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Australian Sugar Industry Alliance Limited 
ACN 126 688 962 

Level 3, 348 Edward Street, Brisbane 
GPO Box 945, Brisbane Q 4001 

Telephone (07) 3231 5012 
Facsimile (07) 3229 2113 

17 February 2012   

Senator the Hon. Joe Ludwig  
Minister for Agriculture, Fisheries and Forestry 
PO Box 6022 
Parliament House 
Canberra ACT 2600 
  
Dear Minister, 

The Australian Sugar Industry Alliance (ASA) has been advancing phases of a comprehensive 
review of sugar industry research, development and extension (RD&E) since 2009-2010. 
Focussed, effective research is vital for the future of this industry, and growers and millers 
do  contribute substantially to research. However, there have been rising concerns about 
the performance, costs and returns to stakeholders of current sugar RD&E arrangements.  

In October 2011, we wrote to advise that ASA had reached agreement on a substantial RD&E 
reform package that is crucial for the Australian Sugar Industry. This integrated package is 
structured to address multiple issues and the overarching objective of more efficient and 
effective RD&E performance for the Industry. Implementation of the full set of Sugar RD&E 
reforms will provide a larger research program and future clarity for industry and government 
investors and for research providers. Overall, the reforms will deliver stronger outcomes for 
sugar industry participants, Queensland and NSW regions and the broader economy.   

Working with yourself and the Australian Government to establish a new Industry Owned 
Company, 'Sugar Research Australia', supported by a statutory levy to deliver research and 
associated industry services, is a pivotal component of the Sugar RD&E reform package.   

This letter accompanies our initial proposal and case for formation of an Industry Owned 
Company (IOC). Part 1 provides context to the IOC proposal including key issues and efforts 
to achieve efficient, effective and sustainable sugar industry RD&E. Part 2 outlines elements 
of the Sugar RD&E reform package, stages of consultation with stakeholders, and discusses 
the importance of now forming an Industry Owned Company, Sugar Research Australia.  

Part 3 sets out the accompanying proposal for Sugar Research Australia to receive statutory 
levies and addresses criteria and questions in the Levy Principles and Guidelines. Sources of 
funding and financial projections are considered in Part 4. 

Key points of a potential Sugar Research Australia (SRA) Constitution and Statutory Funding 
Agreement are proposed in Part 5. ASA recognises that the Australian Government expects 
elements of the IOC model to be incorporated into structures developed to address industry 
circumstances. Our aim is to utilise current IOC features and, where needed, to put forward 
particular arrangements for Sugar Research Australia consistent with IOC principles.  
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Concerns with sugar industry RD&E arrangements are substantial and longstanding. Issues 
include research performance in relation to investment, alignment of RD&E activity with 
industry priorities, escalating costs, and balance of contributions [section 1.2].  Approaches           
to addressing these issues have been considered by ASA over a number of years, including 
initial discussions about a single organisation, an Industry Owned Company (IOC), with your 
Department in 2008 and with Minister Burke in 2009.  

ASA initiated detailed, phased reviews in 2010. The Sugar RD&E Reform package agreed by 
ASA and by boards of founding members CANEGROWERS and ASMC in October 2011, meets 
a range of requirements and has achieved equal funding support by millers and growers. 
The reforms hinge on formation of a single organisation, Sugar Research Australia, utilising 
the IOC model in partnership with the Australian Government, and backed by statutory levy.  

Achieving Sugar Research Australia in the form needed by the industry will be a further key 
stage in progressive evolution to vibrant, sustainable and self-reliant industry. Benefits to the 
industry as a whole, and to growers, millers and other stakeholders will be substantial. These 
can be assessed in practical terms such as cost savings, or as stronger operational outcomes 
as the industry actively addresses collective action needs, through to the real advances of 
modernising structures and culture. In outline, expected benefits include:  

¶ Stronger research performance. The new Sugar Research Australia should work to address 
performance expectations, priorities and issues with efficiency. A key industry priority is 
for R&D to contribute strongly to the return to a 36mt harvest in 3-5 years. Research-based 
actions including enhanced plant breeding and variety improvement through a stronger, 
stable SRA with a robust SRA Research Funding Panel have potential to deliver, say, 30% 
of the impetus toward this goal. This could translate to production value increases of $150m 
a year by 2015 [section 2.3].   

¶ Industry support for higher, sustainable R&D funding. The sugar industry is committed to 
investment in RD&E and this support itself is evidence the industry sees future benefits. 
However, cost and return is a major issue [1.2]. With implementation of the reform package, 
and on formation of Sugar Research Australia, growers and millers will pay 70c/t (35c/t 
each) for the first three years. This stable statutory levy ($21m on a 30mt harvest) will be 
27% higher than fees/levies paid in 2009. The IOC will have high-performance capacity 
and would be financially sustainable [part 4].  

¶ Cost savings and efficiency. Administrative and RD&E efficiencies in forming SRA as a 
single industry owned research organisation should be at least $1.5m a year.  

¶ Industry performance benefits. The sugar industry sees RD&E Reform and establishing 
Sugar Research Australia as a key stage in its progressive evolution from regulated 
structures to a modern, competitive, professional, profitable industry. This should attract 
new, inventive industry participants and assist with succession. A further 10-20% of 
industry production growth could reasonably be attributed to modernisation.  

¶ Regional and community benefits. The sugar industry generates jobs along the supply 
chain and adds diversity and vibrancy to regional communities. R&D also supports 
industry participants as stewards of their operating environment [1.1].  
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A 2013-timing for formation of SRA is very important for the industry and wider stakeholders.          
As outlined in our letters, the RD&E reform project is a comprehensive and considered 
exercise. ASA has progressed stages of consultation and review over 2010, 2011 and 2012. 
With these years of interaction and analysis along an IOC development pathway, there is 
now a level of understanding, momentum and expectation across the industry, with many 
interested and involved in unfolding details.  

We are also conscious of August-September 2013 as likely timing for the Federal election, 
and have this and industry needs in mind in articulating a target of 1 July 2013 for Sugar 
Research Australia to commence. This goal is, we hope, achievable with concerted effort 
and interactions, as indicated in the target implementation timeline following this letter.  

The timeline itself reflects the very substantial work ASA has already undertaken. Over the 
next six months, ASA will progress further comprehensive consultation across the industry 
and with your Department, plus a Definition and Due Diligence process that will generate 
more detail on anticipated functioning of Sugar Research Australia and of the SRA Research 
Funding Panel, including protocols, principles and a draft Constitution and Agreement.  

We are writing to request your consideration of this submission in advance of formal industry 
interactions on Sugar Research Australia and statutory levy proposals. In particular, we seek:  

¶ Ministerial in-principle concurrence to the establishment of an IOC to receive statutory 
levies and Commonwealth matching funds for the provision of R&D and industry services 
for the Australian sugar industry, subject to industry endorsement through a full ballot. 

¶ In-principle recognition of key elements of Sugar Research Australia and statutory levy 
arrangements as these will be featured in ongoing communication actions and in the 
Information Papers for the industry ballot planned for August 2012.   

¶ Support for participation of the Sugar Research and Development Corporation (SRDC) in a 
preparatory due diligence process scheduled for April to July 2012. 

¶ Early opportunity to discuss with you any guidance or concerns, particularly with a view  
to working with the Australian Government to achieve the important 1 July 2013 target. 
We also look forward to ongoing active and useful interactions with your Department. 

ASA, with CANEGROWERS and the Australian Sugar Milling Council together representing 
the great majority of the industry, supports implementation of the full set of reforms with the 
pivotal formation of Sugar Research Australia as an IOC backed by a statutory levy to be paid 
equally by growers and millers. This major and important restructure will advance Sugar as a 
modern, self-managed industry. Achieving the single focussed IOC with an expanded research 
pool will also facilitate considered investment in a wider range of longer-term research 
addressing industry and government priorities and strengthen the whole industry. 

Yours faithfully  
 

 

Alf Cristaudo Quinton Hildebrand 

Chairman Deputy Chairman 
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Sugar RD&E reform  and Sugar Research Australia ð timeline and key action s   

2010 to 

March 2011 

Sugar RD&E reform review phase 1 including industry consultation. March 2011. ASA statement Achieving 
Efficient, Effective and Sustainable Research in the Australian Sugar Industry and PJP report distributed to 
industry and wider stakeholders for input leading into phase 2.  

May-Jul 2011 Sugar RD&E reform phase 2 consultation. 100+ written inputs and interactions, 80+ meetings in Brisbane, 
from Cairns to Ballina, and in Canberra, including with SRDC, SRL, SRI, BSES leaders, staff and site 
groups, CANEGROWERS regional groups, ACFA, Pioneer, Kalamia, ASMC, mill managers and groups, 
district productivity services, DEEDI, CSIRO, DAFF and DuPont staff.  

DAFF and DEEDI meeting. Industry Owned Company formation guidance papers provided by DAFF.  

Aug-Sep  Reform Project Leader Dr SJ Welsman presents proposed package (Australian Sugar Industry RD&E 
Reform Report, Reform proposals, Implementation points). Discussed by industry groups. 

October  Australian Sugar industry Alliance, with support of CANEGROWERS, ASMC and Chairs of BSES and 
SRL, agrees to implement full Sugar RD&E reform package with equal grower-miller funding. 

ASA statement and letters to industry groups, Ministers, researchers including RD&E reform report.   

Nov-Dec Field meetings series 1. Sugar RD&E reform package sessions for leaders and associated Sugar Advisory 
Services Development Program (SASDP) discussions. Nov: Ballina NSW, Ingham Qld, Innisfail, 
Bundaberg, Mackay, Proserpine, Ayr-Burdekin. Dec: Ingham, Far North, Mareeba.  

Briefings / discussions: Boards of ASMC, CANEGROWERS, BSES, SRDC, SRL, plus ACFA. 

2012 targets   

January 2012 Field meetings series 1. 19-24.1. Tully, Burdekin - Kalamia, Pioneer boards, Rocky Point, NSW to 27.2. 
13.1 briefing DEEDI, DERM Queensland. Ongoing SASDP shaping and SAS Network building. 

Working meetings and interactions for development of initial submission to Minister Ludwig.  

February  RD&E Reform Implementation Steering Committee (ISC) and ASA meetings to develop and finalise ASA 
submission to Minister by mid February with associated wide industry communications/media.  

7.2. Working discussions with DAFF in Canberra. Ongoing industry board and group briefings. 

29.2. Initial proposal submitted to Minister Ludwig. Copies to stakeholders for information and comment. 

March Field meetings series 2. Aiming for wide grower, miller, productivity services, adviser participation. Town 
hall briefings and discussion on full RD&E reform package, modern, restructured research, extension/ 
advisory changes, opening of Sugar Advisory Services Development Program, IOC-SRA steps.   

March - 12 Mareeba, 13 Mossman, Gordonvale; 14 Innisfail; 15 Tully, 16 Ingham, 19 Burdekin, 20 Proserpine,  
21 Mackay, 22 Sarina, 26 Bundaberg, 27 Childers, Maryborough, 28 Brisbane/ Rocky Pt.  NSW: 29 Ballina. 

ISC meeting in preparation for detailed reform stages including due diligence involving BSES, SRDC.  

April  Ongoing interactions with Minister's office and DAFF about submission and in-principle agreement.  

On the basis of in-principle advice from Minister re an IOC and key elements (subject to Industry ballot):                                                   

i)  Plan, agree and progress effective interaction processes for seeking industry stakeholder agreement to 
establish SRA with statutory levy, for voting, plus as needed for BSES and SRDC. Meet with poll entities. 

ii)  Aim to form interim Sugar Research Australia committee 2012-13 to consider application of Industry 
R&D Priorities and Government Priorities across research, develop research co-ordinating processes.  

iii)  Commence SRA definition process (ISC, Industry, iSRAc) and associated SRA due diligence process 
(ISC, BSES, SRDC) including detail as needed for ballot and full submission to Minister.  

May - June Definition and Due Diligence stage including use of guides and DAFF involvement at key points. Outputs 
to include industry-SRA interface protocols, principles for transition to new structures and modus operandi, 
review of SRDC, BSES activity including commercial or quasi-regulatory, listing and handling of assets, IP. 
Plus proposed SRA Constitution, key points of Statutory Funding Agreement for discussions.  

Sugar Research Australia and Sugar Levy Ballot ï detailed Consultation and Voting Plan to Minister.  

SASDP events in districts to introduce growers and newly networked advisors, explain changes. 
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2012 targets  

July ï August 
2012 

End July. Possible Sugar Industry Researcher Roundtable on forward RD&E structures, priorities, issues. 
CSIRO, universities, government agencies. Consider with iSRAc. 

Preparation for Ballot in formation of Industry Owned Company and associated Statutory Levy.  

- by 4 July. Develop/agree field program, speakers, to material for stakeholders, especially growers, 
millers, other stakeholders, beneficiaries. Confirm ballot process with appointed agency. Identify 
current/potential levy payers and invite register for ballot and/or identify mechanism using current lists.  

- by 30 July. Voter Information Pack ready including Information Papers, Ballot Papers, key dates for 
meetings and voting for current/ potential levypayers including voting entitlements if needed. SRA and 
ballot website, Q&A, hotline operative and updated. Mailings 31.7 to 3.8 August north to south.  

Field meetings series 3. 6th to 21st August. Focus on Industry Owned Company, Sugar Research Australia 
field meetings, 14-15 events across Qld and NSW, north to south, media, wider stakeholder and newsletter 
coverage, leading into supervised ballot. Also on SRDC changes. Might include BSES change points.   

Ballot opens 6 or 13 August 2012. 

September - 
December  

Ballot closes 7 Sept. Conducted by independent agency. Results by 14 Sept. Communications. 

Ballot results and communications with industry/other stakeholders on next steps, including Ministers.  

- by 20 Sep. ISC to consider ballot outcomes and, as appropriate, proposed full submission to Minister.  

- by 24 Sep. Report on Ballot results to Minister. Based on industry support, formal submission to Minister 
seeking agreement to IOC formation and key features including advanced Constitution, Agreement points, 
impact analysis. Publicise submission. Timing includes 6 weeks, to 5.11, for any objections, response.  

October-November-early Dec. Active interactions with Minister and Department and inputs to legislative 
processes aiming to achieve Industry Owned Company, Sugar Research Australia, on 1 July 2013.  

- Aiming for Minister approval of main items in policy proposal and seeking policy approval from Prime 
Minister/Cabinet. Department prepares drafting instructions for legislation to enable the Minister to declare 
a company to be the industry services body established by the legislation and for privatisation of an 
existing government entity, and to put in place appropriate transitional provisions (reference ï DAFF notes).  

- Legislative development progresses including re SRDC and time for public and stakeholder interactions. 

2013 targets  

January ï 
July 2013 

Ongoing active interactions with Department and Minister as legislative processes proceed.  

- Drafting set of legislation, release for public comment, steps for introduction into Parliament Mar-May 2013. 

- Settle arrangements between the Commonwealth and industry. Parties agree text of IOC Constitution 
and negotiation of Statutory Funding Agreement to finalisation Mar-May 2013. 

Target June 2013. Minister declares the IOC to be the industry services body for R&D and services. 
Statutory Funding Agreement finalised, signed and commences.  

Ongoing. Sugar Research Australia detailed planning and action including: SRA interim board, SRA 
Research Funding Panel with support Research Program Management Unit, senior staff structures, 
Varieties & Biosecurity Unit, Professional Extension & Communications Unit. Transfer arrangements. 

Target 1 July 2013. Sugar Research Australia Limited operative.  

Transitions and transfers implemented over June to August 2013 then ongoing development of SRA. 
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 Frequently used a bbreviations   

ASA Australian Sugar industry Alliance 

ASMC Australian Sugar Milling Council 

BSES BSES Limited 

c / t cents per tonne  

DAFF Department of Agriculture, Forestry and Fisheries (the Department) 

DEEDI Queensland Department of Employment, Economic Development and Innovation 

IOC Industry Owned Company 

mtpa million tonnes per annum 

RD&E Research, Development and Extension  

SASDP Sugar Advisory Services Development Program  

SRA Sugar Research Australia  

SRDC Sugar Research and Development Corporation  

SRL Sugar Research Limited  

 

Partic ular sources and references  are identified in footnotes. Many more documents 

and inputs were analysed in developing the Sugar RD&E reform package. The  following 

key documents have been referenced during development of this IOC submission.  

Á Department of Agriculture, Forestry and Fisheries (DAFF): Guidance on Establishment and Operation of an 
Industry Owned Company for the Purposes of R&D and/or Marketing, June 2011.  

Á DAFF: Legislative Processes: Transition to and Establishment of a New Sugar Industry R&D Services Body, 2011. 

Á DAFF: Levy Principles and Guidelines, revised version late 2011. 

Á Productivity Commission, 2011, Rural Research and Development Corporations, Report No. 52. 

Á DAFF Submissions to Productivity Commission inquiry into the Australian Government Rural Research and 
Development Corporations Model, August 2010, Dec 2010. 

Á Australian Government, Preliminary response to the Productivity Commission report on the rural Research and 
Development Corporations, June 2011.  

Á Welsman SJ, 2011, Australian Sugar Industry RD&E Reform ï Report, Reform proposals, Implementation points.  

Á ASX, 2010, Corporate Governance Principles and Recommendations. 

Á Constitutions and Statutory Funding Agreements from current Industry Owned Companies as models. 

The following have als o been referenced  during the RD&E review,  including in relation to 

the Australian Sugar Industry Statement on Priorities for Research 2011 ð 2014. 

Á National Research Priorities and Goals, Rural Research and Development Priorities, National Strategic Rural 

Research and Development Investment Plan 2011, Queensland DEEDI on priorities, National Sugarcane 
Industry Research, Development and Extension Strategy, plus plans and publications of industry 
associations and organisations including BSES, SRDC.    
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Part 1.  Sugar Industry trends and research challenges  

1.1   Sugarcane production and sugar supply pressures  

1.2   Industry concerns about research performance   

1.3   Sugar industry research priorities 2011-2014 and forward 

 

Over more than a decade, the Austral ian Sugar Industry has moved from a substantially 

regulated operating environment to deregulated production and se lling marketplace s. 

Numerous statutory provisions, some protective, some restrictive , have been removed . 

These include,  for the 95% of the cro p grown in Queensland , dismantling of statutory 

cane production areas in 2004, and repeal of sugar vesting powers and deregulation of 

marketing of  Queensland sugar from 2006. 1  

The Industry has been actively involved in these evolutionary developments incl uding 

the many reviews and working groups . To some in the field, however, the changes were 

a substantial challenge, with a proportion of sugar industry partic ipants wanting all to 

stay the same , the  way it was in decades past .    

During th e regulatory  refo rm period, the industry also faced a major cyclical downturn .                   

In April 2004, the Australian Government established the Sugar Industry Reform  Program 

(SIRP) in response  to a crisis in the industry reflecting protracted low world  market pri ces  

and low production due to unusual seasons and pests and  diseases. SIRP included funding  

to assist many in severe financial difficulty  to consider their options . SIRP was also intended  

to assist the overall industry in its commitment to reform and restr ucture  toward viability 

and sustainability.  The package of assistance measures was conditional on significant 

reforms and deregulation being accepted.  

Government and industry actions included forming a Sugar Industry Strategic Overs ight 

Group to develop a Strategic Vision for the industry. Based on consultation  and review, 

the Group reported in detail  in 2006. The new Industry Vision was to be: 2   

A commercially vibrant, sustainable and self-reliant raw sugar and sugarcane derived products  
industry, through: committed cane growers and millers being responsive to international and domestic 
market forces, and operating in an open, deregulated industry environment, within Australiaôs            
corporate governance framework. 

 

The Strategic Vision  Report  inclu ded critical industry review of its own ways and structures  

that were slowing achiev ement of a vibrant, sustainable  industry. The report noted that:  

é preservation of [past] practices and delay in adoption of innovative approaches has impeded the 
industry's drive for international competitiveness. é The industry requires a cultural shift to develop 
flexibility to respond to market forces and become self-reliant. é 

                                                
1 For history of the industry and regulation: Industry Commission, 1992, The Australian sugar industry, report no. 19. The review 
found: "The major factor reducing the efficiency of the Australian sugar industry which is subject to influence by governments in 
Australia is the regulatory controls applying to the production and marketing of raw sugar in Queensland", plus parallels in NSW.  

2 Sugar Industry Oversight Group, 2006, Strategic Vision ï Report to the Federal Minister. This report includes history of sugar 
industry regulatory, market and operational environments and performance. 
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The historic, often adversarial, relationship between growers and millers é appears a significant 
barrier to reform within the industry. However, the relationship between sugarcane growers and 
millers is important. There is more interdependence between the sugarcane-growing sector and the 
sugarcane-milling sector than in many other agricultural business relationships, for various reasons.  

é the industry needs to reform. This entails a fundamental change to a new óculturalô paradigm that 
achieves real long-term economic benefits. This reform would include changes to the soft infrastructure 
of the industry é[and] reforms should extend to all the participants in the sugar industryôs value chain.  

On industry structures  the Group confirmed that effective research, development and 

extension activity was  fundamental to improved industry viability in the  medium to long 

term, and recommended the sugar industry take the initiative ð   

é [to] review of the appropriateness, efficiency and effectiveness of industry structures and their 
relevance in a deregulated, commercial environment [to] ensure every decision should seek the 
addition of real value to the industry. At present the structures fall into two groups: 

a. industry-linked organisations which are currently engaged in providing services (for example, 
Queensland Sugar Limited and Sugar Terminals Limited) 

b. research, development and extension organisations (including the Sugar Research and Development 
Corporation, Bureau of Sugar Experiment Stations Limited, Sugar Research Institute and others).  

Since 2006, the industry has been working actively to mode rnise its arrangements. . In 

2007, the Australian Sugar I ndustry Alliance  (ASA) was formed with CANEGROWERS and 

the Australian Sugar Milling Council plus established regional groups as founding members.  

The ASA Strategic Directions Document  2010 further articulated  an industry wide vision 

for a  successful Australian sugar cane industry in 2020 , as:  

¶ A growth industry  

¶ successfully competing in the world market  

¶ through profitable businesses  

¶ which have successfully diversified into sugar cane products  

¶ using world class research and development  

¶ recognised as global leaders in environmental sustainability, and  

¶ built upon dynamic and cooperative industry leadership.  

Australian sugar industry participants continue to see research as vital, but equally, that 

RD&E structures must be effective , efficient and sustainable . This was stated  regularly in 

consultations over 2010 and 2011 for the Sugar RD&E Reform reviews.    

In this context, the following sections outline:  

1.1.  Industry features  and challenges  includ ing  to increase production   

1.2.  Concerns with performance , costs and balance in current RD&E structures, and   

1.3.  Focussed sugar research priorities  particularly for the 2011 -2014 reform period.  
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1.1.  Sugarcane  production and sugar supply pressures   

Global prospects for sugar are clearly positive. By 2030, world sugar consumption is  

expected to increase by 53 % to over 250 million tonnes  a year . Asia, the worldõs largest 

consumer of sugar and Australiaõs largest export destination, will increase its share of 

global  consumption  from 40 % to 49 %, more than doubling its sugar import demand. 3  

The world su gar market outlook present s opportunities  for the growth and economic 

development of the Australian sugar industry and its associated regional communitie s. 

With Asian markets expanding, large -scale producers  such as Brazil do not threaten this 

potential .  Nor does growth depend on uncertain diversification such as biofuels .  

Australia is a lready the major supplier of sugar  to the Asian region. M arket oppor tunities 

and demand should increase dramatically  so long as Australia can hold and build sugar 

supply and continue s to be generally competitive .  

Current gross value of production exceeds $2.3 billion annually , mainly from raw sugar, 

80% of which is export ed generating $1.5 billion export income. Al most al l Australia n raw 

sugar sales, including those in the domestic market are on the basis of world prices.  

Australian sugarcane production is located along Australiaõs north-eastern coastline, 

from Mossman in  far north Queensland to Grafton in northern New South Wales. The 

sugar industry has supported communities in these regions for more than 150 years.  

More than 17,000 people are employed during the peak production period  each  year . 

The industry generates j obs along the supply chain and adds diversity and vibrancy to 

regional communities. Industry participants, cane growers and sugar mill owners, are 

stewards of their operating environment and work to minimise any impact s. 

Figure 1.  Sugar industry features 2002-2011 ï ASMC Queensland data  

 2002 2004 2006 2008 2009 2010 2011 

Growers entities Queensland  6,518 5,933 4,925 4,350 4,335 4,287 3,911 

Average entity harvest  ha           63  67 77 82 79 68 90 

Average cane  tonnes/entity  5,312  5,844 6,725 6,935 6,410 5,991* 6676 

All Queensland cane  t/ha           84.6  87.4 87.6 84.4 81.1 88.0 74 

All Queensland sugar  t/ha        12.4  12.7 12.3 12.5 12.5 11.2 9.9 

Queensland harvest m tonnes 35.16 34.67 33.12 30.17 28.16 25.77 26.11 

Number of mills Queensland  26 25 23 23 22 22 21 

* The 2010 year was affected by extreme weather events.   

Current Queensland mill capacity is about 33 million tonnes with usage of 80-85%. Since 

2003, five Queensland mills have closed with reduction in crop size ð Babinda  mill c losed in 

2011, Pleystowe in 2009, Mourilyan 2006, Fairymead 2005, Moreton 2003.  

NSW represents 4-5% of Australian sugarcane production  with three operating mills .  

                                                
3  ASMC analysis based on multiple sources. Statistics: ASMC, CANEGROWERS and ABARE.  
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Australia's total sugarcane crush in 2011 was 28 million tonnes, compared to 38 mt in 

2005, 37.5mt in  2002. Area of sugarcane  planted and harvested has reduced by more 

than 17% since 2002. All regions have contracted , al though at different rates .  

Figure 2. Area harvested change, and proportional shifts by region 2002-2009 ï ASMC data 

 2002  2006  2009 2010 change 2002-09 

QLD area harvested ó000 ha 416,233 379,966 344,102 291,927 - 17.3% 

NSW area harvested ó000 ha  20,650 17,542 15,561 14,162  - 24.6 % 

Australia ó000 ha 436,883 396,508 359,663 306,089 - 17.7% 
      

Regional area proportion  2002 % 2006 % 2009 % 2010 % % shifts 2002-09 

Northern  21.2 20.3 19.6 22.4  - 1.6% 

Herbert-Burdekin  29.9 32.1 33.3 29.2    3.4% 

Central   28.1 30.2 30.3 29.3    2.2% 

Southern including NSW   20.8 18.3 16.8 19.1   - 4.0% 

* The 2002-2009 trend is calcul ated as the 2010 harvest was affected by extreme weather . 

In developing the Sugar Industry Research Priorities Statement 2011 -2014, ASA identified 

three ke y industry issues to be addressed through R&D investment including , overall:  

Industry growth ï the need to stop decline and re-build to 36 mtpa including by R&D to increase yield            
and achieve step change in productivity.  

Particular features of the Australian sugar industry  are also important in planning sugar 

research investment and in design of R&D programs and projects. For instance, in the 

sugar industry, production  from small farms and part -time growers  appears relatively 

more important than in large -scale rural industries where  R&D planners and researchers 

may be able to leave aside consid eration of features of small scale producers.  

Although about a third of farms deliver some 70% of cane ,4 with less land planted, and in 

a throughput dependent process, smaller farms are providing vital cane for mills  in a 

sector now operating at 8 0-85% ca pacity. Arguably, R&D and tailored extension aiming 

to make cane farming easier for lifestyle and off -farm working growers could sustain the 

industry, and communities, as much as R&D lifting output of larger farms.  

                                                
4 ABARE, Hooper, 2008, Financial performance of Australian sugarcane producers 2005-06 to 2007-08, research report. 
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1.2   Industry concerns about sugar research performance   

Since 2008, t he Australian Sugar Industry has been providing funding of $15-20m a year 

towards research, development and extension including variety development.   

A further $4-5m a year is contributed by the Federal  Government  as matchi ng funds for  

eligible R&D expenditure by the Sugar Research and Development Corporation. Other 

income currently includes $2.85m a year funding from the Queensland Government.  

These sugar industry payments towards collective RD&E are sizeable for a smalle r rural 

industry , as indicated by the Productivity Commission tabulations in 2011.5 The funds are 

currently expe nded through three industry -backed organisations:  

BSES ð BSES Limited was formed in 2003 as a company limited by guarantee . This was 

a privatis ation of the former Bureau of Sugar Experimental  Stations, a Queensland  

statutory authority  from 1951 and a Departmental  section from 1900. BSES members 

are a proportion of sugarcane growers and the nine Queensland milling companies. 

BSES has a record of s ugarcane research particularly in breeding and variet y improv -

ement . Since 2003, BSES has been looking to operate on a commercial -like basis. 

SRDC ð the Sugar Research and Development Corporation was formed in 1991 as a 

government -industry RDC  on industry request . Industry pays a statutory  levy of 14 c/t 

(7c/t growers, 7c/t millers) o n harvest ed  cane to the Australian Government for the SRDC.   

SRL ð Sugar Research Limited, trading as Sugar Research Institute, was founded in 1949  

on a mill levy funding basis . In 2005, staff and equipment were transferred to Queens -

land University of Technology (QUT) under an agreement . SRL has continued as an organ - 

ising agency. Mills pay the equivalent of 4-5c/t a year for R&D through SRL and QUT. 6     

For reasons reflectin g history and aims at the time , these three organisations ha ve been 

structured with different objectives , functions  and operational platforms  that rang e from 

government agency to quasi -commercial.   

Each entity considers its planning and activities are ali gned  to sugar industry goals and 

priorities and that its work is contributing to industry advance.  BSES and SRDC can point 

to studies of returns on projects for the sugar industry , and this is not disputed.   

The sugar industry, however, has been expressin g concern about alignment of RD&E and 

with levels of return on investment for ma ny years . Since 2006, industry leaders have been  

grappling with the challenge of identifying  and progressing reforms to these  longstanding 

structures with the aim of achiev ing  effective, efficient and sustainable RD&E.  

A series of reviews and workshops have examined RD&E issues from multiple  perspectives. 

These include the Oversight Group  in 2006, investigative reports to ASA in 2008 and 2009, 

the PJP report in 2011,7 and the S ugar RD&E Reform report , also in 2011.8  

                                                
5 Productivity Commission 2011, Rural Research and Development Corporations, Final Inquiry Report, Canberra. Refer Table 2.3.  

6 On-site R&D by mill companies also adds to $2-3m a year. Various mills run in-house research and extension support programs 
such as variety testing, smut, irrigation and field trials, precision agriculture, trash and mud control, productivity work, GPS 
harvesting, Agdat, and sugar quality.  

7 Port Jackson Partners (PJP), 2011, Reforming Sugar Industry RD&E to become more efficient, effective and sustainable. 

8 Welsman SJ, 2011, Australian Sugar Industry RD&E Reform ï Report, Reform proposals, Implementation points, September. 
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Consultation during the PJP exercise included field meetings and a workshop involving 

industry and R&D leaders . They found 'strong indications that both growers and millers 

may be prepared to increase their financi al contribution'  but assessed both were 'unlikely 

to do so in the absence of reform to address the six other matters of concern with the 

current RD&E effort', being:  

- differential funding contributions by growers and millers  

- perceived inequitable allocations of RD&E spend (especially by BSES among regions é )  

- concerns over RD&E performance (outcomes and value for money)  

- poor priority setting (money not seen to be spent in line with industry priorities)  

- a lack of transparency (é difficult to understand allocation of funds é)  

- an overall feeling by the industry that it is not in control of the RD&E effort.  

These issues were confirmed during the Sugar RD&E Reform phase 2 consultation over 

May to August  2011 [2.2] . A set of cases based on levels  of BSES funding (40c/t, 60c/t, 

80c/t)  assisted focus on industry priorities  with cost -return as a consideration. These cases 

also assisted discussions around 'wanting us to pay more for less', and questions of 'cost -

shifting ', as discussed in the  Sugar RD&E Reform report.  

Across the industry there is an expectation of efficiency and rationalisation with levels of 

support for one industry research organisation  ('amalgamation of the three R&D bodies 

makes more sense than anything', 'too much doubling -up' , we 'need one good strong  

organisation'. ) There is stress on transparency , cultural change , and service  equity .  

In discussing returns for funding levels, a theme on priorities emerged: the collective 

industry research organisation should focus on specialise d work for collective industry 

benefit ð that is, on what businesses including growers cannot do for themselves.  Four 

levels of priority for use of industry funding were identified from the many consultations:  

¶ Priority 1A. Research into breeding and ongo ing variety development  

¶ Priority 1B. Research and action for biosecurity and plant health   

¶ Priority 1C. Variety advances through GM techniques . 

¶ Priority 2. Open access to research knowledge  and know -how .  

¶ Priority 3. Cane farming challenges, longer term issue areas.  

¶ Priority 4. Supply chain/milling efficiencies ð system research and development.  

Lower, or low, priority for use of collective sugar industry R&D funds, include:  

¶ Diversification in cane uses or mill products.  

¶ Farming practices and techniques  ð regional  or local .   

¶ Repeated extension on 'best practice' farm systems, to groups or locally.  

¶ Direct advisory (one -on -one) for growers  from the central R&D organisation.  



15 
 

 

Australian Sugar Industry ς Initial proposal for an Industry Owned Company ς February 2012  

Industry concerns with historical  and current RD&E arrangements can be grouped as 

issues with research 'performance', 'cost' and 'balance'.   

Sugar industry participants, like those in other rural industries, expect outcomes from 

investment in research ð actual, applied and visible results. Although research funded 

through SRDC, BSES and SRL is in use by industry operators, there have been ongoing 

issues with strategic alignment and with overall research performance :  

[While] there is a key undercurrent of support for major R&D activities, notably plant improvement,        
GM variety development, biosecurity and farming practice improvement é [there] is a sense that 
industry participants are under great pressure, and that R&D is not delivering enough value to make a 
difference to their survival prospects. é é 

Results must be delivered. é for every dollar invested in R&D, the industry expects to see a return in 
NPV terms with the multiple reflecting the perceived risk associated with the portfolio.é some in the 
industry believe that while the R&D portfolio is driving some positive outcomes, the value is significantly 
less than its expected rate of return, and therefore something needs to change. Report to ASA 2008 

It is about results é results must be delivered for the industry from funding research. Industry CEO 2012  

The industry has be en equally  concerned about escalating costs of BSES operations and 

SRDC administration. In 2008 this was raised sharply with ASA. Substantial change including  

toward a single research entity  began to be closely considered  for multiple reasons [2.3] . 

BSES losses and its need for large funding increases reinforced concern s and catalysed  

the 2010  and 2011 reviews.  

Cost efficiency must be addressed. The cost pressures facing the industry are enormous, and have 
resulted in considerable rationalisation in the production sectors of the industry. Over the last few 
years, several mills have closed, farming and harvesting operations have amalgamated to drive costs 
down and more structural rationalisation is being planned in response to current pressures on returns. 
Industry participants expect the R&D sector to actively canvass similar options. In particular, they see 
opportunities for board and administrative structures to be rationalised é Report to ASA 2008 

The payment 'balance' issue has become more evident with rising payments and calls  for 

more funding. Some mills object ed  to BSES fees and paid less than expected from 2008  [Fig 

3]. Achieving a reform package that would be supported by millers and growers with 

retu rn to equal funding has been a key objective of ASA and growers generally . Grower s 

and groups ha ve also stated concerns about equity especially in local arrangements.   

Figure 3. Sugar industry investment in RD&E through BSES and SRDC 2004 to 2011 

  2004 2005 2006 2007 2008 2009 2010 2011 

QLD+NSW cane crush   mt 37.0 38.3 35.7 34.2 32.1 29.6 27.3 28.0 

BSES service fee ï growers   c/t 8  6 10 15 20 20 20 40 

BSES service fee ï millers  c/t 8  6 10 15 17* 17* 22* 22* 

BSES fee collected  c/t 16  12 19 28 37 37 42 62 

BSES income from Industry  $m 5.9  4.6 6.8 9.6 11.9 10.9 11.5 17.4 

SRDC levy (50-50)  c/t 14  14 14 14 14 14 14 14 

SRDC income from industry  $m 5.2  5.4 5.0 4.8 4.5 4.1 3.8 3.9 

Total industry investment  $m 11.1  10.0 11.8 14.4 16.4 15.1 15.3 21.3 

From industry records.  *Average collected th rough Service Level Agreements between mills and BSES.   
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1.3   Sugar industry research priorities 2011 -2014 and forward  

Reflecting ASA determination  to achieve focus and stronger R&D performance  for the 

industry  as a whole , a key goal during the 2011 phas e of the Sugar RD&E review was to 

develop and promulgate a clear and weighted set of industry research priorities.   

With performance , costs and returns as key concerns, issues have been raised around 

alignment of industry funded R&D activity with  industry aims, overall , in particular program 

areas , and at times around major projects. At the same time, research planners were 

question ing  the clarity and usefulness of industry guidance.  

Strategic alignment is critical. Industry stakeholders expect that the R&D project portfolio will be 
consistent with the industryôs key priorities, and funding allocation will reflect the research opportunities 
with the greatest value adding potential, adjusted for risk. There is a strong view that the process of 
priority setting needs reform and that it needs to be driven directly by the industry. Report to ASA 2008 

The Australian Sugar Industry Statement on Priorities for Research 2011 ð2014 was 

developed over mid 2011 and was  endorsed by ASA in December 2011 after discussion 

including by the CANEGROWERS and ASMC Boards.  

This Priorities Statement was distilled from analysis of industry -researcher workshops and 

review of research entity plans ,9 government statements ,10 and more than 100 interviews 

and written inputs from industry  groups and individuals during 2011. All informed th e 

analysis and confirm ed  the importance of ASA developing a uniquely defined and 

forthright statement of sugar industry research priorities  and process expectations.  

Three dimensions to the challenge of a ligning R&D with industry priorities a re identified:   

A.  KEY ISSUES for action through focussed research  

B.   TYPES of research activity , and   

C.  RESEARCH PERFORMANCE and management. 

The Statement on Priorities for Research 2011 ð2014, provides a weight ed set of priorities 

for each dimension , for use in research planning and in reviews of projects and gaps.   

In line with industry goals, overarching key issues for action through focussed research are : 

Issue 1.  Industry growth ð need to stop decline and b uild to 36 mtpa.  

Issue 2.  Cost and profitability of sugarcane and sugar production, across                    

              different types of farms and mills.  

Issue 3.  Environmental and regulatory pressures including water.  

The sugar industry is placing  high weight on focussed research aiming to achieve 

demonstrable outcomes that address these three major industry issues.   

                                                
9 Including: ASA Directions statement 2011, ASA Strategic Directions and workshop 2010, ASMC and CANEGROWERS 
statements, ACFA inputs, National Sugarcane Industry Research, Development and Extension Strategy 2010, SRDC R&D Plan 
2007-2012, SRDC National RD&E Strategy Workshop Report June 2010,  BSES Strategic Plan 2008-2013. 

10 National Research Priorities and Goals, National RD&E Framework draft guidelines, Rural Research and Development Priorities 
2007 and 2011, National Strategic Rural Research and Development Investment Plan 2011, Queensland DEEDI statements.  
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National  guides on research priorities and rural R&D investment priorities have been 

taken into account  and in many ways this proacti ve sugar industry focus aligns with 

national objectives. 11   

At this time, the industry places low er priority on research into diversification (in terms of 

biomass, fuel  and  other products).  As part of achieving  more  focus in R&D, it is important 

the indust ry be assertive in m aking this priority level clear. Reasons include  that :   

¶ sugar demand projections and market  signals confirm income and economic -social 

benefit to be gained from sugarcane production will be from sales of sugar [1.1]  

¶ industry funded researchers and programs have been s hifting away from issues and 

needs of the core sugar industry ð a factor behind  strategic alignment  concerns   

¶ expenditure on R&D in areas such as biomass, like company trials on alternate uses, 

are not delivering strong, positive industry impact ð a part of the re turns issue,12 and  

¶ funding has been directed by governments to support renewable energy R&D ð the  

sugar industry envisages researchers applying for these funds for meritorious biomass 

and biofuel  research  projects involving sugarcane.   

The two page statement on  research priorities and aspects of R&D process  is in Appendix 1.  

This has been provided by ASA to research planners and key providers including SRDC, 

BSES, CSIRO and QUT, as firm guidance for planning and all ocation of industry funds over 

2012 to 2014 and particularly while sugar industry RD&E is undergoing reform.  

ASA anticipates research organisations that utilise and distribut e sugar industry funding 

will aim to apply these priorities . It is also anticipate d research organisations expending 

sugar industry funds will develop criteria and measures to foster alignment of programs 

and projects with these priorities.   

Formation of an IOC, Sugar Research Australia, as a single industry research organisation 

with a larger research pool, is expected to enable considered investment in a wider  range 

of longer -term beneficial research contributing to industry and government priorities and 

a stronger Australian Sugar Industry and communities in Queensland and NSW .  

It is recognised overall alignment would need to be assessed by SRA across organisations , 

programs and projects. ASA is looking to form an i nterim SRA committee about April 2012 

to assist in mov ing toward such an overview during 2012-2013.  

 

                                                
11 The Australian Rural R&D Priorities 2007 (DAFF current) are: Productivity and Adding Value (Improve the productivity and 
profitability of existing industries and support the development of viable new industries), Supply Chain and Markets, Natural 
Resource Management, Climate Variability and Climate Change, Biosecurity, Innovation Skills, Technology.  

12 Recent reviews have confirmed the practical sugar industry experience after some years and considerable funding in trialling           
the theory of there being potential large-scale alternative cane uses. ñBiomass-based industries create export revenues, reduce 
Australiaôs dependency on petroleum imports and revitalise existing industries (sugar, forestry, pulp and paper and chemicals).  
However, [two studies] also recognise several challenges in establishing biomass value chains. The processes involved are 
technically challenging, and the facilities are expensive to set up. Moreover, there are existing markets for both sugar and forest 
products é As the economic case for establishing biorefineries depends to a large degree on market prices for these 
commodities, ensuring a stable feedstock supply for biorefineries may prove challenging.ò ABARES Rural R&D Update Nov 2011. 
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Part 2.   Sugar RD&E ς Industry led reforms  

2.1   Key reform package elements  

2.2   Industry and stakeholder consultation  

2.3   Importance of forming an Industry Owned Company 

The Australian Sugar industry Alliance RD&E reform project formally began in 2010 with 

a  substanti a l review of BSES financial structures , activities  and circumstances . In March 

2011, after this first phase of review  involving  many , ASA wrote to industry  stakeholders and 

government s with an ASA agreed directions statement , Achieving Efficient, Effe ctive and 

Sustainable Research in the Australian Sugar Industry .  

A Reform Project Group (RPG) was established to steer next phases. The RPG include d 

Chairs of CANEGROWERS, Australian Sugar Milling Council, BSES Limited, and SRL. The 

Chair of SRDC was also initially involved.   A Reform Project Leader was contracted to 

undertake further consultation with industry and stakeholders, to investigate multiple 

issues, and to develop a Sugar RD&E reform package to meet a range of  needs.   

Industry objectives in this  second reform phase included  ð    

¶ to develop a  comprehensive RD&E reform package to meet grower and miller aims, 

taking into account diverse stakeholder views  

¶ to advance a set of moderni sing reforms that would energise and focus research, and 

attract equ al funding support from growers and millers , and  

¶ to achieve a sugar RD&E restructuring and streamlining that would warrant higher 

industry funding , noting ne ither CANEGROWERS nor ASMC would agree to the fee 

levels of the size calculated to keep all the sam e as in the past .  

In September, the RPG received a report from the Reform Project Leader on consultation  

and investigations, plus a proposed Sugar RD&E Reform package and implementation  

points. 13 During October, the package was presented to and discussed b y a range of 

stakeholders . Ongoing consultation has included meetings with all grower regional and 

local groups  and organisations , milling companies and co -operatives , local productivity 

groups, advisers, and boards and staff of BSES, SRDC and SRL [2.2] .  

The full Sugar RD&E Reform package was endorsed  by ASA on 27 October 2011.   

These reforms , including formation of an Industry Owned Company,  are vital for the  

Australian Sugar Industry.  The integrated package aims to address multiple issues to 

achieve stro nger, more efficient and effective RD&E performance for the Industry.           

The reforms should also provide a larger  research program, as well as future clarity for 

industry and government investors, research providers , staff and wider stakeholders.   

                                                
13 Welsman SJ, 2011, Australian Sugar Industry RD&E Reform ï Report, Reform proposals, Implementation points. 
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2.1   Key reform package elements  

Most industry leaders support the Sugar RD&E Reform package as a whole because it 

addresses industry expect at ions in terms of pote ntial performance  and cost structures . 

ASA recognise s differences of opinion about aspects o f the reforms but believes most 

leaders see the integrated package as considered , workable and sustainable.  

The package also achieve s the ôbalance õ objective. CANEGROWERS and ASMC,  

representing most industry participants, agree d in October 2011 to fund a rrangements 

equally for 2012 as reforms are implement ed,  and to propose a statutory levy of 70 cents 

per t onne (35 c/t each) for the first three years of Sugar Research Australia [3.2, Part 5] .  

The main elements of the endorsed Sugar RD&E Reform package a re:  

¶ The Australian Sugar Industry tak ing the lead in working with the Australian Government  

to form an Industry Owned Company , Sugar Research Australia, supported by a 

statutory levy, with growers and millers contributing equally, and all levy payers as 

potential voting members. The goal is to bring activities  of SRDC, a streamlined BSES 

and aspects of SRL, into a single organisation, SRA,  commenc ing  1 July 2013.  

¶ A SRA Research Funding Panel, reporting to the SRA board, to operate a larger 

competitive re search pool by applying robust review to internal and external R&D 

across the supply chain against clear criteria including alignment with priorities.  

¶ Efficiency streamlining of BSES over 2011 -2012 to achieve a sustained reduction of 20% 

on BSES 2010-11 budget operating costs. Changes to include reorganisation of 

activities to three main sites, sale of assets, and a key restructuring of extension.    

¶ In parallel with BSES restructuring, an industry led Sugar Advisory Services Development 

Program to build a  network of local group and independent professional sugar advisory 

providers . The proactive SASDP to be supported by one -off funding of $2 million from 

the milling sector , to run through 2012 and then transfer into the new structures.  

¶ Continuing and effe ctive interaction processes including with industry, government 

and other stakeholders to  achieve broad participation in an  industry -wide ballot, and 

working with BSES, SRDC and stakeholders  on alignment of activities with goals.   

Establishing Sugar Resear ch Australia, under IOC principles with features to meet sugar 

industry needs, will be pivotal  to sugar industry  research -based futures. The importance 

and anticipated benefits of forming this new I OC are outline d  in section 2.3, leading into 

Part 3 (Featu res of the proposed IOC), Part 4 ( SRA functions and p roposal for a sta tutory 

levy), and Part 5 (SRA management and financial foundation).   

The BSES board and executive commenced restructuring  and streamlining in November 

2011. Major changes will be complet e by June 2012  and will achieve the 20% efficiency  

savings target in the RD &E Reform package. Formation of the Professional Extension and 

Communications Unit and cessation of one -to -one advisory  activity from mid 2012 takes 

into account IOC principles , as well as extension performance, cost and equity objectives .  

Areas of current BSES operation are considered in Part 4.  

The Sugar Advisory Services Development Program  (SASDP) is underway. Information on 

scope of the program and progress is available at www.sasdp.com.au .  

http://www.sasdp.com.au/
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2.2   Industry and stakeholder consultation  

The Australian Sugar I ndustry Alliance understands and supports the requirement to 

demonstrate  wide industry support for formation of an IOC  that would rec eive statutory 

levies and matching funds  for R&D. In preparation for a ballot, and as a matter of course, 

ASA is working to communicate  actively with existing and  potential levy payers , wider 

industry stakeholders and other interested parties.  

Within the t wo key sectors of the Australian  Sugar Industry, growers (farmers, producers) 

and millers (processors), there are a number of avenues of interaction and association, 

through business and community ties in milling areas, to working for industry advance ment  

at State and national levels.    

Sugarcane  growers need a mill in proximity to ensure first stage processing within a short 

time after harve st. Unlike grain crops that can be transported, stored and exported before  

processing, delays lead to cane deteriorat ion and lower sugar yields. The mill collection 

area is a geographical, commercial and social  grouping , as reflected in development 

of co -operative mill structures over the last century. The NSW Sugar Milling Co -operative 

for instance, processes about 5% o f the total Australian cane harvest through three mills. 

There are now about 590 grower business es in the NSW cane region.  

Mill region ties continue through practical and contractual arrangements,  without  statutory  

harvest areas and with moves  away from grower  co -operative mill structures [Part 1] . Most  

farmers belong to a regional grower association, as well as identifying  with mill areas .  

The following  organisations take particular positions  within  the industry.  

CANEGROWERS Australia, 
Queensland, New South Wales  

CANEGROWERS represents about 80% of current 4,600 grower business units 
ï in Queensland through 15 regional CANEGROWERS associations, and also 
through the associated CANEGROWERS NSW association.14  

Australian Sugar Milling Council 
ASMC 

ASMC represents 98% of current sugarcane processing capacity. Eight of nine 
milling companies operating 23 of 24 mills from Far North Queensland to NSW 
are members. A number of mills also own and operate cane farming enterprises. 

Australian Cane Farmers 
Association ACFA 

ACFA membership is not stated. Estimates suggest up to 10% of growers may 
be members. Some of these also belong to regional CANEGROWERS groups.  

Kalamia Canegrowers A district association centred around the Kalamia mill in the Burdekin region, and 
is understood to represent 150-170 Burdekin growers (~3% of total growers). 

Pioneer Canegrowers A district association centred around the Pioneer mill in the Burdekin region, 
estimated to represent 70-80 Burdekin sugarcane growers (~1.5% of total). 

  

 
 

 

Membership of associations is generally high but fluctuates with industry circumstances . 

Some larger -scale  producers at times a re not members of representative groups. One 

small mill is not a member  of ASMC but is at times a member of CANEGROWERS. These 

are included in general communications  and are contacted when eve nts are arranged 

in their locations . They would be currently paying the statutory levy for SRDC. ASMC is 

also in contact with the one smaller processing entit y that is a potential levy payer , and 

is following early stages of other possible cane processing developments.  

ASA is working intensively to consult, communicate and interact with current and 

potential levypayers , industry  and associated beneficiaries, and wider stakeholders [Fig 4].  

                                                
14 CANEGROWERS Annual Report 2010-11.  In the Burdekin, a major region with four mills, it is assessed CANEGROWERS 
Burdekin represents 55-60% of Burdekin growers, Kalamia Canegrowers represent 25-30%, Pioneer Canegrowers 10-15%.  
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Figure 4.   Sugar RD&E Reform ð consultation and communication to March 2012  
  

2008 to 2009 ASA R&D Committee led investigations and interactions, including discussions with the Department of 
Agriculture, Forestry and Fisheries in 2008, and the Federal Minister in August 2009.  

2010 to 

March 2011 

Sugar RD&E reform review phase 1 including industry and regional consultation and workshop late 2010.  

March 2011. ASA statement Achieving Efficient, Effective and Sustainable Research in the Australian 
Sugar Industry and PJP report distributed to industry (CANEGROWERS regions, ASMC and mills, ACFA, 
Pioneer, Kalamia) research entities and providers (BSES, SRDC and SRL Directors, CSIRO) plus wider 
stakeholders including Federal and Queensland Ministers and departments.  

May ð
October   
2011 

 

 

Sugar RD&E reform phase 2 consultation. Invitations to provide written submissions and comments on         
the March 2011 documents were sent to CANEGROWERS regions, ASMC and mills, district productivity 
services groups, Pioneer, Kalamia, others, plus research organisations and providers (directors and staff  
of BSES, SRDC and SRL, CSIRO, QUT) and Federal and Queensland Ministers and agencies.  

June: DAFF and DEEDI met with ASA. DAFF provided IOC guidance papers.  

Reform Project Leader received over 100 written inputs and follow on email interactions, and undertook 
over 80 meetings in Brisbane, from Cairns to Ballina, and in Canberra, including with SRDC, SRL, SRI, 
BSES leaders, staff and site groups, CANEGROWERS regional groups, ACFA, Pioneer, Kalamia, sugar 
mill managers and groups, district productivity services, CSIRO, QUT, DEEDI, DAFF and DuPont staff.  

August-October ï first presentation of proposed package to Reform Project Group including Chairs of 
BSES, SRDC and SRL. Full briefings and discussions with CANEGROWERS board and regional managers, 
the ASMC board and members, plus ongoing interactions through RPG and ASA meetings.    

November ð 
December 
2011 

Field meetings series 1. Sugar RD&E reform package sessions for grower, mill and local service leaders 
and associated Sugar Advisory Services Development Program (SASDP) discussions with local groups, 
advisers, BSES staff.        

November: Ballina NSW, Ingham Qld,  Innisfail, Bundaberg, Mackay, Proserpine, Ayr-Burdekin. 
December: Ingham, Far North, Mareeba.  

Briefings / discussions: Boards of ASMC, CANEGROWERS, BSES, SRDC board and all staff, SRL, plus 
ACFA. Start of BSES interface working sessions, meeting at least monthly.  

Media communications [Appendix 2], distribution of key messages and Q&A for use in field discussions.  

January 
2012 

Field meetings series 1.  Tully, Ayr Burdekin Kalamia CG, Pioneer CG, Burdekin CG, and Rocky Point.   

Briefing Queensland Departments DEEDI, DERM 13 January.  

ASMC board and CANEGROWERS executive discussions, meetings with BSES.  Co-ordinated public 
communications regarding BSES structural changes. Media news communications. SASDP discussions.  

February 
2012 

Meeting with DAFF executives including LRS in Canberra 7 February and ongoing. Associated briefings.  

Meetings with BSES and Board. Offer briefings SRDC. Letter to ACFA formalising invitation to join ISC.   

Briefings and SASDP discussions scheduled for Isis area, Bundaberg and Northern NSW.   

Advance media and communications/invitations by mail to all growers in advance of March Field Meetings.  

March 2012 

 

 

 

See Timeline for 
other planned 2012 
communications  

5-9 March. Canegrowers Board, ASMC Board, ASA Forum of 100 industry stakeholders.  

Field meetings series 2. 12 to 29 March. ASA led briefings and discussion on RD&E reform, extension and 
advisory changes, IOC steps. Primarily cane growers, plus industry leaders, mill staff including field and 
technical, productivity services boards and all staff, BSES staff, advisory service providers, agribusiness, 
researchers, local media, local councils etc. Target attendances 35-40% of all cane growers. 

12th Mossman, 13th Mareeba, Gordonvale; 14th Innisfail; 15th Tully, 16th Ingham; 19th Burdekin, 20th Proserpine, 
21st Mackay, 22nd Sarina, 26th Bundaberg, 27th Childers, Maryborough, 28th Rocky Pt, 29th Ballina. 
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Over the months, alongside rising support for the Sugar RD&E Reform package, some 

objections have been notified , at  times ahead of briefings scheduled for explanation and 

to enable discussion of the reasons and benefits of the package of changes .  

These points are assessed [Fig. 5]  and will be taken into account during steps toward a full 

IOC and statutory levy proposal to the Minister after a ballot later in 2012.  

Figure 5.  Questions or comments about an Industry Owned Company and a statutory levy ï February 2012 

 Point raised  Comment 

 The plan risks demising RD&E structures 
and fails to adequately address future 
requirements of the industry  

The major risk for the sugar industry is in holding on to traditional 
structures, or a hybrid arrangement for funding that does not grasp 
performance or cost issues. Considerable time has been allowed for 
current organisations to lift overall performance and outcomes.                        
A single, stable, funded Industry Owned Company with a larger 
research pool and cost efficiencies will provide a centre for longer term 
R&D strategy and will have the strength to address performance needs 
and challenges, within a larger budget. [2.3, Part 3] 

 Focus is on cost-cutting rather than industry 
growth and panders to millers on change.  

There is agreement for growers and millers to pay more and equally 
through a statutory levy. Performance and cost levels are key issues 
to be addressed by any industry in committing participants to 
payments into collective funds. CANEGROWERS and ASMC expect 
efficiencies and building of current strengths to higher performance.  

 Our growers will pay more for the current  
set-up, even $1 per tonne. 

Some have suggested paying $1/tonne. This is usually linked to 
requirement to see value for money and for millers to pay half, ie.  
50c/t from growers, 50c/t from millers. There is no evidence of any 
sizeable group of growers willing to pay $1 a tonne as fees. 

 This is cost-shifting with growers paying 
more.  

ASMC and CANEGROWERS have agreed to a total 70c/tonne of 
cane harvested from 2013, to be paid equally 35c/t by growers, 35c/t 
by millers to fund Sugar Research Australia with streamlined activities 
from BSES. Without restructuring and formation of SRA, industry 
would need to pay about 99c/tonne by 2013 (growers could have to 
pay up to 65c/t). SRA will also deliver higher performing, more efficient 
and sustainable RD&E arrangements for the industryôs future. With the 
reforms, money is left óin the fieldô for local areas and growers to decide 
on usage (rather than all growers being charged a much higher fee).  

 Little consultation with grass-roots growers  Growers have been involved in many consultation sessions to date. 
Field Meetings series 2 will reach extensively into regions. [Fig 4] 

 No clear company structure being proposed  Key elements are put forward in part 3 of this initial submission,           
which will also be distributed to all stakeholder groups.  

 No policy on whether industry bodies would 
seek corporate membership.  

Discussed in Part 5. It is envisaged only levypayers would be 
members of Sugar Research Australia, not industry bodies.  

 Research priorities are incomplete. Sugar Industry Research Priorities have been developed. [1.2]  

 Sugar Research Australia is intended to 
both fund and carry out R&D. 

Carrying out some R&D can be an IOC function, in line with industry 
needs. The SRA Research Funding Panel is key. [3.3.a, 5.3.c]  

 Industry entities BSES and SRDC will be 
lost - merged into Sugar Research Australia.  

Sugar Research Australia would be a new organisation, with a modern 
culture and a focussed, collective-good RD&E purpose backed by a 
statutory levy. Key activities, assets and liabilities of BSES, SRDC and 
aspects of SRL would move to SRA for stronger performance outcomes.  
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 Point raised  Comment 

 Costs of achieving an IOC to meet 
Government and Departmental requirements. 

 

ASA has an Sugar Research Australia formation program mapped out 
to 2013-14 including due diligence over April to July 2012. Benefits of 
reforms and of forming an IOC are discussed in 2.3, 1.2. Performance 
benefits will well outweigh costs to establish SRA. Efficiencies alone 
should recover formation costs in under 2 years, with savings ongoing.     

 
Different models need to be reviewed and 
considered including from overseas. 

Frontline models for RD&E strategic development and industry and 
organisational management are in Australia. [2.3]   

 
No Plan B.   

ASA's plan is a leap of faith.  

Sugar industry extension changes to embed professional extension 
with all research, are based on changes in many industries over the 
last decades, and tested models. The milling sector is providing a one-
off $2m for the Sugar Advisory Services Development Program to upskill 
a network of potential advisers because this is vital to the future industry.  

Nine IOCs operate in Australian rural industries. It is a well tested 
structure and many industries have moved from traditional RDCs to 
achieve industry ownership and stronger performance for the benefit 
of the industry, plus an entity that will work with industry for the future.  

Should the Industry Owned Company not be achieved, ASA including 
CANEGROWERS and the Australian Sugar Milling Council, will further 
review usefulness of current entities, including SRDC, to the industry 
relative to substantial funding required of growers and millers.  
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2.3   Importance and benefits of an Industry Owned Company  

Overall , the case for a  Sugar IOC,  Sugar Research Australia, as a legislated Industry 

Services Body to deliver collective services is similar to many other rural industries  ð for 

which industry and public benefits have been demonstrated through many reviews .   

Benefits of a focussed  Indust ry Owned Company backed by a statutory levy arise from 

attending to issues experience d  across rural industries These include: addressing failure 

of the marketplace to provide needed collective services efficiently  and  continuously  in 

part due t o risk and d iffusion of returns ; offsetting consequent under -optimised investment  

in research ; addressing lack of strength and incentive to act as multiple small producers , 

and bringing in likely free -riders on research outcomes  [DAFF 2010].15 Rural R&D supported 

by co llective industry action also has collateral public benefits.    

Establishing Sugar Research Australia in partnership with the Australian Government, as a 

new IOC with features responding  to governm ent and industry needs, will also modernise 

and substantial ly advance the Australian Sugar Industry as a whole. Just as other rural 

industries have worked to establish an IOC to address structural , performance, cost and 

return objectives, ASA studies have identified a set of reasons for an IOC and levy [3.2] .  

¶ Sugar is a moderate size industry but supports three industry based research entities , 

BSES, SRDC and SRL, with substantial payments . R&D is recognised as vital, but the 

industry has issue with direction , operation and costs of current RD&E structures [1.2] .  

¶ There has been enough time for the Boards themselves to lift overall outcomes as urged 

by the industry. That issues continue attests to structural problems and the differing  

purposes and intentions of the entities. Forms of reorganisation and merger have been 

investigated for nine years. Concerns with performance , costs and  confusion of roles 

and interfaces with industry have magnified  in recent years .   

¶ There is no 'centre' for top -level research strategy development, for whole industry 

R&D strategy plann ing, or for working with Industry to grapple with current and 

forward issues needing R&D investment decisions . This is a major issue for Australian 

sugar in its advance as a modern, deregulated, competitive, global industry .16 

¶ Across the three entities, the re is, however, a 'money -go -round' for income from 

industry and plus, as identified  in reviews, layers of process adding to costs, diluting 

thinking, fragmenting effort, reducing transparency, and inviting gamesmanship.  

¶ Performance and i nefficiency costs include blurred government and policy lines, 

duplicate surveys and consultation, layers of branding, circular project management 

and IP, separate extension and communication to reach one set of users, collection of 

different levies and fees , plus the costs  of three boards and administrations .17 

¶ There is a notable level of industry support and expectation for one sugar industry led 

research entity  where focus, higher stable funding, efficiencies and synergies work to 

lift productivity, R&D performance  and useful outcomes.  

                                                
15 DAFF to PC inquiry into the Australian Government Rural Research and Development Corporations Model, Aug 2010. 

16 Important examples include no mechanism to evolve variety breeding structures over time, frustration all-round with the National 
Industry RD&E Strategy process, and no focal point for industry involvement in the DAFF Carbon Farming Initiative RD&E.  

17 Reports from 2003 to 2011 estimate operational savings of over $2mpa (escalated) by bringing SRDC, SRL and BSES together.   
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Alongside these key driv ers to achieve a single organisation, the sugar industry has 

become increasingly aware of the importance of the Industry Owned Company model .  

Flexibility is a recognised strength of the IOC model, with industries movi ng into an IOC 

structure to be able to address wider needs within the IOC governance framework. This 

evolution from RDCs running project programs , and from statutory marketers, has been 

supported by the Australian Government . The IOC structure, and respons ive flexibility 

was noted in a DAFF submission to the Productivity Commission in 2010:  

The RDC model has evolved so that today no two RDCs operate in exactly the same way. The 
majority of RDCs are now industry-owned companies that provide R&D, marketing and other services 
to their respective industries. The changes and variations between the RDCs reflect the different 
industries they serve and the changes to government policy over twenty years. DAFF Aug 2010  

Many rural industries have now utilised and sha ped the IOC model, with assistance from 

DAFF, to meet a range of needs, and the IOC model similarly offers the sugar industry a 

mechanism to modernise its industry and research culture and come to grips with RD&E 

performance and cost issues  in ways particu lar to this industry.    

It is also important that the  IOC facility offers the Australian Sugar Industry a pathway to 

achieve full recognition  of current and future industry payments for undertaking RD&E.  

Over  70% of current industry contributions of $15 -20m a year for RD&E are paid to BSES as 

a service fee  [Fig 3, 1.3] , some 25% as a statutory  levy to SRDC and 5% from millers to SRL .  

From year to year, the 14c/t collected  as a statutory levy  for SRDC generally  falls short of  

the 0.5% of Gross Value of Pr oduction calculation as a basis for Commonwealth  Matching  

Funds contr ibut ed to match expenditure on eligible  R&D.  

This industry, with all others, appreciates the Australian Government's definitive response 

to the 2011 Productivity Commission 2011 to clear  uncertainty around matching funding 

contributions  and to reinforce  commitment to partnering in rural R&D.  

The Australian Government will not adopt the commissionôs recommendation to halve the cap on 
government matching contributions to the RDCs in conjunction with the introduction of a new subsidy 
above the cap. While it is clear that some aspects of the RDC model could be improved, strong 
support for the model overall was evident throughout the commissionôs inquiry. The governmentôs 
matching contributions are a key pillar of the model, and there is a risk that reducing the government 
contributions would undermine the modelôs strength and would potentially jeopardise the government-
industry partnership that underpins the model. Australian government 15.6.2011  

The statutory levy identified for the first three years of Sugar Research Australia, as a 

single Industry research organisation, would be 70 cents per tonne (35c/t paid by growers , 

35c/t by millers). This is well above likely 'maximum for full matchin g' (around 19 -22c/t) . 

With sizeable eligible RD&E activity, the Sugar Industry should attract full fund ing  each  

year .  Such additional ma tching fund s, in line with other rural industries and the June 

2011 Australian Government commitment, could average abo ut $2 million a year.   

Sugar Research Australia would include a SRA Research Funding Panel and a robust , 

competitive process for assessing all R&D proposals against industry and national priorities  

and performance criteria . Research po ol funding and proce sses are discussed in 3.3.a.  
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This initial ASA submission seeks in principle support, subject to industry agreement at 

ballot, for the formation of Sugar Research Australia as an IOC, to receive a new  Statutory 

Sugar Levy to fund research, development, ext ension and industry service activities.  

For a new levy, the initiator needs to show that industry benefits exceed the costs of 

raising and funding the levy . Similar tests would also ap ply to forming the IOC . Benefits 

can be assessed in practical terms such as cost savings, or as outcomes of an industry 

actively  addressing collective needs not delivered by market place  operation , through 

to more conceptual , but real , benefits of modernising  industry structures and culture.   

Benefits in establishing Sugar Re search Australia with a statutory levy include :  

Stronger r esearch performance. The new Sugar Research Australia as a focussed 

industry service body, with a single priority setting process, and a changed culture, 

should work to address industry performance  expectations and issues with  efficiency 

under current structures [1.2, 1.3] . A key industry priority is for R&D to contribute to the 

return to a 36mt harvest in 3 -5 years [1.3] . Research -based actions including enhanced 

plant breeding and variety improvem ent through a stronger, stable SRA with a robust 

SRA Research Funding Panel have potential to provide, say, 30% of the impetus toward 

this goal. The 2011  accepted cane harvest was 28 mt giving some $2.3billion of product 

output [1.1] . If a 34mt harvest is achieved in 2015 (value $2.8b at flat sugar prices) , 30% or 

$150m of this value increase could be attributed to strengthened, focussed RD&E, plus 

returns in years before and ongoing. The statutory levy on 34mt in 2015 would be $23.8m.   

Industry support for  higher, sustainable R&D funding . The sugar industry is committed  to 

investment in RD&E and this support itself is evidence  the industry sees future benefits. 

However, cost and return is a major issue [1.2] . Calculations indicate d an unacceptable  

99c/t wou ld be required in 2013 to run three entities , their activities, and to address the 

BSES loss, compared to the 55c/t paid by industry for the three entities in 2009 -10. With 

implementation  of the reform package, and on formation of Sugar Research Australia,  

growers and millers w ill pay 70c/t (35c/t  each) for the first three years. This stable statutory  

levy ($21m on a 30mt harvest) will be 2 7% higher than fees/levies paid  in 2009. The IOC 

will have high -performance capacity  and would be financially sustainab le [Part 4].  

Cost savings  and efficiency . Administrative and RD&E efficiencies  in forming Sugar 

Research Australia as a single industry owned research organisation should be at least 

$1.5m a year (5c/t on a 30mt harvest). There will be little or no additi onal cost in 

collecting the new Sugar Levy as current SRDC levy process es would  be utilised  [5.1.d] .  

Industry performance benefits . The sugar industry sees RD&E Reform and establishing 

Sugar Research Australia as a key stage in its progressive evolution f rom regulated 

structures to a modern, competitive, professional , profitable  industry. This should attra ct  

new, inve ntive industry participants and assist with suc c ession. A further 10-20% of 

industry production growth could reasonably be attrib uted to mode rnisation  ð in 2015 

say $300m of the $500m lift crop value from higher production even at flat prices.  

Regional and community benefits . The sugar industry generates jobs along the supply 

chain and adds diversity and vibrancy to regional communities. R&D a lso supports 

industry participants as stewards of their operating environment  [1.1] .  
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The endorsed Sugar RD&E Reform package with formation of Sugar Research Australia 

meets the challenge of multiple industry and stakeholder requirements.  Other  structural 

approaches  have been considered over the years, in the main involving a merger of 

SRDC or SRL or both into BSES. Some further variations in approach have been mentioned  

recently. Consideratio ns relating to these are also outlined in Figure 6.  

 
Figure 6.  Approach  Considerations  

 
Merging SRDC, and elements 
of SRL, into BSES Limited to 
create a 'new BSES' receiving 
statutory and service fee funds.  
PJP report, March 2011  

Industry concern is to achieve a restructuring that will modernise sugar research 
and introduce a focussed industry-service and collective good purpose to RD&E 
with substantial change from current differing objectives, structures and cultures.  

Sugar needs a single entity to build integrated RD&E performance, to maintain 
research strengths but with high-level capacity to make evolutionary strategic 
decisions with industry, including moving ahead from traditional activities, plus the 
transparency and governance systems of an IOC with defined industry interfaces.  

A 'New BSES' could not receive a statutory levy or matching funds, and the Board 
would have to obtain money using commercial actions diluting the industry-priority 
and service purpose, as has been occurring. This structure would not secure the 
benefits identified by DAFF as the basis for an IOC and levy. It would not achieve 
industry performance or funding stability aims. Administrative savings would be far 
smaller than matching fund losses. ASA decided against this approach in 2011. 

 
Amalgamation of SRDC with 
other RDCs aiming to reduce 
administration costs. 

The RDC and IOC models are built on industry engagement and willingness to fund 
R&D based on collective commercial and sociological interests (a core of Kerin-
Miller reform reasoning in the 1980s). This is demonstrated by embrace of the 
models by industries in a logical way. Where there are synergies, multiple sector 
entitles have formed (grains, horticulture, meat/livestock). There is no particular fit 
of sugar with another industry or an existing RDC/IOC, and overall performance 
issues in sugar research would still be a major issue, as would within industry cost 
and balance issues. An SRDC submission to the Productivity Commission stressed 
a single commodity model after looking for internationally.  

 Keep existing structures, SRDC 
and BSES, with SRDC collecting 
the compulsory levy for all 
funds to operate SRDC and 
BSES. SRDC would have an 
agreement with BSES to fund it.  

This approach aims to keep current organisations as they are using SRDC, a 
statutory body, as a mechanism to raise higher compulsory funds and direct a large 
proportion to BSES. This does not meet ASA objectives to substantially lift RD&E 
performance through a strong focussed, modernising, industry owned entity that 
can program RD&E to address major industry challenges [1.2, 1.3, 2.3].  

Cost efficiency objectives are also not met and additional matching funds would be 
eroded by costs to maintain two bodies with different aims and systems. The 
agreement to propose a statutory levy of 70 cents/tonne associated with forming 
Sugar Research Australia takes into account multiple efficiencies in forming and 
steering a single new organisation, as set out in the detailed RD&E Reform Report.  

Under Sugar Research Australia, additional matching funds are allocated to the 
larger SRA Research Funding pool opening all internal and external research to 
competitive vigour. An SRDC agreement to fund BSES would lessen competition.  

The major industry groups representing most participants would not support this.  

 One statutory agency, a single 
organisation as a Federal 
Government body.  

This may work for some industries saving cost and performance issues among two 
or more current statutory organisations, however even then, achieving an IOC with 
Industry leadership could offer wider and deeper advantages including focus on 
industry service, modernisation, cultural change, and stronger aligned performance. 
SRDC is a Federal Government agency, but BSES is not, it is a company of the 
sugar industry and the assets should continue in industry ownership. This approach 
would not meet Sugar Industry objectives and would not be supported by ASA.  
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Part 3.   SRA operations and proposal for a statutory levy  

3.1   Sugar Research Australia ï principles and scope 

3.2   SRA ï initial structures and key activities  

3.3   SRA and Levy Principles ï collective benefit to the industry  

3.4   SRA elements and activities ï Levy and IOC criteria  

Part 3 develops the associated proposal and request for the Australia n Government to 

institute  a statutory levy  on participants  of the Australian Sugar Industry including those 

utilising sugarcane for a diversity of current and potential uses. These producers and first-

stage processors all potentially benefit proportionally  to their size from industry  

investment in collective R&D and research -based  industry services.  

Envisaged initial structures and operations of Sugar Research Australia are considered 

with regard to criteria in the Australian Government  Levy Principles and Guidelines  at  

2011, and wit h reference to patterns of activity in other IOCs.  

3.1   Sugar Research Australia ð principles and scope  

The functions of Sugar Research Australia are to be research and development and 

research -based activities for collective industry levypayer benefit . SRA will not be a 

marketing, trading or commercial organisation.   

Sugar Research Australia w ould  not be a strategic or policy organisation except to the 

extent of developing overarching research strategy to address near and long term 

needs, and undertaki ng at times, some forms of research that could contribute to 

considered policymaking and regulatory development.   

An industry aim in establishing SRA is to achieve a 'centre' for crucial top -level research 

strategy development, for whole industry R&D stra tegy planning, and for working with 

industry on R&D priorities including around forward policy expectations.   

ASA looks forward to arrangements with Sugar Research Australia that see professional 

RD&E people 'in the heart of the dialogue about the industr y's future' including through 

'rigorous review of research and extension programs and priorities to ensure that they 

really included research and extension that, if successful, would allow the industry to 

take significant steps forward'. 18    

Towards this, ASA has progressed the Sugar RD&E Reform program through measured 

stages, with considerable and widening consultation and communication  [1.2], and a 

first-time articulation of Industry Priorities for research focus and research performance 

particularly for  the 2011 -2014 reform period [1.3] .  

                                                
18 Dr EJ Woods, 2004, The research/extension/industry continuum: why does change occur? Australian Society of Sugarcane 
Technologists conference. Dr Woods has been a member of the Rural Research and Development Council. 
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A set of clear interface and operational principles w ill also be developed as part of 

preparation for formation of SRA.  Newly stated principles are needed because the 

industry is aiming to achieve a single research org anisation, an IOC, bringing together 

activities of three different types of current entities, and also because ASA does not 

envisage sugar industry associations directly holding positions or powers  within Sugar 

Research Australia (noting current IOCs vary on such direct involvement).  

Sugar Research Australia would be an industry research body, and once operative, 

industry interface principles will need to be reviewed from time to time.  ASA is vitally 

concerned that sugar industry research , development and associated R&D extension be 

effective, efficient , sustainable, and deliver advances for the industry and communities.   

ASA is also concerned to avoid situations where the purpose, role and focus of Sugar 

Research Australia becomes unclear, unwieldy or poli ticised. Meat and Livestock 

Australia, for instance, recently clarified its purpose and mission. MLA reinforced its role 

as a service company responsive to the industry, and equally that it is not an industry  

lobbyist, a spokes -group, nor a regulator or en forcer of regulation. 19  

Over April to June 2012, an initial set of interface and operational statements will be 

developed. These will work with governance and other points in the Constitution and   

the Statutory Funding Agreement.  This set of likely six statements should clarify :  

¶ Protocols on interfaces with industry  on research planning and priorities, including 

consultation with the industry peak body (currently Australian Sugar industry Alliance  

Limited) and guides for interactions with industry, govern ments, policymakers and 

others, such as on biosecurity. A Memorandum of Understanding including provisions   

for consultation, planning, and resolution of differences , will be considered,  

¶ Principles on SRA income sources and activity . SRA will not be a com mercial body  and 

would not undertake actions for the purpose of profit or just widening company 

business. Non-levy project income could be generated through  joint R&D activities 

consistent with research priorities, with such projects  being evaluated agains t robust 

tests through the SRA Research Funding Panel.   

¶ Principles on commercial,  semi -commercial or potentially commercial  activities .          

It is not appropriate for SRA to undertake activities that are or could realistically be 

developed and deliver ed by commercial providers. ASA recognises market failure  as 

a key test for IOC operations, and notes efforts by IOCs to define their roles. 20 ASA also 

wants to encourage vibrant marketplaces that deliver services and innovation  to 

strengthen the sugar indu stry. This has been taken into account in restructuring BSES 

field extension and in reviewing SRL functions [2.1] . Some current  BSES activities have 

commercial features. These will be reviewed over mid 2012.  

¶ Principles to establish and for operation of the  SRA Research Funding Panel involving 

independent experts, to conduct an arms -length competitive grants program with 

selection of projects on merit against Industry and national priorities and through a 

rigorous SRA selection and evaluation system.  

                                                
19 Scott Hansen, MLA Managing Director, Address to MLA Annual General Meeting, 17 Nov 2011. 

20 For instance, MLA MD address November 2011: ' MLA should only be investing in situations where the market forces arenôt 
[working] or canôt work, such as in projects where the benefits from that investment cannot be solely captured by the investor.  
MLA needs to ensure it is not crowding out or reducing the incentive for commercial investment and delivery of services.' 
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¶ Princip les on Intellectual Property management and use . In endorsing the Sugar RD&E 

reform package, ASA acknowledged the potential of opening access to IP created 

through industry and government funding to encourage its application  and further 

development. Adopti on of and building on R&D outcomes is increasingly seen in  

industries as outweighing limited earnings  from IP.21 The Plant Breeding Rights area will 

need to be considered. PBR are  an industry asset and a tool but equally, the industry 

wants to facilitate ad option of new varieties targeted to addressing disease and/or 

increasing productivity.   

¶ Principles on quasi -regulatory or approval activities.   BSES currently undertakes some 

activities that could be described as regulatory in form, flowing from prior str uctures. 

Such activities will be identified and reviewed during the due diligence period and in 

discussion with agencies. SRA should be focussed on R&D and research -based 

services, with approval or enforcement roles being carried out by government  

agencies  including possibly, local authorities.  

Delineating a scope for the industry is important for forming Sugar Research Australia, for 

collecting an  associated statutory levy, and so for SRA membership  [Part 5] . The definition 

recorded in current regulations  (Primary Industries (Excise) Levies Act 1999 Schedule 24 )      

is considered now too narrow for the modern sugar industry. 22  

As a general principle, ASA considers that sugarcane production and processing 

operations that should benefit from collective indu stry investment in RD&E, should also 

be contributing through the statutory levy collection process. ASA proposes the following 

definitions for the purpose of levy collection and identifying levy payers.  

¶ Sugarcane  means stalks (whole or not) and/or leaves of any species of sugarcane 

plant. (It is not proposed to include potential sugar beet growing).  

¶ Sugarcane production means any form of growing of sugarcane to its harvesting for 

delivery to a processing plant or another person.  

¶ Grower  means the owner of  the sugarcane (or the last in a succession of owners) prior 

to its delivery to a processing plant for processing.  

¶ Processing plant or mill means premises at which sugarcane is processed into any 

subsequent product or form, but excludes premises accepting less than 1,000 tonnes 

of sugarcane in a calendar year.  

¶ Processing means  processing or milling of sugarcane for purposes of producing raw 

sugar, ethanol, food products, stock feed, paper, biochemical, energy or any other 

product. (It is not proposed to in clude later transforming stages, such as refining).  

¶ Accepted sugarcane means sugarcane accepted for processing.  

¶ Miller  means a person who processes sugarcane through a processing plant 

accepting 1,000 tonnes or more tonnes of sugarcane in a calendar year .   

                                                
21 For instance, from the Winemakers Federation of Australia and Wine Grape Growers Australia submission to the Productivity 
Commission, 2010: 'The WFA policy on intellectual property is that commercialization of IP is not the key driver for wine industry 
research. From the industry perspective, the critical issue surrounding R&D is to make sure that any IP policy does not prevent the 
timely dissemination of research results. Speed of extension of research results provides the greatest benefit to industry.'  
22 PIEL Act Schedule 24 enables levies to be imposed on 'sugarcane produced in Australia and accepted at a sugar mill for 
processing', where processing means 'for the purpose of producing raw sugar'. 
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The sugar Industry is seeking support of the Australian Government for a statutory levy to 

be received by Sugar Research Australia for use on research and development activities .  

ASA has agreed this statutory levy, collected on the basis of tonnes of sugarcane  

accepted  for processing, would be paid equally by the sugarcane Grower and the Miller 

(processor).  All sugarcane Growers and Millers paying the levy at a given time would be 

the potential members of Sugar Research Australia [Part 5] . The other ma jor investor in 

Sugar Research Australia would be the Australian Government .  

Envisaged arrangements aiming to deliver strong outcomes to, and take into account 

and protect the interests of, the SRA members, the Australian Government and other key 

stakehol ders are outlined in Parts 5.1 and 5.2.  

3.2   SRA ð initial structure and key activities  

Noting the sugar industry objective of forming a single industry research organisation to 

bring together important activities from current entities , the Sugar RD&E Reform review 

phase 2 considered activities of BSES, SRL and SRDC with IOC criteria in mind  [2.1].   

This confirmed need for a set of activities within Sugar Research Australia  as collective 

services. Envisaged SRA functions  and activities on formation can b e categorised as  in 

Figure 7. For more understanding of 2010-11 activities, staffing and costs within BSES and 

SRDC see data and analysis in the Sugar RD&E Reform Package r eport. 23   

Figure 7.  Sugar Research Australia ð anticipated key activities and elements  

Function  Activities  SRA structures and units  

The Sugar Industry 

research program 

R&D strategy, planning, competitive 

research funding, program management 

SRA Board  

SRA Research Funding Panel  

Program Planning and Management Unit *            

- overview of all industry research including 

milling, possible advisory committees   

SRA research Research and Development by SRA funded 

through the SRA Research Funding Panel 

competitive pool and evaluation process 

Plant breeding researchers, Farm systems 

researchers, others undertaking funded 

research projects eg. biosecurity, adoption # 

Variety 

Development  

Research-based development of sugarcane 

varieties for distribution and commercial use 

Variety Development                                          

and Biosecurity Unit ## 

Professional 

Extension  

R&D dissemination, extension for adoption, 

industry wide, interactions, need feedback  

Professional Extension and 

Communications Unit (PEC) ## 

Biosecurity 

services 

Research-based biosecurity testing, 

monitoring and interactions services  

Variety Development                                            

and Biosecurity Unit ## 

Governance  SRA planning, management, reporting SRA Board and Executive  

* Unit to include competitive research program and project manag ement functions  similar to aspects of SRDC  [3.4.a] . 

#  Including as initial activities, research er groups moving across from a restructured BSES  [3.4.b]. U nder SRA these 

groups would be compet ing  for future funding through the SRA Research Funding Panel pro cess.  

##  These units would be initial SRA research and development operational activities  [3.4.c,d  and Review Report ] .  

 

                                                
23 Welsman SJ, Australian Sugar Industry RD&E Reform ï Report, Reform proposals, Implementation points, Sept 2011. 
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Sugar Research Australia will be a new research organisation different in purpose, 

structure and approach to BSES.  The important BSES changes will focus BSES strengths 

and enable a strong transition to the I OC . BSES has commenced restructuring  and 

streamlining including  forming the Professional Extension and Communications  Unit,                   

as "an important new way of extension de livery and knowledge sharing ".24  

Further restructuring and bringing together of BSES, SRDC and SRL activities would 

occur leading into SRA formation , including establishing the SRA Research Funding  

Panel and a Program Planning and Management Unit. ASA sees the proposed interim 

Sugar Research Australia Committee be ing  proactive in research planning transition.  

3.3   SRA and Levy Principles  ð collective benefit to the industry  

The new IOC, Sugar Research Australia is to be a research and development indust ry 

services entity, backed by the proposed statutory Sugar Levy for expenditure on 

research and development and on R&D associated activities [3.2, 3.4, 5.1.b, 5.2.c, 5.2.d] .   

The importance and anticipated benefits of a new IOC and a modern, focussed and 

high -performing sugar R&D culture are discussed in 2.3. This section extends those points 

with reference to key criteria in the Levy Principles.   

A summary of alignment with the Levy Principles at this stage is provided at 4.2.a. The 

main criteria to be sa tisfied are: market failure, net industry benefit (industry benefits 

must exceed the costs of raising and funding the levy) and that the application and 

collection of the levy is practical.   

For Australian rural industries, failure of marketplaces to provi de the levels of R&D that  

have boosted  competitiveness  in world arenas, is well demonstrated . This is a foundation  

of the RDC-IOC model  - and a reality for Sugar as much as a ny industry.  

The overall case for collectively funding industry -backed organisati ons (RDCs, IOCs) to 

carry out and coordinate conduct of research and development to benefit industr ies 

and the public was clearly stated in a DAFF submission to the Productivity Commission 

inquiry in 2010. 25  Key DAFF points , in extract , include:  

The Australian rural sector comprises a diverse range of industries, owned and operated by a myriad 
of small family businesses. The market failure in the provision of socially optimal levels of RD&E is 
likely to be more severe than in many other sectors of the economy, as the incentive for individual 
businesses to invest in R&D on their own is less.  

It is difficult to apply property rights to the technology and knowledge from R&D in the rural sector.            
An associated issue is that the public good nature of research outputs means it will not be possible to 
charge others who use the output and so ófree-ridingô occurs.  

Since private returns will be less than social returns the result will be underinvestment in research.  

Much research is non-excludable, since with knowledge easily transferred and reproduced it is difficult 
to exclude anyone from acquiring it. 

                                                
24 Media release, 4 Jan 2012. BSES moves on Sugar RD&E Reforms. "This will see formation of an 'Industry Owned Company' ï 
streamlining the sugarcane industry's R&D functions under one umbrella ï strategically rolling-in the programs of BSES Limited, Sugar 
Research and Development Corporation (SRDC) and Sugar Research Limited." Mr Paul Wright BSES Chairman. Appendix 2.  

25 DAFF to PC inquiry into the Australian Government Rural Research and Development Corporations Model, August 2010. 
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Other forms of public support and interventions for business R&D, such as the R&D tax concession 
and intellectual property rights, are not well suited to the rural sector, with its myriad of small producers.  
The levy and matching funding arrangements, through the RDC model, allows the government to 
encourage rural R&D to a similar extent it is encouraged elsewhere in the economy.  

Some rural R&D projects also generate unmeasurable spillover effects on the rest of the economy. 
For example, R&D aimed at water use efficiency has private, but also substantial social benefits. 

Research is inherently risky, can be very costly and may take many years for results to be delivered,           
with an even longer lag time for the outcomes to be felt by the industry and the wider community. 
Investment is on the basis that results are cumulative and will lead to further research and eventually 
adoption by industry. This long time lag can be unattractive to commercial investment, and therefore  
it is appropriate for government and industry to work together to address this market failure. DAFF 2010 

These DAFF assessments of market failure and associated collective action  are based on 

three decades of experience  with RDCs-IOCs and many reviews  and  apply to Australian 

rural industries and sectors generally, including the sugar industry. 26  

The sugar  industry has features that reinforce  issues of market failure and the need for 

collective action , in m odern forms, as the industry further evolves. For instance , the sugar 

Industry, like most facing w orld competition , need s research advances such  as new 

varieties or disease management systems to flow openly and quickly into wide adop tion . 

For sugar, with distances, logistics and size of crop in a region affecting mill viability, this is 

vital for both production and processing businesses.  

Extent of market failure  might be questioned where there are large -scale operators that 

might be  able to develop and fund R&D and other services.  Again, other IOCs provide 

examples of industries in which general market failure for R&D and services has been 

demonstrated even whe n, as in sugar, a number of large companies  operate .27   

Sugar is also an i ndustry where sugarcane growing and processing are vitally linked in 

location and time . Traits of the cane plant require fast, local milling, and the miller has 

limited options for supply. Much R&D around cane growing, including plant breeding, 

variet ies, and biosecurity  activity will benefit both growers and millers ð a  reality reflected 

in miller concerns about performance  of current entities and the future of the industry  [2.3].  

Mill companies  have in -house R&D program s, but even the largest  mill compan y would be 

unlikely to venture into collective good research for all the reasons set out by DAFF .  

                                                
26 The case for market failure in collective/generic marketing is also well-made by rural industries even though arguably 'marketing' 
is an activity any business can undertake. For instance, Australian Pork Limited, Submission to the Minister for Agriculture, 
Fisheries and Forestry to Increase the Marketing Component of the Pig Slaughter Levy Dec 2011. "An individual pig producer 
would not efficiently profit from investment in generic pork promotional activities é. An individual producer making investments in 
these areas would find their returns dissipated by free riders. They would also find their ability to invest in an efficient manner 
compromised by the lack of scale of their smaller funding capacity. This removes any motivation for individual producers to make 
such investments, generating the market failure that APL was designed to overcome." 

27 The pork industry has very large scale producers and more smaller operators. The red meat industry has major corporate 
production-feedlot-processing groups. In both, market failure has been evidenced as basis for collective R&D and marketing.  
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a.  Efficiency  and benefit of a statutory  levy  

Disparity of contribution to collective action is also a  form of market failure relating to 

industry structur es, and this is an issue the Australian Government supported RDC, IOC 

and statutory levy facilities  are intended to address .28   

By agreement  in 2011, growers and millers are looking to utilise the IOC to bring about an 

effective restructure  of sugar RD&E, and to a statutory levy to secure higher and stable 

funding for sugar research and development and associated services. Industry issues 

with current RD&E arrangements include performance, cost, and balance  in payment of 

contributions  [1.2] . There is curren tly, a mix of industry charging and payment systems:  

¶ The SRDC has been operating for 20 years as a government -industry RDC. At present, 

14c/t (growers 7 c/t , millers 7c/t ) is collected through statutory levy processes, for SRDC 

usage.  This levy is collecte d and tran smitted by the mills [3.2.d] .  

¶ BSES Limited uses a service fee to obtain industry funding for its range of activities . This 

evolved from a State levy , the n continued  with BSES reformation , as BSES explains:  

Historically, industry funding was provided to BSES (the then Bureau of Sugar Experiment Stations) 
via a levy imposed on growers and millers by the Queensland Government. é[In] the late 1990s, 
industry funding moved to a voluntary service fee, where growers and millers were expected to pay 
the same cents per tonne contribution. Collection of the fee é occurs differentlyé  

Growers pay their service fee via a deduction from their cane payment from the mill. This is by 
agreement. Since 1996 each new variety released by BSES has been granted PBR. This means that 
if the grower does not enter into a service fee agreement BSES can collect a PBR end-point royalty. 
The PBR has been set at a higher level é mak[ing] the payment of the service fee more attractive for 
most growers. For the 2009 season there was approximately 98% collection of the service fee. 
Millers. There is no such incentive for Mills to pay and collection is generally via a negotiated Service 
Level Agreement. BSES August 2010 

With rises in BSES expected service fees, variability in paymen t has also increased . In a 

voluntary system , this would amplify at higher fee levels . Reasons put  by mill groups in 

negotiating Service Level Agreements with BSES include  concerns with performance and 

returns at industry and local levels. Grower groups are  also concern ed  about equity.  

Figure 3 [1.2] shows total industry funding  for SRDC and BSES and patterns of payment 

over 2004 to 2011.  For 2012, while RD&E reform is being progressed (with the aim of  

growers  and millers equally funding Sugar Research Aust ralia through a statut ory levy ), 

ASMC and CANEGROWERS have agreed that growers and mills will pay equally for RD&E.  

The 2012 payment is calculated as 60 cents per tonne (30c/t each) toward BSES and SRL 

together . With the 14 cents/tonne (7c/t each) for the  SRDC, growers and millers will pay 

37c /t  each. 29  Of this, BSES, with streamlining underway, will receive a total 55c/t.  

                                                
28 DAFF August 2001: "In 1989 when the RDC model was established, the rationale for the governmentôs involvement was 
recognition of the spillover benefits to the community, the substantial risks in some investment, and the potential for 'free riding'. 
The policy principles behind the design of the RDC model [include] that: Å the aggregate level of spending for R&D should continue 
to expand as long as the expected social benefits for further funding were greater than or equal to the additional social costs Å the 
beneficiaries from research should pay in approximately the same proportion to the benefits received Å the appropriate form of 
government involvement is that which would lead to the optimal level of efficient R&D effort and adoption é Å as research is risky, 
diversification in the types of research institutions is prudent é . DAFF argues that the same rationale and principles exist for 
government involvement in rural R&D investment today." 
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In 2009, BSES planned to increase income by charging growers a higher and rising PBR 

(Plant Breeders' Rights) fee . PBR legal backing was to be used to enforce payment.  

Grower and miller representative s disagreed  for a series of reasons. I ssues around 

theoretical use of PBR-based charg ing  to fund a sugar industry research entity  include:  

¶ PBR is intended to protect IP, to determine the va lue of a variety and to fund commercial  

plant breeding and variety development . The PBR facility is not for funding wider RD&E 

activities characteristic of advanced rural industries . These generally need to be supported  

through collective funding, a core r eason for the research statutory levy model.  

¶ need for a n active  marketplace that provides growers  with choice of suppliers, 

varieties and price levels  ð history and sugarcane breeding economics  mean this is 

unlikely in Australia  in the near or medium term .  

In Australia, some major grain  crop  seed varieties are sold in competitive marketplaces 

with PBR fee  provisions . A range of seed companies use different terms and prices and 

provid e options for growers  as customers .30 Sugarcane variety development and gr owing  

has particular features that need to be taken into account [3.4.b ].  

A statutory Sugar Levy is assessed to be the most efficient and practical industry funding 

mechanism for the Sugar Research Australia  IOC for a set of reasons  [2.3, 3.4, 5.1.d] . A Levy  

on accepted sugarcane, paid equally by grower and miller, collected and tr ansmitted 

by the mill , as for SRDC, will also minimise red tape for most industry businesses. 

ASA reco gnises the need for further modernising by encouraging m arketplace vigour 

an d efficient mechanism s to deliver services ð as being implemented for some activ ities 

as part of reform  [3.4]. In the future, if special variet y options are developed, such as GM, 

there may be PBR fees for those varieties , but not for general funding of SR A. 

More broadly, ASA is not fixed on initial activiti es cont inuing in SRA indefinitely , and 

expects there will be changes in SRA functions over 5 -10 years. Overall, the  challenge 

will be to secur e performance benefits f rom  collective action well ahead of c osts.   

                                                                                                                                                  
29 For SRL, funding is provided for projects and consulting by mills. Estimate of mill contribution via SRL to research and 
development in recent years is 4 to 5 cents per tonne. R&D performance, returns and costs are issues [1.2].  
30 See lists at www.grdc.com.au/director/events/grdcpublications/pbr_epr, and http://varietycentral.com.au/.  For barley, there 
appears to be over 30 active varieties, owned by 10 different organisations, at least four distributors, and a range of fees. 
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b.  Addressing Levy Principles and Process ð summary  

 

Figure 8. Levy Principles Submission response points at February 2012 

1. Proposed levy must relate to           
a function for which there is a 
market failure. 

3.3. SRA and statutory levy - collective benefit including by addressing 
market failure in provision of research and disparity of contribution (3.3.a) 

3.4. SRA key functions/activities ï market failure and associated reasons.  

2. Consultation and ongoing 
contact with  the Department  

2.2  Industry and Stakeholder consultation including Figure 4 

Letters to Minister and Department: March, October 2011, January 2012 

Industry meetings with Minister: October 2011 and as appropriate  

Meetings with DAFF: June, August, October 2011, February 2012 

Intended ongoing interactions ï refer Timeline and Key Actions. 

3. Support by industry bodies 
representing existing/potential levy 
payers, and stakeholders.  

All reasonable attempts to inform all 
relevant parties of the proposal with 
opportunity to comment.  

2.2  Industry and stakeholder consultation at February 2012. 

The  Australian Sugar Industry Alliance including CANEGROWERS and   
the Australian Sugar Milling Council representing 85-90% of industry 
participants are initiators of this proposal for Sugar Research Australia and 
the new statutory Sugar Levy.  

2.2  Figure 4. Consultation and communication. Also Appendix 2. 

4. Assessment of extent, nature, 
source of any opposition to the levy, 
and analysis of opposing argument. 

2.2. Figure 5. Initial tabulation of points raised in opposition.  

An expanded analysis to be included in the full submission when more 
information and data is available.  

5. The initiator must provide: an 
estimate of the amount of levy to  
be raised; a clear plan of how the 
levy will be utilised, and benefits to 
levypayers equitably, demonstrated 
acceptance by levy payers.   

For initial response points (to be expanded in the post-ballot submission): 

Part 4. SRA financial foundation and projections 

3.4  SRA structure and activities ï Levy and IOC criteria  

2.3  Importance and benefits of an Industry Owned Company 

5.1  SRA Constitution ï particular elements.  

6. An outline of how the levy is to 
be imposed and collected, and 
demonstration of agreement é  

For initial response points (to be expanded in post-ballot submission): 

5.1.d.  Levy basis, collection, Member voting rights 

3.3.a.  Efficiency and benefit of a statutory levy. 

7. The levy imposition must be 
equitable between levy payers.  

5.1.c   Members of the Company ï Sugar Research Australia 

5.1.d.  Levy basis, collection, ballot voting, company voting. 

8. Levy related to units of value of 
production of the industry é.  

3.1      Sugar Research Australia ï principles and scope 

5.1.d.  Levy basis, collection, ballot voting, company voting. 

9. The levy collection system must 
be efficient and practical é  

5.1.d.  Levy basis, collection, ballot voting, company voting 

3.3.a.  Efficiency and benefit of a statutory levy. 

10. Organisation/s to manage 
expenditure of levy monies é  

The proposed new Industry Owned Company, Sugar Research Australia 
would manage the expenditure of all the levy monies.  

11. The body managing expenditure 
of levy monies must be accountable 
to levy payers and the government. 

3.1  Sugar Research Australia ï principles and scope 

5.1  SRA Constitution ï particular elements 

5.2  SRA Statutory Funding Agreement ï particular elements. 

12. Initiator must provide details for 
future review of the levy ...  

5.2.f.  Sugar Levy and Levy Polls.  
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3.4   SRA functions and acti vities ð levy  and IOC guidelines  

The Industry Owned Company structure  supported  by statutory  levies is utilised  by 

Australian rural industries to provide a range of collective  benefit activities, including 

RD&E, marketing and associated industry services.   

The effective use of primary industry levies and charges can greatly assist producers. By pooling  
their physical, financial and research resources, industries can work together to find better farming 
methods and demand for their products. Many of Australiaôs traditional primary industries rely on the 
levy system and the support it provides for research and development, promotion and marketing, 
residue testing and plant and animal health programs. The system has enabled those industries to 
hold their own in highly competitive world marketsé The Governmentôs role, through the Department 
of Agriculture, Fisheries and Forestry, is to work with industries that want a levy system to ensure the 
efficient development and implementation of levy proposals and to put in place an effective collection 
system for them at minimum cost. Levy Principles and Guidelines 2011   

Levy Principle 1 requires demonstration  of market failure as part of the basis for instituting  

a statutory  levy to fund activities carried out by an I ndustry Owned Company.  Current 

IOC models also indicate the potential scope of IOC functions  and of Research and 

Development Activities  that would usually attract matching Government contributions  

[3.3.c] . Market failure and associate d  concepts  are explai ned in the Guidelines . 

Market failure refers to a situation when a market left to itself does not allocate resources efficiently.  
é Where markets fail to provide socially desirable levels of ógoodô, or do so but not cost effectively, 
there may be a case for other forms of government action.   

Governments assist with industry-wide levy funding of research, promotion and other industry programs 
because: the nature and dispersal of program benefits are such that a private investor would not profit 
from supplying them. é [and] levies represent a source of funds with low enforcement and collection 
costs, largely because industry participants recognise the benefits of cooperative behaviour.  

The justification for government intervention in industry research is that the results are a 'public good'. 
é  If ópublic goodô characteristics dominate the proposal being assessed, then an industry-funded 
effort would be worthwhile. Levy Principles and Guidelines 2011       

Research based activities are often  foremost example s of collective action achieving  

returns for industries as a whole or significant parts . BSES currently carries out collectively 

funded functions said to b e seen by government  agencies as of national worth , and it is 

intended these should continue  efficien tly and effectively  under SRA.  

Agricultural RD&E is often an area of ómarket failureô where a relatively small contribution from many 
can be pooled and allows the delivery of products and services that are beyond the capacity of an 
individual to pay. Examples are the breeding program, GM varieties, biosecurity, cropping systems 
development and group based extension. A further factor that needs to be considered is that of ófree 
ridersô (both growers and millers). BSES Limited August 2010 

Said another way, on 'market failure', those proposing a statutory levy need to show  why 

the benefits cannot be captured by individual firms acting alone , and why collective 

action is the best solution. It is noted that m any industries have met these criteria in cases 

to sup port statutory levies for marketing , even though ômarketingõ seem s to be an activity  

that c ould be undertaken by producers and/or processors operating commercially .  

In these context s, envisaged activities of Sugar Research Australia are considered below.  
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a.  R&D planning and program management ð SRA Research Funding Panel  

Strategic R&D planning  and operation of the sugar industry research funding program 

will be a primary function of Sugar Research Australia.  The industry recognises  the value 

of, and nee d for, a substantial  competitive grants program. An open call R&D grant 

system is a feature of most RDCs and IOCs, though not a formal requirement.  

Competitive grants programs attract skilled researchers , including  from  CSIRO and 

universities into thinkin g about an industry's problems . Competitive programs also 

leverag e investments by those organisations and supporting governments in research 

facilities . A larger, transparent R&D program with robust evaluation on merit, including for 

alignment with industr y and national priorities, should harness ideas, hone proposals, and 

build wider interest and capacity in sugar R&D  ð and these are all ASA objectives.   

Accordingly, the integrated Sugar RD&E reform package include s - 

¶ forming a Research Funding Panel withi n SRA. The Panel would include independent 

experts  and be staffed to conduct an arms -length competitive grants program, with 

selection of projects on merit against Industry and national priorities, and assessment 

criteria.  The Panel may operate advisory co mmittees, such as for milling research.    

¶ channelling all SRA funded research through the SRA Research Funding Panel 

competitive call and review processes ð the same procedures would apply for 

research proposals generated and to be carried out within SRA or with partners or by 

the potential range of R&D providers.  The industry through SRA would directly fund 

variety development, biosecurity services and professional extension and commun -

ications , with balance of activities evolving over time through SRA strategic  planning .  

¶ onus on the SRA Panel and the SRA Board to make a research pool process work as 

intended by industry, to ensure transparent R&D project review, selection on merit 

against plans, and reporting for stakeholders including government.   

Afte r formation of Sugar Research Australia, t he sugar industry competitive research pool 

would be substantially larger tha n current SRDC programs for two important reasons :  

¶ inclusion of industry and associated funding for research currently paid to BSES (for  

2010-11 estimated  on BSES and SRDC data to be over $ 7m for R&D projects excluding  

variety development and biosecurity  activities) , and  

¶ forming Sugar Research Australia as an IOC industry services body should mean the 

industry achieves recognition of the full payments it has been , and will be , making for 

RD&E. In most years, t he 14c/t levy collected for SRDC does not reach the matching 

funds limit of 0.5% of GVP (gross value of production of sugar cane cut for cr ushing). 

0.5% of GVP translates to about 20c/ t, varying by year. Industry payments of 70c/t 

towards RD&E are much higher and should attract full Commonwealth matching 

funds, an estimated research funding increase averaging about $2m a year.  

Additional efficiencies achieved  by bringing BSES and SRDC activities  and aspects of SRL 

into Sugar Research Australia should release further funds for the research pool. 31  

                                                
31 The Sugar RD&E Reform package estimates overhead/administrative cost reductions of about $1.5m a year from forming one 
research organisation. SRDC overhead (non-R&D) costs were near $2m in its 2010-11 Budget ($8.1m was allocated for research 
projects). Synergies should add to savings and enable a greater proportion of industry and government funds to enter the pool.  
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Figure 9.  Indicative building of a Sugar Research Australia R&D funding pool      

2010-11 SRDC, BSES budgets   R&D projects  $m  SRDC funded $m Larger research pool $m 

SRDC levy for R&D *  after o/h $2m 3.4     3.4  

SRDC Govt contribution * 4.7  + 4.7  = SRDC pool $8.1m 

BSES QCanes R&D estimate 7 1.6  + 5.4  

BSES QCrops R&D estimate 4.4 1.4            + 3    

Additional Govt contribution    + 2m  = SRA pool $18.5m 

An indicative picture  developed on 2 -10-11 data from the SRDC Operating  Plans and BSES data for BSES QCanes 

and QCrops research project fund s estimate s. SRDC funds to these areas are subtracted so not to double count          

the potential research pool.  

All SRA and external researchers w ill be challenged to ensure their projects compete         

in terms of merit and alignment . High standards would be expected from all research 

providers for proposal s, conduct of research and proj ect management.   

Over 20 years of SRDC operation , BSES has been the largest recipient of SRDC funds  for  

a range  of reasons , as a research group and in collaboration s with other providers.   

The future balance  of internal SRA research is expected to evolve , and arguably can 

only evolve for the clear benefit of sugar levypayers, through decisions of the new 

Industry Owned Company , ie. by the SRA Board guided in part by research planning, 

process and project performance evaluation by the SRA Research Funding Panel , and 

by the Industry though operation of interface protocols.   

Questions have been raised during interactions about the ôfunderõ and ôproviderõ of 

research being within the one organisation. Some research groups suggest this could 

mean bias in decisi ons on research project funding grants.  

The Sugar RD&E Reform package includes the SRA Research Funding Panel and process 

in recognition  of the benefits of a genuine competitive research funding program . ASA 

understands that the co -ordinating of research projects by a range of providers is the 

more common arrangement  for RDCs and IOCs . However, the IOC model is flexible to 

industry and government needs, and associated considerations include  that :  

¶ Carrying out research is an identified function of RDCs und er the PIERD Act, and of 

Industry Owned Companies as listed in a range of Statutory Funding Agreements.  32 

¶ Industry IOCs and RDCs, including SRDC, allocate quantities of funds directly to various 

RD&E and internal activities, alongside their competitive res earch cycles.  

¶ A number of IOCs also carry out R&D on research stations gifted to their industries  or 

using their staff, though likely not to the scale envisaged for initial  functions of SRA [4.3.b] .  

¶ Exploratory reviews  including discussions with governme nt indicated that a  single 

entity could fund  and carry out research , with arrangements  for competitive  review, 

transparency  and feedback [eg. Wallis, Botha, Kenny, Crane 2008].   

                                                
32 For instance, the AWI SFA 2010, 7.2 states: 'examples of activities which may be determined to be Research and Development 
Activities include: é the carrying out, and the coordination and funding of the carrying out, of Research and Development'.  The 
PIERD Act s12 Powers states similarly, as do other SFAs.  
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A different question arises , more around criteria for official recognition o f a Competitive 

Grants Program  for the purposes of calculation  of Government block research funding 

particularly to universiti es. Inclusion as an o fficial  Competitive Grants Programs  raises 

interest of researchers  and can engender commitment to new researc h for an industry .  

The 2011 Australian Competitive Grants Register criteria include particularly that:  

¶ funds must be provided on a nationally competitive basis and clearly be                        

for research only  

¶ the funding scheme must be nationally  advertised and available to  universities 

throughout Australia , and   

¶ the funding scheme must have a well -defined mechanism for competition                 

and selection by a well -qualified panel.  

The SRA Research Funding Panel and competitive program arra ngements should meet 

all these criteria, potentially more so than some smaller grant schemes.  

Sugar Research Australia  would also include an appropriately  staffed Research Program 

Management Unit  to:  

¶ support  the SRA Research Funding Panel in developing an d applying robust project 

assessment and selection systems, plus associated performance  evaluation   

¶ manage  the SRA research project program including competitive call rounds  

¶ take over program management  of ongoing projects  from SRDC, SRL and BSES  

¶ particip ate  in managing IP arising from sugar R&D consistent  with IP principles  

¶ develop informative reports as required and useful for industry, government, 

researchers and other stakeholders , and   

¶ work  with the Professional Extension and Communications Unit in facilit at ing the 

promulgation and  adoption of knowledge and know -how arising from funded 

research, and in incorporating industry priorities  and feedback into research.  

The operation  of the SRA Research Funding Panel and this Unit is expected to align with  

criteria  for research and development activities eligible for matching Commonwealth 

funding contributions .  
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b.  SRA research  ð plant breeding , farm systems, biosecurity  

Rural industries in Australia are characterised by collective funding of both research  and 

research organisations . The form of public/industry research organisation has shifted over 

the last century, with less RD&E being conducted by State government s through State 

research stations and laboratories, and more by universities and CSIRO .33  BSES is part of 

this pattern. It was formed from the Queensland Bureau of Sugar Experimental Stations in 

2003 with a history reaching back 100 years.  

Agricultural research by private companies aiming for sustained profit does not feature 

strongly in Australia.  This is also the case for sugarcane based industries worldwide . 

In sugarcane industries internationally similar bodies to BSES have existed for very long periods. 
Industry owned R,D&E organisations funded by levies (compulsory or voluntary) remain common. 
These arrangements reflect the interdependence of growers and millers (one cannot exist without           
the other), the high degree of regulation in which most sugar industries have or continue to operate 
(reducing in Australia), the need to process the product (sugarcane) quickly after harvest (no on-farm 
storage) to avoid deterioration, the cooperative structure of many sugar millers, the absence of real 
competition amongst growers for price and market share (they are willing to share innovations), and 
the long lifecycle of sugarcane varietal improvement. BSES 2010 

Today , BSES has capacity  for and carries out research into plant breeding  and variety 

improvement , biotechnology , farm systems and biosecurity . The industry is concerned  

these activities  continue  within initial  functions o f SRA. However , ASA is equally  concerned  

such research delivery should evolve under S RA over coming decades to be carried out in  

the most efficient, high performance manner to deliver strong returns to the industry [Part  1].  

The market failure question would be reasonably answered in the same way for collectively  

funded research carried out by BSES  or SRA, or by entities such as CSIRO or universities.              

For the sugar industry, as for much rural research, the market left to itself will not allocate 

resources efficiently, and does not provide socially desirable levels of ôgoodõ (ie. R&D). 

There is no potential commercial provider of most research carried out by BSES.   

SRA research in plant breeding, variety impr ovement, farm systems, biosecurity and 

areas such as adoption science, would compete through the SRA Research Funding  

Panel process with proposals from public research entities (that also exist as a  recognition 

of market failure) . Some projects may include  commercial partners  such as mills.  

The SRA Research Funding Panel would be charged with achieving strongest outcomes 

for the industry and government as an investment partner. Further in carrying out research  

and research -based activities, SRA would be in tending to not compete in marketplace s 

with commercial entities  if they emerge .  

Any commercial -like activities currently within BSES will be considered against principles 

during the definition  and due diligence period [3.1] .  

                                                
33 ñAround $500 million of the total annual spending on rural R&D in Australia is sourced from industry and the Australian 
Government through the rural RDCs [including IOCs]. é Changes among other players in the rural R&D system have also 
impacted the RDCs. Most notably, the state governmentsô R&D budgets have reduced as a proportion of overall rural R&D 
spending and their traditional role in extension has declined. Extension is now delivered through a wide range of pathways, in 
which the RDCs and private providers have become more prominent.ò DAFF submission to Productivity Commission 2010 
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The SRA Research Funding pro cess w ill also facil itate  proposals for joint R&D projects 

involving funding  from other sources and aligned with priorities of the industry, SRA and 

associated parties. This would include Queensland Government financial  support for 

research applied for sugar industry and public  benefit.  

Plant Breeding  and Variety Development a re changing are nas. In recent decades 

major Australian grain s industr ies have moved to distributed  commercial  arrangements 

based on Plant Breeders Rights for funding latter stages of the process with some re turns 

to assist core breeding. This PBR model does not translate well to sugarcane [4.2.a] . 

Experts see p lant breeding  and variety improvement segmented into five sets of 

operations from the research activity working along the chain  to distribution :  

- systems research to underpin and develop new germplasm   

- germplasm development and research testing as a basis for new varieties  

- variety development               

- proving and bulking up of varieties  for commercial release , and  

- marketing and distribution .  

Core and applied sugarcane breeding and variety improvement  research would be 

progressed through projects reviewed and funded through the SRA Research Funding 

Panel. BSES has a strong record of research in these areas ,34 and it is vital t o maintain 

these capacities and the foundation  germplasm  collection through optimum  

arrangements  for the Australian  sugar industry as a whole.  

Research -based variety development and distribution activities are discussed in 4.3.c.   

To an extent different c riteria  apply and variety distribution  is not a current BSES function.  

The sugar industry needs sugarcane variety improvement  to continue in Australia as part 

of the in itial functions of an effi cient , focussed IOC . This is based on realistic  assessment of  

potential market activity  and risk, and the importance of collective research action .  

Characteristics of the Australian sugar industry and cane production need to be taken 

into account in considering variety improvement chain models in other plant indust ries 

and their applicability or future potential here.   

Recent years have seen agribusinesses (DuPont, Syngenta  and others ) interested in variety  

improvement for the huge Brazil industry , but the circumstances  of long lead -time  sugar -

cane breeding in Australia are more challenging  ð as described by a leading plant breeder .  

Á There are currently no successful commercial sugarcane variety developers in the world. Monsanto 
bought Canavialis, a breeding company in Brazil, over five years ago and had one variety ready for 
the market in 2010 that they had to withdraw.  

Á Everywhere in the world, the breeder of sugarcane varieties is involved in bulking and distribution. 
Most sugarcane breeding programs are done at industry or government owned facilities. The Texas 
program is conducted at the University of Texas with full funding from industry and public sector. 

                                                
34 Broadly, BSES aims to apply biotechnology and plant functional biology strategies to develop varieties that improve productivity, 
sustainability and competitiveness of the Australian sugarcane industry with focus on creating sugarcane with new and improved 
commercially important traits. These include: Herbicide tolerance, drought tolerance and efficient use of water and nitrogen, short-
rotation crops, pest resistance. 



43 
 

 

Australian Sugar Industry ς Initial proposal for an Industry Owned Company ς February 2012  

Á The largest breeding activity in Brazil (more than 65% of all their varieties) comes from the Inter-
University Network for the Development of Sugarcane Industry (RIDESA) which was initially 
established through an agreement signed between seven Federal Universities (UFPR UFSCar, 
UFV, UFRRJ, UFS, UFRPE UFAL). At start up the RIDESA program was fully funded by the 
government, today commercial companies producing ethanol and sugar are also members. Other 
breeding activities in Brazil are funded by the industry. Propagation of varieties is sometimes 
handled by individual major players (mills in Brazil) but in most cases by the institutions above. 

Á There have been many attempts to take variety bulking and distribution to a stand-alone commercial 
business. However, this has always failed due to the limited market size especially in Australia or 
South Africa and high risk associated with the bulking process. This process happens soon after 
variety release and often the particular variety never gets taken up in significant quantities. Even 
with a very exciting new technology for rapid bulking in Australia the business plan eventually 
pointed to high risk and market failure. 

Á A major issue with sugarcane breeding and variety development is that unless the process is 
carefully monitored a runaway disease problem can arise in a very short period of time. This can set 
an area back for more than a decade due to the slow turnover of the crop. 

Á There is only one wheat breeding commercial company of note. They bought the entire germplasm 
collection including final stage selections from Adelaide and raised capital for a five year period.  
Then they had to raise another major amount of capital. Now ten years after the óstart-upô they are 
talking about a positive cash flow after another five years. 

Á Most grain commodities are serviced by big International breeding companies which then only test 
seed in the different localities. Studies have indicated a very high cost to start a sugarcane breeding 
venture in Australia.  

The difficulty in establishing commercial breeding companies is well illustrated by wheat 

breeding in Australia. Today there are three breeding and one very specialised wheat  

breeding company in Australia.  They compete for a market share and derive income 

from PBR royalties.  GRDC is a sponsor of research in these organisations.  Australian 

experiences with wheat breeding indicate complex partnerships, government support, 

rea listic PBR endpoint royalties with choice, and eventually foreign  investment are key to 

establish ing  a breeding company , even for a very high volume major crop.  Perspectives 

on this could be provided with comparisons  to Australian sugarcane circumstances.  

Of note also are DAFF observations on Australian and global research marketplaces :  

The relatively small scale of the Australian market for rural R&D, coupled with indivisibilities in the use 
of R&D, may also be a source of difficulty. In some areas conditions in Australian agriculture differ 
from those in the USA and EU which are larger markets for R&D. é the expected return from one 
dollar of R&D will be greatest in the largest market. Firms undertaking global rural R&D will compete 
for returns from the largest markets neglecting a relatively small market like Australia if conditions 
differ from those in the USA and EU. DAFF submission to the Productivity Commission 2010 

ASA does not see initial SRA activities as fixed including areas of research. Sugar 

Research Australia should provid e the strategic  ôcentreõ for sugarcane R&D strategy 

including long term programs to maintain  and make best use of Australian plant 

breeding capacities  and germplasm  resources  in the changing  global context.  
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c .  Operational R&D activities ð Variety  Development and Biosecurity  

Variety improvement has its ôfront end õ in germplasm improvement, plant breeding 

crossing and selection activities.  This is highly specialised and dependent on breeding 

expertise, plus specialised infra structure, databases and characterised germplasm , and 

is an integral  part of an efficient  and effective sugarcane breeding R&D program .  

Based on definitions  an d  examples in current Statutory  Funding Agreements it is assessed 

this spread of functions relat ing to sugarcane  varieties  would be eligible  R&D activities 

for calculation  of Commonwealth matching  fund payments  [list 5.2.c] . Most plant RDCs 

invest both collective and government funding in these types of activities.  

With sugarcane variety  development  closely linked to breeding research , similar  points 

apply regarding market failure and low commercial operator potential [3.4.b ]. Variety 

development is a process leading into commercial adoption, with significant parts based  

on routine methodologies, or have a very long horizon (a cane variety can take 10 -13 

years to industry release) and these activities cann ot  be logically packaged and 

assessed as R&D projects by the SRA Research Funding  panel.   

For these reasons, t he Australian sugar industry is commit ted to variety development as 

an initial  and ongoing SRA function , to be funded from Sugar Levy income.  SRA should 

run the variety development function effectively and efficiently  and with an eye to 

encouraging  commercialisation  of stages should opportunit ies arise. Associated 

research , such as i nvestigations into new techniques , would go through the Panel.  

Proving , using local trials , is a link to research and development through to bulking up 

and distribution . These are distributed activities in Australi a and internationally through 

local level collective groups and growers supplying seedcane commercially. Bulking up 

of varieties for commercial release, and marketing and distribution, are also distinct 

stages in the varieties supply chain. BSES plays litt le role in these operations.  

Market failure questions do not arise for distribution stages as SRA will not be involved in 

these, except to the extent  of advice  on R&D advances available  to all through the 

Professional Extension and Communications  Unit. Onc e a variety is released by the 

breeding  group to cane growers they continue to bulk and distribute varieties for their 

own use but also for others.  Bulking and distribution generally starts with local group 

services through initial vegetative planting. Som e local  groups are purchasing tissue 

culture plantlets (a research innovation).     

The door is also open for other groups, or large growers, to start with tissue culture plantlets although 
this has not taken off yeté A proportion of growers generate significant income from selling seedcane. 
The fact that sugarcane stalks can be easily multiplied and classical seed sales do not exist, are the 
main reasons why there is no true commercial venture for sugarcane anywhere in the world. In practise   
a grower only requires one stalk of a new variety and he can multiply his own stocks after that.  

The only way you can potentially create a market opportunity is by some form of an endpoint royalty  
on the area planted to a variety or even better on the tonnage produced from a variety. Any start up 
commercial venture will deem the risk of not getting adequate ósalesô as extremely high. Protection of 
variety identity (DNA fingerprinting) and then policing of identity of consignments arriving at the mill 
gate would be a very costly process and erodes the commercial viability very quickly. (It will be 
endlessly easier in the case of a GM variety where testing for the presence of the transgene would    
be simpler.) Plant breeder 2012 
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The sugar  industry also has an ongoing re quirement for research and development 

associated biosecurity activities . These include:  

¶ monitoring for the pre sence of pests and diseases  

¶ preparedness for incursions of new pests and diseases  

¶ ongoing research on the specific characteristics of key pests and diseases, including 

the development of  diagnostics for their identification , and  

¶ with industry representatives , p roviding inputs to government regulatory requirements 

that affect the industry .  

BSES has long carried out these functions and the industry anticipate s key elements of 

this activity continuing within SRA. Any f unctions with a regulatory  aspect will be reviewed  

during the definition  and due diligence  period  from April 2012  [3.1] . Some may need to 

be transferred  to appropriate agencies.   

Biosecurity  monitoring and preparedness for the sugar industry w ill not be instigated  by 

commercial providers in an active marketplace. It is anticipated that over time, SRA 

would consider any options a rising for provision  of the se services. Any research proje cts 

associated with biosecurity would be proposed to the SRA Research Funding Panel and 

assessed through the research pool system.  

ASA notes that many Industry Owned Companies provide R&D based services and 

these can be included in definitions of research and development activities [5.2.c] , as 

appropriate for Sugar Research  Australia as a research IOC.  

The operation  of the Variety Development and Biosecurity  Unit functions within SRA 

would be funded direct ly from Sugar Levy income . An indicative allocation  was 

included in the RD&E Reform  package based on structures before streamlining [Part 4].  

These service functions  would be subject to the management reviews that SRA would 

conduct as part of its professional   management [Part 4], and would be included in  all 

reports for government, industry and other stakeholders .  
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d.  Professional Extension and Communications  

Restructuring of sugar industry extension and advisory structures  and particularly the 

BSES extension focus to achieve modern, wider -reaching exte nsion of all sugar R&D is   

a major element of the Sugar RD&E reform package. The RD&E reform  report explains 

the consultation and analysis behind the package recommendations.  

After consideration of industry priorities for investment, issues with extensio n performance 

and equity, multiple reports and papers, modern models in other rural industries, and the 

market failure criteria for activities carried out under a stat utory levy, a three part set of 

refo rms was put forward and endorsed  by ASA as a key part  of the package.  

¶ Forming a Professional  Extension and Communications Unit (PEC)  in a tighter BSES, 

then moving into SRA. This will embed professional extension with all sugar research.   

The PEC Unit is to develop packages of research results tailored fo r user groups ,    

growers, advisers, mills and others in the supply chain, and  to design and conduct 

extension group events .  

In a new statement for the sugar industry, primary accountabilities  of the PEC Unit          

will be firstly, to ensure all grower s, mills, productivity service groups , and all specialist 

service providers, can freely access R&D knowledge, know -how, and group events .  

Equally, it will be charged to interact to ensure upward flow on problems for research, 

on usefulness of R&D, and con straints to wide adoption.   

¶ By mid -2012, cessation of BSES local advisory (ô1 on 1õ) activities, for a range of 

reasons including costs, distribution  and equity, stronger potential extension and 

advisory for the industry under new arrangements, and that th ese are activities that 

can be and increasingly are provided by professionals and groups commercially.  

¶ Plus an industry led Sugar Advisory Services Development Program  to operate to the 

end of 2012, aiming to build local cane advisory capability and wider  field advisory 

networks while the BSES restructuring progresses. The SASDP is being supported by a 

one -off $2m contribution  from the milling  sector in recognition  of the importance of  a 

wid er, upskilled spectrum of advisers ð harnessing  field agronomists , commercial  and 

agribusinesses advisers to encourage  adoption of research findings (packaged by the 

PEC Unit), overall , towards achieving  industry growth  objectives  [1.3] .  

BSES is progressing the formation of the PEC Unit as a transition to SRA, and is making  

arrangements for stopping BSES local advisory activities by mid 2012.  The PEC Unit will be 

led by a new senior executive manager with capacity  to deliver innovat ive ly on the 

primary accountabilities . It is being positioned  to translate  strongly into  Sugar Research  

Australia  on formation . This will embed extension with all sugar funded and associated 

research ð a single professional unit communicating with all industry participants.  

While new for sugar, t his PEC Unit parallels  groups and systems in R DCs and IOCs.  The 

operation  of the PEC Unit within SRA would be funded directly from Sugar Levy income 

[Part 5] . Any PEC Unit initiated  research projects relating to, for example, adoption by 

growers, would be submitted to the SRA Research Funding Panel.  PEC Unit activities  

would generally align with definitions  fo r eligible R&D for matching  funding.  
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Part 4.   SRA management and financial foundation  

Structures within Sugar Research Australia would be detailed as the formation of the 

company approaches a nd can be expected to evolve with company development. 

Key functions within initial  arrangements would include :  

Sugar Research Australia      

Board of Directors    -------       -- SRA Research Funding Panel   

-  Executive management    -  Research program ma nagement [3.4.a]  

-  Corporate   

-  Research  teams  [3.4.b]    

-  Variety Development and Biosecurity [3.4,c]  

-  Professional Extension and Communications  [3.4.d]   

ASA anticipates the SRA board  and  executive  plus the SRA Research Funding Panel 

would ensure all  required and agreed planning and reporting  under the Constitution, 

Statutory Funding Agreement and protocols with the industry,  is useful, informative and 

timely .35  Plans, reports and Performance Reviews would be developed with reference to 

appropriate gu idance frameworks  [5.2] .  

Sugar Research Australia would also ensure ongoing meetings and communications with 

industry, government and research and other stakeholders to achieve  the  company 

purpose. It is understood that the chair of each IOC usually meets  with the minister twice 

a year to discuss Company performance, and the Chief Executive Officer should meet 

quarterly with officers from the Department to discuss matters relating to performance 

under the Statutory Funding Agreement.   

With reference to mo dels in other industries, principles and processes for interactions with 

industry stakeholders, particularly the peak body, the Australian Sugar industry Alliance, 

will be defined in protocols or a Me morandum  of Understanding [3.1] . It is anticipated 

forma l interactions should occur at least as frequently as with the Department.  

The Australian Sugar Industry has invested significant funds over the last years towards 

achieving real and effective reform of industry RD&E structures and performance  [1.2] . 

ASA, and foundation members, CANEGROWERS and ASMC, firmly believe RD&E reform , 

including formation of Sugar Research Australia , is fundamental to a modern industry 

moving strongly forward. Funding has been identified to cover costs associated with 

establishing  the IOC and transitional arrangements relating to SRDC and BSES.  

Sugar Research Australia  income sources and financial estimates are considered below. 

The Minister, and ASA, are concerned  to understand that SRA should have guaranteed 

sources of funding sufficient to ensure it continues to be functional and solvent.   

                                                
35 IOC Statutory Funding Agreements generally require development of a Strategic Plan three yearly, an Annual Operational Plan, 
plus a Risk Management Plan, Fraud Control Plan, and an Intellectual Property Management Plan. In addition to Annual Reports, 
an independent Performance Review is required before each levy poll or at set intervals, and a Compliance Audit report annually. 
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ASA endorse ment of the RD&E Reform package in October 2011  included agreement 

that on formation of Sugar Research Australia, growers and millers w ould pay 70c/t as a 

statutory levy (35c/t eac h) for the first three years  of SRA operation.  This secure levy would  

be 20% higher than fees/levies paid by the industry in 2009, but less than pre -streamlining 

costs of running the three separate industry R&D entities, BSES, SRDC and SRL [2.3] .  

SRA is expected to be financially stable based on this and ongoing levy income. An 

overarching expectation of the sugar industry, and government in partnership, is that, 

like all IOCs, SRA must manage within its income and budget. There would be opportunity  

to pre sent a case for levy increase s after reviews and via a Sugar Poll.  

A picture of SRA income, expenditure and reserves based on SRA starting in 2013-14 and 

out to 2016 -17 is provided [Fig.10] . These are estimates. Calculation factors include:  

¶ At a  cane har vest level of 30 million tonnes a year the Sugar Levy income would be 

$21m each year . This harvest  level was used in the RD&E Reform report and in earlier 

financial  analyses.  In 2011, the accepted cane harvest was 28.0 mt after effects of 

extreme weather in 2010. The industry anticipat es a return to 30mt in 2012 , and has a 

priority of again achieving 36mt over the next 3 -5 years , lifting levy income [1.3] . 36  

¶ SRA would receive other  income. In particular, it is anticipated SRA would attract  full 

potential Commonwealth matching funds [4.3.a] . For these estimates  an average 20c/t  

is used, or $6m a year on a 30mt harvest. Important contributions from the Queensland 

Government for joint R&D projects should continue after review this year . The industry is 

puttin g forward a case for $5.6m a year, with additional funds to be added to the SRA 

research pool. (For Figure 10 a rounded $3m a year  is used.) Interest income on reserves 

and other earning s is estimated as an average $2.5m a year . Further income may come  

to SRA for joint R&D projects , an estimate d  $1.5m a year.  

¶ The 70c/t Sugar Levy figure is based on analysis of cost structures  in the Sugar RD&E 

Reform report,  37 and implementation  of the BSES restructuring and streamlining , which 

is occurring  including in va riety development and biosecurity. BSES and SRDC cost 

data inform these estimates, however, SRA will be a new  organisation , not BSES or BSES 

plus SRDC. The 70c/t  includes allowances for inflation  averaged over the three years.  

¶ Operating expenditures  are estimated for SRA Corporate, Research Funding Panel and 

the Variety/Biosecurity and PEC Units ð not for SRA research er groups  [Fig.10]. The SRA 

Research Funding Pool would be the source of funding for both external and SRA 

research  activities . The Sugar RD&E Reform report, using BSES and SRDC data estimated  

some $11.4m of BSES research projects in 20 10-11 were funded by BSES fees, SRDC, 

DEEDI and other income [Fig.10]. BSES research areas are also being stream lined as part 

of Sugar RD&E reforms. If SRA research groups do not attract competitive funding through 

the Panel process  (the Panel , like all IOCs, taking into account the need to support  long er 

term research with various providers) , their size will need to be adjust ed .   

Strong research by BSES groups should continue under SRA contributin g to industry 

and national R&D. During 2012 , BSES projects will likely be defined for Panel review .  

                                                
36 At a sugar price of $520 a tonne, payment for sugarcane is about $43/t. The current 2011 pool sugar price is $495-$525. The 
levy of 70c/t would be much less than 5% of the value of the plant product. Primary Industries (Excise) Levies Act 1999 cl10. 

37 Welsman, 2011, Australian Sugar Industry RD&E Reform Report, Part 3.4. Escalation factors used in this and the PJP report 
are continued here. From a 2010-11 base, in 2011-12 1.042, 2012-13 1.086, 2013-14 1.131, 2014-15 1.179, 2015-16 1.228.  
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Figure 10.  Indicative SRA income, operating expenditures, and reserves first three years.  

 SRA income source or function - estimates                       2013 - 2014   2014 - 2015 2015 - 2016 

 Income  $ m $ m $ m 

 Industry statutory levy payments 70c/t on 30 mtpa 21 21 21 

 Commonwealth matching funds for qualifying RD&E 6 6 6 

 Queensland Government contribution to projects 3 3 3 

 Joint R&D project income  1.5 1.5 1.5 

 Interest on reserves and other earnings  2.5 2.5 2.5 

 SRA income totals 34 34 34 

 SRA operating expenditure     

 SRA board, executive, corporate Brisbane 3.0 3.0 3.0 

 SRA Research Funding Panel and Unit 1.2 1.3 1.3 

 Variety Development and Biosecurity, field stations 7.4 7.7 8.0 

 Professional Extension and Communications Unit  1.9 2.0 2.0 

 SRA costs, initial functions  13.5 13.9 14.3 
     

 Potential SRA Research Pool ï for competitive RD&E  20.5 20.1 19.7 

 Realistic research program  18 18 18.5 
 

    

 SRA operating result for the year  2.5 2.1 1.2 
 

    

 SRA cash reserves  (based on $25m at start of SRA)38 27.5 29.6 30.8 
     

 

Figure 10 is a realistic financial projection for SRA over its first three years. It shows SRA 

managing within a likely flat income level for three years including by holding corporate 

costs. At year 3, a case for a levy increase could be considered  [5.2.f] .  

The financial picture includes conservative estimates. A 31-32mt crop is foreseeable  in 

latter years  in part due to R&D and extension/advisory effort , with higher income from 

industry and government s. There could be more funding from joint R&D projects . Such 

income would also expand the SRA Research Pool as proje cts would be assessed through  

the Panel. If there is a smaller harvest this will need to be managed by the SRA board.   

All SRA functions and activities should meet criteria for Research and Development  

activities that qualify for Commonwealth  matching Fund s including the SRA Units [5.2.c, 

3.4.a].  However, sugar contributions will be much higher than the potential matching level. 

In 2013-14, about $30m of SRA expenditure should qualify, of which about $6m c ould be 

matched on the 0.5% of GVP basis. 39   

 

                                                
38 SRA reserves at 1 July 2013 are calculated as $12m BSES cash (BSES estimate rounded), $4.5m cash from sale of Bundaberg 
and Herbert assets, $8.5m SRDC cash. The financial base does not depend on sale of these assets by a set point. The aim is to 
optimise industry returns. A proportion of BSES reserves are being and will be used for transition to SRA.   

39 Statutory Funding Agreements include two limits on Commonwealth matching contributions. That the amount appropriated to 
the IOC is the lesser of:  0.5% of gross value of production in Australia in the financial year, and 50% of amount that, for the 
financial year, is spent by the Company on activities that qualify é as research and development activities. For Sugar Research 
Australia and the Sugar Industry the 0.5% of GVP would be the limiting measure, as for most industries.  
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Part 5.   Features of the proposed IOC ς Sugar Research Australia  

5.1   SRA Constitution ï particular elements 

5.3   SRA Statutory Funding Agreement ï particular elements  

With nine Industry Owned Companies, a number operating for over a decade, the IOC 

model is well -developed.  By applying the IOC model, different rural industries are able 

to deliver on industry and government expectations for governance, strong, focussed 

management and delivery of research, development and industry services.  

The IOC model req uires and facilitates arrangements to ensure both levy payer and 

government interests and expectations are accommodated and protected.  

In developing the framework for Sugar Research Australia put forward in this initial  

Ministerial submission, the Australi an Sugar industry Alliance intention is :   

¶ to align with Australian Government requirements and with working IOC models 

including by taking guidance from key elements of a number of IOC Constitutions, 

Statutory Funding Agreements and other governance docum ents that would support 

achieving sugar industry and government objectives, 40 and  

¶ in areas where sugar industry needs have particular features, to introduce cases for 

these activities or arrangements again aligning with key IOC principles.   

Industry conce rns with current structures in terms of performance, costs and balance are 

discussed in 1.2. The importance and benefits of forming an Industry Owned Company 

at this turning point of the Australian sugar industry evolution are considered in 2.3.   

A primar y and widely supported industry objective is to bring together the activities and 

assets of BSES and the SRDC plus some activities of S RL, into a single, focussed industry 

research and services organisation  that will achieve substantially stronger outcomes  for 

the industry with flow on benefits to regional communities and taxpayers [Parts 1 and 2] .  

This objective is key to structures and arrangements put forward in Parts 3, 4 and 5 of 

this submission.  

 

                                                
40 Features of most current Industry Owned Companies have been considered. The Constitutions and Statutory Funding 
Agreements of Australian Pork Limited, Dairy Australia, and the Australian Egg Corporation have been particularly referenced, plus 
the recent Australian Wool Innovation Constitution (2009) and Statutory Funding Agreement (2010) and associated governance 
documents. Aspects of the sugar industry-based trading company Queensland Sugar Limited have also been reviewed. 
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5.1   SRA Constitution ð particular elements  

The Sugar Research Australia Constitution  will address the usual requirements of a 

Constitution  with regard to the Corporations Act, as well as specific needs for effective 

SRA operation from perspectives of the company and industry levy payers.   

A full Constitu tion is to be drafted  during the definition and due diligence period mid 

2012 for discussion with Industry stakeholders, potential levypayers and Government .41 

Key elements of an SRA Constitution are considered in this initial submission, including 

proposed  company structure and functions, membership and board composition.  The 

intended SRA 'modus operandi' is illustrated through all Parts of this submission.  

a.  Form of Company  

The Industry Owned Company would be established as Sugar Research Australia 

Limited, a company limited by guarantee under the Corporations Act 2001 .   

Sugar Research Australia Limited will comply with Corporations law requirements:  

¶ Australian accounting standards will be followed.  

¶ Directors will be required to act in the best inter est of the company in performing its 

functions to deliver on its objects for the overall benefit of the Australian Sugar 

Industry, and not in sectoral interests of parts of the industry.  

¶ The Board of Directors will be accountable to Members of the company,  who will be 

those growers and millers paying the Sugar Levy who have registered with SRA.  

¶ SRA will fulfil requirements for accountability to stakeholders through annual general 

meetings, annual reports and other reporting and consultation as agreed or as 

needed and appropriate.  

As a company limited by guarantee:  

¶ The liability of members will be limited, for instance to a contribution of up to $100.  

¶ There will be no dividends or distribution of assets to members. The income and 

property of SRA will be app lied solely towards the promotion of the objects of SRA            

as set out in the Constitution.  

ASA recognises the statutory levies and Commonwealth matching funds would be 

'public monies' appropriated to the Department for payment to SRA as the declar ed 

industry services body for the provision of research and research -based services for the 

industry. ASA also understands the Minister is accountable for ensuring the funds are 

used for the specified purposes and efficiently, effectively and ethically.  

                                                
41 With reference to current IOC Constitutions as models, the SRA Australia Constitution would be expected to include clauses on: 
definitions, nature of company, liability; objects, no distribution, powers; membership, associate members, voting, weighting, rights, 
proxies; levy/voluntary payments and records; general meetings, proceedings, polls; director numbers, skills base, appointment, 
election, selection process; board proceedings; interfaces with industry; plans, accounts, reporting; assets, winding up, indemnity.  
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b.  Objects and functions  

Proposed Objects for Sugar Research Australia Limited ( in each case for the benefit of 

the Australian Sugar Industry (Sugar Levy payers)) are: 42  

¶ to receive funds from the Commonwealth of Australia being proceeds from the Sugar 

Levy and contributions by the Government to research and development  in relation to 

the sugar industry and account to the Government and Parliament of the 

Commonwealth of Australia and Members for expenditure of such funds  

¶ to seek funds from other persons fo r research and development, innovation and 

associated activities for the benefit of Australian Sugar Industry participants  

¶ to manage funds SRA receives and any risks related to expenditure and funding  

¶ to investigate and evaluate requirements for research  and development and 

innovation and research -based services in relation to the Australian Sugar Industry   

¶ to carry out, and co -ordinate and provide funding for, research and development 

activities and research -based service activities in relation to the Au stralian Sugar 

Industry  

¶ to facilitate dissemination, adoption and commercialisation of results of research and 

development activities in relation to the Australian Sugar Industry  

¶ to manage, develop, utilise and extend intellectual property from research and 

development activities, and to receive proceeds , if any,  of such activity  

¶ to provide research -based services to Australian Sugar Industry participants and other 

agreed associated activities in the interests of the Industry.  

Where:  

Research and Develop ment activity  means an activity that  

- is carried out by Sugar Research Australia, or with its support, for the purposes of 

Research and Development, and  

- relates to the Australian Sugar Industry and is for the benefit of the industry and the 

Australian community generally.  

 

Research and Development (R&D) means systematic experimentation or analysis in any 

field of science, technology, economics or business (including study of social or 

environmental  effects of adoption of new technology) carried out wit h the object of:  

- acquiring knowledge that may be of use in achieving or furthering an objective of the 

Industry, including knowledge that may be used for the purpose of improving any aspect 

of production, processing, storage, transport or marketing of s ugarcane or its products, or  

- applying such knowledge for the purpose of achieving or furthering such an objective.  

 

Research -based service  means an activity with a basis in R&D carried out by Sugar 

Research Australia, or with its support, as a service to the Australian Sugar Industry.  

[on R&D activities, see 5.2.c]  

                                                
42 Models referenced for definitions and other features include the Australian Wool Innovation (AWI) Constitution 2009, AWI Statutory 
Funding Agreement 2010, Australian Pork Limited (APL) Constitution 2009 , Meat and Livestock Australia (MLA) Constitution, and 
Dairy Australia (DA) Constitution and associated Statutory Funding Agreements.  
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The functions of Sugar Research Australia will be research and development and 

activities associated with R&D . Current arrangements for these activities are being 

restructured as the indust ry moves towards envisaged formation of SRA. In SRA, these 

functions will be directly representative of industry interests as identified through 

extensive consultation and analysis, and reflected in the Sugar RD&E Reform package 

endorsed by ASA in October 2011 [Part 2] .  

Intended SRA functions are discussed and aspects defined and illustrated in Parts 3 , 4 

and 5 of this submission. More detailed information will be developed by mid 2012.  

Sugar Research Australia will:  

¶ not be a marketing, trading or commer cial organisation   

¶ not be a strategic or policy organisation except to develop research strategy to 

address near and long term needs, and to undertake at times, research  that could 

contribute to considered policymaking and regulatory development   

¶ not mak e grants, or otherwise provide financial assistance, to a body that represents 

sugarcane growers, millers or the sugar industry generally (any SRA action to acquire 

property, goods or services from or to fund projects with such a body must be on 

armõs length, transparent and competitive terms)  

¶ not engage in Agri -Political Activity.    

Where:   

Agri -Political Activity  is understood to mean engaging in or financing any form of 

external or internal political campaigning, or activity intended to exert politica l influence 

on a Government or to advantage a political party or political candidate over another, 

but to not include  an activity required or authorised under the Corporations Act 2001 

(Cth) or another law.  

c.  Members of the Company, Sugar Research Austr alia  

For Industry Owned Companies, all statutory levy payers and in some cases, other 

financial contributors , are to be the company shareholders/owners/members.   

For SRA, financial contributors wou ld be 'growers' and 'millers' paying the statutory levy 

eq ually, plus the Australian Government providing matching funds using the established 

formula . Other income would mainly be as R&D project linked collaborative inputs , 

including anticipated contributions from the Queensland  Government .  

Sugar Research Austr alia will be a new research and services company with important 

and different positioning in the industry compared to commercial and representational 

entities. Growers and millers have worked together to reach agreement on RD&E reform  

including for equal p ayment of a statutory Sugar Levy for funding of a single research 

company and larger R&D program. This is a major and tangible advance for the industry.   

Membership and voting systems need to be structured to involve grower and miller 

levypayers at a numbe r of levels as members and active contributors to SRA processes , 

noting t he industry spreads across districts with cane growing businesses located around  

one or a few mills, and varying priorities, issues and histories.   
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These factors and practicalities are taken into account in putting forward bases for voting  

in Sugar Levy polls, company membership and voting in relation to company business. 

Two classes of members for SRA, 'growers' (Group G) and 'millers' (Group M) are nominated,  

with working definition s as follows, where 'person' would usually be each business entity:  

A person is eligible to be a Group G Member  of Sugar Research Australia if the 

person paid the Sugar Levy during the previous Financial Year on sugarcane 

produced  and  accepted by a process ing plant for processing.  

A person is eligible to be a Group M Member  of Sugar Research Australia if the 

person paid the Sugar Levy during the previous Financial Year on sugarcane 

accepted by a processing plant they operate.  

With the Sugar Levy based on a single measure of 'accepted sugar cane' [3.1, 3.2.d]  and 

paid equally by the grower and miller in each circumstance, the total Sugar Levy  

collected from 'Growers' and 'Millers' each year will be equal. If cane is not accepted it 

would not be counted for either part of the Sugar Levy.  

The initial number of potential Grower members could be up to 5,000, with initial potential  

Miller members as 10 -11 companies.  As with other IOCs, levypayers would need to register  

with SRA to formally become Members of the  Company.  

Sugar Research Australia would use reasonable and regular endeavours to ensure levy 

payers who are not registered as members are advised of membership entitlements   

and how they can register to be a member of the company.  

Sugar industry policy a ssociations should not be S ugar Research Australia members , nor 

at this stage is there considered to be need for an Associate Member facility for SRA. As 

an industry owned research organisation , SRA will interact routinely with many groups.  

d.  Levy basis , collection, ballot voting, company voting   

The Australian Sugar Industry has established systems for recording tonnes of cane 

accepted for processing by plants, and processes for collecting  fees and levies. In the 

case of the SRDC levy, proceeds are forw arded to the Department. Total q uantities of 

cane accepted  are known and mills have records of tonnage and for each grower 

business. From time to time, a new plant may need to be introduced to the system.  

The proposed new Sugar Levy would be calculated on  annual 'tonnes of accepted 

sugarcane'  ['sugarcane accepted for processing', 3.1].  43  The statutory levy would be 

payable to the Commonwealth Government at the point that sugarcane is accepted 

from a grower by a processing plant and paid for.  

The Sugar Levy would be a new levy, collected in the same way as the current SRDC 

levy (which would cease). For the first three years of Sugar Research Australia, ASA has 

agreed a 70 cents a tonne amount paid as an equal levy on 'growers' and 'millers'  at 35 

cents a t onne each [2.3] . Financial projections are discussed in Part 5.     

                                                
43 The term 'accepted' is established in cane supply contracts between growers and mills as well as in current regulations.           
The definition will be considered closely during development of a proposed SRA Constitution. 
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As occurs now, the processing plant (mill) accepting and paying for the sugarcane would 

collect 70 cents per tonne for the Commonwealth, and would deduct 35 cents per 

tonne from sugarcane payment proceeds being returned to the grower.   

The Levy Principles and Guidelines emphasise equitable arrangements, including in 

distribution of benefits from the levy, imposition of the levy, and through ballots that are 

representative of actual and pote ntial levy payers. The Guidelines identify two possible 

voting counts for levy polls, one vote per business entity or an allocation of votes based 

on amount of levy paid (or payable).   

For the initial industry levy ballot envisaged in 2012 and for future Sugar Levy poll voting  

[5.2.f] , in both cases aiming to involve all levypayers in voting, and taking into account 

features of this industry, ASA puts forward the following arrangements:  

¶ For Grower levypayers , votes cast would be counted on two bases:  

(i)  one vote per cane growing business (based on ABNs as identified by the grower).  

(ii) one vote per tonne of accepted cane in the prior harvest year (based on  

     tonnage identified by the grower).  

¶ For Miller levypayers , votes cast would be counted on two bases:   

(i)  one vote per mill company (a company owning one or more processing plants, 3.1)  

(ii) one vote per tonne of sugarcane accepted and paid for by the mill company.  

With reference to the Levy Principles and Guidelines  for the purpose of showin g ôdemon-

strated industry supportõ for introduction of or change to a levy, the industry agrees that:  

Majority support would be calculated on votes cast by those who choose to 

participate in a ballot process, with indicative target levels of :  

50% of the Group G votes cast counted on the ABN basis, and  

50% of the Group G votes cast on the tonnes of cane basis, and  

50% of the Group M votes cast on a mill company basis, and  

50% of the Group M votes cast on a tonnes of cane basis.  

This voting calculation and counting basis reflects structures within the sugar industry and 

that for this industry both growers and millers would be contr ibuting via statutory levy 

toward Sugar Research Australia. The balancing of by -business measure with tonnes of 

cane grown or  processed, gives weight to the smaller entities in the industry, particularly 

among growers but also for processors, while recognising amount of levy payment.  

Systems for collecting grower votes with ABN and tonnage information will be developed  

and test ed in the months leading to the first poll. The sugar industry has arrangements for 

recording tonnage information. Procedures used by other IOCs will be considered  

including approaches for random checking on information on voting returns.  
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For Sugar Research Australia company proceedings , alongside all Members being 

advised of and able to attend and speak at a general meeting, a delegate based 

system is envisaged , similar to that operated by Australian Pork Limited, and also as 

understood by growers throug h arrangements for Queensland Sugar Limited.  

¶ Group G members would have 1 delegate by ômill areaõ elected by the SRA members 

in that mill area (where a mill area or region is defined by current contractual links 

between growers and each mill and can chang e over time. A region such as the 

Burdekin, with four mills, would have four of the 24 delegates).  

¶ Group M members, mill companies, would appoint one or more delegates for the 

number of processing plants [3.1] , they operate that processed over 100,000 ton nes of 

accepted cane the prior harvest year.  

It is intended that the Delegates vote on all company business required to be taken , or 

taken by SRA decision, to a general meeting, except any matters reserved to a vote of 

the Members by the SRA Constitution or the Corporations Act.   

¶ A majority on an ordinary resolution would be 50% or more of Group G delegate votes 

cast, plus 50% or more of Group M delegate votes cast.  As in general meeting 

practice many such decisions are likely to be voted on a show of ha nds.  

¶ A majority on an special resolution would be 75% or more of Group G delegate votes 

cast, plus 75% or more of Group M delegate votes cast. 44 

Such a delegate -based arrangement is understood in the sugar industry and particularly 

by growers. It provides  for a group of members (elected by areas for this purpose) to 

focus on the business of Sugar Research Australia, and to contribute actively to general 

meetings. SRA would likely also use the delegate group as a forum for R&D interactions.   

Providing for a  delegate per mill area and mill also recognises the investment by mill  

companies in the regions in maintaining mills in operation. A region such as NSW would 

have three Grower delegates and a Mill delegate or delegates with three votes at 

general meetings .   

Details of the delegate approach will be further developed over mid 2012, including on 

points such as rotation of and voting for Grower delegates from mill areas.  

Where the Corporations Act requires a Member vote, such as for removal of a director 

by ordinary resolution (s230D), it is envisaged this would be counted on the same basis 

as the levy poll.   

 

 

                                                
44 asic.gov.au (5.1.2012): Ordinary resolutions are not specifically defined in the Corporations Act and require only a simple 
majority to pass (i.e. more than 50% of the members present at the meeting, either in person, or by proxies). Some matters on 
which an ordinary resolution is sufficient are: election/re-election of directors, appointment of an auditor, acceptance of reports at 
annual general meetings, strategic, commercial decisions, increase or reduction in number of directors,). Special resolutions are 
defined and required for particular decisions (eg. change Constitution, change name, share arrangements, winding up). At least 
75% of the votes cast by members entitled to vote on a special resolution must be in favour of the resolution for it to be passed.  
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e.  A skills -based board, selection of Directors  

ASA recognises that a new Industry Owned Company must have a skills -based board. 

This is a key part of the Australian Government criteria for supporting formation of an IOC 

to be a designated industry services body receiving proceeds of a statutory levy. DAFF 

guidance refers also to ASX Corporate Governance Principles and Recommendations  

2010 regarding  a skills-based board.  

Fundamental to any corporate governance structure is establishing the roles of the board and            
senior executives - Principle 1, with a balance of skills, experience and independence on the board 
appropriate to the nature and extent of company operations - Principle 2. ASX 2010 

The ASX also provides guidance on board structure and Director selection, including:  

¶ A majority of the (skills -based) board should be independent directors, and the chair 

should be an independent dire ctor. 45 

¶ Establishing a selection committee to progress a formal and transparent selection 

process from a diversity of candidates, for appointment and re -election of directors.  

¶ The board should be of a size and composition that is conducive to making 

appropr iate decisions. The board should be large enough to incorporate a variety of 

perspectives and skills, and to represent the best interests of the company as a whole 

rather than of individual shareholders or interest groups.            

In the case of IOCs ba sed on statutory levies and members being all levy payers, the 

best interests of the company are expressed broadly. For instance, as by APL:  

The board is responsible for ensuring that company funds are used to best advantage for the long-
term benefit of Australian levy-paying producers and the industry more broadly. It strives to create 
member value by constructively engaging with management to ensure the appropriate development, 
execution and monitoring of the company's agreed strategies. APL website 2012 

ASA also recognises that rural industries are characterised by representational structures, 

and at times the distinctiveness of an IOC needs to be reinforced. Emphasis on skills -based 

independent directors is increasing and it is understood this will be g iven weight in  

Ministerial assessment of new and future IOC governance  proposals.  

Across IOCs there is general agreement on capacities expected in a skills -based board.  

With reference to current Statutory Funding Agreements, it is envisaged that:  

For Sugar Research Australia, a ôSkills Based Boardõ would  mean a board that 

can demonstrate collective expertise against each of the following:  

Á corporate governance including in chairing a company  

Á sugarcane growing  

Á sugarcane processing for any product  

Á R&D, technology, technology transfer, commercialisation and adoption       

Á conservation and management of natural resources  

Á administration of research and development, and  

Á finance and business management.  

                                                
45 An independent director is not associated with a substantial shareholding (Corporations Act s9 indicates substantial to be 5% of 
more of voting shares), or a prior executive employee of the company or an associated group, or a material supplier or customer.  
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Current IOCs endeavour to achieve skills -based boards through various mechanisms 

reflecting industry histories and objectives. Australian Wool Innovation, Australian Pork 

Limited and Dairy Australia, for instance, have quite different arrangements.  

In developing this Sugar Research Australia submission, ASA has taken note of these and 

other models, and experience  with  sugar industry organisations , including BSES Limited, 

SRDC, SRL, and Queensland Sugar Limited .   

Proposed arrangements for Sugar Research Australia Directors and their selection are out -

lined he re in some detail as these are points of focus for industry participants,  stakeholders 

and Government. In developing a full proposed SRA Constitution, all facets of Director  

appointment process, rotation, election timing, vacancies and other contingencies will 

be considered and addressed, and expressed in appropriate terms.  

¶ Number of Directors . Unless otherwise decided by voting at a general meeting,               

SRA would have a minimum of five and up to nine directors , with 7 to 9 being the 

expected num ber. A Director need not be a Member.  

¶ Skills. The Board must ensure that the Board as a whole has a balance of appropriate 

and identified skills and experiences, having regard to the nature of the business and 

affairs of the company. Broadly identified sk ills are listed above. The Board is also to 

review and publicise skills and experience it needs each year.  

¶ Director Selection Committee . At each, or each second, Annual General Meeting,           

a Director Selection Committee will be formed to operate in  advance of the next 

AGM.  The Selection Committee will be five  people , a Chair appointed by the SRA 

Board from one of the Directors not retiring, plus two elected by Group G delegates, 

and two elected by Group M delegates. Details of election arrangements  will be 

developed during drafting of a proposed SRA Constitution.  

¶ Function of Selection Committee . Each Selection Committee may take any action 

that it thinks appropriate to advertise vacancies and using a transparent process, to 

identify persons suitabl e for appointment or re -appointment to the office of director.  If 

the Chair is a retiring director, the Selection Committee should also identify a person  

suitable to take the role of SRA Chair. The Selection Committee is to be assisted by an 

independent Di rector recruitment specialist. The Committee is to choose from candi -

dates those persons  who will in its view best ensure that the SRA Board collectively has 

an appropriate balance of skills and experience in areas identified.  

¶ Appointment . In usual circu mstances, the Selection Committee w ould nominate the 

number of directors needed to fill vacancies (including from retirement on rotation, 

likely after three years) and these nominees will be appointed by the Board.  

¶ Chief Executive Officer. The Board may a ppoint a person  as Chief Executive Officer for 

a specified period, and/or on specified performance terms.   

It is important for the Australian Sugar Industry, and is the intention of ASA, that the Sugar 

Research Australia Board be positioned and able to op erate professionally  ð to achieve 

objectives and to ensure funds are used for the long -term benefit of levy pay er members, 

the industry broadly and its communities.  Protocols for Industry  and SRA interfaces will be 

developed during 2012, and po tentially  a Memorandum of Understanding [3.1] .  
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Ultimately, Sugar Research  Australia Members will be responsible for assessing the 

strength of performance of SRA and its Directors  through:  

¶ voting at Sugar Polls on the level of statutory levy and key SRA forward activ ities [5.2.f] ,  

with that voting weighted to recognise smaller entities among all levypayers  

¶ attending and speaking at general meetings of the company, and  

¶ involvement of grower members in election of delegates from their mill area and 

interaction with tho se delegates.  

f.   Assets and winding up  

The Australian Sugar Industry is looking to achieve an effective, sustainable research 

organisation built on assets and capacities in current entities.  On formation of Sugar 

Research Australia as an I OC and i ndust ry services body , it is anticipated the majority of 

assets, liabilities and continuing staff of SRDC and BSES as well as key activities and 

programs would be moved to SRA. Over 2012, there will be careful work to identify key 

steps and appropriate and nece ssary agreements and arrangements.   

An IOC will be a Company limited by Guarantee with assets owned by Members.  

¶ The SRDC is a government entity and it is understood there are tested processes, 

including legislative changes that would enable transfer of it s assets to SRA.  

¶ The BSES Constitution has steps for interaction with BSES members on company 

changes. On BSES Board decision particular assets should be transferrable to SRA as            

a like company. BSES assets could be about $30m, depending on valu ations. In the 

main, this accumulation of assets has been  paid for by the sugar industry through 

payments of levies and fees, but not through collection of a Federal statutory levy.  

The Sugar Research Australia Constitution would reasonably include a clau se relating to 

assets and liabilities appropriate to a Company limited by Guarantee. For instance;  

If the company is wound up, any surplus property must not be paid to members but must be paid or 
transferred to another corporation: (a) the objects of which are similar to the companyôs objects; and 
(b) the constitution of which prohibits the distribution of its income and property among its members. 
Dairy Australia Constitution   

The Statutory Funding Agreement to be settled between DAFF and the industry for  SRA 

will include provisions in relation to application of statutory levy and matching government  

contribution funds including in case of cessation of the company. Definitions of Funds vary  

in some Agreements and approaches to the handling of some elements  would need to 

be discussed with DAFF including handling of assets and liabilities  and future use of 

assets for the benefit of Australian Sugar Industry participants.   
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5.2   SRA Statutory Funding Agreement ð particular elements  

Effective formal arrangeme nts and interactions among the Australian Sugar Industry, the 

Australian Government, and Sugar Research Australia as an IOC backed by legislation 

including for a statutory levy, will be key to SRA's ongoing performance.  

It is recognised that Commonwealth legislation is required for the IOC to be declared  the 

industry services body and receive (under a contract) Commonwealth funding to provide  

R&D and services, and that the Minister is accountable to Parliament for ensuring the 

statutory levy and matching R &D funds are used for the stated purposes and spent 

efficiently, effectively and ethically.  

Under this legislation, Sugar Research Australia would enter into a Statutory Funding 

Agreement  (SFA) with the Commonwealth to enable it to receive levies and match ing 

funding for eligible R&D.   

ASA understands the SFA is to set out obligations on the IOC  including:  

¶ the broad accountability framework applying to Sugar Research Australia, reflecting 

government and industry expectations and requirements for good pract ice in the 

management of and reporting on the use of public monies  

¶ reporting requirements to the Minister to facilitate his/her accountability to Parliament 

for the expenditure of the funds provided, and  

¶ obligations to implement a framework of good govern ance practice, drawing on the 

ASX Corporate Governance Principles and Recommendations.  

Recent IOC Statutory Funding agreements, including Australian Wool Innovation 2010 

and Horticulture Australia Limited 2010, as mentioned by the Department, have been 

referenced in development of this section of ASA's initial Ministerial submission.  

Particular elements of a potential Sugar Research Australia SFA are discussed below 

including around governance, application of the Funds, 46 planning and reporting, the 

statuto ry levy sought by the industry, and levy polls. These sections further illustrate 

intended SRA modus operandi.  47 Aspects link to points in 3.1 and 5.2.  

It is envisaged a full Statutory Funding Agreement could be drafted in discussion with 

DAFF over mid 20 12 and for iterative development to assist achieving timing targets . 

 

 

                                                
46 Generally defined in SFA as: Statutory Levy Funds collected from industry participants, Commonwealth Matching Payments for 
eligible R&D, income earned or derived from the Funds, proceeds from sale or disposition of assets acquired from the Funds.  

47 With reference to current Agreements as models, the SRA Agreement could be expected to include clauses on: definitions, term 
and operation, expectations relating to the SRA Constitution and Corporate Governance, Payment of the Funds, Management of 
the Funds, Application of the Funds, Suspension or Termination of payments, Repayment, Access to Records, Strategic Plan, 
Annual Operational Plan, Other Plans, Reports and Meetings, Review of Performance, Compliance Audit, Acknowledgement, 
Disputes, plus associated Schedules including on Costs Allocation, Program Framework.  
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a.  Governance expectations  

Key elements of proposed Sugar Research Australia governance arrangements are 

discussed in 5.1, including SRA objects and functions, identification of Memb ers and 

basis for voting rights, and a skills -based board with selection processes references to  

the ASX Corporate Principles and Recommendations  and to IOC models.   

The Industry notes, and agrees with, important Government expectations that ð  

¶ Sugar Research Australia would need to do all things necessary to remain 

representative of the Industry's R&D and research -based services interests.  

Development of protocols around interfaces with Industry is outlined in 3.1.  

¶ SRA must use reasonable endeavours to ensure levy payers who are not members   

are advised of entitlements to become, and how they may become, members.  

¶ SRA would set in place processes for evaluating performance of the board and its 

committees and would envisage these developments being discu ssed with the 

members and the industry as well as the Minister.  

b.  Government payment of funds  

ASA notes clauses in Statutory Funding Agreements regarding payment of funds to the 

IOC, subject to the contract in the Agreement. A similar clause is anticip ated in a Sugar 

Research Australia SFA, potentially along the following lines:  

Payment of Funds  

In consideration for the Company agreeing to assume certain obligations as specified               

in this Agreement, the Commonwealth must, subject to this A greement, pay the Sugar 

Levy Funds and Commonwealth Matching Funds to the Company.   

The Commonwealth must pay Sugar Levy Funds to the Company as arranged.  

The Commonwealth Matching Funds will be an amount equal to 50% of the amount 

already spent by the Co mpany on Research and Development Activities, provided that 

amount:  

- does not exceed, in a financial year, 0.5% of the amount determined by the Minister to  

  be the gross value of production (GVP) of sugarcane in the financial year, and  

- does not exce ed the total Sugar Levy funds received by the Commonwealth.   

More generally, the Australian Sugar Industry anticipates the same criteria  regarding 

Matching Funds for Research and Development Activities being applied to the sugar 

industry as to the many ot hers receiving this vital support, noting at least two large 

industries will progress levy polls in 2012 with possible levy increases.   

In June 2011, the Minister ruled out across -the -board phased reductions in matching 

funds, confirming the importance of  investment in rural research and development, and 

not indicating any change in the application of Matching Fund rules by sector  [2.3] .  

SRA Research and Development Activities are discussed in Part 3. Financial calculations 

are considered in Part 4.  
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c.  Application of the funds ð planned initial SRA activities  

The Australian Sugar industry Alliance is progressing a comprehensive industry RD&E 

reform project. The integrated reform package agreed by ASA in October 2011 is 

outlined in section 2.1 of this su bmission, 48 and industry and stakeholder consultation in 

section 2.2. The importance of the IOC for the sugar industry is discussed in 2.3.  

Considerable analysis backs envisaged structures and activities for Sugar Research 

Australia, including reference to  criteria for IOCs and definitions of types of activities.  

IOC and Levy Principles are recognised, as are flexibilities in application of the IOC model  

to address needs of industries. It has been indicated that custom or ideology should not 

limit proposit ions. Where the sugar industry has particular features and needs, as it does,  

ASA explains proposed particular arrangements for application of the funds  [Part 3].     

Overall, funds received by SRA should be used for the carrying out, and co -ordinating 

and  providing funding for , research and development activities and research -based 

activities in relation to the Australian Sugar Industry  ð as set out in Objects  proposed for 

the SRA Constitution and definitions based on IOC models [5.1.b] .  

Sugar Research Au stralia, like other IOCs, should comply with requirements for expenditure 

of types of funds as will be specified in the Constitution and the Statutory Funding 

Agreement.  For instance, along the lines of the AWI SFA ð     

¶ Sugar Levy payments are to be spen t on research and development activities, other 

activities or both for the benefit of Australian Sugar Industry participants, and  

¶ Commonwealth Matching payments are to be spent on research and development 

activities for the benefit of Australian Sugar Ind ustry participants and the Australian 

community generally.  

A key industry objective is to achieve an effective, efficient and sustainable single research  

organisation that brings together a range of important activities of three current entities.  

 

Key Sugar Research Australia activities on formation could be categorised  as: 

¶ Research and Development strategy, planning and program management  

¶ Carrying out research particularly into plant breeding, farm systems, biosecurity  

¶ Development of sugarcane varieties  for distribution  

¶ Professional Extension and Communications ð dissemination, adoption, feedback  

¶ Biosecurity services based on research and development , and   

¶ Sugar Research Australia governance, planning, management, reporting.  

These working categories of SRA activity are considered in relation to  the  Levy Principles 

and Guidelines  in Part 3. SRA activities are expected to evolve over time.  

                                                
48 Welsman SJ, Australian Sugar Industry RD&E Reform ï Report, Reform proposals, Implementation points, Sept 2011. This 
report includes descriptions of activities of current organisations, particularly BSES.  
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It is assessed that these would accord with the definitions of Research and Development 

Activities utilised in Sta tutory Funding Agreements . For instance, the HAL SFA 2010 clause 

7.4, or as from the AWI SFA 2010 ð  

7.2.1 Research and Development Activities: examples of activities which may be determined to be 
Research and Development Activities include:  

(a) the development of workforce skills, education and the training of people to undertake Research and 
Development and apply the outcomes  

(b) the building of strong research and development leadership capacity and encouraging diversity of 
people across the Industry  

(c) the investigation and evaluation of the requirements for Research and Development and, on the 
basis of such investigation and evaluation, the preparation, reviewing and revising of Research and 
Development plans  

(d) the carrying out, and the coordination and funding of the carrying out, of Research and Development  

(e) the monitoring, evaluating and the reporting to the Commonwealth and the Industry, on Research 
and Development  

(f) facilitating the dissemination, adoption and commercialisation of the results of Research and 
Development or of practices or technological developments that have been designed or adapted to 
improve the operation or efficiency of the Industry  

(g) the dissemination of information related to any aspect of Research and Development, whether 
electronically, by print or by any other means  

(h) improving the accountability for expenditure on Research and Development activities in relation to 
the Industry  

(i) the development in the Industry of an awareness of the contribution that can be made by Research 
and Development in improving its efficiency and competitiveness  

(j) the collection of statistical information on the Industry 

(k) such other activities as may be approved by the Commonwealth in writing from time to time é  

(l) engaging directors, employees, consultants and agents of the Company and in meeting administration, 
operating or capital expenses (including, but not limited to, lease costs, legal and other professional 
expenses and the cost associated with the conduct of the Wool Poll) reasonably necessary or 
appropriate to be incurred by the Company to support its activities in relation to paragraphs (a) to (k); and  

(m) any activity incidental but considered important to an activity referred to in paragraphs (a) to (l).  

d.  Management of application of funds ð Board and SRA Research Funding Panel  

Australian Sugar Industry participants and the Australian government will equally expect 

Sugar Research Australia to plan to expend levy and matching funds in a manner that is 

cons istent with the Constitution, Statutory Funding Agreement, and directions on priorities 

and weightings identified through interface processes in protocols or an MOU [3.1] .  

In discussion with DAFF and the Industry after this initial submission it may be de cided to 

specify some uses of funding in Sugar Levy Poll papers. If so, and if supported in the Poll, 

this would also be recorded in the Agreement and subject to reporting.  

In addition, expenditure will need to accord with the SRA Strategic Plan and Annual  

Operational Plan, and with designated Guidelines  and Priorities, and other directions 

communicated by the Minister, as well as guidelines relating to program and financial 

management of the levy and matching funds. Both the Government and Industry will 

expect SRA to apply funds in a manner that is efficient, effective and ethical.  
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ASA, through interactions with SRDC and Governments generally, understands the 

necessary  and important weight placed on professional and accountable program, 

project and financi al management. As an Industry Owned Company backed by 

legislation and a statutory levy, SRA will need to ensure capacities in the Board and 

staff to service these requirements.   

Different management systems are operative within SRDC and BSES. One objectiv e          

for the single research organisation is to ensure efficient and effective operations at 

strategic, program, procedural and detailed levels, with savings in overall costs.  

The SRA Research Funding Panel will be a key and unique feature of Sugar Research 

Australia management of application of funds.  ASA envisages further articulating the  

role and process of the Panel during the definition period from April 2012, ideally 

involving experts on the proposed interim Sugar Research Australia committee.    

The SRA Research Funding Panel will be key to the development and professional 

conduct of a larger sugar industry competitive research funding program including 

shaping of research programs and robust evaluation of proposals from all providers 

including  within SRA, and ensuring alignment with  priorities [Part 3.4].  

The onus will be with both the SRA Board and the SRA Panel to make the research pool 

process work as intended , including to ensure transparent R&D project review, selection 

on merit against p lans, and to report fully for stakeholders including government.  

Provisions articulating this responsibility will be developed, in discussion with DAFF, for the 

Constitution , the Agreement and/or a Memorandum of Understanding.   

e.  Plans, reports and revi ews of performance  

SRA will develop plans and reports as required by the Corporations Act, Constitution, 

Statutory Funding Agreement, protocols and/or MOU with Industry and as needed for 

effective communication with stakeholders [3.1] . These will include:   

¶ the SRA Strategic Plan and Annual Operating Plan as required in the Agreement  

¶ associated plans including for Risk Management, Fraud Control, and Intellectual 

Property Management  

¶ Annual and other reports in accord with all requirements.  

Consultation wil l be expected with the industry, Government and other stakeholders ,             

with attention to issues, priorities and processes. This will be a key to ensuring SRA meets 

expectations including of spending funds for the benefit of Australian Sugar Indust ry 

participants and of the Australian community [5.2.c] , and that activities remain 

representative of the Industry's R&D and research -based services interests.   

Formal Performance Reviews as expected of IOCs, usually three yearly, will be new for 

sugar in dustry research management, and welcomed by ASA.  While evaluations of 

research are conducted, neither SRDC nor BSES undertake performance reviews in the 

terms set out in Statutory Funding Agreements, i ncluding evaluat ion of performance in 

meeting obligatio ns under the SFA, and of delivery of the benefits to sugar industry 

participants and the Australian community generally foreshadowed in plans.  
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f.   Sugar Levy and Levy Polls     

ASA understands arrangements for statutory levies are set out in various instr uments 

including, for some industries, regulations on frequency of levy polls and how they are to 

be conducted, with reference to this in the SFA. 49 These provisions appear to link to issues 

in the history of forming the IOCs.  Other industries with IOCs un dertake levy polls, in line 

with the Levy Principles and Guidelines , only when it is decided to seek a levy increase. 50  

Having considered models for polls, plus background to this industry and the RD&E 

reform process, ASA proposes the following features with regard to a Sugar Levy poll :  

¶ The initial Sugar Poll to be conducted in 2012 in relation to formation of Sugar 

Research Australia with a target commencing date of 1 July 2013, plus a new            

Sugar Levy and associated changes.  

¶ At the end of the t hird year from SRA commencement, a formal Performance Review 

is to be c ompleted  with subsequent Performance Reviews to be conducted each 

third year.  

¶ Cases for change to the Sugar Levy, or components if any, are to be put after a 

Performance Review .  

¶ The Performance Review findings plus Board assessment and response  are to be 

presented  to the SRA delegates .  

¶ If the re is no recommendation for a levy change, delegates may accept the 

recommendation or decide to call for a Sugar Levy poll.  

¶ If a levy change is recommended , and this is supported by the delegates, the change 

would be taken to a Sugar Levy poll under the Levy Principles and Guidelines.  

¶ A Sugar Levy Poll is to include three levy options, one of which is to be a zero levy .  

¶ Each Sugar Levy Poll is to be overseen by an independent returning officer.  

It is proposed that the Sugar Levy Poll criteria be referenced in the Statutory Funding 

Agreement with details in a Schedule, including specifications of process for review of 

features of the Sugar Levy Poll arrangements. The procedures would include  the 

establishment of a Sugar Poll Advisory Committee before each Poll.   

For the formation poll, b ased on implementation of the Sugar RD&E Reform program, 

including restructuring of BSES Limited and S RL, CANEG ROWERS and the Australian Sugar 

Milling Council, through the Australian Sugar Industry Alliance have endorsed initial 

Industry funding for Sugar Research Australia, on formation, of 70 cents per tonne for 

three years, collected by statutory levy, half from  the grower, half from the miller [5.1.d] .  

Associated financial projections are developed and discussed in Part 4. 

                                                
49 In particular, the Dairy Poll (Dairy Produce (Dairy Service Levy Poll) Regulations 2006, and the Wool Poll (Wool Services 
Privatisation (Wool Levy Poll) Regulations 2003.  

50 For instance, an Australian Pork Limited Forum in Nov 2009 decided to progress a levy increase proposal. Consultation and 
voting took place over Aug-Sep 2011. A proposal for increase was submitted to the Minister 3 January 2012.  
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Australian Sugar Industry                                                                                                               
Statement on Priorities for Research 2011 ς 2014.

The Australian Sugar industry Alliance (ASA) is providing this statement 

on research priorities to research organisations as guidance for 

planning and allocation of Industry funds over 2011 to 2014.  

ASA antic ipates implementing major and vital reforms to sugar 

RD&E arrangements and performance by 2013 -2014. Processes will 

need to be further developed for incorporating Industry priorities into 

R&D planning, iterative consideration of proposals including longer 

term investments, and extending and branding research outcomes.  

This statement has been distilled from analysis of industry -researcher  

workshops and review of research entity plans and government  

priorities (30 documents), as well as more than 100 intervie ws and 

written  inputs  from industry groups and individuals during 2011.   

Three dimensions to the challenge of aligning R&D activity with 

Industry priorities have been identified in this analysis:   

A.  KEY ISSUES for action through focussed research  

B.   TYPES of RESEARCH ACTIVITY  

C.  RESEARCH PERFORMANCE and management. 

ASA is providing a weighted set of priorities for each of these dimensions  

of research planning and for reviews of current projects and gaps.  It is 

anticipated research organisations expe nding sugar  industry funds  will 

develop criteria and measures that ensure alignment of programs and 

projects with these priorities.  

The Industry is not listing sub -elements or themes as there is a need for 

focus on top -level objectives. The challenge is w ith research entities in 

planning, and researchers in proposing projects, to show how strong 

outcomes should be generated for the industry.  Overall, the Industry is 

looking for a higher proportion of larger projects, targeting step change 

results, rather t han numerous smaller incremental change projects . 

 

A.  KEY ISSUES for action through focussed research  

It is generally acknowledged that the Sugar Industry R&D spend has 

been spread over too many topics. In part, this echoes work -shops 

where participants  try to ôcover everything and more'.  

Over 2011 -2014, while RD&E is restructured, Industry R&D funding 

should be focussed on inventive programs and projects designed by 

researchers to address three major, linked, issues.  The single major 

challenge is the r eduction of industry size by 18 -20% since 2002, to a 

point where a number of mills face viability questions.  

Issue 1.  Industry growth ð need to stop decline and build to 36 mtpa.  

Issue 2.  Cost and profitability of sugarcane and sugar production, 

across different farms types and mills.  

Issue 3.  Environmental and regulatory pressures including water.  

To sharpen focus, the Industry is placing a low priority on use of Industry  

funds for research into diversification of cane uses and new products. 

Funding ou tside the Industry is accessible for such commercial RD.  

KEY ISSUES for research action Priority weighting  

Industry growth ï need to stop decline and build to 36 mtpa including 

by R&D to increase yield and achieve step change in productivity. 
40% 

Cost and profitability of cane and sugar production, across different 

farms types and mills, including by R&D on efficiency along the chain  
35-40% 

Environmental and regulatory pressures including by R&D into water, 

chemicals, and technologies/systems to lift environmental sustainability  
15-20% 

Diversification ï biomass, fuel, new products. 0-10% 
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B.  TYPES of RESEARCH ACTIVITY  

Many think of priorities in terms of types of research and associated  

anticipated outcomes, so Industry views on strategic alignmen t 

include a level of expectation around weighting of forms of R&D. 

Research managers also think in terms of balance of research type.  

Based on consideration of multiple Industry and researcher 

statements, the following weighting for Industry investment in types of 

research is provided as guidance for research planners and 

researchers in use of Industry funding over 2011 to 2014.     

TYPE of R&D A description                            Priority 
weighting  

Variety 
development   

delivery of new more productive varieties to the industry with 
appropriate disease and insect resistance, milling and sugar 
quality, and usages such as biomass where weighted 

25% 

Plant Breeding 
ï molecular   

plant breeding research including DNA markers, GM 

technologies/ varieties and seed and tissue propagation   
20% 

Biosecurity breeding trials for disease, disease study, quarantine  5-10% 

Environment, 
water, farming 
systems  

sustainable cane production, future cane production 
systems, innovative ways of facilitating adoption on-farm 25% 

Milling and 
supply  

milling processes and systems, transport, harvesting, 
supply arrangements, including quality 

10-15% 

Social, people 
and adoption  

development of individuals, networks and social capacity, 
industry, regions, communities  

10% 

Analytical 
technologies 

chemical analysis of sugar and other cane products, Near 
Infra-Red 

0-5%1 

Alternate cane 
uses, biomass 
by-products 

Investigation of alternate uses for sugarcane biomass 
including fuel, by products from cane, other sugar products 0-5%1 

 

 

C.  RESEARCH PERFORMANCE and MANAGEMENT  

Rural industries expect outcomes from investment in research.  In 

general, Australian rural research tends to the applied, with industries 

expecting researchers  to put forward well -designed projects with a 

strong l ikelihood of both research success and user uptake. A level of 

risk is recognised but overall, useful outcomes must be achieved.  

Industry participants want R&D strategy and funding usage to be 

aligned with priorities and to make a difference to industry p rospects. 

It is reasonable to expect 80%+ of projects to deliver forecast results, 

including at key stages taking into account timelines for some R&D.  

ASA is looking for increased performance, greater accountability and a 

more rigorous evaluation of resea rch.   The Sugar Industry has been 

grappling with research  decision -making processes, multiple entities 

and costs. From 2011, the Industry is placing high priority on RD&E 

reform. With further development of industry -research interfaces, a 

range of tools in cluding economic evaluation of risk -returns, research  

success and  adoption could be used to develop cases for higher risk 

projects and longer term programs.  Potential of collaboration across 

industries is also recognised but this is a low priority for 2011 -14.  

RESEARCH PERFORMANCE expectation  Priority weighting 

Results achieved and delivered, demonstrable 
Industry outcomes from 80%+ of projects  

HIGH 

Strategic alignment with priorities  HIGH 

A single R&D project review pathway and 
project portfolio with minimal duplication  

High 

Robust and efficient program management High  

Transparency of process and projects  High 

Industry-wide benefits (75%+ of mill areas)  Medium  

Higher risk, blue sky, long-term research  Low, pending new structures 

Collaboration across rural industries  Low, pending new structures 
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Appendix 2.  Statements and news reports   

Refer www.canegrowers.com.au  www.asmc.com.au/  

 
UPDATES ON RESEARCH REFORM PROCESS 
 
17 February 2012: Sugarcane growers urged to attend 
important research reform meetings (ASA media release) 

Sugarcane growers and everyone interested in a strong 
future for the sugar industry are being urged to attend 
meetings in their local district in March to learn more 
about reforms underway for research in the Australian 
sugar industry including local approaches to extension 
and services. é 
 
24 January 2012: 2012 marks year of sugar research 
reform (ASA media release) 2012 will be a watershed year 
for Australiaôs sugar industry as reforms to its research 
and development (R&D) model create a single and 
sustainable sugar research organisation with a larger 
research funding pool. é 
 
04 January 2012: BSES moves on sugar RD&E 
reforms: necessary for strong future (BSES Limited 

media release) BSES Limited today announced its plans 
for transitioning into the proposed new RD&E structure for 
Australiaôs sugarcane industry. The changes, developed 
through the Australian Sugar Industry Alliance (ASA) and 
to be implemented over 2012-13, aim to revitalise, 
strengthen and streamline research, development and 
extension to ensure the industryôs continued viability. é 
 
21 December 2011: Research reforms start delivering 
for sugar industry (ASA media release) This week, sugar 
cane growers will receive a letter from BSES Limited on the 
changed service fee arrangements for 2012. The service 
fee is collected by BSES from growers and millers to fund 
a range of activities including plant breeding and variety 
development. é 
 
15 December 2011: ASA leaders outline vision for 
sugar research reform (ASA media release) A single, 
streamlined sugar research organisation will modernise 
Australiaôs sugar industry by funding more research to 
keep the industry competitive and sustainable, Australian 
Sugar Alliance Chair Alf Cristaudo said this week after 
key industry meetings. é 
 
14 December 2011. Sugar extension changes to 
bolster advice access (Item Queensland Country Life) 
The network of potential local sugar cane advisers is 
being bolstered to expand the range of one-on-one 
advisory services cane growers can access from 2012 
through productivity groups and commercial providers.  
The Sugar Advisory Services Development Program 
(SASDP) will operate through 2012 to upskill all types of 
potential advisers in sugar cane and milling. é  
 
12 December 2011: Reforms to modernise sugar 
industry R&D underway: progress report (ASA media 

release)  Reforms to the Australian sugar industryôs 
research and development model have begun, paving the 
way for a single, sustainable and streamlined industry 
research organisation with a larger funding pool. é  
 
28 October 2011: A new era for sugar industry R&D 
announced today (ASA media release) The Australian 
sugarcane industry today has revealed a comprehensive 
plan to strengthen and streamline the research, 
development and extension (RD&E) function. The 
changes more than double the industryôs contribution to 
funding R&D from $10 million in 2005/06 to $21 million in 
2013/14, creating certainty in the delivery and funding of 
core RD&E activities. é 

 

 

 

These statements and indicative reports follow.  

http://www.canegrowers.com.au/
http://www.asmc.com.au/
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