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Relevance of this Submission to the Senate
1. This submission focuses on 

I. The effectiveness of the WEA in its key function of monitoring the performance of AWB International.

II. The specific identification of issues and solutions to improve the overall transparency and business performance of AWB (I) allowing the WEA to be more effective in performance monitoring of AWB (I).

2. BRI Australia believes the Wheat Export Authority’s monitoring of AWB International’s performance requires significant improvement for the benefit of Australian grain growers. This submission covers four specific areas that the WEA should immediately address. 

· Decline in technical information and support for Australia’s International customers

· Limitations on grower innovation

· Contestability of services for AWB International and transparency of decisions

· Information risk management 

3. When assessing this submission we ask that the senators recognise the independence and positioning of BRI Australia in the Australian grains industry.

4. BRI Australia Limited, established in 1947, is an independent national organisation engaged in the research, training and provision of services for the grains and grains based industries. It is a company limited by guarantee with the board of directors elected from members representing all sectors of the grains value chain. The objects of our constitution are

· to carry out scientific research and development work in connection with the grains, milling, baking and allied industries

· to carry out scientific research and development work in connection with grains and grains products 

· to promote and develop the grains, milling, baking and allied industries 

· to advise, consult and provide services to the grains, milling and baking industries.

5. BRI Australia’s independence is acknowledged by the industry in that it does not trade grain, does not take a position in plant varieties, does not distribute dividends and does not have share capital.

1. Decline in technical information and support for Australia’s International customers

6. Issue - BRI Australia communicates regularly with key users of Australian wheat, both domestically and internationally. Over the past few years we have witnessed increasing frustrations of key customers with the declining levels of technical support from the Australian grains industry, especially in the high value markets such as Japan, South Korea and some Middle Eastern countries. These customers include the flour millers and their customers who manufacture consumer products. Such technical support is currently provided by AWB Limited on behalf of AWB (I).

7. The customers have advised BRI Australia, that Australia’s key competitor in international wheat trade, ie the USA, via the US Wheat Associates provide a superior level of support than AWB (I). Thus these customers are now experimenting with North American wheats for applications traditionally the domain of Australian wheats. Accordingly there is a serious potential for loss of market share.

8. Given the commercial sensitivities we have not named these customers in this submission, but would be prepared to discuss this with the Senate Committee.

9. Solution – AWB (I) commission an independent report each season detailing the commercial performance and quality status of the annual wheat crop for each grade and variety. This report will comprise technical information generated by NATA accredited tests (where NATA accreditation for those tests exists. NATA refers to the National Association of Testing Authorities, the internationally recognised accreditation for technical competence).

10. Issue – The information supplied to customers on the performance of their wheat is based on laboratory scale test mills which do not reflect the true commercial performance of the sample (ie customers may be disillusioned by mismatch of lab results and actual performance).

11. Solution – The WEA stipulate that all grades and key varieties should be tested on commercial scale equipment annually, and by a random shipment basis. This is to reflect the actual performance of Australian wheat in a commercial environment.

12. Issue – The research organisations and breeding companies responsible for the long term positioning of Australian wheat in the global market are not receiving adequate information from AWB (I) on the market requirements.

13. Solution – AWB (I) should be required to provide the research and breeding companies with the same level of information and on the same terms that it provides AWB Limited given that it has a single desk power and therefore control over such information.

2. Limitations on grower innovation

14. Through the numerous courses BRI Australia runs on behalf of the industry we meet with hundreds of leading grain growers each year. 

15. Issue - The large majority of these growers express their disappointment that the current system and practices of AWB (I) and AWB Limited stifle their ability to innovate, as they are not rewarded adequately for quality. Growers that grow specific quality grain to satisfy niche markets are not able to supply those markets even if they are currently not using Australian wheat, because of the intermediary role of the AWB Limited and the difficulties of obtaining permits through the WEA. 

16. Solution – If the customer is currently not a purchaser of Australian wheat then growers or grower groups should be able to automatically obtain an export permit from the WEA.

17. requirements therefore limiting their ability to meet these requirements

18. Solution – Open the currently closed loop of information flow between AWB International and AWB Limited.

3. 
Contestability

19. Issue - AWB Limited provides all quality-testing services and the annual crop report to AWB International for a fee.  The cost of this service to AWB (I) is not publicly available and raises the question with growers and the industry as to whether this mechanism maximises returns to the pool.  The same also applies to other transactions between the two organisations.

20. Solution – In a truly transparent arrangement, AWB (I) would seek to tender these services in an open process and select an appropriately accredited service provider that delivers the best value for the pool and for Australian grain growers.  This will help prove to other WTO nations that the single desk system in Australia differs significantly to the STE’s in other countries.

21. Issue - Classification of new wheat varieties is the sole responsibility of AWB Limited.  AWB Limited has a wheat breeding business and growers perceive an acute conflict of interest for AWB Limited when determining the classification or value of AWB Limited and competitor varieties.  

22. Solution – Classification should be the responsibility of AWB International not AWB Limited. To be truly fair classification of new varieties would best be conducted by an independent group of experts supported by an accredited organisation that is not directly involved in wheat breeding or trading. 

23. Issue - There are many research providers in Australia working in the grains industry.  Research priorities and issues for AWB (I) are given directly to AWB Limited to find solutions.  It is of great concern to the Australian grains industry that research required to maintain Australia’s market position is being conducted by one part of the industry and not placed in a competitive process whereby the most suited research provider is engaged to conduct the work. 

24. Solution –Maximising Australia’s pool return is dependent on providing the best research support to the current operator of the single desk irrespective of the provider.  An open and competitive process for the research required to support AWB(I) should be required given it has the single desk power.

4. Information Risk Management

25. Issue – Sensitive international customer and market information is in the hands of one commercial operator, i.e., AWB Limited. This prevents the WEA from accurately determining the performance of AWB (I), and also creates barriers to any future restructuring of Australia’s wheat marketing policies.

26. Solution – The WEA should capture this information using strong powers to acquire information from both AWB (I) and AWB Limited, and also by commissioning reports from independent organisations respected by industry stakeholders. As much as possible of this information, subject to commercial confidentiality, should be made public in order to support competitive and innovative activities.

27. Issue – The classification system for wheat and the background information were gathered by the old Australian Wheat Board, from contributions by all sectors of the industry. AWB Limited has recently stated that “the classification process and background information is now owned by AWB Limited and will not be revealed to other sectors of the industry”.

28. Solution – An independent body, potentially the same body proposed in paragraph 22, would be well placed to be “custodian” of the classification system and background information on behalf of all sectors of the grains value chain. The processes for the management of the classification system and definition of its ownership made legally clear.
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