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Senator O'Brien asked:

Can you supply to the committee that part of the contract which identifies the task?

Answer:

The Wheat Export Authority (WEA) have contracted the Allen Consulting Group (ACG) to assist in its legislative function:

‘to monitor AWB (International) Ltd’s performance in relation to the export of wheat and to examine and report on the benefits to growers that result from that performance’.

Key elements of the monitoring function include four projects, Export Markets – Pooling Operations, Logistics Efficiency, Business Structure and Environment and Business Efficiency.  The following outlines the part of the contracts, which identifies the tasks under each of the four projects.

Export Markets – Pooling Operations and Pricing (Consultancy Services)

1. The consultant will:

(a) Develop a monitoring and assessment framework including, economic models, support tools and methods for analysis for ‘Export Markets – Pooling Operations and Pricing’ activities.

(b) Identify and collect data on the performance area of pricing in relation to domestic and export sales and assessment of the efficiency of the pooling system.

(c) Assess, measure, model and quantify the benefits to all growers (who either sell to the pool or outside the pool) that result from AWB (International) Ltd’s use of its wheat export rights.  This will include an assessment of the direct revenue benefits as well as indirect benefits and costs, that are derived from or attributable to the export of wheat and the pooling of returns by AWB (International) Ltd and its operation of the pool.

(d) Interpret the assessment and provide periodic reports to the WEA in relation to AWB (International) Ltd’s performance.

2. To assist in analysing, assessing and reporting on AWB (International) Ltd’s performance area of ‘Export Markets – Pooling Operations and Pricing’ the consultant will:

(a) Identify and monitor the international export market share of AWB (International) Ltd and other exporters which may include but not restricted to Canadian Wheat Board (CWB), Argentina and other Australian based exporters.

(b) Identify and monitor characteristics of markets in which AWB (International) Ltd operates.

(c) Identify and monitor AWB (International) Ltd’s responsiveness to market changes and/or opportunities.

(d) Identify issues relating to AWB (International) Ltd’s performance, which may need to be considered in future reports.

3. The consultant will work closely with the WEA to ensure that monitoring approaches remain consistent with WEA objectives and to enhance the capacity of the WEA to evaluate AWB (International) Ltd.  The consultant will endeavour to enhance the knowledge of the WEA of tools and methods for measuring industry performance and of the industry dynamics that impact on performance.

4. Specifically the consultant in the first instance will consider AWB (International) Ltd’s:

(a) Ability to earn a premium in gross and net revenue terms over time (compared to a conceptual non-single desk scenario).

(b) Ability to redirect sales to maximise grower revenues.

(c) Success in pool development.

(d) Marketing initiatives and level of success.

(e) Impact of export prices on domestic prices.

Logistics Efficiency (Consultancy Services)

1. To assist in analysing, assessing and reporting on AWB (International) Ltd’s performance area of ‘Logistics Efficiency’ the consultant will:

(a) Identify and monitor the efficiency of AWB (International) Ltd’s supply chain and compare its performance against other exporters which may include but not restricted to Canadian Wheat Board (CWB), other Australian based exporters and other logistics service providers’

(b) Analyse and assess the charges to growers for services from “farm gate to free on-board”, the supply chain efficiencies attributable to the export arrangements, and the nature and extent of the wheat volumes handled.

(c) Identify and monitor AWB (International) Ltd structures under their “joint venture” arrangements and the resulting benefits to growers for the services provided from “farm gate to free on-board”.

2. In providing the WEA with reports on the performance of AWB (International) Ltd the consultant will be required to:

(a) Develop a framework including tools and methods for analysis.

(b) Identify, collect and analyse data.

(c) Provide in a clear manner an interpretation of the essential logic of the analysis and the conclusions derived through periodic reports to the WEA in relation to AWB (International) Ltd’s performance.

(d) Undertake, where appropriate, sensitivity analysis and provide detailed discussion of the qualifications and limitations of the methods and analyses used.

(e) Identify issues relating to AWB (International) Ltd’s performance which may need to be considered in future reports.

3. The consultant will work closely with the WEA to ensure that monitoring approaches remain consistent with WEA objectives and to enhance the capacity of the WEA to evaluate AWB (International) Ltd.  The consultant will endeavour to enhance the knowledge of the WEA of tools and methods for measuring industry performance and of the industry dynamics that impact on performance.

4. Specifically the elements the consultant will measure in the first instance include, but not be restricted to the assessment of the efficiency of AWB (International) Ltd’s logistics performance.  This includes assessing AWB (International) Ltd’s efficiency in relation to:

(a) Transport.

(b) Handling.

(c) Storage.

(d) Shipping and loading.

Business Structure and Environment (Consultancy Services)

1. To assist in analysing, assessing and reporting on AWB (International) Ltd’s performance area of ‘Business Structure and Environment’ the consultant will:

(a) Identify the business arrangements and monitor the transparency of the business relationship between AWB (International) Ltd and AWB Ltd and its subsidiaries including the services provided between the companies and the cost efficiencies of those services.

(b) Identify AWB (International) Ltd’s operating environment and stakeholders’ perception and level of satisfaction of their performance.

2. In providing the WEA with reports on the performance of AWB (International) Ltd the consultant will be required to:

(a) Develop a framework including tools and methods for analysis.

(b) Identify, collect and analyse data.

(c) Interpret the analysis and provide periodic reports to the WEA in relation to AWB (International) Ltd’s performance.

(d) Identify issues relating to AWB (International) Ltd’s performance which may need to be considered in future reports.

3. The consultant may assess the benefits to all growers against an ideal of AWB (International) Ltd being a perfect single desk (possibly as a monopolist with a fringe of traders in a small country).  This may then be compared to the case of an alternative of a large free-market trading company (possibly multinational and/or domestically based) also placed in the context of a fringe of small traders.  Whilst other frameworks should be considered, agreement of the WEA on the approaches to be taken will be obtained.

4. The consultant will work closely with the WEA to ensure that monitoring approaches remain consistent with WEA objectives and to enhance the capacity of the WEA to evaluate AWB (International) Ltd.  The consultant will endeavour to enhance the knowledge of the WEA of tools and methods for measuring industry performance and of the industry dynamics that impact on performance.

5. Specifically the elements the consultant will measure in the first instance include, but not be restricted to:

(a) Level of separation of functions between AWB (International) Ltd and AWB Limited and its subsidiaries.

(b) Independence and transparency of AWB (International) Ltd’s relationship and workings with AWB Limited.

(c) Appropriateness, efficiency and competitiveness of the services provided to AWB (International) Ltd by AWB Limited (of other AWB Group companies).

(d) AWB (International) Ltd’s operating environment and its performance.

(e) AWB (International) Ltd’s communication strategy with growers.

(f) AWB (International) Ltd’s distributions to growers.

(g) Growers’ perception of AWB (International) Ltd’s performance.

(h) Growers’ level of satisfaction with AWB (International) Ltd.

Business Efficiency (Consultancy Services)

1. To assist in analysing, assessing and reporting on AWB (International) Ltd’s performance area of ‘Business Efficiency’ the consultant will include but not be restricted to considering the outcomes of ‘Export Markets’, Logistics Efficiency’ and ‘Business Structure and Environment’ performance areas and the interaction of these performance areas on each other.

2. In providing the WEA with reports on the performance of AWB (International) Ltd the consultant will be required to:

(a) Develop a framework including tools and methods for analysis.

(b) Identify, collect and analyse data.

(c) Interpret the analysis and provide periodic reports to the WEA in relation to AWB (International) Ltd’s performance.

(d) Identify issues relating to AWB (International) Ltd’s performance which may need to be considered in future reports.

3. The consultant will work closely with the WEA to ensure that monitoring approaches remain consistent with WEA objectives and to enhance the capacity of the WEA to evaluate AWB (International) Ltd.  The consultant will endeavour to enhance the knowledge of the WEA of tools and methods for measuring industry performance and of the industry dynamics that impact on performance.

4. The consultancy service shall provide an overall assessment of the direct revenue benefits as well as indirect benefits and costs, that are derived from or attributable to the export of wheat and the pooling of returns by AWB (International) Ltd and its operation of the pool.

