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On-farm testing is still profitable in 2002
K D Atkins, SJ Sempleand R V Simpson

NSW Agriculture & Australian Sheep Industry CRC
OAI, Forest Road, ORANGE NSW 2800

The fact sheet “On-farm testing in commercial Merino flocksis profitable” showed how valuable on-farm
testing was for Merino producers across the whole spectrum of flock fibre diameter. This analysis was based
on wool prices between 1998 and 2001. Recent prices (first half of 2002) have changed peopl€'s perceptions
of the value of on-farm testing and has resulted in a significant drop-off in testing rates. Are the perceptions
justified? We have re-done the profitability analysis using only pricesin 2002 and an example flock of 2000
breeding ewes with or without a 1000 adult wether flock, aswe did previously. The results are shown in the
Figure below.

Figure L ong-term economic benefits of objective clip preparation and selection
in aflock of 2000 breeding ewes and 1000 adult wethers
using only prices from January to June 2002
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The clear conclusion isthat on-farm testing is still a profitable activity, and in fine wool flocksit is even more
profitable today than it has been for the past 3 years. Profit levels of up to $20,000 per year after an
investment of only $3,000 are a huge rate of return. But even in medium and broad wool flocks, on-farm
testing can still deliver substantial profits largely due to the potential for objective clip preparation in the
young, finer animals (first two shearings) within those flocks.
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There are two important issues that need to be considered in using this information to make decisions:

o Firstly, simply deciding whether to test on the basis of current prices assumes that these prices (or ones like
them) will last over the lifetime of the animals. Individual producers need to make some judgement on
whether future prices will be more like the current market (2002) or previous markets (1998-2001).

o Secondly, the returns in the current market are heavily influenced by potential returns from objective clip
preparation. With the possibility of drought-affected wool, likely returns will be substantially reduced in finer
salelinesif due care is not taken to exclude tender fleeces.
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On-farm testing of fibre diameter can be an extremely profitable management aid for producers of Merino wool.
Much of the uptake of thistechnology has been driven by being able to use the measurementsto produce lines of
wool from the current clip, which has been financially attractive over the past 3 years, particularly for producers
of medium or broad wool. But, the additional benefits that arise from re-using the same information for other
purposesare much greater:

Clip preparation at subsequent shearingscan doubleprofit levelsin most flocks

The use of fibre diameter measurements to select replacements is an opportunity to greatly increase profits,
particularly infine- and medium-wool flocks

Toillustratethelikely profits, using prices over the period 1998-2001, we have chosen an example flock of 2000
breeding ewes with or without a 1000 adult wether flock. The whole flock benefits of on-farm testing for
objective clip preparation and selection are shown in the Figure below where all the costs of testing have been
included and average PROFI T per year over a10-year period hasbeen cal culated and discounted back to today's
values.

Figure L ong-term economic benefits of objective clip preparation and selection
in aflock of 2000 breeding ewes and 1000 adult wethers
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Theconclusionsareclear that the benefitsare greatest when the basi c measurements are combined for anumber of
purposes.

e Fora23mm flock, the profit from testing largely comesfrom objective clip preparation in young animals, the
benefitsfrom selection being very small. Still, for aninvestment of $2,000 to $3,000 per year to measure 800
young ewesand 800 wethers, aprofit of about $4,000 per year would berealised.

¢ Ina2lmm flock, the benefits from objective clip preparation were greatest but still secondary to the benefits
from selection. Overall profitswereover $10,000 per year in the ewe + wether flock for an annual investment
of about $3,000 per year.

¢ Inthel9mmflock, themajority of the benefitsarosefrom sel ection with very modest gainsfrom objectiveclip
preparation. Profitlevelsperyear wereupto $15,000.

CONCLUSIONS

On-farmtestingisadesirableaid for almost all producersof Merinowool. Itismost profitable when animals
aremeasured each year becausethebenefitsfrom testing sheep keep on being delivered over thelifetimeof the
selected animals. In future, these same measurementswill be useful for identifying segmentsof theflock that
can be managed differentially for pasture utilisation, mating allocation or other management options. These
options, which can be collectively described as a precision production system, can massively improve the
profitability of thewool enterpriseandleadtoarevolution inthewool industry.

The information in this fact sheet is a summary of a paper The benefits of
on-farm testing in commercial Merino flocks, originally published in
Trangie QPLU$ Merinos - Open Day 2002", Ed. B.A.Bartlett. pp 23-31.
A copy of the easy to read 8-page paper can be obtained from:

Rachel Simpson

Australian Sheep Industry CRC
c/- NSW Agriculture

Orange Agricultural Institute
Forest Road

ORANGE NSW 2800

ph: 026391 3896
fax: 026391 3922
E-mail:rachel.smpson@agric.nsw.gov.au




