COMMONWEALTH OF AUSTRALIA

Officia Committee Hansard

SENATE

STANDING COMMITTEE ON RURAL AND REGIONAL AFFAIRS
AND TRANSPORT

ESTIMATES

(Budget Estimates)

TUESDAY, 27 MAY 2008

CANBERRA

BY AUTHORITY OF THE SENATE






INTERNET

Hansard transcripts of public hearings are made available on the inter-
net when authorised by the committee.

The internet address is:
http://www.aph.gov.au/hansard

To search the parliamentary database, go to:
http://parlinfoweb.aph.gov.au







Tuesday, 27 May 2008 Senate RRA&T 1

SENATE STANDING COMMITTEE ON
RURAL AND REGIONAL AFFAIRSAND TRANSPORT
Tuesday, 27 May 2008

Members: Senator Sterle (Chair), Senator Siewert (Deputy Chair), Senators Heffernan, Hut-
chins, Hurley, McGauran, Nash and O’ Brien

Participating members. Senators Abetz, Adams, Allison, Barnett, Bernardi, Birmingham,
Mark Bishop, Boswell, Boyce, Brandis, Bob Brown, Carol Brown, Bushby, George Camp-
bell, Chapman, Colbeck, Jacinta Collins, Coonan, Cormann, Crossin, Eggleston, Ellison,
Fielding, Fierravanti-Wells, Fifidd, Fisher, Forshaw, Hogg, Humphries, Johnston, Joyce,
Kemp, Kirk, Lightfoot, Lundy, lan Macdonald, Sandy Macdonald, McEwen, McL ucas, Mar-
shall, Mason, Milne, Minchin, Moore, Murray, Nettle, Parry, Patterson, Payne, Polley,
Ronaldson, Scullion, Stephens, Troeth, Trood, Watson, Webber and Wortley

Senatorsin attendance: Senators Abetz, Adams, Allison, Bushby, Colbeck, Fielding, Fisher,
Heffernan, Hogg, Hurley, Hutchins, lan Macdonald, McGauran, Milne, Moore, Nash,
O'Brien, Parry, Payne, Scullion, Siewert, Stephens, Sterle and Webber

Committee met at 9.01 am
AGRICULTURE, FISHERIESAND FORESTRY PORTFOLIO
Consideration resumed from 26 May 2008
In Attendance
Senator Sherry, Minister for Superannuation and Corporate Law

Department of Agriculture, Fisheriesand Forestry
Executive
Dr Conall O’ Conndll, Secretary
Mr Daryl Quinlivan, Deputy Secretary
Mr Stephen Hunter, Deputy Secretary
Mr Craig Burns, Acting Deputy Secretary
M anagement Services
Mr Bill Pahl, Chief Operating Officer
Mr John Bridge, General Manager, Corporate Finance
Mr Steve Maxwell, General Manager, Levies, Contracts and Services
Mr Peter Moore, Acting General Manager, Budgets
Mr Greg Haughey, Manager, Budget Management Section
Cor por ate Palicy
Ms Elizabeth Bie, General Manager, Parliamentary and Media
Mr Craig Penney, General Manager, Governance and Planning
Mr Travis Power, General Manager, Policy Devel opment

RURAL AND REGIONAL AFFAIRSAND TRANSPORT



RRA&T 2 Senate Tuesday, 27 May 2008

Product Integrity, Animal (including aquatic animal) and Plant Health
Mr Tom Aldred, Executive Manager
Ms Lois Ransom, Chief Plant Protection Officer
Dr Bob Biddle, General Manager, Animal and Plant Health Policy
Ms Nicola Hinder, General Manager, Animal Welfare
Mr Bill Magee, General Manager, Product Safety and I ntegrity
Dr Graeme Garner, Acting Australian Chief Veterinary Officer
Australian Pesticides and Veterinary Medicines Authority
Dr Eva Bennet-Jenkins, Chief Executive Officer
Australian Wool | nnovation
Dr ChrisAbell, Director
Mr Craig Welsh, Chief Executive Officer
Mr Les Targ, Deputy Chief Executive Officer
Australian Quarantine and I nspection Service
Mr Greg Read, Executive Manager, Exports Division
Dr Mark Schipp, General Manager, Animal Products Market Access
Mr Colin Hunter, National Manager, Food Exports
Dr Narelle Clegg, National Manager, Animal and Plant Exports and Imported Food Safety
Ms Jenni Gordon, Executive Manager, Quarantine
Mr Peter Liehne, National Manager, Animal and Plant Quarantine
Mr Tim Chapman, National Manager, Cargo Management and Shipping
Dr Chris Parker, National Manager, Border
Ms Jenet Connell, Executive Manager, Business Strategy and Corporate Services
Mr Tim Carlton, General Manager, Strategic Directions Team
Mr Steve Prothero, General Manager, Information Services
Mr Wayne Terpstra, National Manager, Compliance and I nvestigations
Mr Peter Moore, Chief Financial Officer
Ms Cathy Cox, General Manager, Business Strategy
Biosecurity Australia
Mr John Cahill, Chief Executive
Dr Ann McDonald, General Manager, Biosecurity Devel opment and Communi cations
Ms Louise van Meurs, General Manager, Plant Biosecurity
Dr Bill Roberts, Principal Scientist, Plant Biosecurity
Dr Robyn Martin, General Manager, Animal Biosecurity
Dr Mike Nunn, Principal Scientist, Animal Biosecurity
International Division
Mr Bruce Bowen, Acting Executive Manager
Mr Paul Morris, Executive Manager, Technical Market Access
Ms Sara Cowan, General Manager, Multilateral Trade
Mr Paul Ross, General Manager, Bilateral Trade (Americas, South East Asia, Subcontinent,
NZ and the Pacific)
Ms Vanessa Findlay, General Manager, Bilateral Trade (North Asia, Europe and Middle
East)

RURAL AND REGIONAL AFFAIRSAND TRANSPORT



Tuesday, 27 May 2008 Senate RRA&T 3

Food and Agriculture
Mr David Mortimer, Executive Manager
Mr Richard Souness, General Manager, Food Policy and Safety
Mr Simon Murnane, General Manager, Meat, Wool and Dairy
Mr Russdll Phillips, General Manager, Wheat, Sugar
Mr John Power, Acting General Manager, Field Crops, Wine and Horticulture
Mr Mike Ryan, Acting General Manager, Wine Policy
Mr Andrew McDonald, Acting General Manager, Field Crops, Wine and Horticulture
Export Wheat Commission
Mr John Watson, Chair
Mr Peter Woods, Acting Chief Executive Officer
Grains Research and Development Cor por ation
Mr Keith Perrett, Chair
Mr Peter Reading, Managing Director
Meat and Livestock Australia
Mr David Palmer, Managing Director
Mr Scott Hansen, General Manager, Corporate Communications
Mr David Thomason, General Manager, Marketing
Australian Bureau of Agriculture and Resour ce Economics
Mr Phillip Glyde, Executive Director
Ms Karen Schneider, Deputy Executive Director
Mr Don Gunasekera, Chief Economist
Dr Jammie Penm, Acting General Manager, Agriculture, Trade and Data Resources Branch
Dr Terry Sheales, Chief Commodity Analyst
Bureau of Rural Sciences
Dr Colin Grant, Executive Director
Dr Kim Ritman, General Manager, Social, Biosecurity and Information Sciences
Dr James Findlay, General Manager, Fisheries, Land and Forestry Sciences
Mr Peter Ottesen, General Manager, Climate and Rural Water Sciences
Mr Mark McGovern, Manager, Business Strategy and Operations
Rural Policy and I nnovation
Mr lan Thompson, Executive Manager
Mr Matthew Dadswell, General Manager, Drought Policy Review
Dr Méanie O’ Flynn, General Manager, | nnovation and Rural Policy
Ms Jenny Cupit, General Manager, Drought and Climate Change Adjustment
Ms Glenda Kidman, Acting General Manager, Climate Change Training and Policy
Natural Resource M anagement
Mr Rod Shaw, Acting Executive Manager
Mr Mark Gibbs, General Manager, Climate Change
Mr Gerry Smith, General Manager, Australian Government NRM Team
Mr John Talbot, General Manager, Australian Government NRM Team
Mr Martin Walsh, Acting General Manager, Landcare and Sustai nable Production
Land and Water Australia
Dr Michaegl Robinson, Executive Director

RURAL AND REGIONAL AFFAIRSAND TRANSPORT



RRA&T 4 Senate Tuesday, 27 May 2008

Fisheriesand Forestry

Mr Allen Grant, Executive Manager

Dr John Kalish, General Manager, International Fisheries and Aquaculture

Mr Tony Bartlett, General Manager, Forest Industries

Mr Robert Murphy, General Manager, Fisheries and Marine Environment
Australian Fisheries M anagement Authority

Mr Glenn Hurry, Managing Director

Mr Paul Murphy, General Manager, Fisheries Operations

Dr Nick Rayns, Executive Manager, Fisheries

Mr Peter Venslovas, Senior Manager, Northern Compliance

Mr David Perrott, Chief Financial Officer

CHAIR (Senator Serle)—Good morning. | declare open this public hearing of the Senate
Sanding Committee on Rural and Regional Affairs and Transport. The committee will
continue its consideration of the 2008-09 budget estimates for the Department of Agriculture,
Fisheries and Forestry. As agreed, | propose to call on the estimates according to the format
adopted in the printed program. | remind the department that the committee is due to report to
the Senate on 24 June 2008 and has fixed Friday 18 July 2008 as the date for the return of
answers to questions taken on notice. We will take a break for morning tea at 10.30 am. Other
breaks are listed in the program. Under standing order 26, the committee must take all
evidence in public session.

The Senate, by resolution in 1999, endorsed the following test of relevance of questions at
estimates hearings. Any questions going to the operations or financial positions of the
departments and agencies which are seeking funds in the estimates are relevant questions for
the purpose of estimates hearings. The Senate has resolved also that an officer of a department
of the Commonwealth or of a state shall not be asked to give opinions on matters of policy
and shall be given reasonable opportunity to refer questions asked of the officer to superior
officers or to a minister. This resolution prohibits only questions asking for opinions on
matters of policy and does not preclude questions asking for explanations of policies or
factual questions about when and how policies were adopted. If a witness objects to
answering a question, the witness should state the grounds upon which the objection is taken
and the committee will determine whether it will insist on an answer, having regard to the
ground which is claimed. Any claim that it would be contrary to the public interest to answer
a question must be made by the minister and should be accompanied by a statement setting
out the basis for the claim.

I remind all witnesses that in giving evidence to the committee they are protected by
parliamentary privilege. It is unlawful for anyone to threaten or disadvantage a witness on
account of evidence given to a committee and such action may be treated by the Senate as a
contempt. It is also a contempt to give false or misleading evidence to a committee.

I now welcome Senator the Hon. Nick Sherry, Minister for Superannuation and Corporate
Law, representing the Minister for Agriculture, Fisheries and Forestry. | welcome Dr Conall
O’ Connell, secretary of the Department of Agriculture, Fisheries and Forestry, and officers of
the department. Minister, do you or Dr O’ Connell wish to make an opening statement.

Senator Sherry—No, thank you.
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Inter national Division
CHAIR—We are now with the International Division.
Senator HEFFERNAN—I want to go to the implications of the US farm bill.

Senator McGAURAN—I certainly acknowledge the importance of raising the US farm
bill, which we will examine together, Bill. However, last night we |eft off on—bar the minute
on Chile—Taiwan. | know farmers always have concerns about the tariff levels and the access
to other markets that they do not seem to get even though other countries seem to have greater
access to Australian markets. But even over and above that normal concern farmers have,
there is a growing concern that access is harder than ever and we are not breaking through.
Taiwan is a perfect example. Mr Morris, you confessed to frustration in regard to Taiwan. And
there are other markets—even the United States. It probably applies to every sector, but the
citrus and fruit sectors particularly are facing the greatest frustrations because of the inability
to break into new markets. That is over and above the normal almost inbuilt prejudices that
the rural community has against tariff barriers. They are facing numerous high tariffs, levies
and quotas from other questions that are not reciprocal. Australia does not place those
restrictions on other countries, so it is bewildering to them that we cannot make
breakthroughs. With that backdrop, can you explain to me the International Agricultural
Cooperation Program budget allocation and detail its activities.

Mr Burns—I can do that. The International Agricultural Cooperation Program that we
operate is aimed at building a relationship with many countries, particularly those in our
immediate region, and working with them on improving their understanding in some cases of
our systems. It also helps us to improve the way in which they manage their systems.
Yesterday at one stage there was a discussion about what we were doing in the Asia-Pacific
regarding improving the way in which they manage their quarantine systems. One of the
things that we do under this International Agricultural Cooperation Program is to work with
countries to teach them about how to certify their products. We have had programs, for
example, training operators in China and India with regard to fumigation systems to ensure
that any products that do come to Australia are fumigated correctly.

We have also worked with countries—for example, China—to improve the way in which
they manage their dairy herds. On the one hand, it helps to improve the production of dairy
productsin China, but it also in the long run assists Australia because it expands demands for
dairy products in China. As a mgjor dairy exporter to China, we benefit from that. What the
Chinese tend to do is focus on the fresh milk market, whereas we can export processed dairy
products. Increasing the overall demand for dairy products in China helps us. So by spending
money through this program to assist with agricultural production in countries in our region
there is along-term spin-off benefit for Australia.

Senator HEFFERNAN—In reference to the future of dairy, have you people put any
thought into the impact of the carbon trading regime on dairy farming and the possible impact
on production? As you may or may not be aware, most typical irrigated pasture Australian
dairy farms—and dairy farming may well go downstream from ethanol or something—would
at present become insolvent at $17 atonne if we impose that without any caveats.
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Dr O’ Connell—In terms of the climate change programs and issues, it is probably best to
deal with those in the NRM programs. The International Division does not deal with
modelling.

Senator HEFFERNAN—If we are thinking of future trade with them and encouraging
their dairy farming, | wonder whether we are missing the point because they are going to have
to face up to the carbon thing as well. Will the impact be equal across the globe? If some
countries do not impose those sorts of restrictions, it could have a serious impact on our
international trade—if their dairy farmers are given exclusion and ours are not.

Senator McGAURAN—Can | have alist of the programs that you are involved in in this
particular area—international agricultural cooperation? What do you actually get up to?
Sounds like AusAID to me.

Mr Burns—I will take that on notice and we can provide alist of the projects that we have
carried out over thelast year or so. Would you like the last two years? Three years?

Senator McGAURAN—Last year will do. What is the budget all ocation?
Mr Burns—The budget allocation for the administered items for 2008-09 is $666,000.
Senator McGAURAN—AnNd the year before?

Mr Burns—It was $742,000. It was higher last year because $92,000 was carried over
from 2006-07 because of delays in establishing some of the projects in one of the recipient
countries.

Senator McGAURAN—This does not show that the government is giving the activities a
priority, given the budget all ocations have come down.

Mr Burns—The budget allocation has not come down; it is just that it is lower this year
than it was last year because last year was higher because we had carried over some money
from the year before. Soit isroughly constant.

Senator McGAURAN—At what?
Mr Burns—A normal year is going to be $666,000.

Dr O’ Connell—The forward estimate is $666,000 for 2008-09; $681,000 for 2009-10; and
$695,000 for 2010-11. So it is being kept roughly at that level. The 2006-07 figure was
$650,000 in the end.

Senator McGAURAN—Is expenditure, for example, undertaken in Taiwan?

Mr Burns—It can happen in any country where we identify that thereis a particular need.
If there was a particular project that we think might be useful in Taiwan then yes we could
spend that money there. We do a lot of projects under this program—for example, in Eritrea.
When we talked about the live animal trade issue yesterday we mentioned Eritrea as a country
that provides an emergency facility for usin the event of a shipment having to be redirected.
In doing that, we maintain a strong relationship with the Eritrean agricultural department and
provide some training activities in Eritrea. We can give you all of those details.

Senator McGAURAN—Details and countries, please, for the last 12 months. Given that
you have given us the example of Eritrea, can you elaborate on that.
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Mr Burns—Mr Morris has been dealing with those projects.

Mr Morris—In FEritrea as part of the MOU arrangements we agree to provide some
technical cooperation and assistance to them over time, and that hel ps support the continued
viability of the MOU we have with them. A lot of the projects in Eritrea are focused on
building their agricultural capacity in that country, so we have had projects helping them to
develop a new agricultural college, which is at Hamelmalo in Eritrea. We have also put work
into helping them devel op forage species for their livestock, and there has been an ongoing
project there to look at a variety of species from Australia to see whether they will grow inthe
Eritrean environment. They have been the two main projects that we have invested in in
Eritrea.

Senator M cGAURAN—Who administers those programs?

Mr Morris—We, the International Division, administer the program but we hire
consultants—experts—to do the work on the ground. There was one other project that |
should have mentioned. We also had two people, volunteers, placed on the ground in Eritrea
for 12 months. One was working in the research institute there and one working in the
agricultural college. They were hired through one of the volunteer organisationsin Australia.

Senator McGAURAN—It is an enormous amount of expenditure and there is a lack of
detail. Where would | find the detail within the budget allocations?

Mr Burns—On page 27 you will find those figures of $666,000 and $742,000. It is under
output 1.3.

Senator McGAURAN—AnNd details of the projects that have been undertaken?

Mr Burns—The projects are not listed in the budget because we are looking at the forward
expenditure. As | said, we can provide you with the details of the projects that have been
undertaken. | just add that thisis a program that gets a lot of support from our industries. In
fact, we often find that some of our industries are asking for us to be doing more of this
activity.

Senator McGAURAN—I am sure. When you say ‘support’, do you mean moral support
or financial?

Mr Burns—Both. There are examples of industry undertaking these sorts of activities
themsel ves and working in partnership with the department.

Senator McGAURAN—Where the industry has worked in partnership with the
department could you also give me the details.

Mr Morris—Some of the projects in Eritrea are funded under our other international
cooperation program, which is a live animal trade program. Some of the projects we have
mentioned were funded under the one you were talking about—the International Agricultural
Cooperation Program—and some were funded under the Live Animal Trade Program, which
is the other source of funding we have for those cooperation projects.

Senator McGAURAN—What of the Food and Agricultural Organisation of the UN? Can
you provide specific details of our involvement with this group?
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Mr Burns—We will be spending approximately—this is an estimate—$9.745 million in
contribution to the FAO in 2008-09. That is an estimate because it depends on the exchange
rate movements once we get the final bill in from the FAO. Last year that figure was $8.5
million. The increase is the result of an overall 13 per cent increase in the FAO's budget and
an adjustment on Australia’s percentage contribution to that overall budget. The FAO is a
United Nations organisation. Operating under the FAO umbrella are organisations such as the
Codex Alimentarius Commission, which administers a lot of the international food standards
work, and the International Plant Protection Commission, which does lot of important work
on illegal fishing, a lot of forestry work and, coming up in the next couple of weeks, is
running a major conference on the current situation in world food prices. The FAO is certainly
the peak international body when it comes to food and agricultural issues, and the department
administers the government’s activities in and contribution to those areas. That figure, if you
like, comes into the department and we pay it as a one-off payment to the FAQ; they are not
funding activities that happen within the department.

Senator McGAURAN—It islike a membership?
Mr Burns—It isamembership fee.
Senator McGAURAN—Why has it gone up?

Mr Burns—There was a decision taken at its ministerial conference last November to
increase the budget. There had been several years in which the budget of the FAO had not
increased, and it had got to a point where it was considered necessary by the majority of
members to i ncrease the budget.

Senator IAN MACDONALD—I have a couple of questions about the FAO. Having
recently been there, | congratulate Fiona Bartlett on the great work she does at the FAO for
Australia and for the department. In asking this question, of course, | may say that these are
certainly no discussions that | had while | was recently there. What sort of oversight does
Australia exercise over the budget of the FAO, to which Australia contributes reasonably
substantially?

Mr Burns—It is a good question. As you would know, because you have been there a
couple of times, it is a fairly large and typical UN organisation in that there are many
members who might have views that are different to ours on how the organisation should run.
What Australia does—because we have just one vote when it comes to the overall issues
about budget—is to ensure that we get ourselves onto either the Program Committee or the
Budget Committee of the FAO, which is a much smaller group, in both cases, that makes
decisions on how the organisation is run. We have been on both committees over the years. In
that way, we position ourselves to have a more direct influence on the direction of the
organisation and the programs that it runs. | should add that, at the moment, we play the role
of representing al of the South-West Pacific countries in the FAO, because they do not all
have the capacity to have people representing them in Rome, and so we operate on their
behalf inalot of the committees and speak on their behalf. That is a good way for us to ensure
that the interests of the South-West Pacific are represented, because there are plenty of people
pushing for the interests of Africa et cetera.
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Senator IAN MACDONALD—What ahility is there for Australia to make direct grants
for worthwhile projects around the world rather than sending the money through the FAO
bureaucracy—a bureaucracy which, | might say, makes the Australian bureaucracy look
superefficient? It is superefficient, but it looks even better compared to the FAO bureaucracy.

Mr Burns—We have, from time to time, made specific grants for activities that operated
under the FAO. | cannot think of too many recent examples but, for example, we have made
one-off payments to help with particular activities that the Codex Alimentarius Commission
and IPCC have been operating. On alot of the work that has been done on the seedbanks—I
forget the exact name of it now, but it is the international seedbank activity—we have made
some specific grants. If there is an area of work under the FAO that we think needs particular
attention and it is not getting the attention that it, perhaps, needs from the other members,
there is a capacity for us to make a specific grant. That said, we are already contributing over
$9 million in the coming year, and that is already a significant contribution from Australia. So
our capacity to add one-off grants on top of that isfairly limited.

Senator IAN MACDONALD—Are issues such as the election of the secretary-general
decisions of government, of the department or of Foreign Affairs?

Mr Burns—The votes for director-general, | think it is, are taken at ministeria
conferences. There is a ministerial conference every two years and | think you may have
attended one of those.

Senator IAN MACDONALD—Yes.

Mr Burns—The directors-general’s term is normally six years. Every six years we would
have a vote for a director-general. The current director-general is in his third term. The
previous director-general had been there for 18 years. So they are not positions that turn over
too frequently.

Senator IAN MACDONALD—Perhaps | should ask the minister, although it is not the
relevant minister—I hear on the grapevine that the director-general may not be recontesting
the position. Is there anything official about that?

Mr Burns—I| am not sure whether there was an official decision, but | think there is an
understanding that he will not contest again, which was a bit of a trade-off for having his last
term extended by two years. We would not be encouraging him to stay on.

Senator IAN M ACDONAL D—So that process must be starting soon, if not already?

Mr Burns—There would be a vote at the ministerial conference which is to be held in
November next year.

Senator IAN MACDONALD—Would you know—and perhaps Senator Sherry might
take it on notice if nobody does—if it is intended that Australia will be represented by the
relevant minister at the conference?

Mr Burns—Normally we would have a minister attend, but if you are going to the issue of
whether or not there might be an Australian candidate, or if we know of any other candidates,
the answer to that one is that nobody has put their hand up as a potential candidate as yet.

Senator IAN M ACDONAL D—Is there an application form!
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Mr Burns—I was directly involved the last time there was an Australian candidate so if
you need some assistance | will give you some tips!

Senator IAN MACDONALD—Not a bad ideal It might be more interesting than the
Senate, although | doubt it, for the next three years! | have some other questions about the
FAO inrelation to fisheries, which | will raise later on.

Senator McGAURAN—Could you please give me the status report in regard to the
discussions with Japan on the free trade agreement, particularly in the light of the feeling, if
you like, inleaving agriculture out of the proposed agreement.

Mr Burns—Agriculture is not out of the agreement. We are still negotiating. It is fair to
say that the Japanese preference is for certain sensitive items not to be negotiated, but that is
not Australia’s position. At each of the negotiating sessions to date we have discussed those
sensitive items. Our objection is that they will be included in the final outcome. We are
discussing them in the negotiations and that position was reinforced by Minister Burke when
he visited Japan at the beginning of April.

Senator HEFFERNAN—What are the sensitive issues?

Mr Burns—They just so happen to be all the things that we are good at producing: whesat,
beef, dairy, sugar and rice.

Senator HEFFERNAN—Doesn't that just make a farce of the thing if you do not—
Senator McGAURAN—Beef?

Mr Burns—Yes, beef.

Senator McGAURAN—What sort of free trade agreement is that?

Mr Bur ns—The negotiations have not concluded. We are still negotiating on the basis that
they will beincluded.

Senator HEFFERNAN—BUt if they are not you would nearly have to wak away
wouldn’t you?

Mr Burns—That would not be my judgement call.

Senator McGAURAN—The minister?

Mr Burns—That is adecision for the government.

Senator HEFFERNAN—We do not want to interfere with the negotiations, but—
Senator McGAURAN—Yes we do.

Senator HEFFERNAN—we farmers would be mightily—I am not allowed to use the
word ‘-off’—annoyed if we thought the government would negotiate away what we do well.

Mr Burns—That is why we are pushing hard for those items to be included.
Senator HEFFERNAN—What, for them, is the logic behind their noninclusion?
Mr Burns—Japanese agricultureis vastly different from oursin scale—

Senator HEFFERNAN—It sureis.
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Mr Burns—and their farmers are small and heavily subsidised. They see Audtralia as a
threat to their agricultural systems. We argue of course that it is not—

Senator HEFFERNAN—So if that was the case, when it comes to the reverse argument
for Australians with cars, we could be just as pigheaded as they.

Mr Burns—Well they—

Senator HEFFERNAN—OTr things they are good at—cameras or TVs; | do not know
what they are good at these days.

Senator Sherry—That isa matter of judgement for the government and the ministers. This
isnot car estimates or camera estimates.

Senator HEFFERNAN—No, but, with respect, it would be an insult to Australia's
farmers.

Senator Sherry—I understand the point you are making.

Senator McGAURAN—Is this correct: it has been reported that the Japanese parliament,
or Diet | believe it is called, or something of that nature, has moved a resolution or
legidation—I am not sure how they do it over there—distinctly excluding agriculture from
this free trade agreement. What are you all talking about when the parliament has already laid
it down? Their negotiators are bound by that resolution. Is that true? And if it istrue, would it
have to be reversed by the parliament naturally?

Mr Burns—That is not a decision that has been taken at a whole government level in
Japan. The resolution that | think you are referring to is from a group that | guess you could
equate with this committee.

Senator McGAURAN—RIght, so it is not the government at all. It is just like one of our
parliamentary resolutions or notices of motion, isit?

Senator HEFFERNAN—We must meet this committee; it could be fun!

Senator Sherry—I think it is a bit difficult for the officer to make an observation about
whether the Japanese Diet has binding resol utions depending on the nature of the resolution et
cetera. | do not know whether he has that level of knowledge of the Japanese palitical system.

Senator McGAURAN—I would hope that at least one of our negotiators would have that
knowledge, because when they walk into that room they have to know what they are up
against. If they are up against the Japanese Diet, which has aready said ‘No go’, then what is
the point?

Senator Sherry—I| am sure they do, and | am sure the Japanese cast their eye over
resol utions that go through our parliament, in the House of Reps and the Senate, that you and
others speak on, and they know the particular insignificance of those sorts of statements that
occur from time to time.

Senator McGAURAN—Perhaps we could get the status of that resol ution.
Senator Sherry—We can take that on notice.

Senator McGAURAN—Whether it is binding or not on the government, and therefore the
negotiators. Let us go through the process of the negotiations. Who is negotiating
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particularly? Are we also sending over private agricultural representatives, from the cattle
councils for example, other than the department? What are the next steps and stages?

Mr Burns—The negotiations are coordinated and led on Australia's side by the
Department of Foreign Affairs and Trade. They have a task force which is dedicated to the
FTA. At each of the negotiating sessions, DFAT takes the lead and DAFF is represented. |
have probably been to most of them, but not al of them. Similarly, there is attendance from
al of the other relevant departments of the Commonwealth, and so it is a fairly large
negotiating team. On the Japanese side, it isled by their Ministry of Foreign Affairs and their
ministry of agriculture participates as well. Regarding the involvement of industry, because
they are government-to-government negotiations, industry is not directly involved in the
negotiations. However, many of our industries have met with the Japanese negotiators to put
their point of view, both in Japan and in Australia, when the negotiators have visited Australia.
We have had arange of advocacy visits by Australian industry to meet with Japanese officials
and Japanese industry to argue the case for a good outcome on agriculture for the FTA.

Senator McGAURAN—What are the planned processes in 2008-09?

Mr Burns—The next round of the negotiationsis being held in late June, | think. | am not
exactly sure of that, but | can check on that for you.

Senator McGAURAN—InN Japan?

Mr Burns—I can check on that. The Japanese do have an eection later this year. We do
not know the date of that yet; that has not been announced. The number of negotiating
sessions and the progress of those will depend very much on the timing of that election.

Senator McGAURAN—Does Japan have a free trade agreement with any other country?

Mr Burns—I cannot remember them all off the top of my head. Japan does not refer to
them as free trade agreements. They refer to them as EPAS, or economic partnership
agreements. What they are characterised by is a lot of exceptions. If you are talking about
agriculture exporting countries, for example, Japan has an EPA with Chile and Mexico. They
have a lot of carve outs or exceptions on agriculture. They have been trying to negotiate an
agreement with Korea for along time and it has got nowhere because of sensitivities on both
sides when it comes to agriculture. Japan has been quite active in negotiating these
agreements but, as | said, they do not call them free trade agreements. In their parlance, they
call them economic partnership agreements.

Senator McGAURAN—So the Japanese way is to carve out the agricultural sector in
these economic agreements.

Mr Burns—That has been their objective in many of their negotiations.

Senator McGAURAN—Can we have an assurance from the government that agriculture
will not be excluded in part or in whole from the—

Mr Burns—Perhaps what we can do is pass on to you the speech that was delivered by
Minister Burke to the Japanese Press Club in Tokyo, in which he made that point very clearly.
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Senator McGAURAN—EXxcellent. Talking about free trade agreements, in regard to
China, how canit be that little old New Zealand beat us to the punch? They have signed a free
trade agreement ahead of Australia.

Mr Burns—They have a much narrower band of interests to negotiate on than we do. They
do not have the manufacturing or textile industries that we have that would be sensitive for us.
Our agreement is far more complex. We are going for a much more comprehensive outcome.
We are making sure—in the words of the previous government—that we are getting a good
outcome not a quick outcome.

Senator McGAURAN—BuUt New Zealand are very competitive with Australiain a whole
range of agricultural products, and they are going to steal a march.

Mr Burns—Our industries are very aware of the potential advantages for New Zealand of
being in there. They are keeping the pressure on us to make sure that we get not only an
outcome but a better outcome.

Senator MCGAURAN—Could a case be made this time for carving off agriculture and
making a separate agreement for that? Now that the Chinese have done it with New Zealand,
it would be easy to follow the same model with Australia. That way, we could get up and
running. Otherwise, New Zealand will have the market to themsel ves.

Mr Bur ns—Questions about the tactics that we use in the negotiations would be better put
to the Department of Foreign Affairs and Trade. They coordinate the negotiating strategy.

Senator McGAURAN—Isit atactic that is possible or is it that it has never been done?
Mr Burns—That is a question better |eft for DFAT.

Senator McGAURAN—What stages and processes are taking place in the upcoming
year?

Mr Burns—There is another negotiating session to be held in Beijing the week beginning
16 June.

Senator McGAURAN—ANd? You do not take it session by session, do you? What else?

Mr Burns—We have not set down the plan for the rest of the year, as far as | know. The
Prime Minister and the trade minister werein Beijing in April and met with their counterparts.
They have agreed that we will use this next session to look at areas in which we can make
some progress. | think that the decisions about how often and when we will meet after that
will be taken following those negotiations. Again, the whole question of tactics is one that is
best directed to DFAT.

Senator McGAURAN—So you have got one meeting in your diaries. It is hard enough for
us to organise meetings so we do plan ahead as much as we can. You have got one meeting
organised with regard to the China free trade agreement in June and no-one knows what is
happening after that.

Mr Burns—My understanding would be that there are further negotiating sessions post
that June meeting, but | do not have the details of the dates at the moment and the assessment
of how we are progressing is one that is coordinated by DFAT. | reiterate that the question of
tactics and how we negotiate is one that should be directed to DFAT.
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Senator McGAURAN—Can you take on notice and get back to me about the diary dates
for the negotiations with China?

Mr Burns—To the extent that we have those, | can take that on notice and pass them on.

Senator McGAURAN—My whole concern here goes back to the government, and thisis
a prime example. We know that these free trade agreements have suffered budget cuts and
therefore their effectiveness will also be cut. But we have on the go negotiations with Japan,
China, Chile, and we have bilateral agreements with Taiwan and we are frustrated by that. The
whole emphasis, it strikes me, is going off bilateral agreements as a policy. The ball is being
dropped in that area and we are just shifting back to the UN and to the World Trade
Organisation to solve these sorts of policy issues. It is a policy shift. It is quite obvious. We
are seeing policy shift to the detriment, | should add, of the agricultural sector. With regard to
the World Trade Organisation, | bet you know your diary dates for that. What are the
forthcoming meetings and representations with regard to the World Trade Organisation and
the next Doha Round—or whatever strange place they hold it?

Mr Burns—Itisactually held in Geneva.

CHAIR—That was a strange question, Senator McGauran.

Senator McGAURAN—It is held in Geneva at this point. They shift it around. Don't get
cute. It is Genevathistime.

Mr Burns—It is referred to as the Doha Round negotiations because the meeting that
launched the negotiations was held in Doha several years ago. But the negotiations actually
take place in Geneva. In fact there are officials from DFAT and the department in Geneva this
week trying to get a resolution on some issues and, hopefully, have a ministerial meeting
before the northern summer. As to the point you made initially, Senator, about a change, |
have not noticed a change. We are still quite busy with FTAs. We have not diminished our
engagement on FTAs. But the question of strategy, again, is a government decision.

Senator Sherry—Thereis no change, Senator McGauran. Your evidence, such asit was, is
just bland generalisation. It is suitable for press release—I accept that—but there has been no
shift. These agreements are important and it is important to bring them to a successful
conclusion.

Senator McGAURAN—WHhy have they suffered budget cuts?

Senator Sherry—We have discussed the outline of the negotiations and there does not
appear to be any cut. That is your assertion.

Senator McGAURAN—I do assert—

Senator Sherry—A Senator McGauran assertion is not necessarily fact.
Senator McGAURAN—We will watch all this unravel over time.
Senator Sherry—We are six monthsin—

Senator HEFFERNAN—He is usually on the money!
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Senator Sherry—He iswhen he switches from the National Party to the Liberal Party. He
is definitely on the money there, | will give him that. It is the smartest decision he ever made.
But there is no evidence to date—

Senator HEFFERNAN—He s fired up.
Senator McGAURAN—I know the Labor Party—

CHAIR—Order! | am enjoying the frivolity. Senator McGauran, ask your questions so that
the minister can attempt to answer.

Senator McGAURAN—They have a philosophical slant regarding bilateral negotiations.
It is always done via the organisations like the World Trade Organisation and the UN. Even
their shift in foreign policy is goingin that direction.

Senator Sherry—VYou say ‘it is aways. That is not correct. The officers have been
outlining the process of negotiation and you have been questioning them—

Senator McGAURAN—We are not doing well in Japan—

Senator Sherry—and | do not accept your assertion of the abandonment of bilateral
negotiations. The officer sitting next to me—

Senator McGAURAN—I am not saying abandonment—the diminution.

Senator Sherry—You said ‘abandonment’. You have got to remember what you say in
estimates, Senator McGauran. You put a question and then assert something.

Senator McGAURAN—Then | will correct that: they have been diminished to the point—

Senator Sherry—You have changed your position. | do not accept that the evidence
indicates that it is diminished—
Senator McGAURAN—The evidence isthis: Japan is cornering us—

Senator Sherry—but | am very happy for you to continue your questions, but | do not
agree with your claim.

Senator McGAURAN—Is it true or not true, Minister, that Japan is cornering us into
dropping agriculture out of the free trade agreement? New Zealand has beaten us to the punch
in the free trade agreement with China, which is detrimental to our agricultural sector. We
have got frustrations with the US farm bill and we have got frustrations with little old Taiwan
where we cannot even get our stone fruits in. There is a growing concern within the
agricultural community regarding access to markets, and they have all faced budget cuts. That
does not show a commitment. | will tell you what did get a budget increase and what you are
very keen about, and that is the United Nations organisation and the International Agricultural
Cooperation.

CHAIR—I am sure that there is a question coming, Senator McGauran, but there are other
members of the committee who do want to ask questions and, | would ask you to direct your
questions as directly as possible to the officers or the minister.

Senator McGAURAN—InN the light of the fact that you have one known meeting with the
Chinese over probably one of the most crucial free trade agreements since the United States
agreement, Minister, don't you think that shows alack of interest by the new government?
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Senator Sherry—No, | do not accept the contention, Senator McGauran. The
circumstances of each of the negotiations have been well outlined by the officers.

Senator McGAURAN—They have outlined it well—well enough for me to make those
conclusions. The Japanese negotiations seem like a bigger farce in the light of parliamentary
resolutions and the other economic arrangements or free trade agreements Japan has made
with other countries excluding agriculture. | cannot simply rely on this government to keep
agriculture—

Senator Sherry—Is there a question in here somewhere? We have heard your assertions
and claims, which we do not accept, but is there a question?

CHAIR—I would be happy if senators would start asking questions, for time is precious.
Senator Milne has been waiting patiently with a bit of rambling.

Senator MILNE—I would like to ask a question in relation to the free trade agreement
with China. Which agricultural products do you expect will benefit from a free trade
agreement, and which ones have you identified will be worse off?

Mr Burns—That would depend of course on the outcome and | cannot predict the
outcome. But logically, if we were to get free trade across all sectors and so we were going to
zero tariffs, those products where we have a natural comparative advantage, which are the
broadacre products of grains and beef et cetera—those that we are good at—we would stand
to export a lot more to China. But there is a joint study which goes through the actual dollar
benefits—and | do not have that with me—that are estimated for Australian agriculture if we
do go to completely zero tariffs.

Senator M ILNE—What about the impact on vegetable growers?
Mr Burns—In terms of exports or imports?

Senator MILNE—I am asking about net benefit to Australian farmers and particularly
about vegetable growers. How would they be affected? The reason | am asking is that
Tasmanian vegetable growers are being put out of business because of cheap imported frozen
vegetables from China right now.

Simplot in Devonport, for example, puts out packets of mixed frozen vegetables with
‘Product of Australia® written on them. Eight of the nine vegetables are frozen vegetables
from China. The only content from Tasmania is cauliflower stalks—not even the florets—
which are cut up and put in the packet, and that is good enough to make it a frozen vegetable
product from Tasmania. Meanwhile, farmers at Sassafras, less than 10 kilometres from the
factory, are feeding cauliflowers to animals. So tell me about how a free trade agreement with
Chinais going to make life any better for vegetable growers in Tasmania.

Mr Burns—One point that | would make is that the maximum tariff we have on any
agricultural product in Australia is five per cent; because China is a developing country that
would be four per cent. If there were an outcome that saw us go to zero for imports, the
difference between a four per cent tariff and a zero tariff could be wiped out by exchange rate
differences fairly easily. | do not anticipate that the free trade agreement by itself is going to
have a significant impact on the level of imports.
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Senator MILNE—In terms of that negotiation, though, do you accept that a lot of
agricultural product coming out of China, if not al, is subsidised by environmental
degradation, low wages and, to an extent, human rights abuses? How do you incorporate that
in a free trade agreement? Australian farmers will never compete with Chinese farmers on
wages and on environment, because we have standards of environmental protection that they
do not.

Senator HEFFERNAN—Thereis a 35 to one rural labour advantage to China and a 26 to
one urban labour advantage.

Senator MILNE—So how is it going to overcome that? The concern is that there is a lot
of modelling about what might be possible, but in the model what loading do you give
environmental degradation, low wages—in fact, dave wages in some cases—and human
rights abuses? Are they factored into the model of how you calculate benefit?

Mr Burns—The issues on which we negotiate are decisions taken by government, so we
negotiate on the basis of a mandate that is given to us by government.

Senator M |ILNE—Does the mandate that you have to negotiate on from this government
include the manner in which the product is produced—that is, the impact on the environment,
the impact on human rights and the wages impact? That is a really significant loading, and
that isthe problem for all Australian primary producers.

Senator HEFFERNAN—It is good enough for us to be subject to this emotional debate
and perversion in the market on wool. There is a 135 per cent tariff on fertiliser out of China
now. These blokes are playing you fellas on a break. What do you do about a 135 per cent
tariff, for God's sake? Have you said to them, ‘ Hang on, what's all that about?

Mr Burns—In response to the comments from Senator Milne, | get back to the response
that | gave to Senator McGauran. The question of negatiating tactics is best directed to DFAT.
The negotiating mandate is given to us by government. On the fertiliser issue that Senator
Heffernan raised, the export taxes that have been imposed by China on fertiliser just recently
range between 100 per cent and 135 per cent depending on the product. They are in place
until September; they are not in place permanently. They were put in place in only the last few
weeks and they are there until September.

Senator MILNE—I just want to finish—
Senator HEFFERNAN—I cannot go into that because there is a select committee.

Senator HUTCHINS—Senator Milne is asking questions. You have intervened again,
Bill. You have had plenty of opportunities and plenty of press, so let someone else have a go.

Senator HEFFERNAN—I wasjust trying to put the committee on notice.
Senator HUT CHINS—It is not your bloody go.

Senator HEFFERNAN—It is—

Senator HUTCHINS—NOo, it is not. Let the senator finish her question.
CHAIR—In all fairness—thank you, Senator Hutchins and Senator Heffernan—
Senator HEFFERNAN—Yesterday, | |earnt alesson in another committee—
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Senator HUT CHINS—It is none of your bloody business.

Senator HEFFERNAN—Yesterday—with your indulgence, Mr Chairman—I learnt a
lesson in another committee by raising an issue that was before a select committee, which |
should not have raised, so we want to be aware as a committee that there is a select inquiry
into fertiliser.

CHAIR—There is a point taken there, Senator Heffernan, but in all fairness Senator Milne
was asking questions. If Senator Milne did not object to you adding some comment, that is
fine. Senator Milne, you have the call.

Senator MILNE—Thank you. Whilst | accept what you are saying, that government gives
you a mandate, what | am asking you is. does that mandate include environment, human
rights abuses and the wage argument, in terms of your negotiations with China? If it does not,
the free trade agreement will be detrimental to Australian farmers.

Dr O'Connell—That is a question you will need to refer to the Department of Foreign
Affairs and Trade—matters of the overall structure of the negotiations, including issues such
as human rights. | am not properly addressed to this.

Senator MILNE—This just does not make sense to me. | understand negotiating tactics.
Tactics are an entirdy different matter to the substance of what | am asking. As the
department of agriculture, surely you are feeding into DFAT your concerns about the
percentage difference with a different regime on environmental protection, human rights and
labour standards and controls, and how that will impact on Australian agriculture. That is not
a tactical question; that is something that is a fact of the matter and should be in the
negotiations. What | am trying to establishis: isit in there?

Mr Burns—Our engagement is to work with DFAT on the agriculture elements of the
negotiations. To that extent, we seek the views of our industries on their priorities for the
negotiations and we work with DFAT to ensure that those priorities are reflected in our
negotiating position.

Senator MILNE—Okay. So what are the priorities that the industry has been reflecting to
you that you are passing onto DFAT?

Mr Burns—To maximise the gains that we get from the agreement, in terms of improved
access arrangements into China.

Senator MILNE—So it is purdly about access to China and not about detrimental impacts
inthe reverse?

Mr Burns—Some industries have raised issues about the potential impact in terms of
imports, but | get back to the point | made before: they recognise the fact that we have already
low tariffs, so the net benefit is seen as being one of increased opportunitiesin China.

Senator HEFFERNAN—You could not table for this committee any documentation to
support the input of the various industries that Senator Milne is talking about, could you? It is
al right to verbally say that. It could be quite meaningless. | am sure the vegetable growers
that Senator Milne represents in Tasmania would have some serious concerns. | just wonder
whether they had been asked, in the wisdom of the department, about what they think.
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Mr Bur ns—The submissions that come into the negotiations are submitted to DFAT by the
industry organisations in most cases—in some cases by individual producers—but they
remain the property of the groups that have provided the submissions. So we would have to,
in the first instance, talk to DFAT and, in the second instance, | suspect seek the permission of
the—

Senator HEFFERNAN—So could you do that? Could you write to the various people and
ask them, in reflection of their interests, whether they could provide those submissions to this
committee?

Mr Burns—We could follow up on that—yes, Senator.
Senator HEFFERNAN—Thanks very much.

Senator MILNE—I would really like to make sure that that includes those industry groups
that expressed concern about what is going on.

Senator Sherry—We will take it on notice and will follow up with al of the industry
groups that have lodged a submission. Whether they approve it is up to them, but we will
follow through with all the industry groups, Senator Milne.

Senator M ILNE—Thank you.

Senator O’'BRIEN—I would be surprised if the wine industry were not very keen for the
Chinese market to open up, given the restraints on marketing, distribution and labelling—de
facto barriersto trade in that market. Have they made any contact with the department?

Mr Burns—The wine industry is very optimistic about the potential in China. In fact, we
have been working with them to improve some of those issues that you raise, including the
labdlling issue. We have actually already got some wins outside the FTA context in terms of
the labelling arrangements. The wine industry—you are correct—does see a lot of potential in
China, and we have been working closgly with them.

Senator O'BRIEN—It is a very small market at the moment, but | would expect the
potential to be absolutely enormous for the bulk wines that we export to the world.

Mr Burns—Correct. | do not have the figures here, but the exports fluctuated depending
on whether, in some years, China wanted more bulk wine rather than high-end bottled wine.
Generally the trend was positive.

Senator O'BRIEN—They put it intheir own bottles.

Senator HUTCHINS—ASs Senator Milne was commencing her series of questions in
relation to who was vulnerable and who may not be vulnerable in these discussions with
China, you referred to a paper.

Mr Burns—Before we commenced the negatiations there was a joint feasibility study
undertaken with China and there was a modelling exercise done with that which was attached
to the report of the feasibility study. | probably tabled that study several estimates committees
ago but we can provide ancther one.

Senator HUTCHINS—Thank you. Was that study done by your department and other
departments?
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Mr Burns—No, it was jointly done between Chinese modellers and the group at Monash
University.

Senator HUTCHINS—Would it be right to conclude that that identified vulnerable and
less vulnerable products?

Mr Burns—It did not identify down to individual details; it did broad sectors. It did
identify those areas where we would get benefits and, in some cases, where we might see
someincrease in imports from China.

Senator HEFFERNAN—To continue on the Chinese question, | know it is a great
potential market and | suppose you could say that Indiais 25 years behind China. China has to
face their own domestic problems. If their population continues to grow to the nine billion
mark, with the development of the great northern aquifer in China, 400 million people will be
displaced. It is quite obvious from Senator Milne's questions that the farmers in Australia—or
the vegetable growers in that particular instance—do not need al this bureaucratic blowhard
language; they talk in simple language. Coles and Woolies could not give a damn—and the
wine industry learnt this to their great detriment with winemaking and consolidated retailing,
and there are plenty of instances of that in Tasmania, even with potatoes. Coles and Woolies
do not give a rats about where they get the stuff from as long as it is cheap. They are not to
know whether it is grown in an environmental sewer over there or whether it is grown in a
pristine farm. As we have learnt, alot of the prawns are rejected that go into Japan from China
because they are grown in sewage conditions and they are alive with antibictics.

| would have thought that there ought to be a wake-up call to the government—all
governments need a wake-up call occasionally—that there are some pretty big traps in taking
on a country that has a 35 to one labour advantage over us. It can, with the stroke of the pen,
stick 135 per cent tariff on fertiliser coming back the other way—but that is a matter for
another day. Could | just blow this over into the US arrangements where there was much hoo-
ha when we signed the US agreement. | just wonder, with the imposition of the new US farm
bill, whether there are some renegotiations required with the basic understanding of the trade
agreement with the United States, given that there is $330 billion or $340 hillioninvolved.

As part of the department’s thinking, using the collective brains of the bureaucrats, with the
increase in global prices for grain et cetera—and with converting grain into energy, which |
think is a dopey strategy, because of the long-term impact, given the 50-year prediction for the
planet that 1.6 billion people will be displaced and a billion people unable to feed
themselves—have you blokes figured out the impact of the US farm bill on their trade
arrangements with us? And, because of the increasing market awareness in food, will there be
land coming back into production that has been subsidised, sit-down country in the US
farming regions?

Mr Burns—There were alot of issues covered in that question, Senator.
Senator HEFFERNAN—There were.

Mr Burns—But essentially what you are talking about are the domestic subsidies that are
covered by the US farmbill.

Senator HEFFERNAN—We cannot compete with that, by the way.
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Mr Burns—Our FTA is atrade agreement which is all about tariffs, and the situation—
Senator HEFFERNAN—You do not think subsidies are a form of tariff?
Mr Burns—The situation with the subsidies is not covered in the farm bill agreements.

Senator HEFFERNAN—Wouldn't that be a flaw?Who is kidding who if you do not think
afarm-gate subsidy is not a tariff by another name?

Mr Burns—The forum where we discuss subsidies and are seeking to end subsidies is the
WTO and, as | said little while ago, there are actually negotiations carrying on this week.

Senator HEFFERNAN—I understand that, but isn't that flawed—to disconnect one from
the other? That's baloney, in very palite language.

Senator McGAURAN—It is baloney.
Senator HEFFERNAN—That is rubbish.

Senator Sherry—You are entitled to your description, but you posed a very long
question—

Senator HEFFERNAN—Because, with great respect, Minister—

Senator Sherry—which the officer is trying to respond to, and he has got one sentence
through—

Senator HEFFERNAN—Yes, yes—

Senator Sherry—and there was a mobile phone call interruption. | think he should be
given abit of ago to respond. And Senator McGauran is jacking in as well.

Senator McGAURAN—It is called enthusiasm, Minister.

Senator Sherry—Well, amateurish enthusiasm, could | say, Senator McGauran. After 18
years—

Senator HEFFERNAN—Are you accusing me of amateurish enthusiasm?

Senator IAN MACDONAL D—Senator McGauran has forgotten more about agriculture
than you ever knew!

Senator Sherry—I am not—

CHAIR—I call the committee to order. Senator Macdonald, | can understand you being
cranky after the way you were dealt with—

Senator Sherry—I am being gratuitous about—
Senator IAN M ACDONAL D—The chair will insist on you—

CHAIR—I call for order. Order! | am asking for order. This does not need interjections
coming from every senator that is sitting on that side of the table. Mr Burns was halfway
through an answer. Mr Burns, do you want to continue with your answer?

Mr Burns—Yes.

CHAIR—Or would you rather Senator Heffernan asked the question again, more simply?
Mr Burns.
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Mr Burns—Thank you, Chair. | would just reiterate the point that the FTA negotiation is
largely around tariffs; it does not cover domestic subsidies. However, we are working very
hard in the WTO to try and address those US domestic subsidies. Indeed, | think, Senator, if
you read the response by President Bush to the proposed farm bill, you will see even he
criticised it as having some detrimental effect to their negotiating positioninthe WTO.

Senator HEFFERNAN—HE€'s dead!
Senator Sherry—He' swhat?

Senator HEFFERNAN—He is coming to the end of his trail. The young bucks in the
Republican Party over there—I know, having been over there—are not going to cop that. Isn't
it a flawed mode? We cannot compete with the European Union treasury or the US Treasury.
Our domestic demand will not support that sort of stuff. | would have thought it was as plain
as the nose on your face that it is a flawed model.

Senator Sherry—Senator Heffernan, the government sets down the policy parameters for
negotiati on—
Senator HEFFERNAN—Yes.

Senator Sherry—and the public servant is here to respond to questions. The question you
are putting to him is an issue for government to government policy—for your government
when you were in power and for our government now. It is not for the officer to make
judgements about the operations of the American political system or—

Senator HEFFERNAN—It is a great opportunity for us to send a message to the
government.

Senator Sherry—You can ask the officer about matters of fact, about the levels of
subsidies they pay in the US versus the levels of subsidies in Australia, which are non-
existent.

Senator HEFFERNAN—What subsidiesin Australia?

Senator Sherry—I said ‘the levels of subsidies in Australia, which are non-existent’. You
can draw out factual issues, but it is not fair to ask the officer about political observations.

Senator HEFFERNAN—Yes, but hopefully back in someone's office they are listening to
the fact that it is a flawed model. It is completely unreasonable for Australia's farmers to cop
it at both ends.

Senator Sherry—You have made your point; isthere a question?

Senator O’'BRIEN—I am saying that the US will count a number of things as subsidiesin
our system, such as diesdl fuel rebate and farm managed deposits tax arrangements.

Senator HEFFERNAN—EXxcuse me, do you want to have a debate about that?

Senator O’ BRIEN—You want to go and talk to the Americans about what they say will be
subsidies.

CHAIR—Maybe Senator O’ Brien and Senator Heffernan will have a private meeting out
there.

Senator HEFFERNAN—That is because no-oneisreally sticking—
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CHAIR—Can you direct your questions to the public servants, please. We will be sitting
here until 11 o’ clock tonight.

Senator HEFFERNAN—No, we will not.
CHAIR—Let us get our act together and get moving.

Senator  HEFFERNAN—In view of the reinvigorated farm program, does the
International Division of the department think there will be more productive land brought into
production?

Mr Burns—Our initial analysis—
Senator HEFFERNAN—Sit-down land, | mean.

Mr Burns—isthat one of the unfortunate elements of the bill is that it does not discourage
the movement of land into ethanol production, for example, which is one of the issues that
you have touched on before, and it does not discourage the use of more land for conservation
purposes. How it will play out is something that we are yet to see but, on first glance, it is not
afarmbill that we would see as decreasing the level of production in the US.

Senator HEFFERNAN—Can | just say that the subject for a future inquiry of the Senate
will be alook at how we produce, which is tied up exactly with what you have just said. It
does not discourage sit-down country. That is what you have just said. How do we produce
food that is affordable to the consumer, sustainable to the environment and viable to the
farmer? That is at the bottom of all this and, as a cool as a cucumber, we come to estimates
and are told: ‘Tough about the wealth of the US Treasury and its generosity to the farm
subsidy program over there. You've just got to cop it because it's a separate set of
arrangements because that’s a subsidy and we' re talking about tariffs.’

Senator Sherry—The officers have not said, ‘ Tough,” and, ‘It's hard luck,’ et cetera; they
have not said that.

Senator HEFFERNAN—That is decoding bureaucratic speech, Minister, with great
respect.

Senator Sherry—They are attempting to respond, when they can, to questions. You are
making just a series of statements with the occasional question.

Senator HEFFERNAN—Yes, but it makes it interesting, though.

CHAIR—I will tell you what it does. when | listen to al this nonsense, it makes it very,
very tiring by the end of the night. | say thisin all honesty.

Senator HEFFERNAN—Thisis not bloody nonsense, mate.

CHAIR—I do not think the officials need to be preached at at every opportunity a senator
has to open their mouth, and senators do not speak for all members of the committee. Are
there any other questions to the officials?

Senator HEFFERNAN—That is just pleading on behalf of the industry, with great
respect, Mr Chairman.

CHAIR—With your history, your experience and your knowledge of the industry—
Senator HEFFERNAN—Don't overdo it, mate.
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CHAIR—we really do appreciate your love of the farming community, which we have as
well.

Senator HEFFERNAN—I will shut up now.
CHAIR—Are there any other questions by committee members of the officials?
Senator McGAURAN—Senator Nash also has some questions.

CHAIR—I am sure she will speak for hersdf. Do you have a question, Senator
McGauran?

Senator McGAURAN—Yes, | have a question on the US farm hill. Just for the record, |
have a statement here from the not-so-dead United States President, who says that he is going
to veto the bill.

CHAIR—Isthat a question?
Senator McGAURAN—It is a statement.

CHAIR—Does anyone have any questions of the officias? If you have, Senator
McGauran, please put it to the officials; otherwise, we will move on to the next witnesses.

Senator McGAURAN—I do have a question, but the aggression from the chair is
unwarranted.

CHAIR—You said you had a question.
Senator McGAURAN—Have you found Fiona, yet?

CHAIR—I ask you not to embarrass yourself in front of the officials any further. If you
have a question put it to the officials or | will just call—

Senator Sherry—If Senator McGauran wants Senator Nash to ask a question—

Senator McGAURAN—What is with the aggression from the chair to rush through the
guestions? Thisis our time. | recall that when we were in government—

CHAIR—If you are just sitting here making statements and wasting time go to another
committee but, if you are going to ask a question, please do it and we will move on. There are
a host of questions that need to be asked of a number of the divisions of the department and
senators are keen to ask their questions. But if you do not have a question, allow the officials
to go and we will call the next witnessesin.

Senator M cGauran—Well, | do have a question.
CHAIR—WsI, ask it; you have the call. | am having a groundhog day; help me out.

Senator McGAURAN—SIl on the US farm bill: what, if any, representation did
Australia have when the bill was going through Capital Hill?

Mr Burns—We have made representations constantly. The previous minister for
agriculture visited Washington mid last year and lobbied on behalf of getting a good outcome
onthe farmbill.

Senator McGAURAN—Regarding the aspect in the farm bill dealing with beef industry—
although the President has said that he will veto the bill—are you able to outline the
consequences to the Australian beef farmers?

RURAL AND REGIONAL AFFAIRSAND TRANSPORT



Tuesday, 27 May 2008 Senate RRA&T 25

Mr Burns—Which aspect is that, Senator?

Senator McGAURAN—I do not know. What aspects in the bill are there—increased
subsidies to their own—

Mr Burns—There are several aspects that cover the beef industry, so | would just like to
know which one you want to know about.

Senator McGAURAN—Thelot.

Dr O’Connell—Senator, | think you need to ask a specific question in order for the officer
to be able to answer.

Senator McGAURAN—Regarding beef cattle. What additional subsidies has the US
farmer received in that industry from this farm bill?

Dr O’ Connell—Are you talking about the labelling issue regarding beef?

Senator McGAURAN—To tell you the truth, | am not across the US farm hill. 1 am
seeking information from you.

Mr Burns—I just did not know whether you were talking about subsidies for actual beef
production or whether it was an issue to do with the labelling of beef.

Senator McGAURAN—Any additional farm-gate subsidy?

Mr Burns—Perhaps it is the labdling issue, because that is the one that got some media
attention. | will ask my colleague to answer that.

Senator McGAURAN—Was there any direct form of subsidy to the US beef farmer that
would place our own farmers at a disadvantage—a less competitive advantage?

Mr Bowen—In terms of the US farm hill, the President did veto the bill, but the Congress
has now overruled that veto, so it will comeinto effect. Thereis a small technicality about one
of the titles being missing, and that has to be sorted out, but the anticipation is that obviously
the farm bill will come into effect. For the beef industry, the US does not provide direct
subsidies to their farmers for beef. Most of the subsidies in the US provide for what are called
program crops. wheat, barley, sugar, cotton and soybeans. In terms of the bill, as far as beef is
concerned, the one issue that Australia was focusing on was country-of-origin labelling, as
Senator Heffernan said. Regarding the outcome on country-of-origin labelling, our initial
assessment is that it is better than what we might have got in the previous hill. It was included
in the previous hill but not enacted, but it will have an impact on the labelling of ground beef
which is sold in US supermarkets and will require some labelling arrangements. But our
understanding is that some of the requirements, the record keeping, are not as onerous as
would have been involved.

Senator HEFFERNAN—It will be disguised, as the Chinese veggies are in their labelling.

Mr Bowen—My understanding is that they have to label it saying which country of origin
that beef came from.

Senator HEFFERNAN—BuUt not if they mix it.

Mr Bowen—I believe they do have to say if they have mixed it and which countries it
comes from needs to be on the label.
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Senator HEFFERNAN—Labelling is the issue.

Mr Bowen—The feeling is that the outcome is better than what we were looking at under
the previous proposed legidation, in the last farm bill, which never actually got enacted.

Senator McGAURAN—I want to go back to the United Nations Food and Agriculture
Organisation, which pays a big price for how to identify where it goes. Mr Burns, you
mentioned in passing the point that you will all soon be jetting off to a conference by that
organisation with regard to the alleged world food crisis—is that correct?

Mr Burns—I do not think | used the term ‘jetting off to a conference'.

Senator HEFFERNAN—Yes, but you know what he meant. That is just a little bit of
colour and movement.

Mr Burns—I referred to a conference as being held on 3 to 5 June which is looking at the
world food security situation—yes.

Senator McGAURAN—What work within the department have you done on that
particular rising issue?

Senator Sherry—Do you mean a jet or the food crisis? Can you be a bit more precise than
‘rising issue' ?

Senator McGAURAN—The alleged world food crisis.

Mr Burns—There are arange of activities happening.

Senator McGAURAN—No doubt you have papers to present.

Mr Burns—Minister Smith has already announced an immediate humanitarian response to
the issue of a contribution of an extra $30 million to the World Food Program for emergency
food aid. AusAID is coordinating a longer term strategy to address how countries in the
region can enhance their food security systems. In terms of the analytical work, getting to the
point of the question, ABARE is currently undertaking an analysis to produce a report on
some of the drivers behind the current issue. Across the board, we have been participating in
discussions in fora such as the OECD, the FAO and elsewhere where these issues are being
discussed.

Senator McGAURAN—So there is an acceptance from the government as a policy matter
that the ethanol industry is a part trigger of the world food crisis, as has been claimed.

Mr Burns—I do not think | said that at any stage.
Senator McGAURAN—I am asking the question.
Senator Sherry—No. You asserted something.
Senator McGAURAN—I am asking it.

Senator Sherry—Isit true that the ethanol subsidy is a factor in rising world food prices?
Is that the sort of question you would ask, Senator McGauran?

Senator McGAURAN—That is right.

Senator Sherry—I will now put that to the official and he can respond, but | am not going
to rephrase your questions to help you in future.
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Mr Burns—There are several reports around at the moment that suggest that ethanol is a
contributing factor but not the only factor. That is why ABARE is undertaking work at the
moment to look at the contributing factors to the current situation.

Senator McGAURAN—Minister, is the world food crisis the reason why the government
reduced its support for the ethanol industry in the budget?

Senator Sherry—The officer can explain what the level of support is for that program, but
the officer has just indicated that there are preliminary analyses but no conclusions yet
reached as to the contribution or otherwise of that form of subsidy to the increase in food
prices.

Mr Burns—The ethanol subsidy, as you referred to it, is not an issue that is dealt with by
this department. That is the first point. The second point is that the bulk of the debate about
the contribution of ethanol to the current world food price situation focuses on production
dsewhere. Australiais not, as | am sure you are aware, a significant producer of ethanal or of
any biofuels at the moment. The debate is largely around the conversion of corn crops in the
US rather than anything that Australia is doing on the biofuels issue.

Senator IAN MACDONALD—I wonder if we could get a general report of trade
opportunities that Australia is exploring in eastern Europe, in the former Communist bloc
countries and in the north. As | mentioned, | have just come back from that area and was
surprised to seein Helsinki awhole wall of a wine shop full of Australian wine. That situation
seems to be the same everywhere. Austrade are obviously doing a very good job. | wonder if
we could get a general comment about Australia’s actions, approaches and activities in
expanding Australian trade in countries which normally have not been part of our focus.

Mr Burns—It isAustrade's prime responsibility to look for new market opportunities or to
promote Australian products. Where DAFF can contribute is if it isidentified that there might
be an opportunity but there is a technical barrier in place. For example, with some of the
countries that you mentioned there is a strong demand for offal. To negotiate access for those
products, if it is not a tariff issue but if there are sanitary and phytosanitary issues, then we
would get involved. We do that. We have an officer currently in or soon to be in Russia, for
example, and they will look at some of the meat opportunities and some of the technical
issues around meat access. We as a department are not engaged in the initial phase of
identifying the opportunities or promotion activity. But if it is identified that there is a
technical market access issue that we can help with then that is when we would get involved.
But the overall strategy is one that is determined by the Department of Foreign Affairs and
Trade, under which Austrade takes its instructions.

Senator IAN M ACDONALD—Thank you very much.

Senator O’'BRIEN—I understand from discussions with the new owners of AMH that in
fact there is emerging a profitable trade in beef products with tariff into Europe and also into
Russia. | am not sure about the tariff situation in Russia. The new operator sees a profitable
destination in both of those regions through the synergies of their company and through their
understanding of the markets. Thereis also a suggestion that perhaps MLA is overvaluing the
Japanese market for our products at the current time. What can you tell us about that view?
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Mr Burns—I would not want to comment on part of the industry’s views on MLA. | have
not been party to any of those sorts of discussions. But | can confirm that there are definitely
opportunities in both Europe and Russia. If we are talking about that part of Europe that is
part of the European Union then tariffs are definitely an issue, along with quota access. That is
something that we are trying to negotiate the WTO because we obviously do not have an FTA
negotiation with Europe. We get a lot of pressure from industry to get better outcomes on
meat access generally into the European Union. For those parts of Eastern Europe that are not
members of the European Union, some of those technical market access issues that | was
talking about continue to be issues. You are correct: we have seen in increase in exports of
meat to Russia. Kangaroo meat is very popular there, and so is offal. Those technical market
access issues do present us with some challenges, but over time we can make some pretty
good progress there.

Senator O’BRIEN—Would the department be in contact with companies that are having
success to learn from them and share the knowledge that makes them successful ?

Mr Burns—We have something called the red meat market access committee, which met
probably about six weeks ago. Some of the players that you mentioned—in fact, all the
players that you mentioned—were present. They talked about some of their priorities for
Eastern Europe and Russia and gave us some priorities for us to follow up on regarding those
technical market access issues. We have been in contact with them and we are aware of their
priorities.

Senator McGAURAN—I wanted to clarify a point regarding World Trade Organisation
meetings—the Doha rounds. Where have they met over the last several years? Only in
Geneva?

Mr Burns—The official-level meetings always take place in Geneva, but ministerial
meetings are held in various locations. If we track back in time, the last one was held in Hong
Kong. Two years before that, there was one in Cancun. So in terms of the period that the Doha
Round negotiations have been happening—

Senator McGAURAN—That is exactly what | was talking about before when you made
the smart alec reply that they are only ever held in Geneva—backed up by the minister, |
should add. That gave you great encouragement to make such a statement. But—Cancun,
Hong K ong, Dubai—these Doha meetings are being held other than in Geneva.

CHAIR—Senator McGauran, you do not have to attack the officials with that sort of
language.

Senator McGAURAN—I put that on the record. Mr Chair, that was a cheap comeback by
the minister and the desk.

CHAIR—Senator McGauran, you are out of order, and | ask that you do not attack the
officials with that sort of language.

Senator McGAURAN—I would have thought | could—

CHAIR—It is bad enough that they have to sit here all day and listen to some of the stuff
coming out—
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Dr O’ Connell—I will just clarify a point, if | may. | think Mr Burns was talking about the
WTO neggatiations, which occur in Geneva, as opposed to the ministerial meetings.

Senator McGAURAN—NOo, we were talking about the Doha Round. He knew that. He
knew what we were talking about.

CHAIR—Dr O’ Connell, thank you very much. Mr Burns, you do not have to explain. It is
now 10.30, and we will resume at 10.45.

Proceedings suspended from 10.30 am to 10.45 am
CHAIR—I welcome to the table officers from Food and Agriculture.
Senator O’ BRIEN—When will the proposed legislation be debated in the parliament?
Mr Mortimer—That is an issue that the minister is currently finalising. It will be settled

by the government business committee, which organises business for the House, very shortly
but | cannot say anything more than that.

Senator O'BRIEN—Isit true that the bill needs to be passed by 30 June?

Mr Mortimer—The government’s intention is that the bill will be passed by 30 June to
provide certainty about the arrangements after 1 July. From 1 July the arrangements revert to
something similar to where they were previously, with no power of bulk veto with the
minister and with AWB with a clear monopoly to export wheat in its own right.

Senator O'BRIEN—ASs | understand it, if that were to occur, the Export Wheat
Commission would be able to approve other applications for export permits without recourse
to veto.

Mr Mortimer—I will get a piece of paper and check on that, if you do not mind, and | can
give you a precise answer. | do not have the piece of paper with me, so | will have to check,
but | do not think that the Export Wheat Commission would have the power to issue licences
initsown right. | will confirm that for you though because | cannot find the actual document
in my folder.

Senator O'BRIEN—My recollection is that the bill as it stands sees the ministerial veto
power expire on 30 June.

Mr Mortimer—That isright.
Senator O’BRIEN—AnNd that no other veto power remains after that date.
Mr Mortimer—That may well beright. | will confirm.

Senator O'BRIEN—ANd that the single desk controlling power is held by the
commission.
Mr Mortimer—That isright, yes.

Senator O'BRIEN—ANd that they are able to entertain and grant permits for export
beyond AWB Ltd or nominated company B without the possibility of a veto.

Mr Mortimer—You are quite right. The minister has been able to pass me the relevant
piece, which says that after 1 July, if we were to revert to the previous arrangements, the
Export Wheat Commission would be responsible for issuing export consents. AWI would
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remain exempt from seeking consents, so it would have an unfettered right to export, and the
minister’s temporary power of veto would expire.

Senator O'BRIEN—Of course, in addition to the ever-growing level of containerised
wheat exports we would see a multiple exporter circumstance, in al likelihood, under that
scenario.

Mr Mortimer—Potentially, albeit the legidation as it stands still requires the Export
Wheat Commission to have regard to the national pool and to developing markets which
complement that. | think those arrangements are still in the current | egislation.

Senator O'BRIEN—ASs | understand it, currently this season we are looking at over one
million tonnes having been exported in contai ners.

Mr Mortimer—That was discussed with the EWC yesterday, and they certainly pointed to
the great growth in container trade. | am not aware of any forecasts about what might be the
period ahead. | will take that on notice and seek advice from the EWC, if you like, but | am
not aware of any particular forecasts on that one.

Senator SCULLION—I wonder if you can answer some general questions with regard to
the regional and rural research and development corporations. | know we have the Grains
Research and Development Corporation coming up, but | want to ask specifically about the
funding arrangements across all of the cotton, fisheries, grains, grape and wine, land and
water, rural industries and sugar R&D. | understand from Budget Paper No. 4 that, if we make
a comparison between the agency resourcing and the estimated actual, there is a net increase
of about $7 million. | understood that there is, in fact, an eectoral commitment for $15
million to the agricultural, regional and rural RDCs. | want to know if there is scope under
which the seven which | have mentioned come and whether or not those calculations are, in
fact, correct.

Dr O’Connell—I am not aware of any particular eection commitment from the
government to provide $15 million to the R& D corporations.

Mr Burns—I think, Senator, that that might be related to climate change initiatives.

Senator SCULLION—It may be, but it was specifically directed to the agricultural
research and devel opment corporations—those particular devel opment corporations—whether
it was for climate change or whatever.

Dr O’'Connell—I think that the program funding is probably best discussed under the
NRM when we get to the climate change programs, because the $15 million comes under that.

Senator SCULLION—I would have thought that these are principally involved—as you
would be aware, Mr Secretary—with food production and agriculture, and | thought that
under the heading ‘ Food and Agriculture’ would be the area where we would be able to get
that. Perhaps it is an opportunity for someone to find out.

Dr O’ Connell—We will find out.
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Senator SCUL LION—We can perhaps have a discussion later. | am more than happy to
accept that process. Mr Mortimer, who in your organisation is responsible for food security?
Do you have a section or an agency? | notice that there is someone here responsible for food
policy and safety but there is not a food security section.

Mr M ortimer—We do not have a food security section at the moment.

Mr Burns—Senator, | will ask you a question there. Different countries have different
definitions of ‘food security’, so it might be useful for us to understand exactly what issues
you are getting at. Some countries, for example, only refer to food security when it comes to
the safety and security of the systems around how we grow and handle the food. Others talk
about it more broadly in terms of volume of food, access to food et cetera. The current global
food security debate, if you like, is one around volume and access to food, whereas perhaps
you are getting more at the security and safety of the systems. | just wanted to clarify which
area you were after.

Senator SCULLION—Thank you, Mr Burns. | am talking about it in the context of the
current global discussion and global concerns about the access to and availability of food. It is
an issue, and | note that throughout the budget papers there are quite a number of line items
that specifically address the issue of climate change, particularly in agriculture and trade.
There are a whole range of issues associated with that. Thisisin a very similar context. This
isavery important global issue. If it does not come under food and agriculture, you may not
have a particular section for it, but thisis a fundamentally important issue for the globe. We
are a world leader, much in the way we are with climate change. What we are doing about
food security and about devel oping policies for food security in Australia?

Mr Burns—It isanissue that we look at across several areas of the department, if you like.
| think | said during the morning session that, for example, ABARE are currently undertaking
an analysis of the current drivers of the food situation or crisis; call it what you will. So we
are doing it from an analytical point of view in ABARE. We have got the activity that is
coordinated out the international area, which is immediately in response to this global
situation, and we are feeding into the work that the FAO and the OECD are doing on the
global situation. We also have people in our Corporate Policy Division who are looking at
what we might be able to coordinate across the department and indeed across the government.
You may even be aware of the report that came out of the 2020 Summit which had some
recommendations along those lines. Indeed, the corporate policy people are looking at what
might be options for the government arising out of the recommendati ons of the 2020 Summit.

So, whilst there may not be an immediate single area in the department that focuses on it,
we have got several areas of the department focusing on it. Indeed, across al of
government—AuUsAID, DFAT and the ACIAR, the Australian Centre for International
Agricultural Research—we have agencies all very much involved in this. | attended an
interdepartmental meeting where the defence department and many other agencies were
represented, because it is an issue that the government is taking quite seriously.

Senator SCULLION—I do recall the $30 million allocated to the World Food Program
through FAO. | think you mentioned that this morning. | understand from the long discussions
we had with the international section this morning with regard to the OECD what we are
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doing in that particular field, and | know we will be speaking to ABARE shortly. But | am
looking more at generic governance arrangements and at what sort of focus this government is
actually placing on food security. You talked about the corporate area, and | will come to the
2020 Summit outcomes in just a moment. Whilst | know | will have the opportunity to talk to
ABARE in a moment, al | am looking for is a bit of a thumbprint: what sort of work are
ABARE actually doing? Is thisin an international context that follows on from the FAO or is
it actually in the Australian context?

Mr Burns—No. The work that we have asked ABARE to do specifically is on the current
global situation. But in a sense you could say that a lot of the programs that have been put in
place this year are looking at food security in Australia as much as globally. When we come
into the NRM area we will be talking about the climate change adaptation programs, for
example, and water—which no doubt we will talk about when we get to that area. These are
all issues that we are trying to bring together and talk about with respect to future food
security or future food production Australia, if you like. So, from the way a lot of our things
are coming together, whilst they may not have been given the title ‘food security initiatives',
in a sense that iswhat they are about.

Senator SCULLION—If | needed to point to a minister who was responsible for food
security, would it in fact be your minister?

Mr Burns—To the extent that our minister isthe minister for agriculture, yes.

Senator SCULLION—So that is the lead agency. When you talked about the corporate
area where you have had quite a large number of agencies from a number of areas come in,
was that again under Mr Burke's direction?

Mr Burns—That was an interdepartmental committee that was set up initially to look at
that immediate response to the $30 million and the request from the World Food Program. It
was chaired by AusAID because they were looking at what their longer term strategy might
beinan aid context in relation to the food situation.

Senator SCULLION—So most of your responses, with respect, have been concerned—
not that | am not interested in it but you seem to be dealing with that fairly well—with the
international situation. But in terms of Australia’s capacity and formulating that to ensure our
palicies encourage good management—production increases and those sorts of things that go
to the heart of food security—have there been some meetings that discuss the activities and
policies with regard to food security in Australia?

Mr Burns—I think the answer to that is that the government is bringing together all of its
policies—be it climate change, water, research and development activities—and they are all
aimed at food security and, whilst we have not titled it a food security initiative, the objective
of all of those programs when they come together is enhancing Australia’s capacity as a food
supplier into the future.

Senator SCULLION—Are you saying, Mr Burns, that it is unlikely to see food security
having its own space? You are saying that food security will be a consequence of three other
main policy streams, and a tributary of those, if you like, is going to be a side issue, a
consequence of those three things | ooking after food security?
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Dr O’ Connell—It might be worth emphasising that one of our key drivers currently in the
portfolio is to help position the agricultural sectors to improve their productivity and we have
been seeing that as one of the big drivers. That of course has a direct impact on the issues you
are dealing with and that of course then relates to climate change in thelong run as well.

Senator SCUL LION—You can understand my concern though. Mr Burns has just told me
that in the water philosophy, for example, we take into consideration all of those things. So
when we are actually buying back water and taking water away from farmers it is well
documented that that is going to cause a downturn in production. That has obviously been
taken into consideration under food security. | have to tell you, mate, from where | am sitting,
the food security team looks pretty small and, as all of these things are rolling out, it seems to
be completely absent as a fundamental policy block for this government. | respect that thisis
often the case where governments say, ‘We are going to take a multiplicity of policies to deal
with theissue,” but | would have thought that this is an issue particularly within Australia that
needs to have a higher profile, rather than being the consequence of a whole bunch of other
departments that have mainstream funding. For example, the budget item in establishing a
policy for food security is pretty much absent from the budget. In fact the words are not even
used in there. Do you have any plans in the future for giving this very important area a higher
profilein policy development in government?

Dr O’ Connell—In terms of how we are organising the department over the next financial
year and beyond, we are certainly putting in place an agricultural productivity division in
order to precisely address the range of productivity improvements that the agricultural sectors
are going to need to maintain their competitiveness in a world with climate change occurring.
That obvioudy is quite directly related to the supply of commodities to the world. We export
about 70 per cent of our product and in a competitive world market we need to ensure that
that productivity increases accordingly, and that is a major focus of the portfolio. So | think
that the wording may be an issue, whether or not the wording ‘food security or not’, but
absolutely and centrally we are looking at agricultural productivity being one of our key
objectives. And that goes to our programs in the food area, to our climate change responses
and to the relationship with research and devel opment corporations. It is the central driver for
us.

Senator SCUL L1ON—Quite obvioudly, if the minister says something or | say something,
the wider community and the public are a little cynical because we definitely have a vested
interest—we are either in government or in opposition. You can pick up just about any paper
today—and | had one here a moment ago—and, while | will not go into the details of it, in the
Australian it says ‘Farmers feel brunt of Rudd Government razor gang'. Since the budget
wherever you look people are saying that the Prime Minister said to them, ‘Listen guys, a
couple of Australians are going to have to take a bit more pain than the others. Just take one
for Australia’ Out in regional and rural Australia it seems like that is where al the pain is
being felt. When we are talking about all the other philosophies and policies, if we had a
department that was responsible for food security and could stand up for those people, then |
suspect that some of the budget cuts that we have had across regional and rural Australia
would not have been quite as sharp. We must have some | eadership from the government that
particularly identifies food security in Australia so that that organisation within government

RURAL AND REGIONAL AFFAIRSAND TRANSPORT



RRA&T 34 Senate Tuesday, 27 May 2008

can fight for sufficient resources to ensure food security for Australians and can ensure
Australian production will be maintai ned.

Senator Sherry—You are making a speech. You are not putting a question.
Senator SCULLION—I amasking for a response, Minister.

Senator Sherry—I will give you the response. You are making a political speech and
statement. You are not putting questionsto the officersand it is not appropriate and fair—

Senator SCULLION—That is not the case.

Senator Sherry—Can | respond? You have had your go and | am now responding. You put
a political polemic, and it is perfectly right to do so, but the officers are not required to
respond, nor should they respond, to that sort of critique, which is a critique of the
government which | do not believe is justified. On the point you make about food security, as
the officers have outlined, the theme of food security, as you term it, is deeply embedded
across all the activities of the department. You do not necessarily need a particular unit
entitled ‘food security’ to ensure that the department and all the officers have a focus on what
you term food security.

Beyond that, | do not agree with your political observation that the so-called cuts or
reductions in funding have been weighted against rural and regional industries. | just do not
agree with that. The analysis does not bear that out. You have only got to look at the evidence
that has been put on the table as a result of the questions you and others have posed yesterday
and today. The evidence just does not support the contention that you have just made.

Senator SCULLION—I do not want to use this forum to become argumentative, but |
think that you would be the only one listening to this that would maintain that view. Perhaps
by way of explanation, Minister, | was not badgering the departmental officials here. In terms
of the government’s arrangement, it is really important. We have talked about water security.
We have an entire department that deals with water security becauseit is areal issue facing us
at the moment and we all talk about a water crisis. But when you look around, any observer of
what is happening in the world today and across Australia will see that the term ‘food
security’ is often used and there is very good reason to use it. It is not something that we
continue to take for granted. | think that it is quite a legitimate line of questioning to ask in
terms of the government’s arrangements; why is it that food security has not been given the
prominence that it has in many other parts of the world?

Senator Sherry—What | was responding to—and | know that | did not use the word
‘badgering’' —was your political critique. There were no questions in your latter contribution;
it was a palitical critique, and it is for me to respond to that. | do not accept it for the reasons
that | have outlined.

Senator MILNE—On this issue of food security, | welcome the fact that there are
interdepartmental discussions happening. | note the secretary’s statement that the aim of the
exercise is to increase productivity. How many hectares have been taken out of food
production as a result of the managed i nvestment schemes for forestry?

Mr Mortimer—We will have to take that on notice. In all honesty, | am not sure that there
has been any measurement of that done. Possibly the best way that it could be measured
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would be by the obverse calculation; namely, the amount of land put into production under
managed investment schemes. But then there is an issue as to whether that went into forest,
which might not be considered agriculture, as opposed to other products. A lot of funding
from managed investment schemes goes into things like almonds and other products. If you
like, we will take that on notice and see what we can find.

Senator MILNE—It is particularly important because there are perverse measures that are
counterproductive to increasing productivity. As you would be aware, | am talking
specifically about managed investment schemes that give incentives to take land out of food
production and into pulp production, essentialy. | would like to know how many hectares
have been taken out. | would also like to know whether there has been any discussion in this
interdepartmental committee about managed investment schemes undermining the objective
of increased productivity. Has there been any discussion of that?

Mr Burns—The interdepartmental committee that | referred to earlier is one focused
specifically on the international issues. It is not focused at all on the domestic response. In
terms of your question, that committee did not look at that issue.

Senator MILNE—Is anyone in the Department of Agriculture, Fisheries and Forestry
looking at the issue of the impact on these schemes in terms of them taking food producing
land out of food production? | am talking about forestry, not almonds and olives and things,
obviously.

Mr Burns—At one stage, we were looking at that issue. But | have not got the details. We
will take that one on notice.

Senator MILNE—In addition to that, there is legislation before the parliament right now
to give 100 per cent tax deductibility to energy companies to plant plantations and deduct
them over 14 years, which is, coincidentally, one rotation. | have asked, and | ask again, how
many more hectares of food production land will that take out of production? Also, who is
looking at the water ramifications? There is not much point in paying to take water out of
irrigation and putting it back into the rivers if you are then giving a tax incentive for energy
companies to go and plant plantations which will take it out again. Is anyone talking to the tax
department or to the climate department about this tax matter that is before the parliament? It
will totally undermine your increased productivity in agriculture objective.

Dr O’ Connell—We can address that issue under the Fisheries and Forestry division. MISs
can be discussed with them.

Senator MILNE—BuUt it isafood production issue. That iswhy | amraising it here.
Dr O’ Connell—But the issue that you are looking at is the forestry related component.

Senator MILNE—I am looking at the fact that you say that your objective is increased
productivity in agriculture. | am very pleased that that is the objective. You have set up a
group to do that. But you cannot do that if (1) you have gotten rid of—sacked—everyone in
CSIRO who was looking at natural systems, (2) you have tax incentives to take land out of
production, (3) we have increased petrochemical fertiliser prices and (4) we have a water
regime that does not take into account that plantations are very thirsty. Tell me how we are
going to increase agricultural productivity unless you start engaging in a whole-of-
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government approach to make sure one hand is not taking away from what the other hand is
thinking it is doing.

Senator HEFFERNAN—AnNd no counting of the forests. Thank God Senator Macdonald
isnot here. | would bein trouble.

Dr O’ Connell—As | suggested, | think that we can handle those questions when we come
to the Fisheries and Forestry division. They are looking at those.

Senator MILNE—I will give you notice now: | want to know how many hectares have
been taken out of food production for plantations and how many hectares you project will be
taken out by the incentive to the energy companies to plant more plantations. And | want that
cross-referenced to the water ramifications. On the question in relation to CSIRO, did your
department have any input into the decision for there to be no capacity in CSIRO to look at
organics, biodynamics et cetera of natural systems—the building of resiliencein soils, in other
words?

Dr O’ Connell—That is not a question that we can answer other than to say that they were
made by those who have budgetary decisionsin that portfolio.

Senator MILNE—Can you tell me how you are going to increase productivity in
agriculture?

Mr Mortimer—Agricultural productivity relies in large part upon investments in R&D
and also in policy frameworks that allow farmers every opportunity to produce, to be
competitive for both domestic and international markets and to contribute the greatest output
per the inputs they put into agriculture production in this country.

Senator HEFFERNAN—If that is the case, could | just add a little bit of colour to this?
The 2,500 eminent scientists on the Intergovernmental Panel on Climate Change have put out
a serious paper on food supply which backs up Senator Miln€'s proposition that there will be
abillion people—if we grow at the population rate of 6.2 per cent to nine billion in 40 to 50
years—unable to feed themselves. At the present time there are 800 million people who are
short of tucker and rely on a meal a day. At the same time there are a billion people, by the
way, who gorge themselves and who are obese. They predict that 30 per cent of the productive
land in Asia, where 60-odd per cent of the world's population lives, is going to go out of
production; the food task is going to double; and 1.6 billion people could be displaced—thisis
at the top of their science prediction. In Australia, as Senator Scullion has just pointed out to
me, a lot of our most fertile farming lands have been taken over by programs that are
subsidised and whose viability exists on the generosity of the taxpayer. Ronald Reagan
banned them, God bless him—I just thought he was a Hollywood actor but he must have had
agood advisor in histime.

The Douglas Daly area is a classic example of what we are doing to destroy Australia’'s
food potential. If you went up there you could talk to a bloke called Malcolm Bishop who
went from the top end of South Australia four or five years ago. He paid $95 an acre for
country there. He bought 14,000 acres for $1.3 million. Two years ago he was farming and
grew two successful soybean crops. Two years ago he said it was worth $300 an acre,
totalling $3 million or $4 million. We rang him this year to see how he was going and he said,
‘Bill, | fed like atraitor.’ | said, ‘What has happened? He said, ‘| have sold out.’ | said, ‘ How
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much did you get? ‘$13 million.” ‘“Who bought you? ‘ The African mahogany mob.’ They are
completely destroying Australia’s food production potential. Go to the Ord. | have just had a
yarn to some people from Western Australia here and | will not embarrass them by naming
them. We are absolutely destroying the food potential of these areas. There will be a question
onthis, Mr Chairman, in a minute.

CHAIR—I am sure there will be, Senator.

Senator HEFFERNAN—A third of the capacity of the Ord is about 100,000 hectares.
There are 14,000 acres devel oped and there are 335 gigalitres being used, which has no value
under their scheme. All the sugar country, which was not viable because they could not get to
one million tonnes of production, is now turning into sandalwood. They are developing the
west bank. If we do not have a government policy—with great respect to everyone that is
listening to this program—we will destroy Australia’s capacity to produce food. There are 2v2
million hectares in the lower Gulf, a lot of which is turned over to spiny acacia, where you
can do al the planting and all the offset growing in the world. Why are we allowing prime
agricultural land to be converted to a scheme which is viable only by its tax deduction and in
which all production does not rely on supply and demand and market forces but relies on
management fees for the promoter? Why are we allowing that to happen in prime agricultural
land when the Intergovernmental Panel on Climate Change are saying that the biggest
problem the planet faces is the fact that we have been modelling energy for many, many years
but not modelling food? We are destroying Australia’s capacity to punch above its weight with
the ridiculous situation where places like the Douglas Daly, the Ord and God knows where
else—the sugar country up at Tully—

Senator M 1L NE—North-west Tasmania.

Senator HEFFERNAN—have been converted to the generasity of sharp operators in the
managed investment scheme world. A lot of them come and say, ‘ Oh, Bill, but it's a river of
gold.’” Of courseit isariver of gold! That is why they want to get into annual crops. Why the
bloody hell are we allowing that to happen?

Senator Sherry—I will just make two quick points. Managed investment schemes are a
tax matter, as you referred to. We have the ATO and the tax policy area of Treasury coming
on. | am looking at the timetable. | am not sure when; | think it is later this week. To the
extent that this department had any involvement in the design of those measures and
measured the likely impact of those measures, the officers are welcome to respond.

Senator HEFFERNAN—Thank you. | appreciate that.
Senator Sherry—But it is primarily atax matter.

Senator HEFFERNAN—I appreciate that. But, Minister, Senator Milne is right. It is
possible that 30 per cent of the productive land of Asia is going to disappear, and we in
Australia have not come to terms with what Indiais doing through the mining of their aquifers
to the lower reaches of their rivers and the interconnectivity. Bear in mind also that the
science that gives those global predictions says that in Australia—in the southern parts of
Australia and the Murray-Darling Basin in particular—we are going to lose somewhere
between 3,500 and 11,000 gigalitres of runoff to climate change, let alone the absolute
inappropriateness of not having full accounting for interception by the 2020 vision forestry as
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well as all the other things that have happened and the lack of understanding of the
interconnectivity between the bloody groundwater and the rivers. Where the hell is a national
strategy that defends the national family of Australia and the sovereignty of Australia for
food? Why do we allow ourselves to export fertiliser and then buy it back with a 135 per cent
tariff onit, for God's sake? Do not answer that, because that is the subject of another matter.

Senator Sherry—I have asked the officers—
Senator HEFFERNAN—Yes, righto. | will shut up.

Senator Sherry—to outline where they may be able to assist you in terms of the
involvement, observations, estimates et cetera of management investment schemes.

CHAIR—Thank you, Minister. Senator Milne, you were halfway through your question.
Senator MILNE—I just want to hear from the department.

Dr O’ Connell—Chair, perhaps | could help focus the discussion a little bit in terms of the
agricultural productivity improvements, which | think are what Senator Milne was asking
about, by asking Mr Glyde if he would explain ABARE's analysis of what we see as the
productivity drivers.

Senator HEFFERNAN—Is this the mob that say oil is going to be $46 a barrel ?
Dr O’Connell—I think we will cometo that |ater, Senator.

Mr Glyde—We have been for quite a number of years doing some work that 1ooks at—
from our farm survey data—what factors seem to distinguish a more productive farm from a
less productive farm. In doing that work, we have found that there are a number of factors.
They are things like farm size—the bigger the farm, the more efficient and productive they
are—the level of education of the farm manager and operator; access to technologies; access
to R&D, as Mr Mortimer mentioned earlier on; access to capital; and the efficiency with
which they use water. They are all factors that drive productivity on the farm. We can give
you, if you like, the detail of the work we have done on that. In addition to that, Senator—as
you have been, | think, pointing out—the efficiency of markets on which the farm sector
relies is also very critical to the productivity performance of Australian farms: the efficiency
of the transport sector; the efficiency of the other infrastructure at getting product out of this
country and overseas, the efficiency with which we allocate water in this country. All of those
things will aso help improve the productivity, if you like, and the level of production that
comes out of Australia as Australian agriculture.

Senator MILNE—When you talk about measuring productivity of a farm, you are not
distinguishing between food and plantation crops, are you? Or do you?

Mr Glyde—That information is based on our broadacre farm survey. It is looking at
broadacre farming; it is not looking at forestry in terms of the drivers of productivity.

Senator HEFFERNAN—Every Australian farmer would not have to do a thesis to come
up with what you have just said. It is obvious to a farmer that that is the problem—but 1 am
pleased to see you have got it down.

Mr Glyde—Excellent. With respect, Senator, the issue that we are actually struggling with
is. what is the relative contribution of all those factors? What are the things that the
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government and the industry should be investing in to get the biggest bang for their buck in
terms of productivity growth? The problems you have alluded to in terms of food security
around the world are going to be solved through increasing the productivity of farmers around
the world.

Senator HEFFERNAN—I will tell you what the answer is. a non-corrupted market.
Obviousdly, if there are market opportunities, farmers will adapt as they have with zero tillage,
which is areally good example—a 21-inch rainfall with zero tillage. You can now do at 21-
inch rainfall what you did at 18-inch rainfall.

Mr Glyde—Exactly. That is where research and development and the transmission of the
results of that transfer of technology—not just within but outside of Australia, to the
developing world—is really quite a critical long-run part of solving problems to do with food
shortages around the world.

Senator MILNE—I understand that. You can measure the productivity from your
broadacre farms with a shrinking acreage or a shrinking hectareage of your broadacre farms.
That is my point. | accept what you are saying about improved education, research and
development, and so on, but if you have less and less productive land to be measuring it from
then you are not really answering what | am talking about. | am talking about taking out of
food production by artificially changing the economics of the viability of investing in
plantations. That iswhat | am talking about. | have looked all across north-west Tasmania and
that is what has occurred. | do not know about some of the areas that Senator Heffernan has
talked about but, needless to say, it is the same. It is the artificial changing of the economics
of it that bothers me, because no amount of your working on the productivity is going to alter
that. The concern | have is that it is not just with the Managed Investment Schemes. We are
about to introduce another scheme on top of that with unlimited capacity to take more land
out of agriculture.

Also in relation to this: do you have any talks with people involved in urban planning, for
example? As your cities sprawl, you get more and more land on the edges of the cities, which
potentially could be food producing but are being taken out of the market because of high real
estate prices. There is much higher potential for real estate than for food. Is there any
discussion, anywhere, about limiting the growth of citiesto maintain land for agriculture?

Mr Glyde—All | can really do is comment in terms of the work that ABARE has donein
relation to this. We certainly have not been in discussion with any urban land managers, or
state or local governments, in relation to that. | would observe a point that you will no doubt
discuss when we come to oil prices: with higher world commodity prices, there is a stronger
incentive for and ability for farmers to purchase land, to put in crops and to get the benefits of
those higher prices. If we are entering a period where agricultural prices are going to be
high—and over the last 30 or 40 years the trend has been for real agricultural prices, in our
terms of trade, to fall—then we might be in a different circumstance at that stage. | am not
seeking to dispute your point in relation to the incentives for the forestry sector. That is a
matter of government policy and we really cannot comment on that. The fact that the
government has chosen to encourage the development of plantation estates is a matter of

policy.
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Senator Sherry—Senator Milne, | can think of examples such as the wine industry, which
in the past has had structured incentives, quite deliberatdly, to encourage the growth of that
industry. You mentioned a number of others. It is not just forestry that has received
encouragement via a range of mechanisms. There are other industries that have had not
identical but similar assistance.

Senator MILNE—I am not disputing that. | am just talking about the food versus fibre—
in this case—argument in terms of where we are going on food security. The point | am
making is that, if you are going to have a climate adaptation division and do R and D on
climate adaptation, you have this issue that it will be much cheaper for coal-fired power
stations to invest in land and water rights for plantations to try and offset their emissions than
it will be to capture those emissions at the power station and invest in CCS—if it ever works.
So there is a huge incentive here to meet an emissions trading system requirement by taking
land out of food production, and nobody anywhere seems to be looking at a whole-of-
government approach that looks at a variety of issues. Yes, for those coal-fired companies that
is one mechanism, but what is it going to do to the price of food and, in the long term, to
ecosystems?

Mr Quinlivan—Senator, there are quite a few assumptions you are making there about
policy decisions not yet made about the emissions trading scheme. The government has not
yet decided on the inclusion of agriculture and forestry in that scheme or on the terms and
conditions under which they might participate in a scheme. So it is not at all clear that the
incentives for land use change that you are suggesting in the statement you have just made
will turn out to be correct.

Senator MI1LNE—With respect, they will, because the coal-fired power stations will be
captured by the scheme. We have | egidation before the Senate next time we sit to give offsets
for those companies. Soit is not hypothetical; it isreal.

Mr Quinlivan—No, | am sorry. It is hypothetical, because there have been no policy
decisons that make those offsets available to those dectricity generators. Those are
decisions—

Senator MILNE—The legislation to do so is before the Senate.

Mr Quinlivan—The government has not made the policy decisions to do that yet. The
legislation has not yet been drafted to implement the ETS, so you are forecasting policy
decisions that have not been made.

Senator MILNE—Well, wewill discussit next year, after it has happened.

Mr Quinlivan—When the time comes. The conversation at the moment about those policy
mattersisreally, as you know, for the Department of Climate Change in any case.

Senator MILNE—I urge a whole-of-government approach to this issue of maintaining a
level playing field so that people producing food have a fair chance to maintain their food
production.

Dr O’Connell—I should emphasise, Senator, that the development of the emissions
trading scheme policy is absolutely happening on a whole-of-government basis. There is a
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very clear whole-of-government approach, including a cabinet subcommittee working on the
issue. So all the issues that are being raised are being considered in thisissue.

Senator MI1LNE—So why are we proceeding with legislation to give those offsets to coal-
fired power stations before we have had that other debate, then?

Dr O’ Connell—I think that Mr Quinlivan has said that the design features of the emissions
trading scheme still have not been settled, and what can count as offsets for that has not been
settled yet.

Senator ADAM S—I would like to ask questions on the red meat stocktake program, so |
need the meat person here.

Dr O’Connell—That is Meat and Livestock Australia, | think.

CHAIR—Be€fore we call Meat and Livestock Australia, are there any other questions for
the food and agriculture officers?

Senator McGAURAN—I want to get a handle on the horticultural budget. Is that in this
section? | would like to see overall what cuts from established programs the horticultural
industry has suffered.

Mr Mortimer—I do not think there have been any cutsin horticultural programs that | am
aware of.

Senator McGAURAN—Good. The department and the industry work together to develop
Vision 2020 and several other projects. They areall still in play?

Mr Mortimer—That is right. The Vision 2020 project continues. That is being run by
Horticulture Australia Ltd, and it islooking to wrap up later this calendar year. There has been
no cut to that funding.

Senator McGAURAN—I do not know whether this is in the 2020 project but there are
seven projectsidentified in ‘ taking stock and setting directions'.

Mr Mortimer—I think you are talking about the work of the Australian Vegetable Industry
Development Group. There has been no reduction in the funding for that set of activities. That

program will wind up at the end of this financial year—by 30 June. It is expecting to complete
itsprojects. As| said, it will be using its funding almost fully.

Senator McGAURAN—The department provides the secretariat for the Grocery Industry
Code Administration Committee and funds the mediation services?

Mr Mortimer—Yes. There has been no reduction in the funding for that activity.

Senator McGAURAN—Just to be sure to tick the box: has the government continued the
funding towards the summer fruit marketing development campaign?

Mr Mortimer—That was a specific project for which funding was available. The full
amount of that funding was provided and there has not been any reduction in that. Essentially,
the previous government settled the contract for the delivery of that project, and that will be
finalised as per the contract.

Senator McGAURAN—That is good news. Where would | find the global budget for the
horticultural sector?
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Mr Mortimer—There is no global budget within the budget documentation. That is
essentially because the budget documentation specifies the separate elements of that, and you
have picked just about all of them out. For example, the work of the section in the department
that deals with horticulture is embedded in broad departmental running costs. You mentioned
funding for the grocery code. You have also mentioned specific project programs which arein
train. Otherwise the key funding for horticulture is provided through the levies that are raised
from industry with the matching for the appropriate R& D, which is provided to Horticulture
Australia Ltd. That is a considerable amount and that in itself is probably the single greatest
contribution of funding for horticultural industry issues.

Senator Sherry—And there have been no reductions in that?
Mr Mortimer—No.

Senator Sherry—I think we have established that your assertion is wrong, Senator
McGauran. There are no cuts.

Senator McGAURAN—I do not think | made that assertion—for once.
Senator Sherry—Yesyoudid. You said, ‘let'slook for the cuts,” | think.
Senator McGAURAN—We can go back to the Hansard.

Senator Sherry—Yes, we can go back to the Hansard. We have certainly established that
there have been no cutsin horticulture.

Senator McGAURAN—I actually entered this particular discussion—whatever | am
accused of prior to this—with an open mind, and goodwill for that matter. Now you are
claiming that | immediately assume that there were cuts. You can't blame meiif | did; | mean,
every other agricultural department has been slashed, and the care that this government does
happen to give the agricultural sector both in its trade arrangements and its line-by-line
funding—

Senator Sherry—Do you have any more questions for horticulture?

Senator McGAURAN—However, as | say, in the horticultural area | entered the debate
with an open mind. And what do you know? | find that previous programs have been
maintained. For this, | congratul ate the government.

Senator Sherry—Thank you very much. | am glad | got that on the record.

Senator McGAURAN—What about the horticultural code of conduct? Is this an area we
should open discussion on?

Mr Mortimer—The horticultural code of conduct still remains in place but you would be
awarethat it is being reviewed as part of the government’s review of grocery prices.

Senator McGAURAN—Has the industry approached you with regard to changes to the
horticultural code of conduct?

Mr Mortimer—Not at this stage but they may well have made submissions to the ACCC
as part of itsinquiry into the operation of the code.

Senator McGAURAN—Is the government undertaking a review of the horticultural code
of conduct?
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Mr Mortimer—Yes, the government has set up a broad review of grocery pricing and one
of the terms of reference of that was a specific inquiry into the operation and effectiveness of
the horticultural code of conduct.

Senator HEFFERNAN—K eep Woollies and Colesin—

Senator McGAURAN—While we are on that, what was the reason Woolworths and Coles
were not included initially?

Mr M ortimer—It was a decision of the government at the time.
Senator McGAURAN—That'siit?
Mr Mortimer—I cannot say any more; government made a decision.

Senator McGAURAN—There was good reason; we can perhaps have that discussion in
the party room.

Senator Sherry—That was the previous government.

Senator McGAURAN—Yes. It was a rhetorical question. | know why; it was for good
reason.

Senator Sherry—Why ask then?
Senator McGAURAN—I was trying to get it on the record from the department.

Senator HEFFERNAN—The only way you get everything done is to have democracy
work.

Senator McGAURAN—There has not been much time between the last estimates and this
time, but Senator O’ Brien asked for a chart on the number of complaints per state at the last
estimates.

Mr Mortimer—Yes.

Senator McGAURAN—Can | have an update on that?

Mr Mortimer—Yes, | am happy to do that.

Senator McGAURAN—It probably will not vary much. That isall. Thank you.

CHAIR—As there are no more questions for food and agriculture, | thank the officers. |
call the Grains Research and Devel opment Corporation.

[11.42 am]
Grains Research and Development Cor por ation
CHAIR—I welcome the officers from the Grains Research and Devel opment Corporation.

Senator ADAM S—Firstly, | would like to discuss the issues involved with the Wheat
Industry Expert Group’s recommendation to the minister. Would you comment on those as far
as your agency is concerned, seeing that the industry good fell on your shoulders.

Mr Reading—As you know, the Wheat Industry Expert Group has just recently released
its report. There were a number of relevant matters to the GRDC. The first was relating to
research and devel opment, and we were very pleased with the comments they made in terms
of the contributions that research and development have made to the Australian grains
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industry over many years, in partnership with industry and government. We were obviously
pleased with that comment. They certainly suggested that that arrangement continue into the
future. The second comment was in relation to the wheat classification. As you know, wheat
classification was one of the functions performed by AWBI as part of their operations. The
recommendation is that GRDC should assume that function going forward. We have been in
previous discussions with AWBI about a transition and we are just awaiting directions from
the minister in terms of that report, and then we will put those positions in place. The plan is
that for the remainder of this year we will keep the exact arrangements as they are. We will
take over the funding from 1 July. In the time between June and December we will put
arrangements in place so the process can be done effectively over the next couple of years.

Senator ADAM S—So you will be able to continue from 1 July?

Mr Reading—Correct. The existing arrangements will be in place until December and
then we will have new arrangements in place for the following year.

Senator ADAM S—The other issue is on the levy that the growers pay. Who actually sets
the levy?

Mr Perrett—The levy is set by the minister. It is recommended to the minister by the
Grains Council of Australia. They go through a consultative process with the Grains Research
and Development Corporation, and hopefully they would accept our recommendations
generally. It goes through a consultative process where they will question where the levy
needs to be, and then they will make that recommendation to the minister.

Senator ADAM S—Isit set every year? When would it be reviewed?

Mr Perrett—A recommendation should have gone to the minister, or will be going to the
minister very shortly, from the Grains Council.

Senator ADAM S—It isreviewed each year, then—annually?
Mr Perrett—Yes.

Senator ADAMS—I note, just looking at the budget papers, that you have had quite a
considerable increase, of $16.8 million over the 2007-08 budget for 2008-09. As far as that
goes—with your other duties that may come your way—does that suffice or will you require
more funding?

Mr Perrett—That will suffice. What the Grains Research and Development Corporation
has done over the last couple of years, when the corporation’s income has been quite severely
impacted by the drought, is to eat into the reserves that the Grains Research and Development
Corporation has put away in the better times, and that has enabled us to maintain a level of
research and development funding which maintains the capacity that has been built up,
predominantly within Australia, in that research and development capacity. Last season, with
the winter crop just gone, we were fortunate that at the end of the year prices rallied very
strongly, which had a favourable impact on the income that we will receive, and aso the
production turned out to be a little bit better than some of the worst and most pessimistic
forecasts around that November period. We crept up, probably, about a million tonnes on the
estimation at that stage, and that has been a help. We aso had, in northern New South Wales
and Queendand—which are summer grain-growing areas—a very substantial dryland
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summer crop this year, which was predominantly sorghum. It was a record crop, and that has
also been abig help.

Senator ADAM S—With the forecast for this coming season, hopefully it will continue to
rainin Western Australia.

Mr Perrett—Yes.

Senator ADAM S—I have had constituents coming to me who are concerned about the
cost of the levy—and the fact that things are looking really good for your agency—as to
whether it may be reduced.

Mr Perrett—At this stage, our belief is that a one per cent levy—which is where it has
been for quite some time—is sufficient but certainly not excessive. What we have seen in the
past is the ability, when we have had some better times, for those reserves to go upwardsto a
level which, at one stage, was questioned by many. But we have seen through the two years of
drought that it was very prudent to have that level of reserves, because what happens in
research and development is that you build up a level of capacity amongst the scientific
community and other service providers. If you start to pull your funds and move that level up
and down, you can impact on the capacity that is out there. So the reserves policy has served
the industry very well.

At this stage, our forecasts are based on a 26 million tonne wheat crop this coming year. If
that is achieved, then our reserves will come back up to a satisfactory level but one within the
range that the corporation has set to be arelevant level of reserves. That is set between 40 and
70—

Mr Reading—Forty and 70 per cent of the following year's commitments. Most of our
commitments are aroll at three years, so we try to maintain the reserves at between 40 and 70
per cent of the next year’s commitments.

Senator ADAM S—The reason that my constituents were asking, of course, is due to the
fact of the increased costs of fertiliser and chemicals. They have just gone through the roof.
Thelevy till staysthe same, and yet their actual margins have markedly decreased.

Mr Perrett—As a farmer | can understand their viewpoint, especially where we saw that
very high lift in prices last year. You would think you were paying a lot of levies. But | know
that there are a lot of growers—certainly in central and southern New South Wales—who
wish that they had been able to pay some levy last year, because their crops failed. That is the
beauty of the system: if you do not get production then you are not contributing, but those
who do gain from good levels of production do contribute. Thankfully there was some good
production in Western Australia last year, and hopefully there will be significantly more this
year, especially given that the start that | know the north-eastern wheat bdt has had this
year—for the first time for a couple of years—is very promising. We are certainly watching
that. We will make recommendations each year based on our estimates of our expenditure and
of what we believe a prudent level of those reserves is in case we get a downturn. Certainly
this year, on the eastern coast at the moment, we may start to revise the level of production
down—certainly of wheat—in the very near future if we do not get a break very soon,
because it is quite disastrous in many areas of Queensland and New South Wales.
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Senator ADAM S—It is just that, as | said, the costs are rising. Are the production costs
taken into consideration? Do you take any of that into consideration with your research?

Mr Perrett—A lot of our research is based on lifting productivity but also minimising
costs. There are some interesting projects that may be of assistance in that regard in the future.
Certainly the work that has been done over the last 10 years in farming systems has led to a
reduction in the costs faced by farmersin their farming systems. The classic examples are the
no-tills. There has been a lot of work with farming groups, looking at better fertiliser use,
better use of chemicals and so forth. So it is about trying to limit the costs. It is not just about
productivity going up and up; it is about your total factor productivity and making sure that
there is a reasonable balance there so that profitability is maintained so that you can continue
that productivity into the future.

Senator ADAM S—Of course, with Western Australia being far more reliant on fertiliser
than the eastern states, thisis our problem: the margins are definitely diminished despite what
they are actually going to produce.

Mr Reading—A lot of the work we are doing in Western Australia on precision agriculture
and yield mapping is very much about maximising the inputs and minimising the costs.
Certainly some of the leading work we are doing isin Western Australiain that area.

Senator NASH—Gentlemen, | will just take you to the PBS. It might make it a bit easier.
One of your priorities for 2008-09 includes, under the climate change category, ‘ developing
more resilient grain varieties . Can you just take us through what is happening with that, who
isdoing it and what processes arein place?

Mr Reading—Specifically, with grain varieties, we have a number of investments. We are
spending probably about $4 million in the area of looking at genetics and understanding
abiotic stress—that is, water stress, salinity and frost. It is a very difficult one to crack—it is
controlled by multiple genes and other things—but we have got together all the people
involved in what we call ‘prebreeding’ around Australia. They are understanding the
mechanisms, how they define ‘drought’ and what they should be targeting in terms of genes
and traits. That is work at the genetic level locally. We are also doing a lot of work overseas.
We have excellent relations with CIMMY T in Mexico and ICARDA in Syria. We are looking
at bringing in access to germ plasm, where a lot of the varieties originated and where thereiis,
hopefully, a lot of inherent drought tolerance. We are getting access to that germ plasm,
bringing it in and working it into our own varieties. But the genetic side of it is longer term.
Obviously we are doing a lot in terms of the production side and farming systems as well,
looking at what makes up water use efficiency and making sure that we are getting those
traits. Our drought-tolerant trait would be worth something like $250 million, so thereisalot
of research going on in that area at the moment.

Senator NASH—How do you come to that figure?

Mr Reading—What we have done—and this is one of the things that was of interest in the
previous discussions on total factor productivity—is a lot of work on analysing what drives
total factor productivity inthe grains area.

Senator NASH—Did you get an answer?

RURAL AND REGIONAL AFFAIRSAND TRANSPORT



Tuesday, 27 May 2008 Senate RRA&T 47

Mr Reading—Sorry?
Senator NASH—Do not worry.

Mr Reading—The comments made by Phillip Glyde were in terms of those principal
areas. You will see our objectivesin the PBS. We say that we are going to target a one per cent
per annum yield increase or whatever, or a percentage target increase in water use efficiency.
You can then target that through what that would mean in terms of yield, what it would mean
in terms of reduction of costs and what that isin value, and then take it up. We are doing a lot
of work with ABARE at the moment to be able to take that up to total factor productivity,
because we believeit is one of the key drivers.

Senator NASH—With thisidea of getting plants that have greater water use efficiency, do
you think you are getting somewhere?

Mr Reading—In the 1980s the water use efficiency of the plants was about 30 per cent. If
we had had a similar drought to what we had in the 1980s in 2006, our total production in
Australia would have been 3% million tonnes. We produced 10%2 million tonnes. Water use
efficiency at the moment is currently running between 58 and 60 per cent. Ideally, we would
like to get that target higher, and the way you do it is by a combination of genetics and
farming systems.

Senator NASH—Are you attributing that change—from what it would have been to what
it actually was—to research and development and things that had been done in farming
systems as well asto looking at research into varieties?

Mr Reading—It is a combination of farming practices and genetics. Yes, it has. One of the
biggest drivers has been the adoption of minimum tillage, which has really increased. For
example, South Australia—where Senator Adams comes from—

Mr Perrett—It isWestern Australia.
Mr Reading—Sorry, Senator Adams. | was getting ahead of myself.

Senator NASH—How could anyone not know that Senator Adams comes from Western
Australia?

Mr Reading—I was being very conscious—
Senator NASH—Try to get it right.

Mr Reading—If we go back about 10 years, seven million tonnes was a good crop in
Western Australia. Today a good crop, given rain, is 15 million tonnes. The biggest change to
that is the adoption of minimum tillage, which enables growers to plant on the opening rain.

Senator NASH—Given what you are saying about minimum tillage, is it something that
the government should be more aware of in developing, perhaps, assistance programs for
those farmers who want to move to minimum tillage or better minimum tillage given the
impact on the environment? Is what type of assistance could be given something that
government should be looking very carefully into?

Mr Perrett—One of the things that we look at is why farmers are not adopting some of the
practices. Obviously, one of those limiting factors is cost—the cost of moving across to
different machinery requirements to be able to utilise those systems. Certainly, on the
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knowledge base, we do as much as we can to build the capacity for the knowledge of the
producers to make sure that they are aware of the systems that are in place. | think we spend
about five per cent of our budget on communications now.

Mr Reading—It is higher than that—six per cent. Total validation and adoption is about 20
per cent. To add to that, the government, through its investment in GRDC, has been a major
driver not only of the development of minimum tillage but in promul gating the adoption. You
may have seen a report by Julian Cribb in the Australian several months ago. He was
concerned about the frustration of the uptake of R&D, but he specifically mentioned GRDC
as a notabl e exception which spends 20 per cent of its budget on validation and adoption.

Senator NASH—In all the work that you are doing, there is the issue that you guys—I do
not mean you two particularly; | mean your organisation—can do all the work under the sun
but, when you come up with an opportunity for something that is going to improve farming
practices, it is not taken up by farmers purely for a financial reason, particularly at the end of
six or seven years of drought. Is it something that government should be looking at more
closely in terms of assisting with moving that information that you have managed to glean
and gain into a practical sense so farmers can actually adopt these practices?

Mr Perrett—We would welcome anything which assists producers to utilise better
technol ogies and innovate better.

Senator NASH—Isthat ayes, Mr Perrett?
Mr Perrett—It depends on what the case would be.

Mr Reading—There are three things that drive a grower’s adoption of technology. Firstly,
they have to be aware that the technology exists. Secondly, they have to have the tools and
capacity to be able to adopt that technology. Thirdly, they have to have the motivation.

Senator NASH—On all this work you are doing in greater water use efficiency, once you
actually arrive at nirvana—or wherever we end up—and once you get results, make progress
and have these findings, how do you actually trand ate those to farmers for their knowledge?

Mr Reading—There are a number of delivery channels that we take that through. Twenty
years ago the principal delivery channel was big farmers and the department’s agricultural
extension officers. They are still very important, but now we have the whole different range of
delivery channels that has devel oped—the development of private consultants, agribusiness
and all of those. What we do—through adviser updates, our publications, Ground Cover et
cetera—istotell the deliverers, as well asthe deliverees, what the information is and what the
benefits are to them in terms of their farming practices, and to put it in ways and terms they
can adopt. For example, farmers older than 50 prefer their information in the written form.
Farmers under 35 want it on the internet. |n between we have a mixture. It istwo things. First,
even when you start doing the bottom line research you are doing things and understanding
what growers need to be aware of and what their tools are, so you start it at that end. Thenit is
packaging it and delivering it through those various delivery channels to the different levels of
growers. You have the early adopters, the mid adopters, the late adopters and the laggards.
You package those in various ways to get that message through.
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Senator NASH—I had it raised with me awhile ago that the state DPIs used to do a | ot of
research into plant varieties and that kind of thing. Their view was that that had obviously
decreased and yet the GRDC has taken an increasing role in that plant variety type of
research. Isthat a correct assumption?

Mr Perrett—Well, yes. There has been a steady decline in the amount of direct funding
that the state governments have put into research over a number of years. Some people would
argue it is because we have been stepping up. | think we have been stepping up to the mark as
a research and development corporation because we have seen a shortfall there. We are
talking about quite along time frame here—just little cuts all the time. So the private sector or
the R&D corporation has stepped in and changed the way things are done. So we are hopeful
that in the future, though, we will maintain that level of funding. Some very good work is
being done—Peter is doing work—to make sure we get very efficient use of the funding
which comes out of the states. | do not know whether Mr Reading wishes to go down that
path further.

Mr Reading—I will pick up a point Senator Milne made earlier. One of the things that we
believe is very critical going forward is to have a national approach to research and
development. We are very close, along with a number of RDCs, to devel oping a national plan
for RD&E that really breaks it down in terms of the roles the states play, GRDC plays, the
universities play and CSIRO plays. That will involve total commitment and ongoing
commitment in terms of funding and in terms of spending money outside jurisdictions—
capacity and infrastructure investments. | think to really increase productivity, one of the key
things we do is devel oping what we call the sectoral plans. In grains RD& E we are very close
toit.

Senator NASH—Your role has increased, from what you were saying there. Do you think
it has happened partly out of necessity because there has not been the state funding to the
DPI?

Mr Perrett—It has happened out of necessity and peopl e seeing the future and seeing what
has to happen.

Senator NASH—That iswhy | only said ‘ partly’. One of the things that is raised—I have
raised it before with Mr Reading—is some of the concern people have about their levies
going through to your joint ventures with private enterprise. They end up being hit with EPRs.
Thereisasimplistic view, held rightly or wrongly, that is held out there. So people are kind of
doing a bit of this comparison. The levies used to go to the DPI. They would do the work. It
would come back and they would get the benefit. Now it isjust all alittle more convoluted for
them. So | guess on that issue, on average, how much levy money goes into joint ventures
with private enterprise as a percentage of the levy money that you get? Is that a fair question?

Mr Reading—Actually, | answered that question, | think, last time and | was a little
incorrect. We have three or four joint ventures. | will just give you the details of those. By
way of background, our strategy has four elements to it. Firstly, coordinate and facilitate a
national approach to grains R&D. That is one of the key elements of a strategy for an RDC
corporation. Secondly, make sure we are meeting Australian government priorities. Thirdly,
make sure we have income leveraging expenditure so we get more bang for the buck. That
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involves working with other government programs. It also works with private capital, where
necessary. Fourthly, to make sure that all R&D is market driven.

We enter invest in private companies purely because we bdieve that by utilising mainly
their expertise and their technology it provides an opportunity to bring that technology to our
growers quicker. We have a joint venture with Limagrain out of France on developing high
MLOs wheat for Australia. This is about market value adding. So we have one with them. We
have also got one with Philom Bios out of Canada. Australia over many years has devel oped,
| think, pseudomonas or actinomyces. They free up phosphate that is locked up in the soil. We
had devel oped the bugs but we did not have the technology. We did ajoint venture with them.
They get areturn on their investment. Rather than having the technology sitting on the shelf,
we have something that will be available to farmers. One of the critical things they are facing
is high fertiliser prices. If we can work out a mechanism to free up phosphate in the sail, that
would be a benefit. Soitisawin-win. That iswhat it isabout. It is not about multinationals. It
is about going into a strategic relationship that brings benefit.

Senator NASH—ADbsolutely. Thank you. | appreciate your gentle reminder that | probably
asked that last time. | probably asked it the time before and | will probably ask it again next
time, so thank you for bearing with me. In output group 2, one of the objectivesisto develop
a path to market for genetically modified crops. Which crops and what have you done
previously? When you talk about develop a path to market, is this something new or is this
work you have been doing already?

Mr Reading—A path to market is one of our core strategies for our varieties' lines of
business. What we believe is that over time farmers will need to have access to GM
technology. If we look at the adoption of GM around the world, | think there are 114 million-
odd hectares grown. Over 10 million farmers are growing it. Its rate of growth is very
substantial. We believe that growers in Australia will need to have access to that technol ogy.
So we believe there needs to be a path to market, because if thereis no path to market, no-one
is going to invest in the technol ogy. We have been involved through the Single Vision process
and through others in bringing industry together to try to have a common approach. We are
very pleased that we did that. We have 29 signatures on a piece of paper saying that we are
ready to handle GM canola. We believe we should do it in a very monitored way so that we
make sure the segregation issues et cetera are handled.

Look at the traits that are now coming along through the GM—not so much in Australia
because in Australia the initial traits are at the production end in Roundup Ready canola et
cetera. Overseas now they are working on traits for water- use efficiency, nitrogen-use
efficiency and double insecticide resistance. Picking up on Senator Scullion's comments
about food security, if we are going to be able to produce productively in the world going
forward, we are going to have access toit.

Senator NASH—I want to go back to the beginning. Have you done much work on this?
Is this something you are planning on doing? Have you done a lot of work in terms of
developing a path to market? | guess what | am asking isif you have already done some work,
are you finding many closed doors or much pushback from some of those countries saying,
‘No, actually, we don’t want GM?
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Mr Reading—No. In terms of answering parts of that question, we spend about $6 million
ayear on GM related issues, mainly around gene technologies et cetera. We were involved in
that process—in the grains industry, getting people to agree on anything is a major
advancement—by bringing people together in terms of the path to market for GM. We
certainly will be surveying growers. We have surveyed growers before in terms of what their
attitudes were and what their attitudes will be past that. We also talked to the markets in terms
of what their views are on GM canola. Our bhiggest export market for canola is Japan. The
biggest user of GM canola in the world is the Japanese market. It is interesting that Japan has
just now started importing GM corn because of the price differential between non-GM and
GM. So those discussions are going on.

Senator NASH—When you talk about the attitude of growers, what work have you done
around that and what sort of percentages are you seeing? What sort of feedback are you
getting?

Mr Reading—We survey our growers every two years. The last time we surveyed them
two years ago—

Senator NASH—How many growers would you have?

Mr Reading—It is all done by statistical analysis. We survey about 1,201 growers, | think
itis, or tothat effect. | do not know where the extra one comes from, but that isin the process.

Senator NASH—Point five!

Mr Reading—When we surveyed them in 2006, we said, ‘What do you want us to be
working on? The two biggest issued that moved up was GM related technol ogies and on-farm
storage, which was probably related to the upcoming deregulation of wheat marketing. So
they were tdlling us pretty strongly. They are getting a little more nervous as it is coming on
the market now because obviously the anti-GMers are out there pretty heavily in force at the
moment. But the growers want usto invest init. That is what they tell us. We are doing things
like having GM in our national variety trials this year so growers will be able to see how they
perform. We are actually funding growers to come and visit from other states. Western
Australia will help with funds for growers to come across and actually look at GM to see how
it goes. We try to keep them updated through our Ground Cover and other publications on the
technol ogy—about the pros and the cons and how it can be handled through a segregation
system. Soitisjust trying to be upfront with them.

Senator NASH—It is very interesting. Along with all of that, | assume you have
discussions a ong these lines with the chemical companies aswell?

Mr Reading—In relation to what?

Senator NASH—In relation to the use of herbicides and things on GM crops, getting that
perspectivein all of this. Do you discuss that with them at all?

Mr Reading—We have an action plan. Coming out of the Single Vision document, we
have an action list, which everyone is using. Obviously a lot of the role of the chemical
companies is in the accreditation courses. | forget how many growers have been through the
accreditation course now that it is run by the companies. We have been involved in the
devel opment of processes and protocals for handling GM through the system. We are making
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sure that every part is doing their part. Obviously if the companies have not done the training,
that will put at risk the segregation. So we make sure they are doing their part. We have
discussions with them, either through Agrifood Awareness or directly, to make sure they are
doing their bit. The bit we do is to make sure the evaluation trials are in place and people can
see how it goes. At the end of the year we are also going to survey growers who grew canola
to get their viewpoint on how it went. So it is everyone. As | said, we have 29 signatures on a
document saying that we can do this, and that is what we are trying to do.

Senator NASH—It is really very interesting. | have one more question on GM. | want to
have a GM versus non-GM sort of discussion. Do you believe we can actually segregate? Do
you believe we could actually have non-GM and GM in the country?

Mr Perrett—The industry believes we can.

Mr Reading—We are very happy to send a copy of the document to the committee. All the
players came together, be they the bulk handling side, the marketing side or the processing
side, and said, ‘We think we can do it." It was interesting reading a study out of Europe
recently. You know what Europeis like on the whole area of GM.

Senator NASH—I am assuming you have included just the basic transport side in that?

Mr Reading—Correct. That is in it. Again, | am very happy to send a copy to the
committee which goes through all the protocols and processes for each stage in the supply
chain that needs to be addressed. But this study in Europe—Europe are pretty paranoid about
GM, or have been—says that the biggest risk with canola in terms of segregation issues or
cross-contamination issues is either pollen to pollen transfer or volunteers. They are the things
you have to watch. A recent study in Europe suggested that you should not grow canola next
to another canola field, door-by-door, or in the same field. That is normal segregation
practice. Australia already segregates canola. We have juncea canola and we have low-erucic
or high-erucic acid canola, which we segregate now through the chain. It says as long as the
whole areais not more than 50 per cent of an area being grown, segregation can work through
silos and good farming practices.

Senator NASH—That is before good farming practices because they are not guaranteed.

Mr Reading—That isright. This year, less than one per cent of GM canolawill be planted.
In three years, say, when it is up to 20 per cent, if GM canola is working, segregation will
become less of an issue. On the other hand, if it is not working, it will not be an issue because
growerswill not useit. So we think we can handleit.

Senator NASH—That is good. Thanks, gentlemen. It might be easy to suggest a briefing
to the committee from GRDC at some point. | think that would be very useful in terms of the
bigger issue of food security and all the things they have touched on today with research. |
think it would be very interesting.

ACTING CHAIR (Senator Siewert)—I agree with you. The secretariat can note that we
can talk about the timing of that at our next private meeting. Senator Nash, have you finished?

Senator NASH—Yes, | have.

Senator ADAM S—Have you done any research on the cost and availability of GM canola
seed?
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Mr Perrett—For GM canola seed, there is limited availability. Only one company has put
seed forward this year. We believe a second company will have seed available next year. It
was very limited. That was probably an advantage to the industry. It gave us an opportunity to
manage a smaller area of GM canola this year and have alook at it and see how it works and
make sure the supply chain works before we have an expansion.

Senator ADAM S—Asfar astrials go, what states are actually having trials this year?

Mr Perrett—New South Wales and Victoria. Queensland is not a canola growing area, so
it was available there. The two states involved are the only two states which have lifted their
moratorium, so that enabled those full-scale commercial plantings to go ahead.

Senator ADAM S—Thank you.

Mr Reading—I will add to that. There were actually three types of farming and only one
gene, though, which is the Roundup Ready gene. In terms of trials, | amjust trying to find the
exact number here. | think we have five trials in New South Wales and three trials in Victoria.
They will have the Roundup Ready ones next to TT canola, the IMI-resistant canola and the
conventional canola.

Senator ADAM S—And how wide apart are they? What have you done with them?

Mr Reading—We have, | think, 560 national variety trials across Australia, but that isright
across other crops. They are done by a statistical program. But they will be well-
represented—I am not sure where the exact areas are—in the Victorian area and the New
South Wales area. So you will be able to get a different genetic by geographical type of split.

Senator ADAM S—The most contentious issue is just how far apart these trials and the
normal canolais asfar astrying to prove that nothing can get between them.

Mr Reading—All the analysts that do the biometrics—how you set these up, where you
set them up—have advised that that should give us a pretty good spread of the performance
relative to the other varieties.

Senator ADAM S—Coming from a state, of course, that has got just about World War 111
going on with GM, it is quiteinteresting. So | will certainly be interested in the results.

Mr Perrett—Yes.

Senator O’'BRIEN—In terms of the work GRDC is doing in the context of exceptionally
high fertiliser prices—and, of course, there is your comment about unlocking phosphorus in
the soil—this committee has recently taken some evidence about organic fertiliser options.
What work is GRDC doing with regard to alternatives to the chemical fertiliser options for
Australian growers?

Mr Reading—I will just have to take the question on notice on the specific amount, if |
can do that. We have always |ooked at various options in terms of what can be utilised. Some
of it has been in terms of organic carbon and the levels going back into the soil. We are also
doing work on split applications of fertilisers. In terms of the organic number, | will take that
on notice, if that is possible.

Senator O’'BRIEN—I encourage you to look at the Hansard of the recent—
Mr Reading—I will do that.
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Senator O’BRIEN—inquiry into fertiliser because the evidence we received indicated that
the proponent had great difficulty in getting finance and support. On the face of it, it seemed
an eminently fundable proposition. In the context of a suggestion in evidence that the price of
that alternative was about one-sixth of current levels of certain chemical fertilisers, at least a
blend, it seemed to have massive potential for investment to benefit Australian growers and,
indeed, internationally. | am also interested in your—

ACTING CHAIR—I have just been reminded that we are not supposed to ask questionsin
estimates that relate to a Senate select committee. Senator Heffernan was reminded about that
in the Senate Standing Committee on Legal and Constitutional Affairs yesterday. In due
fairness, | should remind you that we cannot do that.

Senator O’ BRIEN—Thanks for the reminder.
ACTING CHAIR—I suggest that we ask the select committee to call GRDC.

Senator O'BRIEN—You certainly can. | thought | was framing the questions all around it
without being right on it. | was referring the witnesses to evidence that was taken in that
inquiry. In terms of agricultural productivity—clearly your evidence today again emphasises
the dramatic improvement in productivity with grains that has been achieved through research
by GRDC—and the discussion of genetically modified crops and opportunities there, can you
give us some idea of how those developments in productivity and the genetically modified
options will assist in expanding profitability options for growers in those more marginal parts
of the country, such as the northern part of Western Australia’s wheat belt, for example?

Mr Reading—Yes. When we | ook at the factors that contribute to total factor productivity,
there are about five or six of them that are the key drivers from the grains perspective. Fillip
Glyde touched on some of them. There are certainly the farming practices. There are
improved crop varieties. There is the use of farm chemicals. There is farm machinery, farm
size and growers' knowledge. They are the major factors that drive total productivity. We have
various agro-ecological areas, of which the wheat belt in Western Australia is one. We
understand what the drivers are there that impact. We are actually doing some work with
ABARE and the Department of Agriculture and Food in Western Australia. We are doing
specific regional studies on what are the major factors that contribute to it in that particular
area. A lot of the work in Western Australia is on the very broadacre hostile soils, precision
agriculture, minimising the inputs, better work on climate forecasting—because it is so
dependent on when the rain comes—and building up more or less agro-ecological
productivity zones, and understanding what the key drivers are there. So certainly alot of the
work in terms of what we call the hostile soils, very broadacre, is in Western Australia,
whereas in some of the other intensive areas they are different contributors. Each of them
contributes differently.

So | guess the answer is trying to understand in those agro-ecological zones what are the
key factors and how you can influence them, be they, for example, subsoil constraints or
whatever, building up a case and then targeting the R& D to deliver that in those areas. So |
guess it is breaking it down into the agro-ecological zones, working out the key drivers in
each of those zones and then targeting the R& D for that, particularly the D& E. The R is much
more national, but the D&E islocal.
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Senator O'BRIEN—AnNd in terms of GM in those contexts?

Mr Reading—Well, we believe going forward that GM is going to be one of the answers.
It is a solution. | refer to a comment Tony Burke made; it is one of the solutions. Certainly
from the initial work on GM the first traits that are coming through are the production ones.
That is the herbicide tolerant ones. We are hoping there is work being done now on some of
the others—certainly nitrogen use efficiency, water use efficiencies, drought tolerance and, a
big issue in some areas of Western Australia, saline tolerance. That is why we are sayingitisa
key part of our strategy. We have to have a path to market for GM technol ogy because to deny
growers access to that technology puts us behind if we are going to maintain being a global
leader in grains.

Mr Perrett—We were over in the north-eastern wheat belt of Western Australia a couple
of months ago. Probably the number one priority that growers asked us for was a GM lupin to
be able to manage some of the weed resistance problems they have there. Weed problems are
amajor limiting factor in their farming systems at the moment. So that is something that we
certainly have to look at. But for them to grow that, there has to be a market for that product
aswell. There has to be legidation in the state which allows them to grow those crops as well.
But it wasthe No. 1 issue.

Senator O'BRIEN—I have been given to understand that the regimen, for example, for
GM canola would allow a better use of the moisture profile if the crop can be put in upon the
rains and then sprayed after the crop occurs. That seemed to me to be the logical response to
the climate challenges that are being faced in those regions.

Mr Reading—Correct, yes. Absolutely.

Senator O’ BRIEN—In terms of the involvement of GRDC with chemical and agriculture
companies, how does GRDC's funding model work in that regard? In other words, is GRDC
involved in joint research or research funded by bodies connected with those sectors?

Mr Reading—As | mentioned in response to Senator Nash's question, we have four
strategies: coordinating and facilitating a national approach, Australian government priorities,
leveraging and market driven R&D. Potential investment with private capital comes into
those last two. As | mentioned, we do it when we believe that having a co-investment will
bring that technology to Australian growers more quickly or better than we could by
ourselves. For example, | mentioned Philom Bios, where we had devel oped the bugs. We did
not have the carrier, so we came into a relationship. Our driver was that the technology be
available to the growers. That is what we do it for. It isjust like working with another body. It
isjust saying: what are the reasons you go into this for? What is the understanding? Our aim
out of it isto get the access to the technology more quickly or more efficiently than we could
otherwise.

Senator O’BRIEN—Of course, there is the potential that you become partially captured to
the commercial purposes of the funder.

Mr Reading—We get that criticism quite often. But if your strategy is right when you go
into it and everyone understands what the expectation is, you can avoid that. You are there for
a clearly defined reason, a clearly defined benefit for the party. That is what you stick to and
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that is how it ends. It does not mean you get trapped into more and more of those investments.
Itis purely strategically where it makes sense.

Senator O'BRIEN—So being involved with a fertiliser company would not inhibit you
dealing with an alternative fertiliser option?

Mr Reading—It would not limit us at all.
Senator O'BRIEN—I look forward to discussing that further with you at another inquiry.

Mr Reading—It was brought to my attention when we were asked a question on the
nutrient side. We are at the moment doing a whole study with all the players—the scientists,
the fertiliser companies and grower groups—and really going through and looking at all the
information that has been developed over the many years on fertilisers and nutrients to see if
there is stuff we have not done right or we could do better and more effectively. But having a
whole of industry approach again | think hel ps solve the total problem. | do not think it can be
done in isolation. If you do it together, you have a better chance of delivering an outcome.
That iswhat we all want at the end of the day.

Senator O’BRIEN—I look forward to further discussions.
CHAIR—Are there any other questions to the GRDC?

Senator McGAURAN—You mentioned in your discussions with the farmers the two
priorities and that they relate to you. One of them was on-farm storage pending new wheat
marketing arrangements. What does that entail you to carry out?

Mr Reading—There are a number work functions we do. On-farm storage is, firstly,
evaluating some of the newer tools. For example, we now have silo bags. They look like big
sausages that farmers have. We have helped some of the development work on that and are
working with the companies et cetera. That is one element. Obvioudly, as farmers do on-farm
storage, insect control becomes a much bigger problem in terms of how they handle it. Grain
contamination is a major issue, so we are doing work there and working with companies in
terms of the on-farm use of chemicals. Phosphene has been a big player. It is a great aid to
Australian industry, but we now have resistance to phosphene so we have to manage that very
carefully.

Senator McGAURAN—How does that relate to on-farm storage?

Mr Reading—You cannot have on-farm storage if you have inspect pests that are eating it.
So it is giving them the technol ogy to enable them to use on-farm storage.

Senator McGAURAN—Okay. And those sausage bags, excuse my ignorance, but is that
another Australian first?

Mr Reading—No. It was brought in from overseas.

Mr Perrett—I think Canada, or it might have even been South America. An Australian
company has done a lot of work further developing that storage technology. They have been a
leader in improving that technol ogy.

Senator McGAURAN—With regard to supporting trials and new varieties, have you been
involved in the new hybrid wheat import from the US that is being planted? | am reading
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from an article. It is planted at Cowra, west of Sydney, or will be planted there. It is a new
miracle variety.

Mr Perrett—That is not the perennial wheat, isit?

Mr Reading—No. There is a hybrid wheat coming. There is perennial and there are
hybrids.

Senator McGAURAN—Perennial.

Mr Reading—We are not directly involved in that, no.

Senator McGAURAN—Who is?

Mr Reading—I think it is being done by one of the private breeding companies.

Senator McGAURAN—Do you know anything about it? Is it a new miracle strain that
will solve all our problems?

Mr Perrett—I do not think it has been in our variety trials as yet.

Mr Reading—I do not think so. There has been a lot of discussion for many years about
hybrid wheat. A lot of work was done in Tamworth trying to develop hybrid wheats for
Australia. They have not been all that successful. But obviously if there is a technology that
someone is cracking, we should be trying to get access to it. So we will watch with interest
the outcome.

Senator McGAURAN—That isall.

Senator HEFFERNAN—I want to ask a question about where we, the Commonwealth,
and you, the agency, are up to promoting the possibility of GM production in northern
Australia? Obviously the Western Australian government had an electoral commitment to no
GM prior to the dection. The Northern Territory government basically has a ban on farming,
not just cotton. Everyoneis sick of hearing me talk about the food task force. If we cannot get
on with that, where are we up to in terms of you félas trying to influence these governments
and the electorate at large about the benefits in certainly those more typical areas where it just
will not work without GM? What are we doing about it?

Mr Reading—WEell, the crops we are involved with at the moment are temperate crops. We
are keen to see GM canola be the first one to get a path to market. We bélieve that once we
have a path to market for GM canola, that will encourage path to market for some which
could be suitable for the northern area. Obviously corn would be an example. But the work
we are doing at the moment is primarily in the winter cereals and canola.

We are hopeful that if we can get canola on to the market in a way that meets the sanitary
requirements et cetera and get market acceptance for that, that will then open the path to
market for work such as on GM corn, which would be more suitable for the northern areas.
GM cottonis a crop that would be ultimately suitable for the north. What killed cotton before
was the—

Senator HEFFERNAN—Obvioudly, as Mr Perrett would know, 7,000 hectares these days
with the benefit of GM technology is a viable area for a gin. There are lots of areas up there
that would be suited to a mosaic devel opment type application. Senator Milne heard me talk
earlier this morning about taking bloody land out of production for some junketed tax bloody
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deduction. With regard to the influence of GM, have you blokes looked at the link in the
business plan of people like Monsanto to the chemical regime? Thisis all about not only tying
up the chemical but global market power. | accept that the GM canola thing has been a
difficult path. | accept that | am a critic of the reverse legal onus on the non-GM grower in the
event of a contamination event. | think that is bloody stupid.

ACTING CHAIR—Very silly.

Senator HEFFERNAN—Yes, very silly. | wonder whether you are familiar with the
glyphosate problem associated with Roundup Ready crops that are GM. Are you aware that
these crops are not tolerant to generic glyphosate?

Mr Perrett—They utilise a different compound in the Roundup Ready cotton. | am well
aware of that.

Senator HEFFERNAN—This will be a little adventure. | technically should not go down
this path. It will be a great revelation to al Australians in due course through the select
committee.

Mr Perrett—We will look forward toit. Thank you.

ACTING CHAIR—Have you been doing work on weeds devel oping tolerance under the
GE cropping scenario?

Mr Reading—We are doing a lot of work on weed tolerance in general. Firstly, | think we
spend about $4 million a year on weeds and weeds related research. Western Australia is one
of the lead areas here in terms of herbicide resistance. There is herbicide resistance to a wide
variety of chemicals in most of the groups. Glyphosate is certainly one of them. But if you
look at, for example, why, it is understanding each of the areas and where the resistanceis an
issue. The big issue at the moment, for example, in canolain Western Australiais radish. The
only way around radish in the short term would be a GM canola. It might give you athree—

Senator HEFFERNAN—K:ill thelot?

Mr Reading—No. It will not kill the canola. It will kill all the radish. That does not take
away from the problem that there is resistance coming to glyphosate now. What we are trying
to do with all the herbicide groups, be they the phenoxys or dinitroanilines or all of those, isto
try and make sure we can manage the resistance. There are no new miracle chemicals coming
out, so it istrying to understand and use those chemicals in away. Now certainly you have to
be aware of it. We certainly track part of the overall herbicide resistance. A big worry is that
we now have glyphosate resistance in barnyard grass in northern New South Wales. That is a
worry.

Senator HEFFERNAN—So should this be associated with the instruction of farmers and
the education of farmers through the requirement of a chemical usersticket before you use the
stuff?

Mr Reading—We are involved in alot of those farmers education programs. We are doing
alot of work with weeds in terms of the number of booklets we put out on herbicides—how
to use them and how to use them effectively. It is almost catch-up where the insecticides were
20-odd years ago. No-one ever thought that a herbicide would be resistant, but they are. So it
is about good farm practice. It is rotation of your crops. Rotation of crops plays a big factor.
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You can manage out some of the herbicide resistant weeds. So it isan overall farming systems
approach. That is what we are pushing very strongly. We are also working with chemical
companies on getting off-label registration and changing registrations that were not there now
with new weeds et cetera. So it is an overall farming systems approach. You never beat it
because nature will always get on top of you. But you try to work with it and understand it.

ACTING CHAIR—Can you tell me if you are actually doing specific work focused on
GE crops versus non-GE crops in terms of herbicide resistance?

Mr Reading—Let me take that on notice. | am just trying to remember what the integrated
wheat package does and whether it has GM in it. Certainly we will be evaluating that in the
national variety trials in terms of how they perform. But | do not know if they will be sprayed
with glyphosate or not. | do not know.

ACTING CHAIR—Because that is an issue that has been reported from overseas—
increasing herbicide resistance under GE crops is escalating. If you could provide us with
information on that—what work you are doing, if any, to evaluate the difference between GE
and non-GE crops—it would be appreciated.

Mr Perrett—A lot of our resistance built up before we had GE crops. Our first one is
canola.

ACTING CHAIR—I appreciate that. It is an issue that is there and | want to know
whether it has actually been examined.

Mr Perrett—Wewill look into it.

ACTING CHAIR—While claims are made that herbicide use is reduced under GE crops,
there is also evidence from overseas that in fact that is not the case with some crops. | have
just heard Senator Heffernan make an interjection, which | will ignore. Could you provide us
with any work that you have done on that.

Senator HEFFERNAN—What | mean is you were right.

ACTING CHAIR—Heisimplying | was right, which is a change. If you could provide us
with any work, that would be appreciated too. Has anybody else got any other questions for
GRDC? Get away while the going is good!

[12.37 pm]|
Meat and Livestock Australia

Senator ADAM S—My question is with regard to the decision not to fund the red meat
stocktake program. Who do | speak to about that?

Mr Murnane—l might take that one. My understanding is that that was a funding
application submitted under the previous government's Agriculture Advancing Australia
program. The project had not been contracted on the change of government. The decision of
the incoming government was that projects that had not been contracted would not be
proceeded with because that suite of programs had been earmarked to not continue. So the
funds would be freed up for new initiatives.

Senator ADAMS—So it is very like Regional Partnerships—the same principle: if the
contract was not signed, despite the fact it had been approved, it did not go on?
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Mr Murnane—That is correct. That was the principle.

Senator HEFFERNAN—Do you think there will be any—

ACTING CHAIR—Wait your turn!

Senator O'BRIEN—You can reach him, Madam Chair. You deal with him.

Senator ADAM S—Given the increasing production costs, including fertiliser and diesel,
this means that beef and sheep producers in Australia are rapidly becoming unable to sustain
their farmlands. In Western Australia, we have an $877 million daughter industry. Is this
decision going to be reviewed or the funding reinstated for a like program?

Mr Murnane—There are new funding programs to assist farmers to deal with the broad
question of climate change. They would probably be best pursued with Natural Resource
Management Division.

Senator ADAM S—So they would cover what | have asked?

Mr Mortimer—Essentially, | think it isfair to say this particular program has come to an
end so that project application is no longer on the table. | would not expect that it would be
reviewed in its current form. If the industry were to develop a similar proposal that might be
eigible for funding from another program, that is another matter. But | really cannot comment
onit.

Senator ADAM S—So there are other programs available at the moment, not in two years?

Mr Palmer—We continue to hear about all sorts of supply chain impediments in Western
Australia. We continue to hear about all sorts of disruptions to the marketing of products—
meat and livestock—blockages in abattoirs and other such things. We understand the status
that the stocktake proposal now enjoys. We have actually approached one of our directorsin
Western Australia who is now working with the WA meat authority in devising the terms of
reference that really go to the heart of a very objective study into the supply chain
impediments, real or imagined, in Western Australia. If they come up with a proposition and
some funds from the west, we are going to prepare to look at it in Meat and Livestock
Australia because we think it is a study that needs to be done. The issue of all the implied or
inferred impediments in Western Australia does not seem to go away. So the stocktake
proposal, as previously identified, in our view, has merit. If Western Australia can stump up
with some money, we will help on our side.

Senator ADAM S—Thank you.

Senator SCULLION—I have one short question. | will ask Meat and Livestock to
comment. Mr Mortimer, in response to a question on food security | had a little while ago,
you said in the context of food security, ‘ The answer lies largely in our investment in R&D.’
While we have MLA here, CSIRO decided to shut their tropical beef research centre in
Rockhampton. With 27 people and a huge corporate history in the area, what sort of impact do
you think that will have on our capacity to increase beef production and use the very best
animal husbandry practices and cutting edge research? What impact do you think that will
actually have on the beef industry?
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Mr Mortimer—In terms of that particular facility, | am not in a situation to give any
advice. | do not know what the focus of its R&D activities were and whether they were
being—

Senator SCULLION—It wastropical beef.

Mr Mortimer—I think it isbest if | do not proffer any advice on that.

Senator SCULLION—Perhaps MLA might be able to talk about it.

Dr O’Connell—I think, again, MLA will be able to assist.

Mr Palmer—What | can say is that the budget announcement is a little early for us to
understand the full effects. CSIRO's head of livestock industry is actually going to meet with
us on Thursday this week. We hope to be able to quantify what the full effects of it al mean.
So | am happy to take the question on, but we really will not know the answers until Thursday
at the earliest.

Senator SCUL L1ON—Perhaps you could just focus your question on them. Has CSIRO
done any assessment of what will be the consequences of closing a research centre?

Mr Palmer—I agree. | understand.

Senator SCULLION—Thank you.

Senator IAN MACDONALD—Madam Acting Chair, can | just go back to Mr Phillips?
ACTING CHAIR—You actually want to go back? Have we still got those officers here?
Senator IAN MACDONALD—Mr Phillips.

Mr Mortimer—No. Mr Phillips is responsible for wheat and sugar industry issues. | am
happy to take those questions to the best of my ability, if you like.

Senator IAN MACDONALD—They are related to sugar.

ACTING CHAIR—We will go back to that after we have answered Senator McGauran's
questions.

Senator McGAURAN—I am quite aware that rural politics would even make Canberra
palitics blush most of the time, not from time to time. Nevertheless, a group called the
Australian Beef Association has been critical of the MLA. They make the broad statement that
the MLA was of more use to the supermarkets than the producers. Putting that aside, they do
make one interesting seemingly good point that the MLA did not think to make a submission
tothe ACCC’sinquiry into supermarket prices. Why was that?

Mr Palmer—I might ask one of my colleagues to add to this. | preface by saying that
supplying submissions to inquiries is not necessarily the be-all and end-all to the inquiry.
MLA has actually provided an enormous amount of factual data on prices received and prices
paid, retail prices and trends and movements over a number of months and years. That has all
been furnished to other advocates—the National Farmers Federation, to mention one—and
others, who have used our data. | notice that some of the inquiries coming out previously on
this matter have made liberal reference to MLA data. So we saw ourselves in this area as a
provider of raw factual data which advocates, both agri-political and otherwise, could use to
furnishintheir own submissions.
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Senator McGAURAN—BUt you are an advocate too, aren't you?

Mr Palmer—We are not a lobby group. A part of our charter isto work collaboratively and
cooperatively alongside all members of the supply chain and, in this case, the retail chain. We
work very hard alongside major supermarkets and all retailers of meat to be new and
innovative and do new ways of retailing and to make the product as exciting and dynamic as
wethinkitis.

Senator McGAURAN—I would have thought your mission statement, if we went to your
annual report, would say that you are primarily, if not solely, the representative of the
producer.

Mr Palmer—We are a producer funded company.
Senator McGAURAN—Indeed.

Mr Palmer—Our mission is to work in partnership with industry and government. But,
yes, our levy baseis funded primarily by producer levies.

Senator McGAURAN—So your work is for the producers, not for every person along the
chain. Itis for the producer.

Mr Palmer—Yes, it is for the producer. But in order to effect the best price for producers,
we need to work collaboratively and constructively with all players of the supply and retail
chain.

Senator McGAURAN—BuUt you are an advocate for the producer. You are not a lobby
group, if you want to put it in those terms. You are certainly an advocate for the producer
funded by the producer. So your conclusions should be of worth to the producer.

Mr Palmer—I understand the question. But | am trying to make a distinction between a
lobby group and an advocacy. We are an advocate for the producer. We are an advocate for
industry returns and profitability. But we are not alobby group.

Mr Hansen—We certainly have foremost at our heart the livestock producers who pay our
levies and, in particular, the 45,000 members we have that are registered with us and pay their
levies. | guess our premise in this area of marketing is that value for those producers starts at
the consumer level with consumer expenditure on their products, with consumers buying their
products on a more regular basis and for higher prices. That is where value flows in this
supply chain, and the dollar value flows back down. In terms of how that share of consumer
dollarsis spread across that supply chain, not only have we got the current ACCC inquiry in
place, which you have been referencing, but you would also be well aware that the previous
government and the previous agricultural minister asked the ACCC to look at the retail
pricing of beef both at the supermarket level and at the farm gate level. That report was
completed early in 2007 by the ACCC. That was a report in which we furnished considerable
information that we collect weekly and daily at saleyards across the country, at wholesale
markets and across butcher shops around the country. It formed a large component of the
evidence used in their assessmentsin their 2007 report.

We took the view that this latest ACCC inquiry was one in which they were looking for
commercial operators involved in the supply chains they were investigating to come forward.
We aobviously do not sdl or buy any livestock or meat. Hence, we provided that same
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empirical data to the industry lobby groups for them to take forward in their submissions. But
it primarily relied on the commercial operators in those supply chains in their presentation of
evidence to the ACCC.

Senator McGAURAN—WEl, you have made your judgement. But on first blush, prima
facie, | would say you have made the wrong judgement. | know this government is going to
exhaust everyone with their inquiries, commissions, summits and committees and whatever
else. But that does not mean you have to be inquired out. Every time it comes up, you have to
be there to represent the producer, whether it is repetitive or not. You are quite right: the last
government issued a meat specific inquiry just on this particular matter and came to its
conclusions. But that does not mean you should not be there for this one either. | think that
that is a bad judgement. You are only playing into the hands of the so-called rebd group. Mr
Palmer’s opening statement was that you are there for everyone. But now we have established
you are not. You are there for the producer. So | point that out, that your answer to my
question about why you have not put a submission is not convincing. The question is then:
with all that material that you have got, all those figures and statistics, what is your conclusion
to them? What is the conclusion?

Mr Hansen—I think we would rely on the conclusion that came from the ACCC's
interrogation of that data that is less than a year old at this point in time. That concludes that
there is enough competition at both the farm gate and at the retail counter to encourage
competition in this marketplace. Having said that, though, all we are doing is providing the
empirical evidence to the government’'s watchdog in this area and relying on their
investigation and their conclusions that they put forward in mid-2007.

Senator McGAURAN—Is that probably why you did not put up your own submission—
because that is your conclusion?

Mr Hansen—More broadly, | think this inquiry was looking for those commercial
operators involved in the financial trade and engagement with the major retailers. We have
heard numerous times in the media debate from the ACCC that they are encouraging those
commercial operators involved in the trade to come forward to the inquiry and make
submissions. We felt that that was the appropriate level of player that should be coming
forward to the table to provide evidence. Instead, we provided the evidence, which was an
update of that which had been provided less than six months prior to the ACCC for their
specific meat inquiry, to the industry lobby groups for them to form a whole-of-agriculture
approach under the NFF.

Senator McGAURAN—Has anyone got any more questions on that particular point?
Senator HUTCHINS—I have.
Senator McGAURAN—I want to come back on another point.

Senator HUT CHINS—We have a number of inquiries being set up by the Senate. They
are committee inquiries. You have put in a submission to the meat substitution inquiry. Is that
correct?

Mr Hansen—The meat marketing inquiry, yes.
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Senator HUTCHINS—I thought you may have. | do not know if you have this
information available, but what amount of your producers stock goes through the
supermarket chains? Do you have that available?

Mr Thomason—Yes, we do. Of total red meat consumption in Australia, about 30 per cent
of it would be through food service. Of the remaining 70 per cent that goes through retail,
about 30 per cent of it goes through retail butchers and the remaining 70 per cent goes
through supermarkets, both the two majors as well as independents. So about half of the beef
consumed in Australia passes through the supermarkets.

Senator HUTCHINS—I have only just joined this committee. What type of meat do your
producers pay alevy on? Goat?

Mr Thomason—It is beef, lamb, sheep, goat, veal, mutton.
Mr Hansen—Just about everything.
Mr Thomason—A transaction levy on the sale of cattle, sheep and lamb.

Senator HUTCHINS—ANd you no doubt have a percentage of people who pay the
levies—what group they arein. Isit 85 per cent beef or 70 per cent beef?

Mr Thomason—The total levy income is about 70 per cent from beef producers and 30
per cent from sheep producers. Goat isavery small proportion.

Senator HUTCHINS—AnNd do you have figures, not necessarily now, for the amount of,
say, beef that goes through the supermarket chains as opposed to lamb as opposed to veal as
opposed to mutton?

Mr Thomason—Yes, we do.

Senator HUTCHINS—If you could supply them to me or the committee, that would be
appreciated.

Mr Thomason—We can do that.

Senator IAN MACDONALD—Talking about goats brings it to mind. How is the goat
industry going? They had a bit of arough patch, didn’t they?

Mr Palmer—Firstly, | think goats are Australia's best kept secret. We produce a modest
20,000 tonnes a year. We are exporting about 18,000 of that. Australia pretty much owns the
US import market. We are the world's largest exporter by a factor of four. If we were alittle
more structured at this end, | think we would perhaps take some of the bumps out of the
supply and, therefore, pricing. But there are some exciting prospects in North America and
Taiwan and elsewhere. The industry at the moment appears to be a combination of hunter
gatherers and small boutique operations.

Senator IAN MACDONAL D—I am very familiar with the operation at Charleville. They
were having trouble getting workers out there. When we tried to help them, we were blocked
by the then opposition. Are you able to answer how they are off for workers at the moment?

Mr Palmer—I am only familiar, as we all are, with what | have heard in the press.
Charleville is no different from a number of meat plants around Australia which have
struggled with adeguate labour. All sorts of measures through government and other sources
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have kicked in and helped with that overall labour shortage. | understand Charleville is a
recipient of those measures.

Senator IAN MACDONALD—You mentioned sorting it out or improving it at this end.
What did you mean by this end?

Mr Palmer—I just think the supply of goat meat is a bit sporadic. It tends to come in
waves. | just think from a supply and demand situation that if we could smooth out supply a
little, we might have less valatility in some of the pricing that | get to hear aboui.

Senator IAN MACDONALD—It rings a bell that they were having troubl e apart from the
labour shortages. Had prices nosedived or something, or were the transport costs a problem?
Doesthat ring a bell?

Mr Palmer—No. | cannot give you specific pricing. | know it got down to about $1.40 a
kilo. Of course, transport is a huge issue because they come vast distances. We have works at
Charleville and Wodonga and another at Geraldton; they are the main ones. | think there
might be a chain at Wallangarra. But they do come vast distances, and transport is going to be
a huge matter currently. | think prices have come off a bit, but | just cannot quote you today
what they are.

Senator IAN MACDONALD—AnNd the fud prices certainly would not be helping from
Charleville to the ports. And you are right; they tell me they can sell everything they can
produce at reasonable prices in America. Are there ways we should be looking at trying to
build the industry for not only the good of those involved but for the good of Australia as
well? Does MLA have views on that or plans?

Mr Palmer—Yes. Early last year we produced and launched a large manual called Going
into goats, which has been hugely successful. It was very popular. That is sort of alayman's
guide to the goat industry. It just presents a lot of opportunity if you are in the right country
and have a view to branching into goats. | am not able to tell you what the take-up has been.
But the seminars that have been held in this area have been enormously popular. | know the
manual has been distributed far and wide. So | think people are looking at it as just another
adjunct they might consider in their enterprise.

Senator AN MACDONALD—It is an exciting industry. If you ever run short of
feedstock, you could recommend that they come to Canberra

CHAIR—Senator Macdonald, it is one o' clock. Do you have any further questions?

Senator IAN MACDONALD—Not on that. | want to ask a couple of short questions
about sugar.

CHAIR—It is one o'clock. Are we finished with Meat and Livestock Australia? Does
anyone have any other questions? We will bring you back after lunch rather than impose on
the staff’s lunch break.

Senator NASH—I want to make a very short statement just before we go to lunch while
the departmental people are here. | appreciate it was late when we were discussing the Chile
FTA last night. Obvioudly it is not up on Hansard yet so we cannot actually look at the
comments made by the department. Today the minister has announced the free trade
agreement with Chile. | appreciate that you could not pre-empt what the minister was going to

RURAL AND REGIONAL AFFAIRSAND TRANSPORT



RRA&T 66 Senate Tuesday, 27 May 2008

do today. It would have been a bit more helpful if you could have given an indication last
night that things were a bit more imminent.

Dr O’Connell—We are not able to pre-empt a ministerial statement, | am afraid, even on
timing. We do not have atime limit on that.

CHAIR—It has gone past one o' clock. We will all be back after lunch at two o' clock on
the dot. Thank you.

Proceedings suspended from 1.01 pm to 2.00 pm
CHAIR—Questions to Meat and Livestock Australia. Senator McGauran?

Senator McGAURAN—Can you outline the budgetary outlay and the program for your
domestic marketing/advertising program?

Mr Thomason—Our domestic marketing program is of the order of $28 million to $29
million in the current year and it covers off addressing what we call the five drivers of
consumer demand for red meat. The most important is enjoyment. ‘We are food. People eat us
because we taste good,” and therefore quality improvement is an ongoing challenge for us,
and atask. But so too is reminding people just how enjoyable a beef meal or alamb meal can
be. Campaigns such as our Sam K ekovich promotion around Australia—

Senator McGAURAN—A very good one, may | say.
Mr Thomason—Our ‘Kids love beef’ promotion.
Senator McGAURAN—Which oneisthat?

Mr Thomason—Kids love beef. They are examples of how we are helping to just remind
people of the enjoyment of a beef meal. The second driver of demand is nutrition, because it
is a staple in the diet. Red meat is a very important contributor of key nutrients as part of a
balanced diet. We invest funds in human nutrition research with universities and other
research institutes, such as the CSIRO and Women's and Children's Hospital in Addlaide, et
cetera, undertaking research studies to better understand the role that red meat plays in a
healthy diet. We then take the results of that work and communicate that with health
professions, including GPs, dieticians and nutritionists, and also take those messages to the
consumer through again our advertising campaigns. Our singing butchers campaign of several
years ago was an example of that. Our current campaign is based around the story of
evol ution featuring Sam Neill. You may be familiar with that.

Senator McGAURAN—The story of evolution?

Mr Thomason—The role that red meat has played in the development of mankind over
three million years.

Senator McGAURAN—I have not seen it. Have you seen it?
Senator SCULLION—No. But | get the theme anyway.
Senator McGAURAN—When did it commence?

Mr Thomason—That commenced in 2006. | am certainly happy to send a copy of the
campaign to you.
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Senator McGAURAN—We will look out for it. We all know the Sam Kekovich. Are you
keeping the Sam Kekovich on with the new marketing ventures?

Mr Thomason—It has been a very successful phase in our lamb campaign. | might say it
is only one part of our lamb campaign that we just focus on Australia Day. There is a lot of
other important, in fact possibly more important, lamb work that we do, particularly in spring.
Our current commercial there is ‘Falling in Lamb’, where we parody the launch of a new
movie, a love story, and of course it is al around the love of lamb, which has proven again
very effective in the community.

Senator HEFFERNAN—Is there some sort of danger as Mr Hansen just went through in
Sydney?

Mr Thomason—We do achieve a certain impact with our campaigns.

Senator McGAURAN—Indeed.

Mr Thomason—They are the public faces of what we do. Equally important, though, is
the work that we do behind the scenes. Another driver is one that we call convenience;
hel ping make red meat easy to buy and easy to prepare. Thisis alot of the work that we then
do with retailers, both supermarkets and independent butchers and food service operators. We
have a Raising Standards program where we seek to support those retailers that are wanting to
lift their standardsin terms of the quality of the product that they are selling, the way that they
are trimming and presenting and packaging the product, the way that they are merchandising
and promoting the product, and particularly for retail butchers the levels of service that they
are providing their customers. | think that has been one of the proudest components of the
work that we have done to date.

Our fourth driver is integrity. Consumers need to be reassured that the meat they are
purchasing has been produced in safe, responsible and sustainable ways. Therefore, we need
communication around building an understanding of how meat is produced. The majority of
people in our cities have not ever been on to a working farm and, therefore, they are
vulnerable to misinformation or misguided information about how that food is produced. We
see a significant role in helping people understand that. Farm Day, just this weekend, is an
example of where we want to get city people and city families out on to working farms.
Around 500 families got out on to farms this weekend that would not otherwise have done
that.

Senator McGAURAN—Across Australia?
Mr Thomason—Yes.

Senator HEFFERNAN—Will you explain to them when you do that that lamb at the
present time is worth about $3.40 to $3.80 a kilo on the hook, and when you go into the
butcher’s shop and it is $59.99 a kilo for arack of lamb at Double Bay, that is not the farmer’s
fault? | do not know what we are going to do about it and | do not know what you can do
about it.

CHAIR—When do you shop in Double Bay?
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Senator HEFFERNAN—I will tell you what it is. It is $59.99 at Double Bay. It is $49.99
at D-Js Food Hall. It is $39.99 at the Westfield Bondi Junction. It is $29.99 in Burwood
Road. And it is about $21.00 in Wagga, $21 to $28. It is $3.40 hanging on the hook.

Mr Thomason—We are not involved in the commercial operations of the meat industry,
but we are aware that the ACCC inquiry into competition and pricing in the meat industry of
February of last year found that there was effective competition at all levels in the chain and
that prices were reasonable. There will always be disparities between movements in livestock
prices and movements in retail prices, but | think over time you find that it generally evens
out.

Senator HEFFERNAN—Are you trying to pull my leg?

Mr Thomason—No. | am certainly not.

Senator HEFFERNAN—It never evens out. Every year it gets worse.

CHAIR—In all fairness, Senator Heffernan—

Senator HEFFERNAN—It might be a bit out of your territory.

CHAIR—Inall fairnessto MLA, | think that is beyond this round of Senate estimates.

Senator HEFFERNAN—With your indulgence, | applaud the lamb campaign; | think it is
fantastic. | would never argue with Sam Kekovich about lamb. As you know, we have aerted
you fellows to a couple of other issues subject to another inquiry, but there is this growing
problem for Australia's farmers. As | have said many times, we are sick of getting it up the
back. All of the costs go backwards; all the profits go forward. A couple of weeks ago CBH
gave evidence that 2,500 farmers out if its 7,500 members could go out of business because of
increasein fertiliser and chemical costs.

CHAIR—I do not think that anyone would argue with you there, but for the purposes of
today’s estimates hearing | think it is beyond MLA.

Senator HEFFERNAN—Isiit?

CHAIR—I redlly think it is. Senator Heffernan, | do not think you are going to find much
argument there. In fact, you will probably get alot more support than you realise. But in terms
of questionsto the officials from the MLA, can we just link it directly to today’s program.

Senator McGAURAN—I will get back to my initial advertising promotion questions, but
| want to pick up on a point that Senator Heffernan made. He was not present for a discussion
we did have, and | think it would be worth repeating to him. Senator Heffernan is saying that
the price they are getting at the farm gate is ridiculously low compared to when it reaches the
supermarket shelf. Senator Heffernan would be interested to know MLA's conclusion is that it
isall fair and square. Could you explain to Senator Heffernan what you explained to me from
your own research? This will amaze Senator Heffernan.

Senator HEFFERNAN—NOo, it will not.

Senator McGAURAN—They are representatives of the producer. This is the amazing
thing.
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Senator HEFFERNAN—I know. | could be very succinct about this, but because there is
another inquiry and because what we are inquiring into has been going on for many years and
everyone has been ignoring it—

Senator MCGAURAN—I am agreeing with you. | want to get Senator Heffernan in on
this.

CHAIR—While we are all in agreement, there are other inquiries. This will be addressed
at other times and not today, and not here.

Senator HEFFERNAN—That iswhy | promised myself | would be quiet.
Senator McGAURAN—So it's not a Senate inquiry?

CHAIR—I am not going to get into a blue with you about a Senate inquiry. There are
certain inquiries going on and | would ask you to direct your questionsto the MLA while they
are here. We will not talk about other inquiries that are on the go.

Senator McGAURAN—I recommend Senator Heffernan read the Hansard. It will
surprise you.
Senator Sherry—\We have been waiting for questions—patiently.

Mr Hansen—Senator McGauran, what we said earlier was that the findings handed down
by the 2007 ACCC inquiry into meat prices—

Senator HEFFERNAN—The ACCC?

Mr Hansen—The ACCC inquiry into meat prices. We were asked what came out of that,
and we reported on the findings that came out of that, as opposed to any views that MLA
might hold.

Senator McGAURAN—NO, no.

Senator HEFFERNAN—That is true. | have to say for the sake of the record that the
ACCC is driven by all sorts of bureaucratic ineffectiveness; they have a statute of limitations
in what they can do and what they can reflect upon. | am very pleased that the MLA has taken
up the challenge of quality standard misrepresentation. Hopefully we will get to a point where
we can take up the cause in a meaningful way at a government level on accurate labelling—
dancing kangaroo, map of Australia, bottle of water, product of Australia that's actually
bottled in China. The same goes for vegies in Tasmania. When you take your city people out
to the farm, they need to understand the struggle that occurs to get the tucker onto the
supermarket shelf and that the price that it isthere at is as unexplainable as the price of fudl. |
was just talking to a fuel producer about the price of fuel. He has his own oil field in
Queensland and produces fuel. They need to understand that, despite all the pansy talk of the
ACCC, there is a lot of market manipulation between the abattoir unloading dock and the
supermarket shelf.

Mr Hansen—There are a lot of key messages they need to be informed of and hence our
investment in this area. If you want to talk about animal welfare groups in this country,
Australian farmers are the leading animal welfare group.

Senator HEFFERNAN—Hear, hear!

RURAL AND REGIONAL AFFAIRSAND TRANSPORT



RRA&T 70 Senate Tuesday, 27 May 2008

Mr Hansen—They are the ones that look after their livestock on a daily basis and take out
extra mortgages. Also, we can talk about the custodians of land and environmental
stewardship.

Senator HEFFERNAN—Mate, you are reading out of my bloody book.

CHAIR—You have read the Hansard well, Mr Hansen. Congratulations. You have
probably heard it eight or nine times already, but | will just bring senators back to why we are
here today. Senator McGauran?

Senator McGAURAN—MTr Hansen, just as a matter of clarification, did | not ask you
before in relation to that ACCC inquiry, with all the data and research that you submitted to
that inquiry and failed to submit to the present inquiry, what was MLA's conclusion, its own
conclusion? | am not talking about the ACCC's conclusion but your own conclusion. | have
the Hansard for me to re-read, if need be, but did | not hear that it was the MLA's conclusion
that the chain was efficient and the supermarket mark-ups were—you did not put it in these
words—fair? That the farmers are not—

Mr Hansen—No. What | intended to say before, and let me say it again to make sureiit is
clear, is that the ACCC passed judgement on the fairness and competition in the supply chain
and marketplace. MLA provided empirical evidence to enable them to reach their conclusions.
At no stage has MLA reached a conclusion or looked at and/or tried to make an assessment as
to whether it isafair and just spread of the consumer dollar through the supply chain.

Senator McGAURAN—I understand that you gave me a conclusion when | asked the
question. Hansard could well show that, that MLA have their own conclusion.

Mr Hansen—No, | can only say again that MLA does not have a conclusion on that.

Dr O’Connell—My recollection was that Mr Hansen simply accepted that ACCC was the
body that was making the assessment, and accepted that assessment.

Senator HEFFERNAN—Is that the same ACCC that thought it was a good idea to put
Incitec and Pivot together?

CHAIR—Senator Heffernan.

Senator HEFFERNAN—Would that be the same mob?
CHAIR—You do not need to worry about answering that.
Dr O'Connell—That isardli€f.

CHAIR—I think you have cleared the record for Senator McGauran's inquisition. Are
there any other questions of MLA?

Senator McGAURAN—I have not finished.
CHAIR—Senator McGauran, you have the call.

Senator McGAURAN—It has not cleared the record, Mr Chairman. Maybe in your mind
it cleared the record, but it certainly has not cleared the record in my mind.

CHAIR—Just put your questions to MLA. Senator McGauran, put your questionsto MLA
while they are here. You have the opportunity to get answers.
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Senator McGAURAN—You haveinspired us with your domestic marketing campaign. Of
the same nature, could you outline the international campaign?

Mr Thomason—We have offices in our mgjor export markets, those being Japan, Korea
and the United States. We have offices throughout South-East Asia, in Europe and in Brussels.
We have recently opened offices in China and we now have people based in Russia. The
nature of those activities ranges from early market development. This week a delegation of
Australian producers and exporters is in Russia, and they are being introduced to market
players within that market. It ranges from that early market development stage right through
more mature markets, such as Japan, where we have had a very long and successful
campaign. Australian beef is now equal with Japanese beef as the most consumed beef by
Japanese consumers. Aussie Beef has become an iconic brand within that market.

The sorts of things that we do in the more mature markets are more focused on working
with exporters and retailers in promotion of Australian beef and sheep meat, in running
particularly significant numbers of in-store demonstrations, giving people a taste for
Australian beef and convincing them to take home some to try it that night for dinner, as well
as issues management around market access, around any impediments to shipments, and
general brand awareness and promotion of Australian beef and lamb.

Senator McGAURAN—WHhat is the budget outlay?
Mr Thomason—The budget outlay there is of the order of $40 million-odd.
Senator McGAURAN—Is that an increase or decrease from the previous year?

Mr Thomason—It has increased as a result of the beef levy increase of two years ago, but
with the current drought conditions we are having to pull it back from current levels.

Mr Palmer—This year we will be reducing slightly but it will be more than compensated
by the exchange rates.

Senator McGAURAN—Has Australian penetration in the US lamb market shown growth?

Mr Palmer—Yes. Australian lamb into the United States in the last 12 years has pretty
much gone from zero to over 40,000 tonnes, worth something in excess of $350 million-odd.
North America has been a tremendous market. Unfortunately, Americans are stuck at one
pound per head per person, but Australia continues to grow its share of the market.

Senator McGAURAN—What marketing arrangements do we have in America?

Mr Palmer—Primarily we have producer levies teamed up with exporter programs and
importer programs where we might do a fifty-fifty in-store promotion in some of the leading
supermarkets in the United States—obviously those who stock Australian lamb. In-store
demonstrations have had terrific results in driving sales. That is the main part of it. Secondly,
we take out alot of space in trade magazines. But there is no classic consumer education like
you might see herein the Australian market. The USis a $1 trillion food business. We confine
ourselves to trade publications and in-store cooking demonstrations.

Senator McGAURAN—AnNd like the Japanese situation is it branded ‘ Aussie beef’ ?

Mr Palmer—Yes. Lamb in Americais pretty much entirely branded ‘ Australian’. Whereas
Japan is more around consumer marketing programs, in the United States it is more trade
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based and in-store demonstrations. But it is branded ‘ Australian lamb’. Most of it, | might say,
isall pre-packed and wrapped for retail display here in Australia and shipped accordingly.

Senator HEFFERNAN—What are the implications for our beef in Korea of the
Americans getting back in there? | realise there is an opening market in Russia.

Mr Palmer—The Americans have been out of Korea now for 54 months. None of us
dreamt it would take this long for some agreement to be reached. Even now that agreement
appears to have been reached there is still alot of community or consumer backlash, whichis
regrettable in a sense because it has a potentially collateral effect on all beef sales. But our
view, and certainly my view, is that America will not return to Korea anything like as strong
as they were when they left in 2003. Their herd in Americais static at about 95 million head.
Their human population growth is exploding. There are alot of Hispanics, Central Americans,
coming in, al of whom are big meat eaters. | think you will find, and we are finding, more
and more of their production will be consumed domestically. But there is a strong market for
boning short rib. The Korean market is the natural home for it from America. When stability
does return we expect them to be strong in a cut or two. But we do not envisage from the
Australian perspective having a significant loss in share, if there is aloss at all. In addition,
beef consumption in Korea and in Japan has dropped in the last four to five years, so we need
to win back that lost consumption.

Senator HEFFERNAN—I have to declare an interest; | have cattle. Why are fat cattle so
cheap now in Australia? They are as cheap as they have been for ages.

Mr Palmer—Thisis a personal view, from having been to a number of sales and talked to
people. Thereis not alot of confidence at the store cattle and the feeder cattle level. They are
purchasing purely on what they have in the paddock or what is in the hayshed or the silo. |
think this is reverberating on into the prime market. Then when you add the effect of
exchange rates and other such matters—| am as disappointed as anybody at the current state
of the store market particularly.

Senator HEFFERNAN—If you look at the trading, there is no money in cattle at the
moment.

Mr Palmer—Unfortunatdly, with the seasons the way they are and the numbers tipping up
particularly out of the north at the moment. In the 2006—

Senator HEFFERNAN—The Barkley Tableland.

Mr Palmer—In the 2006 drought we had a lot of cattle swinging to the north and now the
Barkley is coming the other way. The seasons are not working for us at al. As aresult, people
are buying on what they have got in the paddock, what they have got in the shed and are not
prepared to take a punt on next spring or a soft winter.

Senator HEFFERNAN—Does the MLA have a view of our handling of the BSE thing?

Mr Palmer—I think Australia should be well proud of its standing and its category, and |
think we should responsibly operate to that category. | think the measures we have taken here
over the years, going way back to 1998, with banning meat and bonemeal, banning a whole
lot of measures that have been proven in other parts of the world to be a causative transfer of
this BSE, the steps we have taken since 1998, the category that we enjoy through the world
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standing and our response to various market signals around the world | think is adequate and
appropriate, and the market responds accordingly.

Senator HEFFERNAN—ADbout 12 or 18 months ago, the United States attempted to get
agreement with Australia to allow importation of beef from a country that has or has had BSE,
which | figured at the time was an attempt to undermine us in Korea and Japan. Do you think
that we have taken a strong enough position? | would not like to ever think that Australia
would agree to that, because it would level our edge in the market for being, as you just said,
proud farmers with a very clean record and very good protocols. People who do not have our
status would love to even the playing field, would they not?

Mr Palmer—If | infer from that question that other producing nations would like to see us
reduced to their standing, that has never been clear to me.

Senator HEFFERNAN—If we had agreed to the importation when they made that
application, whenever it was—a while ago—that is what would virtually have happened, is it
not? They could have gone to Korea and said, ‘Look, Australia, which is BSE free, is now
taking our beef. Why aren’'t you?

Mr Palmer—I am quite certain that they would have used that in their discussions with the
Koreans and the Japanese. However, we have to be mindful—and | do not want to incur your
wrath here—that are signatories to some international agreements that necessitate us to
reciprocate on various matters.

Senator HEFFERNAN—I realiseit is double-edged sword, whichisareal worry. | think |
will shut up whilel amin front.

Mr Palmer—There are 300 million rapacious Americans who consume 170,000 tonnes of
beef every week, and | have not heard of one case of a new variant of CJD recorded in the
United States.

Senator MILNE—I would like to ask how much embedded carbon there is in a leg of
lamb landed into Brussels and how much embedded carbon there is in a kilogram steak
landed into Tokyo.

Mr Palmer—I, for one, cannot give you the answer, but | would be more than happy to
takeit on board. Seriously, we actually take this—

Senator MILNE—I am very serious about this.

Mr Palmer—We additionally take this very seriously. We employed recently a very
talented officer from the Queensland government to assist in this whole area. The livestock
industries take very serioudly their role in this whole matter of emissions. We are pleased to
see some of the successes that have been achieved since the 1990 Kyoto years, where
livestock industries have reduced emissions by about 12 per cent. The other part of your
guestion | might answer dlightly differently. | have seen some research work done by Massey
University in New Zealand.

Senator MILNE—L.incoln.

Mr Palmer—Thank you. That shows how favourably New Zealand lamb stacks up against
European lamb, and apples and butter. We could extrapolate some of that work to apply to
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ourselves or do some stand-alone work. But can | take the question on notice? | am happy to
come back with an answer.

Senator MILNE—It is a bigger question. It really is. why has the Australian meat and
livestock industry not anticipated the whole argument about food miles and embedded carbon
and recognised this as one of the biggest threats to your export markets that is looming on the
horizon? Why is New Zealand now able to tell Tesco exactly how much embedded carbon is
inaleg of lamb and yet we have not done any work on it? Why is that?

Mr Palmer—We do do work. | will furnish it. Because | cannot answer the question does
not mean to say work has not been done. We will furnish you with the answers. The only
other point | would make between Australia and New Zealand on this score is that New
Zealand has an enormous lamb quota with Europe, which Australia does not enjoy. New
Zealand therefore becomes considerably more exposed in a particular market that puts a
higher importance perhaps in this area than some of the markets that Australia traditionally
supplies. | think New Zealand is responding to market signals that they have taken directly
out of Europe, whereas our principal trading nations have been North America and North Asia
and those market signals have not been quite so pronounced.

Senator MILNE—Nevertheless, the proposed 2012 treaty and growing consumer
awareness is going to see food miles used as an informal trade barrier, and we will be out in
the cold unless we can justify the amount of carbon in what we do. Secondly, have you done
any risk analysis on people changing their eating habits away from meat in view of the carbon
emissions from livestock? There is a major international campaign on eating red meat and the
amount of emissions. If we ever end up with individual carbon rations, people will think more
carefully about this. It seems to me that Australia is way behind the eight ball in anticipating
where consumer preference is going to go. Have you done any risk analysis on that?

Mr Thomason—There is a lot of information being circulated in the community that is
either selective or piecemeal or inappropriate for the claims that are being made. | think
perhaps the claims around water usage are a classic example of that. Our approach has been
that we are here for the livestock industry for the long term and we want to make sure that we
have the right information and the right science before we go out and make strong claims to
the community about carbon embedded in product, particularly when alot of those measures
to this point just focus on emissions rather than seeing carbon as a cycle and therefore getting
benefit for the carbon capture that also occurs through livestock production. | do not think we
are in a position to be definitive on those sorts of issues at this point. They are a very, very
high priority within the MLA. As Mr Palmer just said, we are recruiting some of Australia’'s
best brains on this issue. When we have the right information we will be circulating that and
defending the importance of red meat in a balanced diet. But at the end of the day we should
never lose sight of the fact that red meat is a vital human food. Every human endeavour in
producing food produces some carbon. It is unfortunate that some people in the community
choose to focus just on red meat in isolation.

Senator MILNE—I am not arguing the point about the merits of red meat. What | am
pointing out is that there are alot of people miles ahead of where you are and you are going to
now in catch-up to try and deal with consumer opinion that is already being formed by our
competitors and by the whole carbon debate around the world. You say you have put some of
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the best brains on the problem. | have heard about one person from the Queensdand
department you have put on. What else are you doing?

Mr Thomason—We have brought together an expert committee of academics and
scientists, again to advise us on this issue. We have substantially increased our investment in
environmental research. Also, | think it is important to keep in mind that this industry is,
perhaps not directly, focused on carbon as the issue, but it has been focusing on improving
productivity in the industry for 20 years. A large part of that productivity improvement is
about capturing the energy that is available to animals and converting that into meat. Methane
represents lost energy, so we have been working on that, for productivity reasons, not
necessarily just for environmental purposes.

Senator HEFFERNAN—Would it be fair, to put that in reasonable terms, to say that you
have afart reduction program for cattle?

Mr Thomason—T hrough better conversion of the feed—

CHAIR—I am sure that will get another headline by the end of close of business.
Senator HEFFERNAN—It istrue.

CHAIR—With the greatest respect, Senator Milne is halfway through her question.

Senator MILNE—In relation to that work you have been doing to increase productivity, |
would just make the point again that farmers may produce a fantastic product that represents
great increase in productivity but if it is not what consumers want to buy, for whatever reason
they may not want to buy it and then it does not matter how good the product is. Where we
are at cross-purposes hereis that it is my observation that the focus has been on productivity
at the expense of being aware of how consumer tastes are changing in view of an increasing
level of awareness of carbon issues around the production of food. | am really just putting you
on notice that it is my observation—and | do travel alot to international conferences and to
Europe in particular, and | see those aeroplane stickers on food, including meat products in
supermarkets, and so on. When all things appear equal, that might well be the difference
between picking up one leg of lamb or something else. | would hope that, by the time you
come back next year, you will be able to tell me that those market representatives that you
have in Brussels and everywhere ese would be able to answer the question, if they were
asked by anyone in those markets, how much carbon is embedded in the Australian product.

Mr Thomason—We take on board your challenge and hopefully when we meet next time
we will have the story complete.

Senator HEFFERNAN—Part of the calculation, surely, has got to be that a lot of
Australia’s beef is produced in a natural environment.

Senator MILNE—Yes, that isfine. That isall part of the analysis—

Senator HEFFERNAN—The Australian farmers that are subject to the—I will not use the
same word again—emissions problems with cattle—is that better, Mr Chairman?

CHAIR—That is better.

Senator HEFFERNAN—They really need to be measured against the lack of credits the
farmer gets who runs the native pasture and the carbon set from native pastures as opposed to
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artificial pastures. That needs to be part of the argument, otherwise with the 50-year
prediction for a billion on the planet unable to feed themselves, if you wanted to go to the
politically correct view of life, they will starve.

Mr Thomason—That is exactly right.

Mr Palmer—Can | just back up and comment there that not just for the meat and livestock
industries but for agriculture generally, the whole accounting standards and the accounting for
emissions, et cetera, is a very imperfect science. As David Thomason referred to a moment
ago, we have heard it alleged that it takes 100,000 litres of water, et cetera, and then other
pundits will tell you it is closer to 100 litres and others might tell you it is what is on the
animal as it walks up the loading ramp. The accounting standards are all over the place at the
moment.

Senator HEFFERNAN—The great danger for Australia's farmers, might | add, is that in
the event of a carbon trading regime it just becomes a pass-the-parcel thing where the farmer
misses out in much the same way as the world is in turmoil financially now; the parcel got
passed to some silly bugger at the end of the line who had to buy the mortgage and got landed
with the baby water. Thereis areal danger in trying to come to terms with the carbon load and
al therest of it. | mean, have alook at all these people who fly all around the world touring
and looking at themselves. The farmers are taken for granted in all of this. There are great
carbon returns to the soil in farming that we do not get any credit for. The serious science
predictions on the future of feeding the world and the global food task as we build from 6.2
billion to 9 billion people, and the prospect of hundreds of millions of people being displaced,
does not want to be overrun by the lack of equity return to the farmers in the carbon debate.
Farmers will not be able to afford to have the wealth creation of the carbon offset program
disappear from the farm or we will all be insolvent.

Mr Palmer—I fear one of the additional challenges for our company, for the benefit of
senators, is to involve in the community debate. You see, | think one of the impedi ments we
face is that the community in the cities see us as being in the livestock industry and not
instead seeing us in the food business. | think much of our work now in public relations is
about getting people to realise and understand that we are in the meals business. In fact, if you
convert all the cattle sold in Australia annually it converts to 4% billion meals. If you add
sheep meats to it, it takes the number up to over six billion meals. That is, | think, the way we
need to portray ourselves.

Senator HEFFERNAN—Good stuff, yes.

CHAIR—Senator Milne, have you completed your questions?
Senator MILNE—Yes, for ABARE.

CHAIR—If you have then | believe Senator Macdonald—

Senator SCULLION—I just have one short question. What sort of communication have
you had with the government in regard to the potential for a trading scheme to embrace your
sector?

Mr Palmer—As | understand it, there is a paper coming through at the moment, later this
year, and some draft legidation, but from an agricultural involvement in a trading scheme we
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are not scheduled to be in that early round when it commencesin 2010 and agricultural would
be shifted beyond that time. If | might say from my point of view, agriculture needs to
completely understand the rules of the game, | think, before we enter the game. My fear is
that if a trading scheme may inadvertently end up asjust atax on food, then | think we arein
awhole new round of problems. | think that we need to understand the rules of the game. We
need to be completely in agreement about the whole accounting standards and how we
account for emissions and how we apportion and assign those emissions. Once that is all fully
understood and agreed, then | think maybe the agricultural sector may enter the game.

| was at a seminar recently where the Canadians and New Zealanders were present and,
despite the comments about New Zealand being ahead of the game, they are in all sorts of
bother as they grapple with an emissions trading scheme as they see part of their country
going back into forestry and native shrubs and having difficulty, and their sheep numbers are
now coming down enormoudly as they try to grapple with all this. Conversely, there is a
national trading scheme in Canada yet the two largest polluting provinces have not joined it
and will not join it. Not a day goes by when we do not hear something new and a bit
frightening about what can lie ahead in a trading scheme applying to agriculture.

Senator SCULLION—Do you have a view on the practices or areas within your sector
that you think we can have training on or the change of practices, forgetting about a trading
scheme, that would have a positive impact on carbon emissions?

Mr Palmer—I think a living example right now is the sheep industry. Sheep flocks have
come from 140 million down to 85 million in only a matter of years and yet last year we
turned in record production of lamb meat. We have a younger, more productive flock, which
can only be positive from an emission point of view. So we have in fact increased production
and reduced emissions. Younger turn-off; a younger flock; younger herd; quicker age;
younger age at turn-off; better pasture utilisation, so young, vibrant pastures growing
vigorously and being consumed and growing again—these are, | think, the positive aspects
for the livestock industries. It is so doubly pleasing to see that production conversdy
continues to increase whilst at the same time emissions appear to be decreasing.

Senator McGAURAN—Fallowing up on the same point from Senator Scullion, | want to
ask Mr O’ Connell about something that was just said just to confirm to make it official that
the agricultural sector has been exempted from the 2010 introduction of the trading emissions
scheme.

Dr O’Connell—I do not think that is correct. | think the issue of whether and, if so, when
agriculture is included in the emissions trading scheme is a matter still of consultation
between the government and the industry and still a matter to be decided.

Senator McGAURAN—MTr Palmer, how does that change what you have just said? You
said it had been, did you not?

Mr Palmer—As | understood it. | am close, but clearly not close enough. | stand by the
comments by the secretary of the department, so | have misled you, for which | apologise.

Senator McGAURAN—BuU you have been working on the basis that you have been
excluded.
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Mr Palmer—No, | did not say that. | said | understood that there was a white paper or
green paper coming out how and some draft legidlation at the end of the year and due for
commencement in 2010. | thought agriculture was not going in that first round. If | amwrong,
asjust revealed, then—

Senator McGAURAN—What led you to that thinking?
Mr Palmer—My anecdotal understanding of it.

Senator McGAURAN—Where did you get this anecdotal understanding? Would you
share with us one of your anecdotes?

Mr Palmer—I| am not certain that | can point to any particular event. It was just my
understanding.

Senator McGAURAN—Becauseitis a pretty—

CHAIR—Senator McGauran, | think in all fairness Mr Palmer has admitted that he made a
mistake. | do not think there is any conspiracy theory here and | think that—

Senator McGAURAN—BLUt it isall about readiness.
CHAIR—Mr Palmer has corrected the Hansard.
Senator McGAURAN—He has, indeed.
I C_;—IAIR—Senator McGauran, Senator Milne has just asked can she ask a question to
clarify.

Senator MILNE—Just to clarify this, which may assist, Mr O’ Connell, is it not true that
the important thing in an emissions trading system is that the data for each sector is good data
and that one of the discussion points around whether or not to include agriculture is that we
do not yet have good enough data?

Dr O’ Connell—Certainly if you are talking about the capacity to measure emissions and
therefore potentially control them, that is one of the issues that is being raised. Of course, just
to show how it can be handled on the other hand, New Zealand has moved to look at a point
of obligation up the chain in order to avoid that issue and assume that the signals go down.

Senator MILNE—Isit not fair to say at the moment that there is considerable debate as to
whether there would be sufficient good data by the time the emissions trading system starts
for an early inclusion of agriculture, which is probably why Mr Palmer has the impression
that it may not be included because that has been the point of contention. Is that not right?

Dr O’ Connell—There certainly is a significant debate around that issue, yes.
Senator M ILNE—I hope that should clarify.

Senator HEFFERNAN—When you say the industry will be consulted, do you have in
your mind who the industry is and is there dialogue at the present time?

Dr O'Connell—There is a consultation process that is occurring and | might ask Mr
Quinlivan to give afew more points on it.

Senator HEFFERNAN—I have discussed it with the NFF.
Dr O’ Connell—With Ministers Wong and Burke, and with agriculture organisations.
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Mr Quinlivan—There are a couple of processes. There was a meeting recently that
Ministers Burke and Wong held with—I am not sure of the precise number—15 to 20 |eaders
which included the farm leaders.

Senator HEFFERNAN—Could you provide us with the details of that meeting?

Mr Quinlivan—Yes, | am sure we can do that. It is envisaged that that meeting will meet
again from time to time. There is also a group that the Department of Climate Change has
convened, which is a more technical working group, and that probably has 20 or 22,
something like that, industry representatives. There are three or four people from the forest
industry and the rest of the people are from various farm sectors, some the state farming
organisations, others from sectoral groups. | am not sure if the Cattle Council, for instance, is
amember but they probably are.

Senator HEFFERNAN—I was blown away the other day with the evidence we took in
another committee from the NFF about a certain matter. It just completely befuddied the
inquiry on the lack of ‘up here’. | am concerned about the potential for you to inquire and
negotiate and meet with the industry, if the industry itself is not informed enough to make a
judgement to give you advice to then go to government to produce a policy. Isn't that a real
danger because a lot of people would not understand that at the present time. If | could just,
with your indulgence, Mr Chairman—

CHAIR—Carry on.

Senator HEFFERNAN—use an analogy. Recently there was a $250 per tonne movement
in the price of canola. It was not related to supply and demand, it was related to financial
instruments in the commodity market. The great danger for Australia's farmers in a flight of
capital from rural Australia to the financial instrument world is that if a carbon trading
program is set up on the basis that could also include a scheme of pass the parcel for a
management fee, which is what alot of bankers and a lot of business managers are looking to,
Australid's farmers would have no understanding of the manipulation that could occur under
their noses and they could be excluded from that. So, to consult the farming industry before
the farming industry is fully informed of the market and has an understanding, as Mr Palmer
and Mr Hansen have said earlier, even of the denied credits that should go to farmers because
of the carbon setting from a native pasture, you could make a catastrophically poor decision
on behalf of Australia's farmers. Because we do not have the emissions reduction program for
cows, the typical irrigated farm with 250 to 300 cows on 200 or 300 acres of irrigated pasture
isinsolvent at $17 atonne. This has very serious implications for Australia’s farming industry
in which Australian farmers could be bypassed in all of this. My question is. in the
consultations that have occurred and are occurring, is anyone taking the time to understand if
the informants are well enough informed to be making informed comment?

Mr Quinlivan—The people who are engaged on behalf of the industry with the Climate
Change portfolio in the ways that | described earlier are involved in a process that it does
involve some education but also involves consideration of live policy questions before the
government. There is no doubt that they need to be brought along with that process. The
government has yet to make decisions in this area, which we have pointed out earlier, and
when it does there will need to be a very significant program of informing—
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Senator HEFFERNAN—How far away are those—

Mr Quinlivan—Sorry, it is an important point, Senator. When big policy changes of this
kind are made there needs to be a big effort to inform people about those changes and what
they mean, and that will happen in due course.

Senator HEFFERNAN—Rather than ambush the industry—

Mr Quinlivan—I cannot see that it could possibly be constructed as an ambush because it
is quite an open process.

Senator HEFFERNAN—NO, | do not mean that. As an accidental by-product of the
process there could be an ambush.

Mr Quinlivan—No, | do not see—

Senator HEFFERNAN—It will not be intentional. Well, it will not be allowed to happen
because one of the things that we are intending to do is to have an inquiry into how we
produce food that is affordable to the consumer and sustainable to the environment and viable
to the farmer, and this would fit directly into that inquiry. My pleading to the government
would be that no decisions are taken until we have drilled down into the long-term effect,
which is what should have happened in the hedge market and the conduct of the financial
instruments around the world. It turned into a bloody catastrophe. We could have the same
catastrophe in food production and farming if we are not careful.

Mr Quinlivan—All | can say on that by way of closing is that Minister Wong has said that
after this policy development that is happening at present, and industry leaders are involved,
there will be a green paper with the development of policy options. There will be an open
public consultation process on that and then government decisions on that. Then following
those government decisions there will be a period of time, possibly quite alengthy one, before
introduction commences for most of the economy and then possibly later on for agriculture.
So | think there is time. But you are quite right to identify a significant education process as
part of this.

Senator HEFFERNAN—Because one of the signals—and Senator Judith Adams has just
shown me a paper—is that people like Great Southern have run at a loss—too bad, so sad—
and are now looking at switching into an industry based on carbon trading. | am fearful that
the people who actually go to the trouble to get up in the morning and milk the cows to get the
bloody milk onto the shelf at the supermarket might be left out of it.

Mr Quinlivan—I think it would be a dightly odd thing to be doing to be planning
commercial developments based on a scheme for which no rules have yet been decided or
announced. That would be quite an odd thing to be doing. | can understand people might be
thinking about it.

Senator HEFFERNAN—There are lots of odd things happen.

CHAIR—Thank you, Mr Quinlivan. Are there any other questions of MLA? If there are
not, | thank officers from Meat and Livestock Australia and, Mr Mortimer, | believe thereisa
guestion here from Senator Macdonald to you before we call our next—
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Senator IAN MACDONALD—Reverting to the sugar industry, and | am sorry | was not
here when this might have come up previously—I do not want to excite Senator Heffernan
about this—but is the government involved in the issue of productive cane land being taken
over by forestry industries?

Mr Mortimer—No, the government is not involved in that. Essentialy | think the two
issues are one: MIS, and there is a set of policies around that which will be answered by the
people in Treasury; and, secondly, in terms of land use in Queensland that is something that
the Queensland government looks after.

Senator IAN MACDONALD—So if Queensland were looking at a different planning
regime to address that issue, you would not really be aware of that apart from—

Mr Mortimer—They tend not to come to us. We sometimes hear about it but it is
something that is very much dealt with under Queendland legislation. | really could not give
any authoritative answer on that.

Senator IAN MACDONAL D—Hasthe sugar package been finalised?

Mr Mortimer—That isinits last year. It was started in 2004 and it is due to be wrapped
up by the end of this financial year, namely 30 June 2008. Most e ements have been finished.
The industry oversight group is wrapping up its work and doing its final report. There is a
small element of crisis counsdling payments being done to Centrdink and lastly there is the
regional and community projects program which is coming to an end, albeit you might notice
from the budget papers that some $4 million has been carried over to the 2008-09 year to see
anumber of those projects through.

Senator IAN M ACDONAL D—Isthat the only carryover, that $4 million?
Mr Mortimer—That isright.

Senator IAN MACDONAL D—As against the forward estimates last year, how much was
spent on that package in the current financial year as opposed to what was antici pated?

Mr Mortimer—You are talking about the sugar package as a totality?
Senator IAN MACDONALD—Yes. | should have looked at this myself.

Mr Mortimer—No, | will find the right piece of paper which hopefully should give me the
answers. | do not seem to have the actual dollar numbers by project with me. | will take that
on noticeif you like.

Senator IAN MACDONALD—Do | recall that it was substantialy less than what was
budgeted for last year?

Mr Mortimer—I do not think so. | think that one element of the program that has been
spent less than was anticipated was the exit grants. That has been discussed previously but
apart from that—no, sorry, | have found some numbers here which might be helpful. The
income support element was fully funded. The re-establishment grants were not funded to the
degree that was originally anticipated. Business planning support was not funded to the
degree originally anticipated, and that is because not al the mills asked for the support that
was requested, and retraining grants were underspent. The sustainability grant, of course, was
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fully spent, and otherwise there is money on smaller items like the industry oversight group
and so on.

Senator IAN MACDONAL D—Were they not spent because there were no applications
for them?

Mr Mortimer—There is a combination of elements here. A number of the elements of this
were demand driven. In particular, exit grants were demand driven and that was the area of
largest underspend. There is a significant underspent there. Not as many farmers put their
hands up for these agreements as anticipated. And there are also underspends in some of the
business planning support, granted again that is demand driven, and also assistance for mills
planning.

Senator IAN MACDONALD—Can you by way of a general comment on ethanol but
more specifically, explain to mein atime of absolutely ridiculous ail prices why ethanol is not
amore attractive financial economic and environmental option?

Mr Mortimer—I would not claim to be the world expert on this. | would essentially say it
is an issue of relative prices and those relative prices relate to both the market price of the end
product, the input price and the costs of production in between. | really would not like to say
any more than that but it does appear on the current prices in front of the market that ethanol
production from sugar appears not to be viable. It does not seem to have been taken up.

CHAIR—If | may help there, Senator Macdonald. This committee did inquire into
Australia's future oil supplies some two years ago and there is some very interesting Hansard
reading from a number of experts from around the world. We spent about a day on ethanol
compared to Australia’s water shortages. If that is any help to you, Senator Macdonald.

Senator IAN MACDONALD—Thank you, Mr Chairman, that will be, except that two
years ago the price of oil was about $40 a barrel and today it is $140 a barrel.

CHAIR—Paint taken. It was getting close to $100 and there was even more water around
than what thereis now, so there is some interesting reading there.

Senator IAN M ACDONAL D—It was close to $100 two years ago?

CHAIR—Yes. It was not far under it when we did that inquiry.

Senator IAN MACDONALD—Thank you for that. Who in the department deals with
ethanol issues?

Mr Quinlivan—There are two different activities. One is analytical work, which ABARE
has done in the area and is continuing to do for the government, and the second one is policy
work, which we do some and which is handled in the corporate policy area.

Senator IAN MACDONALD—Weas that raised earlier when the corporate policy people
werein?

Mr Quinlivan—No, it was not.

Senator IAN MACDONAL D—I understand the reason why there has been a bit of a kick
and then a bit of a backward step and then a bit more of a kick in the world price for sugar. It

is because Brazil is now diverting huge proportions of their cane crop towards ethanol to no
doubt counter the fossil fue price.
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Mr Quinlivan—My understanding is that there is a lot of Brazilian sugar used for ethanol
production but when ABARE appear, and they are on next, perhaps you can ask them about
that. | will still be here if there is anything you want to pursue. They are experts on sugar as a
commodity and what is happening in the world, so they will be in a position to give a
commentary around the world sugar market and what is influencing it.

Senator IAN MACDONALD—On the policy area, | know in the past there have been
certain elements of the Queensand sugar industry very keen on ethanol, with suitable
inducements | always think, but is there any current work being done in the policy area in
relation to encouragement to ethanol use, acknowledging that it may not necessarily be from
sugar, well, perhaps until grain got so expensive?

Mr Quinlivan—The government has some tax policy settings which you would be
familiar with because they continue the previous government’'s policy which encourages
ethanaol production and use, and we in the Department of Resources are having a look at the
current market conditions and the government may wish to have another look at those in the
future. You asked whether they wished to encourage ethanol production. | think they are just
having alook at the assumptions and pre-conditions on which those policy arrangements were
settled but it remains an open question on what happens.

Senator IAN MACDONALD—I think what you are suggesting is to talk to ABARE
about the broad thing that oil is so expensive and Brazil apparently is putting most of its crop
into ethanol, so why are there not any opportunities for Australia?

Mr Quinlivan—It is different costs of production. ABARE can deal with that question.

Senator IAN MACDONAL D—Thank you.

Senator HEFFERNAN—I would like to follow that up. | noticed the United States are
now quarantining in the market sugar for food, as opposed to ethanol. Are you across that?

Mr Quinlivan—It would be best to talk to ABARE first.
Senator IAN MACDONALD—That isall | have.
CHAIR—Thank you, Senator Macdonald. Senator O’ Brien.

Senator O’BRIEN—Just following up on the ethanol side of things from this department’s
involvement, what knowledge do you have about the proposed expansion of production
capacity in the ethanol sector? For example, | am thinking that Primary Energy was going to
set something up in Gunnedah and then they did not and then they were going to Perth. | have
not heard whether that project, which | think was associated with BR, had gone any further,
but do you have any information that you can give the committee on those sorts of matters?

Dr O’Connell—The ethanol industry is really handled by resources and energy, DRET,
and probably those questions are best put to them in terms of what is the state of play in the
industry devel opment.

Senator O'BRIEN—So the department does not have any knowledge of what is
happening within the industry?

Dr O’Connell—We do not have any detailed knowledge of what is going on. It is a direct
portfolio issue.
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CHAIR—Are there any other questions? No, that is it. Thank you, Mr Mortimer. | now
call Australian Bureau of Agriculture and Resource Economics.

[3.08pm]
Australian Bureau of Agriculture and Resour ce Economics
CHAIR—I welcome officers from ABARE. Questions, Senator Milne.

Senator MILNE—Thank you. ABARE might recall a couple of years ago when Brian
Fisher was here as head of the agency, he said, ‘ If the prices are high enough even the roosters
will lay.” Can | ask you, Mr Glyde, whether the roosters are laying and whether ABARE has
got egg on its face?

Mr Glyde—I am assuming you are talking about il prices?
Senator MILNE—I amtalking about ail prices.
Mr Glyde—Dr Fisher did have a colourful turn of phrase.

Senator MILNE—During the last estimate hearings you did say that the cure for high oil
pricesis high ail prices. Can you tell me how that is playing out currently?

Mr Glyde—I can tell you that as of last night at the close in the markets in Europe,
because the US is on holidays, the price of il per barrel was $133. That is alot higher than it
was when we were here last time. But in answering the question | would like to talk about
three time periods and the time it takes for supply responses to come in. If | could look at the
short term, | mentioned last night’s price and there has been a considerable increase in the last
three years. That is partly and perhaps largely contributable to that limited supply response.
Why has there not been the supply response you would expect when, as we have heard before
some time ago, prices were a lot smaller? Essentially the supply response has been adversely
affected by the volatility in the oil prices; worldwide shortages of skilled labour; material
inputs; drilling equipment is harder; and it is more expensive to find the oil that is deeper and
further away from market, et cetera. So, that has led to some increased cost and delays. There
has been a lot of sovereign and security risks in the marketplace and that has limited growth
in supply as well. There are sovereign risks such as Venezuela, in terms of nationalising oil
companies, and Nigeria and Irag in terms of security risks and the like. So, we expect in the
short term—and by the ‘short term’ | mean over the course of the next year—that prices are
going to remain high, reflecting those continuing supply constraints and the tight market
balance.

In March, the last time we published our forecasts for the quarter, we estimated that the
price of ail for 2008-09 would be about $82 a barrel. If you look at what it has averaged over
the calendar year 2008 it is about $106, so clearly we are going to have to revise our short-
term estimate upwards.

Senator MILNE—Are you telling me that your long-term estimate is still $40 a barrel?

Mr Glyde—I would like to get to that. Can | talk about the medium term, because that is
something we also forecast.

Senator MILNE—Yes.
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Mr Glyde—The long term is an assumption. Essentially for the medium term, which we
take to mean out five years, we are expecting that oil prices are going to decline moderately
during that period. We are expecting non-OPEC supply to increase by a little over 2008 and
also increase again in 2009, and hopefully that might alleviate some of the tightness in the
market. Also, we expect world oil demand to increase at a slower rate because, as we are well
aware, there has been a slowing in world economic growth flowing out of the US sub-prime
crisis and the like. And aso, as we have mentioned before and as Dr Fisher so colourfully
alluded to, higher oil prices are going to lead to increased efficiency over time.

So, what we are expecting is that over the next few years oil will easein price. Once a year
we publish these and in March of this year we forecast that in 2013 we were expecting, on the
basis of the assumption we make, that oil will return to about US$67 a barrel. Now, this is
consistent with where the IEA, the International Energy Agency, which has recently released
its figures and it is estimating that in 2015 oil prices will be about US$63 a barrel, and the
Energy Information Agency of the US s estimating about $57 and we are at $67, so we might
be a bit on the high side as far as that is concerned. They are the forecasts. When | talk about
forecasts, what we do with our forecasts is, because ail is notorioudly difficult to forecast, we
are one of many agencies, one of many commodity forecasters, that have got oil wrong over
the last few years, but it is a forecast. What we do is we make assumptions. We specify what
those assumptions are and if those assumptions are wrong or if something else happens that
we did not foresee, then our forecast is wrong, and that is really what has been happening
over thelast little while.

We have a pretty good handle on consumption and production. We can make some
estimates about the rate of growth in consumption and the rate of growth in production from
the reports the companies make about how they are going in terms of finding oil. But things
such as global security issues, weather, the fact that there has been a strong move into
commodities by the financial markets because of some of the uncertainty in the world market,
the fact that there is a large chunk of oil production that is controlled by OPEC and they have
other reasons for moving supply up and down, the rapidly increasing costs of production, and
all of that uncertainty about those intangibles does make it a really hard market to predict and
to forecast.

But | would like to distinguish that forecasting process to what | think is the starting point
of your original question, which is what is our assumption in the longer run, because you
cannot forecast out 30 years. And we make an assumption about what the oil priceis goingto
be. As aresult of all this change that has been going on and as a result of the last couple of
years, we seriously have to look at our underlying assumptions about what that oil price will
be in 2030. Clearly the main driver that we look at that far out is what do we estimate to be
the costs of alternative technologies, the costs of substitutes. How much does it cost to bring
on the Canadian oil sands and the like? Now, clearly over the last little while with a strong
growth in commodities and the demand for all of the drilling rigs and all the stuff you need to
bring those new resources on line, the costs of those alternative technol ogies are going up.

The other addition, which we have debated several times over this table, has been the fact
that there is likely to be by 2030 a carbon signal in the prices for those alternatives. So, what
we are doing at the moment, and we have not completed it, is going back and doing another
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literature survey to find out what are the best estimates that we can find over those alternative
substitutes, those alternative technologies. | expect that as a result of that we will be
increasing our assumption as to what the long-run price of oil will be.

For your information, the IEA in 2007 increased its assumption about this long-run oil
price. At the moment its latest figure is US$62 a barrel, and the EIA came out this year and
they are assuming a price out there at about US$70 a barrel. So, they are not inconsistent with
their five-year forecasts either.

Senator MILNE—Notwithstanding all of that, for the past three years you have got it
completely wrong and the Australian Society for the Study of Peak Oil has got it right. Now,
on those assumptions you are saying or implying that you could not have anticipated all of
those changes, when in fact the Senate inquiry into the study of Australia’s future il supplies
established years ago that several countries were nationalising their oil reserves, we knew
about the political instability, we knew about all those things that you have listed now as
being the causes for why you are wrong. So what level of responsibility does ABARE accept
for what | consider to be a national security and intelligence stuff-up of the highest order?

Mr Glyde—First of all, | rgect that. The point you make about peak oil relates to the
physical supply availability question. The factors that we are talking about now that are
influencing the short-term oil price are much more volatile and much more intangible. If you
can find a reliable method of forecasting data on some of those intangibles then | suggest that
you would make alot of money in the forecasting market.

The second point | would make is that if welook at the history and the economic history of
almost any commodity product you do tend to see cycles of boom and bust. If you look back
to the mid-70s and the late-70s, you will see very significant increasesin ail prices. In fact we
have only just gone past those increasesin real terms. And | suspect at the time during the 70s
groups similar to the peak oil group would also have been saying, ‘ Thisis it; we have reached
the end.” As we have discussed in previous hearings, if you look back at the forecasts that the
oil companies themsel ves have made about what are the available reserves that are there, you
will find that they stand out at about 30 to 40 years, regardiess of the time period in which
they are taken.

So, | do not accept the fact that this has been some sort of a national security stuff-up. What
| am suggesting to you is that you might be misunderstanding the nature of forecasting. No-
one has a mortgage on the future. If | could predict accurately then | would not be working in
the civil service. What | am trying to say to you is that the service we provide is to lay out
publicly, and excruciatingly publicly, what our assumptions are at the time, the best that we
can find, and put them down. People make judgements about those. Whether it is wool or
wheat, the people in the industry can make judgements about whether ABARE is right or
wrong and on the basis of that they can make their own assumptions about what their
behaviour will be. | think that is the role that ABARE plays. The fact that we have
continuously underestimated or overestimated, depending on which commodity you want to
look at, isalmost not really the issue. The issueis have we faithfully recorded the assumptions
that we have made and documented those accurately. Have we tapped the sources of
information that we can? | think we have done that and | do not think that has been
irresponsible or a national disaster.
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Senator M| LNE—Except for the last three years you have underpinned everything on the
assumption that there will always be plenty of oil and that it will go up and down according to
these other influences and circumstances, and | have repeatedly put to you why don't you take
another assumption and that is that the world is running out of cheap, easily accessible,
plentiful oil and that it would be a good idea to plan for some alternatives. Because of your
assumptions, there are a lot of people around Australia today really suffering because this
country has not prepared itself for the oil crisis that we are now facing. And it is not just
anyone forecasting, it is ABARE, and rural and regional Australia depends on your forecasts
for all sorts of reasons and you have got it fundamentally wrong. That is why people are
feeling really angry now about this, because they cannot make the changes fast enough to
relieve themselves of the high prices because we are not ready for it. Don't you accept some
responsibility for that, especially when there were plenty of people telling you as long as three
years ago that this was coming?

Mr Glyde—I do not accept responsibility for laying out the assumptions behind our
forecast, doing the best possible job we could, in ascertaining the information and data behind
those and putting it forward and publishing it. | think that is our role. | am also very pleased to
hear that all of rural and regional Australiais hanging off the forecasts of ABARE. Therearea
lot of people who forecast ail prices. There are a lot of companies—a lot of groups—that
make money out of forecasting these things. | think you do not understand the nature of the
information; maybe it is the way in which we present the information and maybe we need to
think about that. But what we do in every quarter is put it out there, lay out our assumptions
and then watch the world turn round. What we have been saying is that on the basis of the
information we have, the best information we can get, these are the conclusions you can draw.

Senator HEFFERNAN—What dollars are you talking about?
Mr Glyde—The dollarsthat | am using here arereal dollars in terms of two thousand—
Senator HEFFERNAN—Two thousand and fifteen, $677?

Mr Glyde—In 2015 it isin real 2008 dadllars; it is our estimate of what it will be. It will be
the current dollar value of that. So you can compare it to the price of oil today.

Senator NASH—Can | just ask about those assumptions? You said you lay out the
assumptions and then you come to your conclusions and you have that out there for the world
to see. Do you then, if you like, review your assumptions and your analysis of where you got
it wrong in those assumptions and put that out there for all to see?

Mr Glyde—Yes. We do this every quarter. We put it out and we publish it and it goes back
many years so you can actually see where we have got it. We are doing it right now getting
ready for June, our update of all of our forecasts for all of our commodities every quarter.

Senator NA SH—Excuse my ignorance for not knowing this, but is that something that you
doinfigures or do you do it in an explanatory way of how your assumptions were incorrect?

Mr Glyde—Some of it we can do in figures and in a way we can only deal with the data.
When we come up with the sort of intangible type things | am talking about where we cannot
model what might happen in Irag or we cannot model what the defence strategy of the US
government might be, what we tend to do is say: here is what we know about the physical
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supply and demand and what is influencing those; what are the economic factors? Here are
some upside risks, here are some downside risks. Here are risks that might make this estimate,
this forecast, right or wrong. To the best of our ability we try to lay out what those risks are so
that people can then have a look and say, ‘Well, okay, ABARE cannot actually estimate or
model geopolitical strategies around the world.” We cannot model hurricanes and the impact
of those. We cannot reliably do that. What we try to do to the best of our ability—and | think
Senator Milneis saying we do not do it well enough—istry to lay out where we can quantify,
we quantify; where we cannot, we will give the qualitative story.

Senator SIEWERT—Do you ever include in that the assumptions that ASPO has put
forward? They got it right. Do you actually include those in your assumptions? Obviously you
do not include them in your assumptions.

Mr Glyde—I think what we do is we will listen to the peak oil people; welisten to all sorts
of advicewe get. | get a hell of alot of emailsinrelation to oil prices, peak oil, GMOs and the
like. We listen to the information we get because that is basically what we rely on, the
information from third parties to be able to inform our judgements. Unlike a lot of other
people, we lay out those assumptions. We publish it routinely every quarter and we make our
best estimate.

Senator SIEWERT—BUut have you ever included the constraints, because you just said
you lay out what the constraints could be that could influence the assumptions that you have
made? Have you ever dealt with the issue around the points that ASPO has been making for
many years?

Mr Glyde—We have dealt with them to the extent that we disagree with their view that
there is a physical limit to oil availability between now and 2030. When we come to that
conclusion we sort of, if you like, dismissthe view that they have.

Senator MILNE—Have you ever actually examined in any detail the claim that the Saudis
have deliberately overestimated their reserves, that when they reviewed and put out the new
data on the reserves in the 1980s that they deliberately inflated those reserves? Have you ever
looked at that since the late Mr Bakhtiyari says that is clearly what they did do, and he was on
the Iranian oil board or equivalent?

Mr Glyde—I would have to take that one on notice in terms of the fact that personally |
have been involved in this for about 18 months. | would need to go back and check whether
over thelast five, 10 or 15 years we have looked in any great detail at those particular claims.

Senator MILNE—This is a fundamental difference of opinion. The people studying peak
oil identify the time at which the reserves were inflated which has skewed all the figures and
you are working on the assumption that their claims are not true, and if they are true—and
thereisalot of evidence to suggest they are—then all of your assumptions are wrong.

Mr Glyde—There are other sources of information we draw on in terms of reserves, not
least of which are the companies that are actually doing the exploration and production of
them.

Senator ALLISON—Don't they have an interest in suggesting to you that there is a
continuing source of cheap oil?
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Mr Glyde—That is partly why it is hard to make predictions about what they are. In all of
these issues there are people with vested interests in putting a particular line, whether it be
peak oil—

Senator ALLISON—What is being said to you is that you are listening to them rather than
those who are looking more scientifically at this than actually the figures—

Senator HUT CHINS—I would like to hear his answer—
Senator ALLISON—I was asking a question and he interrupted me—

Senator HUTCHINS—No, you are not. | would like to also know if the questions are
being put to you how would you find out what has been alleged is not correct? Are you some
sort of ASIO agent, or something? Would you have to do that? | do not understand how you
would be able to find out objectively. | would be interested if you could answer how you
would be able to find out objectively if you were wrong.

Mr Glyde—I would not want to overestimate the amount of effort and the people that we
devote to ail forecasting. We have an oil analyst. We have a number of other people who have
expertise and previous experience in forecasting the prices. We rely on published information.
It is not as though we are out there going around looking at individual oil companies. What
we do is we study the information that companies release to the market. That is usually a
pretty reliable source, particularly in these days of financial disclosure regulations in most of
the Western world. They are reliable sources of information upon which people invest money.
It is on that basis that we believe those sorts of figures are likely to be more reputable than
claims that are made that we cannot verify through any other circumstance. There are about
150 people in ABARE and they are not all involved in forecasting oil, important as it isto a
whole bunch of things. It is a key assumption we make in alot of the work we do. All | can do
is say that we would be as transparent and as public as we possibly can about information. We
look to the literature. We look to the reliable information and we make judgements, like
everybody else does, in this area about what we think is reliable, what is repeatable, what is
something we can trust over the years.

Senator MILNE—Given the change in climate policy around the world, wouldn't it be
sensible to now assume that oil is going to become more expensive because of the carbon
price over time and to start modelling in such away as to get us off ail rather than to continue
to assume unlimited availability?

Mr Glyde—I have two things to say there. Oneis, | think you are right in terms of making
some assumptions about what the price of oil would be in the long run in, say, after 2030.
Particularly in the light of climate change and the impact it is going to have over that time
period, it is very important to understand that. And in doing any modelling work | think it is
probably prudent to have alook at what are the consequences if you have different oil prices.
As | said, these are assumptions. You could double the price of oil and see what difference
that makes to the modelling results. You could halve it to see what difference that makes. Ina
way that is one of the ways of handling the inherent uncertainty in the oil price aswe, | think,
discussed alittle bit in our briefing we gave you in relation to our modelling work.

The second point | would make is that | think governments have got to be careful—not just
the Australian government, but governments around the world—in picking winnersin relation
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to a particular technology. | think that the logic behind an emissions trading scheme about
setting a price on carbon meansthat if you leave markets and consumers and producers free to
be able to choose what is the least cost, best available technology to get you to an economy,
that has a lower carbon footprint. | am not sure if that is what you meant by what you were
suggesting in your question.

Senator MILNE—I amtrying to seeif you will start modelling at least for some scenarios
and model for a scenario where ail gets more expensive on the assumption that there will be
less of it rather than the assumption that we are just going to continue to be able to access it.
And also a model for a carbon price, so we can get some scenarios out there that people can
have alook at. You said you wererevising the price for June for your forecast. That is a short-
term forecast; isthat correct?

Mr Glyde—Yes, they are the short-term ones, yes.

Senator MILNE—What was your March long-term forecast for this year that we should
be having now?

Mr Glyde—The forecast we made out to 2013, so in five years time our forecast was
US$67 abarrel. That isin five years time.

Senator MILNE—It is double in May what you thought it would be when you made this
assumptionin March?

Senator SIEWERT—You are talking about March 2013. What Senator Milne meant was
March this year.

Senator MILNE—In March this year you made a forecast that between now and 2013 that
it would get to $67 a barrel—

Mr Glyde—Sixty-seven dollars a barrel.

Senator MILNE—In that five years?

Mr Glyde—Yes, our assumption—

Senator M ILNE—We have madeit in two months?

Mr Glyde—No. Thisis what | was trying to distinguish earlier on with my long-winded
first part of the answer. We have a short-term forecast where we update that every quarter.
What we are saying, | think, is that in March we forecast that next year's price, 2008-09, we
would average $82 a barrd. Clearly, when we update that in June that will have to go up,
given what has happened since we have made that forecast. What we are suggesting,
though—and we will update this in March 2009—is that what we have suggested in our
longer run, our medium-term forecast, is that the price of oil is going to go up but then it will
begin to come down as supply response kicks in and, as we know, the world economy is going
to be slowing.

Senator ALLISON—What evidence is there that supply will kick in?

Mr Glyde—I think that what we are seeing is commitments by oil companies in terms of
the levels of expenditure that they are making in terms of exploration. They have gone up
fairly significantly in recent times. Just within Australia the level of expenditure on petroleum
exploration in 2000-01 was $1.24 billion. In 2007-08 we estimate it to be $3.23 billion. You
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are seeing a trebling in petroleum exploration expenditure in this country and that would be
the case right around the world. Indicators like that give us some hope at least, anyway, which
you have said you do not agree with, that there will be that supply response. The uncertainties
about the market—

Senator ALLISON—If you looked at exploration and discoveries over the last, say,
decade, do you have any reason to believe that the size of reserves that are discovered over
that period of time is going to change from now on just because three times as much is being
spent on looking for them?

Mr Glyde—What | was trying to say before is that the history of estimation of reservesis
really being driven by the fact that—perhaps the best example | could giveyouis at the end of
1986 BP said the reserve-to-production ratio was about 40 years, and that is exactly what they
said in 2006. Twenty years later, despite the fact that we are going for oil reserves that are
further and further away, deeper and deeper, and in countries that are more difficult to explore
and exploit, the rough level of reserves-to-production remains the same. We are confident that
there is not a physical limit to supply over the next 30 years, which is the period that we are
talking about. It is as simple as that. There are other people that disagree. We publish it every
quarter and we are subjecting oursel ves to the public criticism and we learn from that.

Senator MILNE—The oil companies themsel ves say that, because all the easily accessible
oil has been found, in their view, they have to spend a great deal more because they are going
into deeper water and more difficult exploration and drilling. The whole thing is just more
expensive because it is more difficult. It does not necessarily follow at al that the more you
spend the more you find.

Mr Glyde—That is true. But economic history will show for a great number of
commodities that when the price goes up everyone jumps on the bandwagon and starts
producing and the price goes down again. If you look at what happened in the 1970s coming
forward to now, it will be interesting to see how it goes in the next little while. My view
would be that we are not going to go back to the levels that we had in the 1980s and 1990s.
Because of the scarcity issue we are probably going to be at a higher real level than what we
were in the 1970s, but we strongly believe it is going to come down. That is not just our view,
it is the view of the International Energy Agency and the other major authority in this area
which is the Energy Information Agency in the US, that it is going to come down to
somewhere around the $60 mark over the next five years. Who knows what will happen. No-
one has got a crystal ball. We have put our assumptions out there and we leave them for
peopl e to make judgements about whether we are right or wrong.

Senator MILNE—Do you accept though that, whilst you might have the luxury of sitting
back and seeing how it goes, there are people living in Western Sydney with no access to
public transport who at this point are considering whether they can afford to go to work? This
istheissue for people around Australia—

Senator Sherry—That is an unfair question.

Senator MILNE—NQo, it is not.

Senator Sherry—The officer is doing his best. He is making the best judgement he can.
His judgements do not go to issues of public transport in Western Sydney—
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Senator MILNE—Yes, but they have been wrong. The problem is they are wrong.

Senator Sherry—They can go to your political critique and what you want to see. That is
fair enough, but | do not believe it is appropriate to make that sort of critique of the officer
that isimplied.

Senator MILNE—The critique | do make isit isalack of imagination. | would like to see
modelled what an investment in public transport of the same levedl as the subsidised
investment in oil exploration would do in terms of building resilience in the economy and
resiliencein the agricultural sector.

Dr O’Connell—Can | suggest that that is a different job from the one that you are
investigating at the moment. It may be a job that is worth doing but it is not actually the job
that ABARE is considering when it islooking at the il price.

Senator M ILNE—I understand that.

Senator Sherry—But that is correct. If you want to place that request before the minister,
fine, write to the minister and ask him to get ABARE to do that. You cannot criticise the
officer. The officer is doing the best he can in terms of research.

Senator SIEWERT—Was the point here though that the assumption that Mr Glyde was
saying that, ‘We could be right or wrong but we are putting it out there.” The point that a
number of you is trying to make is that it is not just a case of putting it out there and if the
assumptions are wrong they will get proved wrong; the point is it is having an impact on
policy that is being made now.

Senator Sherry—I agree. But the officer is here to explain the assumption, the modelling
and the research and that is hisrole. Hisroleis not to provide other policy options. That is the
role of other government departments and other government areas.

Senator IAN MACDONAL D—They made a mistake and he has explained it. Can | move
on to some questions that might be—

Senator NASH—I have one question just directly on that.

CHAIR—I am keen to put some system into our questioning rather than being all over the
place.

Senator NASH—I thought we were finishing up with ail.

CHAIR—If Senator Milne is happy that we have got a history of this committee of
shooting around like a—

Senator NASH—I thought we were finishing up with ail.
Senator M ILNE—I would like to come back on climate change but | have finished on ail.

Senator IAN MACDONALD—In my turn can | then go onto sugar and ethanol, which |
was on about before?

Senator NASH—You were talking before about having done this for many years and the
assumptions in everything you do, do you put in place, if you like, any probability factor, any
plus or minus tolerance to your projected figures?
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Mr Glyde—That is a very good question. From time to time in the past there has been that
practice with the forecast of perhaps putting an error bound on it—that we think it might be
within 20 per cent of what we forecast—but we also struggle to come up with a justifiable
way of setting that bound. It is something we do give some thought to, particularly with
something like oil, where there is such a lot of volatility and there is such alot of uncertainly
in the market. We might be better serving the community if we were to give more of a bound
to it. We have discussed that from time to time but we have not done that.

Senator NASH—Thank you for that. Have you done that retrospectively—having a look
at what you have projected in the past and seeing how far off the mark or on target you were
over a number of years and then coming up with an assessment of over, say, a 10-year period
the percentage of times you got within say afive per cent range?

Mr Glyde—We tend to do that each quarter and each year when we are looking back to see
where we went wrong. Where the issue comes is you can be wrong but do you know why you
are wrong. You could be spot on but it might be a complete fluke. Are we wrong because we
made an assumption back here and that proved to be out and that explains the variance
between reality and what we forecast, or is it something that is completely random that we
had no idea of ? So, we go through that debate to try to make sure that we are doing the right
thing, because ultimately it could be just that we have a poor analyst or someone who is
inexperienced and they are making incorrect judgements; they used the wrong data and we
had—

Senator NASH—I understand. | guess the point | was making was just a purely
mathematical judgement of over say the last 10 years on a percentage basis how close did you
get to what the actual figure was. Do you do anything like that?

Mr Glyde—We do not do that in a systematic way in the sense that we could report it.
What we tend to do is every time we have a discussion each commodity gets discussed in
great length by a bunch of people aswe are formulating what our view would be and what the
assumptions are. We do that in-house. We actually do not record that but that is not a bad
thought.

Senator NASH—Thank you.
CHAIR—Questions on ail ?

Senator SIEWERT—Given the high price of oil at the moment, have you prepared or
provided any advice to government about the impact that is having on agriculture, in terms of
transport costs and input costs? We know there is a very strong relationship between the price
of fertiliser and oil. Have you provided advice and what is the nature of that advice?

Mr Glyde—Perhaps | should take this on notice. We have provided some back-of-the-
envelope calculations as to what the increase in fuel price might mean in terms of increased
costs for the farm sector, for say the livestock or the cropping sector, but that is informal
advice within government.

Senator SIEWERT—You have?
Mr Glyde—Yes.
Senator SIEWERT—Are you able to provide that advice?
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Mr Glyde—I will have to take that on notice.
Senator Sherry—Just take that on notice.

Mr Glyde—I just do not recall the circumstances under which we provided that
information.

Senator SIEWERT—Have you looked at the interaction between the price of oil and
fertilisers and provided advice to government on that?

Mr Glyde—We have done some work for the department in preparing the submission to
the Senate inquiry in terms of what some of the factors are regarding world fertiliser prices
and what might be driving the cost increases there.

Senator SIEWERT—Have you done it outside the Senate, and | know | am not allowed to
ask that with the committee process—we have been through that a couple of times today—but
have you provided that advice before the select committee was established? Had you
previoudly given advice to government about the rising price of fertiliser and its interaction
with the cost of 0il?

Mr Glyde—I will haveto take that on notice. | do not recall the timing when we did that or
indeed whether or not we provided advice prior to my time in ABARE. | do not have any
briefing on that.

Senator SIEWERT—The point that | am trying to get to is that the price of dil has a
significant impact on agriculture and the future of agriculture.

Mr Glyde—Absolutely.

Senator SIEWERT—Going back to the dispute we were having earlier about
assumptions, the point very strongly being made was that if the price of ail stays high it will
have a devastating ongoing impact on agriculture and we have to rethink the way we carry out
agriculture in this country. It is critically important for a whole range of reasons, but this
committee is particularly focused on agriculture. What advice are you providing to
government to do some long-term thinking around the future of agriculture and its reliance on
al?

Mr Glyde—The only point | would make there is that it is not just Australian farmers that
will be feeling the effects of the high global oil prices and higher fertiliser prices.

Senator SIEWERT—Some countries may have done some securing of fuel, which goes
back to what Senator Milne was talking about earlier around oil security.

Mr Glyde—They are questions that are probably best answered by the Department of
Resources, Energy and Tourism in terms of energy security and what is the best strategy in
relation to that.

Senator SIEWERT—I am asking about agriculture and what advice you are providing.
What advice are you providing to government?

Mr Glyde—As| said, | will take that on notice just to double-check what we have done.
Senator SIEWERT—Thank you.
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Senator McGAURAN—You said that the rural sector relies on other forecasters but, to be
frank, ABARE is the leading forecaster which the agricultural sector and the government
relies on, to your credit, and it is important that what you put up to government and put out to
the agricultural sector is as right as can be. Thisis an icon issue. This is what you are being
questioned on here publicly and this is very much an icon issue. What has concerned me in
this discussion is not so much whether you are right or wrong—although it does seem
spectacularly wrong on this one—but given that it is an icon issue, your reaction time does
not seem adequate to adjusting to your predictions. As | understand it, you say you will adjust
your short-term forecast every three months.

Mr Glyde—Yes, the coming year's estimate.
Senator McGAURAN—If you adjust your short-term it means you must then look at new
assumptions. That must have a knock-on effect to the medium and long term. It must. And

why do you not take the opportunity in the three months rather than the 12 months to adjust
the long-term? Is that what you said?

Mr Glyde—It isevery March. That is correct.

Senator McGAURAN—Given this is an icon issue and its critical nature that the others
have explained, why do you not show a bit of flair, change your procedures and every three
months at least on this issue adjust short-term, medium-term and long-term. | quite distinctly
remember Senator Milne at the last estimates, which was only three months ago, pointing out

the error of your predictions and you stuck to them—we were all quite amused—when it was
so obvious you were wrong then. | seethereis a bit more concession at the moment.

Mr Glyde—I do not think | am conceding | am wrong or we are wrong.

Dr O'Connell—I think we should clarify. | do not think that at any stage Mr Glyde has
said that the work they are doing is wrong or incorrect.

Senator McGAURAN—He s reviewing the short-term.
Mr Glyde—That is the nature of forecasting.
Dr O’Connell—That is the nature of forecasting.

Senator McGAURAN—THhis is getting more absurd. You are sticking to the medium- and
long-term, are you, even though you are changing your assumption?

CHAIR—Wheat is your question, Senator McGauran?

Senator McGAURAN—My question is: would you show a bhit of flair within the

department and every three months adjust not just the short-term on this icon issue, but look
at the medium- and long-term and make the adjustments then?

Dr O’Connell—I wonder if it would be useful for Mr Glyde to again go through a
description of what forecasting is, in order to be fair, because | think what you are looking at
is perhaps a different exercise. If he goes through once more precisely what forecasting is
then you will see the degree to which the approach is taken is robust.

Senator McGAURAN—You do not haveto.

Senator HUT CHINS—That is where you show that flair.
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Mr Glyde—I always like to show flair. And the other point would be that there are a
number of icon issues we deal with and thereis afair bit of work in going back and looking at
all of the sources and all of the information to inform our five-year forecast. We have to make
judgements all the time about where do we put our resources and what have you. The
judgement we come to, which might be the wrong one, is that we put effort on a quarterly
basis into the yearly forecasts and we put effort once a year into the five-yearly forecasts. The
reality in the five years is that things do not necessarily change much from quarter to quarter.
But just to explain the forecasting process again, as Dr O’ Connell has asked—

Senator McGAURAN—Why?

Dr O’Connell—You were suggesting that Mr Glyde had agreed that he had got it wrong,
so to speak, and he has not.

Senator McGAURAN—Senator Milne, were you of the understanding that ABARE had
said that they had got it wrong?

Senator MILNE—Yes. It was an admission either last time or the time before that they
had got it wrong.

Dr O’ Connell—What ABARE is doing is forecasting, and it is useful to understand the
concept of forecasting here in order to see that this is a robust way of forecasting. The
question of whether this is an accurate prediction or not of a price at a certain time is a
different thing.

Senator McGAURAN—I have no objections to you being wrong. Who can hold you to
account for being wrong from time to time, particularly on this icon issue? | am more asking
for a better reaction time to when you know you are wrong—when you know there are new
assumptions to work on. Every 12 months just seems ridiculously too long.

Mr Glyde—Most of the action, most of the interest, most of the concern that the
consumers in Western Sydney have, and most of the concern that peoplein rural and regional
Australia have, is what the oil price is now. So we put our effort into every three months
having a good look and learning by doing, if you like, but looking at what the assumptions are
for what we expect to be the ail price next year.

We then are brave enough, and perhaps silly enough, to forecast out ancther five years, but
we do that only once a year. The logic is to take the sources of information we have, explain
where they have come from, document them, run through the things that we use in order to
make that assumption, document then the risks upside and downside of that forecast being
higher or lower than what it otherwise might be and put that out so that we hope that that is a
service. Even if, ultimately, as has been the case with oil, that the real number is different
from what we forecasted it to be, you can have alook at the assumptions. If you believein the
peak oil theory and you believe that supply is not going to react more quickly then you would
say, therefore, ABARE is underdone and the oil price needs to be higher. What we are trying
to dois lay out the factors that move ail prices around. We think that is a service to consumers
in Western Sydney and to farmers in rural and regional Australia—that they can see what
economists believe are the things that are moving around oil prices. That is the service we
think we provide, not getting it within five or 10 per cent.
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CHAIR—I would like to add a comment there, Senator McGauran. Mr Glyde you have
explained it as exquisitely as you can. The secret is forecast. You got it wrong, bad luck, we
will move on and hopefully you will get closer next time.

Senator McGAURAN—12 months away.

CHAIR—I think in all fairness, the questions are going round and round. We do not need
any more explanations of what forecasts mean. Senator McGauran, do you have any other
guestions before we adjourn?

Senator McGAURAN—Not on that matter, but Senator Allison does.
Senator M ILNE—Chair—
CHAIR—Sorry, Senator Milne. Senator Allison does have a question on oil.

Senator ALLISON—We had a quick look on the website of the International Energy
Agency and its projection is $110 a barrel for 2008-09. You said that your projection was $82.
Can you explain the difference? Just before you do, Credit Suisse also has a higher figure of
$120 in 2008 and its long-term projection is $100. So, if as you say, you are relying on the
International Energy Agency, what projection could possibly bring down that figure from
$110 to $82 in such a short timeframe?

Mr Glyde—I did not hear the figure. Could you just run through the question again please?

Senator ALLISON—The International Energy Agency says that in 2008-09 oil will be
$110 abarrel. Credit Suisse saysit will be $120 a barrel. And Credit Suisse says that it will be
$100 long term. That does not sit anywhere with your current projections, which are that it
will be $82 in 2008-09 and by 2013 it will be $67.

Mr Glyde—That is correct.

Senator ALLISON—What | am asking is, you cited the International Energy Agency as a
key agency for information into this process. What are the other bits of information which
would drag the International Energy Agency’s figure down to your $67 by 2013 and $82 in
2008-09?

Mr Glyde—I am not sure | did cite the IEA and the |AS sources for the medium term and

the short term. | was just using them as other reputable organisations with involvement in
government forecasting.

Senator ALLISON—Why did you not look at the International Energy Agency estimation
for 2008-09 in compiling your estimate?

Mr Glyde—We have regard to their estimates and, in the same way as their analysts make
different judgements about the same facts, we make judgements about those same facts. They
might have access to different information to the information we have.

Senator ALLISON—So, again | ask you: what is the source which has greater importance
or ismorereliable that would give you to suggest that $82 is theright figure?

Mr Glyde—That was our judgement as of March of this year. Clearly the IEA had a
different judgement.

Senator ALLISON—Yes, but | am asking on what basis?
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Mr Glyde—I will have to come back to you in terms of the specifics of why it is that we
are that different right now. | am happy to take that on notice and send that to you, but |
cannot answer that right now. | am not the oil analyst.

Senator ALLISON—If you could explain why Credit Suisse has the projection of $100
long term but yoursis almost half that?

Mr Glyde—When you say ‘long tern’, what did they say was long term?
Senator MILNE—They did not put afigure onit.

Mr Glyde—2030 or 2015?

Senator ALLISON—They did not put afigure onit.

Mr Glyde—That might be a bit harder to answer.

Senator MILNE—In the press release they did not put a figure on it. They probably have
intheir document.

CHAIR—Senator Milne, we have got one minute if you want to quickly propose a
question.

Senator MILNE—Just as a final one on the oil, given that your underlying assumptions
are giving you wrong answers in terms of forecasting, will you now look at the underlying
assumptions much more carefully in the light of other assessments around the world as to
what is going on with the oil price?

Mr Glyde—We always look at those assessments and assumptions. We do it every quarter,
of course, and every year for the medium term and every now and then for the long term.

CHAIR—It is now 4 o' clock. We will break for afternoon tea and we will have everyone
back here at 4.15 sharp. Thank you.

Senator McGAURAN—WiIll ABARE be back, because that last comment was worth
picking up on: ‘every now and then’ ?

Proceedings suspended from 3.59 pm to 4.15 pm

Mr Glyde—Senator Siewert asked whether or not ABARE had provided any advice to the
department on the impact of higher fuel prices on fertilisers. We did indeed provide some
information that was incorporated into the submission from the department that was put to the
Senate select committee. | am happy to table that. That was the reason | was late. My
apologies for that.

CHAIR—Thank you. That istabled.

Senator ALL1SON—When did you make the submission? It was not on the website.
Mr Glyde—The date we have on this from DAFF was April 2008.

CHAIR—S0o, last month. That is tabled. Thank you, Mr Glyde.

Senator ALL1SON—Could we have copies of that?

CHAIR—Yes, it has been tabled. If you put in arequest for a copy, the committee will get
it. Senator Fielding?
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Senator FIELDING—My gquestion goes to some of the ongoing research to do with farms
and farm sizes. | have seen some figures about the number of farming businesses or farmsin
Australia and how that has been dropping over a number of years.

Mr Glyde—Yes.
Senator FIEL DING—Could you talk us through that?

Mr Glyde—I do not have the numbers in front of me, but we can provide a chart
afterwards, if that would help. The long-term trend has been for there to be a decline in the
number of farms but at the same time an increase in the total amount of agricultural
production. That essentially is one of the key drivers of productivity in the Australian farm
sector which, as you are probably aware, is one of the high achieving sectors as far as
productivity goes in the Australian economy. Essentially, as farm size has increased farmers
have been able to achieve economies of scale and therefore produce more from the same area
of land once bundled together or running in a number of different enterprises.

Senator FIEL DING—So the structure is changing. |Is the small family farm disappearing?
You obviously look at humbers quite a lot; | have seen your reports and research. What is
going on?

Mr Glyde—I would have to take on notice the specifics of the farm size. We do have
different categories of size.

Senator FIEL DING—Isthere someone here who would know that data?

Mr Glyde—You are talking about family farms. The vast mgjority of Australian farms
remain as a family owned farm. The distinction | would make is really much more about the
size of the operation, the scale of the operation rather than about the ownership structure of
the farm that is actually driving the productivity increases and the improvementsin efficiency.

Senator FIELDING—Isiit true that there has been a 20 per cent decline in the number of
farms? Someone is obviously selling up and selling to other farms. Can no-one here give us
more of an understanding of what those figures are doing?

Mr Glyde—We can provide you with the percentage declines over any sort of period you
would like. But | do not think we can do that on the spot today. | do not think anyone has any
briefing with that detail on it, unless someone is prepared to advise me to the contrary.

Senator FIEL DING—Do you do forecasting?

Mr Glyde—I stand to be corrected, but | do not think we actually forecast farm numbers at
all. We make estimates of farm financial income but we do not forecast what we estimate to
be the number of farms into the future.

Senator FIEL DING—Do you have any idea of what the change to the single desk will do
to certain types of farmsin Australia?

Mr Glyde—I am pretty sure we have not done any analysis on that matter.

Senator FIEL DING—That surprises me a bit, given that it is the biggest change that will
happen in Australia as far as wheat farming is concerned. | am surprised by that response.
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Mr Glyde—I might ask Dr Sheales, who has had some background in this matter, to see if
he can help us with this.

Dr Sheales—ABARE has not made any specific estimates of the type you are talking
about. But it isfair to say that we have looked at the various marketing methods that farms of
different sizes use. For example, in one of the recent years when there was a large harvest,
2004-05, the smallest third of grain growersin this country sold more than half of their wheat
to traders other than AWB. We actually provided a lot more detail to the committee. | am not
sure what committee it was now, but it was looking at wheat marketing. It was actually a
fairly detailed piece of information. That has the actual numbersin it. | am going largely off
the top of my head now.

Senator FIELDING—You mentioned a third of the grain growers. There are two-thirds
that do not. That is quite a sizeable amount.

Senator ADAM S—Western Australia and South Australia do not have a domestic market.
Thereafter, all their small farms would have to export and they would not be on that list.

Senator FIELDING—I understand the arguments from Western Australia and Victoria.
They have some different arguments. Farmers are very concerned about what will happen
with the single wheat desk disappearing. Do you have an idea of what the landscape will 1ook
like so that at least Australia can consider this. We are considering a major change to the way
wheat is marketed. Can you shed some light on this?

Dr Sheales—I can give you a view. Farming in this country has a long history of adapting
to change and making adjustments. | would suggest that the number of farms has been
declining probably throughout the recorded history in this country, certainly in the past 100
years or so. There is a whole range of reasons for that. But specifically about wheat and the
single desk, | would suggest that most farmers, with the possible exception of some Western
Australian and South Australian farmers, have quite a bit of experience with selling grain to
different traders and using different marketing services that they operate. We have had a
deregulated domestic market since roughly the mid-nineties. That has by and large performed
very well. People are accustomed to working in that sort of environment. Secondly, if we
move away from a single desk for export wheat, that will mean some changes, but it will not
mean, | would suggest, any wholesale changes in the farming environment, and certainly not
in terms of the number of farmers involved. There will be other economic factors that will
drive farmers decisions about whether to stay in business or not. | would suggest that how
wheat is marketed would have very little to do withiit.

Senator FIEL DING—What does that mean? | understand you to be saying that you think
thisis nothing to be worried about if you are afarmer?

Dr Sheales—If you want it in one word, correct. But that is probably a little bit blunt.
Farmers are accustomed by and large to dealing with a whole range of marking options and
marketers. We are not going to see major changes in that respect.

Dr O’ Connell—It might be useful if Mr Glyde went through some work that ABARE has
undertaken. | think some of the issues that you are raising go to the question of whether price
premiums are engaged in the single desk or not.
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Mr Glyde—Sorry, | did not quite get the drift of your question. We did a review of the
literature to have a look at whether or not there was any evidence one way or ancther. We
found there was no clear evidence to support the argument that single desk marketing of
Australian wheat would enable the extraction of a price premium for some export markets. In
instances where there are possible price premiums, they can be largely attributed to freight
advantages or the provision of associated services for the sale of wheat, neither of which are
dependent on a single desk arrangement.

The Australian wheat industry already operates in a partially deregulated environment and
there is no evidence to suggest removal of the single desk will adversely affect growersin any
particular region. A range of major companies in addition to AWB provide grain marketing
and handling services to producers. There is aso an increasing number of smaller private
grain trading and market busi nesses operating Australia wide servicing both the domestic and
international markets with the bag and container trade. Since deregulation of domestic grain
marketing arrangements in the mid-nineties, Australian producers have had the opportunity to
hone their marketing skills on grains other than wheat.

Our farm survey data also suggests that producers are not heavily reliant on AWB to
market their wheat. We also believe that the concerns that have been expressed that small
producers are likely to be most vulnerable to any changes to the single desk exporting
arrangements appear to be unwarranted. These producers were found to already market some
of their wheat elsewhere. In 2004-05 the smallest third of grain producers sold more than half
of their wheat to traders other than AWB. That is pretty much the extent of the advice we have
provided to date.

Senator NASH—Could you table the document that you have read from?

.Z/Ir Glyde—There are parts of it that | cannot, so | am happy to provide what | have just
said.

Senator NASH—Could you do that perhaps by the end of the day?

Mr Glyde—Sure.

Senator FIELDING—What is that document that you are reading from?

Mr Glyde—Thisisabriefing that | have had for this question.

Dr Sheales—I would add to that that all of that isin what was previoudly provided to this
committee. All of it—plus more.

Senator NASH—A number of members of this committee were not part of the previous
hearing.

Dr Sheales—That is why earlier | mentioned what | said in terms of what was available.
But we are certainly happy to provide that.

Senator NASH—They are not based on assumptions, are they?
Mr Glyde—Always assumptions.

Senator FIELDING—Could you provide the assumptions behind those notes? They are
obviously quite big statements. | would like some background to that. Could you also table
the bits that you said you can, the statements you have made, but also—
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Senator NA SH—Supporting evidence.
Senator FIEL DING—what rationale and supporting evidence is behind those?

Mr Glyde—That would be a bit hard to do by tonight. | can table what | have been reading
from.

Senator FIEL DING—A week isfine, if you need a week.
Senator Sherry—No, we will have to take that on notice.
Senator FIELDING—I amjust saying—

Senator Sherry—We will do our best for it to be timely. | will ask the minister. But he
cannot give an undertaking asto aweek or a day or whatever.

Senator FIELDING—I am not trying to speak over you. You already have that rationale
and you need aweek to find it, don’t you?

Mr Glyde—I have been reading from a brief that we had in relation to this question. You
are asking me to now go back and document all of the assumptions that led to our making
these conclusions and the work we did. | am saying that | do not think that is something | can
do thisevening.

Senator FIEL DING—How long would it take you?
Mr Glyde—I don't know.

CHAIR—In my opening statement | did say the committee has resolved that Friday, 18
July 2008 is the date for the return of answers to questions taken on notice.

Senator FIEL DING—Given the debate on this issue is coming into the chamber before
that date, it would be foolish for this committee to not ask that that i nformation—

CHAIR—I understand.

Senator Sherry—I will take it on notice and | will make a request to the minister for that
information, if he agrees to make it available. It would be logical to provide the assumptions
before the debate on the legidation. | will ask him to do that.

CHAIR—Thank you, Minister.

Senator FIEL DING—There is some analysis on the potential economic impacts of apples
imported from New Zealand. Are you having a large input into the World Trade
Organisation’s defence of apple biosecurity? | notice that you have done a fair bit of work in
the area of analysis of the potential economic impacts of applesimported from New Zealand.

Mr Glyde—I would have to take some advice on that in terms of the work that may or may
not have been done. But we have not played a mgjor role in doing the economic assessments
in relation to the IRAs for apples. | do not know if anyone else at the table can be more
specific.

Senator FIELDING—I am reading from page 180 of the Department of Agriculture,
Fisheries and Forestry annual report 2006-07.
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Work in 2006-07 included:

« analyses of the potential economic impacts of apples imported from New Zealand (December
2006)

Mr Glyde—I do not have a copy of the annual report with me. Is that work that ABARE is
said to have done?

Senator FIELDING—It isinthe ABARE section. It says under the heading ‘ Biosecurity’:
ABARE aims to devel op economic frameworks that support cost-effective biosecurity responses.
Work in 2006-07 included:

« analyses of the potential economic impacts of apples imported from New Zealand (December
2006)

Mr Glyde—My recollection was that we were working with Biosecurity Australiain terms
of developing a framework for the economic assessment of those, but | would have to take on
notice the specifics of what we actually did. | do not have that in my head and | do not have it
in front of mein my briefing.

Senator FIELDING—I am getting nervous; this is taxpayers money here folks. | have
asked a couple of questions. | do not understand why someone does not know about it. It is
the second bullet point.

Senator HEFFERNAN—What are we talking about.
Senator FIEL DING—Fire blight of apples.
Mr Glyde—What page?

Senator FIEL DING—~Page 180. It sounds significant to me. The apple and pear industry
are worried about what is happening. The economic analysis could be quite important in a
defence case to the World Trade Organisation for apples and pears.

Mr Burns—We will check the exact details of the work that was done, as Mr Glyde said.
But my recollection—and | am only going off the top of my head—was that that was to help
Biosecurity Australia develop a framework on the estimates of the number of apples that
might come into Australia to help them with their risk analysis. Basically, it is a probability
exercise.

Senator FIEL DING—Could you come back to us on that? That does not sound like the
title that isthere. | have read this and it sounds important to me.

Mr Burns—When a risk analysis is done, we do not look at the economics of the
importation of the product. We look at the economics of the importation of diseases. To do
that you have to make estimates of the volume of applesthat are likely to come into Australia.
That of courseis an economic exercise.

Senator FIEL DING—I may have missed it. Could that particular analysis be tabled?

Mr Glyde—We will do our best to find out the specifics of what the analysis was and get
back to you with what we had and whether or not we can table it this evening.
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Senator HEFFERNAN—Isthat the analysis on the import risk?

Mr Glyde—It is saying that it is an analysis of the potential economic impact of apples
imported from New Zealand—something that ABARE did in December 2006. Having joined
in November 2006, | do not recall that personally. | am undertaking to go back quickly during
the dinner break—

Senator HEFFERNAN—THhis is not the impact if we get an outbreak; this is the impact
on the marketplace?

Mr Glyde—As | said, | will have to check. | do not have a personal recollection of the
work.

Senator McGAURAN—MTr Burns, you are saying that you believe it is an economic study
of the impact of an outbreak?

Mr Burns—What | am saying—and again | stand to be corrected because | am only going
off the top of my head—is that my recollection is that it was some work that was part of the
risk assessment process of making an estimate of the likdly entry of apples into Australia to
help BA withitsrisk analysis of the probability of diseases.

Senator McGAURAN—So it isjust the number of New Zealand apples.

Mr Burns—Again, | am only going on recall here, but it is not what would be the likely
number of Australian farms that might be affected or anything like that. It is really to help
with an estimation of the numbers of applesthat might comein.

Senator FIELDING—I wish to raise one last issue, if | can. | do not know whether this
has been covered before. Do you have your charter |etter from the Prime Minister on your
performance benchmarks at all?

Senator Sherry—Here? No.

Senator FIEL DING—Have you been given one by the Prime Minister?
Senator Sherry—I will check. But not for this portfolio?
Senator FIEL DING—For the portfolio that you look after?
Senator Sherry—Directly?

Senator FIELDING—Yes.

Senator Sherry—Superannuation and corporate law?
Senator FIELDING—Yes.

Senator Sherry—VYes.

Senator FIEL DING—Thank you.

CHAIR—Are there any other questionsto ABARE?

Senator ALLISON—I wanted to follow up on what Senator Siewert said earlier about
fertilisers and other inputs into farming. As | understand it, according to AgForce Grains, the
input figures for fertiliser chemicals and fuel have raised prices for farmers by 50 per cent to
100 per cent. Isthat your understanding as well, since 20047?
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Mr Glyde—Yes.
Senator ALLISON—How does that compare with ABARE's projections?

Mr Glyde—We do not project future fertiliser price. That is not a commodity we |ook at.
What we have observed is that—you are quite correct—world fertiliser indicator prices have
increased particularly significantly over the past several months for diammonium phosphate
and monoammonium phosphate. We went through this at the last hearing. The estimates |
have are that in terms of year on year, up to April 2008, the diammonium phosphate prices
have increased by about 168 per cent. The monoammonium phosphate price has increased by
about 138 per cent.

Senator AL LISON—Who determines whether you forecast the cost of fertilisers?

Mr Glyde—That is a very good question. It is probably an historical accident. We tend to
forecast commodities that are relevant to the Australian farm sector. We do not specifically
look at fertiliser. We do not forecast prices. What we do do, though, is as part of our—

Senator ALLISON—Can | interrupt you. You do not forecast prices?

Mr Glyde—Fertiliser prices. We collect—

Senator ALLISON—Because it is not important to the farming sector; is that what you
said?

Mr Glyde—No, let me finish. What | was trying to say is that we do collect historical
records through our farm financial surveys of the costs that farmers have to pay for the
production as well as the returns they get for selling their goods. The reason we are able to

provide you with those statistics is that we record, looking backwards, if you like, what the
costs of fertilisers have been.

Senator ALLISON—BuUt you do not consider it significant enough to forecast into the
future rather than looking back?

Mr Glyde—No.

Senator ALL1SON—How high would the costs have to go before you would consider that
to be an important input into the economy and into farming?

Mr Glyde—There are a lot of other things. Perhaps | might ask Dr Penm to explain the
basis by which we do these.

Dr Penm—When we do our commodity forecasts, our farm costs, we provide forecasts on
costs of fertilisers and based on our March quarter—

Senator ALLISON—Mr Glyde just said you did not.

Dr Penm—We do not forecast the price of fertiliser. But we analyse the farm cost of
fertiliser.

Senator ALLISON—How can you forecast costsif you do not forecast prices? | am sorry,
| do not understand.

Dr Penm—The prices are embedded in the farm costs estimation based on our farm survey
and we provide one year forward projections for farm costs.
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Senator ALLISON—You see what the costs were last year and you say that is what they
are going to be next year; is that how it works?

Dr Penm—No. For example, we estimate that over the past two years the fertiliser costs
for farmers have increased by about 50 per cent. This is in terms of the expenditure by
farmers on fertilisers. This is part of the exercise we are working to get farm income
estimates. So we do incorporate it, but we do not put out a price forecast per se in our
publication.

Senator ALLISON—Why isthat?

Dr Penm—This is all about farm gate prices. The prices could be quite significantly
different between regions. We also do aggregations in terms of prices paid by farmers and also
pricesreceived by farmers. It isjust that we do not publish standal one price forecasts.

Senator ALLISON—So you are actually asking the farmers what they pay and not so
much projecting what the costs are likely to be; isthat right?

Dr Penm—We are projecting. We ask farmers how much fertiliser they had probably used
and how much they think they will pay or have been paying and so on. But we do not really
produce a single variable saying ‘fertiliser prices'.

Senator ALLISON—I understand. Is this a difficult task? You do not do the projections of
cost in the same way that you do for oil?

Dr Penm—I think there is a difference. When we are forecasting oil prices we are
forecasting oil prices of the world market. For example, we forecast West Texas Intermediate
oil. That is basically the oil in North America. We forecast that price. Then we forecast a
world average price. Because different regions have different prices and so on. For fertiliser,
like | say, there could be a number of different prices—farm gate, import price, il prices and
so on. What we have done is do our survey and ask a farmer how much he pays for fertiliser.
To trace that back all the way through the supply chain—

Senator ALLISON—So it is always backward looking; is that what you are saying?

Dr Penm—No, it is not 100 per cent backward looking. We actually do one year's
projection.
Senator ALLISON—Based on?

Dr Penm—Based on our assessment in terms of farm production and by different crops
and so on. Based on our survey information, we make certain forecasts or estimates for the
current financial year for how much farm costs of fertiliser will increase.

Senator ALLISON—Is it fair to say that this is as much about how much farmers—
farming sorghum or whatever it is—are using per hectare compared with what they did in the
past? There is a movement in terms of use rather than price? Is that fair enough?

Dr Penm—I would say both usage and costs.
Senator ALLISON—AnNd the cost.
Dr Penm—Yes.
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Senator ALLI1SON—Based on what they did before. Mr Glyde, will there be no change to
thisin the future?

Mr Glyde—We are not expecting—

Senator ALLISON—Minister, do you consider this acceptable? |s the government looking
at input costs for farmers and—

Senator Sherry—We will take advice from ABARE on that.
Senator ALLISON—ABARE are saying they do not do it.

Mr Glyde—It would be possibleif we had unlimited resources to forecast all of the factors
that might—

Senator ALLISON—So resources is the issue?

Mr Glyde—Yes. So what we have chosen to do—and we think do more reliably—is to be
able to bundl e together farm costs. | think that is what seems to be of most interest to the farm
community—costs going up, whether it is fud, fertiliser. These are often linked. What we try
to do is put out a portfolio of commodities that is of most interest to most people in the
farming sector.

Senator ALLISON—I understand that. What about chemicals? Are they in the same
category?

Dr Penm—Yes. We do the same thing.
Senator AL LISON—Chemicals have risen in that period to roughly the same degree?

Mr Glyde—I do not have data on chemical costs. We publish very longwinded tables at the
back of our quarterly reports that show what is happening to costs over the last five or 10
years.

Senator ALLISON—TForgive meif | do not read them.

Mr Glyde—Forgive me for not having one directly in front of me. | notice Dr Penm is
working furiougly.

Dr Penm—Over the past two years chemicals also increased quite significantly. Although
the magnitude of the increase seems to be slightly less than those for fertiliser. Nevertheless, it
has been quite significant.

Senator MILNE—Can | ask onelast question?

CHAIR—On thisissue?

Senator M ILNE—Specifically on chemicals.

CHAIR—I just want to say—

Senator MILNE—Itisal right. | am happy to come back to it.

CHAIR—There is a sdlect committee on this. We have let Senator Allison go on about
fertiliser and chemicals.

Senator MILNE—No, thisis on Atrazine, like | asked about earlier today. It is not about
fertiliser.
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CHAIR—Senator Adams iswaiting. Isit just one question on chemicals?

Senator MILNE—Yes. This morning we were discussing the use of Atrazine and triazines
generally in Australia and we were not able to get an answer on the volume that is used. |
notice that ABARE does track in terms of fertilisers the use by state and volumes. Do you
track the use of the triazines, Atrazine in particular, but the triazines generally by volume by
state and by industry?

Mr Glyde—Looking to my |eft, the answer is, no, | do not think we do.
Senator M ILNE—Thank you.

Dr Sheales—There are a couple of points to be made about this sort of general issue.
Firstly, there is a range of costs that farmers face. We all know that. There are chemicals,
fertilisers, fuel, repairs and maintenance, seed, fodder and a heap of other things. The other
point to make is that in terms of farm cost, fertiliser is, according to our surveys, about 15 per
cent of the total cost. The third point to make—and | think Dr Penm may have made it earlier;
we are looking at fertilisers for the moment—people ook very closely at their usage of those
fertilisers. They are just as likely to cut back somewhat on their usage of those fertilisers
because it does not pay as much to use them. All of those factors feed into what the
expenditure might be on fertiliser or some of these other categories.

Senator MILNE—My question was purely in relation to the use of Atrazine and triazines.
| am trying to establish how much is used in Tasmania and | have got an answer that you
cannot give me that.

Dr Sheales—We do not have that information at this time.

Senator ADAM S—Thisis going to ABARE's involvement and information provision with
the Wheat Industry Expert Group’s recommendation. With respect to the recommendation that
ABARE should collect and contribute key information such as production, export and
availability of wheat—in conjunction with ABS—how often do you consider this should be
done?

Dr Sheales—There are two things. The policy areas of the department are still discussing
the details of this with the ABS, how they might do their side of the operation. As part of
those discussions ABARE is looking at actually publishing whatever they come up with plus
the production information and export information. The export information, by the way, does
come from ABS, anyway.

Senator ADAM S—Yes, | redlise that.

Dr Sheales—We are currently thinking about putting this information out once a month.
That does not mean that all pieces of information would be updated once a month. For
example, we do a crop report each quarter. In difficult years we will add in an extra one,
because it is so critical asto what is happening, and we envisage continuing along those lines.
For usto do a crop report every month we are probably not going to add much information to
what is out there. That is why we are planning to do the crop report part of it each quarter,
with maybe a fill-in from time to time, and publish the other information that ABS provides
on stocks and associated information that is given to us.
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Senator ADAM S—Will it be possible to have it once a fortnight just through the months
of harvest, say three months?

Dr Sheales—We would not have access to sufficiently good information to be able to do
that. Thereis arisk you would run trying to do that. Given that the information is not good, it
could end up being quite misleading. That is not the purpose or the intention of trying to do
this.

Senator ADAM S—I realise that. It was just that | had several constituents ask me about
thisand | said | would ask the question here and see if it could be done over the harvest period
alittle bit more often?

Dr Sheales—I do not think it is feasible.

Senator ADAM S—I have been hunting through the budget papers to see if ABARE has
any additional funds in their budget to cover the costs of the service. | cannot find it. Is it
there somewhere?

Dr Sheales—I think you are a it like us, Senator.

Mr Glyde—That is still a matter of discussion, asto how this will be paid for. We have not
received any funding in the budget for this particular service as yet.

Senator ADAM S—At least it was not anywhere | could find it, then. Thank you very
much. That was all.

Senator SIEWERT—I would like to ask some questions around genetic engineering. This
month ABARE released a report on the expected benefits if Australia moved to genetically
engineered crops. | may have been interpreting it wrong, but it seemed to me that it made
quite extraordinary claims about the values GE crops would bring to Australia and the
properties forgone if we do not move to genetic engineering. It seemed to me from my
analysis that what ABARE was cal culating was the projected value of the crops in total rather
than the additional yield benefits. Could you tell me if | am correct or have | misinterpreted
it?

Dr Penm—Using our in-house model for the Australian economy, including the farm
sector, we undertake a survey of international experienceinterms of GM crops. We undertook
two simulations. One is focused on canola. Another one is a scenario consisting of five
possible GM crops. Some of them including wheat and rice are not commercially available
right now. But given we are forward looking, we use that as a demonstration/illustration for
possible impact. To answer your question, the simulation results for this particular paper is a
cumulative impact of the increase in crop adoptions, including export, over a 10-year period.
We have undertaken a ssimulation in two ways. One is that we assume from 2008-09 that
canola will be adopted for Australia as a whole and then we examine the economic benefits
for each year till 2018-19 and then we add them all up. Then we are analysing another
scenario with delayed adoption, that is, we assume adoption will only happen in 2013-14 and
then for five years. That is how we did our simulation. It is not really the total crop production
we are talking about. It is an increase in economic val ue of the crop production over a period
of 10 years.
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Senator SIEWERT—You are assuming in that that all of the crop is geneticaly
engineered?

Dr Penm—Yes. In the model we took the assumption that the adoption will be immediate;
there is no gradual adoption, that is, just assuming that it will happen in that year. Then we
also undertake the simulation using the assumption that there will not be any segregation
between GM and non-GM. You are correct. We are assuming that everything will be GM.

Senator SIEWERT—It is extremely misleading, the media that you did around it. | have
seen the media release and have copies of it. It was extremely misleading. It indicated that
Australia was missing out on | think it was $9 billion worth of crops. There is no scenario
whatsoever that this country would next year be planting a full GE crop. No country in the
world, as far as | am aware, has 100 per cent GE crops. There is no commercialisation of
wheat, as you just pointed out. So how does ABARE get away with producing a report like
that, which misleads the community entirely? | have not gone into all of the other issues that |
have with that report.

Dr Penm—We have no control over the media report. But—
Senator SIEWERT—But | have seen the media release.

Dr Penm—If | remember correctly, what we have said is that for the five crop scenarios
over the 10-year period the total economic benefits will be around $8 billion something,
reaching $9 hillion. | have a copy of the media release here. | am not quite sure where the
confusion or the misleading information originates. It clearly statesin our report that all those
scenarios are for illustrative purposes. We are not saying this is a situation that will happen
definitely.

Senator SIEWERT—Why produce a report like that that is in fact no realistic scenario
whatsoever, is clearly coming down in favour of GE without properly articulating the
constraints, without properly factoring in segregation, liability, and weeds, for a start? Not to
mention the fact that a commercial wheat crop is years and years away and, as far as | am
aware, there are no commercial wheat crops, GE wheat crops available.

Mr Gunasekera—I guess the idea there was to highlight the maximum potential in terms
of increase in the value and output if we adopt GM technology. It is a bit similar to the work
that we undertake when you look at trade liberalisation. Sometimes we look at what are the
potential impacts of total trade liberalisation. We know it is really unlikely that we will
achieve total trade liberalisation within a certain period of time. But it provides some strong
indications of the potential gainsif we take that path.

Senator SIEWERT—Where do you factor in and provide advice on the constraints on
GE?Itis misleading and | would not say it was sound economic advice if you do not factor in
the constraints, the segregation adequately, the fact that it is not available, that there are weed
problems, and the cost of labelling. All of those sorts of issues were not factored into the
advice in the report.

Mr Glyde—What you are talking about in terms of describing the real world is often not
amenable to modelling and the complexity—

Senator SIEWERT—Exactly. It is miseading in the extreme.
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Senator Sherry—Hang on. Let him finish his answer.

Mr Glyde—It comes back to the question of the expectations in relation to accuracy. What
we are trying to show, as Dr Gunasekera has tried to say, is that there are some potential
benefits here. Within the confines of the economic model that we have, and indeed within the
confines of any of the general equilibrium models, you cannot often factor in the precision of
the real world. What we do is we describe an illustrative scenario. We make abundantly clear
in the document where the assumptions are. As Dr Penm has said, we are assuming in an
unreal world in essence that there will be instantaneous adoption of the technol ogy; there will
be no segregation. Clearly, there will be some farmers who will not wish to partake in GMOs
in the country. We are also looking at future potential. There are field trials going on for
wheat, et cetera, and the other products. But we have done one case study in relation to canola
which is real—it is here right now—and others to demonstrate the potential. We document
those assumptions and we lay them out. | rgect your suggestion that we are biased in our
work. What we are doing is we are documenting the simplifying assumptions that you need in
order to be able to illustrate a particular point. We are not saying that government should
immediately move to broad scale introduction of GMO.

Senator SIEWERT—That is exactly how it can be interpreted. That is exactly how the
mediainterpreted it. WhereisABARE’s critical analysis of their marketing constraints?

Mr Glyde—It isin the document.

Senator SIEWERT—It is not. The marketing analysis is not there. It assumes no
widespread problems with markets. Where is the balance? Communities should expect from
its leading economic forecaster the analysis of the other constraints associated with GE.
Where is the analysis of the herbicide resistance that we were talking about earlier? Where is
the proper analysis of market constraints? You are assuming, as you said, 100 per cent
adoption. There will not be 100 per cent adoption. So those figures are misleading to the
community. Whereis al that analysis done?

Mr Glyde—The explanation of the assumptions is in the document. Issues in relation to
market acceptance, price premiums are in other—

Senator SIEWERT—It is not adequately articulated there.

Mr Glyde—The other point to make is that this is one of a series of reports that we have
produced over the last little while. We have dealt with some of those other issues that you
have mentioned before to the extent that economics can and modelling can. We have analysed
marketing acceptance. In other markets is there a price premium and are other countries
providing price premiums? We have gone through those. We have listed out in a scholarly
fashion the documents upon which those assessments and those numbers have been based,
where we have got the estimates of yield improvements, and our estimates of increased costs
for the adoption of the technology. They are documented and are provided in the report. |
would hope you would agree that it is very hard to summarise in a one-page media release or
indeed in a one-page summary that draws attention to the existence of the report every single
caveat in the document. And yet the caveats are there, the assumptions are there, and the
evidence is all documented. It isall in the bibliography and the like.
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Senator SIEWERT—AS to the issues | have been raising around herbicide resistance,
those sorts of things are not there. Weediness isn’t there. You can go back to Hansard. | have
been raising issues with the report that ABARE has been generating on GM for a long time.
The issues go back to | think the 2005 estimates or 2006, when you generated one of your
reports and | was questioning you about the lack of analysis of weediness and segregation?
Those sorts of issues were not there then.

Mr Gunasekera—The reality is our major competitors, China, India, Brazil and Argentina,
are embracing GM technology in an increasing fashion and they are increasing their
productivity and production and increasing their capture of world markets. It is important for
ABARE to highlight the potential losses if we do not take that path in the future. It is
important to highlight the realism, what is happening in the global agricultural production
scene and global agricultural trade scene.

Senator SIEWERT—What percentage of canola crops worldwide is currently GE? We
will seeif it is consistent with what | have been told.

Dr Penm—Based on the number | have in here, | think for canola it is about 20 per cent.
For soya bean it is much higher. | think it is over 80 per cent.

Senator SIEWERT—How much of the total crops around the world, if we are talking
about going to those five crops that are in the report, are GM?

Dr Penm—Like | said, wheat and rice are not commercially available; naturally, there is
no GM share in world production at the moment. There has been significant research interest
in GM wheat and GM rice. GM rice has been trialled very aggressively in China. To get back
to your earlier question, we do not really try to use this report to address all the issues
associated with GM. There are some economic issues and some non-economic issues—for
example, segregation. From my understanding of GRDC's answers, it thinks segregation will
not be an issue. | also understand the Grains Council of Australia put out a media release.
They do not think segregation is achievable. | have to say that we rely on those organisations
on certain issues. This paper is not one publication in which we try to address all the issues.
This is a series of publications we have been producing over the past few years. Sometimes
the issues need to be linked with other publications to get a better understanding.

Another critical issue for usisthat it is almost impossible, as pointed out by our executive
director, in terms of modelling capacities to incorporate all the issues in the single model. If
we wait until GM wheat and GM rice become available and then we start doing the research,
it may not necessarily fit into ABARE's role of providing economic advice to our department
and to our government. For example, for this paper we are talking about we started the
research in, if | remember correctly, April last year and we only just released it. It took almost
11 months to complete the report. It is a series of publications; the research needs to be
continued. | do not think we can take just one report to address every single issue in relation
to GM.

Senator SIEWERT—When are you going to be doing the analysis of the other side of the
debate and look at non-industry based research? A lot of the research that you use is industry
based. When are you going to look at some of the alternative research that is looking at the
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problems, the segregation issues they have in Canada, the markets, liability—all those issues?
When are you going to do all of the research and the modelling that factors thosein?

Dr Penm—We are in the process of constructing our work programs. That is not a question
for me to answer. But we certainly can talk to our department and stakeholders. From my
understanding, there have been significant media inquiries in terms of who actually funds this
research. As we listed in here, the funding comes from our department. It seems to me that
there will be issues if any stakeholders would like to provide funding for ABARE to
undertake thisresearch. That is also a constraint that we are facing.

Senator AL LISON—Were assumptions built into the report—I| am sorry, | have not seen
it—for climate change and reduced rainfall?

Mr Glyde—I am pretty sure we have not factored in any assumptionsin relation to climate
change. There is a whole lot of simplifying assumptions that we make in order to make the
task doable. We cannot necessarily take on board every single factor in putting out the
document. We try to explain what we have assumed and what we have not assumed and what
we have tried to modd to try and illustrate that there are some benefits here. | think it also
comes back to the discussion we were having earlier on today in relation to the problems of
feeding the world and the application of new technology to overcome some of the disbenefits
of climate change. We have to look at new technologies and whether GM is the right
technology. That is a matter for governments and others to decide taking on board the
economic advice, the views of stakeholders, scientific advice, social assessments and the like.
We are not trying to make that decision. We are not trying to put out the all-encompassing
document that does that. What we are trying to do is illustrate some of the economic aspects
of this very critical public policy issue. There is a potential benefit. New technologies have
been part of the big drivers of the productivity increase in Australian farming, and this is a
new technology that we need to look at and fully evaluate. This is our contribution, if you
like, to try to illustrate some of the economic dimension. As to the assumptions, you might
dislike the fact that we have sourced it, but what we have done is lay out those assumptions,
where we have got it from and put it out for comment. The fact that it has generated a lot of
comment is probably a good thing in trying to assist the community to come to these difficult
decisions.

Senator SIEWERT—How does it assist the community to come to those decisions when
what you provideis afigure saying $9 billion?

Mr Glyde—What we provide is an assessment of two scenarios into the future looking at
the economic costs and benefits, doing the best we can to explain what isin the scenario, what
isnot in the scenario, what it does cover, and what it does not cover.

Senator SIEWERT—The message out there is that, if we do not go with GE, $9 billion
worth of agricultural production will be lost. That isin fact not true. The information is not
true. So where does the government and anybody €l se making decisions get the other side of
the debate from, if you are not providing that as well?

Mr Glyde—What we are providing is what we can within our degree of competencies that
we have within an economic research organisation. We are trying to shed some economic
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light, if you like, onto anissue. That is our role. We are not trying to do the all-encompassing
integrating factor. We are a bunch of economists. We are not a bunch—

Senator ALLISON—The issues we are talking about are potential economic constraints.
Why are you not taking them and looking at them and modelling them? On segregation, there
are plenty of people who say that they cannot do it. | accept that you have heard GRDC make
one statement. But there are others that say you cannot. There are issues around liability.
There are issues around access to markets. Those are economic constraints as well, | would
have thought, or have economic consequences.

Mr Glyde—On the questions of segregation, we have tried to shed some light on that early
oninour report. | think it was last year. We did a sample of farmers | think in WA to get a
sense of what some of the costs were if you were going forward with the segregated regime so
as to try and shed some light on that. It was not the complete picture. There was some
criticism about what we did and did not do in that. But it was our attempt to deal with the
segregati on question.

Senator NASH—Did you talk to the bulk handlers or just the farmers?

Mr Glyde—I am not quite sure who we talked to in relation to that report.

Senator NASH—It isabigissue, if you did not talk to the bulk handlers. Can you take that
on notice?

Dr Penm—In February, ABARE held a workshop inviting industry people to discuss the
GM issue and also we sent two officers—

Senator NASH—Could you provide the list to the committee, on notice, of who you
actually had at that workshop?

Mr Glyde—Yes.
Dr Penm—I missed your question.

Senator NASH—Could you provide a list to the committee of the people who attended
that workshop?

Dr Penm—Yes. Also, we sent two ABARE officers to talk to bulk handlers. Currently we
are doing GM testing issues. If a GM crop becomes available, there will be testing procedures
and so on. Just providing some information for the follow-on research ABARE is
undertaking.

Senator MILNE—The International Assessment of Agricultural Knowledge, Science and
Technology for Development released its work in April this year and identified the current
situation in global agriculture. It identified some key challenges and options for the future of
farming. Has ABARE taken that report into account in its scenario planning on GE?

Mr Glyde—Dr Penm, are you familiar with that report?
Dr Penm—I think we are familiar with that report.
Senator M ILNE—Did you take it into account in the scenario planning?

Mr Gunasekera—I cannot comment on the report, but if you look at our report and the
reference list in our report, we have extensively revealed the international literature on this
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issue quite extensively: what is happening in North America, what is happening in Europe,
what is happening in Asia. But | cannot specifically identify the specific reference that you are
referring to there.

Senator MILNE—This is areport of some 400 scientists from around the world. It has the
same sort of standing as the IPCC report has on climate. This has it on future scenarios and
challenges in agriculture. It is not just any report. It is a peak report. | would like to know, if
you can take it on notice, how it fed into it. Can you also tell me where the research is being
done for you and who is doing it on GE? Isit al in house or have you got consultancies with
various either industry groups or CRCs? Who is actually doing the work for you?

Dr Penm—All the GM crop work is undertaken in house. We have not commissioned any
outside consultants. We basically do the whole research and report using our own
Commonwealth staff members.

Senator SIEWERT—Could you tell me if you are doing any work around the issue of
liability?

Mr Glyde—That is, who should pay, whether it is the adopter of the GM technology or the
person who decides to stay GM free?

Senator SIEWERT—I know the approach that you have been taking in your reports, but |
am wondering if you are doing any economic analysis of the impact of liability.

Dr Penm—That is not currently our work program for this financial year.
Senator SIEWERT—You are not going to be looking at that this financial year?

Dr Penm—We have not formulated our work program for the next financial year, but for
this financial year that is not currently in our work program. Anocther issueis whether ABARE
would be the best organisation to address the financial liability issue. That is also a question.

Senator NASH—Can you just tell me what the value of the canola crop was for 2007-08?
Dr Penm—You are talking about production?

Senator NASH—I am talking about the dollar value.

Dr Penm—Of canola production?

Senator NASH—Yes.

Dr Penm—For 2007-08 it was close to $500 million.

Senator NASH—What about for 2008-09? Is there a projected forecast for 2008-09?
Dr Penm—Yes. Our forecast is about $600 million.

Senator NASH—What markets is that $600 million worth of canola going into?

Dr Penm—Our major export destinations are Japan, Pakistan and other Asian countries.
Senator NASH—What are those other Asian countries?

Dr Penm—I think they are small countries. Bangladesh, Pakistan and Japan are the major
export destinations.

Senator NASH—How many minor export destinations are there?
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Dr Penm—I do not have that information with me.
Senator NASH—Could you take that on notice?
Dr Penm—Yes.

Senator NASH—Of those three major export destinations you are talking about, what
percentage of the total volume of canola goes to those three desti nations?

Dr Penm—I have to take that on notice, because | do not have the statistical information.

Senator NASH—In your report, using assumptions, as ABARE seems to do, do we
assume that when you are talking about the benefits in terms of the canola that is going to be
exported, are you using those same destinations in your modelling?

Dr Penm—In the model, basically—

Senator NASH—In the model are you using those destinations or is it different to those
current destinations?

Dr Penm—~Naturally, the majority of the exports will go to those destinations. But if | can
use the economic jargon, it is basically talking about the world market as a whole, so there
will be indirect benefits from other markets to Australia. But to answer your question, mainly
they will be going to those export destinations.

Senator NASH—So mainly they will be going to those export destinations, but you are
assuming there might be some other?

Dr Penm—Yes.
Senator NASH—What are you basing that assumption on that there—
Dr Penm—It isnot an assumption. It is basically built in in the model.

Senator NASH—Hang on. Just look at it from this perspective. GM canola being exported
from Australia to a potential market that does not exist yet—what are you basing that on? It is
just in the model ?

Dr Penm—In the model, canola from Australia will be exported to the world market and it
will mainly go to our major export destinations. Also, there are other countries producing
canola that are also exporting to different export destinations. We assume, say, because of
adoption of GM, we are going to have some increase in productivity and increase in
competitiveness; that we are able to expand our export markets and so on. That is where—

Senator NA SH—Assuming someone el se wants to buy it?

Dr Penm—Yes, let us just assumed that is the case. Naturally there will be increased
export sales and that is the reason why—

Senator NASH—Why do you say ‘ naturally there will be increased export sales ?

Dr Penm—Because if we can produce canola we can increase our competitiveness of our
canola production under the assumption that the GM will generate a dightly higher yield for
production. Then we would be in a more competitive position to compete on the international
market.
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Senator NASH—How do you figure that? Just because have more canola it is going to
make us more competitive? | am sorry, somebody might just want to clarify that for me.

Dr Penm—Let me give you a bit more explanation. We examined international experience,
for example, Canada. Canada has been planting GM canola. The Canola Council of Canada
provide some estimates in terms of a possible yield increase of around 10 per cent. We double
check that by calculating the canola production in Canada divided by the area planted with
canola over the series and we do find the yields start to increase.

Senator NASH—I understand that. | was trying to get the correlation between your talking
about yield increase and the ability to get more markets.

Dr Penm—If the area planted to canola is the same and per unit of production can be
higher, that basically means we are achieving productivity increase and therefore we are more
competitive—

Senator NASH—In terms of price?

Dr Penm—than our competitors. That is how we create the economic benefits.

Senator NASH—Just in relation to those current export markets, what discussions have
you had with those buyers around GM canola?

Dr Penm—Currently there are no import restrictions or import bans on GM canola on—

Senator NASH—I am sorry, | should have made myself a bit clearer. What discussions
have you had with those importers of canola around the possibility of taking GM canola
rather than just the ordinary canolawe are currently exporting?

Dr Penm—Canada s producing GM canola and has been exporting—

Senator NASH—No. That is not my question. My question is: what discussions have
ABARE or the department had with those export markets—

Mr Glyde—I am pretty sure we have had no discussions with the export market. What we
are talking about here is a desktop study where we have looked at it. What Dr Penm was
explaining was that when you look at the current regime, if you like, in relation to Japan,
Pakistan and Bangladesh, the major markets there, we are assuming that their current lack of
restrictions is maintained.

Dr O’ Connell—The key point is that those markets do not have restrictions on GM, so we
can assume that if we produce it at the lower—

Senator NASH—We have another assumption. My point is that, if we are going to have a
balanced debate about GM and non-GM and—and as Senator Siewert pointed out before,
regardless of whether this was the intent or not—the impression that your report has given is
that if we do not move to GM canola we are going to be worse off. In people’'s minds that
might be correct or it might be incorrect. But in terms of a balanced debate, that is the
impression that is given by that report. So when you—

Dr O’ Connell—I think that impression—

Senator NASH—Can | just finish? | understand it is a desktop study, but when you look at
the practicalities of actually doing this | think ABARE needs to be a lot clearer. | know you
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say you are being clear but | think you need to take on board that you need to be much clearer
about the fact that you are using desktop studies, modelling and you are using a whole range
of assumptions, when what you have in print clearly has a leaning towards that we will be
worse off if we do not use GM canola. That is the impression that it gives.

Mr Glyde—I hear what you are saying. | think that what | would say isthat we arein print
with al of that complexity in the thick document that gets produced with all of the caveats
and all of the referencesin it. We put out the one-page summary for people to quickly look at;
most people will not have time to go through and read that report. You are saying that that is
creating a false impression in terms of what is the intent or the content of the report. | am
happy to have a look at that but | think, to be fair, we do put out al of the caveats. We do
publish all the caveats. It is on our website. It is downlocadable for free.

Senator NASH—BUt you understand that with anything that is published, if the main body
of it looks in a particular direction and then the caveats actually tick off on that, there is the
potential for it to be taken in an imbalanced way. Can | just move on to—

Senator ALLISON—I was just going to ask about something along these lines. | had a
quick look at your press release that went with the report and it says nothing about the
assumptions. It does not mention climate change. It talks about wheat as if wheat is here and
with us now. Why was that?

Mr Glyde—Because | think if we wereto list all of the assumptions in the complexity we
have talked—

Senator ALLISON—None of themis there, none of them at all.

Mr Glyde—We direct people to the report to have a look at it. That is part of it. The
balance we are trying to strike is how to put out something that will be sufficiently
informative to say, ‘Hey, thereis areport here —

Senator ALLISON—You could not even put in one line that said, ‘ This does not take
account of X,Y and Z'?

Mr Glyde—I do not have a copy of the pressrelease in front of me.
Senator ALLISON—I will read it if you like.
Dr Penm—In the report we actually put—

Senator ALLISON—I know it isin the report, but we all know that journalists pick up the
story from your media release. That is why you put out a media release. It is the only reason
to put out a media release. Otherwise you would just give everybody a copy of the report.

Mr Glyde—We do haveto draw attention to the fact that it is published on the website.
Senator ALL1SON—Sorry?

Mr Glyde—We do try to draw attention to the fact that we have published something on
the website. That is why we put out the media release, to try to make people aware of the fact
that another longwinded report with lots of caveats and scenario analysis based on a
complicated economic model is out there.
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Senator NASH—I do not think we want lots of caveats. But surely a one-liner that says
this does not take into account climate change, does not take into account the fact that wheat
isnot here yet, does not take into account all the other things we have been talking about this
afternoon—

Mr Glyde—It sounds like you are writing the report there as well.
Senator NA SH—Perhaps someone else should.

Mr Glyde—By the time you get to that you might be over the limit of your one-page thing
to attract attention.

Senator NASH—Your press release is at least 12 paragraphs long, so | suggest that
something in there might have gone in favour of putting in some of these assumptions.

Mr Glyde—We also publish a two-page summary, too, a précis, that we hope might be
able to provide some of the complexity that is often hard to convey in a media release.

Senator ALLISON—Why isthat not referred to in the press release nor linked?

Mr Glyde—When you go to the website and you go to the link you find the option to take
the précis, the one-page summary for the media savvy, and then for those few technocrats, the
few that might actually want to have alook at the document and go through the assumptions
and check what references we have used, that is also there. We are trying to provide
communication to a number of different audiences. We do not expect farmers to be
downloading the document and understanding it. We try to provide a summary that isasimple
one. From the sound of it, you are not satisfied with the extent to which we have tried to
introduce the caveats. | am happy to take that on notice and have a look at it again when we
put out the next one. But we do document the assumptions that we make and where we get
our information from.

Senator NASH—Can | just go back to the export destinations? | am sorry; | do not know
which official made the comment that there are no current restrictions on GM canola into
those destinations. | am happy for you to take this on notice. Could you provide a list to the
committee with that list of the actual destinations of on what basis you are making the
assumption that there is no restriction and if it is merely that it simply does not exist, that is
absolutely fine, but then have you made the assumption that, if somebody was going to try to
export GM canola to those countries, they would then put in a restriction saying, ‘No, we do
not want it.” Given that it is in such fledgling days, when things are in early development,
countries do not necessarily think about what they might want to restrict if it is not planned on
being brought in yet. That is a very roundabout way of saying that. But if you have got any
proof that those countries would be happy to have GM canola could you provide that to the
committee?

Dr Penm—Can | take this opportunity to give you the share of the major destinations? We
export about 80 per cent of our canola exports to Japan, 11 per cent to Pakistan, about six per
cent to Bangladesh, one per cent to China and then the remaining two per cent to other small
destinations.

Senator NASH—That is terrific.
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Dr Penm—It is really the three countries that | mentioned that are the major export
destinations. The second point | would like to present is that earlier we did another study
analysing some of the possible export restrictions. We looked at a scenario of what would
happen if the European Union, for example, banned GM. Naturally, it is understandable that
the economic benefit of Australia to undertake GM crops will be reduced, but it is till
positive. | think from this type of scenario we can make some assessment in terms of market
acceptance impacts of GM adoption. | think it is reasonable to say that if no-one wanted to
take GM then adopting GM will definitely create significant economic losses. But let me say
that since 1996 worldwide GM adoption has been increasing quite significantly, as our chief
economist just mentioned, especially in emerging economies of China, India, Argentina and
Brazil. They have been adopting GM crops in a very significant way. Some of those markets
will be our major competitors in terms of export performance. Some of the markets will be
the emerging markets for the future. What we are trying to do, as | mentioned earlier, isin the
series of publications to examine as many issues as possible, but it is impossible for us to
include all the issuesin one document. Maybe when we undertake significant research we can
put all of our publications into a single book, but at this stage what we are doing is, step by
step, looking at al of the different issues.

Senator NASH—You have made assessments about the potential reduced costs through
weed and pest control and increased yields. Where did you get the data to do that?

Dr Penm—We did not do any of those. We have |ooked at international experience. We are
economists. Australia has not taken GM vyet, except GM cotton and some minor flowers. So,
there is no data available. What we have done is look at international experience, especially
with countries that have a similar production system like Australia, including Canada, the
United States and so on. Like | said, we do not have the expertise to look at a lot of the
technical issues; we are not scientists. So, what we have done is look at international
experience or consult some of our colleagues who have scientific expertise and then come up
with an assessment. In our assessments we also factor in some very conservative assumptions.
For example, in some eastern European countries when they are adopting GM they get avery
significant yield increase. But we did not take that because we do not think that is attributable
to adoption of GM. It could be due to some other reasons. As Mr Glyde said, we try to do our
best to ook at international experience and use our information on international experience to
form the basis for this study.

Senator NASH—TFinally, | would assume that you have had briefings through al of this
from the pro-GM, non-GM sides of the debate. Isthat a correct assumption?

Mr Gunaseker a—We have made presentations at various forums. We are pro-GM as well
as non pro-GM—

Senator NASH—NOo, | mean people coming to you. While you are determining your
report, and while you are going through the process of putting your report together, |
presumed that officials would have people coming to brief you from both sides of the debate.
But | just assumed that. Is that incorrect?

Mr Glyde—We mentioned a workshop earlier on, didn’'t we?
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Dr Penm—Yes. | think some of the media releases have not been very supportive of GM
and also publications and so on. We have that information and we also look at some of the
issues they raise. For example, talking about possible production costs, in our simulation we
did not assume every GM crop simulation we put in there will al result in reduced costs.
There is evidence to suggest that when you adopt GM maize production costs could even
increase. We also incorporated that into our simulation.

Senator NASH—That is very interesting, but it was not what | meant, sorry. | will be a bit
clearer. | will just be very simple. When you were going through the process of putting this
report together at DAFF did you get people coming, say from chemical companies, to talk to
you about anything or people from the other side of the debate coming in to talk to you?

Dr Penm—No.
Senator NASH—It was just pure desktop modelling, with no interaction at all?

Mr Glyde—That is correct. And the only thing | think we did was we shared the
preliminary results at a workshop, and | think someone has already asked for the detail of that.
We have not specifically gone out to get the views of one side of the debate and the views of
the others. We have gone from the literature, got some estimates for costs of al sorts of
different things and put those into the model. As | said earlier, it is a desktop study. It was not
trying to take on board the views of science or whatever it might be. It was just: what is the
economic data that is out there that is from a reputable source?

Senator NASH—If you could take on board, | think, the importance of ABARE as an
organisation and the views that you have and the information that you put out there and the
effect that that has on people out in the community, and particularly for something like this
issue where we need a balanced debate to be very, very cautious about how you present your
findings and views in this particular area.

Senator FISHER—I think this report is a good start and valuable work. | want to ask
about your comments in the report about technology providers. You talk in the report on page
17 about the sharing of what you see as benefits of GM technologies under the heading
‘Technology Providers'. And you suggest that when a new technology enters the market the
total benefit of that technology is usually shared among the technology provider, the GM seed
supplier, technology users, presumably farmers in this case, and consumers, which may be or
may be not all of us. The report then goes on to state that the degree of ‘competition in the
market will determine how the total benefits of GM technol ogies are shared amongst the three
groups’, so, technology provider, technology user and consumer. The report then makes the
comment that some instances ‘ GM seed supply companies hold a patent over their technology
and have therefore been successful in retaining a share of the total benefits from their
innovation’. The final comment is that ‘farmers and consumers have also received benefits'.
What work have you been able to do thus far on the break-up of those benefits and what
factors beyond the general comment about the degree of competition, and what factors
influence that break-up?

Dr Penm—Like | said earlier, this is also based on the international survey of their GM
adoption experience. | think we have a survey of some studies published in international
journals in terms of GM adoptions and there are different estimates. In general, | think our
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statements basically provide the picture that, if there is significant competition in terms of the
GM seed providers, then benefits to them would be relatively lower compared to what would
otherwise be the case. That is, the share of the benefit would go to the seed provider. If there
are many seed providers, the share would be lower compared to if there were only one seed
provider.

Senator FISHER—If there are more farmers growing a genetically modified crop,
presumably that influences the equation to the other degree? Earlier on in your report you
talk, for example, about the influence on technology, fees and costs overall of the need for
buffer zones. Presumably if you have more people growing the stuff you need fewer buffer
zZones?

Dr Penm—Exactly.

Senator FISHER—I represent a South Australian constituency, and we have a state
government that has extended a moratorium on the growing of genetically modified crops. |
am concerned that farmers not able to grow genetically modified cropsin South Australia will
be left out of engaging with any credibility in the debate about how we protect farmers
interests so that the technology providers do not take more than their share of the equation.
That is the angle | am coming from and | am concerned to see that ABARE is able to make
some informed assessment and draw some conclusions about that equation.

Dr Penm—I can provide a view. If GM technology proves that it can bring significant
benefits to growers, there will be more and more farmers growing GM. Then the remainder of
farmers growing non-GM crops may be facing a situation that the services may start to
decline or the technology improvements and so on with respect to the non-GM crops may
start to weaken. Naturally vice-versa can happen if no farmers want to take up GM, even if
the moratorium has been lifted. There will be some impacts in terms of whether there will be
amagjority of the farmers taking up certain technologies. That isjust my view on theissue.

Senator FISHER—What things help or hinder your ability to research and analyse this
aspect further?

Dr Penm—A major issue for us to undertake such research is that there is no precedent in
Australia that we can actually comfortably survey or ask the question, because there is no
empirical evidence. That is the reason why we take the approach of examining international
experience.

Senator FISHER—Is a consequence perhaps of what you are suggesting that, until we put
our toe in the water more and grow some more perhaps experimentally, we are not going to be
able to extrapolate in any empirical way?

Dr Penm—I think an examination of international experience is a good guide, but
naturally it is not 100 per cent. Anyone can say there are certain differences in terms of all
sorts of factors. That is basically anissuein any study of this nature.

Senator FISHER—Thank you.

Mr Glyde—In terms of looking at specific examples, it obviously varies with the particular

product—and | do not know if this goes to your original question—but in doing the work we
found that in terms of the introduction of Bt cotton in the US from 96 to 98 there was a study
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done on that where it estimated that seed companies were extracting 36 per cent of the total
benefit, farmers were getting about 45 per cent and the consumers were getting about 19 per
cent as a result of lower prices. So, that is not going to be the indicator for all GM crops, but
there is some work out there that goes to that question of who gets the benefit. Isit all going
to go to the inventor of the product or not.

Senator FISHER—Thank you.

Senator MILNE—I asked a while ago who did the research for this report and whether it
contracted anywhere else, and you said it was in house. But | now understand that the field
trial data that you drew on to do this report was actually done by the biotech companies. Is
that true and which biotech companies provided the field data on which to write this report?

Dr Penm—What we have done is examine internationally published papers. We did not go
to any biotech companies and ask them for data, because there is a credibility issue. We have
examined international journals that have been published of for more credible or, if you like,
independent research, the reports provided by independent research bodies. That is how we
approached this issue. We did not approach any companies or any industry groups to ask them
to provide the data for us.

Senator MILNE—AII the data is on internationally published reports, but how can | be
confident, in spite of what you are saying, that those reports were based on objective public
sector research rather than company information, since it is the biotech sector that is paying
for all of thesetrials?

Dr Penm—We clearly list all the references in our report, and quite a large number of the
reports are published in internationally renowned professional journals. Naturally | cannot
give guarantees that they are all 100 per cent unbiased. But as economists by training, we
know this is one of the methods that has been accepted by the research community as a way to
conduct research. May | say thisis a research report, this is not a policy recommendation. We
undertake the research subject to the traditional method.

Senator MILNE—My understanding is that the Department of Agriculture's Rural Policy
Innovation Division paid for this report. How much did it cost and did any of the private
sector companies have any input into that payment?

Dr Penm—There are no private companies involved as | understand. If | remember
correctly—

Mr Glyde—To be quite clear, there is no funding from any biotech company in here. The
staff time that went into this report was paid for by the department, and that is to pay for three
internal ABARE economist modellers to work on this amongst their other tasks. | would like
to follow on to Dr Penm's earlier answer. If you look through the list of references which |
will not bore you with, but if you look through there, there is a number of journals we have
referred to. They are peer reviewed journals like the AgBioForum, Pest Management Science,
Food Policy and the like, where we are relying on the publishing processes of peer reviewed
journals, which is a very standard academic practice. What we have done there is lay out
where we got the information from. People will make judgments about the extent or otherwise
of the independence of that work. But as Dr Penm said, using the peer reviewed journals does
have a degree of scientific and economic credibility about it.
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Senator MILNE—In a press release | have in front of me, lan Thompson, Executive
Manager of Rural Paolicy and Innovation, says:
There are only so many commercial GM trials conducted in Australia, some by CSIRO, some by R&D
corporations and some by biotech companies. Providing the data is reported and recorded in accordance
with reputable scientific standards | think it can be used and that enables people to form their own
conclusions on how they wish to interpret ABARE's conclusions.

Do | take from that that the biotech trial datais part of the reference of this report?

Mr Glyde—I will double-check with Dr Penm, but | thought | heard him say that we did
not use any data from Australia. Isthat correct, Dr Penm?

Dr Penm—For example, we assume the yield increase of 10 per cent for canola and that is
actually from a study undertaken by Canola Council of Canada. | think Mr Thompson's
statement is a general statement. | do not think that is a reflection of our research process.

Senator MILNE—My question just simply is this. were any of those biotech company
trials conducted in Australia fed into this report?

Dr Penm—No. We surveyed those reports. Some of the numbersin terms of yield increase
are much higher than our assumptions implemented in the model. We did not use those
biotech company’s data.

Senator MILNE—That iswhat | was trying to establish. Thank you.

CHAIR—Senator Allison, did you have a question? No. Are there any other questions of
ABARE?

Senator McGAURAN—Yes, on acompletely different issue and not as forensic as the last
set of questioning. We are racing against the clock, too, Mr Chairman, and | wish to be able to
cooperate and just whip through this question without interruption. It is in relation to
ABARE’s forecast or estimates of average cash incomes per farm for Victorian dairy farmers.
There have just been a few raised eyebrows so | just want to know your methodology. For
example, it is $127,000 per farmin Victoria. Theirrigators from the north—I see you nodding
your heads.

Mr Glyde—Yes, | agree with the article.

Senator McGAURAN—So we can skip the question?
CHAIR—Senator McGauran, you have just interrupted yourself.
Senator McGAURAN—Yes. | amsorry. | am trying to cut to the chase.
Senator Sherry—Explain.

Senator McGAURAN—Is it a straight—explain—average and do you incorporate
weighted averages? Of the 300 taken in the Australia-wide survey, why are only 95 from
Victoria. Why would a greater weight not be given to Victoria?

Mr Glyde—The question of our statistical survey design is not something | am personally
familiar with. Dr Sheales, are you able to assist here or is it something we should best take on
notice?

RURAL AND REGIONAL AFFAIRSAND TRANSPORT



Tuesday, 27 May 2008 Senate RRA&T 125

Dr Sheales—I| am not responsible for doing the surveys, but these surveys are weighted so
that they are representative of the broader population. If it is 95 for Victoria, that would be a
representative sample to give you a good representation of what is happening, and for
different sizes of farms as well.

Senator McGAURAN—Is it weighted? The northern irrigators say they would make half
that income, that is, the average.

Dr Sheales—I| do not have the information in front of me, but we do look at different
regions and certainly northern Victoriaisaregion, asfar as| know for dairying.

Senator McGAURAN—That region would be looked at separately to Gippsland, for
example.

Dr Penm—I think your question refers to the paper we produced at our regional
conference in Bendigo. The first question, like Dr Sheales said, is that given the resources we
have we designed the survey in terms of the weights so that we can get unbiased estimates
from our sampleto look at the issues we want to address. And for our regional conference we
also focus on the region we are going to do our presentation so that we can give amore, if you
like, closeto home type of estimate.

Senator McGAURAN—Can you give me the average of the Victorian northern region
dairy farmersincome?

Dr Penm—I will haveto take that on notice.

Senator McGAURAN—Yes.

CHAIR—Thank you. Arethere any other questions of ABARE?

Senator IAN M ACDONAL D—Have we been into ethanol while | have been away?

CHAIR—We have. No, you were here. Sorry, Senator Macdonal d.

Senator IAN MACDONALD—It was suggested | refer to ABARE.

CHAIR—I am sorry. Yes, you areright.

Senator IAN MACDONALD—Can you just briefly update us on this? As the Chairman
pointed out, there have been a number of Senate inquiries into this over the years. With oil so
high, why is ethanol not a more attractive financial proposition now? | understand that most
of the Brazilian production is now allocated to fuel production rather than to raw sugar
production?

Dr Sheales—You mentioned two things there. Firstly, in Brazil roughly 55 per cent goes
into ethanol and not most, even though it is a mgjority. That varies according to the relative
returns those producers can make out of turning the cane into sugar or into ethanal.
Secondly—and | suppose this is one of the unintended outcomes of what we have been
witnessing with the oil market. Certainly on the face of it ethanol should now be very
profitable. What of course has happened to make sure that is not the case is the prices of
inputs have gone up alot.

Senator IAN MACDONALD—The price of?
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Dr Sheales—Inputs; the feed stocks that are used to produce it. That is particularly the case
for grains, but it also applies to sugar as well. But sugar prices are holding up a lot better than
probably anyone expected and that is because globally at least of the ethanol effect.

Senator IAN MACDONAL D—Can you remind me of the most recent information you
have on the world price for sugar?

Dr Sheales—It is currently around 12c or 13c a pound, which is in historic terms a fairly
good price.

Senator IAN M ACDONAL D—It has been higher in the last 12 months.

Dr Sheales—It certainly has. | think it was up around 14c about a year ago. That has come
off somewhat. But there are a whole host of things. Feedstock, of course, is the key cost in
producing ethanol, but there are other costs as well.

Senator IAN MACDONAL D—You have the figures. We were looking at ethanol when
oil was, as| recall, around $35 a barrel. At those stages ethanol was said to be just outside the
economic proposition without some government support, and there is some government
support even at that price. But now that oil is $100 a barrdl more, the figures just do not seem
to gel. Even if sugar has gone up from 7c or 8c cents a pound to 12c or 13c a pound, it still
does not seem to equate to the same increases as oil has done.

Dr Sheales—That is correct. My understanding, from talking to industry, is that producing
ethanol from sugar is still a fairly marginal exercise. In other words, margin in an economic
sense. That has to be attributed to the costs of the feedstocks that are going into it. Not only
the feedstocks; the actual energy costs are up, a whole range of costs have gone up.

Senator IAN MACDONALD—I can accept this for grain, but | would not have thought
sugar fitted into the same category.

Dr Sheales—It appears to. My understanding of it is that there is not a lot of money to be
made out of producing ethanol from sugar. There is some money to be made from it, for sure,
or else people would not be doing it, but not as much as looking at oil prices and just sugar
prices would suggest to you.

Senator IAN MACDONALD—Are you just chatting to me anecdotally? Has ABARE
done any sort of sums on thisin recent times?

Dr Sheales—One of the difficulties in dealing with this issue in general is getting decent
data to work with. There is some old data around. There is some foreign data around that
would help. For example, in the United States the USDA, together with some universities,
have done some research on the costs of producing ethanol for arange of different feedstocks,
including molasses, and juice from sugarcane as well as from grains. What that showed is that
the profitability either way is not very high. You cannot translate those directly into Australia.
At least that is the impression | am given when | have asked the question. For example,
construction costs here in Australia are a lot higher so your capital investment costs are a lot
higher than even in the United States. The other thing associated with that is that the actual
standards are not as high in the United States as here.

Senator IAN M ACDONALD—The standards of ?

RURAL AND REGIONAL AFFAIRSAND TRANSPORT



Tuesday, 27 May 2008 Senate RRA&T 127

Dr Sheales—The construction standards and also the capital costs of building facilities to
do this. My understanding is that they would be the key reasons why it is not quite as
profitable as it would appear on the face.

Senator IAN MACDONALD—I buy E10 petrol for my car, so obviousy someone is
producing it in Australia. And | acknowledge that there are some imports. But | would not
have thought it is all that difficult to get the figures. Are they a bit tight lipped about the costs
of producing ethanol in Australia at the present time?

Dr Sheales—| would suggest that every single producer regards this information as
commercial-in-confidence to them, but certainly with respect to the amount that is produced,
with ethanol from sugar, for example, with the Sarina plant in Queensland | understand the
capacity is about 35 million litres a year.

Senator ALLISON—It goesto Japan for consumption. It is high-level ethanol.
Dr Sheales—That is not the information that has been given to me by the company. There

is a plant in Yarraville, in Mebourne, which produces high-grade ethanol that goes into
pharmaceuticals, industrial users, and | suspect some of that might be exported.

Senator ALLISON—I do not think ethanol from Sarina goes into petrol, not the last time |
visited there.

Dr Sheales—I can only go with what the company has told me, and | know that they have
told plenty of other peoplethis. Thatisall | can go on.

Senator IAN MACDONAL D—Whilst | hate to agree with Senator Allison, | thought that
afair percentage of the Sarina output did go to higher quality things. But perhaps if that is not
right let us know on natice. | am not doubting you; it is just that | had that sort of impression.
But it might be a 10-year-old impression.

Dr Sheales—I think there has been some reorientation to put more emphasis on fuel out of
Sarina than there was, and | think some of that fuel went to the high grade via Yarraville. My
understanding is now that some imported ethanol is used in Yarraville so that there is more
ethanaol freed up for fuel use out of that plant. That is my understanding. | do not claim to
have it 100 per cent correct. That is not inconsistent with what you just said, of course.

Senator ALLISON—Can | pursue another question here?

Senator IAN M ACDONAL D—We interrupted you, so can you finish your answer.

Dr Sheales—I| am finished.

Senator IAN MACDONALD—If itison theissue, then please be my guest.

Senator ALLISON—To what extent does your work look at the reluctance of ail
companies to provide a market for ethanol production into fuel?

Dr Sheales—I| have heard that this may be the case in some instances. | have not had
anyonetell methat it isin fact the case.

Dr O’Connell—We are straying into the area which is really the resources and energy
department’s turf, which is the nature of the policy around biofuels.
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Senator ALLISON—If ABARE is doing projections of ethanol production, surely thisis
one of theinputsinto that consideration.

Dr O’Connell—Mr Glyde can explain that ABARE is not doing current work in this
particular area.

Mr Glyde—We are not projecting anything in relation to what the future price of ethanol
or biofuels will be. We are doing some work at the moment looking at the impact of biofuels
palicies and whether or not those international palicies are going to achieve their objectives
and whether or not they might have some unintended consegquences on other markets such as
food markets. We are doing that internally at the moment, but we do not forecast prices for
ethanol .

Senator ALL1SON—I was not asking about prices.
Mr Glyde—No, or production volumes.

Dr O’ Connell—I did not want us to be getting into areas speculating about the role of ail
companiesin ethanol. It is not an area that we look at.

Senator ALL1SON—Because you do not think that could be a factor?
Dr O’Connell—I do not think that that is an issue for this portfaolio.
CHAIR—Senator Macdonal d?

Senator IAN MACDONALD—I am a fraction put off by the fact that ABARE is not
looking at this. With oil prices as high asthey are, | remember under the previous government
we participated in a conference in Riyadh of oil producers and oil consumers when the price
got to the outrageous price of $33 a barrel. Perhaps, Minister, your government might be able
to think about some international meeting to try and address the issues as we did 10 years ago,
but that is an aside. But with fuel as high asiit is and the petrol at the bowser and the cost of
living to ordinary working families going through the roof, and the government seeming to be
incapable of doing anything about it, | would have thought that might have been something
that ABARE might have been urgently focusing upon, alternatives to fossil fuels. No?

Dr Sheales—The work ABARE has been doing is really just looking at the information we
can gather. We are not trying to do any forward projects, as has already been indicated to you.
| have related to you my understanding of the situation from a range of sources, and that is
about all we can say on that particular issue.

Senator IAN MACDONALD—I would just like to move on. Again, | should know
exactly what ABARE does, but perhaps | have forgotten with the passage of time. Perhaps it
should be BRS. Would it be in your bailiwick to look at other areas of Australia—my instinct
is northern Australia—that might be suitable for growing feedstocks for an ethanol or biofuels
industry, either in grain or sugar, on the basis that, whilst it may not be appropriate for raw
sugar production, you might be able to get economies of scale that might make new areas of
cane or grain production suitable for ethanol ? Is that something you would look into?

Dr Sheales—ABARE basically is the home of some humble economists and the sort of
question you are asking about what might grow in different places and how well and all that
sort of thing is well beyond our purview. Really you would have to ask people with a bit more
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technical and scientific knowledge to be able to give you some indications, but unfortunately
ABARE is not the place for that.

Senator |AN MACDONAL D—I would have to say that you were dobbed in by someone
ese in the department. Perhaps if you are not the people, you could dob in whom | might put
these questions to?

Dr Sheales—| am aways loath to dump in colleagues. | know we get dumped in from time
to time. But | think my answer may indicate where you want to ask questions. | do not know
whether others in this department have answers that would be helpful to you. There is
certainly thinking going on about so-called second generation fuels or feedstocks and what
they may or may not mean and whether they are feasible or not or likely to be feasible. A
whole range of things is being addressed by people doing scientific research, people looking
at commercial possibilities and so forth. But my understanding, again from talking to a range
of different people and sort of seeing what | see in the literature, is that those sorts of
possibilities are still some way off, particularly with commercialisation.

Senator IAN MACDONALD—I do not recall the name, but again you or someone €else
might know. Someone was telling me that there is a new plant out now that can be converted
to ethanol that is neither grain nor sugar. Does that ring a bell with anyone?

Dr Sheales—There is a whole range of plants that have potential but, as | said, it comes
down to their commercial viability, and that would include being able to manage them as
crops and finding somewhere to grow them that perhaps did not compete for land with food
producing crops. All of that is still to be really addressed properly, and any commercialisation
has to be along way off. A long way in terms of | have heard people saying a decade, but they
have been saying that for a couple of years so maybe it is a bit closer than that.

Senator NASH—I am assuming you are referring to plant matter and the lignocellul ose
process. Being humble economists, | am sure it is not happening in your department, but can
you direct me to within Australia any bodies that are currently undertaking research into the
development of lignocelluloses? This is really important, given the discussion we have
worldwide about fuel for food. Developing a process whereby we can use plant matter that is
not actually food to go into the devel opment of ethanol would surely be a priority. Could you
enlighten me whether there is any research happening in Australiainto this?

Mr Glyde—The suggestion would be to speak to CSIRO about that. They are probably
best placed on that. We had a presentation at one of our regional outlook conferences where
people were talking about second, third and fourth generation technology in relation to
lignocellulosics and the like.

Senator NASH—Are you aware of any research that is actually happening on ligocellulose
inAugtralia?

Mr Glyde—I am not personally aware, but | understand some has been conducted. | think
CSIRO isthe place to go.

Senator NASH—I am very happy for you to take that on notice, if you would not mind,
and come back to us. That would be quite useful and we can follow it up from here.
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Dr Sheales—I| understand that there is that sort of research going on. We would have to
look up astowho exactly itis.

Mr Glyde—We will work with our colleagues to give you an answer.
Senator NASH—That would be great.

Senator IAN MACDONALD—Assuming the CSIRO still exists. | thought it got
decimated.

Senator NASH—Exactly. If you could take that on notice for me and also the funding
arrangements for that research?

Mr Glyde—That is probably a question best directed to CSIRO. We can point you in the
direction as to where to go, but finding out exactly what the nature of the funding is for the
research is probably a question best put to CSIRO.

Senator NASH—I will do that. Thank you.

Senator McGAURAN—I return to my question on Victorian dairy. | hope that you have
taken on notice that the northern irrigated farmers is what | was looking at. Can you also tell
me whether this figure is correct as published? Victoria has two-thirds of the dairy farms
across the Australia and yet only one third of the sample was taken in Victoria? | would
request that you get back to me on the sampling.

Mr Glyde—We can do that.

CHAIR—Are there any other questions? Senator Macdonald, you have finished your
guestioning.
Senator MILNE—Earlier today we were having a discussion about agricultural land taken

out of food production for forestry plantations through M1S schemes and other incentives and
so on. Does ABARE have any statistics on this and do you differentiate land in this way?

Mr Glyde—That might be a question best directed to the Bureau of Resource Sciences, |
suspect, in respect of areas of land and land use change. They are on the agenda after us.

Senator MILNE—Do you not have statistics on land use change in that way? Plantations
may not be seen as a land use change because they are both crops.

Mr Glyde—We produce forests and wood statistics, and the BRS also produces a Sate of
the Forests report. Perhaps between the two of us we might need to figure out whether or not
we can actually answer that question.

Senator MILNE—My interest is in a state-by-state analysis of how much land has gone
out of crops for food production into crops for plantation production. The state-by-state
analysis basically in the last 10 years would be quite interesting to look at.

[6.15 pm]
Mr Glyde—We will take that on notice. If we can produce an answer in the course of the
evening we will do so, but | suspect not.

Senator MILNE—My other question relates to the model that we discussed at a previous
time building the capacity for ABARE to link its economic modelling with CSIRO’s climate
modelling.
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Mr Glyde—Yes.

Senator MILNE—I am interested in knowing whether there was any money in the budget
to further advance that work and, if not, what your projected goal is for this year then in terms
of the ongoing construction of that model and its likely completion date, et cetera.

Mr Glyde—The short answer is there was no funding sought or provided in the 2008-09
budget for that project. It is a joint project where ABARE and CSIRO are working together
using our existing resources. Our planisto try and demonstrate, as we mentioned earlier on, a
proof of concept model that would be sufficiently robust for people to look at it and then we
might see whether or not we can get that funded either through CSIRO or some of the other
Commonweal th government departments in this town.

Senator MILNE—Are you expecting that proof of modelling to be completed in this
financial year?

Mr Glyde—I might have to ask Dr Gunasekera about that.

Mr Gunasekera—In March during the outlook conference we produced a short paper
describing the framework and currently we are using the modelling framework to do some
analysis for the Garnaut review. Thisis in collaboration with the CSIRO and that work will be
an enhancement of the work that we produced in March. Hopefully, by the end of the calendar
year we are likely to have a proof of concept modelling framework.

Senator MILNE—Why did you not apply for any additional funding for that modelling
work? | thought that would be a priority for ABARE.

Mr Glyde—The main reason was to be absolutely sure that this would actually work, that
we could do it with these two models. So | think we have to crawl alittle bit, which is why we
are investing existing resources in it at the moment, to crawl a little bit, to make sure that we,
both CSIRO and ABARE, are confident that it actually can be done. So | think we are just at
that stage of the development of the joined together models where it is just not feasible to go
and ask for funding on something we are not having yet demonstrated completely.

Senator MILNE—To follow up on the comment about the involvement of ABARE with
CSIRO and Treasury, presumably, in the development of the Garnaut report, how many
people from ABARE are involved in that and what modelling is ABARE bringing to that? Is
that this combined model or isthis different modelling or what?

Mr Glyde—I will start off and perhaps Dr Gunasekera can help me out. At the moment
and for the last 12 months, we have had two ABARE officers seconded to the Treasury
modelling team that is doing the work to underpin the government’s estimates of how to
design the emissions trading scheme. Amongst other models they are using ABARE's GTEM,
global trade and environment, model. They have taken a version of our model and they are
using it within the Treasury. The Garnaut team and the Treasury are working together
because, in essence, they are different processes but they are trying to make sure they are
using the same information, the same scenarios and the same range of models so it is very
much a shared arrangement. We also have done some other work for the Garnaut team, again
with the knowledge and agreement of Treasury and the Department of Climate Change, to
give them modelling information and assessments on sectoral impacts such as on the forestry
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sector and agricultural sector and the like. We have, if you like, been providing both the
model and the data within it, and the people to run it to the Treasury and they operate under
the direction of the Treasurer’s steering committee in the Treasury.

Senator MILNE—Can you confirm that you are not modelling below 550 parts per
million?

Mr Glyde—I cannot confirm one way or another. This is obviousy work that is being
done for the government and | am not in a position to be able to provide that to you.

Senator MILNE—Can ABARE's models model bel ow 550 parts per million?
Mr Glyde—Again, | do not really think | can provide that information.

Senator MILNE—Surely you can tell me what your modd is capable of modelling down
to. The other as to whether you are going to or not is government policy, but is the model
capable of going down to below 550 parts per million?

Mr Glyde—I think these are questions that are best directed to the Department of the
Treasury, which is in charge of the modelling process. They are the ones that are operating a
version of our model. They have made changes to our model, changes to the assumptions,
changes to the reference case and they have made changes to some of the data in it as well.
That again is with the idea to make sure there is consistency not only with the Garnaut
process but also they are using other models both at a global scale and at a national scale. So |
think 1 am | oathe to comment on that because that is genuinely a matter where they are doing
the work.

Senator M ILNE—Thank you.
CHAIR—Are there any other questions of ABARE?

Senator NASH—I wondered if | might just ask the minister a question before we break for
tea

CHAIR—Of course you can.

Senator NASH—Apologies, this might have been covered earlier. Am | right in that you
mentioned earlier in the day that you had received a charter letter from the parties—

Senator Sherry—No. | was going to clear that matter up because | had not received a
charter, and | apologise for inadvertently giving the wrong information. When Senator
Fielding asked about that | thought he was referring to my letter of appointment. That is what
| was referring to. Initially it was a letter of appointment to this committee, but then | asked
finance and superannuation and corporate law and that is what | was referring to. | apologise
if that caused—

Senator McGAURAN—So you are rudderless at the moment.

Senator Sherry—I am here in a legally appointed capacity by letter of appointment and
confirmation by the Governor General.

Senator HEFFERNAN—I am still waiting for my letter.

Senator FIEL DING—Chair, because | asked the original question, the issue has come up
with other ministers as well, so | think it is important we clarify this. Back on 27 November
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2007 on a 7.30 Report the Prime Minister said that he would be looking at performance
benchmarks for cabinet colleagues which are ministers. In Senate estimates earlier this year in
February | asked the question of the Prime Minister and Cabinet about these performance
benchmarks for ministers. They responded to me saying that these charter letters would have
an agreed program of work to be undertaken by that minister, any of the ministers specifically,
with key objectives both in the short and longer term in that portfolio so that there is a
common understanding between the minister and Prime Minister of those issues that need to
be done. In February they said that letters had been drafted and | now find out that even you
asaminister have not received that |etter.

Senator Sherry—I have not received what you were referring to, no.

Senator FIELDING—It is not what | was referring to. Anyway, | am just saying that the
Prime Minister and Chris Evans and the Prime Minister and Cabinet have said these letters
had been drafted back in February and you have not received one. That is the issue that we
have here, that they have not been agreed to and have not even been sent.

Senator Sherry—That is anissue you will have to take up with the Prime Minister’s—
CHAIR—That is not anissue for the Rural and Regional Affairs Committee.

Senator Sherry—No.

CHAIR—Transport estimates committee.

Senator HOGG—Chair, it has been an issue before PM&C and | think that is the
appropriate place that it should be raised.

CHAIR—I agree, Senator Hogg.

Dr O’Connell—Chair, we have a couple of minutes and it might be useful if Mr Pahl
could provide some of the information he undertook to do.

CHAIR—BYy al means, Mr Pahl.

Mr Pahl—Yesterday Senator Milne asked some questions about toner cartridges. | have
been able to get some information about that. | think your first question was whether or not
we had a palicy about the use of manufactured printer cartridges and the answer was yes. You
also asked whether we were aware that some manufacturers are using chips that prevent
cartridge reuse and the answer to that is also yes. You also asked about where we get our
printers from. The majority of our printers in fact come as part of our IT outsourcing
arrangements with our outsource provider, which is Volante. The printer cartridges are
provided to the specification that is set out in that broader IT contract. The magjority of those
printers are Lexmark printers but we do have some specialty printers and thermal plotters and
so on in addition to the normal print group.

You also asked whether there were any contractual conditions on what cartridges can be
used and the answer is no, there are not. You asked about the spend on cartridges and the
amount year to date is $510,400. You also asked whether we use Planet Ark, and Lexmark do
have a cartridge recycling program with Planet Ark so the answer is yes, some do go through
that program. | think your last question was about whether or not we use companies such as
Corporate Express and the answer to that is yes, we do, but in addition to that company we
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use a range of other companies, with the majority of our cartridges coming from a company
called Toner Express which, as| understand it, is an Australian company.

Senator MILNE—Thank you for doing al that work because | think the figure will
surprise people across the public sector just how much we are now spending on cartridges—

Mr Pahl—Yes.

Senator MILNE—and the issue of a government policy in relation to reusing those
cartridges rather than buying new ones all the time and recycling. Even though you are
recycling, reuse is a better option. Do you reuse asin refill any of them or—

Mr Pahl—Some would be refilled certainly as part of the contract arrangements that we
have.

Senator M ILNE—Could you come back to me with some more specific information about
reuse, because my understanding is that those new chips on those cartridges actually are
activated to make sure that they cannot be refilled, that the manufacturers have now stopped
people being able to refill them. | would really be interested to know what percentage you are
now refilling and whether that is a drop in percentage because of the chips being activated to
prevent refilling.

Mr Pahl—I will come back on that if | could.
Senator M ILNE—Thank you.

Mr Pahl—Just in the last minute, Senator Scullion, you asked me some questions
yesterday about staff numbers.

Senator SCULLION—Mr Pahl, | will look forward to receiving that. Can | have this
opportunity in the last 60—no, | will withdraw that. | will try to find another opportunity to
ask that question.

Mr Pahl—I think you wanted an update on the figures that have been provided to you on
notice. The update is at 30 April 2008 we have 4,099 full-time staff, 897 part-time staff and
106 casuals for a grand total of 5,102 staff.

Senator SCUL L1 ON—Was there an update on the contractors? Perhaps you can add that.

Mr Pahl—I do not think | have contractors but | will just deal with the others and theniif |
have it | will certainly give it to you. You also wanted the average length of time for non-
ongoing empl oyees in the department. For full-time employees that is 1.09 years and for part-
time employees it is 1.04 years. | do not have the number for contractors for you but | will
certainly get that to you.

Senator SCULLION—Thank you very much, Mr Pahl.

Senator IAN MACDONALD—Did we ask you for the number in the minister’s offices
and numbers of DLOs in the department?

Senator Sherry—I think that was asked in February.

Senator IAN MACDONALD—It might have been asked in February but we want to
know today.

Dr O’ Connell—It was asked yesterday too aswell. There are two DLOs.

RURAL AND REGIONAL AFFAIRSAND TRANSPORT



Tuesday, 27 May 2008 Senate RRA&T 135

CHAIR—Thank you, Mr Pahl. Seeing as it has been asked and it is now 6.30 we will
adjourn for—

Mr Glyde—I have an answer in relation to Senator Allison's question in relation to oil
prices. | hesitate to go back but we have done a quick web search—

Senator HEFFERNAN—QUuit while you arein front.
CHAIR—You do not haveto. Carry on, Mr Glyde.

Mr Glyde—We undertook to see if we could dig it out but we have done a quick web
search. We cannot find the |EA forecast of US$110 a barrel that Senator Allison talked about.
We did find an EIA forecast. In their monthly report they forecast a price of US$110 a barrel
for 2008. Their report was published in May 2008 and our forecast was made in around mid-
February. The difference between our short-term forecast and theirs largely reflects the
different timing of when these forecasts were made.

CHAIR—I am sure you can table that. Thank you very much, Mr Glyde. To officers from
ABARE, thank you. We will resume at 7.30 on the dot and we will be calling officers from
the Bureau of Rural Sciences.

Proceedings suspended from 6.32 pm to 7.30 pm
Bureau of Rural Sciences
CHAIR—I welcome officers from the Bureau of Rural Sciences.

Senator O’ BRIEN—I wonder if the bureau has any information or done any work on the
use of triazenes in agriculture in Australia. | see that the Victorian study regarding GM food
suggested that there were 600 tonnes per year used. | did not know where that figure came
from. | could not find a source but | thought that the BRS may be able to help with that.

Dr Grant—The bureau is not doing any work on triazene.

Senator O'BRIEN—NOot in agriculture, not in forestry?

Dr Grant—Not at all.

Senator O'BRIEN—You are not collecting any information at all on that?
Dr Grant—No.

Senator O'BRIEN—That isall | wanted to ask about.

Senator SCULLION—I know the BRS have always been a very responsive organisation
that we look to with regard to changing themes both globally and in Australia. | know there
are plenty of issues around food security that you would look at anyway but as this has
become a mainstream concern both globally and in Australia have you done any work or do
you intend to do any work in that area?

Dr Grant—We have not done any work in food security directly. We have no intention to
do that unless we are asked to do it. There are a number of things that we work on related to
food but it is not specifically to do with food security.

CHAIR—If there are no further questions to the officers of the Bureau of Rural Sciences, |
thank you very much for your time. Enjoy the evening!
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[7.34 pm]
Rural Policy and I nnovation
CHAIR—I welcome officers from Rural Policy and Innovation.

Senator NASH—I am interested to ask some questions around drought funding for
programs. Should | direct those to anybody in particular?

Mr Thompson—Perhaps questions should be directed to myself and Ms Cupit.

Senator NASH—Thank you. What modelling is being donein terms of the current drought
and drought projections?

Mr Thompson—In our division of the department we do not actually model what the
future drought or forecast might be. We rely on information from the Bureau of Meteorol ogy.

Senator NASH—Sorry, | have phrased that very badly then. What is the Bureau of
Meteorology saying about the drought forecast for the next 12 months?

Mr Thompson—I would not like to go into great detail about what the Bureau of
Meteorology is saying. That might be better referred to them or other experts. But the general
picture is of a weakening La Nina. For northern Australia a slightly above average next six
months and for southern Australia | think about a fifty-fifty chance of an average season.

Senator NASH—I am sure you would be aware that the drought is fairly high on the list of
priorities at the moment. State by state, how much of each state is actually in drought at the
moment?

Ms Cupit—BYy state, the areas that are declared in exceptional circumstances are: New
South Wales-ACT, 98.2 per cent of the agricultural land is EC declared; Queensland, 60.2 per
cent of agricultural land is EC declared; Victoria, 100 per cent of the agricultural land is EC
declared; South Australia, 96.5 per cent of the agricultural land is EC declared; Western
Australia, 15 per cent of the agricultural land is EC declared; Tasmania, 48.7 per cent of the
agricultural land is EC declared; and the Northern Territory, 25.7 per cent of the agricultural
land is EC declared.

Senator NA SH—Have you got comparative figures for the 12 months previous?

Mr Thompson—We do not have those figures here with us but we could take that on
notice.

Senator NASH—If you could take that on notice that would be good. Are you aware of
any general national trend? | am certainly not asking for specific figures. But in your view, in
terms of the drought declared areas, the EC declared areas, is it worse now than it was 12
months ago? Is it better, worse, the same?

Mr Thompson—It is about the same. Why | was a bit cautious about saying we would
takeit on noticeisthat it is about the same and there could be some variations but they would
probably be quite small in terms of EC declared aress.

Senator NASH—One of the earlier witnesses, in one of their reports, was referring to the
previous nine months of good rain. | thought might have been a little optimistic on their
behalf, but that is by the by. Asto the Bureau of Meteorol ogy information that you work from,
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is it possible—and you can certainly take this on notice—to supply that to the committee so
that we can have a look at the actual information that you are working on to determine your
view of the likelihood of drought and drought forecast?

Mr Thompson—Yes, we can do that. The piece of information we draw on for the current
situation is material that is publicly availably by and large in the National Agricultural
Monitoring System, and, for the bureau forecasts, we rely on their regular seasonal forecasts
and drought forecasts which, again, are publicly available reports.

Senator NASH—RIight, but it would be interesting to look at what you have actually used
to collate your information. If we take, say, 12 months ago compared to now as roughly the
same, then what is the general forecast for the next 12 months from your position where you
are in the department. It is pretty much the same last year as it is now. Where do you see us
sitting in the next 12 months?

Mr Thompson—I do not like to predict the weather particularly but where we could say
we were basing things upon things that have happened in Northern Queensland, they did have
arain over summer. But in southern Queensland through New South Wales and Victoria the
situation was different. | think the forecast going forward, as | said earlier, the Bureau of
Meteorology is forecasting a fifty-fifty chance of an average season and for drought in
southern Australia, where they predominantly rely on winter cropping or winter pastures,
what happens over the next few weeks or month is probably of some critical importance once
you get into the winter rainfall area. Making a prediction would be quite rash so | would be
sort of saying that for southern Australiait isa very difficult call at the present time.

Senator NASH—That being the case, you really have to assess the situation as you go
along. You cannot really predict 12 months out what it is going to be. You have to assess the
current situation as you get there. You can have an idea of a forecast but not be entirely sure;
would that be correct?

Mr Thompson—Looking forward we have what information the Bureau of Meteorol ogy
can provide in terms of their seasonal forecast.

Senator NASH—It is tricky, isn't it? In relation to rural policy—and the extent of the
drought that we have had for the last six or seven years—have you done any modelling on the
social impact on rural communities of the drought?

Mr Thompson—I am not sure what you mean by social modelling. What we do collect
is—
Senator NASH—I am sorry, | will put it better. Have you had any work done on the

impact of drought socially on communities? The best way of putting it is: what is the effect of
drought onlocal communities?

Mr Thompson—I| am not aware that we have commissioned any specific studies on the
community or social impact of drought.

Senator NASH—In terms of rural policy, when you are looking at drought are you
specifically looking at farms, farmers and agricultural business? You would not so much look
at those other types of businesses and operations within a rural community?
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Mr Thompson—The programs that we deliver from within the division focus on farms
and farm businesses and, in addition, there is assistance available for small businesses that are
in small rural communities that are dependent on farm businesses. In terms of broader social
impacts, we have not undertaken any policy development in relation to rural communities.
That is something that is not a major part of our portfalio.

Senator NASH—Wouldn't you think though that it should be given the link between the
viability of farmers and farm businesses and the flow-on economic impact in rural
communities? | would have thought that would be something that would be extremely
important looking at rural policy as awhole.

Mr Thompson—I think the name of the division is rural policy but the focus of our policy
development is around farming businesses and the resources that underpin them. In terms of
the broader communities, that is not something that is a major part of our portfolio.

Senator NASH—Just digressing for a moment, if | did want to know about which part of
government was looking at that social impact, broader rural policy type of area, where would
| go?

Mr Thompson—I think the minister has announced in the forthcoming review of the
drought policy that the impact of drought on people and socia issues is to be an issue to be
examined and the details of that are not yet announced. The infrastructure department still has
some responsibility in regional Australia and the Department of Families, Housing,
Community Services and Indigenous Affairs, FaHCSIA, also looks at the broader impact of
the whole range of government policies and programs on people and communities.

Ms Cupit—There are also additional programs that are operated through other portfolios,
such as the education department. They have some programs that are specifically targeting
students, in particular, rural studentsin EC areas. Some of the social aspects and the impacts
of drought in particular are picked up under other portfolios.

Senator NASH—There is nowhere in any department that is pulling all of this sort of stuff
together to give us a picture of how the drought is affecting rural Australia? From what you
just said, it sounds like there are lots of things happening but there is no one, overarching
thing drawing all of that together so we can get a picture of what | would imagine is the fairly
dramatic effect thisis having on rural communities?

Mr Thompson—I am not aware of any particular study that draws all that together.

Senator NASH—Is the government planning on looking at that? | am aware that you are
representing only the other minister but—

Senator Sherry—Beyond what has been indicated, the analysis that Mr Burke has
announced, and the detail to come, no, | will have to take that on notice.

Senator NASH—If you could take that on notice and take it back to the minister because |
very genuingly think that it is something that is very important that we start focusing on,
particularly if the drought does not break this year. We are going to be in a dire situation in
rural and regional Australia; there is no doubt about that. But that is not for this evening. Can |
just go now to funding, and particularly EC funding. Can you tell me what the level of EC
funding was allocated for the 2007-08 year?
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Ms Cupit—The funding originally announced in May 2007 for EC assistance—the EC
assistance | refer to there is income support, interest rate subsidies and interim income
support—was $656.345 million. That was as at the budget May 2007.

Senator NASH—BuUt for the whol e of the year there was extra funding during that year?

Ms Cupit—Yes, that is correct.

Senator NASH—Can you just outline that?

Ms Cupit—Additional funding was provided through additional estimates and
supplementary additional estimates and that amounted to $1,186.38 million.

Senator NASH—So $1 hillion?

M s Cupit—One hillion dollars, yes.

Senator NASH—What is the allocated budget for 2008-09?

Ms Cupit—The all ocated budget for EC assistance for 2008-09 is $760.977 million at this
stage.

Senator NASH—Is that for both income support and interest rates?

M s Cupit—And interim income support, yes, those three measures.

Senator NA SH—So the three measures again?

Ms Cupit—Yes, correct.

Senator NASH—I know there was some comment made yesterday about it being a
demand-driven program. Isit capped?

Mr Thompson—It is a demand-driven program. No, it is not capped.

Senator NASH—There is no capping whatsoever. Given the discussion we have just had
earlier about the circumstances being about the same—saying that things are relatively the

same now as thistime last year—why would there by no consideration given in the budget for
2008-09 to take into account that we are going to be dealing with the same circumstances?

Mr Thompson—It is about the methodology by which the estimates are calculated. A
number of areas come up for expiration of exceptional circumstances unless they are
continued. The simple rule that has been applied is that estimates are calculated on the basis
of current EC declarations. For an EC declaration that expires in June, or one that expiresin
September, no assumption is made about whether that continues beyond that period of time. If
they were to continue, they are the sorts of things where additional funds would be provided.
They are ssmply the rules by which the estimates are calculated. They are based on existing
EC declarations, not extensions or new ones. They take into account what the current
conditions are. They do not try to make predictions about what the future might be.

Senator Sherry—As | understand it, they are not new rules. They are the rules of the
existing program established by the previous government.

Senator NASH—What is the situation with the current EC declarations? | know thereis a
whole range of areas with different end dates, but if you could just run us through them?
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Ms Cupit—We have 20 EC areas that are due to expire in June 2008; 38 areas due to
expire in September 2008; 20 areas due to expire in March 2009; six areas due to expire in
June 2009. There are 14 interim assistance areas that are due to expire in September 2008.

Senator NASH—Those that are due to expire in June 2008, given it is so close, has there
been any consideration or discussion around extending that?

Mr Thompson—The process by which areas are considered is that they are under a
streamlined approach. Information is sought from the states and farming organisations about
whether those areas should continue. The National Rural Advisory Council considers that
material and material that is available from the Bureau of Rural Sciences and from ABARE,
and in some cases conducts on-site inspections and talks to people and looks at what the
conditions are like on the ground. Then advice is provided to the minister who then has to
take advice to the Prime Minister and the Minister for Finance and Deregulation as to whether
areas should continue.

Senator NASH—Say we just use the June 2008 expiry as an example for the purposes of
outlining the process for the committee. How long would the process that you have just
outlined take if there were going to be an extension?

Mr Thompson—It can vary alittle bit—

Senator NASH—Yes, but can you give an average, ballpark figure, or the least amount of
time to the most amount of time?

Mr Thompson—BYy the time information is brought together and material is provided
through government processes, it can take about two to three months.

Senator NASH—In that two to three months, with the expiration of an EC—and you can
clarify this for me—at what point does the funding from that EC allocation to June 2008
expiry cease?

Mr Thompson—The funding is available till the date of expiration. If the date is 30 June,
the funding is available until 30 June.

Senator NASH—What | am getting at—and | am sorry if | am being a bit roundabout—is
the period of time that elapses while there is a determination if you are going to extend that
EC—

Mr Thompson—The examinations are all done before the EC expiration occurs.
Senator NASH—That will happen before the expiration date?

Mr Thompson—Before the expiration occurs.

Senator NA SH—Obviously work has been done on this one today?

Mr Thompson—Yes.

Senator NASH—Has there been a determination on whether there will be an extension?
Mr Thompson—There has not been a determination at this point in time.

Senator NASH—When does that determination happen, the day before the expiry date, or
two days before?
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Mr Thompson—As | said, sometimes it take two or three and others it takes a little bit
longer to finalise these sorts of things now and in the past—

Senator NASH—NOo, | understand that—

Mr Thompson—but | would expect the government to be able to make an announcement
soon on that.

Senator NASH—What date in June isthat expiry?

M s Cupit—In those 20 areas, | will have to check the exact timing, but | think its 19 areas
are due to expire on 15 June and one area is due to expire on 30 June.

Senator NASH—That being the case, what time frame between now and that expiry are
farmers or businesses advised that they are not getting an extension?

Mr Thompson—The aim is to always give people a reasonable period of time but for one
reason or ancther that has not always been able to be achieved. It is usually one month to two
weeks and if people are nearing the end of —

Senator NASH—What dateisit?

Mr Thompson—their extension, Centrelink will ring those people to advise them of what
the circumstance is, as well.

Senator NASH—It now 27 May, isn't it, so that is only a couple of weeks away and they
have not heard anything yet. Asfar as | know there has not been a determination.

Senator Sherry—What is happening is consistent with past practice.

Senator NASH—ADbsolutdly. | just have a very serious concern and will watch with
interest over the next coupl e of weeks to see what the determinationis.

Senator SCULLION—Can | just say that this notion that it is consistent with past
practice, | think it should be recognised that over the past six years of severe drought we have
been establishing the process for EC which has been done by the previous government and for
everything bar the 2006-07 year, forward estimates and actual expenditure were, as |
understand it, at least under $600,000 or thereabouts. In the last year it doubled. That was the
first time that it had doubled. One would recognise that forward estimates in previous years of
under $600,000 would be quite a normal process of saying, ‘Well, that is what the rough
estimate is going to be; there is no change in the weather; thisiswhat it is going to be.” But in
this case, instead of being $500,000 or $600,000 it is in fact $1.1 billion. And in terms of a
forward estimate to say, ‘Oh, this is just the normal thing; we will wait until close to the
expiry of each of the declarations,’” | do not think is accurate to portray it that way. | think
there has been a significant change in the approach of the previous government to go after the
additional estimates were sought to take it up to $1.1 billion. There was recognition across the
communities that this is the new level and it is the new level of pain. It was not just money
being given out. This was the sudden geographic increase in the need of people in regional
and rural Australia. One would expect that any forward estimates in any genuine sense—and
peopl e read this—it surprises us but people do read these, and as they read forward estimates
they recognise that we have gone from $1.1 billion last year in exceptional circumstances and
that there has been no change. Mr Thompson, in the forecast you indicated, you certainly have
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not sought any particular advice on the change in the forecast then one would expect that the
forward estimates would reflect that and those people in those communities that depend so
much on these exceptional circumstances payments would have some confidence that thisis a
part of the future.

CHAIR—I will just bring you back to questions, if | may? You have certainly made your
point.

Senator SCULLION—I think it isimportant.

CHAIR—In all fairness, you did make your point very early in the piece. | am just mindful
of the time. We do only have three hours |left and | am sure thereis a host of questions to go.

Senator NASH—I am mindful too and | will be very—

Senator Sherry—In terms of the question, as the officers have pointed out, there was
additional supplementary funding added in the last financial year. If that is needed again it
will happen—if it is needed. We are following the same programs with the same definition
with the same process and nothing has changed.

Senator NASH—Would you clarify something | am not clear on in terms of the EC—the
figure on the funding for the income support payment for 2008-09?

M s Cupit—For 2008-09 the EC assistance is $760.977 million.

Senator NASH—I amtrying to break it up for the income support and also the interest rate
subsidy.

Ms Cupit—Exceptional circumstances interest rate subsidy for 2008-09 is $523.838
million and interest rate subsidies for 2008-09—

Senator NASH—Sorry, you just used the same word twice. Thefirst one was?

M s Cupit—Interest rate subsidies.

Senator NASH—From?

M s Cupit—From 2008-09, $523.838 million. And income support for 2008-09 is $193.417
million. Interim income support—if you want the other measure—for 2008-09 is $43.722
million.

Senator NASH—Has it been forecast out over the four years?

Mr Thompson—No, as | said, those forward estimates are calculated on the basis of
expected uptake within the areas that are currently declared to bein EC for the length of time
which they are expected to be in EC. Should EC be extended or new areas come in, new
estimates would have to be calculated and costings provided and then that money would be
provided through an additional estimates or a supplementary additional estimates process.

Senator NASH—Just to be absol utely clear, we are to assume that both the income support
and the interest rate subsidy component will remain within the exceptional circumstances?

M s Cupit—As exceptional circumstances measures, yes.
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Senator NASH—I am only asking because it was raised with me by someone that the
interest rate subsidy component was going to be either scaled back or pulled out in entirely. |
am just clarifying that that isindeed not the case.

Mr Thompson—It is not the case in terms of these forward estimates. They are calculated
asthey are for the existing processes.

Senator NASH—Can | just very quickly check something? Can | just move to the re-
establishment of drought assistance? | am sure you would be aware, from memory, we had
some discussion around this at last estimates in terms of the reduction in the figure which |
think was from about $150 million down to about $59 million and the argument was that,
again, the forecast was better. It was a demand-driven program and the demand had not been
there. But there was only a space of three months that you were basing that on at the time.
Can you just give the committee an update of where that programis at? Can you give us the
comparative figures from February till now for people who had been looking to access that
assistance?

Ms Cupit—The number of grants paid out for the EC Exit Grant program to date for this
financial year is 19; 19 exit grants have been paid ouit.

Senator NASH—Between February and now have you had any interest or any
expressi ons—

Mr Thompson—I do not have those figures for between February and now but there has
been a continuing small level of interest. The number of farmers expressing interest in it is
roughly the same as they were before. If you wanted the details of the difference between
February and now, we would have to take that on notice.

Senator NASH—Yes, if you could take that on notice. In terms of funding available, has
any of that changed in the budget? | know there was obviously the review, | think, in January
and the funding allocation was reassessed and reduced to reflect what the department saw as
an appropriate level of funding?

Ms Cupit—The current funding level for the EC Exit Grants package for 2007-08 is
$13.46 million.

Senator NASH—ANd for 2008-09?

Ms Cupit—It is $45.66 million.

Senator NASH—AnNd that has not changed; that is the same?
Ms Cupit—VYes.

Senator McGAURAN—Is this the Farm Help scheme?

Mr Thompson—No. There was an exit package under the Farm Help scheme. We are
talking here about the exit assistance package available under exceptional circumstances
which provided a higher level of assistance.

Senator McGAURAN—Does Farm Help still exist?

Mr Thompson—Farm Help was one of the savings identified by the government in
February for closure.
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Senator MILNE—I would like to ask some questions regarding the research and
development corporations. During the election campaign there was a promise to spend $15
million going directly to the RDCs. | cannot see that that money is any longer going directly
to the RDCs. Can you explain why that is not the case? In fact, from my reading of it, why is
$10 million in funding being cut from the RDCs contrary to the promise to send $15 million
their way.

Mr Thompson—There are two separate issues there. The $10 million is a removal of a
contingency fund that was made available for the RDCs for drought. That was removed by the
government in February as part of the savings option. Fifteen million dollars worth of climate
change research was identified and it is part of the $130 million Australia’'s Farming Future
program. That contains other elements as well. The details of that program are yet to be
announced.

Senator MILNE—There are two elements to my response to that. The first one is how can
you possibly be taking $10 million out of dealing with drought? This whole rural innovation
unit ought to be dealing with adaptation, mitigation and response to climate change. On what
basisis $10 million being taken out?

Dr O’ Connell—Ten million dollars was withdrawn as a savings option by the government,
as | understandit.

Senator MILNE—Minister, can | ask you what was the rationale for taking $10 million
out of drought?

Senator Sherry—It was a savings measure announced in February. | think we actually had
adiscussion about it. You can chuckle about this government’s fiscal responsibility—

Senator NASH—We are not laughing.

Senator Sherry—You can chuckle about this government’s fiscal responsibility. We
announced a savings package and we do not shy away from that.

Senator SCULLION—Youjust takeit off peoplein drought.
Senator Sherry—And the $10 million in this research area was identified.

Senator MILNE—We have got a rural policy and innovation unit which is facing up to
climate change and adaptation in the rural community and mitigation and so on, and the first
initiative of the government is to take $10 million out of it. Let me get to the second part—

Senator Sherry—What was also indicated by the officer isthereisa pool of moneys, $130
million, from which further allocations are to be announced.

Senator MILNE—I understand that. That is what, $32.5 million each year for four years.
Anyway, it is over $130 million over four years. But there was an el ection commitment for
$15 million to go to the RDCs and now that is not happening.

Senator Sherry—We do not know. We do not know because that $130 million has not
been allocated yet. | do not know whether it will be allocated to the research organisation or
not. Wejust do not know yet.

Senator MILNE—Muinister Burke made a speech in Melbourne a week or so ago in which
he said that the money certainly will not be evenly allocated across the RDCs but he is also
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setting up arural council. Let me have alook at what heiscalling it—arural R&D council. Is
thisa new council that is being established?

Mr Thompson—Yes. That is part of the government’s election commitments to do a
number of things. One of them was to provide advice on overall research and innovation
issues to the government. The other was to develop an overall investment strategy for rural
research and development. The third one was to report on the performance of rural research
and devel opment in the broad.

Senator MILNE—What isthe financial allocation to support that council ?

Mr Thompson—It is a council that will be supported from within the department and the
detailed budget for that has not been finalised as yet.

Senator MILNE—This is yet another group of experts who will be brought in to oversee
the R&D budget. Has there been any indication of whether it will include experts that are
already there from heads of departments, like land and water, like your own department and
various other departments such as the bureau, and so on? Or is this yet another group of
people having their two bobs' worth on rural policy?

Mr Thompson—The details of the membership of that council are something that have not
yet been decided. | am sure it will. It is intended to be an expertise-based organisation which
will draw on arange of people both with new and existing expertise.

Senator MILNE—The structure of R&D now in this rural policy and innovation unit is
going to be a new council drawn out from people on the outside, funded from within the
budget, and will that council then have the power to allocate the $130 million we are talking
about, in which case the promise of $15 million to the RDCs is not something that you can
guarantee at all?

Dr O’ Connell—Mr Thompson, | think, has indicated that these matters are still with the
minister for decision and we could not pre-empt the minister’s decision.

Senator MILNE—I am just really concerned. Whilst | welcome the focus on climate
change, | am not getting a sense here that there is any prioritising of anything in particular to
climate change. It is a cobbling together of existing policy positions. | see here there is an
expectation that there will be fewer people taking up the drought assistance. In fact, you have
identified 800 million fewer on support payments. Can you just explain to me how you reach
that conclusion?

Mr Thompson—As | said in response to some earlier questions, the uptake of drought
assistance is calculated on the basis of the length of time of existing EC declarations, and the
number of people who fall within certain income categories within these areas is based on
ABARE and ABS data as to farm income and the number of farmers. That is the basis of
whether people will qualify for assistance, but it is only based on the current EC areas and
their current length. If those areas were to be extended, in either geographic extent or in atime
sense, those amounts and numbers of people taking up the assistance would change.

Senator MILNE—Is there any intention to review the whole issue of what constitutes
drought under a climate change scenario and to rejig the whole thing on the basis of, as we
have always hoped would occur, placing the predicted climate maps over the current rural,
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agricultural sector maps and working out how to best strategically reallocate resources to
maintain people on the land or to do things differently? Where do | get an expectation of any
innovation or imagination on climate policy? It just seems to be the same old, same old.

Mr Thompson—The minister has announced that a review of drought palicy in the context
of the climate change will be taking place. He has been liaising with his state colleagues on
that. It is to comprise a number of studies. The first one is alook at what the future climate
might be and what that might mean for the nature of an exceptional event. The second oneisa
review of the social impacts of drought assistance. The third one is an economic study of the
impact of drought assistance, al being done within the context of climate change. The
minister has also said, though, that he is not in the business of doing strategic plans,
identifying which parts of Australia are suitable for farming and which ones are not. But as
part of these reviews and other material, there is plenty of information being made available
about what future climates might be, what soil types are like, allowing individual landholders
to make decisions about their future in the full knowledge of what a future environment might
belike.

Senator MILNE—That is what | was hoping would happen. | did not have an expectation
that such a process would free up $800 million and give the government cover to take that
money out of drought assistance. | would have thought the $800 million would then go to a
transition strategy for—

Senator Sherry—We have outlined the programs that are continuing and unchanged
earlier—I| am not sure whether or not you were here—but we went through that in some
considerable detail. We then touched on the $10 million saving that was announced earlier
this year which was referred to in February, and we have touched on the $130 million
Australia's Farming Future about which the minister is to make some detailed
announcements. Totalling all that up, | do not see a cut. If you want to add it up and take off
the $10 million | do not see a cut. | see an announcement to come—

Senator M ILNE—If you take $800 million out, thereis a big cut.

Senator Sherry—I see an announcement to come with $130 million in a new program
announced by the minister called Australia’' s Farming Future. He will allocate those moneys at
some future date. We are only six months into the term of the government and he will
announce those moneys and their allocation at some time in the future.

Senator MILNE—The point | am making though is that what we wanted to see happen is
happening in terms of reviewing the ridicul ous idea that you can go on a onein 100 years, et
cetera. All that has gone and we need a rethink on how we do this, and | am pleased that that
is happening. But a cynical person would also say that that gives cover to a government to
remove $800 million on the basis of lack of uptake of demand and no looking at the climate
maps for Australia for the next decade could possibly suggest there would be alack of uptake
of demand in the need for transition strategies. That is where | am coming from here in
concerning myself with whether we have the money. $32.5 million will not go anywhere
across rural Australia on adaptation or transition.

Senator Sherry—You have outlined your perspective and the public servants and | and the
minister in his various announcements has outlined his perspective.
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Senator MILNE—I still want to come back to who is going to administer this R&D
funding money. If it is not going directly to the RDCs, is it going to be directly administered
by this council? What role does DAFF have in this?

Dr O’Connell—Again, just to repeat, these decisions are still to be made by the minister.
Senator SCULLION—Perhaps | could put a question on this matter, if | could.
Senator MILNE—Please do.

Senator SCUL LION—Senator Milne has asked what | think is quite a clear question. This

government has put their hand on their heart and have said, ‘We stick to our election
promises’. If | can just read to you from the election promise, under ‘ Strengthening rural
research and devel opment’:
Labor supports the current funding formula that provides for industry levies and matching funding by
Federal Government for investment in rural research. However, in recognition of declining revenues as
a result of drought, a Rudd government will invest an extra $15 million in rural RDCs through
Australia’s farming future.

Senator MILNE—Yes.
Senator SCULLION—That iswhat it says here.
Senator M ILNE—Exactly.

Senator SCULLION—It isvery interesting: on Budget Paper 4, if you look at some of the
RDCs interestingly a few of them have already copped it before that out. We have the Sugar
Research and Development Corporation. They have somehow blown $1.8 million. Then the
Rural Industries Research and Development Corporation is down $711,000. Land and Water
Resources Research and Development Corporation are down $13 million. They are in for a
tough year. Cotton Research and Devel opment Corporation are down $590,000. That is before
we start. There was a very clear promise. We can talk about some of the achievements to date.
We have cut a billion dollars from Agriculture and Fisheries and Forests budget. | understand
from the question earlier we have also scrapped the FarmBis program. We have cut into the
food innovation grants. We have closed CSIRO Agriculture and now we have broken an
election promise that lies at the very heart of the sorts of issues in innovation we need to get
through drought. Frankly, Minister, we have not had a decent answer to the question: how did
you model the future? With all these cuts to innovation and all these cuts to regional and rural
Australiayou have said: ‘ Look, the Bureau of Meteorology does that.’

Senator Sherry—~Perhaps Mr Thompson—

Senator SCULLION—Did you actually ask them for a forecast for the future of the
climate over this particular financial period? Did you ask the Bureau of Meteorology for that
forecast?

Senator Sherry—There may be a question in there somewhere.

Senator SCULLION—I think it is a pretty easy question. It is‘Yes, | did,” or, ‘No, | did
not get one’

Senator Sherry—I will answer the question as | see fit and then the official—
Senator SCULLION—I will direct the question to Mr Thompson.
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Senator Sherry—I am going to respond.

CHAIR—You did actually ask the question, Senator Scullion, to the minister so the
minister will be heard.

Senator Sherry—Yesand | am entitled to respond in my own way.
CHAIR—Minister.

Senator Sherry—If the departmental official wishes to add, fine. | understand $130
million, Australia Farming Future. You have touched on the rural R&Ds. The minister has not
precluded that some of those monies would not go to the rural R&Ds. He has not precluded
that. He has not ruled it out.

Senator SCULLION—Itisjust not inany of the forward estimates.
Senator Sherry—Hang on—

CHAIR—Senator Scullion, the minister is trying to answer a question that you did pose to
him. Carry on, Minister.

Senator Sherry—As | have indicated, the minister will be making a detailed
announcement about the issues which you and Senator Milne have raised some time in the
near future. When those details are announced you can make your judgement, and perhaps
your assertion and claim, about so-called cuts to R&D. You can make it then. But it is too
early at the present time until the minister has detailed the allocation of the $130 million.

Senator MILNE—If | can respond to that. The government has made an art form of
saying it will keep its election promises. There is a very clear promise of $15 million to the
RDCs and we will be watching to make sure that $15 million is there in the RDCs. But |
would like to ask what is the justification—

Senator Sherry—I am sorry, but | think that the officer may have further response to
Senator Scullion’s question.

Mr Thompson—The Bureau of Meteorology provide us with three months full forecasts.
We have not expressly asked them for a 12-month forecast in the time that | am familiar with
largely because the Bureau of Meteorology have advised us that three months is about as far
out astheir predictive modelling is reasonably reliable.

Senator SCULLION—Would you be able to provide us with the two prior three-month
reports that have been provided to you by the Bureau of Meteorol ogy?

Mr Thompson—Yes.

Senator NASH—It is fair to accept that the Bureau of Meteorology might only be able to
go out three months with any kind of forecast, but you do not suddenly have a rain event and
have the events of drought disappear overnight. So you can certainly look at a much longer
period, not just three months and think everything is going to be fine after that.

Senator Sherry—As | understand it the officer has indicated that the use of three months
forecasting is consistent with the previous government’'s approach. We have not changed
anything in that regard.
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Senator NASH—I asked the same kind of questions to both governments in many, many
areas.

Senator Sherry—Sure, and | am pointing out that the approach we are taking is consistent
with the previous government and the principle that was established and the use of data and
evidence and, in this case, a three-month forecast, as the officer has indicated. The officer has
indicated why a three-month forecast is appropriate and, as he has taken on notice, will
provide that to you.

Senator SCUL LION—The only difference between that, with respect, is that over the last
six years the forward estimates have reflected the actual expenditure in EC of the previous
year. This year it is not the same. You may say the process is somehow the same, but it is just
simply not the same.

Senator Sherry—That is nhot right.

Mr Thompson—Senator, that is not correct. All the forward estimates have been
calculated on the same basis and that is on the projected length, or the actual length, of the
existing EC declarations. It has always been calculated on that basis and that is why in those
figures that Jenny Cupit outlined earlier, last year, for example, it started off at one number
and then it increased during the year as areas wererolled over.

Senator SCULLION—So thelast year isjust simply due to a much higher level of need?

Mr Thompson—Last year there was a high level of need and an extension of areas
particularly in September last year.

Senator Sherry—Additional monies were added throughout the financial year—

Senator SCULLION—What isthat area?

Senator Sherry—either through additional or supplementary estimates processes and if the
evidence shows that that is required to happen throughout this financial year, given the
process is unchanged, the definition of the program is unchanged and the evidence usage will
be unchanged, matched against the definition in the programs, if additional monies are
required in additional estimates that will occur.

CHAIR—Senator Milne, you actually had the call.

Senator MILNE—Yes, thank you. | wanted to ask for the justification of cutting $13
million out of land and water resources research funding given the impact of climate change.
This whole package is meant to be about climate change and | would have thought land and
water resources was essential .

Mr Thompson—The budget appropriation for land and water has not changed. The level
of expenditure may have changed as a result of funding that they may not have this year from
other sources. The government appropriation to land and water is essentially the same as it
was last year.

Dr O’ Connell—External revenueis down.

Senator MILNE—AII right.
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Senator ADAM S—I would like to ask some questions about rural financial counselling
services. Who am | speaking to with this?

Mr Thompson—On rural financial counselling, either | or Glenda Kidman will answer
those questions.

Senator ADAMS—AII right. | come from rural Western Australia. | have to keep
reminding people because they think | come from South Australia. | was disappointed to
receive a letter from the Western Australian Rural Counselling Association saying that their
tender unfortunately had not been accepted and they have not been able to continue and their
service will close on 30 June. | have a lot to do with these community ag-care counselling
groups. | have a lot to do with their counsellors. They have done a brilliant job. Their case
load has tripled over the last 18 months in Western Australia and they have really overall been
avery, very successful organisation, with alot of volunteers involved as well. Coming from a
rural community, | know how long it takes to actually get people to come and talk to the
counsellors; farmers, particularly men, are certainly not able to go to these services. The
women are great; they will go and interact more or less straight away when there are
problems, but to get a man to go along and talk to a counsellor is very, very difficult. The way
| look at this, | want to know what the process is but, just to conclude my remarks, | feel it is
very, very sad that these connections and people that are being helped are going to have to
have different people coming in and will have to go right through the whole situation again
and they will probably |ose those people that have gone in good faith to talk to the counsellors
that they know. So what was the process with the tender? Could you explain that?

Mr Thompson—Across Australia a process for grants for rural financial counselling
services was announced and applicants called for late last year. It was for people to provide a
service at a state or a regional level. That was advertised and widely available to all people
against a standard set of criteria. Western Australia was the same. All those applications were
received. They were then assessed by a panel involving a Commonwealth official, a state
official where the states were contributing to the program and someone from industry or the
community, and then that panel provided advice to the relevant minister. You mentioned that
the current service provider in Western Australia was not recommended as the preferred
candidate for the process.

Senator ADAM S—That is correct.

Mr Thompson—That does not mean that the service ceases in Western Australia. Another
applicant is being negotiated with at the present time. As to whether the counsdlors
themsel ves who provide the service at the community level would be the same or different,
that becomes a matter for the new service provider. When we went through a process of
regranting rural financial counselling services about two years ago across Australia, a number
of services and management arrangements changed in a number of states and quite a number
of existing counsellors shifted from one employer to another and so retained some those
connections in the community. But which counsedllors are employed and where they are
employed are matters for an incoming service provider.

Senator ADAM S—What disappoints me is why under the tender process obviously they
have not had a very good response from the department as to why they were not the
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successful applicant. | am a nurse so | certainly know a lot about this. With counselling in a
rural area—and especially in some of the remote areas, working out in the Kimberly and
through the remote areas of the Murchison and the Gascoigne—those people, as | said, take a
long time to get to know the counsellors and the counsellors have been with the Western
Australian Rural Counselling Association. When a new employer comes along, they do not
usually pick up the old employees, ssimply because the allegiance is not there, it is still with
the old employer. So, with the confusion that has arisen through this tender, what was the
process in actually advising the Western Australian Rural Counsdlling Association that they
were unsuccessful ?

Mr Thompson—They were advised in writing and Glenda Kidman has the details. They
were advised in writing, they were provided with a summary of the decision and then an offer
was made for a senior officer and someone from the department to go across and sit down
with the board and explain to them the situation. That offer was accepted and that discussion
took place earlier this year.

Senator ADAM S—They are still obviously not satisfied because the last |etter | had from
them was received on 14 May. Once again, | will just on record say how disappointed | am
that they were not successful and they really did not deserve the treatment that they have had
as an organisation.

Senator SIEWERT—You said earlier in response to Senator Adams's question that you
were in ongoing negotiations with the successful tenderer. When did you make a decision?
When did the department make a decision on the new, successful tenderer?

M s Kidman—The decision on the preferred applicants across the country was made on 20
March.

Senator SIEWERT—When you say you are in ‘ongoing negotiation’” with the successful
tenderer, what does that mean?

Ms Kidman—The preferred applicants were decided on and the Office of Rural Financial
Counsdlling then entered into negotiations with each of the preferred applicants around
several issues, funding being one of them, and some boundary area changes in some areas.

Senator SIEWERT—When you were considering the application, did you specifically
consider the experience that they had in rural counselling?

Mr Thompson—That was one of the factors taken into account, their experience and their
capacity.

Senator SIEWERT—The reason | am asking is because in an entirely different situation |
am aware of some tenders that have been given for delivering of other counselling service
where the people were inexperienced to deal with the regional issues and it has now resulted
in significant problems. So | am asking specifically how much experience did they have in
dealing with regional issues and was that specifically weighted for in your decision-making
process?

M s Kidman—The grant applications were assessed by the assessment panel in each of the
states and they were assessed against 11 criteria, | believe, and they were considered in detail
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by the assessment panel against each of those criterion. Each of those criterion were assessed
by the assessment panel on its own merits with equal weighting.

Senator SIEWERT—AIso, can you tell us who the successful tenderer was?

Ms Kidman—The decision on the preferred applicant has been made. That is the North
East Farming Futures Group Incorporated.

Senator SIEWERT—On the sameissue, where are they based?
MsKidman—They are actually based in Morawa, Western Australia.
Senator SIEWERT—How long have they been operating?
MsKidman—I am not sure of that. | would have to take that on notice.

Senator SIEWERT—Could you provide us with that information. Do you have the 10
criteriathat were used?

MsKidman—No, | do not have them.

Senator SIEWERT—Could you provide us with the 10 criteria that were used for that
assessment, please?

Mr Thompson—Yes, we can.

Senator ADAM S—May we have the background of that particular group, because | know
that it has not been going very long. My next question is regarding the RIRDC and their
output groups. It is focused around funding. Could you please confirm that funding will
continue to be provided to the RIRDC Rural Women's Awards, which began in early 2000?
This is especialy important in light of the fact that the government is abolishing the
Improving Regional Women's Representation and Decision-Making Program and has also
abolished the DAFF AAA, Advancing Agriculture Industries Program, Pathways to
Participation, which has hel ped women in portfolio industries gain skills and opportunities to
enable them to contribute to their industry’s decision-making.

Mr Thompson—T he department contributed to this year’s Rural Women's Awards.
Senator ADAM S—I am fully aware of that.

Mr Thompson—I think the event is happening tonight.

Senator ADAM S—Yes.

Mr Thompson—I cannot commit to what the future might be in terms of the government’s
support for rural women because again that is one of those issues that the minister currently is
considering. He has had a number of meetings with a whole range of rural women, and he has
indicated that they remain a priority, and he wants to talk to rural women and identify their
needs. The department is participating with a number of other Commonwealth departments in
a mgjor rural women's forum to be held in June, which will bring a lot of rural women
together and provide an opportunity to identify a lot of the needs of rural women and work
out what might be the best form of engagement by this department, recognising that there are
anumber of departments across Canberrathat are involved with women and rural women.

Senator Sherry—I can just add to that, a National Rural Women's Summit will be held, |
understand, in June. Tanya Plibersek will be involved—
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Senator McGauran interjecting—
CHAIR—The minister is halfway through an answer so at least hear him out.
Senator Sherry—and that was an election commitment.

Senator ADAM S—Can | continue then? Can you please provide further details of the sorts
of policies and programs that RIRDC will be working on over the next year in output groups
1.1, that is the new rural industries; 1.2, established rural industries; and 1.3, national rural
issues?

Mr Thompson—We can do that. We would have to take that on notice.

Senator ADAM S—I was going to ask you to do that because | know we are running out of
time. Are you planning to abolish policy areas or programs from output 1.3? In the national
rural issues given on page 216 of the portfolio budget statement it is stated:

The RIDC will focus on a smaller number of issues of national interest in future.
| would like this on natice. If so, which areas? Thank you.

Mr Thompson—We would have to take that on notice, too. | cannot answer on behalf of
RIRDC.

CHAIR—Senator McGauran.

Senator McGAURAN—AS the department would be aware, although | am not too sure of
the minister, an integral part of the rural community for well over 100 years has been the
Country Women's Association and it has never more vital than during this extended decade,
or near decade, of drought. They are very respected by rural families and they feel at ease to
be able to approach the Country Women's Association for support. The previous government
supported to the tune of $8 million a year, at least in the last financial year, the Country
Women's Association to distribute drought funds to the most needy families. So, what is the
budget allocation for that activity of the Country Women's Association?

Mr Thompson—There is no budget allocation for the Country Women's Association in
this year’s budget for drought relief. In the September drought package last year there was no
money provided for the Country Women's Association. The charity welfare community type
support for rural communities was provided through a program operated in FaHCSIA, the
family and community services department, and Jenny Cupit may have the name of that
program, which provided support to a range of charities in rural Australia for distribution of
welfare assistance to needy people, rather than just through the Country Women's
Association.

Senator McGAURAN—You say they did not receive any funding in the September
announcement but they had already received $8 million for the year 2007, so they till had
money to distribute. Just how low can this government go when they start cutting out the
Country Women's Association—

CHAIR—Senator McGauran, there is a question Ms Cupit was prepared to answer. | am
sure Ms Cupit has got some information there that she will share with us.

M s Cupit—In 2006 and 2007 $4 million was allocated for the CWA funding. Towards the
end of that financial year a further $8 million was provided in May of 2007 for distribution in
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the 2007-08 funding year. So, the allocation was actually provided in the previous financial
year for distribution this year, so that is correct.

Senator McGAURAN—What is the 2008-09 funding?

Ms Cupit—There is no funding in 2008-20009.

Senator McGAURAN—EXxactly. Mr Thompson, if | may with respect, your answer was a
little cute. Thereis no funding in this budget for the Country Women's Association, yet in the
past budget, as Ms Cupit just indicated, there was funding.

CHAIR—AsI| recall the officer’s opening statement, he said there was no funding.

Senator Sherry—You described him as being cute. | think he gave an accurate outline.

Senator McGAURAN—We have got a situation here that the most needy families and the
most desperate families in a drought situation have in the past approached the Country
Women's Association for support in the most basic needs of fuel, rates and even food on the
table. As | say thereis no better or more trustworthy organisation in the rural community and
culture than the Country Women's Association and you have just pulled the carpet from under
their feet.

Senator Sherry—I| can inform you, Senator McGauran, the minister is currently
considering a number of initiatives involving the CWA, however, | am not in a position to
comment.

Senator McGAURAN—Under what program?
Senator Sherry—Can | finish?

CHAIR—Yes, finish Minister, please. You ask questions, Senators, at least give the
minister the chance to answer them.

Senator Sherry—As | indicated, the minister is considering a number of initiatives
involving the CWA, but | am not personally in a position to announce tonight what will flow
from those discussions. The minister will make an announcement in due course.

Senator McGAURAN—If they did not make the cut in this budget do you really expect us
to believe otherwise?

Senator Sherry—You would be very surprised if | came in here tonight to announce a
program or an initiative on behalf of the Minister, Mr Burke. That isajob for him.

CHAIR—Any other questions, Senator McGauran?
Senator McGAURAN—That isjust simply unbelievable.
Senator ABETZ—How isit going to be funded if there is no budget?

Senator SCULLION—It is quite reasonable to put these questions. This is about budget
estimates. Look in the budget and this is where the estimates are. It is completely vacant. One
would assume then it is not there and we have the minister now saying that it is going to come
out of—
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CHAIR—Senator Scullion, you have asked the minister. The minister has made it very
clear that the relevant minister is deciding what will happen. He is going to consult with the
CWA and country women and all sorts. He made that very, very clear.

Senator McGAURAN—Chair—

CHAIR—Senator McGauran, you can make all your noises and look for your cheap
comments that you have been throwing around this committee for the last two days; the
minister has answered the question. Now it is 8.40. We are scheduled to finish at 11 o' clock.
There are four more departments. There are two former fisheries ministers in the room that
are not gracing our presence because of their good looks—please do not take that
personally—they obviously have a lot of questions they may want to ask. So, Senator
McGauran.

Senator McGAURAN—Thereis no reason we cannot go passed 11 o' clock isthere?

CHAIR—We will not be going past 11 o' clock, because we had the opportunity last night
to carry on and you did not want to and if you want to spill over into Friday, bearing in mind
taxpayers money to keep all the officials in the room, if we are going to bring them back for
one hour or an hour and a half | would be very embarrassed. | would urge you to get through
your questions and if there is no answer and it is taken on notice, so beit. Senator McGauran.

Senator McGAURAN—AS the general manager of drought policy review will you be
reviewing the efficiency of delivery of drought funding?

Mr Dadswell—As the minister announced, the Productivity Commission will be looking at
the drought business support and income support programs.

Senator McGAURAN—Would you be taking into account the Country Women's
Association’s past delivery efficiencies, and not just economically but socially?

Mr Dadswell—One of the features of this review is an assessment of the social impacts of
drought and we would expect that that program would be mentioned and considered in that
assessment.

Senator McGAURAN—I will finish there with just one comment. How low can this
government go?

CHAIR—I am not going to even entertain that, Senator McGauran. Are there any other
questions?

Senator Sherry—I just wanted to add in terms of drought assistance in the earlier
discussion we had, | would point out, and this again was consistent with the previous
government’s practice, as was indicated they are demand-driven programs. The monies in the
forward estimates are not capped or limited. If there are additional monies, they will be paid.
And monies will come from what is known as the contingency reserve and, from my past
questioning of Finance, my understanding is that is the normal process; monies will be
allocated from the contingency reserve. | would indicate that the previous government for the
2008-09 year had committed to $601 million for drought and EC assistance in their initial
estimates and that the government has increased that in the budget to $841 million for 2008-
09, which is an increase of $240 million, and it may go up further. If so, it will be paid from
the contingency reserve.
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Senator McGAURAN—Cut out the most needy people who would not otherwise—if it
was not for the Country Women’'s Association—have approached for help and support.

CHAIR—You are now into statements rather than questions and you did say that you had
finished, and your colleague Senator Macdonald wishes to ask a few questions.

Senator McGAURAN—InN all honesty | have more questions but in cooperation with the
Chair and my other fellow members | will not ask those questions.

CHAIR—I am sorry, Senator McGauran. Senator Siewert has been waiting and then
Senator Macdonald. Senator Siewert.

Senator SIEWERT—I wanted to follow up an issue that is probably more relevant to the
discussion we just had.

Senator McGAURAN—You have asked us all to cut ourselves short and this is the second
time—
Senator SIEWERT—I have not asked. | added on, thank you very much.

CHAIR—Senator McGauran, | just want to clarify something. | did not ask you to cut it
short. | asked for questions of relevance and you have had your fair share in these last two
days. Now one would argue how much was relevant. | am not going to get into that fight now.
| am happy to have that fight after. Senator Siewert.

Senator SIEWERT—Thank you. | would like to ask about the funding program for the
development of new industries, which | understand now has been cut, or that program has
been wound now into the package under climate change of $130 million, if | understand it
correctly. There were projects that were still being funded under that program, so what
happens to those projects?

Mr Thompson—Are you talking about the New Industries Devel opment Program?
Senator SSEWERT—Yes.

Mr Thompson—I am sorry. | am not able to answer questions on the New Industries
Devel opment Program.

Dr O’Connell—That was Food and Agriculture Division.
Senator SIEWERT—I wasin another inquiry. | will put that on notice.
Senator Sherry—~Put it on notice.

Senator SIEWERT—I want to make sure that the projects that were being funded were
able to be finished and were not just cut.

Dr O’Connell—Subject to ascertaining the facts, the normal practice is if there were
contractual arrangementsin place those will be completed.

Senator SIEWERT—Thank you. What | specifically want to go to now is GE, genetic
engineering, which is beyond the questions that | asked ABARE. | did flag these yesterday
and said that | would like to ask them and was told to ask them here. | presume thisis where |
should be asking them.

Dr O’Connell—Yes.
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Senator SIEWERT—Do you have a figure on how much the federal government is
investing in research into genetically engineered cropsin Australia?

Dr O’'Flynn—The question is possibly in two parts. We have invested some funding
through the work that we have commissioned under the National Biotechnology Strategy.
That is not actually into research, that is more into analysis and communication. The research
in GM crops would be through the Research and Development Corporation, and | cannot
answer that question.

Senator SIEWERT—There was quite alot of discussion under GRDC, but is that the only
area that you are funding into or are there other areas?

Mr Thompson—No. | think you will find that most of the industry based R&D
corporations have an element of their funding directed at GM. Cotton does; sugar has some
and grains has quite a hit as you are aware. We could take it on notice. Just as Peter Reading
was able to give you that answer yesterday for GRDC, we would be able to take it on notice
and get it for all the R& D corporations.

Senator SIEWERT—If you could that would be very much appreciated. Could you also
take on notice to give me a run-down on any research or the funding items on organic
agriculture?

Mr Thompson—I think we can do that as well.

Senator SIEWERT—If that is possible it would be appreciated. Thank you. Isit possible
when you are providing the information to tell us the amount of funding and who is doing
those research projects?

Mr Thompson—We would have to check with each of the R&D corporations, but at the
level at which they disaggregate their project funding, the amount of money, and unless there
is something | am unaware of, usually the name of the research institution is available.

Senator SIEWERT—That would be appreciated. There are issues that | wanted to quickly
touch on with policy and | do not know if | should be directing these to the minister. When the
Rudd government made some promises in the run-up to the election around genetically
modified crops they said that they would put in place ‘a rigorous and transparent process
based on environmental and safety considerations for assessing and approving or rejecting
research propositions which require the release of GMOs outside the laboratory’. Has that
commitment been implemented yet and, if so, what has been done to implement it?

Senator Sherry—No. Nothing has been announced to date.

Senator SIEWERT—Nothing has been announced to date. Is it ‘watch this space’ on that
one?

Senator Sherry—We are into government six months and thereis till presumably another
two-and-a-half years.

Senator SIEWERT—I| am aware of that. | am also aware that genetically modified
organisms are currently being released into the environment and you have just gone through a
budget process. Labor also promised that there would be ‘a strong national body that is
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independent and scientifically based that will be overseeing the process. Are there any
proposals to date to put in place that strong national body?

Senator Sherry—I will take it on notice and check with the minister.
Senator SIEWERT—That would be appreciated. Thank you.
CHAIR—Senator Macdonal d.

Senator SIEWERT—I amjust checking that | have asked all my questions.

Senator IAN MACDONAL D—Mr Thompson, you and | were delighted to hear the new
minister indicate that funding for Heywire would continue. Is there provision for that in the
budget?

Mr Thompson—If the minister has indicated, as he has, funding for Heywire it is provided
for within one of the overall itemsin the budget, yes.

CHAIR—Your department is coordinating all the other departments that are contributing.
Is everything set for funding to continue as indicated?

Mr Thompson—In the past the department has done the coordination and received the
money from other departments. Whether we continue that arrangement or they have a direct
arrangement with the ABC will be a matter for them. There will be some discussion around
that. That is only the administrative part.

Senator IAN MACDONALD—Are you telling me we are not sure if they have got
continued funding?

Mr Thompson—I cannot give you an assurance on behalf of other departments around
Canberra, no.

Senator IAN MACDONALD—You can give me an assurance on behalf of your
department.

Mr Thompson—All | can say is the announcement that the minister has made.
Senator IAN M ACDONAL D—He announced that at a Heywire function.
Mr Thompson—Yes, | know.

Senator IAN MACDONALD—I just want to be assured because | am too lazy to look it
up myself that it isin your budget somewhere.

Mr Thompson—The amount of money provided for Heywire is at quite a low level. You
will not find it as a separate item in the budget.

Senator SCUL LION—Itisinthe kitty.
Dr O’Connell—I can give you comfort, Senator; they will be funded.

Senator IAN MACDONALD—I would rather it from the minister but that is good
enough.

CHAIR—Senator Macdonald, can | just come back to Senator Siewert?
Senator IAN MACDONALD—Yes.
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Senator Sherry—You can get it from the minister representing the minister that yes, it will
be funded. | understand the $80,000, or whatever the figure was in previous years, was not
separately listed. It was part of ageneral program but it is departmental and it will be there.

Senator IAN MACDONAL D—Thank you.

Senator SIEWERT—I asked a question of ABARE earlier around liability and | am aware
that you are not doing any work at the moment on liability, but | am wondering if there is any
discussion within the department about the issues of liability in relation to GM crops?

Dr O'Flynn—Yes. It is an issue that is raised with us quite often. We have in fact
commissioned a report which was released in 2006 on liability issues around GM crops and
that report is available on our website. We can provide a copy if you would like. We have not
commissioned any research since then, partly because those issues have been considered in
the meantime through the review of the Gene Technol ogy Act and subsequently the individual
reviews by various states of their GM moratorium legisation and all those considered liability
issues. | know, at least in the case of New South Wales, they implemented some changes to
their own legidation to provide some protection from liability under state law.

Senator SIEWERT—Hasthe federal government done any further work since that report?
Dr O’Flynn—No, nothing since.

Senator SIEWERT—Thank you.

CHAIR—Senator Macdonal d.

Senator IAN MACDONALD—Mr Thompson, you mentioned that the RIRDC Rural
Women's Awards was on tonight. |s that correct?

Mr Thompson—I think so.

Senator IAN MACDONAL D—Could you obtain on notice for us alist of the invitees to
that?

Mr Thompson—Yes, we can.

Senator IAN MACDONALD—Off the top of your head do you know why Senator

Adams and Senator Nash were not invited this year as they have been in previous year, apart
from the fact that they are busy at estimates?

Senator Sherry—That is right. | did not get an invite either, representing the minister,
because | knew | would be here.

Senator IAN MACDONALD—It isrural women.

Senator Sherry—I am sure that males would be invited as well. | do not think that we
would be precluded.

Senator IAN MACDONALD—In past years these two senators representing very rural
constituencies have been invited. | do not think they have been this year. Perhaps the
organisers knew they would be at estimates, but | doubt that that is the case. So, is there some
reason for their not being selected?

Mr Thompson—The organisation of the event is undertaken by RIRDC. | would have to
take advice from them as to who was on the invitation list.
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Senator IAN MACDONAL D—But you will get thelist for me?
Mr Thompson—Yes.

Senator IAN MACDONALD—Thank you for that. Finally, 1 wanted to ask some
questions about the Forestry and Fisheries RDC, but would they be better coming in the areas
of forestry?

Mr Thompson—It depends on the nature of the question. We would deal with broad issues
of governance and research policy, but if it is a particular issue about a fisheries research
proposal it might be better being asked later this evening when fisheries are here.

Senator IAN MACDONALD—I just have one final broad question in the R&D area.
Generally speaking, has the funding been retained at last year’s level, plus a component for
CPI or better?

Mr Thompson—The government funding of the R&D corporations is based on matching
the levy revenue raised by the R&D corporations and the levies are calculated on a different
basis for each industry. Some of it is on farm gate value and others are on other calculations,
so the amount of money is being provided in exactly the same formula as has always been
provided. Someone earlier tonight pointed out some of the amounts of money will go down a
little bit, depending on yields. In other cases they will vary a bit depending on the value of the
product. But the formula used for providing the money for the R&D corporations has not
changed.

Senator IAN MACDONAL D—Where would | find the budget line item that indicates
what is forecast for the R&D corporations?

Mr Thompson—The matching money is a special appropriation.

Senator IAN MACDONALD—As | said, | do not have the staff to look that up myself,
but if you can giveit to me on notice | would appreciate it.

Mr Thompson—It isin page 6 of the Portfolio Budget Statement, which has resources for
each of the R&D corporations and again it is on page 26. The government appropriations are
on page 26 of the Portfolio Budget Statement.

Senator IAN MACDONALD—Thank you. My colleague Senator McGauran has
provided that for me as well. So, he is obvioudy much more astute at these sort of things. The
things like the current status of the forestry, particularly the R&D corporation, is that better
left to ask them or should | ask you?

Mr Thompson—Any details of it, unless Dr O’ Flynn can provide something, would be
better left to ask them. They are closer to the activities of that organisation.

Senator IAN MACDONALD—Thank you. That isall | have.
CHAIR—Senator Scullion.

Senator SCULLION—I have one last question in this area for Dr O’ Connell. | am not
sure who would be able to provide me with some information on the Regional Food
Producers program?

Dr O’ Connell—Food and Agriculture Division, which went earlier today.
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Senator SCULLION—It is under a number of the DAFF budget cuts. Perhaps | can just
give a general question to you, Dr O’ Connell. | am just trying to sort out the budget and |
have taken forestry out, so it is just the agricultural areas. We have had Advancing
Agricultural Industries, FarmBis, Farm Help, Food Industry grants and New Industry
Development Program, which is $236.6 million. They have been the ones that have been cut. |
acknowledge that there are some replacement programs and they are: Help Primary
Producers, Primary Producers Experiencing Hardship due to Climate Change, Climate
Adaptation Research, Regional Food Producers and Promoting Australian Quality Product. |
note that the original National Food Innovation Strategy has now been replaced with the
Regional Food Producers Innovation and Productivity Program. The only difference that | can
see and ascertain is that it is $20 million less. | just wondered if anyone at the table would
have any knowledge about whether there are any other practical differences, apart from being
$20 million short of innovation investment in regional Australia.

Dr O’Connell—Similar to the other programs that we have been discussing, the details of
these remain to be announced by the minister.

Senator SCULLION—In these programs there is $66 million that has been slashed from
innovation programs across the board. Are you aware of any sort of modelling that would
work out what areas we should look out for? Has any modelling been done on the actual
impacts of $66 million lessin regional and rural innovation?

Dr O’ Connell—The program changes that you are referring to, the programs brought to an
end and other programs brought into fruition, are essentially the result of the election
commitments.

Senator SCULLION—Dr O’ Conndll, | know you have a longstanding and keen interest in
innovation and research and | just wondered if you would be able to comment. But
historically and from other jobs that | know you have had, can you comment on the fact that
$66 million has been taken out of one sector. This is not research; we have already dealt with
the research stuff; that has already been cut to blazes. Have you any sort of handle on what the
impacts of that are going to be?

Dr O’ Connell—You have quoted the figure of $66 million, which | am not sure of. | could
take that on notice.

Senator SCUL LION—=Certainly.

Senator Sherry—Just in response to your alleged cuts, to put it into context, as was
indicated the budget allocations for the various research councils are based on a formula,
which is unchanged. | could point out that for the Grains R&D Corporation the government
alocation goes up from $57 million to just over $70 million in 2008-09. Some go up and
some go down because of the application of the formula.

Senator SCUL LI ON—Some go down by 13%2 million.

Senator Sherry—And one goes up by 13 million. Thereis no cut or change to the formula
that existed under your government.

Senator SCULLION—Do not start.
Senator Sherry—Let me finish. You have made a number of claims.
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Senator SCULLION—I was trying to save yourself some more embarrassment, Minister.
| was talking about a completely different issue.

CHAIR—Senator Scullion, you are talking about embarrassment. The minister is
correcting the record for Hansard, so the minister can continue.

Senator Sherry—I reject your claimthat there are cutsto R&D.

CHAIR—He is correcting the record, so we do not need interjections coming from all
sides.

Senator SCULLION—My question was in regard to a whole range of innovation
programs that are outside the R&D. | meant that with all respect. | did not want you to go
further down that road. My question still goes to the issue of why we were cutting $66
million. Minister, | know you are very keen on Labor Party rhetoric. In fact, it is on page 7 of
your Labor plan for primary industries rel eased during the election campaign and it states:

Farm productivity growth has exceeded most other key sectors of the economy.
They go on to say:
This performance is largely due to innovation and adaptability of the Australian farm sector.

The reason for my concern is that $66 million has been taken away from those very platforms
that build on innovation in Australia, and that was why we were concerned.

Senator Sherry—As | pointed out, the minister is to make further announcements in
respect to $130 million, which we discussed in some detail.

CHAIR—You have said that. Senator Scullion, it is now 9 o' clock. Do you have any more
questions?
Senator SCULLION—NOo, | do not.

Senator IAN MACDONALD—Just on that point, Minister, where would the budgeting
for any further announcements appear in this year’s budget?

Mr Thompson—The $130 million is on page 22 of the Portfolio Budget Statement.
Senator IAN MACDONAL D—The money isthere, but the announcement is yet to come.

CHAIR—It isnow 9 o' clock. Are there any further questions from other Senators? If there
are not, | thank Rural Policy and Innovation. We will go to a 15-minute tea break and we will
call back National Resource Management at 9.15 sharp. Thank you.

Proceedings suspended from 9.00 pm to 9.15 pm

CHAIR—Be€fore | welcome officers from Natural Resource Management, | believe there
are a couple of corrections. Firstly, | call Mr Glyde and then | will call Mr Aldred.

Mr Glyde—Thank you very much. In response to a question that Senator Milne asked me
earlier this evening, | said that | was not aware that we had received any funding in this year’s
budget for our joint modelling work with the CSIRO. While that is technically correct, | wasa
bit concerned | might have created the wrong impression. In the 2007-08 budget process, in
the additional estimates process, we received around $774,000 in 2007-08 and a similar
amount in 2008-09 to undertake a range of things to improve our moddlling. Essentially it was
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to enhance economic modelling for climate change. It is page 11 of the additional estimates
document.

One of the five things that is encompassed in that program was ‘ Integrating ABARE's G10
mode with compatible climate and biophysical models'. So we got some funding in the 2007-08
budget process to undertake general work to improve our modd to enable it to better intersect
with climate and biophysical models. We got money in 2007-08 and we have money in 2008-
09. We did not get that money in the 2008-09 process, but | just thought | would like to
correct it for Senator Miln€'s information.

CHAIR—Thank you very much, Mr Glyde.

Senator Sherry—I ask the secretary of the committee to draw that to Senator Milne's
attention. Sheis not here and she may not pick it up, givenit is not an additional part.

CHAIR—It was Senator Siewert’s.
Senator SIEWERT—She is actually in the climate change estimates right now.
CHAIR—AnNd they do tic-tac. Trust me. Mr Aldred.

Mr Aldred—Thank you, Chair. Senators, yesterday when we were talking about bees and,
in particular, with Senator Scullion about the AUSVETPLAN for bee diseases, | believe we
indicated that American foul brood may have been covered by the AUSVETPLAN. | wanted
to clarify that in checking on the AUSVETPLAN there are a number of diseases or incursions
that are American foul brood. The AUSVETPLAN disease strategy covers tropilaglaps mite,
varroa mite, braula fly, tracheal mite as well as Asian bees and Africanised bees. | would just
like to correct that.

Dr O’Connell—Senator Scullion asked if we could table portfolio appointments. | have
the information here.

CHAIR—Do you wish to table that?
Dr O’'Connell—Yes.
CHAIR—Thank you for that.
[9.15 pm]
Natural Resource M anagement
CHAIR—I welcome officers from Natural Resource Management.

Senator ABETZ—I have a number of general questions as well, but | want to start
specifically with Community Coast Care. When | flick on to the website, | am told that that is
under NRM. Isthat correct?

Mr Shaw—It is jointly managed under the Caring for our Country Program, which is
jointly administered between DAFF and the Department of Environment, Water, Heritage and
the Arts.

Senator ABETZ—We will give it a go here and see how we go. Community Coast Care
tells us what a coastal hot spot is. It then goes through a number of categories. | turn to the
state of Tasmania. It seems that we only have hot spots in the south on the Derwent estuary
and its catchment and on the Pittwater-Orielton Lagoon Ramsar site. Can | ask on what basis
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these 12 hot spots around Australia were determined and, in particular, why the Tamar River
estuary, with all its problems, is not on this list?

Dr O’Connell—Senator, | think this would be better put to DEWHA. They manage this,
although this goes to the joint management.

Senator ABETZ—What is the bet they will tell me to come back here, but we will see
how we go.

Dr O’Connell—No. They will know it well.

Senator ABETZ—If | may, | will try and ask them there. | request the committee to take
the question on notice and, between the two departments, come up with an answer for me. |
would be much obliged if that could happen because | am not sure that | will necessarily get
to the environment portfolio with this.

Dr O’ Connell—Okay. We will make sure they are prepared for you.
Senator ABETZ—Can | ask inrelation to—

Senator Sherry—Do you want us to refer your question to them? It is not the normal
process.

Senator ABETZ—Yes. If NRM take it because they manage it with Environment, |
imagine that any question on NRM would be passed through both departments in any event. If
I may, | will leave them here and the specific advice can be obtained. Thank you, Dr
O’ Connell. 1 will move onto NRM grants. | note that there have been substantial cutsin alot
of the NRM regional bodies. Their funding has been cut. Would it be appropriate for an NRM
body to consider spending its money on removing silt from a river? Would that be an
appropriate expenditure by an NRM regional body under the guidelines?

Mr Smith—I think the first step in that processis for the Australian government to identify
the outcomes under Caring for our Country investment. That process is underway now. There
is a public commitment to have the investment outcomes for Caring for our Country to the
Prime Minister by 30 June. Those outcomes will be then detailed in an Australian government
busi ness plan to be published about September this year. So that will be the process that helps
focus the investments. It may be possible that siltation programs could fit under those
investments, but we need to see what the outcomes are.

Senator ABETZ—Hardly likely, but that is for the future. The money that the NRM
groups currently have is surdly subjected to some process or some criteria. Under the existing
criteriacan | ask: would you be able to use the money for a study on how to remove silt from
ariver?

Mr Smith—I understand that we are already funding siltation studies, for instance, in the
Tamar. The Australian government is jointly funding those with the Tasmanian government.
So under the current—

Senator ABETZ—That is the estuarine management in the Tamar.

Mr Smith—I do not have the exact details of the program, but | do know that the
Australian government is funding a study to address siltation and to provide mapping and
awareness—
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Senator ABETZ—To stop siltation. That is what they are being funded for at the
moment—to find out the cause of it, to try to stop it and to remediate it. But as to the actual
siltation problem in the river, | have never heard of an NRM grant or regional body in fact
funding the actual removal of silt from ariver or a study for the removal of silt from a river—
how best to do it just from alogistics point of view.

Mr Smith—I am happy to take it on notice.
Senator ABETZ—If you could, that would be helpful. | turn to marine pests and hope that
somebody might be able to assist me there. Has the minister or the department received a

request for funding from a company called Seatec Pty Limited to further develop a pilot
project to deal with the marine pest the northern Pacific seastar?

Mr Aldred—Yes. The minister has received requests and letters of support for funding for
seastar control activities, yes.

Senator ABETZ—How quickly will the minister be making a decision on this?

Mr Aldred—We have received a number of letters. Some have gone to the minister. One
response has been already provided by the department that indicates to the Lord Mayor of

Hobart that we do not have available funding in the period that was requested for the
particular project and that—

Senator ABETZ—If | may interrupt. The urgency isthat the spawning will be taking place
relatively soon. If we do not pursue this now, chances are the investment thus far made will be
lost.

Mr Aldred—We have received a report. The first study was undertaken under Natural
Heritage Trust funds. The funds were provided to trial an alternative trap structure to one that
had previously been used. So that essentially—

Senator ABETZ—I am aware of al that, if | might say, because | was the minister that
funded thefirst study.

Mr Aldred—Yes.

Senator ABETZ—As a result of the first study, new learnings—a terrible term, but |
understand that is the trendy term—have been obtained. They have learnt some information
from this which indicates that the spawning is the most successful in covered areas and,
therefore, the trapping should take place there. That is why they are seeking funding before
the next spawning season.

Mr Aldred—Yes.

Senator ABETZ—Are we going to get an answer before then?

Mr Aldred—I think an answer will be forthcoming. But at the moment the—
Senator ABETZ—And will it be negative?

Mr Aldred—The response has been that we—

Senator Sherry—Will it be negative? That isfor the minister.

Senator ABETZ—We have already been told there is no money—that is, unless, of
course, it comes out of this magical $130 million again. You reckon it has been saved.
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Senator Sherry—You were told funding was not being provided. They were given a
response. But the request will go to the minister and the minister will be considering the
matter and provide a response in due course.

Senator ABETZ—I will move on to general questions. Has the government committed to
continue the national system for the prevention of marine pest incursions?

Mr Aldred—Yes.

Senator ABETZ—How does the government plan to deal with the increasing problem of
marine pests? | will withdraw that question. | ask whether this program is going to be
subjected to the efficiency dividend. You may have had general questions about this earlier—
about how the efficiency dividend is going to be undertaken. If so, | will withdraw that
question. Will programs be impacted upon by the efficiency dividend?

Dr O'Connell—We did have a lengthy exchange on the efficiency dividend. The
efficiency dividend applies to departmental. Essentially it applies across the board to
departmental. It does not apply to administered programs. To the degree that there are any
administered programs involved, they are not caught by the efficiency dividend. To the degree
that there is broader departmental funding, that of course applies the same way.

Senator ABETZ—Thank you. NRM funding of regional bodies will be changed to an
annual payment. Isthat correct? That isto NRM regional bodies.

Mr Shaw—Senator, in the first year—2008-09—which is a transitional year, we have a
formula which provides 60 per cent of the average funding they received under the former, or
the current, NHT program and the NAP programs with a potential to bid for an additional 15
per cent. We will be looking at the funding for years two to five during the transitional year.

Senator ABETZ—But on an annual basis, or will they then be given three-year funding?
Senator IAN MACDONAL D—They were given five-year funding.

Senator ABETZ—Yes. And now they have been only told about one year’s funding. So
what does the future hol d? We have a transitional year, where they will only receive—

Dr O’ Connell—Senator, they have received annual funding in the past, certainly over a
five-year period. But they have received annual funding. This is forthcoming as a transitional
year, so the basdline is 60 per cent of what they had before plus the capacity to go for
additional. Decisions beyond that still need to be made during this period.

Senator ABETZ—How do NRM north, for example, in Tasmania, continue with a very
innovative scheme? They have a whole host of people partnering with them to get rid of the
urchins. The fishing industry has provided rock lobster free of charge to eat the sea urchins et
cetera. Hopefully you know about the particular project | am talking about.

Dr O’Connell—This has not changed over the period from the previous last five years.
Over the previous five years, it has been the annual provision of funding. So there is not a
change to that at this stage. What we will be looking at in the future is to see how to manage
those.

Senator ABETZ—WeI, | had been led to believe that they were assured of their annual
funding, albeit provided on an annual basis, for three years into the future.
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Mr Smith—Senator, regions will be guaranteed 60 per cent of their historical funding, as
Dr O’ Connell said before, for the first year. Each region will be guaranteed 60 per cent of its
historical funding—

Senator ABETZ—That isright, yes. We are aware of that.

Mr Smith—in the first year. In the future years, that is yet to be determined. What the
government has committed to is that they will be getting 60 per cent across the nation. So
globally regional bodieswould receive 60 per cent of their historical funding.

Senator ABETZ—Yes. That isright.

Mr Smith—It may be in future years that one region might receive less and one region
might receive more. But on average they will receive 60 per cent. They will also receive a
smaller amount of money to assist them manage the transition. Those arrangements are yet to
be determined.

Senator ABETZ—But in the past—and that is where we were; can | get back to that—Dr
O’ Connell is saying that they were only funded on an annual basis. My understanding was
whilst they received their money annually, they were told in advance that they would in fact
be receiving money for however many years in advance.

Dr O’ Connell—I was referring, | think, to Senator Macdonald, who | think suggested that
they had five yearsin advance.

Senator ABETZ—AII right. So how many years?
Senator IAN MACDONALD—They guaranteed their funding for five years.

Senator ABETZ—The point is this: | assume that NRM north—I do not know—will
potentially find it difficult with a project such as this that needs monitoring. They may well
have been of the view that they would be given consistent funding and now are faced with a
cut in funding. Whether such a very innovative program can continue is now up in the air. If
we are going to have this sort of stop-start approach, you will find that local communities,
such as the fishing community and local councils et cetera, will not partner. If there is going
to be funding for one year to get it underway and then the funding is withdrawn, the whole
thing collapses in a heap. In the past, was the funding not guaranteed to these regional bodies,
albeit provided annually, for a period of, if | recall, three years? It might be five years.

Dr O’ Connell—Senator, | want to clarify. What you are suggesting is that there will not be
a clear funding stream. In the first five years of the Caring for our Country Program,
something over $636 million will be provided as a secure basdine funding for the regional
NRM.

Senator ABETZ—With great respect, | am taking you back to what you asserted before,
Dr O’ Connéll, that it was only provided on an annual basis. My understanding was whilst the
money was provided on an annual basis—

Dr O’Connell—Received on an annual basis.

Senator ABETZ—it was in fact projected and guaranteed to them for three years or more,
which allowed them to plan. Now | can understand why people are anxious to get on to the
future, but at this stage | am anxious to stay focused on what the current situation is.
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Senator SIEWERT—Senator Abetz, it might help if we clarify the fact that regional
organisations were required to do investment plans. Under those investment plans, they then
had different projects that they funded. So they could in fact say, ‘ That project we want to
fund for three years. That we are going to fund for two. That for one.’

Senator ABETZ—That isright.

Senator SIEWERT—That program could have been one of those programs that was
funded for three years.

Senator ABETZ—Exactly.
Senator SIEWERT—AnNd so it was guaranteed its ongoing funding.
Senator ABETZ—But they have investment plan money for five years.

Dr O’Connell—No. Those were three-year investment plans. You got in-principle
approval that those were agreed with. They were not five years. You did not get five-year
plans.

Senator ABETZ—AII right. Three years full time.
Dr O’ Connell—And your funding was then agreed on an annual basis.

Senator SIEWERT—So0 the regional groups could approve a project for three years
providing it was reviewed and it performed.

Dr O’'Connell—Yes.

Senator ABETZ—So if a body got that for three years, is that still in place or is that
subjected to the 60 per cent cut as well? Therefore, some of these projects will have to die
halfway through.

Mr Smith—As | indicated before, the decision around funding for regions for years two to
fiveis still to be determined. What the government has said is that they have committed to 60
per cent of historical funding. The details are yet to be determined for yearstwo to five.

Senator ABETZ—I understand all that. But we are talking about the transitional year,
where they are only going to get 60 per cent. Now 60 per cent is not going to cover all their
future commitments in relation to commitments that they had for two years or for three years
et cetera. So where will they get the money from to keep those commitments? Will they be
guaranteed or quarantined by the department from the 40 per cent cut?

Mr Smith—I do not think | have any more to say to what | have said before. The
government is still deciding the arrangements for years two to five.

Senator ABETZ—But we have atransitional year, Mr Smith, of 12 months. Isthat right?
Mr Smith—That is right.

Senator ABETZ—Twelve months, or one year, where the organisation will only receive
60 per cent of that which it had anticipated because of budget forward estimates et cetera.
They have got projects underway. Telling us what they might get in years two to five is of no
great assistance other than for the fact that the project might have collapsed during your
transitional year. That is why | am concentrating on the transitional year. | can understand, Mr
Smith, why you are wanting to get on to the future years. But this is going to be the crucial
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period in which alot of investment is, quite frankly, going to be wasted unless the government
reconsiders its position or quarantines these projects that were planned on a three-year basis
from the 40 per cent cut. Now is it going to be possible to quarantine or guarantee no cuts to
these projects that were planned into the future?

Mr Quinlivan—No. It will not be possible.
Senator ABETZ—Thank you. | think that should have been the answer about 10 minutes
ago.

Mr Quinlivan—Because there are el ection commitments to be funded under the program.
It is not possible to fund all the—

Senator ABETZ—But, of course, one of the election commitments was not to tell every
natural resource management group that they were going to have a 40 per cent cut to their
funding. So that is very interesting how you see what an election commitment is.

Mr Quinlivan—That is unlikely to be the outcome.
Senator ABETZ—No. That isa matter of priority.

Dr O’Connell—It is accuracy we need. It is not the case that there will be a 40 per cent
cut.

Mr Smith—Each region will receive 60 per cent of their historical funding. They have
already been advised of additional funding to help them manage the transition. For some of
those regions it is a very small amount and for some of them it is up to 90 per cent of their
funding. On top of that—

Dr O’Connell—That is an additional $31.8 million.

Mr Smith—That isright.

Senator ABETZ—Can we get details?

Senator SIEWERT—Could you rerun that line for me again. | am trying to clarify.

Mr Smith—So for the transitional funding, in other words, the money in addition to the 60
per cent, some regions have received a very small amount—say, $50,000—and other regions
have received quite significant amounts in many hundreds of thousands.

Senator SIEWERT—OKay. | misunderstood what you said. | thought you said 90 per
cent.

Mr Smith—Up to about 90 per cent of the historical funding.

Senator SIEWERT—But how does that work when you are getting 60 per cent and then
15 per cent? To me, that adds up to 75 per cent.

Dr O’ Connell—There is transitional funding of $31.8 million provided to the 56 regional
bodies based on a range of issues, such as—

Senator ABETZ—Not everyone gets 15 per cent. Some get 90 per cent and some get one
per cent.
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Mr Smith—A region would, say, access $2 million per annum. Some regions might have
only received an additional $50,000 whereas another region might have received $700,000 or
$800,000.

Senator SIEWERT—I get the money side of it, but | do not get how that adds up to 90 per
cent.

Senator IAN MACDONALD—In some areas.

CHAIR—I encourage everyone to have their turn to ask their question. Senator Abetz did
have the call. It will go to Senator Siewert. | have no problem with people supplementing
each other. But when we have two at the table talking over each other and three senatorsfiring
guestions at them like a machine gun, it does get very hard to hear what is going on. | do not
know how Hansard are going! We need to limit it to one question and one answer and then
flow on from there. Thank you.

Senator ABETZ—Dr O'Connell, you talked about an additional $31.8 million. Let us be
quite clear on this. If al the natural resource management bodies—the 56 of them—were to
receive their full funding in this coming financial year, the government would have spent
more money than the 60 per cent funding plus the $31.8 million.

Dr O’'Connell—The full funding under the current program is as we have stated it. Over
the first five-year period, there is $636 million provided for a secure baseline. That includes
60 per cent of the historic baseline funding. In addition, there is transitional funding of $31.8
million spread across the 56 bodies.

Senator ABETZ—Right. And the question still is: the 60 per cent plus that additional
funding, does that add up to more or less than that which had been anticipated by these
groups?

Mr Smith—I would like to add one further aspect to this. There is 60 per cent, thereisthe
transitional funding and then regions can also access money through the election
commitments. So, for instance, under the reef rescue package, which is a $200 million
eection commitment over the five years, there are six regions in Queensland on the reef that
would be able to access those funds. There are arange of other e ection commitments that add
up to something like about $460 million. Regions will be able to access some of that money
aswell. All of those arrangements are yet to be determined.

Senator ABETZ—The maximum they can get is 90 per cent.

Mr Smith—No. That is not correct. Some of those regions that are well endowed, if you
like, in terms of natural icons, they could access more funding under Caring for our Country
than they could under the NHT. Other regions may not be able to access as much as they did
before.

Senator ABETZ—Inthetransitional year?

Mr Smith—In the transitional year. That is all yet to be determined. But, yes, that is
possible.

Senator ABETZ—In thetransitional year. We are not talking about years two to five.
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Mr Smith—And a good example could be those six regions on the Great Barrier Resf.
That isjust one example.

Senator ABETZ—That is al very interesting but irrelevant. | am dealing with it in a
global context at the moment.

Mr Smith—I was providing an example of how—

Senator ABETZ—I amtrying to get a handle on whether there will be as much money for
NRM bodies around the country as there was previously.

Dr O’'Connell—The funding is managed in a different way. There are more elements of
competitiveness than perhaps there was previously. But overall, in terms of the commitments,
say, between the last five years and the forward five years, there isin total something around
about a 0.4 per cent difference between the NRM programs.

Senator ABETZ—Isthat 0.4 per cent difference a plus or a negative?
Dr O’Connell—That will be less.

Senator ABETZ—Well, we finally got there. It has taken me all this time to find out that
thereis actually going to be less money spent on this.

Dr O’ Connell—The sum of 0.4 per cent.

Senator ABETZ—In the context of a big Labor Party election promise to look after NRM
bodies. Thank you very much for that. | can now understand why it was so painfully long. |
have a stack of questions on the weeds menace. Do you have any other questions on NRM
bodies, Senator Siewert?

Senator SIEWERT—I had quite a humber on Caring for our Country, yes.
Senator ABETZ—Asdo |. What sort of time limit are we going to face on this?

CHAIR—I will help you out there. We are going to 11 o'clock tonight and we are
adjourning on the dot.

Senator ABETZ—But inrelation to fisheries, clearly, and forestry.

Senator IAN MACDONALD—We have fisheries and forestry. With the number
interested, we should at least have three quarters of an hour. And there are at least three of us
and perhaps more interested in NRM.

CHAIR—WEel, members of the committee, we are adjourning at 11 o' clock. Work it out
amongst yoursel ves. Manage it yourselves. It will be 11 o' clock on the dot.

Senator ABETZ—Wewill finish NRM at 10.10 pm.

CHAIR—Maybe you might want to caucus, Senator Abetz, with your colleagues while
Senator Siewert wishes to ask some questions.

Senator ABETZ—Senator Siewert, are you happy with finishing NRM at 10.10 pm?
Senator SSEWERT—Yes.

CHAIR—Have a caucus.

Senator ABETZ—I will passthe call to her.
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Senator IAN MACDONAL D—There may be other people besides Senator Abetz, me and
Senator Siewert who want to ask questions. If there are only those three, we could do 10
minutes on each and then go on to fisheries and forestry.

CHAIR—Be€fore | go any further, | think the opposition senators can caucus amongst
themselves. Senator Siewert is a full member of the committee and a deputy chair. If Senator
Siewert needs to ask questions for longer, she will. Senator Siewert.

Senator SIEWERT—I will takel0 minutes.

CHAIR—Senator Siewert has sat here patiently for two days. She is the deputy chair.
Senator Siewert, ask whatever questions you need to ask.

Senator SIEWERT—Can we go back to the 60 per cent historical funding. | want to be
very clear about what that is based on. Is that the whole of the funding that the NRM group
got, or is it based on an admin section they got? Is it based on the whole of the money that
was delivered for their investment plan at the end of the three years? |s that what you mean by
historical funding?

Mr Smith—The historical funding relates to the funding under the life of the NAP, the
national action plan for salinity and water quality, and the Natural Heritage Trust.

Senator SIEWERT—Wasit the first year funding, the second year or the third year?

Mr Smith—I will take it on notice. | have a feeling it is certainly more than those. It is
about six or seven years of funding.

Senator SIEWERT—So you are averaging it?
Mr Smith—It is averaged over thelife of those two programs.
Senator SSEWERT—NHT2 or 17?

Mr Smith—NHT2 only and the NAP. As you know, the NAP was a seven-year program
that was extended for another year and the NHT2 was about a six-year program.

Senator SIEWERT—So0 you are going to get back to me and confirm whether it is an
average for that period of time. Isthat what you are going to do?

Mr Smith—That is right.

Senator SIEWERT—That would be appreciated. The 15 per cent | am till terribly
confused over. You threw in that point about the 90 per cent. Are you saying that you get 15
per cent on top of your 60 per cent but it could be more than 15 per cent? | just do not
understand how you get to 90 per cent.

Mr Smith—No. That is okay. Fifteen per cent.
Senator SIEWERT—Fifteen per cent. Everyone gets 15 per cent?
Senator Sherry—No. We have the 60 per cent. What is on top of 60 per cent?

Mr Quinlivan—The principle to keep in mind is that there was an understanding that each
of these regional bodies will make a transition into the new program. They are doing it over
this first year. The transitional task is more difficult for some regional bodies than others. The
main thing that drives the degree of difficulty is the extent of support from other governments
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and potentially other functions and tasks and sources of revenue they have. So that is the main
principle that we have brought to bear in deciding on the allocation of these additional
moneys. How significant is the transitional task for the individual bodies?

Senator IAN MACDONALD—I think it is 60 per cent across the board and then 15 per
cent across the board, of which some NRMs will get one per cent, some will get 90 per cent
and that will make up the total of 15 per cent. Isthat correct?

Mr Quinlivan—That is correct. The principle | have just outlined is the basis on which the
judgements will be made about the need for accessing additional funds.

Senator SIEWERT—I will have to get you to explain it to me later because | do not
understand. If you are getting 15 per cent, it adds up to 75 per cent.

Senator IAN MACDONALD—GIobally it is 15 per cent. But for each individual, some
will get one per cent of that 15 per cent and some will get 90 per cent of the 15 per cent.

Mr Quinlivan—Perhaps | could just try a different way. For some regions, the
Commonwealth money is a very significant part of their revenue. Therefore, we assess those
as having a high level of need. In other cases, the Commonwealth moneys are a relatively
small amount of their total revenue. Therefore, we assess them as having less need.

Senator SIEWERT—So the 60 per cent is not just the government funding. It is 60 per
cent of their historical funding?

Mr Quinlivan—No. The 60 per cent is 60 per cent of the historical Commonwealth
funding.

Senator SIEWERT—And the 15 per cent is 15 per cent across the board?
Mr Quinlivan—On average, yes.

Senator SIEWERT—Right. Thank you.

Mr Quinlivan—I hope that was right.

Senator SIEWERT—Can you clarify that to make sure it is.

Mr Quinlivan—That was a joke.

Senator SIEWERT—Not now. If it is not. Now | kind of get it. It took me along time to
get there.

Senator Sherry—We will even provide on natice for you some practical illustrations about
how it is applied.

Senator SIEWERT—It isall right. | have got it now. It was just that comment at the end
when you said, ‘| hope that’sright’ that threw me.

CHAIR—It was not Mr Quinlivan; it was someone behind him.

Senator SIEWERT—I should take a step back. There are 56 regional groups. Do you have
an idea now of how much each group is going to lose?

Mr Quinlivan—Well, as Mr Smith said, a decision has been made for the first year on the
allocation of the 60 per cent plus the allocation of the additional 15 per cent, but there will be
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future alocation processes, some of them competitive, some not, which will provide
additional fundsto regional bodies. No decisions have been made on those yet.

Senator SIEWERT—I appreciate that. But if it was the status quo they were not able to
competitively compete for the other funding that you are talking about—in fact, some
regional groups are not lucky enough to have icons—have you done an analysis of what each
regional group wins or loses?

Mr Quinlivan—Well, we have made a careful analysis of the individual circumstances of
the regional bodies in deciding the allocation of that additional 15 per cent. So | think the
answer to your question is yes, because we made a careful assessment of their need.

Senator SIEWERT—Can you provide that information to the committee so we have an
idea of which regional groups?

Mr Quinlivan—I think we would have to take that on notice because that information was
generated with another department. In some cases, it could be quite sensitive to the future of
the regional body.

Senator SIEWERT—That is exactly the point.

Senator Sherry—We will take it on notice.

Senator SIEWERT—Do you have an understanding of how many staff each regional
group may |ose?

Mr Smith—No. | think at the moment the regional bodies themselves are still working
those matters through.

Senator SIEWERT—BLUt there is an acknowl edgement that staff will be lost?

Mr Smith—Thereisthe potential for that, yes.

Senator SIEWERT—I am still very desperately interested in the future of the NRM
groups. | want to go to the bigger picture issues around Caring for our Country and the
approach that has been taken in terms of developing the framework. | would like to know who
has been consulted, what that framework encompasses and when it will be released for public
comment. It is being released on 30 June. Does that mean it is finalised, or is that just a draft
that isreleased for public comment? That will do for a start.

Mr Smith—On the consultation process, the program has been developed in consultation
with the states and territories. | understand there have also been some discussions with other
non-government organisations. But | do not have full details of all those groups that were
consulted and which groups were not and which groups were.

Senator SIEWERT—Can you provide a list of who has been consulted, please, from the
NGO perspective?

Mr Smith—I cantry to do that, yes.

Senator SIEWERT—You cannot tell me? | am taking that as read—

Mr Smith—I will take it on notice.

Senator SIEWERT—that you cannot provide it to me now. Have regional bodies been
consulted?
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Mr Smith—Regional bodies certainly have been consulted.
Senator SIEWERT—AII of them?
Mr Smith—All of them.

Senator SIEWERT—ANd that is on the overarching framework for Caring for our
Country?

Mr Smith—Yes.

Senator SIEWERT—Every aspect of that overarching framework—strategic goals et
cetera?

Mr Smith—Well, since the announcement by the government, we have been in direct
engagement with all regional bodies around Australia.

Senator SIEWERT—Direct engagement could mean a range of things—for example,
talking about their future rather than actually the overarching strategic plan.

Mr Smith—It depends what you mean by consulted, Senator. The government announced
the program and announced that it would have a certain amount of money over a five-year
period with a goal and six investment strategies. That was a decision by government. We are
now working through the details of those arrangements and, where they apply to regions and
to states, we are consulting with them on those arrangements. A good example would be on
the set of outcomes that are to be determined, as | mentioned. Those outcomes are to go to the
Prime Minister by 30 June. Thereis a limited consultation process with the states, territories,
regional bodies, science groups, NGOs and industry.

Senator SIEWERT—And they are on outputs?

Mr Smith—They are the outcomes. They are the five-year program outcomes, if you like.
Senator SIEWERT—For each of the six programs?

Mr Smith—For each of the six priority areas, yes.

Senator SIEWERT—It isjust that information that is being released on 30 June?

Mr Smith—The commitment isfor usto get it to the Prime Minister by 30 June.

Senator SIEWERT—I beg your pardon.

Mr Smith—At the latest, | expect it would be released in the Australian government’s
business plan for the program in September this year. It could well be released publicly before
that.

Senator SIEWERT—S0 what are you asking the NGO groups? What directions have they
been given for expenditure for the next financial year with their 60 per cent? | am presuming
the 15 per cent is about transition and whether they are going to get rid of staff et cetera.

Mr Smith—The 60 per cent applies only to the 56 NRN regional bodies around Australia.
So that isthe only money, if you like, that the government has guaranteed.

Senator SIEWERT—Yes.

Mr Smith—Of the other money that is available through the program, for instance, there
have been advertisements in recent weeks for the national reserve system and for Community
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Coast Care grants. They are contestable moneys. All groups, including states, NGOs, industry,
small community groups and regional bodies, can apply for that money.

Senator SIEWERT—While | appreciate what you have just said to me, it actually was not
the answer | wanted. | will just pursue the question for a minute. The advertising that has
already been carried out, that is outside the outcome process that you are developing for the
Prime Minister by 30 June?

Mr Smith—No. All funding under Caring for our Country, apart from the initial
component of the transition year, which is about to commence, will be directed towards those
outcomes. But because the outcomes will not be known until September, and funding needs to
flow from 1 July, we will have to come up with other mechanisms for directing the funding.

Senator SIEWERT—The question | actually meant to ask before was. what direction are
you giving to the regional organisations about the use of the 60 per cent?

Mr Smith—We have asked the regions to draw on their current NRM plans and
investment strategies and to put forward those activities that are directly related to the six
national priority areas that have been identified by the government. So they have done all that.
Some have done it and some are in the process of finalising it right now. Of those investment
strategies, some are already sitting with ministers and some are in the process of going to
ministers.

Senator SIEWERT—That isfor the 60 per cent?

Mr Smith—That isfor the 60 per cent.

Senator SIEWERT—For the next two to five years, isit envisaged that the same approach
of investment planning and the devel opment of investment plans will be continued?

Mr Smith—No. It will be a different approach. Come September we will have the
outcomes and we will have the business plan. That will be the trigger for not only regional
bodies but for all other groups to then say, ‘Okay, well, now we know what the Australian
government is seeking investment in.’ So they will then be asked to direct their funding
towards those areas. For instance, if a regional body was wanting to access funding, it would
need to ensure that its activities line up against the identified outcomes by the Australian
government.

Senator SIEWERT—So what happens to the projects and the massive amount of money
that this country has already invested into NRM and those continuing proj ects?

Mr Smith—Well, the Australian government is not the only investor in NRM. The
Australian government is just one of a range of investors. What the Australian government is
saying under this program is that there is a limited amount of money. They are focusing the
investment to a specific set of measurable outcomes yet to be determined.

Senator SIEWERT—You did not answer my question.

Mr Smith—What | am saying is that the Australian government under this program is
saying they want to focus the investment.

Senator ABETZ—And you are till not answering the question.
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Senator SIEWERT—You are still not answering the question. | am not for one minute
saying that NHT2 or the other programs were perfect. But it seems to me we are throwing the
baby out with the bathwater.

Mr Quinlivan—I do not think it is possible to answer the question in the abstract other
than by saying that the outcome for individual projects will depend on their alignment with
the new priorities that are being articulated.

Senator IAN MACDONALD—As aresult, there will be clear—

Mr Quinlivan—Some will fit very neatly; some will not. It is not possible to make
judgements at this point.

Senator SIEWERT—I am aware | am running out of time. Have you done an assessment
of what the attitude of the regional groups is going to be and the people that are associated
with those regional groups and whether they are going to walk away?

Mr Smith—Yes. | have spent considerable time. There is a meeting in Mebourne of the
chairs of all 56 regions around Australia. They made some very welcoming statements about a
program that had one clear goal and that had six national priorities. They welcomed the
arrangements around a more streamlined approach by the Australian government.

Senator ABETZ—Do not verbal it. They loved the budget cuts.

Mr Smith—They were uncertain about what it means for them. But | think if you werein
that room and you were listening to what they were saying, they were welcoming that
approach.

Senator ABETZ—We were not in the room, but we know what they were saying.
Senator SIEWERT—Can you just let him finish.
Senator McGAURAN—Is that a clue what money you paid?

CHAIR—Senator McGauran, Mr Smith was halfway through his answer. With the greatest
respect to Mr Smith and any of our officials, at least hear him out. Mr Smith, do you wish to
continue? If you do nat, | do not blame you.

Mr Smith—I do not have any more to add.

Senator ABETZ—What was the cost of getting the 56 chairs to this meeting, including
airfares et cetera? Who paid for that?

Mr Smith—The Australian government paid half of that and the states paid the remaining
half.

Senator ABETZ—So it did not come out of the NRM bodies' budget?

Dr O’Connell—This was the same process that we have had annually over the last while,
yes.

Senator ABETZ—Yes. But this was a special meeting for this purpose?
Dr O’Connell—No. It was the annual chairs forum.

Senator ABETZ—It was just the normal one? All right. Fine.

Mr Smith—It goes back to back with the NRM Ministerial Council.
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Senator ABETZ—AII right. That is fine. Can | ask you about the administrative costs
associated with this new regime. Has any assessment been made of the time and expense of
these groups trying to rejig? Have you also calculated—and | think it is a very important point
that Senator Siewert was making—the loss of confidence in that there will not necessarily be
the money? Most of the good ones are now walking already, seeking employment elsewhere
and leaving NRM behind because they know that, at worst, they will get 60 per cent, but a lot
of them know that—given the budget cuts—they will not be given the sort of funding they
have had in the past.

Mr Smith—There has not been any assessment, to my knowledge. We are very keen to
ensure, as much as we can, a smooth transition. That is going to be difficult given the changes
in the program, but we are saying, for instance, that we want to learn from the transition from
NHT1 to NHT2, which was very difficult. Some of the things that have been taken into
account, for instance, are providing regions with a guaranteed level of funding and setting up
arrangements so that we have funding agreements quickly in place with the states and the
territories rather than arguing—or negotiating, if you like—for years, which happened under
NHT2. At the moment we are on track in all states and territories to have a funding agreement
so that funding can flow on 1 July. So there are some specific actions that are being taken to
ensure as smooth a transition as possible.

Senator ABETZ—It isvery un-smooth.

Senator IAN MACDONAL D—I went through the setting up of the previous process. You
will note that | have not been to this estimates for two years for obvious reasons. We went
through this with all you guys. | know what you al think and so | am not going to embarrass
you by lumping on you the decisions the new government has made out of inexperience. | do
not expect you to comment on that, but Senator Sherry might like to. It is quite clear that the
process of catchment management at a local level has now been subsumed by an
inexperienced—perhaps | should not say that to be provocative—has been subsumed by the
new government's idea of these six national priorities. Senator Sherry, is that your
assessment?

Senator Sherry—I beieve that the witnesses have very well laid out the new criteria.

Senator IAN MACDONALD—Thank you, Senator Sherry. You are not going to enter
into it. Because of the time, can | just ask three very simple questions? Senator Siewert asked
what jobs have been lost We got the bureaucratic answer—that is not a derogatory term. It is
what you would say if you are protecting your present minister, which is what you are
required to do. Could we get a detail in writing of the actual job lasses throughout country
Australia that this 60 per cent has caused? We can all at this table give you a start if you
cannot count them el sewhere because the job losses in regional Australia are quite enormous.
Could we, on natice, get you to provide for us the job losses that you were able to ascertain
from the 56 NRM bodies? |s that okay?

Dr O’ Connell—Over what period would you be wanting this?

Senator IAN MACDONAL D—From the change of government to the time you get the
answers to us, which is within two or three weeks of today. There will continue to be job
losses and | am already aware that there have been substantial job losses to date.
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Dr O’Connell—We need to be very clear about precisely what you are asking. What sort
of job losses are you talking about: direct employees funded by government funding or are
you—

Senator IAN MACDONAL D—Each NRM body has a budget out of which they pay their
CEO, their board members and their staff.

Dr O’Connell—Their budgets are not all funded by the Commonwealth. In many cases
their budgets are only marginal.

Senator IAN MACDONAL D—There have been substantial job losses. All | am asking
you to do is a quick survey of the 56 bodies, come back to us and tell me how many jobs that
were there on 23 November 2007 are not there now?

Mr Quinlivan—There has not been any change in their funding so far. They may be
anticipating changes and they may be correct or they may be quite wrong in anticipating those
changes.

Senator IAN MACDONALD—You would know, Mr Quinlivan. They are all directors of
the board and they have to plan for their future in accordance with the corporate responsibility
of board directors. So they are sacking people they know they will not be able to fund through
to the area. You may be right. Maybe there have not been any job losses, but, if that is the
case, it will not take you long to ring around the 56 and say, ‘Okay there have been no job
losses.’ | am sure you will find differently, so what | am asking is that you give us those, on
notice, by the end of the question period.

Dr O’Connell—I am not sure that | can follow through on your request without it being a
little bit more specific. We cannot reasonably look to capture an account of all job changes
between then and now when they are unrelated to our funding.

Senator IAN MACDONALD—Let me be very specific Dr O’ Connell. Ring the Northern
Gulf catchment’s NRM, ask them how many they had employed on the 20 November 2007,
and how many they have employed now. Maybe the answers will be an embarrassment to me,
but | am prepared to take therisk.

Dr O’'Connell—I think the issue is what rélationship would that have to our program
changes?

Senator IAN MACDONALD—It is a different question. Just get an answer for me,
please.

Senator Sherry—Let us cut through this. You want the number of positions as of the day
after the el ection and the number of positions as of today and maybe we can get a projection. |
will take that on notice; | know what you want.

Senator IAN MACDONALD—Would you take another two questions on notice because
time is running out. Regarding states contribution to NRM bodies, could we get on notice a
detail of that. | asked this last time and got the equivocal answer which we used to get in the
past, but | really want to know what the states have contributed to the NRM bodies. Take that
however you will, but please come up with some answers.
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Senator Sherry—I had anticipated you there. | had actually just mentioned that. Or do you
mean—

Senator IAN MACDONAL D—Senator Sherry it is your problem now.

Senator Sherry—That is the price of responsibility. | have agreed to take this on natice; it
has been taken on notice on behalf of the minister and the research will be done.

Senator IAN MACDONALD—You will find your Labor state colleagues, Senator Sherry,
are very mean when it comes to NRM management.

Senator ABETZ—They do not know we have got cooperative federalism now.

Senator IAN MACDONALD—My third question is this. please assure me that the
arrangement that applies in Queensdand and Western Australia and perhaps in other states in
relation to natural resource management bodies, as opposed to state organised subsidiaries of
their departments’ catchment management groups, will continue unchanged.

Mr Smith—As you have rightly said, Queensdand and WA have community based
arrangements compared with the other states, which have statutory. | do not think the
Australian government is in a position to make any assurances around that. Those
arrangements are purely for those states and territories.

Senator IAN MACDONALD—NOo, no, come on Mr Smith. We went through al this eight
years or however long ago. They all should have been the community model in my view, but
back years ago the department erroneously accepted that state governments could appoint the
catchment management authorities and they became instrumentalities of state governments. In
Queendand and Western Australia they were genuine community based organisations that
were very well run, in spite of my initial reservations, that you guys al convinced me was the
right way to go. The Commonwesalth does have arolein that. | should not be putting youin a
difficult position. All 1 am seeking, perhaps from the minister, is an assurance that the
arrangements for appointment of NRM bodies in at least Queensland and Western Australia
will not change.

Senator Sherry—I will have to take that on notice.
Senator IAN MACDONAL D—Of course. Thank you, they are my only questions.

Senator MILNE—I would like to go back to how this new structure is going to operate
under a research and development council. | see there is a responsibility by Land and Water
Australia to undertake research planning as well as implementation of research planning.
They also take responsibility for whole-of-landscape planning. We have a climate change
manager over here; we have awhole lot of climate programs; and we are going to have a new
council responsible for strategic planning.

CHAIR—We are still in Natural Resource Management, Senator Milne, so is your
guestion to Land and Water Australia?

Senator MILNE—What | am trying to understand is how Land and Water Australia fitsin
to this new structure. It seems to me the minister is bringing in a new level of strategic
planning for research. In his own speech in Melbourne he said he was appointing all these
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people to look at this new strategic thing. | would like to know where Land and Water fitsinto
it and where Mr Gibbsfitsinto it.

Mr Quinlivan—Land and Water Australia is one of the R& D corporations in the portfalio.
The minister envisages the council providing advice on the direction and priorities of R&D
generally across the portfolio, so they will be caught in that sense, as will all of the other
R&D corporations. Separately from that, but consistent with it, the department has its own
policy and research roles through ABARE and the BRS and we have a collective
responsibility in the executive of the department and in the R&D council of doing all of that
in a coordinated way. Separately from that again, the Department of Climate Change has an
overall coordinating role for climate change related work across the government, as the
department of water has for coordinating water related work across the whole of the
Commonwealth. The council is working within this portfolio but within a much bigger picture
in relation to water and climate change.

Senator MILNE—Is it essentially usurping the role that is already there from Land and
Water Australiain terms of strategic planning for research and coordination of research?

Mr Quinlivan—I do not believe so. The minister is obviously signalling that he wants the
R&D corporations and the department generally to be more active in this whole-of-sector,
whol e-of-economy, whol e-of-government area. | do not particularly see that as a reflection on
the performance of Land and Water Australia in the past. It isjust a new way of approaching
that problem.

Senator MILNE—I was not reflecting on the role of Land and Water Australia in the past.
| am reflecting on whether a new group of people has been brought in over the top of
everyone else to have yet another go at strategic planning. Will leave it there. Thank you.

Senator SIEWERT—One of the priorities of Caring for our Country is natural resource
management in remote and Northern Australia. What definition are you using for ‘remote
because remote—and | am not trying to be funny—has different contexts? Do you call any
regional arearemote or would pastoral country, for example, be what you would normally call
remote?

Mr Smith—The term ‘remote’ has not been defined. It is meant to cover at least the area
north of the Tropic of Capricorn, but it could go down well below that. The arrangements for
pursuing that priority will be developed in the transition years. At this stage there is no clear
determination about what ‘remote’ is, but the intent is that it is the north and perhaps down to
Central Australia.

Senator SIEWERT—The priority is going be natural resource management in remote and
Northern Australia. So five of WA's NRM groups are, in fact, not remote. We have only got
SiX.

Mr Smith—As | said, we have not determined exactly what remote is at this stage.

Senator SIEWERT—This is a really significant issue because, if you are not actually

funding anything that is outside metropolitan Perth, you are going to be cutting off, in years 2
to 5, five of our six natural resource management groups from applying for any funding—this
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is in Western Australia and the same will apply in other states—for natural resource
management funding.

Mr Smith—What is intended under that priority is to, in the transition year, look at the
arrangements in remote and Northern Australia—whenever that is determined—and look at
what is working and what is not working, and see if we can make improvements to those
arrangements.

Senator SIEWERT—These are the priorities for Caring for our Country: a national
reserve system; biodiversity and natural icons, coast environments and critical aquatic
habitats; sustainable farm practices; natural resource management in remote and Northern
Australia; and, community skills, knowledge and engagement. | thought, from our discussion
earlier, that they were the priorities that Caring for our Country focused around.

Mr Smith—Sorry, | missed the very last sentence.

Senator SIEWERT—Community skills, knowledge and engagement. They are the
priorities of Caring for our Country. The goal of Caring for our Country is an environment
that is healthy, better protected, well managed and resilient and that provides essential
ecosystem services in a changed climate. The program will focus on achieving strategic
results and investment in six national priority areas. | understood those six national priority
areas, from our discussion previously and from everything | have seen, are what the program
is based on. So | ask again, will natural resource management groups, after year 1, in areas
other than remote and Northern Australia, be able to access funds for natural resource
management?

Combing Mr Smith—Yes.

Senator SIEWERT—BLUt it says here: ‘in remote and Northern Australia’. You just told
me your definition of ‘remote —

Mr Smith—Remote and Northern Australia is a priority area. | talked before about
outcomes. At the moment it is anticipated that there will be numerous outcomes under each of
these priorities, and it is those outcomes that would then help focus the investment. The
priorities, if you like, are sort of headings for investment.

Senator SIEWERT—That is what | figured. But how do you get around the fact that here
you are saying ‘in remote and Northern Australia’, and you just told me that ‘remote’ is
probably anything north of the Tropic of Capricorn?

Mr Smith—No, | said it is at |least that, and it could be down to Central Australia. It is yet
to be determined.

Senator SIEWERT—Down to Central Australia. | am not trying to be difficult here; | am
trying to work out what the government is setting as its priorities.

Senator Sherry—We have not set it yet. The witness has just said that it has not been
finalised yet. When it isfinalised, we will Iet you know.

Senator SIEWERT—So you put the word ‘remote’ in there for no reason?
Senator Sherry—We will let you know when it has been finalised.
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Senator SIEWERT—'Remote’ has a definite definition. Why did the government put
‘remote’ inthereif you cannot tell us what that means?

Senator Sherry—Understand—and the withess has given you an indication of what the
definition will be, but the definition is not concluded to the final latitude or the final mile as
yet.

Dr O’ Connell—I might be helpful or I might not. If your understanding is that NRM can
only occur within remote and Northern Australia as a result of these priorities, | think that isa
misreading. Rather, remote and Northern Australia is one priority, but all other parts of the
country—

Senator SIEWERT—It isthe priority that isdirectly linked to NRM. It is one sentence.
Dr O’ Connell—I think we understand where the mistake arises.

Mr Smith—I now understand your interpretation.

Senator SIEWERT—It isin every document that | have seen.

Mr Smith—The whole program is about NRM. What this priority is saying is that,
effectively, in the transition year the Australian government will be exploring the current
arrangements in remote and Northern Australia and looking at improving them, where it is
possible.

Dr O’Connell—It is certainly not intended to be exclusive for the rest of the country. The
whole purpose hereisthat NRM is available across the nation.

Senator SIEWERT—Where do we find that information? That information is not publicly
available. That is not explained. Thereis very little detail in any of the budget documents. Itis
not consistent with what we have just been told, either, in terms of what the national strategy
isand the plan that is being worked around.

Dr O’Connell—I think that the base funding for natural resource management bodies—
which is what we are talking about—is a clear indication that natural resource management is
intended to be funded across the country through this process.

Senator SIEWERT—That is through the transition year. | am sorry if | have not been
making myself clear. | am actually interested in the future of this program overall.

Dr O’Connell—The secure funding for the regional natural resource management
organisations goes right through the five years.

Senator SIEWERT—The 60 per cent?

Dr O’Connell—That is intended to be the base funding for those NRM regions. The point
I am making there is that natural resource management across Australiais going to be funded
through this program.

Senator SIEWERT—The 60 per cent is guaranteed for the five years.
Mr Smith—Sixty per cent across the nation, yes.
Senator SIEWERT—Five yearsfor each regional group.
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Dr O’'Connell—There is $636 million as a baseline funding for the regional NRM
organisations over that five years, then there is an additional $75 million, which isto assist the
transitional process.

Senator SIEWERT—I accept that. The point is that every group is guaranteed 60 per cent
for five years.

Mr Smith—No, that is not right.
Senator SIEWERT—I did not think so.

Mr Smith—In the first year that is the case. In years 2 to 5 it will be averaged across the
nation.

Senator SIEWERT—Yes. That iswhat | thought.
Mr Smith—So some regions will receive more and some, maybe, less.

Senator SIEWERT—I would really appreciate a very clear statement about whether, into
the future—because this is what it says on the website and it is what | have seen in the
documentation—natural resource management in remote and Northern Australia is a priority
just for year 1, or permanently.

Mr Smith—It is a priority across the life of the program—the first five years of the
program.

Senator SIEWERT—Could you clarify one more thing about the Landcare program? Is
that now rolled into this? Could they take it on notice?

Senator ABETZ—We have now gone 15 minutes past. Whilst | understand what you said
about senators asking questions, with great respect, on the basis of numbers in the Senate, |
think the Greens have now asked more than their fair share under NRM. | gave the call over
to Senator Siewert and put a whole lot of my questions on notice on the basis that we would
finish this at 10.10 pm. We have gone an extra 15 minutes and what | am recommending is
that we finish off so that we can move on to Fisheries and Forestry.

CHAIR—I will give you an answer on that, Senator Abetz, | have no problem. But in
terms of numbers, Senator Siewert is the deputy chair and | have sat here, as have Senator
Siewert and other senators as full members of this committee and participating members,
since nine o' clock yesterday. The last thing | could be accused of, this committee could be
accused of, is outweighing the numbers towards the Greens. That could not be further from
the truth. We had a similar arrangement last night. | thought we had an arrangement where we
could with the support of opposition senators and government senators. It was thrown out the
window at the last minute and we wasted an hour and half this morning on nonsense. | am
more than happy, if it pleases the committee, to come to an arrangement but | cannot tell
senators how many questions they can ask and how many questions they cannot. So, on that,
Senator Siewert still hasthe call and when Senator Siewert finishes the questions then we will
takeit from there.

Senator SIEWERT—I do take the point. This is, however, an extremely important
program and | have been sitting here very patiently for two days. Could you please take it on
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notice and provide me with information about the future of the Landcare program? Isit rolled
into this or, if it is not, what isits ongoing funding?
Senator Sherry—We will take it on notice.

CHAIR—Next on the list is Land and Water Australia. Do any of the senators have
questions of Land and Water Australia? If they do not then | will thank Natural Resource
Management, thank Land and Water Australia and call Fisheries and Forestry to the table.
While Fisheries and Forestry are coming to the table, can | get an indication around the table
of who may wish to ask questions of Fisheries and Forestry and of course AFMA? If we can
keep it to six minutes each, we will be able to wrap up at 11 o' clock. If it goes over, we will
come back on Friday. Let's do Forestry first, then Fisheries and then AFMA.

Senator IAN MACDONALD—The only difficulty is Mr Chairman, if everyone has got
six minutes | would rather roll my Fisheries and Forestry questions into my six minutes.

CHAIR—I think that is honourable, Senator Macdonal d.
[10.30 pm]
Fisheriesand Forestry

Senator ABETZ—Are we doing Fisheries and Forestry together? Can | refer to the article
on the front page of today’s Australian and confirm that the $5.75 million that was referred to
was the projects which the department had recommended against funding previously?

Mr Grant—You arereferring to the projects in the Gippsland Lakes?
Senator ABETZ—Yes, that isright. On the front page of the Australian—

Mr Grant—They were projects that were considered in the term of the last government.
They were considered by an advisory committee—

Senator ABETZ—Can you just please keep the answers very brief. The question is: were
they rgjected or was departmental advice to reject those projects?

Mr Grant—The projects were assessed by an independent assessment panel and the panel
chose to fund some of those projects but not all of them.

Senator ABETZ—The $5.75 million | am referring to is all for projects that were not
recommended?

Mr Grant—The $5.75 million is made up of extra payments committed by the government
to projects that were considered—

Senator ABETZ—And regjected.

Mr Grant—The $5.75 million was used to fund projects that were not recommended for
funding by the advisory committee that existed under the OBA system under the previous
government.

Senator Sherry—Under the previous government.

Senator ABETZ—Thank you. | would assume that the advice did not change. Can | also
confirm that this money was from the Securing our Fishing Future funding?

Mr Grant—Yes.
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Senator ABETZ—I also want to ask about the third round of onshore business assistance.
What was the size of the third round of onshore busi ness assi stance?

Mr Grant—It was $1.1 million for 14 projects.

Senator ABETZ—How many applications? Fourteen. How many of those were funded?
Mr Grant—There were fourteen funded. There were more applications than that.
Senator ABETZ—AII right. How many applications were there?

Mr R Murphy—As | recall, inround 3 we received in the order of 60 applications.

Senator ABETZ—Sixty applications, thank you. That is all we want to know; we do not
need all the other information. | will not turn to the abalone industry. The Australian
government committed $146,000 to support Australia's abalone industry. Can | be given an
indication as to whether that funding has been spent or is in the process of being spent on the
abalone herpes disease?

Mr Grant—This was money that was promised through the fisheries research fund to
provide assistance to a Commonweal th-state process to investigate—

Senator ABETZ—That isright.

Mr Grant—That money has been paid over to the FRDC, who are coordinating input to
that process. So the money is with the FRDC.

Senator ABETZ—So that is progressing?
Mr Grant—Itis.

Senator ABETZ—I will now turn to forestry and the Tasmanian community forest
program. Has any funding been cut out of that?

Mr Grant—No, no funding has been cut out of that.

Senator ABETZ—Thank you. There was a review of Tasmanian forest contractors
implemented. That was to report in November. Has that review been received?

Mr Bartlett—Not to my knowledge.
Senator ABETZ—When are you anticipating that review?
Mr Bartlett—I will have to take that on notice.

Senator ABETZ—To your knowledge, are forestry MISs being put under special
consideration by the Australian tax office?

Mr Grant—What do you mean by special consideration?

Senator ABETZ—Will they now be under close scrutiny by the Australian Taxation
Office?

Mr Grant—You would have ask the tax office that. | am not—

Senator ABETZ—Yes, but you are not aware that managed investment schemes for
forestry have been placed under closer scrutiny by the tax office.

Mr Grant—I| am not aware of that, no.
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Senator ABETZ—Mr Bartlett, with your knowledge of the forest sector, you are not aware
of that?

Mr Bartlett—I am not aware of that.

Mr Quinlivan—The particular tax treatment is legislated now in any case. It is not a
matter for the tax commissioner’s discretion. | am not quite sure what you are referring to, but
it would not be about their operation as managed i nvestment schemes.

Senator ABETZ—That is a great answer, thank you. There is a nuisance in Tasmania who
likes placing advertisements. Part of the advertisement says, ‘ Plantation managed investment
schemes promoted and protected by Senator Abetz, the former minister for forests, will now
be under close scrutiny by the Australian Taxation Office.” You have confirmed that they are
now legislated schemes, and that will not be occurring. Do Forestry or you, Mr Bartlett, have
any views in relation to the cuts to the CSIRO which mean that we will how have only one
area for dedicated forestry research, the CRC for Forestry?

Mr Bartlett—No, | do not have any views.

Senator ABETZ—No views? Minister, do you think that this is going to be helpful for
Forestry?

Senator Sherry—I will takeit on notice and discuss it with the minister.
Senator ABETZ—Thank you.

Senator Sherry—In response to your first question, the projects that you asked about—the
$5.75 million which was cause for comment in the Australian today—were in fact Rudd
government election commitments made prior to the last general election. We are
impl ementing our election promises.

Senator ABETZ—Mr Rudd said that he would not be funding projects which were
rejected by departments, and he has broken that promise.

Senator Sherry—Election promises were made during the campaign.

Senator ABETZ—Can you tell us, either now or on notice, what is happening with the FV
Taruman, which has been rusting away at Haobart's port?

Senator MILNE—I want to speak about the Tasmanian Community Forest Agreement. At
the last Senate estimates | asked Dr O’ Connell about whether you had informed the former
minister, Senator Abetz, of his fiduciary responsibilities in relation to the handing out of
government money. You said that you wanted to take that on notice, because if you had
informed the minister then that would be a serious problem for the minister and if you did not
then that would be a serious problem for the department. You took it on notice because it was
a serious answer and then, to be quite frank, insulted my intelligence by giving me an answer
that referred to the new minister when all of the questioning last time was about the previous
minister. Why did you do that? | will come back to that. | want to turn now to the audit report
that came out after the last estimates.

Mr Grant—On that point, | recall your questioning at the last estimates. My clear
understanding was that you were asking about advice provided to the new minister. If that was
my misunderstanding, then | apologise. But that is how | read the questioning at the time.
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Senator MILNE—I have no idea how you could have come to that conclusion when all
the questioning was about the grants up the November € ection and how many were approved
between the election and the government taking office, during which time Minister Burke had
not been sworn in. | cannot see how you could have possibly come to that conclusion. | am
not going to waste my time on that now.

Senator ABETZ—The Auditor-General—

Senator Sherry—Do you want a response to that? The officers have explained that a
mistake was made. Do you want a response?

Senator M ILNE—No, because the Auditor-General has now confirmed that Senator Abetz
was not told of his responsibilities and therefore has not breached his responsibilities. | would
like to ask this of the department: who has taken responsibility for failing to inform the
minister? Thisisimportant. The Auditor’s report said that there were no operating procedures
devel oped for administering the programs; the assessment process was not transparent and not
consistent with the commonly applied standards of grants administrations; the advice
provided to ministers did not accurately reflect where assessments were not completed by the
department, the Tasmanian Department of Economic Development or the independent
assessor and where the scope of the assessment was restricted by the committee. That is pretty
damning. Who is taking responsibility? In the regional grants process, people were forced to
take responsibility. Who is taking responsibility for the complete maladministration of this
fund?

Dr O’ Connell—I have only had a short look, but it does look as though the context of your
question would have made it clear that it did not refer to Minister Burke but to the previous
minister. On that basis, | apologise for the department misinterpreting the question when they
came to draft the answers. | am happy to undertake to provide a corrected answer to you.

Senator MILNE—I just said that the Auditor-General has provided the correct answer and
that is: the department did not tell the minister. | am asking: who in the department is taking
responsibility for the maladministration of this program? According the Auditor-General’s
statement, there was a compl ete failure to adhere to all the guidelines. They are all listed here.
The department’s chief executive instructions on procurement were ignored, the better
practice guide for advisory committees was ignored, the chief executive instruction on grant
management was ignored and on it goes. It goes right down to the point where the department
approved grants for second-hand machinery and do not even have recorded the make, the age
or what type of machine it was, so how could you possibly know what you funded on the
ground?Who in the department is taking responsibility for this complete failure?

Mr Grant—The department provided a response to the Auditor-General’s report. The
department has accepted all three of the recommendations that the Auditor-General made in

that report and is implementing procedures to address the recommendations made by the
Auditor-General to improve the program.

Senator M ILNE—But somebody must be accountable.

Senator Sherry—I followed Auditor-General’s reports pretty closely in opposition. It is
not unusually for an auditor’s report to be critical of a particular department’s administration
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and make a series of recommendations. Then the department accepts those recommendations.
| get the view that you want a head to roll somewhere.

Senator MILNE—They did rall in the regional—

Senator Sherry—It does not mean that heads do roll. The department has acknowledged
and accepted the recommendations.

Senator M ILNE—Somebody has to be accountable.

Senator Sherry—The department has accepted accountability. They have accepted the
recommendations and in future those procedures will be in line with the Audit Office
recommendations.

Senator MILNE—I have a series of specific questionsin relation to this that | will put on
notice.

Senator SIEWERT—I want to ask about the Indonesian fishing boats—the ones that were
destroyed. Minister Burke made a statement to parliament about them and said that they will
be compensated, because their boats were destroyed last month and should not have been.
How did it occur that the boats were destroyed in thefirst place?

Mr Hurry—There were nine boats involved in this group. Four were destroyed on the way
in and one was subsequently destroyed in Darwin harbour when it started to sink.

Senator SIEWERT—How were they destroyed on the way in? Was it assumed that they
wereillegally fishing?

Mr Hurry—It would have been considered dangerous to continue to tow them because of
the weather. They started to break up. We would have burnt them at sea.

Senator SIEWERT—So that iswhy they were—
Mr Hurry—That isjust the normal processin operating in north Australian waters.
Senator SIEWERT—So there were nineinvolved?

Mr Hurry—We brought in 33 vessels over atwo-week period. After we apprehended them
and went through the investigation, nine were found to have been fishing for swimming
species and not trepang as we thought they were. We basically followed normal procedure.
We go through a process of paying them restitution for the value of the boat and repatriating
them back to their ports.

Senator SIEWERT—S0 that is the normal process. So if you apprehend fishers who you
think are illegally fishing you destroy their boats and, if they are subsequently found not be
illegally fishing, you compensate them?

Mr Hurry—That happens very rarely. There have probably been one or two cases in the
past. With these nine, they were fishing in a way that was different to what we had normally
encountered in north Australia. |1 have brought some maps along, if they help. They were
fishing north of the Australian border in an area—

Senator SIEWERT—I would appreciate it if you could circulate them. How much have
they been compensated for?
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Mr Hurry—From between $5,252 and $12,673 for the boats. It depended on the size and
the condition of the boat and the amount that was negotiated with the fishers concerned. We
ended up buying all nine boats, so we did not just pay them repatriation for the five that had
been destroyed. The others four were sold to the government as well and leaving, so we ended
up with al nine vessels.

Senator SIEWERT—Have you refined your processes so that does not happen again?

Mr Hurry—To the degree we can. | have issued an amendment to the operating
instructions in North Australian waters so that there is a different set of processes followed, |
suppose, that make the officers on board their boats conscious that there needs to be both
sedentary species on board and one or two other indicators that these guys are fishing for
sedentary species.

Senator SIEWERT—How long were the fishers in the Darwin detention centre.

Mr Hurry—I would have to take that on notice. It is probably more a question for
Immigration, but we could probably get the figures for you.

Senator SIEWERT—That would be appreciated. The Queensland fin fishery: | am sure
you are aware that there is controversy raging over the potential for sharks to be taken for fins
inthe Great Barrier Reef Marine Park. | am getting blank looks.

Mr Hurry—If it is a Queendand state fishery, it is a Queendand government fishery and it
would be an issue for the Queensland government. There is atunafishery that operates off the
Queensland coast out of Mooloolaba that in the course of taking tuna probably takes shark as
well. We monitor it very carefully. There have been some prosecutions for the illegal take of
shark finin that fishery and, from memory, there was a recent one.

Senator SIEWERT—Could You take on notice to provide me with the details around how
many peopl e have been taking?

Mr Hurry—I can give you the information on the last prosecution that we had and
whether there have been any previous ones. If it is a Queensland state shark fishery then it is
an issue for the Queendand government, but |1 can provide you with the details on the
Commonwealth fishery that operates out of those waters.

Senator SIEWERT—That would be appreciated.

Mr Grant—There have been some close negotiations between the Department of the
Environment, Water, Heritage and the Arts and the Queendand government about trying to
manage the fishery and its interaction with the Great Barrier Reef Marine Park, so you might
talk to the environment committee as well.

Senator SIEWERT—I will be following that up tomorrow. | did not quite hear the first
question that Senator Abetz asked, so | apologise if this question has been asked: has there
been a decrease in funding for IUU surveillance?

Mr Hurry—No.

Senator SIEWERT—Could you provide on notice detail s of the funding for that particular
lineitem?

Mr Hurry—Yes, Senator.
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Senator SIEWERT—And compared to last financial year.

Mr Grant—Can | just clarify that: do you mean the whole of the illegal foreign fishing
package, which is a government process across the board involving a whole lot of other
agencies, or just the surveillance component?

Senator SIEWERT—Just the surveillance component of it.
Mr Hurry—Which Customs or Defence have responsibility for.
Senator SSEWERT—Yes.

Senator IAN MACDONAL D—If you read the Customs estimates—and we went into this
last night—there have been cuts.

Senator SIEWERT—Thank you.

Senator IAN MACDONALD—I will waste 30 seconds of my time to say that this is an
inappropriate way to have a serious discussion on forestry and fisheries.

CHAIR—I am very happy to come back on Friday, Senator Macdonald. But at your wish
and your colleagues’ wish you specifically asked me if it could be done so we could finish at
11 pm, towhich | said that | am happy to come back on Friday. But if this is the way you want
to do it—no worries.

Senator IAN MACDONALD—I am conscious of that and | acknowledge that, Chair. |
am simply saying that, for the committee as a whole—and | am not part of the committee, as
you know—giving fisheries and forestry just 20 minutes creates a problem. | make a
recommendati on to the committee that you should better organise you time in the future. That
is a general gratuitous comment that has wasted 90 seconds of my time. It leads me to a very
brief question. Is the new R&D forestry organisation up and running and operating
successfully?

Mr Bartlett—Yes, itis.

Senator IAN MACDONAL D—Minister, would you approve of my speaking—and none
of my questions have a political element, would you believe—to the forestry people to get
some more detail about that?

Senator Sherry—I will haveto refer that to Minister Burke.

Senator IAN MACDONALD—That applies to a few others. | had a lot of questions for
AFMA about the orange roughy quota, but in three minutes it is pointless going ahead with
them. So again | seek the minister’s approval to speak to AFMA about that. | have had some
issues raised with me by constituents and | want to go through those. Similarly, | wanted to
congratulate the department and AFMA on their fisheries surveillance and their international
work, and | did want to have an opportunity to question Mr Kalish tonight but, in 30 seconds,
any guestioning would be ridiculous. So, again, | seek permission to speak directly to these
people, with or without representatives of the minister. None of those are palitical but instead
pursue some genuine policy interests | have, which may or may not be of interest to Australia
and whoever the government might happen to be. My questions on the CSIRO are political,
but they have been asked by someone else and | will have to pursue them perhaps in a
different estimates at some other time.
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Senator SCUL LION—I have some supplementary questions to the questions asked by my
colleague, Senator Siewert. | have put AFMA on notice that | may be asking some questions,
and | understand you may have even provided a photograph of these fish traps. For the benefit
of those people who are not across the detail, | understand that there was some confusion with
a fish trap—or so it has been given to me by the minister, and | would acknowledge that he
rang me personally at the time to explain what had happened. | would appreciate that perhaps
on natice or your providing the photograph of it—I do not really need it at the moment.

My real concern was that thisis all about the relationships, and the people in AFMA know
just how important it is to maintain a relationship with Indonesia. Fisheries generally is not
about managing fish; it is about managing people. We just know what a great gaffe this can
possibly be. Mr Hurry, | was miffed, | have to say, at what | would have thought would have
been such a simple process of being able to establish that what we are trying to prevent being
taken is trepang—and | am sure that was not the species they were thinking about. The other
was a really speedy trepang that moves at about two centimetres an hour. In regard to having
onboard a vessel what was effectively a fish trap made of bamboo or wicker that was to
somehow trap something that moved at those speeds, given the vast experience of AFMA
officers—to make this sort of a gaffe—can you throw some light on why that happened?

Mr Hurry—-Briefly, | accept your comments on this. It is our understanding that when we
brought the boats in a number of boats had actually set their traps and they set them using the
same gear that we traditionally associate with fishing for trepang, which is compressors,
hookah gear, flippers and masks. So, a number of the traps were down and there were only a
couple of boats left that had traps left on them. There was also the complication that a couple
of these boats had live coral trout on them but also had trepang in their wells. | guess in the
minds of the fisheries officers on the boats the question is: are they fishing for trepang or are
they fishing coral trout; what is going on with these boats? You apprehend them and bring
them in and run an investigation on them. Nine of the 33 were principally targeting swimming
fish using these traps.

I can understand the issue for the fisheries officers on the boats. One of the things that we
have gone back to clarify is the actual take of species. If you are in that area of water above
that provisional line, then make sure there are trepang on the boats that you apprehend as well
as compressors or fish traps or trepang spears, so you know exactly what it is the people were
targeting. That will limit any potential fallout on thisin the future.

Senator SCULLION—In your response to Senator Siewert you indicated that we always
look for a couple of indicators. One of them with trepang is almost invariably salt, because
that isa significant part of it.

Mr Hurry—Yes, that is exactly right.

Senator SCULLION—Salt is very rarely used in that sort of quantity for any other
product, so, in the absence of having salt on board, one would have thought that was a bit of
an issue. | can understand having new AFMA officers and | understand there is a whole range
of fairly new recruits in that area. Have you extended the process so that if you are a bit
doubtful you can take a digital photograph at sea? | know your platforms out there have the
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capacity to send it back to extremely experienced officers. Was that utilised and the
opportunity taken at the time?

Mr Hurry—Not on this one, Senator. What we have done in redrafting a set of operating
instructions up there is to draft a set which we will review in two months time to see how
workable they are. This was just a process of fishing that we had not come across before on
the water. | think it was just a reaction to a number of people who came from Macassar and
had come into Kupang. They had heard there was good fishing in this area and come into that
water. With the price of trepang the way it is—and we have noticed a real increase in the
amount of trepang vessels that we have apprehended this year—I suspect that trepang will
continue to be a problem for us up there. But we are conscious of thisissue, we have redrafted
our operating instructions and | am reasonably comfortable we will be right into the future.

Senator SCULLION—In view of the impact on the very special relationship with those
people whom we rely on to joint manage this particular stock, | understand—and | have heard
it second-hand—that the law of the sea actually details quite prescriptively how we should go
about compensating vessdls. |s that correct?

Mr Hurry—I think the law of the sea says that we should compensate where they have
been taken in this process.

Senator SCULLION—Somebody said to me, ‘It's the law the sea; that is why it is an
exact amount.’

Mr Hurry—No. My understanding is there is no formula for it. But on the relationship
issue: the Indonesian ambassador was in Australia and actually spoke to Peter Venslovas, our
northern regional manager, last week and was quite pleased with the way this had actually
worked out and the fact that we had engaged the Indonesian consul and vice-consul, who had
participated in the negotiations that we had with the fishermen about reparation for their boats
et cetera. It had worked well, they were comfortable with the process and | think it was a
reasonable outcome. They have appreciated the operational nature of this as an issue. | am
sure the relationship is on a reasonably good footing, and | would expect it to stay that way.

Senator SCULLION—Indeed. | have also spoken to the same individuals, but | will not
go into that too much. | just think it is extremely important that we see this as a different
circumstance in terms of any compensation because, as you would well know, when this gets
out of hand in Australia the mediawill pick this up extremely quickly. We have had some very
nasty historical incidents of that. | ook forward to you, perhaps on notice, providing me with
the series of changes you have made in the operating procedures. Certainly | would like to see
the capacity, if there is some doubt, to ensure that we are sending back photographs to those
people who may have more experience. Perhaps you can give us an update on the exactly
training regime for the new recruitsin AFMA.

Mr Hurry—We can do that, Senator Scullion.
CHAIR—Senator Macdonald, do you wish to add any more on notice?

Senator IAN MACDONAL D—I sought the minister’'s approval to get some information
directly.
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Senator SCULLION—Chair, because of the time constraints and some of the
management issues we face, we will be putting a whol e suite of questions on notice.

CHAIR—I thank officers from Fisheries and Forestry and the officials from the
Department of Agriculture, Fisheries and Forestry. | thank Hansard and the secretariat for

their efforts.
Committee adjourned at 10.58 pm
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