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Committee met at 10.07 am
FARGHER, Mr Ben, Chief Executive Officer, National Farmers Federation
McELHONE, Mr Charles, M anager, Economics, National Farmers Federation

CHAIR (Senator Heffernan)—I declare open this public hearing of the Senate Select
Committee on Agricultural and Related Industries. The committee is hearing evidence on its
inquiry into the pricing and supply arrangements in the Australian and global fertiliser market. |
welcome everyone here today. This is a public hearing and a Hansard transcript of the
proceedings is being made. Before the committee starts taking evidence taking evidence, | would
remind all witnesses that in giving evidence to the committee they are protected by
parliamentary privilege. It is unlawful for anyone to threaten or disadvantage a witness on
account of evidence given to a committee and such action may be treated by the Senate as a
contempt. It is also contempt to give false or misleading evidence to a committee.

The committee prefers all evidence to be given in public but under the Senate's resolutions
witnesses have the right to request to be heard in private session. It is important that witnesses
give the committee notice if they intend to give evidence in camera. If a witness objects to
answering a question, the witness should state the ground on which the objection is taken and the
committee will determine whether it will insist on an answer, having regard to the ground which
Is claimed. If the committee determines to insist on an answer, a withess may request that the
answer be given in camera. Such arequest may, of course, be also made at any other time.

| welcome representatives of the NFF, that venerable organisation. Do you want to make an
opening statement and then we will ask you a few questions.

Mr Fargher—Thanks for the invite. Obviously we have engaged with you before on this
issue and numerous others. We put in a submission earlier on and obviously looked at the ACCC
report. We have also got some further feedback from members on the issue today which | am
going to ask Charlie to go through in a minute. That is interesting.

Just in terms of an opening statement on the general issue—and | know that many people
around this table are as well aware of this issue as | am—I cannot remember the last time | went
to ameeting in regional Australia where there was not someone talking about fertiliser prices; |
cannot remember the last time. Whether it is cropping industries, irrigation communities, the
dairy industry, the cane industry up north or state farm organisations, everyone has been talking
about the price of fertiliser and asking questions about why the price iswhere it is. It is such an
Important input into our systems—in some cases, it is the biggest input cost for farmers.

We have been in a situation where we have had some good prices earlier in the year, through
the winter cropping period, and, unfortunately, despite some people thinking it would be a
bonanza for farmers, two things have now happened: (1) the commodity prices may well have
been high but the input prices, including for fertiliser, are now very high; and (2) it was not the
season we had all hoped for in the south-eastern part of the country, and people either missed out
on a crop or—where, even as recently as a couple of weeks ago, they thought they were going to
get agood crop—they did not get a good crop. So that is a concern for everyone. Input prices are

AGRICULTURAL AND RELATED INDUSTRIES



ARI 2 Senate Friday, 14 November 2008

aconcern. Fertiliser prices are a concern. Everybody is talking about it and people have got a lot
of questions about it.

Thereis alot of anecdotal evidence, and alot of stories going around the bush, about fertiliser
prices. People say, ‘The fertiliser company said that there was no product, but we heard stories
that there was product in the warehouse.’ Is that true or not? | do not know. People say, ‘We
spoke to field reps and they say, “Well, we were caught short this year,”” and then other people
say, ‘Caught short? Ever since Noah built the ark we have sown a winter crop in autumn!’ But
there have also been international factors this year in terms of supply and demand for
agricultural commodities.

Disaggregating out all that information is, for us, very difficult. I have mentioned this before.
We hear so many stories around the traps—and Charlie has got some information that he is about
to share with you. But, while we have got concerns—and | would even go as far as to say that
many of our people are angry about it: not just concerned but angry about it—we have not come
today with any specific accusation. We have come with questions ourselves.

So, with just that background about the feeling out in regional Australia, | will hand over to
Charlie, who has got some feedback—mostly from the north because, of course, we have had the
winter crop now. People are worried about trying to get that off, if they have got grain. But, of
course, other industries, like our cane industry and other northern industries, are trying to buy
fertiliser now. So, Charlie, do you just want to explain some of the feedback we have had.

Mr McElhone—Sure. | will just elaborate on some of that feedback. It basically revolves
around prices that have been occurring on global and domestic markets over the last three or four
months. What we have seen on the world market—and this is openly available data through the
Fertilizerworks website, which is widely recognised as being an appropriate reflection of what is
happening on world markets—is that world prices, particularly of urea, have gone down from
about US$850 a tonne to down below $300 a tonne since August this year. On the flip side of
that, we are seeing no movement on the domestic market—if anything, we are actually seeing
new record highs, particularly in some of our northern members' production systems. So there is
no reflection of the actual decrease in the world price. Some might say, ‘Well, we have seen a 30
per cent depreciation of the Australian dollar in that time,” but in that time we have seen a
decrease in the world price by over 60 per cent. If you do the analysis—and one of our members,
AgForce, has actually gone through and done that analysis—then, even factoring in the
exchange rate depreciation, if domestic price were in line with world price movements the
domestic price would be somewhere in the vicinity of $360 to $370 a tonne. Instead, what we
areredlly talking about are prices of between $1,200 and $1,300 atonne.

Obviously reflecting Ben's earlier comments, they are angry, they are confused and they are
asking, ‘What is actually happening regarding this? Bear in mind, when we are talking about
sophisticated importers working within a market such as the fertiliser market, we would assume
there would be extensive hedging practices taking place just like we do within the agricultural
sector with our export markets to derive some additional insulation from that effect of the
Australian dollar. Just reflecting Ben’s comments, they are angry, they are confused and they are
asking questions of how are we in this position where there is that ability to break away from
what is happening in world markets.
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Senator NASH—With that anecdotal evidence, and obviously it is only anecdotal, is there
enough there for there to be some truth somewhere or is it possible that with all of this anecdotal
evidence that we are hearing about, and it has been flooding in from all over the place, that there
Isnot agrain of truth in it anywhere?

CHAIR—Have you finished your presentation?
Mr McElhone—Yes.

Senator NASH—We were merely filling in time until you got back. We never know how long
it isgoing to be. | am happy to come back to that. Do you want to just answer that?

Mr Fargher—I have personally grappled with this for months and spoken to various people
around this table about it in terms of the fact that people have these stories, these concerns and
these frustrations. But even if you say to these people, *So what is going on? they say, ‘I do not
know. There is something going on, but | do not know’. They say, ‘Don’t you know? and | say,
‘Well, 1 do not know. Maybe the ACCC or the Senate knows.” We do not have any specific
information; we have just got all these stories and that is what we are sharing with you.

Senator NASH—My question is: is there enough smoke to assume that there is a fire
somewhere?

Mr M cElhone—The other thing that we should note is that our members are only getting
confirmation of prices on the phone. There is nothing written down because of the variability
within the market. So, from that perspective, it is very hard to get concrete evidence on the
ground. It is more the hearsay of what is happening on phone exchanges.

Senator STERLE—Can you just help me out—as | am someone who is not a farmer—and
explain to me: is urea mined here, shipped in or both?

Mr Fargher—Most rock phosphate and those types of things are oversess.
Senator STERL E—Okay. How many companies supply urea on the market?
Mr Fargher—There are several but there is one big one.

Mr M cElhone—We went through that in our initial submission, but on the east coast it is
quite limited—three or four.

Senator STERL E—You have answered the question. That isall | need to know.

CHAIR—What he was really after is: what is the percentage of ureathat is imported and what
is the percentage that is manufactured locally? You do not know that?

Mr M cElhone—I do not know that off the top of my head, but we can find out.

Senator MILNE—In the conclusion to your submission you say that, in the survey you did,
nine per cent of the people said they are now confined to a single supplier source, therefore
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exposing them to market power issues. You would have obviously read the ACCC report, so |
would just like to get your analysis on the ACCC report in the light of that kind of finding from
your own survey. From our point of view, we need a way forward here. There is a general
understanding here that, yes, there is volatility in the world market. We understand that and there
Is also going to be volatility in the price. What we are trying to get at is whether the issue of this
market power is actually a much bigger issue than ACCC would have us believe at this point.
Perhaps you could just comment on that. If you have a suggested way forward, then | am
interested in hearing that.

Mr M cElhone—I would say that with regard to some of the analysis before the middle of the
year it is a very convoluted space. We are talking about world movements of oil, so it is very
hard to pin that down. Since that ACCC analysis has come out, we have seen a distinct break
away from what is happening on world markets. Regardless of what is in the ACCC review and
their findings, we are seeing some real movements in the last three or four months that have been
a distinct break away from any of the findings that they might have come up with during that
process.

Some of our discussions indicate that it is an area worth continual review rather than a one-off
piece of work because it is a constant work in progress. We are concerned about the 10 per cent
of farmers who only have the one supplier in their local region. That is coming back directly. But
that does not necessarily reflect the full dynamics of it, because that is only talking about what
they see directly in terms of the distributors. When we are talking about the suppliers behind the
distributors, that is another level.

CHAIR—I was going to nail you on that. IPL did have 73 per cent of sales in eastern
Australia; they now have about 70 per cent, and they say they do not have a monopoly. You may
well have two IPL Incitec Pivot suppliers, as we do. We have one in Marrar, one in Wagga and
one in Junee. There was an Incitec and Pivot in Junee. They ran them separately for a couple of
years and then—bang. They closed it up two years ago and whack went the price. They do have
a market power of, say, 70 per cent—for easy working. What you are saying is that they might
be resellers with the same supplier.

Mr M cElhone—Exactly. We even outlined one of the cases where there were in the vicinity
of five to 10 distributors within a certain region, but as to the actual suppliers delivering them,
there was only one.

CHAIR—In a discussion with the ACCC, they said that one of the comforts they got that
there was not an issue was the evidence they received from the NFF. But it would be fair to say
that you do not have the resources to gather court ssandard evidence.

Mr M cElhone—Most definitely.
Senator NASH—Were they being a bit cute by spinning it that way?
Mr Fargher—I have not heard that comment. These are anecdota stories from farmers, our

members. This is not specific analysis of the fertiliser market in Australia It is anecdota
evidence from our members. We are not a regulatory body; we are a membership based body.

AGRICULTURAL AND RELATED INDUSTRIES



Friday, 14 November 2008 Senate ARI 5

We would expect the relevant authorities to investigate. | am not claiming that we have those
resources or that ability.

Senator MILNE—This is where | am getting to about a way forward. What | am trying to
understand from your analysis of the ACCC report is. were the right questions asked? Did the
level of investigation go far enough? | just heard you say a minute ago that this should be
something which is under constant monitoring, not just a one-off inquiry. Is your
recommendation that the government ask the ACCC to have an ongoing process, or isit to have
an annual assessment? Is there anything they did not do that you think they should have done,
gone further with or ought to be included in such an ongoing review? | am trying to understand
where we can take this so that we might get some real analysis over time and some proper
framework for assessing this issue so that you are not left with just anecdotal feedback and no
capacity to find out what the truth is.

Mr McElhone—What we would like to see is exactly the kind of information that our
members have been bringing back to us. It is the open, publicly available world price movement
data mapped out against the exchange rate pressures and looking at the domestic market price.
The ACCC has the power to get a balanced view of that across the whole of the country and to
monitor that over time. That is the only way that our members will have real comfort moving
forward so that we do not get those same kinds of breakaways from the international price
movement.

Senator MILNE—You would be happy if this committee recommended that the government
request the ACCC to do just that?

Mr Fargher—We have not thought about it. But, given the nature of your questioning and
trying to find a way forward, that would be a prudent move. | think farmers understand that
business is business, but they want to know what is going on. They want access to information.
If they can get access to information, they will make good business decisions. But if they do not
know what is going on and there is all this anecdotal evidence flying around, particularly on a
sensitive input cost issue like this, there will be ongoing frustration as we go into next year.

Mr M cElhone—A large portion of them are subscribing to their own information and data
sources. We have one example where they talk about the demand outlook for urea being so
uncertain and conditions not existing for urea prices to recover on world markets. They are
reading this, yet they are not seeing any indication of that in the domestic market.

Senator MILNE—Can you provide to the committee a proposal of what you would like to
see monitored by the ACCC and the kind of framework in which you would like that information
presented? If you could send us something like that then it will make it easier for us to frame a
recommendation around that, if we chose do so.

Mr M cElhone—Yes. Thank you.

Senator NASH—Does the NFF have enough confidence in the ACCC to be able to do a good
job of that?

Mr Fargher—We do not make any judgement on the ACCC’s ability or otherwise.

AGRICULTURAL AND RELATED INDUSTRIES
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Senator NASH—It is the appropriate body and the job they do is not up to you to comment
on.

Mr Fargher—Yes.

Senator STERL E—It doesn't matter. The chair will do it for you.

CHAIR—We have them appearing this afternoon. We will test them then.

Senator STERL E—Gentlemen, on page 12 of your submission, under ‘fertiliser distributors
you talk about the percentage break-up compared to distributors in the area. Do you have any
evidence that the seven per cent of farmers who have six or more distributors in their area are

getting their urea per tonne at a different price to the 90 per cent of farmers who have only one
distributor in their area?

Mr M cElhone—No, we do not.

Senator STERLE—It is a shame that you do not have that, because it would be very
interesting.

CHAIR—I can give you that evidence.

Senator STERLE—OKay. | will put my next question to the chair: could you table that for
the committee?

CHAIR—There is absolutely no difference, because generally they are the same supplier.
They get a notice overnight. Scott Macdonald gave evidence on this other day. HiFert—

Senator STERLE—On that, Chair, | think it would be very helpful for the committee to have
that evidence.

CHAIR—You have to see that against the background. It is the same supplier for most of
those resellers. You are dealing with the same mob. We took evidence in Western Australia—

Senator STERL E—1 just want to see the prices.

CHAIR—where they tried to buy 9,000 tonnes in one hit.

Senator NASH—While these guys are having a chat, can | ask—
Senator STERL E—We are not chatting. | am asking the chair questions.

Senator NASH—ASs you do. Has the NFF asked about the fall in urea prices while there is no
corresponding drop in domestic prices? Has the NFF asked Incitec why thisis the case?

Mr M cElhone—No, we have not directly. But our members are in constant dialogue with
their distributors and major suppliers

AGRICULTURAL AND RELATED INDUSTRIES
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Senator NASH—What response are they getting?

Mr M cElhone—Some feedback has come in about this. When questioned why the price had
not dropped in line with the world parity, the answer was that they held stock from when the
price was high. Yet, upon further questioning, there was the fact that when the world price went
up so did the local price—

CHAIR—Immediately.

Mr M cElhone—It went up almost immediately.

Senator NASH—It isabit like fuel from the local garage.

Mr M cElhone—It is about holding onto additional stocks and about the exchange rate.
CHAIR—Thisiswhat | call monopoly behaviour. Can | just butt in?

Senator NASH—Of course you can.

CHAIR—In September last year, alot of fertiliser was delivered from the original supplier to
resellers. | have evidence of that. | have to put on the record that | buy super. | bought super last
year at $760, out of a shed that | was lucky to get it out of. Later, that same super, from the same
shed and by the same delivery was $1,200.

Senator STERL E—How much later?

CHAIR—Three months. The resellers said: *Bill, we know the price is going up. We' ve been
given intelligence through the system. We've bought forward to get $400 a tonne profit over
what we normally get.” And they got it. We have evidence of the demurrage costs of shipping out
of ports like Townsville was as cheap as having the fertiliser delivered to port. They want their
cake on the way in by withholding and they want their cake on the way out when the price is
falling by saying, ‘Oh, shit. It's all the stock we've got in hand.” A lot of it is Australian stock.
Talk about monopoly behaviour.

Mr Fargher—We have heard the same story with regard to people ringing up, being quoted
prices but being told they have to have it by a certain date. Then, several weeks later, it is several
hundred dollars higher—and you would assume it is the same shipment. | say ‘assume’ because |
do not know.

CHAIR—I have received evidence which | will put on the record later, in very succinct form,
of industry consultants telling the industry: ‘We got away with it last year. We put it up $100 a
tonne a fortnight, several times more than we thought the market would bear.” The phrase used at
the conference, in the hall, was, ‘We got away with it.” If that is not monopoly behaviour, you
can have alend of me.

Senator STERLE—Is there any other evidence in the agriculture industry of where
commodities can be purchased and when the farmer goes to pick them up the price has doubled,
tripled or gone up one dollar per tonne or per cubic metre or whatever?

AGRICULTURAL AND RELATED INDUSTRIES
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Mr M cElhone—No doubt, at different times.
Senator STERL E—I am not just talking about fertiliser. I's there any other thing—
Senator MILNE—Fuel.

Senator STERLE—I do not think fuel has ever gone up 107 per cent. | am not alover of the
fuel companies, but | do not think it has gone up 107 per cent in one year.

Mr M cElhone—I would say that the fuel issue is another bugbear—
Senator STERL E—Charlie, don't start me on petrol and diesel!
CHAIR—ONbviously that isacartel and it is recognised as a global cartel.
Senator STERL E—The biggest bunch of crooksin Australia.

CHAIR—The first hurdle we want to jJump is. do we think thereis aglobal cartel at work? Do
we think there is the possibility of monopoly behaviour in Australia? Then we want to look at
the consequences that flow from that. | would have thought if you have 100 per cent of the
manufacture in Australia and 70 per cent of the sales you do have market power that would fit
the definition of a cartel. It will be interesting to see why the ACCC thinks there is not a
monopoly.

Senator STERL E—You are talking urea.

CHAIR—NOo, | am talking DAP and MAP. | notice that the ACCC have not modelled single
super. They modelled DAP and urea. The whole thing is flawed. | know they did not do a drill
down. They did not drill down to get evidence level witnesses. | thought it was a farce. As| said
publicly, I thought they were as useless as tits on a bull.

Senator MILNE—A considered analysis.
CHAIR—That isaterm of endearment in some circles, by the way.

Senator MILNE—I have questions in relation to Roundup and the use of GM crops in the
States and the Olympics this year also shutting down a number of manufacturers in China. It
concerns me greatly that the introduction of GM crops has led to a massive increase in the use of
Roundup in the States. That must be having an impact on global price and availability. That has
come on top of the Olympics closing down a number of those factories in China. So the first
thing is. after the Olympics, did they reopen those Chinese factories or are they permanently
closed? What does that mean in terms of global supply and price?

The second thing is: with our move to no-till agriculture and so on, how much work are we
doing on the margins in shifting to a more sustainable farming system as opposed to one that is
dependent on Roundup? | say that because we have been up to have a look at what Christine
Jones is doing with some of the grain cropping properties in Warren, for example. We were told
there that the margins are now significantly better where they are doing that. | am interested in
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the analysis NFF is doing on the shift to more sustainable practices and what that is going to
mean. Can we go the next step and actually reduce input costs by getting off this stuff altogether
or by significantly reducing it?

Mr McElhone—Regarding the first question, basically we have had no recent feedback
regarding the Chinese plants. As far as we are aware, there is no significant change in the market
situation.

CHAIR—Can | just give some guidance to the committee. We do have a reference on
chemical. | would like to deal with the fertiliser issue before we get to chemical. | do not mind if
thereisabit of commentary around chemical; that is part of our reference.

Mr McElhone—We do not actually have any new information on the chemical market to
present to you today.

Mr Fargher—I am more than happy to either now or later go into GM issues, and | am
actually keen to do so.

CHAIR—This committee will be dealing with that, so lets get to fertilisers.

Mr Fargher—We have a position on GM. We have done a lot of work on that and | am happy
to talk to you any time about it.

CHAIR—I will just make one comment about the chemical side of it that may give you some
comfort. Generic glycophate was discovered by some sources to be not tolerant to the gene-
tolerant crops for Roundup Ready type crops. One of the issues for shutting some factories in
some sort of commercial arrangement was the fact that their particular Gladiator type Roundup
was not doing the job with Roundup Ready. So they are some of the complexities that we will
deal with later on.

We have received evidence—and | have the docket here—of sugarcane farmers on 30-day
accounts having the costs to the reseller passed on to the users of the 30-day accounts from the
original supplier at 18 per cent a month. Would you blokes like to say what you think being able
to impose that sort of 18 per cent a month cost means in terms of market power?

Senator FI SHER—What costs, Chair?

CHAIR—WsI, if you are late with your 30-day account, the charge is 18 per cent—not
annually but per month.

Senator FISHER—So it isasimple impost, isit?
CHAIR—Yes. | would have thought that it is well outside the market.
Mr M cElhone—I cannot comment on that. | would have to look at—

Senator STERL E—Sounds like you guys have some homework to do.
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Mr Fargher—As | said before, we are not pretending to have done a survey or even an
inquiry or interview of every farmer in Australia. We deal with alot of issues; fertiliser prices are
one of those issues. People are talking about it in the bush, as | said, and we hope that the
relevant authorities have looked into it.

CHAIR—To take you to another issue, if | could; we received evidence from a user who
decided to get his fertiliser analysed. It turned out that on the analysis provided by the laboratory
the fertiliser concerned was well off label. Has the NFF given any thought to that? | think this
committee will most definitely give serious consideration to a recommendation that there be a
system of mandatory analysis of fertiliser that comes from all over the place—rock phosphate
from Nauru has a cadmium content, et cetera. | am a worn out farmer. | have been buying
fertiliser all my life. | remember those bloody 180 pound bags we used to have to lump. We just
took it for granted that what the bloke said was in the bag was what was in the bag. But there is
actually no system to test that.

Mr M cElhone—I have not heard anything about quality issues.

CHAIR—We have actually called in some analysis, just by way of routine, given that we
received evidence from a reputable laboratory of an analysis where the thing was three or four
per cent off label. Obviously we can smarten that up.

Senator FISHER—Chair, have we not also had evidence of testings that do stack up?

CHAIR—They were nearer the label; they were not on label. That was from Western
Australia.

Senator FI SHER—Perhaps we might ask the NFF to take on notice the question of whether
or not monitoring quality is an appropriate thing to recommend. | mean, you have to do a cost
benefit analysis of it. It will cost money and presumably those costs will be passed on.

CHAIR—It ought to be a statutory requirement. It is like labelling on a bottle.

Senator STERL E—Chair, as a committee member | think when we start having to rely on
witnesses to give us the tick for recommendations it defeats the purpose of Senate committees.

Senator FISHER—MYy question is about the wisdom of the industry, because ultimately it is
the customer that will be forced to bear the brunt of this cost. If it is aworthy cost then it will be
done. So the question is: isit aworthy cost?

CHAIR—But that is a question for us. The NFF is not the industry.

Senator FISHER—They represent consumers—farmers. As afarmer | would have aview.

Senator STERL E—I suggest we put that on our agenda for the next private meeting.

Senator MILNE—I will return to where | was going before, in terms of the ACCC. | note

that when the minister wrote to the ACCC he did not ask for aformal price inquiry under the act.
He just asked for an investigation. Nor did he make an allegation, at the time, that there had been
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any contravention of the Trace Practices Act. He basically asked them to look at it but he did not
give them the powers to investigate in the way that you would, because it was not a formal
reference for a price inquiry. I would just like to know the NFF's view. Do you think there
should be a formal price inquiry so that the ACCC has the powersto go and do what it might do?
Secondly, do you think, from the anecdotal evidence out there, that it would be reasonable to
allege that there has been a contravention of the Trade Practices Act in terms of market power?

Mr Fargher—Firstly, in relation to an inquiry, we supported the inquiry and we support this
investigation. Secondly, in terms of whether we are pushing for another inquiry with different
terms of reference, we might need to take that on notice. | am just not familiar with the terms of
reference. | have not looked at them for a while. Thirdly, we are not making any allegation. We
do not make allegations without evidence. We do not have the evidence and we are not making
any allegation. We are relying on the relevant authorities to do that work.

Senator MILNE—Yes, sure.
CHAIR—AnNd this committee.
Mr Fargher—And this committee.

CHAIR—We have received evidence, through a former Premier in South Australia. | had
better acquaint myself—was that in camera?

Secretary—No, it wasn't.

CHAIR—The evidence was, obviously, about what farmers saw as a breach of contract,
because they had forward ordered—as | have done all my life. You know, being an early bird,
you ring up in September and say, ‘1’1l take 50 tonne.’ It is in the system, and away you go. This
time, with this price signal from the global market that, ‘Ooh, there's a big price increase coming
up,” there was some hoarding and non-pricing. It is more than anecdotal. | can take you out and
show you the sheds where the front-end loader was stuck in the front of the shed, the shed was
full of super and the agent said, ‘I’ve been instructed —by his supplier; that is, the
manufacturer—‘that |1 cannot supply you; nor can | price this to you.” People were very, very
angry about that.

Mr Fargher—That isright. | have heard stories as well—I am sorry that | keep calling them
stories, but that is what they are—

Senator NASH—It is agood way of getting a good feel for it.

Mr Fargher—about that issue. As | said, some reps were saying, ‘You've caught us short.
The price is high because you've caught us short.” | am talking about autumn and the winter
crop. Buit traditionally where they have had those early lock-in schemes they were not available.
So they are saying, ‘You' ve caught us short,” but they are not giving early lock-in schemes. So
farmers are saying, ‘Well, what is going on here? And they are frustrated.

CHAIR—It was obviously a gouge. The ACCC bureaucrats are too bloody impractical to see
that it was a market squeeze that happened. It was a one-off gouge for this price increase, and
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now we are seeing a one-off gouge as the market goes the other way. | can quote you the Black
Sea price FOB on Monday morning for urea. It was actually about $450 and | can tell you the
circumstances under which that occurred. As you may be aware, between 80 and 85 per cent of
the world’'s rock phosphate is controlled by five entities. There is obviously a cartel, or a model,
globally where people, like the bookies at the races, look at prices. There was—something like
an OECD or OPEC thing—a plan to drop the level of manufacture in recent weeks. These
Russian companies that deliver FOB to the Black Sea decided not to participate in slowing their
manufacture. Instead of that they increased their manufacturing but dropped the price.

| had a comment from a person who does not want to give evidence to the committee because
of the sensitivity of his position. He was the guest speaker at a function in Sydney a few weeks
ago which was a forum on fertiliser and | was a guest speaker there too. He said to me, ‘Bill, this
Is the beginning of the break-up, if it keeps going, of the global cartel in fertiliser.” That was a
conversation | had yesterday. | suppose | could actualy table the email. It is a gentleman from
the United States who flew out here to address this committee and | can give you the details. He
Is the bloke who said to the committee, ‘We got away with it last year globally.” He said the
difficulty now is going to be that some people will want to try to not cop the decrease because of
stocks in hand. That is going to the problem. But if it is good enough to whack the price up with
stocks that are at the old price then it should be the same set of rules if the price drops. It is
exactly the same as petrol. It is just as big a con job as fuel. Farmers are sick of it, as you would
know. | found offensive a letter from a manufacturer to a reseller to advise his growers in the
south-west of New South Wales, ‘ Just tell them the price of grain is good and they can afford to
pay this.” That was the excuse for putting it up, because it had nothing to do with the cost. Bob
Katter was talking here the other day ab