	
	


	
	



C
Australian and international experiences: accreditation and industry goods

Experiences in other Australian and international grains and agricultural industries can offer valuable insights regarding the administration of export accreditation schemes, and arrangements for the provision of industry good functions.
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Accreditation

Container wheat exports quality assurance scheme — national

On 27 August 2007, arrangements for exporting wheat in bags and containers began under the Non-bulk Wheat Quality Assurance Scheme 2007. The aim of the scheme was to protect Australia’s international reputation by ensuring that exports are consistent with sales contract specifications through provisions to sample and quality test wheat exported in bags and containers. This was achieved through an accreditation scheme administered by the Export Wheat Commission (EWC).

Under the Non-bulk Wheat Quality Assurance Scheme, exporters were required to have their wheat tested for protein content, moisture content, falling number (a measure of rain damage at harvest time), screenings and weight before being exported. Wheat had to be packed by an EWC accredited packer, who would take samples of the wheat for quality testing. The samples were sent to a testing laboratory, also accredited by the EWC, who would provide testing results to the exporter and the EWC. At least three samples of 300 grams each from every 25 tonnes of wheat being packed had to be taken. Wheat was deemed fit for export if the description of the wheat in the testing results corresponded with both the notice given by the exporter to the EWC, and with the description in the relevant contract. 

The scheme ended on 30 June 2008. In finalising the scheme, Wheat Exports Australia (WEA) performed a review, which showed 99.9 per cent compliance of non-bulk wheat shipments (WEA 2009e). Except for a small tonnage, the non‑compliant exports were simply administrative errors by exporters.

ESCOSA licensing of bulk barley exports — South Australia 

The ABB Grain single desk for exporting barley from South Australia was removed on 1 July 2007. A three-year transitional barley export licensing scheme was established for exports of barley in bulk, under the Barley Exporting Act 2007 (SA). It was enacted in accordance with the recommendations of the Barley Marketing Working Group, which reported to the South Australian Government in late 2006. Bag and container barley exports of no more than 50 tonnes are exempted from the scheme.

The scheme is administered by the Essential Services Commission of South Australia (ESCOSA). The aim of the scheme is to give growers time to improve their risk management and grain marketing skills, and ensure a proper prudential assessment of barley exporters before the move to full liberalisation (ESCOSA 2007). 

The application form is 14 pages long and requests information on:

· the applicant’s corporate profile

· the history of commercial dealings of the company, its officers and its shareholders, and the standard of honesty and integrity shown in those dealings

· the nature and scope of barley exporting operations to be undertaken

· the resources available to carry out its operations 

· experience in trading and exporting barley

· the risk management systems in place, and whether or not the applicant has sufficient capital to support its operations

· other licences held.

The level of information required is brief, and no substantive supporting documentation is required. 

In assessing an application, ESCOSA considers the applicant’s experience in trading barley and other grains, its past commercial record, its display of competency, honesty and integrity, and the financial, technical and human resources available to the applicant (ESCOSA 2007). Conditions can be placed on the licence. 

In its assessment of applications, ESCOSA has established and maintained targeted and light-handed regulatory arrangements (ESCOSA, pers. comm., 18 February 2010). The regulatory approach focuses on outcomes rather than processes. It leaves it to the interested parties to determine the most appropriate manner in which these outcomes should be attained given the particular circumstances (ESCOSA 2007).

Under a two week public consultation process, ESCOSA makes licence applications available on its website and anyone can make a submission to ESCOSA regarding the applicant. If that consultation requires the release of confidential information, the Commission will first advise the applicant and seek consent to the release of information (ESCOSA 2007). An application fee of $2500 is payable by applicants, and there is an annual licence fee of $12 500 for exporters. 

The Barley Exporting Act also established the Barley Exporting Advisory Committee to advise the Minister on the operation of the Act, and any matters arising under the Act. This includes advising the Minister of issues raised by industry stakeholders. It is intended to be a vehicle for growers to provide feedback regarding the deregulated system. 

According to the Barley Exporting Advisory Committee, no matters have been raised with it by licensees about ESCOSA’s administration of the licensing arrangements (Barley Exporting Advisory Committee, pers. comm., 19 February 2010). In addition, ESCOSA has not dealt with any complaints about the licensing regime, licensee compliance with the Barley Exporting Act, or ESCOSA’s regulatory requirements (ESCOSA, pers. comm., 18 February 2010).

The scheme is scheduled to end on 30 June 2010 at which time the industry will move to full deregulation. A Review of the Barley Exporting Act 2007 (Baldock and Brown 2009), conducted in November 2009, recommended that the Act should be allowed to expire on 30 June 2010 as planned, and that the licensing system should be removed from the industry to permit full deregulation.

Grain Licensing Authority — Western Australia

The role of the Grain Licensing Authority (Western Australia) (GLA) was to administer a grain licensing scheme for prescribed bulk grain exports from Western Australia under the Grain Marketing Act 2002. The Grain Marketing Act covered barley, canola and lupins. These licences were issued for exporters other than the main licence holder (Grain Pool).

The original aim of the GLA system was to maximise the benefits of competition in the market whilst protecting the price premiums to Grain Pool, which previously held the single desk marketing rights. The aim was also to protect the State’s reputation as a grain exporter and the industry more generally. In a review of the Grain Marketing Act in 2008, it was concluded that there was no evidence of price premiums due to market power to the main export licence holder, and therefore that criterion was no longer used as a basis to reject a licence. 

The licence specified the type of prescribed grain, the season, quantity, export markets and quality of grain to be shipped. Application fees varied between $5000 and $20 000 depending on the total number of tonnes over the licensing period to be shipped out. There was also a $500 annual licence fee. 

The GLA was dismantled on 23 October 2009 and the Western Australian markets for barley, canola and lupins are therefore now fully deregulated. Commenting on the process of deregulation for these grains, the Department of Agriculture and Food (Western Australia) stated that ‘there was broad based support across the industry for deregulation of export grain marketing and accreditation was not raised as an issue during the review process’ (sub. 34, p. 2).

Wine licensing — national 

The Australian Wine and Brandy Corporation (AWBC) requires exporters of grape products to be licensed where shipments exceed 100 litres. The aim of the regulations is to maintain the reputation of Australian wine overseas, and ensure that Australia fulfils its obligations under international wine-trading agreements. 

The licensing criteria include the financial standing of the applicant, the place of business of the applicant and whether the applicant or related company has had a licence cancelled (AWBC 2009b). Licences are renewable annually. An export permit is required for each consignment of wine over 100 litres, and wine must be tested by AWBC inspectors for a permit to be issued. A shipping application must be signed for all consignments of wine notifying the AWBC of the intention to export, and must be lodged 10 days before the departure date. 

In addition, for bulk wine shipments in containers larger than 20 litres in shipments greater than 100 litres, exporters need special approval by the AWBC (AWBC 2009b). The consignee must be certified in accordance with one of a set number of approved quality management standards. Procedures for the preparation and transportation of bulk wine must also be adhered to. AWBC inspectors have the authority to audit the loading and despatch process to ensure compliance with these procedures. The AWBC may also require commercially dressed samples of the final product. The aim of this process is to reduce the risk of uncontrolled handling, storage and bottling practices carried out by overseas bottlers. 

Wine submitted for export must comply with the Australian wine standards set out by Food Standards Australia New Zealand. It must also comply with the law of the country destination. Random sample checks are conducted to ensure that the wine being exported is consistent with the original samples. These are collected at the last practical point of loading.

A levy is imposed on all exported wine by licensed wine exporters to fund the export promotional activities of the AWBC. Further information on the role of the AWBC, and specifically how it is funded, is provided below in the discussion of industry good functions.
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Provision of industry good functions

The purpose of this section is to ascertain whether the arrangements for provision of industry good functions in other sectors and jurisdictions offer any lessons for the Australian bulk wheat export market.

Australia

Barley

Barley Australia — a non-profit, independent organisation — is the peak industry body for barley. Barley Australia was established in early 2005 by seven Australian barley industry companies and is wholly funded by these foundation members, namely: ABB Grain (now Viterra), Malteurop Australia, Barrett Burston Malting Co., GrainCorp, Grain Pool, Joe White Maltings and Kirin Australia (Barley Australia 2010).

Barley Australia provides the following industry good functions:

· accreditation of malting barley varieties grown in Australia

· industry leadership and planning

· market focus in barley breeding for future varieties

· management of end use market research and development (R&D) projects — currently Pilot Brewing Australia 

· increased recognition and international competitiveness of quality Australian barley through the introduction of trademarking and an assured quality supply chain (Barley Australia 2010). 

The Barley Australia Accredited Variety logo may only be used where a variety of barley has been accredited by Barley Australia as a malting barley. This arrangement does not preclude using non-accredited varieties of barley for malting or brewing purposes.

Pilot Brewing Australia is the body responsible for the pilot brewing of each commercially malted line of barley submitted for evaluation. Pilot Brewing Australia is an industry co-funded project with support from the Grains Research and Development Corporation (GRDC). The GRDC also funds the provision of quarterly barley stocks information from the Australian Bureau of Statistics (ABS). This arrangement is not expected to continue beyond 30 June 2011.

Oilseeds

The Australian Oilseeds Foundation (AOF) is the peak industry body for the Australian oilseeds industry. Oilseeds include canola, cottonseed, soy, sunflower, safflower, peanut and linseed/linola. The AOF was established in 1970 to represent the common interests of all Australian oilseeds industry participants and to promote the development, expansion and improvement of Australian oilseeds production.

Industry good functions provided by the AOF include:

· policy and regulatory advocacy

· trade advocacy

· industry training and education

· implementation of standards and protocols for trading and handling of oilseeds and oilseed products

· identification and implementation of an industry strategic plan and industry goals

· increasing industry awareness of innovations and potential opportunities

· information and communication to/amongst the key interest groups

· promoting Australian grown and Australian made oilseeds and oilseed products

· oilseed related R&D, in conjunction with government, industry and R&D bodies

· promoting environmentally responsible practices within the oilseed industry (AOF 2010).

The AOF is funded by the Oilseeds Development Fund (ODF) and contributions from partner organisations such as the GRDC and Pork Cooperative Research Centre for specific initiatives. The ODF comprises revenue raised through industry contributions. The ODF was established in 1992 to provide the base funding for implementation of the AOF’s strategic plan. This plan sets out a roadmap for growing the industry from its then value of $2.5 billion, to $3.3 billion by 2010. ODF contributors include Cargill Australia, GrainCorp, Grain Pool, Louis Dreyfus, ABB Grain (now Viterra), Meadow Lea Foods and AWB Limited (AOF 2010).

Oilseeds growers contributed about 10 per cent (or $9.2 million) of GRDC levy revenue in 2008-09. The GRDC invested nearly $4.8 million in oilseeds-specific R&D activities in 2008-09, equivalent to 5 per cent of total GRDC R&D expenditure (GRDC 2009a).

Pulses

Pulse Australia is the peak industry body for the Australian pulse industry. Pulses include chickpea, faba/broad bean, field pea, lentil, lupin and vetch. A Board of Directors is nominated from across the industry and the GRDC also nominates one director.

Pulse Australia has three distinct streams of activity:

· Crop Support: Pulse Australia works in cooperation with the GRDC to develop agronomic management packages and provides training for agronomists and farmers. Pulse Australia has also developed a quality assurance program with whole of industry input.

· Industry Support: Pulse Australia works to coordinate activities across all sectors of the industry. This includes information provision to the industry and working with governments, both domestically and internationally, in areas such as market access, tariffs, quarantine and other trade issues. The Pulse Australia Standards Committee develops receival standards for all pulse products within Australia, aimed at meeting the requirements of the export trade.

· Market Support: Pulse Australia is actively involved in the promotion of pulses in specific markets and the development of long term secure value chain relationships (Pulse Australia 2010a).

A variety of publications relating to all areas of pulse production, marketing and the end-use of pulses is produced by Pulse Australia, including a Pulse Update Annual, Pulse Tech-notes, and the Pulse Bulletin. Some information is reserved for financial members of Pulse Australia.

Pulse Australia derives its income from a combination of special project funding from the GRDC, fixed income support from major industry players — especially the cereal industry, membership income from independent processors and exporters, industry sponsors and other voluntary contributors (Pulse Australia 2010b). Approximately 6 per cent (or $5 million) of GRDC grain grower levy revenue came from growers of pulses in 2008-09 (GRDC 2009a).

Wine

The AWBC, an Australian Government statutory authority, undertakes a range of industry good functions. The AWBC was established in 1981 as a successor to the Australian Wine Board, which was originally set up in 1929 for the purpose of improving the quality of wine and brandy and promoting the sale of wine and brandy both in Australia and overseas. The AWBC’s objectives, functions and powers are set out in the Australian Wine and Brandy Corporation Act 1980 and its associated Regulations. 

The AWBC’s mission is to enhance the operating environment for the benefit of the Australian wine industry by providing the leading role in market development, knowledge development, compliance and trade. The core responsibilities of the AWBC include:

· export regulation and compliance

· domestic and international wine promotion 

· wine sector information and analysis (box C.1) 

· maintaining the integrity of Australia’s wine labels and winemaking practices 

· defining the boundaries of Australia’s wine producing areas

· assisting with negotiations with other countries to reduce trade barriers (AWBC 2009a).

	Box C.
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Information provision

	The Australian Wine and Brandy Corporation (AWBC) provides information to the industry on:

· wine production (vineyard plantings, bearing areas, total grape production, grape crush and prices)

· domestic wine sales

· consumption

· exports by destination country, container type, price points, variety and region.

This information is sourced and collected via a range of information gathering activities pursued by the AWBC including:

· the Australian Regional Winegrape Crush Survey

· the Global Wine Statistical Compendium

· other internal and external data sources relating to wine production, domestic sales, imports and consumption.

The winefacts online system is the key mechanism for delivery of market information. Winefacts provides access to data reports, publications, fact sheets and industry overviews prepared by the AWBC or sourced from other organisations. Some material available on winefacts is free to all users. Wine Grape Levy payers receive free access to a range of AWBC and third party commissioned reports, and licensed wine exporters receive free access to summary export information. Other publications can be purchased on a pay-for-use basis. Account customers have unlimited access to all material.

	Sources: AWBC (2009a, 2010).

	

	


The AWBC is funded via a combination of:

· levy revenue (box C.2)

· industry contributions (revenue from regulatory fees and export licences, and contributions from industry to overseas marketing programs and promotional events)

· revenue from selling information services (for example, winefacts products)

· other promotional funding (AWBC 2009a).

The AWBC’s total 2008-09 revenue was $14.9 million. Industry levies and contributions totalled $8.3 million, or 56 per cent of the AWBC’s 2008-09 revenue (AWBC 2009a). Income from sales of goods and rendering of services (regulatory fees, export licences and sales of winefacts products) amounted to $5.9 million. The Australian Government, via the Department of Foreign Affairs and Trade and the Department of Agriculture, Fisheries and Forestry, contributed $160 000 in special project funding.

	Box C.
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Levies on grape producers and wine exporters

	Australian Government legislation requires the payment of levies by wine producers and exporters to help fund the activities of the Australian Wine and Brandy Corporation (AWBC), the Grape and Wine Research and Development Council (GWRDC) and Plant Health Australia (PHA). Approximately 41 per cent of the AWBC’s 2008-09 revenue came from the Wine Grape Levy and the Wine Export Charge.

Wine Grape Levy

The Wine Grape Levy is a compulsory levy payable on wine grapes to provide funding for marketing and promotion activities conducted by the AWBC, research and development activities conducted by the GWRDC and plant health activities conducted by PHA. The Levies Revenue Service within the Department of Agriculture, Fisheries and Forestry audits the grape intake of all wineries and accounts for all grapes crushed at each winery. The levy comprises a fixed and variable component — both components vary depending on the volume of grapes produced.

Wine Export Charge

The Wine Export Charge is a compulsory levy payable on wine exported from Australia and is based on the free on board sales value of the wine exported. The Levies Revenue Service receives the charges and distributes the proceeds to the AWBC. The levy funds international promotional work aimed at increasing demand for Australian wine, and supports the operation of promotional offices in Toronto (Canada), The Hague (the Netherlands), Co Clare (Ireland), Tokyo (Japan), London (United Kingdom) and New York (USA).

Grape Research Levy

The Grape Research Levy provides funding for research and development programs administered by the GWRDC and plant health programs administered by PHA. The compulsory levy is currently set at $2.00 per tonne of grapes produced in Australia, with 198.4 cents per tonne forwarded to the GWRDC and 1.6 cents per tonne forwarded to PHA. The GWRDC receives a matching Australian Government contribution for research and development.

	Sources: AWBC (2010); DAFF (2010).

	

	


Dairy

On 1 July 2003, following deregulation of the sector, Dairy Australia, a public company limited by guarantee, was formed from the merger of the Australian Dairy Corporation and the Dairy Research and Development Corporation. At that time, the three existing levies (corporation, promotion and research) funding the Australian Dairy Corporation and the Dairy Research and Development Corporation were combined into one levy to fund Dairy Australia — the Dairy Service Levy.

Dairy Australia fulfils a number of industry good functions, and is the primary provider of dairy industry information. The three core objectives of Dairy Australia are to: 

· increase farm productivity

· maintain and develop value-added, high margin markets, channels and products 

· promote and protect the unique benefits of Australian dairy (Dairy Australia 2010).

Information services provided by Dairy Australia are summarised in box C.3. 

	Box C.
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Information provision by Dairy Australia

	Dairy Australia provides market information to its members through a combination of:

· publications and reports including an annual Dairy Situation and Outlook Report (with quarterly updates), weekly and fortnightly industry updates and a weekly Hay and Grain Report

· the Dairy Library, which provides information services to dairy farmers, dairy manufacturers and dairy organisations within Australia. This service is free to dairy farmers and available at low cost to dairy manufacturers 

· information sessions, scenario planning workshops, farm consultations and support programs

· DairyLive, a national industry conference (online and in person).

	Source: Dairy Australia (2010).

	

	


Funding for Dairy Australia is sourced from the industry and the Australian Government. Industry contributions primarily consist of revenue raised via the Dairy Service Levy (0.315 cents per litre of milk, or $3 150 for every million litres of milk produced). The levy is paid monthly to the Australian Government by dairy companies (a manufacturer of, or a person who produces, relevant dairy produce), based on the milk the companies have received from farmers during the previous month.

Membership of Dairy Australia is provided to all Australian dairy farmers who pay the Dairy Service Levy, or who have the levy deducted from the proceeds of their milk sales. As of 30 June 2009, membership of Dairy Australia represented 66 per cent of active dairy enterprises (Dairy Australia 2009). Australian Dairy Farmers and the Australian Dairy Products Federation are also members of Dairy Australia.

The rate of the Dairy Service Levy is set by the Australian Government. Under the Dairy Produce Act 1986, Dairy Australia is responsible for recommending the industry’s preferred level for the Dairy Service Levy to the Minister for Agriculture, Fisheries and Forestry. Before it makes a recommendation, Dairy Australia must conduct a poll of all levy payers so that they can indicate their preferred rate of levy. Voting entitlements are based on allocating one vote per dollar ($1) of levy paid. About 64 per cent of votes in the 2007 poll were cast in favour of keeping the Dairy Service Levy constant (Dairy Australia 2010).

As the industry services body under the Dairy Produce Act, Dairy Australia is party to a funding deed with the Commonwealth of Australia. Under the Deed, the Australian Government agreed to pay matching R&D funds, up to a ceiling of 0.5 per cent of the gross value of whole milk produced in Australia. The Deed also sets out how those funds may be used.

Total 2008-09 revenue for Dairy Australia was $53.4 million. Income from the Dairy Service Levy totalled $29.5 million, with the Australian Government funding contribution accounting for $19.2 million (Dairy Australia 2009).

Meat and livestock

Meat & Livestock Australia (MLA), a producer-owned company, offers R&D and marketing services, including information services, to the red meat industry. The core activities of MLA include growing demand for Australian red meat, increasing market access, enhancing competitiveness and sustainability and increasing industry capability. Information services provided by MLA are set out in box C.4.

	Box C.
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Information provision by Meat & Livestock Australia

	The MLA provides information via its ‘information centre’ and covers topics such as: 

· on-farm issues including pasture management, animal genetics and diseases

· post-farm issues such as technology updates and improved environmental management systems

· market information, including market analysis and forecasting, and multiple industry publications

· consumer and corporate information.

	Source: MLA (2010).

	

	


MLA is funded by a combination of transaction levies paid by producers, Australian Government funding and other industry contributions. Transaction levies are compulsory levies charged on the sale of livestock (cattle, sheep and goats). Income from transaction levies is shared between Animal Health Australia, Australian National Residue Survey, and MLA. In 2009, levy-paying members of MLA voted to keep the beef levy at $5/head of cattle (MLA 2010). 

The Australian Government provides matching funds for each dollar spent by MLA on R&D, up to a limit of 0.5 per cent of the annual gross value of production for the red meat industry. MLA membership is provided to levy-paying producers of livestock. Members receive free or discounted market information.

MLA’s 2008-09 revenue totalled $163 million, with transaction levies contributing $98 million and Australian Government R&D funding accounting for $31 million (MLA 2009).

Wool

Australian Wool Innovation (AWI) is a public company owned by Australian wool levy payers. AWI’s chief role is to manage wool innovation, marketing, sales, and R&D. In doing so, AWI provides market information to the industry via the (weekly) publication Wool Market Review (AWI 2010).

AWI is funded through a compulsory levy paid by woolgrowers (currently two per cent of the sale price received for their shorn greasy wool) and a matching contribution from the Australian Government for eligible R&D, capped at 0.5 per cent of gross national value of wool production. The levy is imposed on all shorn wool produced in Australia and sold or used in the production of other goods.

The compulsory wool levy is payable by the producer, defined as the person who owns the wool immediately after it is removed from the sheep or lamb. The intermediary, such as a first purchaser, wool broker, or processor, is liable to pay the levy on behalf of the producer (DAFF 2010). Levy revenue represents the majority of AWI funding. The Statutory Funding Agreement between AWI and the Australian Government defines the conditions under which AWI may invest the levy revenue and matching Australian Government funds. The sale of Woolmark licences contributes a further source of income for AWI. 

An export charge is imposed on wool that is produced in Australia and exported from Australia. However, the export charge is not payable if a levy has already been paid on the wool to be exported.

Woolgrowers vote every three years on the percentage of wool proceeds they would like to invest in wool innovation, marketing, sales, off-farm R&D and on-farm R&D. AWI shareholders are entitled to one vote for every $100 of wool levy paid in the three financial years before any vote. Paying wool levies does not make the levy payer automatically a shareholder of AWI. Levy payers that are engaged in a wool producing business may apply to become an AWI shareholder, however this decision is ultimately made by the AWI Board. AWI had about 30 000 shareholders at 30 June 2009, a decrease of 571 shareholders over the past twelve months (AWI 2010).

Total 2008-09 revenue totalled $61.7 million, with the wool levy accounting for $34 million and Australian Government contributions $11.4 million (AWI 2009).

Summary

Table C.1 provides an overview of the agencies responsible for provision of various industry good functions in other Australian grains and agricultural sectors. 

This review of arrangements for the provision of industry good functions in comparable Australian markets suggests:

· an industry-led approach to the management and funding of the provision of industry good functions is common

· industry levies and contributions provide the primary source of funding for these industry bodies. Matching R&D funding is provided by the Australian Government, up to a ceiling of 0.5 per cent of the gross value of production of the industry. This is consistent with the GRDC funding arrangements

· these bodies provide a range of industry good functions, suggesting there may be economies of scale or other efficiencies in consolidating the provision of multiple industry good functions into one body

· this approach appears to work effectively and is well supported by the respective industries. There is strong evidence to suggest that market participants are willing and able to pay for the provision of industry good functions.

Table C.
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Information provision — other Australian grains and agricultural sectors

	Responsible agency
	Structure
	Funding

	Barley Australia
	Peak industry body
	· Contributions from industry groups (Barley Australia is wholly funded by seven foundation members)

	Australian Oilseeds Foundation 
	Peak industry body
	· Oilseeds Development Fund (industry contributions)

· GRDC and Pork CRC funding (for specific projects)

	Pulse Australia
	Peak industry body
	· Industry contributions


· GRDC funding (for specific projects)

	Australian Wine and Brandy Corporation
	Australian Government statutory corporation
	· Revenue from the compulsory Wine Grape Levy and Wine Export Charge (industry)

· Other industry contributions (revenue from export licences)

· Information services (selling winefacts products)

· Other promotional funds

	Dairy Australia
	Public Company (industry owned)
	· Compulsory Dairy Service Levy (industry)

· Australian Government contribution

· Other industry contributions

	Meat & Livestock Australia
	Public Company (industry owned)
	· Compulsory livestock transaction levy (industry)

· Australian Government contribution

· Other industry contributions from individual processors, wholesalers, foodservice operators and retailers.

	Australian Wool Innovation
	Public Company (industry owned)
	· Compulsory levy on woolgrowers, or export charge on exporters (industry)

· Sale of Woolmark licences

· Australian Government contribution


Sources: AOF (2010); AWBC (2009a, 2010); AWI (2009, 2010); Barley Australia (2010); Dairy Australia (2009, 2010); MLA (2009, 2010); Pulse Australia (2010a, 2010b).

It is worth noting that in some cases, the Australian Government has provided an initial amount of funding at the time of deregulation to help transition the industry. In addition, a number of these industry bodies may have been established using funding inherited from predecessor organisations. For example, Dairy Australia inherited reserves from the Dairy Research and Development Corporation and the Australian Dairy Corporation (Dairy Australia 2010).

As noted in chapter 9, an Industry Assistance Package was established in 2008 to support the bulk wheat export industry’s transition to the current arrangements. The Commission does not consider that further government funding is appropriate.

International wheat exporting regions

Wheat industry participants commonly regard the United States and Canada as ‘best practice’ examples of how to provide industry good functions. Wheat market information products and services are significantly more elaborate and sophisticated in both the United States and Canada than in Australia. 

However, it is not entirely appropriate to directly compare these wheat markets with Australia. The United States and Canadian wheat industries each receive significant levels of government funding and support. In Canada, this reflects domestic policies characterised by high levels of government intervention, regulation and protectionism of the wheat industry. By contrast, the Australian wheat industry operates under much more liberalised, deregulated and competitive settings.

United States

The United States is the world’s largest exporter of wheat, exporting about 50 per cent of its annual production of approximately 60 million tonnes of wheat (GIWA 2009a). US wheat exports totalled 27 million tonnes in 2008-09, accounting for 20 per cent of the global market (USW 2009). Industry good functions for the US wheat industry are provided via multiple public, or publicly funded, agencies and programs (box C.5), namely:

· Economic Research Service (ERS)

· National Agricultural Statistics Service (NASS)

· Foreign Agricultural Service (FAS)

· United States Wheat Associates (USW).

The roles and responsibilities of the ERS and the NASS are broadly similar to ABARE and the ABS respectively. However, the US bodies provide information at a much more disaggregated and detailed level than that provided in Australia. For example, the NASS undertakes a monthly survey of off-farm stocks (that aggregates information from all known commercial grain storage facilities) as well as on-farm stocks across 66 000 operators (GIWA 2009a). The FAS provides similar services as those provided by DFAT and Austrade in Australia, with a specific focus on agricultural export products. The ERS, NASS and FAS are all funded by the United States Department of Agriculture (USDA).

	Box C.
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United States agencies

	Economic Research Service

The Economic Research Service (ERS) is an agency of the US Department of Agriculture (USDA) and a primary source of economic information and research for the department. The ERS conducts a research program to inform public and private decision making on economic and policy issues involving food economics, information services, market and trade economics and resource and rural economics. The ERS disseminates economic information and research results through agency-published research reports, market analysis and outlook reports, economic briefs, and data products.

National Agricultural Statistics Service

The National Agricultural Statistics Service was established in April 1986 to develop and disseminate national and State agricultural statistics, conduct statistical research and coordinate the USDA’s statistics programs. The National Agricultural Statistics Service collects, summarises, analyses and publishes agricultural production and marketing data such as the number of farms, land in farms, acreage, yield, production and stocks of grains. The grain stocks estimates are based on surveys conducted during the first two weeks of the month and are released at the end of the month.

Foreign Agricultural Service

The Foreign Agricultural Service operates within the USDA and is tasked with improving foreign market access for US products, building new markets, improving the competitive position of US agriculture in the global marketplace and providing food aid and technical assistance to foreign countries. As part of this role, the Foreign Agricultural Service is responsible for the collection and analysis of statistics and market information on topics such as export sales, agricultural trade data and market access. 

The USDA Weekly Export Sales Report requires exporters to report on export sales in excess of 100 000 tonnes within 24 hours of sale, and within the same week’s reporting cycle for smaller sales. This information must include the class of wheat sold, the country of export and the marketing year (shipment period).

	Sources: ERS (2010); FAS (2010a); GIWA (2009a); NASS (2010).

	

	


The USW, formed in 1959, is the US wheat industry market development organisation and is the primary provider of industry good functions to the wheat industry. The USW identifies its mission as to ‘develop, maintain, and expand international markets to enhance the profitability of US wheat producers’, and lists its core objectives as assisting buyers, influencing trade policy and speaking for producers (USW 2009). The USW fulfils a number of significant industry development roles, including the provision of market information (box C.6).

	Box C.
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Information provision by the United States Wheat Associates

	The United States Wheat Associates provides the wheat industry with information that covers:

· weekly harvest reports on the condition of the US wheat crop (from June)

· crop quality reports (overview of each year’s crop including baking quality traits and production estimates)

· weekly price reports (futures prices, free on board values, freight rates, exchange rates, historical price data)

· commercial sales reports (sales breakdown by wheat class and destination)

· US and world supply and demand reports (updated monthly).

	Sources: GIWA (2009a); USW (2010b).

	

	


The USW receives the majority of its funding from the US Federal Government. The 2009 budget for the USW was about USD16.8 million, with total USDA support accounting for around USD12.5 million (or 74 per cent) of USW’s 2008-09 revenue (USW 2009). The USDA committed the equivalent of USD2.89 for every USD1 of producer contributions in that year. This is primarily expended by the USW’s overseas offices for foreign market development. 

USW is supported by 19 member State Wheat Commissions. These bodies are authorised to impose a mandatory levy on growers at first point of sale, and to elect how to spend this money on behalf of growers. Historically, the State Wheat Commissions have chosen to support the domestic operations of USW, and to undertake other direct investments in market promotion and demand enhancement activities. Producer contributions to USW totalled USD4.3 million in 2009 (USW 2009).

Canada

Canada is the world’s second largest wheat exporter, accounting for about 12 per cent of world trade (GIWA 2009a). Over the 10 years to 2007-08, Canada’s bulk wheat exports (including durum) averaged 15.4 million tonnes annually. Total production of wheat in Canada totalled over 19 million tonnes (CWB 2008).

Industry good functions are provided via multiple public, or publicly funded, agencies and programs, namely:

· Canada Grains Council (box C.7)

· Canadian International Grains Institute (box C.7)

· Canadian Wheat Board (CWB)

· Canadian Grain Commission.

	Box C.
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Canadian grain agencies

	Canada Grains Council 

The Canada Grains Council (the Council) represents producers, crop input companies, grain companies, processors, end users, government departments, financial institutions and regulatory agencies. It was formed in 1969 to coordinate efforts to increase the sale and use of Canadian grain in domestic and world markets. The Council’s primary tool for sharing market information with the industry is via the Statistical Handbook. In 2004 the Council built a database containing the 40 years of comprehensive grain industry data compiled in past hard copy issues of the Statistical Handbook. Agriculture and Agri-Food Canada, a department of the Federal Government, provides the core funding for the activities undertaken by the Council.

Canadian International Grains Institute

Incorporated in 1972 as a non-profit market development organisation, the Canadian International Grains Institute (CIGI) is dedicated to promoting Canada's field crop industries in international and domestic markets through educational programming and technical activities. Representatives from grain, oilseed, pulse and special crops industries worldwide are invited to participate in CIGI programs and seminars. Since its inception, more than 30 000 individuals from 114 countries have attended CIGI programs.

Core funding for CIGI operations is provided by Agriculture and Agri-Food Canada and the Canadian Wheat Board. Additional funds and support are provided by other sectors of the agricultural industry.

	Sources: Canada Grains Council (2010); CIGI (2010); GIWA (2009a, 2009b). 

	

	


The CWB is the largest wheat and barley marketer in the world. The Canadian Wheat Board Act gives the CWB sole marketing authority for wheat and barley produced by the 75 000 grain farmers of western Canada for export and domestic consumption. All sales revenue, less marketing expenses, is returned to farmers. The CWB is controlled by a board of directors that comprises ten farmer‑elected members and five Federal Government appointees. In 2007-08, CWB received 19.8 million tonnes of grain (13.4 million tonnes of wheat) and collected CAD8.42 billion in sales revenue (CWB 2008).

The Canadian Grain Commission is a Federal Government agency responsible for regulating all aspects of grain handling in Canada. It was established by the Canada Grain Act which mandates that the Canadian Grain Commission establish and maintain standards of quality for Canadian grain, regulate grain handling in Canada and ensure a dependable commodity for domestic and export markets (CGC 2010). 

The Canadian Grain Commission carries out its role through a range of grain quality and quantity assurance programs. It also undertakes scientific research. Specifically, the Canadian Grain Commission collects information on grain elevators, grain exports, deliveries and other grain-related subjects. The Canadian Grain Commission has an annual budget of CAD3.94 million to administer the licensing and financial security system and to provide grain quality information to producers (CGC 2010) (box C.8).

	Box C.
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Information provision by the Canadian Grain Commission

	Reports published by the Canadian Grain Commission include: 

· Grain Elevators in Canada

· Canadian Grain Exports

· Exports of Canadian Grain and Wheat Flour

· Grain Deliveries at Prairie Pointsa
· Grain Statistics Weekly.

	a Prairie points refer to the shipping points in respective Canadian prairies (regions).
Sources: CGC (2010); GIWA (2009a, 2009b).

	

	


Lessons for the Australian bulk wheat export sector

The arrangements for provision of industry good functions in the United States and Canada are characterised by:

· high levels of government involvement

· a significant amount of government funding and support

· sophisticated and comprehensive industry good outputs.

It is difficult to draw direct and meaningful comparisons between these examples and the Australian bulk wheat export market. Domestic policies and government priorities in these regions guarantee significant public support for the wheat industry. Coupled with considerable government involvement and regulatory interventions, the market environment in the United States and Canada is very different to the deregulated Australian market. Most participants acknowledged that Australia could not replicate the scale of information provision that is undertaken in these countries given the cost involved and the relative size of the industry here.
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