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Gilgandra Marketing Co-operative Ltd

ABN 12 646 226 843


27 February 2003 

SUBMISSION TO THE SENATE RURAL AND REGIONAL AFFAIRS AND TRANSPORT LEGISLATION COMMITTEE

ON THE

WHEAT MARKETING AMENDMENT BILL 2002

Dear Sirs

1. We make the following submission regarding the above parliamentary Bill as a local farmer-owned Co-operative in the Gilgandra district, and as a founding member of the Netco Group of Co-operatives. The Gilgandra Marketing Co-operative Ltd (GMCL) represents 195 growers in north western and central western NSW, marketing grain on their behalf and supplying a range of other farmer based services.

2. Our interest in the above Bill is indicated by the fact that the primary function of our Co-operative is to market grains grown by our members. The majority of grain marketed by the Gilgandra Marketing Co-operative Ltd is wheat. GMCL also markets canola, barley, hay, pulses and farm inputs.

3. On the key issue being addressed by the Wheat Marketing Amendment Bill 2002—providing a funding mechanism for the wheat industry to meet the operational costs of the Wheat Export Authority (WEA)—it would appear that the costs will effectively be passed back to wheat growers in one form or another regardless of the funding mechanism chosen. We note it was growers who provided the original $6 million of WEA funding through a retention of WIF capital.  We believe that the manager of the single desk, AWB(I), should be responsible for collecting funds via a levy on exported wheat, and that this cost be itemised both on growers payments advice as a WEA deduction and in a report on the costs of running the National Pool. We note there exists no separate reporting of AWB(I) finances at all to growers and this is a serious concern. Since AWB(I) is responsible for approximately 98% of wheat exports, we consider this a reasonable approach.

4. If a fee for consent applications is additionally implemented, we are concerned that prohibitive fee scales could become a limiting factor affecting applications for export licences. Any Export Permit application fee should be payable only on approved applications. An administration fee could be levied against applications that did not meet clearly communicated WEA guidelines. Alternatively a two tiered fee structure may be appropriate— for example, a small ‘lodgement fee’ and an ‘approval fee’.

5. An alternative funding model could be to divert funds away from the Grains Research and Development Corporation at a set annual rate – especially given GRDC’s nominated focus in their new five year plan.

6. In addition, and most importantly, we would like to offer the following points regarding the operations and compliance monitoring powers of the WEA.

7. If the WEA is to be funded by growers through a levy (which is effectively to be the case, whichever final form is chosen), we believe that the WEA should be given the mandate and authority to act in the best interest of growers. To facilitate this process, the WEA should be controlled by and answerable to growers and the influence of AWB(L) and AWB(I) should be diminished, given the clear commercial conflicts of interest that apply to AWB(L&I) being involved so closely with permit approvals/rejections.

8. The WEA must have more power through legislation, resources and funding to independently oversee the management of the wheat export single desk. With the best interests of growers in mind, the WEA would then be empowered to safeguard growers’ interests from corporations acting solely in the best interests of their shareholders.  “For the WEA to play an effective role it needs to be more independent of AWB in its activities. It is our recommendation that the structure of the export arrangements, and the WEA itself, be reviewed and enhanced.” (Kronos Corporate, 2002, p.72). Additionally we wish to draw the committee’s attention to the above report as a resource in which many key issues are highlighted.

9. We are concerned that AWB(I), a wholly owned subsidiary of AWB Ltd and the currently ‘nominated company B’ managing the single desk, cannot serve with integrity both the Board and shareholders of AWB Ltd and the spirit of the single desk export right granted by the Australian Government through WEA. On the one hand they are required to satisfy the demands for profits to AWB Ltd shareholders, while on the other they are bound to maximise returns to growers delivering to the National Pool by minimising costs. Clearly the ‘closed shop’ nature of service provision from AWB(L) to AWB(I) (where AWB(L) have sole right to provide services to AWB(I)) creates hopeless conflicts of interests and sponsors a commercial outcome in the domestic supply chain and grain market that was clearly not the intention of the original structure. AWB(L) is leveraging off its privileged relationship with AWB(I) to drive dominance in the deregulated domestic market. We believe this is manifestly anti-competitive, unfair and contrary to the original spirit of the management of the single desk. We point out AWB Ltd does not own the single desk—WEA is the custodian of the single desk on behalf of Australian wheat growers. AWB’s role is to manage that process for the best interests of wheat growers, not the shareholders of AWB Ltd.  

10. While all export consents are issued through the WEA, this is only done after consultation with AWB(I). AWB(I) retains the right to veto applications for bulk export as part of the single desk arrangement. We believe these current veto rights should be reviewed in light of the fact that no bulk export applications have been approved in the last three years to the best of our knowledge. This would seem to make a farce of the supposed availability of this mode of export, and would almost constitute a restriction of trade and/or conflict of interest. We suggest that at the very least an allowance be made for niche market bulk hatches of up to 7,000 metric tonnes per month when reviewing AWB(I)s use of its export rights. AWB’s right of veto is a clear conflict of interest which they have proven unable or unwilling to resolve. 

11. We believe the annual reporting of the WEA on the performance of the wheat export single desk manager should be expanded, and include opinions of the wider industry, not just those sourced from AWB(I). Detailed statistics such as those included in the 1999-2000 Report should also be included each year in the reporting. Full reporting of WEA activities should not be restricted to the Minister— any report produced by WEA should be made available to growers directly, given growers fund the operation of WEA. Full transparency of information is critical for growers to be able to make informed decisions about the management of their marketing system.

12. The WEA should ensure that appropriate disclosure occurs from AWB(I) in order that AWB(I)s activities are not hidden from growers in any way. Kronos Corporate note in their report, A Review of Structural Issues in the Australian Grain Market (2002), that “a greater degree of accountability and transparency is appropriate as an inherent responsibility associated with the export monopoly. In particular a disaggregated breakdown of all logistics and finance costs deducted from pool returns should be made publicly available” (p.28). We also agree with Kronos’ additional point that good corporate governance would dictate full disclosure of services provided by associated entities, and the margins being extracted. 
13. In summary, we believe that the WEA in its current form is unable to be as effective in its monitoring role as it should be. “Both the WEA and Grains Council of Australia (GCA) need to be adequately funded and resourced to provide an important oversight role. At the present time neither has sufficient funding nor current expertise to be able to adequately assess the performance of AWBL and the impact that its activity has on grower returns.” (Kronos Corporate, 2002, p.72). 

14. We suggest that a full review of the operations and compliance monitoring powers of WEA is called for, specifically including, but not limited to, the following areas:

· transparency of information between AWB(I), WEA, growers and research groups

· separation of AWB(I) from AWBL to remove conflicts of interest and to put the single desk above commercial interest

· strengthening the powers of the WEA in line with other competition regulators such as the ACCC.

Yours faithfully

Maxwell Ian Zell


Chairman


Gilgandra Marketing Co-operative Ltd

PO Box 71

Gilgandra  NSW  2827


Tel: (02) 6847 2150

Colin Mayford Kilby

Manager

Gilgandra Marketing Co-operative Ltd

PO Box 71

Gilgandra  NSW  2827


Tel: (02) 6847 1116
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