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RESOLUTION
No.   2C

IMPACT OF DAIRY DEREGULATION ON REGIONAL AUSTRALIA 
- REPORT OF THE HIGH LEVEL TASKFORCE

1. Council was advised of the main outcomes of its High Level Taskforce’s assessment of the impact of dairy deregulation on regional Australia.

BACKGROUND

2. On 3 March 2000 Australian Agriculture and Primary Industries Ministers established a High Level Taskforce to monitor and evaluate the impact of dairy deregulation on regional Australia.  The Taskforce was to identify any problems and develop solutions should regional assistance programs prove inadequate.  Specifically the Taskforce was asked to: 

(a)
investigate enhanced delivery mechanisms of existing Commonwealth programs;

(b)
identify emerging problems not foreseen; and

(c)
highlight any problems with existing mechanisms and provide a report to ARMCANZ Ministers within 12 months on the development of new purpose-built processes to address these problems should they emerge.

3. The Taskforce was convened on six occasions and a number of steps were agreed to be taken by the Commonwealth and states to improve the delivery of response measures to adverse deregulation impacts.  A final report is being prepared and will be circulated out of session when all inputs have been received and cleared by participants, and would be available for formal adoption at the next meetings under the new Standing Committee and Council arrangements in March 2002. This timing will allow the States, who have established their own committees/groups inquiries into dairy deregulation, to submit their final reports to the Taskforce.  The Taskforce is in a position to provide the Standing Committee and Council with its key findings and these are set out below. 

Key findings

4. In examining the impact of deregulation on regional Australia, the Taskforce noted that the adjustment process following deregulation was well advanced and there were clear indications that positive adjustment of dairy businesses and in dairy-dependent communities is taking place.  The Taskforce noted that the Commonwealth Government’s structural adjustment package is now almost fully implemented, with well over 99% of eligible farmers receiving notices of entitlements and over 98% receiving payments.  The Taskforce also noted that many farmers are using payments under the package to improve farm productivity and profitability in the new market environment.  The Taskforce noted, however, that there have been some farm exits for example, 18%, 16% and 12-15% in Queensland, NSW and WA respectively, along with drought impacts in southern Australia and the Queensland Darling Downs which have affected total milk production.  The disruption to national milk production has, however, been minimal and Australian milk production is forecast to increase by 2.5% in 2001-02, and an early return to the longer term trend line of growth in the 2% range is expected.  It is of note that dairy herd numbers have not declined. 

5. The Commonwealth’s supplementary assistance package worth $159 million includes an expansion of the Dairy Regional Assistance Program (Dairy RAP) by $20 million and will further assist those individual farmers and regions most adversely affected by deregulation to adjust.  Furthermore, the $27 million assistance package provided by the Western Australian Government to its dairy farmers will also aid adjustment in that State. 

6. The Taskforce noted the successes of Dairy RAP to date in terms of providing employment solutions and social support services for many communities in regions most affected by farm gate market milk price deregulation.  As of July 2001, some 116 projects worth approximately $18.8 million have been funded through Dairy RAP.  The number of projects funded under the program in NSW, Queensland, South Australia, Tasmania, Victoria and Western Australia has been 25, 52, 6, 4, 24 and 5 respectively.  The distribution of funding amongst these States is estimated to be: NSW $4.74 million, Queensland $8.53 million, South Australia $0.7 million, Tasmania $1.25 million, Victoria $2.16 million, and Western Australia $1.44 million. 

7. The Taskforce has considered a range of suggested improvements to the program’s delivery mechanisms.  This included a commitment to better integration and more effective consultative processes between State Organisations and the Department of Employment, Workplace Relations and Small Business (DEWRSB) state offices to develop targeted projects in those regions most in need.  The Taskforce noted however, that in some States there are already integrative and consultative processes in place. In Tasmania, for example, a reference group has been established to advise the Local Area Consultative Committees (ACC) on applications under Dairy RAP.  In NSW, a consultant has been engaged to assist with the preparation of Dairy RAP applications and to liaise with DEWRSB staff based in NSW.  It was noted that it is the role of ACC’s to endorse and forward suitable project proposal to DEWRSB state offices for assessment and recommendation to DEWRSB National Office.  Together with the DEWRSB commitment to support cooperation, other States undertook to consider the processes within their jurisdiction and take on board improvements where appropriate. 

8. Specific findings of the Taskforce are: 

(a)
the impacts of processor rationalisation have been most pronounced in Queensland (such as Monto and Mackay), NSW (Gloucester) and Western Australia.  In response, State agencies are assisting in the identification of the most affected regions, along with the development of proposals for Dairy RAP funding through their State groups.  The Commonwealth has targeted the most adversely affected regions by giving appropriate priority to Dairy RAP proposals in these areas, while considering proposals from all other regions under this national program where ACCs establish a case for funding;

(b)
there is a need for financial and social counsellors in heavily affected regions, and that consideration should be given to extending the services provided through Dairy RAP funding where there is a demonstrated need and where these services do not substitute or duplicate funding from the responsible Commonwealth, State or local Government agency.   In response, the Commonwealth has undertaken to examine any advice provided pertaining to the adequacy of existing financial and social services in these regions; and

(c)
while there has been some criticism of some projects funded by Dairy RAP, the Taskforce is of the view that this was largely due to misunderstandings about the objectives of the Program, particularly that Dairy RAP was designed to assist dairy dependent communities adjust to the deregulation of the dairy industry.  Funding is provided to support the creation of sustainable employment opportunities and to assist in overcoming any social dislocation rather than provide direct assistance to individual dairy farm businesses (whose needs were appropriately addressed by DSAP payments).

9. The Taskforce noted that the Australian Bureau of Agriculture and Resource Economics expects the average all milk price in 2000-01 to be 7% higher than 1999-00 and 8.5% higher in 2001-02.  This positive change in national average prices was largely due to strong export market demand boosting prices for manufacturing milk.  While acknowledging that the benefits from higher export market prices will be less in regions where farmers are more reliant on drinking milk markets, the Taskforce nonetheless believes this positive outlook has helped mitigate the adverse affects of deregulation. 

10. In light of the advanced stage of implementation of the Commonwealth assistance package, the stronger market situation and signs that the industry is making positive adjustment to the new market circumstances, the Taskforce is of the view that its work should be concluded on finalisation of its report, to be submitted to Ministers in March 2002. 

RESOLUTION

11.
Council NOTED the Taskforce findings and AGREED that the final report of the Taskforce be presented to the first meeting of the Primary Industries Ministerial Council in 2002.
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(c)
while there has been some criticism of some projects funded by Dairy RAP, the Taskforce is of the view that this was largely due to misunderstandings about the objectives of the Program, particularly that Dairy RAP was designed to assist dairy dependent communities adjust to the deregulation of the dairy industry.  Funding is provided to support the creation of sustainable employment opportunities and to assist in overcoming any social dislocation rather than provide direct assistance to individual dairy farm businesses (whose needs were appropriately addressed by DSAP payments).

9. The Taskforce noted that the Australian Bureau of Agriculture and Resource Economics expects the average all milk price in 2000-01 to be 7% higher than 1999-00 and 8.5% higher in 2001-02.  This positive change in national average prices was largely due to strong export market demand boosting prices for manufacturing milk.  While acknowledging that the benefits from higher export market prices will be less in regions where farmers are more reliant on drinking milk markets, the Taskforce nonetheless believes this positive outlook has helped mitigate the adverse affects of deregulation. 

10. In light of the advanced stage of implementation of the Commonwealth assistance package, the stronger market situation and signs that the industry is making positive adjustment to the new market circumstances, the Taskforce is of the view that its work should be concluded on finalisation of its report, to be submitted to Ministers in March 2002. 

RESOLUTION

11.
Council NOTED the Taskforce findings and AGREED that the final report of the Taskforce be presented to the first meeting of the Primary Industries Ministerial Council in 2002.

Agriculture and Resource
MEETING NUMBER:  21


Management Council of
LOCATION:   DARWIN

Australia and New Zealand
DATE:   17 AUGUST 2001

RESOLUTION
No.   2C

IMPACT OF DAIRY DEREGULATION ON REGIONAL AUSTRALIA 
- REPORT OF THE HIGH LEVEL TASKFORCE

1. Council was advised of the main outcomes of its High Level Taskforce’s assessment of the impact of dairy deregulation on regional Australia.

BACKGROUND

2. On 3 March 2000 Australian Agriculture and Primary Industries Ministers established a High Level Taskforce to monitor and evaluate the impact of dairy deregulation on regional Australia.  The Taskforce was to identify any problems and develop solutions should regional assistance programs prove inadequate.  Specifically the Taskforce was asked to: 
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4. In examining the impact of deregulation on regional Australia, the Taskforce noted that the adjustment process following deregulation was well advanced and there were clear indications that positive adjustment of dairy businesses and in dairy-dependent communities is taking place.  The Taskforce noted that the Commonwealth Government’s structural adjustment package is now almost fully implemented, with well over 99% of eligible farmers receiving notices of entitlements and over 98% receiving payments.  The Taskforce also noted that many farmers are using payments under the package to improve farm productivity and profitability in the new market environment.  The Taskforce noted, however, that there have been some farm exits for example, 18%, 16% and 12-15% in Queensland, NSW and WA respectively, along with drought impacts in southern Australia and the Queensland Darling Downs which have affected total milk production.  The disruption to national milk production has, however, been minimal and Australian milk production is forecast to increase by 2.5% in 2001-02, and an early return to the longer term trend line of growth in the 2% range is expected.  It is of note that dairy herd numbers have not declined. 
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6. The Taskforce noted the successes of Dairy RAP to date in terms of providing employment solutions and social support services for many communities in regions most affected by farm gate market milk price deregulation.  As of July 2001, some 116 projects worth approximately $18.8 million have been funded through Dairy RAP.  The number of projects funded under the program in NSW, Queensland, South Australia, Tasmania, Victoria and Western Australia has been 25, 52, 6, 4, 24 and 5 respectively.  The distribution of funding amongst these States is estimated to be: NSW $4.74 million, Queensland $8.53 million, South Australia $0.7 million, Tasmania $1.25 million, Victoria $2.16 million, and Western Australia $1.44 million. 

7. The Taskforce has considered a range of suggested improvements to the program’s delivery mechanisms.  This included a commitment to better integration and more effective consultative processes between State Organisations and the Department of Employment, Workplace Relations and Small Business (DEWRSB) state offices to develop targeted projects in those regions most in need.  The Taskforce noted however, that in some States there are already integrative and consultative processes in place. In Tasmania, for example, a reference group has been established to advise the Local Area Consultative Committees (ACC) on applications under Dairy RAP.  In NSW, a consultant has been engaged to assist with the preparation of Dairy RAP applications and to liaise with DEWRSB staff based in NSW.  It was noted that it is the role of ACC’s to endorse and forward suitable project proposal to DEWRSB state offices for assessment and recommendation to DEWRSB National Office.  Together with the DEWRSB commitment to support cooperation, other States undertook to consider the processes within their jurisdiction and take on board improvements where appropriate. 

8. Specific findings of the Taskforce are: 

(a)
the impacts of processor rationalisation have been most pronounced in Queensland (such as Monto and Mackay), NSW (Gloucester) and Western Australia.  In response, State agencies are assisting in the identification of the most affected regions, along with the development of proposals for Dairy RAP funding through their State groups.  The Commonwealth has targeted the most adversely affected regions by giving appropriate priority to Dairy RAP proposals in these areas, while considering proposals from all other regions under this national program where ACCs establish a case for funding;

(b)
there is a need for financial and social counsellors in heavily affected regions, and that consideration should be given to extending the services provided through Dairy RAP funding where there is a demonstrated need and where these services do not substitute or duplicate funding from the responsible Commonwealth, State or local Government agency.   In response, the Commonwealth has undertaken to examine any advice provided pertaining to the adequacy of existing financial and social services in these regions; and

(c)
while there has been some criticism of some projects funded by Dairy RAP, the Taskforce is of the view that this was largely due to misunderstandings about the objectives of the Program, particularly that Dairy RAP was designed to assist dairy dependent communities adjust to the deregulation of the dairy industry.  Funding is provided to support the creation of sustainable employment opportunities and to assist in overcoming any social dislocation rather than provide direct assistance to individual dairy farm businesses (whose needs were appropriately addressed by DSAP payments).

9. The Taskforce noted that the Australian Bureau of Agriculture and Resource Economics expects the average all milk price in 2000-01 to be 7% higher than 1999-00 and 8.5% higher in 2001-02.  This positive change in national average prices was largely due to strong export market demand boosting prices for manufacturing milk.  While acknowledging that the benefits from higher export market prices will be less in regions where farmers are more reliant on drinking milk markets, the Taskforce nonetheless believes this positive outlook has helped mitigate the adverse affects of deregulation. 

10. In light of the advanced stage of implementation of the Commonwealth assistance package, the stronger market situation and signs that the industry is making positive adjustment to the new market circumstances, the Taskforce is of the view that its work should be concluded on finalisation of its report, to be submitted to Ministers in March 2002. 

RESOLUTION

11.
Council NOTED the Taskforce findings and AGREED that the final report of the Taskforce be presented to the first meeting of the Primary Industries Ministerial Council in 2002.

