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Productivity Commission Inquiry into Wheat Export Marketing Arrangements

I, Nick Sherry, Assistant Treasurer, pursuant to Parts 2 and 3 of the Productivity Commission Act 1998 hereby request that the Productivity Commission undertake an inquiry into wheat export marketing arrangements and report before 1 July 2010.

Context

This inquiry will assess the operation of the current wheat export marketing arrangements, including the costs and benefits, and inform the Australian Government on the effectiveness of the arrangements.

Background 

The Wheat Export Marketing Act 2008 (the Act) came into effect on 1 July 2008.  The Act established a new regulator, Wheat Exports Australia (WEA), to formulate and administer an accreditation scheme for bulk wheat exports.  The Wheat Export Accreditation Scheme 2008 (the Scheme) also came into effect on 1 July 2008.

The Scheme requires exporters to meet strict probity and performance tests to satisfy WEA that they are fit and proper entities to hold accreditation.  In addition, to be accredited exporters that own or operate port terminal services need to meet an access test under the Act, which requires them to have access undertakings approved by the Australian Competition and Consumer Commission (ACCC) in place by 1 October 2009.

Compliance of accredited exporters with the conditions of their accreditations is monitored by WEA which has the power to vary, suspend or cancel accreditations in certain circumstances.

Section 89 of the Act requires the Productivity Commission (the Commission) to conduct an inquiry into the operation of the Act and the Scheme.  

Scope of the inquiry

Under the Act, the Commission must review:

· the operation of the Act, including the costs and benefits; and

· the operation of the Scheme, including the costs and benefits.

In conducting the inquiry, the Commission will assess the effectiveness of the arrangements in meeting the objectives of the Act and will consider the operation of the Act and the Scheme, including the role of WEA, as a whole.  The Commission will also consider how individual components of the Act and the Scheme affect relevant stakeholders and the costs and benefits they deliver. The Commission should provide comment on those aspects that are working effectively and identify those that require change. The Commission will take into consideration recent reports and studies into Australia’s grain supply chains.

The Commission will give consideration to issues that may or do affect the effective operation of the Scheme including, but not limited to:

· the suitability of the eligibility criteria required for, and conditions imposed upon accreditation;

· the appropriate level of assessment of each applicant for accreditation by WEA against these eligibility criteria;

· the appropriateness and effectiveness of the access test requirements that apply both before and after 1 October 2009; 

· the effectiveness of, and level of competition existing under current arrangements for the transport, storage and distribution of wheat in contributing to a sustainable supply chain from farm gate to export load port;
· the availability and transparency of relevant market information to participants in the export supply chain; and 

· any other factors that may affect the performance of WEA. 

If considering changes to the operation of the Act or Scheme, the Commission will examine how such changes would affect arrangements to fund WEA and the use of cost-recovery mechanisms.

In conducting its inquiry, the Commission will consult widely with interested parties including WEA, growers, grains industry representatives, accredited exporters, bag and container exporters, potential bulk exporters, bulk handling companies, the ACCC and relevant government departments.

Consultation with interested parties can occur at any time but there must be an opportunity for stakeholders to comment on the operation of the arrangements for the export of the 2009-10 crop.  This will allow consideration to be given to the export of wheat through peak shipping periods for two harvests. 

This will be done in an open and transparent manner and include release of a draft report for public comment. It may also include public hearings in major wheat growing areas, if deemed necessary by the Commission. 

The Commission is required by the Act to commence its review by 1 January 2010 and report to the Government before 1 July 2010.

NICK SHERRY

[received 29 September 2009]
Disclosure of interests

The Productivity Commission Act 1998 specifies that where Commissioners have or acquire interests, pecuniary or otherwise, that could conflict with the proper performance of their functions during an inquiry they must disclose the interests.

Presiding Commissioner Wendy Craik has advised the Chairman of the Commission that she holds or has interest in the following organisations:

· Dairy Australia

· Elders Ltd
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