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DAIRY INDUSTRY, MILK PRICES 
Grievance 

MR P.D. OMODEI (Warren-Blackwood) [9.17 am]:  I raise with the Parliamentary Secretary to the Minister 
for Agriculture, Forestry and Fisheries the current situation facing the dairy industry in Western Australia.  It is a 
very important industry.  In the past few days there have been revelations that a major company in Western 
Australia, Challenge Dairy Co-operative Ltd, intends to reduce its price to dairy farmers for their contracted milk 
from 32c to 21c and that its direct units will be reduced by a similar amount, which will make that industry 
virtually unviable.  I refer to comments by the Minister for Agriculture during the Estimates Committee debate 
in the other House on Tuesday in response to a question by Hon Barry House, member for the South West 
Region.  The minister said - 

. . . in the event of market failure in the dairy industry, I would take certain actions.  I do not believe 
there has been market failure.  What has happened in the dairy industry is a disgrace.   

The minister said twice in response to the question that what is happening in the dairy industry is a disgrace.  He 
went on to say -  

However, I cannot call it market failure because the international price is being received.  It is only 
market failure if one is not achieving the international price.   

Everyone in the dairy industry and in agriculture in Western Australia knows that significant subsidies are paid 
to farmers in Europe and the United States, and particularly to dairy farmers.  The price of powdered milk was 
further subsidised in one European country recently.   

Mr B.K. Masters:  Up to 80 per cent.   

Mr P.D. OMODEI:  As the member for Vasse has said, up to 80 per cent.  The minister said that the industry has 
not failed because the international price is being paid.  In fact, at the moment farmers are selling milk below the 
cost of production.  If the industry is not yet in crisis, it is certainly close to it.  I gave notice of a motion in this 
place on Tuesday.  That motion calls for a parliamentary select committee to consider the status of the dairy 
industry in Western Australia; the impact of deregulation on dairy farmers and milk supply; whether a further 
package to assist farmers should be developed; the impact on the industry of the increased value of the 
Australian dollar and severe acute respiratory syndrome; the impact of reductions in contract prices and delivery 
rights units by processors; the impact of supermarket discounting of milk prices, a major issue to which the 
minister referred in his answer to the Estimates Committee; and any other matters affecting the industry and 
solutions to those matters.  The motion also asks the committee to recommend actions to improve the viability of 
the industry. 

A number of things are happening.  To his credit, the minister yesterday met with the president of the dairy 
section of the Western Australian Farmers Federation, Mr Tony Pratico.  Members of the Parliamentary Liberal 
Party have also met with Mr Pratico to discuss the issues.  He now regards the situation as being in crisis, and I 
agree with him.  It is a very serious situation and the Government needs to act quickly.  A large article in today’s 
newspaper is headed “A quarter of WA dairy farmers forced out since industry deregulation in July 2000”.  The 
headline states “Fresh milk a victim in dairy fight: grocers”.  Mr Cummings of the Western Australian 
Independent Grocers Association is reported as saying -  

“In 10 years, our kids could be coming back from Melbourne saying, ‘they have this thing there called 
fresh milk, why can’t we have it here’?”  

According to the article -  

Mr Cummings said the major retailers had responded to deregulation by establishing discount house 
brands.  Independent grocers had matched that by discounting branded milk, which in turn squeezed 
margins for processors, who in turn paid less at the farm gate. 

A quarter of WA’s dairy farmers had left the industry . . . and the average price paid to farmers had 
dropped from 38¢ a litre to 28¢ a litre.   

The cost of production is 28c a litre, and the international price to which the minister referred is about 21c a litre.  
At the moment, some farmers are receiving as little as 18c a litre.  The article refers to Harvey dairy farmer 
Laurie Sorgiovanni, whose 79-year-old father has been a dairy farmer for 52 years.  That family no longer has a 
future in the industry.  The article also refers to the possible collapse of the joint venture between Challenge 
Dairy Co-operative Ltd and Beijing Sanyuan Foods.  That was to have been signed off in April but has not yet 
been concluded.  
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This is a very serious matter, as was borne out in a crisis meeting I attended in Boyanup on 23 April.  This issue 
is not new.  That meeting was attended by the minister and Mr Cartwright from the Australian Dairy Farmers 
Federation Ltd.  The minister said that he would take action if the dairy industry was in crisis.  At the same 
meeting I raised the possibility of a review of the dairy industry in the wake of deregulation to find solutions to 
the industry’s problems.  This is not peculiar to Western Australia; it is a problem across Australia in the wake of 
deregulation.  Governments across Australia deregulated the industry.  They now need to think about whether we 
will have an industry at all, particularly in Western Australia.  If we do not act quickly, farmers could leave the 
industry in greater numbers.  That would create real hardship.  I do not need to remind members about people 
who are at their wits’ end and of the suicides and incidences of depression that have come about as a result of the 
situation in the dairy industry.   

I call on the parliamentary secretary to respond to these points.  I hope that the minister is listening very closely.  
I am sure he is; as he comes from a farming background, he has empathy with farmers.  This is beyond the 
talking stage.  I could move a motion next week for a parliamentary select committee to be established.  It would 
take three months for a select committee to deal with this matter appropriately.  I do not think we can wait that 
long.  The minister must act precipitously to address the issues surrounding the crisis in the dairy industry in 
Western Australia.   

MR F.M. LOGAN (Cockburn - Parliamentary Secretary) [9.24 am]:  I thank the member for bringing this to the 
attention of the Parliament.  I first remind the Parliament who brought about the crisis in the dairy industry 
through the introduction of deregulation.  I do not personally attack the member for Warren-Blackwood as he 
was not the responsible minister at the time.  However, the previous coalition Government introduced 
deregulation, which was promoted by the Commonwealth.   

Several members interjected.   

The SPEAKER:  Order, members! 

Mr F.M. LOGAN:  Members should not try to hide from that.  They should be responsible for their actions.  
Their Government introduced deregulation in Western Australia because it was coerced into it by the 
Commonwealth Government.  Coalition members are now trying to hide from that.  That should be put on the 
record.  I now respond specifically to the issues that were raised.   

Point of Order 
Mr P.D. OMODEI:  My grievance is about the dairy industry now and into the future.  The deregulation of the 
industry was the result of a decision by Governments across Australia.  I would like the parliamentary secretary 
to refer to those issues, not make a political point.    

The SPEAKER:  There is no point of order.   

Debate Resumed 
Mr F.M. LOGAN:  Having put what I just said on the record, I respond specifically to the issues raised by the 
member for Warren-Blackwood.   

Mr P.D. Omodei:  Which way did you vote?   

Mr F.M. LOGAN:  I was not in the Parliament at the time.   

The Government does not underestimate the difficulties faced by many dairy producers.  We continue to work 
with producers to assist them to achieve a profitable position as the industry is forced to adjust to the deregulated 
environment.  The member for Warren-Blackwood pointed out that the Minister for Agriculture, Forestry and 
Fisheries addressed dairy farmers on this issue at a dairy industry crisis meeting held at the Boyanup hall on 23 
April.  During my response to the member for Warren-Blackwood I will refer to some of the minister’s 
statements at that meeting.   

I briefly outline a few of the steps the minister has taken and will continue to take to help dairy producers attain a 
respectable bottom-line position.  Firstly, the minister has given strong public support to the Australian 
Competition and Consumer Commission’s authorised collective bargaining process as this mechanism is 
presently the only measure that will allow farmers to regain market leverage in a deregulated market.  The 
minister has continued to emphasise the need for producers to get behind this process and to lend their full 
support to their collective bargaining negotiating groups.  The minister told the dairy farmers at Boyanup that 
they must first get hold of their industry with unity.  They must support their collective bargaining groups, look 
forward rather than backwards and act as a single industry rather than a divided one.  He told the farmers they 
must be unified enough to ask for their money back from the retail sector.  His statements are absolutely correct.  
That is something the farmers will have to get used to in the deregulated environment, which, as I said, was 
brought about by the Commonwealth and former State Government.  Secondly, the minister has sought the 
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advice of the ACCC about any further avenues for collective bargaining processes to overcome the price-taking 
position of farmers.  Thirdly, the minister and the Department of Agriculture continue to support Challenge 
Dairy Co-operative Ltd, and are doing all that is possible to assist the cooperative to progress its joint venture 
vehicle with Beijing Sanyuan Foods.  Fourthly, the recently produced final set of recommendations by the dairy 
industry working group, established by the former Minister for Primary Industry, have been actioned.  The 
minister is arranging for the member to be provided with a full briefing on that.  Fifthly, the minister is presently 
in discussions with the Western Australian Farmers Federation dairy section on possible future solutions to what 
appear to be unsustainable milk price levels to dairy producers.  Sixthly, and further to that, the minister is 
writing individually to retail trade operators outlining the need for sustainable milk prices to dairy producers to 
ensure the long-term future of the industry in Western Australia.  On the advice of dairy farmers, the minister 
will also be writing to relevant financial institutions seeking information on the best way to address the difficult 
financial positions in which the producers find themselves.  These actions are evidence of the very close 
attention the minister is paying to the difficulties that deregulation and the current financial year have imposed 
on Western Australian dairy farmers. 

The minister is also aware of the recent announcement by Challenge Dairy Co-operative of substantial milk price 
reductions as a consequence of the world dairy market outlook, and delays in signing the Sanyuan-Challenge 
Australian dairy joint venture.  The minister is today meeting with representatives of Challenge Dairy to obtain a 
briefing on these matters and offer continuing support from the State Government in progressing the venture.  I 
emphasise that Challenge attributes delays in finalisation of the Sanyuan-Challenge joint venture to the impact of 
severe acute respiratory syndrome in China.  The minister has asked me to indicate that he would welcome a 
discussion with the member for Warren-Blackwood about the desirability of establishing a select committee to 
further inquire into the effects of the impact of deregulation on the industry generally, as foreshadowed in the 
member’s notice of motion.  The minister has advised that he intends to provide information to the member, such 
as the final recommendations of the dairy industry working group, which will hopefully be useful in the 
consideration of the establishment of the select committee.   
 


