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Executive Summary

The Wimmera-Southern Mallee Region is currently experiencing the worst drought since
records began. This follows nine years of below average rainfall including another drought
in 2002.

In response, the Wimmera Development Association (WDA), on behalf of the municipalities
of Buloke Shire, Hindmarsh Shire, Horsham Rural City, Northern Grampians Shire, West
Wimmera Shire and Yarriambiack Shire, commissioned a report to assess the current state
of, and identify future directions for, the region.

The study involved a suite of tasks involving literature reviews, business surveys and focus
groups in order to develop a picture of the extent of drought and its impacts on businesses
and communities of the region. This was complemented by an examination of current
drivers of the region and identification of recommendations to support businesses and the
communities as they deal with the drought and its impacts.

Rainfall for the 2006 year in the region was generally between 40% and 60% of mean
annual rainfall with some centres recording their lowest ever rainfall. The impact of the run
of dry years has meant that inflows to the region’s water storages have declined from
315,000ML/yr to 84,000 ML/yr since 1996. The region’s storages are now down to a record
low of approximately 4.5% of total capacity.

Drought in 2006 resulted in an 80% reduction in grain production and 40% reduction in
livestock production. Economic modelling of the loss of income from the agricultural sector
showed that there was a loss of $1.047 billion of regional output with a further indirect loss of
$130 million from other sectors.

In a regional economy that is significantly dependent on agriculture, the drought has had a
considerable impact on many businesses that are directly reliant on agriculture, most notably
decline in income and increased debt. Further impacts have been felt, and are expected to
increase during 2007, for a range of other businesses within the region, eg. retalil,
manufacturing.

Businesses are taking various measures to cope with the impacts however in the
agribusiness sector alone, 85 surveyed businesses reported a loss of 245 full time
equivalent jobs.

Research in Australia over the last decade has identified social and subsequent economic
impacts of drought. These include unemployment; reduced access to education; increase in
rural poverty; reduction in access to health and welfare; population decline; loss of social
capital; loss of institutional capital; reduced agricultural workforce; and stress in farm families
and communities. In addition, the health impacts of drought have been identified and relate
to continuous stress, increased workload and reduced income. These in turn affect family
relationships, individual mental health and health-related behaviours. These impacts may be
masked by the region’s high level of resilience and community strength.

Drought related social impacts are becoming evident across the Wimmera Southern Mallee
region and are not restricted to the farming sector.

RMCG Consultants for Business, Communities & Environment Page 1



Wimmera Southern Mallee Drought Report 2007
Final Report

Numerous assistance measures to support farming families in EC declared areas have been
provided, whilst non-farm businesses, until recently, have been largely ignored. This study
has made a series of recommendations to address both the immediate and long-term
impacts of the drought experienced by businesses and communities. These
recommendations are complementary to the existing suite of drought support programs that
are currently being delivered in the Wimmera-Southern Mallee region.

Further recommendations are made to strengthen investment, coordination and delivery of
key regional development and infrastructure initiatives that are necessary to support the on-
going growth and prosperity of the region, particularly in light of the potential impacts on
agriculture and water availability arising from climate change.

RMCG Consultants for Business, Communities & Environment Page 2
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1 Introduction

The Wimmera-Southern Mallee Region is currently experiencing the worst drought since
records began. This follows nine years of below average rainfall including another drought
in 2002.

In response, the Wimmera Development Association (WDA), on behalf of the municipalities
of Buloke Shire, Hindmarsh Shire, Horsham Rural City, Northern Grampians Shire, West
Wimmera Shire and Yarriambiack Shire, commissioned a report to assess the current state
of, and identify future directions for, the region.

A project steering committee was established comprising representatives from Wimmera
Uniting Care, Department of Primary Industries, Regional Development Victoria, GWMWater
and the WDA.

In order to develop an assessment of the current situation and the future directions for the
region, the steering committee set the following objectives:

- ldentify actions to address investment, jobs, exports and growth in the region
- Research and evaluate current and relevant reports pertaining to the region

- Assess the impact of dry and adverse seasonal conditions on the region's
economy

- ldentify the strengths and weaknesses of the region
- ldentify emerging industries and opportunities for diversification

- ldentify barriers to economic development including regulatory, cost differentials
and infrastructure constraints

- Develop a range of scenarios to enable regional stakeholders to plan in the short,
medium and long term

- Apply economic modelling to assess the impact of the loss of income from the
agricultural sector to the regional economy

This State of the Region Report has been funded by Regional Development Victoria.

RMCG Consultants for Business, Communities & Environment Page 3
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2 Methodology

The project steering committee established a Terms of Reference for the study which
identified five tasks to be undertaken:

Desktop study- to collate and document current knowledge about the impact of dry and
adverse seasonal conditions on the region’s economy, including trends in agriculture,
agribusiness and demographics.

Business Survey- impacts on regional businesses that wholly and/or largely rely on the
agricultural sector.

Workshop/Focus Groups- SWOT analysis including emerging industries and
opportunities in agribusiness, actions to identify investment, jobs and export growth and
identify barriers to economic development.

Scenario Planning- including economic modelling for the impact of dry and adverse
seasonal conditions in the short, medium and long term upon the region.

Compilation of Report- to include desk top study findings, business survey, SWOT
analysis, scenario planning and future directions for the region.

Water In Drylands Collaborative Research Program (WIDCORP) and RM Consulting Group
were separately engaged to undertake the various tasks.

Separate reports on each of the tasks were prepared and have been drawn upon in the
compilation of this report. These reports are listed in the References section of this report.

The first task, undertaken by WIDCORP, was a desk-based review covering the period 2001
to November 2006. Secondary data formed the basis of this review and included analysis of
all relevant and available sources and content analysis from major research projects on
drought over the past decade. The review collated key information that best reflected the
current regional drought situation, documented the type and extent of economic and social
support available, and identified any critical gaps in available information used to inform
drought management decisions.

The second task, undertaken by RMCG, was a survey of businesses that are wholly and/or
largely reliant on agriculture. Eighty-six of the 99 agribusinesses contacted participated in
the agribusiness survey, representing a very high response rate of 87%.

In order to contextualise the main agribusiness survey, a small survey of farm businesses
was also conducted to improve understanding of the poor agricultural conditions and
impacts they are experiencing. The businesses surveyed were a non-random sample of 30
of the region’s farmers, provided by the Steering Committee. Ninety-seven percent of the
farm businesses were successfully surveyed.

The major agribusiness survey was later complemented by additional business surveys,
namely:

Businesses not directly reliant on agriculture — 47 businesses in retail, hospitality and
personal services (undertaken by RMCG)

21 manufacturing businesses (undertaken by WDA)

RMCG Consultants for Business, Communities & Environment Page 4
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The third task, undertaken by RMCG, involved two Focus Groups of regional stakeholders
involved in agriculture, business, local government, banking and the water sector.
Participants were selected by the WDA. The aims of the Focus Groups task were to:

Explore the impact of the dry seasonal conditions on agriculture and agribusiness in the
region

Explore the long-term development of agriculture in the Wimmera and implications for the
region under different climate scenarios

Identify future opportunities and barriers to economic development (agriculture and
agribusiness)

The fourth task, undertaken by the WDA, estimated the economic impact of the drought
using the REMPLAN model.

The final task, undertaken by RMCG and WIDCORP, synthesised the various outputs from
the earlier tasks as well as additional information provided by Regional Development
Victoria, Wimmera Development Association, GWMWater and Department of Primary
Industries.

During the course of the project, the Steering Committee met several times to provide
guidance and input on the various tasks and feedback on the suite of reports.

Regional Development Victoria provided a range of information pertaining to economic
indicators and performance of the region.

The participation of the businesses surveyed for this project is acknowledged. Their
willingness to provide information on their businesses is appreciated.

RMCG Consultants for Business, Communities & Environment Page 5



Wimmera Southern Mallee Drought Report 2007
Final Report

3.1

Profile of the Wimmera Southern Mallee Region

Regional Profile
Location

The Wimmera Southern Mallee region is located in Western Victoria, approximately 300 km
west of Melbourne. It encompasses the local government areas of Buloke Shire, Hindmarsh
Shire, Horsham Rural City, Northern Grampians Shire, West Wimmera Shire and
Yarriambiack Shire. The region covers an area of 41,948 square kilometres or approximately
one fifth of Victoria.

Figure 1: The Wimmera Southern Mallee study region

Source: Regional Development Victoria, 2006.

Population characteristics

The estimated population of the Wimmera-Southern Mallee region is 58,041." Over 60% of
the population live in urban areas.? The population density of the region is relatively low,
ranging from 0.9 to 4.4 persons/km.3 The larger centres of Horsham and Stawell account for
greater population density in Horsham Rural City and the Shire of Northern Grampians
respectively. While the region’s rural areas have declined since 1981, a number of towns
have experienced stable, or increasing population between 1996 and 2001. These towns
include Horsham (increase of 7.4%), Halls Gap (increase of 6.7%), Nhill (increase of 4.8%),
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and Edenhope (stable population). Declining and ageing populations are characteristic
across the region and reflect general trends in rural Australia.*

Over the next 25 years, population decline is projected for the shires of Buloke, Hindmarsh,
West Wimmera and Yarriambiack. Northern Grampians is projected to have little change in
population size, while Horsham Rural City is expected to undergo population growth.”> The
pattern of population change is typical for rural areas in the west of Victoria, where the
populations are increasingly concentrating in larger towns. The nature of the population
change is further discussed in section 4.2.

Figure 2: Regional population estimate and forecas  t

$%

— o

Source: DSE, Victoria in Future 2004, www.doi.vic.gov.au/doi/knowyour.nsf and ABS, Cat. No 3218.0
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The growth of Horsham compared to other regional cities and Melbourne is shown below.

Table 1: Regional cities population estimate and f  orecast
2000 ERP 2004 ERP AAGR 2011 ERP 2031 ERP Population AAGR
2000-2004 Growth 2004-2031
2004-2031
Horsham 18,160 18,900 1.00% 19,700 22,060 3,160 0.60%
Regional Cities 640,100 677,070 1.40% 730,660 873,750 196,680 0.90%
Melbourne 3,414,620 3,600,650 1.30% 3,874,960 4,538,460 937,810 0.90%

Source: DSE Victorian Population Bulletin 2005; DSE Victoria in the Future 2004 (Figures Rounded)
Note: ERP- Estimated Resident Population; AAGR - Average Annual Growth Rate

Horsham’s population growth is forecast to be 0.6% per annum which will see an additional
3160 residents by 2031. This growth rate compares to 0.9% p.a. forecast for other regional
cities in Victoria.®

Budge (2006) notes that in the more remote parts of Victoria, such as the Wimmera and
Southern Mallee, small towns and rural communities continue to experience population
decline due to:

reduced farm labour requirements;
improved roads and telecommunications;
lower birth rates;

declining local job opportunities; and
consolidation of services to larger centres.’

This helps to explain the growth of Horsham and the decline of many of the smaller towns in
the region.

Economic overview

Economic and land use activity across the shires in the Wimmera Southern Mallee region is
dominated by broad acre cropping and grazing.® The region produces more than half of
Victoria’'s total grain crop, oilseeds and pulses. This accounts for a substantial proportion of
the Victorian Gross Value of Production.’

While there has been a slight decrease in number of employed persons in the agriculture
sector over 1981-2001%, there has been an increase in employment numbers in the

),
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agribusiness and agricultural value adding industries™, including investment in new and
emerging crops (eg. beans, peas, lentils, oilseeds and canola). Wine, agro-forestry,
alternative livestock, and other horticultural industries are growing within the region,
representing the increasing diversification of farm enterprises.

Other important industries for the region are mining, manufacturing and tourism. Gold
mining contributes significantly to the economic development within the region. The
Wimmera region is also rich in mineral sands resources, with substantial undeveloped
mineral sand deposits in the region. The mining operation in Douglas represents a major
investment for this region however the processing plant was located outside of the region (in
Hamilton) possibly due to inadequate transport infrastructure.

There are three University / Research Centres in the region including the University of
Ballarat, Grains Innovation Park, and Birchip Cropping Group. The two agricultural groups
have provided valuable research and development to the region, and complement the
general positive attitude the region has adopted towards change and diversity. Their
contributions go beyond the local region, to grains industry development across southern
Australia.*?

Horsham is the region’s primary service centre. The economy of this rural city is largely
based on servicing the rural sector, retailing, education and health, and to a lesser extent on
agriculture. Stawell, Warracknabeal, Nhill and Donald are other larger towns in the region,
providing a range of services and facilities.

Employment by Industry

ABS 2001 data indicates that key industry sectors within the Wimmera-Southern Mallee
region are Agriculture, forestry & fishing (31%), Retail trade (17%), and Health and
community services (15%).

Figure 3 depicts the key employment by industry sectors for each shire in the region. The
graph also highlights the industries which are major employers within the region in general,
and within each shire, specifically. For example, the most popular employment sector is
agriculture, forestry and fishing, however this sector is a more significant employment
industry for Buloke, West Wimmera and Yarriambiack, than Horsham and Northern
Grampians. In the Buloke shire, about 38% of employed persons work within the
agriculture, forestry and fishing industry sector compared to 13% in Horsham Rural City.13

=) > )8
=) > )3
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Figure 3: Employment by key industry sectors acros s Wimmera Southern Mallee
shires
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3.2

3.2.1

3.2.2

Regional Indicators
An overview of various indicators of the region is presented in this section.
Labour force

The most current information available on each Shire is from the Department of Workplace
Relations ‘Small Area Labour Markets’ data. All shires, except Northern Grampians, had an
unemployment rate below the average for regional Victoria, for the corresponding quarter.
Employment statistics need to be interpreted with caution, as people who are unemployed
may leave the region. Employment statistics should therefore be supplemented by
population migration data.™

Table 2: Employment statistics for all shires in comparison to Victoria - 2005, 2006

Shire Estimated Unemployment figures Date of collection
labour
force Regional
No. of Rate Victoria
persons % %
Buloke 3879 149 3.8 6.4 | Mar quarter 2006
Hindmarsh 3389 130 3.8 6.5 | Dec quarter 2005
Horsham 10572 656 6.2 6.4 | Jun quarter 2006
N. Grampians 6801 451 6.6 6.4 | Mar quarter 2006
W. Wimmera 2808 84 2.9 6.5 | Dec quarter 2005
Yarriambiack 4424 228 5.1 6.5 | Dec quarter 2005

Source: Information provided by RDV, 2006.

Skills

In order to inform the development of Regional Migration Strategies, the Department for
Victorian Communities, in association with the Department of Employment and Workplace
Relations, initiated the Regional Skills Shortage Survey project'. The project aimed to

provide information on the nature and extent of recruitment difficulties at a regional level;
identify skills in demand and labour supply issues; and
identify occupations employers are experiencing difficulties in filling.

A survey was undertaken in the Wimmera Grampians region in 2005 and involved 315
employers across 11 industry sectors. Key findings from the survey are presented below.

RDV. (2006). Regional brief[s] of Shires. Melbourne: Victorian Government, Regional Development Victoria
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Occupations with Recruitment Difficulties

The proportion of vacancies filled varied significantly between industries with the highest
proportion of vacancies remaining unfilled in the Finance and Insurance industry (17 per
cent), Construction (14 per cent) and Retail Trade (14 per cent) industries, while only 4 per
cent of vacancies remained unfilled in the Education industry. The majority of recruitment
difficulties were experienced in three major occupation categories: Professionals,
Tradespersons and Intermediate Production and Transport Workers. Table 3 is not a
comprehensive list of skills in demand in the region but does, however, provide valuable
information on some of the occupations that employers reported as difficult to fill in the
Wimmera Grampians area.

Table 3: Occupations most difficult to fill

Professionals

General Practitioners
Mechanical Engineers

Trades

Metal Fitters and Machinists
Carpentry and Joinery

Other Occupations

General Clerks
Truck Drivers

Civil Engineers Tradespersons
Social Workers Painters and Decorators
Counsellors Electricians

Plumbers

Miscellaneous Health
Professionals (i.e.
Occupational Therapists and
Physiotherapists)
Registered Nurses
Accountants

Motor Mechanics

Structural Steel and Welding
Tradespersons

Source: Department of Victorian Communities (2006) Regional Skills Shortage Survey Report: Wimmera
Grampians

Unfilled Vacancies

Unfilled vacancies appeared to be most widespread in the Health and Community Services
industry with half of all recruiting businesses not filling all their vacancies over the past 12
months. Government Administration, Manufacturing and Finance and Insurance industries
also had a high proportion of unfilled vacancies. The Education industry had the lowest
proportion of businesses with unfilled vacancies over the past 12 months at 8 per cent.

Future Employment Expectations

Twenty nine per cent of employers expect employment to grow in their business over the
next 12 months, compared with only 6 per cent who expect employment to decline.
Expectations about employment growth were the highest in the Finance and Insurance and
Property and Business Services industries (43 per cent each), while employment growth
expectations were the lowest in the Retail Trade industry (17 per cent).

RMCG Consultants for Business, Communities & Environment Page 12
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3.2.3

Broadband Access

A recent study of telecommunications in regional Victoria identified that the Wimmera
Southern Mallee region has higher levels of unmet demand for broadband than that for both
non-metropolitan Victoria and metropolitan Victoria.'® This is largely due to the incomplete
metro equivalent broadband coverage in the region.

West Wimmera has 30 percent coverage, while Hindmarsh and Yarriambiack have over 60
percent coverage. A high level of unmet demand exists in West Wimmera and it is still
amongst the LGAs with the lowest proportion of population covered by metropolitan
equivalent services.

There were 2377 businesses not covered by metro-equivalent broadband in the region as
follows:

Buloke Shire — 381 businesses

Horsham Rural City — 450 businesses

Hindmarsh Shire — 214 businesses

Northern Grampians Shire — 392 businesses

West Wimmera Shire — 550 businesses

Yarriambiack Shire — 390 businesses
A strong increase in telecommunications expenditure is expected to occur in Yarriambiack
Shire, driven largely by a rapid increase in demand for metro equivalent broadband. Low
growth levels are expected for Hindmarsh and West Wimmera Shires. Few additional metro
equivalent customers are expected to come from these LGAs because of the dispersed
nature of these populations, making them difficult to service with broadband technologies.

These LGAs are also expected to decline in population over the next five years, further
undermining their telecommunications expenditure growth.

7% * 8 3: 9" *3) (6
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3.2.4 Horsham Indicators

Additional statistics for a range of indicators have been obtained comparing Horsham with
regional cities of Victoria and Melbourne®”.

Table 4: Horsham in comparison to Victorian region al cities and Melbourne

Mean Taxable Income 2002-2003

Mean Annual Taxable Income
Horsham $34,222
Average Regional Cities $36,035
Metropolitan Melbourne $42,550

Source: Australian Taxation Office - Taxation Statistics 2002-03

Median Weekly Household and Individual Income 2001

Median Weekly Household Median Weekly Individual Income
Income
Horsham $653 $351
Average Regional Cities $668 $332
Metropolitan Melbourne $889 $405

Source: ABS Census Data 2001

Industrial & Commercial Rents

Average Industrial Rents per $/m
Horsham $50
Average Regional Cities $52
Metropolitan Melbourne $73

Source: Regional Rental listings (various), 2005

Freight Costs

Cost of Transporting a Cost of Transporting Cost of Transporting

500kg package from a 500kg package from a 500kg package

Melbourne Sydney from Adelaide
Horsham $536 $745 $789
Average Regional Cities $471 $670 $675
Metropolitan Melbourne $239 $272 $481

Source: AirRoad Direct, 2005

Electricity Supply Reliability

Estimated Average Minutes Off Supply Per Customer

Horsham 102
Average Regional Cities 129
Metropolitan Melbourne 59

Source: ESC - Comparative Performance Report 2004
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Table 4: Horsham in comparison to Victorian region

al cities and Melbourne (cont.)

House and Land Prices

Mean House Price

Mean Apartment/ Unit

Mean Land Price

Price
Horsham $166,000 $190,000 $58,000
Average Regional Cities $222,000 $187,000 $92,000
Metropolitan Melbourne $387,000 $313,000 $150,000

Source: DSE (Land Victoria) - A Guide to Property Values 2004

House Affordability

Monthly Mortgage Average Monthly %o0f Monthly Taxable
Repayments (80% Taxable Income Income spent on
Repayment) Monthly Mortgage
Repayments
Horsham $839 $2,851 29%
Average Regional Cities $1,123 $3,003 37%
Metropolitan Melbourne $1,957 $3,546 55%

Source: DSE (Land Victoria) - A Guide to Property Values 2004; ATO Taxation Statistics 2002-03

Crime Rates

Total crimes per 100,000 people
Horsham 7,912
Average Regional Cities 8,349
Metropolitan Melbourne 8,385

Source: Victoria Police Crime Statistics 2004
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3.2.5 Health and Wellbeing

The regional health profile based on 2001 to 2005 data represents the Wimmera Southern
Mallee region as having:

a reasonably good socio-economic profile, based on education, employment, and socio-
economic status compared to Victoria and Australian averages

a high level of social resilience and community strength
a lower life expectancy of residents than the State of Victoria

a poorer health status in a number of Shires, in terms of higher rates of disease.
Life expectancy

As a whole, this region is similar to most other areas outside metropolitan Melbourne where
people experience a lower life expectancy, in comparison to the State estimate (79.6 and
84.3 respectively), particularly in males (74.6 - 77.9) but less so in females (80.9 — 84.1). Life
expectancy in Horsham and Northern Grampians for males, and Hindmarsh and
Yarriambiack is significantly below the state average. Northern Grampians shire has the
lowest male life expectancy for males across our region and compared with all Victoria
LGAs. Similarly, female life expectancy is lowest in the Hindmarsh shire compared with our
region and the state.

Health status

The Disability Adjusted Life Years (DALY) is a measure which compares health status
between populations based on the rate of disease per 1,000 persons. A high DALY rate
represents a poor health status, while a low DALY rate indicates better health status in
proportion to other LGAs and regions.

The Wimmera Southern Mallee have greater DALY rates for all causes of disease in males
for most shires, but in females, half of the shires have lower DALY rates. DALY rates for all
causes of disease are lower for both males and females in the Shires of Buloke and West
Wimmera, in addition to Yarriambiack for females.

In both sexes, the rates varied across the shires according to particular diseases. However
road traffic accidents in both males and females, and suicides in males across the region
were much higher than the state. DALY rates for depression and cardiovascular diseases
were also significantly higher for women living in the shires of Hindmarsh, Horsham and
Northern Grampians, in comparison to the State overall.
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4.1

Rainfall, Water and Agricultural Production

Rainfall Patterns in the Region

Rainfall for the 2006 year in the region was generally between 40% and 60% of mean
annual rainfall.

Rainfall recorded for selected towns within the region during 2006 compared to their long
term average rainfall is shown below.

Table 5: Regional rainfall — 2006 vs. mean annual r  ainfall

Town 2006 Rainfall (mm) Mean Annual
Rainfall (mm)
Horsham 218 446
Stawell 263 573
Nhill 188 421
Longerenong 197 429
Warracknabeal 201 400

Source: Bureau of Meteorology, www.bom.gov.au

The lengthy period of dry seasons experienced in the region has meant that farmers have
faced the challenge of farming in a drier climate than that which many of them would be
accustomed. For example, at Longerenong, annual rainfall for different periods shows how
much drier the last decade has been:

1883 - 2005: 413 mm

1883 - 1992: 419 mm

1973 - 1992: 468 mm

1993 - 2005: 363 mm

2006: 197mm
The impact of the run of drier years is starkly illustrated when the inflows to the storages
over the last 100 years are compared to the last ten years. Inflows to the system prior to

1996 were 315,000ML per year on average. Since 1996, inflows have been 84,000 ML per
year on average.
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Figure 4: Inflows to the GWMWater system over the  past 100 years
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The effect of the spate of low inflow years is that GWMWater storages are now down to a
record low of approximately 4.5% of total capacity. Figure 5 illustrates the change in
storage levels since 1990 for the same time of year (November).

Figure 5: Storage levels in GWMWater reservoirs

Source: GWMWater
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The current critical water shortage situation of having insufficient water to channel-fill the
region’s 2300 farm dams is unprecedented.19 This restriction substantially reduces the
quantity of water available to rural towns and farm households, with no water being carted
by GWMWater for farm business use.® A minimum amount of water is being carted for
domestic use, only where house dam water has become unsuitable for human consumption.
GWMWater customers are required to supply their own tanks for this water cartage program.
Rebates for water tanks have been made available by the Victorian Government.”
Additional water will be provided to rural customers for stock watering and crop spraying at
no cost but water cartage arrangements and costs are the responsibility of the customer.*

Table 6: Percentage of dams filled via current cha  nnel system, 1999-2006

Year % of dams filled

1999 100

2000 50

2001 33

2002 50
18

2003 (1 dam/farming enterprise)
35

2004 (1 dam/400ha)
35

2005 (1 dam/400ha)

2006 0

Source: GWMWater, 2006 data.

Agricultural Production 2006 Season

Victorian crops have suffered the second driest August to October on record and the highest
maximum temperatures since records began®.

Based on ABS data®, the total value of agricultural production (including crop and livestock
production) for the Mallee is worth $1400 million. In the Wimmera, the value of agriculture
production is $841 million. The value of crops in the Mallee is $1,095 million and in the
Wimmera $636 million.

It is estimated that during the 2006 year, the cost of cropping has been between $160 — 180
million for the Wimmera, and between $150 — 180 million for the Mallee. Approximately 1
million hectares and 1.6 million hectares have been cropped in the Wimmera and Mallee
regions this year, respectively. In the Wimmera (4 shires), crop production is estimated to be
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only 30% of the 2005 season® as shown in the following table.

approximately $300 million of lost farm income.

Table 7: Poor finish to season (Decile 1) scenario:

comparison to 2006 estimates

This equates to

Wimmera crop production in 2005 in

2005 2006
Unit Gross Value of | Tonnes Gross Value of |GV % of
Tonnes Price | Production $M | estimate |Unit Price | Production $M 2005

\Wheat 1,100,000 142 156.20 250,000 210 52.50 34
Barley 900,000 140 126.00 200,000 190 38.00 30
Oats 120,000 125 15.00 30,000 140 4.20 28
Triticale 80,000 134 10.72 20,000 160 3.20 30
Canola 100,000 294 29.40 20,000 400 8.00 27
Field Peas 110,000 186 20.46 25,000 220 5.50 27
Lentils 90,000 420 37.80 10,000 490 4.90 13
Chickpeas 10,000 370 3.70 2,000 600 1.20 32
Faba beans 70,000 190 13.30 10,000 200 2.00 15
Vetch 1,500 240 0.36 400 240 0.10 27
Lupins 15,000 140 2.10 4,000 240 0.96 46
Grain

Production  P,596,500 415.04 571,400 120.56 29

Source: Department of Primary Industries, Horsham (2006) Grain and Rainfall Update September 2006.

The VFF reported resulting economic affects of the drought on local farmers within the

region including:

carting water for stock and domestic use due to no channel run;

de-stocking on some farms, in addition to the need to maintain sufficient water in order to
retain stock for breeding capacity. It is estimated that 1.4 million sheep are stocked within
the region, however there is currently only enough water to sustain 420, 000. The cost to
a farm enterprise to provide enough water for 1000 sheep for 12 months or 2000 for 6
months would cost $16,000 for water cartage;

widespread crop failure, or alternatively “very low yields of most likely low quality grain”;
and

increasing debt levels are expected this year as a result of further increased costs
because of drought conditions. In the Wimmera Mallee region average debt levels for
farmers increased by $200,000 over five years. In 2000/01 the average debt level was
$250,000 and by 2004/05 this had increased to $450,000.%°
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The impact of lost production in 2006 is exacerbated when seen in the context of the last five
seasons which have been characterised by fluctuations caused by inconsistent growing
season rainfall (see graph below).

Figure 6: Gross value of grain production, Wimmera (4 shires only), 2002-2006

Source: Department of Primary Industries, Horsham (2007)

Economic modelling of the loss of income from the agricultural sector to the regional
economy was undertaken for the study region (REMPLAN?"). It showed that annual regional
agricultural production output is on average $1.49 billion (grains sector - $1.1 b and the
livestock sector - $0.39 b).

For 2006, modelling indicated that the 80% reduction in grains production and 40%
reduction in livestock production resulted in a loss of $1.047 billion of regional output with a
further indirect loss of $130 million from other sectors.
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Agricultural Production Landscape

The changing number of farms in the region has been the subject of research by Neil Barr
which looked at adjustment rates to 2031 (note that this analysis applies to the Shires of
Buloke, Hindmarsh and Yarriambiack, the dominant grain producing areas of Victoria).28
The number of farms was over 5000 in 1971 and this declined to under 3000 in 2001.
Other features of the change in farming in this area include:

The number of farmers aged under 30 fell by more than 80% between 1976 and 2001

The average age of farmers rose from 44 to 50 years between 1976 and 2001

There has been a fall in the rate of recruitment of younger farmers.

There has been a decrease in the rate of retirement by older farmers.
Barr provides two adjustment scenarios modelling farm population to 2031, based on the
behaviour of farmers over the 25 year period between 1976 and 2001. The fast adjustment
or high rate of exit scenario sees a fall in farm numbers to 23% of farm numbers in 2001.
The slow adjustment scenario sees a fall to 43% of 2001 farm numbers. In other words, the

scenarios suggest that the number of farms will fall from just under 3000 to between 1300
and 700 farms.

Accompanying this change in farm number, Barr suggests that the median age of farmers
may continue to rise, but will not exceed 53 years and then can be expected to fall gradually.

It is reasonable to assume that adjustment will be quicker due to climate change and
therefore a modest estimate suggests that that the number of farms may well be 1,000 by
2031 in the three shires.

Focus Group View
The focus groups for this study predicted that in ten years the region will support agricultural
businesses that:

are much fewer in number and larger in scale;

are increasingly managed by ‘commuter farmers’ who live in a town some distance from
the property;

have significantly more widespread use of technology (eg. precision farming);
more actively manage risks to do with inputs, prices and land use;

use more skilled labour and/or contractors for advice and to operate and maintain
technology;

seek alliances and different management structures with other farm businesses to
increase scale and reduce costs (eg. sharing of equipment, pooling land and labour);

still crop cereals, pulses and oilseeds but at lower intensity, eg. 70%;

may have livestock as an important but small part of the business; and

28
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have survived by shifting into different enterprises (eg. intensive animals), especially if
they are a small scale business.

Overall, it was predicted that the gap between strong profitable farm businesses and weaker
unviable ones will grow as technology and sophisticated management skills become more
important in future. Combined with ongoing climate variability and terms of trade pressures,
and the high levels of debt being carried by some farmers, it was forecast that a proportion
of existing farmers will exit agriculture at an accelerated rate, leading to a restructure of the
industry.

Implications

The consequence of the forecast changes in agriculture would be the ongoing decline of the
population in agricultural areas. To help avoid losing farm enterprises from the region, it was
suggested that farmers could be assisted to plan and make informed decisions about their
future. This could be provided through, for example, receiving one-to-one business advice. A
better view of what profitable farm businesses in the region will look like in ten years, as the
focus groups started to develop, would also help with this planning process. Further
developing this ten-year view of agriculture could involve modelling the likely size, number,
enterprise mix and labour requirements of farms. It was also suggested that farmers may
benefit from assistance in developing better risk management skills.

A detailed ten-year view of the region’s agricultural sector could also be used to help predict
the future landscape for agribusiness and small towns. It was felt that a rationalised and
professionalised agricultural sector would increase the demand for a similarly
professionalised agribusiness sector. Further work is needed to predict in more detail what
types of high quality agribusinesses will be required, as well as growth in corporate farming.

Corporate Farming in the Region

McKinna suggests that a strategy to assist the competitiveness of agriculture in Australia is
to encourage investment in large-scale corporate farms, because Australia’s small farms
lack the economies of scale required to be globally competitive.29 There is some anecdotal
evidence of some growth in corporate farming in the Wimmera Southern Mallee region but it
does not appear to be well understood. Similarly the likelihood of future growth in corporate
farming in the region has not been investigated to any significant extent. The impact of
climate change on the region’s suitability for agriculture as perceived by potential corporate
investors is also not understood.

Tonts and Black reported that very little is known about how corporate farms and contract
farming affect local economic activity, local employment, service and infrastructure use and
forms of social interaction.* Consequently, it is difficult to assess the needs of rural
communities that have been or are likely to be affected by such changes.

The region should consider investigating the likely or potential growth in corporate farming in
the region and implications for services and infrastructure, eg. labour, housing, technical
advice.
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4.2

Climate Change and the Region

With increasing evidence for, and acceptance of, climate change, the implications for the
Wimmera Southern Mallee region are beginning to be studied and understood, in particular
for the agricultural and water sectors.

A recent study by DPI, investigating the capacity of the region to adapt to climate change,
highlighted the significant need to better communicate to a range of stakeholders.** An
awareness of the likely changes in climate should enable these stakeholders — farmers, for
example - to make more informed decisions pertaining to their own circumstances.

With the regional economy so reliant on agriculture and water, it is imperative that there be a
very strong knowledge centre in the region that can build the skill base and promote
innovation in order for the region to adapt to the new climate and landscape.

Within Victoria there is a strongly developing network of regional greenhouse partnerships,
supported by DSE, which is building regional knowledge and capacity to develop
greenhouse abatement measures and adaptation strategies.

Clearly there is an opportunity for the Wimmera Southern Mallee region to form its own
regional partnership which will link the region to the wealth of knowledge being generated
both within Victoria but nationally via the networks of the program.

Short-term and long-term water supply outlook

As previously mentioned, water storages within the Wimmera Mallee system are currently at
4.5%. By July 2007, if there are no inflows, storages are expected to be holding
approximately 2.7%. (This amount of water is less water than is required to meet annual
water consumption of towns in the region). Average annual inflows are required by October
1, 2007 to permit a possible limited supply to farm dams. An inflow of 25% of the annual
average inflows is likely to be enough to ensure town supplies. Inflows of less than these
levels will likely result in further water restrictions and the need for further significant
investment in alternative supplies such as desalinised ground water and sourcing water from
outside the region (if available).

Under the current drought conditions, towns receiving water supply from groundwater
sources are not currently on water restrictions, other than Edenhope. This highlights the
current security of groundwater supplies in the region, however, the long-term effect of
drought and climate variability on groundwater supplies is unknown.

Water demand modelling indicates the Wimmera Mallee Pipeline will meet demand levels for
at least the next 50 years under changes to inflows brought about by a medium climate
change scenario. It should be noted the current drought conditions are far more severe than
the climate change conditions modelled, and highlight climate variability as a major cause of
the current drought. The climate change modelling indicated annual inflows as varying
between 15 to 60% less than current annual average inflows.
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5.1

Drought Impacts

Farming Sector

The survey of farms in the region indicates that the vast majority of farmers in the Wimmera
and Southern Mallee are suffering in the current drought conditions. Across all surveyed
farms, 95% reported that they expect a decline in income this year relative to last, with 31%
expecting a decrease of 50-75% and 37% of 75-100%. The breakdown across income
categories is shown below (Figure 7).

Figure 7: Expected decrease in income this year re  lative to last year across income
categories.
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Source: RMCG (2006) Wimmera Southern Mallee Region Agribusiness Survey Report

The graph illustrates that all smaller farms by income (<500K) were expecting a 50-100%
decrease in income.

Reflecting this reduced spending, farm businesses reported that the primary effect of the
current drought conditions on their business is the slowing down of business plan
implementation, including, for example investment in new machinery. Forty percent also
reported that they have had to retrench staff.

With cash flow their main concern, the types of assistance most farm businesses requested
was relief from the ongoing costs of interest, shire and water rates. Business advice,
opportunities for temporary off-farm work and counselling were also mentioned as important.
The latter points to the isolation and low morale that many reported feeling themselves or
observing in farmers around them.

Overall, this survey suggests that the farm businesses of the Wimmera and Southern Mallee
are suffering severely from the current drought situation. It also illustrates the extent to which
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5.2

there has been a decline in the amount of farm income flowing into other businesses in the
region, which is reflected in the following sections of this report.

Focus Group View

The focus group component of this study noted that the extended period of drier than
average years had influenced farm enterprises in two ways. On the one hand, it has made
some farm enterprises more resilient, with the low rainfall encouraging some farmers to
develop management systems that are more able to cope with drier than average seasons.
On the other hand, it has made some farm enterprises less resilient by progressively
diminishing their water and financial reserves and capacity to cope with further poor
seasons.

The groups discussed what is likely to eventuate if next season is of below average rainfall,
eg. decile 3. They concluded that the major impacts for agriculture in the region will be:

a reduction in cropping intensity and crop area;
a reduction in the amount of pulses and oilseeds grown, but an increase in cereals;

some opportunistic restocking, if livestock and water are available and feed prices are
affordable, at a rate that is less than what farmers would prefer;

the continuation of no-till farming with high crop intensity; and

a possible increase in the use of fallow in crop rotations.

Overall, it is expected that farming businesses will continue to become more climate risk
averse, ie. shift to more conservative systems.

Drought Impacts on Business and Employment

A survey of 86 agribusinesses in the Wimmera-Southern Mallee assessed the impact of the
current drought. Businesses were involved in seven sectors (Storage and Transport;
Machinery Dealers; Merchandise Dealers; Silo and Equipment Manufacturers; Grain
Processors and Exporters; Intensive Animal Industries; and Other). Key findings were:

51% of surveyed businesses indicated that they have or may be about to retrench some
staff, and 61% indicated they have or may be about to retrench staff and/or reduce staff
hours, as a result of the current drought conditions

291 employees have been or are about to be retrenched. These 109 Full time, 2 Part
time, and 180 Casual (primarily Seasonal) staff represent 17.5% of the estimated normal
workforce of 1668 employees in the surveyed businesses.

50% of surveyed businesses reported that a poor season next year will (15%) or may
(35%) be the trigger for them to have to close permanently.

Of the 1377 employees estimated to remain in employment next year within the surveyed
businesses, 272 (19.8%) have a high risk of redundancy next season if conditions are
poor, according to their employers’ predictions of having to close permanently in the face
of such conditions — see Fig. 8.
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The total number of staff within businesses that reported they will or may permanently
close next season is 940 (68.3% of all employees).

Figure 8: Proportion of businesses in each agribus iness category that have
retrenched or may soon retrench staff (at November 2006)

90.7% of businesses predicted that conditions for their business will deteriorate (66.7%) or,
at best, stay the same (24%) over the next 12 months. This is primarily because even if next
season is a good one for farmers, most agribusinesses will not benefit from the improvement
to farm income until the post-harvest period and/or until farms have repaid outstanding
debts.

More than three-quarters of businesses (76.5%) reported that current conditions are ‘far
worse’ (54.4%) or ‘worse’ (22.1%) for their business than those during the 2002-2003
drought. Respondents commonly stated that this is because the current drought is more
widespread geographically — reducing their ability to diversify outside their normal areas of
operation — and because their capital reserves are diminished.

The overwhelming message sent by the businesses is that they are most concerned about
retaining staff. Any assistance to help businesses retain staff is the most common and
important type of support identified. Losing staff was the most difficult situation they faced,
both because of the blow such a loss of skill meant for the businesses’ ability to recover from
the current conditions, and because of the responsibility employers feel towards their local
communities. It is felt that the depopulation of the region that can flow from the loss of jobs is
an irreversible impact.

Whilst some support mechanisms are now in place to support farmers and other related
businesses, both the farmer and agribusiness surveys indicate additional support services
may be needed including business counselling, labour exchange / outsourcing programs,
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skilled labour retention, employee transition programs, information exchange and Payroll tax
relief. One area of support that was clearly identified in the survey was assistance for
business to retain staff. The Government has responded with programs, eg. Business
Continuity Program, that meet some of these support needs. There appears some delay in
uptake of the existing support services and this may be due to the recent nature of many
programs, lack of awareness and the timeliness of their implementation. Further work is
required to understand the uptake of government support programs in the region.

Retail and Other Businesses

Forty-seven retail businesses were surveyed in January 2007 drawn from across the
Wimmera Southern Mallee region.

More than half (56%) of retail businesses reported that current conditions are ‘far worse’
(28%) or ‘worse’ (28%) for their business than during the 2002-2003 drought. 21% thought
conditions were about the same, while only 6% were experiencing better conditions.

Many businesses cited a decrease in disposable income as the main change; customers are
buying less, buying cheaper goods, or shopping less frequently. The drought and
succession of drier years is also seen to have caused a loss of confidence in the future
within the community, which may lead to more conservative spending habits. In a few
cases, a decline in the number of tourists — due both to the drought and to recent bushfires -
had a notable effect on business.

Approximately two thirds (66%) of retail businesses noticed a marked decline in their
number of customers which was mainly attributed to a loss of farming customers. However,
a significant number also reported a loss of local town customers and tourists.

In addition, 53% of businesses noted a change in the composition of sales of products. This
trend generally reflects a more cautious spending pattern — customers are buying basic or
cheaper products instead of luxury, impulse, or more expensive items. In addition to this,
farm-related products are not selling as well.

Nearly two-thirds of businesses predicted a decrease in gross income for this year when
compared with last year (Figure 9). About a quarter (23%) expected no change in income,
while only 9% expected an increase.
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Figure 9: Expected change in income for retail bus  inesses this year compared to last
year
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38% of the retail businesses surveyed were expecting a decrease in income of less than
25%, 13% of them predicted a decrease of 26-50%, and 4% a decrease of 51-75% (Figure
10).

Figure 10: Extent of decrease in income for retai | businesses this year compared to
last year

(n * 1 * 1 * 0

It is also worth noting that the owners of many of the businesses that have not yet been
affected believe they will soon see a drop in income or customers if current conditions
persist.

If, for example, next season’s harvest is significantly below average, just over a quarter
(28%) of respondents would experience major difficulties — the possible impact was often
described as ‘devastating’. 32% would expect a further drop in income or sales, 17% would
retrench staff and 13% would consider closing permanently. Only 11% would expect little
change to their business in these circumstances.

Retail businesses were asked whether they have taken, or may take, certain actions in
response to a decrease in income. Of the 30 businesses that reported an expected
decrease in income, almost all of them (93%) stated that they have or would reduce their
discretionary expenses. The next most common responses are to reduce staff hours (70%)
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and to defer capital investment (63%). Although 47% of these businesses had retrenched
or would consider retrenching staff, many respondents believed this to be a last resort. Half
the businesses are responding by changing the products or services they offer, while 47%
are increasing their levels of debt. Diversifying outside the region was a less common
strategy (27%); temporary (13%) or permanent (17%) closure was also a less likely option
among these businesses.

Approximately half (49%) of the retail businesses believed either that they did not require
assistance or that there was no form of assistance of use to them. The main reasons given
were that:

Their business does not qualify for government assistance as their income is not reliant
enough on farmers (ie. less than 70%).

Business counselling is of little use if the money / customers are not present in the
community. The client base is finite.

Their business is relatively secure financially, for example, a post office provides
fundamental services, a hotel may generate revenue through gambling facilities, or a
business may be a small part of a much larger company.

Their business is yet to be greatly affected by the drought; they are yet to experience a
significant drop in income.

However, 45% stated that some form of financial assistance would help them cope with
current conditions. The most common suggestions in this area were:

1. Interest rate subsidies
2. Subsidies to help businesses keep their employees.

3. Tax relief. (Also one respondent spoke of greater leniency in regard to the timing of tax
payments.)

Other suggestions included health care benefits and low-income support, and subsidies for
rental, fuel and bank charges.

Manufacturing Businesses

Two thirds (67%) of manufacturing businesses considered current conditions to be ‘far
worse’ (24%) or ‘worse’ (43%) for their business than the 2005 season. 24% found
conditions about the same, while only 10% thought they were better.

Businesses reliant on the agricultural sector have seen decreased sales and an increased
cost of raw food materials and restrictions on water use are also having a negative effect on
a number of businesses.

Conditions are expected to worsen in 2007 due mainly to a lack of income among
customers. Respondents predicted a drop in sales and reduced income from both the
farming sector and from local customers (particularly those whose businesses are reliant on
the rural sector).

Indeed, over half the respondents (57%) believed they would see a decrease in income over
the next year compared to last year. In contrast, successful diversification of products/new
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sources of work seem to be the main reason why about a quarter (24%) of manufacturing
businesses are expecting an increase in income this year.

Many businesses have long term plans regarding the next two or three years that will be
affected by current conditions. Costly plans such as purchasing new equipment, employing
more staff or upgrading premises will be put on hold if the businesses’ financial situations do
not improve. About a quarter (24%) will look for additional work outside the region.

Three quarters of the 12 manufacturing businesses predicting a decrease in income this
year are choosing to diversify outside the region in order to respond to this change. Half of
them are reducing their discretionary expenses, while 42% are offering different products or
services. Reductions in staff hours (33%) and numbers (58%) - either by retrenchment or
not replacing staff - are other common responses. Deferral of capital investment or
increased debt also affects a quarter of businesses. No business reported the possibility of
temporary or permanent closure as a result of a decrease in gross income; several
respondents emphasised that this is a last resort.

Some businesses stated that the good conditions over the next year or so will have little
positive effect as they will still be recovering from past years. The flow on effect of a good
harvest may be delayed as farmers will be paying off debt first.

Suggested forms of assistance to businesses in the manufacturing sector were similar to
those suggested by retail businesses. They too wish for financial assistance in the form of
tax relief and subsidies to help keep employees. Some stated the importance of keeping
jobs and hence people in the area. A few felt the need for business advice or help
increasing cash flow in the region. Other suggestions included food or fuel vouchers to
encourage people to spend locally.

VECCI Business Survey

The findings from the Wimmera Southern Mallee business surveys are consistent with those
recently reported by VECCI which also sought to determine the impact of drought on
businesses.**

The VECCI survey found that 34% of regional businesses reported a major impact from the
drought compared with 10% of metropolitan businesses. Impacts were mainly attributed to
reduced demand from drought-affected customers, delayed payments from customers and
higher input costs.

With respect to Government assistance measures, businesses nominated:

financial assistance through interest rate subsidies, low cost loans and drought relief
grants;

tax relief through payroll tax breaks; and
water saving and recycling strategies.

VECCI concluded its report by urging the State Government to seek ways of reducing
businesses costs and red tape, and improving the efficiency of the State’s infrastructure.
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The Social Impacts of Drought

Research in Australia over the last decade®® has identified social and subsequent economic
impacts of drought. These include unemployment; reduced access to education; increase in
rural poverty; reduction in access to health and welfare; population decline; loss of social
capital; loss of institutional capital; reduced agricultural workforce; and stress in farm families
and communities. In addition, the health impacts of drought have been identified and relate
to continuous stress, increased workload and reduced income. These in turn affect family
relationships, individual mental health and health-related behaviours.* These impacts may
be masked by the region’s high level of resilience and community strengthss.

Drought related social impacts are becoming evident across much of drought affected
Australia including the Wimmera Southern Mallee region and are not restricted to the
farming sector. In particular those businesses that rely largely on a successful farm sector
are also being impacted. This in turn has flow on effects for the social wellbeing of a wider
section of the community.

Specific drought effects in the Wimmera Southern Mallee have been identified in a survey of
agribusiness and other sectors and include concerns about employment security, the social
impact on families when employees are laid off or seasonal workers are not required. Also of
concern is the impact this might have on retention of a skilled workforce in the region where
this is already a noted skills shortfall. It was also evident that stress levels of employers
having to retrench employees were considerable and this further compounds the impact of
drought on their health and wellbeing.

These impacts will be exacerbated if dry conditions persist with most businesses surveyed
indicating they will be faced with either business closure or dormancy. The flow on effects of
this situation on livelihoods, health and wellbeing are likely to be significant.

Reduced farm income means less farmer expenditure in towns on household items, farm
inputs and capital items, such as machinery.

Farmer expenditure can represent more than a third of economic activity in small towns,
highlighting the importance of farming to employment in these towns (population less than
1,000)36. Generally, the greater reliance of a town’s economy on expenditure by farmers,
the lower the population growth. Despite some small towns being able to diversify their
economic base, small towns that are highly reliant on broadacre farming for their economic
survival are most likely to be in decline.
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The impact of drought on school education access in regional Australia has been
investigated recently37 and concluded that high school retention rates are dropping for young
people due to:

Young people wishing to save their parents from additional financial stress
associated with tertiary education;

If work is available, some will take it in preference to staying at school because
they are determined to become financially independent and relieve the family of a
financial burden;

Boys are more likely to leave early because of available work opportunities.

The researchers recommend that financial support is required to help families overcome the
financial burden of education.

Research has also identified that communities experiencing drought demonstrate resilience
within individuals, in partnerships and in rural communities.®® This resilience can be built
upon® and regional Focus Group™ responses identified some farm enterprises in the
Wimmera Southern Mallee will be more resilient and innovative than others. Building
capacity and resilience requires ongoing support and the urgency and immediacy of drought
relief support is often short term.

Whilst the health profile of the region is understood, changes in the community fabric and
wellbeing pertaining to the current drought situation have not been quantified. Some
anecdotal evidence of the impact of drought in this community suggests:

increased mental health issues for farmers**
concerns of increased crime and lack of staffing by local police®

concerns of reduced access to sports because of financial constraints on business
sponsors and families, water unavailability, possible ground closures, and over-demand
for volunteers®

decline or loss of resident gardens.**
These trends may be reflected in the apparent increased demand on local agencies for
financial and emotional support.

Evidence of increased drought assistance needs and service usage

Drought-related phone calls made to the DPI/DSE customer service centre more than
doubled in September compared to the previous month.*

The Christian Emergency Food Centre’® experienced an increase in assistance
requested from rural as compared to urban locations.
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Data on exceptional circumstances relief payments (ECRP)*" and claims on shire rates
was collected. Whilst the data is limited in terms of lack of comparison to state and
national records, the information does reflect the general demand for such subsidies.

Information on EC interest rate subsidies through Rural Finance reveal that 76
applications (or 18% of total applications) were from the EC declared areas in the
Wimmera-Southern Mallee region.48

Rural financial counselling services report high workloads, increased client tensions and
increased client base from those less inclined to seek assistance.*®

Drought community development officer positions have provided valuable social recovery
work for drought-affected people and community groups. Whilst these specific positions
no longer exist (contracts expired in June, 2006), the shires of Horsham Rural City and
Northern Grampians have maintained similar positions.

Current Drought Assistance Response

A number of drought assistance measures have been initiated by the Australian and
Victorian governments which directly address the social and economic needs of the region.

Social response

The current social response to drought within the region includes:

General, family, and financial counselling provided through Centrelink and local agencies
including Wimmera Uniting Care and the Rural Financial Counselling Service.

Funding for delivery of mental health, early childhood and community support programs
(E.g. increasing community morale, maintaining municipal pools, and community sporting
grounds and facilities) under the community support package.

Drought Social Recovery Strategy within the Grampians and Loddon-Mallee region, co-
ordinated by DHS and the dissemination of drought-related information and activities co-
ordinated by DPI.

Social support from other locally-based charitable organisations.

Economic response

Numerous assistance measures to support farming families in EC declared areas have been
provided, whilst non-farm businesses, until recently, have been largely ignored.50 Responses
include:

A range of financial subsidies for eligible farmers in EC areas including Exceptional
Circumstances assistance; Exceptional Circumstances Relief Payment (ECRP); Interim
Income Support (1IS); Exceptional Circumstances Interest Rate Subsidy (ECIRS);
concessions for dependent children of farm families through Centrelink programs; and
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Farm Management Deposits, interest charges relief and other special taxation
measures/concessions available through the ATO.

Professional business and financial planning grants for farmers, as well as free financial
counseling through the Rural Financial Counseling Service.

Extension of Exceptional Circumstances (EC) drought relief including ECRP and IIS to
small businesses employing up to 20 staff.

Regional development infrastructure initiatives focusing on small town and local
infrastructure development, and environmental works.

Initiatives that address employment and apprenticeship issues including the Drought
Employment Scheme and Drought Apprenticeship Retention Bonus.

A new Regional Industry Investment Program51 to support major industries in Exceptional
Circumstances-declared regions and assist in diversifying regional economies so they
could better prepare for future droughts. Businesses with a projected capital expenditure
of more than $5 million, which propose to create at least 50 new jobs or retain at least
100 existing jobs in a region, were eligible. Note: there are relatively few businesses that
are expected to be eligible in the Wimmera Southern Mallee region.

Local Drought Response Measures

The resilient and self-reliant nature of the Wimmera-Southern Mallee communities is typified
in the following drought initiatives which have been organised by proactive individuals,
community groups and organisations for the community in response to ‘tough times’. Each
example highlights the close-knit, respectful and supportive community spirit within local
towns.

1. Wimmera Uniting Care special projects — Horsham
Special Purpose Student Assistance Funds

For the past two years, the Wimmera Uniting Care (WUC) has provided support to students
across the region through the provision of funds to schools for students directly affected by
the failure of the cropping seasons. These funds have been used to provide uniform, books
and assistance for the cost of school fees and excursions.

Extension of the State Government Education Maintenance Allowance scheme through the
Department of Education and Training has limitations, especially in relation to farming
families which may not meet the criteria. WUC was able to generate funds through the
Uniting Church and private trusts to the extent of $150,000 in 2004/05 and $50,000 in
2005/06 to provide this service. Given the continuing difficult nature of the 2006 season,
WUC envisages a similar scheme in 2007 and are looking to the Uniting Church and trusts
for funding of up to $50,000 and will request the Victorian State Government to match that
figure.
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‘Take a Break’ Holidays

For the past two years, Wimmera Uniting Care and Norval Campsites have offered Take A
Break holidays to rural families in the Wimmera and Mallee who would otherwise not have
been able to take a holiday. These holidays have been provided at Norval in Halls Gap,
Portland Bay Lodge and Inverloch with all meals and accommodation provided at no cost to
families. They have bee very successful and have provided an opportunity for rural families
in similar situations to get away from the usual pressures without worrying about the
expense of a family holiday. Given the continuing dry conditions in the Wimmera and Mallee,
WUC will offer these holidays again in 2007.

2. Community Drought Forums — Jeparit, Kaniva, Rain  bow, Dimboola, Nhill

The Kaniva Community Drought Forum, on Friday 3 November 2006, was pulled together by
local people, including a local community health nurse, to offer the community information
and advice from agronomists, mental health experts and financial experts. More than 150
residents from the West Wimmera shire attended the information session. The forum was
followed on by a barbeque and motivational speaker. Community drought forums have also
been held in Jeparit last year, and will also be held in Rainbow on 15" February, Dimboola
on 22" February, and Nhill on 21% February 2007.

3. The “Out of the Closet Drought Busting Extravaga  nza” and Drought Resource
Centre, Women’s Lounge — Nhill

Women'’s Lounge based in Nhill was a project initiated by a local social worker to reduce
issues of social isolation among women within the region. In the face of the ongoing drought,
members of the Women’s Lounge group, ran a project to benefit the community of Nhill and
district. The Women’s Lounge auspice and provide volunteer assistance for the project. The
first part of the project was an “Out of the Closet Drought Busting Fashion Extravaganza”,
held on 13 and 14 October 2006, invited people including “key women” of the region to
participate. Participants were able to sell or donate items of clothing, shoes, accessories
etcetera to the sale. This allowed people, such as farm families, under financial pressure, to
make a small profit, as well as giving the individual community members an opportunity to
make a contribution to its drought-stricken community. The Cooinda Disability Services
provided the venue for the event. Such a festival demonstrates the positive and supportive
nature of the community.

Following the success of the sale, Nhill district resident, Lisa Mostyn initiated a further
project to assist the local community in the drought-affected Wimmera region. The
Mulhollands of Nhill provided a rent-free commercial property in the main street of Nhill to
house the second project - “The Nhill Drought Resource Centre”. The centre, is a
continuation of the original sale concept, however, in a more permanent location, coupled
with the ability to provide tangible and intangible drought information referral assistance and
welfare services. The centre, in other words, is a vintage and recycled clothing store,
emergency relief agency and drought information and referral centre. Continuing on from the
philosophy of the Fashion Extravaganza, local people can sell secondhand clothes on
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consignment. The centre also sells donated items. Non-consigned clothes are no more than
$4 per item. There is a 10% commission on sold goods which is given to the Emergency
Relief Fund of the Welfare Department. This funding provides emergency relief such as food
and petrol money to those in need. The centre is open on Fridays and Saturdays. Lisa
Mostyn surveyed local people to evaluate the project and the overwhelming response of the
40-50 survey respondents was positive. The centre was perceived as non-threatening,
friendly, providing low-cost clothes of good quality and also providing an alternative option
for those seeking drought relief and information. The survey highlights that the Drought
Resource Centre may be an appropriate service model for drought assistance as there is
less stigma attached to visiting the centre than to other welfare services which carry the
‘health’ tag. Visitors are anonymous and can ‘browse’ the centre - perhaps this removes the
stigma attached to seeking help. For example, people who visit the shop are given a packet
of pasta on their departure.

4. Hindmarsh Shire Council and Smart Water Grants —  Dimboola, Rainbow, Jeparit

The Hindmarsh Shire Council won funding through the State Government Smart Water Fund
grants to carry out water saving projects in Dimboola, Rainbow and Jeparit. The State
Government initiative provides money for innovative projects in water recycling, water
conservation and bio-solids management in metropolitan and regional Victoria. The
Hindmarsh Shire Council projects include

a 275,000 L storage tank for recycled water to maintain the Dimboola Recreation Park;
and a new reticulation system on the football oval; also includes harvesting water off all
buildings.

Installation of water catchment system off the main-street shops in Rainbow into a
storage tank.

Environmental Impact

This study has not investigated the impact of the drought on the natural environment of the
region. As the economic and social conditions of the region have suffered due to the
drought, it is expected that there has been a significant impact on the natural resources such
as soils, vegetation, waterways, wetlands and fauna.

As there is a strong relationship between the agricultural sector and natural resources in the
region, there are likely to be environmental benefits accruing from measures to support
farmers with drought recovery. Farmers’ capacity to invest capital in discretionary
environmental remedial works will be reduced, and there may be additional enterprise costs
such as weeds and pest animal control as a result of the drought.

Drought Impact on Local Leadership

The State of the Region Focus Groups noted that the drought has impacted badly not only
the economic performance of businesses but community development momentum.
Everyone is in a coping mode and there is not a lot of time or energy for “non-core” activities.
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This has implications for how government uses business and community representatives to
support program development and implementation (eg. advisory committees). It was felt
that government agencies in the region will need to lift their standards to maximise the use
of people’s time. It was suggested that there is a tendency to not value people’s time highly
enough, leading to inefficient processes such as unnecessary meetings.

Also the drought provides an opportunity to encourage others in the community to take on
leadership roles.
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5.8.1

5.8.2

Recommendations for an Immediate Response to th e Drought

This section presents recommendations to address impacts of the drought now or in the
near future. These recommendations are complementary to the existing suite of drought
support programs that are currently being acted upon in the Wimmera-Southern Mallee
region.

Farm Sector

1.

Financial management — advisory support on strategies for managing the farm business
over the next twelve months (rural counsellor program) aimed in particular at small to
medium sized farm businesses. (High Priority)

. Wimmera Mallee Pipeline — assessment of farmers’ capacity to pay for necessary on-

farm water infrastructure associated with the implementation of the Wimmera Mallee
pipeline and consideration be given to financial relief, eg. subsidies or deferred payment.

Business Sector

1.

Financial management and business counselling — provision of an advisory service to
help with strategies for managing the business over the next twelve months. (High
Priority)

. Employee Transition Program - Retrenched employees support program to provide

assistance to employees retrenched as a result of the drought. The program needs to
proactively engage with businesses in order to get advance warning of likely
retrenchments so that a program can be implemented to facilitate rapid transition to new
employment. There may be opportunities to match retrenched people with labour
shortages as identified in the Regional Skills Shortage Survey. (High Priority)

Program Awareness and Uptake - The establishment of “business recovery officers” (two
positions) is essential in order to facilitate the involvement of businesses in support and
recovery programs. The provision of information on the availability of support programs
for businesses plus strategies for managing through the difficult current environment via
forums and one-to-one counselling needs to be made available and targeted to identified
needs. Many businesses indicated that they were not aware of any business support
programs for which they would be eligible. Secondly, businesses indicated a preference
for any communication about assistance programs to be simple and direct. (High Priority)

. Apprenticeships — increase the drought apprenticeship allowance from $1500 to $5000 in

order to increase its value and, hence, uptake by business so that 2" and 3" year
apprentices are able to complete their training.

. Labour retention — i) regional labour exchange and outsourced work: There is an

opportunity to redirect the pool of under-utilised labour in the region to other areas of
need and opportunity. This mobilisation of labour (via training / community activities) to
support community needs and other work where there are labour shortages can assist
business affected by the drought and provide broader regional benefit. There may be a
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possibility of capturing outsourced work from other centres such as Melbourne / Geelong
however businesses will require external support to organise this. (High Priority)

ii) Training support to enable businesses to meet regulatory / compliance requirements
and to develop the skills of employees to enable future business development and
growth.

. Payroll Tax Relief — Provision of payroll tax relief for eligible businesses (>$500,000 p.a.

payroll).

Continue to monitor non-agriculture dependent businesses as the impact of the drought
on them is still to occur, particularly if the Autumn break is late or poor.

Provide training to businesses to enable them to tender for work associated with the
Wimmera Mallee Pipeline.

10.Develop strategies to ensure that businesses and workers associated with the pipeline

implementation ‘buy locally’.

Communities

1.

Monitoring the social and health impacts of drought on communities during 2007 will be
essential as the effects of the drought on the economy are still occurring and therefore
flow-on social effects may not become manifest for some time.

In particular, towns that have a greater reliance on expenditure by farmers are expected
to experience increasing impacts during 2007. These towns will have the smallest
populations and located in areas that support broadacre agriculture, rather than rural
lifestyle properties.

Schools program:

- provide support to children in schools to help them understand and cope with the
drought, and to participate in the life of the school, eg. overcome financial and time
constraints faced by families.

- investigate the impact of drought on young people and the effect on retention rates
at school.

Support volunteers that are delivering vital community services, eg. health and medical
transport, with their fuel costs.

Locally-based community events (social, cultural and arts) that are low cost or free will
appeal to many in the communities of the region and can be important in maintaining
community connectivity, particularly in the smaller towns. Likewise many sporting and
recreation activities will be severely affected by the drought and lack of water and
communities would benefit greatly from assistance to enable sporting activities to
continue locally.

Establish additional social work and mental health services to address community need
brought about by the drought. Services need to be funded for at least three years.
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5.9.2

Leadership

1.

Provide support for the Leadership Wimmera program to implement a business
leadership program. This will broaden the business sector’s involvement in leadership
roles that address regional challenges which will benefit business development and
deliver wider regional outcomes. (High Priority)

Establish a regional greenhouse partnership in the region to coordinate climate change
impacts, abatement and adaptation activities. (High Priority)

Recommendations for a Medium - Long Term Respon  se to the Drought

This section presents recommendations to address impacts of the drought in the medium to
long term.

Farm Sector

1.

Climate risk management — ensure that new and emerging research on climate change
and implications for agriculture are effectively communicated to the farm sector. The DPI
newsletter, “The Break” which is focussed on grain growing has the potential to be
broadened in scope as an example. The link between managing natural variability and
climate change needs to be communicated clearly. (High Priority)

. Diversification / Innovation — assess impact of new farming zones on the opportunity for

farming families to diversify their business.

Succession Planning / Decision Making — working with farmers to raise awareness of
climate change implications for the region’s suitability for agriculture. Resources are
required to implement a communication plan to engage landholders about the impact of
climate change and opportunities to adapt or alter their business plans.

Business Sector

1.

Diversification / Adaptation - Support agribusinesses reliant on agriculture to investigate
options of reducing their risk in light of climate change and look at the competitive
advantages of this region if it remains dry. (High Priority)

Agribusiness development — preparation of a regional agribusiness development plan to
guide future investment that will enable growth of agribusiness.

Innovation — continue to foster a culture of business innovation within the region and
provide support to businesses to invest in innovation, eg. grants for study tours, feasibility
analysis, etc.
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Communities

1.

Provide social support, eg. counsellors, for communities over the next three years to
assist their capacity to deal with on-going rural change and post-drought recovery. (High
Priority)

Undertake further research, utilising 2006 ABS census data, to improve understanding of
the change over the last five years and show how the demographics may look in 15 years
under a tougher climate scenario. Scenario 1 Climate change has occurred far more
rapidly than thought and rainfall since 1993 is now more the norm (50 mm less annual
average rainfall). The general implications of rural change are understood, but additional
effort is required to develop actions to address issues - services needed, volunteerism,
changing nature of small town demographics, etc.

Community Foundation - Provide support for the establishment of a regional community
foundation in order to make more efficient use of volunteer resources and redress less
sponsorship money in the community due to economic impact of drought and also to help
communities become more able to attract resources in addition to government grant
processes and resources. With shrinking volunteer resources, it is important to reduce
the proportion of time volunteers spend on fund raising. A foundation provides another
opportunity for retaining regional wealth within the region.

Water

1.

Water supply planning and delivery — ensure that GWMWater has close engagement with
relevant agencies, eg. health, welfare, to help them assess the social implications of on-
going dry conditions and to develop responses to support affected communities and
families at most risk. (High Priority)

Continue to actively assist local businesses to be capable of winning business associated
with the implementation of the Wimmera Mallee pipeline. (High Priority)

. Water for Growth — determine the water for growth business development opportunities in

the region emanating from the implementation of the pipeline and develop a strategy for
promoting and optimising the regional benefits from them.
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Regional Growth

Future Directions

The Wimmera region has a track record of actively planning and implementing projects in a
collaborative manner to help the region grow and prosper, eg. Wimmera Mallee Pipeline
Project; Community Planning Initiative 2005; Wimmera Strategic Plan 2001.

Many of these initiatives have involved a range of regional stakeholders such as local
government, state agencies, water authority, businesses and community organisations.
There is a recognition that strong working partnerships are necessary to achieve success.

Collectively these initiatives have established a direction for the region which comprises the
following major elements:

The piping of the Domestic and Stock water system to provide a secure water supply for
the region that will provide significant economic, environmental and social benefits

Continuing research and development in the grains industry to position the Wimmera as
the premier dryland agricultural region in Australia

Strengthening the regional service role of Horsham and supporting business innovation
and community capacity within the region’s small towns

Addressing infrastructure, labour and education and training needs of businesses and the

community.

Horsham, as the major provincial centre in the region, has a critical role in the survival and
growth of the broader region.52 Provincial centres provide a region with access to a
workforce, housing alternatives for workers, high quality and large-scale education and
health services and a wide choice of cultural, retail and recreational options.

Therefore the quality, scale and level of services available in Horsham, and to a lesser
extent Stawell, will have a direct impact on the ability of the outlying towns to survive and
prosper. This dependency is particularly critical when there is no other large town within
commuting distance.

Population growth in regional areas is driving jobs growth. There is a strong relationship
between the quality of a region’s liveability attributes and population growth. These
liveability attributes include:

a) attractive built and natural environment

b) access to health and education services (eg. university)
c) affordable housing and a range of choices

d) access to diverse employment opportunities

e) high quality recreation and cultural experiences
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There is a recognised need to use a regional and united approach to overcome barriers
such as limited resources and burnout in volunteers when addressing these factors, rather
than towns, agencies or Councils tackling them in isolation.

Regional Strengths, Weaknesses and Opportunitie s

The Focus Group task, undertaken as part of this study, explored advantages and
disadvantages the Wimmera Southern Mallee region offers agribusiness and business more
generally, in order to consider the outlook for future economic development in the area.

Strengths

From the perspective of business, the region offers a number of advantages. These include:
the availability of competitively-priced land; a stable workforce; access to training; and a
central location between Adelaide and Melbourne.

A further strength the groups identified is a culture of supporting innovation and the
exploration of new opportunities. This advantage was attributed in large part to the work of
the Wimmera Development Association.

Although some participants suggested that a lack of housing in small towns is a distinct
barrier to development, the affordability of land in small towns (as distinct from Horsham)
was also flagged as an advantage for businesses.

Once the pipeline is completed, people also expect quality and reliability of the water supply
to be another strength. The presence of aquifers and the potential water supply they
represent was identified as a further opportunity to explore, particularly for small towns that
have inadequate water supply. This groundwater may also present opportunities associated
with desalinisation and salt harvesting.

The increasing strength of the mining industry in the region is creating competition for labour
especially with agribusiness. Up until recently, agribusiness in the region has had few
industries which compete for labour. To remain an employer of choice, agribusiness will
need to address the higher wages it is understood the mining industry offers for comparable
skills. The current drought and associated fluctuations in agribusiness employment may be
exacerbating this issue.

The region is actively pursuing initiatives to strengthen the agricultural sector, in particular by
the Grains Innovation Park and the Grains Industry Cluster (see Fig. 11). The Park aims to
establish an international grains industry cluster of science and business expertise that will
deliver innovation to the grains industry and enhance the industry’s competitiveness.

Another example of regional collaboration is the Wimmera Regional Transport Group.
Wimmera Regional Transport Plan is a thorough analysis of the region’s future transport
needs and will require significant investment of time and energy by the Wimmera Regional
Transport Group to implement.

The regional centre of the Wimmera Southern Mallee region, Horsham, is considered to
contain a number of strengths as a business operating environment, such as:
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Growing population

Growing retail and industrial sectors

Good industrial/commercial/residential land availability
Geographic location at intersection of major highways
Access to markets via rail (Melbourne/Adelaide/Portland)

Stable and committed workforce

The importance of Horsham as a regional centre was noted by the Focus Groups. It was felt
that its prosperity and attractiveness as a place to live must continue to be lifted. With
populations of smaller towns on the decline, people wanted Horsham to counter this trend
with strong population growth. A larger population would be encouraged by, and would
encourage, an expansion in the choice and quality of services and facilities in the town.

Weaknesses

Although most Focus Group participants were optimistic that the pipeline will largely resolve
the regions’ water shortage within five years, for now the major weakness of the region for
business was considered to be the lack of water and poor water quality. Linked to this is the
seasonal volatility of agriculture, creating vulnerability in businesses that are reliant on the
agricultural sector.

Some people considered a lack of housing stock to be a significant barrier to economic
development in small towns, which is an issue noted as common to many rural areas. As
there is market failure in the housing market, it was suggested that for towns with less than
5,000 people, assistance should be made available to develop residential estates (as
applies to industrial estates).

Finally, the cost of doing business in small towns was seen by some to be a barrier to
growth. This refers particularly to costs associated with transport and an inadequate
telecommunications infrastructure. One of the most critical infrastructure issues for local
communities is to be connected to high speed telecommunications facilities (RPD Group,
2005).

Local government council plans53 and other regional strategies identify numerous issues that
influence economic development in the region, many of which are shared across a nhumber
of the councils.
The most common issues noted by councils are:

Need to improve the condition of roads for transport and safety reasons;

Provision of different housing and accommodation choices in towns;

Addressing the skills and training needs of businesses;

Lifting the standard of broadband and mobile phone coverage;
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Provision of industrial land,;

Capitalising on business development opportunities from the Wimmera Mallee pipeline;
Strengthening tourism development;

Improved public transport, both rail and bus;

Aged care services;

Other challenges facing the region include:
Provision of gas supply to towns and businesses to enable growth;

Overcoming isolation from Melbourne through a passenger air service from Horsham and
improved metro equivalent broadband coverage in the region;

Determining if the new rural zones are constraining on-farm business diversification in

farming areas.

An analysis of the weakness of the business operating environment of Horsham (RDV 2006)
is generally consistent with locally held views. For example, constraints to economic growth
include:

Cost of freight and movement of goods is considered high, particularly with rising oil
prices

Difficult to attract large companies.
Cost of infrastructure to service new residential and industrial land
Skills shortages

Distance from Melbourne — costly to send staff there for training and difficult to service
customers there.

Infrequency of the rail service

Long distance from ports.

Opportunities

The Focus Groups explored future economic development opportunities for the region in
light of the known trends in population decline and changing farm size.

Opportunities for developing the agricultural sector were discussed. These included the
prospects for an intensive livestock sector, which is seen to have potential but is also subject
to water availability. A move towards alternative fuels / renewable energy (eg. ethanol,
biodiesel) was also discussed. It is an option that needs to be thoroughly investigated to
allow industry to make informed decisions about it.

While the economy relies significantly on agriculture and will continue to do so, given the
ongoing exposure to impacts brought about by climate variability that this creates, it was
also felt that businesses unrelated or not reliant on agriculture need to be encouraged.
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Some people believed that business development initiatives should focus on existing
businesses in the region. The existing business base was seen to be important as these
businesses are generally committed to the region.

Others thought the region needs to be more active in promoting itself externally to new
businesses. While concerns were raised that it would be very difficult to attract a more
diverse range of businesses to the region, some felt that this could be achieved by focusing
on the competitive advantages the area offers businesses. Some examples were cited of
businesses that would not normally be expected to view the region as a preferable location
having successfully relocated to the area.

For existing businesses in the region, the main priority is helping them manage the strains
brought about by the current drought. If and when conditions improve, there may then be an
opportunity to assist these businesses with business planning, management and
implementation. While there is a range of government programs currently available, it was
felt that these need to be boosted to increase appeal and uptake as they tend to be poorly
understood by the business sector.

Businesses that are successful will be looking to invest in the region. Whereas agricultural
investments have been common in the past, in future it is expected that businesses will be
seeking alternatives to that. This may present an opportunity to better link investors with
local business development.

The future of small towns in the region was expected to rely significantly on their local
communities. People felt that towns can prosper when there is the right mix of local
leadership, drive and community support, plus innovators or entrepreneurs who are willing to
take a risk.

Local government plans and other regional strategies identify a number of specific economic
development opportunities including:

Expansion of mineral sands mining industry;

Expansion of the gold mining industry;

Intensive livestock industry;

High value horticulture utilising groundwater in the western part of the region;

Provision of infrastructure to support growth of industry, such as three phase power, gas,
roads, industrial land, water;

Investigating the potential for biofuels as a renewable energy source.

Strengthening the mineral sands industry, eg. Donald mineral sands, provides the region
with an opportunity to introduce a new set of skills and employment that will diversify the
current economic base. Experience from the Stawell mining industry has shown that spin off
businesses have been created which further diversify the economy.
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Figure 11: Grains Industry Case Study

Grains Industry Case Study

The grains industry in the Wimmera-Southern Mallee is participating in the Victorian
Government’s Regional Innovation Clusters Program. This initiative is helping the grains
industry to identify barriers to growth and lift its competitiveness. Preliminary findings to date
have shown that:

Over the last five years the grain industry in the Wimmera has remained static due primarily
to climatic conditions. Since 2002 the industry has not had a chance to recover fully;

The number of farms in the Wimmera has steadily decreased at a rate of 1% per annum
over the past 15 years whilst the average farm area cropped has increased demonstrating
an intensification of cropping over the period

Cropping generates the majority of income for the region's agriculture sector contributing
around two-thirds of agricultural income since the early 1990s The Wimmera continues to
offer a diverse range of crops which make it attractive to processors looking to add value;
The majority of grain is exported unprocessed from the Wimmera to Australian cities and
overseas;

The grain processing sector has grown significantly in the past 10 years and is an important
employer and value adding industry in the region;

The value of grain industry sales to processing sectors has increased in recent years;

The Wimmera has a competitive advantage in the production of pulses making them the
largest value added crop in the region;

Strong opportunities for Ethanol and Bio-diesel plants exist in the Wimmera;

The short term outlook for grain prices is positive as a result of a reduced supply in many
important grain producing countries;

Major regional centres in the Wimmera, in particular Horsham, play a crucial role in providing
skills sets and expertise for local grain processors who are seeking to add value to grain
before it leaves the region.
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6.3

Community Planning Initiative

In 2005, the Wimmera region conducted a Community Planning Initiative which looked at the
key areas for regional development and job creation. The outcome from the Initiative was
that a suite of themes and goals was identified that collectively contribute to the region
having the fundamental attributes required to provide for a competitive and liveable region.

The Initiative developed its themes and goals largely in response to two research reports:

1. “Provincial Victoria - Emerging Trends in Jobs and Population”, Regional Development
Victoria, 2005

2. “Understanding Rural Victoria”, Neil Barr, Department of Primary Industries, 2005

To illustrate the intent of the Community Planning Initiative, the themes and goals are listed
in the table below.

Table 7: Priorities of the Wimmera Community Planni  ng Initiative 2005

Regional Development
Develop a promotion campaign to market the region as a place to live and work and visit that
emphasises the opportunities available in the Wimmera and the quality of the lifestyle.
Investigate how the region can develop a more effective regional voice on matters affecting the
wellbeing of the region that are influenced by decision makers outside the region, eg. rail services,
Horsham air service, Dooen freight hub, housing and housing availability in small towns.

Health Services
Improving aged care services and facilities
Develop a more effective rural health model that delivers better services to the community

Transport

Improve transport links between towns in the Wimmera eg. enable better access to services and
employment

Education

Increase the accessibility of university places for Wimmera students and increase the availability of
different courses to help retain and train young people in the region.

Business Development

Capitalise on the pipeline project — identify business development opportunities and environmental
opportunities.

Arts and Culture

Improve arts facilities and develop more local cultural events that support and connect the
community

Recreation

Improve the quality of sporting and recreational facilities by having a shared facilities approach in the
region.

RMCG Consultants for Business, Communities & Environment Page 49




Wimmera Southern Mallee Drought Report 2007
Final Report

Action plans for the eight themes are being developed and implemented in various ways in
the region through a collaborative approach involving community and agency participation,
which reflects the intent of the region to work together on matters that affect the wellbeing of
the region. The success of these initiatives relies heavily on the agency / organisation
responsible for leading the work. The WDA also has a crucial role in assisting each of the
initiatives with advice on resourcing and information. Limited resourcing of the Initiative has
been identified as a major constraint to implementation.

Recommendation

Provide resources to implement, in consultation with the regional steering committee, the
eight action plans developed through the Community Planning Initiative. (High priority)
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6.4

6.4.1

Recommendations for Regional Growth

Regional Growth Strategy
The region has successfully tackled major and complex regional issues when it has put the
following elements in place:

United regional approach

Establish a clear vision for change

Gain commitment from, and, partnership with government (bipartisan support)

Develop a sound business and technical case for investment (good evidence)

Structure in place to drive the initiative (energy and resources)

Community leaders drive/support the initiative

Prepared to address the issue over time, ie. don’t expect a quick fix.
Many of the regional development opportunities and constraints identified during the course
of this study and outlined in this report have been raised numerous times in the past. These

issues have not been resolved before, often because they have not been tackled through a
regional approach and with the elements in place as described above.

Recommendation:

Therefore it is recommended that the region establish a Regional Growth Strategy
(Wimmera Southern Mallee) and a regional structure to coordinate the strategy. A regional
structure will require the support from a range of governments, agencies and institutions in
the region.

It is believed that this approach will provide a vehicle to progress matters identified by
Councils and others that require a regional approach, eg. housing, industrial land, road
maintenance, public transport, aged care services, telecommunications and training and
education.

The forecasts for climate change and implications for the region’s economy, communities
and environment must also be considered as part of a Regional Growth Strategy.

Secondly, water for growth that will be available from the pipeline provides potential
development opportunities that should be considered within a regional context.

Such an approach will build on the initial work started in the Community Planning Initiative in
2005 that has highlighted the additional work, skills and time required to facilitate complex
projects that encompass multiple stakeholders and industry sectors.

This approach has also been adopted elsewhere in Victoria, eg. Central Highlands, Loddon
Murray, and should also assist the region to have a more effective voice to government.

The following issues and actions provide an indicative starting point for a Regional Growth
Strategy.
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6.4.2

Infrastructure

Broadband — seek to expand metro equivalent broadband coverage in the region to
address unmet demand by business and communities. A regional approach is required
to seek support under the Australian Government's Broadband Connect infrastructure
program.

Dooen freight hub — continue to develop the Dooen transfer hub as the region’s number
one priority transport project (Wimmera Regional Transport Plan). This initiative is
strongly supported by local government across the region and by the Victorian
Government.

Residential land — adopt a regional and united approach with local government to seek
government support for residential land development, similar to the government’s policy
support for industrial land development. Housing investment in small towns in the region
has been minimal in the last 20 years. It is believed that the residential housing market in
some towns has potential if it can be kick started. This will help alleviate lack of housing
as an impediment to employment in Nhill, Warracknabeal and Edenhope, for example.

Passenger air service — that assistance be made available to enable a 6 month trial of a
commercial passenger air service to link Horsham and Melbourne.

Gas supply — that an audit of gas supply and future demand be conducted to determine
the provision of gas to service industry and residential growth in the region.

Industrial land — the identification of industrial land requirements has been completed
however a regional approach is required to gain government support for the provision of
infrastructure services to priority areas (Wimmera Industrial Land Capability Study)

Industry Development

Grains industry — support the implementation of the Grains Innovation Park business plan
and the Grains Industry Cluster study in order to strengthen the competitiveness of the
grains industry and value adding sector.

Mineral sands industry — build a strong relationship with the mineral sands industry and
work constructively to optimise the regional benefits from future development of the
industry and to minimise environmental and social impacts.

Regional Planning, Coordination & Resources

The resources available to foster economic development in the region appear to be
insufficient to progress opportunities and address the range of barriers facing development.
Local government in the region has relatively low capacity to undertake economic
development compared to other regions in part due to the drought and recent bushfires.

Recommendation:

That the WDA and local governments in the region review the resources available in the
region to facilitate economic development to determine if they are sufficient and/or
appropriately allocated to best meet the needs of the region. (High Priority)
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7 Summary of Recommendations

7.1.1 Recommendations for immediate implementation

in response to the drought

Recommendation Response* Priority Agency with Page
Lead Number
Responsibility
Farm Sector Financial Management Medium High DPI 39
Wimmera Mallee Medium Medium GWMWater / 39
Pipeline Opportunities DSE
Business Sector Business Counselling Medium High RDV 39
Employee Transition Short High RDV & DVC 39
Program
Program Awareness Short High RDV 39
and Uptake
Apprenticeships Short Medium DEET 39
Labour Retention Medium High RDV / ICN 39
Employee Training Short Medium DvC 39
Support
Payroll Tax Relief Medium Medium DTF 40
Monitoring Medium Medium DPI 40
Training for Tenders Medium Medium RDV 40
Buy Locally Medium Medium RDV / VPP 40
Communities Monitoring Social and Medium Medium DHS 40
Health Impacts
Schools Program Medium Medium DEET 40
Volunteer Support Medium Medium DvC 40
Community Events Short Medium DvC 40
Mental Health Services Long Medium DHS 40
Leadership Leadership Wimmera Long High RDV 41
Program
Greenhouse Partnership Long High DSE 41

*Note: definition of Response:

Short — activity expected to be completed within 6-12 months

Medium — activity expected to be completed within 12-18 months

Long — activity expected to be completed within 3 years
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7.1.2 Recommendations for medium- to long-term impl

the drought

ementation in response to

Recommendation Response Priority Agency with Page
Lead Number
Responsibility
Farm Sector Climate Risk Long High DPI 41
Management
Diversification Long Medium DPI 41
Decision Making Long Medium DPI 41
Business Sector Agribusiness Medium Medium RDV 41
Development
Innovation Long Medium RDV / 41
Auslindustry
Diversification Long High RDV 41
Communities Social Support Long High DHS 42
Further Research Medium Medium DOl 42
Community Foundation Long Medium WDA 42
Water Supply and Delivery Medium High DSE / 42
Planning GWMW ater
Wimmera Mallee Long High RDV 42
Pipeline
Water for Growth Long Medium GWMWater / 42
DPI
Regional Implementation of Long High RDV /DVC 50
Planning Community Planning

Initiative

7.1.3 Recommendations for Regional Growth

Recommendation Response Priority Agency with Lead Page Number
Responsibility
Regional Growth Strategy Long High RDV 51
Regional Planning, Medium High RDV 52
Coordination and Resourcing
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Appendix 1  Wimmera Southern Mallee Drought Report
Desk-Based Review
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Appendix 2  Agribusiness Survey
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Appendix 3  Retail and Manufacturing Businesses Surv ey
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Appendix 4  Focus Groups Report
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