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Public Hearing—Inquiry into the Milk Pricing (Fair Milk Mark) Bill 2013

WEDNESDAY, 11 SEPTEMBER 2013

Committee met at 9.59 am

Campbell, Mr Noel, President, Australian Dairy Farmers Ltd

CHAIR: Welcome, ladies and gentlemen. | declare the meeting of the Agriculture, Resources
and Environment Committee open. | would like to acknowledge the traditional owners of the land on
which this meeting is taking place.

| am lan Rickuss, member for Lockyer and chairman of the com
the committee are: Jackie Trad, member for South Brisbane and
member for Whitsunday, Shane Knuth, member for Dalrymple, Anne
an apology because she is not very well; and Michael Trout, the me
course we have got Jackie’s backup, Leo, in the back here.

. The other members of
y chair; Jason Costigan,
ho unfortunately is

Please note that these proceedings are being broadcast live on sland Parliament
website. The purpose of this meeting is to assist the committee in our ex ion of the Milk

this year.

We will begin today with a public hearing to hear fro
or otherwise of the bill. We will also then invite Mr Shane the questions and
concerns raised about the bill. This will be followed at arou iefing by officers of
the Department of Agriculture, Fisheries and Forestry and ry. | will be inviting

the merits

Before we start can we ensure all p
We will hear from the Australian Dairy Far

CHAIR: Good morning, Noel. You
quite a few people from the QD
information.

ed on to ‘silent’, please.
bell, by teleconference.

of the members here. We have got
at here as well, Noel, just for your

Welcome, Noel. Woul
submission, pleg

rundown of the main points of your

Farmers is representative of the dairy industry nationally.
really two distinct variable types of industries within
e other is an export market industry.

, ralia and northern New South Wales especially the
e white milk situation, is very critical. They have very little ability in those

milk, so the y conscious of pricing that is set basically in the supermarket area. We all are
aware of what V a couple of years ago with respect to the pricing of milk in supermarkets for
generic branded P ts, which we believe severely undervalues milk generally and puts dairy
farming businesses 8 in the longer term.

We have looked at’a fair milk pricing type mark before previously ourselves. We believe it is
the way forward to ensure that consumers can actually look at a product on the supermarket
shelves and understand so that there is the ability for consumers to make a decision as to what is in
the best interests of not only themselves long term, but for the dairy farming industry in general.
Clearly we have pursued over time a mandatory code of conduct for supermarkets. We have not
had, from either the previous government or what is the current government now, a tick for that.
They are more towards the voluntary code.

The new government has indicated that they will look at the ACCC to give them a view of
where to go from here with respect to competition in that sector with respect to the supermarkets.
We do not hold out any great hope for that. We know that supermarkets tend to pursue the view
that if a mandatory code were to come in, there would therefore be a situation where prices may go
up. That is an easy thing for them to say. We do not believe that is the case; however, we believe it
will be difficult for us to move on it on that basis.
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We would like to point out if that is not the case the states could move themselves with
respect to something to that effect, and that should be looked at if we were unsuccessful with the
federal government. Generally speaking, we understand the pressures that are on farms at the
moment. We do not really see a way forward under the current scenario to be able to give farmers
an effective price for their product. To be perfectly honest, a milk price of a dollar a litre in the
generic sense is an insult to farmers for the capital and the labour that is required to produce that
milk; therefore, we believe that a fair mark pricing structure would be advantageous to the industry
generally.

CHAIR: What sort of price are the manufactured milk suppliers down in Victoria, New South
Wales and Tasmania and that sort of thing getting?

Mr Campbell: Last year within the vicinity of probably on average around about 36 or 37
cents. This year it has risen significantly, mainly because of the Australian dollar movement. What
we have normally seen is that in times when the prices fluctuate with exparts, that also the prices in
the market milk states have moved as well. We have seen signific reases in price for the
export milk sectors in probably the last three or four months. We h ot seen a similar move in
those other areas, which includes Queensland as well, which was w e Id normally expect.
Currently the price in Victoria would probably have been moving towar ing like 45 cents.

CHAIR: | did see the export prices up to nearly $5,000, | think it i

Mr Campbell: Certainly the commodity prices have strengthened”an
they are, but certainly moving from above $1.05 back to about 92 cents h
difference.

CHAIR: This is one of the problems | am struggling wij
has a different cost of production. Even in Queensland, whether i i h, or down the south
or in the Wide Bay region, there could be quite different ca at sort of makes it a
bit difficult to me to put that fair milk price on. What would from putting a fair
milk mark on now?

Mr Campbell: | guess as individual prog
more regional brands would be likely to pi
the two major processors picked up on it g
would suggest.

What you said before is tru
just the areas, it is also the syst

solidified where
de a massive

possibly think that the
>"helpful to them. Whether
it was percelved by the consumers, |

2nt costs of production, and it is not
ey are using a grass based system

those things changegee ess of those particular systems.

in the drought farmers were virtually having to buy all their
ey would not have had to buy much, but then they have

ere might have been a little bit of confusion in some areas in regards to this
ally it is a noncompulsory market mechanism that is put in place to bring about
in regards to allowing the consumers to have a choice. What was not
and which we will be moving an amendment to this, is that QDAS is a
structure that is put place by the department of agriculture and they have basically a
determination of prices, the cost of production and price setting right across all the different regions.
So in North Queensland—and | am probably not the best person to explain this—the cost of
production to the farming area is worked out and likewise down in the south-east corner it is the
same, we would be using this structure from QDAS to determine the cost of production and farm
gate price for all those different areas. It is not going to be difficult to have a set price in those
different areas, because it is virtually the same at this present moment. But the great aspect of it is
that we have the department of agriculture who will be working with the dairy farmers to set that
price throughout those different regions.

Mr Campbell: Some of the difficulty with that is that is probably okay for the regional
processors or the boutique processors, but for the two main bigger processors that are working right
across the state it probably makes it a little bit more difficult. But | guess there needs to be a
significant amount of robustness with respect to the benchmarking that will need to be done on the
different farms and different farming systems.
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Mr KNUTH: You mentioned before about the mandatory code of conduct and that you would
hope to see this put in place in regards to the predatory nature of the major supermarkets. Why is
this so difficult and why has this not been put in place? Given the fact that we are seeing a whole
dairy industry almost completely wiped out, why is this so difficult and why has it not been put in
place years ago?

Mr Campbell: | guess from our perspective there are only 6,500 dairy farmers in the whole of
Australia who only cover a limited number of electorates and have not got much voting power;
therefore, if the perception by the supermarket chains is that milk prices—and food prices
generally—will increase because of a mandatory code, it would be seen that, from their perspective,
consumers might lose. | guess from a voting perspective, consumers cover every electorate and
dairy farmers do not.

Mr COX: From what you have mentioned and from what | have read, there is obviously a
limited capacity and infrastructure for processing. Can that be addressed, or is that something that
needs to be looked at? That may be from a private point of view. You ned the two big players
in Queensland have indicated that there has been a drop in the pri affecting their bottom line
which flows back to producers. For example, if they lifted their price sers, the big guys,
where else would they go to get it? If the Queensland processors lifte es tomorrow, which
would flow back to upping the prices back at the farm, what would h o0 the market? Why
aren’t they able to lift those prices up? Where else would the milk come

occurred and after
ew South Wales,
ere has been some

As far as the infrastructure is concerned, realistical
that time a lot of the manufacturing capability in Quee
et cetera, moved south because of the cost of production o

looking at other options for milk in areas would need, obviously,
investment. | think there is some significant that, and | probably would not have

s from both sideS’of politics during the election campaign with respect to
ing like a mandatory code. Some people were quite positive towards it;
others sa > no way they would do that. It is just a matter of us continuing to work
government to try and pursue this and show what it could do to the dairy
ners in the long term. We believe that these low prices and the selection that
the shelves will be limited in the long term because of this, and therefore it
will not only be in da ers’ worst interests but also consumers’ in the long term as well.

CHAIR: As you kmow, we cannot stop interstate trade, but there is a fairly heavy cost to
transport milk north, of course.

industry and c@
consumers can

Mr Campbell: Yes.

CHAIR: | do not know what their back load would be. | cannot imagine them taking petrol
back or something.

Mr Campbell: No, not really.

CHAIR: So it is a double transport. Have you actually looked at that sort of margin per litre or
per megalitre, or whatever it is, to—

Mr Campbell: It is highly variable depending on the time of the season and the pricing in
particular regions. In the likes of the southern states, there are higher prices paid in the winter, for
milk provided to the manufacturers in winter. The margin then closes up significantly between the
Victorian price and the Queensland price. It has to be looked at across the whole season. When we
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get paid in Victoria, the less price is in the spring time obviously when there is a flush of milk. The
Queensland or New South Wales price is flat across the whole year pretty well, so the margins vary
between different times of the year. There have been some numbers muted, but again | think QDO
would be able to give you those.

CHAIR: Yes, | will ask for them.

Mr COX: | have a quick question on the back of that. With the milk coming up from there—
and please excuse my ignorance—are we comparing apples to apples? Is it the same milk coming
up as far as freshness goes or does it have to be processed before it comes up because of the time
frames?

Mr Campbell: | think it would come up in bulk form. | think that is the way it would go up. As
far as freshness, obviously there is a time to take it up there. As far as the quality is concerned, |
think it would be very similar.

Mr COX: Thank you.

Mr KNUTH: Noel, one of the main reasons why | introduced t|
that the demand here was going down, down, down. | could se
supermarkets. One of the reasons why | introduced this bill was tha
coming in from New South Wales and probably Victoria, and the dairy,
down there. They are trying to survive, themselves. Obviously, we wo
into this state. One thing that | really wanted to ensure was that the Queensla

ill is because | could see
tory nature of the
d see that milk was
s are doing it tough
ost factor coming

know that you represent all dairy farmers, which is very impotia ensland and
Victoria. One thing that | wanted to ensure, and this is the 7 ill was put
through, is that we wanted to identify the difference betwee price and
milk that is paid at a fair price, so that when a consumer in D his local store and
sees the fair milk mark on it, he knows that that milk has be to the dairy farmer

| wanted to see if you were aware of that, because the d @ said to me there are
some confusing parts. Basically, the whole thing istha

consumer will really identify that this is freg i ilk that is paid at a fair price to the
dairy farmers.

Mr Campbell: | think a v
consumer base, there are som
something in front of them to
lot of people will
southern state

you look at it across the whole
e always. If we can continually put
inable for everyone in the long haul, a
ythat with where the milk price has got to in the
e shortage of milk for processing into export product at this
ion now where they have the requirement for more milk

ble in the long term and that will give them a future.
you very much, Noel. That is what it is about: getting that supply chain to work

CHAIR: Thank yowvery much for your time this morning. We have a fairly busy morning, so
we will have to go on to the QDO hearing now.

Mr Campbell: Thanks for that. Thank you, everyone.
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PEAKE, Mr Adrian, Chief Executive Officer, Queensland Dairyfarmers Organisation
Ltd

TESSMANN, Mr Brian, President, Queensland Dairyfarmers Organisation Ltd

CHAIR: Brian and Adrian, welcome and thank you for presenting again. Would you like to
make a brief opening statement?

Mr Tessmann: Thank you, Chairman. | will say a couple of words and then Adrian will also
make some opening statements. Thanks, Chairman, for the opportunity to address this inquiry into
milk pricing and the fair milk mark bill. The issue for the dairy farmers in Queensland, and really the
whole dairy industry in Queensland, is that we feel the industry is in decline. It is in very clear
decline with really no market justification. Back in 1999, the Queensland industry had the biggest
year it has ever had. It was an industry that manufactured product and even exported. Since then,
there has been a rapid change, particularly over the last two and a half gears, where we have lost
over 85 farmers and also lost that milk, a corresponding amount of hat milk has not been
replaced in the market. The world market at the moment is buoyant dollar even has reduced
recently. Costs to dairy farmers at the moment have gone up quite i in feed yet, as we
have seen over recent years, there has been no response in the marke gate for that milk.

This bill, we believe, is about a matter of choice, giving choice t umer: whether the
consumer wishes to support the dairy farmers and the future of local su Queensland or
whether they do not and, obviously, they would still have the optien milk. This is
about really some transparency and choice in the market and ave some

security in their buying decisions.

t that whether the
osts of getting milk
2 Or a processor in
from the south is

Earlier there was a comment about milk from the s
processors come from the south or from Queensland, the
from the south. It does not matter whether it is a large
Queensland the fact of the matter as Adrian

Mr Peake: Thanks, Brian, and tha , as Brian said, thank you for the
opportunity to appear today. As s S iSSi e committee, | would highlight some
points. The Queensland industr i ough a critical time at the moment, is
still a critical rural mdustry in pduction is over $200 million, there are
about 2,500 peg -of-chain value is about $700 million in
product. As dustry is reaIIy in a critical situation at the moment. The two

major natu ars have cost our industry in lost production and damage
over $1 2| damage through the rest of the supply chain, as well.
It act i i the needs of the Queensland market in 2011.

you know, Coles led the milk price war that is ongoing on 26 January
2011. | also for you: on our submission at page 5 | omitted the year 2011 at that

last paragra ould say ‘on 26 January 2011'. Following that, the milk price war forced a

i g the retail price of milk right across the country. The other major retailers
well. At the time, Woolworths stated publicly that they thought that pricing
milk at $1 per litre s unsustainable and would eventually impact farmers. QDO and ADF
presented evidence t0 enate inquiry back in 2011 and we actually set out in our submissions
at that time what the implications would be, particularly for our industry. That has absolutely come
true. If | could say, we were probably conservative at that point in time.

We estimate that the lost value to farmers in reduced farm gate price has probably cost our
farmers a combined $50 million to $60 million in the last two and a half years and lost opportunity
milk sales of probably about $70 million as milk has been brought across the border to fill that gap.
The milk price war has continued, as you know. Both of the major processors have publicly stated
the impact on their profitability. That has not changed. The processors have been forced into a
situation of discounting their own branded product and advertising more, which all comes off their
bottom line, to try to regain some market share. They have regained some market share and you
may be aware that the processors also launched into a non-permeate type of milk. That actually got
them some market share back as well, but then, as soon as the retailers put the pressure on the
processors to supply them with non-permeate milk for their own supermarket brand, they lost
market share again. That fight is still unfolding in the marketplace.
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The critical issue is that, because of the structure of the pricing at that retail level, which is set
by the major retailers, it is causing market failure in our region. At a time when we were short of milk
and the price should have been going up to stimulate supply, as was the case in, say, for example,
the fruit and vegetable industry, we saw our prices go down and prices for farmers go down. That
has continued to be the case. The processors have been trying to look at ways of getting higher
returns back to farm gate, but they really are jammed at the marketplace because, as soon as they
try to increase the price of their branded product, they will lose further market share to the
discounted supermarket brands.

If we can look at what has happened in the UK, as | pointed out in our submission, in the
United Kingdom the tactics by the supermarkets have been brought here to Australia in the past two
and a half years and have been playing out in the UK probably over the last 10 years. We have
seen there that the impact has actually been a situation where the supermarket store brands have
taken the majority share of the market. At the same time, the actual margin to farmers and
processors has not changed much at all, but the margin to the retaj has increased by over
600 per cent. At the same time period, the price to consumers has up by about 50 per cent
and the consumers have less choice than the marketplace.

ave actually been
king changes to the
was taken out of

So there actually is a long-term detriment to consumers, wl
highlighting to the federal government. It is one of the reasons why we
Competltlon and Consumer Act partlcularly to bring back the effects

and Consumer Act, particularly to stop predatory and unco
mandatory code of conduct to cover the whole supply
checkout, as well as looking at ways that we can possibl

t through to retail
bargaining powers

because it is a voluntary process. As an ind : ) ommercially over the last
proached the other major processor.
ason for that. We fear that it may be
eir major clients about that sort of

They have not taken it up. They have not
concerned about retaliation from su
approach from them. But we cert
particularly for the regional ope

le return to farmers?’ This fair milk mark bill actually
articularly from that point of view that we support the

up to meet their markets. To me, it is the processors who have a little bit to
ey have made an agreement with these supermarkets to supply at this price,
e bit to answer for as well. Now, that they are having to transport milk up, it is
cutting more |nto gottom line. They have to manage some of these issues themselves as well,

do they not?

Mr Tessmann: | think so, but | think the processors have their own pressures on them. They
have people who they have to show a profit to as well. | think they are working on the basis of what
gives them, for the year overall for the milk, the best outcome. Obviously, rather than pay more to
Queensland farmers for all the milk, it is still cheaper at this stage to bring up a certain amount of
the milk at a higher price from southern states. Where that sum works out they know and we do not,
basically.

| think a really interesting question is why they do not really take the issue up further. Some of
the supermarket contracts have rise and fall clauses in them, which at this stage as far as we know
have not been triggered. Obviously, one of the reasons they have not been triggered is that they
have not put up the price to the farmers. So that really is a question that would be interesting to be
answered by the processors. At this stage | think it is really a total sum—it is better to bring up a bit
of dearer milk from the south than pay a bit more here on all the milk.
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Mr Peake: If | can expand on that. It is a key question. Our view is that it is a complex issue,
but part of the issue about market failure in our region is the way the contract system works through
the supply chain. When | spoke to the committee previously | spoke about the history back in 2006
and 2007 when we had the end of the severe drought in Queensland and we were right on the
supply and demand situation then. The processors at that point could go to the marketplace and
increase their price at retail or in terms of their wholesale price and get an extra return back. So
they could increase the price to farmers and offer them longer-term contracts.

What has happened with the milk price war, the pressure back on the processors and the
way the supermarket contracts work it is that it has resulted in the processors shortening their
contract offers to farmers. So they cannot offset that risk in the marketplace. They have shortened
up the contracts to farmers and they have pushed the price down. That is the breaking point. If the
processors could get a commitment from the retail sector to provide longer-term contracts and a
sustainable price, then the processors could then mirror that back to the farm sector, but that is not
playing out at the moment.

at the moment, of course.
along the line the
supply.” Admittedly,
s a day. But it is up
hain, it would be

CHAIR: The consumers are benefiting a bit from the supply ¢
But you cannot keep selling stuff if you are not making any profit. So
processors or the farmers have to draw the belt in and say, ‘We’re not
it is harder for the farmers, because they have 400 head of cattle milki
to the processors a little bit. Let’s face it: if you put 15¢ or 20c¢ back into
a $1.20 a litre of milk. That is still cheap milk, is it not?

Mr Peake: That is right. We have been calling on th g i rly Coles,
because they led the $1 a litre, to stop that $1 a litre, incre that back
through the supply chain. QDO back in 2011 and again i pproached the two
major retailers to stop the discount campaign and restore particularly for our
region, which has suffered the impacts of the natural disas very. They refused
to respond to that. | will need to note, though, that W00 contribute $1 million
to our flood recovery fund. But they said a uch as they could do,
because if they changed their price and Col et share of their brand.

Mr Peake: It varies around I: oly contract, so | could not give you
an exact answer.

CHAIR: But I am sayi dercutting themselves again, are they
not?

The difficulty, | should add, is that, for the processors, the
two big r in for seeking a change to the act in Canberra—is that

ing up towards 60. So it is growing. The difficulty for the processors is that the
s provide the biggest avenue for the sale of their own branded products to
We still need to deal with them, but because they have so much market
ion for the processors.

Australian consu
power it creates thal

Ms TRAD: Mr Teéssmann, | am interested in knowing how the industry has bounced back
from the natural disasters to start with. As you said in your submission and in your verbal
statements today, it has been a double whammy. How is the recovery going?

Mr Tessmann: It is, | think, a resilient industry, but it certainly has been hit hard. The two
floods in 2010-11 and also earlier this year came on top of the worst drought in history. So the
industry has been dealt some really severe blows from all of those. There are certainly farmers out
there at the moment who, because of no response from the market to the lower volumes of milk
coming out, have not really been able to get the farms back into full operation. Certainly, | think
there are farmers, if it had not been for organisations such as BlazeAid would not even have all of
their fences back up yet at the moment. So there are certainly lingering issues from the flood. | think
there the virtually lingering issues from the drought as well, because the industry has not been
given the chance to recover from any market response from the lower volumes coming out off the
farms.
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Ms TRAD: | am interested, Mr Peake, in your views in relation to a voluntary fair milk coding
on milk products in the supermarket. In your submission to the committee previously you elaborated
on how this was a key strategy for the big retailers in terms of securing customers—ybringing them in
on cheap milk prices so that they would buy other products. Do you think, essentially, this is enough
or is it the first step in a much broader strategy? | would assume that the supermarkets would look
at either not putting fair milk mark coded milk on the shelves if they directly complete with their
cheap products or they would do something else as in stock smaller amounts of it. Given that this is
predatory behaviour, it is based on a long-term strategy of securing customers long term, then
surely they are going to find ways of not having the product on the shelf.

Mr Peake: That is a really interesting question. My initial view is that, as | said in the previous
presentation, | think, with the smaller microprocessors, it would give them an advantage at the
regional level. They would take it up. In terms of the major supermarkets, there has been a change
of tactic just recently from one major supermarket to promote itself as stocking more Australian
products and supporting Australian farmers. Coles announced a 10-y upply arrangement with
Murray Goulburn for milk which starts next year. So | think there is th ntial that they may pick it
up, but they would only pick it up if they saw an advantage for them a es as a business.

nsumers—who are
essure this product,

My view is that there is a section of our community out ther
wanting to make that conscious purchase, are wanting to know that, if
because it has this mark on it, it is doing the right thing by the dairy farmer.
this scheme and promote it with the consumers, | would hope that that secti
would drive it. That would put the pressure on the supermarke it on th
that if we could get consumer support behind it, that would be

the community
es. So | see

CHAIR: Just before we move on, you requested this
Mr Tessmann: Yes.
CHAIR: Is the committee happy with that? Yes.

Mr TROUT: Have you learned anything this bill in line with

mark in Queensland, is

Mr Tessmann: What we have lear
that those processor brand—the b
difficult to find in Britain. Britain h
have certainly lost a lot of their

of what has happened in Britain is
totally disappeared. They are very
is importing milk from Europe. They
ly been a negative as well. As Adrian
hardly moved and the processors’ has
moved not tha] for the retailer has gone up to about 600 per cent. So that is
nd. What we have also seen is that introduced a voluntary

in that regard messing and with things that do not work, such as voluntary
only a token issue. So there is certainly a lot to be learned in Britain. Sorry,
art to the question.

codes. They
there was ano

the milk mark.

Mr Tessmann: ilk mark is certainly not a panacea in itself. | think it is just one part of a
package of things that may have an impact on this issue of making a fairer market for domestic milk
in Australia. It is just one part. It is the part that gives the consumers who want it—if that is
something that they want enough—they can be sure that that milk is milk that is going to help
sustain a local industry. They will pay more for it—like quality or whatever else they might like in a
product—that is a benefit to them. | am asked regularly by a lot of people, ‘What is the right milk?
What is the milk that will return a fair price to the farmers?’ There was a television show earlier this
year that seemed to confuse the issue. | know people who got so confused from that that they
thought that the supermarket milk might have been the right milk to buy. So we really need to clarify
that. I think a milk mark, where they have some security—'This milk, | can see that. Maybe there are
some other milks that do it too, or maybe there is not, but there is a mark on that milk bottle. | know
that that has been returning a sustainable price to the farmer'—our experience is that is what the
consumer is looking for.
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Mr Peake: Just to expand on that milk mark issue in the UK, the UK has a different concept.
They have a red tractor mark, which is a similar concept. There is community support for that,
definitely, around the same sort of issues about sustainability. Yes.

Mr KNUTH: In relation to the permeate milk. Obviously, one put it in place and then it was
like a domino and it was unstoppable. Whatever processor takes this on and markets the fair milk
mark, obviously, it is going to be to their advantage, because they are the processors who initiated
this from the beginning. You might have to explain a little bit more in regard to the permeate milk,
because | do not have a great understanding, but can you see this to be opportunity for this to be a
domino factor like it happened with the permeate milk? Likewise—and | believe this matter was
brought up in the previous committee meeting—why not just put a fair milk mark on it? There are
the big Woolworths and Coles that use mimicking. As a result of that predatory nature we cannot
rely on that.

Mr Peake: Shane, | want to make a couple of points, and again | s
response to Jackie. | see that there is a section of our community th
They are wanting to make a conscious purchase to support farmers
They are aware that dollar milk is damaging the industry and th
purchase to support farmers. So we know that exists in the marketpla
that transparency, and | think that is the key thing. It will provide trans
big supermarkets talk in Canberra about transparency and the need f
sort of milk mark would do that right through to the consumer, and that is a g ing. | think from
that and if we can get some consumer support behind it, | think th Going back
to the point, | think it is an opportunity for the smaller milk prg i eensland
to take it up before the others.

pose | come back to my
w asking the question.
y are aware of the issue.
make a conscious
mark would provide
to consumers. The

CHAIR: Just on that in terms of a comparison with t
about, do you have a comparison there?

ome of their range, which
ourse within a couple of months the
their own supermarket store brand
egory throughout the market.

they did. The other major processor then
two supermarkets were demanding of the
with nonpermeate as well. So in effeetiit di¢

have that mark on ategory of their milk and still sell another range of their milk at a discount
level so they have a ra of choice for consumers who come to their store. It would still mean that
for that category of milk'with the mark on it there was a guaranteed sustainable return back to those

farmers, so | think that is important.
CHAIR: This will be the last question.

Mr COSTIGAN: Thank you, gentlemen, for your presentation today and your submission. |
note the decline and supply in Queensland now, at last report, was 95 million litres.

Mr Peake: Yes, and growing.

Mr COSTIGAN: Do you believe that the introduction of a fair milk mark will guarantee that we
can turn that around?

Mr Peake: No, there are no guarantees in that. | think having the fair milk label on a
percentage of our milk sales would help stabilise that component of milk that is getting that return
and | think it would put some transparency pressure on the rest of the sales in the domestic market,
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but it is not a silver bullet by any means. We still need to get those changes to the competition and
consumer act. We still need that mandatory code of conduct. There is no doubt about that, but this
would be one tactic that would help.

CHAIR: Thank you very much. We have let you go way over time simply for the fact that it
was a very interesting discussion and your submission is very comprehensive as well. Thank you
very much.
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MCcINNES, Mr Ross, Private capacity

TRACE, Mr Matthew, Private capacity

CHAIR: Matthew, would you like to start given you are on the phone, just in case it drops
out?

Mr Trace: Yes. | will just give you a quick background. | am dairying near Kenilworth half an
hour south from Gympie. | am 32 years old and married with four kids. | have been doing this since |
left school and am a third generation dairy farmer. We really enjoy dairy farming and we are fairly
proud that we supply food to Australians, but we just cannot make a decent living out of it. There
are always ups and downs in all agriculture. | accept that and understand that there are a whole
heap of factors that affect that, but since we have had the $1 a litre milk we have not seen that we
have anything near to a functioning market. There are lots of terms used—free trade, fair trade. This
does not fit into any of them. To my knowledge right now Victorian farmegs are being paid an export
price for milk dictated by the world market and the Australian exc rate. They are getting
approximately 50c a litre for this coming season. There is a freight f; r of 14c to 18c to get it to
Queensland. Logic would say that we should be getting somewhe ose two numbers
added together which would be well over 60c a litre, but we are getting
add up to me and we cannot make it unless we get 60c a litre.

CHAIR: Just for the committee’s information, how many dal re you milking,
Matthew?

Mr Trace: We are milking about 270, so we are slightly

CHAIR: And you get a fairly good yield out of the co

Mr Trace: Yes. Where we are farming is very dairy
going to go to beef cattle. Last year we turned over $800,0
these same farms go to beef cattle, they are gomg to turno

is not dairying, it is
profit. If you have
) and $100,000. The
is such an intensive

e moment, aren’t you?
he end of the tunnel, which is what

of the tunnel a broken market.
d in the processors though? They have a little bit of blame

a dairy farmer your product must be sold every day. In terms of this notion
and risking it to see if you can find somewhere else to sell your milk, there
gle dairy farmer in the state who could miss one month’s milk cheque. There
e one. There is no way. | could not do that, and there are people in a lot worse
blame of the processors is whether they have the guts to take on Coles and
Woolworths. They d and we all know why: because the ones that have been slaughtered by
them. This is pretty da obvious. My figures could be slightly out here—I have not prepared with
writing down numbers—but the Parmalat factory in Brisbane puts through over 200 million litres of
milk a year that they process and sell as liquid milk in Queensland and over 100 million of that goes
through Woolworths stores as either Woolworths milk or Parmalat milk. So you cannot take them
on. If they lose those contracts, they are cactus. You cannot halve the throughput of a business and
pay your overheads. | cannot.

CHAIR: No, that is right.

Mr Trace: | think all businesses are the same. You can cut by five per cent and 10 per cent to
trim the fat; you cannot halve because you cannot keep up with your infrastructure and your debt
costs. So that is why they will not take them on. There is no doubt about it. The market is stuffed
because there is too much power. | understand that that is not the Queensland government’s area
of responsibility. | understand that that is the federal government, but this buck-passing has to stop.
| think if you are genuine about supporting a Queensland industry, you have to do something and |
think this fair milk mark bill might well be something you can do.
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CHAIR: I am a bit concerned though, as | said before—and you probably heard me say it—
that Aldi is selling milk at $2.89 for three litres. The processors must be supplying that as well,
mustn’t they?

Mr Trace: They are, but here is the argument as to why we should have a fair mark bill: a lot
of people | talk to are very sympathetic. As farmers we worked our butts off to get the public on
side, and they are on side, but they do not know what to do. They have not got a clue and this
would make it very easy for them. | heard some of the discussion before. | do not know if it was you,
lan, or someone else ask Adrian if he could guarantee that this would turn things around. Of course
no-one could guarantee it, but | would say it could turn things around, because outside of putting
something else in place we as farmers have been urging Woolworths and Coles to take this on
themselves. If they decided to pay properly for the milk tomorrow and come out and promote it
tomorrow, we would back them all the way and | think they would be successful. This is just giving
them a more obvious avenue to do that, isn't it? It is really just laying it out in front of them. If one of
them decided to have a crack, it would be very hard for the other on to come on board in a
domino effect.

Mr COX: Matthew, we are talking about the processors and |
production is. We have not heard that; we are talking about the
Obviously we do not know what margins they are making, but are yo
no—ijust paid a straight price or are there rebates of some kind when y

what their cost of

at the farm gate.

very quickly, yes or
2

Mr COX: Yes. So there is a rebate scheme in yours?
Mr Trace: It is not called rebates, but there is a basé [ bst people and then

ocessor’'s point of view
and they seem to be able to
is that we do not know what rebate
ig Woolies and Coles. There is a lot
on the processors because, as the

lower this price to $2.98, as the chairman
the processors themselves are getting whe
of room in there for them. Again, |

chairman said, they have had a f ?

. They are confldennal contracts, but

Parmalat NET: ome reasonable profits. Lion Nathan and a company that was bought for
$3.8 billion ¥ e nothing. They have made nothing. They made zero in five years. They are a
company that just been destroyed by this. | do not even supply them so that is not as
concerning for me or an industry it is clear that the processors are not making a killing out of
this while the farme screwed. That is not what is happening at all. | totally reject that the
processors are more responsible than anyone else. | would lay 80 per cent of the blame with the
supermarkets and 20 per cent with the processors. This cannot be solved if government does not
intervene.

Mr COX: Thank you. Again, | am not saying the processors are completely to blame, but |
appreciate it. Thank you.

Mr KNUTH: Basically you are saying that this is an opportunity. Like you said before, no-one
knows the dire state of the milk industry and what was personified at the Brisbane Ekka in terms of
the desperation of the state of the farmers. Do you feel that as a committee we must strongly look at
this as an option? There is nothing really out there, but we have heard talk about trying to do
something with regard to the predatory nature of Woolworths and Coles. Likewise, the federal
governments are not seen to be stepping in. We would be mad if we did not embrace this and give
it a go, believing that this is the best thing that we have available to us.
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Mr Trace: That is sort of how | see it. | think it is something that cannot hurt Queensland
farmers. | cannot imagine it being a very expensive government scheme. | cannot imagine it
annoying consumers because it is an opt-in scheme. | just think it is one of these things that has
very little risk for the government and for farmers and there is a large potential upside. It may not
solve things but it could. As you were talking about when the permeate issue got a roll on, this is
what we would like to see happen. | just do not know why the government would not pursue this.

CHAIR: Thank you very much, Matthew. | might leave you on the line but we will go to Ross
Mclnnes now, and | am sure his views will be similar to yours. We will leave you on the line to listen,
if you like. Is that okay?

Mr Trace: Yes, fine.
CHAIR: Ross.

Mr Mclnnes: | am the Vice President of the Queensland Dairyfarmers Organisation and part
of a family dairy business at Harrisville in the Fassifern Valley. We milk t 450 to 500 cows there
and we produce enough milk for 40,000 people, and we have be it for 99 years. We will
probably make 100; | do not know. Chairman, if | could just pick e things that have
already been said today, Brian spoke about choice and transparency, k that is one of the
biggest things for the consumer. | see linkages to what is being aske posed here with the
labelling laws, because there is a high expectation from consumer product made in

Australia? What is its place of origin? So | see a certain linkage "ther one who buys
Woolworths milk will note that they have ‘Queensland produced _mi so they see
providence of that as being important for their product.

Noel spoke about two dairy industries—domestic a X . : ear round

systems and you have seasonal systems. A year roun
proposing to someone, ‘How much money and when do ya
is either Thursday afternoon at three o’clock or Sunday

pensive. It is like
elling them, ‘Well, it

product every day of the year at a regular level, it_is;g0 . It jsfthe same as keeping a
business open 24 hours a day.

CHAIR: Who supplies the fresh mark ictoria’ have a few farmers that go through,
do they?

Mr Mclnnes: They do, but Vi t of Australia’s milk. So only about
eight per cent of their milk goes i C milk sales are slightly higher than

Australia. June production throughout Australia is
about 20 per cent higher. So that is the trough to the
dle say to us that we need to be more efficient, especially like New Zealand.
W Zealand’s peak to trough is obscene, because their October production last
than what their June production was. In June and July they produce one per
production. So they are up for a big export market and they do it off spring

year was 22.
cent of their a

Mr Mclnnes: Coles talk about the national averaging. | suppose if you actually spoke to
people in the processing sector up here it would be highly debatable how much milk is actually put
on a shelf in Queensland and sold for a dollar that has not cost more than a dollar. That may be the
case in Brisbane, but once you got out of the South-East Queensland | would question whether any
milk is put on the shelf that has cost less than a dollar. But the fact is that the supermarket use
national averaging and that is how they get around that. So you can buy milk at Shepparton or at
Mount Isa for the same price—a dollar a litre. For people in North Queensland it would be like
saying, ‘If you walked into a fruit shop in Cairns and bought bananas and then you walked into a
shop in Bernie, Tasmania, and bought bananas, you might expect to pay a bit more in Bernie, and
that is just a fact of life. But the price of milk no matter where it is sold is a dollar a litre.

Brian and Noel spoke about the milk shortages. The troughs line up. By and large, you have
a spring peak and an autumn trough. There is about a six-week variation between where the bottom
of the trough is, but it is very similar. So when we are short, Victoria is short. Noel spoke about the
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fact that they cannot get enough on the export market for their export orders, so that is a worry
going forward. lan, you and Sam both asked about why processors don't just put the price up. If you
walk in and ask a retailer to talk about milk, they will probably put a cheese contract in front of you
and a yoghurt contract in front of you and say, ‘Well, we better talk about all of them.’ | think there is
a will from some retailers to pad out one area as long as they can keep their legal margin to still sell
milk at a dollar.

Jackie, you asked about how we are recovering from the floods. | will tell you about our farm.
As | said, there are three brothers on the farm. If you went on our tax this year, you might say we
had an average income this year. If you go into inventory and take out what we have actually mined
out of the business this year, we would be running lineball. If you look back at what damages are
still left from the flood, | think we still have somewhere between $100,000 to $150,000 in damages
that have not been fixed up and probably will not get fixed up for another 12 months. So that is the
reality.

The fact is that, when the price went down in 2011, to keep the i
should have gone up. When the flood happened in January 2011,
columns that some price rise should occur to cover this because it
dairy farmer in Queensland suffered damages worth 30 per cent of t
are only talking about a small business—Iess than a million litres; half a
and the average damage was $150,000. Now if you apply those figur
30 per cent hit on annual turnover is dramatic. We were not personally hit tha
copped an absolute flogging this year. There were fewer peopl : ore dramatic
this year.

y sustainable it actually
ere starting to urge in the
atic. The average
al turnover. So you
dollars of turnover—
ort of business, a

When a dollar a litre for milk came in, there was al
retailers, especially Coles. They stated categorically that i
into. Personally it did not have an effect on our milk price
then we went down 3.5c. Every liquid milk processor in
profits. We are talking about a drop in profits_in
processor across Australia.

at they were cutting
ntract finished, and
A significant drop in
ent range for every

CHAIR: So when did you get a new 7 e this year or 12 months ago?
Mr Mclnnes: We have just gone int

Mr Mclnnes: No. That
about $130,000. We have jus
i risbane. We have gone up half a cent. There are suppliers in
our group t v at the same time because of logistics charges being put in

The fact is tf this squeeze goes on, | think the first thing that will happen is that, in the far-
of Queensland, | do not know whether fresh milk will able to be delivered. It will
gas; it will never start in the supermarkets. But | have a brother outside
Melbourne and he ha all business. It costs him $3.50 to buy a two-litre container of milk and
he is competing with $2%down the road. The cost of delivering milk to those far-flung areas will just
make it untenable, | think, and we will have Queenslanders who will not have fresh milk if this does
not get sorted out shortly.

start in the regio

It is a very difficult thing going forward. People say, ‘How quickly can an industry respond?’
and there was a question earlier, ‘Do you have a guarantee that this will work?’ | do not think it will. |
think this will have a stabilising effect on the industry. But one thing that has to be considered is—
and excuse me, Jackie—if a cow comes on heat today, there will be a decision made about whether
she gets mated to a dairy or a beef bull. As a result of that mating, if it is a heifer calf, she will not
produce milk for two years and nine months. The farmers making decisions now are a long way
ahead of where the market thinks or knows it is. | do not see dairy as a special case. | think it has a
wonderful future because, when you look at the margins or the market going forward, in the next 10
years we will need another 100 million litres of milk in packaged milk sales in Queensland to cover
the population. It should be coming from Queensland producers because we are the best option.
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CHAIR: There should be growth there. That is really what you are saying.

Mr Mclnnes: Yes. It is just that at the moment because of this garbage—this short-sighted
stupidity of a dollar a litre for milk—the industry is unable to move forward.

CHAIR: Are there any questions for Ross?

Mr COX: | have a quick question. Ross, thanks very much. We appreciate your time. There
are some positives, but | know that there is an issue that we are talking about because of this bill.
But | note that in the presentation we had before there was tabled an Australian regional industry
snapshot, and there is a lot of information in there. It mentions the supermarket issue, which is what
we have been talking a lot about. But at the bottom of the page it talks about the drivers of the
industry’s future, and you just finished off by saying that you believe there is a future. In terms of
those drivers, | believe that there are things the government can help with—R&D and water supply,
and we looking at greenspaces where we can increase agriculture in completely new areas whether
they suit dairy or not. | understand that there is hurt right now, and w need to try to address
that. But it is good to see someone like yourself who has been in the i 100 years—

Mr Mclinnes: Not personally.

Mr COX: No, but your family has. But there is another 100 year
at other ways of doing things, and we need to not lose sight of that at
and | come from a cattle background—if a cow has a calf tomorrow, yo
day. It takes a long time.

Mr Mclinnes: | think there is the issue that, like with any4 i eople in an

nd we have to look
ent. As you said—

. , but at the
ill be larger areas.
Queensland. The

same time you need the right economic triggers to get ne
They just have to be. If you go back to 1950, there were 5

cows, producing about 18 litres of milk per one million litres for the
year. So we have moved on and we ar€ doi 10 dairies in Queensland,
compared with 50,000.

CHAIR: Thank you very m eryone who has participated this
morning. We will take a short bre

Proceedings suspend
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KNUTH, Mr Shane, Member for Dalrymple

CHAIR: Welcome, Shane. As the member who introduced the Milk Pricing (Fair Milk Mark)
Bill 2013, would you care to make some comments on the points made this morning?

Mr Knuth: | consider this bill very important and would like to ensure that we have all
committee members here. Is Mr Trout going to be here?

CHAIR: Mr Trout should be back.
Mr COX: He is coming back, but he is at another meeting.

CHAIR: He had something that he had to shoot through and do. You can start, Shane. We
will read the transcript.

Mr Knuth: Thank you for giving me the opportunity to address the committee on this bill. This
is an issue that I, and | believe Queenslanders, consider one of the most important issues to come
our way. | am a member who represents a rural electorate that has quit umber of dairy farmers.
As Iwalk the streets | run into many farmers, half of which wer mer dairy farmers. The
foundations that have been put in place that have led them to leav dairy industry need to be
looked at and considered. What on earth has gone wrong? Why is g whether it be state
or federal government, not doing anything about this?

The fair milk mark is derived from what occurs in Europe. | wo
communicate with the dairy farmers there to be able to give the committee t
has occurred there.

I will give you an example of how | arrived at this S . ea called
Malanda. Everyone knew where Malanda was as a result bought a
bottle of milk on that bottle it had Malanda milk. Everybag ere that milk came
from. My wife has always said to me, ‘Shane, we mus ilk.” But | can tell
members that she does not know which one is Malanda there do not know
which one is Malanda milk. As was mentioned b akers, consumers want to

o to Europe and
details of what

milk—branded onto milk containers, but
robust advertising campaign to enco armers’ milk. They spent millions of
dollars on this advertising to get ilk, and it was working until this $1
per litre price war started. The fa f jori Dple out there do not know where the

trongly that they were looking at a

alks of life in different industries and backgrounds, but
ant that we save the dairy industry. Dairy farmers were

n Dairy Board met in Luxembourg and put a fair milk
s and very strongly promoted that milk which had a red cow on the milk
bottle rep nts A ilk. 1t just took off. Many other countries in the European community

[ fair milk mark saved the milk industry in those regions. This is something that
a noncompulsory, voluntary market mechanism that is put in place so that the
e and an opportunity to know what milk they are buying. When they go into
Woolworth’s and CG hey see Coles and Woolworth’s branded milk that is reduced to $1 a litre
and they see other b ed milks which are coming from local dairy farmers, but they are still
unsure what milk is what'and what is local dairy milk.

consumer has a €

This is a question that has to be asked: why are the majors, Woolworth’s and Coles,
marketing their own $1 milk and why aren’t they marketing the local branded milk at $1 a litre? This
gives processors the opportunity to have an advantage as well so that when consumers see milk in
their supermarkets that has ‘fair milk’ on it, it clearly identifies to those consumers that it is local,
fresh milk and they are supporting local dairy farmers.

This is not about reregulation at all; this is about opportunity and choice. This is
noncompulsory. It is a market mechanism that will be put in place. This is also about bringing in
transparency, as Mr Chesterman said, but he also said that consumers are desperate to know
where their milk is coming from. The fair milk mark is the only thing that we presently have which
allows consumers an opportunity to address this issue. When we talk about milk that is coming in
from down south—and | believe this was addressed by Mr Chesterman—it is not necessarily
cheaper with that 8c a litre above the cost of production. We have to realise that there were 1,545
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dairy farmers in 2001 and now we are down to about 519. When | started to write this bill there were
540; now there are 519 and it is going down, down, down. | think that we have lost about 70 dairy
farmers since the price wars, and it could even be more.

We can talk about 8c a litre above the cost of production being too much, but then consider:
is it too much for dairy farmers who are up from four o’clock in the morning until late hours in the
evening working their guts out for a lousy 8c a litre above the cost of what they can produce? We
are not fit to be on this committee if we cannot sympathise. We have to find other ways and means
instead of thinking that this is a terrible thing and the sky is going to fall in because we are paying
these dairy farmers 8c a litre, when we have lost 1,000 dairy farmers in the last ten years. This is
why | have proposed this hill.

As one of the previous representatives indicated, if Queenslanders do not do something now
we will not have fresh milk. | am going to read this, because | think it is very, very simple. There are
a few tiny little issues that were brought up in regards to certain details, but | will explain this to you.

4 Objectives of Act
The main objectives of this Act are—
[€)) to provide for the setting of a fair price to be paid to dairy farm uction of milk to ensure
a sustainable dairy
(b) establish a fair milk mark to be placed on containers of milk to i Queensland consumers
that a fair price has been paid to the dairy farmer who produced
5 Fair milk price
1) There is to be a fair milk price for milk.
2) The fair milk price for milk is to be set by the Minister by gaze
3) The fair milk price per litre of milk must be at least 8 centg s satisfied is

the cost for a typical dairy farmer in the State of producing

Now, if you are looking at a dairy farmer who ha
calculation but | think that he would probably make about ‘
politician. Where | have said ‘typical’ dairy farme ‘
That average dairy farmer will be determj

quite sure of the
e times less than a
erage’ dairy farmer.

government department, in conjunction witk i out what an average dairy
farmer is.
4) The Minister must publish a gazette price for the milk at least twice during each
year.

In other words, we talked also talked about price variations in
different areas, but we are Wales here; we are talking about
Queensland. We alies Jorth, Central and South-East Queensland

ill be market fluctuations, but the main thing is that if we
ion, then we are going into the situation we are in now

y simple process and it is about the dairy industry, the minister and the
lture working together because we want to ensure that we are working with the
yant to constantly highlight the issues and problems relating to the dairy
0 ensure the survival of the dairy industry. If there were any concerns
2ry six months that we can go back to this and have it addressed.

department O
dairy industry.
industry, and we
regarding price setting

6 How fair milk price iSW0 be decided
In setting the fair milk price for milk the Minister must—
(a) consult with dairy farmers across the State, and organisations representing the interest of the dairy
farmers in the State, to decide—
@ the characteristics of a typical dairy farmer in the State.
It says here ‘typical’. | will be amending this from ‘typical’ to ‘average’ so it is not confusing.
(ii) the costs for a typical dairy farmer in the State of producing milk; and
(b) have regard to the following—
@) the need to ensure food security in the State;
(ii) the need to preserve a dairy industry in the State;

(i) the need to encourage and reward best farming practices and innovation in the dairy
industry in the State.
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As | have mentioned, the determination of an average dairy farmer will be made by QDAS,
the department of agriculture and the dairy industry, so that is very simple.

7 Fair milk mark
1) There is to be a fair milk mark for milk sold or supplied in containers.
2) The fair milk mark is to be decided by the Minister and set out in a gazette notice.
8 Offence to use fair milk mark
Q) A person must not—
(a) sell or supply milk in a container that bears the fair milk mark unless the milk is a fair price milk; or
(b) place the fair milk mark on a container unless the container contains or is to contain fair price milk; or
(c) advertise, market or promote milk in a container that bears the fair milk mark unless the milk is a fair
price; or ...

The maximum penalty is 75 penalty units. We need this legislation to ensure that the fair milk
mark will not be mimicked by major supermarkets who may try to implement their own. By way of
illustration, the Heart Foundation has its tick of approval; why can’t wi have a tick on it? The
Heart Foundation says—

based on health and
on the dairy industry in
rocessors use a fair milk
health side of it or the
tive framework. | will
olicing, so that is

Trademarks such as the Heart Foundation tick and the RSPCA'’s animal welfare
emotional appeals. The economic impact that the misleading use of a fair milk mar
Queensland requires specific legislation enforcement. The Heart Foundation has a tick; wi
mark because they are paying their dairy farmers a fair price? This is a much bigger pi
emotional appeal of it; this is about the survival of the industry. This will ensure that we have th
be writing to the committee and asking them what resources the state government has to ensure e
quite a simple process too.

Just going on to clause 9, it says—
9 Minister must consult about fair milk price

2) The Minister must consult each relevant Minister about—

[€)) trying to establish ...

The reason | had ‘trying’ there is because | know it is did not want to have
ning like there is no
er going to each state to
have a fair milk price here. We had
erns. Someone said that our milk
But if we can establish that in New

tomorrow when it comes to the word ‘rereg
establish a fair milk price. If you have a faij
the Australian Dairy Industry here before
would be 8c a litre higher than whatit is

South Wales, those dairy farmer
Victoria, those dairy farmers wi

There is a ilk in from other states and it is not
necessarily che f the reasons why | brought this in. There is a cost factor
associated y states and it is not necessarily cheaper, but that is one of

the reasa

es in from the other states; the consumer will know that in Queensland
ilk, it is fresh milk and the farmers are paid a fair price for it. You can say,
‘Oh, we’ are scared that we are going to get a flood of milk from New South Wales’.
That is the ason | am putting this forward. We do not want to use the excuse that we are
frightened of a of milk and that everyone will be buying New South Wales milk or Victorian
milk. We brought because we want to ensure that local consumers are buying fresh local milk
and we want to ens our dairy farmers will survive as a result of consumers buying that milk.

Clause 9 states
1) The Minister must consult with each relevant Minister about—
(a) trying to establish a fair milk price in all States; and

(b) trying to develop an industry code of conduct to provide a framework for the continued profitability of
the Australian dairy industry.

) The Minister must, within 14 sitting days after 1 January and 1 July in each year, table in the Legislative
Assembly a report about the consultation.

This is about the minister consulting with the relevant ministers in the other states on two
different areas: a fair milk mark and also an industry code of conduct, which is something the
Australian dairy industry and the Queensland Dairyfarmers Organisation have been strongly
pushing for. As the ministers work to develop an industry code of conduct, they will be highlighting
the concerns of the industry. Those concerns will be before our faces. It is about doing it. It is
working on it, but also acknowledging that these foundations have to be put in place.
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Why do they have to be put in place? | always want to buy Dairy Farmers milk. | go into my
local Woolworths or Coles, where you have the Woolworths brand of milk and you have the Coles
home-brand milk. On a tiny little shelf you will see just a little bit of Dairy Farmers milk. Every time |
tried to find the Dairy Farmers milk it would be all gone, because everyone grabbed that Dairy
Farmers milk, yet they have the audacity to say that the consumer has choice. This is why we need
an industry code. | went to the manager and | said, ‘You need to do something, because | want to
drink Dairy Farmers milk. | want to support Dairy Farmers. You have a tiny little shelf from which
you sell Dairy Farmers milk.” Since then, that shelf has increased in size. The other side to it is the
predatory nature of the industry, as mentioned before, so that branded products such as Parmalat
and Dairy Farmers are not reduced to $1 a litre. Why is it only the Woolworths branded products
that are $1 a litre? This is about powerfully working together with other states to introduce an
industry code of conduct, which is very important.

We have heard the dairy farmers who have spoken here today. They are very passionate
about this. You can see that there is desperation, too. Dairy farmers ar perate. We do not want
to look at the politics side of it; we want to look at the outcomes si it. Today, we have dairy
industry representatives and dairy farmers here and it is very rtant that we have this
opportunity to put in place something that we have not seen before. i year out, we have
seen federal governments reject and avoid this. Re-regulation is art of this. This is
non-compulsory, it is voluntary and it is an opportunity given to the c We keep hearing
about it being consumer driven, but we do not see anything being consume when it comes
to supporting dairy farmers. This committee has an opportunit put in place
ps it alive.

that we can all see
the logic behind it, as can the dairy farmers. Some are ou uts out, day in and
day out, and some are leaving the industry in droves.

brace.

If one processor embraces this, it wil
processes and markets. It will be to that pr,
was mentioned before: the next processg
non-permeate milk. No-one wanted no

and of product that it
. will be a domino factor, as
d then the next, as happened with
now everyone wants it, including
iS opportunity.

if | am wrong, but earlier | think it was
. YOu are pointing out that this is voluntary. It is
. We have heard from other people—

mbination of two, with the legislation side to it. This is
brought in a voluntary system for taking ownership of
say it does not work, but at the present moment we

ship. At the moment it is an opt in. | am now starting to see that this can
possibly wo e was also talking about was an industry code of conduct. Woolworths and
Coles are ruth hey have no compassion for the Australian farmers. You could probably say
they have no co ion for the Australian consumers and no compassion for small business. You
are saying that if we p them something that is voluntary, they will laugh at it.

Mr COX: Shane,the question | was asking you is, do you want it to be voluntary? You do not
argue for it being mandatory?

Mr Knuth: If | say that at the moment it has to be compulsory, the first thing, Sam, you are
going to say is, ‘This is re-regulation’.

Mr COX: It is not my bill, Shane. | am just asking you a yes-or-no question; that is all.

Mr Knuth: You should be supporting this, being a farmer.

Mr COX: | am just asking you a yes-or-no question.

Mr Knuth: If | say it is compulsory, then it becomes re-regulation, but this is consumer driven.
It is about putting something out there and giving people an opportunity to embrace it, knowing that
the state government, because it cares about the dairy farmers, will be aggressively behind this and
will support it.

Mr COX: So the answer is that you want it to be voluntary—
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Mr Knuth: | have answered your question. | could go on all day.
Mr COX: You do not agree with the dairy industry—

Mr Knuth: | have answered your question. There are different circumstances for voluntary
and we could argue the different circumstances of voluntary. We know and | know—

Mr COX: It is a simple question: yes or no?

Mr Knuth: What | have put in place here is not re-regulation. It gives an opportunity to opt in.
| could argue the same thing about the Mareeba irrigators, that it is not compulsory and it is an opt
in, so it will not work. But it may work; it may work.

Mr COSTIGAN: Member for Dalrymple, is it fair to say that your constituents on the
Tablelands are on the same page as you lock, stock and barrel? Do they believe this is the way
forward?

Mr Knuth: | should have brought the photo with me, but | prese
will be able get you a copy and one for the QDO. If you can give me
it down. It is a photo of me and 25 dairy farmers behind me. We coul

Mr COSTIGAN: | have seen the photo.

Mr Knuth: There were 270 on the Tablelands. | think there are a
around about 24 or 25, which is half the dairy farmers on the Tableland

Mr COSTIGAN: It was a good photo opportunity. | saw it.

Mr Knuth: They were backing this. Dairy farmers do oto with a
politician. They came because they are desperate; they are i : re about
me or my photo, and | do not care about it either. | could t a photo. But | do
care that they care, because they are going broke and tha They do not get in
ave to find out the
oking, they want help
2 sky stuff. This is the

it at the first meeting. |
utes, my staff can track
e got the whole lot—

now. The photo has
backing this—

reason for it. They got in that photo because, if you hear the
and they are desperate. As | said, the figure i

Mr COSTIGAN: On a supplementar Dalrymple, we have heard that this
will not be a silver bullet, but it will hg ili stry. Would you concur with that
assessment?

Mr Knuth: It is not a silve

industry. This is about opportunity.
ake on non-permeate milk, but it has.
dairy framers can grasp hold of and that the
ke on board. It highlights where the dairy industry is going
opportunity. It gives them not only the choice but also
es from, because at the moment they do not know

processors,
and it gives

ts of your bill are not workable, particularly to ask a minister to coordinate
m other governments throughout the east coast of Australia, and potentially
ome on board with this. | think that it should remain a Queensland issue,
otherwise it should a different arena, that is, the federal arena. Brian from the Dairyfarmers
Organisation comme at predatory ACCC issues could be fixed sometime soon. | think that
your bill, on the surface,”has all the accolades of what we all want, which is to be able to produce
milk at a reasonable price so a farmer can make money, but | think there are some issues where
you are going to make it very difficult for a minister in regards to pulling ministers from other states
on side.

Mr Knuth: It is like this—
Ms TRAD: That is a question, actually. We should maybe—

Mr Knuth: | would just like to answer that, too. We are on a committee. We have legislation
thrown in our faces day in and day out, but we are there to assess that legislation. Nothing is
100 per cent, so we ask the minister to make an amendment. We advise him. The minister may or
may not take that advice. He may make that amendment. However, | am prepared to work with this
committee and this government, because | have dairy farmers who are on their knees. If you are
concerned about a minister having to try to work with other ministers to highlight the problems of the
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dairy industry throughout Australia, | point out that our dairy industry is suffering and, as you were
trying to point out before, we know that it is not really a big issue that we have milk coming in from
the other states, but at the same time the dairy farmers have this problem. We are trying to work the
coordination with other states. | think it is section 71 of the constitution that is always being
quoted—

CHAIR: Free trade or something?

Mr Knuth: Yes, free trade. We cannot deny that. | hope you will not rule out our minister
working with other ministers to develop an industry code of conduct because we have two major
stores that are killing our small businesses and families. If the committee feels that this is petty and
you are not going to agree to it let me know and | might remove that provision. That is if you feel it is
very petty. We will have the discussion. | will send you a letter and ask you to explain to me whether
you consider this issue regarding our minister working with other ministers to develop an industry
code of conduct is something that you may not seek to support. | will write to you. That is resolved,
Michael. It is a good question but it is resolved.

Ms TRAD: Can | say from the outset, Mr Knuth, that |
acknowledge and commend your passionate advocacy for dairy f
electorate but across Queensland. | think that should be noted. | am int
what is happening in terms of the European market. | did some qui
talking about the fair milk product in Europe. You are saying that it is currentl
right?

committee should
only in your own
that you referred to
h while you were

Mr Knuth: Jackie, | had those figures but | cannot re i ent of me
not to have that information here. My apologies—

Ms TRAD: That is okay; you can supply that at a ike there are a lot

more—

Mr Knuth: | do believe Belgium is one.
Ms TRAD: Austria

Mr Knuth: Austria, Luxemburg—
Ms TRAD: Holland.

Mr Knuth: Yes, Holland. T
Ms TRAD: i kly has that happened? | do not get a

Vith me—to get the facts about exactly what happens—
happy to support that, Chair.

Mr Knuth:
there—and if someo
legislation had to be p
Europe—

only download the information on the internet. | would love to go over
Id like to join me that would work—to see whether it works and whether
place. It is a good question. We may look at that. | would love to go to

Ms TRAD: | guess my point is, Shane, if it takes off without a level of government
intervention and legislated pricing is that where we need to go in terms of trying to get movement
across the federation?

Mr Knuth: You would probably have to ask the QDO that question because they would have
more detailed information. What we are seeing is that there needs to be that legislated oomph
behind that. There desperately needs to be legislative oomph. It is not compulsory. At the same
time, when it is in place there needs to be protections in place to protect the legislation—

Ms TRAD: | refer to the code of conduct that was introduced into the federal parliament by
Rob Oakeshott. Is that something that you are encouraging your dairy farmers to lobby the new
federal coalition government to get on board with and support?
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Mr Knuth: The Queensland Dairyfarmers Organisation has been working on this for many
years. This is not a new argument; this is an old argument. They seem to be dodging, weaving and
hiding from it. This is a good question, Jackie. We have politicians roaming the streets of the
Tablelands and they are offering more promises but they hide from the dairy farmers because they
have nothing to offer them. So they dodge—

CHAIR: | thought that was the tobacco—
Mr Knuth: They dodge, weave and hide.

Ms TRAD: | thought Barnaby Joyce went to the RNA, didn't he, to talk to a couple of dairy
farmers about something?

Mr Knuth: We have to do something, but nothing seems to be done. We want to work on
this. We see dodging, weaving and hiding to the point of being invisible. We had the Senate inquiry
and nothing came out of it. Here is something that could alleviate the problem and hopefully be a
foundation until an industry code of conduct is put in place. That is why i o important that we get
this fair milk mark bill up now and the processes in place. We have waiting for 10 years and
they still have not done anything. If we wait, as Ross said before, ill net have fresh milk in
Queensland. It is a big issue, but we would like to see it supported. W st sit back and wait
and say, ‘They are going to do something,” when we have been waitin 0 years and nothing
has happened. We are doing something here.

CHAIR: Thank you for that, Shane. There is fair price coffee—
Ms TRAD: Fair trade.

CHAIR: Fair trade coffee and fair trade diamonds. Thg
Ms TRAD: Go to Tiffanys, | think.

CHAIR: There are processes around the world thal
having a look at this, Shane.

Mr Knuth: | agree.
CHAIR: Ross, who is the supplier do pottling plant working now?

very similar ¢ is. It is worthwhile

CHAIR: We are talking to t done. We might even call into your
place, Ross, on the way back, if [ ank you very much for the briefing,
Shane.
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DARLINGTON, Mr John, Principal Policy Officer, Animal Industries, Department of
Agriculture, Fisheries and Forestry

HOMAN, Ms Tania, Director, Microeconomics and Structural Reform, Queensland
Treasury and Trade

LETTS, Mr Malcolm, Executive Director, Regions and Industry Development,
Department of Agriculture, Fisheries and Forestry

CHAIR: | welcome officers of the departments. | remind honourable members that the
officers providing a briefing are here to provide factual information not to give opinions or to outline
the merits or otherwise of the policy of the bill or the alternative approaches.

Mr Letts: Thanks for the opportunity for the departments to provide a briefing on the Milk
Pricing (Fair Milk Mark) Bill 2013. Our briefing will be in two parts this m g. John Darlington from
the Department of Agriculture, Fisheries and Forestry will brief you e elements of the dairy
industry and Tania Homan from Queensland Treasury and Trade ly brief you on the
specifics of the bill. | will hand over to John to give an overview of the ry.

justment since the
ction through to

Mr Darlington: The dairy industry has been in a state of chan
1970s—from the move from cream production systems to high-volum

the industry decision to deregulate in 2000 and now the impacts of the natlon market that is
exposed to the vagaries of the international market. There wa ange in the
industry following deregulation with the subsequent consolid and the

There has been a continuous decline in the number i i deregulation. In the
year 2000 there were approximately 1,500 dairy farms in Q . 0 June 2013 there

decline. Recently milk production in Queeg below Queensland milk
sales, in part due to the impact of the 201 longer term there is a likelihood that
the regional fresh milk supply will consist )

d dairy industry also have a national
market with the Queensland and northern

onscious of the challenges for the Queensland dalry industry and the
r interstate counterparts. | think that has become more acute over the last
number of yea ticularly with what we have talking about today—the price wars.

ntal perspective we would acknowledge that—and there has been a deal of
discussion about thi —the challenge is once the government starts to hop in and attempts to
estimate what the cost@fproduction is or what an efficient cost is. | think that has been something
that governments have typically struggled with. They usually struggle because of limited
information. | know there has been some discussion today about the process that is used for QDAS.
We did quickly look at that. Currently only 62 Queensland dairy farmers contribute to that process. If
you talk about the average process, it would need to be all of them. It would need to be something
that is done—I think the bill talks about at least twice a year. Again, it is one of those things, once
the government starts to hop in how quickly can the government react to changes and fluctuations
in markets? Governments are not typically good in those more volatile type areas.

| know that you have proposed changing the definition from typical to average. What is a
representative farmer? That is always going to be a difficult call. As for the government, it is notion
of what is the right premium to apply. There is certainly the 8c there. | think to take account of those
regional seasonal fluctuations is always going to be a challenge.
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The member for Dalrymple talked about this at length. It is not about re-regulation. Again this
is one of those ones where the enforcement side is going to be quite difficult. There is nothing to
compel supermarkets from putting the products on their shelves. The member for Dalrymple talked
about the shelf space for branded products shrinking.

Again, without the support of the retailers themselves, while we can provide a fair milk mark
on the product, there is no obligation on them to stock it or in fact to make it prominent if that is not
part of their overall strategy. | would also say that—and we have discussed this with a number of
people as well—it is a challenge for a state government in this space given the nature of that
national market to have something that is going to be fair across the industry, and there has been
some discussion about the capacity to import milk from other states. There has also been a
discussion about the potential review of the competition law at that national level and some review
of whether in fact the competition and consumer act as it is currently drafted is an effective
mechanism to deal with the issue at a retail pricing level and whether that is fair across the sector in
terms of providing the appropriate price signals.

CHAIR: Any comment, Malcolm?
Mr Letts: No, that is the submission.

Mr KNUTH: Obviously the government is a big organisation. we talk about the
difficulties with regard to QDAS in working out the cost of produc an average; it is
averaged out—I have faith in the department of agriculture and | have fa he Minister for
Agriculture. | am confident that the minister and his department ith regard to

working out a price structure across the different regions whe lace right

says that he is very passionate about the milk industry, ai
Likewise, we also have to remember that it is a billion-doll
industry; we are saving an industry that is important for t
What we are asking the minister to do here is min

It is only little stuff.
not saving a small
ildren of this state.

13 years ago. They still would not addres
industry code of conduct issue in terms o

Were going to address the
ance of Woolworths and Coles. This
er to Woolworths and Coles. If we
) for them to do something, we had
1,540 dairy farmers. We now onl ave about 300 by the time we wait.
As one dairy farmer said befo ing en we will not have fresh milk supply

partment does a range of work with the industry. It works fairly closely with
e a research facility at the University of Queensland at Gatton which was
and it is a pre-eminent research institution in relation to the dairy industry in
e to provide those sorts of services. We work very closely with Dairy Australia
into those sorts of activities, including extension activities.

CHAIR: Yes, but not so much the extension but how we are actually going to supply the
production. How are we going to supply another 200 million litres or whatever it is that we are going
to need in the next five years?

Mr Letts: | guess across all sectors we are also working with industries and other agencies
and other departments around things like availability of water and opportunities to expand cropping.
There are all of those sorts of things we do. But as you would be aware, there is very little that the
department can do in relation to the price of products in the market, particularly those—

CHAIR: No, what | am saying is where is the opportunity. We have looked at opportunities in
DNR—that is, we have opened up more irrigated land in North Queensland to try to improve
agriculture there. Are we looking at opportunities for the dairy industry to grow?

Mr Letts: | might get John to answer this as well, but my understanding is that on-farm
productivity is where most of the effort is going at the moment, and the representatives from the
dairy industry could comment on that as well. The industry has impacted on input costs such as

established re
Australia. We cO
in relation to the fu
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grain fodder and all of those things that they need to buy in. As we expand into Northern Australia
with some of the work that has been done around the Flinders and Gilbert and those sorts of areas,
more fodder will be produced hopefully. That may have a positive impact; we do not know. But the
price of grain fodder and of grain is obviously set internationally, so that obviously has an impact.
The dollar has an impact on those sorts of things. It is a fairly complex story. Do you have anything
to add, John?

Mr Darlington: Mr Chair, the other element is of course the export development facilitation,
and the department works closely with Trade and Investment Queensland to facilitate both inbound
and outbound investment opportunities. Unfortunately, as | said before, in Queensland there is a
lack of existing manufacturing capacity for products which would be likely to go into an export
market such as milk powder. So there is potential space for development. The downside is that as
the number of farmers continues to decline the capacity to find a base for product export becomes a
fairly fine balance. So | suppose the department, as Malcolm said, does focus in that R&D space
but also we are acutely aware that that trade and investment develop is very important for the
future of the industry as well.

CHAIR: Tania, in terms of some of the micro-economic issue
be selling milk at $1. There is no way in the world you could get it out t

Ms Homan: No.
CHAIR: So is that ACCC stuff?

s at Longreach will

Ms Homan: That is in that space. The ACCC has looked i been talked
about as well—that notion of providing a product across Aust C i hether in
fact that is a notion of some kind of predatory pricing. | thig ir vi C i e way the
legislation is drafted, is that that is part of their business hing that they can
sustain.

Mr COX: | could be wrong; | should have asked the ore from QDO. For
the last 12 months or so you have been setting f e industry. How is it
going? | am not sure, but | thought that tha If so, have maybe the

Mr Darlington: Australian Dairy Fa ave been working on a milk industry
code of conduct and some propos
briefly spoke about that before
reviewed those and our legal a

CHAIR: At present.

e to the department and we have
with Australian competition law.

ill and heard from the industry. The industry is saying
g there is a problem—a big problem. We know that

ent? Not that | am saying that research and development is bad, but is that
the only thir ave in terms of an industry response at this stage?

. In terms of the market response, that is right. The department is not involved
ities between processors and farmers and supermarkets.

future?
Mr Darlington: Yes.

Mr KNUTH: As a Treasury we are seeing a billion-dollar industry going down the drain in
terms of the return of taxes, stamp duties, you name it. For you to come in here and not really offer
anything to get a return for the government and to the public, it seems like you have got nothing
in—

CHAIR: You are starting to stray into policy a bit there, Shane. You cannot really go there,
mate.

Mr KNUTH: You are getting into little detail things as to why this cannot happen. Shouldn’t
Treasury be inspiring this in terms of there are opportunities for us and therefore we have to do
something to get money returned to the state government?
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Ms Homan: | will answer that in the context of the decision that was made at the time to
deregulate, and | think that was really about making sure that we do have the right price signals
around economic efficiency. It was done on the basis that there were appropriate protections
between the competition law and the market itself. | think from our perspective it is around the
concern if we have ineffective markets—and the discussion has been at length today about the role
that the retailers are playing in that space addressing that level—and whether or not the competition
protections that we have are adequate to make sure that the markets are working properly
underneath. We have taken it from that perspective rather than trying to deal more particularly with
individual industries and | suppose having the government back into the space of, as you talk about,
some regulation.

Mr KNUTH: Because the government had powerfully campaigned and still keeps talking
about how agriculture is one of the four pillars of the economy. Receiving advice from the Treasury
here, we are not really getting anything—

CHAIR: This is about policy, Shane. If there are no further que
The dairy industry is a very complex issue. | have lived in a supp
horticultural industry and unfortunately have ploughed very good cro
and ploughed very good crops of lettuce into the ground at different t
and demand market. The real problem of course is with people like
you. He has only got a couple of people he can really sell 13,000 litre
make it difficult. By the same token, anyone who is serious about growing ve
meat or whatever is involved with Woolworths and Coles in s
retailers in the market. They do have a big share and some
with them.

, thank you very much.
d demand market of the
potatoes into the ground
through that supply
Innes sitting behind

Mr Letts: Chair, if | can just make a comment a d on Jackie Trad’'s
guestion. One of the issues around the competitiveness industry is around
productivity and that the cost of production here has been ates. The research
centre at Gatton has made significant stridesggi ati , SO in terms of
productivity per cow they have proven that we

Ms TRAD: | understand that, Mr Lg
denigrate the role that R&D plays in terms

any way, shape or form want to
ent. It is a very, very important role.
disasters that have attacked this
ar that is really putting pressure on
e from government should be more

industry—two natural disasters—
this industry and | am not sur
R&D or R&D. | think

and demant
truck milk up a
or can the big sUf

s not quite working probably how it should be. We have heard 18c a litre to
ey are paying 50c a litre, so the world price is up there. Will this change quickly
arkets, as a loss leader, virtually just wear this for as long as they want?

Ms Homan: a question | think you would have to ask the retailers, but it is clearly a
choice that they are makipg and it is a choice that they have carried on for a number of years.

CHAIR: Because, really, it is not how supply and demand markets should work though, is it?
Ms Homan: In a perfect world one would not think so, no.

CHAIR: Thank you very much. Thank you everyone for attending today. Thank you to the
committee, committee staff and Hansard. | declare the hearing closed.

Committee adjourned at 12.44 pm
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