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Foreword

The horse industry has made enormous progress over the last five years in coming together
to address industry wide issues and encourage cooperation. The RIRDC Horse Program has
been a catalyst for much of this activity. In early 2000 Mr Martin O’Connor, the then
president of the Australian Horse Industry Council, sought to commission a large study to
estimate the economic contribution of the horse industry. The ACIL (1992) estimate of the
economic contribution of the racing industry of $2.4 billion was the only available estimate
and this clearly did not include a substantial proportion of the industry. However, before
undertaking major expenditure it was considered sensible to undertake a scoping study of
the feasibility of building a general equilibrium model of the industry and the usefulness of
the resulting model. This study is the result of this decision.

The study estimates that the contribution of the industry to the Australian economy is over
$6.2 billion a year. The contribution is measured in terms of final inputs to the industry as the
outputs are mostly recreation and entertainment. If the value of volunteer labour is included
as in social national accounts the contribution is over $8 billion a year. While racing and
associated activities (breeding and wagering) contribute a little over half, horse businesses,
equestrian events and breed events and the maintenance of horses are very large industries
in themselves.

The study concludes that developing a general equilibrium model would be very data
intensive and data is not currently available to support such a model. Collecting data proved
to be very difficult even for this more limited exercise. The industry will need to be sure that
the issues they face will be well informed by such a model if they decide to proceed.

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

This report, a new addition to RIRDC’s diverse range of over 700 research publications,
forms part of our Horse R&D Program, which aims to assist in developing the Australian
horse industry and enhancing its export potential

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

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

� purchases at www.rirdc.gov.au/eshop

Peter Core

Managing Director
Rural Industries Research and Development Corporation

http://www.rirdc.gov.au/reports/Index.htm
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Executive summary

An overview of the industry

Increasingly the various segments of the industry - racing, breeding, equestrian
organisations and businesses - are seeing themselves as an industry with many common
goals. This study provides a first attempt at estimating the contribution to the Australian
economy of the whole of the horse industry.

Apart from providing a baseline estimate of the contribution of the horse industry in 1999,
this study addresses two other issues. The first is what would have to be done to develop a
general equilibrium model of the industry that can be used to ask 'what if' questions. The
second is what issues face the industry where such a model would be of value in providing
insight into those 'what if' questions.

The economic contribution

The key results from the model are:

� the contribution to GDP of the horse industry is estimated at over $6.3 billion, and if the
value of volunteer labour is also included this pushes the contribution of the industry to
almost $8 billion;

� animal related expenditures contribute a little under half of the overall contribution to
GDP, at $3.1 billion — this expenditure is divided fairly evenly between animal
husbandry, feed, stabling and accommodation and training;

� business related expenditures contribute $2.4 billion — well over half is labour
expenditure;

� event related expenditure is almost $0.8 billion — a substantial proportion (around a
third) is spending on food and beverages by spectators. Transport for horses and
spectators are also big items;

� racing (breeding, racing businesses and wagering) is estimated to contribute around
$3.9 billion to GDP, although this includes the cost of keeping young horses;

� equestrian events are not that far behind racing events in contributing to GDP; with
expenditures of almost $0.4 billion on the events;

� wagering on horse racing alone contributes almost $1 billion to government revenue; and

� based on an average tax rate of 25 per cent income taxes on labour would contribute
$100 million in federal government revenue.

Issues facing the industry and the use of models

On the second question of the issues that face the industry, at the current time we were able
to identify only one issue where a model of the type originally proposed would be of benefit.
This is the issue that faces many expensive sports - a decline in membership as costs rise. The
GST and the recent increase in fuel have had an impact on horse ownership and involvement
in events. A general equilibrium model of the horse industry could be used to predict the
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effect of an increase in the price of inputs such as fodder on the number of horses kept. Such
a model, however, requires behavioural parameters such as how people respond to changes
in costs, to be estimated.

This is not to say that the industry does not face a number of other issues. Support for
research and disease prevention are key priorities for the industry. With declining
government input into these areas the industry will need to find funds to keep these areas
adequately resourced. Environmental issues are of major concern to many horse owners,
with the threat of loss of access to riding areas, and concerns over public health regulations
on keeping animals. Animal welfare is also an issue, with community concerns over the
health of animals involved in all aspects of the industry. Human welfare is another issue
with occupational health and safety concerns that need to be addressed in the sport. Whether
a model could assist in addressing these issues is unclear.

What is clear from this exercise is that not a lot is known about the horse industry as an
industry. For instance, the question of how many horses there are in Australia does not have
an exact answer, with the guestimates ranging from 900 000 to 1.8 million. The study
attempts to find the best guess on parameters from the number of horses to the number of
businesses. Cost structures are drawn from a diversity of sources and the resulting estimates
tested against what benchmark costs are around. The conclusion is that the industry is big,
and big industries are important. A less firm conclusion is that at least some segments of the
industry are in decline. This points to the time being ripe for the industry to recognise its
component parts and consolidate to provide a future for all segments and opportunities for
all Australians to participate in this most Australian of industries.

The way forward

A lot would need to be done to develop a general equilibrium model of the industry. The
ABS data collected is not sufficient to provide the necessary parameter estimates. New and
extensive data collection would be required. This would not be easy or cheap to achieve.
Researchers would not be able to rely on industry surveys as response rates are low and the
diversity of the industry, as well as across industry segments, means very large surveys are
needed. Value chain information will be difficult to collect and requires the cooperation of
industry members.

A starting point would be to challenge the assumptions made in this study and to build up a
better information base on such basic statistics as the number of horses in Australia. The
Rural Lands Protection Boards undertake an annual census of animal numbers on rural
properties and this would be a good place to start. The structure of businesses can be
represented by a value chain — that is measuring the costs of all inputs into production as a
share of total costs. Collation of such information would improve the accuracy of the simple
model developed in this study.

A model is only as good as the data going into it and only as useful as the importance and
relevance of the questions it can add insight to. The industry needs to work together to
develop a policy agenda, only then can the true value of building a general equilibrium
model be assessed. The challenge of developing a sensible general equilibrium model should
not be underestimated as the cost of acquiring the data will be large and the ABS unlikely to
provide the detail necessary for successful modelling.
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1. Introduction

Purpose of the study

The Australian horse industry is a vast complex industry with a wide range of inputs and
outputs. The diverse nature of the industry has hampered understanding of the contribution
of the industry to the Australian economy. In a world where entertainment and recreational
services are increasing as a share of economic activity — providing employment and
increasing the range and quality of services — the horse industry needs to be recognised as a
major contributor to economic activity. Such recognition and understanding is necessary to
ensure that private decisions with respect to investment and use, industry and association
decisions about management and industry regulation, and government decisions with
respect to government policy are made on a fully informed basis.

This study is a step towards quantifying and understanding the contribution of the horse
industry to the Australian economy. It:

� develops a framework for estimating the contribution of the industry;

� pulls together available data to make a broad estimate of the contribution of the industry;

� explores the value of this type of information to the industry in addressing key industry
concerns; and

� makes recommendations on the approach required and benefits from further
quantification and modelling of the industry.

Issues facing the horse industry

The study canvassed a number of industry participants from racing to pony clubs to inquire
about the issues facing each segment of the industry. The answers were as diverse as the
industry segments, and focused largely on issues at a local level. However, there were some
common themes.

An industry levy

At an industry level the main issue was the possibility of a levy on horseshoes. This levy was
proposed by the Australian Horse Industry Council (AHIC). The main purposes for the levy
are at least two fold.

� To provide matching funding for R&D as there is considerable pressure on the Rural
Industries Research and Development Corporation (RIRDC) to attract industry funding
for research, as well as boost funding for R&D on horses. Universities, which have
provided the core of the R&D capacity, are increasingly struggling to fund research
facilities and staff.
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� AHIC is a member of Animal Health Australia. This organisation monitors and
implements control programs for animal diseases. It has recently been restructured and
industry is expected to meet a larger share of the costs of disease prevention and control.

Environmental concerns

The industry faces a number of environmental concerns that may raise costs for industry
participants and reduce the social welfare of equestrian activities.

� Public health regulations govern the keeping of animals in urban areas. In some towns a
tightening of the regulations is imposing additional costs on stable owners, and in some
cases prohibiting the establishment of stables.

� The growing concern over the destruction of native habitat has led to pressure to prevent
riding in a number of state parks and reserves. This is limiting access to areas for riding
in a number of places, notably in Sydney.

� Feral horses used to be romantically viewed as part of the Australian outback tradition.
Increasingly feral horses are seen as destructive and contributing to land degradation.
This view has negative impacts on all the horse industry.

Occupational health and safety and animal welfare

Riding is increasingly viewed by many as a dangerous sport, which combined with the high
cost of the sport is making parents more reluctant to allow their children to take up the sport.
An issue facing the industry is not only to improve the safety of events through education,
course and sport design and other avenues, but also to improve the image of the industry.
Comparisons to rugby sports, for example, would suggest that the sport is perhaps less
dangerous than the public image portrays.

Welfare of animals is another major area of community concern. Concerns over animal
welfare were instrumental in stopping the trade in live horses for meat.  The racing industry
faces particular issues over animal welfare with community concerns over high wastage
rates, which again reflects on the whole industry.

The impact of the GST on the industry

The impact of the GST on the horse industry was largely unanticipated by industry
members, at least in the breeding and event industries. The savings from the abolition of
wholesale taxes were expected to offset the increase in costs on services, and feed costs were
expected to fall. The impact has been rising costs of services such as veterinary and farrier
services and entry fees to events, but also increases in the cost of feed and most other
supplies. This, combined with the increase in the cost of fuel has according to several sources
dramatically reduced the number of people and horses participating in equestrian events.

The breeding industry has also been negatively impacted, particularly with a long lag
between the costs of producing a foal and the realisation of a return on the sale of a horse.
The introduction of the Business Activity Statement has also raised administration costs
substantially for small breeders. Much of the industry is only semi-commercial in nature and
the GST is anticipated to see a number of the small breeders leave the industry.
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A model would have allowed the industry to undertake an impact assessment of the
proposed tax changes, making the industry better forewarned, though not necessarily in a
better position to influence the legislation.

Industry growth and export orientation

Over 70 percent of Australian GDP is associated with the supply of services — recreation
and entertainment are some of the fastest growing areas. The competition for the spectator
and participant dollar is increasing, but so to is the share of income spent on these activities.
If the industry is to grow it must be able to present a product that the public want to buy.
The issues above of welfare and safety are part of this product. The perception of equestrian
activities as the preserve of the wealthy also constrains demand, as does the perception of the
clubbish nature of much of the industry.

There is much emphasis at the central level on developing exports — of horses and
knowledge and expertise. The industry is first and foremost a service industry. This means
that its major market is the domestic market not the international market. Exports have been
identified as important potential for growth for parts of the breeding, and perhaps racing,
education and R&D segments. However, the big export opportunities might be in horse
related tourism.

The success of an export sector will build on the back of a successful domestic industry.
Industry cooperation to deal with the public perception issues and to compete for the
recreational and entertainment dollar will be the key to industry growth. While economic
modelling will not provide much in the way of achieving this cooperation, an indication of
the relative size of the industry segments might be an input into understanding the gains to
be made from such cooperation.

The role of models and the approach

Models are useful for assessing the impacts of policy. Sound understanding of the role,
linkages and interactions within horse related activities and to the wider economy is
essential for the development of policy related proposals to governments, and for proper
evaluation by government. In the first instance, a framework which gathers together all the
diverse activities that make up ‘the horse industry’ is likely to raise the stakes as
conventional treatment of ‘the horse industry’ usually appears in parts so its significance
tends to be underestimated. A full appreciation of size and significance would lead to a
reassessment of priorities by both industries and government.

The model being tackled here has only limited capacity to do ‘what if’ types of analysis.
While it can be used to estimate the cost to the industry of an increase in fodder prices, for
example, this estimate will overstate the impact as the model does not allow for substitution
between the now more expensive fodder and other nutritional sources. A next step would be
to build models that include ‘behaviour’ — how people respond to changes in relative prices.
This behaviour is summarised by historical estimates of the elasticities of substitution
between inputs as well as price elasticities of demand and supply for all inputs and all
outputs.
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Reliable estimates of inputs and outputs are the first step in building a more comprehensive
model. Collation of time series data on inputs and outputs (prices and volumes) is a next
step from which elasticity estimates can be derived. These elasticity estimates can also be
built up over time through empirical case studies. The modelling would then be a matter of
pulling together this array of data on this diverse industry into a general equilibrium (GE)
model of the industry.

Estimates of price and substitution elasticities are not available for almost any element of the
horse industry. Indeed, estimates of the inputs and outputs are often not available. For
example, we do not know with any degree of accuracy the number of horses in Australia, let
alone what they eat or how many veterinary hours are expended on health care. This study
is a starting point in developing such data.

The approach

Measuring economic activity and welfare

Gross domestic product (GDP) is the conventional measure of economic activity. There are
two different ways of appreciating just what GDP represents or comprises. One is to think of
it as the summing together of final consumption and investment. Another is to start with the
primary factors of production available to a country or state. These are land, labour and
capital. GDP for any period is the value of the total return to these primary factors. GDP
measures the flow of market activities over a year, and change in real GDP which is
estimated holding prices constant, is a key economic indicator for economic performance.

There are other approaches to measuring economic activity. Some of these approaches
recognise the considerable economic activity that takes place outside of the formal market.
Household work and voluntary services are two ‘economic’ activities that contribute to the
well being of the population, yet they are not captured in GDP. Measures that include
unpaid work are often called Social National Accounts (SNA). For many activities GDP
measures are likely to be ‘near enough’ but in other cases where voluntary and unpaid
activities are significant, GDP could be well wide of the mark. It seems likely that this would
be the case for many horse based activities.

‘Green’ National Accounts aim to include an estimate of the net change in the stock of
natural capital as well as in physical capital (investment). While hard to measure, the concept
at least forces people to think about how much natural capital has been eroded in delivering
economic services. Similarly, net investment in education or building up the stock of human
capital is included only ‘at cost’.

Even including estimates of unpaid work and changes in natural capital, the approaches
underestimate the welfare derived from consumption and investment. This is because they
are valued at market prices. At prevailing market prices there are typically some consumers
who would have been prepared to pay a higher price. The difference between market prices
and what people would have been prepared to pay is called consumer surplus. Chart 1.1
illustrates an example of the measured GDP contribution, the SNA contribution once unpaid
labour is included and the actual total welfare from pony club meets.

What is very clear from this example is that GDP based estimates understate the welfare
gained from the pony club meet. Yet GDP measures are what the policy makers respond to.
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The approach taken is to present two measures, one based on market based economic
activity, the other including estimates of the value of unpaid contributions. The data
requirements for estimating the additional consumer surplus are enormous, so the analysis
below is limited to estimates of economic contribution, not the contribution to welfare in
Australia.

Chart 1.1 The contribution to welfare of a pony club meet

Employment

�
 

Veterinary

�
 

Farrier, etc.

�
 

Used in production of other
inputs

Value measurement — market activities

Demand

$

Market price

Supply

Consumer
surplus

Producer surplus
— profit

Cost of
production

including imported inputs

Quantity

GDP
measure

= Welfare measure

Value measurement — non-market activities

Quantity

Demand

Consumer surplus
Total cost of
participation Volunteer labour

Other inputs

$

GDP

SNA
measure

GDP estimate
of values

= Welfare measure

The model

The model provides a number of ways of adding up the contribution of the industry. Only
the value of final outputs — to consumption or to investment — are counted in GDP. This
avoids double counting as otherwise the value of the inputs gets counted twice, or more.
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However, many of the final outputs of the horse industry do not have a market price so these
must be assessed at the cost of their final inputs.

Chart 1.2 summarises the approach taken to estimating the economic contribution. The
model estimates the contribution to GDP by adding up all final expenditures on goods and
services made by the horse industry.

Chart 1.2 Summary of expenditures
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Feed
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Training
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In order for a model to be manageable the diverse range of equestrian activities and the way
horses are maintained have to be reduced to a small number of categories. The categories are
chosen based on the differences in expenditure associated with each activity. The costs of
maintaining horses is included in the industry segment costs for breeding and racing. For all
other categories the costs of horse maintenance can be put into fewer categories than events.
The categories are explained in more detail in Chapter 4.

The expenditure categories are animal related, business related, event related and education
related.

The following chapter pulls together the available statistics that relate to the horse industry.
The additional estimates and assumptions developed for the modelling exercise and the
model results are given in Chapters 3 and 4.
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2. The components of the horse 

industry

Key segments of the industry

Industry segments

The horse industry is defined here as any economic activity that involves horses. The main
outputs and the main activities under each output are:

� Breeding — (5 categories) thoroughbred, standardbred, other registered horse breeds,
pony and other;

� Racing — (4 categories) city and country, thoroughbred and harness (other racing such as
Arabian and Quarter Horse are included as equestrian events);

� Horses involved in events, business and recreation — (7 categories) serious events,
recreational events, and recreation only, city and country, and retired horses (paddock
bashers) who are assumed to be only in the country;

� Equestrian events — (8 categories) agricultural shows (that have a range of events), EFA
events (dressage, showjumping, eventing), Western (for example, western pleasures,
campdraft, reining), breed association events (for example, breed shows and racing),
rodeo, endurance rides, team sports (polo and polocrosse) and pony club. Expenditure
depends on how large the events are in terms of participants and spectators so are
classified into major and minor events; and

� Horse businesses — (6 categories) breed and other associations, riding schools, trail and
holiday riding, stockwork, other (including police and army, carriage services, etc.),
horsemeat, and international trade and quarantine.

There are a number of overlapping areas both across segments and across activities within
segments. For example horses used for stockwork are often also used for recreation and
some types of equestrian events. Most people and their horses that participate in equestrian
events participate in a number of the types of events listed above and these horses are often
used for recreation.

Key industry inputs that can also be considered as separate segments of the industry are
listed below.

� Wagering— (3 categories) government TAB/totaliser, bookmakers, media.

� Education — TAFE, university, private colleges and schools, jockey and Harness
specialist schools, EFA qualifications.

� Research and Development (R&D) — veterinary schools, government agencies.
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Inputs

The main inputs can be classified as being horse related, event related or business related.

Horse related inputs

Horse related inputs are those associated with caring for and training the horse. Generally
these costs depend on the number of horses. They are influenced by the type of activities that
the horse is involved in, but not by the number of individual events participated in. The key
inputs are:

� Animal husbandry — veterinary services, farrier services, horse dentist, chiropractic
services, massage, acupuncture, etc;

� Stabling (includes paddocks) — capital (land and buildings), utilities, rates, maintenance,
insurance, cleaning, etc. The cost per horse depends on the average number of horses
kept in the establishment;

� Feed — grains, fodder, pasture. Large horses in training require around 5 kilograms of
grain a day, 5 litres of chaff and 2 sections of hay. Ponies require little grain and around
5 litres of chaff a day. More feed supplements are often required for ponies;

� Supplies — pharmaceuticals (including herbal remedies, conditioners, etc.), rugs
bandages, etc., harness and saddlery, diet supplements, clothing and footwear; and

� Training — trainer time.

Event related inputs

Event related inputs are the costs of conducting the event, and the costs to participants and
spectators of attending the event. There are a number of transfers that should not be
included in costs. For example, spectators pay entry fees, that, while a cost to them are a
transfer to the organisation running the event, who use them to pay costs of holding the
event. Counting these fees as well as the running cost would be double counting. Similarly
race winnings are a transfer from the sponsor or TAB or racing club to the owner of the
horse.

The main costs associated with events are:

� Transport — for the horses, participants, workers (often volunteers) and spectators — the
cost depending on the mode of transport and the distance travelled;

� Venues — similar to stabling cost there are capital costs, maintenance, rates, utilities,
insurance, etc. The cost per event depends on the number of events conducted at the
venue. Equipment that is reused such as barriers and jumps are included in this cost;

� Event operation — aside from the venue cost there are a number of operational costs.
These vary depending on the type of event, but include, veterinary and other animal
husbandry services including swabs, jockey, rider and driver costs, medical services,
advertising, insurance and administrative costs, and taxes and other fees;

� Catering cost — much of the spectator expenditure (apart from entry fees and wagering)
is on food and drink. The catering cost includes the ingredient cost and the service;
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� Accommodation and related expenditure — event officials, participants and spectators
incur additional expenditure when they stay overnight and eat at restaurants, that adds
to the economic impact of an event; and

� Participant expenditure — in addition to transport costs the participant faces additional
costs involved in preparing a horse and themselves for a particular event. The costs that
are event dependent such as additional training, special farrier services, massage,
shampoo, preparatory veterinary checks, etc. are included in the horse costs above, given
the classification is closely related to the number of events that would be attended.

Business related inputs

Horses are an important input to a number of activities, and events often have a business
side as well as the event side. For example records have to be kept, meetings organised and
conducted and newsletters produced by both racing clubs and breed societies. Businesses
offering horse related services face horse related costs, and additional costs associated with
conducting the business such as:

� Additional venue costs — race trainers, riding schools and trail riding operations are
likely to face venue costs in addition to stabling costs. Horse sales have venue costs, as do
wagering establishments. These costs may be categorised in the same way as event venue
costs;

� Additional transport costs — some business activities may face considerable transport
costs, for example breeding and racing horses;

� Business operation costs — businesses and organisations face the costs of IT, office
supplies, communication, training equipment, advertising, legal and accounting fees,
insurance, taxes and other government charges. There is also the cost of the workers in
these businesses; and

� Profit — businesses require a return on their capital invested.

Chart 2.1 summaries the types of horse industry expenditures and the key inputs that are
measured in the model.

The number of horses in Australia

The number of horses in Australia could be as high as 1.5 million or as low as 0.9 million of
which around 300 000 are feral horses.

The base estimate used in model is 1.2 million. This is substantially lower than the BRS
(Pilkington and Wilson 1993) estimates in 1993 of 1.5 million horses, reflecting an overall
decline in horses over the last decade.

The estimate depends critically on the proportion of horses that are registered, estimates of
which range from 10 per cent to 50 per cent. It also depends on the number of horses that are
registered more than once — again estimates of overlap vary greatly. The approach taken
here was to use the average of the estimates provided and test the implications of the range
in a sensitivity analysis.
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Chart 2.1 Types of final expenditures estimated
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ABS estimates

Table 2.1 summarises the ABS estimates of the number of horses in 1997 on agricultural
properties with an estimated value of annual output of $5000 or higher ($20 000 in 1990). The
vast majority of horses (85 per cent) are in New South Wales, Victoria and Queensland.
These estimates are thought to substantially underestimate the number of horses in
Australia.
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Table 2.1 Number of horses on agricultural properties

Number of horses

1990 1997

Stud 43 400 69 000

Other 217 100 165 000

Total 310 400 234 000

Source: ABS cat. 7113.0.

Breed and other registrations

The total number of horses is estimated from the sources indicated in Table 2.2. These
numbers overstate the number of horses in that registered horses often include deceased
horses and some horses are multiply registered, but they understate the numbers in that
many horses are not registered at all. Many performance and pleasure horses are
thoroughbred and standardbred, often drawn from racing stock. The numbers used in the
modelling are given in Chapter 4.

Trends in horse numbers

The reduction in the turnover required to be included in the ABS survey resulted in a rise in
the estimate of the number of horses in studs.  However, despite the reduction in the farm
turnover in the survey base the number of horses on other properties declined dramatically.
Because of the change in the base, the trend is difficult to establish, however this evidence
does suggests that overall the number of horses in Australia is declining fairly rapidly.

Yet membership in horse associations and societies is in general growing. Some associations
such as the Paint Horse Association and Australian Stock Horse Society report very strong
growth in recent years. However, this may reflect an increase in the proportion of horse
owners joining organisations rather than horse numbers. Insurance offered with membership
in many of the associations and clubs is one reason that might be attracting a larger
proportion of horse owners to join an organisation.
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Table 2.2 Information on the number of horses in Australia

Type Estimated numbers Source

Thoroughbred (racing) 32 039 Australian Racing Board (ARB 1999) 1998-99 number of
horses racing

Thoroughbred (breeding) 68 199 ARB (1999) 1998 total of stallion, broodmare and two years
foal crop

Standardbred (racing) 13 954 Inter-Dominion Harness Racing Council (IDHRC 2001) 1998
number of horses racing

Standardbred (breeding) 33 080 IDHRC(2001) 1998 total of stallion, broodmares covered plus
estimate of mares not covered and three years foal crop

Arabian Horses 42 101 Arabian Horse Society (AHS) 2000 — 24328 purebred
mares, 18 492 stallions & geldings, 690 foals registered

Arabian derivatives 60 333 Arabian Horse Society (AHS) 2000  - 33329 partbred mares,
27454 stallions & geldings,  includes deceased (estimated 7
per cent)

Australian Stock Horse 145 000 Australian Stock Horse Society (ASHS) Number registered
since 1971, approximately 3000 registrations a year includes
deceased (estimated 7 per cent)

Australian Quarter Horse 87 000 Australian Quarter Horse Association (AQHA 2001) Number
of registered horses- up to 5 per cent could be deceased,
some overlap with ASHA registrations – estimated 10 per
cent

Warmblood 10 000 Australian Warmblood Horse Association

Appaloosa 34 000 Australian Appaloosa Association (AAA) 2001

Paint Horse 6000 Paint Horse Association of Australia (PHAS) 2001

Heavy Horses Estimated average
5000 per breed

Shire Horse Association of Australia
Percheron Horse Breeders Association
Commonwealth Clydesdale Horse Society
Irish Draught and Sporthorse Society of Australia

Coloured Horses Estimated average
5000 per colour not
elsewhere registered

Australian Palomino Horse Association
Pinto Horse Association
National Buckskin Society
Australian Whitehorse Association

Other Breeds Estimated average of
1000 per breed not
elsewhere registered

Hackney Horse Society of Australia
American Saddlebred Horse Association
Fresian Horse Society
Australian Peruvian Paso Association
Hanoverian (German) Horse of Australia
Cleveland Bay Horse Society of Australia
Lipizzaner Horse Society
Andalusian Horse Association of Australia

Australian Pony 49 800 Australian Pony Stud Book Society (APSB) 2001 Covers 9
major pony breeds — Shetland, Welsh (Mountain, Cross,
Cob), Highland, Dartmoor, New Forest, Connemarra, Fjord
Horse, Hackney Pony and Horse. Number registered since
1979 is 35 000

Australian Pony 30 000 Australian Saddle Pony Association (ASPA) 2001 – (11 to
14.2 hands) expected that only 10 per cent are not registered
elsewhere

Miniature Horse and
Pony

Estimated 5 000 Miniature Horse Association of Australia – open to horses
and ponies under 8.2 hands.

Source: Horse associations and societies (personal communications, May 2001).
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Trade in horses

In 1998-99, 1 433 thoroughbreds (racing) were exported and 1046 were imported (ARB 1999).
Of the total number of horses imported in 2000, over 80 per cent were classified as purebred
breeding animals, but normally the share of breeding animals is around 25 to 30 per cent of
imports. On the export side, breeding animals made up around 50 per cent of exports. The
value of exports and imports of horses are given in Table 2.3.

Table 2.3 Trade in horses

Number of horsesa Value of tradeb

Imports Exports Imports Exports Net trade

$m $m $m

1995 2 422 2 940 75 098 47 047 -28 051

1996 2 406 2 135 78 590 39 755 -38 835

1997 2 473 1 974 95 726 53 915 -41 811

1998 2 836 1 952 118 729 63 652 -55 077

1999 2 929 2 725 123 156 85 179 -37 978

2000 5 022 2 976 96 581 91 900 -4681

a Horse numbers include re-imports. b Value excludes re-imports.

Source: ABS unpublished data (101.11, 101.19).

The ABS data distinguishes between purebred breeding animals (101.11) and other live
horses (101.19). This second category would include racehorses, horses brought in for events
(hence the big increase in 2000 for the Olympics) but also any live horses exported for
horsemeat. This practice is believed to have ceased in recent years.

People and horses

Businesses

The Australian National Accounts Input-Output Tables (ABS 5215.0) provide information on
four horse related activities.

� Horse studs contributed $218 million to GDP in 1993-94, of which $182 million were
inputs into other industries, $23 million consumed by households and $13 million
exported.

� Horse and dog racing operations contributed $1 506 million to GDP in 1993-94, of which
$88 million were inputs into other industries, $1 417 million consumed by households
and $1 million by government.

� Gambling services n.e.c. contributed $95 million to GDP in 1993-94, of which $82 million
consumed by households and $13 million by Government.

� Totaliser agency services contributed $814 million to GDP in 1993-94, all of which was
consumed by households.

The number of horse farming establishments in 1999 was estimated by the ABS to be 2177.
The number racing and gambling businesses estimated by ABS is given in Table 2.4.
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Table 2.4 Number of businesses and estimated employment and expenditure

Business type Number Employment Gross income Total expenses

no. $m $m

Racing clubs (horse and dog) ABS 194-95 269 10 882 658.0 614.1

Horse and greyhound trainers ABS 194-95 629 3 236 131.1 124.8

Gambling services n.e.c. ABS 1997-98 1629 13 722 2 680.5a 2 190.9

a Net of payouts to players.

Source: ABS Sports Industries (8686.0), ABS Gambling Industries (8684.0).

Associations, breed societies and clubs

Associations, breed societies and clubs that run racing and equestrian events are usually
non-profit organisations. Racing is of sufficient size, that despite the not for profit nature of
most of the clubs, their activities are reported under business activities and much of the work
is undertaken by paid employees. This is not the case with most of the other associations,
societies and clubs that, at best, have a small team of paid employees funded by member
fees. The larger associations often have two full time employees, and several part-time. The
smaller associations are usually staffed by volunteers. Volunteer workers provide much of
the administrative effort, and donations and fund raising constitute a significant source of
income.

The main categories of associations are listed below. The organisations listed in the A.E.I.S
Horse Industry Directory are given under each category. While not an exhaustive list this
does give an indication of the size and diversity of the industry. Some examples of the
number of events are also given.

� Industry Bodies:

– Australian Horse Alliance

– Horse Councils (state and federal).

� Racing — Thoroughbred, Harness, others:

– Jockey and Racing Clubs

– Owner’s Associations

– Trainers Associations.

� Agricultural and Show Societies and Councils:

– Royal Agricultural Societies (state and federal) — nine Royal shows (two in Victoria)
totalling 73 days of activities a year

– Agricultural Associations (A H & I Societies)

– Show Societies (towns)

– Event Councils (Showjumping, Dressage, Horse Trials).

� Equestrian Clubs:

– Equestrian Federation of Australia (EFA)

– Australian Trail Rider and Trail Horse Riders Associations

– Polo and Polocrosse Clubs and Associations

– Pony Clubs

– Dressage Clubs and Associations
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– Riding for the Disabled

– Riding Clubs

– Long Distance Riders and Endurance Riders Associations

– Vaulting Clubs

– Campdraft, Rodeo and Rough Riders Clubs and Associations

– Showjumping Clubs

– Harness Show Horse and Pony Associations

– National Pleasure Horse Association

– National Saddlehorse Association

– National Reining Horse Association.

� Breed Societies and Associations (see Table 2.2 above).

Table 2.5 provides a snapshot of some of the activities organised by these societies and
associations.

Horse occupations

The ABS (4156.0) estimate the number of people involved in the following horse related sport
and recreational occupations in August 1996, based on census data. Data is also available for
the end of June 1997 for gambling industries employment, ABS (8684.0).

� Horse breeder — 1 129

� Jockey — 874

� Horse riding coach — 496

� Horse or dog racing official — 383

� Farrier (including apprentices) — 644

� Horse trainer — 2 383

� Stud hand or stable hand — 2 527

� Bookmaker — 404 (503 June 1997)

� Betting agency branch manager — 2 013

� Betting agency counter clerk — 2 226 (TAB operators 4 795 June 1997)

� Telephone betting clerk — 413 (2 279 June 1997)

� Bookmaker’s clerk — 334 (2 156 June 1997)

The numbers demonstrate the difference that can arise in ABS data, with the gambling
employment survey (given in brackets above) giving much higher employment numbers
than the census data.
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Table 2.5 Some estimates of events organised by societies and associations

Members
Horses

registereda
Affiliated

clubs
Major

events
Other

events Source

no. no. no. per year per year

Equestrian
Federation
of Australia

4 200 10 000 120 15 300 EFA NSW, 18 dressage, 6
show jumping, 4 eventing per
month

NSW 2 000 2 000 150 10 350 EFA, QLD, 12 dressage, 12
shows, 4 eventing and 2 other
per month

Queensland 3 100 2 500 100 15 400 EFA, Victoria, 8 dressage, 2
show jumping, 2 eventing per
month

Victoria 2 500 2 500 75 10 225 Estimated

Western Australia 1 500 1 500 75 10 225 Estimated

South Australia  300 300 25 6 75 Estimated

Tasmania 452 456 25 12 36 EFA, Tasmania

Northern Territory  100 70 4 6 12 EFA, NT, 6 official events a
year, 4 unofficial events per
month

Total EFAe 13 700 18 870 549 69 1 587

Agricultural shows 9 581 121 in Victoria

Quarter Horse 5 000 87 000 58 10 580 AQHA

Stock Horse 7 000 145 000 60 5 360 ASHS

Arabian Horse 4 890 103 603 54 1 324 AAHS

Appaloosa 1 500 34 000 7 84 AAS

Paint Horseb 1 100 6 000 7 6 84 PHAA

Saddle Pony 2 500 30 000 AH&I 8 Saddle Pony Studbook

Pony Studbook 3 000 49 800 8 Pony Studbook

Other breed and
associationc

5 000 20 000 10 Estimate

Pony Club 75 000 970 50 23 750 National Pony Club

Rodeo 4 800 50 300 NRCA

Riding for the
Disabled

3 256 952 RDA

Polocrosse 3 682 197 9 788 Australian Polocrosse
Association

Polo 3 000 9 400 Estimate

Endurance 6  176 AERA

Total (estimate)d 118 433 257 28 440

a Number of horses registered includes some deceased horses for the breed societies. b Actively competing horses only. c

Estimate based on number of associations and average size. d Assumed that half of the members of breed societies are also
members of EFA or Pony Club, and half of these events are common events. e Totals adjusted as all agricultural shows are
included as EFA events.

Source: State EFA associations, breed and other associations (personal communications, May 2001).

Participants in horse events

The number of people participating in horse riding in 1995-96 is estimated by survey and
published in ABS 4177.

� In 1995-96, 97 500 people participated in organised horse riding activities, and in 1998-99,
77 800 participated in organised horse riding activities.

�  In 1998-99 257 500 people participated in horse riding activities (179.7 or 70 per cent were
involved in riding that was not organised).

The membership numbers in Table 2.5 suggest that this survey vastly underestimates the
number of people involved with horse riding. However, estimates are not highly sensitive to
this assumption, as most expenditure is dependent on horse rather than participant numbers.
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Trends in participation

The ABS numbers imply a decline in the number of participants of organised horse riding
activities. This belies the increase in membership of clubs and associations discussed above.
While there is some overlap of membership, the number of members in the organisations
surveyed exceeded 118 000 (see Table 2.5). Membership of pony club alone is estimated at
75 000, though the numbers do fluctuate.

The standard error on the ABS survey is high for sports that a relatively small proportion of
the population participates in, and the variation in the figures is within the first standard
deviation. This makes assessment of the trend in participation difficult. A more extensive
national survey would be required to more accurately assess participation in horse riding
events. A survey of organisation members to assess membership overlap and the number of
events attended would also provide better information.

Spectators at horse events

In the year ended March 1999, ABS (4174.0. 4156.0) estimated that:

� 1 756 400 people attended horse racing, up 3.3 per cent since 1995;

� 534 800 people attended harness racing, down 10.8 per cent since 1995; and

� 50 400 persons attended horse riding and equestrian events, down 21 per cent since 1995.

These numbers imply a significant decline in spectators for equestrian events. However, with
the Olympics in 2000, the interest in equestrian events has increased dramatically.
Organisations surveyed reported a substantial increase in spectators in the last year. Some
types of events are more appealing to non specialists such as campdrafting and have seen
steady growth in spectator numbers over the last five years.

Other information on inputs and outputs

� Imports of horse and cow rugs, etc., saddlery, and harnesses (International Trade ABS
5460.0) were $9.3 million in 1995-96.

� Exports of horse and cow rugs, etc., saddlery, and harnesses (International Trade ABS
5460.0) were $6.3 million in 1995-96.

� The estimated expenditure on organised horse riding totalled $178.8 million in 1995-96,
averaging $1 833 per participant, making it the most expensive sport to participate in (air
sports were $1 301 per participant and motor sports $1 653) (ABS 4177.0). The
expenditure was made up of:

– Memberships fees — 13.3 per cent

– Transport and weekly fees — 26.2 per cent

– Clothing and equipment — 27.2 per cent

– Other — 33.3 per cent.

� Around 86 per cent of the racing clubs are registered as non-profit organisations
(ABS 8686).

The estimates summarised in this chapter provide only a small proportion of the parameters
required to estimate the economic contribution of the horse industry. Additional data
collected by both formal and informal surveys is summarised in the following chapter,
which presents the model results.
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3. The economics of horses — 

estimates of the total industry 

contribution

Contribution to GDP

The horse industry is estimated to contribute $6329 million dollars to the Australian
economy each year through the horse related business activities, events and expenditure on
horse maintenance. This almost compares in size with the livestock industry, which
contributes around $7 billion to GDP, while the whole of agriculture, fisheries and forestry
contribute $18.1 billion to GDP.

The most sensitive parameter of the model is the number of horses and the most sensitive
estimate is the cost of horse maintenance. If a pessimistic assumption about animal numbers
is made the contribution of the industry to GDP falls to $5846 million. If a more optimistic
assumption about horse numbers is made the contribution increases to $7300 million.

Contribution to the social national accounts

Considerable amounts of voluntary labour are used in the maintenance of horses, in breed
and other associations and in the operation of equestrian events. The Social National
Accounts would include an estimate of this contribution of labour. The total additional
contribution of volunteer labour is estimated as $2582.5 million. The main areas of
contribution are:

� in breeding horses associated with animal care, voluntary labour is estimated to
contribute an additional $196 million;

� in the racing industry, associated with animal care and also with driving and riding, and
some training, particularly in harness racing voluntary labour contributes an additional
$43 million;

� in animal care for horses other than for racing and breeding voluntary labour contributes
an estimated $1663 million dollars to the SNA measure of economic activity;

� in events volunteer labour contributes an estimated $648 million; and

� in the running of breed and other associations volunteer labour contributes around $ 32.5
million.

Contribution of the different segments of the industry

At $3097 million animal related expenditures contribute a little under half of the overall
horse contribution to GDP. Business related expenditures contribute $2397 million and event
related expenditure $835 million.
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Table 3.1 summarises the different types of expenditure under animal related expenditure.

Table 3.1  Estimated total contribution of the horse industry

Breeding Racing
Major
event

Other
event Education Businesses Wagering Total

$m $m $m $m $m $m $m $m

Animal related
expenditure 742 422 1 932 3 097

Business
related
expenditure 119 114 21 295 1 848 2 397

Event related
expenditure 18 456 62 300 835

Total 879 992 1 995 300 21 295 1 848 6 329

Source: CIE model.

The breeding segment of the horse industry contributes an estimated $879 million to GDP.
Almost 70 per cent of breeding expenditure is associated with racing horses. Racing
businesses are estimated to contribute a similar amount at $992 million. Wagering on horse
races contributes $1848 million, roughly twice the contribution of the business of racing. This
gives a total contribution for the racing industry of $3429 million. This is considerably larger
than the estimate made by ACIL in 1991 of $2.4 billion (around 2.9 billion in today’s dollars).
The higher estimate is partly due to growth in wagering and in the thoroughbred industry,
but is also due to the inclusion of the cost of keeping young horses (thoroughbreds and
standardbreds) in breeding costs.

Excluding the cost of keeping horses events-related expenditure is estimated to contribute
$835 million of which major events contribute around 25 per cent.

The expenditure or education and R&D related to horses contributes a more modest $21
million, while other businesses contribute $295 million.

Animal related expenditures

The breeding industry spends $742 million on animal related expenditures, racing spending
around 60 per cent of this, and all other horses costing around $1932 million. The shares of
expenditure on the different components are summarised in Table 3.2.

Table 3.2  Expenditure shares for animal related expenditures

Breeding Racing Horses — events

$m $m $m

Total husbandry services 97 56 253

Total stabling 178 148 834

Total feed 346 90 470

Total supplies 93 39 240

Total training 29 89 136

Total 742 422 1932

Source: CIE model.

The main features of the expenditures are as follows:
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� While overall animal husbandry makes up 13 per cent of animal related expenditure,
veterinary costs make up a much higher proportion for breeding (61 per cent), while
farrier costs are the highest share for racing (64 per cent);

� Establishment costs make up around 35 per cent of costs for breeding and racing, but a
higher proportion of costs for all other horses (43 per cent). Labour costs are the main
component in all cases and is much higher for breeding (65 per cent) and racing (53 per
cent) than other horses (35 per cent). This partly reflects the greater use of voluntary
labour in the latter industry segments;

� Feed costs are a higher share of costs in breeding (47 per cent) than in racing or other
horses. Grain makes up the highest share for racing (74 per cent);

� Supplies make up a similar share of costs as animal husbandry services. Ranging from 9
per cent in racing to 13 per cent for breeding horses. Pharmaceuticals are the main
expenditure item, followed closely by supplements; and

� Training is a large share of expenditures for racing at 21 per cent, but much smaller for
other horses (7 per cent) and breeding (4 per cent).

Business related expenditures

Business expenditure is dominated by wagering expenditure of $1.85 billion. Breeding and
racing have similar total business expenditures at $119 million and $114 million respectively.
Other businesses contribute $295 million while education and R&D contribute $21 million
directly to GDP. Table 3.3 summarises the shares of the main expenditure components.

Table 3.3  Expenditure shares for business related spending

Breeding Racing Education Businesses Wagering

$m $m $m $m $m

Total establishment cost 7 20 75

Total labour 91 77 10 206 487

Total other business 26 37 3 29 1286

Total business transport 2 4

Total profits 119 114 21 295 1848

Source: CIE model.

� Labour makes up the main component of business costs. It is 77 per cent of breeding
business costs, 67 per cent of racing, 50 per cent of education, 70 per cent of other
businesses but only 26 per cent of wagering.

� Establishment costs are a relatively high share of costs (33 per cent) in education and
R&D largely due to the specialised nature of the research facilities required.

� Operating expenditures range from 10 per cent for the other business category to 33 per
cent for racing to 70 per cent for wagering. However, the majority of this cost is taxes on
wagering turnover, which is 46 per cent of total business expenditure. Insurance and
legal and accounting fees are some of the more significant costs.

� Business transport is only included for breeding and businesses. Transport for racing is
associated mainly with racing fixtures. Transport is only a small share of total business
expenditures in each category.
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� Profits are the final business 'expense'. Only the other businesses are assumed to have an
identifiable profit component, for the reasons explained above. Profits make up 12 per
cent of the business expenditure.

Event related expenditures

Event related expenditures is the smallest of the three areas of expenditure, but still highly
significant in terms of economic impact. Horse sales included under the breeding industry
are a small share of this. Racing at $456 million is a much larger share, but equestrian events
are almost equivalent to 80 per cent of the race day events. This is due mainly to the large
number of equestrian events.

Table 3.4 summarises the main categories of expenditure on events.

Table 3.4 Event related expenditure

Breeding Racing Major event Other event

$m $m $m $m

Total transport cost — horses 0 10 9 106

Total transport cost — people 3 43 7 43

Total operation cost 1 72 8 39

Total venue cost 0 87 1 10

Total catering cost 9 216 20 78

Total accommodation, etc. 3 28 17 24

Total 18 456 62 300

Source: CIE model.

The main features are as follows:

� Horse transport is a relatively small share of total costs (2 per cent for breeding and
racing and 14 per cent for major events), except for minor events where it makes up a
larger share of costs (35 per cent);

� The transport cost of people has the highest share for sales (20 per cent) reflecting
widespread interest in thoroughbred sales in particular;

� Operating costs are a relatively small proportion of expenditures, with the highest cost
shares being for operations staff for sales and racing, jockeys and drivers for racing, and
for breeder insurance. Labour costs are very low for minor events due to the high
proportion of volunteer labour operating the events;

� Venue costs are the highest share for racing at 19 per cent of the cost. This is due to the
purpose built nature of racetracks, while the other event venues are more multi-purpose
so capital costs are spread over more events;

� Catering expenditure is a big share of event expenditure. For sales, catering makes up
52 per cent of event expenditure, the shares are 47 per cent for racing, 33 per cent for
major events and 26 per cent for minor events; and

� Accommodation related to participants and spectators staying overnight while at events
was 17 per cent of expenditures on sales and 27 per cent for major events (much of this is
associated with the Royal shows). It was much lower for racing at 6 per cent due to the
smaller number of multiple day events.
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4. Industry segments and their 

contribution

Estimation approach

Chart 4.1 presents a simplified version of Chart 1.2 which sets out how the estimates are

made.

As shown in Chart 4.1 all three major types of expenditure — animal related, business

related and ‘event’ related can be attributed for breeding and racing. However, due to the

multiple uses of the pleasure and business horse industry, this type of breakdown was not

attempted, as it would have required allocating shares of animal costs and event costs to

businesses or to pleasure. Thus the approach taken is to separate out the cost of just keeping

the horse from other expenses. Similarly, the cost of the associations that organise events is

kept separately from the events themselves.

Breeding

Numbers of horses and establishments

Number of horses

The number of horses at stud was estimated by the ABS to be 69 000 (Table 2.1). It is widely
thought that these estimates understate both the number of horses and the number of
breeding establishments, due to the number of semi-commercial breeders. The only accurate
information on breeding is available from the racing industry and its studbooks. Other breed
studbooks also provide some information.

� For thoroughbreds, in 1998 there were a 1 459 stallions and 30 531 broodmares, which
produced 17 876 foals in 1998 (ARB 1999). Of the foals 13 845 were registered. Artificial
insemination is not allowed for thoroughbred registration.

� For standardbreds, in 1998 there were 467 stallions and 9 891 broodmares serviced,
producing 6 927 foals (IDHRC 2001).

� For Arabs in 2000, there were 22 625 registered purebred mares, and 30 996 registered
Arabian derivative mares, however only a small proportion of these were involved in
breeding. There were 690 foal recordings and 1 166 purebred registrations. There were
981 part-breed registrations.
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Chart 4.1 Summary of approach

Animal related expenditures

Business related expenditures

Sale related expenditures

Animal related expenditures

Business related expenditures

Sale related expenditures

Business related expenditures

Animal related expenditures

Sale related expenditures

Racing

� Thoroughbred

� Harness

Breeding

Wagering

Horse maintenance

� events

�  recreation and

� business

Events

� major

� minor

Business

� horse and breed associations

� riding school, trail and holiday riding

� other business

� trade and quarantine

� horsemeat

Business related expenditure

Education and research and development
Business related expenditure

Estimates of the number of horses used for breeding and the annual foal crop are given in
Table 4.1. The numbers are based on data where available, or derived from assumptions
about the foal crop, which is proxied by new registrations where unavailable. The average
return rate for thoroughbreds and standardbreds is 70 per cent and around 15 per cent of
thoroughbred broodmares are not served in any one year. These numbers were used as the
basis to estimate the number of mares used for breeding in other breeds. Most horse
studbooks now allow artificial insemination. However, for some breeds this is a recent
change, and the genetic diversity is also likely to be greater, so stallion numbers for breeding
are likely to be somewhat higher than the 5 per cent for thoroughbred and standardbred
breeds.
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Table 4.1 Estimated number of horses involved in breeding

Broodmarea Stallionsb Foal crop Young horses
C

Total

Thoroughbred 30 531 1 459 17 876 16 088 65 954

Standardbred 9 774 443 6 927 5 611 22 755

Arabian — purebred 1 916 213 1 166  944 4 239

Arabian — part bred 1 612 179  981  795 3 566

Australian Stock Horse 5 750 639 3 500 2 835 12 724

Quarter Horse 6 571 730 4 000 3 240 14 542

Warmblood 821 91  500  405 1 818

Paint Horse  821 91  500  405 1 818

Appaloosa 904 100  550  446 1 999

Draft Horses 1 643 183 1 000  810 3 635

Pony 2 629 292 1 600 1 296 5 817

Other registered breeds 1 643 183 1 000  810 3 635

Registered coloured horses  821 91  500  405 1 818

Other horses — not registered 3 286  365 2 000 1 620 7 271

Total 68 722 5 059 42 100 35 710 151 591

Assumptions:  a Broodmares services have 70 per cent return, 15 per cent are not services. b Stallions make up 10 per cent of
breeding stock, 5 per cent for thoroughbred and standardbred. c Assumed 10 per cent loss of foals in first 3 years, young
horses are considered up to 2 years for thoroughbreds and 3 years for other breeds.

Source: CIE estimates based on Table 2.3 and studbook estimates.

The total number of young horses is estimated assuming that there is an annual wastage of
10 per cent, that thoroughbreds become economically active as two year olds and other
horses as three year olds. Many of these horses would be sold before this age, but are
included in the breeding estimates, as they would not be included in the other categories.

The numbers of horses involved in breeding is estimated to be 151 591 made up of 68 722
broodmares, 5 059 stallions, 42 100 foals and 35 710 young horses. This number is
considerably larger than the ABS estimate of horses at stud due to the addition of foals and
young horses.

Number of establishments

The ABS estimates of the number of horse farming establishments by area are given in Table
4.2.

Table 4.2 Number of horse farming establishments

Area (ha) 1992 1996 1997 1998 1999

0–49 416 762 818 642 963

50–99 272 366 386 420 457

100–499 436 454 500 462 662

500–999 52 48 59 47 57

1000–2500 19 28 23 29 19

> 2 500 15 16 17 13 19

Total 1210 1674 1803 1613 2177

Source: ABS 7102.0.

The model estimates the number of breed businesses on the basis of the average number of
broodmares per establishment. Based on an average number of mares of 30 for thoroughbred
and 20 for other breeds, there are just over 2 900 establishments breeding horses. This is
around 30 per cent more than reported in the ABS data. Anecdotal evidence suggests that
this may be an underestimate as there are a large number of very small breeders. However,
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most of these would also keep horses for events and pleasure and so would have stabling
costs included in this category.

Sales

Horses are sold directly and through auctions. Auctions or horse sales are particularly
important for the top end of the breeding spectrum. Unfortunately little information is
available on sales of horses other than thoroughbreds.

� In 1998, 6 497 thoroughbreds were sold at auction (ARB 1999).

� In 2000, 3 360 transfers of ownership of Arabian horses (purebred and derivatives), were
recorded (AHSA 2001).

All major breeds have at least one national sale, and many have state and local sales as well.
Sales often attract a number of spectators, for example the national sale of Paint Horses
recently attracted up to 3000 spectators.

The model assumes that 8 per cent of horses are sold at sales each year, based on the
thoroughbred information of an 8 per cent turnover. The average number of horses sold at a
sale is assumed to be around a hundred a day. Thoroughbred yearling sales will often offer
up to 500 horses, but the sales run for a number of days. Based on these assumptions there
are a total of 150 sale days each year.

Estimates of the economic contribution of the breeding industry

Two estimates of the contribution of the breeding industry are made. The base case, GDP
measure, assumes that for thoroughbred breeding 80 per cent of labour is paid, for
standardbred, 50 per cent of labour is paid and for other breeds only 20 per cent of labour is
paid. The total contribution (SNA) case assumes that all breeder and strapper labour is paid
labour.

The overall economic contribution

Under the base case the total contribution of the industry to GDP is estimated to be $0.89
billion a year. Table 4.3 summarises the estimates under the two assumptions about labour
reward.

Table 4.3 Economic contribution of the breeding industry

Thoroughbred Standard Reg. breeds Pony Other Total

$m $m $m $m $m $m

GDP measure 460 128 207 17 20 879
SNA measure 492 154 287 26 32 1 075

Source: CIE model.

The contribution to GDP can be broken down into the different expenditure categories.
Chart 4.2 breaks down the total expenditure into the three main categories of expenditure —
animal related, business related and sale related.
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Chart 4.2 Summary of expenditure by type
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Animal related expenditures

The first category of expenditure is estimated per horse or pony used in breeding. The total
cost of maintaining and breeding horses is estimated to range from  $6114 a year for
thoroughbreds and $4997 for standardbreds, to $2586 for non-registered horses. The costs for
broodmares are likely to be higher and the costs for young horses lower. The cost of training
is for young horses only.

� Animal husbandry on average costs breeders between $750 a horse for thoroughbreds,
and $550 a horse for other breeds.

� Stabling and care on average costs breeders between $1790 and $480 per horse per year
with thoroughbreds at the top end of the range and other non-registered horses at the
bottom end. This cost included depreciation on buildings, rates, utilities and maintenance
as well as labour.

� Feed costs per horse per year range from $2660 for thoroughbreds and standardbreds to
$700 a year for ponies.

� Supplies include pharmaceuticals, feed supplements, rugs and saddlery. The average cost
per horse ranges from $720 for thoroughbreds and ponies to $520 for other horses. Pony
breeders stated that because of the reliance on fodder, ponies had a greater need for diet
supplements. Thoroughbred costs are higher due to higher pharmaceutical use.

� Training costs are estimated at $800 a young horse for trainer time.

Business related expenditures

The costs and their breakdown are summarised in Chart 4.3.

These costs relate to operating a breeding business. The costs are based on an average sized
business — 30 mares for thoroughbred breeders and 20 for other breeders. The range is from
$43 600 (labour $32 000) for thoroughbred breeders to $7500 (labour $4000) for breeders of
non-registered horses. As indicated the major component of these costs is labour.
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Chart 4.3 Estimating cost shares  Expenditure per horse
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Transport of horses to and from breeders is also a major cost. This is particularly so for the
thoroughbred industry. The total cost of transport for breeding is estimated at $1.34 million
for thoroughbreds, and $1.77 million for all breeders. This does not include the cost of
transport to sales, which is included in sale expenditures.

Sales related expenditures

The final category of expenditure is sales. The costs are estimated per sale day, and the total
expenditure found by multiplying the daily cost with the number of sale days. The main
expenditure items are transport to and from the sales, labour to operate the sales and
catering for spectators. There is also some associated accommodation expenditure for those
participants and spectators who stay overnight on sale days. Thoroughbred sale days were
estimated to attract $177 000 per sale day, standardbred sales $117 000, breed sales $82 000,
pony sales $89 000 and other horse sales $35 000. These values do not include the revenue
from the sale of horses, which is a transfer within the industry. Chart 4.4 summarises the cost
shares associated with the sales.
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Chart 4.4 Estimating expenditure shares  Sales day expenditures
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Thoroughbred racing

Overview

In 1998-99 there were 425 race clubs operating on 380 tacks. They held 3110 race meetings
and 22 018 races (an average of seven races a meeting). The total number of horses involved
in racing was 32 039, of which around 800 are jumps horses. The number of starters was 211
283, implying that on average each horse participates in seven races a year. There were 6869
trainers of which 1428 were owner trainers, and 1587 jockeys of which 329 were apprentices
and 139 amateur jockeys (Australian Racing Board (ARB) 1998-99). Total spectator
attendance was 5 124 636.

The prize money for the 1998-99 year was $284 811 671 with $13 342 000 in incentive
payments (ARB 1998-99). If prize money and incentive payments are the only return for race
horse owners then, on average, the cost of owning a race horse for a year must be below $1
300 a horse for owners to make a profit on their investment. The fact that costs are
significantly higher implies that there are either other sources of income associated with
owning a racehorse or there is considerable ‘mental income’ or enjoyment derived from
involvement in the industry.

Estimates of the economic contribution

Unlike breeding and the event and recreation horses, the total number of horses racing is
known, as is the number of events. The key assumption that drives the estimates is the
average number of spectators. The number of spectators at racing events is estimated based
on ARB (2000) estimates, of the total number of attendances, at 5.12 million. It is assumed
that 30 per cent of attendances are at country races. The total number of attendees as
measured by the ABS at thoroughbred races was 1.76 million, implying that on average a
spectator attends 2.9 race days per year.
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Some other key parameters are:

� Seventy per cent of horses are assumed to be trained in the country. The average number
of horses in a training stable in the city is 14 and eight in the country;

� In city stables there are five horses per strapper and seven horses per strapper in the
country;

� There are 1587 jockeys of which half operate in the city and half in the country;

� There are 3110 race meets of which half are in the country and half in the city;

� On average there are 68 racing horses attending a race day;

� The number of thoroughbred trainers based in the city is estimated as 20 per cent of the
total number (6869) of trainers. The rest are in the country. An average of two trainers
operate each business; and

� For the GDP estimates it is assumed that 90 per cent of strappers are paid in the city and
70 per cent of strappers are paid in the country, the rest is provided by family labour. It is
also assumed that in the country 80 per cent of the jockeys are riding professionally
(paid). All thoroughbred training is assumed to be paid training.

Past estimates

Previous estimates of the economic contribution of the racing industry put the contribution
at $2.4 billion (ACIL 1992). This number has been much quoted and consists of contributions
of $1.4 million from the wagering associated with racing, $1 billion from training, breeding,
and race expenditure.

Estimate of overall economic contribution

The overall estimate is that thoroughbred racing contributes $0.76 billion to Australian GDP.
This is made up of $364 million from city training and racing and $396 million from country
training and racing. With an estimate of $460 million for breeding of thoroughbreds, this
estimate concords well with the ACIL (1992) estimates (allowing for inflation). If all labour is
included, the total contribution of thoroughbred racing is $ 0.78 billion, mainly due to
unpaid labour contributions in country training and racing.

Table 4.4 summarises the estimates for thoroughbred and harness racing and training.

Table 4.4 Economic contribution of the racing industry

Thoroughbred
city

Thoroughbred
country Harness city Harness country Total

$m $m $m $m $m

GDP measure 364 396 112 120 992
SNA measure 367 411 118 138 1

Source: CIE model.

Chart 4.5 shows the breakdown of expenditure by each category. For city thoroughbred
racing the majority of the expenditure (64 per cent) is related to the race day, while 30 per
cent is animal related. The numbers are almost reversed for country racing, where race days
contributed just over 30 per cent of total expenditure and animal related expenditure was
just over 50 per cent. The higher share of business expenditures reflects the larger number of
training businesses located in the country.
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Chart 4.5 Summary of expenditure by type
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Animal related expenditure

The average cost of keeping a thoroughbred racehorse in the city was estimated as $11 246 a
year, and $9244 in the country. Over 20 per cent of this cost was training. This compares with
the ACIL estimates of $50 a day in 1992 ($21 990 a year in today’s dollars) for keeping a horse
in the city and $25 a day ($10 950 a year in today’s dollars) for keeping a horse in training in
the country. These numbers exclude farrier and veterinary costs that are included in the
animal related cost estimates above. This comparison suggests that the estimates may be on
the low side for city based horses. However the numbers are for the average rather than
premium city stable, and also take into account the fact that horses are in training for only
around half a year, which might account for the difference.

Chart 4.6 shows the cost shares for animal related expenditures.

Chart 4.6 Estimating cost shares  Expenditure per horse
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Business related expenditure

The total business related expenditure for thoroughbred racing was estimated as  $96.5
million. In the city 64 per cent of this cost was labour and in the country 73 per cent. The
difference is accounted for by the higher rates, insurance and legal and accounting fees for
city based businesses.

Race day related expenditure

Race day expenditure for thoroughbred racing was estimated at $348 million. City race day’s
expenditure made up 67 per cent of this. The average expenditure on a city race day was
estimated at $150 000 and $73 000 for a country race day.

Chart 4.7 shows the breakdown of expenditure by type. The highest category of expenditure
is spectator expenditure on catering. This averages around $30 a day for all race days,
slightly lower in country areas. This concords well with the ACIL estimates in 1991.

Chart 4.7 Estimate of expenditure shares  Race day expenditures
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Harness racing

Overview

The Inter Dominion Harness Racing Council (IDHRC) has collated international data on
harness racing. In 1998, the number of racing days was 1988, with 15 420 purse races held, an
average of 7.8 races a racing day. The number of horses racing was 13 904. The prize money
in harness racing was $61 million in 1998 and the average prize money per horse racing was
$4416 (IDHRC 2001).
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Estimate of the economic contribution

The number of horses is provided by the IDHRC for 1999, and it is assumed that 70 per cent
are kept in the country. The main impact of this is lower stabling costs. ABS estimates the
total number of spectators who had attended a harness race day at least once at 534 800.
Based on the assumption that harness racing spectators go as often as thoroughbred racing
spectators the total number of attendances is estimated at 1.56 million. It is assumed that
30 per cent of attendances are at country races.

Some other key parameters are:

� Seventy per cent of horses are assumed to be trained in the country. The average number
of horses in a training stable in the city is 14 and eight in the country;

� Horses are in full time training for on average only half the year. In city stables there are
5 horses per strapper and 7 horses per strapper in the country;

� There are 1100 drivers of which half operate in the city and half in the country. For the
GDP estimates it is assumed that 75 per cent of the city drivers are professional and 50
per cent of the country race drivers are professional;

� There are 1988 race meets of which half are in the country and half in the city;

� On average there are 78 trotting horses attending a race day;

� The number of harness trainers based in the city is estimated as 20 per cent of the total
number (2980) of trainers. The rest are in the country. An average of two trainers operate
each business; and

� For the GDP estimates it is assumed that 75 per cent of strappers are paid in the city and
50 per cent of strappers are paid in the country, the rest is provided by family labour.

Estimate of overall economic contribution

The overall estimate is that harness racing contributes $0.23 billion to Australian GDP. This is
made up of $112 million from city training and racing and $120 million from country
training and racing. With an estimate of $128 million for breeding of standardbreds this
estimate puts total racing contributions at $1.6 million excluding wagering. If all labour is
included the total contribution of harness racing is $ 0.256 billion, mainly due to unpaid
labour contributions in country training and racing, which are higher in the harness racing
industry than in thoroughbred racing. Table 3.4 above summarises the estimates for harness
racing and training.

Chart 4.6 above shows the breakdown of expenditure by each category. The pattern of
expenditure is similar to thoroughbred racing. For city harness racing the majority of the
expenditure (60 per cent) is related to the race day, while 37 per cent is animal related. The
numbers are almost reversed for country racing, where race days contributed just over 34 per
cent of total expenditure, and animal related expenditure was just over 55 per cent. As with
thoroughbred racing, the higher share of business expenditures reflects the larger number of
training businesses located in the country.
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Animal related expenditure

The average cost of keeping a harness racehorse in the city was estimated at $9 829 per year
and $6762 in the country. Training made up 25 per cent of the cost in the city but only 15 per
cent of the cost in the country due to a lower number of hours of training. These estimates
compare with the ACIL estimates of $1000 a month in 1991, which included keep, but not
farrier or veterinary costs ($14 400 per year in today’s dollars) for keeping a horse with a city
based trainer. As with thoroughbreds this comparison suggests that the estimates may be on
the low side for city based horses. However, given that the same study puts the average cost
of owning a harness racehorse at $2 800 a year this suggests that the $1 000 a month is on the
high side. Chart 4.7 above shows the cost shares for animal related expenditures.

Business related expenditure

The total business related expenditure for harness racing was estimated at $17.5 million. A
lower share of this cost is due to labour (50 per cent in the city and 44 per cent in the country)
than in thoroughbred racing due to the higher unpaid contribution of family labour.

Race day related expenditure

Race day expenditure for harness racing was estimated at $108 million. City race day’s
expenditure made up 62 per cent of this. The average expenditure on a city race day was
estimated at $68 000 and $41 000 for a country race day.

Chart 4.6 above shows the breakdown of expenditure by type. As with the thoroughbred
racing the highest category of expenditure is spectator expenditure on catering.

Wagering

Overview

Wagering on racing is a big industry in Australia. In 1997-98 over $11.6 billion was wagered
on thoroughbred, harness and greyhound racing, with a net taking of $1.6 billion (ABS 8684).
Of total wagers $8.7 billion (75 per cent) was on thoroughbred racing, 84 per cent through the
TAB (ARB 1999).

The majority of wagering occurs off-course. In 1997-98 just under 19 per cent of total wagers
were placed on-course for thoroughbred, harness and greyhound betting. The majority of
this activity (62 per cent) took place with bookmakers. In 1997 harness racing attracted $1.2
billion in off-course wagers (IDHRC 2001). While we do not have a breakdown between
greyhound and harness racing for on- and off-course betting, based on the relative number
of races we assume that 62 per cent of the wagering in this category is on harness racing.

The pay out rate for off-course wagering on harness and thoroughbred racing through the
TAB is 84 per cent. For bookmakers the payout rate is higher at 96 per cent for on-course, and
95 per cent for off-course activity; only 6 per cent of bookmaker’s gross takings are off-
course.
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Taxes on gambling make a significant contribution to government revenue. In 1997-98
government revenue from betting was $452.1 million from thoroughbred racing and $119.6
million from harness and greyhound racing (ARB 1999).

In addition to the wagering businesses there are considerable media resources expended on
broadcasting racing. Sky Channel is devoted to racing, as are at least three radio stations and
racing makes up important content on around another 10 stations.

Estimate of the economic contribution of wagering

Wagering is an entertainment business that also contributes considerably to government
revenue. Its economic contribution is measured on the expenditure to deliver the
entertainment, rather than the entertainment value. Given that there are some social costs
associated with gambling, this economic measure may under or overstate the welfare
generated by gambling.

The expenditure shares are based on the ABS cost estimates for gambling n.e.c. For gambling
services n.e.c., which is all gambling excluding the lotteries and casinos, the labour costs
made up 9.4 per cent of expenditure in 1997-98 (ABS 8684.0). Taxes and levies made up
41.2 per cent, and commission expenses paid to agencies 19.2 per cent. Rent leasing and
hiring was 2 per cent, maintenance 0.7 per cent and depreciation 3.2 per cent. Advertising,
marketing and sponsorship was 1.2 per cent of expenses and insurance 0.1 per cent.

The number of employed workers was estimated from the ABS employment in gaming
survey, and the TAB reports on the number of workers. There is considerable discrepancy
between the number of workers reported in gambling n.e.c. and the number reported in the
employment survey. The approach taken is to use the employment survey numbers, as
gambling n.e.c. includes gambling activities other than associated with horse racing. Sky
Channel in 1999 had 183 full time equivalent employees. As most of the radio activity is relay
of races, the number of employees is relatively small.

There is also considerable discrepancy between the ABS and the ARB reports of bookmaker
turnover. The estimates are based on the ARB reports for thoroughbred and an implied
estimated for harness racing is backed out of the ABS numbers. These estimates and the ABS
data are given in Table 4.5.

Table 4.5 Some estimates of wagering turnover and revenue

On-course
totaliser

Off-course
totaliser

On-course
bookmakers

Off-course
bookmakers Total

Government
revenue

$m $m $m $m $m $m

Betting turnover
– thoroughbred 617.0 6 659.0 997.0 406.0 8 679.0 452.1

Betting turn over
– harness 124.0 1 370.0 202.0 69.0 1 766.0 71

Betting turnover
– harness &

– greyhound

– estimated 210.0 2 319.0 342.0 na 2 871.0 120

ABS 1997-98
gross takings 827.0 8 977.5 1 339.1 92.7 11236.3

ABS 1997-98
net takings 129.4 1 416.5 49.6 4.7 1600.2

Source: ABS and ARB data.
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These estimates provide a good check on the model, as net revenues must cover
expenditures if companies are to survive.

The overall economic contribution

The economic contribution of wagering is estimated as $1.85 billion a year. This is slightly
higher in today’s dollars than the ACIL 1991 estimate of $1.4 billion. Media is only a small
fraction of these expenditures at $23 million a year, largely because much of the racing media
utilises existing radio facilities. Bookmaker activities are estimated to contribute $241 million,
while the totaliser and TAB contribute the majority at $1.5 billion a year.

Expenditure by type

Table 4.6 summarises the breakdown into the major expenditure items. Operating
expenditure is the largest item, but the majority of this is taxes and government fees and
charges. It is estimated that taxes and government charges make up 55 per cent of the total
expenditure, of which around 40 per cent is gambling taxes on turnover. Labour makes up 26
per cent of total expenditures.

Table 4.6 Estimated expenditure on wagering

TAB Bookies Media Total

$m/year $m/year $m/year $m/year

Total expenditure – labour 288.6 185.4 13.0 487.0

Premises costs 66.4 4.8 3.7 75.0

Total operating expenditure 1 228.5 51.2 6.2 1285.8

Of which:

� Total taxes 983.6 41.0 0.3 1024.8

� GDP contribution 1 583.5 241.4 22.9 1847.8

Source: CIE model.

Horse maintenance costs — event, business and

recreation

The number of horses

The number of horses Australia is estimated based on the data in Table 4.7. The key
assumption is that 30 per cent of horses are not registered at all. The other assumptions are
listed below:

� 30 per cent of thoroughbreds and standardbreds not racing or used for breeding are used
in events;

� 40 per cent of registered (other than breeding) horses used in events;

� 20 per cent of other horses used in events;

� Thoroughbred numbers based on foal crop of 17 876 and average life span assumed is 10
years;
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Table 4.7 Estimated horse numbers

Estimated
number

Number
racing

Number
breeding

Number
events

Number
recreation

Thoroughbred 178 760 32 039 65 954 24 230 56 537

Standardbred 69 270 13 904 22 755 9 783 22 828

Arabian — purebred 39 823 4 239 14 233 21 350

Arabian — part bred 56 528 3 566 21 185 31 777

Australian stock horse 127 279 12 724 45 822 68 733

Quarter horse 80 910 14 542 26 547 39 821

Warmblood 10 000 1 818 3 273 4 909

Paint horse 6 000 1 818 1 673 2 509

Appaloosa 32 300 1 999 12 120 18 180

Draft horses 20 000 3 635 6 546 9 819

Pony 74 950 5 817 27 653 41 480

Other registered breeds 20 000 3 635 6 546 9 819

Registered coloured horses 10 000 1 818 3 273 4 909

Other horses — not registered 217 746 7 271 42 095 168 380

Total 715 820 45 943 142 502 199 612 327 763

Feral horses 300 000

Source: Table 2.2 and CIE estimates.

� Standardbred numbers based on foal crop of 6927 and average life span assumed is 10
years;

� Assumed that 30 per cent of horses are not registered;

� Assumed that 10 per cent of Quarter Horses, Appaloosa and Paint also registered as
Stock Horses; and

� Pony numbers based on estimates from the three mainly pony studbooks, allowing for
considerable double registration.

Table 4.7 summarises the number of horses and the estimated number involved in racing,
breeding, and activities such as events, and business and recreation.

The number is conservative but could potentially be lower, if a very pessimistic view of the
decline in horse number sin recent years is applied. A downside estimate based on 25 per
cent fewer horses is also calculated. Given that the base estimates are considerably below
earlier estimates, an optimistic view would be that there are really 50 per cent more horses
than allowed in the base case. This forms a ceiling on a reasonable estimate.

Some cost estimates

The number and nature of the activities the horses are involved in and their location
distinguish six categories of horses. The model distinguishes between horses kept in the
country and metropolitan areas, and between those that are involved in events on a very
regular basis (serious event), those involved less often, but routinely in events, and those
used only for recreation.

The costs are estimated as the cost of keeping a horse for a year. Some benchmark costs are
given in Table 4.8.

The overall economic contribution for the upkeep of horses and ponies depends critically on
animal numbers.
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Table 4.8 Some assumptions about services and costs

Type of expense Cost How often Cost per year

$ $

Cost of metropolitan stabling and feed (no labour) 125 Per week 6500

Cost of feed and accommodation on acreage 25 Per week 1300

Cost paddock only 2 Per week 104

Cost of agistment and feed (country) 4 Per week 728

Farrier costs — event horses 40–60 Every 4-6 weeks 600

Farrier costs — recreation 30 Every 8 to 12 weeks 120

Veterinary services 100 0 to 5 times a year 0–500

Horse dentist 50 1 to 4 times a year 50–200

Massage, chiropractic services, etc. 50 0 to 12 times a year 0–600

Source: Industry sources (personal communications).

Estimates of the overall economic contribution — horse maintenance costs

Table 4.9 summarises the results. The best guess contribution to GDP is $1.9 billion per year.
This contribution is slightly higher than the total contribution of the racing industry (less
wagering). If the value of volunteer labour was added, the contribution would be almost $3.6
billion. Even the pessimistic estimate of the contribution to GDP of $1.4 billion exceeds the
estimated contribution of the racing industry. The optimistic estimate is $2.9 billion. These
comparisons with racing are made not to understate the importance of the racing industry
but to highlight the fact that the value of racing alone far understates the contribution of the
horse industry.

Table 4.9 Estimates of expenditures associated with keeping event and recreational horses

Serious
event city

Serious
event

country
Other

event city

Other
event

country
Recreation

city
Recreation

country
Paddock
bashers Total

$m $m $m $m $m $m $m $m

GDP contri-
bution 61.5 217.1 265.1 743.0 229.8 344.6 71.4 1 932.5

SNA contri-
bution 112.7 421.8 443.2 1455.6 301.7 789.4 71.4 3 595.7

Lower bound
GDP 46.2 162.8 198.8 557.3 172.3 258.5 53.5 1 449.4

Upper bound
GDP 92.3 325.6 397.6 1 114.6 344.7 517.0 107.0 2 898.7

Source: CIE model.

Expenditure by categories — horse maintenance costs

Chart 4.8 summarises the expenditure by categories on animal keep. Overall high
performance event horses are the most expensive to keep reflecting higher costs in all areas,
but mostly feed, animal husbandry particularly farrier costs, and supplies. On average, high
performance horses kept in the city cost around $11 000 to keep for a year, the same animal
costs just under $10 000 in the country. These estimates accord with the cost estimates made
by horse owners. For horses used for recreation only the cost is estimated at around $5800 a
year in the city and $1880 a year in the country. Horses that are out to pasture cost less than
$1000 a year to keep.
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Chart 4.8 Expenditures on keep of event and recreational horses
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The main costs items in order of cost are as follows:

� The main expense for animals stabled in the cities is the cost of the stabling and paddock.
This cost is almost 60 per cent of the cost of keeping recreational horses in the city. The
higher cost in the city reflects partly the higher capital cost of land and stable buildings,
but also the higher proportion of paid labour (50 per cent) involved in the care of the
horses. The high proportion of voluntary time and the very low salaries earned by stable
hands understate the true contribution;

� Feed makes up the second highest expense for horse owners. Performance horses have a
high proportion of grain in their diet and this raises the cost, and city animals rarely have
access to lower cost pasture forage. The cost of pasture feed to horses is estimated as the
dry sheep equivalent in feed multiplied by the value added that would have been
realised from the sale of the sheep. While many horse owners would not replace their
horse with sheep, pasture is not costless with the costs of pasture improvement and
maintenance to be included in costs;

� Animal husbandry is the next highest cost for most of the categories of horses. Veterinary
costs are smoothed out over time with most owners estimating the costs between $500 for
performance horses in the city to $150 for recreational horses and $50 for horse turned
out to pasture. Farrier costs follow a similar pattern with costs highest for performance
horses and prices slightly higher in the cities. Two visits a year are assumed for the horse
dentist, with only one for the paddock bashers. Other services are assumed on average to
be only purchased for the performance horses, again on a declining scale with the level of
event participation. The total cost of husbandry services range from $1400 for high
performance horses in the city to $150 for the horse turned out to pasture; and

� Supplies include rider supplies as well and horse supplies. Clothing and footwear make
up the largest category, although measured per rider not per horse. On average, serious
riders spend around $500 on clothing and footwear a year, while recreational riders
spend around $200 in the city, $150 in the country. Pharmaceuticals make up the next
highest category, ranging from $300 in high performance horses to $100 for horses out at
pasture. Supplements range from $20 to $200 per horse per year reflecting mainly diet
supplements. Rugs and harness and saddlery make up the rest of the costs in this
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category. Rugs, bandages, etc. are assumed to cost around $200 a year for horses in
events, to $20 a year on average for the horse out to pasture. Harness and saddlery costs
range from $200 a year per horse to $10 for horses out to pasture.

Equestrian events

Horses and participants involved in events

There is an enormous range of organised equestrian events ranging from major international
events to local gymkhanas. Each breed society and riding association has their own calendar
of events, however many overlap as do horse registrations. For example, Australian stock
horses participate in both campdrafting and the quarter horse event of barrel racing, but not
western pleasure, and some EFA registered horses are registered quarter horses or ponies.
Table 4.7 allocated horses by breed to events and estimates the number of horses, registered
and otherwise, that might be involved. The assumptions used in the model are summarised
below.

Events are divided into two classes according to the expenditures involved and the likely
number of participants (horses, riders and drivers, and spectators). The classes are:

� Major event, often held over more than one day, attracting at least 1000 spectators — for
example, Royal shows, breed championships; and

� Minor event, held usually on one day, attracting less than 1000 spectators.

Events are classified into eight categories. The number of major and minor events is based on
the information above. The number of volunteers and other workers is estimated from the
information provided in the interviews, as is the number of horses and participants involved.
The number of spectators is estimated as 10 per participant for major events (with the
exception of pony club where 5 per participant is a better approximation due to the large
number of zone events included as major events), and 3 per participant for minor events.

� Agricultural shows — there are nine Royal shows (two in Victoria and Western Australia,
one in the other states and territories) and an estimated 581 other shows, based on 121 in
Victoria, a similar number in New South Wales, and proportionately less in each of the
smaller states. The average number of participants is 250 with 500 horses entered for
Royal shows (reflecting lower numbers at non-east coast shows) and 200 participants and
horses at the agricultural shows. It is assumed that there are 2500 spectators per day
purely for the equestrian events for the Royal shows. The number of spectators at the
agricultural society shows is estimated as 600 per day.

� Equestrian Federation of Australia events — the EFA estimated that they have 60 major
events, excluding the Royal shows, and 1006 minor event s excluding the agricultural
shows. The attendance at major shows is assumed to be the same as at Royal shows, but
attendance at minor events is lower than at agricultural shows, with 150 participants and
horses and 450 spectators.

� Western events - these cover a wide range of activities and the estimate is that there are
around 15 major events outside of the agricultural shows and breed shows. It is estimated
that there are around 940 minor events. The number of participants at major events is
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assumed to be 330 with 500 horses at a major event. Spectators are estimated at around
3300 for major events and 450 for minor events.

� Breed events — each breed holds championships each year and some have major sale
events. It is estimated that there are around 40 large events based on breed each year.
These are assumed on average to attract 250 horses and 167 participants, with around
1670 spectators. It is estimated there are just under 500 minor breed events attracting on
average 50 horses and participants and 150 spectators.

� Rodeos — there are 350 rodeos a year of which about 50 are major events. The major
events are thought to attract around 1700 spectators for the horse events and
170 participants with 250 horses. Minor events attract around 150 spectators, and
50 horses and participants.

� Endurance rides — there are 6 major endurance rides and around 176 smaller rides each
year. The major rides attract 250 horses and participants and around 2500 spectators. The
minor rides attract on average 50 riders and participants and 150 spectators.

� Team sports include polo and polocrosse — it is estimated that together there are around
18 major events (mainly state and national championships) per year and 1188 minor
events. The major events are multiple team events while minor are assumed to be two
team meets. This puts the number of horses at major events at around 300, with
200 participants, and an estimated 2000 spectators. Minor events would attract around
30 horses, 20 participants and on average 60 spectators.

� Pony club events very greatly in size - there are around 50 major events, being the state
and national meets and the large zone events. These are assumed to attract around
500 participants and horses and around 1500 spectators. The other events would range in
size from local club meets with 5 horses to zone events with over a 100. On average, it is
assumed that there are around 20 participants and horses and 60 spectators.

It is assumed that there are around 50 volunteers or workers (100 for Royal shows and 20 for
team sports) per day to assist in the horse activities at each major event excluding the
catering, veterinary and health and medical staff. This also excludes the overall
administration that is included under businesses. The number of volunteers and workers at
minor events is assumed to be 25 except for six for team events and three for minor pony
club events. This category includes judges, people helping erect equipment and so on. Many
of these workers would give their time at no charge. It is assumed that for Royal shows and
rodeo that 50 per cent of the effort is paid rather than volunteer, 30 per cent for EFA events,
20 per cent for western and breed events, 10 per cent for endurance and team sports, and
5 per cent for pony club major events. For minor shows all effort is assumed to be volunteer
except for agricultural shows, rodeos and EFA (10 per cent).

Estimate of the overall economic contribution — events

Based on the above assumptions major equestrian events contribute $62.3 million to GDP
each year and minor equestrian events contribute $807.1 million, totalling almost
$0.87 billion dollars to GDP. If the value of volunteer labour is included major events
contribute $91.5 million, minor events $842.6 million totalling $934.2 million. The breakdown
by type of event is shown in Table 4.10. The number of events and the length of events have
a major impact on the total contribution of the events.
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Table 4.10 Contribution of horse events

Agricultural
show

EFA
type Western Breed Rodeo Endurance

Team
sport

Pony
Club Total

$m $m $m $m $m $m $m $m $m

Major GDP 6.3 15.1 4.0 6.6 13.5 1.3 3.1 12.3 62.3

Minor GDP 40.0 47.8 37.1 9.8 6.4 4.0 11.6 143.0 299.7

Total GDP 46.4 62.9 41.1 16.4 20.0 5.3 14.6 155.3 361.9

Major SNA 9.3 22.7 6.6 10.4 22.3 2.2 4.8 13.3 91.5

Minor SNA 71.4 89.7 77.1 18.4 12.6 7.0 19.5 159.9 455.6

Total SNA 80.7 112.4 83.7 28.8 34.9 9.2 24.3 173.1 547.1

Source: CIE model.

Expenditure shares — events

The expenditure shares are quite different for major and minor events and across events. The
main patterns are:

� Horse transport makes up a major share of event related expenditure for minor events
except for agricultural shows. It ranges from 50 per cent of expenditure for pony clubs to
28 per cent for agricultural shows for minor events. For major event the highest horse
transport share is for pony clubs (31 per cent), endurance events (17 per cent) and EFA
events (15 per cent);

� Catering and accommodation costs make up a large share of total expenditure for major
events. The shares are around 50 per cent for most major events. The accommodation
share is very low for minor events, although catering is 38 per cent of agricultural event
expenditure. Catering and accommodation expenditure is under 4 per cent for pony club
events;

� Venue costs are a relatively low share of costs as the annual costs of maintaining the
venue and depreciation are spread out over all the users of the venue over the year. The
share of costs is highest for agricultural shows, team sports and rodeos and lowest for
endurance rides;

� Operational costs include health and medical care costs, veterinary costs and insurance
and these are predictably higher for rodeo and team sports. EFA event costs reflect an
average of events so although cross-country requires similar expenditures to the team
sports the average cost is lower. With the exception of major rodeos, operations costs are
below 20 per cent of total expenditures; and

� One check was to look at the operational costs per participant in an event to see if they
are reasonable. For minor events the cost of operating the event per participant was $20
for agricultural shows and pony club, to $60 for endurance rides and $150 for rodeos and
team sports. These numbers include paid labour and equipment costs as well as the costs
discussed in the previous point. It is likely that entry fees fund a substantial part of this
expenditure, so the costs are in the ballpark for the organisations involved in organising
the events.
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Charts 4.9 and 4.10 summarise the cost shares.

Chart 4.9 Estimating expenditure shares  Major event expenditures
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Chart 4.10Estimating expenditure shares  Minor event expenditures

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

Agricultural

show

EFA type Western Breed Rodeo Endurance Team sport Pony  Club

Transport - horses Transport - people Operations cost

Venue cost Catering expenditure Accommodation

Data source: CIE model.

Businesses

There are a wide variety of businesses that are associated with the horse industry. Only those

businesses producing final products are included in this category. Businesses such as farriers

and equine veterinary services are included in the model as inputs to other industry

segments. The businesses included are:

� breed and other societies;

� riding schools and trail and holiday riding;
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� other businesses which includes carriage services, police horses and other services;

� trade and quarantine; and

� horsemeat.

The costs of animal keep are not included in any of these categories although all but the first
and last categories would have animal related business expenditures. The reason for this is
that the number of horses used in businesses is unknown. The survey of riding
establishments found that most of the horses at any establishment were agisted or used by
the proprietors for competition. A few, however, owned most of the horses. The numbers
were too diverse to try and estimate the number of horses in each type of business so the
animal related costs estimated above include horses used solely for business. This includes
stock horses, the main expenditure associated with stock horses is animal related so
stockwork is not included as a business activity.

All the businesses have labour expenditure, with breed and other societies also having
volunteer labour that is included in the SNA total contribution estimates. Similarly all
businesses have business operating costs, although the average expenditure and the shares
vary by the category of business. Establishment or business accommodation costs also vary
considerably from very little for breed and other societies to considerable for processing of
horsemeat. Transport costs are only significant for businesses that deliver the horses to the
working location such as police and carriage horses, horsemeat processing and transport for
international trade.

Given that businesses are market activities, GDP estimates should include the value of the
final goods and services produced by these businesses. The contribution can be estimated by
the value of final sales. The expenditure approach will understate this value by the profit
margin of the business (return to capital). This is likely to be low for riding schools, where
owners usually operate the business and anecdotal evidence suggests that the returns on
capital are low. This is probably the case for most businesses in this category, and the not for
profit segments such as the breed and other societies and police horses are based on
expenditure only. It is however an issue for the horsemeat industry, the profit margin is built
into expenditure estimates for this industry segment.

Breed and other associations

There are a large number of breed and other associations and societies that, while not for
profit, contribute to GDP through their activities. A number have paid employees and they
have considerable expenditure that is not solely related to events. The cost of organising
events is included here as a business cost rather than in the event cost. The key assumptions
on expenditures are as follows:

� It is estimated that on average the 15 largest societies have an average of four full time
equivalent employees. This is all of the state Royal Agricultural Shows, the EFA in the
more populous states and the major breed and other associations listed in Table 2.2;

� The next ten in size are estimated to have on average two full time employees. Volunteer
labour is difficult to estimate, but in general the large societies would have at least 30 full
time equivalent persons. For example, the NSW EFA has six district committees with ten
members each and each of the 120 affiliated clubs would have a five person committee,
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committing on average at least two hours a week to business. It is assumed that the next
ten in size have half this in volunteer labour;

� Smaller societies are operated mostly by volunteer labour. The assumption is that
management on average requires the equivalent of five full time persons per
organisation; and

� The business inputs shares are based on the accounts of several associations.
Accommodation for the business - capital costs and maintenance - reflected in rentals are
generally very low. Labour makes up the main expenditure, once transfers for the
operation of events is excluded. Communications costs - postal and telephone and
printing makes up the second largest share of costs. Many associations make a voluntary
contribution to the RIRDC horse program and this is included as an industry fee. The
largest associations have non event budgets of up to a million dollars, but the size of the
organisations declines quickly and on average a non event budget of around $60 000 is
more representative.

Estimates of the contribution of horse associations

The overall contribution to GDP of the associations other than the events is estimated to be
$6.5 million. This is made up of labour costs of $2.6 million, business costs of $3.8 million and
office accommodation costs of $0.1 million. The estimates are summarised in Table 4.11.

Table 4.11   Estimates of the contribution of horse businesses

Horse
associations

Riding
schools

Other
business

Trade &
quarantine Horsemeat Total

$m/yr $m/yr $m/yr $m/yr $m/yr $m/yr

Total labour 2.6 138.1 61.2 0.5 4.0 206.4

Total other business 3.8 14.0 4.8 0.2 6.7 29.5

Total profits 0.0 16.9 6.7 0.1 11.5 35.3

Total establishment cost 0.1 17.3 1.3 0.0 1.7 20.4

Total transport cost –
horses 0.0 0.0 0.1 2.8 0.9 3.8

Total annual expenditure 6.5 186.3 74.2 3.6 24.8 295.3

Source: CIE model.

Once the value of volunteer labour is included the estimate of the contribution rises to
$39 million. The value of volunteer labour is over 13 times the contribution of employed
labour even when valued at unskilled wages. As much of the labour is skilled the value is in
reality higher. This estimate, as with the estimate of the contribution of volunteer labour
under horse keeping expenditures, demonstrates the substantial contribution made to the
industry by volunteers.

Riding schools and trail and holiday riding

Riding schools and trail riding businesses are very diverse types of business. Many offer
agistment services and horse training as well as riding lessons. The EFA has a program to
qualify riding instructors which is included in education below. However, the lessons
conducted by these and other instructors are included as a business activity in this industry
segment.
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The response rate to a survey of riding schools was insufficient to develop any statistically
valid estimates of the expenditures associated with either the business or the animal related
expenditures. These later expenditures are included under the keeping horse expenditure
estimates above.

The yellow pages lists 933 riding schools and trail riding businesses.

� Riding schools - the main emphasis is on providing riding lessons - these tend to have
fewer horses belonging to the school and provide stable agistment as well as riding
lessons. Agisted horses were often used in riding lessons in the riding schools surveyed.
Riding schools may also offer horse training.

� Trail and holiday riding - the emphasis is on horse hire, although rides may be
supervised. The number of horses is usually larger and fewer horses are agisted in
stables.

Table 4.12 summarises the averages and the range of responses in the survey. This
information clearly demonstrates the diversity of the riding and trail riding industry.

Table 4.12  Summary of survey results of riding schools

Questions Units Count
Response

average Minimum Maximum

% riding lessons 8 71 20 100Sources of income  — riding
lessons, trail riding, etc. % trail riding 6 75 0 100

% agistment 1 70 70 70

% other 1 10 10 10

Land area ha 12 318 6 1800

Number of horses accommodated
(average at any one time) Total 13 35 10 100

In stables 6 27 2 100

Number of these under agistment 9 8 1 24

Average charge for agistment $/week 5 46 10 80

Does this weekly cost include food
costs? 1 115 115 115

Number of horses used in lessons 8 19 1 90

Number of lessons given a week at
riding school 9 19 1 60

Number of lessons, if any, given off
site per week 4 3 0 5

How many instructors teach off site? 4 2 1 4

Average number of participants in
lessons 8 9 2 23

Average fee per lesson $/lesson 9 27 2 55

Average fee per private lesson 6 42 22 55

Number of horses used in trail rides 12 22 10 100

Average number of trail ride/holiday
participants per day 10 9 0 25

Average fee per participant $/trail ride 9 26 12 45

Operating costs

Feed costs $/year/horse 10 840 90 2000

� Grain costs $/year/horse 1 780 780 780

� Fodder costs $/year/horse 1 364 364 364

Veterinary costs $/year/horse 10 142 25 500

Farrier costs $/year/horse 11 217 0 750

Pharmaceuticals $/year/horse 9 86 0 500

Equipment (rugs, saddles, etc.) $/year/horse 9 382 0 1500

Building and yard maintenance $/year 7 2029 200 5000

Expenditure on pasture improvement $/year 5 4240 100 15000

Other operating costs (water,
electricity, rates, insurance, etc.) $/year 6 15000 3000 36000

(Continued on next page)
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Table 4.12  Summary of survey results of riding schools  (continued)

Questions Units Count
Response

average Minimum Maximum

Staffing

Total number of employed and
owner operator staff 11 4 2 9

Average number of hours worked a
week Hours/week 4 46 40 60

Number of volunteer staff 10 5 2 20

Average number of hours worked a
week Hours/week 2 13 5 20

Education and training

How many staff have formal
qualifications in horse management?
(e.g. TAFE) 11 4 1 20

How many staff are accredited riding
instructors? 9 3 1 10

How many staff are members of the
Equestrian Federation? 6 3 1 5

How many horses (not agisted
horses) are registered with the
Equestrian Federation? 1 8 8 8

Source: CIE telephone survey of 50 riding schools — received 13 responses from six urban riding schools and seven country
based riding schools.

An approximate estimate of the number of riding instructors can be derived from the
estimate of the number of EFA qualified instructors. For example, in NSW there are 150 level
I EFA instructors who would on average give 20 lessons a week, earning around $55 a
lesson. The 26 level II and 13 level III instructors would be full time coaches. Other riding
teachers would provide on average around 2 lessons a week. Based on the same weighting as
used previously across states this implies there are around 700 full time equivalent riding
instructors (assuming 30 lessons a week is full time). If EFA qualified instructors make up
30 per cent of people giving riding lessons (although a much higher proportion of lessons are
given as it is estimated that non EFA instructors on average give 2 lessons a week), then the
total number of full time equivalent riding instructors is around 860 and the total number of
people teaching riding is around 3000. Of the businesses responding to the survey all
reported having an EFA accredited instructor on staff.

The costs of operating the riding lessons, horse hire and agistment businesses, but not the
cost of animal keep is included in the business estimates. As the survey suggests there is
considerable volunteer labour working in riding schools and trail riding businesses.
However, most of this would be providing animal related services. For modelling simplicity
it is assumed that voluntary labour does not work on the business side.

Estimate of the economic contribution of riding schools and trail riding businesses

The contribution to GDP of riding schools and trail rides is estimated at $186 million a year,
excluding the animal related expenditure. This suggests an annual expenditure of $200 000
per business a year on average. Seventy four per cent is labour, 7.5 per cent operating
expenses and costs, 9 per cent establishment costs and 9 per cent profits. Table 4.12 above
summarises the estimates.
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Other businesses

There are a number of other businesses that utilise horses. Some examples are:

� Carriage services for events — there are 101 horse and carriage hire places listed in the
yellow pages;

� Horses used in advertising and films — there are 9 animal talent agencies listed in the
yellow pages;

� Police horses — there are a total of 195 police horses and 121 officers and 34 horse
management personnel employed by the police in Australia based in 8 locations; and

� Horses used in the production of vaccines.

Table 4.13 summarises the number of horses and the personnel involved for police horses.

Table 4.13 Police horse businesses

Number of horses Number of officers
Number of horse

managers

Police — NSW 40 31 9

Police — Victoria 34 33 2

Police — Queensland 18 11 2

Police — Western Australia 39 19 11

Police — South Australia 56 23 9

Police — Northern Territory 6 2 0.5

Police — ACT 2 2

Total 195 121 33.5

Average 17.3 4.8

Source: Police departments (personal communications, May 2001).

The total number of other businesses is assumed to be twice the number listed above. The
cost structure reflects employment in these industry segments, and relatively high
equipment and advertising costs compared to breed and other societies. While veterinary
services, farriers, horse dentists and so on are also horse related businesses the expenditure
on these businesses is captured by the sale of their services in the other parts of the model.

Estimate of the economic contribution of other businesses

Horse businesses other than those mentioned above are estimated to contribute $74 million
to GDP each year. Of this $61 million is labour costs, $4.8 million other business expenses,
$1.3 million establishment expenses, and just under $7 million is profits on capital invested.
The estimates are summarised in Table 4.11 above.

Trade and quarantine

There are three major quarantine stations for horses in Australia. The government operates
one station in NSW and one in Victoria and last year a private quarantine station was
established at Sandown in Victoria. Only animals to be imported have to be quarantined, and
animals from New Zealand are exempt. Based on the ABS import data 2929 horses were
imported in 1999, of which 433 were not from New Zealand and would have to be
quarantined.
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Horses requiring quarantine spend 3 weeks in quarantine in their country of origin and
another 2 to 3 weeks in Australia. The horses are monitored for symptoms of disease such a
temperature spikes. Test swabs are only taken if the horse exhibits any symptoms. Thus the
only costs in excess of animal care are the additional veterinary service costs and the
administrative costs, and these are small.

The main expenditure associated with trade in horses is the transportation costs. Total
shipments (exports and imports) of live horses numbered 5654 in 1999.There are several
specialist transportation companies established to ship horses internationally. Most shipment
is by air, and horses are accompanied by a strapper and often attended by a veterinary
surgeon.

Estimates of the contribution of trade and quarantine

The contribution of trade and quarantine, assuming that Australian companies undertake all
horse shipment to and from Australia is estimated at $3.6 million a year. Most of this cost is
air transport (78 per cent) the rest being predominantly labour (14 per cent). There are some
business operating costs and establishment costs, but these are small due to the small
number of quarantine stations and transport companies involved.

Horsemeat

The ABS provides a good measure of the volume and value of horsemeat exported from
Australia each year. Table 4.14 summarises the historical trend. It also estimates the
approximate number of horses slaughtered each year based on an average meat yield of 300
kilograms of meat per horse. The model estimates are based on the numbers for 1999, as the
more typical year. During 2000 a lot less horsemeat was processed. The reasons for this are
not known but it may have been due to the strong beef market in 2000.

Table 4.14 Exports of horsemeat

Reference period Weight Value

kg fob $m

1995 6 574 365 22.8 32 871.83

1996 5 187 946 19.5 25 939.73

1997 5 123 405 16.8 25 617.03

1998 6 048 932 24.8 30 244.66

1999 5 743 494 25.2 28 717.47

2000 3 471 261 15.9 17 356.31

J-M2001 843 481 4.2 4 217.40

Source: ABS unpublished data.

Horsemeat has to be processed in export accredited abattoirs. The volume is small relative to
beef production and large abattoirs would probably allocate at most a day a month to
slaughter horses. Only a few abattoirs are believed to be involved. Large abattoirs have a
throughput of up to 1500 beasts a day, so even at a rate of 1000 a day there would only be an
estimated 29 slaughter days for horses a year. Horsemeat cannot be sold for human
consumption in Australia, although it can be sold for pet meat. The size of the horse pet meat
industry is not known and is not included in the model.
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The cost structure for horsemeat processing is taken to be the same as for beef processing.
These costs are summarised in Table 4.15. Transport costs would be higher due to the smaller
number of animals delivered. The measured contribution to GDP is $25 million for the
industry, and the model costs are structured to reflect this. A profit margin (return on
capital) is included, as is the return to the livestock owners. This is the only direct sale of
horses included in the model as horsemeat is either a by product of the other horse activities
or of culling of feral horses, thus the cost of production is only the transportation cost.

Table 4.15 Estimates of expenditure by horsemeat business

Total meat products
Estimated
horsemeat

$m Share (%) $m

Total operating costs 5 377.8 13.78

Business operating costs 3 274.2 0.61 8.39

Wages 1 548.2 0.29 3.97

Gross Operating Surplus 349.2 0.06 0.90

Indirect taxes 206.2 0.04 0.53

Number employed 18 700.0 48

Livestock cost 11.49

Source: Total meat data from ABS cat. 5209.0; horsemeat product weight from Table 3.14.

Estimate of the economic contribution of horsemeat

The economic contribution of the horsemeat industry is estimated as $25 million a year. This
is made up of $4 million on labour, $6.7 on business operating costs, $1.7 million on
establishment costs, and $0.9 million on transport. Profits are estimated to be $11.5 million,
reflecting the return on capital investment and on the livestock.

Contribution of businesses

Table 4.15 above summarises the contribution of horse related businesses to GDP. The total
contribution of other businesses — non-racing or breeding — to GDP is estimated to be
$295 million. Direct labour costs make up almost 70 per cent of this, and direct profits make
up 12 per cent. These estimates understate the actual contribution of horse related businesses
as they exclude the cost of animal keep and the service businesses contributing to animal
keep, as this expenditure is included under horse keep.

The estimate of profits is highly uncertain. The capital component of establishment costs
includes the cost of capital, which would form part of the estimates of gross operating
surplus (GOS) in the National Accounts. As this is included as a cost it is not included in the
profit estimate. In addition the division between profits and wages is also somewhat
arbitrary for most small businesses. Profit estimates are not included in the racing and
breeding business estimates because the majority of racing is not for profit and the costs of
breeding on average exceed the cost of production in this industry. Anecdotal evidence
suggests that the profit share in most of the horse industry is low.
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Education and R&D

Education

Education relating to the horse industry takes place in a number of institutions.

� TAFE colleges— Sydney Institute, Illawarra, Canberra, Hunter (Scone Equine and Rural
Studies Centre), Richmond, Wauchope, New England (Armidale, Tamworth), Goulburn-
Ovens, Wangaratta

� Universities — Sydney (University Veterinary Centre Camden, Orange Agricultural
College), Western Sydney (Hawkesbury Agricultural College), New England (Orange
Campus), Charles Sturt, Queensland (Gatton College) Adelaide (Roseworthy Campus),
Melbourne (McMillan College, Glenormiston)

� College — CB Alexander Agricultural College (Tocal, NSW Agriculture), Hamilton
College, Marcus Oldham College

� Specialist training centres — jockey training centres, such as that established by Racing
Victoria, Harness Racing Training Centre at Bendigo, EFA accreditation training

� Schools — for example St Paul’s College and New England Girls School offer horse
related courses.

It is difficult to get an accurate estimate of the number of students and the number of courses
except by surveying each institution. A survey of the universities and New South Wales
TAFEs provided the information basis for these estimates. Table 4.16 summarises the survey
findings. It should be noted that only a small proportion of the students in veterinary science
programs would be devoted to equine veterinary services, although many would include
horses in their practices.

Table 4.16 Survey of universities and TAFE colleges  Courses and student numbers

Veterinary schools Number and type of courses
Number of

students
Duration of

course
Cost per

year

Murdoch University Bachelor Veterinary Studies 331 5.0 5 700

PhD Veterinary Studies 49 1.0

Masters Veterinary Studies 43 5.0 13 000

University of New England Bachelor of Rural Science (Animal
Studies) 60 4.0 5 200

University of Adelaide,
Roseworthy campus

Advance Diploma in Horse husbandry
and Management 17 2.0 5 012

University of Queensland Bachelor of Applied Science
(Animal studies/Equine) 40 3.0 9 600

Diploma of Applied Science

(Equine Studies) 40 2.0 2 000

Bachelor of Veterinary Science 85 3.0 5 870

Charles Sturt University

Wagga Wagga Bachelor in Equine Studies 50 3.0 13 500

University of Melbourne

Glenormiston Certificate II Horse Studies; 50 1.0   500

Certificate IV Horse Studies; 10 1.0  500

Advance Diploma in

 Horse & Equine Management; 12 2.0 4 500

(Continued on next page)
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Table 4.16 Survey of universities and TAFE colleges  Courses and student numbers  (continued)

Veterinary schools Number and type of courses
Number of

students
Duration of

course
Cost per

year

Bachelor of Applied Science/

Equine Management. 10 3.0 4 500

University of Sydney:
Orange campus

Bachelor of  Equine Business
Management 89 2.0 7 500

Advanced Diploma of Equine Business
Management. 10 2.0 7 500

University of Sydney:
Camden campus Bachelor of Veterinary Science 460 5.0 5 800

University of West

Sydney, Hawkesbury

Bachelor of System Agriculture

(Equine Studies) 50 3.0 6 000

TAFE Courses (surveyed New South Wales)

Hunter region Horse Industry Management Diploma 4 1.5 220

Horse Industry Practice 15 1.0

Horse Industry Studies 10 0.5

Racing (thoroughbred and
standardbred) — Jockey/Harness
Driver (Stablehand I, II, Trackwork
Rider/Driver) 25 3.0

Equine Nursing 15 1.0

Goulburn Ovens Racing (thoroughbred and
standardbred) — Jockey/Harness
Driver (Stablehand I, II, Trackwork
Rider/Driver) 12 3.0

Vetting School 30 1.0

Racing (thoroughbred) Trainer 20 18.0

Horse Studies — Breeding 20 2.0

New England Agriculture (horse breeding) 23 2.0

Horse Industry Studies (saddlery) 31

Racing (standardbred) —
Jockey/Harness Driver (Stablehand I,
II, Trackwork Rider/Driver) 7 3.0

Illawarra Racing (thoroughbred and
standardbred) — Jockey/Harness
Driver (Stablehand I, II, Trackwork
Rider/Driver) 12 3.0

Richmond Horse Industry Applications 2.0

Horse Industry Management Diploma 1.5

Horse Industry Practice 1.0

Horse Industry Studies 0.5

Novice Riding 0.25

Racing (thoroughbred and
standardbred) — Jockey/Harness
Driver (Stablehand I, II, Trackwork
Rider/Driver) 3.0

Equine Nursing 1.0

Farriers Course 3.0

Horse massage (short course) 0.25

Horse breaking and education for
young horses 1.5

Total enrollment Richmond 200

$1/hr
maximum

of $500

Total students NSW TAFEs 424

Note: The cost is the cost to the student.

Source: Universities and TAFEs (personal communications, May 2001).
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R&D

The RIRDC horse program has brought much of the horse R&D industry together in the last
five years. The funding has boosted research efforts, but more importantly provided a
coordinating mechanism to share research findings and improve dissemination. Over the last
five years the program has spent over $4 million on R&D, funded by the Commonwealth
Government, the racing industry, the universities, state departments of agriculture and
associated agricultural colleges and TAFEs and industry benefactors such as the Australian
Quarter Horse Association, the Australian Stock Horse Society, the Australian Harness
Racing Council, the EFA, the Australian Equine Veterinary Association and the Australian
Thoroughbred Breeders Club.

The annual budget for RIRDC is around $800 000. This forms only part of the R&D activity
on horses that occurs in Australia. For example the Victorian Equine Research Fund supports
around $350 000 of research a year much of which is conducted in Melbourne University and
several Victorian TAFEs, and the NSW Equine Research Fund provides funds for Sydney
University research. A quick scan of the 1998 RIRDC sponsored Equine Research Seminar
papers suggests that around half the reported research was funded by RIRDC. The program
for the International Horse Industry Symposium (July 2001) also suggests that RIRDC is not
the sole funder of R&D in Australia. It assumed for the modelling that around 40 per cent of
veterinary school costs are related to R&D, and around 20 per cent of university costs, other
than veterinary schools.

While a number of the universities and some TAFEs maintain horses for teaching and R&D
purposes, the costs of maintaining these animals is included in the estimates of keeping
horses. Additional facilities for research are however, included in the education and R&D
estimates below.

Estimates of the contribution of horse related education and R&D

It is difficult to distinguish between expenditure on R&D and expenditure on education as
the infrastructure and labour in universities supports both. For universities these costs were
combined. The key assumptions made are as follows:

� Universities offering veterinary training have the equivalent of 145 full time students
working on equine veterinary skills. There are 5 facilities offering this training;

� nine universities offer other horse related training, and they have 488 full time equivalent
students;

� the TAFEs offer many courses, but numbers in each course are relatively small. It is
estimated that there are 32 facilities offering courses in any year and the total number of
full time equivalent students is 1950;

� it is assumed that there are 6 private education institutions that offer horse training
courses, attracting 200 full time equivalent students;

� the staff to student ratios is assumed to be 10 in the universities and 15 in the TAFEs.
Labour costs include fixed staff time and administration staff as well as variable cost of
teachers which depends on the number of students;

� in addition to university based R&D it is assumed that there are 4 other major R&D
facilities conducting research; and
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� the cost share for business inputs is based on the cost shares for several universities as
published in the annual accounts. The overall labour and capital shares have been
adjusted to reflect the higher facilities costs required for horse studies.

Overview of the economic contribution

The total contribution of education and R&D is estimated to be $20.7 million per year. Just
over half of this is labour costs, with establishment (capital and maintenance) making up
around 35 per cent. Table 4.17 summarises the contribution to GDP.

Table 4.17 Contribution to GDP of education and R&D

Veterinary
schools

Universities–
other TAFEs

Private
education

Other government/
not for profit Total

$m $m $m $m $m $m

Total labour 1.8 5.3 0.4 2.4 0.6 10.4

Total other business 0.7 0.9 1.4 0.2 0.2 3.4

Total establishment 1.8 0.8 3.0 0.6 0.7 6.9

GDP contribution 4.3 7.0 4.8 3.1 1.5 20.7

Source: CIE model.

Expenditure shares

Veterinary schools provide over 20 per cent of the total contribution reflecting not only
student education but also the R&D work undertaken. The cost per student is estimated to be
almost $30 000 per year. The cost per student in universities other than the veterinary schools
is estimated at $14 500. These universities also provide some R&D but it is likely to be a
smaller proportion than in veterinary schools. The estimates of the cost per student reflect
this and the higher cost of veterinary research facilities. TAFEs also contribute around 20 per
cent of the contribution to GDP due to the higher number of students. The cost per student in
TAFEs is estimated to be just under $2 500.

It is estimated that in addition to the R&D in the universities an additional $1.5 million is
spent by government departments and private businesses on research. If 40 per cent of the
cost of the veterinary school and 20 per cent of university expenditures is devoted to
research this implies that R&D contributes around $4.6 million a year to GDP. This implies
that RIRDC research (funded both by RIRDC and other contributors) makes up a little under
20 per cent of the research activity.
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5. The way forward

Data

Models are only as good as the data that goes into them. This model relies largely on inferred
data rather than extensive survey data. An informal survey approach was used to collect
critical information as formal surveys failed to achieve a high enough response rate to be
statistically valid. Only in the racing industry are reliable statistics kept on animal numbers.

ABS data

The Australian Bureau of Statistics (ABS) collects survey data in a number of areas of the
industry. However they cover only a very partial area of the industry. Key sources are:

� ABS 00111, 00112, Unpublished data on the exports and imports of live horses by value
and number of animals by source and destination;

� ABS 7113.0, Agriculture, which has data on the number of horse farming establishments
(broken down by area of establishment), and an estimate of the number of horses in
Australia;

� ABS 4156.0, Sport and recreation, which is based on the Population Census data and
surveys of the number of people in sporting events, including participants, spectators
and occupations;

� ABS 4177.0, Participation in Sport and Physical Activities, which has the number of
participants in horse riding by age and gender. This also has estimated expenditure per
participant;

� ABS 8686.0, Sports Industries, number of racing clubs and trainers (thoroughbred,
harness and dogs), employment, gross income and total expenses;

� ABS 8684.0, Gambling Industries, number, employment, gross income and total
expenditure. Some breakdown of expenditure and employment by occupation. Category
is gambling services not elsewhere covered, so is broader than horse related gambling;

� ABS 5215.0, Australian National Accounts Input-Output Tables (produced every five
years), Broad categories of horse studs, horse and dog racing operations, totaliser agency
services, and gambling services n.e.c.; and

� ABS 00119, Unpublished data on exports of horsemeat, by volume and value. Total value
of trade is published in ABS 5460.0.

The ABS data does not provide a consistent measure of any element of the horse industry as
the surveys were designed to capture different market segments that often included non-
horse related elements or only a subset of the horse industry. This makes compiling a
consistent measure, say for example on employment in wagering from ABS very difficult.
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Key issues in collecting data

A more sophisticated model than the one presented here would require extensive data
collection. And the estimates from the model would be improved by validating the
assumptions that had to be made to overcome data deficiencies. ABS current collections of
horse related data are insufficient to provide the basic input and output measures, let alone
provide a series that allows estimation of important parameters such as changes in demand
and supply in response to input or output price changes or changes in income.

The diversity of the industry means that there is usually more variation within than across
categories, say for example on animal related expenditures. This diversity means that
extensive surveys are required to ensure that the aggregate numbers used in the model are
reasonable. And whatever is done there will be many in the industry where the estimates do
not reflect their own experience.

Collecting survey data proved very difficult. While individuals and associations were very
helpful the respondents often did not know the kind of detail required. Industry value chain
information is difficult to put together in homogenous industries with a final product sold on
a market, let alone this complex and diverse industry. Collecting the data will require value
studies to be done, as individuals in the industry do not have the knowledge or resources to
respond in sufficient detail

The usefulness of models

To be useful for improving understanding about the nature and significance of the horse
industry the estimates from the model must be credible. At the simplest level most people
have a model of some kind or other ‘in their heads’ which they use to reason through issues.
Consider the impact of a rise in the price of beef on the costs of horse management. In the
first round costs would be raised as feed and land prices rose. But in the second round
demand for horses and related activities might increase as beef growers incomes increased
and they were able to consume more ‘leisure’. The model may demonstrate a very different
outcome compared with that from the ‘model’ most of us have in our heads. For such, formal
models to be useful they must:

� clearly specify the assumptions and reasoning;

� specify second and third round effects and interactions; and

� estimate quantitative relationships.

The quantitative estimates required for the development of this kind of model are not
available. And given the diversity of the horse industry, they will be difficult to develop.
Extensive surveys of the industry will be required, and telephone surveys are recommended
to elicit a response rate sufficient for any reasonable confidence in the estimates.

The way forward

The estimates developed in this report are based on a number of assumptions not only about
animal and business numbers but also about cost structures. While the results pass a number
of reality checks suggesting that the overall estimate is a good reflection of the true
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contribution to GDP of the industry, the assumptions need to be confirmed by further
studies should a more accurate estimate be required.

A lot would need to be done to develop a general equilibrium model of the industry. The
ABS data collected is not sufficient to provide the necessary parameter estimates. New and
extensive data collection would be required. This would not be easy or cheap to achieve.
Researchers would not be able to rely on industry surveys as response rates are low and the
diversity of the industry, as well as across industry segments, means very large surveys are
needed. Value chain information will be difficult to collect and requires the cooperation of
industry members.

A starting point would be to challenge the assumptions made in this study and to build up a
better information base on such basic statistics as the number of horses in Australia. The
Rural Lands Protection Boards undertake an annual census of animal numbers on rural
properties and this would be a good place to start. The structure of businesses can be
represented by a value chain — that is measuring the costs of all inputs into production as a
share of total costs. Collation of such information would improve the accuracy of the simple
model developed in this study.

A model is only as good as the data going into it and only as useful as the importance and
relevance of the questions it can add insight to. The industry needs to work together to
develop a policy agenda, only then can the true value of building a general equilibrium
model be assessed. The challenge of developing a sensible general equilibrium model should
not be underestimated as the cost of acquiring the data will be large and the ABS unlikely to
provide the detail necessary for successful modelling.

The challenge is to take this model as a starting point, to update and refine the estimates. The
horse industry is a large and an important part of the Australian economy. The estimates of a
contribution of over $6 billion clearly put the horse industry as one of the largest industries
in the country.
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