animals processed has risen significantly and the industry’s total venison production has
soared to record levels.

Whether current levels of production are sustainable is unsure. Most industry observers
suggest that, based on existing estimates of the number of deer farmed in Australia, current
production levels are unsustainable. The next two or three years will either confirm current
industry population estimates and that production is likely to fall, or disprove current
estimates and production will stay constant or even rise.

It will be easy for the industry to develop a false sense of security about current venison prices
detailed in this report as the major factors that contribute to current high prices, the
devaluation of the Australian currency and the general lack of European confidence in other
red meats, are beyond industry control. In consideration of the major reasons for increased
venison prices, Australian deer industry must not lessen their commitment to improvement in
the average quality of animals offered for sale. Any revaluation of the Australian dollar or
renewed European confidence in other red meat may easily result in a fall in venison prices.

This project was funded from industry revenue which is matched by funds provided by the
Federal Government

This report, a new addition to RIRDC’s diverse range of over 700 research publications,
forms part of our Deer R&D program, which aims to foster an Australian deer industry as a
profitable and efficient mainstream agricultural enterprise.

Most of our publications are available for viewing, downloading or purchasing online through
our website:

e downloads at www.rirdc.gov.au/reports/Index.htm

e purchases at www.rirdc.gov.au/eshop

Peter Core
Managing Director
Rural Industries Research and Development Corporation
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EXECUTIVE SUMMARY

General

Although deer were introduced in the nineteenth century commercial farming of them did not
begin until the early 1970's in Victoria. However, only four of the originally introduced
species (Red, Fallow, Rusa and Chital) are included in existing commercial farming systems.
Since the mid 1980's, farmed deer in Australia include Wapiti (ELK) that were introduced

from Canada.

Until the late 1980’s, while returns from breeding stock sales were very high, the industry
expanded rapidly. That rate of growth declined from the early 1990's due to droughts forcing
sales of stock at low prices, increases in live animal exports and the slaughter of breeding
females.

Planned development of international markets for Australian venison significantly increased
demand and price for slaughter stock, principally due to the efforts of the Venison Market
Development Manager. However increased demand created by the project during late 1996
and early 1997 was difficult to meet because of the Industry's relatively small production
base. The supply difficulties were exacerbated when the supply of products, particularly
venison was maintained by the slaughter of young breeding females. The net result was
depletion in the industry's female breeding herds.

In an effort to maintain existing venison markets in the short term and to increase them in the
long term, the industry's top priority became the increase in size and production capacity of

the national herd.

Industry Statistics

Collection of data continues to be difficult, as many industry members do not understand the
value of the data for industry development and planning and for their own businesses.

Slaughter statistics generally support the industry population estimates provided in the report
of RIRDC project DIP-1A (The Development of the Deer Industry as a major Australian
livestock industry).

The industry's current population can, at best, be described as stable however improvements

in overall reproductive performance or decreases in young female culling rates could easily
return the industry to a state of rapid growth.
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Statistics clearly show an increase in the volume of venison processed in recent years and in
returns achieved by farmers. Whether production at the high levels experienced in 1999/00
and 2000/01 can be sustained is unsure.

Quality Assurance

The ability of the industry to manage, proactively and responsibly expectations of
governments and communities will contribute to either positive or negative perceptions and
images of the industry in all markets. A major emphasis of QA programs is management of
animal health and welfare issues. The maintenance of industry QA programs provides
industry leaders with information they require to counter unreasonable reports associated with
welfare concerns related to the farming of deer. QA programs are also useful tools for

promoting the relationship between production practices that ensure:

(1)  The maintenance of animal welfare requirements and;
(i) The availability of high quality, uncontaminated, products for human
consumption.

The industry Quality Assurance Program continues to grow, but only slowly. Many members
of the industry do not accept the increasing requirement for quality assurance because
consumer clients have not yet demanded it of them. Even with the unfortunate BSE and Foot
and Mouth Disease (FMD) problems in Europe and the effect of those problems on traditional
red meat sales in those countries, some industry people actively talk against the program.

Venison

The average hot carcase weight (HCW) price for venison sank to its lowest level, since the
beginning of the commercial industry, in June 1999. This state of depression existing in mid
1999 was caused by both internal and external factors that included:

(1) The Asian currency downturn;

(i)  The industry's lack of competitive advantage in influential markets
(particularly in respect to New Zealand competition), and;

(i11))  Competition for limited product volumes of venison within industry processing
and marketing sectors.

The decline in farm gate returns significantly reduced industry confidence and saw an

increasing number of producers leave the industry and a decreasing interest in new investment
in the industry.
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Since late 1999 the number of abattoirs used to process deer and the number of businesses
involved in processing and marketing venison has undergone a self-rationalisation. In effect
the number of businesses marketing and abattoirs processing has reduced with a smaller
number of venison marketers each controlling a larger volume of venison marketed. This
means that processors can afford to invest in market development based on confidence in
product availability.

Average venison prices have increased from an average of $2.30/kg HCW throughout
1998/99 to $3.48/kg HCW throughout 2000/01 (no deductions for the industry levy and other
costs) and while prices are currently attractive, the industry must consider the reasons for the
increase.

Major reasons for the increase in venison prices achieved by farmers are beyond industry
control and include the devaluation of the Australian currency and the general lack of

European confidence in other red meats that increased demand for meats like venison.

It will be easy for the industry to develop a false sense of security about current venison
prices. In consideration of the major reasons for increased venison prices, Australian deer
industry must not lessen their commitment to improvement in the average quality of animals
offered for sale. Any revaluation of the Australian dollar or renewed European confidence in

other red meat may easily result in a fall in venison prices.

The industry must continue to strive to stabilise prices with factors that it can control, in
particular the continuous supply known volumes of quality product, to be able to attract new

industry entrants and facilitate its expansion.

Velvet Antler

Although the Australian Deer Horn and Co-Products Company (ADH) continues to be a
major player in the collection, grading and sale of velvet antler, other companies continue to
be involved.

Interest in the processing and sale of value added velvet antler products continue to grow and
several companies purchase raw products, negotiate contract processing and are developing
market outlets for product in Australia. Initially, target markets are those that cater for

inbound Asian tourists and in particular those in Queensland and New South Wales.

The Australian Velvet Accreditation scheme continues to have a positive effect on quality that
in turn has a positive effect on price paid to growers.



Strategic Alliances

Over the past two years there has been an increasing understanding of strategic alliances and
the concept of loyalty. This has resulted in a preparedness to informally accept arrangements
with processors where agreements to supply are established according to mutually acceptable
specifications.

Venstat is a computer database program developed as a major strategic alliance development
activity of this project. It provides processors with the ability to record details about deer
ownership, identification tags, species, standard hot carcase weight, sex type, age, condition

score, bruising, QA status and schedule prices.

The VenStat program also allows processors to produce detailed reports for owners that
highlight information that can be used to improve grower returns. These reports include: hot
carcase weight (HCW), body condition scores, carcase bruising, co-product bonuses and
prices for each carcase.

Processors can print Tax Invoices for each deer farmers directly from the program.

This project has advertised Australian venison via the Food and Beverage Association’s
Source Book and has nominated the point of contact for interested consumers as the Deer
Industry Association of Australia Secretariat.

The Future

Major considerations for continued Australian Deer industry price stability, industry
expansion and market demand for industry products include:

(1) Farmer and processor commitment to price schedule grids that ensure that farmers
target processor specifications and processors pay premiums for carcases that
meet or are close to ‘ideal’ specifications;

(i1))  The development of sustainable and profitable markets for industry co-products;

(ii1)  Collective commitment of farmers and processors to industry quality assurance
programs and;

(iv)  Continued development of strategic alliances between groups of growers and
selected processors.
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1. INTRODUCTION

Origin

Introduced animals, representing six species of deer were released at various locations
throughout Australia during the Nineteenth Century under the Acclimatisation programs of
the day. The animals dispersed and established wild populations at various locations across

Australia mostly depending upon their points of release into the wild, and formed the basis for
the deer industry in Australia today.

Deer farming in Australia commenced in Victoria in 1971. Currently (2001) five species of
deer, three from temperate climates (red, fallow, wapiti [elk]) and two tropical species (rusa,
chital) are commercially farmed in Australia.

Industry Structures

The Deer Industry Association of Australia (DIAA) was created to represent all sectors of the
Australian Industry as necessary. Members subscribe directly or through state organisations,
breed societies or processing associations.

The DIAA has established two product development and marketing companies, the Australian
Deer Horn and Co Products Pty Ltd and the Deer Industry Projects and Development Pty Ltd.

Australian Deer Horn and Co Products Pty Ltd (ADH)

ADH & C-Products collects and markets Australian deer horn on behalf of its members.
It promotes the harvest of velvet antler according to the strict quality assurance (QA)

program promoted by the industry.

Deer Industry Projects and Development Pty Ltd

Deer industry Projects and Developments Pty Ltd trades as the Deer Industry Company
(DIC). It undertakes project work to assist the industry achieve its goals as described in
the Industry five year plan, or otherwise as required by the DIAA.

Markets

During the early growth years of the industry market development for its two major products,
velvet and venison, was constrained by the size of the herd, a supply constraint. As such,
market development was restricted to the more easily accessible markets then, generally
domestic markets.



By 1990, the volume of velvet available from the Australian herds was sufficient for the
DFFA to commence the first national velvet pools. The majority of deer farmers co-
operatively market their velvet antler through the Australian Deer Horn and Co Products
Company.

Markets for venison expanded noticeably under the influence of the Venison Market
Development program funded by RIRDC from 1992-96. The significant increase in domestic
consumption of venison during this period was dramatically augmented by the overseas

demand for Australian venison that took effect from 1993-94.

However, the rapid increases in exports of venison have been accomplished at the expense of
maintaining the size of the national herd, through the depletion of female stock slaughtered
for venison as well as live exports. Consequently the DIAA's top industry priority was to
increase the national herd size

Herd Size

Statistics on the Australian deer herd are significantly better than those previously available
but are still largely based on estimates. Best industry estimates suggest that in January 2001
approximately 180,000 deer are farmed by between 600 and 1,000 farmers in Australia.
Fallow make up about 41% and Red deer make up about 41% of the total population with
Rusa 12%, Chital 2% and Elk 4% making up the remainder of the population.

The industry grew rapidly until the early 1900's when returns from breeding stock sales were
very high. The growth of the industry declined due to droughts forcing the sale of stock at

low prices, increases in live animal exports and the slaughter of breeding females.

Expansion of Australia's deer industry production base will be determined by the industry's
ability to convince existing deer farmers and potential investors of the economic advantages
of deer farming and of the current and future product market opportunities that give
confidence for long term investment.



2. OBJECTIVES

Project objectives reflect general industry priorities and in particular the number 1 priority in
the Deer Industry R&D 5-year plan 1996-2000?

Objectives were to develop and implement strategies that will consolidate and expand
production of Australian deer products and position the Australian Deer Industry as a
commercial livestock industry that complements Australian's traditional livestock industries.

The project is a logical and necessary extension of the 1997-1999 RIRDC-funded project 'The
Development of the Deer Industry as a Major Australian Livestock Industry'.

Specific objectives were:

e Data base development initiated during 1997-99 will be maintained and expanded as
possible.

e The development of strategic alliances between producers and processors to assist the
production and processing commitment respectively that will assist quality assurance
programs will be encouraged.

e The development of documentation for the licensed used of the Deer Industry QA Marks
will be continued.

e Regular and open reporting of market information to industry will continue.



3. METHODOLOGY

The project had four major objectives (described in section 2). The project methodology is
described for each objective.

Objective 1 - Maintenance of databases

Data bases initiated during 1997-1999 project, 'The Development of the Deer Industry as a
Major Australian Livestock Industry’, particularly those related to venison production will be

maintained and expanded.

Objective 2 — Strategic alliance development

Development of strategic alliances between producers and processors will be encouraged.
Alliances will be encouraged on the basis of the industry quality assurance program and will
focus on commitments from both producers and processors.

Objective 3 — QA documentation and adoption

A workshop to update facilitator skills will be undertaken in association with the Industry
Biannual conference in September 1999.

Industry will negotiate with an appropriate person or group to develop documentation for the

DIAA to use when licensing individuals or groups to use the registered industry QA marks.

The industry QA program will be promoted and industry participants will be encouraged to
adopt the program.

Objective 4 — Industry Reports

Continued cooperation with processors will be sought to allow regular and open reporting of
available market information.



4. RESULTS

Results described are broadly presented according to the objectives described in (2) and (3)

above.

Objective 1 - Maintenance of databases

The 'The Development of the Deer Industry as a Major Australian Livestock Industry’ project
developed a comprehensive database of industry contacts. The database that maintains contact
lists for industry groups and specialists has been updated and disseminated to industry leaders,
appropriate government representatives and industry partners.

A copy of the current Industry Contact List is included as an appendix to this report.

The industry research database initiated by the 'The Development of the Deer Industry as a
Major Australian Livestock Industry’ project has been maintained and expanded as other

project commitments allowed.

The Deer Industry Research Reference Database that was created with the commercially
available 'End Note’ program, can be accessed from the DIAA (www.diaa.org) web site or
the RIRDC website (www.rirde.gov.au). This database provides a summary of much of the

deer research undertaken in Australia and New Zealand as well as selected references from

other areas.

The reference database provides brief details about the nature of research, its author(s) and the

scientific journals in which it was published.

Objective 2 — Strategic alliance development

Until late 1999 many of those involved in 'marketing' Australian venison could have better
been described as 'spot sellers'. Those people made very little investment in the development

of long-term alliances between growers, processors and consumer clients.

This lack of investment activity meant that producers were continuously badgered by different
'marketers' to provide animals which in turn led producers to play different 'marketers' off
against each other to maximise their short term return. The lack of preparedness of producers
to develop any loyalty to a 'marketer' meant that in turn the 'marketers' could have no
confidence in supply of product.



The lack of cooperation between the processors (marketers) also meant that there was an
inability to pool co products to attract market interest so much of the co products were wasted
or sold opportunistically (literally given away for little or no return).

The severe decline in farm gate returns experienced by the industry in mid 1999 saw a
significant erosion of immediate industry profitability and long-term confidence.
Subsequently, many small producers left the industry, interest in new investment in the
industry declined and many of those involved with venison processing/marketing left the

industry.

The recent industry rationalisation led to a reduction of industry competition between
companies involved in processing and marketing venison products that subsequently. This has
meant increased confidence in the ability of the remaining marketers to source and supply
product. It has also resulted in fewer processors that have access to commercially saleable
volumes of co products.

An example of the improvement in grower returns from industry rationalisation and strategic
alliance developments is the improvement in the value of co products sourced from red and
fallow deer. One company that began paying small premiums, directly to farmers, for co
products obtained from deer they had purchased, evidences this.

Gradually there is an increasing concept of loyalty and a preparedness to informally accept
strategic alliances with processors where agreements to supply are established according to
mutually acceptable specifications.

However two significant difficulties still exist. They are:

(1) Some producers are still prepared to change supply commitments for a small increase

in short-term returns achieved for a particular sale lot and

(11) Some marketers negotiate supply contracts with clients (particularly internationally)
for which supply may be difficult and so are forced to entice growers away from
existing supply agreements for a small short-term improvement in returns.

Producers can assist the development of strategic alliances with processors by encouraging
the establishment of supply agreements according to specifications that are mutually
acceptable. Agreements might detail animal age, sex, breed and weight specifications for

producers and minimum price payments by processors.



Venison Price Schedule Calculator

A tool to assist purchasers of deer to objectively develop farmer price schedules has
been developed as part of this project. The calculator is available in Microsoft Excel
spreadsheet format and will allow processors to develop price schedules that match
client and market needs.

The price schedule calculator is available for no cost to interested processors.

VenStat — The Venison Statistics Computer Database Program

Venstat is a computer database program developed as a major strategic alliance
development activity of this project. The program comprises two separate pieces of
software, the VENSTAT GATHERER [VG] program and the VENSTAT ANALYSER
[VA] program. The Deer Industry Company owns the copyright for both programs

Processors record and analyse data using the VG program. It allows processors to
record details about deer ownership, identification tags, species, standard hot carcase
weight, sex type, age, condition score, bruising, QA status and schedule prices. VG also
allows processors to print Tax Invoices for each deer farmers directly from the program.

VG offers significantly better data storage, analysis, retrieval and reporting capability
than currently available to most processors. Although not all of the functions of VG will
be used immediately (QA status and condition score) they are included in the program
as it is likely that future prices paid by processors for deer will be influenced by QA
status and body condition score.

VG will be available, for a nominally small fee, to Australian business that process deer.
However its availability will be linked to a specific understanding and agreement that
data collected by the processor will be sent regularly (each successive calendar month)
to the Deer Industry Company.

The Deer Industry Company owns and maintains (on behalf of industry) the VENSTAT
ANALYSER (VA) program. Data provided by processors from the VG program will be
incorporated into the VENSTAT ANALYSER [VA] program that will be used to
collect, collate and analyse statistical data related to venison production and processing.
It will be used to produce industry reports and to aid industry development and
marketing programs.

VG and VA programs have been developed in a way that prevents the transfer of any
data that identifies any individual owner from being passed from a VG to the VG.



None of the data provided from VG’s to VA can be identified back to the originating
VG, so the VA will not be able to identify and sort data from individual processors.
Rather, data from individual processors will be combined into an industry database.

The Venstat program appears to have international potential either solely as the VG
option for individual processors or as the complete package where a processor needs to
be able to combine data from several sites.

Food and Beverage Association

The Food and Beverage Association produces an annual publication called the Food and
Beverage Association Source Book. The Source Book, widely used by Australian Chefs
and food purchasers, is a compilation of details of food and beverage available in
Australia and how to obtain product as required.

This project has advertised Australian venison via the Source book and has nominated
the point of contact for interested consumers as the Deer Industry Association of
Australia Secretariat. The Secretariat will provide information on nearest suppliers of
quality products to interested consumers.

Objective 3 — QA documentation and adoption

Facilitator Workshop

Prior to the commencement of the 1999 Australian Deer Industry Conference, a meeting
of all the Deer Industry Quality Assurance Board and attending Quality Assurance
Facilitators was convened.

At the meeting, representatives of the QA Board provided attending Facilitators with an
update of Board activities, amendments to the program and Facilitators responsibilities.

The meeting also provided a forum for an open interchange between Facilitators and
Board members. Those present reviewed activities and discussed possible amendments
to all manuals that will improve the understanding of manuals or their ease of use or
their completeness given new knowledge or practical application of new available
technical information.

At the meeting, Ken Robertson (a Facilitator from Victoria) was nominated as a
specialist an advisor to the Board on issues related to the transport of deer. Ken is
willing to provide practical advise or assistance with the transport aspect of the Deer
QA program to those who seek it.



Seminar on Export Meat

In January 2000 the project’s Principal Researcher, Chris Tuckwell, attended a meeting
in Canberra on behalf of the Deer Industry. Summary outcomes of the meeting that
directly affect deer farmers were:

(1)  AQIS and EU officials finally reached a mutually acceptable agreement related to
the cleaning and disinfection of vehicles used to transport deer. The approved
method for the cleaning and disinfection of deer transports is that, before the first
pick-up on each day, all trucks must be thoroughly washed using high-pressure
cold water to remove all organic matter, and then allowed to air dry.

(i) EU Officials may visit Australia and will look for evidence that washing has
occurred and that documentation verifies that cleaning is undertaken and that
farmers and abattoirs verify (by filed declarations) that each transporter meets EU

requirements related to the transport of deer

(ii1) Abattoirs and transporters will need to produce appropriate paperwork to verify
that cleaning and disinfection is undertaken as required.

QA Facilitator Code of Ethics

The QA Board sought legal advice with respect to the form of a contract and code of
conduct that it should require for its Facilitators. A code has been developed, and
accepted by the Board.

The approved Code was sent to all existing facilitators to sign as a requirement for their
continued facilitator accreditation and signing of the Code will be a pre-requisite to

training for future facilitators.

Property Signs

Large property signs that advertise the Quality Assurance status of deer properties were
developed. People whose farms achieve level-two accreditation status can now order a
property QA sign, which has a guaranteed outdoor life of seven years, from the Deer

Industry Company.

QA Mark Documentation

A contract was negotiated with Trevor Rankin to develop the documentation that will
allow registration of industry QA marks for venison and velvet. Documentation for
marks was completed between January and March 2000 and the Deer Industry
Company subsequently lodged applications for registration of five (5) industry quality



marks including deer farms, deer transports, venison, unprocessed velvet antler and
processed velvet antler with the Trades Marks Office (IP Australia).

The marks will be available to any person in the Deer industry that meets and continues
to adhere to rules and agreed standards for their use. Quality marks are designed to
promote the fact that the product or service provided is guaranteed by industry to meet
strict minimum standards of quality.

Those who wish to use the marks on products or services they sell will be assessed by
industry auditors to ensure they meet minimum quality standards and will need to
demonstrate through regular and ongoing auditing that they continue to meet the
standards required.

Although the Quality Assurance marks have been accepted by IP Australia, final
approval for the Mark relies on acceptance by the Australian Competition and
Consumer Commission (ACCC). The ACCC is examining supporting documentation to
ensure that the program does not unfairly discriminate against any sectors of industry.
Any changed required by the ACCC are likely to be minor to remove any inadvertent
opportunities for unfair discrimination from the QA manual.

The Australian Consumer Control Commission has experienced staff shortage problems
and operating procedure problems that has significantly delayed the final assessment of
the five industry quality marks for deer farms, deer transports, venison, unprocessed
velvet antler and processed velvet antler. The ACC is hopeful that final assessments will
be completed before the end of August 2001.

Encouragement for Producers to Adopt the QA Program

To encourage adoption of the program, the Chairman of the QA Board wrote to all State
Presidents and Facilitators urging them to publicize the QA Program and encourage all
to become accredited. He also wrote to the Processors asking them to support the QA
Program and encouraged them to:

(1)  Give preference to animals that are provided by QA Farms and
(ii) Develop a premium for animals coming off QA Farms.

At the time of writing this report, none of the processors have been prepared to commit
to a pricing schedule that provides a premium for deer originating from QA assured deer
farms with a general comment that until their consumer clients preferentially request
product from QA assured farms they will not specifically seek it or pay a premium for
it.

10



Objective 4 — Industry Reports

Along with the Deer Industry Bookshop, the office of the Deer Industry Company is now
established as a first point of contact for people seeking technical information on the
Australian deer industry.

As the DIC office is jointly the office for the Deer Industry Quality Assurance Board, it also
maintains information related to the QA program and is the first contact for industry people
who wish to become involved in the program.

In January and February 1998 the majority of venison processors/marketers in Australia
agreed to regularly contribute data on price and weight of animals processed on a monthly
basis. Each processor provides:

(1) Basic, details of the volume of venison processed by species and within weight
ranges;

(1)) A Hot Carcase Weight (HCW) price for each category, net of the industry levy and
delivered to the abattoir.

Although not all processors agreed to provide data for the database, project researchers are
confident that the greatest majority of venison (more than 90%) processed in Australia is
accounted for.

Some processors withdrew their co-operation during the year generally citing the extra
workload for little or no apparent benefit as their main reason. Their withdrawal is
disappointing as data collected is used by all sectors of the industry and probably by those
who do not contribute to it.

Data collected has been routinely reported in the RIRDC newsletter and in the Australian
Deer Farming Magazine.

Venison Production and Carcase Weight

Data collected shows some predictable monthly trends, particularly with respect to live
weight. However the percentage of processed animals with a hot carcase weight
(HCW) that is less than a weight that could be regarded as 'ideal' is a continuing cause
for concern and should be reflected in Industry extension programs aimed at improving
average returns to farmers.

Graph 1 shows the average HCW of red and red hybrid deer since April 1998 and the
average HCW for all red and red hybrid deer carcases during that period.

11



Graph 1 — Average HCW of Red Deer
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Graph 2 shows the average HCW of fallow deer processed since April 1998 and the
average HCW for all fallow deer carcases during that period.

Graph 2 — Average HCW of Fallow Deer
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The average hot carcase weight (for the period shown on the graphs 1 and 2) is 23.4kg
for fallow deer and 53.1kg for red (including hybrid) deer. The average HCW for red
deer in 1998/99, 1999/00, 2000/01 was 56.0, 50.7 and 53.4 respectively. The average
HCW for fallow deer during the same years was 24.5, 22.6 and 23.6 respectively.
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Graph 3 shows the volume of venison processed by co-operating processors since 1997
and its Farm Gate Value with no deductions for the statutory industry levy, processing
and transport costs. Although not all Australian processors contribute to the data,
summary data supports our view that the data collected represents the greatest
percentage of product processed in Australia.

Graph 3 — Total Value and Volume of Industry Venison Production
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The total volume of venison processed by cooperating processors during the year July
1999 to June 2000 was 1,832 tonnes and for the year July 2000 to June 2001 the volume
was 1,679 tonnes.

Number of deer processed

The actual number of animals processed has not been recorded by this project
(processors were only asked to provide the total HCW, by species within weight ranges
and not the number of stock processed) so an estimate the number of animals that have
been processed has been made.

The project recorded the total HCW (Hot Carcase Weight) of each species within
defined weight ranges. An assumption that the average HCW for each weight range is a
HCW equal to the mid point of the range (range of 40 to 44.9kg has a mid value of
42.45kg) was made (see appendix 2). On this basis, an estimate was made of the
number of animals processed to produce the known volume of HCW. The number of
stock processed was estimated for each weight range by month. Graphs 4, 5 and 6 show
the estimated number of red (including hybrids), fallow and rusa deer processed.
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Graph 4 — Number of Red Deer Processed
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The total number of deer processed by cooperating processors during the year July 1999
to June 2000 was 56,105 animals and was 47,624 for the year July 2000 to June 2001.

Graph 7 — Average Number and Weight of Fallow Deer Processed
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Graph 8 — Average Number and Weight of Red Deer Processed
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Graphs 9 and 10 show the average venison price (HCW delivered to the abattoir) for all
red and fallow deer carcases. Although data was also collected for rusa deer, the volume
of venison produced by these deer only averages about 6% of the total volume and there

are many months with no data so the data is not shown. These data do not include
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deductions for the statutory industry levy, processing and transport costs. Graph 9
shows the average venison price over the period shown while graph 10 compares the
average venison price between years.

Graph 9 — Average Venison Price ($/kg HCW)
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Graph 10 — Average Venison Price [Between Years Comparison] ($/kg HCW)
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Variation in Average Venison Value

Graph 11 shows the average venison price and maximum and minimum price paid
(HCW delivered to the abattoir) for all red deer carcases processed between 1998/99
and 2000/01. These data do not include deductions for the statutory industry levy,
processing and transport costs.
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Graph 11 — Range in Average Venison Price Paid for Red Deer ($/kg HCW)
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During the period described, the maximum price paid for red deer venison was up to

$1.44 above the average price and as much as $1.93 below the average price.

The mean difference between the average price and the maximum price was $0.67 while
the mean difference between the average price and the minimum price was $1.08 so the
mean range from maximum to minimum price for red deer venison during the period
described was $1.75.

Graph 12 shows the average venison price and maximum and minimum price paid
(HCW delivered to the abattoir) for all fallow deer carcases processed between 1998/99
and 2000/01. These data do not include deductions for the statutory industry levy,

processing and transport costs.

Graph 12 — Range in Average Venison Price Paid for Fallow Deer ($/kg HCW)
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During the period described, the mean difference between the average price and the
maximum price was $0.66 while the mean difference between the average price and the
minimum price was $0.86 so the mean range from maximum to minimum price for red
deer venison during the period described was $1.52.

The greatest difference between the average price and the maximum price was $1.49
and the greatest difference between the average price and the minimum price was $1.55.

Annual Pattern of Average Venison Prices

The pattern of changes in the relative prices paid for red and fallow deer venison during
the years 1998/99 to 2000/01 is shown in graph 13. The pattern clearly reflects the
pattern of European demand for venison and by interpretation the dependence of the
Australian venison industry on European demand. As the industry develops demand for
venison in markets other than Europe the wide price differential between maximum and

minimum prices is likely to lessen.

Graph 13 — Annual Pattern of Venison Price Variation
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Graphs 14 and 15 show that the greatest difference in variation from the maximum price
achieved by farmers occurs when average carcase weights are lowest. Graph 14 also
clearly demonstrates that for red deer and red deer hybrids, carcase weights above ideal
weight ranges do not attract more $ per kg HCW weight that those within ideal weight
ranges. Careful consideration must be given to assessments of the relative cost/benefit
of achieving carcase weights above ideal.

The net return to growers may be greater for larger animals but will be dependent of

cost efficiency of achieving the extra weight.
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Graph 14 — Annual Pattern of Red Deer Venison and HCW Variation
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Graph 15 — Annual Pattern of Fallow Deer Venison and HCW Variation

Pattern of Average Price and HCW Variation
Fallow Deer 1998/99 to 2000/01

0% 20
2% /-\-\-/.\\\ 28
4% 27

-6% \ 26
-8% f 25
24

-10%

-12% 23
o 4=§—.

-14% // 22

-16% { 21

Average HCW

Variation from maximum price

20

Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May June

—& Variation [__] Average HCW

Effect of the Exchange Rate on Average Venison Value

The relative value of the Australian dollar, as reflected by its rate of exchange with the
US dollar, has a significant effect on venison returns to farmers. Graph 16 clearly
demonstrates how closely linked the average price received by Australian deer farmers
for venison is to the relative value of the Australian dollar. The effect of the early 1999

Asian crisis on venison values is also clearly evident from the graph.
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Graph 16 — Effect of Exchange Rate on Average Value of Venison

Average Venison price
$4.00 $1.00
$3.80 $0.96
$3.60 EE— - $0.92
$3.40 V4 $0.88
$3.20 $0.84
2
> $3.00 $0.80 &
K] o
& s2.80 s076 £
= il 4t didididid 5
; $2.60 N 7 s072 2
[22]
o os2a0 —— M A a soe8 3
= A A a
g N TR PN 2
$2.20 X —= ] N $0.64 2
$2.00 SN / \W $0.60
$1.80 X N $0.56
$1.60 Sl Xw $0.52
$1.40 I T Y Y T B NN $0.48
PR EEEEEEEEEEEEEEEEEEEEEEEEEEEEER SIS
3885888888888 388888€828228¢8882888888¢8588838¢8¢
TLE L baH 2 0L aL L LML HaY oAt AT Aoy s ocd LS
§833386285288833386283522238§33z256288228£3
— Al —A— Average 1998/1999 —O— Exchange rate (value of AUD$1.00 in —- Average 2000/2001
—*— Average 1997/1997 —@— Average 1999/2000 uss$)

Effect of Likely Market for Venison

Graphs 17 and 18 clearly show the average difference in price paid for venison by those
who process in domestic abattoirs (domestic markets only) and those who process is

export-accredited abattoirs (principally for export markets).

Graph 17 not only shows that little red deer venison is processed in domestic works (no
values for many months) but in the financial years 1999/2000 and 2000/2001, returns to
farmers for red deer venison processed in domestic abattoirs was about 8% and 32%
less respectively than the return achieved for red deer venison processed in export
abattoirs.

Graph 17 — Difference in the average price paid for red deer venison processed in
domestic abattoirs and that processed in export abattoirs.
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Graph 18 not only shows that fallow deer venison is regularly processed in domestic
works (all months have a value) but in the financial years 1999/2000 and 2000/2001,
returns to farmers for fallow deer venison processed in domestic abattoirs was about

14% and 15% less respectively than the return achieved for fallow deer venison
processed in export abattoirs.

Graph 18 — Difference in the average price paid for fallow deer venison processed in
domestic abattoirs and that processed in export abattoirs.
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Export or Domestic Abattoirs

Graph 19 shows the percentage of all Australian venison that is processed in export-
accredited abattoirs. The graph shows that in all years more than 95% of red deer are
processed in export-accredited abattoirs and since 1998/98 more than 90% of all fallow
deer have been processed in export-accredited abattoirs.

Graph 19 — Percentage of Deer Processed in Export-Accredited Abattoirs.
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Velvet Antler Production

Industry estimates suggest that the majority (50 to 70%) of velvet antler (deer horn)
produced by the Australian deer industry is sold through the velvet pools managed by
the Australian Deer Horn and Co Products Company (ADH).

Most unprocessed velvet antler is sold to international buyers. Prices paid for velvet
antler produced by the Australian industry are strongly influenced by, and closely
linked, to prices paid to New Zealand deer farmers. Although prices received for
Australian velvet antler are linked to New Zealand prices (mostly sold to Korean
buyers), ADH continues to foster relationships with Chinese buyers of deer antler.

Graph 20 — Volume of Velvet Sold by ADH
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Graph 20 shows how the volume of velvet antler sold by ADH has grown since the
1993/94 season. The fall in the total volume of velvet processed by ADH following the
1997/98 pool is a reflection of:
(i) A fall in production as a consequence of the 1997/98 prices and:
(1)) An assumed increase in the volume of product sold outside the pools in a
belief of an opportunity to earn better returns from private sales.

The volume of velvet sold by ADH increased from 1998/99 t01999/2000 as a direct
result of velvet price improvements from 1997/98 to 1998/99 for product sold by ADH
and a general belief that prices for the 1999/2000 season would be greater than for the
1998/99 season.

A major reason that velvet production in 1999/00 did not recover to 1997/98 levels was
that as a direct result of the recovery of venison prices during 1999/00, a large number
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of males that could have produced velvet were processed for venison. Graph 21 shows
that the contribution of each species to the volume of velvet antler sold by ADH has

grown since the 1993/94 season.

Graph 21 — Volume of Velvet Sold by ADH by Species
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On average, since the 199394 season almost 90% of all velvet antler sold by ADH has
been produced by red deer and red deer hybrids. During the same period Elk/Wapiti
have produced about 4.0%, Fallow deer 4.0% and Rusa deer about 2.5% annually.

Velvet Antler Prices

Graph 22 shows how the value of velvet antler sold by ADH has grown since the
1993/94 season.

Graph 22 — Value of Velvet Sold by ADH
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Interestingly, the average value of velvet sold at the first ADH pool in most years
(1996/97 and 1998/99 are the only exceptions) is consistently greater that the average
value of velvet sold at the second pool each year. The obvious decrease in prices
achieved for antler sold in the 2000/01 season is related to economy difficulties in
Korea that made imports of the antler more difficult.

The graph shows that the eight season average price for velvet antler sold by ADH is
about $58.50 per kilogram fresh (unprocessed frozen) weight. Although not shown on
the graph, the average price of red deer antler over the same period was about $60.00
per kilogram but if a seven-year average (omitting the poor performance in 1997/98) is
calculated, the average price for red deer velvet is almost $67.00 per kilogram. Some
say that this is a more reasonable average on which investment budgets should be
calculated.

Graph 23 shows the variation in average prices between pools in each year and the
average price for all velvet in each year relative to the eight-year (beginning with the
1993/94 season) average price for all velvet sold by ADH.

Graph 23 — Value of Velvet Sold by ADH by Species
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From data presented in Graph 23 the major contributor to the eight season average price
for velvet antler sold by ADH is the value of red deer velvet however the low value of
fallow deer velvet reduces the industry average value. These eight-year averages for
each species are reasonable averages for use in planning budgets by those considering
investment in the deer industry.
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5. DISCUSSION

Quality Assurance

The ability of the industry to manage, proactively and responsibly, expectations of
governments and communities will contribute to either positive or negative perceptions and
images of the industry in all markets. A major emphasis of QA programs is the management

of animal health and welfare issues.

Key components of the Deer industry QA program are food safety and animal welfare and the
program expects that each person in the production chain takes responsibility for and
documents, all activity that occurs during the stage of production that they control. Standards
addressed by the Deer Industry QA programs cover a wide range of food safety risks and
include consideration of issues including: antibiotic residues; broken needles; drug
withholding periods; safety of supplementary feed and meat hygiene. Animal welfare issues
considered include provision of: adequate shelter; adequate feed; handling facilities;

veterinary care; transport facilities and accredited velveting practices.

The benefits of an industry QA program are increasingly obvious from observation of other
industries, both traditional and new. For example access to European markets for Australia’s
Ostrich and some aspects of poultry industries is less sure because of ongoing difficulties with
Newecastle Disease. In principal the industries have recently experienced difficulty in
satisfying European market animal health and welfare requirements in relation to Newcastle

Disease.

The 2001 banning by Korea of importation of velvet antler from Canada because of health
concerns (real or perceived) from Chronic Wasting Disease (CWD) also demonstrates the
importance of being able to guarantee, from well-maintained, objectively recorded data, to
consumers that product meets their minimum acceptable standards. Australia is one of a small
number of countries that is accepted as not having either Bovine Spongioform
Encephalopathy (BSE) or CWD.

It is important for all those in the deer industry to remember that the next person in the chain
solely determines the quality or value of a good or service. This means that the activities of
each person involved in the production, processing and marketing chain are determined by the
final consumer of the good or service and so quality requirements must be determined from
the end user back through the marketing, processing and production systems.

25



Well maintained industry QA programs provide industry leaders with information they
require to counter unreasonable reports related to the welfare of farmed deer. They also
promote the relationship between production practices that ensure animal welfare
requirements are maintained and the availability of high quality, uncontaminated, products for
human consumption.

To be credible and accepted by the marketplace as a reasonable guarantee of food safety and
commitments to animal welfare, QA programs must be open to regular audit by both program
administrators and the market place. The Australian Deer industry QA programs managed by
industry on behalf of its members provides that credibility and accountability required by the
marketplace.

Quality Assurance may not necessarily guarantee a premium price for products, but it may
well guarantee market access for product. In other words, in the near future, it is likely that
unless a product meets a minimum (externally audited) quality standard, market access will be
limited. However, most industry groups who adopt quality assurance programs notice an
improvement in profitability through an improvement in management control associated with
record keeping undertaken as part of quality assurance accreditation.

If the industry does not meet requirements of importing countries, its access to markets is
likely to be restricted. For example, the industry must maintain its commitment to quality
assurance requirements (cleaning and disinfection of transports) for transportation of stock

destined to EU markets to ensure continued market access for its venison.

Industry leader must continually encourage domestic and international users of the Industry’s
products and services to, where possible, preferentially purchase from suppliers who are
accredited by the industry Quality Assurance program and use the industry accreditation
marks to demonstrate their commitment to quality.

All Australian Deer industry members are encouraged to adopt the industry QA program and
in turn help guarantee market access for those sectors of industry concerned with marketing

their products that in turn will help guarantee the industry’s sustainable and profitable future.

Venison

Data produced by the 1997-1999 RIRDC-funded project 'The Development of the Deer
Industry as a Major Australian Livestock Industry' and this project show a wide variation in
weight of carcases processed by Australia’s venison processors. Although seasonal influences
and natural change in body weight contributes significantly to this variation in carcase weight,
experience suggests that a significant proportion of underweight animals during spring,

summer and autumn result from inadequate nutrition regimes. Research data from around the
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world and local experience suggests that with appropriate feed management and considered
use of genetics, the difficulties in maintaining body weight and growth rates during the
winter, especially for male stock, can be minimised.

Average Carcase Weight Distribution and Average Price for Weight Ranges

Graphs 24, 25 and 26 show the average percentage of carcases within each specified
weight range and the average carcase price for each of the weight ranges for red fallow
and rusa deer for the years 1998/99 to 2000/01.

Graph 24 shows that while the range of average carcase weight for the greatest
percentage of deer sold was 40 to 60 kilograms, the average price ($/kg HCW) is
greatest for carcases that weigh from 60 to 70 kgs. The price data suggests that the
preferred, “ideal’ red deer carcase weight required by processors is within the range 55
to 75 kilograms. The inference from the graph is returns to farmers could be improved

by increasing average carcase weights of red deer sold.

Graph 24 — Average Carcase Distribution and Price for Red Deer
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Data for fallow deer is summarized in Graph 25. The graph shows that the greatest
percentage of fallow deer sold have average carcase weights that are less than 26
kilograms while the average price ($/kg HCW) is greatest for carcases that weigh from
26 to 30 kilograms.

The data suggests that the preferred, ‘ideal’ fallow deer carcase weight required by

processors is from 26 to 30 kilograms. This data clearly shows that the returns to

farmers could be improved by increasing average carcase weights of fallow deer sold.
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Graph 25 — Average Carcase Distribution and Price for Fallow Deer
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Data for rusa deer is summarized in Graph 26. The graph shows that the greatest

percentage of rusa deer sold have average carcase weights from 30 to 45 kilograms

while the average price ($'kg HCW) is greatest for carcases that weigh from 40 to 45

kilograms.

Although this data shows that the average carcase weight of rusa deer more closely

matches the highest average carcase price achieved, returns to farmers could be

improved by increasing the number of rusa deer carcases that are close to an “ideal’

weight of 40 to 55 kilograms.

Graph 26 — Average Carcase Distribution and Price for Rusa Deer
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Average Carcase Price for Ideal Weight Ranges

From average price data displayed in graphs 24, 25 and 26, prime weight ranges for red,
fallow and rusa deer are 55 to 75 kgs, greater than 26 kgs and 45 to 55 kgs respectively.
Graphs 27, 28 and 29 not only show the average percentage of carcases within the
nominated prime weight range, less than the prime weight range and greater than the
prime weight range for each species but also the average carcase price for carcases in
each group for the years 1998/99 to 2000/01.

Graph 27 — Average Carcase Distribution and Price for Red Deer
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Graph 28 — Average Carcase Distribution and Price for Fallow Deer
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Graph 29 — Average Carcase Distribution and Price for Rusa Deer
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A cause for concern for each species is that more than 50% of carcases processed weigh
less than the ideal weight range. The average reduction in price ($/’kg HCW) paid for
carcases less than ideal weight during the years 1998/99 to 2000/01 is $0.82, $0.48 and
$0.59 for red, fallow and rusa deer carcases respectively.

The graphs for red and rusa deer also demonstrate that carcases that are heavier than

ideal are also discounted, by an average of $0.37 and $0.37 respectively.

During the years 1998/99 to 2000/01 an average of only 37.9% of red, 35.2% of fallow
and 19.1% of rusa deer carcases had weights within the ideal range for each species.

The dramatic difference in the prices paid to farmers for stock above and below 'ideal’
carcass weights is obvious. When these price differences are considered in conjunction
with the percentage of carcasses within weight ranges a new perspective on low grower
returns is obvious. Clearly, a significant opportunity to improve average grower returns
by improving average carcase weight is evident from this data.

Farm Gate Value of Venison

The total farm gate value ($/kg HCW) of venison produced by cooperating processors is
shown in tables 1 to 4.
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Table 1. Total Farm Gate Value of Venison

Year Total Value Average Value ($/kg HCW)
1998/99 $3.04M $2.30
1999/00 $4.93M $2.69
2000/01 $5.94M $3.54

Table 2. Farm Gate Value of Red Deer Venison

Year Total Value Average Value ($/kg HCW)
1998/99 $1.72M $2.44
1999/00 $2.36M $2.71
2000/01 $3.65M $3.79

Table 3. Farm Gate Value of Fallow Deer Venison

Year Total Value Average Value ($/kg HCW)
1998/99 $1.17M $2.16
1999/00 $2.16M $2.64
2000/01 $2.07M $3.18

Table 4. Farm Gate Value of Rusa Deer Venison

Year Total Value Average Value ($/’kg HCW)
1998/99 $0.15M $1.91
1999/00 $0.46M $2.84
2000/01 $0.21M $3.30

Venison Production Summary

A summary of Australia’s venison production is shown in table 6 to 9 below.

Table 6. Total Volume of Venison Processed by Cooperating Processors

Year Total Number Total HCW (Tonnes) Average HCW (Kg)
1998/99 36,570 1,323 35.8
1999/00 56,105 1,832 32.0
2000/01 45,757 1,679 353
Table 7. Red Deer Processed by Cooperating Processors

Year Total Number Total HCW (Tonnes) Average HCW (Kgs)
1998/99 12,928 703 54.4

1999/00 17,140 870 50.7

2000/01 18,026 963 53.4
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Table 8. Fallow Deer Processed by Cooperating Processors

Year Total Number Total HCW (Tonnes) Average HCW (Kgs)
1998/99 22,128 542 24.5
1999/00 36,065 816 22.6
2000/01 27,647 651 23.5
Table 9. Rusa Deer Processed by Cooperating Processors
Year Total Number Total HCW (Tonnes) Average HCW (Kgs)
1998/99 1,883 77 41.1
1999/00 3,952 147 37.1
2000/01 1,851 65 35.0

Average Prices of Animals Sold for Venison

Tables 10 and 11 show the difference in the average price (not including deductions for
the industry levy or other costs associated with transport) achieved by farmers for red
and fallow deer of different live weights.

Table 10. Value of Red Deer Processed
by Cooperating Processors

Table 11. Value of Fallow Deer
Processed by Cooperating

(2000/2001) Processors 2000/2001)
HCW (kg) HCW (kg)

Red Deer 45 55 65 Fallow Deer 20 24 28
Jul-2000 $134 $191 $286 Jul-2000 $55 $71 $103
Aug-2000 | $140 $204 $299 Aug-2000 $56 $68 $89
Sep-2000 | $158 $218 $276 Sep-2000 $57 $76 $95
Oct-2000 | $170 $224 $277 Oct-2000 $59 $79 $98
Nov-2000 | $153 | $222 | $276 Nov-2000 $54 | $76 | $93
Dec-2000 | $154 $216 $280 Dec-2000 $56 $80 | $104
Jan-2001 | $147 $196 $274 Jan-2001 $55 $78 | $103
Feb-2001 | $169 $217 $279 Feb-2001 $55 $77 | $107
Mar-2001 | $165 $242 $293 Mar-2001 $63 $81 $93
Apr-2001 | $212 $264 $358 Apr-2001 $68 $73 $89
May-2001 | $157 $197 $301 May-2001 $59 $77 $86
Jun-2001 | $164 $194 $329 Jun-2001 $66 $78 $89

As can be seen by the data in the tables, the average increase in farmer returns achieved
for red deer carcases from each increase of 10 kilograms of carcase weight from 45 to
65 kg during 2000/2001 was about $55.00 or $5.50 per kilogram. Similarly, the average
increase in farmer returns achieved for fallow deer carcases from each increase of 4
kilograms of carcase weight from 20 to 28 kg during 2000/2001 was about $20.00 or
$5.00 per kilogram

The obvious effect of the improvement in carcase weight is an increase farmer returns
and an increased profitability.
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Some Venison Market Comparisons

Farmers receive at least 15% less for venison sold on for processing in domestic only
abattoir compared to that sold for processing export-licensed abattoirs. Graphs 14 and
15 provide an indication of how much less domestic consumers are prepared to pay for
venison and perhaps contribute to the understanding of why most Australian venison is

exported.

Data presented in graph 16 suggests that the majority of venison consumed domestically
in Australia is sourced from fallow deer.

Venison Price Variations

The range between maximum and minimum price paid for red deer venison is greater
than that recorded for fallow deer venison. The mean variation above (maximum price)
the average price per kilogram was about the same for both species (about $0.65/kg)
while the mean variation below (minimum price) the average was about $1.05 for red
deer and $0.85 for fallow deer.

Velvet antler

Quality

The National Velvet Accreditation Scheme (NVAS) developed by the Deer Industry
Association of Australia and the Australian Veterinary Association, is designed to
ensure that those people directly involved in the removal of velvet antler from deer are
appropriately trained and competent to remove the antler. Accreditation includes
training in the use of drugs, animal welfare, harvesting techniques, and quality

assurance handling of velvet that has been harvested.
A measure of the success of the scheme, in terms of the quality of the velvet sold by the
industry operated velvet pools (ADH), is the change in percentage of velvet classified in

higher and lower value categories.

Graph 30 shows the variation in quality of velvet beginning with the 1993/94 season for
velvet sold by ADH.
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Graph 30 — Average Quality of Red Deer Velvet Sold by ADH
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Of the red deer velvet antler sold by the ADH from the 1993/94 pools, approximately
5.3% was classified within the top four grades (A and B). Another 22.1% was classified
in the second two grades (C and D). Of the remainder, approximately 49.8% was
classified as either E grade, overgrown (OG), damaged (DMG) or hard horn (HH). The
remaining velvet was classified as either regrowth (RG), Taiwanese (TW) or Spiker
(SP) velvet.

Using the same grouping of quality classifications the red deer velvet antler sold by
ADH from the 2000/01 pools can be regarded as significantly better quality. Almost
42% was classified as either A or B grade, almost 23% as C or D grade and less than
18% as either E, OG, DMG or HH grades. These data show a significant increase in the
percentage of velvet sold that is graded into the top four grades and a reciprocal
decrease in the less desirable qualities.
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Graph 31 — Average Value of Red Deer Velvet Sold by ADH

Average price for red deer velvet

e T AN
S On b
y
N\

@
®
=1

[

Average velvet price ($/kg)

$40

$20

$0
93/94 94/95 95/96 96/97 97/98 98/99 99/2000 00/01

—i Grades A and B—— Grades C and D—A— Grades E, OG, DMG and HHL_] Average

Graph 31 shows how the average value of high and poor quality velvet has changed
since the 1993/94 season. The most obvious factor that can be identified from the graph
is that as average price increases the difference between the price realised for better and

poorer quality velvet increases.

Conversely, when prices are poor there is less difference between the average price of

the top four grades and other velvet.

Although the Australian industry can demonstrate its improvement in average velvet
quality, most observers suggest the average quality of velvet offered for sale can
improve still further.

Average velvet prices have improved in recent years as shown by data above however
the velvet antler industry is likely to remain volatile. The international production of
velvet antler, and its availability to national markets, has continued to rise in recent
years. The increase has been principally due to increasing production in New Zealand,
Australia and Canada.

Annual production of velvet antler can be dramatically reduced by slaughtering male
stock or increased after a lag period by retaining male stock.
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6. IMPLICATIONS

Australian deer farmers should seek to maintain and improve their average returns by
concentrating their efforts on factors they can easily influence and rely on those involved in
marketing products to access and develop those markets.

Data presented in the report clearly shows the significant reduction in farmer returns that
result for processing animals with less than ideal carcase weight. The principal factor that the
industry should consider in an effort to improve returns to growers is to improve the average
quality of stock committed for processing. This is especially important, as factors that are
most responsible for the relatively high venison prices currently experienced by the industry,
are factors over which it has no control (relatively low value of the Australian dollar and BSE
influenced high European demand caused by preference for red meat other than beef). If the
effect of these uncontrollable influences changes, farmer returns may fall unless the average
quality (carcase weight) of animals processed improves.

As described in the results and discussion sectors of this report, herd growth and production
estimates can be significantly affected by average reproductive performance of the national
herd and the rate at which female stock are culled from the herd. Although data collected on
the industry herd, its structure and its reproductive performance are not perfect they do allow

the development of reasonable production forecasts.

Further, a planned approach to extension programs aimed at increasing production from large
commercial herds (those large enough to provide a reasonable standard of living for its
owners) should be a priority. Programs that include ideal nutrition management and
management timing of animal sales to provide entire males, castrates and females for
processing throughout the year, should improve the average carcase weight of deer processed

and subsequently returns to farmers.

Collectively, the industry's producers can play a major role in improving their returns by
adopting and promoting the Industry Quality Assurance (QA) program and encouraging
processors to discount payments made to growers who do not embrace the program. Adoption
of the QA program and development of strategic alliances with marketers to supply stock that
meet defined specifications, can only help to stabilise venison returns to growers.

Although an immediate commitment to the Quality Assurance program may not specifically
provide new market opportunities and produce an immediate increase in the average venison
price, it is fair to say without the commitment, future access to most international and
domestic markets is likely to be severely restricted.
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Specifications for the industry quality marks have been developed by this project and have
been registered by the Deer Industry Company on behalf of the DIAA. The Trade Practices
Commission and the Australian Competition and Consumer Commission have almost finished
their review of the specifications.

Individual producers, transporters and processors will be able to access the Marks that will be
made available under licence by the DIAA. Industry is hopeful that the mark will become
increasingly recognised in international and domestic markets as a symbol of quality that is
backed by a commitment of all industry sectors to ensure that products consistently meet or
exceed consumer expectations.

The venison statistics program VenStat, developed as part of this project, will be made
available, for a fee, to Australian venison processors on the understanding they will provide
summary venison statistics that the program produces to a central database for analysis and
dissemination to industry.

VenStat will be advertised and promoted at the August 2001 Australian Deer Industry

Conference and will be promoted to potential international clients at the Fourth World Deer
Conference in the USA (Texas) in February 2002.
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7. RECOMMENDATIONS

1.

The industry should actively encourage the use of the VenStat program by all venison
processors and make it available to all Australian processors at a price that encourages
them to use it.

The statistical information collected and analysed by this project is objective data that
will be useful to demonstrate the continuing improvement in market prices and positive
market information to potential new industry participants.

Data collected by the VenStat program will add to the Industry’s growing database and
provide detail not previously collected on sex of animals processed and in the future
details about condition score, age at slaughter and amount of bruising. This information
is vital requirement for planning marketing and production strategies and for identifying
quality assurance issues that can influence farmer returns.

The VenStat program will allow processors to more fully report information about each
animal processed to growers.

The Australian industry must actively adopt and promote its quality assurance program
that is aimed to give consumer confidence in Australia's production and the deer

industry generally

There are many international and local examples of the importance of industry managed
quality assurance programs. To ensure growth of international market outlets the
Australian industry must actively adopt and promote its quality assurance program that
is aimed to give consumer confidence in Australia's production and the deer industry
generally.

A range of strategies should be considered to improve the average hot carcase weight

of deer processed in Australia

Data produced by this project shows a considerable discount in farmer returns for
venison that does not meet ideal weight specifications. Although natural seasonal
influences affect the hot carcase weight of deer, inadequate nutrition is a major reason
for inadequate hot carcase weight.
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Current venison prices are principally a function of factors that are beyond industry
control and average venison quality (as determined by average hot carcase weight data)
has changed little since April 1998. To provide a more stable basis for venison prices
the average hot carcase weight venison must be improved and the variation around the
average must be reduced.

Research in Australia and New Zealand along with the wide variation in hot carcase
weight of animals processed in Australian abattoirs suggests that improved producer

management of deer can improve aspects of poor carcase quality.

Strategies that should be considered include:

(1) Bench Marking of a series of properties to demonstrate management
techniques to achieve ideal carcase weight;

(i)  Detailed cost benefit analysis of achieving ideal hot carcase weight;

(iii))  Training of Australian deer farmers and processors in live body condition
score (BCS) assessment of deer;

(iv) A continuation of the regular and open reporting of market information to
industry.
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APPENDIX 1 — Venison Price Schedule

Calculator Outp

Sample out puts for Red Deer calculations

ut

RED DEER STANDARD CARCASE PRICE CALCULATOR

[Standard HSCW [kgs] | 550 [Currency Units DM
Break Down of Standard [55.0] kgs Carcase
Cut STD Yield| Weight CIF | Total CIF value Exchange |Total Value
% [kgs] |[DM/kg] [DM] Rate AUD$
Striploin 7.0% 3.850 20.00 77.00 Value $59.69
Tenderloin 1.5% 0.825 10.00 8.25 of $6.40
Leg cuts 18.0% 9.900 10.00 99.00 AUD$1.00 $76.74
Heel Muscle 1.0% 0.550 10.00 5.50 in $4.26
Osso Bucco 2.3% 1.265 7.00 8.86 Selected $6.86
Boneless Shoulder, Shank On 17.5% 9.625 7.00 67.38 Currency (DM)| $52.23
Boneless Neck 2.5% 1.375 5.00 6.88 1.29 $5.33
Spare Ribs 3.0% 1.650 5.00 8.25 $6.40
Diced Goulash 5.0% 2.750 4.95 13.61 $10.55
Flank and Brisket 12.2% 6.710 5.00 33.55 $26.01
0.0% 0.000 0.00 0.00 $0.00
0.0% 0.000 0.00 0.00 $0.00
0.0% 0.000 0.00 0.00 $0.00
0.0% 0.000 0.00 0.00 $0.00
Bones, Fat, Waste, Shrinkage 30.0% 16.500 0.00 0.00 $0.00
[Total 100.0% | 55.000 328.27 $254.47
Summary Calculations
Production and marketing costs Unit cost | Total cost
Standard Freight cost ($/kg) $0.40 $15.40
Slaughter cost ($/head) $45.00 | $45.00
Boning and Packaging ($/kg HSCW) $1.30 $71.50
Marketing(% of CIF value) 3.0% $8.35
Net Meat Value of HSCW $114.22
Net Value of Recoveries
Skin $8.00
Tails $10.00
Sinews $3.00
Pizzles $3.00
Other $0.00
Other $0.00
Total Recoveries $24.00
[Total Net Value of Standard Carcase $138.22
Processing/Marketing cost for standard carcase $2.55
Farmers schedule price for standard carcase $2.51
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STANDARD PRICE SCHEDULE CALCULATOR (Page 1)

RED DEER PREMIUM SPECIFICATION AND PRICE SCHEDULE CALCULATOR

Price code
Direct (Own) value or Model defined value 2 (O/M)[ M |
Price Specification
Direct input ($/kg HSCW) $3.00 Sex m Male
Model defined ($/kg HSCW) $2.51 Condition Score 3 Prime
\Weight Range 55.0 - 59.9
Code
[6/kg HSCW [ $2.51 |
DISCOUNTS [Percent above (+ value) and below (- value) premium value]
[Percentage in cell relating to premium specification must = 0%]
SEX HOT STANDARD CARCASE WEIGHT
Code Class Percent Code Class Percent
m MALE 0.0% Premium 1 0.0 -30.0 -52.0%
f FEMALE | -5.0% 2 30.0-34.9 -35.0%
c CASTRATE | -2.5% 3 35.0-39.9 -20.0%
4 40.0-44.9 -10.0%
5 45.0 - 49.9 -5.0%
6 50.0 - 54.9 0.0%
CONDITION SCORE 7 55.0 - 59.9 0.0% |Premium
Code Class Percent 8 60.0 - 64.9 -5.0%
1 Emaciated |-100.0% 9 65.0 - 69.9 -10.0%
2 Store -10.0% 10 70.0-74.9 -20.0%
3 Prime 0.0% Premium 11 75.0-79.9 -30.0%
4 Fat -10.0% 12 80.0 - 84.9 -35.0%
5 Over Fat | -25.0% 13 85.0 - 89.9 -35.0%
14 90.0-94.9 -35.0%
15 95.0-99.9 -35.0%
16 100.0 - 104.9 -35.0%
17 105.0 - 109.9 -35.0%
18 110.0 - 114.9 -35.0%
19 115.0- 119.9 -35.0%
20 120.0 - 124.9 -35.0%
21 125.0 - 129.9 -35.0%
22 130.0- 134.9 -35.0%
23 135.0 - 139.9 -35.0%
24 140.0 - 1000.0 | -35.0%
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STANDARD PRICE SCHEDULE CALCULATOR (Page 2)

RED DEER PRICE SCHEDULE [$/KG HSCW] Male
Live Condition Score
Weight 1 2 3 4 5
Range Emaciated Store Prime Fat Over Fat
0.0-30.0 NV $0.12 $0.16 $0.12 $0.08
30.0-34.9 NV $1.07 $1.26 $1.07 $0.78
35.0-39.9 NV $1.49 $1.70 1.49 $1.17
40.0-44.9 NV $1.81 $2.04 $1.81 $1.47
45.0-49.9 NV $2.02 $2.26 $2.02 $1.67
50.0 - 54.9 NV $2.22 $2.47 $2.22 $1.85
55.0 - 59.9 NV $2.29 $2.54 $2.29 $1.91
60.0 - 64.9 NV $2.22 $2.48 2.22 $1.83
65.0 - 69.9 NV $2.13 $2.39 $2.13 $1.73
70.0-74.9 NV $1.89 $2.17 $1.89 $1.49
75.0-79.9 NV $1.65 $1.92 $1.65 $1.24
80.0-84.9 NV $1.53 $1.81 $1.53 $1.11
85.0 - 89.9 NV $1.55 51.83 1.55 $1.13
90.0-94.9 NV $1.56 $1.85 $1.56 $1.14
95.0-99.9 NV $1.58 $1.86 $1.58 $1.15
100.0 - 104.9 NV $1.59 $1.88 $1.59 $1.16
105.0 - 109.9 NV $1.60 $1.89 $1.60 $1.16
110.0 - 114.9 NV $1.61 $1.90 $1.61 $1.17
115.0- 119.9 NV $1.62 $1.91 $1.62 $1.18
120.0 - 124.9 NV $1.63 $1.92 1.63 $1.18
125.0 - 129.9 NV $1.64 $1.93 $1.64 $1.19
130.0 - 134.9 NV $1.64 $1.94 $1.64 $1.20
135.0 - 139.9 NV $1.65 $1.95 $1.65 $1.20
140.0 - 1000.0 NV $1.79 $2.11 $1.79 $1.30

Return Costs Max
from of Farm
Meat Processing Payment

$/kg HSCW $/kg HSCW $/kg HSCW
$5.06 $4.73 $0.33
$5.06 $3.12 $1.94
$5.06 $2.93 $2.13
$5.06 $2.79 $2.27
$5.06 $2.68 $2.38
$5.06 $2.59 $2.47
$5.06 $2.52 $2.54
$5.06 $2.45 $2.61
$5.06 $2.40 $2.66
$5.06 $2.35 $2.71
$5.06 $2.31 $2.75
$5.06 $2.28 $2.78
$5.06 $2.25 $2.81
$5.06 $2.22 $2.84
$5.06 $2.19 $2.87
$5.06 $2.17 $2.89
$5.06 $2.15 $2.91
$5.06 $2.13 $2.93
$5.06 $2.12 $2.94
$5.06 $2.10 $2.96
$5.06 $2.08 $2.98
$5.06 $2.07 $2.99
$5.06 $2.06 $3.00
$5.06 $1.81 $3.25
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STANDARD PRICE SCHEDULE CALCULATOR (Page 3)

RED DEER PRICE SCHEDULE [$/KG HSCW] Female
Live Condition Score
Weight 1 2 3 4 5
Range Emaciated| Store Prime Fat Over Fat
0.0-30.0 NV $0.11 $0.14 $0.11 $0.06
30.0-34.9 NV $0.97 $1.16 0.97 50.68
35.0-39.9 NV $1.38 $1.59 $1.38 $1.06
40.0-44.9 NV $1.70 $1.93 $1.70 $1.36
45.0-49.9 NV $1.90 $2.14 $1.90 $1.55
50.0 - 54.9 NV $2.10 $2.35 $2.10 $1.73
55.0 - 59.9 NV $2.16 $2.42 2.16 $1.78
60.0 - 64.9 NV $2.09 $2.35 $2.09 $1.69
65.0 - 69.9 NV $2.00 $2.26 $2.00 $1.60
70.0-74.9 NV $1.76 $2.03 $1.76 $1.35
75.0-79.9 NV $1.51 $1.79 $1.51 $1.10
80.0 - 84.9 NV $1.39 $1.67 $1.39 $0.97
85.0-89.9 NV $1.41 $1.69 $1.41 $0.98
90.0-94.9 NV $1.42 $1.70 1.42 50.99
95.0-99.9 NV $1.43 $1.72 $1.43 $1.00
100.0 - 104.9 NV $1.44 $1.73 $1.44 $1.01
105.0 - 109.9 NV $1.45 $1.75 $1.45 $1.02
110.0 - 114.9 NV $1.46 $1.76 $1.46 $1.02
115.0- 119.9 NV $1.47 $1.77 1.47 $1.03
120.0 - 124.9 NV $1.48 $1.78 $1.48 $1.04
125.0- 129.9 NV $1.49 $1.79 $1.49 $1.04
130.0 - 134.9 NV $1.49 $1.79 $1.49 $1.05
135.0- 139.9 NV $1.50 $1.80 $1.50 $1.05
140.0 - 1000.0 NV $1.62 $1.95 $1.62 $1.14
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Return
from
Meat

$5.06
$5.06
$5.06
$5.06
$5.06
$5.06
$5.06
$5.06
$5.06
$5.06
$5.06
$5.06
$5.06
$5.06
$5.06
$5.06
$5.06
$5.06
$5.06
$5.06
$5.06
$5.06
$5.06
$5.06

Costs
of

Max
Farm

Processing Payment
$/kg HSCW $/kg HSCW $/kg HSCW

$4.73
$3.12
$2.93
$2.79
$2.68
$2.59
$2.52
$2.45
$2.40
$2.35
$2.31
$2.28
$2.25
$2.22
$2.19
$2.17
$2.15
$2.13
$2.12
$2.10
$2.08
$2.07
$2.06
$1.81

$0.33
$1.94
$2.13
$2.27
$2.38
$2.47
$2.54
$2.61
$2.66
$2.71
$2.75
$2.78
$2.81
$2.84
$2.87
$2.89
$2.91
$2.93
$2.94
$2.96
$2.98
$2.99
$3.00
$3.25



STANDARD PRICE SCHEDULE CALCULATOR (Page 4)

RED DEER PRICE SCHEDULE [$/KG HSCW] Castrate
Live Condition Score
Weight 1 2 3 4 5
Range Emaciated| Store Prime Fat Over Fat

0.0 - 30.0 NV $0.12 $0.15 $0.12 $0.07
30.0-34.9 NV $1.02 $1.21 $1.02 50.73
35.0-39.9 NV $1.44 $1.65 $1.44 $1.12
40.0-44.9 NV $1.76 1.98 1.76 $1.42
45.0-49.9 NV $1.96 2.20 51.96 51.61
50.0 - 54.9 NV $2.16 $2.41 $2.16 $1.79
55.0 - 59.9 NV $2.23 $2.48 $2.23 51.84
60.0 - 64.9 NV $2.15 $2.41 $2.15 $1.76
65.0 - 69.9 NV $2.06 2.33 2.06 $1.66
70.0-74.9 NV $1.83 2.10 51.83 51.42
75.0-79.9 NV $1.58 $1.85 $1.58 $1.17
80.0-84.9 NV $1.46 $1.74 $1.46 $1.04
85.0 - 89.9 NV $1.48 $1.76 $1.48 $1.06
90.0-94.9 NV 51.49 1.78 1.49 $1.07
95.0-99.9 NV $1.50 1.79 51.50 $1.07
100.0 - 104.9 NV $1.52 $1.81 $1.52 $1.08
105.0 - 109.9 NV $1.53 $1.82 $1.53 51.09
110.0 - 114.9 NV $1.54 $1.83 $1.54 $1.10
115.0-119.9 NV 51.55 51.84 $1.55 $1.10
120.0 - 124.9 NV $1.55 $1.85 $1.55 $1.11
125.0-129.9 NV $1.56 1.86 1.56 $1.12
130.0 - 134.9 NV $1.57 1.87 51.57 $1.12
135.0-139.9 NV $1.58 $1.88 $1.58 $1.13
140.0 - 1000.0 NV $1.71 $2.03 $1.71 $1.22
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Return Costs Max
from of Farm
Meat Processing Payment

$/kg HSCW $/kg HSCW $/kg HSCW
$5.06 $4.73 $0.33
$5.06 $3.12 $1.94
$5.06 $2.93 $2.13
$5.06 $2.79 $2.27
$5.06 $2.68 $2.38
$5.06 $2.59 $2.47
$5.06 $2.52 $2.54
$5.06 $2.45 $2.61
$5.06 $2.40 $2.66
$5.06 $2.35 $2.71
$5.06 $2.31 $2.75
$5.06 $2.28 $2.78
$5.06 $2.25 $2.81
$5.06 $2.22 $2.84
$5.06 $2.19 $2.87
$5.06 $2.17 $2.89
$5.06 $2.15 $2.91
$5.06 $2.13 $2.93
$5.06 $2.12 $2.94
$5.06 $2.10 $2.96
$5.06 $2.08 $2.98
$5.06 $2.07 $2.99
$5.06 $2.06 $3.00
$5.06 $1.81 $3.25



RED DEER WEIGHT RANGE SPECIFICATION

HSCwW
Lowest Maximum
Weight in Weight in
Range Range
0.0 30.0
30.0 34.9
35.0 39.9
40.0 44.9
45.0 49.9
50.0 54.9
55.0 59.9
60.0 64.9
65.0 69.9
70.0 74.9
75.0 79.9
80.0 84.9
85.0 89.9
90.0 94.9
95.0 99.9
100.0 104.9
105.0 109.9
110.0 114.9
115.0 119.9
120.0 124.9
125.0 129.9
130.0 134.9
135.0 139.9
140.0 1000.0
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