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chapter six

the social and regional impacts of deregulation

One of the tragedies in this whole dairy deregulation debacle is that few of the players (dairy farmers, retailers, processors and government legislators) stop to think of how it all fits into the goals of our society.  This results in a fragmented, ad hoc approach to the whole matter of dairy regulation/deregulation.

Introduction

6.1 The social impact and that on regional economies was an issue of major concern in submissions and evidence.  Many of the dairy farming communities are closely linked to the economic performance of their dairy industry – the industry underpins the economic sustainability of many regional communities. 

6.2 The transfer of wealth from rural producers to the cities was seen as an undesirable effect of deregulation.  Profits going to family farms stay in the community; they are generally expended there, maintaining the wealth of the community. The effect of industry profits passing to the retailing and processing sector will mean the repatriation of profits to shareholders, both within Australia and overseas, whereas profits retained in the community in the form of income to dairy farmers generally stay within the community and are expended there, contributing to the economic wellbeing of the community.

6.3 The regional impact will depend on the concentration of dairying in a particular region, the extent of the fall in the market milk premiums and the ability of dairy farmers in any one region to restructure and continue operating in a commercial environment.

6.4 Norco stated:

…we have some grave fears in terms of the impact firstly on our farmers and the wider rural community and also on the urban communities around… From their work, [the Centre for Agricultural and Regional Economics] CARE said that there was a four multiplier in terms of the impact. The dairy industry contributes $60 million to gross regional product. The follow‑on effect is $130 million. With regard to employment, there are 1,400 direct jobs and 3,100 indirect jobs, so the dairy industry in itself is substantial to the northern region.

The concern expressed in the Dairy Farmers submission is indicative:

Reduced income and reduced margins will lead to a drain in regional economies.  In an environment where regional economies are already undergoing economic downturns, a drain as significant as this would have a serious impact.  The result would be increased social costs for the community.  This would extend to supporting infrastructure as well as increased welfare and health spending due to the deteriorating living standards and conditions and increased pressure on farmers to work harder to produce more for less money.

6.5 Another submission stated:

Dairying is one of the few rural industries currently providing a reasonable return from agriculture in the high value areas of the Sydney/South Coast region.  Deregulation will undercut the financial viability of the traditional family farms in these areas, increasing the pressure for subdivision and the loss of prime agricultural land.  Dairy farms provide scenic protection and breathing space in western Sydney, and support significant tourism in dairying areas such as the Jamberoo Valley and Tilba Tilba.

6.6 However, Ron Messer stressed caution in attempting to evaluate the regional consequences, arguing that the impacts will vary depending on the region:

In the more remote ones, a significant amount of dairy income would rapidly leave the area in any event as payment for energy, fertiliser and loan servicing.  Income directed to local employment would have a more enduring effect and so, regional employment might be a more useful measure of deregulation impact than the loss of aggregate income.

6.7 A number of submissions were received from businesses in regional areas, where dairying was a major economic contributor.  One submission stated that there had already been a 10% drop in sales of agricultural machinery, as a result of the current uncertainty within the industry.
  

The Regional Impact of deregulation

6.8 Many submissions made specific comments on the potential impact on regional areas.

Victoria

6.9 The UDV, through its Inquit study, estimated that the average loss to the Victorian dairy farmer would be $16,000, with the following estimated impact:

Victorian farmers will be forced to cut input costs to their businesses, which will directly impact on small and regional towns.  For every dollar generated at the dairy farmgate level there is a multiplier effect of $2.66 through the local community.

For example, a typical regional centre services up to 400 dairy farming families.  The total value loss to a regional community will be in the order of $15million annually.  Many dairy farmers will bypass small businesses who provide goods and services to those dairy farms today.  Dairy farmers will secure their inputs from larger business operations who have the ability to pass on higher discounts.  This will directly impact on small town businesses.

Victorian dairy farm businesses employ approximately 1 labour unit per business across Victoria.  With a likely decline in farmgate prices dairy farmers will shed labour to maintain viability in their business.

6.10 The Simpson Branch of the UDV advised:

The significant cost to the community of a loss in farm gate income and falls in regional milk supply will include the adverse effect on regional economies, which is estimated by the SBUDV to exceed $400 million per annum, in addition to the impact on farm incomes, and after taking account of offsetting incomes from replacement industries.  These effects are net of potential replacement industries.  The research has used multipliers gained from the key economic regions of the state, to depict the flow-on loss in community income.  Substantial job losses exceeding 10,000 would result from the loss of farms in the state.

The resources presently employed in the dairying regions would not be capable to being put to uses which are as productive or beneficial to such regional economies.  They represent the most efficient and productive allocation of resources which are available.

Tasmania

6.11 The Tasmanian Dairy Industry Authority [TDIA], cited a DRDC December 1997 study, which showed that:

a) manufacture milk production would decline from 539 million litres to between 511 and 469 million litres, or between 4.8% and 11.9%, depending on the extent of the price fall; and

b) between 113 and 281 farmers would leave dairying.

6.12 The consequences this decline in farm numbers, production and therefore income for the Tasmanian regional economy were summarised as follows:

It is the ability to utilise and maintain the infrastructure base that is dependent on a critical mass of demand and economic activity which are themselves dependent on a critical population level. Regional population levels are dependent on many factors – but two major factors are the level of income, and quality of life expectations taking into account the disparity between “city and country” service provision and lifestyles.  The loss of a significant proportion of dairy farm gate income will further aggravate the decline of rural areas increasing the risk of their falling below critical mass.

6.13 The TDIA argues that deregulation will deliver no benefit to the consumer and "taking into account the regional importance of dairying, the Authority believes that further deregulation will seriously damage Tasmania's narrowly based economy"
.  The Authority further stated:

In blunt terms, we despair of the impact of the loss of income that abolition of farm gate pricing will have on many farmers, irrespective of their size and their location. We are concerned over the likely flow‑on impact upon the many rural communities dependent on agriculture, and dairying in particular…Industry statistics already presented to the committee show that the loss of this income will materially damage the cash surplus of the average farm.

6.14 However, John Hughes, President of the Australian Dairy Products Federation, stated at public hearing in Launceston, that he did not expect major disruption in Tasmania, that rationalisation of producers and processors had been taking place over the last 20 years and he expected that trend to continue.

New South Wales

6.15 The Dairy Farmers representative gave an example of the potential impact on that company's processing plant near Berry.  He stated that while the company has no interest in closing the factory, he used it as an example of what might happen in a deregulated environment:

As far as rural towns go, I have picked a town which is not far from here, and that is our Bomaderry plant near Nowra. I must say when I make these comments that we have got no interest in closing this factory. I just want to illustrate what the possibility is with a plant such as Bomaderry. It processes about 100 million litres of milk. Farmers in the area are about 48 per cent market milk access. So if that premium was to disappear there will be a loss, in straight terms, in the order of about $6 million. We have about 98 equivalent full‑time people, being about 90 full‑time and 16 casuals. We have estimated the wages for people in that group at about $32,000, so we would see that plus the other costs that we bear in that area to be about $4 million.

In terms of the straight-up loss of employment, we feel that we would have to close a factory like that in time because we would really be squeezed for efficiency on processing of market milk. It relies on about half market milk and half condensed milk for its processing, and neither can stand on its own. So the total loss out of that area would be around $10 million. You can put your own multiplier effect on it, whatever you want to say that is in the economy, but it is going to be substantial. It could easily be up to $30 million.

6.16 Dairy Farmers used the example of their plant at Bomaderry, NSW.  The plant produces packaged milk and condensed milk for export, principally to Japan.  The company advised:

Deregulation of market milk will probably mean that the milk packaging plant will become unviable as processors like ourselves are forced to rationalise to compete.  The condensed milk plant will be in jeopardy because of the loss of the DMS scheme and also due to the fact that it would be difficult to support either of the two sections of the plant on their own.  The closure of the Bomaderry plant would meant the loss of many jobs, which would compound the loss to the community due to the decrease in milk payments occasioned by farm-gate deregulation.

6.17 The NSW Dairy Farmers' Association advised:

[Deregulation] is going to be particularly harmful to the areas north of Sydney, particularly north of the Hunter, and the North Coast. There are 500 to 600 farms in that area that are below about 400,000 litres of production. That area fought very hard in the mid-1970s to gain access to the Sydney market. Quotas were extended to that area in the mid-1970s after a long campaign to get access. What we have got here now is something that is going full circle. Mr Bywater pointed out that in a deregulated market it is most likely that the milk for those markets will be sourced from those farms that are in the immediate geographic area.

At the end of the day, the benefit to those regional dairying areas has been quite substantial and has been a major driver on some of those dairying areas like the North Coast; when the timber industry and some of the other industries have been in decline, dairying has been very important to them.

The NSW Dairy Farmers Association has estimated that:

a) as many as 500 farms in NSW could cease producing milk;

b) dairying regions of NSW could lose income of $80 million per annum;

c) employment losses in regional NSW could equal 1,340; and

d) annual net effect of losses through closures in the manufacturing sector of $30 - $35 million.

6.18 One witness at Deniliquin, the manager of the Riverina Co-operative Ltd, estimated that the impact on spending at the co-op's retail store could be down by approximately $50,000 on a total annual turnover of $400,000

Western Australia

6.19 The Shire of Dardanup in its submission to the committee expressed its concern about the impact of farmers leaving dairying in the district, particularly given the following:

a) The WA policy of restricting subdivision of rural holdings within the shire to areas of not less than 40 ha;

b) The limited potential for other forms of agriculture to replace dairying;

c) The potential for community and family breakdown as a result of loss of lifestyle and income.

6.20 Mark Dungey, a 25 year old farmer from Western Australia, set out his position and the implications for the community:

The income fall and input cost rises are one thing, but my last point affects people like me. I am 25 years old and, like most farmers around my age, I am dealing with many financial issues on my farm. There is the existing debt, my parents' retirement plan and my farm development plan. When my asset base is reduced with the confiscation of quotas and my ability to repay debt is impaired, life can look increasingly difficult. Farms may well be resumed by banks. The community disruption from this can be enormous and has been well seen in the media in recent years. Deregulation will cause community upheaval as people exit the industry and leave local communities. An exodus from the land and undue hardship for those who manage to remain are not what we require or need at this time.

6.21 Mr Dungey also commented on the areas likely to be hardest hit:

Geographically, close to the major centres of the Margaret River and Bunbury the effect is not as great on town sites. The town sites have historically relied on dairy farming but since then have taken on other businesses, such as transport or, as with Margaret River, tourism and winemaking. The concern is for the smaller communities in between these towns, which are further off the coastline. They do not have access to such industries as wine or tourism, and the effect on them is quite great, particularly if the town is small. Once you start pulling people off the land and they start moving away, the effect on local businesseswhether they be a rural trader, the local newsagency, the post office, or even the school losing a teacher from a lack of studentsand these communities is incalculable.

Queensland

In assessing the impact on northern Queensland, Ian Stewart of the Northern Queensland QDO, stated:

In recent times the region has lost $40,000,000 per year in the timber industry, and $50,000,000 in the tobacco industry through ill-considered government action.  As well, world conditions have wiped out a flourishing tin industry…the effects of a depressed dairy industry in this region would be far reaching.

6.22 Ian Stewart outlined the specific effects on the Malanda region, where dairying is the major industry in the Eacham Shire, employs the most people and where there is little opportunity for diversification:

a) Negative impacts on the 193 dairy farmers would have flow on effects to the 150 families directly dependent on the processor and would have implications for the towns of Malanda, Millaa Millaa and Ravenshoe as well as surrounding communities;

b) Farmer supply services, such as feed, fuel, fertiliser and general farm suppliers will be among the first affected;

c) Other services, such as banks, vets, doctors etc could potentially disappear.

6.23 Farmers from Warwick were concerned that deregulation would have severe implications for employment in the district:

In particular, Paul's have suggested that under full deregulation their 700‑strong work force would be slashed by 250. That automatically impacts on our local area. Something like 80 to 90 staff are employed at our local dairy factory. We believe that would see the closure of that factory, because it is only a processing and manufacturing plant. Also, that would have to flow on to the manufacturing plant in Toowoomba as well.

With or without a package, deregulation would have an impact on the family farm.  Max Balfour from Warwick advised:

Without that package, the farmers would be unbelievably hurtand even with the package. I have two sons on my own farm. They are married and make a life for themselves on the farm. Even if the package comes off, one of us will still have to go. If the package comes off, it will be me; if it does not come off, it will have to be one of them, because they can get a job more easily than I could. My wife and I will have to go back to having a very meagre lifestyle. Most farms will not be able to employ anybody after deregulation to the degree that they can now.

Mr Balfour estimated his personal incomes losses under deregulation to be between $87,000 and $112,000 per annum.
  The flow on impact of such a reduction within the local Warwick community was a matter of concern:

One thing we tried to stress in our submissionand it has become more relevant in the last few daysis that the buck does not stop with us. The problem is not only ours; it reaches far into our rural communities. Every job we lose on the dairy farm probably reflects two, three or four lost in the local community. Our income dropand Max spoke of $112,000is between $30,000 and $40,000. That money is just straight out of Warwick; that is money that I will not have to spend. So the impact is going to be magnified three or four times.

6.24 In the Gympie area it was estimated that as much as $10 million could disappear out of the local economy after deregulation.

The social implications

6.25 One submission described the social impact of deregulation as follows:

a) Transfer of revenue from the Production Sector to the processor and retail sectors will exacerbate the erosion of primary producer and rural business income and viability;

b) The family unit and family farms are a vital mechanism to bring young people into the production sector of the Dairy Industry;

c) further reduction in already low incomes will make it impossible to service debt, provide a satisfying and fulfilling lifestyle for families and provide education and paid employment opportunities fro children;

d) reduced disposable farm income will create even more unpaid work to be completed by spouses and children;

e) reduced disposable farm income will reduce demand for goods and services in country towns accelerating "dying town syndrome";

f) the flow on of stress related issues on the physical and mental health of dairy farmers and rural communities contributes to illness and heightens pressure on the family leading to breakdown of family relationships and increased suicide in the community.

6.26 Mary Salce, who submitted on behalf of women involved in the dairy industry, expressed concern that a significant reduction in farmer income as a result of deregulation, would impact not only on the regional economies, but would exacerbate further current trends to lower retention rates in education, and higher rates of young people moving out of rural areas into metropolitan areas where employment opportunities were greater.
  Ms Salce also referred to the situation in New Zealand post deregulation:

Deregulation in New Zealand has revealed that whilst many farmers have increased the size of their farms, they have also increased their costs and their workload.  As a result, many are experiencing a lower standard of living, low morale and low esteem.

Recently a New Zealand dairy farmer spoke about deregulation in New Zealand and the social impact this climate imposed on local communities.  These included marriage and family break-ups, domestic violence and suicide, with many farms declaring bankruptcy.

6.27 Nola Merino, expressing concern that the primary focus of large companies, and specifically the retail chains which stand to gain most from deregulation, stated:

Such companies service their own profit lines and investors but certainly not the community or national interest.  The marketplace does not have the answers, the market has no conscience, social justice policy or responsibility to maintain living standards or protect democracy and national integrity and price is at best an imperfect and simplistic measure of efficiency in communities' social fabric.

6.28 Submission 39, on the impact of deregulation:

Dairying, which under regulation has been a viable industry, will cease to be a viable industry.  The milk provided for the people of Australia will be provided by dairy farmers in varying states of economic shortfall, with farmers, their wives and their children working inhumanly long hours fro inadequate returns.

The social impact of such slave conditions is horrendous,  governments talk about doing something about youth (and adult) suicide and family breakdown.  Well, if they exerted themselves and took a hard look at the economic conditions that cause so much suicide in rural Australia, they would live up to their obligations to avoid legislation to deregulate the dairying industry.  Alternatively, the Australian Government has an obligation to enact legislation to retain regulations in the Australian dairy industry.

6.29 Environmental concerns were also raised:

We have done the homework on 10c, 15c, 20c and 22c. It is all in front of you. We will receive $300,000‑odd from the package. I can tell you that, for the debt we are carrying, it is not very much. When we took on the debt, we took it on with a 2,700 litre quota and, believe me, it is servicing the debt, paying our taxes, looking after our land and giving us a reasonable lifestyle. For anybody who knows where we farm, if they drive past they will see that we have planted trees and done all the right things by the environment. If we have no money, the environment will probably come last and so will all the clubs and things that we support in the community. It will not just affect ourselves; it will affect the community as a whole. The Harvey district itself is huge in dairy farmers.

Family farms

6.30 The overwhelming majority (98%) of farm businesses are currently family operated.  One of the potential impacts of deregulation is for this primarily family owned business type to change into one where a much larger proportion of dairy businesses are owned by large companies.  

6.31 One of the issues of some concern to many of the people making submissions and giving evidence was the future of children of dairy farmers, the 'next generation' of dairy farmers and the impact of the lack of a future in that industry for them.  Anthony Allen stated:

All we want to do is to keep what we have, and what we have is the market milk premium. Okay, if we have to share that across Australia, when my boy comes back to the farm and I have to say to him, `Son, you cannot milk at Cobargo, or in New South Wales,' then if we have kept the market milk premium in the hands of the farmers, and he wants to be a farmer, he may be able to farm in Victoria or Western Australia but he can be a dairy farmer. If my son wants to be a doctor, he cannot be a doctor in Cobargo. He can go to Sydney and be a doctor - and some of them are not doctors but they are doing things in Sydney, unfortunately. But we cannot all live in the cities. That is why I am here. 

I just think we at least have to try and fight to keep some sanity in the situation and keep the families on the farms. We have built communities around them. The Cobargo community is built around the dairy farm.

6.32 John Quin of the Orana Jersey Stud pleaded the case of the family farm as follows:

Modern methods of farming, particularly in the animal industries, in my opinion, have not always been positive.  The modern dairy farm will see animals housed or kept in  feed lot settings, never to graze the grass, never to run free.  As there is no individual attention to the cows they last only a few years in the herd and leave because of disease or metabolic problems associated with the artificial diet.  The family farm of a single labour unit is threatened and we will see milk produced in the same way as battery eggs.  Quality will be poorer and the consumer will have little input since marketing chains such as the supermarkets will determine what you can buy, not quality or taste. 

6.33 Many farmers expressed concern over the current uncertainty and the potential for more farmers to be lost to the industry following deregulation.  Murray Reid from WA stated:

I do not believe that our dairy industry can afford to lose any more of its producers.  The uncertainty which has surrounded this issue has already caused many farmers to abandon this industry.  I am also aware of a number of young people who are choosing careers separate from their family farm simply because they no longer have the confidence in the future of the dairy industry.  I believe that the loss of these producers and the loss of our young people from their family farms will have serious implications for many rural communities.

A submission from the Valmore Dairy in Queensland highlighted similar concerns. The recent buyout of a family farm by two young families in partnership has meant a debt that will be difficult to service under deregulation.  The two families purchased the family farm at market value, paying $320 per litre for their market milk entitlement.  The submission estimated that a fall in the farm gate price from 58.9 cents/litre to 47 cents/litre, would reduce the income by approximately $40,000 per annum, a level at which their debt is unserviceable.
  The submission argues that their farm is an efficient one, in the top 10% of farms in the area. 

6.34 The submission also stated that the effect on the local economy of deregulation would be devastating; given the demise of the local timber industry and the significant decline in the beef industry.  Dairying is the only viable primary production.

6.35 Mr Allen of Bega stated:

But what is the social impact of all that? Where do all these little towns go? Schools close, hospitals close. I have worked all my life in community activities. I have been chairman of P&Cs for 15 years, hospital boards, cricket clubs, football clubs, the whole lot, and basically they all revolve around farming families. That is the guts of it. 

Seven million dollars is going to be taken out of Bega on 1 July 2000. There is no argument, no debate. We have been before the productivity people about that. It is a dire situation.

Related concerns

6.36 Less profitable farms will mean working resources to their limits, including:

a) Running larger herds on existing properties;

b) Intensive stocking, feeding and milk production resulting in increase waste disposal problems;

c) Maximum use of fertilisers, etc to improve pasture productivity; and

d) Increased demands on limited water resources in pasture irrigation to increase productivity.

6.37 The submission from the Berry Rural Co-operative argued that the physical beauty of the environment around Berry as a result of the dairy farms contributed to the success of the region as a tourist destination:

Berry is a tourist mecca and this in itself is sufficient proof of the importance local farmers place on environmental management.  The clean, green appearance of the district is due mainly to the management and viable nature of dairying compared to the other rural pursuits conducted on the eastern coastal strip.

6.38 The reduction in farmer income will potentially impact on other "non-essential or non immediate" aspects of dairy farming, including improvements, landcare, plant and equipment, feed practices, animal health and welfare, workplace health and safety.

6.39 A further submission from a NSW vet raised the issue of animal welfare, and suggested that this may become a non-tariff trade barrier to Australian dairy products in the future, restricting access to markets and reducing the possibility of an Australia-New Zealand marketing initiative.  The submission was particularly concerned to highlight the potential for reduced farm incomes to result in unacceptable animal welfare standards on dairy farms.
  Dr Ryan noted that:

There is sufficient evidence that the low cost dairying industry in Victoria and Tasmania is detrimental to animal welfare and is responsible for an unacceptable mortality and morbidity in dairy animals.  Acceptance of these dairying systems as a model for low cost dairying throughout Australia may create considerable and justifiable criticism from animal welfare groups and the general community.

6.40 Tony Allen from Bega summed up the concerns of many witnesses and submissions:

When you put the whole thing together, there are so many uncertainties that I cannot believe that this parliament would embark on a process of modifying all of these regulations that affect this industry. I listen and I listen and I hear nothing in the way of objective studies that give me any idea. My version of the thing, and I have been around a long while, is that I think the whole industry is going to fall in a heap and federal and state governments three years from now are going to be picking up the pieces.

6.41 However, another witness, Ron Messer stated:

I would suggest that you fix the dairy industry and then fix the regional problem. I do not think you continue on supporting a dairy industry to fix a regional problem.

The Bega study

6.42 The Bega community, through a partnership steering committee, representing a variety of organisations and interests, raised $58,000 to commission a socio-economic study into the potential social impacts of water reform and dairy deregulation on dairy farmers and communities within the Bega Valley.  The resultant report provided a description and assessment of communities and dairy farmers in the Bega Valley and examined the location and magnitude of the social and micro-economic impacts associated with changes in farm-gate milk prices and water pricing..  The study had five core objectives:

a) The identification of historical changes in the demographic composition of the population using census information obtained through 1991 to 1996 census.

b) The development of social profiles of the dairy industry within the region (including age, family size, and composition, length of residence, education and on and off-farm employment ) and a comparison of these profiles with the population in the Bega Valley

c) The identification of towns and communities dependent upon the dairy industry (inc. industry expenditure, employee household expenditure and the use of social infrastructure services and facilities) and the likelihood of these towns and communities being affected by future changes in the dairy industry.

d) A description of the resilience or sensitivity of the region and communities within the region to changes in the dairy industry.

e) An assessment of the likely social impacts of specific milk price scenarios.

6.43 The steering committee was convened under the auspices of the Bega Valley Water Management Committee.  The social impact work was carried out by Dr Mark Fenton, for Environment and Behaviour Consultancy, based in Townsville.  The economic impact work has been carried out by Dr Julian Morison for Econsearch Pty Ltd, based in Adelaide.  Roy Powell of CARE, based in Armidale prepared the economic impact model and Julian Morison has analysed this.  Independent review and comment by NSW Department of Land & Water Conservation economists is under way and comments will be incorporated in the final reports. 

Review methodology

6.44 The report provided an assessment of communities and dairy farmers in the Bega Valley and examined the location and magnitude of the social and micro-economic impacts associated with changes in farmgate milk prices and water pricing. Data from a variety of sources were used to construct an input-output model to provide a ‘here-and-now’ snapshot of the Bega Valley economy:

Data were gathered from a variety of sources.  Primary industries data
 for the models were collected from ABS, ABARE, Local Government, industry reports and industry associations.  These data were used to signify the status and recent trends for all significant primary industries in the region.  Also, information was sourced from the South East NSW regional input-output table, previously developed by EconSearch for the ACT Government, as well as from the economic impact model for the Bega Valley-Bombala region recently developed by the Centre for Agricultural and Regional Economics (CARE).  Other social and economic data for the region, including regional employment by industry,
 industry output and turnover, wages and salaries, household consumption, and so on, were collected from similar sources,
 and used in the construction of the input-output model.

6.45 The model was used to provide a profile of the local area – a 'snapshot' of the shire's economy.  Another model was developed by FarmStats Australia Pty Ltd to assess the impact of milk price changes.  The study also used census information and a survey of 109 of the population of 149 dairy farmers.  

6.46 The statistics snapshot of the community included:

a) Sixty five per cent of farms in the region had been held by previous generations of the farm family, with farms having been in the family for an average of 92 years;

b) The average age of dairy farmers was 51 years;

c) There were 2.3 full-time equivalent farm family members employed on each farm, with an additional 1.1 full-time equivalent non-family members employed, representing a total employment of 507 family and non-family members;

d) Across all dairy farms, it was estimated that there was $8.1 million in annual household disposable income, spent as follows:

i) Bega - $6.1 million;

ii) Moruya - $0.7 million;

iii) Cobargo - $0.3 million;

iv) Narooma - $0.3 million;

v) Bemboka - $0.1 million;

vi) Bodalla - $0.1 million.

e) Annual farm business expenditure, excluding labour costs, was $57.8 million, dispersed as follows:

i) Bega - $43 million;

ii) Cobargo - $5 million;

iii) Moruya - $2.2 million;

iv) Narooma - $0.7 million;

v) Bemboka - $0.7 million;

vi) Bodalla - $0.2 million.

Report findings

6.47  The major findings in relation to dairy industry deregulation were:

a) the survey of dairy farmers showed that 88% were either concerned or very concerned about the impacted of dairy industry deregulation on the future viability of their farm;

b) an examination of qualitative responses to the survey suggested that much of this concern was also associated with uncertainty and lack of information on the process and impacts of deregulation.

6.48 As part of the survey of dairy farmers within the region, each dairy farmer was asked to indicate how they might change their farm operations with reductions in farmgate milk prices of 5 cents/litre, 10 cents/litre and 15 cents/litre.  The findings were as follows:

a) Under a 5 cents/litre reduction it was estimated that eight dairy farms (5.4%) would become unviable, which would affect 25 farm family members and 10 non‑family employees. The eight dairy farms also contributed $3.7 million in annual household and farm business expenditure of which $2.9 million was sourced from the town of Bega;

b) Under a 10 cents/litre reduction it was estimated that 70 dairy farms (47%) would become unviable, which would affect 228 farm family members and 81 non‑family employees. The 70 dairy farms also contributed $31.3 million in annual household and farm business expenditure. Of this amount $23 million was sourced from the town of Bega, $2.1 million from Cobargo and $1.9 million from Moruya.

c) Under a 15 cents/litre reduction it was estimated that 121 dairy farms (81%) would become unviable, which would affect 397 farm family members and 137 non-family employees. The 121 dairy farms were also estimated to contribute $52.9 million in annual household and farm business expenditure. Of this amount $41 million was sourced from the town of Bega, $4.5 million from Cobargo and $1.3 million from Moruya.

6.49 The report considered that the potential impacts on the region were considerable, that given the multiplier effect, the adverse consequences would impact on all sectors of the local economy:

It is important to recognise that changes in both household and business expenditure represent only the direct expenditure by dairy farmers and that these expenditure changes would clearly generate flow on impacts within specific towns and communities throughout the region. Not only would these changes impact directly on the viability of businesses providing goods and services to dairy farmers, including their employment and expenditure, but indirectly many other businesses and community services within towns and communities in the region. The economic and social 'multiplier' effects under the three scenarios examined are likely to be extremely significant, given the dependency of this region on the dairy industry, and would likely effect the very viability of many rural communities and townships in this region. The scale and breadth of these impacts are likely to be wide ranging at a community level, representing significant changes to the structure, function and ultimately the very viability of rural communities. In addition, and again given the scale and breadth of these impacts, there are likely to be significant social‑psychological impacts associated with these changes and the dislocation of individuals and families from within the region.

6.50 The implications of deregulation of the dairy industry for the district are obvious – it will have a significant impact and the consequences for the Bega Valley and areas like it are serious.
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