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AgForce Grains Ltd.

A commodity council of AgForce Queensland  ABN: 212 416 791 71

Tuesday, 27 May 2003

Secretary

Rural and Regional Affairs and Transport 

Legislation Committee 

PARLIAMENT HOUSE

CANBERRA  ACT  2600

Fax: 02 6277 5811

Dear Senators

Wheat Marketing Amendment Bill 2002

AgForce Grains has a long history of representing the interests of Queensland Grain producers. AgForce has established a vast regional and rural network in Queensland and represents a comprehensive geographical coverage of the Queensland grains industry.

AgForce Grains also provides strong representation for Queensland’s farmers nationally through its federal affiliations with the Grains Council of Australia (GCA) and the National Farmers Federation (NFF). 

Through the combined strength of our members, AgForce Grains is an extremely effective lobby group for Queensland Grain producers and we continue to work closely with government, industry and the community to ensure the viewpoints and concerns of farmers are professionally represented at the highest level. 

In general reference to the Wheat Marketing ACT 1989 and respecting amendment presented toward this Act, AgForce Grains has a long-standing policy in support of an “orderly export wheat marketing system through the current single desk arrangements”.

Initial Structure Requirements 

In the initial stages of the Australian Wheat Board restructure there was broad agreement that any proposed structure for the future AWB Limited must be measured against the following clear grower objectives:

· Retention of the AWB’s wheat export single desk as the highest priority.

· Grower control and / or ownership of the AWB with the ability for growers to access their equity in the AWB.

· An adequate capital base to ensure a strong commercial entity with the ability to maintain adequate first advance payments.

· A commercial structure, which reflects market signals, provides commercial flexibility and maximises returns to growers.

· Industry self-determination as well as certainty and efficiency in structural arrangements.

It is well understood that farmers’ representatives went through an extensive process of negotiations before February 1998 when a unanimous decision to support the Grower Corporate Model (GCM) as the most appropriate structure for the AWB.

This support for the GCM was critical as it provided for a smooth transition of the Australian Wheat Board as a statutory authority through to AWB Limited a listed company. This proposal allowed a structure to successfully achieve the above-mentioned requirements for growers the greatest priority being the retention of the Wheat Export Single Desk.

The provision of the Wheat Export Authority in the Wheat Marketing Act 1989 and the current structure of the AWB Limited group of companies are fully supported by AgForce Grains.

Confidence in the WEA

AgForce Grains is deeply concerned toward the sentiment surrounding the confidence of the WEA to fulfil its role and the issues being discussed as part of this inquiry.

AgForce Grains has extensive consultations with the WEA and AWB Limited and our views are that we have a structure with every capability to carry out its intended function so long as an appropriate funding mechanism for the WEA can be agreed.

Our experience is that regardless of any legal opinion on the powers to source the required information for the WEA to report on the performance of the single desk arrangements. The actual experience is that all necessary information required by the WEA is made available by AWB International. 

As the representative of Queensland grain producers we would be very concerned and would utilise our avenues with AWB Limited and International if the WEA were restricted in performing its intended function due to information access.

Inquiry Purpose

Recently I have publicly stated that discussions within this inquiry have drifted away from the subject of funding the WEA. This Senate Committee should maintain its focus on the purpose of the Wheat Marketing Amendment Bill 2002 and that is to; “enable revenue to be raised for the continuing operation of the single desk exporter of the Australian wheat crop, the Wheat Export Authority (WEA).”  

AgForce Grains is very concerned that the recent discussions arising publicly from the Senate Inquiry into the Wheat Marketing Amendment Bill is doing little more than providing a platform for those with vested interests breaking apart our successful marketing system. 

During Grains Week 2003 the Minister for Agriculture, the Hon Warren Truss openly comment on the current public debate in the industry, stating that:

“I am concerned that some of this debate is simply a rerun all the old arguments to undermine the single desk and to seek changes for vested commercial interests”

Exports of Containers and Bags

It needs to be made clear that the single desk wheat export provisions is all about Australia’s ability to compete internationally. Any future de-regulation of any part of the industry will ultimately result in Australian wheat competing against Australian wheat and reducing the potential returns to our growers.

A de-regulated container market would have the ability to undermine the single desk bulk markets and risk our future relationships and market share through minimal ability to control quality.

It is AgForce Grains view that any discussion on this issue or any other issue associated with changing the structure or operations of our current marketing system is outside the scope of the inquiry and has no relevance in relation to the Terms of Reference. 

System Monitoring  

The current structure providing for the Wheat Export Single Desk is possibly the most internally and externally monitored operation. 

The Current structure contains many different ways of ensuring that the company is operated strictly to its constitutional obligation of “Maximising net pool returns”.

Some of these avenues are:

· The ACCC monitoring the operations of the company and its adherence to the Trade Practices Act.

· ASIC monitoring the constitutional obligations of the directors.

· ASX being comfortable with the constitution and the dual class share model and the commercial operations of the company.

· WEA, a legislated monitor of the performance of AWB (International) Limited, reporting both to the Government and the Industry.

· Grower Elected Directors on a regional basis, making directors directly accountable to growers through the election process.

· Auditors, used for the companies annual financial reporting ability.  And finally

·  Reporting mechanisms and relationships with the GCA and State affiliates.

AgForce Grains is of the view that during the restructure negotiations these avenues were set in place to address issues such as the ones being currently raised publicly. As a result it would allow progressive improvement on the structure. 

The basis of the AgForce position is that these avenues, such as those mentioned above, should first be utilised and the potential failures of these highlighted before any structural or constitutional changes are progressed.

It seems to be forgotten that AWB is a grower controlled company that is accountable through the Directors and Corporations Law to the growers. The role of WEA is simply to monitor performance, not to regulate the company's activities.

Conclusion

AgForce Grains supports the Wheat Marketing Amendment Bill 2002 and asks that the Committee recommend its acceptance. AgForce Grains also supports the GCA recommendations for the future funding of the WEA.

1. The consideration of the Senate Rural and Regional Affairs and Transport Legislation Committee should be confined to the intent of the Wheat Marketing Amendment Bill 2002.

2. The Federal Government should part fund the operations of the WEA.

3. Grower contributions to the funding of the WEA should cover grain supplied to both the domestic and export markets.

4. The introduction of a levy / charge is to apply to all the wheat of a whole season to avoid inequity.

5. Fees for export consents should be introduced at the earliest possible date and should be at a level to cover the costs of their administration.

6. There will be a formalised requirement that the already established GCA / WEA consultative process will cover the budget and levy / charge setting process.

AgForce Grains is confident with what is the WEA and will continue to work closely with it and the AWB Group to ensure growers’ interests are identified and fully addressed in the WEA’s monitoring of AWB International.

Yours Sincerely
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Murray Jones

President - AgForce Grains

Level 1, Primary Producers House, 183 North Quay, Brisbane, Qld, 4000

P O Box 13186, George Street, Brisbane Qld, 4003

Phone (07) 3236 3100          Fax (07) 3236 3077          Email jeff.lock@agforceqld.org.au

Advancing  Rural  Queensland


