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Abstract

The risks and costs of sub-optimal performance at any time, on any market or non-market challenge,
including climate change converging into climate variability, necessitates capacity for superior
strategy and action in Australian rangeland business. Garnaut’s 2008 and 2011 reviews suggest that
market forces will drive adaptation to climate change in agriculture. More recently, Garnaut warns
that when stress exceeds capacity to absorb change effective functioning of fractures can be
expected in human institutions and markets: things fall apart. Regional scrutiny is required to gauge
adaptation to shocks from all sources. Exploratory research was conducted into the adaptation
capacity of pastoralists in the rangelands of Western Australia using stakeholder engagement
methods. The project focused initially on developing and piloting two holistic economic models,
based on a four quadrant design and utilising theory from a Five Capitals approach. Analysis of the
Murchison and Kimberley regions affirm evidence from prior industry and regional studies that
highlight weaknesses in the Five Capitals, requiring transformational adaptation options to be
considered in strategic planning and decision making processes in the regions. This will likely be
necessary to increase the potential for reversal, of what is locally described as, ‘a century of
landscape degradation’ with associated adverse financial, human and social impacts. Developing
human and social capital, consistent with ‘leading practice’, is identified as the best strategy to lift
financial and environmental outcomes. Conceiving and successfully implementing leading practice
has individual, community and public policy dimensions where, in the case of the Murchison,
consensus has emerged that there is no room for wild dogs or other vermin and, analogously, no
room for ‘white ants’ (public policies that are impediments to performance). The researchers suggest
that in business strategic planning there is also no room for ‘elephants in the room’, including risk
managing climate change. Synergistic leading practice by private and public stakeholders is advanced
as the best frame in which to grapple with the complexity of multi-dimensional adaptation within
rangeland communities.

Introduction

Key challenges to Australian agricultural competitiveness include increasing import competition,
globalisation of supply chains, increasing frequency and intensity of adverse weather events,
reduction in population growth and access to skilled labour in regional areas (Commonwealth of
Australia, 2014). Elements critical to sustainable sectoral and regional development include
transformational leadership (Caldwell et al., 2012); enhanced adaptive capacity (Marshall et al.,
2013); enhanced risk management (Marshall et al., 2014), and sustainable value chains (Fearne et al.,
2012). These elements are integral to ‘leading practice’ adaptation, where stakeholders are private
and public, the scope is holistic (market, environmental and social) and appreciation of business,
chain and regional status requires use of effective diagnostic tools and engagement processes
(Marshall et al., 2014; Michael and Crossley, 2012; Soosay et al., 2012).

The complexity of managing an agribusiness, and the associated risks, can be best showcased by the
pastoral industry in western and central Australia. Recent research details the scope and scale of the
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environmental challenges effecting pastoral industry performance, including optimisation of land
management to animal production and profitability (Bray et al., 2013; Phelps et al., 2013; Holmes,
2014; Ansari, 2014). The sustainability of the livestock industry in the rangelands zone has been
questioned, most recently for the northern cattle industry by Holmes (2014), McCosker et al. (2010),
and Mclean et al. (2014), for the Murchison and Pilbara regions of Western Australian (WA)
rangelands by Safstrom and Waddell (2013), and by innovative, destocked pastoralists (Ansari, 2014).
For one example, the prevalence of wild dogs as threats to livestock, and vermin as grazing
competitors, are anathema to satisfactory or superior performance in pastoral businesses. Wild dogs
are widespread in Queensland, the Northern Territory and much of Western Australia and South
Australia and are known to have a significant detrimental market and non-market (social and
environmental) impacts (Wicks et al., 2014:1).

Based on this evidence, effective adaptation is required. Therefore, management capacities
(Marshall and Smajgl, 2013; Marshall et al., 2013), adopting genuine stakeholder engagement
processes (Cosgrove, 2009, Cosgrove, 2010), facing climate change denial (Wheeler et al., 2013),
increasing adaptation knowledge (Lawes and Kingwell, 2012), and implementing a ‘leading practice’
approach (Fearne et al., 2012; Michael and Crossley, 2012) are critical to adaptation and to achieving
a superior business position. Central to this approach is the focus on leading practice. Leading
practice is superior to ‘best practice’ through its focus on sustainable businesses and chains (Fearne
et al., 2012), smart strategic planning, and holistic risk management (Michael and Crossley, 2012).
The aim of this paper is to outline how our ongoing study, focused in the Murchison and Kimberley
regions in Western Australia, is testing a Five Capitals diagnostic model that consolidates leading
practice indicators with on-the-ground workshops conducted with producers who are trying to
implement leading practice through a collaborative approach.

Research context

Evidence that many rangeland enterprises and regions have been operating sub-optimally to leading
practice and sustainability for considerable periods is in vast contrast to the idea that the need for
interventions to deal with market failures in rural land is rare (Palutikof et al., 2013; Garnaut, 2008;
Garnaut, 2014). Within Australia’s rangelands, transformation to attain market competitiveness and
environmental sustainability is indicated as imperative. This notion is supported by credible long-
term business and regional case study research which variously diagnosed economic un-sustainability
(Holmes, 2014) and multi-dimensional failure (Safstrom and Waddell, 2013). In order to extend this
body of work, our research aims to work with two regions in Western Australia of apparent
intractable, concurrent economic and environmental un-sustainability, using a Five Capitals approach
combined with leading practice strategy.

A paradox in climate-exposed rural industries is that climate change is credibly deemed integral to
extreme and all-weather incidence but a higher proportion of rural than urban residents are sceptical
of the science (Buys et al., 2014). A smart strategy is needed to manage climate change discussions
while lifting capacity to adapt to the climate challenge. The strategy under evaluation in this research
is to contextualise climate adaptation under the imperative of ‘multi-challenge adaptation’. The
strategy involves three key elements: capitals based metrics to indicate region specific contexts;
identification of the elements of leading practice as a sustainable management and community
capacity- building concept; and engagement with stakeholders via leaders and workshops as an entry
point.

Lead thinking on business performance and climate change challenge is that practice needs to
reconcile on both criteria (Lowitt, 2014). The system advanced in this research indicates that the
sustainability strategy needs to attend to a range of criteria. Reference to ‘wild dogs’, ‘white ants’
and ‘elephants in the room’ are metaphors for the scope of leading practice: all relevant challenges
need to be dealt with to shift rangeland businesses from questionable viability (Holmes, 2014) into
sustainable enterprises on all aspects of management (e.g. Laurence et al., 2012).



3

Differentiating ‘leading practice’ from ‘Best Practice’

Best Practice is a method, process and or activity considered to be more effective at delivering a
particular outcome than any other technique, method, or process when applied to a particular
condition or circumstance. Best practice is often regarded as the most efficient and effective method
of completing a task, based on repeatable procedures that have proven themselves over time for
large numbers of people. Best Practice is widely recognised in agriculture as a process that promotes
sustainable agriculture and includes development and extension while simultaneously addressing
risks (Walsh and Cowley, 2014a; Walsh and Cowley, 2014b; Walsh et al., 2014). For example, in an
exploration of management strategies within future climate scenarios in northern Australian beef
cattle grazing, Phelps et al. (2013) report that well-adapted management strategies under a changing
climate are very similar to best practice within current climatic conditions.

Leading practice on the other hand is a practice that is more efficient and effective for delivering a
particular outcome, based upon the constraints being applied to a business entity. Leading practices
are leading only at a particular point in time, and are acknowledged to be continuously developing -
once a practice is superseded, more effective practices then take precedence (Laurence et al., 2011).
For example, the concept of leading practice is simply the best possible way of conducting activities
for a given enterprise at a given time. The concept is consistent with Lowitt (2014), where an aim to
survive climate change whilst maintaining a thriving business is articulated.

Applying the principles of leading practice in agribusiness enables the farmer, and those
organisations in the supply chain, to achieve integration and cost cutting while at the same time
extending their vision, thus remaining simultaneously competitive and innovative. The authors
acknowledge that both terms practically address key climate adaptation questions: What to do? How
much? When? However, leading practice is preferred for its tilt to specific business circumstances
and dynamics; that is, best fit to the nature of the climate adaptation challenge presented, in line
with other challenges to agribusiness at the time.

Modelling ‘leading practice’

Our study builds upon previous research which utilised a ‘capitals stock’ approach in order to develop
a stakeholder engagement tool that could serve as a starting point for individuals or groups in their
adaptation strategic planning processes. This holistic analysis is similar to that recently applied to
Northern China grasslands by Ding et al. (2014). The tool consists of two stages:

Stage 1: Assessment against the Five Capitals (Table 1 and Figure 1)

Stage 2: Plot capitals results against our leading practice model (Figure 2)



Table 1: Five Capitals approach: Defining the variables

Capitals Private indicators Public indicators

Human Capacity building for new required skills Regional adaptive capacity
Technology transfer/uptake capability* Social /collaborative learning
Knowledge (technical, climate change & Population growth*
adaptation)* Age distribution of a population
Access to labour* Skills training/education facilities*
Leadership Community health and wellbeing
Succession planning Industry leadership
Health and wellbeing of an individual Technology development and uptake
Data and knowledge availability

Social Information/knowledge networks* Industry relations
Social support networks* (reverse for Effectiveness of Natural Resource Management
transformational adaptation only) (NRM) groups and associations
Attitudes, values, and beliefs* Number of sport and recreation facilities

e climate change beliefs Number of social organisations

e environmental attitudes Community wellbeing*

. orientation to holding onto traditional Policies conducive to human/community welfare
business practices (reverse for all and wellbeing in the community at large
adaptation)

e identity (reverse for transformational
adaptation only)

¢  place attachment (reverse for
transformational adaptation only)

Relationship with key stakeholders (e.g.
supply/value chain members)
Natural Climate adaptation thinking* (i.e. attitude) Environmental (biophysical) impacts
Climate adaptation management *(i.e. behaviour) Climate change impacts* (rainfall & temperature)
Soil Policies conducive to long-term sustainability (i.e.
Biodiversity* NRM/Climate Adaptation) in the region
Biosecurity
Water*
Resource use
Chemical use
Physical State of business assets* (physical) State of public assets critical to business
performance
Regional infrastructure investment* (e.g. roads,
water, energy)
Financial Capital structure & sources Level of industry financial investment
Farm business profit* Level of foreign investment
Equity ratio* (debt to asset ratio) Supply / value chain factors
Rate of return on capital* Markets
Rate of return on equity Economic wealth of region
Sector profitability* (aggregate viability)
Policies conducive to industry & international
competitiveness (government incentives and
subsidies)

* Indicates the indicators used in the Five Capitals Assessment for both regions

The purpose of our preliminary application of the tool was to test its ability to gain insight into the
similarities and differences among the various capital stocks within the two livestock regions. Figure
1 provides a comparison of each case study assessment across the Five Capitals. Each indicator was
assigned a score from 0 (inadequate) to 5 (strongly adequate) to specify the relative degree to which
it would constrain or enable capacity to adapt in the year 2014.
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Figure 1: Five Capital assessments: Cross-comparison

Following the Five Capitals assessment, the regions were then plotted onto the four quadrant model
(Figure 2.). The vertical axis consolidated the capitals related to the current socio-economic
conditions (human, social and financial capitals) and the horizontal axis consolidated the
environmental factors (natural and physical capitals). Case studies were plotted on a scale from 0
(inadequate) to 5 (strongly adequate) by calculating the average ratings obtained from the capitals
assessment across both the private and public indicators. It was found that both rangeland regions
were unsustainable financially, environmentally and socially; a sub-optimal situation on all criteria;
and questionable capacity to arrest decline and recover. A sub-optimal result, requiring major
business adjustment and major assistance to adapt in order to satisfy the welfare needs of the
producers in those regions.
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Figure 2: Plotting against leading practice



Putting ‘leading practice’ into practice

As a result of participating in, and subsequent to, the study a number of respondents (who were
members of a loosely formed Producers Group) expressed a keen interest to formally establish a
'‘Leading Practice Group’ for the purpose of addressing opportunities and challenges. The notion of
leading practice was considered by respondents as elementary to lifting adaptation capacity
consistent with market competitiveness and risk management. Moreover, respondents recognised
the assessment and management of cumulative impacts requires greater collaboration and
coordination amongst stakeholders.

Consequently the group applied for and received funding from the Commonwealth Government to
formally establish a Leading Practice Group. The initial steps in this process will consist of a two day
strategic planning workshop for those interested in becoming members, to be followed by the
development of a strategic plan and subsequent action plans for on-ground activities or actions to be
undertaken by the group. A key feature of leading practice is the measurement of variables and
performance outcomes to identify potential modifications to the processes for the mutual benefit of
all stakeholders (Laurence et al., 2011). A component of the action planning process will be the
development of a program what will monitor inputs, processes and outputs. This information will be
incorporated in one or a number of management systems developed by the group. Overall,
respondents recognised that two fundamental tenets of leading practice are holistic engagement and
collaboration between participants within supply and value chains. To this end, respondents
accurately regarded leading practice to be as much about approach and attitude as it is about
innovative practices or particular technologies.

Conclusion

Climate change is recognised to present opportunities as well as challenges, with contemporary
policy reviews looking to lift sectoral competiveness and development in northern and remote
Australia. Appreciating externalities, such as environmental degradation, market fluctuations and
access to skilled labour, are sources of competitive advantage; they can also be points of leverage
critical to transformation. Economic review of climate change in agriculture supports the expectation
that market forces will drive climate adaptation, with failure likely to be rare as this mechanism
seldom fails. Extensive regions across Western Australia’s rangelands have recently been diagnosed
with multi-dimensional failure. The importance of engaging key stakeholders in implementing leading
practice is strategic and imperative. The Murchison and Kimberley regions in Western Australia serve
as a pilot to evolve a framework using leading practice and a Five Capitals approach in a collaborative
and engaged process.
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