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Hoffman Partnership
"Wiyarra"

380 Cedar Crossing Road
WARWICK QLD 4370
Phone/Fax (07) 4887 3137

General Manager

Adjudication Branch

Australian Competition and Ccnsumer Commigsion
PO Box 1189

DICKSON ACT 2602

Dear SirMadam

We sre Pamalat suppllers ‘rom the Darling Downs and are writing to you with concerns
regarding the application fo- continuance of collective bargaining betwsen Premium and
Parmalat and other anti-cornp etitive behaviour by supamarkets and processors.

After reading the backgrourid to the application | think some of the information supplied
to ACCC is outdated and/or wrong.

in point 3.3 you talk about & niore efficient dairy industry through many smaller dalry
farms and manufacturing o'ganisations ceasing to exist. Not only have many smaller
dairy farms exited the industn’, but also many larger enterprigses have also exited. We
feel that some of the most officient farms that were best able to handle de-regulation
were the first to leave becaus s their farms had potential for other uses, and they weren’t
going to milk cows for nothing .

We recently heard of over (10 rotary dairy sheds in one area of Victoria being abandoned
and either baing pulled dovm for scrap or exportad to China. Also, processors have had
to pay big suppliers voiume ir centives above the averags price just to kesp these big
suppliers operating. Surely if sig farms were more efficient they would be the ones
surviving on smailer margins. We have noticed that many of the bigger farms have two
or three unmarried sons at hcme and It doesn't take much to realise that just one
marriage would be the end of the whole enterprise. These larger farms quite often have
several milllons of dollars inviosted and are living below the poverty ling. Smaller farms
are sometimes better equippd to survive by one er more family members working off
farm. But these famllies ar: llving In hope of things improving but certainly won't do it
forever. The industry forecas' for Queensland is that Queensiand-productiorwiliioer;
below the domestic requirem ants within two years. This can only.result In Increased
prices for consumers as mik has to be sourced from interstate or overseas-(no pubtic

bensfit).

In point 3.18 It states that I njirovements In technology and more cost effective transport
have meant that milk can tie moved, sourced and supplied over long distances for
further processing. This may have been the thought prior to de-regulation but processors
have found it not to be the ce se with the result being high transport costs, trucks wearing
out fast and unprofitable p ‘ot.essing piants due to the overall increased price of the milk
(high transport costs) eg. the recent closure of Dairy Farmers Toowoomba plant and
others. in some cases Quoeiisland processors were paying more for milk from Victorian

ry -
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processors than they were 3aying to thelr own farmers and stlll having to transpert it to
Queensland.

{n point 3.20 Coles and Wosivrorths have adopted a strategy of selling reduced price
generic milk in a bid to attract more customers. The biggest problem with this atrategy |s
Coles and Wooilworths still ingist on making a large profit on this milk, meaning this has
to be subsidised by someore 2ise le. Farmers, small shops, service stations and milk
vendors. Since around half thu milk is sold outside supermarkets this can only result in
higher prices for the consunie * and lower prices for the farmer.,

The 1" Woolworths contrac! u1der de-regulation saw Dairy Fammers supplying
Woolworths at below cost while still insisting on making their margin. The 2™
Woolworths contract was won nationally by National Foods even though they were not in
a position te supply this milk. 3. Dairy Farmers Queensiand still supplied and bottled
milk for Woolworths even though National Foods had the contract. lan Langdon, Dairy
Farmers, stated “No one processor could afford to gear up for thess contracts”, meaning
llusion between one ancthe is the only way processors can win these contracts.

for Premium's ability to coli sctively bargain, we don't believe they have any ability to
liectively bargain as the Preinium board are only interested in preserving the PDA
ystem they have in piace. F’a malat Queensland is the only processor in Australia that

ill pays for market milk on a jier litre basis, rather than on component quality of the milk,
ich favours the larger PD,A tiuppliers with little over quota milk and no incentive to
oduce a quality product. Not all Premium members are PDA suppliers.
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E seems that the Downs which has ver: few PDA suppliers compared to coastal areas,

oes not have their zone rep ‘e:lented when negotlating price with Parrnalat, it seems

nlikely that any negotiating 3roup could have a win when negotiatii.g with only one

rocessor. The only time a piocessor will offer more money to secure more milk is when
they win another supermarket < ontract and then the processor that has just lost this
contract will not want this mill, ineaning that the winning processor wiil not have to pay

very much more, if any, to secure this milk. The opposition will probably be locking at
ice decreases.

rmers have no negotlating pc wer with processors, as on two prior occasions when
position processors approe ct ed farmers in this area for new suppliers then other
ocessors prevented this eg. w hen National Foods offered Dairy Farmers suppliers a
tter price Dairy Farmers offer2d the milk straight to National Foods for less money
tgan the National Foods offer2d farmers. And again, when Nerco approached Downs
rmers Parmalat did a deal vitl Norco to prevent this. .
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In summary, there is no way ¢ ollective bargaining can work for the farmer as the farmer
has no negotiating power, ¢inc| organisations such as Premium are nothing more than
jobs for the boys.

‘\Thare are no meetings allowed by individusl representatives of Premium with grassroct

farmers to voice their concerns. It has to be a group meeting or nothing at all. There is
something sertously wrang wiien the producers of a commodity are expected to bear the
paln of rising costs, while /e yons aise further up the supply chain just raises the prices
'og. eisctricity, feed costs, rite s, fuel, water.

The Government must lock ai a system that snsures farmers can also sxercise some-
market muscle to ensure they can demand s falr price for their produce. In the-long term
this will ensure farmers sta\/ ¢n their farm supplying milk and the processors stay in
business supplying milk to the: consumer instead of one organisation getting everything
and everybpdy else going tiatkwards and being forced to leave. The question begs, "Do.

_you want farmers In this coun ry?*

Yours truly ;

Hoffman Parinershlp



