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Chapter 1 

Background 

Referral 
1.1 On 17 October 2019, the Senate referred the following matter to the Rural and 

Regional Affairs and Transport References Committee (the committee) for 

inquiry and report by the third sitting day in March 2020:  

The performance of Australia’s dairy industry and the profitability of 
Australian dairy farmers since deregulation in 2000, with particular 
reference to: 

(a) the ability of Dairy Australia to act independently and support the best

interests of both farmers and processors;

(b) the accuracy of statistical data collected by Dairy Australia and the

Australian Bureau of Statistics;

(c) the funding of Dairy Australia and the extent of its consultation and

engagement on the expenditure of levies revenue;

(d) the merits of tasking the ACCC to investigate how it can regulate the

price of milk per litre paid by processors to dairy farmers to ensure a

viable dairy industry;

(e) alternative approaches to supporting a viable dairy sector;

(f) the introduction of a mandatory industry code of practice; and

(g) any related matters.1

1.2 On 27 February 2020, the Senate agreed to extend the reporting date for the 

inquiry to 25 June 2020.2 Pursuant to the order of 23 March 2020, the committee 

notified the President of the following extensions of the reporting dates: 

Date notified Reporting date 

14 May 2020 19 August 20203 

20 July 2020 15 September 20204 

20 August 2020 12 November 20205 

29 September 2020 11 February 20206 

5 February 2021 18 March 20217 

1 Journals of the Senate, No. 23, 17 October 2019, pp. 700–701. 

2 Journals of the Senate, No. 46, 27 February 2020, p. 1409. 

3 Journals of the Senate, No. 52, 10 June 2020, p. 1753. 

4 Journals of the Senate, No. 59, 24 August 2020, p. 2044. 

5 Journals of the Senate, No. 59, 24 August 2020, p. 2044. 

6 Journals of the Senate, No. 67, 6 October 2020, p. 2359. 
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Conduct of the inquiry  
1.3 Information about the inquiry was made available on the committee's 

webpage. The committee also wrote to a number of organisations and 

stakeholders to invite submissions. Details regarding the inquiry and 

associated documents are available on the committee's webpage.8 

1.4 The committee received 36 public submissions. A list of individuals and 

organisations that made submissions to the inquiry, together with other 

information authorised for publication, is at Appendix 1. 

1.5 The committee also held the following public hearings:  

 Canberra, 5 December 2019; 

 Canberra, 19 June 2020; 

 Brisbane, 23 July 2020;  

 Canberra, 15 September 2020; and 

 Canberra, 2 March 2021. 

1.6 A list of witnesses who appeared at these hearings can be found at 

Appendix 2. The Hansard transcripts of evidence from the hearing can be 

accessed through the committee's webpage.  

1.7 In this report, some references to Committee Hansard and the Senate Journals 

are to proof transcripts. Page numbers may vary between proof and official 

transcripts. 

Acknowledgements  
1.8 The committee thanks all individuals and organisations who contributed to 

this inquiry by making submissions, as well as appearing before the committee 

to give evidence.  

Structure of the report 
1.9 This report comprises six chapters, including this introductory chapter. 

1.10 Chapter 2 provides an overview of the dairy industry in the context of 

deregulation and a discussion of issues facing the current industry. 

1.11 Chapter 3 considers issues relating to the role, structure, funding and research, 

development and extension activities of Dairy Australia. 

1.12 Chapter 4 outlines the provisions of the mandatory dairy code of conduct and 

issues arising from its introduction in 2020. It also discusses the bargaining 

power of farmers, processors and supermarkets in the dairy supply chain. 

                                                                                                                                                                     
7 Journals of the Senate, No. 85, 15 February 2021, p. 3033. 

8 See: 

https://www.aph.gov.au/Parliamentary_Business/Committees/Senate/Rural_and_Regional_Affairs

_and_Transport/DairyIndustry 

https://www.aph.gov.au/Parliamentary_Business/Committees/Senate/Rural_and_Regional_Affairs_and_Transport/DairyIndustry
https://www.aph.gov.au/Parliamentary_Business/Committees/Senate/Rural_and_Regional_Affairs_and_Transport/DairyIndustry
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1.13 Chapter 5 examines statistical data gathered by Dairy Australia and the 

Australian Bureau of Statistics. 

1.14 Chapter 6 considers approaches to support a viable dairy industry into the 

future. 

Context of the inquiry 

Current inquiry 
1.15 The committee's current inquiry was conducted during a period when the 

Australian dairy industry was contributing to the implementation of a number 

of key initiatives, including the introduction of the mandatory dairy industry 

code of conduct from 1 January 2020, and the development of the Australian 

Dairy Plan (both of which are discussed later in this report). 

1.16 The Australian dairy industry has also been heavily impacted by the drought, 

and the devastating bushfires that spread across Australia throughout the 

summer of 2019–20—particularly in New South Wales and Victoria.  

1.17 Dairy farmers have suffered from the significant loss of fodder, pasture and 

cattle, with thousands of cattle dying as a result of the bushfires. The NSW 

Farmers Association warned of reduced milk supply, due to the combined 

impacts of the drought, bushfires and power outages (which meant that milk 

could not be collected). There have been numerous calls for the major retailers 

to increase the price of milk, in order to better support the dairy industry 

during such difficult times.9 

1.18 Conditions improved for dairy farmers in the second half of 2019–20 with 

higher rainfall, easing input costs and stronger farmgate prices. However, the 

current impacts on supply chains both locally and globally, due to COVID-19, 

are substantial.10 

1.19 It is within the context of the above ongoing matters that the committee 

conducted its inquiry. The committee further notes that since the inquiry was 

referred, some of the terms of reference have already been addressed, such as 

the introduction of a mandatory code of conduct, proposals for subsuming the 

functions of Dairy Australia into a new industry body under the Australian 

                                                      
9 See, for example: Victoria Pengilley, 'Milk shortage fears amid Australian bushfires as dairy farmer 

fears devastation from animal deaths', ABC News, 6 January 2020, 

https://www.abc.net.au/news/2020-01-06/nsw-fires-put-dairy-industry-at-risk/11842386 (accessed 

16 January 2020); Sarina Locke, Lydia Burton and Tim Fookes, 'Consumers likely to see shortage of 

flavoured milks and yoghurt after the fires', 9 January 2020, 

https://www.abc.net.au/news/rural/2020-01-09/fresh-dairy-drinks-supply-hit-by-fires-drought-

fodder-shortages/11852656 (accessed 16 January 2020).  

10 Dairy Australia, In Focus 2020: The Australian Dairy Industry, p. 2. 

https://www.abc.net.au/news/2020-01-06/nsw-fires-put-dairy-industry-at-risk/11842386
https://www.abc.net.au/news/rural/2020-01-09/fresh-dairy-drinks-supply-hit-by-fires-drought-fodder-shortages/11852656
https://www.abc.net.au/news/rural/2020-01-09/fresh-dairy-drinks-supply-hit-by-fires-drought-fodder-shortages/11852656
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Dairy Plan and the introduction of a bill empowering the ACCC to determine 

base milk prices—as detailed below.  

Prior inquiries 
1.20 In the last decade there have been a number of government and industry 

inquiries into various aspects of the dairy industry. These are listed below. 

 May 2010: Milking it for all it's worth—competition and pricing in the 

Australian dairy industry by the Senate Economics References Committee. 

 November 2011: The impacts of supermarket price decisions on the dairy 

industry by the Senate Economics References Committee. 

 January 2013: Horizon 2020 Future scenarios for the Australian Dairy 

Industry by the peak bodies representing the dairy industry. 

 July 2014: Australian dairy: prosperous, trusted, world renowned nutrition 

vision statement by the Australian Dairy Industry Council. 

 September 2014: Relative Costs of Doing Business in Australia: Dairy 

Product Manufacturing by the Productivity Commission. 

 June 2015: Dairy Moving Forward by the peak bodies representing the dairy 

industry. 

 August 2017: Australia's dairy industry: rebuilding trust and a fair market 

for farmers by the Senate Economics References Committee. 

 April 2018: Dairy Inquiry by the Australian Competition and Consumer 

Commission. 

 March 2020: Inquiry into the Saving Australian Dairy Bill 2019 by the Senate 

Economics Legislation Committee. 

 November 2020: Perishable agricultural goods inquiry by the Australian 

Competition and Consumer Commission. 



 

5 
 

Chapter 2 

Industry overview 

Background 
2.1 It is estimated that the Australian dairy industry directly employs around 

43 500 people across 5055 farms producing 8776 million litres of raw milk per 

annum.1 It is Australia's fourth largest rural industry and, based on farm gate 

value, generated $4.8 billion in 2019–20.2 

2.2 The Australian dairy industry is dispersed across the country, with eight 

dairying regions across Victoria, South Australia, New South Wales, 

Queensland, Tasmania and Western Australia, as depicted in figure 2.1. In 

addition to providing fresh drinking milk, the industry also supplies a range of 

processed products, such as cheeses, yoghurts, and custards.3 

Figure 2.1 Dairying regions within Australia 

 
Source: Dairy Australia, In Focus 2020: The Australian Dairy Industry, p. 33. 

2.3 As of November 2020, the Australian dairy industry consisted of an overall 

dairy herd of 1.41 million cows, with the typical dairy herd more than tripling 

                                                      
1 Australian Dairy Farmers, Submission 23, p. 12. 

2 Dairy Australia, In Focus 2020: The Australian Dairy Industry, pp. 3, 14. 

3 Dairy Australia, In Focus 2020: The Australian Dairy Industry, p. 2. 
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in size in the past three decades to 279 cows in 2019.4 According to Dairy 

Australia, Holstein is the dominant breed of dairy cattle in Australia, 

accounting for approximately two thirds of the herd. Other prominent breeds 

include the Jersey, the Holstein/Jersey cross, Brown Swiss, Ayrshire, 

Australian Red, and the Illawarra.5 

2.4 Although Dairy Australia estimated that 43 500 people were directly employed 

on dairy farms and by dairy companies in 2019–20, it noted that there is 

significant additional employment associated with the industry in transport, 

distribution, farm services and research and development.6 

2.5 The manufacturing of processed dairy products is commonly undertaken close 

to the respective farming region in which milk is sourced, resulting in 

significant employment and economic activity in rural and regional areas.7 

2.6 Dairying is well-established across temperate and some subtropical regions, 

with each state having an industry providing fresh drinking milk. As shown in 

figure 2.2, below, however, the uses of Australian milk varies significantly 

between states. 

Figure 2.2 Use of Australian milk by state in 2019–20 

 
Source: Dairy Australia, In Focus 2020: The Australian Dairy Industry, p. 9. 

2.7 Approximately 65 per cent of Australian dairy is sold on the domestic market, 

with the remaining 35 per cent exported.8 This equates to $3.4 billion per 

                                                      
4 Dairy Australia, In Focus 2020: The Australian Dairy Industry, pp. [ii], 7; Department of Agriculture, 

Dairy Code of Conduct Factsheet, December 2019, p. 1, 

https://www.agriculture.gov.au/sites/default/files/documents/Dairy%20Code%20of%20Conduct%

20Factsheet.pdf (accessed 11 February 2020).  

5 Dairy Australia, In Focus 2020: The Australian Dairy Industry, p. 7. 

6 Dairy Australia, In Focus 2020: The Australian Dairy Industry, p. 3. 

7 Dairy Australia, In Focus 2020: The Australian Dairy Industry, p. 3. 

8 Australian Dairy Farmers, Submission 23, p. 12. 

https://www.agriculture.gov.au/sites/default/files/documents/Dairy%20Code%20of%20Conduct%20Factsheet.pdf
https://www.agriculture.gov.au/sites/default/files/documents/Dairy%20Code%20of%20Conduct%20Factsheet.pdf
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annum in exports and makes Australia the fourth largest dairy exporter, with 

five per cent of global trade.9 

2.8 Approximately 125 Australian companies export dairy products to over 

100 countries, with the largest markets being China, Japan, Singapore, 

Malaysia, and Indonesia.10 

2.9 According to Dairy Australia, manufacturing of commodity dairy products for 

exportation has become concentrated in Australia's south-east, and includes 

products such as cheddar and mozzarella cheese and specialised milk powders 

and butterfats.11 

The dairy industry prior to deregulation in 2000 
2.10 Prior to 2000, the Australian dairy industry was regulated via support from a 

number of 'complex interventions at the state and Commonwealth level', 

which had been in place since the early 1900s.12 Through legislation, the federal 

and state governments controlled the production, pricing, and uses of milk, as 

well as equalising returns to farmers.13 

2.11 Milk production was also categorised into two categories: market milk to 

supply the drinking milk market, and manufacturing milk to supply 

manufacturers.14 During this period, the price of market milk was set 

materially higher than milk used in manufacturing to reflect the higher 

production costs associated with meeting consumer demand for continuous 

fresh drinking milk throughout the year.15 

2.12 State-level regulation 'focussed on regulating the fresh milk sector', with state 

governments setting farm prices for fresh milk within each jurisdiction and, 

among other things, controlling the level of access farmers had to the market.16 

A number of states operated milk pools where a percentage of each farm's 

production was allotted to the drinking milk market, while others allocated 

specific quotas to individual farmers.17 

2.13 In addition, a Domestic Market Support (DMS) mechanism was run at a 

Commonwealth level, which provided support to the export of manufactured 

                                                      
9 Dairy Australia, In Focus 2020: The Australian Dairy Industry, p. 2. 

10 Australian Dairy Farmers, Submission 23, p. 12. 

11 Dairy Australia, In Focus 2020: The Australian Dairy Industry, p. 3. 

12 Department of Agriculture, Water and the Environment, Submission 8, p. 4.  

13 Australian Competition and Consumer Commission, Dairy inquiry: Final report, April 2018, p. 4. 

14 Australian Competition and Consumer Commission, Dairy inquiry: Final report, April 2018, p. 4. 

15 Australian Competition and Consumer Commission, Dairy inquiry: Final report, April 2018, p. 4. 

16 Department of Agriculture, Water and the Environment, Submission 8, p. 4. 

17 Australian Competition and Consumer Commission, Dairy inquiry: Final report, April 2018, p. 4. 
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dairy products 'by creating a mechanism to reduce the price gap between 

domestic and international markets'. The Department of Agriculture, Water 

and the Environment (the Department) advised that the DMS imposed a levy 

on all milk production, which was passed on to domestic consumers and used 

to subsidise manufactured dairy products, 'allowing them to be sold on 

international markets at global prices'.18 

2.14 According to the Department, it was estimated by the Productivity 

Commission in 2001 that the combined effect of both state and Commonwealth 

regulation and protection resulted in an annual subsidy to dairy farmers of 

$463 million in 1999–2000 ($761 million in today's terms). The Department 

further pointed out that:  

At the height of regulatory arrangements, 61% of the income received by 
dairy farmers came from subsidies … It was also well above the level of 
assistance provided to other Australian agriculture sectors at that time. 

The combination of state and Commonwealth systems created a 
fragmented domestic milk market, with milk production not occurring 
where it was most economical. This led to a higher cost industry.19 

The dairy industry since deregulation in 2000 
2.15 On 1 January 2000, the Australian dairy industry was deregulated through the 

cessation of the DMS and the repeal of state legislation governing the sourcing 

and pricing of fresh drinking milk.20 

2.16 To support the industry's transition, the federal government created an eight 

year $1.7 billion structural adjustment package. This package was funded by a 

consumer levy on dairy beverages of 11 cents per litre from July 2000 until 

February 2009.21 

2.17 Although the industry grew strongly in the 1990s, with milk production and 

the value of farm production increasing at 5.6 per cent and 2.4 per annum, 

respectively,22 since 2000, growth has stalled.23 Although showing 

improvement in the last nine years, milk production and the value of farm 

production decreased over the decade following deregulation at 1.8 per cent 

                                                      
18 Department of Agriculture, Water and the Environment, Submission 8, p. 4.  

19 Department of Agriculture, Water and the Environment, Submission 8, pp. 4–5. 

20 Australian Competition and Consumer Commission, Dairy inquiry: Final report, April 2018, p. 4. 

21 Australian Competition and Consumer Commission, Dairy inquiry: Final report, April 2018, p. 4. 

22 Please note that this compounded annual growth rate represents the average compounded growth 

rate, per year, over the decade. Actual growth rates for each year may vary from this average. 

23 Dairy Australia, In Focus 2020: The Australian Dairy Industry, p. 3. 
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and 2.4 per cent per annum, respectively.24 See figure 2.3 below for Australian 

milk production since deregulation. 

Figure 2.3  

 
Australian Dairy Plan Draft for Feedback December 2019, p. 7. 

2.18 Dairy Australia notes that total milk production and farm cost structures have 

not yet returned to levels of the early 2000s.25 See figure 2.4, below, for further 

details on long-term trends within the industry. 

Figure 2.4  

 
Source: Dairy Australia, In Focus 2020: The Australian Dairy Industry, p. 3. 

2.19 There has been ongoing consolidation within the Australian dairy farming 

industry, with Dairy Australia reporting the number of dairy farms down 

3 per cent in 2019–20 compared to the prior year.26 Dairy Australia notes that 

this reduction in farms numbers has been offset by the size of farms, with the 

average farm size increasing and their share of milk production growing.27 See 

                                                      
24 Dairy Australia, In Focus 2020: The Australian Dairy Industry, p. 3. 

25 Dairy Australia, In Focus 2020: The Australian Dairy Industry, p. 4. 

26 Dairy Australia, In Focus 2020: The Australian Dairy Industry, p. 3. 

27 Dairy Australia, In Focus 2020: The Australian Dairy Industry, p. 3. 



10 
 

 

figure 2.5 below for the changes in registered dairy farms in Australia, per 

state, since 2006–07.  

Figure 2.5  

 
Source: Dairy Australia, In Focus 2020: The Australian Dairy Industry, p. 6. 

2.20 The Australian Competition and Consumer Commission (ACCC) stated that 

deregulation led to a ‘substantial reduction’ in the retail prices of dairy 

products, leading to reduced wholesale prices and margins for processors, 

particularly for private label drinking milk. Farmers and their representative 

groups ‘expressed their concern that Australian farmers would be more 

profitable but for this retail price behaviour and the reduced margins of 

processors’.28 

2.21 In 2017, the Senate Economics References Committee (Economics Committee) 

also observed that deregulation of the dairy industry resulted in a number of 

structural changes to the industry, including the 'significant consolidation of 

dairy farm enterprises and widespread privatisation of processors'. The 

Economics Committee continued that:  

At the same time, retail competition in the dairy product sector has 
intensified with the aggressive promotion of 'private label' or 'homebrand' 
products—exemplified by the availability of $1 per litre milk since 2011. 
While there is no argument that low retail prices have been beneficial to 
consumers' purchasing power, a significant amount of value has been 
removed from the dairy value chain which has affected the viability of 
dairy farmers and processors. 

Despite being Australia's third largest agricultural industry, many dairy 
farmers are finding it increasingly difficult to cover costs and continue in 

                                                      
28 Australian Competition and Consumer Commission, Submission 7, p. 3. 
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the industry. Over the last decade, the farm gate milk price has been 
relatively stable while the cost of production has increased significantly.29 

2.22 Although Australia is the fourth largest dairy exporter in the world, the share 

of the global dairy market supplied by Australia has fallen from around 16 per 

cent in the late 1990s, prior to deregulation, to approximately five per cent 

today.30 

The evolution of milk pricing and farm profitability since deregulation 
2.23 Australia is a major exporter and importer of dairy products and, since 2000, 

the industry has operated in an open and internationally competitive market. 

According to Dairy Australia, more than 70 per cent of milk production in 

Australia is exposed to global dairy prices.31 

2.24 Historically Australia has been considered a low-cost producer. However, in 

recent years farm cost structures have increased in response to the need to 

adapt to drier conditions as a result of drought and climate change.32 The shift 

by many farmers from pasture-based to more resource-intensive farming has 

resulted in the costs of production outstripping increases in milk prices. Feed 

and labour currently comprise 70 per cent of milk production costs.33 

2.25 As shown in figure 2.6, below, prices received by farmers around the world 

have continued to converge, with farm gate prices now more closely reflecting 

global trends due to the removal of market distorting policies, deregulation, 

and increased global trade.34 35 

                                                      
29 Senate Economics References Committee, Australia's dairy industry: rebuilding trust and a fair market 

for farmers, August 2017, p. 2, https://www.aph.gov.au/Parliamentary_Business/Committees/Senat

e/Economics/Dairyindustry/Report 

 (accessed 11 February 2020).  

30 Australian Dairy Farmers, Submission 23, p. 28; Dairy Australia, In Focus 2020: The Australian Dairy 

Industry, p. 2. 

31 Dairy Australia, In Focus 2020: The Australian Dairy Industry, p. 8. 

32 Dairy Australia, In Focus 2020: The Australian Dairy Industry, p. 4. 

33 Australian Dairy Plan 2020–2025: A bold new industry plan to deliver increased profitability, confidence 

and unity across the industry, 2020, p. 8. 

34 Dairy Australia, In Focus 2020: The Australian Dairy Industry, p. 4. 

35 Please note that Canada's dairy farmers operate in a regulated environment where prices, 

production and imports are determined according a scheme known as supply management. 

https://www.aph.gov.au/Parliamentary_Business/Committees/Senate/Economics/Dairyindustry/Report
https://www.aph.gov.au/Parliamentary_Business/Committees/Senate/Economics/Dairyindustry/Report
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Figure 2.6  

 
Source: Dairy Australia, In Focus 2020: The Australian Dairy Industry, p. 5. 

2.26 In 2019–20, Australian dairy farmers received an average of close to US$41 per 

100 kg of milk, which was above the price of major producing countries in the 

European Union and New Zealand, but below that of farmers in the United 

States. Australian farmers receive lower levels of government support 

compared to their international counterparts. Dairy Australia attributed the 

'record high domestic farmgate price' in 2019–20 to 'strong competition for 

milk between processors'.36 

2.27 The strength of the Australian dollar impacts farm gate milk prices, with 

Australian dairy farmers benefiting from a weaker Australian dollar. This is 

due to the fact that a lower Australian dollar makes exports more competitive 

and imports less competitive, all other things being equal.37 

2.28 Domestically, farm gate milk prices are determined by their milkfat and 

protein content, with different prices for each component.38 Since deregulation 

in 2000, prices within the industry have been set by supply and demand. 

Unlike many countries around the world, the Australian government has no 

legislative control over the price milk processing companies pay farmers for 

milk, and individual company returns are affected by various factors such as 

market and product mix, marketing strategies, utilisation and efficiencies in 

factory processing capacity, and exchange rate hedging policies.39 

2.29 In terms of farm profitability and financial return, as shown by figure 2.7 

below, the general trend across states has been a decline in return on assets 

from 2015–16 to 2018–19 followed by a significant upturn in 2019–20. Return 

on assets measures the efficiency with which farm expenditure has been used 

to generate profit. 

                                                      
36 Dairy Australia, In Focus 2020: The Australian Dairy Industry, p. 4. 

37 Dairy Australia, In Focus 2020: The Australian Dairy Industry, p. 8. 

38 Dairy Australia, In Focus 2020: The Australian Dairy Industry, p. 8. 

39 Dairy Australia, In Focus 2020: The Australian Dairy Industry, p. 8. 
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Figure 2.7 

Source: Dairy Australia, In Focus 2020: The Australian Dairy Industry, p. 13. 

2.30 Profitability varies between states and from year to year due to differences in 

production systems and input costs including feed and labour, climatic and 

market conditions, and levels of technical innovation and business 

management skills.40 The higher rainfall in the second half of 2019–20 saw 

lower feed costs in many states as a result of greater pasture utilisation.41 

2.31 According to the Department: 

The strongest performers in terms of average rates of return over the last 
two decades were Tasmania (3.7%), Western Victoria (3%) and South 
Australia (2.4%). In comparison, farms in subtropical dairy regions of 
Queensland and North Eastern New South Wales delivered an average 
rate of return of less than 1% over the last two decades.42 

2.32 The lower rate of return in Queensland is seen by the ACCC to reflect 

'generally higher farm cash costs and lower milk yields per cow compared to 

the southern states, which more than offset the effect of typically higher 

farmgate milk prices'.43 

2.33 In its analysis of milk prices by region (see figure 2.8 below), the Department 

noted: 

… farmgate milk prices had fallen in 2015–16 and 2016–17, in response to 
world market conditions. They subsequently rebounded in 2017–18 and 
2018–19. Opening prices in the current season are also higher due to 
competition amongst processors for limited milk supply. This indicates 
that, rather than milk prices, it has been input costs that have had the most 
significant bearing on farm profitability in the last two seasons.44 

40 Dairy Australia, Submission 14, p. 1. 

41 Dairy Australia, In Focus 2020: The Australian Dairy Industry, p. 12. 

42 Department of Agriculture, Water and the Environment, Submission 8, p. 7. 

43 Australian Competition and Consumer Commission, Dairy inquiry: Final report, April 2018, p. 23. 

44 Department of Agriculture, Water and the Environment, Submission 8, p. 8. 
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Source: ABARES Farm Survey 

2.34 Figures on milk prices by state in 2019–20 show continued growth in all states 

over the previous 12 months (see figure 2.9 below). 

Figure 2.9 

Source: Dairy Australia, In Focus 2020: The Australian Dairy Industry, p. 10. 

2.35 For the 2021 season, Dr Jared Greenville, First Assistant Secretary in the 

Department, informed the committee that data indicates that 'cash incomes for 

dairy farms are going to rise slightly'. He explained that while milk prices had 

been higher initially due to the poor seasonal conditions, 'prices have fallen, 

and we're expecting them to fall a little bit into next year, just as milk 

production increases'. However, the price falls have been offset by 'reduced 

Figure 2.8 



15 

fodder costs and other costs' brought about by the improved seasonal 

conditions.45 

Views on the current state of the dairy industry 
2.36 Evidence to the inquiry indicated that the dairy industry has faced very 

difficult times in recent years, with a number of inquiry participants 

suggesting that the industry has suffered greatly as a result of deregulation in 

2000. A selection of these views is provided below. 

2.37 In Dairy Australia's opening statement to the committee, its chair, Mr James 

Mann, highlighted the myriad issues and adverse events the industry has 

faced over the last few years and the negative impacts they have had on 

confidence: 

Dairy Australia recognises that the last few years have been extremely 
challenging for many Australian dairy farmers, with a number of 
significant events. Widespread drought has particularly added to the cost 
of feed and fodder and water, putting pressure on businesses. The milk 
price step-downs of 2016 and the demise of Murray Goulbourn have seen a 
significant erosion of trust in the Australian industry supply chain. The 
recent bushfires have had an enormous impact on farmers, particularly on 
the South Coast of New South Wales, East Gippsland and north-east 
Victoria. Continuing retail price discounting of dairy has capped returns 
for many dairy farmers, particularly in the fresh milk states, and have left 
farmers feeling that their product has been devalued. 

These events have collectively smashed farmer margins and depleted 
farmer confidence, leading many to question their future in the industry.46 

2.38 Mr Colin Thompson, the chair of the Dairy Committee of NSW Farmers, 

highlighted in his evidence to the committee that Australian dairy products 

are highly regarded and trusted globally, and that Australia is known for its 

efficient production, clean image, and food safety. Notwithstanding this, he 

argued for a role for government in supporting businesses and investing to 

bring about growth in the industry. Mr Thompson also echoed the dismay 

expressed by a number of farmers that retail price discounting had devalued 

dairy products: 

The discounting of white milk is having not only a devastating financial 
effect on farmers and their families but also a psychological one, as 
farmers, many of whom are struggling to cope with a crippling drought, 
exorbitant feed prices and bushfires, see their high-quality product 

45 Dr Jared Greenville, Acting First Assistant Secretary, Department of Agriculture, Water and the 

Environment, Committee Hansard, 2 March 2021, p. 20. 

46 Mr James Mann, Chair, Dairy Australia, Committee Hansard, 23 July 2020, p. 65. 
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devalued in such a way, used as a loss leader and sold more cheaply than 
bottled water.47 

2.39 Mr Graham Forbes, president of the Farmers Group of Dairy Connect, an 

advocacy body, commented on the additional price pressures arising from 

competition by importers: 

Our industry is coming under considerable pressure from New Zealand 
imports being sold at prices well below that of the retail price in New 
Zealand. It's effectively dumping with deceptive labelling, and it's really 
pulling our industry back.48 

2.40 Ms Annabelle Johnson, Head of Policy and Advocacy at NSW Farmers, 

focused further on the issue of competition and stated that there would be no 

single solution to resolve the challenges facing dairy farmers: 

Domestically, there's a competition issue. That's why we keep coming back 
to—there's not going to be one solution for the dairy industry; there is 
going to be a range of solutions, and competition reform lies at the core. So 
many of these issues can come back to: there's a competition imbalance, 
and the way that our competition framework is framed, it's not focusing on 
the right things. It's not setting the right tests to be able to recognise the 
imbalance and the unfairness in the negotiations, in the way that the 
relationships operate.49 

2.41 The national policy and advocacy body, Australian Dairy Farmers (ADF), 

acknowledged that there is no single solution to improve dairy farm 

profitability and competitiveness. Mr Terry Richardson, the president of ADF, 

noted the large number of reviews and inquiries into the industry over the past 

decade and indicated that the government's pursuit of free trade agreements 

has been welcomed by the industry.50 He did, however, outline a number of 

issues and events that have impacted on profitability since deregulation. 

Specifically he stated that: 

… farm profitability and competitiveness have been impacted in a number 
of ways. We [ADF] do recognise that drought; increasing costs, such as 
electricity; the introduction of aggressive promotion of private-label or 
home-brand products by supermarkets; world price volatility; and the 
international dairy price downturn in the 2015–16 year by the dairy 
processors have had a deep impact on farm profitability. Additionally, 
farmgate price growth has not kept up with costs.51 

47 Mr Colin Thompson, Dairy Committee Chair, NSW Farmers, Committee Hansard, 19 June 2020, 

pp. 10–11. 

48 Mr Graham Forbes, President, Farmers Group, Dairy Connect, Committee Hansard, 19 June 2020, 

p. 1.

49 Ms Annabel Johnson, Head of Policy and Advocacy, NSW Farmers, Committee Hansard, 

19 June 2020, p. 17. 

50 Mr Terry Richardson, President, Australian Dairy Farmers, Committee Hansard, 19 June 2020, p. 20. 

51 Mr Terry Richardson, President, Australian Dairy Farmers, Committee Hansard, 19 June 2020, p. 20. 
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2.42 A number of farmers pointed to inadequacies in the structure and 

responsiveness of dairy industry institutions and expressed a desire for 

transformational change to place the industry on a 'productive, profitable and 

sustainable footing'.52 Mr Thompson stated that: 

Some of our institutions have been in place for a long time. Frankly, they 
have not kept up with the pace of the changing scene of dairy—in 
particular, the reduction of production and the number of farms that are 
still operating. And so, through the Australian Dairy Plan, we are 
proposing a restructure of our industry bodies—in particular, merging 
RD&E [research, development and extension] with advocacy and forming 
one organisation that is far more streamlined, efficient and effective.53 

2.43 Mr Eric Danzi from Queensland Dairyfarmers' Organisation agreed on the 

need for structural change at both a regional and national level: 

Clearly, at the moment, the industry structure really is broken and not 
acting in the best interests of farmers, and that goes right across to the 
issues of funding and advocacy and getting bang for the buck, and there 
are clearly issues in getting good delivery out of Dairy Australia. 
Transformational change to the structure is really the only option to fix 
those issues.54 

2.44 Mr Matthew Trace, a dairy farmer from the Sunshine Coast, vice-president of 

the Queensland Dairyfarmers' Organisation, and a director of Subtropical 

Dairy and Norco, spoke about the need for change in the northern dairy 

industry. He also provided two high-level options for the government to 

pursue. Specifically, he said: 

The northern dairy industry is at a critical stage where a new strategy and 
direction is required or the industry will largely fade and perish. This has 
been coming since deregulation, and we require a specific advocacy and 
RD&E, as in research development and extension, strategy for the northern 
industry—and by the northern industry I mean Queensland and New 
South Wales. 

Either government needs to take a path to regulation, which we know 
works for certain, or it needs to support the industry to solve these 
problems itself by supporting a new industry structure where the farmers' 
own money currently collected in levies can be used effectively to fix our 
own problems in our own regions.55 

52 Mr Colin Thompson, Dairy Committee Chair, NSW Farmers, Committee Hansard, 19 June 2020, 

p. 10.

53 Mr Colin Thompson, Dairy Committee Chair, NSW Farmers, Committee Hansard, 19 June 2020, 

p. 15.

54 Mr Eric Danzi, Chief Executive Officer, Queensland Dairyfarmers' Organisation, Committee 

Hansard, 19 June 2020, p. 30. 

55 Mr Matthew Trace, Committee Hansard, 23 July 2020, p. 57. 
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2.45 A number of witnesses focused on problems in the Queensland dairy industry 

following deregulation. Mr John Cochrane from Kenilworth Dairies stated that 

Queensland has lost 83 per cent of its farmers in the last 20 years.56 Mr Peter 

Garratt, the chair of Premium Milk Group, expressed concern for the future of 

the industry given that many farmers had made the decision to leave as 'the 

economics of our industry simply didn't add up'. He highlighted for the 

committee the decline in the number of dairy farms in Queensland over the 

last two decades: 

Back then [before deregulation], Queensland was home to more than 
1,500 dairy farms—almost entirely family farms that had supported 
multiple generations. We now have fewer than 300 farms left in 
Queensland. … With milk production in Queensland to 30 June 2020 at 310 
million litres and packaged milk sales of approximately 570 million litres, 
there is a deficit of 260 million litres.57 

2.46 Mr Ken Bryant from the Far North Coast Dairy Industry Group spoke about 

the failure of deregulation and the reliance of market forces to provide an 

adequate price for farmers:  

Dairy deregulation in 2000 was meant to let market forces operate in the 
fresh milk market and let supply and demand set the price. In our [Far 
North Coast Dairy Industry Group] view, this has been a complete failure, 
as for most of the subsequent years farmers have not received an adequate 
price, and thus the contraction in the industry in the northern dairy 
regions.58 

2.47 Mr John Dahlsen, an advocate for a sustainable dairy industry, supported Mr 

Bryant's conclusion by stating: 'I think it has been accepted by everyone that 

the market has failed and there should be intervention'.59 Mr Dahlsen then 

highlighted the major issue in the industry as he sees it: 

I think the core of the issue is that the retail oligopoly is abusing its 
position and as a consequence the consumers are subsidising dairy 
farmers. I think you solve a problem at the core, which is that the retailers 
are not paying a fair price.60 

2.48 Mr Ross McInnes, a Queensland farmer who has had a long association with 

the dairy industry, agreed with this point by stating: 'the supermarket duopoly 

has created a dysfunctional market for the Queensland dairy industry'.61 This 

56 Mr John Cochrane, Committee Hansard, 23 July 2020, p. 29. 

57 Mr Peter Garratt, Chair, Premium Milk Group, Committee Hansard, 23 July 2020, p. 20. 

58 Mr Ken Bryant, Executive Member, Far North Coast Dairy Industry Group, Committee Hansard, 

23 July 2020, p. 35. 

59 Mr John Dahlsen, Committee Hansard, 23 July 2020, p. 56. 

60 Mr John Dahlsen, Committee Hansard, 23 July 2020, p. 57. 

61 Mr Ross McInnes, Committee Hansard, 23 July 2020, p. 40. 
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was further supported by the chair of Premium Milk Group, Mr Peter Garratt, 

who said:  

… the retailers are continuing to use their power within the market to keep 
pricing at very low levels to fulfil their promise of delivering value to their 
customers, at the expense of the farming community.62 

2.49 Mr Andrew Burnett, chair of the Dairy Farmers Milk Cooperative, spoke about 

the national retail pricing approach used by retailers and how it is used as a 

marketing tool and loss-leader: 

The dairy industry has been impacted materially from this national retail 
pricing approach. Acknowledging the different farming systems, farm 
sizes, regional areas, climatic issues et cetera equals a greater production 
cost. Queensland does have a farmgate price some 15c higher than that in 
Victoria. When you couple that with a large regional footprint driving 
distribution costs even higher, the fresh milk supply chain is just not 
sustainable. The national retail price is actually lower than the cost to 
supply and process the milk in this state, and in turn farmers are losing 
millions of dollars annually.63 

2.50 Summing up, Mr Burnett said: 

… the big retailers have developed national pricing strategies where 
generic milk is priced at the same price regardless of cost to production, 
inbound or outbound logistics, or regional and metropolitan locations. To 
ensure a viable dairy industry and sustainable supply chain throughout, 
something must change, otherwise more farmers will exit, along with 
processors exiting.64 

2.51 The idea of paying a fair, or sustainable, price was touched on by Mr Ross 

Hopper, the owner of processor Melany Dairies. He indicated the importance 

of paying the right price to ensure the farmers supplying him can sustain their 

businesses into the future: 

With our farmers, we know that, if we pay them the right price, they're 
going to give us good quality milk, they'll be sustainable and there's a 
future for them. If we don't look after them, well, we won't have a future 
and I won't have a business. Therefore, I've got to do the right thing by 
them and get the price up.65 

2.52 Ms Vittoria Bon, Government and Industry Relations Manager of Coles Group, 

while acknowledging the challenges facing the dairy industry, took issue with 

the perception of the central role of retailers as influencers of farmgate prices:  

62 Peter Garratt, Chair, Premium Milk Group, Committee Hansard, 23 July 2020, p. 20. 

63 Mr Andrew Burnett, Chair, Dairy Farmers Milk Cooperative, Committee Hansard, 23 July 2020, 

p. 39.

64 Mr Andrew Burnett, Chair, Dairy Farmers Milk Cooperative, Committee Hansard, 23 July 2020, 

pp. 39–40. 

65 Mr Ross Hopper, Melanie Dairies, Committee Hansard, 23 July 2020, p. 51. 
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There is often misinformation that Australia's retailers dictate farmgate 
milk pricing paid by processors. This does not occur at Coles. The dairy 
processors we utilise set the farmgate price. Our contract with processors 
comprise of the farmgate milk price and manufacturing costs. The 
farmgate milk price is a key determinant of the cost price of milk. This is 
set by processors independently of Coles. In 2010 we introduced into our 
contracts a cost movement mechanism whereby, if processors submit an 
increased farmgate price, Coles will pay the extra cost. Whether this 
additional cost is ultimately passed on to our customers or whether we 
absorb the additional cost is a matter for Coles.66 

2.53 In a research paper submitted to the inquiry, Mr David Beca stated that 

farmers cannot rely on higher milk prices in the future and must focus on low-

cost production systems to return to sustainable levels of profitability: 

Regardless of the challenges, it is important that Australian dairy farmers 
do adopt low cost of production systems as this would appear to be the 
only avenue for these farmers, and the dairy industry as a whole, to return 
to sustainable levels of profitability. Significant improvements in milk 
price in the future are unlikely as Australian milk prices have been 
consistently competitive with international milk prices over the last 
20 years.67 

2.54 In contrast to the general view provided by other witnesses regarding the state 

of the industry, Mr Jared Greenville, an assistant secretary from the 

Department, stated that since deregulation, and the withdrawal of government 

support, the majority of the industry has remained profitable and has become 

internationally competitive with farmers around the world, including those 

from New Zealand. He also noted that, at the height of the regulated system, 

around 60 per cent of farmer revenue came from government transfers or 

subsidies.68 

2.55 Individual farmers were also keen to emphasise to the committee that they 

were positive for the future of dairy farming, that while it was ‘hard work’, 

there were rewards and financial returns, regular monthly cash flows, a 

‘strong community, healthy lifestyles’, and that through building skills and 

knowledge they have been able to ‘capitalise on any and every opportunity’ 

that arose.69 Ms Karrinjeet Singh-Mahil, a farmer in south-west Victoria, was 

concerned about ‘the negativity that’s been coming across and that is 

presenting this industry as an outdated, old-fashioned industry that is not 

making a positive contribution and needs to be managed to its grave’. She 

66 Ms Vittoria Bon, Government and Industry Relations Manager, Coles Group, Committee Hansard, 

5 December 2019, p. 1. 

67 Mr David Beca, Submission 30, p. 162. 

68 Mr Jared Greenville, Assistant Secretary, Department of Agriculture, Water and the Environment, 

Committee Hansard, 19 June 2020, p. 50. 

69 Ms Shannon Notter and Mrs Lisa Dwyer, Committee Hansard, 15 September 2020, pp. 23, 24. 
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added that while ‘there are lots of things government can do to support 

agriculture, there was also ‘a huge amount of opportunity and cause for 

optimism about the role the Australian dairy industry will continue to play 

into the future’.70 

70 Ms Karrinjeet Singh-Mahil, Committee Hansard, 15 September 2020, p. 24. 
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Chapter 3 

Dairy Australia 

3.1 A key consideration of the inquiry was whether Dairy Australia was able to 

deliver independence; an ability to support the interests of both farmers and 

processors; and effective research, development and extension (RD&E) 

activities for the dairy industry. This chapter discusses the role, structure, 

funding and effectiveness of Dairy Australia. 

3.2 Since the commencement of the inquiry a new strategic plan for the dairy 

industry, the Australian Dairy Plan 2020–2025 (Dairy Plan), was released. 

Dairy Australia has been one of four industry organisations involved in the 

development of the Dairy Plan, which encompasses significant reforms to 

industry structures and the delivery of policy, advocacy and RD&E. The Dairy 

Plan is discussed in detail in chapter 6. 

Background 
3.3 The research and development corporation (RDC) system was introduced in 

1989 in recognition of the importance of adopting best practice across industry 

at a time when government assistance was being systematically reduced.1 The 

RDCs allowed government to co-invest with primary producers in research 

and development to help drive innovation and efficiencies. 

3.4 Dairy Australia is an industry-owned RDC and operates as a not-for-profit 

public company incorporated under the Corporations Act 2001.2 It is governed 

by a constitution, a skills-based board of directors, and a statutory funding 

agreement with the government.3 

3.5 The relationship between RDCs and the Australian Government is largely one 

of regulatory oversight. The Minister for Agriculture administers the enabling 

legislation and the Department of Agriculture, Water and the Environment 

(the Department) assists RDCs meet their legislative requirements, administers 

the flow of levy funds from primary producers used to partially fund the 

RDCs and advises the Minister on RDC-related matters. The Department does 

not direct RDCs in their day-to-day operations.4 However, the statutory 

1 Department of Agriculture, Water and the Environment, Submission 8, p. 11. 

2 Department of Agriculture, Water and the Environment, Submission 8, p. 11. 

3 Department of Agriculture, Water and the Environment, Submission 8, p. 11. 

4 Department of Agriculture, Water and the Environment, Rural Research and Development 

Corporations—'The department's role', https://www.agriculture.gov.au/ag-farm-

food/innovation/research_and_development_corporations_and_companies#the-departments-role 

(accessed 24 September 2020). 

https://www.agriculture.gov.au/ag-farm-food/innovation/research_and_development_corporations_and_companies
https://www.agriculture.gov.au/ag-farm-food/innovation/research_and_development_corporations_and_companies
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funding agreement ‘allows for the performance of the RDC to be reviewed by 

the Commonwealth and, in circumstances where issues are identified, the 

ability for appropriate responses to be developed’.5 

3.6 According to the Department, industry-owned RDCs were formed not only in 

response to the government's deregulation agenda, but also a desire by 

industry to have greater control over investment decisions affecting them.6 

3.7 Due to the co-funded approach between government and industry, RDCs are 

prohibited from engaging in certain activities. For example, Dairy Australia 

must not use funds to engage in agri-political activity or act as, or imply that it 

is, an industry representative body.7 These restrictions result in Dairy Australia 

being unable to campaign for particular policies, such as price regulation, and 

represent the views of industry on such matters.8 

3.8 The context in which Dairy Australia operates, and its constituent regional 

development programs (regional offices), is shown in figure 4.1 below. 

Figure 3.1 Dairy industry organisational structure 

Source: Dairy Australia, Dairy Australia Constitution and services, https://www.dairyaustralia.com.au/about-

dairy-australia/about-the-organisation/what-we-do/dairy-australia-constitution-and-services (Accessed 11 

July 2020) 

5 Dairy Australia and Department of Agriculture and Water Resources, Statutory Funding Contract 

2017–2021, https://www.awe.gov.au/sites/default/files/2020-01/dairy-australia-2017-21-funding-

agreement.pdf (viewed 26 October 2021), p. 4. 

6 Department of Agriculture, Water and the Environment, Submission 8, p. 11. 

7 Department of Agriculture, Water and the Environment, Submission 8, p. 11. 

8 Department of Agriculture, Water and the Environment, Submission 8, p. 11. 

https://www.dairyaustralia.com.au/about-dairy-australia/about-the-organisation/what-we-do/dairy-australia-constitution-and-services
https://www.dairyaustralia.com.au/about-dairy-australia/about-the-organisation/what-we-do/dairy-australia-constitution-and-services
https://www.awe.gov.au/sites/default/files/2020-01/dairy-australia-2017-21-funding-agreement.pdf
https://www.awe.gov.au/sites/default/files/2020-01/dairy-australia-2017-21-funding-agreement.pdf
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3.9 Dairy Australia's purpose is to support the profitability and sustainability of 

dairy farming by providing practical tools, services and advice to assist 

farming operations and the dairy supply chain.9 To achieve these goals, it 

invests in innovation which aims to increase farm productivity and the global 

competitiveness of the Australian dairy industry.10 

3.10 Dairy Australia has three strategic priorities:11 

 Strategic priority 1 – profitable dairy farms 

 Strategic priority 2 – capable people 

 Strategic priority 3 – trusted dairy industry. 

3.11 In 2019–20, Dairy Australia allocated its funding across the three strategic 

priorities and programs, in accordance with figure 4.2 below. 

Figure 3.2 Dairy Australia's funding allocation across strategic programs 

Source: Dairy Australia, Annual Report 2019–20, p. 19. 

3.12 In 2019–20 approximately 80 per cent of Dairy Australia's expenditure was 

spent on activities which qualified as RD&E under the government's matching 

funding criteria.12 See figure 4.3, below, for a breakdown across priorities. 

9 Dairy Australia, Annual Report 2019–20, p. 14. 

10 Dairy Australia, Annual Report 2019–20, p. 14. 

11 Dairy Australia, About Dairy Australia: What we do, https://www.dairyaustralia.com.au/about-

dairy-australia/about-the-organisation/what-we-do (Accessed 10 June 2020). 

12 Dairy Australia, Annual Report 2019–20, p. 20. 

https://www.dairyaustralia.com.au/about-dairy-australia/about-the-organisation/what-we-do
https://www.dairyaustralia.com.au/about-dairy-australia/about-the-organisation/what-we-do
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Figure 3.3 Rural RD&E priorities, and science and research priorities 

Source: Dairy Australia, Annual Report 2019–20, p. 20. 

The government's review of rural research and development 

corporations 
3.13 In 2019–20 the government undertook a review of the agricultural research and 

development system, which included Dairy Australia, and in September 2019 

issued a discussion paper seeking contributions from industry, business, and 

the community for its improvement and modernisation.  

3.14 RDCs were described in the discussion paper as the 'cornerstone' of the 

agricultural innovation system: 

They have been instrumental in underpinning the profitability and 
productivity of Australia’s agricultural industries for four decades. The 
public–private co-investments made through the corporations [are] 
integral to the future of the system. 
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It is in our national interest to consider reforms to ensure our primary 
producers are best positioned for the 21st century. This needs to be a 
collaborative endeavour.13 

3.15 The discussion paper identifies a number of broad-scale 'megatrends' affecting 

agricultural innovation which are relevant to the Australian dairy industry. 

These are shown in figure 4.4 below.  

Figure 3.4 Megatrends affecting agricultural innovation 

Source: Department of Agriculture, Modernising the Research and Development Corporation system: Discussion 

paper, p. 6. 

3.16 The discussion paper also stated the requirements the government believes are 

necessary for a modern RDC system. Specifically, such a system needs to: 

 be future ready and responsive to change in an increasingly complex global 

environment; 

 deliver value for levy payers and taxpayers; 

 focus on turning research into tangible benefits for producers; 

 take advantage of available R&D innovation and entrepreneurship 

opportunities; 

 enable producers to remain competitive in the global market; 

 deliver real profitability gains to the farm gate; and 

 provide a strong and cohesive voice for industry.14 

13 Department of Agriculture, Modernising the Research and Development Corporation system: Discussion 

paper, p. iii. 
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3.17 Following the release of the discussion paper, the Department received more 

than 180 submissions through its online forms. These submissions provided 

the government with a number of key messages from stakeholders, including: 

 a one-size-fits-all approach is not appropriate for issues within the RDC 

system; 

 the commodity-specific nature of the RDC system supports tailored 

approaches for particular industries and direct engagement with levy 

payers;  

 early and on-going engagement with farmers will ensure research is 

targeted to onfarm needs; 

 better mechanisms are needed to communicate research outcomes to the 

sector; and 

 advocacy could risk the credibility of RDC evidence and research.15 

3.18 The government will consider the feedback in a national agricultural 

innovation policy statement to be released in the first half of 2021.16 

3.19 In addition to the recent review, over the last decade a number of prior 

reviews and inquiries have been undertaken to help identify the needs of a 

modern RDC system.17 These identified a number of reforms which could also 

improve the existing system: 

 An increase investment in cross-sectoral and transformative R&D could 

enable the step change in productivity needed to remain ahead of 

Australia's competitors. 

 Better collaboration and structures could reduce duplication. 

 Consolidate planning and procuring research could increase efficiency. 

 More of Australia's R&D outcomes could be commercialised. 

 More levy-payer involvement in priority setting could drive uptake of R&D 

on farm. 

 Returns to producers at the farm gate from their levy payments could be 

clearer. 

 New models could deliver higher-quality industry advocacy.18 

14 Department of Agriculture, Modernising the Research and Development Corporation system: Discussion 

paper, September 2019, p. 5. 

15 Department of Agriculture, Modernising the Research and Development Corporation system: Discussion 

paper, Public submission report, September 2020, pp. 1–2. 

16 Department of Agriculture, Water and the Environment, National Agricultural Innovation Agenda, 

https://www.agriculture.gov.au/ag-farm-food/innovation/national-ag-innovation-

agenda#national-agricultural-innovation-policy-statement (accessed 24 September 2020). 

17 See page 6 of the discussion paper for further details on the case for change. 

18 Department of Agriculture, Modernising the Research and Development Corporation system: Discussion 

paper, p. 7. 

https://www.agriculture.gov.au/ag-farm-food/innovation/national-ag-innovation-agenda
https://www.agriculture.gov.au/ag-farm-food/innovation/national-ag-innovation-agenda
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Independence and the ability to support the interests of both farmers 

and processors 

Corporate structure of Dairy Australia 

Membership 

3.20 Dairy Australia states that its ability to act independently and support the best 

interests of farmers and processors is underpinned by its membership and 

decision rights.19 It currently divides its membership into two groups: Group A 

and Group B. 

3.21 Group A membership consists of levy-paying dairy farmers who elect to 

become members of Dairy Australia. This membership entitles them to vote on 

key decisions, including elections to Dairy Australia's board of directors and 

changes to Dairy Australia's constitution.20 

3.22 Dairy Australia states that all farmers who pay the levy are encouraged to 

become Group A members and have a say in the direction of the company.21 It 

also states that under the Corporations Act Dairy Australia 'cannot require any 

farmer to be a member of an organisation without their consent'.22 

3.23 Dairy Australia states that there are currently 3587 members, representing 

63 per cent of known active dairy enterprises. The total of both nominated and 

joint members is 6737.23 

3.24 Group B membership comprises the dairy industry's representative bodies: 

Australian Dairy Farmers (ADF) and the Australian Dairy Products Federation 

(ADPF). Group B membership provides for representation on the Board 

Selection Committee, but provides no voting rights.24 

3.25 ADF describes itself as 'the national policy and advocacy body providing 

collective representation for dairy farmers in Australia' and is funded by its 

members, income collected on investments and a funding agreement with the 

Australian Government to deliver specific projects.25 Its membership is 

voluntary and comprises six state dairy farmer organisations: 

19 Dairy Australia, Submission 14, p. 3. 

20 Dairy Australia, Submission 14, p. 3. 

21 Dairy Australia, Who we are – Our members, https://www.dairyaustralia.com.au/about-dairy-

australia/about-the-organisation/who-we-are/members (Accessed 11 July 2020). 

22 Dairy Australia, Additional information responding to comments made in the hearing of 2 March 

2021, received 5 March 2021. 

23 Dairy Australia, Submission 14, p. 3. 

24 Dairy Australia, Submission 14, p. 3. 

25 Australian Dairy Farmers, Building a brighter future together: Annual report, 2019–20, p. 5. 

https://www.dairyaustralia.com.au/about-dairy-australia/about-the-organisation/who-we-are/members
https://www.dairyaustralia.com.au/about-dairy-australia/about-the-organisation/who-we-are/members
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 NSW Farmers' Association Dairy Committee; 

 Queensland Dairyfarmers' Organisation; 

 South Australian Dairyfarmers' Association; 

 Tasmanian Farmers & Graziers Association Dairy Council; 

 Victorian Farmers Federation United Dairyfarmers of Victoria; and 

 Western Australian Farmers' Federation Dairy Council.26 

3.26 The ADPF represents commercial non-farm members of the Australian dairy 

industry (processors), and promotes their interests to state governments, the 

Australian government, and other sectors of the community. Membership of 

the ADPF is voluntary and it is funded by membership fees.27 

Board of directors 

3.27 Dairy Australia's board of directors (the Board) consists of eight non-executive 

directors and a managing director.28 Dairy Australia's constitution states that at 

least four directors must have milk producer skills. A third of the positions on 

the Board are vacated each year and an election is held to fill the vacancies.29 

3.28 To determine nominations for any vacant positions, Dairy Australia has 

created the Board Selection Committee (the Selection Committee). The 

Selection Committee comprises two members from the industry representative 

body for dairy farmers (ADF); two members from the industry representative 

body for processors (ADPF); and one Dairy Australia board member.30 

3.29 The purpose of the Selection Committee is to identify and nominate candidates 

for the Board based on identified skill vacancies.31 The Selection Committee 

may engage external executive search firms to advertise vacancies and shortlist 

prospective candidates. The Selection Committee can make one nomination for 

each vacancy.32 

3.30 A second method of obtaining nominations for the Board is to seek the support 

of Group A members. If a prospective candidate receives the support of 100 

Group A members, the nomination is referred to the Selection Committee so 

                                                      
26 Dairy Australia, Who we are – Our members, https://www.dairyaustralia.com.au/about-dairy-

australia/about-the-organisation/who-we-are/members (Accessed 11 July 2020). 

27 Dairy Australia, Who we are – Our members (Accessed 11 July 2020). 

28 Dairy Australia, Who we are – Our Board, https://www.dairyaustralia.com.au/about-dairy-

australia/about-the-organisation/who-we-are/board (Accessed 4 August 2020). 

29 Dairy Australia, Constitution of Dairy Australia Limited, pp. 25, 30.  

30 Dairy Australia, Submission 14, p. 3. 

31 Dairy Australia, Submission 14, p. 3. 

32 Constitution of Dairy Australia Limited, subsection 28.4(b). 

https://www.dairyaustralia.com.au/about-dairy-australia/about-the-organisation/who-we-are/members
https://www.dairyaustralia.com.au/about-dairy-australia/about-the-organisation/who-we-are/members
https://www.dairyaustralia.com.au/about-dairy-australia/about-the-organisation/who-we-are/board
https://www.dairyaustralia.com.au/about-dairy-australia/about-the-organisation/who-we-are/board
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that it may review the candidate's skills and experience to determine the 

position the candidate should stand for.33 

3.31 After finalising nominations, Dairy Australia holds an annual general meeting 

where Group A members vote on the nominated board candidates, with a 

minimum of 50 per cent of votes required for a director to be successfully 

elected to the Board. Group B members do not have voting rights.34 

Dairy Australia Independent Performance Review 2020/21 
3.32 Under Dairy Australia’s statutory funding contract (SFC) with the Australian 

Government, an independent performance review must be conducted every 

four years. Matters considered in performance reviews include the extent to 

which Dairy Australia has met its statutory and contractual obligations and 

targets under its strategic plan; governance arrangements and practices; and its 

consultation of, and delivery of benefits to, members and levy payers and their 

representative bodies.  

3.33 The review covering the period 2017–20 was conducted by Anwen Lovett 

Consulting and completed in early 2021. 

3.34 The review made a number of recommendations aimed at maintaining 

effective communication with all levy payers. The review acknowledged that 

while there was ‘a majority of dairy farmer support for the work done by 

Dairy Australia’, there was also ‘an active group of Dairy Australia detractors 

who do not believe Dairy Australia meets their dairy farming needs’.35 

3.35 The review noted that with the reform of industry structures under the 

Australian Dairy Plan, industry recognition of the distinction between the 

service provision role of Dairy Australia and the representation function of the 

ADF and ADPF could pose challenges: 

When farmers pay levies, it is with an expectation of full-service delivery 
and returns in all of the areas important to them … The independent 
review has concerns that if levy payer desires are not met, the unjustified 
responsibility pointed at Dairy Australia could be significant.36 

3.36 It review also stated that the benefits of Dairy Australia's research, 

development and extension partnerships were ‘poorly understood’ by 

stakeholders and suggested that Dairy Australia put in place formalised 

                                                      
33 Dairy Australia, Submission 14, p. 4. 

34 Dairy Australia, Submission 14, pp. 3–4. 

35 Dairy Australia/Anwen Lovett Consulting, Dairy Australia Limited: Independent Performance Review 

2020/21 Final Report, 2021, p. 11. 

36 Dairy Australia/Anwen Lovett Consulting, Dairy Australia Limited: Independent Performance Review 

2020/21 Final Report, 2021, p. 11. 
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arrangements to strengthen advice and feedback received from its regional 

development programs about regional research and development priorities.37 

3.37 While the review made no specific recommendations on the governance of 

Dairy Australia, with regard to the skills and recruitment of board members, 

the review noted that the reviewers considered the 'processes around ensuing 

the right mix of skills and experience fully satisfy Dairy Australia’s SFC 

requirements'.38 

Views on independence and the ability to support the interests of farmers and 

processors 
3.38 Inquiry participants expressed a variety of views on Dairy Australia's structure 

and responsibilities across the dairy supply chain. The most contested issue 

was whether Dairy Australia should, or was able to, provide services to 

support the interests of both farmers and processors. 

3.39 Rabobank Australia, a financial services firm for the agricultural industry, 

highlighted the need for upskilling farm operators and having a continued 

focus on capability and performance. In doing so, it recognised the important 

role that Dairy Australia plays through its investments across the dairy supply 

chain and by promoting coordination and collaboration.39 

3.40 Norco, a dairy cooperative located in northern New South Wales, in its 

submission to the inquiry, stated that a transformation is required to provide 

better support and services to all dairy businesses.40 It contended that the work 

undertaken by Dairy Australia, and others, in developing the Australian Dairy 

Plan41 is a 'positive step for the industry'.42 

3.41 The South Australian Dairyfarmers' Association (SADA) noted that, as levies 

are paid by dairy farmers, there is an expectation that Dairy Australia take a 

stronger advocacy role within the industry. SADA identifies the risks involved 

with this approach, and concluded that 'advocacy should remain within the 

ambit of the SDFOs [state dairy farming organisations] and ADF'.43 

                                                      
37 Dairy Australia/Anwen Lovett Consulting, Dairy Australia Limited: Independent Performance Review 

2020/21 Final Report, 2021, pp. 11–12. 

38 Dairy Australia/Anwen Lovett Consulting, Dairy Australia Limited: Independent Performance Review 

2020/21 Final Report, 2021, p. 20. 

39 Rabobank Australia, Submission 12, [p. 2]. 

40 Norco Cooperative, Submission 24, p. 3. 

41 The Australian Dairy Plan is discussed in chapter 6 of this report. 

42 Norco Cooperative, Submission 24, p. 3. 

43 South Australian Dairyfarmers' Association, Submission 26, [p. 3]. 
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3.42 Mr Graham Forbes, president of the Farmers Group of Dairy Connect, pointed 

out that there were misunderstandings among farmers on the role of Dairy 

Australia and its ability to undertake advocacy: 

I think a lot of farmers don't understand the structures that operate within 
the dairy industry. There's still quite an amount of confusion there. Dairy 
Australia is an RD&E organisation, not an advocacy or a policy-developing 
organisation. I think a lot of farmers don't understand that.44 

3.43 The peak representative body for dairy farmers in Victoria, the United 

Dairyfarmers of Victoria (UDV), expressed the view that Dairy Australia does 

act in the best interests of both farmers and processors. UDV stated that Dairy 

Australia's role is not to maintain the profitability of individual farms, but to 

'provide farmers with the tools to assist with their business' short and long 

term viability'.45 

3.44 UDV noted that, as an organisation funded by taxpayers and levy payers, 

Dairy Australia should not act independently of these stakeholders and that 

stakeholders should be able to influence where their monies are spent.46 Given 

this, UDV recommended that processors should co-invest in relevant research, 

development, and extension activities undertaken by Dairy Australia.47 

3.45 Farmer Power, a Victorian-based group established in 2013 to promote the 

interests of farmers,48 advised that an independent review of Dairy Australia is 

overdue, and that such a review is essential to determine whether the 

government and levy-paying farmers are receiving value for money.49 

3.46 In its submission to the inquiry, Farmer Power made the following points 

regarding Dairy Australia: 

 Dairy processors do not contribute to the operational costs of Dairy 

Australia; however, they appear to be over-represented on the board of 

directors. 

 Dairy Australia's constitution provides for dairy processors and major 

industry bodies to have undue influence in the selection of board members. 

                                                      
44 Mr Graham Forbes, President, Farmers Group, Dairy Connect, Committee Hansard, 2 March 2021, 

p. 5. 

45 United Dairyfarmers of Victoria, Submission 20, [p. 2]. 

46 United Dairyfarmers of Victoria, Submission 20, [p. 1]. 

47 United Dairyfarmers of Victoria, Submission 20, [p. 2]. 

48 Farmer Power, About Farmer Power, http://farmerpower.org.au/farmerpower/index.html (Accessed 

4 August 2020). 

49 Farmer Power, Submission 17, p. 1. 
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 Dairy Australia's activities are not in the best interests of dairy farmers as its 

activities have not addressed key concerns around farm gate price, direct 

sale to consumers, and the elimination of restrictive trade practices.50 

3.47 In his submission to the inquiry, Mr Kevin Ashworth claimed that Dairy 

Australia is run by the processors, and that its ability to act independently 'has 

been seriously eroded since its formation'.51 Further, he states that information 

gathered by Dairy Australia 'is portrayed in their favour' and 'not 

representative of the actual position of farmers'. He argues that spending is 

structured in a way that makes Dairy Australia 'appear constructive but with 

no return, nor benefit to the farmer'.52 

3.48 In assessing Dairy Australia's ability to act independently and support the 

interests of both farmers and processors, ADPF, the peak body for non-farm 

industry members, noted in its submission that 'while DA [Dairy Australia] 

may consider the 'whole of chain' impact, its leadership is farmer-centric and 

cannot offer independence'.53 This position was also endorsed by Fonterra 

Australia, a member of ADPF and a New Zealand-owned processor.54 

3.49 In their submission to the inquiry, the Far North Coast Dairy Industry Group 

(FNCDIG) indicated that farmers are disenfranchised with industry bodies, 

such as Dairy Australia, and are calling for major change. Specifically, they 

said: 

Dairy farmers … made it very clear their industry needs major changes at 
all levels including Dairy Australia. Our industry is shrinking and dairy 
farmers are demanding that change is necessary for our future. The 
profitability of our industry has been declining and farmers are 
disenfranchised with industry bodies that should have been protecting and 
growing the interests of farmers.55 

3.50 Queensland Dairyfarmers' Organisation (QDO) submitted that Dairy Australia 

does not support the best interests of the dairy industry.56 The executive 

officer, Mr Eric Danzi, stated that tropical and subtropical dairying regions 

required specific research to improve farming efficiency and indicated that, 

currently, there was insufficient investment in RD&E for these dairying 

                                                      
50 Farmer Power, Submission 17, p. 1. 

51 Mr Kevin Ashworth, Submission 25, [p. 1]. 

52 Mr Kevin Ashworth, Submission 25, [p. 1]. 

53 Australian Dairy Products Federation, Submission 19, p. 3. 

54 Fonterra Australia, Submission 22, [pp. 1–2]. 

55 Far North Coast Dairy Industry Group, Submission 21, [p. 1]. 

56 Queensland Dairyfarmers Organisation, Submission 2, p. 1. 
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regions.57 QDO president, Mr Brian Tessmann, indicated that this lack of 

specific research may be a result of farmers and farmer organisations having 

insufficient control over Dairy Australia's operations. In evidence to the 

committee he stated that:  

Our feeling is that the set-up of Dairy Australia is not really a democratic 
process as we would see one that should be in place—a process where 
farmers directly elect people to the boards, or certainly the majority of the 
boards—whatever way you look at it. That, I think, is a critical issue. It's 
simply that the farmers and the farmer organisations don't have enough 
control over what Dairy Australia is delivering and how it's done. 
Specifically, I suppose, that's amplified in places like Queensland where, as 
we've said, for some time there's been a shortage of RD&E and services 
provided. There's clearly been more of a focus on some of the southern 
regions. So it's certainly been amplified, and the farmers certainly feel they 
do not get bang for the buck they put into Dairy Australia. At the same 
time, they don't feel that they're heard and their complaints are heard. That 
is the problem. 

The role that Dairy Australia plays in the industry is a very important role. 
We need somebody with RD&E and to provide services to the industry. 
Our complaint is that it could be done a lot better and probably in a better 
fashion.58 

3.51 In answering a question from the committee regarding the democratic process 

for elections to the Board and how much influence farmers have, Mr Danzi 

responded with: 

… the answer is 'very little'. That's why we're certainly favouring a 
democratic process for election where all farmers get an equal say, not just 
those who are in the tent, which is the current system. The only people 
who go to Dairy Australia AGMs typically are those who align to Dairy 
Australia personally or through the regional development groups that sit 
underneath them. That's why we're strongly favouring a regional process 
where farmers in a region get to select the representatives.59 

Funding and consultation on research, development, and extension 

activities 

Background 
3.52 Australia has applied a levy on dairy products since 1958. It was originally 

collected to fund research into matters related to the dairy industry, such as 

pasture improvements, reducing dairy cattle diseases, and improving produce 

                                                      
57  Mr Eric Danzi, Executive Officer, Queensland Dairyfarmers' Organisation, Committee Hansard, 

19 June 2020, p. 31. 

58 Mr Brian Tessmann, President, Queensland Dairyfarmers Organisation, Committee Hansard, 

19 June 2020, p. 35. 

59 Mr Eric Danzi, Executive Officer, Queensland Dairyfarmers Organisation, Committee Hansard, 

19 June 2020, p. 35. 
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quality. The levy was also utilised to promote sales on the domestic market 

and, subsequently, given to processors as an export subsidy.60 

3.53 Dairy Australia obtains revenue through a dairy service levy and government 

funding for eligible research, development and extension activities for the 

benefit of the Australian dairy industry.61 

3.54 In 2019–20 the rate of milk levies was 2.8683 c/kg milk fat and 6.9914 c/kg 

protein. The dairy service levy is deducted from payments made to farmers by 

milk processing companies which are then remitted to the government.62 

However, unlike other agricultural commodities, such as sugar, processors 

within the dairy industry do not pay the levy.63 

3.55 A statutory funding agreement between Dairy Australia and the government 

includes terms for the provision of contributions which match the industry 

levy to a maximum of 50 per cent of the gross annual milk production by the 

Australia dairy industry for eligible research and development activities.64 

3.56 A breakdown of Dairy Australia's funding profile for 2019–20 is provided in 

figure 4.5 below. 

Figure 3.5 Dairy Australia's sources of revenue 

 
Source: Dairy Australia, Annual Report 2019-20, p. 18. 

3.57 Under clause 15.1 of Dairy Australia’s statutory funding agreement with the 

government, Dairy Australia ‘must ensure that it effectively represents and 

                                                      
60  Department of Agriculture, Water, and the Environment, Submission 8, p. 12. 

61 Dairy Australia, Annual Report 2019–20, p. 18. 

62 Dairy Australia, Annual Report 2019–20, p. 18. 

63 Dairy Australia, Submission 14, p. 7. 

64 Dairy Australia, Annual Report 2019–20, p. 18. 
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reflects the interests of its members and Levy Payers in undertaking Research 

and Development Activities and Industry Services Activities’.65 

3.58 Although some inquiry participants were critical of Dairy Australia's 

consultation and engagement with industry, Dairy Australia claims in its 

submission that it is 'committed to open, accountable and responsive decision-

making, informed by effective communication and consultation between Dairy 

Australia, levy payers, the Government and industry stakeholders'.66 

3.59 Further, Dairy Australia states that it customises its expenditure to provide 

value to dairy farmers through the establishment of regional offices in each 

key dairy region, allowing it to respond to local conditions and priorities and 

tailoring the development, delivery, and communication of services so they 

address specific farmer needs.67 

3.60 In its submission to the inquiry, Dairy Australia listed a number of 

consultation and engagement processes it is currently involved in across the 

industry. These include: 

 the Dairy Moving Forward project to create a blueprint for RD&E 

investment; 

 consultations with Group B members regarding strategic planning and the 

annual operating plan; 

 five policy advisory groups, which make recommendations on dairy farmer 

policy and advocacy to the ADF National Council; 

 various reference committees, such as the Nutrition Policy Reference Group; 

 regional priority setting through local consultations held by Dairy 

Australia's eight regional offices; 

 the development of the draft Australian Dairy Plan; and 

 frequent travel to dairying regions by the managing director, non-executive 

directors, and senior staff.68 

Views on funding and consultation on research, development, and extension 

activities 
3.61 In its submission, UDV noted that, historically, dairy farmers owned a high 

percentage of milk processors in Australia. Given this structure, UDV stated 

                                                      
65 Dairy Australia and Department of Agriculture and Water Resources, Statutory Funding Contract 

2017–2021, https://www.awe.gov.au/sites/default/files/2020-01/dairy-australia-2017-21-funding-

agreement.pdf (viewed 26 October 2021), p. 21. 

66 Dairy Australia, Submission 14, p. 8. 

67 Dairy Australia, Submission 14, p. 2. 

68 Dairy Australia, Submission 14, p. 9. 
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that it would not have made sense for these processors to pay a levy, as it 

would, in effect, result in farmers paying it twice.69 

3.62 However, given the changes to the ownership of processing businesses over 

recent years, UDV informed the committee that processors should contribute 

to the funding of Dairy Australia.70 On this point, UDV highlights that the 

work of Dairy Australia benefits the entire dairy supply chain, including 

processors. Specifically it states that '[p]rocessors are gifted improved farm 

output, better promotion of products and increased trade capabilities through 

Dairy Australia, all at no cost to processors'.71 

3.63 Mr Paul Mumford, UDV president, and Ms Ashlee Hammond, UDF manager, 

suggested to the committee that funding from processors should be in the 

order of 'some $10 million' and that this figure represents the 'components of 

the RD&E investment through Dairy Australia [that] contribute to the post 

farm gate component of the industry—that is, developing international 

markets, marketing of dairy products in general, and the like'.72 

3.64 UDV also commented on the matched funding arrangement currently in place, 

with government payments accounting for 39 per cent of Dairy Australia's 

revenues. It noted that these payments reflect the value of the agricultural 

industry to the broader public and Australian economy, and highlighted its 

belief that this arrangement is crucial to the future of the Australian dairy 

industry. UDV also stated that 'funding should be more evenly shared 

between RD&E components of industry and policy and advocacy'.73 

3.65 In its submission, Rabobank Australia undertook a 'global scan' of voluntary 

and mandatory funding models of similar organisations to Dairy Australia. 

After undertaking this process, it concluded that the 'Dairy Australia levy is 

comparable to levies imposed in other jurisdictions'.74 Rabobank, however, did 

not have a view on the efficacy of Dairy Australia's consultation and 

engagement process on the expenditure of the levies it collects.75 

3.66 When questioned by the committee on whether Dairy Australia was servicing 

the dairy industry to the best of its ability, the chief executive officer of 

industry advocacy body Dairy Connect, Mr Shaughn Morgan, responded with: 

                                                      
69 United Dairyfarmers of Victoria, Submission 20, [p. 3]. 

70 United Dairyfarmers of Victoria, Committee Hansard, 15 September 2020, p. 2.  

71 United Dairyfarmers of Victoria, Submission 20, [pp. 2–3]. 

72 United Dairyfarmers of Victoria, Committee Hansard, 15 September 2020, pp. 1, 3. 

73 Mr Paul Mumford, President, United Dairyfarmers of Victoria, Committee Hansard, 15 September 
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As to whether [Dairy Australia] deliver[s] the appropriate resourcing to 
dairy farmers themselves, I believe that there are probably mixed opinions 
on that. Some would say that their levy money is spent in an appropriate 
manner, while others would indicate that they believe the levy should be 
used for other purposes.76 

3.67 SADA noted that it was inevitable for boards to make decisions which some 

stakeholders disapprove of. In the case of Dairy Australia, however, SADA 

believes there are adequate mechanisms in place, such as seeking election to 

the Board, for levy payers who are unsatisfied with the decision-making 

process to utilise.77 

3.68 In its submission, Farmer Power stated that it does not believe farmers, the 

Australian government, or the general public, are getting value for money 

from Dairy Australia's activities. Further, it questioned whether an entity such 

as Dairy Australia is even required at all.78 

3.69 Mr Kevin Ashworth, representing Farmer Power, told the committee that it is 

Dairy Australia's 'job to make the farmers profitable'. He added, if 'Dairy 

Australia argue that it's not their responsibility, then remove them from receipt 

of the levy and allow the farmers to pool their own money into research and 

development that will, or should, make them profitable'.79 

3.70 Mr John Dahlsen submitted that the influence of processors in Dairy Australia 

was too great. He put forward an alternative funding model where processors 

and farmers would each contribute $15 million to Dairy Australia and the 

additional $15 million currently collected from dairy farmers for the Dairy 

Australia levy instead be diverted to an alternative advocacy agency under 

dairy farmer control.80 

3.71 Dairy Connect stated that the education and training provided by Dairy 

Australia is valuable to the industry, and that consultations with its 

membership indicated that their members did not, generally, object to funding 

Dairy Australia through a levy system.81 

3.72 Victorian dairy farmer Ms Shannon Notter, made the point that farmers need 

to prioritise education and development for themselves: 

I believe that Dairy Australia is adding value to our industry for the levy 
being paid. The information that they’re producing doesn’t directly land in 
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our lap; we have to go out and search for it. Without the research that they 
do, I believe we risk being left behind by other dairy regions in the world. 
That’s not to say that I don’t think that they can improve. In the same ways 
that we need to aim for continuous improvement, so should they.82 

3.73 In relation to its ability to influence expenditure on research, development, and 

extension activities, the national advocacy body, ADF, highlighted its 

involvement in the development of an annual operating plan for Dairy 

Australia. Specifically it stated that: 

Australian Dairy Farmers' role, along with the other stakeholder—that's 
Australian Dairy Products Federation—is to undertake an annual 
consultation process with Dairy Australia to set out their annual operating 
plan. Guiding that, we have an organisation called Dairy Moving Forward, 
which acts to coordinate the overall strategic direction and coordinate the 
resourcing of the work that is carried out through Dairy Australia. There's 
cross-commodity coordination also, to ensure that resources are utilised 
appropriately and decisions are based on specific criteria. Within Dairy 
Moving Forward, we have Dairy Australia but also government, university 
and commercial sectors, and of course there are farmer representatives 
participating in that decision making process.83 

3.74 The director of strategy and policy at ADF, Mr Craig Hough, provided a brief 

explanation of how Dairy Australia is set up to service the various dairying 

regions around Australia, while also noting there are problems in relation to 

farmer participation in extension activities, such as seminars and webinars. He 

said: 

How Dairy Australia is set up is: they have what they call regional 
development programs, and they're clustered according to the dairy 
regions. Subtropical dairy is essentially northern New South Wales and 
Queensland. So they provide the extension, and so what they should be 
doing is feeding that up and down the chain. With new innovations that 
come around different pasture varieties or feed based changes, they extend 
that work to the farmers. We know that there is a bit of a problem in 
relation to participation in some of those seminars and webinars and that.84 

3.75 Mr Paul Roderick from Subtropical Dairy, the regional arm of Dairy Australia 

across Queensland and northern New South Wales, explained that formerly 

the Queensland Department of Agriculture had supported RD&E in 

Queensland through the provision of state funded extension staff but that the 

number of extension staff had been significantly reduced. He recalled: 

Historically, these officers analysed your businesses, often informally, 
brought innovation to you and to the farm gate, and helped change your 
business practices. This still happens today, but not as regularly, and it is 

82 Ms Shannon Notter, Committee Hansard, 15 September 2020, p. 23. 

83 Mr Terry Richardson, President, Australian Dairy Farmers, Committee Hansard, 19 June 2020, p. 26. 

84 Mr Craig Hough, Director of Strategy and Policy, Australian Dairy Farmers, Committee Hansard, 

19 June 2020, pp. 26–27. 
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not as personalised and customised as it once was. Our current extension 
model is very different, like many activities linked to specific projects and 
events. This means that today farmers need to be motivated to seek out the 
innovation, as opposed to having the innovation arrive at their front gate.85 

3.76 QDO believes that Dairy Australia's consultation and engagement with 

farmers and farmer representative bodies is poor.86 In its submission to the 

inquiry QDO stated that: 

Grass-roots farmers are not consulted in Queensland. Unless there is a 
direct relationship with DA [Dairy Australia], Subtropical [D]airy and 
those employed by these organisations, very few farmers are engaged 
except when they attend workshops or field days facilitated by DA. 

Levy payers should be deciding investment decisions not be[ing] informed 
as to what they are. There are priority setting workshops, but many are 
disengaged from the process and believe they won't be listened to given 
previous experiences.87 

3.77 QDO also believes Dairy Australia has developed programs and campaigns 

which, if they had been peer-reviewed prior to commencement, would have 

been altered in scope or would not have run at all.88 On this point, Mr Brian 

Tessmann said the following in his evidence to the committee: 

I think the specific subtropical region dairy breakthroughs in the last 20— 
or probably longer than that: towards 30 years—have been few. I think 
there's really been little money spent directly on the systems and the needs 
of those farmers. Certainly we've had programs delivered to us on things 
like mastitis and other things, but they've generally been system things 
that are needed in southern Australia and not specifically needed for 
northern Australia. But it actually goes a little further than that, too, in that 
often they have been delivered in a form that suits, say, Victoria or 
Tasmania, where farmers and regions are close to each other. Whereas, 
particularly in Queensland we've still got a number of dairy farmers, but 
they're spread out over a wide area, and getting them together is more 
difficult. So often the way they're delivered results in poor attendance at 
those functions. Even those things are not extended well there and, 
probably as a result of that, maybe uptake isn't as good. But the bigger 
problem than that is simply that they're not addressing the issues in 
Queensland.89 

3.78 The concern that subtropical region dairy required a specific focus was also 

shared by chair of the Dairy Committee within NSW Farmers, Mr Colin 

Thompson: 

85 Mr Paul Roderick, Chair, Subtropical Dairy, Committee Hansard, 23 July 2020, p. 8. 

86 Queensland Dairyfarmers' Organisation, Submission 2, [p. 3]. 

87 Queensland Dairyfarmers' Organisation, Submission 2, [p. 3]. 

88 Queensland Dairyfarmers' Organisation, Submission 2, [p. 3]. 

89 Mr Brian Tessmann, President, Queensland Dairyfarmers Organisation, Committee Hansard, 

19 June 2020, p. 32. 
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… the RD&E issues have largely been overlooked by Dairy Australia, 
which has focused predominantly on the traditional pasture based systems 
of Victoria and New South Wales. I guess that's where most of the farmers 
are and where the greater volume of Australian milk is produced, sure, but 
the Queensland and northern New South Wales industries are very 
important, and it's critical that those industries are maintained and grown. 
As you're probably well aware, Queensland now produces around half of 
their drinking milk requirements. So it is really important that RD&E is 
directed back into that area and allows farmers to become sustainable 
again.90 

3.79 Mr Danzi commented on the lack of innovation resulting from the significant 

investments made in RD&E. He said: 

Because there's such a massive void in the RD&E sector, an organisation 
such as QDO have had to go into that space, despite the fact that there's 
been close to $200 million investment in RD&E in Queensland and New 
South Wales over the last 20 or 30 years through government levies and 
farmer levies, which has gone into the wrong areas. There's been little 
output or outcome from that, despite the massive investment.91 

3.80 The FNCDIG also maintained that Dairy Australia does not provide adequate 

region-specific programs. In its submission to the inquiry it stated that: 

The farmers we represent do not believe that our region receives the 
programs that are specific to our needs and delivered at relevant times in 
our area. 

Changes to structure need to be seriously explored to better meet the needs 
of farmers which will be reflected in a stronger industry going forward.92 

3.81 In response to concerns by witnesses, Dairy Australia pointed to a number of 

extension projects and activities that it had undertaken in Queensland and 

northern New South Wales in 2018–19 including over 130 workshops and 

events attended by more than 1600 farmers and work on developing improved 

tropical grass varieties and more efficient irrigation and feeding systems.93 

3.82 When asked what RD&E is being undertaken in Queensland and northern 

New South Wales, Mr Graham Forbes, the president of the Farmers Group 

within Dairy Connect, conceded that there had been had been 'quite an 

investment' in these districts but further responded: 

… I think the real question we need to ask is around how, while we have a 
lot of organisations delivering some of that RD&E, collectively it's totally 
ineffective. Whilst portions of those organisations are probably quite 

                                                      
90 Mr Colin Thompson, Chair of the Dairy Committee, NSW Farmers, Committee Hansard, 19 June 

2020, p. 13. 

91 Mr Eric Danzi, Executive Officer, Queensland Dairyfarmers Organisation, Committee Hansard, 

19 June 2020, p. 33. 

92 Far North Coast Dairy Industry Group, Submission 21, [p. 2]. 

93 Dairy Australia, Supplementary submission 14.1, p. 2. 
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successful, when we turn it around and have a look at the actual results, 
the industry is failing totally in delivering on RD&E.94 

3.83 His colleague, Mr Shaughn Morgan, continued: 

RD&E is vitally important for the industry, particularly in the northern 
states where we need to ensure that Dairy Australia is able to continue to 
provide information, including marketing, at a level that is consistent with 
the other states. That is something that we need to ensure they are able to 
provide.95 

3.84 Mr Thompson of NSW Farmers highlighted the investment gap in training 

farmers, scientists, and consultants. He stated that Australia is lagging behind 

competing countries when it comes to investing in people, infrastructure and 

technology due to 'the depressed state of the industry and the declining 

revenue available through levies that go into R&D'.96 

3.85 Mr Thompson recalled that he had to look to the United States to source the 

expertise to design a facility that would fully house his cows in the central 

west of New South Wales. In his evidence to the committee he said:  

It's quite an issue in Australia that RD&E has lagged behind leading 
farmers in Australia and has more focused particularly on the traditional 
pasture based farms in southern Victoria and Tasmania. It's a long way 
from Warrnambool to Cairns, and there are a lot of different farming 
systems and environmental conditions that are simply not catered for 
under our current RD&E structure.97 

3.86 In his evidence to the committee, the president of ADF, Mr Terry Richardson, 

highlighted the significant productivity gains resulting from investments in 

RD&E by stating that it is estimated to have accounted for almost half of the 

total productivity gains over the three decades to 2010. He did, however, 

acknowledge the practical limitations of Dairy Australia in providing 

resources across all systems and practices in place across Australia. On this 

point he said: 

I know that organisations like Dairy Australia do access knowledge and 
technical advice from a number of sources. If we look at our own dairy 
farming space, there are many who will go outside the Dairy Australia 
structure. For example, a lot of pasture based knowledge comes from 
Ireland and New Zealand and is incorporated into farming practices here. 
So Dairy Australia does provide a role of coordinating resources from a 

                                                      
94 Mr Graham Forbes, President, Farmers Group, Dairy Connect, Committee Hansard, 19 June 2020, 

p. 3. 

95 Mr Shaughn Morgan, Chief Executive Officer, Dairy Connect, Committee Hansard, 19 June 2020, 

pp. 5–6. 

96 Mr Colin Thompson, Chair of the Dairy Committee, NSW Farmers, Committee Hansard, 

19 June 2020, p. 18. 

97 Mr Colin Thompson, Chair of the Dairy Committee, NSW Farmers, Committee Hansard, 

19 June 2020, p. 13. 
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number of places. So I think that for Dairy Australia to have on hand all 
the resources and personnel required to cover all farming systems and 
management practices might be more than we could reasonably expect.98 

Committee view 

3.87 The committee recognises that consideration of the role, structure, funding and 

effectiveness of Dairy Australia is taking place within the wider context of the 

discussions within the dairy industry for the transformation of industry 

organisations. 

3.88 The committee is aware that one option proposed by the Joint Transition 

Taskforce under the Australian Dairy Plan is a combined national body to 

encompass policy, advocacy, research and development and marketing. It 

understands that it is also proposed that this new national body be the 

mandated research and development corporation for the Australian dairy 

industry. This and other options for structural reform are considered further in 

chapter 6 of the report.  

Independence and the ability to support the interests of farmers and processors 
3.89 The committee notes the diverging views from inquiry submitters on the 

existence of, or indeed desirability of, 'independence' in the operations of 

Dairy Australia. For some submitters, independence is the ability to act 

impartially for the benefit of the wider industry in supporting both farmers 

and processors. For others, independence is the ability of Dairy Australia to act 

for farmers without the influence of processors. 

3.90 The committee is aware of calls for an independent review of Dairy Australia, 

both from some submitters and in the recommendation of the Senate 

Economics References Committee inquiry into the dairy industry in 2017.99 

However, the committee is of the view that as the restructuring of RD&E 

delivery is under active consideration under the Australian Dairy Plan, and 

Dairy Australia has recently been subject to a review as part of its 2017–20 

statutory funding agreement, it would be premature to initiate a further 

review at this time.  

Effectiveness of research, development and extension activities 
3.91 The committee affirms that the dairy industry needs strong RD&E services to 

assist dairy farmers to take advantage of technological innovations and 

advances in production systems to increase the profitability, productivity and 

sustainability of dairy farming.  

3.92 The committee is concerned by reports of the reductions in agricultural 

extension officers employed by state agriculture departments and the affect 

                                                      
98 Mr Terry Richardson, President, Australian Dairy Farmers, Committee Hansard, 19 June 2020, p. 27. 

99 Senate Economics References Committee, Dairy Industry, August 2017, Recommendation 12, p. x. 
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this has had on the provision of on-the-ground business assistance to 

individual farmers. The committee calls on state governments, and in 

particular the Queensland Government, to make additional funding available 

for extension services. 

3.93 While the inquiry has highlighted the receptiveness of farmers to innovation, 

the committee is concerned that many farmers have stated that Dairy 

Australia's RD&E activities are fragmented and directed primarily at the 

southern dairy regions.  

Recommendation 1 

3.94 The committee recommends that the Department requires that Dairy 

Australia increase its research, development and extension activities into 

tropical and subtropical dairy regions. 

Consultation with farmers 
3.95 The committee acknowledges the concerns of some farmers that consultation 

from Dairy Australia is not as effective as it could be. The committee observes 

that inquiry participants' views on Dairy Australia's RD&E activities are 

consistent with the results of the Australian Government's recent review of the 

research and development corporation system, particularly its findings that: 

 early and on-going engagement with farmers will ensure research is 

targeted to onfarm needs; and  

 better mechanisms are needed to communicate research outcomes to the 

sector.100  

3.96 The committee is of the view that government action is required to ensure that 

more levy payers engage with Dairy Australia and that Dairy Australia is 

working for levy payers by delivering targeted, regionally specific, on-farm 

benefits of RD&E activities.  

3.97 The committee agrees that before negotiating a renewal of the statutory 

funding agreement with Dairy Australia, or a new statutory agreement with a 

successor RDC, that the Department ensures that Dairy Australia addresses 

issues with the engagement of and communication with levy payers. 

Funding 
3.98 Stakeholders have told the committee that they want an organisation that is 

responsive to, and constituted by, those who contribute to it. They also require 

transparency on where and how their levies are spent. 

                                                      
100 Department of Agriculture, Modernising the Research and Development Corporation system: Discussion 

paper, Public submission report, September 2020, p. 2. 
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3.99 The committee agrees that if processors are represented in the structure of 

Dairy Australia, or any future national organisation responsible for industry 

services, and if processors benefit from the services of that organisation, then 

processors should contribute financially. 

Recommendation 2 

3.100 The committee recommends that the government amend the Primary 

Industries (Excise) Levies Act 1999 to require processors to pay a levy to fund 

Dairy Australia. 
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Chapter 4 

Mandatory code of conduct 

4.1 The Competition and Consumer (Industry Codes—Dairy) Regulations 2019 

(dairy code) are a mandatory prescribed industry code made under the 

Competition and Consumer Act 2010. The dairy code came into effect on 

1 January 2020. 

4.2 The dairy code aims to provide a fairer process for negotiating contractual 

arrangements between dairy farmers and dairy processors by enforcing 

minimum standards for the conduct of business for the supply of milk. It 

replaces the previous voluntary industry code and includes dispute resolution 

and mediation processes.1 

Background 

The development of the mandatory code 
4.3 A voluntary code of practice to govern the commercial relationship between 

dairy farmers and processors was drafted by the Australian Dairy Industry 

Council in 2017 in response to the farm gate price reductions (step-downs) 

experienced in the industry in 2016.2 

4.4 In April 2018 the Australian Competition and Consumer Commission (ACCC) 

published the results of its 18-month inquiry into the dairy industry, Dairy 

Inquiry. Central to the ACCC inquiry’s findings were that: 

 processors have significant bargaining power over farmers; 

 milk supply contract terms favour processors and make it difficult for 

farmers to compare rival offers and switch processors; and  

 the uncertainty farmers experience in both the price they receive and the 

costs they incur makes it difficult to make investment decisions to increase 

productivity.3  

4.5 The ACCC inquiry identified shortcomings in the enforcement and dispute 

handling process of the industry’s voluntary code of practice4 and 

recommended the establishment of a mandatory dairy code: 

                                                      
1 Department of Agriculture, https://haveyoursay.agriculture.gov.au/dairy-code-conduct (Accessed 

14 September 2020). 

2 Australian Dairy Industry Council (ADIC), Code of Practice for Contractual Arrangements Between 

Dairy Farmers and Processors in Australia, 30 June 2017. 

3 Australian Competition and Consumer Commission, Dairy Inquiry, April 2018, pp. xvi–xvii. 

4 Australian Competition and Consumer Commission, Dairy Inquiry, April 2018, pp. 168–169. 

https://haveyoursay.agriculture.gov.au/dairy-code-conduct
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A mandatory code should therefore be designed to improve transparency 
and certainty in contracts, set minimum standards of conduct and provide 
for dispute resolution processes. In particular, a mandatory code should 
contain obligations on processors to improve the timing and manner of 
processors’ communication of price and other key information, and 
increase farmers’ ability to switch in response to significant changes to 
their trading terms.5 

4.6 Work on a mandatory dairy code by Australian Dairy Farmers and the federal 

government commenced in the second half of 2018 in consultation with the 

dairy industry.6 As described by the Minister for Agriculture: 

The department undertook consultation on the dairy code in three rounds 
of public consultation between 31 October to 28 November 2018, 
15 January to 15 February 2019 and 28 October to 22 November 2019. The 
department sought feedback during this time through a range of 
initiatives, including 18 public consultation meetings held in all dairy 
regions, multiple meetings with industry representative bodies including 
the Australian Dairy Farmers and State Dairy Farming Organisations, 
three tele-town hall meetings, as well as emails and calls from dairy 
farmers and other industry members.7 

4.7 The dairy code introduced on 1 January 2020 seeks to address the imbalance in 

bargaining power between dairy farmers and processors and respond to the 

recommendations made by the ACCC in its 2018 dairy inquiry.8 

4.8 The code does not regulate the relationship between processors and retailers, 

which is governed by the voluntary Food and Grocery Code,9 or the retail 

pricing arrangements for the sale of dairy products. The Food and Grocery 

Code is discussed further in the context of the ACCC inquiry into bargaining 

power in supply chains for perishable agricultural goods below. 

Main provisions of the code 

Obligation to deal in good faith 

4.9 A core feature of the dairy code is the requirement that processors and farmers 

act in good faith in business dealings relating to the supply of dairy milk.10 
                                                      
5 Australian Competition and Consumer Commission, Dairy Inquiry, April 2018, p. xxvii. 

6 The Hon. David Littleproud MP, Minister for Agriculture and Water Resources and The Hon. 

Damian Drum MP, ‘Mandatory code consultation begins’, Media release, October 2018. 

7 The Hon David Littleproud MP, Minister for Agriculture, Letter to Senator Fierravanti-Wells, 

Chair of the Senate Standing Committee for Scrutiny of Delegated Legislation, received 18 June 

2020, p. 4. See also Department of Agriculture, https://haveyoursay.agriculture.gov.au/dairy-code-

conduct (Accessed 14 September 2020). 

8 Senator the Hon. Bridget McKenzie, Minister for Agriculture, Senate Hansard, 5 December 2019, 

p. 5312. 

9 Competition and Consumer (Industry Codes—Food and Grocery) Regulation 2015. 

10 Dairy code, Section 11. 

https://haveyoursay.agriculture.gov.au/dairy-code-conduct
https://haveyoursay.agriculture.gov.au/dairy-code-conduct
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This provision includes penalties for non-compliance for both farmers and 

processors. According to the Minister for Agriculture: 

The Dairy Code has been designed, among other things, to prohibit 
egregious practices and behaviours that have been previously applied by 
processors in their business relationships with farmers. These include two 
actions that led to wide-scale industry turmoil in 2016 with the largest 
processor applying a retrospective step down (a unilateral reduction of the 
price) for milk already supplied during that financial year by farmers, and 
the second largest processor unilaterally drastically reducing the future 
price it would pay to farmers for the remainder of the financial year … 
Provisions on dealing in good faith were subsequently considered 
necessary to include in the Dairy Code to restore confidence and good faith 
in the business relationships between farmers and processors …11 

4.10 Good faith provisions are discussed further in the issues raised by the 

Committee for the Scrutiny of Delegated Legislation below. 

Agreement changes 

4.11 Sections of the code relating to agreements directly address the dairy 

industry’s past experience with unilateral price reductions. Retrospective 

reductions of the minimum price for milk are prohibited with penalties to 

apply for non-compliance.12 Unilateral prospective reductions (mid-season 

price cuts) are allowed only in exceptional circumstances such as an 

emergency or major change in the global market. Allowance is made for 

variations in milk supply agreements where processors are required to comply 

with a change in law. 

4.12 If a milk agreement is terminated early, the farmer is entitled to a portion of 

any loyalty payment specified in the agreement in proportion to the supply 

period completed. This provision aims to remove a disincentive for farmers to 

switch processors identified in the ACCC dairy inquiry.13 

Milk supply agreements 

4.13 Processors are required to publish one or more standard forms of milk supply 

agreements on or before 1 June each year. Mr Mick Keogh, deputy chair of the 

ACCC explained to the committee: 

The 1 June publication date means there's a full 30 days, in effect, and also 
a 14-day cooling off period, which gives much better opportunity for 
farmers to consider the implications. In the past, they were virtually 

                                                      
11 The Hon David Littleproud MP, Minister for Agriculture, Letter to Senator Fierravanti-Wells, 

Chair of the Senate Standing Committee for Scrutiny of Delegated Legislation, received 17 April 

2020. 

12 Agreement changes are discussed in sections 27, 28, 33, 35 and 39 of the dairy code. 

13 Australian Competition and Consumer Commission, Dairy Inquiry, April 2018, p. xxv. 
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handed a contract on the death knell, with the potential that their milk 
wouldn't be picked up the following day unless they signed up.14 

4.14 A standard form of agreement is: 

… a publicly available agreement that farmers can enter into or use as a 
starting point for further negotiations with processors. This will enable 
farmers to compare contract terms and prices across different processors, 
and choose a business arrangement that best suits their individual 
purposes.15 

4.15 Exclusive supply agreements must not include a maximum volume which 

would result in farmers having excess milk they are unable to sell to another 

company or two tier pricing, where processors can pay different amounts for 

milk supplied by the same farmer.16 The need for these provisions was 

illustrated for the committee by the Queensland Dairyfarmers’ Organisation 

(QDO): 

At times some farmers have been told by processors that some of their 
milk—they've been in a two-tier price system—really isn't wanted. They 
were going to get a price that was nothing more than a token for picking it 
up, really. That was all they were going to be paid. Yet they couldn't 
supply anyone else, even though maybe just down the road there was a 
more boutique-type cheese factory that wanted the milk and they were 
often struggling to get supplies. That has really not only hit the farmers 
directly in the short-term, but, when you have those other cheese factories 
or whatever and other people needing the milk on a more niche-market 
basis can't get the milk, often they will go out of business.17 

4.16 Milk can only be purchased by processors under milk supply agreements 

which comply with the dairy code, are recorded in writing and include, among 

other things: 

 a 14-day cooling-off period; 

 the duration of the period during which the milk is to be supplied;  

 the quality and quantity of milk to be supplied and actions the processor 

may take if the requirements are not met;  

 information on any loyalty payments; and 

 the minimum prices under the agreement.18 

4.17 If an agreement is longer than three years, the agreement must allow for 

farmers to postpone the end of an agreement by 12 months. This clause ‘allows 

                                                      
14 Dairy code, section 12; Mr Mick Keogh, Deputy Chair, Australian Competition and Consumer 

Commission, Committee Hansard, 19 June 2020, p. 45. 

15 Department of Agriculture, Farmer guide to the Dairy Code of Conduct, 2019, p. 2. 

16 Dairy Code, Sections 31 and 32. 

17 Queensland Dairyfarmers’ Organisation, Committee Hansard, p. 33. 

18 Dairy Code, Sections 23–26, 35. 



51 
 

 

farmers who wish to exit the industry to resolve their business, sell assets and 

address any animal welfare and environmental concerns’.19 

4.18 Milk agreements already in place before 1 January 2020 have 12 months to 

transition to become compliant.20 

Dispute resolution 

4.19 Milk supply agreements must provide a complaint-handling procedure and 

mediation for resolving disputes and may also provide for arbitration.21 A 

processor must have an internal complaint handling officer to manage 

complaints.  

4.20 As the dairy code is a prescribed code, under the Competition and Consumer Act 

2010 the ACCC can monitor compliance ‘by assessing reported breaches of the 

code and conducting compliance checks’.22 Furthermore, as Mr Marcus Bezzi 

of the ACCC explained to the committee: 

Whether or not the code applies, the Competition and Consumer Act 
applies. There are obligations under that act in relation to unfair contract 
terms, misleading and deceptive conduct and various other things … The 
code is additional to the Competition and Consumer Act. It doesn't exist 
on its own.23 

Reviews 

4.21 A review of the role, impact and operation of the code will commence 

following the first year and third year of operation.24 

4.22 Ms Rosemary Deininger, Deputy Secretary of the Department of Agriculture, 

Water and the Environment, advised the committee that the first review would 

be completed in the 2021 calendar year.25 

                                                      
19 Dairy Code, Section 36; Department of Agriculture, Farmer guide to the Dairy Code of Conduct, 2019, 

p. 3. 

20 Dairy Code, Section 57. 

21 Dairy Code, Sections 43–53. 

22 Australian Competition and Consumer Commission, Dairy Inquiry, April 2018, p. 170. The ACCC 

received $2.2 million funding over four years from the commencement of the code for 'staffing and 

legal resources to undertake stakeholder engagement and education to promote understanding of 

and compliance with the Code; investigations and necessary follow up work to enforce 

compliance with the Code (including external legal advice as needed); and duties relating to the 

establishment and operation of the Dairy Consultative Committee'. See Australian Competition 

and Consumer Commission, answers to questions on notice, 19 June 2020 (received 3 July 2020). 

23 Mr Marcus Bezzi, Executive General Manager, Specialised Enforcement and Advocacy, Australian 

Competition and Consumer Commission, Committee Hansard, 19 June 2020, pp. 41–2. 

24 Dairy code, Section 6. 
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ACCC inquiry into bargaining power in supply chains for perishable 

agricultural goods 
4.23 On 26 August 2020 the government announced the ACCC would commence 

an inquiry into bargaining power in supply chains for perishable agricultural 

products in Australia including the relationships between farmers, processors 

and retailers.26 

4.24 The inquiry’s terms of reference included an examination of the effectiveness 

of the dairy industry’s mandatory code of conduct in addressing bargaining 

power imbalances throughout the supply chain.27 

4.25 In its November 2020 report the ACCC concluded that while the requirements 

relating to contract publication under the dairy code had been operational for 

only a short time, the dairy code had brought many positive changes to the 

industry. These included: 

 evidence of competition among processors on raw milk prices after 

prices were announced on 1 June 2020 

 increased transparency as farmers were able to access price information 

a sufficient period ahead of needing to make a decision about which 

processor to supply 

 written agreements were in operation across the vast majority of 

processors.28 

4.26 Matters that required attention which were identified by the ACCC included 

difficulties experienced by farmers in interpreting and comparing minimum 

prices offers made by processors, the requirements surrounding non-exclusive 

contracts, and the duration of the cooling-off period.29 

4.27 The ACCC recommended that the Food and Grocery Code governing conduct 

between retailers and wholesalers with suppliers be made mandatory and 

updated to include significant penalties for non-compliance and an 

independent dispute-resolution process. Further recommendations were 

aimed at strengthening measures to combat unfair contract terms and 

                                                                                                                                                                     
25 Ms Rosemary Deininger, Deputy Secretary, Agriculture Policy, Research and Portfolio Strategy 

Group, Department of Agriculture, Water and the Environment, Committee Hansard, 2 March 2021, 

p. 19. 

26 Australian Competition and Consumer Commission, ‘New inquiry to focus on perishable 

agricultural supply chains’, Media release, 26 August 2020; The Hon. Josh Frydenberg MP, 

Treasurer, and The Hon. David Littleproud MP, Minister for Agriculture, Drought and Emergency 

Management, Media release, 26 August 2020. 

27 Competition and Consumer (Price Inquiry—Perishable Agricultural Goods) Direction 2020. 

28 Australian Competition and Consumer Commission, Perishable agricultural goods inquiry, 

November 2020, p. 127. 

29 Australian Competition and Consumer Commission, Perishable agricultural goods inquiry, 

November 2020, pp. xii, 128. 
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introducing an economy-wide prohibition on unfair trading practices in the 

Australian Consumer Law.30 

Issues raised by the Committee for the Scrutiny of Delegated 

Legislation 
4.28 The dairy code was tabled in the Senate on 4 February 2020. On 14 May 2020 

the Chair of the Committee for the Scrutiny of Delegated Legislation (scrutiny 

committee) gave the Senate notice of its intention to disallow the regulations.31 

4.29 The scrutiny committee drew the Senate’s attention to section 11 of the dairy 

code which requires processors and farmers to deal in ‘good faith’ in relation 

to the supply of milk. The scrutiny committee queried whether in view of the 

lack of a definition of good faith in the written law and the significant penalties 

for failure to comply with these obligations,32 section 11 was drafted with 

sufficient clarity ‘to enable persons and entities, particularly farmers, to 

understand their obligations and the consequences of non-compliance’.33 

4.30 In his correspondence with the scrutiny committee, the Minister for 

Agriculture the Hon. David Littleproud MP argued that a non-exhaustive list 

in subsection 11(4) gave guidance on the meaning of good faith and that the 

provision was consistent with other industry codes.34 

4.31 At the scrutiny committee’s request, the Attorney-General agreed to refer the 

broader issue of the codification of good faith obligations in Commonwealth 

legislation to the Australian Law Commission for inquiry.35 The scrutiny 

committee also requested the ACCC consider this matter as part of its inquiry 

into bargaining power in supply chains for perishable agricultural products. 

On this basis, the committee withdrew its motion to disallow the dairy code.36 

                                                      
30 Australian Competition and Consumer Commission, Perishable agricultural goods inquiry, November 

2020, p. xvii. 

31 Journals of the Senate, No. 36, 4 February 2020, p. 1165; Journals of the Senate, No. 51, 14 May 2020, 

p. 1712. 

32 The penalties are civil penalties and are the equivalent of $22 200 for farmers and small processors 

and $66 600 for other processors. See Senate Standing Committee for the Scrutiny of Delegated 

Legislation, Delegated Legislation Monitor, Monitor 9 of 2020, 27 August 2020, p. 2. 

33 Senate Standing Committee for the Scrutiny of Delegated Legislation, Delegated Legislation Monitor, 

Monitor 10 of 2020, 2 September 2020, p. 8. 

34 Senate Standing Committee for the Scrutiny of Delegated Legislation, Delegated Legislation Monitor, 

Monitor 9 of 2020, 27 August 2020, pp. 3–4. 

35 Senate Standing Committee for the Scrutiny of Delegated Legislation, Delegated Legislation Monitor, 

Monitor 9 of 2020, 27 August 2020, p. 6. 

36 Senate Standing Committee for the Scrutiny of Delegated Legislation, Delegated Legislation Monitor, 

Monitor 10 of 2020, 2 September 2020, pp. 9–10. 
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Stakeholder views on the code 
4.32 Inquiry participants were broadly supportive of the code and its objectives to 

bring some certainty and transparency back into the industry.37 Mr Joseph 

Conheady, a dairy farmer from the Warrnambool region in Victoria, gave the 

committee a first-hand account of the difficulty in making production 

decisions in the absence of knowledge of future milk prices: 

When determining an action output strategy at the time as far back as the 
November previous with drought-induced grain prices at record levels, 
my safely conservative, historical milk price estimates indicated that a 
lower cow number and a low-cost diet were the most sustainable profit 
drivers for that season. By the time the lucrative milk prices were 
announced, the decisions had already been made to sell the extra cows as 
meat, feed had been purchased and the remaining herd had spent the 
summer months on a lower quality diet. Essentially, the complex 
algorithm we run to sight our production output was based on the wrong 
prices. At the end of the day, had I had clarity around the reality of that 
future milk price, as producers of other commodities enjoy, not only would 
I have enjoyed far greater returns from a higher production curve but also 
the processors would actually have received the extra milk they were 
scrambling for … It is an actual dead weight loss to the whole industry.38 

4.33 In hearings held in June and July 2020, many inquiry participants reported on 

the early effectiveness of the dairy code in the period leading up to and 

immediately following the release of contracts and minimum prices on 1 June 

2020.  

4.34 Mr Peter Garratt, chairman of Premium Milk Group, a collective bargaining 

group of about 90 members across southeast Queensland and northern New 

South Wales, informed the committee that in late 2019 Lactalis circumvented 

the collective and dealt directly with individual farmers to encourage them to 

sign contracts prior to the introduction of the dairy code. While this was an 

‘unprecedented move’, Mr Garratt explained that it was his understanding 

that Lactalis were ‘within their rights to do that, under the ACCC guidelines’.39 

4.35 Ms Annabel Johnson, Head of Policy and Advocacy at NSW Farmers, 

informed the committee that problems with the undermining of collective 

bargaining are wider than the dairy industry and that it is ‘difficult for the 

group to remain cohesive when elements of the group get offered contracts 

with incentives’. NSW Farmers concluded that ‘There certainly needs to be an 

investigation into how we can actually strengthen and get collective 

                                                      
37 See for example, Dairy Connect, Committee Hansard, 19 June 2020, p. 6 and 2 March 2021, p. 5; 

Premium Milk Group, Committee Hansard, 23 July 2020, p. 26; Mr Garry Kerr, Chief Executive 

Officer, Farmer Power, Committee Hansard, 2 March 2021, p. 7; Australian Dairy Products 

Federation, Submission 19, p. 8. 

38 Mr Joseph Conheady, Committee Hansard, 15 September 2020, p. 39. 

39 Mr Peter Garratt, Chairman, Premium Milk Group, Committee Hansard, 23 July 2020, p. 22. 
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bargaining working so that those groups are able to get better outcomes for 

farmers’.40 

4.36 Premium Milk Group also related the details of a new clause in all Lactalis 

contracts nationally that gives Lactalis the right to decline an offer of supply of 

milk where ‘in the opinion of Lactalis, the supplier has engaged in public 

denigration of processors or key customers’.41 Other inquiry participants 

confirmed to the committee that this was not an isolated case.42 

4.37 Mr Eric Danzi, executive officer of QDO reported QDO’s observations of 

continuing milk under-pricing: 

We’ve had issues with some processors in our region only quoting 50c a 
litre as the minimum price for two to five years, which is completely 
unrealistic, and others who are quoting 58c without disclosure of a 
provenance premium. Some of those things—if they’re not against the 
code, they’re certainly against the intent of the code …43 

4.38 Mr Graham Forbes, president of New South Wales industry advocacy body 

Dairy Connect, also outlined concerns about code compliance with longer term 

contracts: 

We've seen some of the processors offer up to five-year terms in contracts, 
with only one-year pricing and very low minimum pricing as well as very 
strong clawback provisions for their loyalty payments if those farmers 
wish to exit that agreement and supply another processor within a three- 
to five-year period. So they're very anti-competitive.44 

4.39 Mr Danzi observed that due to having received legal advice that multi-year 

contracts cannot have ambiguous or non-existent minimum price clauses, 

processors in Queensland have moved to shorter contracts ‘in line with what 

they believe they can offer legitimately as a schedule of prices’. One processor, 

however, has: 

… offered a very reasonable first-year price in the order of 70c a litre, with 
a very detailed pricing schedule of monthly payments, bonuses, penalties 

                                                      
40 Ms Annabel Johnson, Head of Policy and Advocacy, NSW Farmers, Committee Hansard, 19 June 

2020, p. 14. 

41 Mr Peter Garratt, Chairman, Premium Milk Group, Committee Hansard, 23 July 2020, p. 22; Lactalis 

Australia, 'Milk supply agreement—New South Wales—New Supplier' in Dairy Connect, answers 

to questions on notice, received 29 June 2020, p. 3. 

42 Dairy Connect, Committee Hansard, 19 June 2020, p. 4. 

43 Mr Eric Danzi, Executive Officer, Queensland Dairyfarmers’ Organisation, Committee Hansard, 

19 June 2020, p. 31. 

44 Mr Graham Forbes, President, Dairy Connect, Committee Hansard, 19 June 2020, p. 8. This point 
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and everything else, and chose to have, for years 2 to 5, a minimum price 
of 50c, which just doesn't make any sense at all.45 

4.40 Mr Danzi also pointed to issues surrounding non-exclusive contract clauses:  

We certainly have processors that will offer a non-exclusive supply 
contract, so a farmer technically could supply some of their milk to another 
processor, which, under most of the current contracts, they're not allowed 
to do, certainly in our region. But the contract for the rest of that milk is at 
a price that's completely unrealistically low. We realise that there would 
have to be provisions around non-exclusive supply contracts, as to how 
much you supply each day, but we feel that that should be on a volume 
basis, not on a percentage-of-farm-supply basis.46 

4.41 Mr Brad Teese, a dairy farmer from Beaudesert in Queensland, concluded that 

‘the dual supply contract is a wasted bit of paper unless there are some rules 

and regulations on the variance that they have to pay to the processor’. He 

related his experience with a dual-supply contract brought in under the new 

dairy code: 

I asked for one this year, which ended up a complete and utter joke. I was 
offered a dual-supply contract from my processor, and I had to supply 
them 70 per cent minimum of the milk supplied, and that was at a 12c a 
litre discount from anyone else that had a— 

CHAIR: That is 12c cheaper than the other 30 per cent if it went to another 
processor? 

Mr Teese: No; than the processor that had a single-supply contract, which 
basically equates to about 90c a litre … When I advised them that it wasn't 
financially viable, I offered them first dibs on any milk that I had available, 
which was an ad hoc contract. And on the 15th day of the month they said 
that I had not supplied 70 per cent of the milk to their factory so therefore, 
for every litre after that from that day forward, they would pay me 40c a 
litre.47 

4.42 Mr Teese expressed frustration with his attempts to have his difficulties with 

the processor resolved through the small-business ombudsman.48 This was 

echoed by Mr Garratt of the Premium Milk Group who pointed to an omission 

in the dairy code in its failure to implement recommendation 5 of the ACCC 

Dairy Inquiry that the ‘industry should establish a process whereby an 

independent body can mediate and arbitrate in relation to contractual disputes 

between farmers and processors’.49 Mr Garratt observed that subsection 43(4) 
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46 Mr Eric Danzi, Executive Officer, Queensland Dairyfarmers’ Organisation, Committee Hansard, 

19 June 2020, p. 31. 
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of the dairy code stipulates that a ‘milk supply agreement may provide for 

arbitration’.50 He noted that: 

Since the Dairy Code 2019 has been released, we have seen processors 
offering milk supply agreements that do not have any provision for 
binding determination of arbitration … The result could see farmers come 
to the end of the mediation, as set out in the code, and still have an 
unresolved and unsatisfactory result.51 

4.43 Mr Graham Forbes of Dairy Connect suggested the creation of a statutory 

'fresh food and dairy commissioner' who could 'assist with mediation and 

arbitration, advise parties with milk supply agreements, have the ability to 

adjudicate on farmgate milk prices, have powers of coercion and have the 

ability to publicly name those who breach their agreements'.52 

4.44 Another shortcoming of the code was suggested by QDO. In the view of Mr 

Danzi, the exemption from the requirement of milk supply agreements to have 

end dates where the processor is a cooperative and the farmer is a member of a 

cooperative (subsection 24(3)) was ‘being used to get around the whole intent 

of the code’.53 This point was also made by the President of Dairy Connect who 

noted that ‘the code came about due to the failure of the Murray Goulburn 

Cooperative and actions of Fonterra, a New Zealand based co-op, and no 

leniencies should be given to co-ops in addressing the compliance of the 

code’.54 

4.45 Mr Forbes observed that ‘farmers probably haven't been provided with 

enough information to be able to understand the effects of the mandatory code 

and what advantages farmers may have going forward in negotiating with 

these processes’.55 Mr Shaughn Morgan, chief executive officer of Dairy 

Connect expressed the view that it will: 

… require cultural change, and this will have to be done over a period of 
time; it can't occur instantaneously. I think we're finding, in terms of the 
milk supply agreements and ongoing discussions at the present time, that 
in some ways there probably hasn't been much difference between the 
discussions held this year as against last. What we will find is that (1) we 
have publicly available milk supply agreements; (2) we've finally got a 
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minimum price; and (3) we've gotten rid of some unconscionable clauses in 
milk supply agreements that caused great concern.56 

4.46 Mr Keogh informed the committee in June 2020 that the ACCC had 

commenced work ‘reviewing the 100 or more milk supply agreements that 

have been published to determine the extent to which they meet or are in 

breach of those requirements of the code, and we will take action in the event 

that we identify situations where they don't meet those requirements’.57 

4.47 Mr Keogh also advised the committee that unfair contract terms law is being 

reviewed by the government to raise the threshold for business annual 

turnover from $300,000 to $10 million, which would take in most dairy 

businesses.58 

4.48 Moving forward, Mr Danzi of QDO conceded that: 

… a lot of the processors have amended their behaviour and complied 
with the direction of the code, and that's improved outcomes already, but 
some have not heeded that advice. I think there are going to be two steps: 
firstly, what happens now and how the ACCC responds to the identified 
bad behaviours; and, secondly, what learnings there are over the first two 
years in order to undertake the review next year, because there's supposed 
to be a new code in place for 1 January 2022. So it's about enforcement 
now, learning what the gaps and challenges still are—and I think 
tightening exclusivity and minimum price obligations are probably two of 
them—and then we can see a much more effective code released on 
1 January 2022.59 

Committee view 

4.49 The committee considers that the mandatory dairy code is a positive step 

forward to manage the business relationship between farmers and processors. 

The publishing of minimum prices and terms and conditions for milk supply 

before the commencement of the dairy season has assisted to clear the air, 

allowing farmers to see what is on offer, plan ahead and make investment and 

production decisions with a greater degree of certainty and security for the 

future.  

4.50 While the committee is encouraged that the introduction of the dairy code has 

seen the removal of some unconscionable clauses in milk supply contracts, the 

experience of inquiry participants suggests that some ongoing coercive 
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behaviour by processors, such as contractual sanctions penalising public 

comment, persists.  

4.51 Previous inquiries into the dairy industry have stressed the importance of 

collective bargaining in addressing the power imbalance in the dairy 

industry.60 Evidence before the committee of processors circumventing 

farmers' collectives and providing incentives for farmers to sign individual 

contracts suggest that there is a need to further strengthen collective 

bargaining.61 

4.52 The committee considers non-exclusive contracts to be a vital means of 

providing competition in the industry. Allowing farmers to split their milk 

supply between processors allows farmers to access premium markets and 

provides the flexibility to allow smaller processors to flourish. Furthermore, 

splitting the supply pool into smaller groups may exert upward pressure on 

prices. The committee agrees with witnesses that milk supplied as part of non-

exclusive contracts should not be on the basis of a percentage of farm supply. 

4.53 While the committee welcomes the provision of mediation as a means for 

resolving disputes in the dairy code, the committee believes that the code 

should be strengthened to provide for mandatory arbitration.  

Recommendation 3 

4.54 The committee recommends that the government make the Food and 

Grocery Code of Conduct a mandatory code under the Competition and 

Consumer Act. 

Recommendation 4 

4.55 The committee recommends that the government investigate price 

discrepancies between exclusive and non-exclusive milk supply contracts, 

processors circumventing collective bargaining groups, and the fairness of 

pricing for multi-year contracts. 

Recommendation 5 

4.56 The committee recommends that the government in its 12-month review of 

the dairy code of conduct give consideration to amending the code of 

conduct to require that: 

 non-exclusive supply contracts be on a volume not percentage basis; and 
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 arbitration be made mandatory. 

Recommendation 6 

4.57 The committee recommends that the government produce and distribute 

information for farmers on the bargaining advantages afforded by the code 

of conduct to assist in their negotiations with processors. 

Competition in the dairy supply chain 
4.58 Many submitters discussed the extent to which the dairy code provided 

farmers with greater bargaining power. Ms Annabel Johnson of NSW Farmers 

noted that while ‘the mandatory code of conduct which commenced this year 

has made improvements to milk supply agreements, there is still a larger 

competition reform piece that is required’. The code did not alter the fact that 

farmers still ‘have to deal with powerful providers for their water, electricity, 

farm supplies, finance and freight solutions’ and ‘have to sell their goods into 

supply chains dominated by a few’.62 

4.59 Other submitters agreed that despite the strengths of the dairy code of 

conduct, it doesn’t solve the fundamental problem of the imbalance of power 

in the structure of the industry.63 To Mr Danzi of QDO, ‘it’s unfair for farmers 

to be thrown into a market where they’ve got no ability to bargain’.64 

4.60 To many submitters, a solution would be to include supermarkets in the 

code.65 According to Mr Ken Bryant, executive member of the Far North Coast 

Dairy Industry Group, which represents 140 farmers in northeast NSW: 

The mandatory code has been a step in the right direction, but the problem 
is it doesn't address the relationship between the processor and the 
supermarkets, which, in my view, is where the real problem lies. The 
supermarkets still hold the power. For example, when our contract prices 
were released just at the end of May for 2021, the big question was: will the 
supermarkets keep the drought levy on? They have chosen to do that for 
12 months, but they can take that away as soon as they decide the drought 
is over. And we believe the real price is at least with that on.66 
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4.61 Mr John Dahlsen agreed that retailers should be included in the dairy code but 

cautioned: 

… to have a tri-party arrangement involving dairy farmers, processors and 
retailers would be extraordinarily complex and difficult to negotiate, and I 
don't believe you would reach an agreement with the retailers.67 

4.62 In its 2018 Dairy Inquiry, the ACCC found that the 'relative bargaining position 

of supermarkets, processors and farmers is an important determinant of profits 

that each earns in the dairy supply chain'.68 Inquiry participants agreed that 

supermarkets were the strongest players in the dairy supply chain and 

farmers, as price takers, the weakest. Some participants backed calls for 

stronger regulation of the supermarket sector to address this bargaining 

asymmetry. 

4.63 Mr Andrew Weinert, an agricultural consultant, observed that supermarkets 

and distribution chains are strong buyers due to their home brands and ability 

to allocate shelf space.69 NSW Farmers saw that the retail market, 'being one 

controlled by a few retailers', resulted in retailers being able to 'squeeze 

margins from the rest of the supply chain, particularly in establishing 

discounted dairy products'.70 

4.64 Mr Weinert argued that processors are also in a strong buying position in the 

supply chain as ‘most of the major processors are international and so they just 

want to be making their own margins and not sending it back to the farmers’.71 

The ACCC also observed that the 'generic and perishable nature of raw milk' 

also worked in the favour of processors.72 However, according to the authors 

of the Australian Dairy Plan, processors are also weak sellers due to a 'tough 

domestic trading environment, marked by 10 years of retail price deflation and 

low volume growth' which has led to 'Australian processors [having] little 

capacity to pass through rising production costs, increased energy, labour and 

compliance costs in a deflationary retail environment'.73 
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4.65 The result, as NSW Farmers sees it, is that '[f]armers accrue the greatest loss 

due to the tendency of processors to pass on the costs associated with private 

label brands, rather than challenge the power of the supermarkets'.74 

4.66 The ACCC in its submission disputed that producers are locked into exerting 

downward pressure on milk prices for private label drinking milk due to their 

relationship with supermarkets, explaining: 

… almost all contracts for the supply of private label milk allow processors 
to pass-through movements in farm gate prices to supermarkets. This 
means that processors do not have an incentive to reduce farmgate prices 
as a result of the lower wholesale prices they receive for private label milk, 
as the farmgate prices are passed through to the supermarkets.75 

4.67 The ACCC further argued that 'even if processors were to receive higher 

wholesale prices from sales to supermarkets, this does not mean the processors 

will pay farmers any more than they have to in order to secure milk'.76 Rather, 

'movements in farmgate prices can be attributed to changing demand 

conditions within the export or domestic market'.77 

4.68 Coles Group confirmed that it had 'agreed to multiple cost price increases 

[from processors] over the past 12 months'.78 Coles further noted that apart 

from some limited direct sourcing from farmers it had commenced in July 

2019, it 'is not involved in the setting of the farm gate price between processors 

and suppliers'. Coles was adamant that: 

The domestic retail price does not dictate the farm gate price. The farm 
gate price paid to farmers is set by the processors and reflects prevailing 
market conditions including conditions in international markets.79 

4.69 During hearings for the inquiry, attention focused on how supermarkets could 

ensure that their suppliers were acquiring milk at a fair price from farmers. 

Ms Vittoria Bon, Government and Industry Relations Manager for Coles 

Group, informed the committee that Coles had an Ethical Sourcing Policy, 

Ethical Sourcing Supplier Requirements and required its fresh produce 

suppliers to register on the Supplier Ethical Data Exchange (Sedex), a global 

ethical supply platform.80 Its ethical sourcing document included provisions 
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that allowed Coles to terminate or amend a trading agreement if it was not 

satisfied with the ethical supply of its products.81 

4.70 Mr Oliver Bongardt, managing director of ALDI Australia, similarly assured 

the committee that ALDI had ‘contractual agreements that refer to ethical 

sourcing’ and an ethical sourcing document last updated in April 2019.82 When 

asked how ALDI can establish with certainty how its Queensland processor, 

Lactalis, pays farmers above the cost of production, ALDI informed the 

committee: 

As part of our contractual arrangements, ALDI receives detailed financial 
information from Lactalis on their costs of supply to us. This includes the 
average cost they are paying Queensland dairy farmers at a given point in 
time, and ALDI is then able to compare this against the average price 
published by Dairy Australia for Queensland.83 

4.71 During questioning on how Woolworths Group assured itself that farmers 

were being paid fair prices for milk, head of government relations and 

industry affairs Mr Christian Bennett replied: 

You'll appreciate that we are unable to place pricing pressure on our 
suppliers—upwards, downwards or a fixed price. That would take us into 
very dangerous territory with respect to Australian competition law. It 
would take us into very dangerous territory with respect to the food and 
grocery code.84 

4.72 One of the strongest voices for increased regulation of supermarkets came 

from NSW Farmers. In her evidence to the committee, Ms Annabel Johnson, 

the Head of Policy and Advocacy at NSW Farmers, maintained that: 

Deregulation has not necessarily failed farmers. Competition policy has. It 
is not reregulation that the industry requires; it's a fairer competition 
policy and retail pricing that reflects the value of fresh milk. Despite 
having one of the most concentrated supermarket sectors in the world, the 
number of compliance and enforcement actions should sound some sort of 
alarm for people.85 

4.73 In its submission, NSW Farmers put forward three actions the federal 

government could undertake to reset the competition framework in favour of 
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farmers: reform the unconscionable conduct provisions in the Australian 

Consumer Law; review the National Competition Policy to include fairness as 

a consideration in business dealings; and adequately resource the ACCC to 

undertake compliance and enforcement actions to effectively oversee the 

competition framework.86 NSW Farmers further stated that strong resourcing 

and investigative powers for the ACCC were crucial because: 

The cost of third party legal action is unfeasible for most farmers and small 
businesses, and the power imbalance between farmers and processors 
means that many farmers will be reluctant to provide evidence against 
processors out of fear of being locked out of supply chains … Similarly, the 
ACCC’s investigative capabilities need to be heightened, especially in 
response to claims of unconscionable conduct. Legal cases relating to 
unconscionable conduct typically require specific evidence around harm of 
a competitor in order to be successful, and investigation is often needed to 
demonstrate this.87 

4.74 In its final appearance before the committee, the ACCC provided further 

information on its inquiry recommendations on bargaining power in supply 

chains for perishable agricultural goods.  

4.75 NSW Farmers' observations on the high threshold for unconscionable conduct 

in the courts were supported by the deputy chair of the ACCC. Mr Keogh 

explained that the ACCC's recommendation for reform of unfair trading 

practices in the Australian Consumer Law was necessary as 'there's a gap 

below the threshold of unconscionable conduct, which causes economic harm, 

which reduces incentives to invest and which creates uncertainty amongst 

suppliers in a supply chain … but which isn't captured by the unconscionable 

conduct threshold'. Additionally, a lot of these behaviours 'aren't part of the 

terms of a contract', so fall outside unfair contract terms law.88 

4.76 Mr Keogh reported that the government was about to release a decision and 

regulatory impact statement on the proposed reforms to unfair contract terms 

law that would include 'lifting the threshold, clarifying what a standard form 

contract is, [and] including penalties'.89 

Committee view 

4.77 The committee welcomes recommendations made by the ACCC in its 2020 

inquiry into bargaining power imbalances in perishable agricultural goods 
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markets to further address weaknesses in the Australian Consumer Law as it 

relates to small business unfair contract terms and trading practices.90 

4.78 The committee strongly supports supermarkets maintaining and applying 

ethical supply contracts and policies aimed at ensuring supermarkets and their 

suppliers purchase milk at a fair price that factors in the regional cost of 

production. 

4.79 The committee shares the concerns of inquiry participants about a market 

imbalance in favour of supermarkets in the supply chain and is concerned both 

that supermarkets are not doing enough to ensure that their suppliers are 

treating producers ethically and at the lack of controls over supermarkets that 

behave unethically. 

4.80 The committee supports the introduction of penalties in the Food and Grocery 

Code for supermarkets breaching good faith and their ethical supply contracts 

by buying milk from processors at a rate that is not meeting farmers' costs of 

production. 

Recommendation 7 

4.81 The committee recommends that the government introduces provisions for 

the ethical supply of milk to the Food and Grocery Code aimed at ensuring 

that supermarkets and their suppliers buy milk at a price that exceeds the 

regional cost of production. 

Recommendation 8 

4.82 The committee recommends that the government reforms the competition 

framework to make unconscionable conduct provisions in Australian 

Consumer Law more accessible to farmers, and to incorporate the principle 

of fairness into contractual dealings between supermarkets, processors and 

farmers. 
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Chapter 5 

Industry statistics 

5.1 In the inquiry's terms of reference, the committee was tasked with inquiring 

into the accuracy of statistical data collected by Dairy Australia and the 

Australian Bureau of Statistics (ABS). The statistical efforts of these two 

organisations are discussed below, followed by a discussion of key views and 

concerns raised by inquiry participants. The chapter also discusses industry 

statistics provided by the Queensland Dairy Accounting Scheme. 

Dairy Australia 
5.2 Dairy Australia publishes a number of statistical updates throughout the year, 

including: 

 a monthly production and sales summary report; 

 a monthly production inputs update providing information on farm inputs, 

including water, hay, grain, fertiliser and the weather; 

 a monthly exports report on various Australian dairy export products such 

as butter, milk, cheese and whey products; and 

 a physical and financial analysis of 250 farms under the Dairy Farm Monitor 

Project to enable farmers to compare their farm performance. 

5.3 The main concerns raised by inquiry participants, including Dairy Australia 

itself, centred on the monthly production data and the information published 

under the Dairy Farm Monitor Project. These are discussed in further detail 

below. 

Production statistics 
5.4 Dairy Australia provides monthly milk and manufactured dairy products 

production estimates based on data voluntarily shared by processors.1 

5.5 In its submission to the inquiry, Dairy Australia noted four key issues with its 

data collection: late delivery of data; quality issues with data; unsuccessful 

recruitment of new farming entities; and regional misallocation of milk 

production due to inadequate reporting.2 

5.6 As a result of these issues, Dairy Australia stated that: 

… data collection has become increasingly difficult to maintain total 
coverage of milk production as the percentage of processors contributing 
data to the program reduces and new processors enter the industry who 
are not yet providing data to the DA [Dairy Australia] collection. 
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Unprecedented turnover in supply contracts between different processing 
companies and some new entrants in the processing market is also making 
the collection more difficult.3 

5.7 Recognising these difficulties, Dairy Australia has undertaken a number of 

measures to enhance its milk production data accuracy. For example, in its 

submission to the inquiry it states that it has improved its relationship with 

processors to increase their participation, enhanced its reconciliation 

procedures, commenced cross-referencing of its data, and added a disclaimer 

noting the limitations of the data and possible retrospective adjustments.4 

Dairy Farm Monitor Project 
5.8 The Dairy Farm Monitor Project (the Monitor Project) provides a yearly 

analysis of 250 farms across Australia, with Dairy Australia stating that it 

'informs decision making and prioritisation by key stakeholders across the 

industry including Dairy Australia itself, government bodies and other 

stakeholders in the industry'.5 

5.9 Each jurisdiction prepares its own annual report under the Monitor Project 

with Dairy Australia publishing them on its website.6 This enables dairy 

farmers to compare their farm performances against other industry 

participants, and to identify areas for improvement. 

5.10 Although the various publications under the Monitor Project state clearly that 

they do not represent population averages, as participant farms were not 

chosen based on random sampling of the population, this was a key criticism 

of the datasets it provides. These criticisms expressed by inquiry participants 

are discussed in greater detail later in this chapter. 

Australian Bureau of Statistics 
5.11 The ABS is Australia's national statistical organisation, and provides official 

statistics on a wide range of economic, social, population and environmental 

matters of importance to Australia. 

5.12 Primarily through its Agricultural Statistics Program, the ABS produces a 

range of data on the dairy industry. Specifically these datasets are:7 

 Number of animals on holding and unit counts – Agricultural Commodities, 

Australia (catalogue number: 7121.0) 

                                                      
3 Dairy Australia, Submission 14, p. 6. 

4 Dairy Australia, Submission 14, p. 6. 

5 Dairy Australia, Dairy Farm Monitor Project, https://www.dairyaustralia.com.au/industry-

statistics/dairy-farm-monitor-project (Accessed 7 January 2021). 

6 Please see Dairy Australia's website for each jurisdiction's information. It can be located at: 

https://www.dairyaustralia.com.au/industry-statistics/dairy-farm-monitor-project 

7 Australian Bureau of Statistics, Submission 9, [pp. 1–5]. 

https://www.dairyaustralia.com.au/industry-statistics/dairy-farm-monitor-project
https://www.dairyaustralia.com.au/industry-statistics/dairy-farm-monitor-project
https://www.dairyaustralia.com.au/industry-statistics/dairy-farm-monitor-project
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 Value of milk produced – Value of Agricultural Commodities Produced, 

Australia (catalogue number: 7503.0) 

 Dairy and related products price index – Consumer Price Index (catalogue 

number: 6401.0) 

 Input to manufacturing dairy cattle farming price index – Produce Price 

Indexes (catalogue number 6427.0). 

5.13 In addition to the above datasets, monthly data are available on international 

imports and exports of dairy products.8 Further, estimates regarding 

employment within the dairy industry are also available from the Census of 

Population and Housing.9 

5.14 The ABS states that 'extensive effort' is invested in form design, sample 

selection, collection, and processing procedures to ensure high quality 

statistics, and that it utilises a specific framework, the Data Quality 

Framework, to assess data quality based on its 'fitness for purpose'.10 In 

addition, each area works with methodological and technical experts to reduce 

the four principal influences on data quality: respondent error; processing 

error; partial or non-response; and undercount.11 

5.15 The ABS also utilises collaborative relationships with various organisations to 

deliver its outputs. It works closely with the Department of Agriculture, Water 

and the Environment (the Department); the Australian Bureau of Agricultural 

and Resource Economics and Sciences (ABARES), rural research and 

development corporations, and various industry organisations.12 

5.16 In its submission to the inquiry, the ABS noted that it has also recently 

established a Regional and Agricultural Statistics Advisory Group comprising 

senior figures across government and industry.13 The group's role is to advise 

the ABS on the future direction of statistics related to the agricultural industry, 

land and resource use, community-place based socio-economic conditions, and 

environmental economic accounting.14 

Queensland Dairy Accounting Scheme 
5.17 The Queensland Department of Agriculture and Fisheries (DAF) provides a 

‘comparative analysis service available to Queensland dairy farmers to 

monitor their production and financial performance over time’ through the 

                                                      
8 Australian Bureau of Statistics, Submission 9, [p. 5]. 

9 Australian Bureau of Statistics, Submission 9, [p. 5]. 

10 Australian Bureau of Statistics, Submission 9, [p. 1]. 

11 Australian Bureau of Statistics, Submission 9, [p. 1]. 

12 Australian Bureau of Statistics, Submission 9, [p. 5]. 

13 Australian Bureau of Statistics, Submission 9, [p. 5]. 

14 Australian Bureau of Statistics, Submission 9, [p. 5]. 
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Queensland Dairy Accounting Scheme (QDAS). Established in 1976, QDAS 

data includes ‘milk production, stock numbers, income, cash expenses, non-

cash inputs such as family labour as well as tonnages of feed used, conserved 

and stored’.15 

5.18 In its submission to the inquiry, DAF noted that: 

Farmer participation in QDAS is voluntary and free, with individual farm 
data remaining confidential and only group averages being published. 
Sixty farms contributed data to QDAS in 2018–19 which represents 19% of 
Queensland’s dairy farms and 26.5% of Queensland’s milk production. As 
well as this large sample size, another strength of QDAS is the continuing 
cooperation between farmers and QDAS, with many farms consistently 
contributing data for more than 20 years.16 

5.19 QDAS provides data to Dairy Australia for its web-based farm business 

performance tool DairyBase and a QDAS report is published by DAF each 

year. 

Views on statistical data collected 
5.20 There were mixed views across inquiry participants on the accuracy, 

transparency, and timeliness of industry statistics. The discussion below covers 

the key issues raised in submissions and at the inquiry's public hearings. 

5.21 A number of inquiry participants were confident in utilising the information 

prepared by the ABS and Dairy Australia. For example, in its submission to the 

inquiry, the Department stated that it relies extensively on data collected and 

reported by both the ABS and Dairy Australia.17 Further, the Department 

indicated it has a high degree of confidence in the data these organisations 

collect and release, and consider their datasets to be the most accurate and 

comprehensive available.18 In conclusion, it said: 

Without the data provided by ABS and DA, ABARES ability to 
understand, monitor and forecast the performance of the dairy sector 
would be severely inhibited.19 

5.22 In his evidence to the committee, Mr Peter Gooday, a first assistant secretary 

from ABARES within the Department, highlighted the role of Dairy Australia 

in providing a population listing, and emphasised his confidence in the 

estimations based on sampling from it. Specifically he said: 

We [ABARES] run a survey of dairy farmers each year; there are a bit more 
than 300 in our sample. That sample is drawn from a population list 

                                                      
15 Queensland Department of Agriculture and Fisheries, Submission 29, p. 1. 

16 Queensland Department of Agriculture and Fisheries, Submission 29, p. 1. 

17 Department of Agriculture, Water and the Environment, Submission 8, p. 13. 

18 Department of Agriculture, Water and the Environment, Submission 8, p. 13. 

19 Department of Agriculture, Water and the Environment, Submission 8, p. 13. 
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provided to us by Dairy Australia. It's a stratified random sample—so we 
break the sample up into different size categories of dairy farmers and then 
select randomly from those. The only qualification is that you're on the 
Dairy Australia list and that you come up randomly when we select. We 
do like to keep farms in the survey for a couple of years, because there are 
some pretty big startup costs to being involved in the survey. As I said, 
we've got about 300 sample points; they're spread across dairy areas. We 
have a sampling strategy that gives us enough farms in different size 
categories so that we're confident in coming up with an estimate of the 
averages for that dairy region.20 

5.23 The Queensland Dairyfarmers' Organisation (QDO) suggested that the survey 

methods employed by ABARES allowed for an accurate reflection of dairy 

farms in Queensland. The QDO stated that: 

When organisations such as ABARES undertake farm surveys, they ensure 
that the population is stratified to break up farms into different size 
categories. They decide how many farms to choose in different size 
categories. They select the farms they need to survey with reserves for each 
selected farm which are similar to the selected farms. 

In addition, each farm surveyed has a different weight to reflect how many 
farms they represent. As a result, the estimates made from surveys have 
validity as indicated by the residual standard errors (RSE’s) for each data 
point. Also, it means that the average farm in the survey matches the 
average farm in real life.21 

5.24 Mr Rob Miller, of Narrawilly Dairy, observed that the ABS and Dairy Australia 

provided trend information about, and for, the dairy industry, reflecting 

performance and profitability. Mr Miller held no concerns about the 

performance of the ABS, concluding that it does 'good work'.22 

5.25 In its submission, the Tasmanian Government stated that it has no concerns 

with the data collected and reported by Dairy Australia and the ABS, noting 

that 'the data is more comprehensive and accurate than the data collected and 

publicly reported for many other industries'.23 

5.26 International banking corporation Rabobank analyses issues and trends in the 

global food and agribusiness sectors through its RaboResearch arm and shares 

its findings with its clients. In its submission Rabobank noted that: 

Key to research and analysis of the global food and agriculture sector is the 
ability to collate supply chain data from all parts of the world, which feeds 
into a global picture. Rabobank utilises Dairy Australia data to analyse 

                                                      
20 Mr Peter Gooday, First Assistant Secretary, Department of Agriculture, Water and the 

Environment, Committee Hansard, 19 June 2020, p. 48. 

21 Queensland Dairyfarmers' Organisation, Submission 2, [p. 2]. 

22 Mr Rob Miller, Submission 5, [p. 2].  

23 Tasmanian Government, Submission 16, p. 3. 
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these markets and sectoral trends, and finds the data comparable to that 
provided in other jurisdictions.24 

5.27 A number of other contributors to the inquiry also recognised the value 

provided by the statistical information prepared and released by Dairy 

Australia and ABS, but also raised a number of concerns. For example, Dairy 

Connect, an industry body representing the value chain of the Australian dairy 

industry and other industry stakeholders, did not question the accuracy of the 

data provided by the ABS and Dairy Australia; however, it stated it would 

prefer greater transparency in the data's collection to 'better understand the 

reason for the collection of information and what it will be used for'.25 

5.28 The national advocacy body representing dairy farmers across the six dairying 

states, Australian Dairy Farmers (ADF), stated that Dairy Australia has 

secured and maintained the trust of industry to manage data in a confidential 

manner, and that is it is uniquely capable of aggregating data at the industry 

level.26 Notwithstanding, the president of ADF, Mr Terry Richardson, in his 

opening statement to the committee commented on data limitations and 

variability in dairy industry statistics. He said: 

… we [ADF] recognise these are limited by sample size and data collection 
variability. There is variation across the agencies, between states and 
territories and between [commodities], and our suggestion is for the 
collection agencies to come together to determine ways to streamline and 
incentivise contributions.27 

5.29 In relation to Dairy Australia's Monitor Project, ADF stated that, although 

these datasets are invaluable as a management tool and inform industry 

participants on the key drivers of farm profitability and performance, they are 

not statistically representative of Australian dairy farmers and should never be 

represented as such.28 

5.30 A number of inquiry participants expanded on lack of representation as a key 

deficiency in industry statistics. For example, the peak industry body 

representing Queensland dairy farmers, QDO, was critical of the data 

provided through the QDAS. In its submission to the inquiry QDO stated that: 

The data collected on farm performance in Queensland in the Queensland 
Dairy Accounting Scheme (QDAS) does not give a representative sample 
of farms in Queensland. The average Queensland farm is around 1 million 
litres whereas the average farm in Dairy Australia related surveys is 
1.6 million litres. 

                                                      
24 Rabobank, Submission 12, [p. 3]. 

25 Dairy Connect, Submission 13, p. 3. 

26 Australian Dairy Farmers, Submission 23, p. 19. 

27 Mr Terry Richardson, President, Australian Dairy Farmers, Committee Hansard, 19 June 2020, p. 21. 

28 Australian Dairy Farmers, Submission 23, p. 19. 
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Many smaller farms are excluded, and it appears are not encouraged to 
continue or not approached. The population of the data is not stratified. 
They do not select an unbiased sample but rather a biased one. No weights 
are used. As a result, the estimates are not representative of average 
Queensland dairy farms. 

Farms for QDAS are selected by direct approach by an officer employed by 
Dairy Australia. QDO has received numerous reports of farmers, with 
below average figures or size, being actively dissuaded from participating 
in QDAS.29 

5.31 Although conceding he hasn't had a lot of experience with QDAS, in evidence 

provided to the committee Mr Graham Forbes from Dairy Connect stated that: 

I think it [QDAS] is a very good system and I think the information is 
collected very accurately. Probably my concern about the QDAS pricing is 
that I think it focuses on some very good farmers and farmers that are 
prepared to put their information in, and it may not give a total view of the 
whole industry as well as we'd like to see.30 

5.32 Responding to these criticisms that QDAS is voluntary and does not include 

smaller farms, Mr Graeme Busby, a former Queensland Department of 

Agriculture and Fisheries official, indicated in his evidence to the committee 

that 20 per cent of the farms in the QDAS produce less than 750 000 litres of 

milk.31 

5.33 QDAS in their submission to the inquiry said that while the ‘milk production 

per farm in QDAS is higher than the average production of a Queensland 

dairy farm’, the data are analysed using the stratification method which 

proportionally weights the source data according to the percentage of 

Queensland farms which occur in five size groups. Dairy Australia provides 

the percentage of farms in the five size groups.32 

5.34 United Dairyfarmers of Victoria (UDV), the peak representative body for dairy 

farmers in Victoria, also raised lack of representation in relation to Dairy 

Australia statistics. In its submission it stated that 'many of Dairy Australia's 

statistics used to determine industry performance are not representative of the 

entire industry'.33 The UDV went on to claim that there are not enough farmers 

providing data and, hence, the sample size is too small and contains a 

disproportionate number of high performing farms.34 In conclusion the UDV 

                                                      
29 Queensland Dairyfarmers' Organisation, Submission 2, [p. 2]. 

30 Mr Graham Forbes, President, Farmers Group, Dairy Connect, Committee Hansard, 19 June 2020, 

p. 4. 

31 Mr Graeme Busby, Committee Hansard, 23 July 2020, p. 18. 

32 Queensland Department of Agriculture and Fisheries, Submission 29, pp. 2–3. 

33 United Dairyfarmers of Victoria, Submission 20, [p. 2]. 

34 United Dairyfarmers of Victoria, Submission 20, [p. 2]. 
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states that it 'believes these sample sizes need to be expanded to better reflect 

the broader industry'.35 

5.35 UDV also noted that Dairy Australia commonly relies on data to be voluntarily 

provided by processors and food safety regulators and, hence, its data can only 

be as accurate as what is voluntarily reported. UDV believes this arrangement 

is inadequate and, to improve transparency and reliability, recommends that 

processors be required to report on milk production volumes and the number 

of dairy farms by region.36 

5.36 Mr Kevin Ashworth, representing Farmer Power, questioned the validity of 

the target for farm profitability articulated in the Australian Dairy Plan 2020–

2025. Mr Ashworth contended that the Dairy Plan states that the target is 

'based on a national analysis of farm business performance data monitored by 

Dairy Australia' but that 'the participant farms were not chosen to be 

statistically representative'.37 He argued that this statement 'goes to the very 

core of the accuracy of statistical data collected by DA'.38 

5.37 Similarly, Far North Coast Dairy Industry Group (FNCDIG) indicated that 

smaller, or struggling, farms are less likely to reveal their information and, 

hence, data collected through voluntary surveys represents the 'top end of the 

industry'.39 FNCDIG concludes that '[i]f data collected was a true reflection of 

the whole industry we would see a very different picture of where the total 

industry is situated'.40 

5.38 In addition to these accuracy issues, Dairy Connect and UDV also criticised the 

timeliness of the data provided. Dairy Connect stated that Dairy Australia 

needed to improve the timely dissemination of its data,41 and UDV claimed 

that it is often released with a two to three month lag time.42 

5.39 In responding to criticisms and adverse commentary expressed by a number of 

inquiry participants, Dairy Australia stated that: 

[a]ll statistics collected and published by Dairy Australia … include quality 
control measures to ensure that the data is as complete and accurate as 
possible. It is important to note that much of the key data provided by 

                                                      
35 United Dairyfarmers of Victoria, Submission 20, [p. 2]. 

36 United Dairyfarmers of Victoria, Submission 20, [p. 2]. 

37 Australian Dairy Plan, Australian Dairy Plan 2020–2025: A bold new industry led plan to deliver 

increased profitability, confidence and unity across the industry, September 2020, Appendix F, pp. ii, 2. 

38 Mr Kevin Ashworth, Farmer Power, Committee Hansard, 2 March 2021, p. 9. 

39 Far North Coast Dairy Industry Group, Submission 21, [p. 2]. 

40 Far North Coast Dairy Industry Group, Submission 21, [p. 2]. 

41 Dairy Connect, Submission 13, p. 3. 

42 United Dairyfarmers of Victoria, Submission 20, [p. 2]. 
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farmers and processors is provided on a voluntary basis. The limitations of 
this voluntary data are recognised with appropriate disclaimers included 
in relevant reporting. Further to [Dairy Australia's] original submission, 
the Committee may wish to consider mandating data reporting 
requirements if more complete information is required. 

The Dairy Farm Monitor project is a comprehensive monitoring program 
of farms in all eight dairying regions that have volunteered to take part. 
The farms demonstrate wide variations in performance in each region, and 
due to the intensity of data collection, are a small subset of farms. The data 
is used for benchmarking and comparison purposes, not as a statistical 
representation of performance in each region. We recognise the important 
contribution of state governments in some regions that resource on-farm 
activities and ensure there is strong data integrity.43 

Committee view 

5.40 The collection of accurate statistical data is of critical importance to the 

understanding of trends in milk production and sales, costs of production and 

industry performance. An accurate measure of the costs of production is also a 

prerequisite to determine a fair price for milk.  

5.41 To improve data accuracy the committee endorses mandating the timely 

provision of milk production data and reporting by the postcode of origin of 

the source of the milk. 

5.42 The committee notes a high level of satisfaction among inquiry participants 

with data provided by the ABS, perhaps with the proviso that it and other 

government agencies collecting statistical data be more forthcoming to 

industry participants on why they are collecting data and the purposes for 

which the information will be used. 

Recommendation 9 

5.43 The committee recommends that the government expand the representative 

sample of statistical information collected by Dairy Australia so that it better 

represents the population of Australian dairy farms. 

Recommendation 10 

5.44 The committee recommends that the government maintain a single 

authoritative measure of the cost of production of milk for the eight regional 

milk districts.  

                                                      
43 Dairy Australia, Letter to the Chair of the Standing Committee on Rural and Regional Affairs and 

Transport, 10 January 2020, https://www.aph.gov.au/Parliamentary_Business/Committees/Senate/ 

Rural_and_Regional_Affairs_and_Transport/DairyIndustry/Submissions (Accessed 13 August 

2020). 

https://www.aph.gov.au/Parliamentary_Business/Committees/Senate/%20Rural_and_Regional_Affairs_and_Transport/DairyIndustry/Submissions
https://www.aph.gov.au/Parliamentary_Business/Committees/Senate/%20Rural_and_Regional_Affairs_and_Transport/DairyIndustry/Submissions
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Recommendation 11 

5.45 The committee recommends that the government consider approaches to 

improve the timely provision of milk production data to Dairy Australia by 

processors.  

Recommendation 12 

5.46 The committee recommends that the government consider approaches to 

enhance the information processors provide Dairy Australia regarding the 

locations in which they source their milk. 
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Chapter 6 

The future of the industry 

6.1 The future of the Australian dairy industry has been a matter of ongoing 

discussion and debate for a number of years, and in particular since 2011 with 

the first introduction of $1 per litre home brand milk offered by major retailers, 

and the 2016 price step-downs by major dairy processors.  

6.2 For nearly two decades, the cost of production has outpaced the increase in 

milk price, putting pressure on profit margins and lowering financial returns. 

This reduced profitability has been coupled with unprecedented volatility in 

market variables and the domestic climate.1 This ongoing discussion as to the 

viability of the dairy industry has resulted in calls for the industry to be re-

regulated. 

6.3 While there are a number of challenges facing the Australian dairy industry, 

impacting on both profitability and overall performance, there are also farms 

performing strongly in the current conditions, with Dairy Australia 

acknowledging that there are 'many opportunities to better leverage these for 

greater success across the dairy industry'.2 

6.4 In recognition of these challenges and opportunities, in early 2019 four key 

dairy industry organisations—Dairy Australia, Australian Dairy Farmers 

(ADF), Australian Dairy Products Federation (ADPF), and the Gardiner 

Foundation—decided to develop a new single dairy industry strategic plan.3 

6.5 This plan, now formally known as the Australian Dairy Plan 2020–2025 (the 

Dairy Plan),4 aims to support a viable dairy sector into the future, and is 

discussed in further detail below.  

Australian Dairy Plan 2020–2025 
6.6 The Dairy Plan's purpose, according to its terms of reference, is 'to bring the 

whole of industry together to jointly determine key priorities and activities for 

the next five years'.5 Furthermore, it also aims to 'deliver fundamental change, 

which will build a more profitable, confident and united dairy industry'.6 

                                                      
1 Australian Dairy Plan, Australian Dairy Plan: Draft for Feedback, December 2019, p. 1. 

2 Dairy Australia, Submission 14, p. 1.  

3 Australian Dairy Plan, Australian Dairy Plan: Draft for Feedback, December 2019, p. 5. 

4 Australian Dairy Plan, Australian Dairy Plan 2020–2025: A bold new industry led plan to deliver 

increased profitability, confidence and unity across the industry, September 2020. 

5 Australian Dairy Plan, Terms of reference, April 2019. 

6 Australian Dairy Plan, Terms of reference, April 2019. 
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6.7 During the course of consulting with industry, a number of recurring priorities 

were identified. These were then refined into five core industry commitments, 

supplemented with implementation plans: 

 Commitment 1: We will reform industry structures to create a more 

cohesive dairy industry and strengthen our influence with key stakeholders. 

 Commitment 2: We will attract and support new people and investment to 

build our industry. 

 Commitment 3: We will increase our effort in marketing and promotion to 

build greater levels of trust and improve the value of dairy. 

 Commitment 4: We will intensify the focus on farm business skills to 

improve profitability and better manage risk. 

 Commitment 5: We will restore trust and transparency between farmers and 

processors to strengthen industry confidence.7 8 

6.8 In addition to the five commitments, the Dairy Plan identified a number of 

ongoing programs needed to support the industry. These included: research 

and innovation to reduce the costs of production and manage risk; policy 

leadership to achieve a more favourable operating environment and deliver a 

more confident outlook; market development; learning and capability 

development; leadership to create a positive culture; and leadership to sustain 

the trust and support of the community and consumers.9 

6.9 The Dairy Plan articulated a number of benefits that will be delivered over five 

years through the successful realisation of the action and implementation 

plans including generating around $500 million in additional value at the farm 

gate, increasing milk production by almost a billion litres and contributing 

towards the national target of $100 billion agricultural sector by 2030.10 

Consultations and feedback  

6.10 In the lead-up to the publication of the Dairy Plan on 28 September 2020, a 

number of industry consultation and engagement processes were undertaken, 

and draft documentation was released for comment and feedback.  

6.11 From May 2019 to July 2019, over 1500 farmers, service providers, processors, 

retailers, investors, and other stakeholders participated in consultation 

                                                      
7 Australian Dairy Plan, Australian Dairy Plan 2020–2025: A bold new industry led plan to deliver 

increased profitability, confidence and unity across the industry, September 2020, p. 21. 

8 For further information on each commitment, see pages 22–46 of the Dairy Plan available at: 

https://www.dairyplan.com.au/key-documents.  

9 Australian Dairy Plan, Australian Dairy Plan 2020–2025: A bold new industry led plan to deliver 

increased profitability, confidence and unity across the industry, September 2020, pp. 49–62. 

10 Australian Dairy Plan, Australian Dairy Plan 2020–2025: A bold new industry led plan to deliver 

increased profitability, confidence and unity across the industry, September 2020, pp. 5, 14. 

https://www.dairyplan.com.au/key-documents
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workshops across dairying regions, one-on-one interviews, and via an online 

forum.11 

6.12 Key findings from these consultations were then discussed by 

130 representatives from across the industry at a two-day national workshop 

in Melbourne in July 2019. From these discussions, the following key themes 

were agreed by participants: 

 Transformational change to reform industry structures and strengthen 

advocacy to be more effective, united and efficient. 

 New measures to increase transparency and help manage market risk 

including the establishment of a functioning milk price market and new risk 

measures backed by government legislation. 

 A significant increase in marketing and promotion to build community trust 

and recognition of dairy products, the dairy industry and dairy farmers. 

 Increased effort and new initiatives to attract and support more new people 

to the industry, particularly the next generation of farmers. 

 A heightened focus to address rising costs, risks and volatility on farm, 

including building farmer capability, adopting new innovations, and 

accessing new risk management tools. 

 A concerted effort to change the culture of the industry to position dairy as 

an agri-business leader with a clear and positive focus on excellence. 

 Build on world-leading practice through the Sustainability Framework to 

stay at the forefront with innovative new practices that meet and exceed 

consumer expectations. 

 Better understand how climate change will affect our industry across 

Australia (particularly when it comes to water) and more investment in the 

technological solutions that will help us adapt to a changing climate. 

 Practical initiatives to work with the Federal Government and maximise 

support available from the $100 billion agriculture target and associated 

$4.9 billion drought fund. 

 A clear and ambitious vision for the future of the Australian dairy industry 

such as ‘A united, profitable and growing dairy industry built on high 

standards of environmental sustainability and animal welfare, producing 

high quality and nutritious dairy products to the Australian and 

international markets’.12 

6.13 Following the conclusion of the consultation process, a steering committee was 

formed to oversee the development of reform options, comprising two 

                                                      
11 Australian Dairy Plan, Consultation summary, https://www.dairyplan.com.au/about-the-dairy-

plan/consultation-summary (Accessed 7 January 2021). 

12 Australian Dairy Plan, Consultation Summary, https://www.dairyplan.com.au/about-the-dairy-

plan/consultation-summary  (Accessed 7 January 2021). 

https://www.dairyplan.com.au/about-the-dairy-plan/consultation-summary
https://www.dairyplan.com.au/about-the-dairy-plan/consultation-summary
https://www.dairyplan.com.au/about-the-dairy-plan/consultation-summary
https://www.dairyplan.com.au/about-the-dairy-plan/consultation-summary
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directors from three of the Dairy Plan partner organisations (Australian Dairy 

Farmers, Australian Dairy Products Federation and Dairy Australia). 

6.14 Additionally, a dedicated taskforce, the Joint Transition Team (JTT), was 

created to develop options for the restructuring of the industry and to 

determine more appropriate advocacy arrangements. The work of the JTT is 

discussed in further detail below. 

6.15 In responding to the key themes raised by industry representatives, a draft 

dairy plan (the Draft Plan) was developed and released on 6 December 2019. 

The independent chair, Mr John Brumby AO, stated in the forward to the Draft 

Plan that: 

Over the last two decades, industry settings have changed more than was 
ever envisaged. In this new environment, farmers need better systems, 
better knowledge and skills as well as an increased focus from government 
to help them manage increased market and climate volatility.13 

6.16 In addressing these concerns and challenges, the Draft Plan focused on three 

core aims. These were to lift profitability across the supply chain; rebuild the 

confidence of dairy businesses in the industry's future; and unite the industry 

by working together to address its key challenges.14 

6.17 The Draft Plan intended to achieve these objectives by responding effectively 

to key priorities, continuing to do the fundamentals well, and building and 

sustaining a positive culture.15 

6.18 The Australian Dairy Plan 2020–2025 released in September 2020 included 

further refinements in response to industry feedback including ‘further work 

on our growth scenarios and profitability target as well as a stronger focus on 

cost reduction’. It also included ‘more detail regarding the initiatives that will 

support the delivery of the Dairy Plan and how they will be accomplished’.16 

Structural reform and the Joint Transition Team's report to the Dairy Plan 

Committee 

6.19 Reform of industry structures and advocacy arrangements was one of the key 

themes that emerged during the nationwide consultation phase of the 

Australian Dairy Plan. As a result, a Joint Transition Team (JTT) was formed in 

                                                      
13 Australian Dairy Plan, Australian Dairy Plan: Draft for Feedback, December 2019, p. 2. 

14 Australian Dairy Plan, Australian Dairy Plan: Draft for Feedback, December 2019, p. 1. 

15 Australian Dairy Plan, Australian Dairy Plan: Draft for Feedback, December 2019, p. 1. 

16 Australian Dairy Plan, Australian Dairy Plan 2020–2025: A bold new industry led plan to deliver 

increased profitability, confidence and unity across the industry, September 2020, p. 3. 
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late September 2019 to examine existing dairy industry organisational 

arrangements and recommend options to reform industry structures.17 

6.20 The JTT comprised eight people from across the industry chosen by the 

Australian Dairy Plan Committee for their experience in leadership, business, 

strategic transformation, and the dairy supply chain.18 

6.21 The JTT’s recommendations on reform of industry structures and advocacy 

arrangements were published on 29 January 2020 in a report (the JTT Report) 

to the Australian Dairy Plan Committee. The JTT Report confirmed the need 

for urgent transformational change, stating that: 

[t]he JTT’s analysis confirmed the view expressed by industry participants 
that the current industry institutional arrangements are no longer fit for 
purpose for today or suitable to take the industry forward. There is little 
interest from the industry in continuing with the current structural 
arrangements and it is clear that achieving transformational change is both 
essential and urgent.19 

6.22 In undertaking its work, the JTT developed and tested three potential options 

for reform and decided upon the development of a national organisation 

responsible for providing all industry services—policy, advocacy, research and 

development, and marketing. The JTT named this entity 'NewCo B'. 20 

6.23 The JTT Report highlighted a number of distinctive features of NewCo B, 

which are listed below: 

 One national organisation will be responsible for providing all industry 

services, such as policy, advocacy, R&D and marketing. 

 NewCo B will be the mandated R&D Corporation for the Australian dairy 

industry. 

 The integrated services will be provided across the entire dairy value chain 

at the national and regional levels. 

 NewCo B will have a regional presence through its offices, providing one 

national brand and a clear line of sight for regional dairy businesses 

(farmers, processors and other local businesses and organisations that have 

a shared interest in a thriving dairy industry). 

 There will be one levy for farmers and the integrated services will be funded 

from that levy. 

 Processors will be members and contribute financially. 

                                                      
17 Joint Transition Team, A new national organisation for the Australian dairy industry: Report by the Joint 

Transition Team to the Australian Dairy Plan Committee, January 2020, p. 32. 

18 Joint Transition Team, JTT Report Q&A, January 2020, p. 1. 

19 Joint Transition Team, A new national organisation for the Australian dairy industry: Report by the Joint 

Transition Team to the Australian Dairy Plan Committee, January 2020, p. 3. 

20 Joint Transition Team, A new national organisation for the Australian dairy industry: Report by the Joint 

Transition Team to the Australian Dairy Plan Committee, January 2020, p. 3. 
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 There will be capacity for other membership categories, such as for people 

and organisations that form the wider dairy business community. 

 High performance and the implementation of efficient and effective systems 

and processes will be assured through the formation of a project 

management office that reports to the chief executive officer or the chief 

operating officer. 

 A national forum will provide a mechanism for collaborative discussion by 

dairy value chain businesses of the major issues and opportunities that 

could influence the future profitability and sustainability of the dairy 

industry. 

 NewCo B will provide one point of contact for all dairy businesses, 

governments, domestic/export customers, the media and the public. 

 NewCo B will develop its strategy in consultation with key stakeholders 

and incorporate the findings of consultations conducted in preparing the 

Australian Dairy Plan.21 

6.24 The JTT argued that this new entity represents a transformative change for the 

industry and will provide it with a 'modern, world class model that can excel, 

offering a clear line of sight and accountability to those who fund the 

company'.22 The JTT stated that a particular strength of the new model is its 

ability to effectively develop and advocate for evidence-based policy.23 

6.25 To ensure the viability of the new entity, the JTT envisaged that a one-off 

investment will be required, with ongoing funding from monies provided by 

farmers and processors through levies and membership fees, and the 

generation of income through capitalising on commercial opportunities.24 

6.26 In work in progress by ADF, ADPF and Dairy Australia in leading the reform, 

the JTT Report recommendations ‘will be further shaped and refined through 

consultation with a new industry structure to be put to a vote of industry 

stakeholders’ in the first quarter of 2021.25 

21 Joint Transition Team, A new national organisation for the Australian dairy industry: Report by the Joint 

Transition Team to the Australian Dairy Plan Committee, January 2020, p. 3. 

22 Joint Transition Team, A new national organisation for the Australian dairy industry: Report by the Joint 

Transition Team to the Australian Dairy Plan Committee, January 2020, p. 4. 

23 Joint Transition Team, A new national organisation for the Australian dairy industry: Report by the Joint 

Transition Team to the Australian Dairy Plan Committee, January 2020, p. 4. 

24 Joint Transition Team, A new national organisation for the Australian dairy industry: Report by the Joint 

Transition Team to the Australian Dairy Plan Committee, January 2020, p. 4. 

25 Australian Dairy Plan, Australian Dairy Plan 2020–2025: A bold new industry led plan to deliver 

increased profitability, confidence and unity across the industry, September 2020, pp. 23, 25. 
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Views on the Australian Dairy Plan 
6.27 Although not specifically referenced in the inquiry's terms of reference, a 

number of inquiry participants commented on the Draft Plan in the context of 

approaches required to deliver a more profitable, productive and sustainable 

dairy industry. 

6.28 Dairy Australia, a partner in the development of the Dairy Plan, stated that 

'Dairy Australia’s Strategic Plan for the period 2020–2024 will be strongly 

informed by the final dairy plan recommendations and we remain committed 

to helping to drive the reforms and initiatives identified through the dairy plan 

process to deliver a more viable dairy sector'.26 

6.29 ADPF, also a partner in the Dairy Plan, ventured that the Draft Plan offered a 

'historic reset of how farmers and processors work together'.27 

6.30 To Dairy Connect, the direction taken by the Dairy Plan to provide leadership 

and support the integration of industry organisations is a positive 

development.28 

6.31 NSW Farmers 'strongly supports' the push for transformational change, and 

specified that the new organisation must allow for clear and precise decision-

making, increased advocacy, extension with grassroots connections, measure 

performance 'through outcomes generated rather than activities undertaken', 

be not solely reliant on the levy for funding and have greater accountability for 

levy payers.29 

6.32 In its submission to the inquiry, the Queensland Dairyfarmers' Organisation 

maintained that many farmers feel disenfranchised and that as a result of the 

Dairy Plan: 

… the new entity responsible for RDE and advocacy must have 
proportionally represented democratically elected farmers. It is via this 
grass roots election process that accountability back to farmers is created. 
Currently many farmers feel powerless to change what is seen as a broken 
system since their voice is lost.30 

26 Dairy Australia, Submission 14, p. 14. 

27 Australian Dairy Products Federation, Submission 19, p. 6. 

28 Mr Graham Forbes, President, Farmers Group, Dairy Connect, Committee Hansard, 2 March 2021, 

p. 5.

29 NSW Farmers, Submission 15, [pp. 6–7]. 

30 Queensland Dairyfarmers' Organisation, Submission 2, [p. 2]. 



84 

6.33 A vocal group of stakeholders raised objections to the model for a single 

industry body under the JTT Report and plans to involve, and mandate a levy 

on, processors.31 Dairy farmer advocate Mr John Dahlsen submitted: 

The Australian Dairy Plan Committee Chairman, John Brumby is 
recommending a new entity, which in addition to having dairy farm 
directors, would have representatives from the Processors in particular, 
Fonterra, Saputo and Lion /Mengniu. The basis of this recommendation is 
that it is important to represent the whole dairy supply chain and produce 
integrated plans for the chain. It suggested that issues of conflict between 
the dairy farmer and Processor on such things as pricing can be handled. 
This is naïve. The difficulty about the whole dairy sector is the imbalance 
of power between the retailers and the processors and the processes and 
the dairy farmers. The dairy farmers have very little power. An integrated 
committee reduces their power. The farmers need to have their own entity. 
If the Committee were to pursue a model like this, why not have dairy 
farmers on the boards of the Processors and the Retailers?32 

6.34 A number of inquiry participants expressed objections to the consultation 

process on the Dairy Plan and emphasised the need for stronger accountability 

and farmer representation in current and future industry organisations and 

greater engagement with dairy farmers on the development of critical industry 

changes.33 Witnesses objected to the prospect of dairy farmers being afforded a 

vote on a single model for the structure of industry organisations under the 

Dairy Plan.34 

Committee view 

6.35 The committee commends the vision of the Dairy Plan to provide a unified, 

integrated approach to increase profitability and restore confidence 

throughout the dairy supply chain. The initiatives and implementation plans 

under the Dairy Plan open up the possibility of new collaborative 

opportunities, partnerships and programs for the benefit of the industry as a 

whole. 

6.36 The committee acknowledges the concerns of some submitters who 

emphasised the need for democratic processes, and a strong voice for farmers 

in industry bodies. The committee encourages the Australian Dairy Plan 

31 See, Mr Garry Kerr, CEO, Farmer Power, Committee Hansard, 15 September 2020, p. 15; Mr Bernie 

Free, Committee Hansard, 15 September 2020, pp. 29, 30; Mr Ian Morris and Mr Ben Bennett, 

Submission 32; Sarah Campbell, Submission 33 and other farmers at Committee Hansard, 

15 September 2020, pp. 34–47. 

32 Mr John Dahlsen, Submission 27, p. 83. 

33 Sarah Campbell, Submission 33; Committee Hansard, 15 September 2020, pp. 12–17, 29–47. 

34 Mr Garry Kerr, Chief Executive Officer, Farmer Power, Committee Hansard, 15 September 2020, 

p. 15; Mrs Oonagh Kilpatrick, Committee Hansard, 15 September 2020, p. 31; Mr Bruce Knowles,

Committee Hansard, 15 September 2020, p. 33; Mr John Gleeson, Committee Hansard, 15 September

2020, p. 41; Mr Matthew Glennen, Committee Hansard, 15 September 2020, p. 41.
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Committee to integrate farmer grassroots representation into structural 

reforms under the Dairy Plan. 

Alternative approaches to support a viable dairy sector 

Government intervention and price regulation 
6.37 According to the inquiry's terms of reference, a key aspect of the committee's 

work was to consider the merits of tasking the ACCC to investigate how it can 

regulate the price of milk per litre paid by processors to dairy farmers to 

ensure a viable dairy industry. 

6.38 Price regulations existed prior to the dairy industry being deregulated in 2000. 

Back then, however, the federal and state governments regulated not only the 

pricing of milk, but also its uses, production volumes, and farmer returns.35 

The ACCC stated that deregulation led to a substantial reduction in the retail 

price of milk as well as other dairy products and, in 2001, estimated that the 

savings from sales of supermarket milk to Australian consumers to be around 

$118 million per year as a result.36 

6.39 Shortly after the commencement of this inquiry, Senator Hanson presented a 

private member's bill to the Senate which, among other measures, proposed to 

set a base price for milk. The following discussion provides an overview of this 

bill, and the findings of the Senate committee to which it was subsequently 

referred for inquiry and report. This is then followed by a summary of 

evidence provided by inquiry participants in relation to government 

intervention and price regulation more broadly. 

Saving Australian Dairy Bill 2019 

Background and referral 

6.40 On 2 December 2019, the Saving Australian Dairy Bill 2019 was presented to 

the Senate, as a private senator's bill, by Senator Hanson. On 5 December 2019, 

the bill was referred to the Senate Economics Legislation Committee 

(Economics Committee).37 The bill proposed three new measures to 'ensure the 

viability of the dairy industry', and included: 

 tasking the ACCC with establishing a base or minimum price for the milk 

fat and protein content of milk produced on a farm in each milk region; 

 establishing an inquiry by the Productivity Commission into the 

effectiveness of the above measure regarding the setting of a milk price, and 

35 Australian Competition and Consumer Commission, Submission 7, p. 6. 

36 Australian Competition and Consumer Commission, Submission 7, p. 6. 

37 Journals of the Senate, No. 35, 5 December 2019, p. 1122. 
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whether a legislative regime that requires divestiture by corporations would 

encourage greater competition in food and grocery industries; and  

 introducing a mandatory code to replace the voluntary Food and Grocery 

Code of Conduct.38 

Findings of the Senate Economics Legislation Committee 

6.41 In its final report to the Senate, the Economics Committee concluded that the 

bill had ‘the potential to weaken the domestic dairy industry’. It was of the 

view that setting a base farm gate milk price would not ‘fix the power 

imbalance between dairy farmers and processors and will not reduce input 

costs such as fodder, water, labour and electricity’.39 

6.42 The Economics Committee further concluded that an insufficient case had 

been made for making the Food and Grocery Code of Conduct mandatory, 

and that the bill, if enacted, had the ‘significant potential to damage dairy 

farmers, the supply chain’ and the export market.40 

6.43 In a dissenting report, Labor noted its support for the implementation of the 

mandatory code of conduct from 1 January 2020, but argued that this code 

would not fully address the power imbalance which exists between producers 

and processors.41 

Views on government intervention and price regulation 

6.44 Many inquiry participants concluded that farm gate price regulation was not 

the appropriate mechanism to respond to the challenges of the dairy industry, 

with the possible negative impacts on productivity, trade and market 

competitiveness a particular concern.42 

6.45 The ACCC and the Department of Agriculture, Water and the Environment 

(the Department) highlighted the challenges with regulating the price of milk 

and some unintended consequences resulting from similar programs in other 

industries, such as the wool industry.43 

38 Saving Australian Dairy Bill 2019, Explanatory Memorandum, p. 1. 

39 Senate Economics Legislation Committee, Saving Australian Dairy Bill 2019, March 2020, pp. 14–15. 

40 Senate Economics Legislation Committee, Saving Australian Dairy Bill 2019, March 2020, p. 15. 

41 Senate Economics Legislation Committee, Saving Australian Dairy Bill 2019, March 2020, [p. 16]. 

42 See Tasmanian Government, Submission 16; United Dairyfarmers of Victoria, Submission 20, p. 3; 

Rabobank, Submission 12; Ms Shannon Notter, Ms Lisa Dwyer and Ms Karrinjeet Singh-Mahil, 

Committee Hansard, 15 September 2020, pp. 24, 25; Fonterra Australia, Submission 22, p. 2; 

Australian Dairy Farmers, Submission 23, p. 51; South Australian Dairyfarmers Association, 

Submission 26; Department of Agriculture, Submission 8; and Australian Dairy Products Federation, 

Submission 19. 

43 See page 10 of Submission 8 for further details on the Wool Price Reserve Scheme. 
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6.46 Similarly, the Department did not see the merit in regulating the price of milk 

per litre paid by processors to farmers.44 In their submission to the inquiry, the 

Department stated that '[r]e-regulating the milk price would slow the gains in 

innovation and productivity that have been made in the industry since 

deregulation'.45 It claimed that, by suppressing incentives to innovate and 

improve productivity, introducing a floor price for fresh milk would make the 

agriculture sector's ambition to reach $100 billion in gross value production by 

2030 more challenging.46 

6.47 In relation to international markets, the Department stated that if a floor price 

was put in place which exceeded export parity, domestic exporters would be 

unable to pass on the additional cost and hence, have difficulty maintaining 

their international competitiveness. Furthermore, producers of manufactured 

dairy products would also become less competitive with imported products to 

the domestic market, potentially resulting in Australian businesses losing 

market share to international operators.47 

6.48 The Department also stated that an administered floor price could put 

Australia in violation of its commitments under World Trade Organisation 

rules, and undermine Australia's broader efforts to secure market access to 

other agricultural products.48 

6.49 To the United Dairyfarmers of Victoria, the impact on the export industry was 

the key issue with a floor price on milk: 

To return to a regulated market, Victoria would have to reduce production 
to only supply the domestic market. This means 2 billion litres of milk 
would have to leave the Victorian dairy industry alone to make re-
regulation viable. The average Victorian dairy farm produces 1.5 million 
litres annually; meaning over 1,100 Victorian dairy farmers would have to 
exit the industry. Re-regulation is not a viable option for the Victorian 
dairy industry and would force more farmers to leave the industry.49 

6.50 The ACCC stated that its previous inquiries and investigations have informed 

its view that regulating milk prices in Australia would cause region-specific 

issues, as well as broader economic, social and legal challenges. For example, it 

stated that regulation may risk the export competitiveness of processors and 

favour low-cost farmers, such as those operating in south-eastern Australia.50 

44 Department of Agriculture, Water and the Environment, Submission 8, p. 8. 

45 Department of Agriculture, Water and the Environment, Submission 8, p. 8. 

46 Department of Agriculture, Water and the Environment, Submission 8, p. 9. 

47 Department of Agriculture, Water and the Environment, Submission 8, p. 8. 

48 Department of Agriculture, Water and the Environment, Submission 8, p. 9. 

49 United Dairyfarmers of Victoria, Submission 20, p. 3. 

50 Australian Competition and Consumer Commission, Submission 7, p. 5. 
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6.51 The ACCC noted that any price regulation would need to be 'responsive to the 

complexities of milk production costs that vary between farmers, across and 

between states, and throughout the year'.51 A single price applied nationally 

would favour those farmers with lower production costs, encouraging them to 

increase production and, given milk can be transported long distances and 

across borders, potentially crowd out those higher cost producers. To avoid 

this, the ACCC stated that a quota system would be required.52 

6.52 United Dairyfarmers of Victoria (UDV) highlighted the difficulties in 

standardising pricing across the country: 

The cost of production is specific to not only a region but a farmer. We can 
have two dairy farmers side-by-side who have different calving periods 
and different cows on their farm which produce different solids. We can't 
standardise two dairy farms side-by-side, because of all the nuances within 
their own business.53 

6.53 Mr Kevin Ashworth presented a contrary position that it is ‘quite easy to 

calculate the base milk price and it’s quite easy to calculate it per region’. His 

solution involved using accounting or tax records to assess the financial 

position of dairy farms and the cost of production and then adding a mark-up 

to ensure viability.54 

6.54 Dairy business analyst Mr David Beca argued that that milk price is not 

relevant to the decline in profitability of dairy farms in Australia. In his 

published findings Mr Beca argued that Australian dairy farmers have been 

paid a competitive milk price in 2003–19 compared to major exporting 

countries and concluded ‘there does not appear to be objective evidence to 

suggest that the milk price has suffered as a result of deregulation’.55 

6.55 ADF highlighted that the Australian dairy market has lower government 

intervention than other major dairy-producing regions such as the United 

Kingdom, New Zealand, Canada, and the European Union. It stated that 

Australian consumers generally, but especially those who do not consume 

dairy products, benefit from this approach, as they do not have to fund 

government subsidies through their taxes.56 

51 Australian Competition and Consumer Commission, Submission 7, p. 6. 

52 Australian Competition and Consumer Commission, Submission 7, p. 6. 

53 United Dairyfarmers of Victoria, Committee Hansard, 15 September 2020, p. 9. 

54 Mr Kevin Ashworth, Farmer Power, Committee Hansard, 15 September 2020, p. 16; Mr Kevin 

Ashworth, Submission 25, pp. 2, 3. 

55 Mr David Beca, Submission 31, pp. [1, 8–9]; Mr David Beca, Committee Hansard, 15 September 2020, 

p. 36.

56 Australian Dairy Farmers, Submission 23, p. 51. 
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6.56 Similar to the Department's concerns discussed above, the ADF stated that a 

minimum price set above the market clearing price would likely diminish 

incentives to innovate and improve productivity across the supply chain; and 

reduce profitability and international competitiveness.57 

6.57 WAFarmers Dairy Council, the peak advocacy group for the dairy industry in 

Western Australia, did not agree that the ACCC should lead an investigation 

into the regulation of milk prices. Instead, it stated that any such investigation 

should be undertaken by an independent body with dairy farmer 

representation.58 

6.58 South Australian Dairyfarmers Association argued that the 'anguish which has 

been caused in the Australian dairy industry in recent years has been the 

product of artificial price setting mechanisms' such as $1 per litre milk, that 

'the imposition of a floor price is just another manifestation of an artifice which 

is artificiality by another means' and that the ACCC 'must be the overseer of 

the laws relating to competition … but it cannot be the organ of price fixing'.59 

6.59 Some submitters were, however, open to the idea of tasking the ACCC to 

investigate options to improve the viability and profitability of dairy farmers.60 

6.60 Dairy Connect stated that market failure has been prevalent in the industry 

since deregulation in 2000. Given this, it highlighted the vital role that the 

ACCC plays in relation to overseeing the dairy industry, and stated that there 

may be merit in enabling the ACCC to report on the regulation and marketing 

of milk on a regular basis.61 

6.61 NSW Farmers argued that 'owing to the critical state of the industry it is 

important that regulatory options to assist farmers are investigated' and that 

these might include 'a levy placed on dairy products at retail or a regional milk 

floor price'.62 

6.62 Queensland Dairyfarmers' Organisation (QDO) stated that pricing distortions 

have been a major problem in the dairy industry since deregulation and, if the 

problems cannot be resolved, then government intervention, of some form, 

57 Australian Dairy Farmers, Submission 23, p. 51. 

58 WAFarmers Dairy Council, Submission 18, p. 4. Other submitters with reservations about ACCC 

involvement were Mr Tony Pantlin, Submission 3; Mr Rob Miller, Submission 5 and Mr Kevin 

Ashworth, Submission 25. 

59 South Australian Dairyfarmers Association, Submission 26, pp. 4, 6. 

60 Those supportive of an inquiry included Queensland Dairyfarmers' Organisation, Submission 2; 

Mr Tony Pantlin, Submission 3; Dairy Connect, Submission 13; and NSW Farmers, Submission 15. 

61 Dairy Connect, Submission 13, p. 4. 

62 NSW Farmers, Submission 15, p. 14. 
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will be required. Given this, QDO concluded that all options should be 

investigated as a matter of priority.63 

6.63 A number of submitters argued that more time is needed to evaluate the 

success of current initiatives before resorting to re-regulation. ADPF expressed 

the view of several submitters when it asked 'that the [Dairy] Code, along with 

the initiatives proposed under the Australian Dairy Plan are allowed a fair and 

equal opportunity to be implemented and evaluated before any other 

regulatory approach to [farm-gate milk pricing] is considered'.64 

Committee view 

6.64 The committee notes the reservations expressed by submitters at government 

regulation of farm gate milk prices and agrees that such a scheme would need 

to be carefully considered to avoid negative effects on farmers in higher 

production cost regions and the industry's export competitiveness. However 

the committee agrees with the views of a number of submitters that all options 

should be fully explored. For this reason the committee supports tasking the 

ACCC to inquire into the merits and efficacy of establishing a floor price for 

milk to support a viable dairy industry. 

Recommendation 13 

6.65 The committee recommends that the ACCC be tasked with investigating a 

mandatory minimum farm gate price for milk in each dairy region. 

Other approaches raised by inquiry participants 
6.66 In addition to government price regulation, a number of inquiry participants 

proposed alternative ideas to improve the profitability and sustainability of the 

dairy industry. These are discussed below.  

Extend the retail levy on fresh milk  

6.67 In September 2018, following a campaign by the Queensland Dairyfarmers 

Organisation, supermarket retailers Woolworths and Coles agreed to add a 

10 cents a litre drought levy to the retail price of three-litre private label milk in 

the drought-affected eastern states, with the extra margin to be passed back to 

dairy farmers.65 

63 Queensland Dairyfarmers' Organisation, Submission 2, [pp. 3–4]. 

64 Australian Dairy Products Federation, Submission 19, p. 6. See similar views in Fonterra Australia, 

Submission 22, p. 2; Rabobank, Submission 12, pp. 3, 4; and Tasmanian Government, Submission 16, 

p. 3.

65 Sue Neales, ‘Supermarkets’ limited levy puzzles farmers’, The Australian, 21 September 2018, p. 2. 

https://parlinfo.aph.gov.au/parlInfo/download/media/pressclp/6222722/upload_binary/6222722.pdf;fileType=application%2Fpdf
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6.68 By March 2019, Woolworths, Coles and ALDI had extended the 10 cents a litre 

price increases to help support drought-affected farmers onto both two- and 

three-litre private label milk.66 

6.69 ALDI lifted the price of its homebrand milk range by a further 10 cents a litre 

in July 2019 as ‘the direct result of the recent increase in the farm gate milk 

prices agreed between our milk suppliers and the dairy farmers’.67 While Coles 

and Woolworths rapidly followed suit, the secondary price rises did not 

directly benefit farmers.68 

6.70 After an ACCC investigation, Coles agreed in December 2019 to repay 

$5.25 million after it failed to pass the full amount of the March 2019 price 

increase on two- and three-litre private label milk onto farmers who supplied 

milk processor Norco.69 

6.71 There is growing support in the dairy industry for increasing support to 

farmers through retail sales.70 Witnesses from Dairy Connect, Australian Dairy 

Farmers, and NSW Farmers supported minimum retail milk prices of $1.50 per 

litre, with the proceeds flowing to farmers through the processors.71 

6.72 Other submitters have advocated for advancing the retail levy principle 

further, arguing that this mechanism does not invoke the international trade 

disadvantages of farm gate milk price regulation.  

6.73 Australian Dairy Farmers argue that retail levy schemes 'would not breach 

Australia's World Trade Organization (WTO) commitments regarding export 

subsidy payments': 

However, the pool of money that could be distributed back to dairy 
suppliers under any new regulated retail levy scheme would have to 
comply with Australia's existing domestic support commitments to the 
WTO (namely the total industry benefit must not exceed an AMS 

66 Eli Greenblat, ‘Milk war over: Coles, Aldi lift prices’, The Australian, 20 March 2019, p. 1. 

67 Marion Macdonald, ‘Aldi lifts retail milk price another 10 cents’, National Farm Online, 25 July 

2019. 

68 Melissa Martin, Kim Honan and Anthony Pancia, ‘Coles joins Aldi, Woolworths raising price of 

milk, but benefit to dairy farmers unclear’, ABC News online, 25 July 2019. 

69 Ben Butler, ‘Coles to pay milk supplier $5.25m after allegedly failing to pass on full price increase’, 

The Guardian, 5 December 2019. 

70 United Dairyfarmers of Victoria were open to the ACCC investigating a retail levy on milk 

(Committee Hansard, 15 September 2020, p. 3). 

71 Dairy Connect, Committee Hansard, 19 June 2020, p. 8; NSW Farmers, Committee Hansard, 19 June 

2020, p. 17; Australian Dairy Farmers, Committee Hansard, 19 June 2020, p. 20. Queensland 

Dairyfarmers’ Organisation supported $1.50 per litre milk in the media in November 2019. 

https://parlinfo.aph.gov.au/parlInfo/download/media/pressclp/6566445/upload_binary/6566445.pdf;fileType=application/pdf
https://www.farmonline.com.au/story/6292376/aldi-lifts-retail-milk-price-another-10-cents/
https://www.abc.net.au/news/2019-07-25/dairy-industry-welcomes-aldi-woolies-coles-milk-price-rise/11346188
https://www.abc.net.au/news/2019-07-25/dairy-industry-welcomes-aldi-woolies-coles-milk-price-rise/11346188
https://parlinfo.aph.gov.au/parlInfo/download/media/pressclp/7066803/upload_binary/7066803.pdf;fileType=application/pdf
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[Aggregated Measure of Support] ceiling for all agriculture of $472 Million 
per annum).72 

6.74 Under the WTO Agreement on Agriculture, there are specific rules regarding 

domestic support for agricultural producers. For agricultural support 

measures to be exempt from the agreement, the 'general criteria are that the 

measures must have no, or at most minimal, trade-distorting effects or effects 

on production' and must not involve 'transfers from customers'.73 Member 

countries are allowed non-exempt agricultural support measures such as price 

support up to a cap—the Aggregated Measure of Support (AMS).  

6.75 ADF calculates that based on national milk sales of 2.48 billion litres per 

annum, a 19 cents per litre retail levy on domestic milk sales would raise 

$460 million. If the scheme were to be extended to all milk supplies (including 

manufacturing milk), the maximum allowable levy under WTO rules would be 

6c per litre. ADF notes that in 'recent years Australia has reported a zero AMS 

to the WTO' but speculates that it is 'unclear whether the federal government 

would be prepared to allocate its entire AMS entitlement to just one industry 

(i.e. dairy)'.74 

6.76 Mr John Dahlsen put forward a model to the committee for a retail price 

transfer payment that would benefit all dairy farmers, rather than just those 

supplying private label drinking milk. Mr Dahlsen proposed that the retail 

price of milk be increased by 40 cents and that the revenue raised from 

consumers be forwarded to farmers via the processors, in proportion to the 

litres of milk delivered by the farmers to the processors. After adjustments 

taking into account farmers supplying milk for processing rather than the 

drinking milk market, an ‘increase of $0.40 to the retail price of milk will only 

give farmers a 13.3c increase on the average litre price at the farm gate from 

about $0.48 to $0.61 representing an increase of 27.7%’.75 

6.77 Mr Dahlsen submitted that this solution leaves farmers ‘free to regulate their 

prices as they see fit’ and avoids many of the issues associated with setting 

72 Australian Dairy Farmers, 'ADF response to The Dairy Inquiry Crisis—the case for government 

intervention (the Dahlsen report)', 21 May 2020, additional information received 23 June 2020, p. 10. 

73 World Trade Organization, Agriculture: Explanation, Domestic Support, 

https://www.wto.org/english/tratop_e/agric_e/ag_intro03_domestic_e.htm (accessed 29 September 

2020). 

74 Australian Dairy Farmers, 'ADF response to The Dairy Inquiry Crisis—the case for government 

intervention (the Dahlsen report)', 21 May 2020, additional information received 23 June 2020, p. 10. 

75 Mr John Dahlsen, Submission 27, pp. 4, 30. 

https://www.wto.org/english/tratop_e/agric_e/ag_intro03_domestic_e.htm
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farm gate prices such as interrupting the flow of supply and demand or 

favouring inefficient farmers.76 

6.78 ADF argue that a regulated retail levy would constitute a state or federal tax 

and would require a formal budget appropriation, an independent agency 

disbursing the funds, an 'agreed method of disbursement including 

considerations for different farm ownership structures (sharefarmers etc)' and 

an independent auditing process.77 

Committee view 

6.79 The committee agrees with the view expressed by the ACCC and many other 

submitters to the inquiry that market imbalance between farmers, producers 

and retailers is the core issue affecting the performance and profitability of the 

Australian dairy industry. While the mandatory Dairy Code goes some way to 

ensuring price security and fairer contract provisions in milk supply contracts 

for dairy farmers, the effect on increasing farm gate prices to ensure the 

viability of farm businesses is less certain.  

6.80 The committee considers that the industry would benefit from instituting 

temporary measures to support dairy farmers until long-term structural 

changes can be made. A retail levy allows consumers to make purchasing 

decisions that support farmers without creating potentially market-distorting 

conditions while further investigations take place on the feasibility of 

introducing competition reforms and a floor price on milk. To this end the 

committee calls on the government to investigate options and mechanisms to 

support farmers as an interim measure through the application of a retail levy. 

Recommendation 14 

6.81 The committee recommends that the government consult with industry 

stakeholders to investigate a retail sales levy that would increase returns to 

farmers. 

Improve labelling of products 

6.82 A recurring concern raised by industry participants through the inquiry was 

inadequate origin labelling and the marketing of plant-based alternatives as 

'milk' products.  

Country of origin labelling 

                                                      
76 Mr John Dahlsen, Committee Hansard, 23 July 2020, p. 57; Mr John Dahlsen, Submission 27, 

supplementary paper, p. 14. A critique of John Dahsen's report by Australian Dairy Farmers was 

provided to the committee as additional information, received 23 June 2020. 

77 Australian Dairy Farmers, 'ADF response to The Dairy Inquiry Crisis—the case for government 

intervention (the Dahlsen report)', 21 May 2020, additional information received 23 June 2020, p. 14. 
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6.83 Country of origin labelling is regulated by the Country of Origin Food 

Labelling Information Standard 2016 which came into effect in July 2018. All 

dairy products covered by the Standard require country of origin labelling and 

most are required to indicate the percentage of ingredients sourced from 

Australia. Imported 'priority' food (which includes most dairy products) must 

carry a country of origin text statement in a clearly defined box. The ACCC 

promotes and monitors compliance with the Standard.78 

6.84 UDV stated in its submission that it would 'like to see much clearer country of 

origin labelling on all dairy products in supermarkets to help consumers make 

more conscious decisions when buying diary products'.79 

6.85 NSW Farmers also raised this as a key concern. In evidence to the committee, a 

Dairy Committee member, Mr Phil Ryan, noted that improved labelling would 

result in consumers making a more informed choice and, consequently, help a 

large number of dairy farmers in Australia. Specifically, he said: 

Strengthening country-of-origin labelling to make it very clear that product 
is imported is one of the things that could help, let's say, 4,000 of the 5,200 
dairy farmers in the country, to help protect us from cheaper imports. 
Coles and Woolworths are both importing butter. Their cheapest butter is 
from New Zealand, underselling Australian farmers. That is all fair under 
our free trade agreement with New Zealand, but the labelling of those 
imported products could be improved to help consumers make a choice to 
support us.80 

Region of origin labelling 

6.86 The chairman of Premium Milk Group, Mr Peter Garratt, was concerned about 

consumers being misled into believing that all milk is of comparable freshness, 

regardless of how far away it originated. In his evidence he stated: 

The issue that I'm trying to raise here is that that milk is brought up in a 
manner that is obviously meeting health requirements but is being sold as 
fresh milk alongside our Queensland milk—or any other region where it's 
being produced for the drinking milk market. It's being sold as an 
equivalent fresh product, and we don't believe that it is. Due to the lack of 
appropriate labelling standards, customers are unaware of these conditions 
and are being misled and deceived into believing that all milk is of 
comparable freshness. Customers who buy fresh milk expect it to be 
exactly that: fresh. I believe there is an opportunity here, particularly for 
Queensland, to see that this issue is addressed via a mandate from 
government to ensure retailers and processors are declaring the origin of 
the milk.81 

                                                      
78 Australian Competition and Consumer Commission, Country of origin labelling and the dairy 

industry, March 2019. 

79 United Dairyfarmers of Victoria, Submission 20, [p. 6]. 

80 Mr Phil Ryan, Dairy Committee Member, NSW Farmers, Committee Hansard, 19 June 2020, p. 12. 

81 Mr Peter Garratt, Chairman, Premium Milk Group, Committee Hansard, 23 July 2020, p. 21. 
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The use of the term 'milk' across products 

6.87 ADF raised their ongoing concerns regarding the term 'milk' being used in 

product titles where it is not included in the product's ingredient list. ADF 

submitted that this is a clear form of market failure requiring government 

intervention to resolve, and results in consumers who are 'confused and 

misled'.82 

6.88 Mr Craig Hugh, the director of strategy and policy at ADF, also noted an 

inconsistency within the Australia New Zealand Food Standards Code 

allowing this to happen. In addition to a broader review of truth in labelling, 

he recommended this specific issue be resolved to allow regulators to enforce 

the standard. He said: 

There is a clause in the Food Standards Code which clearly says that the 
definition of 'milk' is 'the mammary secretion of an animal'. Therefore, to 
use the word 'milk' on a plant based product is clearly inconsistent with 
that definition, but there is a clause in the Food Standards Code which 
actually permits that to occur, and therefore the regulators can't do the 
enforcement. So we've suggested that that clause be removed and also that 
a broader review of truth in labelling be done.83 

6.89 In responding to this issue, the Deputy Secretary of the Department, 

Ms Rosemary Deininger, said: 

In relation to the issue of plant based milk, or beverages that might come 
from almonds or other products, I can confirm that there was a discussion 
at the Australia and New Zealand Ministerial Forum on Food Regulation. 

At that forum in November, they agreed that the Food Regulation 
Standing Committee, the official committee which sits below that 
ministerial group, should look at the issue of synthetic foods, including 
giving consideration to plant based milk. That work is ongoing.84 

Committee view 

6.90 The committee agrees that deceptive labelling of imported product is a serious 

issue but is of the view that the country of origin rules for food products are 

adequately covered by the Country of Origin Food Labelling Information 

Standard 2016. The committee encourages farmers and consumers to raise 

specific concerns about misleading country of origin product labelling with the 

ACCC.  

6.91 The committee notes submitters' concerns with the labelling of plant-based 

dairy substitute products but recognises that whether such labelling is 

                                                      
82 Australian Dairy Farmers, Submission 23, p. 67. See also Dairy Connect, Committee Hansard, 

2 March 2021, p. 1. 

83 Mr Craig Hough, Director of Strategy and Policy, Australian Dairy Farmers, Committee Hansard, 

19 June 2020, p. 27. 

84 Ms Rosemary Deininger, Deputy Secretary, Department of Agriculture, Water and the 

Environment, Committee Hansard, 19 June 2020, p. 48. 
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misleading depends on the context. The committee awaits with interest the 

outcome of the work of the Food Regulation Standing Committee of the 

Australia and New Zealand Ministerial Forum on Food Regulation into 

regulatory and labelling issues relating to plant based alternatives to animal-

derived products. 

6.92 The committee supports improved point-of-origin labelling of dairy products 

to provide customers with the information to choose to support regional 

produce but does not advocate a mandatory labelling standard.  

Address dumping of dairy products into Australia 

6.93 In its submission, Farmer Power raised concerns regarding the dumping of 

overseas manufactured dairy products in Australia, especially cheese, at a 

lower than normal value and the lack of government action to stop the 

practice.85 This issue was also mentioned by QDO, which was concerned that 

product is being dumped into Australia from countries which subsidise their 

domestic industries.86 

Committee view 

6.94 Anti-dumping measures are vital to ensure that Australian farms face free and 

fair competition. The committee notes that Australian has a long-standing anti-

dumping and countervailing system to provide suitable remedies against 

unfairly traded goods. The committee calls on the government to ensure that 

the anti-dumping legislation remains fit for purpose for protecting Australian 

dairy farmers.  

Build management capabilities 

6.95 Rabobank Australia, a financial services firm, stated in its submission that 

there should be a focus on building the financial and business management 

capabilities of dairy farmers. It noted a large discrepancy between dairy farmer 

performance across the industry and suggested that '[e]mbedding best-practice 

farm, financial and business processes can lift the performance of 

underperforming farms, which will significantly improve the viability of the 

dairy industry as a whole'.87 

6.96 ADF also submitted that a greater focus on lifting management skills is 

required across the industry, stating that '[n]ow more than ever farm business 

skills and tools are required to manage economic and production risk'.88 As 

one witness to the committee expressed it, ‘we need to be production 

                                                      
85 Farmer Power, Submission 17, p. 5. Also raised by Mr Graham Forbes, President, Farmers Group 

Dairy Connect, Committee Hansard, 19 June 2020, p. 1. 

86 Queensland Dairyfarmers' Organisation, Submission 2, [p. 4]. 

87 Rabobank Australia, Submission 12, p. 5. 

88 Australian Dairy Farmers, Submission 23, p. 71. 
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managers, risk managers, financial managers and staff managers, and our skill 

sets have needed to develop and adapt’.89 

Committee view 

6.97 High-level business management skills are required by Australian dairy 

farmers to respond to market and climate volatility and manage risk. The 

committee notes that Dairy Australia currently funds farm and business 

management and includes ‘capable people’ as part of its strategic priorities. 

The committee also endorses the programs and commitments in the Australian 

Dairy Plan to 'intensify the focus on farm business skills to improve 

profitability and better manage risk', increase the proportion of farmers with 

effective farm business plans, and extend the capability of the dairy 

workforce.90 

Access to labour 

6.98 According to Australian Dairy Farmers, an additional 800 employees will be 

needed on Australian dairy farms by 2023.91 A number of inquiry participants 

stated that the dairy industry is facing a shortage of skilled workers, with one 

witness ranking the difficulty of getting good-quality staff alongside the milk 

price step-downs of 2016 as one of ‘two things that have come close to us 

thinking seriously about getting out’ of the industry.92 Noting this, NSW 

Farmers stated that a key objective of the industry should be the development 

and delivery of adequate programs to attract new entrants and to build 

industry capability.93 

6.99 UDV highlighted the importance of farmers being able to easily source skilled 

labour to help with their businesses and indicated that there is an increasing 

reliance on transient foreign labour. Given this, UDV believes that an 

expansion of designated area migration agreements could help meet the 

current labour shortage by providing access to more overseas workers than 

standard skilled migration programs.94 

6.100 ADF noted that the dairy industry offers rewarding careers, but there exist a 

number of barriers for new entrants to overcome around finance, relocation, 

and industry negativity. ADF concluded that 'strong and positive industry 

89 Ms Shannon Notter, Committee Hansard, 15 September 2020, p. 23. 

90 Australian Dairy Plan, Australian Dairy Plan 2020–2025: A bold new industry led plan to deliver 

increased profitability, confidence and unity across the industry, September 2020, pp. 38–39, 58. 

91 Australian Dairy Farmers, 'ADF response to The Dairy Inquiry Crisis—the case for government 

intervention (the Dahlsen report)', 21 May 2020, additional information received 23 June 2020, p. 6. 

92 Ms Karrinjeet Singh-Mahil, Committee Hansard, 15 September 2020, p. 25. 

93 NSW Farmers, Submission 15, p. 18. 

94 United Dairyfarmers of Victoria, Submission 20, p. 5. 
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leadership, capability and culture' is required to overcome these barriers, and 

that more investment is required in education and culture development.95 

6.101 Mr Shaughn Morgan, chief executive officer of Dairy Connect, also spoke of 

the need for leadership in attracting young people: 

Let's engage with them at the secondary school level. Let's find mentors for 
those that are on the farm at the current time. There are some strong young 
farmers in the dairy industry coming forward who will provide strong 
leadership for the industry in the years ahead, and we need to ensure that 
we're able to give them that support, and Dairy Australia and the national 
bodies need to play that role.96 

Committee view 

6.102 The committee supports the commitment in the Australian Dairy Plan to 

attract and support new people in the dairy industry.97 Measures of success for 

this commitment suggested under the Dairy Plan include that by 2025 all 

sections of the industry will have access to skilled people they require to meet 

their operating needs and that there will be clear pathways to farm ownership 

and capital. The committee also observes that the impact of COVID-19 has 

critically affected the availability of overseas workers.  

6.103 The committee encourages the government to investigate ways to reduce 

barriers to new entrants such as by reducing the regulatory costs of doing 

business, assisting young farmers to access low-interest loans and by 

providing incentives for school-leavers or graduates to take up on-farm 

careers.  

Improve marketing and promotion 

6.104 UDV observed that more could be done to improve consumer awareness of the 

health and welfare benefits of dairy products, and stated that the industry 

needed to 'increase the scale and effectiveness of marketing and promotion to 

build trust in dairy products and win support for the dairy industry'.98 

6.105 This position was supported by the national policy and advocacy body, ADF, 

which stated that there should be a focus on improving consumer awareness 

of the health and nutritional benefits of dairy, with an emphasis on the value 

of buying Australian dairy products.99 

                                                      
95 Australian Dairy Farmers, Submission 23, p. 70. 

96 Mr Shaughn Morgan, Chief Executive Officer, Dairy Connect, Committee Hansard, 2 March 2020, 

p. 5. 

97 Australian Dairy Plan, Australian Dairy Plan 2020–2025: A bold new industry led plan to deliver 

increased profitability, confidence and unity across the industry, September 2020, pp. 27–31. 

98 United Dairyfarmers of Victoria, Submission 20, [p. 6]. 
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6.106 Dairy Connect noted that there is a desire among dairy farmers for Dairy 

Australia to take a more 'holistic approach' to marketing dairy products and 

the other activities it undertakes. It stated that 'a more "hands on" approach 

should be encouraged in ensuring dairy products [receive] the recognition 

they deserve'.100 Given this, it recommends consideration be given to Dairy 

Australia becoming an 'industry champion', rather than focusing exclusively 

on RD&E.101 

6.107 Dr David Nation, Managing Director of Dairy Australia, informed the 

committee that Dairy Australia was active in industry marketing: 

We have an industry marketing program called Dairy Matters that's been 
in the marketplace for at least 12 months now, and we're seeing some great 
results in lifting the profile of dairy products amongst consumers in this 
country. We've just run a substantial communication program recently, 
'Dairy is here for you', in this COVID environment, reinforcing to people 
the importance of food and the importance of dairy, thanking society for 
all of society's care and support through droughts and bushfires, and 
saying that, through COVID, the dairy industry has done a remarkable job 
of keeping production going and is here for consumers.102 

Committee view 

6.108 The committee observes that the need for improved marketing and promotion 

has been recognised in Commitment 3 of the Australian Dairy Plan. The 

committee notes that the implementation of this commitment aims to increase 

consumer recognition of the health and nutritional benefits of dairy, the 

industry's commitment to the environment and animal care and the value in 

consuming Australian dairy products.103 The committee notes that while 

marketing and promotion may support the viability of the dairy sector as a 

whole, it will not directly support the profitability of dairy farmers.  

Undertake a royal commission 

6.109 During the inquiry, QDO104, Farmer Power105 and Dairy Connect backed calls 

for a royal commission into the long-term viability of the dairy industry.  

6.110 The President of the Farmers Group of Dairy Connect, Mr Graham Forbes, 

stated that while the industry had been the subject of 'countless reports and 

                                                      
100 Dairy Connect, Submission 13, p. 4. 

101 Dairy Connect, Submission 13, p. 4. 

102 Dr David Nation, Dairy Australia, Committee Hansard, 23 July 2020, p. 69. 

103 Australian Dairy Plan, Australian Dairy Plan 2020–2025: A bold new industry led plan to deliver 

increased profitability, confidence and unity across the industry, September 2020, pp. 33–37. 

104 Mr Eric Danzi, Executive Officer, Queensland Dairyfarmers Organisation, Committee Hansard, 

19 June 2020, p. 31. 

105 Mr Garry Kerr, CEO, Farmer Power, Committee Hansard, 15 September 2020, p. 15. 
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recommendations', in his view there had 'never been a broad-ranging inquiry 

into the judicial powers appropriate to the critical analysis of the entire supply 

chain, from dairy farmers right through to the consumer or the 

supermarkets'.106 The industry, he argued, needed recommendations 'that the 

government of the day could not ignore'.107 

6.111 Mr Forbes told the committee that farmers 'feel pressured' and 'are quite 

concerned about making strong comments about the industry, whether that be 

processors or supermarkets'.108 His colleague, Mr Morgan, added that 'there are 

many dairy farmers or former dairy farmers who have exited in recent times 

who would only be too happy to provide information to a royal commission, 

given the safeguards that a royal commission provides'.109 

6.112 In response to questioning, Mr Morgan agreed that broadening the terms of 

reference of a royal commission to the perishable goods supply chain more 

generally would be supported by Dairy Connect, 'so long as it's understood 

that the dairy industry is quite unique within the agricultural world, in the 

sense that it has the processor in between the end market price point and the 

supplier'.110 

6.113 ADF, however, had not yet formed a view on whether a royal commission 

should be undertaken. In an appearance before the committee in June 2020, 

ADF's chief executive officer, Mr David Inall, stated: 

As the national organisation, we haven't formally considered a royal 
commission. We don't have a view at this stage. I think, for good reason—
it's no different, I believe, to a process you would go through in Canberra 
in setting policy—we need to manage that discussion through a number of 
prudent steps, and a stepwise approach to that consideration would be 
important. We have not discussed or formed a view yet on a royal 
commission into the dairy industry.111 

6.114 When questioned on whether a royal commission into dairy pricing was 

warranted, Mr Mick Keogh, Deputy Chair of the Australian Competition and 

106 Mr Graham Forbes, President, Farmers Group, Dairy Connect, Committee Hansard, 2 March 2021, 

p. 2.

107 Mr Graham Forbes, President, Farmers Group, Dairy Connect, Committee Hansard, 2 March 2021, 

p. 4.

108 Mr Graham Forbes, President, Farmers Group, Dairy Connect, Committee Hansard, 19 June 2020, 

p. 3.

109 Mr Shaughn Morgan, Chief Executive Officer, Dairy Connect, Committee Hansard, 19 June 2020, 

p. 3.

110 Mr Shaughn Morgan, Chief Executive Officer, Dairy Connect, Committee Hansard, 2 March 2021, 

p. 5.

111 Mr David Inall, Chief Executive Officer, Australian Dairy Farmers, Committee Hansard, 

19 June 2020, p. 24. 



101 

Consumer Commission, replied that this was a matter for the government and 

the parliament. However, he further observed that the ACCC's 2018 inquiry 

into the dairy industry had powers to compel witnesses and documents 

similar to a royal commission: 

… our inquiry into the dairy sector was highly forensic. We demanded and 
obtained detailed trading information from all the dairy processors that we 
thought were substantial enough to warrant it over a multiple-year period 
… We've got a very sophisticated data analysis unit. They were able to put 
all that information together. They were able to crosscheck what the 
processors said with what the retailers said and vice versa, so we were 
very confident that the information we provided in terms of the graphs 
and the report findings was very detailed …. I don't think there would be 
further information likely to turn up in addition.112 

Committee view 

6.115 The committee is sympathetic to the views of submitters that a royal 

commission may shed further light on the actions of processors and 

supermarkets in wielding their market power to offer low prices to dairy 

farmers. However, given the dairy industry and perishable agricultural goods 

supply chains have been the subject of two recent ACCC inquiries, the 

committee does not support a royal commission into the dairy industry at this 

time. 

Senator Glenn Sterle 

Chair 

112 Mr Mick Keogh, Deputy Chair, Australian Competition and Consumer Commission, Committee 

Hansard, 2 March 2021, p. 18. 
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Government members additional comments 

1.1 Coalition Senators are fierce supporters of the Australian dairy industry, and 

recognise the tireless work of our dairy farmers. Coalition Senators greatly 

appreciate the contributions made by farmers, stakeholders and advocacy 

groups and their participation in this inquiry.  

1.2 Government members believe industry is best placed to manage the activities 

of Recommendations 4, 6 and 10, specifically Dairy Australia, as it is supported 

by farmer levies and matching payments from the Commonwealth 

Government for research and development activities. 

Amended Recommendation 4 

1.3 The committee recommends that Dairy Australia investigates price 

discrepancies between exclusive and non-exclusive milk supply contracts, 

processors circumventing collective bargaining groups, and the fairness of 

pricing for multi-year contracts. 

Amended Recommendation 6 

1.4 The committee recommends that Dairy Australia produces and distributes 

information for farmers on the bargaining advantages afforded by the code of 

conduct to assist in their negotiations with processors. 

Amended Recommendation 10 

1.5 The committee recommends that Dairy Australia maintains a single 

authoritative measure of the cost of production of milk for the eight regional 

milk districts.  

Recommendation 13 

1.6 In relation to recommendation 13, Government members of the committee 

note statements from Australian Dairy Farmers that a minimum price set 

above the market clearing price would likely diminish incentives to innovate 

and improve productivity across the supply chain, and thereby reduce 

profitability and international competitiveness. 

1.7 Additionally, Government members note that despite the extensive inquiry 

conducted by the ACCC into the dairy industry, with its final report published 

April 2018, no recommendation was made regarding the implementation of a 

mandatory minimum farm gate price for milk at a national level, or by 

individual dairy region.  

1.8 Government members are of the view that farmers in each dairy region should 

be paid a fair price by processors and retailers. The introduction of the 

Mandatory Dairy Code of Conduct, transparency of pricing and other 

measurers have provided clearer signals to the market in this regard. 
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Additionally, previous ACCC investigations have occurred and not 

recommended the reintroduction of minimum milk prices.  

Recommendation 14 

1.9 In relation to recommendation 14, Government members believe it is only fair 

that retailers play their part in giving dairy farmers a leg up. The behaviour of 

the supermarkets, and particularly their introduction of one dollar per litre 

milk, have at times been egregious and of great harm to the industry.  

1.10 Government Senators note that in May 2020 the Minister for Agriculture, 

David Littleproud, called on supermarkets to implement a voluntary levy 

across the full dairy cabinet and branded fresh milk, with the intent of 

supporting dairy farmers until the full benefits of the Mandatory Dairy Code 

of Conduct take effect and further reforms can be considered  

1.11 While Government members are supportive of consultation between the 

government and industry stakeholders to investigate a retail sales levy that 

would increase returns to farmers, Government members would not support a 

mandatory retail levy.  

1.12 A mandatory levy would be direct intervention, which would disadvantage 

the industry overall by slowing investment in innovation, distort input costs 

and disadvantage other agricultural commodities, and potentially encourage 

milk production in lower cost dairy regions to the disadvantage of higher cost 

regions such as Queensland—thereby pushing farmers from higher cost 

regions out of the industry. 

1.13 A voluntary levy is the best option to support dairy farmers as it allows the 

market to respond, with consumers making purchasing decisions that benefit 

farmers. 

1.14 Supermarkets could implement a voluntary levy quickly, distributing the 

benefits to farmers more rapidly than a government-introduced levy. Retailer-

led approaches wouldn’t create the same level of market distortions that 

government mandated pricing can create. 

1.15 Government members acknowledge the impact of subsequent years of 

drought on the dairy industry, followed by bushfires and then COVID-19. 

While conditions are improving for the industry, this inquiry has clearly 

indicated that further improvements are required. Submissions and evidence 

given to the Committee have made it clear that Australian dairy farmers don’t 

want charity – they just want to play on an even playing field.  

1.16 Government members remain committed to supporting the very important, 

critical dairy industry. 
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Senator Susan McDonald 

Deputy Chair 

Senator Gerard Rennick 

Member 
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 14.1 Supplementary to submission 14 
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16 Tasmanian Government 
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19 Australian Dairy Products Federation 
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21 Far North Coast Dairy Industry Group 

22 Fonterra Australia 

23 Australian Dairy Farmers 
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26 South Australian Dairyfarmers Association Inc 

27 Mr John Dahlsen 
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33 Ms Sarah Campbell 
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1 

2 

3 

4 
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6 
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8 
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Additional information provided by Australian Dairy Farmers, following a 

public hearing on 19 June 2020 in Canberra. Relating to the transfer of $11 

million from the Australian Dairy Industry Council to Australian Dairy 

Farmers (received on 23 June 2020).  

Additional information provided by Australian Dairy Farmers, following a 

public hearing on 19 June 2020 in Canberra. Document contains 

correspondence between ADF and the minister, Mr Littleproud, regarding 

price regulation and truth in labeling (received on 23 June 2020). 

Documentation requested by the Chair at a public hearing on 19 June 2020 

and provided by Australian Dairy Farmers. Relating to ADF's position on 

Dairy Australia in the context of reforming the Research Development 

Corporation system (received on 23 June 2020). 

Documentation requested by the Chair at a public hearing on 19 June 2020 and 

provided by Australian Dairy Farmers. Relating to ADF's response to 

statements made by Farmer Power (received on 23 June 2020). 

Correspondence Mike Ginnivan, Australian Dairy Farmers Managing Director 

to the Minister for Agriculture, Fisheries and Forestry dated 7 August 2006 
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Correspondence from the Minister for Agriculture, Fisheries and Forestry to 

Australian Dairy Farmers dated 18 October 2006 (received 9 July 2020). 

Additional information from Australian Dairy Farmers regarding the transfer 

of Dairy Industry Stabilisation Funds to the Australian Dairy Industry Council 

and ADF (received on 28 August 2020). 

Additional information authored by the University of Western Australia 

provided by Farmer Power (received on 27 January 2021). 

Performance Report on the operations of Dairy Australia provided by Dairy 

Australia (received on 11 February 2021). 
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Answers to questions taken on notice by Coles Group at a public hearing on 5 

December 2019 in Canberra (received on 6 December 2019). 

Answers to questions taken on notice by ALDI Australia at a public hearing on 

5 December 2019 in Canberra (received on 9 December). 

Answers to questions taken on notice by Coles Group at a public hearing on 5 

December 2019 in Canberra (received on 10 January 2020). 

Answers to questions taken on notice by Dairy Connect at a public hearing on 

19 June 2020 in Canberra (received on 29 June 2020). 

Answers to written questions taken on notice by the ACCC after a public 

hearing on 19 June 2020 in Canberra (received on 3 July 2020). 
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Canberra on 15 September 2020. 
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