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Australia’s low input’ agriculture
economy is now in shambles

A special report was prepared in October by Neville Archi-
bald, Richard Dart, Charles Muirhead, and a team of fellow
Australian farmers for presentation in the United States. We
are pleased to publish excerpts of it here. Currency amounts
are given in Australian dollars, unless otherwise noted.

Advocates of free trade like to call Australia the world model
of “low-cost farming,” a model society, so to speak. While
we would agree that it is a “model society,” we certainly are
not low-cost producers. Recent years of low farm prices and
rising production costs have looted the nation to the point of
economic and political crisis.

To give you some idea of Australia’s international finan-
cial situation, we as a country of 17 million, owed a foreign
debt of $160 billion at the end of the last financial year. This
gives us the dubious title of being the highest debtor per
capita in the world, with every employed person in the coun-
try owing approximately $22,000. To put it another way,
$9,500 for each person.

Just what has this given us in the way of infrastructure?
Our railways are almost completely shut down. Lines every-
where are being torn up and not replaced. This has put more
pressure on our road system, which has also had little or no
major work done on it in recent times. Our irrigation district
in northern Victoria is beginning to suffer the drastic conse-
quences of salinity, and although much talking has been
done, no money has been available to find real solutions to
the problem. So for all our huge debt, we have no concrete
wealth or infrastructure.

Our glorious government, much like yours, persists with
its kindergarten economics and keeps spouting the catch-
phrases, “Get big or get out,” and, “Become more efficient.”
As we all have found out, with interest rates of 20-25% and
upwards for the last ten years, you cannot afford to get big,
and if you do, how do you pay the interest on this high priced
capital? These rates can go as high as 35-40% if the banks
think you are high risk. Who isn’t high risk at those rates?
Any form of rural production is a gamble to begin with,
without being retarded by the high cost of capital.

The farm crisis :
Australian rural producers are facing the classic crisis—
growing production costs and falling commodity prices.
Cropping: The cost of growing crops has gone up by
400% since 1983 while the price has not altered.
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Background: The marketing of Australian wheat present-
ly takes place through the Australian Wheat Board. The
board is run by the government which buys all of the wheat
produced in Australia. The payment by the board to the farm-
er is done on a part payment basisi An initial percentage
payment is made; then, as it is sold, the board pays the
remainder in pieces, according to how much it actually re-
ceived on the world market, less costs, of course. This pro-
vides the farmer with a steady income at current world prices.
But our Australian Wheat Board is facing strong moves to
be deregulated by the cartels.

The precipitous drop in wheat pri¢es over the past months
has now created a situation where it is not feasible for many
farmers even to harvest this season’s crop. As of October,
Australian soft wheat (ASW) was $72 per metric ton, which
is U.S. $1.70 a bushel. Feed wheat' was around $65 a ton.
Last year’s ASW price was $110. The current low price is
even more drastic, considering that wheat has not yet begun
to be harvested in Australia, where the harvest season starts
in late November and runs through January. Purchased sor-
ghum and maize prices are projected at $95-105 next year.

Since our railways are no longer effective for shifting a
lot of our grain, we have resorted to the less efficient trucking.
Now that we rely on trucks almost entirely, the government
has raised the registration for big trucks and road trains by as
much as 4,000%, not to mention the huge taxes attached to
fuel prices.

Fuel prices are 80.2¢ a liter (U.S. $2.44 a gallon), up
from 59¢ in August.

Pigs: Our pig industry in Australia is facing a huge crisis
with the importing of Canadian pork at prices which our
producers cannot compete with. The other more serious im-
plication, is the importing of a viral disease that, at present,
we are thankful we haven’t got, namely, transmissible gas-
troenteritis, which would not only decimate our pig indus-
tries, but has the potential to affect our entire dairy herd also.

Wool/Sheepmeat:

Background: The marketing arm of our Australian wool
industry is called the Australian Wool Corporation. This was
set up in 1970 by the major wool producers in Australia, so
that in bad years the farmers could survive. Farmers have
paid in 10% of their wool clip each year since then to ensure
that when the floor price of wool fell below a previously
determined level, then the Wool Corporation would buy the
stock to ensure that producers received a fair price. The
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U.S. Congress hikes EPA’s
police-state powers

The seemingly unrelated problems of environmental en-
forcement and banking regulation have been brought to-
gether in a frightening manner by a group of laws, passed
by the 101st Congress, which bring criminal punishments,
and even harsher civil penalties, for a vast array of regula-
tory violations, The measures contained in the Clean Air
Act and the White Collar Crime portions of the Omnibus
Crime Bill have moved the United States a giant step
toward the point where there is no meaningful distinction
between civil and criminal law, creating a situation where
it requires the legal resources of a multinational cartel to
manage or finance any process manufacturing operation
in the United States.

The expanded powers granted to the bureaucrats of

the Environmental Protection Agency typify the prob-
lem.Amendments to the Clean Air Act have brought viola-
tions of that statute into conformity with the criminal pen-
alties recently attached to the Clean Water Act and the
Resource Conservation Recovery Act (RCRA) which
make “knowing violations” of the act a felony, with maxi-
mum prison terms of five years. New provisions will allow
the government to imprison for up to 15 years those per-
sons who “knowingly endanger the lives of others” by
releasing toxic chemicals, the list of which includes com-
mon substances used throughout industry. T e vague and
pliable notion of negligent endangerment is also made a
crime. | '

The bill gives the EPA new authority to issue adminis-
trative penalty orders up to $200,000, and field citations
up to $5,000 for minor infractions. The presumption of

-innocence otherwise guaranteed to defendants facing such

sanctions, is out the window in this case, and the burden
of proof falls entirely on the producer, since sources of
emissions (factories, small businesses, and family farms)
will be required to certify their compliance, and the EPA

government is supposed to be at arm’s length from the corpo-
ration, but two government representatives on the corpora-
tion’s board have been able to call the shots on government
borrowings, and influence government policy toward the cor-
poration.

The Minister for Primary Industries and Energy, John
Kerin, has used his government-granted power of veto to
force the Wool Corporation to lower the floor price of wool
from 870¢ down to 700¢ a kilogram, without consulting
growers, and against all logic. Even wool buyers did not
want a floor price drop, and castigated Kerin for his high-
handed actions.

In early 1990, Kerin forced the floor price down, and
boosted the support levy up to 20%. This saw producers
receive an effective 40% drop in real income. Within six
months, he again turned the screw. He raised the levy from
20% up to 40% of their income from the wool clip. Kerin’s
public statements on the need to lower the floor price have
also caused buyers to hold back from buying, pending more
price drops. As of mid-October, only about 25% of the wool
offered has been sold. There is talk of scrapping the reserve
price altogether, which will lead to a free-for-all market, with
no holds barred against the wool growers.

When farmers are forced to undergo such a drop in in-
come as that now experienced by the wool producers, they
must reduce their stock numbers to attempt to stay solvent.
This has effectively ruined the sheepmeat trade, with a glut
on the market forcing prices down until producers cannot
even cover the cost of transport.
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Our government has just decided that it must initiate the
shooting of 30-40 million sheep to remove this “oversupply”
problem. The rationale is that 40 million sheep will be shot
and buried, because if they are allowed to flood the market
it will bring down prices all over the world and cause a
worldwide collapse. Slaughtering the sheep is totally unjusti-
fied and immoral because of the closure of 50% of our
slaughterhouses. Our capacity to process mutton has been
significantly depleted. This is criminal, when you think of
all the starving people in the world.

The slaughter of these sheep is proposed by the govern-
ment to be paid for by the farmers themselves, by means of
an 8% further tax on wool sales. One farmer from Queensland
observes, “I don’t know how you can compensate yourself!”
So far, not many sheep have been shot.

The heavy intervention of cartels in buying, marketing,
and pricing of sheepmeat, is easily seen in meat prices and
availability for consumers.

® In Australia, mutton in the shops is selling for around
99¢ a kilogram, or U.S. 36¢ a pound.

® In U.S. supermarkets, one of the cheapest cuts (shoul-
der chops, called lamb for American consumers, but techni-
cally mutton) is selling for U.S. $3.49 per pound. This would
cost Australian consumers $9.60 a kilogram.

® Libya is among the countries unable to obtain sheep-
meat from Australia. According to inside information in Aus-
tralia, the AMLC (Australian Meat and Livestock Corpora-
tion) and the National Farmers Federation will not deal with
them.
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will be authorized to issue administrative subpoenas for
compliance data. The EPA will also be authorized to issue
compliance orders, with compliance schedules of up to
one year. A visit from an EPA inspector can generate a
mountain of paperwork, enormous expense, and a jail
term if obscure reporting requirements are not met.

In addition to the responsibility of complying with
constantly changing EPA regulations, the businessman or
farmer risks politically motivated harassment, since the
law adds qui tam provisions to encourage and reward
individual citizens to bring suit against alleged violators.
“Money-laundering” statutes will now apply to environ-
mental violations as well, since the Crime Bill contains a
provision that would expand the list of “predicate crimes”
supporting a conviction of money laundering to include
environmental crimes as well as the bank fraud crimes.
The bill also provides for criminal forfeiture in cases in-
volving criminal violation of the money laundering laws.

The forfeiture laws are a prime example of the dangers
inherent in these schemes, since they not only destroy the
presumption of innocence, but allow the government to

. ment, which forbids cruel and unusual punishment, since

|
freeze assets and destroy a business before an investiga-
tion is even completed. The statutes are equally dangerous
in their civil guise, and there are now some 100 civil
forfeiture statutes in the United States, as well as punitive
RICO (racketeering) and Anti-Trust laws which; carry
enormous destructive powers. Despite the fact that such
civil penalties are often more severe than criminal penalt-
ies, a defendant is not entitled to due process protection
or the proportionality requirement of the Eighth Amend-

courts generally hold that civil laws may not trigger the
constitutional safeguards present in criminal actions,

The nightmare world created by RICO, in which the
more lenient civil standard of proof is used to trigger
severe criminal penalties, is inexorably spreading into
the highly politicized realm of envionmental law, while
Congress is making punishment, not regulation, the cen-
tral focus of these statutes. The big winner here is the
Justice Department, which has now been made central to
the functioning of the entire regulatory apparatus.

.\ —Leo F. Scanlon

As of the end of October, a farmer might get only $10
for a prime, young sheep—with wool, unshorn, when a year
and a half ago he might expect to get $38-45 a head. Sale
sheep are only averaging $2.50 (AS$) per head. Most sheep
are simply unsalable right now. You can get a sheep pen for
10¢! This will cause many bankruptcies.

The myth of Australia being a low-cost producing nation
is entirely false! The economic problems have compounded
through the years, to the extent that many rural producers are
now mining their land rather than nurturing it, as they would
prefer to do. The debt level of the majority of rural producers
has hit an all-time high, with the average Australian farm
owing $250,000.

Besides low commodity prices, Australian farmers are
burdened with the highest income tax rate in the world, high
interestrates, a 20% sales tax on almost all parts and supplies,
and a 25% tax on the gross value of wool produced, with the
prospect of a 50% tax next year.

Farmers are working extremely long hours and still often
require a second income just to support their families. Ac-
cording to statistics, we have approximately 150,000 primary
producers who grow more than $20,000 worth of rural com-
modities per year. Various forecasts show that the number
of rural enterprises and landholders could well diminish by
70% in the next decade, joining the already high number
dispossessed.

The effect that this has on the morale of people is shock-
ing. Since 1975 the rural male youth suicide rates have soared
by 570%. In the rural shires of New South Wales, male youth
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suicides increased from 3.5 per 100,000 people in the 1960s
to more than 20 per 100,000 in the late 1980s.

The destruction of food and food potential

Worse than the destruction of food, is the destruction of
the capability to produce food. Australia has been subjected
to repeated episodes of government-sponsored, or -encour-
aged, programs to destroy food output potential in the name
of the argument that “reducing supply”” would increase prices
for farmers.

® Cattle kill-off. In 1974 there was a program to induce
cattle producers to kill off stock. Many cattle had to be shot
because of the effects of the drought; however, there were no
government programs to ameliorate the kill-off, for example,
“slaughter and store.”

® Tree-pull. A “tree-pull” government program has been
in effect off and on for 15 years, to reduce fruit output. The
government pays so much per tree, depending on the variety
and location. The rationalization was based on the mythical
“supply and demand” notion that reduced output would lead
to higher farm prices. Millions of trees have been lost, and
thousands of orchards of peaches, pears, apples, cherries,
and other fruits have been obliterated.

There are dozens of other examples of the destructive
role of the cartel companies in terms of fruit and vegetable
output in Australia.

® Potatoes. Just this 1990 crop season, the potato price
was slashed by 60% for the producers in the Atherton Table-
lands district in north Queensland. There is a small potato
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industry in this region, involving a few little towns, and
amounting to about $20 million annually. This year, there
will be only about $8 million in the potato industry for the
locale. The international cartel food-broker imported potato
chips for processing from Canada.

® Processing peas. In the 1990 season, most were left
unharvested in the paddock. The food-brokers brought in
peas from New Zealand.

® Apple pulp. A significant amount of the 1989 harvest
received incredibly low pulp prices, or no market at all,
because of the cheap pulp imported from South America.

® Cherries. In one instance in the mid-1980s, the cherry
crop in Victoria suffered, in effect, the annullment of a pre-
contract with Cadbury’s (the British confectioner monopoly)
and others, due to a switch by Cadbury’s to overseas imports.

Decline in farm output potential

Australian agriculture has been run into the ground so
severely, that it has reached the point of diminishing returns.

® Decline in grain capability. Overall output (of wheat
and coarse grains combined) has taken a nosedive, down
nearly 40% from the high level of 1984. In the early 1980s,
peaks of 25-31.5 million metric tons of grain were produced
in different crop years. But there has been a steady decline
over the past six years.

The area under grain cultivation has declined nearly 30%
since 1984. It has fallen from about 18.7 million hectares
down to fewer than 14 million hectares. Very little of this
decline has been picked up by an increase in cultivation of
non-grain crops. There has been an overall decline in land
under cultivation from 22 million hectares in 1983-84, down
to around 18 million hecatres in the 1989-90 season.

The average yields of wheat and coarse grains have stag-
nated, or even fallen. Average wheat yields are 1.5 million
tons per hectare, in contrast to 1.78 million tons in Canada,
1.87 in Argentina, 2.45 in the United States, and 4.79 in the
European Community.

® Decline in livestock. The national beef herd fell 25%
from 1976 to 1989-90, from 33.4 million head, down to 24.6
million. The national dairy herd has fallen more than 40%
since 1970, going from 2.83 million, down to 1.68 million.
Milk output has fallen from 7.5 million liters, down to 6.38
million liters—a 15% drop. On a per capita basis, the decline
is a shocking 37%, from 60 liters per person per yearin 1970,
to 38 liters today.

® Deterioration in soils. Through the inability of Austra-
lian farmers to have the income and the technologies to build
and replenish soils, the fertility of agricultural lands has been
steadily decreasing over the past century of use. To begin
with, Australian soils are poor in a wide variety of nutrients,
and require intervention. Many regions are in the danger of
being lost to any productive use in the near future, unless
massive fertilization is undertaken, with the correct balances
of major, intermediate, and trace minerals.
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