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In the recent past we have been part of a revolution in the Australian grain industry. The catalyst 
for that revolution was of course the introduction of competition to the wheat export market. 

Up until the 30th June 2008 when the Wheat Export Marketing Act received Royal Assent, the 
Australian grain industry was a mature industry. 

Suddenly we were operating in a new marketplace and many things that we thought we knew 
and understood could be, and in fact had to be, reconsidered. 

Fortunately the changes were accompanied by various transitional measures which were 
designed to deliver the industry safely into the new order.  

A number of these transitional structures are already the subject of review. I will return to some 
of these shortly. 

An evolving grain industry 

Whether we realised it or not, by the time the dramatic change occurred, the evolution of this 
industry, or as some people referred to it “the thin edge of the wedge”, had been underway for 
decades. 

The changes resulting from the opening of the domestic wheat market were well and truly 
bedded down. Growers in the eastern states had been exposed to opportunities in cash markets in 
a number of commodities. The oilseed and pulse industries furthered this exposure into South 
Australia. And Western Australia which had been almost immune from the advancing 
competitive market structure, until the introduction of the Grain Licensing Authority, was also 
given a taste of things to come. 

As the marketplace developed so too did supporting industry bodies and services. The Australian 
Oilseeds Federation and Pulse Australia were well established and the forebear of Grain Trade 
Australia, NACMA, had developed a clear purpose in facilitating trade.  

Steadily and independently industry was putting in place the foundations which we now take for 
granted. 



Commodity Standards 

Testing Methods 

Contracts 

Dispute resolution 

Industry Committees 

Development Funds 

Without these experiences under our belts, and without these structures in place, the next step 
would have been almost unthinkable. 

Finally the construct that inhibited the development of a truly commercial and contestable grains 
industry was removed. As significant as the opening of oilseed, sorghum, lupins, barley, and 
even the domestic wheat market had been in their time, all of these combined were only just 
equivalent to the wheat export market. 

And so it came to be that the Australian grains industry, having worked so hard to reach a level 
of industry maturity, quite suddenly came to exhibit a range of features that were more typically 
seen in new or evolving markets.  

There is a body of work surrounding industry life cycles which recognises a number of stages. 

These include 

1. Fragmentation 
2. Shake Out 
3. Maturity 

 
While these cycles are mostly applied to analysing the market for new products or services, or 
for the lifecycle of a participant within an industry, it can be a useful frame of reference in which 
to consider our own situation.  

Fragmentation 

In the fragmentation stage there is a significant change in the market which allows or requires the 
delivery of new services or products.  

In this case the change was not delivered by a market participant with a new invention or a new 
means of doing business. Instead the barriers to entry which precluded competitive wheat exports 
for decades, were removed by a change of legislation. 



This was effectively a paradigm shift not only for the single desk marketer, but also for the 
structures that had formed to service this construct. Where previously the only way to export 
wheat was via the pool, and the only way to access the pool was via the pools’ nominated 
receival agents, this was no longer the case. 

Almost all of the services required by industry (at one point it was said they numbered more than 
70) were now contestable. 

Quite suddenly there were twenty plus wheat exporters offering their services not only within 
Australia, but also in the international arena. And at the same time as they were offering new 
services, they were also demanding new services. 

The fragmentation stage provokes and requires change, sometimes rapid.  

Shake Out 

During the second phase of the industry life cycle, attention is focussed on the new opportunities 
created by the fragmentation. During the Shake Out phase participants begin to understand and 
to capture the new opportunities that exist in the changed industry. 

For many of us, this is clearly the phase of the current industry cycle in which we are operating. 

We have witnessed a period of quite intense positioning in the industry most notably 

a) The growth of new pool operators 
b) The entry of new financiers to the market place – financial institutions lending directly 

against grain inventory, and providing working capital to pool operators and cash traders. 
c) Entry of new service providers in origination, risk management and market advice. 
d) New entrants to services like superintendence, cargo fumigators, ships agents, ocean 

freight suppliers and more 
e) And we have seen Australian wheat exporters continue to service many traditional 

markets, and penetrate new markets, or segments of markets. 

The shake out period has some time to run and the introduction of new services, and the 
participation by new suppliers, is likely to provide challenges to all of us who are currently 
incumbents. 

Maturity 

The third phase of maturity is a period where particular business models come to dominate 
because they have been able to refine and realise certain advantages, be it scale, efficiency or 
others. According to some of the literature this is the period where competition may be most 
intense. 



It is also a period where we can expect to see some meaningful degree of consolidation within 
the industry. 

Interestingly we already have some early signs of consolidation occurring. There has been some 
merging of activity between accredited exporters, but also new entrants, particularly some 
notable players from offshore, have chosen to target existing accredited exporters rather than to 
set up from scratch. 

Well known examples include Sumitomo and Emerald, Nidera and Pentag, Viterra / ABB, and 
potentially Gavillon and AWB. And on the local front Gardner Smith and Ozepulse.  

Each one is seeking to access a new opportunity that was previously not available. 

While I am not about to predict who will be next it is likely that this activity is far from 
complete. Certainly the current situation where we have 15 or more players each seeking a 
minimum of 10% market share of Australian wheat exports will have to resolve itself. 

One thing I will say however is that the old single desk structures have left us with some legacy 
features. The barriers to entry that existed under the single desk structure, have created 
formidable competitors in the industry, each of whom in their particular geography has an 
established scale that creates barriers to entry to some of the critical services required in the 
exporting of grain. Of course I am referring to the port terminal operations of the various Bulk 
Handling Companies. 

This brings me to Industry Structure 

The Access Test 

Having spent far too many years arguing for the deregulation of the Australian grain industry, the 
conflict between that free market stance, and the fact that we have regulated export facilities is 
not lost on me. Others have pointed to the hypocrisy inherent. 

Let’s face it – the Access Test contained within the Wheat Export Marketing Act is not perfect. It 
will not be an acceptable solution for industry over any extended period of time. In and of itself 
the Access Test will not create an efficient system. At best it can be a mechanism to create 
change. 

But let’s also recognise the fact that the barriers to entry, while not uniform in all ports, are high 
in critical export pathways.  

In a few well documented examples, such as between Melbourne and Geelong, there are 
alternatives. Containers do provide capacity at the margin, but container exports will never 
substitute for bulk in all markets. The domestic market will consume more wheat if the export 
pathway is inefficient, but it is not a real substitute for a firm seeking to participate in exports. As 



we all know the majority of ports have only one operator, and one port asset for bulk wheat 
shipments. 

These are all factors that create market power in favour of the supplier of export wheat 
elevations. 

With the introduction of contestable wheat exports it was critical that industry could create, or 
force, a change to the way that port terminals operate and the terms and conditions under which 
services have been provided.  

I remain convinced that while virtually no one has a positive word to say about the port terminal 
service access tests, they have been a vital catalyst for necessary changes in both export terminal 
operation and the terms and conditions under which export elevations are offered.  

I am equally convinced that further reform is both necessary and possible as this industry learns 
how to operate commercially. The alternatives, unfortunately, would be ongoing regulation, or 
the creation of excess capacity. The latter may be the ultimate solution to tip the balance of 
market power if certain export terminal operators’ insist on having industry underwrite its 
business. 

Responsive to Change 

As I just said the industry needs to operate commercially. 

The Australian market needs to be highly responsive to changes in demand. In some years we 
will have a market with ample supply from other origins where Australian wheat provides 
specific quality attributes, but in relatively modest volumes. 

At other times Australian wheat will provide the bulk of the demand, and supply from competing 
origins will be limited. 

To think that there is a typical year would be naive. 

After the first year of the deregulated wheat market some people had it all figured out. The free 
market would require quick shipments immediately post harvest in order to meet available 
demand prior to the northern hemisphere harvests. 

The shipping program would henceforth be front end loaded. No longer would the single desk be 
there to divide the task into 12 neat equal portions. 

In order to manage this and control rampant wheat exporters in the first quarter of the year 
premium charges would be applied. Storage rates would be deferred or dropped – or more 
precisely costed into fixed charges. 



And low and behold it worked. Perhaps it worked too well. Other than those with the axe of lost 
capacity charges hanging over their heads, exporters did not come to the ports. Suddenly we 
were concerned. Where was the demand? Was Australia missing export opportunities? 

In fact I would argue that the local charges did not really change exporter behaviour. Larger 
market forces were at work. Flat price was low and the selling pace, especially for cash, was 
relatively slow. Consumers had plenty of wheat to choose from, whether from their own 
domestic supply or from other exporters, and bought hand to mouth, especially as prices 
continued to work lower. Rewards for carrying wheat created a far greater incentive to determine 
market behaviour. 

A sign of industry maturity will be when we stop making knee jerk reactions to last year’s 
problems and have the insight and the understanding to create lasting solutions. 

Wheat Exports Australia 

WEA has been a necessary component in the transition from a regulated to a contestable wheat 
export market providing some certainty and comfort to market participants in a period of very 
rapid change. That transition period is effectively complete. The accreditation of exporters is a 
relatively minor, but now mostly unnecessary, barrier to entry for exporters.  

The benefits of the Accreditation process have decreased and can be achieved through the 
routine actions of regulators such as ASIC. The other regulator on exporters is the very 
competition that was introduced in 2008. If a particular exporter is not doing a good enough job, 
there is another exporter who can perform the task better. 

Wheat Quality and Classification 

The myth of an Australian wheat market. 

There is not a single market for Australian wheat. Rather, there are many different markets that 
will gladly accept Australian wheat under the right conditions. 

In recent years we have seen a decline in the number of single origin world wheat buyers. In 
2007 we witnessed huge price rises in world wheat caused by weather problems in almost every 
major wheat producing country. In addition some exporting nations placed restrictions on their 
exports for varying periods. If the weather did not take supply away, then Governments 
concerned about food security or domestic price inflation did. 

Buyers around the world have realised that relying on a single, or few origins for supply created 
risks that had not previously been considered. To varying degrees they were forced to 
incorporate whatever wheat was available into their production. Subsequently the amazing 
rebound in world wheat stocks, and the experience gained in using different wheats than 
traditionally accepted, meant that some buyers could now exercise a new found choice. 



Perhaps the region where this has been least apparent has been in Asia where a number of buyers 
have maintained a large proportion of Australian wheat in their grist. But for buyers in the 
Middle East, and amongst the larger volume importers in Asia, the ability to use wheat from 
multiple origins is now an established feature of the marketplace. Albeit, the mix of origins will 
change every year, just like the supply and demand, and the seasons. 

As such Australia faces many differentiated markets for its wheat. All of these can be described 
as markets for Australian wheat, but none should be taken for granted as the protected species we 
once thought existed - an exclusively Australian wheat market. 

Wheat Classification 

In order to service these complex and changing markets, exporting industry and buyers alike 
must have the ability to understand what wheat is available in Australia. Wheat Classification is 
an important component. Wheat Classification remains one of the “dark arts” from the single 
desk days to borrow a phrase from Harry Potter. 

Industry needs clear, published references or benchmarks for the variety classifications currently 
in use. These must be capable of being understood and communicated. To say that for example, 
APW wheat produced today in a particular region is superior to the control variety is not enough 
when so few in industry are clear what the milling and baking characteristics of the control 
variety actually are. 

To be effective industry must understand that today, an APW classification, will meet or exceed 
a documented set of milling and baking tests, and further must be able to access the list of those 
minimum measurements if they are to have a sensible discussion on quality with a buyer. It is not 
sufficient to have a list of the tests that will be performed, but not to know what results must be 
achieved to meet the classification. 

Finally to Summarise 

The evolution of market foundations created the possibility for change in our industry. 

The change came in the form of a revolution. 

That revolution has demonstrated we must take considered steps based upon on growing 
experience to modify and improve certain industry structures. 

If this can be achieved we can ensure a fertile environment for further opportunities to be 
discovered in our industry. 

 

Alick Osborne 
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