	
	


	
	



Recommendations and findings
Chapter 3 — Marketing and pricing
finding 3.1

The key drivers of the export price of wheat (and the recent commodity price cycle) are:

· the global demand for, and supply and stocks of, wheat

· the exchange rate

· relative transport costs from Australia (and other exporting countries) to export markets. 

finding 3.2

The transitional period of the current wheat export marketing arrangements has coincided with:

· a pronounced commodity price cycle associated with a short-term increase in the price of wheat of at least 150 per cent just prior to deregulation
· the global financial crisis

· large movements in the exchange rate.
finding 3.3

The local wheat price in New South Wales rises above the export price in periods of low production. When local demand absorbs almost all local production, almost no wheat is exported and wheat is imported into New South Wales from other states. 
finding 3.4

Improving pool transparency is best undertaken by the industry and can be achieved through a more detailed code of conduct. The Commission has not identified any further role for government in this process. 
Chapter 4 — Accreditation of exporters
Finding 4.1

The Australian Government followed good regulatory processes in establishing the Wheat Export Marketing Act 2008, which helped smooth the transition of the bulk wheat export industry away from the single desk.
Finding 4.2

The Wheat Export Accreditation Scheme 2008 has been effective and appropriate as a transitional measure, providing net benefits to the bulk wheat export industry in the short term. 
Finding 4.3

There is likely to be a net cost to keeping accreditation beyond a transitional period. The transitional period as it relates to accreditation is approaching its end.

Recommendation 4.1

The Wheat Export Accreditation Scheme 2008 should be abolished on 30 September 2011. This timing would coincide with the end of the 2010-11 marketing year and give the Australian Government sufficient time to put the required legislative changes in place.
Recommendation 4.2

Regulation 9AAA of the Customs (Prohibited Exports) Regulations 1958, which prohibits bulk exports of wheat unless exported by an accredited wheat exporter, should be repealed effective 30 September 2011.
Recommendation 4.3

Wheat Exports Australia should be abolished on 30 September 2011. 
Recommendation 4.4

The Wheat Export Charge should be abolished on 30 September 2011.
Recommendation 4.5

If the Australian Government decided not to abolish accreditation, a system similar to that administered by ESCOSA for bulk exports of barley in South Australia would be the next best alternative. 

· A less attractive alternative would be to amend the Wheat Export Accreditation Scheme 2008. As outlined in this report, this would include streamlining the level of assessment employed by Wheat Exports Australia and more clearly defining its role to ensure that its powers do not extend into matters of competition policy. 

If the Australian Government decided not to abolish accreditation, the application fees and the Wheat Export Charge would need to be reviewed. A Cost Recovery Impact Statement should be formulated, in line with the Australian Government Cost Recovery Guidelines. The Wheat Export Charge should no longer be levied on exports of wheat in bags and containers, as they are not covered by the accreditation scheme. 
Any new or amended arrangements put in place by the Australian Government should be reviewed after no more than five years.
Chapter 5 — Access to port terminal facilities

Finding 5.1
Access to ports is the most critical issue in ensuring the success of deregulation.
Finding 5.2
The access test has been effective and appropriate as a transitional measure, providing significant short-term benefits. Any offsetting short-term costs are likely to have been relatively small.
Finding 5.3
If maintained in the long run, the costs of the access test would significantly exceed its benefits. However, given the industry is still in a transitional phase relating to port access, there are likely to be net benefits of maintaining the test until 30 September 2014.

Finding 5.4
Overlapping regulatory responsibility for access matters increases the potential for regulatory uncertainty and inconsistency, as well as higher compliance and administration costs. The ACCC is the most appropriate body to deal with access related matters.

Recommendation 5.1

The Australian Government should proceed with the scheduled independent review of the National Access Regime. This review should commence no later than 31 December 2011.

Recommendation 5.2

The requirement for grain port terminal operators to pass the access test contained in the Wheat Export Marketing Act 2008 (continuous disclosure requirements and an ACCC accepted port access undertaking) as a condition for exporting bulk wheat should remain in place until 30 September 2014. Responsibility for determining if the access test is met (including the continuous disclosure requirements component) should rest solely with the ACCC beyond 30 September 2011, whether or not accreditation continues past that date. 

Ideally, grain port terminal operators not subject to the access test between 30 September 2011 and 30 September 2014 would voluntarily publish their shipping stem and port access protocols. 

The requirement for port terminal operators to pass the access test as a condition for exporting bulk wheat should be abolished on 30 September 2014. 

The requirement for continuous disclosure should continue after 30 September 2014, although this should no longer be a condition for exporting bulk wheat. From this date, the continuous disclosure rules should be applied to all grain port terminals, regardless of ownership. Responsibility for monitoring compliance with continuous disclosure rules should remain with the ACCC after 30 September 2014. 
From 1 October 2014, access disputes (other than those relating to the continuous disclosure requirements) should be dealt with by the National Access Regime under Part IIIA of the Trade Practices Act.

Ideally, port terminal operators would supplement these arrangements with a voluntary code of conduct from 1 October 2014.

Should the access test continue beyond 30 September 2014, it should be reviewed after no more than five years.
Finding 5.5

Price monitoring of port terminals is not an appropriate mechanism to deal with matters relating to port access.

Finding 5.6

Section 46 of the Trade Practices Act is unlikely to deal adequately with matters relating to port access.

Chapter 6 — Transport, storage and handling
Finding 6.1

Greater competition can improve the efficiency of the grain supply chain. These efficiency improvements lower the costs of the supply chain, providing benefits to the industry, and particularly to growers.

Finding 6.2
Up-country storage facilities do not exhibit natural monopoly characteristics. There is no case for specific third party access regulation. Specific access regulation is likely to hinder the development of efficient supply chains.
finding 6.3
Competition in the grain supply chain requires that participants have the ability to 
by-pass the bulk handling system.
Recommendation 6.1

The ACCC has announced that it will review the exclusive dealing notification granted to CBH, regarding the use of Grain Express. In light of market developments and concerns over the contestability of CBH’s supply chain, the Commission endorses the decision by the ACCC to review Grain Express. The Commission recommends that the ACCC makes its determination as soon as practicable.

recommendation 6.2

When considering investment in road and rail infrastructure for the transportation of grain, decisions should be based on thorough cost‑benefit analysis, including both economic and social costs and benefits. Where possible, the analysis should consider the benefits that can be obtained throughout other parts of the grain supply chain.
finding 6.4
Investment in transport infrastructure should be funded by those who benefit from the investment, which in many cases is likely to be both the community and industry. Where governments make investment in rail infrastructure based on perceived social benefits, payments should be made in the form of clearly specified community service obligations.
Chapter 7 — Information provision

Finding 7.1

The ABS and ABARE should continue to provide core, long-term wheat market information, in line with what is currently provided by these agencies for other Australian grains and agricultural commodities. Government funding for this purpose is appropriate.
Finding 7.2

The cessation of government funding provided to the ABS and ABARE for additional wheat data collections and publications on 30 June 2011 is appropriate.

Recommendation 7.1

The Commission sees value in the provision of stocks information by state to support the effective operation of the domestic and export wheat markets. However, if the industry wants this information, it should pay for it. The most efficient approach to funding this information would be via an existing compulsory industry levy. Specifically, the GRDC levy collection framework appears to be the most practical and cost-effective option for funding stocks information by state.
Finding 7.3

The ABS is well placed to continue providing stocks information by state.

Chapter 8 — Wheat quality standards and market segmentation

Finding 8.1

The design, delivery and funding of a wheat classification function is most appropriately undertaken by the industry. The Commission has not identified a role for government. 

Finding 8.2
The benefits of varietal classification can potentially be captured by individual plant breeders. Assessment and classification of candidate varieties by the Wheat Variety Classification Panel could be undertaken on a fee for service basis, with fees paid by plant breeders for the lines they submit. This matter is being considered as part of the Wheat Classification Council’s review of operations.

Recommendation 8.1

Reforms and initiatives to improve the collection and enforcement of End Point Royalties, such as those recommended by the Advisory Council on Intellectual Property’s Review of Enforcement of Plant Breeders Rights, should be implemented expeditiously.
Chapter 9 — Other industry good functions 

finding 9.1

It is appropriate for the Australian Government to be involved in trade policy advocacy activities, with support from industry. Arrangements for the provision of activities (‘industry good’ functions that are predominantly private in nature) such as technical market support, crop shaping, regulatory and policy advocacy, industry strategic planning, wheat promotion and wheat branding, are matters for the industry to determine.

Research and development is the subject of an ongoing Productivity Commission inquiry.

Finding 9.2

The Australian Government currently collects compulsory levy payments from producers in the wine, meat and livestock, dairy and wool industries. Some of this levy revenue is used for market promotion and development activities, as well as information collection and dissemination.
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