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MARKETING OF EGGS AMENDMENT BILL 2004 
Second Reading 

Resumed from 24 June. 
HON BRUCE DONALDSON (Agricultural) [2.00 pm]:  This Bill amends the Marketing of Eggs Act 1945 and 
provides for the expiry of the Act and the dissolution of the Western Australian Egg Marketing Board before 31 
December 2005.  The expiry of the Act will fulfil the State’s national competition policy obligations on egg 
marketing.  I guess we, as legislators in this place, have always been cautious about deregulating any industry.  
We want to ensure that the decision we make is the right one.  We do not want to finish up with egg on our face!   
Several members interjected. 
The DEPUTY PRESIDENT:  Order, members! 
Hon BRUCE DONALDSON:  This Bill has had quite a long gestation period.  The Government has 
acknowledged the significant impact that the Bill will have on the industry and the 107 licence holders who hold 
base hen quotas under the Act.  Part of the structural reform of the industry is to meet National Competition 
Council principles.  The NCC has offered a restructure package of $8.75 million, which equates to about three 
years worth of national competition payments.  If I recall correctly, the Government will be denied about 
$3.75 million a year if this deregulation does not take place.  Cabinet made a decision on 25 May this year to 
move to and complete a transition arrangement by 31 December 2005.  In the lead-up to that arrangement, the 
Minister for Agriculture, Forestry and Fisheries set up a transition advisory committee, which went into the 
detail of what was to occur so that the Poultry Farmers Association of Western Australia would understand what 
was involved.  At the time many members of the association were concerned and a bit disappointed at the 
manner of the announcement of the deregulation of the industry, because the Government’s original transitional 
policy stated that the transitional arrangements would run to December 2007.  The Government then went about 
setting up this legislation, part of which must comply with national competition policy.  It included a public 
interest test with which the National Competition Council did not agree.  The NCC did not agree to extend the 
date and put pressure on the Government to pass the legislation and complete the deregulation in compliance 
with national competition principles. 
A paper on the public interest of delaying the deregulation of Western Australian egg marketing until 2007 was 
presented to the National Competition Council on 13 February 2004.  When I looked through that paper I found 
a most interesting graph that the Government had submitted of the shares in Western Australia’s retail egg price.  
In 1995 producers were receiving about 58 per cent of the retail egg price, Golden Egg Farms was getting about 
18 per cent and the balance of the 100 per cent went to the retail sector.  In 2002 the producers’ figure came 
down to about 38 per cent, Golden Egg Farms’ share was fairly constant and the share of the retail sector had 
increased to about 55 per cent or 56 per cent.  Therefore, the retail sector has gained significantly between 1995 
and 2002. 
Hon Kim Chance:  That coincides with the introduction of the national buying contracts. 
Hon BRUCE DONALDSON:  Yes, but it was interesting to look at that graph.  The second graph indicated egg 
prices versus the Australian average range of prices between 1992 and 2003.  In WA the price has gone from just 
below $2 a dozen in 1992 to the current price of about $3.80.  The Australian average has been running below 
that; dipping down to about $3 and moving up to about $3.25.  There are highs and lows, of course, even in 
Western Australia.  However, the graphs give some indication of what happens when an industry is deregulated.  
We found with the milk industry that there are sleepers in the system, and we are finding it with the egg industry.  
I am talking about the two major supermarket chains, which have the ability to control the market in one way or 
another.  Under the new arrangements, the Egg Marketing Board will expire and a new company - known as 
NEWCO for the benefit of this debate - will be formed.  It will be a publicly unlisted company and the 
shareholders will be the people who are currently involved in the poultry industry.  A total of 50 per cent of the 
shares will be allocated to base quota entitlements and 50 per cent on the basis of production supplied to Golden 
Egg Farms and the new company.  There is about $10 million worth of assets in the Palmyra Golden Egg Farms 
complex.  Most of that worth - not all, but certainly a large chunk of it - is in the land content, which is quite 
valuable.  It is not a run-down operation by any means.  It is in good shape and quite capable of managing the 
changes that will occur. 
A letter dated 22 April 2004 was sent to the Government from the National Competition Council.  When I read 
through the five pages I had to unscramble the bureaucratic speak from what was being said.  However, on the 
last page Wendy Craik, the President of the NCC, stated -  

In conclusion, the Council is likely to accept that legislating for the full deregulation of egg supply and 
marketing restrictions by December 2005 would meet Western Australia’s competition policy 
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obligations (albeit belatedly), and hence sufficient to avoid a further penalty recommendation in the 
2004 NCP assessment.  At this point, however, the Council has not been presented with a sufficiently 
robust public interest case to justify a delay in reform past December 2005.   

Reading page after page of the bureaucratic letter, one must unscramble the fiction and the bureaucratic speak to 
get to the conclusions.  

Hon Kim Chance:  One should also not count chickens before they hatch.  

Hon BRUCE DONALDSON:  Most certainly not.  They probably poached this from another document, and just 
changed the wording.  That is very important to understand.  

Hon Simon O’Brien:  Is the wording scrambled?  

Hon BRUCE DONALDSON:  I had to unscramble it to find the facts in this piece of bureaucratic information.  

In December 2002, the national competition policy legislation review of the Marketing of Eggs Act 1945 was 
conducted by the Department of Agriculture.  The recommendations that put to Cabinet read, in part - 

Suitable transition arrangements need to be developed between Government and the industry to allow 
growers to restructure with as minimal disruption costs as practical, leaving the industry with a structure 
to provide the maximum benefits to Western Australians. 

The examination of the direction of market forces and the risks to the industry have led to the following 
recommendations:  

This is what the Government was chasing in that public interest benefit test to the NCC.  The document 
continues - 

•  the legislation currently regulating the industry should be amended to terminate no later than 30 
June 2007; 

•  the interim period should see the strict enforcement of the powers of the Act to control supply; 

•  a privatised structure for the Board should be the model for the Western Australian industry with 
the assets of the Board transferring to the new company; 

•  the assets of the board be distributed as shares in the new company amongst growers in proportion 
to a combination of their ownership of quota and throughput to the board;  

•  the privatised Board should initially offer supply contracts to producers in relation to the quota held 
and throughput to the Board; and 

•  mechanisms for compensating those seeking to surrender quotas and leave the industry earlier 
should be developed.  

That was the basis of what the poultry farmers at the time saw.  As time has gone on and the issues have been 
directed, it is my understanding from discussion with the Poultry Farmers Association that they have accepted 
the package that has been put up and want to get on with the change, because it had to happen anyway.  I am 
sure the minister will comment on this, but in the second reading speech he said -  

The adequacy of the amount of the adjustment package and its capacity to adequately assist all 
producers has been questioned by the WA Poultry Farmers Association, and I will continue to receive 
and consider any information on this issue that is presented to me.  I will not rule out the possibility of 
consideration of further assistance measures to the industry in the future depending on the impact of 
deregulation on the industry.  

I realise that we cannot gaze into a crystal ball to find out whether that will even occur.  The reform package 
might be sufficient, and it would be very hard for the minister to put a dollar value to something that has not 
actually happened.  However, it was interesting to see that comment, and I think it has probably assisted the 
poultry farmers in considering their acceptance of the change, to know that, if the impact was greater than was 
expected, further assistance may be required to ensure that there is a seamless transfer and that egg production in 
Western Australia will not be affected.  People leaving the industry as it is restructured will get the benefits and 
will certainly not be short-changed.   

One of the interesting points has been to consider what would happen in the case of the tendering arrangements 
of Woolworths or Coles.  I do not think this would happen with this particular group, which is the AAA Egg 
Company Ltd, producing over a third of the eggs in Western Australia.  What would happen if, for argument’s 
sake, the directors of the AAA Egg Company changed - probably more than 20 people are involved at the 
moment - and Coles or Woolworths called for tenders to get a better price?  I say that this would probably not 



Extract from Hansard 
[COUNCIL - Thursday, 19 August 2004] 

 p5231a-5249a 
Hon Bruce Donaldson; Deputy President; Hon Murray Criddle; Hon Dee Margetts; Hon Paddy Embry; Hon Kim 

Chance 

 [3] 

happen at the moment because they are too heavily involved with the existing structure and also with the new 
company, which will have a significant holding.  It is a hypothetical situation.  It worries me at times that the 
major supermarket chains could actually tip the balance in what is being attempted in a fair and equitable way 
for all concerned.  It worries me a bit, because there will be consolidation.  I think that is already occurring.  The 
AAA Egg Company may already have taken over another complex, as I understand it.  There is that concern 
because the supermarkets did the same thing with the dairy industry.  I know the supermarkets used milk as a 
loss leader marketing arrangement, because the milk is always down the bottom end of the store.  They are not 
interested in how much milk they really sell; it is more a case of getting people to walk down those aisles.  
Suckers like me see something new on the shelf and decide to try it, so I am sent to purchase half a dozen items 
and I come back with 12.   

Hon Barbara Scott:  Spending the housekeeping?  

Hon BRUCE DONALDSON:  That is what my wife keeps saying to me.  She says that I spend her money 
quickly.  

Hon Kim Chance:  It is a bloke thing.  They should never send us shopping.  

Hon BRUCE DONALDSON:  That is quite true. 

The Government set up a transition advisory committee which presented a final report in July 2004 to the 
minister and to the Government.  The recommendations in that report were very much in line with the original 
draft report.  Page 9 of the report states -  

•  the assets and liabilities, minus transition costs, of the WA Egg Marketing Board will be 
transferred in a tax effective manner to a producer-owned and controlled egg marketing company 
on or before 31 December 2005; 

The transition costs will be something in the order of $250 000.  The document continues - 

•  the transitional provisions will include an exemption from State taxes for certain transactions, 
including stamp duty; and 

•  the Stock Diseases (Regulations) Act will be amended to provide for the establishment and 
maintenance of a register of egg farms.  

Having regard to these decisions, the TAC recommends that the principles of the new company include: 

1. A producer be defined as a person who has a base quota or a delivery contract.  

2. Shares should be distributed on a combination of base quota (50%) and deliveries (50%): 

This is in line with the draft.  

Hon Derrick Tomlinson:  Does that mean that if you do not have a quota, you may not sell eggs? 

Hon BRUCE DONALDSON:  Yes, that will be possible in the future, but you will not be protected by quota.  
The quotas will actually disappear in that sense.  The document continues - 

- in its consideration of shareholding in the new company, the TAC was aware that “dry 
shareholders” would emerge and could impact on the future focus of the company.  This 
principle is designed to reduce the problem of dry shareholders, - 

Hon Derrick Tomlinson:  Does that mean that if you are not a producer with a quota, you are disqualified?  That 
means that you cannot sell your eggs.  

Hon BRUCE DONALDSON:  Such a person would not have any eggs to sell.  

Hon Derrick Tomlinson:  You are only a producer if you have a quota. 

Hon Kim Chance:  It is a matter of putting the producer before the egg. 

The DEPUTY PRESIDENT (Hon Jon Ford):  Order, members!  Hon Bruce Donaldson has the call.   

Hon BRUCE DONALDSON:  I will commence that recommendation again - 

- in its consideration of shareholding in the new company, the TAC was aware that “dry 
shareholders” would emerge and could impact on the future focus of the company.  This 
principal is designed to reduce the problem of dry shareholders, and upon incorporation align 
the ownership of a company to those producers who are utilising the services of the company; 
and  
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- the TAC recognises that this principle is at variance with the originally stated position of the 
PFA, however, it goes part way to reward past quota holders, and encourages producers to 
support the new company.  It is in line with the Government’s recognition of the 
recommendation in the NCP review report that “the asset of the Board be distributed as shares 
in the new company amongst growers in proportion to a combination of their ownership of 
quota and throughput to the Board”. 

Those recommendations in the final report were conducive to what was happening.  The recommendations 
continue - 

3. Contracts should be issued by NEWCO based on a producer’s deliveries for a predetermined 
period.  This will include Centrally Invoiced (CIV) deliveries.   

4. Shares and contracts can be traded between existing and new shareholders providing a 
mechanism for shareholders wishing to expand or exit the industry.  

5. The Board of the company will have five directors: three elected producer directors and two 
independent directors invited by the producer directors who will then be ratified by 
shareholders at the next General Meeting.   

There is also reference to a proposed constitution, which I will not go into, and reference to some comments 
about the original draft report.  One of the issues raised concerned the restructure package.  It was not called a 
compensation package, because that has tax implications.  That was better terminology. 

Hon Murray Criddle:  An adjustment package. 

Hon BRUCE DONALDSON:  Yes.  I thank Hon Murray Criddle.  Another question that my colleague Hon 
Murray Criddle and I have raised concerned the tax implications.  Prior to 1985 there was a base quota and there 
would not have been a capital gains tax.  Is that restructure package subject to income tax?  What are the 
implications for the new company?  Once it changes its structure from a statutory board it is exempt from 
income tax, but because it becomes a company it will automatically be subject to the 30c in the dollar company 
tax.  What implications will that have?  I do not know what the company’s bottom line is.  I understand it had a 
$30 million turnover, but I do not know what the bottom line is. 

Hon Kim Chance:  This is an important question and I will make sure it is addressed. 

Hon BRUCE DONALDSON:  Will the transfer of those shares, which are part of that $10 million asset, be 
classified as capital for those poultry farmers?  The way it has been split, 50 per cent for quota and 50 per cent 
for delivery, it could be said that they are getting free shares. 

Hon Kim Chance:  The answer to that is that it can go either way, depending upon the way the transfer is 
structured.  The honourable member will recall the Bill we put through earlier this year dealing with the Western 
Australian Meat Marketing Association shareholding when it went through the same process. 

Hon BRUCE DONALDSON:  Yes.  I am sure it has been looked at. 

Hon Kim Chance:  The answer is that it can go either way.  However, we intend to structure this on a similar 
process to the WAMMCO devolution. 

Hon BRUCE DONALDSON:  Okay.  I am sure a few people will be very happy about that.  When it was 
announced that that was what the Government was proposing following the national competition policy review 
that started in 2002, and Cabinet announced in May of this year that the deregulation would take place, the 
licence was based on the number of hens a person had or valued at approximately $30 a bird. 

Hon Simon O’Brien:  I thought it was about $36. 

Hon BRUCE DONALDSON:  Some sales were around $35.  We are just using an average of $30.  It was halved 
after that announcement.  It was worked out between the poultry farmers and the Government that that 
restructure package of $8.75 million, given the number of birds involved in these licences, would amount to 
approximately $7.30 a bird.  If someone were to buy up someone else’s quota or licence, which is happening at 
present, he would be paying about $15 a bird, but the person wanting to exit the industry would probably be 
topped up by part of that compensation package.  Golden Egg Farms will eventually change into a new 
company.  There is also a guarantee that the workers will be protected.  I could not imagine that they would have 
to get rid of too many people, because it should be business as usual.  If someone had shares in the company, he 
would probably continue to deal in the existing manner.  At the end of the day, it would be in his best interests.  
It is not much use running a company if people are going to bypass it.  If someone puts in for a tender from 
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Coles or Woolworths and is bypassing his own company in which he holds a heap of shares, the company may 
not last very long.  It is really up to the producers to support this. 

Hon Kim Chance:  It is also dependent on the skill of the new company management. 

Hon BRUCE DONALDSON:  Yes. 

Hon Kim Chance:  If they leave loopholes all over the place to encourage people to trade outside of the system, 
it will quickly erode the value of the system.  I am thinking particularly of organic eggs and special niche 
markets.  NEWCO will have to be very careful that it is able to pick up all of those niche markets. 

Hon BRUCE DONALDSON:  Yes.  The transition advisory committee will be working closely with the new 
board as it is established to ensure that there is a seamless transfer of management.  I guess some of the Golden 
Egg Farm directors could be involved in the new board, but there is a wide range of expertise on the transition 
advisory committee.  That is important because when it is all set up and registered, the new company - NEWCO 
- will be on its own.   

The minister has already indicated by letter or in his second reading speech that he would put a mechanism in 
place to assist Golden Egg Farms.  What mechanisms was he thinking about?  Was he thinking about leaving the 
transition advisory committee to work with the new board until it is up and running?  Was it some other idea 
concerning the workers?  I am not sure.  I am interested to know what the minister was referring to.  

Hon Kim Chance:  Will you read that again? 

Hon BRUCE DONALDSON:  The minister said he would put in place mechanisms to assist Golden Egg Farms 
with this transition.  The poultry farmers have asked what mechanism the minister was talking about.  They said 
that a dollar figure would be better!   

Hon Kim Chance:  We are providing a dollar figure.  The statement about assisting GEF with the transition 
relates to legal advice, taxation rules and things of that nature.   

Hon BRUCE DONALDSON:  That is what is happening now.  I understand RSM Bird Cameron has provided 
some advice.  However, at the end of the day the Australian Taxation Office will make a ruling.  

Hon Kim Chance:  I think there are no less than three private ruling applications.  

Hon BRUCE DONALDSON:  As the adviser said this morning, one of the difficulties is that, if a federal 
election is called, no tax rulings will be made until the new Government is established.  Is that convention?   

Hon Derrick Tomlinson interjected. 

Hon BRUCE DONALDSON:  Pardon; I missed that.   

Hon Kim Chance:  Hopefully the Hansard reporter missed it as well!   

Hon BRUCE DONALDSON:  Oh!  Apparently it is the convention to suspend taxation rulings once an election 
has been called.  I suppose we can understand that, although I thought the Australian Taxation Office was 
independent so I do not know why it should stop making rulings.  Can the minister imagine why it should stop?   

Hon Kim Chance:  I can’t.  

Hon BRUCE DONALDSON:  Does that mean that the federal Treasurer of whichever Government must have 
some say at the ATO?   

Hon Kim Chance:  That could not possibly be true.  

Hon BRUCE DONALDSON:  According to the figures on the graph illustrating the share of the cost of eggs, the 
retail side had increased dramatically and the price for the producers had come down.  The largest egg farm in 
Western Australia is the AAA Egg Company Pty Ltd, which received very low returns for about 18 months 
because of high grain prices.  The owners of that farm felt that it was a difficult time, although it has a huge 
turnover.  Its operation is state of the art and its development is a credit to the owners.  Its biosecurity is excellent 
and has been designed to ensure that Newcastle disease does not sweep through the poultry industry in Western 
Australia.  

When I think about deregulation, I ask myself whether the consumer will benefit.  The consumer may not 
benefit.  What worries me more than anything else is whether the producer really benefits at the end of the day.  
Will the downward spiral in producer returns continue?  I acknowledge that egg farming is a business and people 
in business face risks.  However, it concerns me that outside forces could have an influence on producers’ 
returns.  It is important.  On one hand, grain farmers welcomed the lift in grain prices because it gave them a 
reasonable return.  However, at the same time our fellow farming colleagues in the poultry - and dairy industries 
who buy supplement feeds - faced quite high additional costs when the price of grain moved up at a fairly rapid 
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rate.  Although that does not have a great deal to do with deregulation, I was concerned when I saw the graph 
provided to the National Competition Council on the public benefit test.  

The minister said earlier that egg farmers would be exempt from stamp duty on the transactions involved in the 
transfer of the business to the board to the producer-owned company, as long as the legislation is passed in time.  
That is pretty important, and it will amount to a considerable sum of money.  

Hon Kim Chance:  The Government usually accepts that that is a reasonable thing to do because of the windfall 
nature of the stamp duty liability that would arise.  When we are forcing an industry into deregulation, it is 
considered to be rubbing salt into the wound to then take a windfall on stamp duty.  

Hon BRUCE DONALDSON:  The Bill also amends the Agricultural Products Act 1929, the Constitution Acts 
Amendment Act 1899, the Financial Administration and Audit Act 1985 and the Statutory Corporations 
(Liability of Directors) Act 1996.  It seeks to delete reference to the Western Australian Egg Marketing Board 
from schedule 1 of two of those Acts.  The Bill also deletes that reference in schedule V part 3 of the 
Constitution Acts Amendment Act.  It also amends section 10(2)(j) of the Stock Diseases (Regulations) Act as 
follows - 

(a) after “or for the” by inserting - 

“production of eggs or the”; 

(b) by deleting “for the purpose of hatching”.   

Those changes also seek to protect biosecurity arrangements and ensure that the register of egg production is 
established for the purpose of disease eradication, prevention and control.  I suppose I should have said at the 
outset that the Opposition will support the Bill.  As I said, poultry farmers are reasonably comfortable now, 
although a few may not be.  I hope that the outcome of this deregulation is more successful than the deregulation 
of the dairy industry.  However, there is quite a bit of difference between the two so I will not try to compare 
them.  I wish the poultry industry well.  Some very capable people work in the poultry industry who will ensure 
that deregulation works.  Those people will probably become involved in the new board in one way or another.  

Deregulation can result in “right sizing” of the industry, if I can call it that - small egg producers are no different 
from any other small farm - by prompting farmers to decide whether they can remain financially viable by 
staying on their farm or shutting the gate and hoping they can hang on.  People do want to exit the industry.  
Surprisingly, we found that people wanted to exit the rock lobster industry.  We have found the same thing in the 
poultry industry but that has been happening anyway.  The poultry farmers who pooled their licences to create 
the AAA Egg Company are to be congratulated.  They have installed state-of-the-art facilities.  They have 
allowed about a kilometre between the actual egg farm and where the new grow-outs for the replacement hens 
are situated.  They have developed an excellent biosecurity system, and that is important.  I was impressed also 
with the silos that control the feed input into the poultry shed.  They are on a set of scales so they know the exact 
weight of grain remaining in the silo.  They know whether the feeding rate has gone amok so that they can make 
sure that it can be fixed rather than have food pouring in unrestrained due to a computer error.  A worker can 
take the readings of the silos as they walk past so that they can phone through the replacement figures to the 
stock feeders who supply them.  It is very well managed and controlled.  Once the right button has been pushed, 
it takes about an hour for all the eggs from the shed that is the furthermost distance away, containing some 
30 000 hens, to be emptied into the sorting and collection point.  It is fabulous to watch.  I will talk about my 
youth when I attended Gosnells Primary School just after the war years.  Before my father came home from the 
war, I remember being seven or eight years old and collecting eggs.  We had a poultry farm and citrus orchard at 
Gosnells that my mother used to run along with looking after all of us kids.  Every Saturday morning we were 
shoved off to the chook houses to get all the manure off the concrete floors -  

Hon Paddy Embry:  In bare feet, honourable member?   

Hon BRUCE DONALDSON:  I was in bare feet in those days.  Then we had to transfer that manure out to the 
citrus trees.  It could not be put too close to the root system -   

Hon Derrick Tomlinson:  You would not do that now; the minister would be onto you! 

Hon BRUCE DONALDSON:  I know, but this is what happened.  In those days all of us kids had hoes that had 
three, four or five prongs.  As we got older, we got to use a five-pronged hoe.  My sister was a year younger than 
I was, so she used a three-pronged hoe.  I can always remember hoeing the manure into the soil and then setting 
the sprinklers going to water it in.  It is a far cry from what I saw at the AAA Egg Company Pty Ltd.   

Hon Bill Stretch:  You had to wash your feet at the same time.   

Hon BRUCE DONALDSON:  Mum would make sure that we washed our feet before we went to bed that night.   
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Hon Derrick Tomlinson:  What did the AAA egg farm do with its droppings?   

Hon BRUCE DONALDSON:  It is air blown continually and collected on a conveyer belt.  When the chooks are 
resting, the conveyer belt quietly starts up and moves all that manure to the output area, and it is dry manure by 
the time it gets there.  This is state-of-the-art technology and -   

Hon Derrick Tomlinson:  For six months of the year it’s broadcast as organic fertiliser on a property at Gingin, 
but for the other six months of the year they can’t do anything with it.   

Hon BRUCE DONALDSON:  The member is introducing some problems.  All I can say is that this is the way of 
the future.  I take my hat off to that company for what it did.  It was visionary at the time, but it was not done 
without a lot of nervous times.  That company had to raise a lot of money.  At its opening, I sat next to 
Commonwealth Bank people, one of whom I knew - the Minister for Agriculture was also there.  This guy said 
to me that he hoped this business would come off.  He said that he thought it had because it had come together 
well, but not without some nervous moments.  He said that the bank had stuck with it because the people running 
the business were determined to make it succeed, which made a big difference.  I am pleased for their sake, and 
for the Commonwealth Bank for making sure that that finance was available for the business to commence; I 
think it is excellent.   

I know Hon Murray Criddle would like to say a few words on this Bill.  The Opposition supports the Bill and it 
wishes the industry well in this transitional period.  I hope the minister will keep his finger fairly on the pulse, 
and, if there is need to give further assistance, I am sure that that will be forthcoming.   

HON MURRAY CRIDDLE (Agricultural) [2.44 pm]:  I will not speak for long because Hon Bruce Donaldson 
has eloquently outlined the position of the Opposition.  As the National Party representative for the coalition, I 
concur with supporting the Bill on the recommendation of the industry.  Although it points out that initially it 
was not supportive of the legislation, it has come to the conclusion, after the transition advisory committee was 
involved, that this is the way the industry should go.   

I was very thankful for the briefing we had this morning.  Mr O’Loughlin from the Department of Agriculture 
outlined the position of the department from the minister’s point of view, and he did a very good job.  I have also 
spoken to the President of the Poultry Farmers Association, Mr John Simpson, and also by phone to Mr Peter 
Bell, Managing Director of the AAA Egg Company Pty Ltd, and they have indicated the sentiments as I just 
expressed them with regard to the movement forward and the views of the transition advisory committee of 
which they were members.   

Some country people have reservations about when there will be a distribution on the basis of a 50 per cent hen 
licence, but the point that becomes an issue is the 50 per cent delivery throughput contracts upon which the other 
half of the shareholding will be based.  Although they will not be participants in that process, I realise that they 
currently sell outside the Golden Egg Farms organisation, and, therefore, they will be getting a benefit outside 
the organisation.  I understand that the Golden Egg Farms commercial valuation is around $10 million or 
$11 million, so that will flow to the shareholders who are producers.   

Although the transitional costs were put to me by Mr Ed O’Loughlin at $250 000, I recall a figure from some of 
the transition advisory members of $1 million to $1.5 million.  Can the minister clarify that figure for me?  I 
would also like the minister to assure us very definitely that the $8.75 million, which is structural adjustment 
package money, will definitely flow to those producers and there will be no hitch with that over the transition 
period and into the future as the shareholding company gets going.   

I understand that this legislation must terminate by 31 December 2005 when the process will be in place.  I was 
interested to learn that Western Australian egg production makes up about 10 per cent of the national production, 
which is a very high figure.   

Hon Kim Chance:  And growing.   

Hon MURRAY CRIDDLE:  Yes, and that will put pressure on Western Australian producers in the future.  
Among the package of information given to us by Mr O’Loughlin was the national competition policy review of 
the legislation, the letters and all those things.  I am always interested to know how the argument was put on 
national competition policy and the community of interest test.  I have read the related documents saying that it 
has been brought forward to 31 December 2005.  I just hope that that test has been applied to its fullest.  I 
regularly wonder whether the community of interest test was fully debated and whether the full weight of that 
argument was brought to bear.  I do not always agree with the national competition policy.  It has done some 
damage in some places, but competition has also been brought into other areas that has been reasonable.   

Hon Bruce Donaldson raised the issue of tax implications, and I am sure the minister will reiterate those issues 
when he speaks or perhaps later.  I would like to know the outcome of that.   
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In the long term, expenditure will be required on larger cages.  That will be another issue that will raise its head 
in the ensuing couple of years when the Animal Welfare Act has fully impacted on the industry.  In future, 
additional costs will be incurred to make that cage size a reality, and the impact of that on the industry will be 
interesting, bearing in mind that it is also going through a transition.  I will be interested to find out whether the 
restructuring package covers that so that farms remain viable into the future.   

This industry may well end up with a number of very large organisations, and Hon Bruce Donaldson touched on 
the fact that the AAA group is looking to become quite a large group.  One thing that may well be an outcome of 
this transitional period into deregulation is the potential for other big conglomerates, rather than individual 
farmers, to produce eggs; we have seen that happen in the past.   

In conclusion, I will refer to one other issue.  I refer to the regulations that will be put in place and the fact that 
the Poultry Farmers Association wants to have a very definite input into the regulations prior to gazettal.  It is 
obvious that the regulations will be the nitty-gritty of the legislation, which is something we often see.  I know 
that regulations can be changed but the initial ones will have a very definite impact on the organisation. 

Hon Kim Chance:  I know that members will want to keep an ongoing watching brief on those regulations and 
the corporate structure of the new company. 

Hon MURRAY CRIDDLE:  I raised that issue with Mr O’Loughlin in our discussions.  The impact of the 
transitional group will cease once the board members are appointed.  When dealing with corporation law and so 
forth, they take the responsibility for the decisions thereafter.  The minister is right; there will have to be a clear 
understanding of their responsibilities and how they operate from then on.  The issue will be their responsibility 
to make a profit and the amount of money they will spend to get that profit; in other words, they will have to buy 
the product and sell it at a profit.  That is the difficulty when it comes to the buying power of the bigger 
organisations and food chains.  That will have an impact on the responsibility of those board members to return a 
reasonable amount of money to the producers, bearing in mind that the grain industry has come off a price of 
about $60 a tonne in the past six months.  That has an enormous impact on the bottom line for producers.  I 
wanted to raise the issue of the regulations prior to gazettal because, as Hon Bruce Donaldson always says, it is 
the engine room of the Bill.  We will watch with interest.  We are very keen to see the industry have an input 
into that. 

HON DEE MARGETTS (Agricultural) [2.52 pm]:  As has been mentioned, the introduction of this amending 
legislation is due largely to decisions taken by the National Competition Council.  With this type of legislation it 
is important to ask ourselves whether we would draft legislation in this way and with this timing if it were not for 
the pressure and threats from the National Competition Council.  I believe the answer is no.  It is true that a 
range of changes has occurred in the industry on the expectation that it would lose its battle over many of its 
concerns on this matter.  To the credit of the Government, many members of the industry believe the 
compensation package is better than previously encountered.  As a result of this process, it is also true to say that 
many people have gotten out of the industry.  Some have gone out of business and some have sold out.  As I 
understand it, we will see seven major entities in the industry; some will be bigger than others.  There may be 
some smaller specialist producers.  I am interested to know what will be the implications for those producing 
specialty products.  For instance, I believe that Coles was unable to access vegetarian eggs as a specialty product.  
I am interested to know from the minister whether the State has had a specialty vegetarian egg product.  If not, 
what is the potential for such products that are marketed specifically for the animal welfare, health conscious or 
vegetarian markets?  Those issues are of growing concern to the community, which wants a range of choices.  
Eggs are part of the ethical choices made by vegetarians as they are a protein source.  That is not unimportant to 
the market.   

The changes are similar to those experienced by the dairy industry, which were forced by the National 
Competition Council.  In the end, producers are offered changes with or without compensation.  Not 
surprisingly, a number of those changes have been implemented on the expectation of change in the industry as 
most producers believe that if they are to be beaten up they may as well get beaten up with some transition 
money.  Other people will take money to get out of the industry.  We had already heard that the price of licensed 
birds has dropped approximately 50 per cent because of the changes.  We have seen similar outcomes in other 
industries.  I understand the majority of those left in the industry who say that they should just do it.  However, I 
do not believe this is the way or the rationale by which to make legislation.  It is quite clear that the whole 
legislative review process is supposed to be there for the States to make their decisions in the context of public 
interest.  That is clearly a farce.  It is a farce because if the States do not come up with the answer that the 
National Competition Council originally wanted, they are asked to conduct the review again and again until they 
come up with the answer originally proposed.  Why is that a review?  Why is a review not in the public interest 
of the State or of a particular issue?  I know that people say I should not refer to federal Parliament but, in so 
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many instances - that I am aware of - of federal issues about agricultural industries, when we contacted 
representatives of the Western Australian industries we discovered that the issues were not entirely the same as 
those that were presented by a national body.  From the marketing, production or quality control point of view, 
Western Australian agricultural industries - whether they related to fruit and vegetables, wheat or eggs - had 
different positions on a range of important issues from those of the national bodies.  It has been a crazy process.  
The President of the National Competition Council, Dr Wendy Craik, has decided ahead of time, I believe, that 
whatever the forced view that Victoria or another State takes will become, through some magical process, the 
public interest of every other body that is involved, despite differing circumstances.  That is despite the fact that 
the Potato Growers Association was clearly able to support its view that the nature of deregulation proposed by 
the National Competition Council would not be to the benefit of Western Australian consumers.  Despite being 
able to clearly argue that position, we were still beaten over the head.  Whatever is the answer, it is not right 
unless it is the answer that the National Competition Council came up with in the first place.  That also includes 
the date of introduction, and there is no right of appeal and no open process.  As I have mentioned before in this 
place, we do not publicly receive the reasons the National Competition Council forms its views until after a 
decision is made.  Quite frankly, I rarely see them.  They are not widely advertised.  Is it because that is what 
Victoria has done?  Is that how it obtains its preferred position?  I believe that is the real reason.  It can dress it in 
whatever form it wants but, in the end, that has been the reason for so many vital decisions.  I understand the 
position; I can see the numbers but I cannot, in conscience, say that the Greens (WA) support the process or the 
nature of this legislation.  We support the industry and we understand the concerns of the industry but we cannot 
support the legislation.  However, I know it will go through on the numbers.   

HON PADDY EMBRY (South West) [3.00 pm]:  The Marketing of Eggs Amendment Bill is like a lot of the 
Bills that come into the House - it has some good parts and some bad parts.  

Hon Kim Chance:  It is a bit like the curate’s egg - it is bad in parts.   

Hon PADDY EMBRY:  I was very interested in the comments of Hon Bruce Donaldson, who, as always, has 
looked at the industry involved.  There is not a lot of travel in this one, of course, but nevertheless Hon Bruce 
Donaldson has gone to have a look at what is going on, and that is good.   

Hon Bruce Donaldson:  It is on the way to Jurien Bay!  

Hon PADDY EMBRY:  That is right.  Hon Bruce Donaldson spoke eloquently on the newer facilities that he 
was privileged to see and drew a great comparison with the facilities that he saw in his childhood.  Those new 
facilities are very good, and they will obviously lead to a healthier environment that will make it less likely that 
the egg birds will pick up a disease.  That all sounds very good.  However, like everything else, we must 
consider the other side of the coin.  I ask members to think about this very carefully, because inevitably a disease 
will win.  We cannot cater for everything.  We do not know all the circumstances.  If the industry is concentrated 
in too few hands - and that will happen under this legislation - I have absolutely no doubt that the public interest 
clause, which is crucial from the Government’s point of view in this industry, will not be satisfied.  It is no good 
thinking that this time we will get it right.  We cannot foresee all the circumstances that may arise - some of 
them, yes, but all of them, no.  It always happens.  I am concerned about a number of things.  I apologise to 
members if my speech does not follow an organised pattern -  

Hon Ljiljanna Ravlich:  Don’t worry!  We are used to it! 

Hon Kim Chance:  I need to go and check on a fact, but I will be listening to you from the advisers’ room.   

Hon PADDY EMBRY:  It is interesting that the minister said that the industry has changed its mind.  It depends 
on whom we speak to, minister.  I assure the minister that not one egg producer has told me that they are looking 
forward to the change.  In fact, the few who have come to me in the past two days are most concerned.  It would 
be easy for me to say that every egg producer I have spoken to is against the change.  I cannot say that, but I can 
honestly say that during the whole time that this matter has been under discussion not one egg producer has 
approached me to say that they are looking forward to the change.  I have great concern about the proprietary 
company AAA.  

Hon Bruce Donaldson:  AAA is a private enterprise egg farm.  It has nothing to do with the new structure, except 
that it will probably have a director - who knows.  The new company is called NEWCO.  That is just a 
terminology, because the name has not been determined yet, so it is easier to talk about NEWCO, meaning the 
new company.  It has nothing to do with AAA Egg Company, which is the biggest producer, producing over 80  
million eggs per annum.   

Hon PADDY EMBRY:  But am I not correct in saying that under the new system that will apply from 2005 the 
number of eggs supplied will determine the shareholding etc and, therefore, this company will be in the hands of 
four or five producers?   
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Hon Bruce Donaldson:  No.  More than 20 people pooled their licences to form AAA Egg Company.   

Hon PADDY EMBRY:  I can only relay the information that has been passed to me.  I accept that the member 
has done more homework on this matter than I have.  Nevertheless, 20 out of 107 is not a huge percentage.  It is 
a huge percentage of the eggs produced, but it is not a huge percentage of the number of people who make up the 
industry.  I have spoken to one of the producers.  In her past life she was a senior branch manager with National 
Australia Bank, so she is used to figures and mathematics.  She told me that she is absolutely appalled at what is 
taking place.  It is unfair.  It may be the case that we need to move in that direction, but the way in which it is 
being implemented is most unfair on the majority of egg producers.   

Hon Bruce Donaldson:  At the first meeting that they held, more than 80 producers out of the 107 licence holders 
turned up.  The consultation process went on, and at the next meeting about 40 turned up.  At the next meeting 
there were a lot less than that again.   

Hon PADDY EMBRY:  Unfortunately the producers have been told that it is really a fait accompli, so the 
majority of them think oh well, there is nothing we can do about it, because it is going to happen anyway. 

Hon Dee Margetts:  And they have positioned themselves to survive. 

Hon PADDY EMBRY:  Yes.  They are really worried about how they will be able to survive.  As Hon Murray 
Criddle touched on when he mentioned the regulations, part of the problem is that for most producers the 
regulations are far more important than the legislation.   

Hon Bruce Donaldson:  Of course they are.   

Hon PADDY EMBRY:  We are really going about things in the wrong order.  In order for the industry and the 
producers to really know what this legislation is all about, they will need to have the proposed regulations.  If we 
really want to be open and give the lesser educated producers a chance - I do not say that in any nasty way - we 
need to give them the regulations, because regulations they understand, but legislation perhaps they do not 
understand.  A good example of that is some of the legislation that has gone through this House in fairly recent 
times.  The regulations often do not demonstrate commonsense, because they are drawn up by people such as 
bureaucrats who are not involved in and do not understand industry.   

I have referred to the egg producer who used to be with National Australia Bank.  I spoke to her over lunch.  She 
told me that they have been in the industry for only eight years.  She told me also that the fact that the 
regulations are proposed to be brought in at the same time as the legislation will have a disastrous effect on them.  
She gave the example of the size of the bird cages.  They have four different size cages.  Of course a lot of those 
cages are quite old, but they are still serviceable.  My understanding of what this lady said was that before 
deregulation their licence is worth about $35 a bird, but after deregulation they are anticipating a reduction to 
about $7.  That is a serious erosion of people’s assets.  I think it would add up to a considerably larger amount of 
money than the Government is concerned about under the national competition policy.  She quoted to me people 
who had paid $45 a bird for their licence in the past three years, so it will be even worse for them.  She said that 
when they bought their farm eight years ago, obviously the vendor did not tell them that two-thirds of their cages 
would be phased out at some time in the future if the industry was deregulated.   

Hon Bruce Donaldson:  When people buy something, surely to goodness they make those inquiries. 

Hon PADDY EMBRY:  With all due respect, it is always easy for people to know after the event which 
questions they should have asked at the time.  The benefit of hindsight is great.  This lady considered for three 
years before going into the egg business.  Some of her clients were egg producers - she was their bank manager - 
and she saw the wonderful returns from the industry that these people were making.  That contributed very much 
to her going into the industry.  However, a minority group has said that the cages she has are not big enough.  I 
hoped the Government would see fit to change the regulations that stated that a cage that was formerly suitable 
for holding three birds was at least capable of holding two birds.  However, the Government has not said that.  It 
says that producers must get rid of those cages.  That is unreasonable.  When this lady bought the business, she 
paid a price for the cages which was relative to the price for a new cage.  Metal cages may depreciate in the 
depreciation account of a business, but the actual price when they are bought and sold is relevant largely to the 
price of a new cage.   

Hon Bruce Donaldson:  Isn’t that a business decision when you buy something, for goodness sake? 

Hon PADDY EMBRY:  Yes, but people buy things in good faith and the Government is in the process of 
changing the rules.  I acknowledge that sometimes the rules must be changed.  However, the majority of 
producers have been given the message that this regulation will be made anyhow.  I am sure the minister would 
understand that.   
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Hon Kim Chance:  I will cover this issue, as it has already been raised.  Certain matters within the national 
framework are still under consideration, including precisely the matter that you have raised. 

Hon PADDY EMBRY:  Can the minister see, depending on what happens with such regulations, that some 
producers in the industry could be reasonably happy with the change and for some it could be a disaster? 

Hon Kim Chance:  Yes, I do understand that. 

Hon PADDY EMBRY:  The minister says that most industry members are in favour of the change, but they have 
not been given information to decide whether they are in favour of it.  That is a fair comment. 

Hon Kim Chance:  Yes. 

Hon PADDY EMBRY:  I am now talking about smaller producers.  Some smaller producers produce a lot of 
eggs. 

Hon Kim Chance:  Yes, and I will try to cover that matter in my response. 

Hon PADDY EMBRY:  After the minister’s response, members do not get an opportunity for an open debate.  

Hon Kim Chance:  Yes, you will, in committee. 

Hon PADDY EMBRY:  In committee, yes, but debate will be narrowed down a bit then.   

Hon Kim Chance: If there is something that you think has been missed, you can raise it during debate on the 
short title, with the consent of the Chairman, of course.   

Hon PADDY EMBRY:  I thank the minister for that; he is always fair.  

In fairly simple terms, I cannot imagine that anyone whose capital investment is largely represented by the 
licence would be happy to hear that the day before the announcement the licence was worth $35 and when 
deregulation happens it will be worth only $7.  I would take a fair bit of convincing that people would be happy 
about that.  I do not think anyone would be happy about it. 

Hon Bruce Donaldson:  It is about half that, not $7.   

Hon Kim Chance:  It is worth about $15. 

Hon Bruce Donaldson:  Yes, $15, and the package per bird works out at an additional $7.30. 

Hon PADDY EMBRY:  That will bring it up to about $15. 

Hon Bruce Donaldson:  It is $22.30. 

Hon PADDY EMBRY:  All I can say to the minister, in that case, is that quite a number of producers do not 
have that information, although the minister may have tried to get that message through to them.  Hon Bruce 
Donaldson attended the industry meetings.  He saw the number of producers who attended them and how the 
numbers dropped off at each subsequent meeting.  It is no wonder that so many producers would not be up to 
date on the information.   

Hon Dee Margetts:  Cheesed off! 

Hon PADDY EMBRY:  Probably that too, but hopefully the eggs would be fresh! 

I will now conclude my remarks.  I want it on the record that it staggers me that the spokesman for the National 
Party is so much in favour of a change that penalises small business and smaller producers. 

Hon Murray Criddle:  I did not say that at all. 

Hon PADDY EMBRY:  You said you support - 

Hon Murray Criddle:  No, I did not.  I will tell you what I said.  I said I would support the Bill if the producers 
told me they were happy with the transitional arrangements that are in place.  That is almost word for word what 
I said. 

Hon PADDY EMBRY:  In other words, Hon Murray Criddle will support the Bill. 

Hon Murray Criddle:  On the basis that the group of producers are happy with the transitional arrangements. 

Hon Ljiljanna Ravlich:  The group are happy. 

Hon PADDY EMBRY:  Which group? 

Hon Ljiljanna Ravlich:  The industry group. 
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Hon PADDY EMBRY:  That is the point.  As usual, there is a great gap in information.   

Hon Ljiljanna Ravlich:  Paddy, you are not an egg producer. 

Hon PADDY EMBRY:  I am an egg consumer and I have seen what has happened when other industries have 
been deregulated.  The cost of commodities dramatically rises and the return to producers dramatically falls.  
That is the connection between this industry and the dairy industry.  The minister knows very well what has 
happened to the majority of milk producers since deregulation.  It was not the minister’s fault; industry members 
stupidly voted for it.  However, it is interesting to note that they did not really vote for deregulation; they voted 
for a money package.  They thought they were getting a grant, but as it turned out the money was taxed.  Those 
are some of the similarities with the dairy industry.  Hon Bruce Donaldson and the minister have referred to 
some of the differences between a number of dairy companies and Golden Egg Farms.  However, I want it on the 
record that I have great fear about what is going on for a number of reasons, some of which I have spoken about 
today.  I thank members for their time. 

HON KIM CHANCE (Agricultural - Minister for Agriculture, Forestry and Fisheries) [3.16 pm]:  I thank all 
members for the valuable contributions they have made to this debate, both those who indicated that they would 
support the Bill in enumerating their reasons for that decision and those who have indicated that they cannot 
support the Bill.  I am not sure whether what I have to say now will change the minds of members who would 
prefer not to support the Bill; however, I will not only respond to the issues raised directly by honourable 
members, but also explain some of the rationale for doing what we are doing.  In that vein, I will start by 
drawing attention to some of the fundamental differences that exist between the dairy industry at this point, on 
the threshold of deregulation, and the egg industry at the equivalent point.  This matter was raised, either directly 
or obliquely, by a number if not all speakers.  It is, therefore, relevant that I spend a short time on that issue, as it 
will go some way towards providing an understanding of why we are doing this and why we are doing it in the 
way proposed. 

At this same point there are fundamental structural differences between the two industries in their development 
and progression towards deregulation - some members might prefer me to say the regression towards 
deregulation.  The principal fundamental difference is that the dairy industry was then and still is a highly 
stratified industry.  It has a very clear distinction between the three basic phases of the supply chain: the 
production phase, the processing phase, including as it does the wholesale phase, and the third and final retail 
phase.  Clear stratifications in those three levels completely militate against any sense of integration through the 
dairy supply chain.  It is a horrendous industry to try to work with, because none of those three is capable of 
working together, nor has any interest in working together, apart from some useful work being done between 
parts of the processing sector and the producing sector.  That is the fundamental challenge facing the dairy 
industry.  A start was made just yesterday at Boyanup to try to ease or approach some of those differences.   

In stark contrast, the egg industry is destratified already; destratified being another word for a highly vertically 
integrated industry.  There is no stratification between the producing sector and the processing and wholesale 
sectors; they are effectively the same thing.  This Bill will finalise that process of destratification, in that the 
owners of the producing sector will be the owners of the processing and wholesale sectors.  There will be simply 
two elements in ownership of the supply chain.  That gives the owners of the production, processing and 
wholesaling sectors tremendous leverage over the retailing sector.  This is something that the dairy industry, at 
the moment, can only dream about.  The egg industry producers are the people dealing directly, through their 
ownership of the wholesale operation, with the retailers.  That provides some sense of a balance of power in the 
marketplace.   

Hon Derrick Tomlinson:  That sounds very much like a cartel for production and distribution.  

Hon KIM CHANCE:  Vertical integration is the classic cartel.  

Hon Derrick Tomlinson:  I see; so yesterday we were discussing the monopolies held by certain players in the 
retail industry, but today we are creating a monopoly by deregulating the egg industry.  

Hon KIM CHANCE:  Yes; why does that surprise the member?  

Hon Dee Margetts:  It is a private monopoly.  

Hon Derrick Tomlinson:  Yes, it is a private monopoly.  

Hon KIM CHANCE:  The only way to offset a cartel is with another cartel.  This is something that I have stood 
for my whole life, as a supporter of statutory marketing authorities.  They are also cartels, and they operate with 
the immense power of statute.  

Hon Derrick Tomlinson:  So do you see this as locking out many other producers from forming into a similar 
cooperative?  
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Hon KIM CHANCE:  They can; but it will be difficult for them.  The difference between what is proposed in 
this industry and what exists in this industry in respect to locking out third parties is probably not great, although 
I am sure the National Competition Council would like to believe that it is.  However, what the National 
Competition Council and all the people who never got past economics 101 just cannot accept or get their heads 
around is that they believe that by breaking up the holders of market power, particularly those who hold such 
power through statutory intervention, they will achieve a more competitive marketplace.  That does not happen. 

Hon Paddy Embry:  You get the opposite.  

Hon KIM CHANCE:  Yes, exactly.  Economics, like physics, abhors a vacuum.  There is no vacuum in 
economics.  If a market position is vacated, it is simply filled by the next most powerful player.  

Hon Dee Margetts:  One without a public interest.  

Hon KIM CHANCE:  It almost goes without saying in this country, that the next most powerful player, in the 
absence of any effective antitrust laws, will always be the retail sector.  That is what we have seen happen to the 
dairy industry, tragically for our dairy farmers, but also to everyone with an interest in the marketplace.  

Hon Derrick Tomlinson:  Particularly in Western Australia.  

Hon KIM CHANCE:  Yes, in Western Australia, but also, notably, in Queensland and New South Wales.  The 
other issue I wish to raise that suggests a significant difference between the egg and the dairy industries is that 
not only is the egg industry already substantially vertically integrated, but also it has substantial horizontal 
integration.  Golden Egg Farms, through its acquisition of Novo Foods Ltd, is a national company.  We cannot 
think of Golden Egg Farms in the same sense as any other Western Australian statutory authority or former 
statutory authority.  All other statutory authorities contain their sphere of operation within Western Australia or 
in the export field.  Golden Egg Farms is a national operator as well as a state operator since its acquisition of 
Novo Foods some years ago.  

Hon Derrick Tomlinson:  Would you also say that it is an international operation? 

Hon KIM CHANCE:  It is international only to the extent of sales.  It is not a producer.  

Hon Derrick Tomlinson:  Is Golden Egg Farms not operating in Singapore?  

Hon KIM CHANCE:  It certainly sells in Singapore, but it does not produce there.  It sells in a number of places 
in the world, and has been an aggressive and enterprising marketer.  Representatives have accompanied Western 
Australian trade delegations to the Gulf Food Expo, and have travelled widely through the Middle East, and also, 
as I recall, to Food and Hotel Asia in Singapore earlier this year.  The acquisition of Novo Foods was really 
dictated by the way in which the retail sector was heading in any case - towards national supply contracts. 
Horizontal integration was necessary if Golden Egg Farms was to be a serious player in that field, and, 
producing more than 10 per cent of the nation’s eggs, it was necessary for it to be serious.  The acquisition of a 
national company enabled it to compete very effectively for national supply contracts.  While its corporate 
position nationally is a relatively new thing, and not as highly developed as its vertical integration, there is a very 
strong element of horizontal integration as well as vertical integration.  It is an industry in a very different state 
from that in which the dairy industry was at this point in its life, is now, and probably will be for some years to 
come.  However, I think there are encouraging signs about the dairy industry that could lead to that position. 

That also has a very strong influence over the Government when it considers whether an industry needs to have a 
statutory prop.  As much as I have said that I am a great fan of statutory intervention in the marketplace, my own 
position is very similar to that of the Labor Party, although there are some economic rationalists who sit out on 
my right-hand side.  My own position, however, is very clearly enunciated in Labor’s policy on statutory 
marketing authorities.  I know that because I wrote that policy myself.  It is a simple five-point policy that sets 
out where and when a statutory intervention is required and will be supported.  

Hon Dee Margetts:  So, is this legislation in contravention of Labor’s policy?  

Hon KIM CHANCE:  No, it is not.  I wish I had brought the policy on statutory marketing authorities in with 
me.  Essentially, it is a policy that supports statutory marketing authorities where there is a public benefit, where 
there is demonstrable producer support, where they are demonstrating an effective export initiative, and a couple 
of other issues.  The important thing is that those five points taken together mean that where there is effective or 
nominal market failure, there is a place for statutory intervention.  There is no such driver in the egg industry in 
Western Australia or nationally requiring this industry to continue to be supported by statute.  We made the same 
decision about the chicken meat industry some time ago.  Generally speaking, these initiatives have been broadly 
supported by industry, but some people will always feel uncomfortable about losing that statutory prop. 
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Hon Bruce Donaldson referred to some very good analyses of Western Australian and national egg prices and 
the consumer price producer share to illustrate the changes that are already occurring in the egg industry.  The 
numbers show a clear trend.  The most important number that Hon Bruce Donaldson referred to was the rapidly 
declining share that the producer gets of the consumer dollar.  It is the same across all food.  It is a tragic 
outcome.  It is happening worldwide.  It is almost always associated with deregulation. 

I will refer to the dairy industry for a moment.  What I am going to say will shock some people.  I think I 
shocked a few people when I said it at the Western Australian dairy farmers annual general meeting in Bunbury 
last week.  The tragedy of what has happened in the dairy industry in Western Australia is not attributable to 
deregulation at all.  Deregulation was the stalking horse for the real problem, which was the breakdown of 
domestic market supply arrangements, which essentially kept Victorian milk out of the rest of Australia.  As 
soon as that broke down, deregulation effectively became inevitable.  It is convenient to attribute all the 
problems of the dairy industry to deregulation, but while we could have kept deregulation out of Western 
Australia, we would still have suffered the price drop. 

Hon Dee Margetts:  When did that breakdown take place? 

Hon KIM CHANCE:  They were simultaneous. 

Hon Frank Hough:  It accelerated the problem. 

Hon KIM CHANCE:  It brought a focus to the problem.  In the event of the breakdown of the domestic market 
supply arrangements, Western Australia may have been able to maintain a price with regulation that reflected 
import parity rather than export parity.  That is important, because it represents a 3c or 4c differential that the 
dairy farmers would have loved.  However, to attribute the fall in dairy farmers’ farm gate price solely to 
deregulation is to fool ourselves.  I have not said this before, even though I have known what the issue was.  I am 
saying it now because some people still think we can return to deregulation in Western Australia and achieve a 
farm gate price of 50c a litre.  We cannot, because the Victorian milk, physically, would swamp us.  We may 
achieve 3c or 4c better. 

Hon Dee Margetts:  A lot of those pushers from Victoria came from the deregulated environment. 

Hon KIM CHANCE:  Yes. 

Hon Dee Margetts:  They had already squashed their small producers and were looking to push through to the 
rest of Australia. 

Hon KIM CHANCE:  Victoria has a very large number of small producers, and that is part of its problem. 

Hon Dee Margetts:  They eventually lost a lot of their small producers. 

Hon KIM CHANCE:  Yes.  If Victoria had only one-third of the number of producers it now has, or had at the 
time that decision was made, it would have been easier to have done a deal around Victoria’s place in the rest of 
Australia.  What caused the problems we have now was Victoria’s ambition to supply milk to Sydney, and 
Western Australia was a collateral victim. 

Hon Derrick Tomlinson:  It has a longer history than that. 

Hon KIM CHANCE:  Yes, but that is the key issue that caused the difficulties we are experiencing now.  
Perhaps it should never have happened.  It came about as a result of the Kerin plan, which dates it to when John 
Kerin was the federal Minister for Agriculture.  It was always called the Kerin plan.  He put in place the 
mechanism that kept Victorian milk inside Victoria and out of the Sydney-Brisbane triangle.  Once that broke 
down, changes such as the deregulation that we experienced were, by and large, inevitable.  The only reason for 
saying that at this stage is that there is no such distortion of the egg industry market operating Australia wide that 
could cause a comparable effect, because it is already very much a national industry. 

Hon Bruce Donaldson also referred to a comment that I made, and still stand by, regarding the future and 
whether future assistance might be available.  I have already indicated that we have put this amount of money on 
the table and that it really is a firm offer and not one that I can increase in the context of the current debate.  
However, in that context we are not going to abandon the people in this industry in the event that things go sour 
or in the event that our high expectations for the industry are not realised.  The door is still open.  There are 
means by which we can add to that package, but with the effluxion of time.  That is why I wanted to indicate our 
support for the industry in the future.   

Hon Bruce Donaldson asked what would happen if, say, the AAA Egg Company Pty Ltd or some other producer 
- presumably a large producer - decided to supply a major supermarket outside the established NEWCO process.  
About the only guarantee that I can give that that will not happen is that AAA would not do that because it owns 
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NEWCO, or a very large part of it.  I do not think there are any drivers for that, but we cannot dismiss the 
possibility either.  We have already seen one very large producer in Western Australia who was prepared to 
market in innovative ways to avoid possible law suits, which caused the industry some pain and caused it to 
question the robustness of the current statutory system and the capacity for people to find legal ways of getting 
around that system.  It is a risk, but it is not a risk that is likely to manifest itself as long as the new company can 
operate effectively and efficiently.  That is about the only guarantee I can give. 

Hon Bruce Donaldson also spent some time speaking about the corporate arrangements, and he asked a number 
of questions relating to the corporate arrangements and taxation.  He asked what were the tax implications; was 
the restructuring package subject to income tax; and was there any question of capital gains tax?  The honourable 
member might want to follow this up during the committee stage.  The WA Poultry Farmers Association 
obtained a preliminary opinion from a professional tax specialist on the tax implications for producers.  
Subsequently the Western Australian Egg Marketing Board obtained further advice based on updated 
information about the transition to the new producer company and, in the light of that opinion, no less than three 
private rulings have been sought from the Australian Taxation Office.  As part of the administration of the 
adjustment assistance package, it is intended that producers will be required to attend an industry briefing.  In 
order to be eligible for assistance, producers will be required to discuss the taxation implications with a 
registered financial adviser or accountant.  The fees for this advice will be paid from the administration 
component of the assistance package, not by individual producers.  New section 43 of the Act provides for 
regulations to be drafted to deal with matters arising from the expiry of the Act and the dissolution of the board.  

We were also asked questions about stamp duty.  Exemption from stamp duty on the transactions involved in the 
transfer of the business to the board to the producer-owned company is specifically contemplated in the 
Government’s proposal.  

That may or may not answer all of the questions.  Hon Bruce Donaldson asked one more complicated question 
about whether the tax rulings would be made in time should a federal election be called.  I do not know whether 
it is convention that the Deputy Commissioner of Taxation does not provide rulings during the caretaker period.  
I tend to agree with Hon Bruce Donaldon’s hypothetical assessment that the deputy commissioner should not be 
influenced by the caretaker period.  I suspect that, rather than its being a convention, it is just the way things 
work.  When an election occurs, somehow it seems to take longer to get a ruling from the ATO.   

Hon Bruce Donaldson:  It might be coincidental.   

Hon KIM CHANCE:  Yes.  None of these issues would be of any concern unless we were contemplating 
deregulation going through prior to Christmas.  I feel confident that, election or not, we will get the rulings back 
by Christmas.   

Hon Bruce Donaldson:  It was more hypothetical. 

Hon KIM CHANCE:  Yes.   

Hon Simon O’Brien:  We will have a new State Government by Christmas.  

Hon KIM CHANCE:  I do not think things are that bad.  I have covered taxation questions as best I can.   

I responded by interjection to Hon Bruce Donaldson’s question about the assistance to which we were referring 
when we offered help to Golden Egg Farms in the transition process.  They revolve around issues such as 
taxation.  He also commented on industry economics and their fluctuations.  Prices have fallen and, as a result of 
high grain prices and the drought in the eastern States, they have risen.  Some unusual market fluctuations in 
Asia as a result of avian bird flu have caused a rapid expansion of markets for Western Australian eggs that 
simply could not be met by the eastern States.  A number of quite significant variations have occurred in the 
market over the past couple of years.  It is to Golden Egg Farms’ credit that it has handled those fluctuations 
very effectively.  

Hon Bruce Donaldson:  There is almost a median line between the high and low prices.  

Hon KIM CHANCE:  Yes; it has done very well.  It is a well-structured and very modern company and one with 
which NEWCO’s personnel will be able to merge to ensure that we have a very good farmer-owned company 
that can drive this industry forward.  There is room for very significant growth in both the consumer and the 
industrial egg markets throughout the Asian-Pacific region.  

Hon Paddy Embry:  What is the difference between consumer and industrial eggs? 

Hon KIM CHANCE:  Industrial eggs are bulk eggs, without shells, or pulp. 

Hon Paddy Embry:  It should be spelt differently.  
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Hon KIM CHANCE:  Yes.  The hotel and airline industries, for example, are big buyers of pulp as are 
institutional caterers, such as the world’s armies, hotels etc. 

Hon Bruce Donaldson interjected.   

Hon KIM CHANCE:  Yes; indeed.  I must say this because I am sure Phil Steel, the chief executive officer of 
Golden Egg Farms, will read this speech.  When he first took me on a tour of the wonderful facility at Palmyra 
he was proudly showing me the primary sorting machine, which was invented and developed at Palmyra.  It 
throws the eggs around at tremendous speed during the initial sorting.  Just as I got there, as always happens in 
these situations, the machine went haywire!  Members can imagine what happens when a machine sorting eggs 
goes haywire.   

Hon Dee Margetts:  It was an eggsplosion!   

Hon KIM CHANCE:  Yes, an eggsplosion!  It was quite scary to watch the eggs flying everywhere and falling 
on the floor.  To his credit, Phil Steel said, “It also doubles as our egg scrambling machine!” and quickly added, 
“Would you like to move on to the next machine?”  Golden Egg Farms is an innovative group.  With the benefit 
of private ownership, it will drive further and further ahead.  

Will the consumer benefit from all this?  I do not think there will be any greater reduction in the consumer price 
of eggs than already exists as a result of the national purchasing arrangements. 

Hon Dee Margetts:  Do you think that was a sign from the gods?   

Hon KIM CHANCE:  Very likely.  In response to Hon Bruce Donaldson’s comments, I am very pleased that the 
Opposition will support the legislation.  I note its recognition of the very considerable differences between the 
dairy industry and the egg industry when comparing both industries at this point.  I appreciate the fact that that is 
understood.  

Hon Murray Criddle also opted to support the Bill after his conference with the industry on the matter.  I very 
much appreciate the degree to which Hon Murray Criddle sought the industry’s views and tried to understand its 
transition from being very nervous at the start of the process to an acknowledgment and acceptance of the 
Government’s proposal.  The issue that most influenced industry to change its view was that it saw the 
possibility of new opportunities opening under the proposed arrangement.  AAA Egg Company and its producers 
- as members will appreciate, it is owned by a number of licensees - was a key supporter of this because it is well 
placed to drive the industry forward.  A number of other sectors outside AAA Egg Company within the Western 
Australian egg industry have shown support for this.   

Hon Dee Margetts suggested - and I will comment on this later - that AAA Egg Company has shown us a picture 
of what the egg industry will be like in Western Australia; indeed, Hon Paddy Embry also commented on it.  
They are quite right.  Their assumption that there will be a continual contraction in the number of places in 
which eggs are produced, if not also the number of egg producers, is probably right.  As a result of this vertical 
integration of the industry, the industry was heading in that direction anyway.  Whether that is a good thing or a 
bad thing - 

Hon Paddy Embry interjected.   

Hon KIM CHANCE:  I will get to that when I answer Hon Paddy Embry’s questions.  I acknowledge that his 
observations are probably right.  

Hon Murray Criddle also referred to the 50-50 system for the allocation of equity in the assets of Golden Egg 
Farms split between hen quota and the delivery entitlement - the base number.  One of the issues that arose while 
we were discussing that - I recall an opinion from Hon Derrick Tomlinson, but Hon Murray Criddle also spoke 
about the dry producers - was that the equity holding in the new company is to be a transferable holding.  There 
will be dry producers - those who cannot benefit from the egg. 

Hon Derrick Tomlinson:  What is a dry producer?  Is that someone who produces powdered eggs?   

Hon KIM CHANCE:  That was my mistake; I meant a dry shareholder.  A dry shareholder is someone who does 
not enjoy product dealings with a company.   

Hon Dee Margetts:  But they are shareholders.   

Hon KIM CHANCE:  Yes, they are shareholders as a result of their history and their current production, but their 
current production does not go through Palmyra, and these are more remote country producers.   

Hon Paddy Embry interjected.   

Hon KIM CHANCE:  No, it is not at all an economic term.   
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Hon Derrick Tomlinson:  I am aware that Golden Egg Farms has a very big market in egg powder and I wonder 
whether -  

Hon KIM CHANCE:  No, we are yet to develop chooks that can produce dry egg powder, although I believe 
producers are working on that along with the people who are working with the egg scrambling machine.   

Hon Bill Stretch:  I have some dry chooks that produce no eggs.   

Hon KIM CHANCE:  Yes, I have had a few dry chooks as well.  The capacity to trade the shares will create a 
possibility for those dry shareholders who would otherwise have been put in the invidious position of not being 
able to realise the equity of their shareholding because they do not trade through Palmyra. 

Hon Paddy Embry:  If the shares are not going to be traded, am I not right in saying that it will be a little bit like 
the $2.00 CBH share -   

Hon KIM CHANCE:  No, the shares are tradeable.   

Hon Paddy Embry:  You are not anticipating that the values are going to change -  

Hon KIM CHANCE:  Yes, they will change, and I will provide the member with a scenario in which they might.  
They will be tradeable only between producers because it is only producers to whom the benefit can accrue.  We 
are seeing steady growth in the industry.  However, presume, for example, that we were able to hold those 
markets that we won in Asia as a result of the avian influenza, and, all of a sudden, we wanted to increase our 
production by seven to eight per cent a year; a significant value would then be placed on the delivery 
entitlements to NEWCO.   

Hon Paddy Embry:  If we imported eggs from Victoria, would they not automatically accrue a shareholding in 
the company?  

Hon KIM CHANCE:  No, it can only be shareholders themselves who -  

Hon Paddy Embry:  If we had a shortage and a producer from interstate supplied us with eggs, does it not 
automatically become -  

Hon KIM CHANCE:  No, it would have to be a NEWCO shareholder to do that, and the Novo Foods connection 
is quarantined from that process.   

Hon Derrick Tomlinson:  So the shares will be tradeable not in the open market but only between producers 
within the industry; therefore, the cartel could become controlled by an increasingly fewer number of people.   

Hon KIM CHANCE:  Except to the extent that an outsider can become a producer and a shareholder by 
acquiring shares.   

Hon Paddy Embry:  But they cannot insist on their eggs being taken by this company.   

Hon KIM CHANCE:  Yes.   

Hon Paddy Embry:  That is what some of the industry thinks.   

Hon KIM CHANCE:  Shareholders will have a delivery entitlement as a function of their shareholding.   

Hon Paddy Embry:  Some people in the industry believe that current shareholders will be able to vote to not 
allow a new producer to be a shareholder.   

Hon KIM CHANCE:  That would be contrary to the interests of the corporation.   

Hon Paddy Embry:  It’s an example of how a lot more information needs to be -  

Hon KIM CHANCE:  The companies Act provides protection against directors of a company making a decision 
like that.  It would be a failure of due diligence.  Hon Murray Criddle also spoke of the $250 000 transitional 
costs and a figure of $1.5 million.   

Hon Murray Criddle:  Up to $1.5 million.   

Hon KIM CHANCE:  Yes, I will have to take some more advice on that matter.  I know it is estimated that 
$250 000 of the $8.75 million will be required for the administration of the assistance scheme - I think that is all.  
I have also heard about a figure of up to $1.5 million.   

Hon Murray Criddle:  It’s to do with staffing and so forth.   

Hon KIM CHANCE:  Yes, but that will come off the top of the value; that is, it will not involve the 
$8.75 million.  That will be involved in the netting costs of the sale of the property or of the transfer of the value 
of the property.  That includes in particular staff leave liabilities and current debts, if any, of the corporation.  It 
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is really a netting charge of the valuation of the asset.  Therefore, the two issues are somewhat different.  Except 
for that $250 000, I can give the member an assurance that the $8.75 million will go directly to producers.   

Hon Murray Criddle also spoke about the National Competition Council and the robustness of the public benefit 
test.  He wondered whether in all cases the public benefit case is put strongly enough by the State.  That is a 
good question, and there ought to be transparency about the case.  I do not know whether those are public 
documents; if they are not, they probably should be.  However, this is a question that Hon Dee Margetts also 
spent some time on.  The real weakness of the national competition principles and the way in which they are 
determined is a lack of transparency in the process and a lack of clarity about what has to be done to create a 
robust case.  It becomes a very subjective judgment.  The other concern is that there is no right of appeal before 
an independent body.  Therefore, a case is not a robust case because the National Competition Council 
determines it is not a robust case.  It does not matter how robust it is; if the National Competition Council says it 
does not like it, it ceases to be a robust case.  That is very much illustrated by the case we put for potato 
marketing in which we showed comprehensively that there was a public benefit from the amount of regulation 
we had in the potato marketing industry in Western Australia.  The NCC did not like it.  The only answer it 
could give me was that nobody else had a regulatory system so Western Australia did not need one, and that was 
it.  No intellectual rigour was applied to that decision.  When I challenged Wendy Craik about it, I got a much 
better response than ever before, and if it did not sit me back on my haunches, at least it made me think a little.  
At least then for the first time some intellectual rigour was applied to the argument put by the NCC.  However, a 
right to appeal before an independent body would be highly desirable.   

Hon Murray Criddle and Hon Paddy Embry asked what impact cage size would have on the industry.  It is true 
that the Primary Industries Ministerial Council has accepted new animal welfare standards for cages that require 
new cages to be built to an international standard, which provides substantially more area for poultry kept in 
cages.  That was adopted in 2002 for application from 2008, or something of that nature.  Some issues 
surrounding this matter require careful thought.  Obviously, none of us wants to compromise animal welfare, but 
we all want to be assured -   

Hon Paddy Embry:  Least of all the producer.  If the birds are unhappy, they will not lay.   

Hon KIM CHANCE:  Yes, but we all want to be assured that we will not impose something on producers that 
will be unreasonably harmful to them.  A proposition has been put to the Primary Industries Ministerial Council 
that existing cages ought to be used until the end of their economic life and then replaced by new cages.  That 
would put the issue off the agenda altogether. 

Hon Paddy Embry:  What is the definition of an “economic life”?  Is it a “taxation” life? 

Hon KIM CHANCE:  No, it was a figure provided by the industry.  I forget whether it is 20 or 25 years; it was 
one of those two years.   

Hon Paddy Embry:  I think it’s 20 years.   

Hon KIM CHANCE:  Yes, it is a figure the industry gave to us.  That matter is still before the Primary Industries 
Ministerial Council.  I have not yet given a view about whether I will support that.  My concern is that it is a 
competitive business.  Almost 80 per cent of the State’s eggs are produced using the new cages.  The vast 
majority of Western Australian producers have already made the change.  When we introduce an option like this 
and say that the cages can be kept for another 10 years, how fair is that to the people who have made the 
investment and bought the new cages? 

Hon Paddy Embry:  It is probably less fair to the people who have entered the industry more recently and paid 
huge prices for their licences.  It is also the shape of the cage not just the size.  If the cage capacity could be 
reduced from three to two birds, people have advised me they could live with that.  That sounds like a middle 
ground.  

Hon KIM CHANCE:  It sounds like a win-win outcome to me.  As I said, I have not given a view and I do not 
intend to now about whether I will support this proposition.  I have gone back to the Poultry Farmers Association 
and told it that if it gives me its view, I will start thinking about mine.  It will consider the question of equity and 
fairness to the producers who have already made the decision.  They have not considered the proposition that the 
member has just put.  I will pass it on to them because, if it is something people think they can live with, they 
need to know that. 

Hon Paddy Embry:  The producers who approached me stated that.  I asked whether that would apply to many 
others and they said quite a number. 

Hon KIM CHANCE:  Thank you for that.  This is one of the great benefits we achieve from the parliamentary 
process.  I had not heard that before and I will be happy to look at that. 



Extract from Hansard 
[COUNCIL - Thursday, 19 August 2004] 

 p5231a-5249a 
Hon Bruce Donaldson; Deputy President; Hon Murray Criddle; Hon Dee Margetts; Hon Paddy Embry; Hon Kim 

Chance 

 [19] 

Hon Murray Criddle also mentioned that the Poultry Farmers Association wants an input to the regulations and 
their formation.  Of course, that is important.  I will undertake to ensure that it does have effective input.  The 
roll out of the corporate structure of NEWCO and how it is going forward is also important.  I will keep my 
colleagues advised of that.  Hon Dee Margetts asked whether the Government would be doing this if it were not 
for national competition policy and the influential power of the National Competition Council.  I can only 
answer by saying probably not.  Certainly not in this industry; I would not have considered it because this 
industry was already achieving all the benefits that national competition policy can achieve.  My answer is, 
honestly, not for four or five years at least.  I would not have even started thinking about it before then.  Hon Dee 
Margetts also made the point that the industry is already contracting in terms of producer numbers.  She asked 
whether it would continue.  I think I have answered the question; yes, I believe it will in terms of producer 
numbers. 

Hon Dee Margetts interjected. 

Hon KIM CHANCE:  No.  The AAA Egg Company probably made the decision independent of any thought of 
deregulation because it made the decision some years ago.  It may have contemplated these changes and it may 
have looked at the eastern States and thought that it was inevitable. 

Hon Dee Margetts interjected. 

Hon KIM CHANCE:  A vertically integrated industry and an industry which, by nature, can be corporatised, 
probably will be.  That is simply the way it is established.   

Hon Derrick Tomlinson:  AAA had input to the poultry farmers’ policy of the then Ministry for Planning, which 
was to move poultry farms out of the urban zone. 

Hon KIM CHANCE:  They had to shift anyway.  It was more cost-effective to shift together. 

Hon Derrick Tomlinson:  They preferred to first go to Northam.   

Hon KIM CHANCE:  They did indeed.  I recall that.  In fact, I was very enthusiastic about that idea. 

Hon Derrick Tomlinson:  Unfortunately, it did not receive a great deal of encouragement. 

Hon KIM CHANCE:  I must keep going otherwise we will run out of time. 

Hon Dee Margetts also asked a very interesting question about animal welfare and alternative production or 
niche market needs, such as barn laid eggs or organic supply.  She queried what impact the legislation would 
have on those issues. 

Hon Dee Margetts:  Vegetarian eggs. 

Hon KIM CHANCE:  Yes.  I can confidently say that the impact will be positive in those areas.  I say that 
because, despite the clearly demonstrated demand for organic eggs - just on hard economic numbers the demand 
is huge - I think my friends at Golden Egg Farms have not responded to that as quickly and effectively as they 
could have.  This is just one of the areas in which regulation has a downside.  It can be a drag on innovation.  I 
think freeing up this part of the regulations will encourage more people to go into the production of organic eggs 
who were seeking to go into it anyway but were frozen out by the regulatory process.  I think we will see the 
same thing for a number of other reasons with barn laid eggs.  The real specialty market niches such as 
vegetarian eggs will also thrive.  I am fairly confident that the absence of regulation will result in changes that 
are positive in that area because I know there was a legislative brake on the process.  I experienced that myself. 

It will have a nil to positive effect on animal welfare, but will be nowhere near as effective as separate issues 
such as the size of cages.  We have discussed cage sizes but it has been acknowledged that it is not part of the 
legislation.  Hon Dee Margetts also said that it is a farce to think that the national competition policy review 
process means that the public interest will be served.  I agree with that.  I think the review process is largely 
nonsense.  I think I have already commented on that.  An appeals process would do far more to ensure that the 
public interest test is more rigorous.  Finally, I note that she does not propose to support the legislation or at least 
did not until she heard my speech! 

Hon Paddy Embry started his speech magnificently with his “it is good in parts” comment.  I thought that was 
wonderful - the curate’s egg argument.  Among the other points I have already commented on, he noted that he 
was concerned about the concentration of the industry in too few hands.  That, in itself, means it is not in the 
public interest. 

Hon Paddy Embry:  From the disease point of view. 
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Hon KIM CHANCE:  Yes.  We have not discussed disease a lot, but it is an important issue.  One of the issues 
of greatest concern to me is virulent avian flu.  The one protection we have from the disease, which flies into 
Australia on a regular basis - do not ever think we do not have it because it comes with every migrating flock - is 
that we are mostly consumers of eggs that come from sheds to which insects do not have easy access.  Foreign 
birds do not have an interactive capacity with our poultry.  They do not share ponds with foreign birds and there 
is a quite wide geographic separation from birds that carry a range of diseases, including the virulent avian flu. 

Hon Ed Dermer:  Is there a problem with free range? 

Hon KIM CHANCE:  Certainly free range in the tropics.  The last thing we would want is a free range poultry 
farm run in Broome, for example, or anywhere down Eighty Mile Beach.  Those are issues that we need to keep 
a cap on.   

Newcastle disease affects only birds and is not enzootic.  As far as I know, it cannot affect human health.  
However, it can wipe out the bird population of an entire State.  It is a reason we need to retain licensing for egg 
producers.  They need to be licensed if for no other reason than biosecurity.  Licensing can also be helpful in our 
capacity to monitor animal welfare issues.  For those two reasons, but principally for biosecurity, we will license 
producers.  It will be an offence to produce without a licence.  Producers will be required to meet those 
biosecurity issues.   

Hon Dee Margetts:  Is it an offence now to not be licensed?   

Hon KIM CHANCE:  Yes.   

Hon Paddy Embry:  Will you be limiting the number of birds?   

Hon KIM CHANCE:  There is a limit to the number of birds for which people need to have a licence.  A small 
number of birds obviously represents a much smaller risk.  However, it will be necessary for us to maintain 
licensing.   

Hon Derrick Tomlinson:  Will you be doing the same for the broiler growers?  They have no licence.  It is a self-
regulated industry.   

Hon KIM CHANCE:  Local government authorities provide sufficient knowledge of where they are.  The broiler 
industry by its nature tends to be in bigger sheds, and it is closely governed by local government authority 
ordinances.  Our experience with small egg producers is that they are sometimes very small and located in areas 
in which local government ordinances do not have effect, such as out the back of Carnarvon.  Licensing is very 
important.  One of the reasons that Newcastle disease got such a grip in New South Wales recently and was so 
far advanced before we were able to deal with it, which meant that we lost many more chooks than we needed to, 
was simply that the New South Wales authorities did not know where the chooks were.  They did not have the 
location numbers, and farms were missed, and those farms then reinfected other areas.  It was just a mess.  If we 
know where the farms are as a result of the licensing scheme, we can deal with an outbreak of disease.  
Similarly, if there were to be another big plant like AAA - for example, if there were to be a BBB - the last place 
I would want it to be is in Gingin or anywhere near AAA.  It would need to be physically separated and far from 
Gingin and be at least in the southern suburbs, if not further south than that, such as in Pinjarra or somewhere 
like that.  

Hon Dee Margetts:  Would you be able to dictate the size?   

Hon KIM CHANCE:  We could do our best, because by having the capacity to license on biosecurity grounds 
we could refuse a company’s application for a licence if it wanted to locate itself next door to AAA.  Therefore, 
although I have not been asked that question before, I think we could do that on biosecurity grounds.   

Hon Derrick Tomlinson:  What about the mums and dads who want to keep chooks in their backyard? 

Hon KIM CHANCE:  That is below the licensing requirement now and will remain so.   

Hon Paddy Embry raised a number of other points, but I believe I have responded to them in the context of other 
issues.  I apologise for that lengthy summing up, but there are a lot of issues to be dealt with.  I hope I have 
answered most of the questions raised by members, and although I think there were one or two questions on 
which I did not do a very good job, we will have the opportunity of dealing with those further in committee.   

Question put and a division taken with the following result -  
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Ayes (21) 

Hon George Cash Hon Jon Ford Hon Simon O’Brien Hon Derrick Tomlinson 
Hon Kim Chance Hon Peter Foss Hon Louise Pratt Hon Ken Travers 
Hon Murray Criddle Hon Ray Halligan Hon Ljiljanna Ravlich Hon Ed Dermer (Teller) 
Hon Bruce Donaldson Hon Barry House Hon Barbara Scott  
Hon Sue Ellery Hon Robyn McSweeney Hon Tom Stephens  
Hon Adele Farina Hon Norman Moore Hon Bill Stretch  

Noes (8) 

Hon Robin Chapple Hon John Fischer Hon Jim Scott Hon Giz Watson 
Hon Paddy Embry Hon Dee Margetts Hon Christine Sharp Hon Frank Hough (Teller) 

Question thus passed. 

Bill read a second time. 

[Continued on page 5263.] 

Sitting suspended from 4.17 to 4.30 pm 
 


