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2 CENTRAL HIGHLANDS COTTON GROWERS AND IRRIGATORS 

ASSOCIATION (CHCG&IA) 

2.1 ABOUT 

The CHCG&IA is an incorporated association under the Associations Incorporation Act 1981 (QLD).  

 

The CHCG&IA is local industry group that represents growers/irrigators and associated businesses in 

agriculture.  Membership is comprised of members who grow crops that include cotton, mungbeans, 

soybeans, sunflowers, chickpeas, wheat, grapes, melons and citrus.  Associate members include 

product resellers, bankers, agronomists, consultants, contractors, ginners, merchants and 

researchers. 

 

The irrigation areas are serviced by the Nogoa, Comet, Belyando and McKenzie River catchments 

and businesses are a mix of family and corporate operations.   

2.2 OBJECTIVES 

Membership is voluntary and the group is coordinated by volunteers. The CHCG&IA objectives are; 

 

• Promoting economically viable and environmentally sustainable growth in the industry 

• Promoting industry Best Practice and facilitating education opportunities for members 

• Providing a support network locally and advocating for members at a district, state and 

national level 

• Advocating “production, research, protection and advancement” of the local industry 

2.3 PRODUCTION FIGURES FOR THE CENTRAL HIGHLANDS REGION 

2014-15: 

• 10,948ha grown 

• 104,006 bales (forecast)  

 

2013-14: 

• 14,900ha grown 

• 140,600 bales produced 

 

3 OVERVIEW 

3.1 ACSA SUBMISSION TO THE ACCC 

The CHCG&IA thank the Australian Cotton Shippers Association (ACSA) for submitting their 

application to the ACCC. 

The CHCG&IA are not opposed to an eventual move to HVI classing for colour and leaf.  However, 

the issues outlined in this application need to be considered and adequately addressed before we 

would support a coordinated approach by ACSA to implementing HVI classing for colour and 

ultimately leaf. 



 

 

The benefits that ACSA have outlined in their application should be commercially attractive and 

therefore each merchant should be motivated to move to this system as individual businesses.  To 

date, this has not occurred even though the opportunity readily exists.   

4 BASE GRADE 

4.1 CHANGE TO BASE GRADE 

In 2012 ACSA requested support from the Australian cotton industry to move the base grade 

(Appendix 14.1). 

This proposition was not supported by the industry.  The association would like an assurance that 

the base grade under HVI would not be altered or evidence to suggest that the growers would not 

be impacted by a change.  If ACSA are going to use the P&D sheet to offer this security, these sheets 

need to made available as part of their submission. 

The exclusion of proposed HVI P&D sheets from each merchant as part of ACSA’s submission is a 

fundamental problem with the submission and precludes the ACCC from being able to accurately 

assess the impact HVI classing and the associated P&D sheets will have on the price growers will 

receive for their cotton. 

The inclusion of HVI P&D sheets for each merchant is essential for this process to progress. Growers 

need assurance base grade will remain a 31-3 by being able to compare current P&D sheets with 

proposed HVI P&D sheets. As a minimum any move to HVI, should have the base grade to include all 

of the four 31 quadrants, at a 0 or positive P&D. 

5 USE OF PREMIUM AND DISCOUNT (P&D) SHEETS 

5.1 TRANSPARENCY IN THE P&D SHEETS 

The association identify a risk that merchants will collaborate to deliver similar P&D sheets which 

will reduce competition and leave growers with less choice when considering their marketing.  For 

growers to support a move to HVI colour, the merchants need to provide a P&D schedule for HVI 

colour grade and colour quadrants and allow growers the opportunity to choose.  However, even 

this move will not protect growers from the potential loss of income due to the harsher grades 

under HVI for colour as outlined in section 11.  

Figure 1 by ACSA, illustrates that even using a theoretical P&D, the net cost in 2014 to producers 

would have been a loss greater than $4 million dollars. As commercial P&D’s are unknown, they 

have the potential to have higher discounts and this loss could be increased greatly. 



 

 

 

Figure 1 - Colour vs HVI Classing Source: ACSA 2014 

6 RISK TRANSFER 

6.1 TRANSFER OF RISK TO GROWERS 

ACSA have articulated the following in their submission – Section 4.3 Merchants, ‘Merchants take on 

a “quality risk” as they take delivery of all qualities, whereas the ultimate buyers of cotton only 

accept specific qualities of cotton to satisfy their production requirement.”  

Where there is risk, there is potential for loss, as well as gains.  ACSA have not quantified the net 

result of the risk that they carry.  

Growers believe there is a significant risk that the introduction of HVI classing will result in a transfer 

of the merchant’s price risk back to growers.  Currently merchants use P&D sheets with manual 

classing of colour and leaf to discriminate differing qualities of cotton and apply significant discounts 

to minimise the risk of buying cotton of unknown quality. As mentioned the significant discounts are 

in the order of $50AUD/bale for a colour discount from base grade 31-3 to 41-3 being the next 

discountable grade. When the merchant trades this cotton to a spinning mill there is no onus on the 

merchant to sell it at the grade applied to the grower, so in the case of a 41-3 bale of cotton the 

merchant could try to sell it as a 31-3 or base grade and take the risk on how it is graded by the 

spinning mill. This may enable the merchant to grade up or still sell it as a 41-3 to the mill with 

discount already received from the grower sale. There is anecdotal examples of merchants shipping 

cotton at a higher grade than what it has been classed.  This practice may have contributed to 



 

 

merchants receiving claims on the classing at point of delivery. The association is concerned that this 

practice may continue and claims would still be issue.   

7 TRANSPARENCY IN SUPPLY CHAIN 

Merchants sell Australian cotton to spinning mills, textile and apparel manufacturers and others.  

There is no information on how this cotton is valued after it has left growers hands. 

In their submission ACSA report considerable price risk because they buy cotton without knowing 

the grade.  This is ultimately resolved by the P&D sheet, however there is no data to quantify how 

much of a cost to their business they are incurring.   

There needs to be greater transparency of the standards required by the ultimate buyers of cotton.  

At present, Australian cotton growers rely on anecdotal evidence from Merchants and this is often 

conflicting with intelligence from mills, and manufacturers.   

This is one of the greatest issues with ACSA’s submission because the submission does not provide a 

measure of how much manual classing affects their businesses. Growers have no way of 

understanding whether manual classing is as large an issue as what ACSA claims as there is no 

transparency as to the value of each bale as it progresses through the supply chain. ACSA’s 

submission provides no data on extent of claims of manual classing of colour and leaf by spinning 

mills. There is no value put on these apparent claims and therefore no measure on impact on 

merchants and the Australian cotton industry as a whole. It could be that manual classing has little 

effect on the price merchants receive from the spinning mill as merchants are able to use tools such 

as hedging, selling as a better grade or other tools to reduce their overall price risk. ACSA proclaims 

that their members already price in risk associated with manual classing of colour and leaf in the 

price they offer to growers. It is impossible to measure how much this amount is and whether it will 

be reduced if HVI classing was adopted for colour and leaf. 

 

8 REPEATABILITY OF RETEST STANDARDS 

The accuracy of individual HVI machines and variation and calibration between machines and 

different classing rooms remains a great concern to growers. As stated in ACSA’s submission classing 

already uses HVI machines to test for strength, length and micronaire. It has been the experience 

this past season that serious inconsistencies were found in the HVI testing for strength and 

micronaire. Inconsistent results were derived from initial HVI strength classing, then retesting within 

the same classing room and eventually further reclassing at an independent alternative classing 

room.  

These retest results were outside the current check test allowable tolerances that the Cotton 

Classers Association of Australia (CCAA) fig 2. adhere to. Also when these tolerances are compared 

against the International Cotton Advisory Committee’s (ICAC), “CSITC Guideline for Standardized 

Instrument Testing of Cotton” fig 3., allowable tolerances, the retests are even further outside the 

allowable. This demonstrates Australian classers are currently operating with unacceptable levels of 

repeatability in their HVI testing, especially when compared to the international standard.   

 



 

 

This experience of HVI testing for strength gives little confidence that low repeatability and reliability 

of HVI machines currently testing for strength will be any different if colour and leaf are included in 

the HVI testing regime.  The costs to growers are too great to accept a situation where an initial class 

is totally different to a reclass and substantially different again when classed at a different classing 

room all using HVI classing machines which ACSA propose we change to use to class for colour and 

leaf.  

All but one of the classing rooms in Australia are owned by merchants or they have a substantial 

shareholding between merchants.  

If the Australian cotton industry were to move to HVI classing of colour and leaf then it would be 

sensible and acceptable to growers to have a centralised independent classing room to decrease 

variation and improve repeatability of machines as they would have a consistent calibration and also 

avoid the perceived conflict of merchants owning or having substantial shareholding in classing 

rooms. 

 

Figure 2- CCAA Check Test Program 

 



 

 

 

Figure 3- CSITC Guideline for Standardized Instrument Testing of Cotton 2014 

9 COTTON CLASSING 

9.1 HVI CLASSING PROCESS 

It is also important to consider the effect averaging will have on returns to growers with the 

introduction of HVI. Averaging is a term to describe the classing of 1 in every 3 bales of cotton under 

HVI classing as it is considered too onerous and expensive to class every bale. In the case of current 

manual classing, every bale is classed for colour and leaf giving an accurate assessment of the 

variation between bales and also returns to growers. Growers are paid per 227kg bale so the 

discount applied to our price per should be measured for every bale. There is also the issue with the 

charge of $2.50/bale for every bale when only 1 in 3 bale is being tested. 

9.2 POTENTIAL FOR CONTAMINATION RISK 

If the Australian cotton industry were to move to HVI classing of colour and leaf then it is possible 

that attributes outside the measure of length, strength, colour, leaf and micronaire could be missed, 

resulting in reputational risk of Australian cotton. As described in schedule 6 of ACSA’s submission, 



 

 

other attributes of cotton which may affect its quality include contamination, stickiness, and 

preparation, uniformity of length, short fibre index and moisture content. By excluding manual 

classing it is probable that attributes of contamination, stickiness and preparation in particular will 

be undetected by a HVI class and will cause reputational risk to Australian cotton. 

 

10 MARKETING STRENGTH OF AUSTRALIAN COTTON 

Australian cotton is considered world class in terms of quality reputation and this is supported by 

record basis levels and demand we have received in recent seasons for our cotton. This is contrary to 

claims by ACSA that manual classing is acting as a deterrent to mills sourcing Australian cotton. The 

classing process only makes up one part of the intrinsic value of Australian Cotton, with other factors 

such as consistency of supply, timeliness of delivery etc. also making up the whole value. 

11 EXTRACTING TRUE VALUE FOR WHITE COTTON 

Australian cotton growers grow world class quality cotton; this is shown by the premium mills pay to 

merchants as opposed to other growths.   

If Australian cotton is graded using HVI against the USDA colour grades for American Upland Cotton, 

producers will be penalised for producing a quality product because there is no scope under this 

system to account for the whiteness of Australian Cotton. 

As Australian cotton on average is “whiter”, meaning it has a lower +b number as compared to US 

cotton. It typically falls a grade lower and commonly with Rd values above 83 it sits outside the initial 

design parameters of the graph, and after extrapolating the graph it drops a grade. 

This drop in grade is contrary to feedback from mills, in that they prefer and put value on whiter 

cotton. However the HVI graph is going to penalise producers for this and the true value of 

Australian cotton is not going to be achieved.   

Much has been discussed in the industry about this issue, even to the extent to redesign the graph 

(see Appendix 14.3). This acknowledgment that Australian cotton doesn’t fit properly in the current 

HVI graph, means a move to this system will ultimately come at a cost to be borne by the producer. 

Not for producing lower quality cotton, but for being forced into a system designed for a different 

growth of cotton.   

As shown by CSIRO – ACSA application 12.4 , in 2014, 41% of the crop would have lost value and 

dropped a grade, due to implementing HVI in its proposed form. 

 



 

 

 

Figure 4- How HVI Colour Works - ACSA 2012 

12 IMPACT ON AUSTRALIAN CONSUMERS 

The applicants note in executive summary 1.4 that ‘Australian consumers will not be affected by the 

conduct’. The CHCG&IA note that Australian consumers are not impacted by the current classing 

system. 

13 PERIOD OF AUTHORISATION 

The applicants seek authorisation without a time limit in relation to the introduction of HVI classing.  

There is a risk with an indefinite period that the terms of the statuary protection could be 

misinterpreted over time.   

If ACSA are granted HVI classing of colour and leaf were to be authorised, it would be appropriate for 

a review period to be enacted to monitor the implementation and operation of this process. This 

would allow an opportunity to monitor and assess the responsibilities assigned to the applicant.  

 

 

 

 

 

 

 



 

 

14 APPENDIX 

14.1 ACSA PRESENTATION ON CHANGE TO BASE GRADE 

http://www.gwydircotton.com.au/documents/ACSAForwardMarketandBasegradeJune122012.pdf 

14.2 APPENDIX 2 – SCHEDULE 8 IN ACSA APPLICATION 

 



 

 

14.3 APPENDIX 3 – PROPOSED GRADES FOR CURRENT AUSTRALIAN COTTON UNDER USDA HVI 

CLASSING STANDARDS 

 


