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THE LEGISLATIVE COUNCIL SELECT COMMITTEE ON THE TASMANIAN 
POPPY INDUSTRY MET AT LEVEL 4, TOWN HALL, ST JOHN STREET, 
LAUNCESTON, ON TUESDAY, 5 MARCH 2013 
 
 
Mr KEITH RICE AND MR GLYNN WILLIAMS, POPPY GROWERS TASMANIA, 
WERE CALLED, MADE THE STATUTORY DECLARATION AND WERE EXAMINED 
 
 
CHAIR (Mr Hall) - Good morning everyone.  Welcome to the public hearings of this 

investigation into the Tasmanian Poppy Industry.  For people's information today, the 
first witnesses are the PGAT at 9 o'clock, at 11 o'clock we have the TFGA, at 12 noon 
we have Tasmanian Alkaloids, at 2 o'clock GlaxoSmithKline, and then the department, 
Mr Kim Evans and company, at 3 o'clock.  That is the order of business for the day.   

 
 This is our first day of hearings on this particular committee and the committee will be 

taking sworn evidence.  I ask the first two witnesses to please take the statutory 
declaration. 
 
To recap, all the evidence taken at this hearing is protected by parliamentary privilege.  I 
do remind you that any comments you might make outside the hearings may not be 
afforded such privilege.  I believe, Glynn and Keith, that you know the rules as far as 
that goes.  We have a written submission from you - from Poppy Growers Tasmania.  So 
I will ask you to speak to that submission, if you would like, and then I will allow the 
committee opportunities to ask any questions. 

 
Mr WILLIAMS - Thank you very much.  I should say at this stage, Greg, that Keith Rice 

would like to do a brief introduction.  We have some farmers with us today - some poppy 
growers - who are anxious to also give evidence in the next hour and a half.  Keith will 
give some introductions as to the other farmers that we would like to address the 
committee. 

 
Mr RICE - Chairman, I really thank the committee for accommodating our early start this 

morning, that's greatly appreciated, given travel arrangements that we have later in the 
day.  There is the president of Poppy Growers Tasmania and myself appearing, together 
with our vice-president, Michael Agnew.  We have two farmers who have grown for the 
proponent.  They are coming along to give their story if the committee has time to hear 
what they have to say - that is Mr Adam Greenhill from Swansea and, again, Mr Michael 
Agnew.  We also have Marcus Archer from Cressy. 

 
 On top of that we have Mr Brian Hartnett, the former managing director of Tasmanian 

Alkaloids.  There are some matters that will come up in our submission that he may be 
able to give an explanation for.  We have asked Mr Hartnett to join us today because he 
is, in our view, an industry expert, but more particularly a world authority on the poppy 
industry.  And we say that without reservation. 

 
Mr WILLIAMS - Greg, we have of course provided the submission, which was made to the 

select committee inquiry.  Obviously we are going to be responsive to any questions that 
the committee may wish to ask us.  I first want to make mention of the fact that it is 
particularly noteworthy that we are under parliamentary privilege.  I say that because 
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Poppy Growers Tasmania has been resolute in its condemnation of the importation plan 
put forward by TPI Enterprises.  In our efforts to communicate with the people of 
Tasmania about the unnecessary nature of this plan we have been strident in our views 
that the need for importation on such a scale, and indeed the plan to grow poppies in 
Turkey from TPI seed is completely wrong. 

 
 On 13 August last year, I received correspondence from TPI, as did Mr Rice and Poppy 

Growers, which threatened legal proceedings.  As a public company with more than 10 
employees, TPI itself cannot be defamed.  Nevertheless efforts have been made by TPI to 
silence Poppy Growers Tasmania in an effort to stop public comment.  We were warned 
that if we continued to make comments about TPI's import plan then TPI would find it 
necessary to consider what action it could take to protect its reputation, on the basis that 
we were engaging in misleading and deceptive conduct.   

 
 Greg, we took that threat quite seriously, but there is not one farmer in Tasmania who 

believes this plan to import raw poppy straw from Turkey is necessary at all, in the way 
that TPI puts it forward.  So I again say that Poppy Growers Tasmania is resolutely 
opposed to this importation plan. 

 
 Effectively, the theme in the submission is that this whole debacle has been created by 

TPI.  TPI has been the architect of its own commercial misfortunes.  I emphasise that - 
its own commercial misfortunes.  TPI is a public company but it is not a listed company.  
It has not issued a prospectus - its shares have been put out there by direct placement.  
Whilst we could take hours discussing the nature of TPI and its money raising, any 
information that is publicly released by TPI is contained in its financial statements and 
reports that are filed each year, generally speaking, with the Australian Securities and 
Investments Commissions (ASIC).  These reports show that, year on year, TPI has been 
in a very challenging financial position.  In terms of the information the shareholders 
have received, it is quite revealing for us, as farmers, as to what TPI's plans have been 
over time. 

 
 In the 2009 calendar year - TPI runs with a calendar year financial year - there was much 

made in the reports, a copy of which I can make available to the committee, about TPI's 
basic business model.  This model has TPI buying its own farms, and growing a 
perennial poppy called Papaver bracteatum over many hundreds of hectares.  Indeed the 
company was bullish enough in these reports to suggest that it would reduce the purchase 
cost of feed, lime and bark to 50 per cent and this would be a big winner for the 
company.  Events have shown that in this year there was little, if any, P. bracteatum 
being grown by TPI and the challenges in growing P. bracteatum that we have 
considered indicate it is a very difficult crop to make feasible. 

 
 In the following year - in the 2010 report - there was not much made of the 

P. bracteatum, but a quick analysis of the reports indicated that for the financial year 
ended 2010 - which is the last one we have available; we have not been able to find any 
filed documents since that time - TPI Enterprises had a debt to equity ratio of 107 per 
cent.  In other words, it had more debt than it had equity and in that year it lost 
$12 million - it was losing $1 million a month. 

 
 It may be conjecture, but it is a concern to farmers - relations have been breaking down 

with farmers over arguments about crops, crop quality and crop payments - that TPI, as a 
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last resort, is looking to import poppies from Turkey and to grow its crop offshore.  
Nothing could be more damaging to the reputation of Tasmania as a stable secure 
supplier and the message that went out there to the world, that we became aware of last 
year, was that Tasmania, as a poppy growing destination, had just about reached the end 
of its life.  It was over and poppies had to be grown elsewhere.   

 
 This is wrong.  The recent study which we and the state government joined to do - not 

only an agronomic study, but also a social study of farmers and their current intentions - 
indicates that there is a core 45 000 hectares available for poppy growing in Tasmania at 
current prices, because of the price elasticity of demand.  If prices go up there is, in fact, 
much more land available.  The social study indicated that a price increase would 
motivate farmers to grow poppies.   

 
 The future for poppy growing in Tasmania is very bright, and it is a far cry from the story 

that might be put forward by TPI as to its need to grow offshore because it can't obtain 
land in Tasmania.  If it can't obtain land in Tasmania it is because of its own problems 
not because of the unwillingness or inability or lack of space on Tasmanian farms to 
grow poppies. 

 
 That is effectively my introduction, Greg.  If there are matters arising from that, or from 

the written submission, we would welcome those questions now before we turn to some 
of the TPI growers who have come here today wishing to give sworn evidence to the 
committee. 

 
CHAIR - Thanks for that introduction, Glynn.  I have a couple of questions, and then I will 

hand over to the other members of the committee. 
 
 Anecdotally, it is my impression that at least one of the processors - it might have been a 

spokesperson for Tasmanian Alkaloids who mentioned it - has given tacit approval to 
what the government was intending to do with the importation.  Is that your 
understanding as well? 

 
Mr WILLIAMS - There are two ways of looking at the question of importation.  The floods 

of January 2011 caused real damage and affected the confidence of the buyers of product 
overseas.  It is not clear to us that in fact product ran out, but it showed that if there is a 
particularly bad seasonal event, for instance, or if crop planning goes wrong on a big 
scale, there could be an interruption to supply.  The pill makers, which make all the 
money from this industry, or the most money, would not be happy about this.  To that 
extent there is validity in a risk mitigation strategy for the two big companies, which 
grow far more, of course, than TPI is growing, to have some crop security outside 
Tasmania.  That is their argument.   

 
 We don't buy that because Tasmania has a unique geography and a unique climate, which 

means we have seven different growing regions with very different types of weather.  In 
2011, the supply risk was balanced out in that the north of the state was hit hard, but the 
south of the state had one of its best crops and yields on record.   

 
 We do not necessarily buy the crop mitigation argument at this time.  There can be secure 

supply created by the companies having greater stockpiles.  Of course, again, it comes 
back to commercial pressures - they may not want to have larger stockpiles because it 
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will cost them, having inventory sitting there.  But, this is growing a crop.  Poppies are 
particularly difficult to grow, especially in other places in the world.  There are reasons 
why they would be pushing that, but we do not necessarily agree with them fully. 

 
CHAIR - There was also the report released on Friday.  You may have alluded to that before. 
 
Mr WILLIAMS - Yes. 
 
CHAIR - I think that was done in January with Macquarie Franklin. 
 
Mr WILLIAMS - Macquarie Franklin.  Yes, there was a very comprehensive poll taken - a 

random survey of farmers.  To our knowledge there are about 650, year in/year out, 
poppy growing units in Tasmania.  Most of those are family farms, and a third of those 
were surveyed.  It was a comprehensive survey. 

 
Mr WILKINSON - Can I ask what you mean by 'poppy growing units', Glynn? 
 
Mr WILLIAMS - Well, farms, basically. 
 
Mr WILKINSON - So, 650 farmers? 
 
Mr WILLIAMS - Yes. 
 
Mr RICE - Generally speaking, there are probably 1 000 licences to grow.  So some farmers 

might grow for all three companies; some might grow for two; and others just grow for 
one company in particular.  There is confusion out there, that there are 1 000 farms, but 
there are not.  It is 1 000 licences on about 650 farms. 

 
Mr WILLIAMS - Yes, different licences for different companies. 
 
CHAIR - There has been a claim by a couple of the major processors that they need resource 

security, because of the possible effects of drought and that sort of thing.  There has been 
an exponential growth of centre pivots and irrigation, particularly in the last five years, in 
virtually all poppy growing areas of the state.  You can probably grow a crop of poppies 
with minimal rainfalls, as long as you have the water and infrastructure.  In your view, 
would that have mitigated resource security concerns quite a lot? 

 
Mr WILLIAMS - Absolutely.  Tasmania's productive capacity - and we have had an 

aberration of two very wet years - but in dry years, the amount of on-farm storage and the 
new irrigation schemes mean that we can produce very reliably.  You can't do that in 
other parts of mainland Australia where you have chronic heat waves.  If you had a few 
days of 40 degrees in a row, in Victoria for example, the poppy crop would be decimated.  
I have always argued, and continue to argue, that if you think you are going to alleviate 
risk by growing in Victoria you will end up with egg on your face, because the crops 
could literally wither up.  We grow poppies as a flower.  It is a giant market garden, in a 
sense, and they really need to be looked after, and Tasmania is the best place in the world 
to do that. 

 
Mr RICE - Just on the Macquarie Franklin report, which we have given you a copy of - that 

had its genesis in the United Nations - 
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CHAIR - We just got that this morning, Keith.  I have an executive summary.  We were 

having a bit of trouble tracking it down.  I had a bit of trouble doing that yesterday. 
 
Mr RICE - I ran some copies off and brought them this morning, but you beat me to the gun 

with that particular one. 
 
 That arose when we were at the United Nations Commission on Narcotic Drugs meeting 

last year.  As Glynn said, it was evident that there was a particular element within that 
meeting that was saying, 'Tasmania can no longer grow.  You have run out of area.  What 
are you going to do now?'.  With some urgent phone calls back to the Department of 
Primary Industry and great co-operation from the department and the minister we came 
together in a partnership to have an independent study done of the land.   

 
 In the past, there was a study done in 1997 that identified 60 000 hectares on an annual 

sustainable basis out of a possible 350 000 hectares, but you have to reduce that to a 
sustainable basis.  A land capability study was done by TIAR in 2010 which confirmed 
the 60 000, but there was some conjecture about the social and economic reasons why 
growers may or may not grow poppies.  So we needed to have a definitive document.  
The department funded half and Poppy Growers Tasmania funded half, and Macquarie 
Franklin became the consultants to conduct the study.  It is a totally independent study 
and we see that now as the definitive document.   

 
 It did reduce the area from 350 000 to 250 000 hectares.  We weren't happy with that but 

they are the figures that came out.  Some crops will have a seven- or eight-year rotation, 
but generally we look to about a three-year rotation.  With the economic conditions that 
are prevailing today, and the contractual arrangements, and the risk of growing the crop, 
the estimate is - it is a very conservative estimates - that 45 000 hectares are available.  
We grew the biggest crop ever this year of 30 000 hectares.  That is all but off now, as we 
speak, so if this weather keeps going for a day or two we will be set. 

 
 We do recognise there were two arguments going to importation.  One argument is that a 

company or companies, which lost the confidence of growers in Tasmania, claim it is 
necessary because there isn't any land.  We say that is not right.  They have lost the 
confidence of growers to grow.   

 
 There is another argument of risk mitigation strategy by the two major companies 

because they supply 50 per cent of the base material for the world pharmaceutical 
industry.  In thebaine products, which is the dominant product now, they supply 90 per 
cent of the world market, or thereabouts.  Their customers are asking why they should 
buy out of Tasmania and put all their eggs in the one basket.  They need a risk mitigation 
strategy, so should they go to France, or Spain, or where else?  We understand their 
argument and we are looking to Victoria and perhaps New Zealand - we are not that keen 
on New Zealand, by the way; we would rather be in mainland Australia.  The 
commonwealth, and the state governments of Australia have supported the industry in 
Tasmania for the last 40 years.  If there needs to be a satellite expansion, we should say 
that Australia has the authority of the UN - Australia has the integrity and the reputation 
of the UN, based on Tasmania - and the satellite should go to somewhere in Australia.  It 
is not for me to nominate where that might be.   
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 As this industry grows, and no doubt it will - there are some exciting projections out 
there for the growth of this industry - we would like to see a critical mass continue to be 
grown in Tasmania, to support those growers who have the government's irrigation 
schemes, and the huge investment in water and infrastructure; to support those growers 
with a Tasmanian risk mitigation strategy.  We are currently having a discussion with 
GlaxoSmithKline and Tasmanian Alkaloids about how we are going to manage that.   

 
 A particular element of the crop may go somewhere else, but our principal argument 

remains.  As Glynn said, there are seven micro regions in Tasmania - they are all quite 
different, and they all have their own set of poppy seeds and conditions.  We believe 
Tasmania has a very, very bright future, and there is no need for imports from the other 
side of the world, because we have supposedly run out of land to grow. 

 
CHAIR - A final quick question - as an organisation representing poppy growers in the state, 

were you surprised that the government and the minister ignored the advice from the 
Poppy Control and Advisory Board - the actual regulator?   

 
Mr WILLIAMS - I found it hard to believe, Greg.  The advice was unequivocal - it was 

compelling, and there has been, in my view, a complete disregard of the facts.  If an 
administrative decision has to be based on evidence, you have to wonder why you would 
ignore evidence that goes the other way, in such an impartial manner.  So it came as a 
great surprise. 

 
CHAIR - Have you any inkling as to why cabinet made that decision? 
 
Mr WILLIAMS - No.  It is a decision that has caused enormous damage to the confidence 

of Tasmanian farming families.  We are now correcting that, but there was a lot of work 
to be done to correct the damage it has done to the Tasmanian farming economy, and to 
our perception, long term, as a very safe place to grow poppies that are going to serve 
important needs into the future.  You can only wonder what was going through their 
minds when they made this fateful decision. 

 
CHAIR - Thank you. 
 
Mr RICE - Can I also add to that please?  In early 2010, the first application by the 

proponent to import poppies was refused by the government.  Again, the Poppy Advisory 
and Control Board, the PACB, recommended to the government that the application to 
import be refused and the government refused the first application.  So we were 
absolutely astonished when the second application was made and the second application 
was granted, against the advice of the government regulator, the Poppy Advisory and 
Control Board.  There had already been a decision made not to allow it to happen, but 
then it was overturned. 
 

Mr WILKINSON - Can I ask, what were the conclusions relating to the decision in 2010 not 
to allow importation? 

 
Mr RICE - We made submissions to government in that regard, Jim, and it took some time 

for us to find out what had happened.  There were no reasons provided at that time as to 
why it was refused. 
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Mr WILKINSON - So you weren't given any reasons?   
 
Mr RICE - No. 
 
Mr WILKINSON - And did you ask for reasons as to why there was a turnaround? 
 
Mr RICE -Yes. 
 
Mr WILKINSON - And the reasons were? 
 
Mr RICE - They are still coming. 
 
Mr WILKINSON - So you haven't received those? 
 
Mr RICE - No. 
 
Mr WILKINSON - When did you ask for those? 
 
Mr WILLIAMS - Well, Keith is looking at that.  The question I keep asking myself is:  what 

kind of inquiry did the government actually make into TPI and its condition?  At the end 
of 2010, its reports were accompanied by an independent auditor's report.  The auditor's 
report says the usual things about audit standards and audit evidence, and basing their 
report on that evidence.  It then goes on to say - and you don't often read this: 

 
'The statement of financial position includes a balance of $5 822 111 for 
deferred income tax assets arising from tax losses carried forward.  The 
company has recognised these losses on the assumption that it will generate 
sufficient future taxable profits against which the losses can be utilised.  It 
is noted that the forecast for the year immediately subsequent indicates a 
further loss, and accordingly the assumption of future profits is on forecasts 
for 2012 and later years.  They incorporate a number of significant 
assumptions in relation to future conditions and events, including area of 
crops planted and harvested, yield of those crops, production efficiencies, 
raw material costs, labour costs and so on. 
 
These assumptions contain inherent uncertainties, which could significantly 
alter the future results.  In our view -' 
 

 This is Garrett and Garrett, chartered accountants. 
 

'In our view, due to the inherent uncertainty surrounding the assumptions 
on which the forecast of future profits is based, there does not exist 
sufficient convincing evidence for the requirements of the income taxes 
rule to be satisfied, in relation to the recognition of the full balance of 
deferred tax assets arising from tax losses.  Accordingly, if the tax losses 
had not been recognised, income tax benefit, net assets and shareholder 
equity would have been reduced by $5 822 111.' 
 

 When an auditor is saying those things in the report, one has to ask what the government 
really looked into.  I would want to ask this company some hard questions about how it 
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was going to generate money to keep going, let alone why there should be such a 
reckless decision to import, and grow poppies in Turkey.  The letter that I referred to 
earlier, where we were threatened with legal action, in a veiled way, arose at a time when 
the late Rod Thirkell-Johnston was very concerned about TPI's plans, as a neighbour.  He 
was concerned about the biosecurity risk.  In response to that, TPI indicated that there 
would be no biosecurity risk because they would be growing the stuff in Turkey with 
their own seed - it wouldn't be a problem for neighbours.  That was a real revelation, 
because they were jumping decades of poppy growing in Turkey by bringing in 
Tasmanian-based provenance and growing there.  So, this was a Tasmanian crop that had 
been grown in Turkey. 

 
 If that is the new business model - given how often TPI has changed its business model - 

then the decision to allow importation on that basis was extremely reckless.  That is my 
greatest concern - that the government simply has not understood what is going on and 
did not ask the hard questions. 

 
CHAIR - Jim, do you want to continue with that line of questioning? 
 
Mr WILKINSON - Yes, I think Keith was going to come back - 
 
Mr RICE - I am under some pressure, Jim.  I can't find it now.  I know it's here - it's 

in the letter to the premier. 
 
Mr WILKINSON - Yes, you asked for the information some months ago. 
 
Mr RICE - A year ago. 
 
Mr WILKINSON - And you haven't received it yet? 
 
Mr RICE - No, I haven't been given any reasons for the current decision, or any 

reasons why they disallowed the first application. 
 
Mr WILKINSON - Can I just drill down a bit in relation to that?  Are you saying this was 

the conclusion they arrived at and, when you asked why they arrived at it and how they 
arrived at that conclusion, there was no reason given at all other than that was our 
conclusion? 

 
Mr RICE - No, perhaps that is not quite right or quite fair of us if we are giving that 

impression.  The reasons we have been given more particularly verbally than anything 
else is to ensure that there is manufacturing still being able to continue in Tasmania so 
the company will be able to continue to manufacture and maintain its employment in the 
state.  Because it has not sufficient raw material, it cannot generate sufficient raw 
material, on the land available in Tasmania so it needs to import product to meet its 
orders - orders we are not aware of - but to meet those orders and to keep production 
capacity within the state. 

 
Mr MULDER - Does Turkey have authority of the UN to grow this material? 
 
Mr WILLIAMS - Absolutely.  Turkey, if you like, is a founding member state of the 1961 

UN Convention.  Turkey has a very large and traditional poppy growing community 
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where it is anecdotally said there are 100 000 farms that grow an acre of poppies or 
thereabouts. 

 
Mr MULDER - We will restrict ourselves to the legitimate market at this point will we? 
 
Mr WILLIAMS - Yes. 
 
Mr MULDER - Does Turkey have the licences to manufacture? 
 
Mr WILLIAMS - Yes, it has its own licences to manufacture. 
 
Mr MULDER - So there is no real reason why a Turkish company couldn't grow material in 

Turkey and manufacture it? 
 
Mr WILLIAMS - And they do.  It would be just as simple for a Turkish government keen to 

get trade to say to TPI, 'You have a great, new sovereign-free process.  Why don't you 
come over here?  You are growing the stuff here now.'  So, it just moves on from there. 

 
Mr MULDER - But then wouldn't that be just part of the normal market, that a business goes 

where it can gets its product at the lowest cost of production? 
 
Mr WILLIAMS - It could be.  The relationship between licit and illicit is not appreciated in 

Tasmania because one of the social advantages we have for growing poppies is that there 
is no leakage.  This is a fantastic place for respect of the crop and respect of the law.  So 
this is a big deal. 

 
 Under that entire convention there are only a few licences effectively around the world 

for entry into the licit market because it has to be tightly restrained.  If narcotics go bad it 
causes terrible social disruption and devastation.  So a huge thing about the TPI is the 
fact that it has a licence which was granted by the Tasmanian government.  That is its 
greatest asset.  To actually then allow that and move it offshore, to our view, has been an 
appalling debacle.  It is a great tragedy if that was to happen.  It would not normally 
happen because there is no free trade in narcotics. 

 
Mr MULDER - So the free trade in narcotics, I am now talking about the cost of production, 

it is almost like it is suggesting that Tasmania cannot compete on the open market 
although it has the best growing conditions.  So what is the TPI's take on the fact that this 
is easily seen as a question of free trade versus protectionism?  The issue about 
diversions into the illegal supply chain and Tasmania's unique advantage, wouldn't that 
be a better thing to be dealing with at the international convention levels rather than 
trying to block imports? 

 
Mr WILLIAMS - The UN regularly studies the member states that have a licit and illicit 

market.  Regarding its study into Tasmania's security, two years ago they came up with 
one of the best report cards ever.  Tasmania is very well credentialed.  We do have 
excellent security and, as I emphasised, the Tasmanian community is very, very 
responsible.   

 
 Issues of commerciality are really beyond my knowledge.  I do know that there is 

strenuous and regular lobbying by TPI around the globe.  If you look at their annual 
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reports you see the amount of money that is spent by TPI on travel.  I know there have 
been extensive efforts by TPI through the Australian Embassy in Turkey to encourage 
commercial deals.  I don't know what kind of commercial deal and commercial 
negotiations are going on between TPI and Turkey, but it will be no doubt that, as part of 
the euro zone, Turkey will be keen to encourage investment. 

 
Mr RICE -Perhaps by way of explanation in that regard, Turkey and India are accepted by 

the United Nations as traditional suppliers.  The biggest market in the world is the 
United States market.  Back in 1990, there was introduced was what known an 80-20 
rule, an importation rule.  Turkey and India were provided with an 80 per cent guarantee 
to provide product into the United States market.  Australia and other producing 
countries were limited to 20 per cent of that market.  India and Turkey could compete 
for that 20 per cent as well. 

 
 Things have moved on from that particular time with various products.  The 80-20 rule is 

still in place for morphine, but it isn't in place for thebaine and other products that 
Australia now produces.   

 
 Turkey is a major competitor for Australian product in Australian markets - well, in the 

markets that Australia seeks to go to.  From our point of view there is land available in 
Tasmania; there is integrity and security around the Tasmanian industry and the 
Tasmanian crop.  We will call it the Australian crop because that is how it is seen in the 
UN - and we - from a point of view of the confidence and the reliability and the security 
surrounding the Australian industry, it went like wildfire through the industry when 
'Australia can no longer provide reliability of supply' in that we have a company in 
Tasmania seeking to top up its supply out of a foreign country - let me put it in those 
terms. 

 
 That is why we are seeking to maintain as much as we are able to as growers, it is up to 

the three processors to be able to supply their markets, we are not in a commercial sense 
at all, but to maintain that integrity. 

 
Mr MULDER - I think that is where I heard you say that TPI is hiding behind the 

smokescreen of not being able to get sufficient product to be able to grow it in 
Tasmania, but the reality is that they actually are going to Turkey because it is a cheaper 
product for them. 

 
Mr RICE - Well, we don't know that, but we presume that that is correct, that basically - 
 
Mr MULDER - Well, you can read between the lines.  They are putting out the words 

saying, 'We are only going to Turkey because there is insufficient growing space.' and - 
 
Mr RICE - Insufficient growing space in Tasmania. 
 
Mr MULDER - you can ably prove that is not true, then it is - 
 
Mr RICE - Yes. 
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Mr MULDER - fairly safe to say the other motivation, if you read from their own auditors, it 
is an attempt to drive the cost of supply down, and that's what they are doing by going to 
a market that seems to be able to produce it cheaper than we can. 

 
Mr WILLIAMS - Well, maybe.  But on a similar basis we would say no.  I'm not here to 

talk about the food industry.  The food industry suffers because of costs down the line.  
In terms of poppies and production, there has been a lot of money invested by 
Tasmanian farmers in capital, on water, centre pivots, precision technology, big spray 
booms, and the like.  Apart from that capital cost, Tasmanian farmers grow poppies as 
cheap, if not cheaper, than other parts of the world.  There is no doubt that we absolutely 
hammer the Spanish and the French, and that's why the poppy industry which started 
there is not flourishing in the way that it is here.  We are prepared to take bigger risks 
than they actually are.  Why is that?  Because we actually don't have so many other 
things to grow as they do and we don't have nearby populations.   

 
 The poppy industry is fundamental to us in that it gives us a crop in our rotation.  We 

don't have it because it's lucrative and we make a fortune out of it.  Year on year, we 
don't make huge returns, but it is a vital part of keeping farms serviced and farm income 
serviced. 

 
CHAIR - You are privy to the areas whereby TPI is intending to grow in Turkey.  

Anecdotally I hear it is in more the hill regions and poorer regions in terms of 
infrastructure and soil types, etcetera.  Is that the case? 

 
Mr RICE - Could I just perhaps come back to where we were speaking on Tony's question, 

of - I have lost my train of thought now.  Where we go with Turkey, what are we doing, 
the economics?  It is cheaper to grow over in Turkey - that is our fundamental 
understanding - however they grow an inferior product to what we do.  The two major 
companies in Tasmania, over the past 40 years, have invested millions of dollars in 
research and development to the extent that our average alkaloid is 3 per cent and 
upwards now.  They are looking at nudging 4 per cent, and 5 per cent - there are huge 
gains.  The crop that is coming out of Turkey would be best described as being under 
1 per cent, and probably at 0.5 of 1 per cent.  The economics of bringing it half way 
around the world are extraordinary.  We cannot work those out. 

 
Mr MULDER - That is the point I am trying to make. If we grow a better product at a 

cheaper end product rate - and we are not talking about tonnes of straw, we are talking 
about kilograms of product - it seems to me that it would make commercial sense to 
grow the stuff in Tasmania and not go overseas.  If someone wants to risk their 
shareholders' capital and not take that particular course of action, isn't that just a question 
of, 'Well, bad luck.  That is a commercial decision, and you will go broke.'?  Isn't that the 
market working rather than the market failing? 

 
Mr WILLIAMS - If the market worked, given that there is no free trade in narcotics - 
 
Mr MULDER - In legal narcotics - there is a fair free trade in the other. 
 
Mr WILLIAMS - The true market test would be failing in Tasmania - not destroying the 

Tasmanian industry by encouraging a proliferation of poppy growing elsewhere.  There 
have been so many business models TPI has come up with that have failed.  This could 
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well be another business model that fails, but this will affect, and is affecting, all of us - 
that is our fundamental problem. 

 
Mr MULDER - If this business model fails because they are buying an inferior product and 

they are paying more for that end product, as you say, then what would the Tasmanian 
industry have to fear if someone headed off down that path and went broke, when the 
market for the product is still there?  Wouldn't that simply mean that one small operator 
goes down the tube?  What risk is that to the industry in the long run? 

 
Mr WILLIAMS - Big pharmaceuticals invest in the oxycontins, and so on, and they want to 

get a return.  A few years ago it was worth $11 billion a year in North America alone, at 
the pill stage.  We get a fraction of that.  They want to drive the cost of raw materials 
down by looking to grow in other places, and coming up with other models.  The 
proliferation of poppy growing is not something the world needs, but TPI has done 
damage to Tasmania's reputation as a supplier.  The empirical work has just been done 
and we are now on the path to recovery, but the more this importation goes on the more 
the damage continues. 

 
Mr MULDER - That is my point.  The end customer is going to buy not the tonnage of 

imports, but the kilograms of output of the industry.  You are telling me Tasmania can do 
that better than Turkey, because of Turkey's inferior product.  Won't those with a 
business model that produces the best product at the lowest cost end up with the market, 
and those who cannot will fall by the wayside? 

 
 Are we talking about a free trade or a protectionist argument when it comes to blocking a 

one-off importation, which by your own calculations, is a poor business decision that is 
going to come back and haunt the person who made it? 

 
Mr WILLIAMS - Ultimately, TPI's survival will be up to TPI, so your points are valid but in 

terms of the reputation for us as a supplier, we did not need this.  Without being 
protectionist at all, Tasmania did not need this, and it does not need it and our reputation 
has been hit. 

 
Mr MULDER - My next point refers to the letter from the minister dated 13 December.  I do 

not know whether I need to clarify that for Hansard - maybe I will read it in. 
 
 Letter from the Honourable Bryan Green, MP, Deputy Premier to Mr Keith Rice, Chief 

Executive Poppy Growers Tasmania Incorporated, P.O. Box 3104, Launceston, dated 
30 December. 

 
'Dear Mr Rice - 
 

 And it has been changed to Dear Keith, so other people believe in informality as well, it 
would seem. 

 
'I refer to our meeting 7 November 2012, at which you requested written 
confirmation that the importation of poppy straw by TPI Enterprises from 
Turkey has been approved as a one-off event.  I confirm the government 
has given in-principle support to TPI Enterprises to import poppy straw 
from Turkey on a one-off basis in 2013 subject to the company meeting 
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relevant commonwealth and state legislative requirements including those 
in respect of narcotics and biosecurity. 
 
I further confirm that the government will not support additional 
applications by processors to import poppy straw unless there is an 
industry-wide agreement that the benefits of doing so are likely to outweigh 
the costs.  I note the ongoing work being undertaken by industry 
representatives and government officials on the industry development 
framework, which I understand will consider surety of supply issues.  I 
look forward to seeing that work come to fruition next year. 
 
Yours sincerely, 
Bryan Green, Minister for Primary Industries and Water. 
[To be confirmed.] 
 

 What comfort do you take that this is a one-off, given the minister's assurance? 
 
Mr WILLIAMS - Well, no.  There is not much rugby played in Tasmania, but I 

don't mind watching a game of rugby union.  They kick the ball up and they run 
forward and they try and catch it.  And this is one of those events - let's have 
one import now, and then we will see if we can get the agreement, and then we 
will catch it on the other side so it can keep on going. 

 
 We have been involved in this industry strategy, but I want to make it very clear 

here that Poppy Growers Tasmania and the poppy farmers of Tasmania will not 
be sold out to support some kind of approval for ongoing importation which 
we, at this time, reject.  There are certain issues about risk mitigation that Keith 
has referred to that are worthy of exploring over the next five to 10 years, but 
not in this manner. 

 
Mr MULDER - I am trying to figure out the analogy.  I am not quite sure - kicking 

a ball forward and trying to catch it - I mean - 
 
Mr WILLIAMS - Well, no, it is about allowing an importation once.  If you read 

this letter, it says it is a one-off event, but if everyone agrees - 
 
Mr MULDER - There can be more. 
 
Mr WILLIAMS - There can be more. So we've caught the ball at the other side. 
 
Mr MULDER - But any future importations will be subject to industry-wide 

agreement, and I get the message quite clearly from you guys that is unlikely to 
occur. 

 
Mr WILLIAMS - That is unlikely to occur. 
 
Mr MULDER - So, in other words, the fate of future poppy imports is in your own 

hands? 
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Mr WILLIAMS - We are only part of a group, and the state government has 
determined this application. 

 
Mr MULDER - So the 'industry-wide agreement' - who would you see that as 

referring to? 
 
Mr RICE - The processors and the growers. 
 
Mr MULDER - The processors and the growers. 
 
Mr RICE - And the government. 
 
Mr MULDER - So from the growers' perspective, you're not likely to reach such an 

agreement, and I will address my questions to the others. 
 
Mr WILLIAMS - No, no. 
 
Mr MULDER - Thank you. 
 
CHAIR - We might, at this stage, take the opportunity to hear from two of the 

growers that are here.  Those two growers have to come to the table, and have 
to be sworn in, before they can make any comment. 

 
 
THE WITNESSES WITHDREW 
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Mr MICHAEL AGNEW AND Mr ADAM GREENHILL, POPPY GROWERS Tasmania, 
WERE CALLED, ADE THE STATUTORY DECLARATION AND WERE EXAMINED. 
 
CHAIR - I will ask you to make a contribution in support of the Poppy Growers Association.  

Thank you. 
 
Mr GREENHILL - Would you like to hear my individual experience with the company?  I 

have had a bad experience with the company this year.  Can I run through roughly what 
has happened in my situation? 

 
CHAIR - Yes, if you could just make some concise points just in that regard. 
 
Mr WILKINSON - Adam, if I might ask one of my questions, is the area of land of the 

product available to be grown within Tasmania at the moment for TPI?  In other words is 
the land there, are the growers there, and is the product there?  I don't know but that 
might help us with the questions. 

 
Mr GREENHILL - I certainly will address those.  Would you like to hear my personal 

relationship with the company also? 
 
CHAIR - Yes. 
 
Mr GREENHILL - I have had a bad run this year.  I will start by saying this is my opinion.  

I have been a big supporter of TPI.  I have thought that the third player or the third 
processor is great for Tasmania.  I have supported it with my neighbours and encouraged 
my neighbours to grow with TPI.  It is good for the industry.  I believe they have brought 
in new markets that we didn't have and the competition is healthy.  It also, because we 
are an outlying region, has actually brought poppies into our district because we are the 
fall back.  When they can get good growing areas closer to the factory they choose those 
first, so naturally TPI has come to us to get the area.  

 
 This year, we grew 40 hectares of dry land poppies which was a great success.  All the 

way through we have had our field officer who has been meticulous.  He has done a 
fantastic job, telling us what a wonderful crop it was, and then it all fell down at the end 
for no apparent reason.  It was harvested perfectly; it was perfectly clean.  The gripe I 
had was they said load two came back contaminated 50 per cent with thistles.  I am 
getting stat decs signed by the truck driver who carted load two, the driver who drove the 
harvester - my field rep cannot sign a stat dec for fear of losing his position - saying that 
there were absolutely zero weeds in there. 

 
 What has happened is I have tried to resolve this with the company and it has just gone 

absolutely nowhere.  For one, the company tells us that they rang us to inform us of the 
problem when it happened yet no-one got any phone call.  They said we chose not to 
inspect the load; we weren't told about the load.  The load was put straight through the 
main processing line where it should not have been.  If it was 50 per cent thistle it would 
have been set aside with the other contaminated loads.  I have had two people who 
witnessed the testing procedure - the testing procedure is absolutely flawed and it is not 
overseen; we don't have any evidence of this but from witnesses watching the testing 
procedure - and that is being signed off in a stat dec that they purposefully pick the 
greenest samples they can off the top of the load.  They don't go into the truck as they are 
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meant to.  This is hearsay, but the testing lady is a major shareholder, or a significant 
shareholder, in the company. 

 
 When I have tried to resolve it with management I haven't got through to management.  I 

have been told twice in phone conversations that 'I am sorry Mr Ritchie is a very busy 
man and he might find time to return your call.'  I can't resolve the issue.  I now have to 
go to the courts with it. 

 
 As far as the industry goes, I would like to say I truly believe they have made no effort 

with the farmers.  Tasmanian agriculture is an old fashioned industry and we really do 
work off respect and relationships because we all know each other.  I have never seen a 
company come in like this, with this arrogance, and treat farmers as they have.  I have 
talked to friends who farm around Deloraine.  Mike Creswell, one farmer, said that they 
have not approached any of the growers around him to grow poppies.  He has followed 
that up by saying there is no way he would grow poppies for them now after the horror 
stories that are going round the industry. 

 
 A minute ago you heard that the average assay is around three and four per cent.  This 

poppy which our field officer was passing on as one of the better poppy crops came in at 
1.7 per cent.  I believe that is due to the testing procedure which we just leave to TPI to 
do.   

 
 From this, I can draw two conclusions:  either they got the wrong load, they have tested 

someone else's load, because they showed me the sample and there were thistles in it.  I 
hope that is what has happened; it has been a mistake.  But the other option is that they 
are dishonest, and it is seeming like that, because they are not even making the effort to 
talk to me.   

 
 This is a recurring thing with other growers.  I can tell you that I am not the only one in 

this situation.  At the end of the day, if they do want Tasmanian growers, these sort of 
issues have to be resolved and I can't even get through to management.  They are 
burning bridges.  They certainly have very little respect from the farming community 
and very little trust from the farming community.  So I can't see that they are ever going 
to get up and running in Tasmania with the current structure or management. 

 
CHAIR - Just to encapsulate, going back to Jim's question before, then in your view, as a 

grower, it is the lack of communication, perhaps the lack of trust - put it what way - 
between TPI and the growers and the contractors that are not enabling them to get the 
amount of hectares that they would want?  Is that the way you see it, in a nutshell? 

 
Mr GREENHILL - Absolutely.  Like I said, our ground staff are fantastic.  When I have 

discussed this with our field officer who 100 per cent supported me and said there is 
absolutely no way there were any thistles in that load, I asked, 'How have you got on 
discussing it with management?'.  He said, 'Look, Adam, I'm sorry it's as simple as this, 
we are not allowed to have an opinion.  We cannot talk to you about this.' 

 
 Another issue, I was in the process of negotiating a pivot irrigator to grow them more 

poppies next year.  I had to commit to it quickly and they wouldn't give me my assay.  
The contract says the assays will be back with 10 days - it takes 24 hours.  It took 
30 days for my assays to come back.  The assays came back the day before I got my 
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final payment.  Now, I was talking to management, or lower management, about this:  'I 
need those assays, I'm committing to finance.'  And he virtually said, 'I have your assays 
but I'm not allowed to tell you.'  What is that about?  If has the assays, they were done 
within 10 days and the contract says I should have them, but he couldn't tell me.  I got 
the assays the day before I got a cheque which was reduced by $40 000 on where I 
believe it should have been if that load was not contaminated.  That contaminated load 
brought my cheque down by $40 000. 

 
CHAIR - Adam, in fairness to TPI, you would also be aware that assays can be very 

unpredictable. 
 
Mr GREENHILL - Yes. 
 
CHAIR - Even in neighbouring paddocks and all sorts of things like that.  It is a bit of a pig 

in a poke and that has always been the case. 
 
Mr GREENHILL - I am taking that into account.  I am actually using the assay off the other 

three loads, which is what you would expect that fourth load to be.  I am not speculating 
about what my assay should have been.  I am telling you what my assay was over the 
other three loads, and there was a $40 000 discount.  Now, I can't even talk to 
management about it.   

 
 To tell you the truth I don't think they have any interest in getting Tasmanian growers.  I 

have been a real advocate of them and I have convinced my neighbours to grow.  I can't 
see many people that I have talked into growing, growing for them again. 

 
CHAIR - Thank you.  Any questions?  Adriana. 
 
Mrs TAYLOR - Just a few simple ones, I suppose.  How did your neighbours get on, if they 

grew for TPI as well? 
 
Mr GREENHILL - Well, there are a lot of disgruntled growers in our district.  There are 

about 20 people on the books that I saw the assays of - they are averaging 1.8 per cent.  
The industry is nearly four.  So my neighbours are all very disappointed.  Now, I am not 
questioning - I mean like I said, there has to be a lot of work done on the testing 
procedure for TPI, because I just don't trust it after that.  So yes, very disgruntled. 

 
Mrs TAYLOR - You have grown poppies for other companies before? 
 
Mr GREENHILL - We have in the past, yes, but I have been solely TPI since they came in, 

yes.  
 
Mrs TAYLOR - Okay.  So in other years, has it been higher? 
 
Mr GREENHILL - Our assays have always been up.  Crops that have finished well without 

rain, threes or high twos, two and a half; I am happy with two and a half.  But this was 
the crop that we thought was the bumper, and it came in at 1.7. 

 
Mrs TAYLOR - So it's just this year that you have been concerned about TPI? 
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Mr GREENHILL - No, no, other years our assays have been well down too, but we have 
had other problems, rain at harvest.  This year we had no excuses. 

 
Mrs TAYLOR - So it explained it all, yes. 
 
Mr GREENHILL - Yes. 
 
Mrs TAYLOR - But you haven't been unhappy with TPI? 
 
Mr GREENHILL - Not with their field support; it has been fairly handy.  It seems 

something has happened this year.  I failed to mention there is yet to be a harvest 
payment.  We were meant to receive $10 000 on the month of harvest and that did not 
come through either.  They put off that until the final payment.  When I questioned that 
there was some sort of excuse about accounting - we should have sent a tax invoice 
whereas they self-generate tax invoices.  Anyway it was a very feeble excuse.  It was 
only $10 000 for a month so I let it go.   

 
 Reading between the lines, things seem very tight.  I cannot believe they would treat 

people like this if they were in a healthy position.  It all seems to be around money. 
 
 I have also had confirmation from my truck driver that they have not been paid for their 

January work which was meant to be paid at the end of February.  So it is across the 
board.  It is not just me, and it is not just the farmer; it is the other guys. 

 
Mr WILKINSON - Excuse my ignorance, but if your assays were 1.7 to 1.8, were you able 

to get another person to test it? 
 
Mr GREENHILL - No, I followed this up and I have talked to the control board.  They will 

do an independent test on the samples that they have collected.  There are four samples 
from my paddocks.  I believe, from my truck driver's experience, they are fairly 
selectively taken off the top of the pile.  Now you could test those 10 times and I think 
we would get the same result.  I know they have offered to test other farmers' crop again, 
assays again, but I think we will be looking at the same results as what the first tests 
were. 

 
 I talked to the control board and said that I had dried poppies.  I asked if I leave them in 

the paddock in a vacola jar can you get someone to take them to be retested privately.  I 
have been informed that, for me to get a dangerous chemicals licence, I am probably 
looking at a six month procedure before I can pick the container of poppies up and take it 
to be tested.  Not only that, I am then breaking the laws of cleanup within seven days of 
harvest.  So it is pretty well impossible to get - or it is very hard to get an independent 
test done. 

 
Mr WILKINSON - How long have you been in the industry? 
 
Mr GREENHILL - My father was one of the very first poppy growers in 1979 or 1981. 
 
Mr WILKINSON - Have you ever questioned your assay returns previously? 
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Mr GREENHILL - No, never.  We have never questioned the other companies; it is all 
pretty straightforward.  Like I said, the agriculture industry in Tasmania is based on 
honesty, we all know each other and we all trust each other.  When you get a player 
come in like TPI it really shakes you because you expect to be at least heard out by 
management but we have nothing. 

 
CHAIR - Tony, would you like to hear the other growers' perspectives first and then have a 

line of questioning, or would rather ask them? 
 
Mr MULDER - I am happy to get the evidence and then we can - 
 
CHAIR - Okay, if you would like to make some comments. 
 
Mr AGNEW - Firstly, I want to back Adam up 100 per cent everything he has experienced I 

have too but not just this year.   
 
 To give a little bit of history as to what I have done, I have been involved with TPI for 

six years both as a grower and as a infield contractor.  I am probably one of their bigger 
growers and I have supported them the whole way through.  I also grow for the other two 
companies, GlaxoSmithKline and Tasmanian Alkaloids.  I grew 400 hectares this year 
on about 20 different paddocks.  More than half of it was with Tasmanian Alkaloids and 
the rest of it was split between GlaxoSmithKline and TPI.   

 
 One of you said before that you cannot just judge an alkaloid reading on one paddock; I 

had 20.  My alkaloid reading for TPI was one of the better ones at 2.2 per cent but it was 
nowhere near the 3 per cent to 3.5 per cent with the other companies.  Not only that, the 
pay scale of what you get paid dollars per tonne according to alkaloid, just to give you an 
example, my TPI ones even though we are on the better end of the TPI scale I returned a 
bit over $2 000 a ton, whereas with the other companies it was over $3 000 a ton.  So 
that and the fact that there were reduced yields, I am basically growing for TPI for half of 
what I am for the other companies. 

 
 I have constantly experienced being paid late.  Having said that, this year I wasn't, but 

with the amount of squealing I have done over the years they would be stupid to have 
done it again, but every other year I haven't been paid.  Last year, they conveniently 
missed 20 tons of poppies, which was $50 000.  Because I am so on-watch with TPI, I 
watch them like a hawk, and I knew that there was a truck-load missing.  The long and 
the short of that was it was resolved.  But I just have absolutely no trust in that company 
any more.  I have been one of their most loyal supports; I have been involved with them 
every year, and I am fed up.  So that just gives you a bit of the history there.   

 
 I had one small part of one paddock, 8 hectares, that was resewn.  When I got the 

tonnages back on that, they have given me two tonnes.  If you base it on the rest of the 
paddock, and it was the same as the rest of the paddock, although it was a poor yield in 
crop it still was a tonne to the hectare, so it should have been eight tonnes.  It was only 
two and there is no explanation.  I know what they have done because I have spoken to 
the field officer - I am just seeing what they do about it; I know they will do nothing 
about - they will have taken it out for thistles, because that is what the field officer has 
told me.  But they haven't told me that; there is no documentation to say that.  I had the 
same trouble three years ago, the same as Adam has this year. 
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Mr WILKINSON - So that was eight tonnes; they are saying six tonnes worth was thistles? 
 
Mr AGNEW - Yes. 
 
Mr WILKINSON - Two tonnes of poppies, six tonnes thistles.  Is that what they are saying? 
 
MR AGNEW - Yes.  Well, that is probably not necessarily what they are saying.  But what 

counts to me is they are not going to pay me for the other six tonnes.  They can call it 
what they like, but from my perspective, it has been totally ignored.  Having been a 
carting contractor to TPI, as I was with Tas Alkaloids for 20 years, I know how they do 
their testing in there because I physically drove trucks in there and watched it.  When 
TA does their testing, they do it very methodically around the pile into a big garbage 
container.  Then they put it on the floor and they mix it all up and split it into quadrants 
and they take their opposite of quadrants out and put them - it is a process they go 
through and it is very satisfying that they have a true representation of the load. 

 
 When TPI do it, they go and get a couple of shovelfuls out of the load, on the edge of it 

and they put that shovel into three bags or four bags, or whatever is.  It is not a 
representation of the load.  I have said this to Matt, I have said this to Jarrod Ritchie on 
numerous occasions, and they just do nothing about it.  I might as well not exist, and 
neither do their field staff - I don't know if you are aware or not, but in my particular 
case I have had four field officers in three years because they just leave.  And now it is 
going to come back that the farmers are going to leave, because they have been leaving 
anyway.  Even last year I said I wouldn't grow, and I did.  But I tell you now I will not 
be growing with them next year unless they - well, I just can't see them changing, and 
particularly if they go overseas.  I mean, what future is there? 

 
CHAIR - I suppose I have to ask the question as to why you grew again for them this year if 

you had had that previous history.  Bearing in mind you have the contract, eyes wide 
open. 

 
Mr AGNEW - To be perfectly honest with you, I said quite openly to the TPI field officer 

when I was negotiating all my contracts, 'TA will get first grab, Glaxo will get second 
grab, they will be looking at all my paddocks; what they don't want you will get.'  The 
field officers don't argue with you.  They know the position they are in.  They say they 
totally understand.  But next year, I just won't bother growing at all because I made such 
a massive loss - why would I bother? 

 
Mr MULDER - I was going to ask both of you - and I have already had one answer - if you 

would ever grow for this lot again?  Would you ever grow poppy crops for this lot again? 
 
Mr GREENHILL - No, we simply could not afford to. 
 
Mr MULDER - The issues that you have raised are really issues about your contract, and the 

validity of that contract, and whether there has been a breach of contract by TPI, in the 
sense they are not doing the testing properly, and things like that.  Is that a balanced - ? 

 
Mr GREENHILL - No, I think it is a lot more than that.  This company has been managed 

from the top and he will not bend for anyone.  I feel for the investors in the company 



SELECT COMMITTEE INTO POPPY INDUSTRY, LAUNCESTON 5/3/13 
(AGNEW/GREENHILL) 

21

because unless they change that top person, it is going to keep going in this direction.  
There is a management issue at the top, rather than with the contract itself.  I am sure the 
contract could be worked.  There are a couple of procedural things that would have to 
change but I really feel for their staff because their staff are going out of their way - the 
field officers - to get growers and they are working with the growers.  But they have 
absolutely no input. 

 
Mr MULDER - I don't doubt the veracity of the field officers or the experience of your 

growers, but if you won't grow for them any more, aren't they right in saying they cannot 
supply any of their product from Tasmania. 

 
Mr AGNEW - I knew you were going to say that. 
 
Mr MULDER - It is an obvious question - that is why. 
 
Mr AGNEW - I was hesitant to put it to you that way, because I know it flaws my argument 

a little bit, but my point is; where is the state government looking after us?  We have a 
company here, and I could not have said what Adam just said about management any 
better myself.  We have people who want to grow poppies and want to expand their 
poppy area.  They just don't want to be belted round the head by one of the companies.  
The other two companies are fantastic. 

 
Mr MULDER - In a sense, you are asking the government to protect you from these types of 

operations. 
 
Mr AGNEW - Well, to work with us, and TPI, to keep the industry here. 
 
Mr MULDER - What exactly do you would want the government to do, to say to this 

company? 
 
Mr GREENHILL - I know minister Green said it is a one-year offer, but I do not want them 

to get a foot in the door.  I do not want us to be a poppy importer.  I would like a third 
player in the industry but I want a genuine third player that is going to look after 
Tasmanian farmers and be genuine about expanding the industry in Tasmania.  They are 
the only company that will come to us at the moment because we are in a very outlying 
area.  It is hard to service.  It is hard to get the contractors in when they are required.  TPI 
were golden.  We needed that third player.  We needed someone coming out to us, but it 
seems that we cannot deal with them.  It seems that they are not going to be viable to 
grow with.  We would like a third player, but we would like a more suitable third player. 

 
Mr MULDER - Could you spell out to me, from a personal perspective, what the effect of 

this decision will be on you, going forward? 
 
Mr GREENHILL - I am looking to support the industry as a whole.  I hope Tasmania will 

not be importing poppies and the industry will grow within Tasmania. 
 
Mr MULDER - But what will be the effect of importing poppies on you as a grower?  I ask 

that because the terms of reference for this committee relate to the effects of this 
decision.  I am asking the fundamental question that this committee is supposed to be 
asking.  What will be the effect of this importation, now, on a one-off basis, or if it 
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continues into the future?  Let's just focus on the effect next year, if they import these 
poppies, on you as a grower. 

 
Mr GREENHILL - Hypothetically, if TPI are importing poppies and not making an effort to 

grow with me, I will not have the opportunity to grow poppies, so I will be worse off. 
 
Mr MULDER - Are you a sole supplier to TPI? 
 
Mr GREENHILL - TPI at the moment, yes. 
 
Mr AGNEW - Adam is on the east coast and the other companies don't grow there, so he is 

in a position where he is locked in. 
 
Mr GREENHILL - Yes, we are locked in to TPI.  On the other hand, it is also a great risk 

management strategy being on the dry east coast.  We received the McCain seed grower 
of the year award one year simply because the rest of the state flooded.  So, there is no 
reason why we should not be a poppy district and it is probably, as far as risk 
management goes, wise to have poppies on the east coast. 

 
Mr MULDER - So the effect of this on you is that you are basically out of the poppy 

growing industry now? 
 
Mr GREENHILL - We are, yes, and I have just purchased the pivot irrigator on that crop 

because it was covering the finance of the crop, but they would not give me my assay 
until the day I had my cheque.  I had to commit to the irrigator before that so I am now at 
a financial loss this year.  I would not have put that irrigator in, knowing that I am not 
growing poppies next year and knowing that I had no income to pay for it, but they 
strung that out to the last day.  That is the way the company treats growers. 

 
Mr MULDER - It seems you want two things from the government.  One is to not allow 

them to import so they buy supply from you, and, secondly, you would like to tidy some 
of the processes like their assay, and things like that? 

 
Mr GREENHILL - Yes, it would be great if the government had some independent testing 

authority that could look after the three groups, so we could get genuine gross margins 
and we could have confidence in what we are doing.  The biggest breakdown with TPI is 
the lack of trust with them now.  The government could step in there and it would be 
most helpful. 

 
Mr AGNEW - I would like to answer your question on behalf of all of the midlands.  Most 

of us are committed to the midlands irrigation scheme, which is well and truly in 
progress at the moment, and I can pretty well speak for everyone here in that we are all 
banking on poppies to pay for that scheme.  The government has been instrumental in 
getting that scheme up and going but there will be a lot of egg on their face and ours if 
our poppy industry loses a processor.  We are all relying on growing more areas, and 
larger areas, of poppies to pay the capital cost and the ongoing cost of the midlands water 
scheme.  There would not be a farmer in the midlands, and I doubt there would be a 
farmer in Tasmania, who wants to see this happen because we want to keep going and 
increase the area of poppies grown in Tasmania as a whole. 
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Mr MULDER - If TPI was to go broke, what is the capacity for a third player to come in and 
replace them, or potentially for the existing two players to increase their demand?  If the 
demand for the product is there, and we produce some of the best of it for the cheapest 
prices, and we are now going to expand due to infrastructure and irrigation - 

 
Mr AGNEW - If TPI was to go broke and a new management came in, it would probably be 

all solved overnight. 
 
Mr MULDER - I can see you cheering that on. 
 
CHAIR - Thanks, gentlemen, anything else you wish to add? 
 
Mr WILLIAMS - Thank you. 
 
 
THE WITNESSES WITHDREW. 
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Mr BRIAN HARTNETT, TASMANIAN ALKALOIDS, WAS CALLED, MADE THE 
STATUTORY DECLARATION AND WAS EXAMINED AND Mr KEITH RICE, 
POPPY GROWERS TASMANIA, WAS CALLED AND EXAMINED. 
 
CHAIR - As you would have heard me say before, Brian, you are covered by parliamentary 

privilege with the evidence you give but outside it can be a different matter. 
 
Mr HARTNETT - I understand, thanks Greg. 
 
CHAIR - Is it your intention now, Keith, that Brian makes some sort of presentation or 

answers questions? 
 
Mr RICE - Much has been said in submissions regarding this importation - that it should be 

allowed because it has happened before; there have been commercial quantities of 
poppies imported into Tasmania on previous occasions.  I want to clarify that because I 
think it is an important issue from our point of view. 

 
 Tasmanian Alkaloids were aware of, and we were comfortable with, an importation in 

1990.  Tasmania imported some 500 kilograms of Indian opium to make codeine.  In 
1995, they imported approximately 10 tonnes of processed straw of white powder - and 
Mr Hartley will be able to explain that better than me - from Turkey.  And again they 
imported a very small quantity of CPS, processed poppy straw, from Turkey to meet 
seasonal shortfalls.  We are not opposed to that, and if I can just go back to Tony's 
question on the deputy premier's letter.  I take great faith in that letter, that he says this is 
going to be a one year only because of a seasonal shortfall.  I don't question the deputy 
premier's integrity in any way, shape nor form, that we have a letter on record that said 
this is going to be a one-off.   

 
 In our submissions you will see that we see a one-off because of a seasonal shortfall far 

differently than ongoing importation issues, if I could just make that clarification.  It has 
happened on those three occasions in the past.  Rather than me explain the commercial 
reality of that world, it is probably the person that authorised those importations, it is 
better if he explains it rather than myself in that regard. 

 
CHAIR - Yes.  Just a question I would like to ask you there, Keith, and it might be a little bit 

academic in some ways.  But 2000 tonnes of imported heat-treated straw, what would 
that equate to in rough terms to hectares grown here?  Have you done that calculation? 

 
Mr RICE - Yes, we have.  The best we can on our numbers, it is probably about between 

1000 and 1500 hectares of crop grown in Tasmania, it would be a lot greater crop in 
Turkey - of crop grown given if you used a 1.5 per cent alkaloid, which growers 
wouldn't be happy about in Tasmania, and two tonne to the hectare.  We believe that that 
would be probably in the essence of 1200 hectares. 

 
CHAIR - About 1200 hectares, yes, okay.  Brian, do you wish to make some comment at this 

stage? 
 
Mr HARTNETT - Yes, thank you, Greg.  Just addressing the points that Keith has invited 

me to talk about, I can confirm that we did import in the past materials into Tasmania.  
This was after a run of three very bad seasons when we experienced drought conditions, 
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quite exceptional, and we do carry safety stocks and always have done.  Over time those 
stocks were depleted.  We wanted to keep faith with customers around the world where 
we had longstanding arrangements, mainly for supply of codeine phosphate in those 
days.  In order to maintain those commercial relations we eventually got to a point of 
having a choice really of saying to customers, 'We can no longer supply you, we have to 
let you down and you have to try to validate and approve other suppliers', or we could 
buy raw material from other countries and with a financial loss, process them here in 
Tasmania. 

 
 It is important from the customers' point of view that the pharmaceutical material is 

manufactured according to the same process in the same facility in order to maintain 
their pharmaceutical validations.  For our customer service, this was the best option.  So, 
again, at a financial loss.  We first of all bought raw material opium.  We bought opium 
from India.  It was a very difficult process, very expensive, but we processed that and 
supplied customers.  A few years later we had severe drought conditions and we brought 
in concentrated poppy straw, which is the extracted essence taken out of the poppy 
straw; that is why it is called concentrated poppy straw.  We brought that into Tasmania, 
which we then processed to supply our customers, again at a financial loss. 

 
CHAIR - What was the quantum of that again, Brian, please? 
 
Mr HARTNETT - I can't remember off-hand, Greg, I'm sorry.  I would have to look that up.  

It was fairly small quantities anyway.  It was not a major significant thing.  We had to 
get approval from the state government and the federal government.  Given the 
circumstances there was actually no controversy about the approval, and there was no 
difficulty about it.  It was just a matter of saying what the circumstances were and 
everyone agreed to it. 

 
Mr WILKINSON - That was from Turkey, Brian, the concentrated poppy straw? 
 
Mr HARTNETT - Initially we bought opium from India, which is the world's only legal 

supplier of opium, and we bought concentrated poppy straw from Turkey, which is 
normally one of our competitors. 

 
CHAIR - Getting back to that quantum again.  You say it was small, Brian.  Can you give a 

parameter of perhaps what it might have been at the time?  Can you recall?  You might 
be able to take that question on notice and provide us. 

 
Mr HARTNETT - I would have to take it on notice, Greg.  I would not like to go on the 

record under oath and give the wrong numbers. 
 
Mrs TAYLOR - The difference this time is really that there are not, in your opinion, 

conditions which mean they could not be supplied locally, and secondly, you are looking 
at a different product.  You are looking at not concentrated poppy straw and not opium 
but an unprocessed product. 

 
Mr HARTNETT - Yes, Adriana, that is correct.  You are looking at a different stage of 

material.  It is poppy straw that has not been extracted.  That is true.  I would also say 
that the recent seasons have been favourable.  Our yields have been quite good and I do 
not know of any reason that you would have poor yielding crops in Tasmania under the 
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current circumstances, apart from the effects that one company may experience compared 
to another company. 

 
CHAIR - In that time you actually did those small imports as you say, Brian, Tas Alkaloids 

did them and I don't know what year that was done, since then there has been some pretty 
expediential growth in irrigation and centre pivots and all of that sort of thing.  So to a 
degree, as I put the question before, in your view in terms of crop failure quite a bit of 
that has been mitigated although you can't stop abnormal weather events at harvest and 
all that sort of thing.  In general terms, in growing terms, you can probably grow a 
reasonable crop of poppies in a dry year these days, in drought. 

 
Mr HARTNETT - In running this type of business, agriculture risk is a major factor.  It has 

to be really taken into account in operating the business.  In those days centre pivots were 
unknown in Tasmania; I don't think there were any.  I don't remember any and irrigation 
schemes were extremely limited.  Of course that has changed dramatically, as you have 
mentioned, and has made a huge benefit to Tasmania in making it much more reliable.  
Nothing is ever completely reliable.  You always have risk and you have to assess that.  
For example, there is always risk of frost and other problems, but it is much, much better 
than it was at that time, yes. 

 
Mrs TAYLOR - Can I continue with my line, Greg, because I want to be clear about this?  

When they say they want to import - that they have been given in principle - poppy straw 
in 2013, does that mean for this harvest?  Are they short this harvest?  Is that what it is 
about?  Or are they looking at next year's harvest and thinking they won't have enough 
growers next year? 

 
Mr HARTNETT - I am sorry, I can't really speculate on that.  I don't know what their 

reasons are.  My understanding is the approval is for this year, 2013.  That is my 
understanding.  I would assume that that is crop which will be grown in Turkey and 
harvested around about June or July this year.  I would anticipate from my knowledge 
that the import would occur in the second half of this year. 

 
Mrs TAYLOR - I suppose what I am trying to get to is, are they short from this season?  If 

that is so, is this because they have fewer growers than they had in previous years, or 
have they got bigger orders that they cannot fill? 

 
Mr HARTNETT - Again, I cannot say what the reason is.  We do hear, and it is only 

anecdotally, that farmers have had some fairly bad results for that company this year.  
You really would have to address those questions to the company, I think. 

 
Mrs TAYLOR - Yes. 
 
Mr HARTNETT - What I would like to say is that what you hear here is the raw reality of 

competition.  Different companies handle things in different ways.  We heard from 
Mr Williams earlier that the two major companies have invested multi-million dollars in 
their research programs.  I do not know how much TPI invests but you can see the results 
of the investments by the two major companies because they have very good crops which 
are high alkaloid and we have heard numbers today up at three or four per cent.  That is 
the result of major investments in research and development.   
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 In the past, I remember well when the crops only returned about 0.8 and it has come a 
long way since then.  This is the reality of competition and I do not think that is 
necessarily a bad thing.  I think competition is to be encouraged. 

 
Mrs TAYLOR - Yes, except we obviously have some areas like the east coast where there is 

no competition, because the other companies are not there.  If TPI is not there, then 
those growers have nobody.  

 
Mr HARTNETT - Possibly, but possibly there are other suggestions you could make in 

terms of productivity on the east coast, and also the way in which the crops are 
organised in that area.  It might assist them in future to gain contracts - I don't know.  It's 
not necessarily the only answer to have TPI there. 

 
CHAIR - Yes, thank you.  Jim. 
 
Mr WILKINSON - Testing for assays - we heard a bit about that a short time ago.  Some 

were 1.8, and some were higher.  Brian, how do you test for assays?  Can you check the 
correctness of an assay for a whole crop?  What is the proper way to test?  Are you able 
to give that evidence? 

 
Mr HARTNETT - Yes, crops are best sampled on a statistical basis, and as one of our 

grower representatives explained, at our company, Tasmanian Alkaloids, that would 
mean that the crop is quartered and sampled, then recombined and sampled again.  It is a 
proper statistically evaluated sampling system.  I would recommend that is probably the 
best way of doing it. 

 
 The other part of your question was about checking the validity of assays.  The 

appropriate mechanism there, if there is a dispute about an assay, is within a reasonable 
time of harvest the government analyst would be given the samples, and would run the 
tests again to confirm the validity of the results.  That has happened with Tasmanian 
Alkaloids in the past and the results from the government analyst were almost absolutely 
identical to the results from the company. 

 
Mr WILKINSON - But it depends where they're taken, as I understand it.  If you take them 

round the edges and not, say, in other parts of the load, then it can give an assay that is 
not a true reflection of the load.  

 
Mr HARTNETT - Possibly, but that is a statistical matter.  It should be a statistically-

validated sampling system.  Taking a few bits around the load doesn't sound like that 
type of system to me. 

 
Mr WILKINSON - So what is the fairest way?  Is the fairest way, to ensure that everybody 

is confident about the assay, to take a certain number of samples from the initial load 
and give them to the government analyst, who can properly test them, if required?  As I 
understand it, the longer the load lies, unless it's in proper atmospheric conditions, the 
more the assay would reduce. 

 
Mr HARTNETT - Poppy straw, providing it is dry, is reasonably stable.  At the harvest 

there should be a properly validated, statistically correct sampling method, where two 
samples are taken, and sealed in plastic bags.  One is for the company to test and the 
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other is held in reserve.  If there is a question, then that can go to an independent third 
party - whoever that may be - appointed by mutual agreement of the two sides, to be 
tested to make sure it's correct. 

 
Mr WILKINSON - That doesn't happen now? 
 
Mr HARTNETT - I don't know how that company operates.  All I can say is, that's how 

Tasmanian Alkaloids operates. 
 
Mr WILKINSON - Tasmanian Alkaloids acts like that? 
 
Mr HARTNETT - Yes, they operate that way.  But again I would not be surprised if there 

was a big difference in assays between the companies, because the poppies are not all 
identical.  You say everyone grows the same poppies, but they're growing poppies that 
result from research programs, which are quite different between the companies.  So yes, 
it is the effect of competition. 

 
CHAIR - Thank you, Jim.  Tony, you have a question? 
 
Mr MULDER - It seems to me that you've previously imported because there was a shortage 

of supply due to growing conditions, or the weather or something like that.  It would 
seem to me from the evidence we've heard so far and the submissions that have been 
made that there is a shortfall of supply for TPI based on other things, like their 
relationships with the growers.  What was the effect on your company when you 
imported one-off imports to meet shortages of supply? 

 
Mr HARTNETT - Yes, the effect after three years of drought and very difficult conditions 

was that the company was able to maintain relationships with its customers and there was 
business continuity.  When the conditions recovered, as they did after the three years, 
there was enough local material and a market to sell it to.  Of course that is important for 
a business.  You need to maintain credibility with your customers. 

 
Mr MULDER - It seems to me that maybe that is what is happening here, and maybe TPI has 

learnt a lesson, and maybe next year they will come up with a different set of 
arrangements.  That was how you, no doubt, dealt with it.  It was a question of business 
survival - to meet the demand for your product.  In other words, for supply to meet 
demand. 

 
Mr HARTNETT - Yes, it was. 
 
Mr MULDER - So, in that sense, is this a legitimate exercise for this company to go 

through?  Although it wasn't the weather - it may have been their own business practices 
that forced them into this position, but no doubt they will learn a lesson from it.  Is that a 
way of seeing this? 

 
Mr HARTNETT - I would agree with you. 
 
Mr MULDER - The last question is a technical one.  There has been a lot made about the 

illicit market and how it is important that Tasmania, with its biosecurity and its narcotic 
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security, can go through.  The thebaine product - how susceptible is that to diversion into 
the illicit markets? 

 
Mr HARTNETT - Globally, we have never heard of any diversion of thebaine.  It is possible 

to chemically convert thebaine to other products, which are powerful narcotics.  Thebaine 
itself is toxic.  It is never used as a pharmaceutical, but it is relatively sophisticated 
chemistry to manufacture the derivatives.  One the other hand, morphine is fairly simply 
converted to powerful narcotics, which are obviously attractive in the illicit market.  So 
there is a huge difference between them. 

 
Mr MULDER - What percentage of the Tasmanian crop is thebaine, versus morphine? 
 
Mr HARTNETT - Tasmanian Alkaloids grew no morphine this year.  Zero.  I do not have 

the figures available, but I would estimate something like probably two thirds of the 
Tasmanian Alkaloids crop this year would be thebaine.  The rest would be other alkaloids 
- oripavine, which is also toxic and closely related to thebaine, and codeine, because Tas 
Alkaloids has now developed poppies where you can grow the codeine in the poppy 
without having to grow morphine in the first place. 

 
Mr MULDER - It seems to me that two regimes need to occur here.  One, around the 

morphine based products, and a much less strict regime around thebaine and other 
products.  I am not talking about growing your product - I am now talking about the 
narcotics diversion security. 

 
Mr HARTNETT - They are all subject to the same controls under the United Nations 

convention, and therefore they are all treated in the same way, and have to be under the 
terms of the convention. 

 
Mr MULDER - But from a risk management perspective, is there some room now to start 

talking about two different kinds of regimes, given the lower risk of thebaine and the 
related products. 

 
Mr HARTNETT - I don't really believe so.  You have to control them all in a similar way.  

That is the international obligation.  It is true that morphine, in theory, is more easily 
processed if it is diverted, but in Tasmania there has been no real history of large-scale 
diversion or anything significant. 

 
CHAIR - One quick question.  Keith, I do not know whether it was in your submission, but 

somebody spoke about downstream processing and the potential for pill production.  
Brian, what is your view, given that you have represented a very large multinational 
company, about R&D and getting into downstream processing?  Is that feasible, or is it a 
bit pie in the sky? 

 
Mr HARTNETT - Yes, if I can give my own personal opinion on that.  I have worked in 

pharmaceutical manufacturing, that's tablet manufacturing, of codeine products, and also 
manufacturing of codeine in the bulk form, as well as all the agricultural arrangements, 
so the whole spectrum from beginning to end, you could say from the poppy in the 
paddock to the customer consuming their tablet.   
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 I would say that it would be an extremely bold move to try to have tablet processing here 
in Tasmania.  Yes, you could do it, but it would be a major, major investment because of 
all the facilities you would require, physical facilities and also the processes, the testing, 
the approvals.  It would be a multi-year project, major, major investments in people and 
facilities.  Then I would say, well, where are your markets?  Market access is very 
limited around the world, because this is narcotics after all, and countries tend to have 
barriers to entry.  So it would be very formidable, and personally I would doubt the 
worth of even attempting that.  That's the tablet manufacturing.   

 
 If you look at the other component, which would be the bulk manufacture of codeine 

phosphate, well, this is already done by Tasmanian Alkaloids in Tasmania on a large 
scale.  It is done by GSK in Port Fairy in Victoria on a large scale.  These are major 
multinational companies, have a lot of people and facilities and experts to assist them, 
and even then it is a formidable task to take all that on, and to maintain the necessary 
government and international approvals.  It is something which would be an awesome 
undertaking for a small company to take it on.  It is possible; it would be a very bold 
move. 

 
CHAIR - So to put a bit of a parameter around that, you are possibly talking hundreds of 

millions of dollars worth of cap ex to be able to move to that stage of production, who 
knows? 

 
Mr HARTNETT - It is of that order of magnitude.  Yes, it is a major investment, not just in 

cap ex, but also in people and systems.  I would say the people and the systems would 
probably be the major challenge. 

 
CHAIR - Okay, if there are no further questions. 
 
Mr WILKINSON - Can I just sum up - and tell me if I am wrong - it seems to me that there 

is a concern that if this is allowed, you are concerned about what may happen in the 
future; is that right? 

 
Mr HARTNETT - Yes. 
 
Mr WILKINSON - It has happened in the past, when crops were down, as Tony was 

speaking to you about earlier on.  Why are you saying that there is going to be any 
difference with this occurring on this occasion, as opposed to when Tas Alkaloids 
imported previously? 

 
Mr RICE - We would suggest they are a totally different set of circumstances surrounding 

the importation of a processed material into Tasmania to meet a specific seasonal 
downfall by one of the two major companies, to meet an existing longstanding order to 
maintain credibility in that market, as to be going out and looking for speculative orders 
at the present time when there is area available in Tasmania to grow that particular crop.  
There are farmers willing to grow that particular crop provided that you have a reputable 
company to grow with. 

 
Mr WILKINSON - It seems that what we are saying is, 'Look, the issue really is the 

company involved, as opposed to any other matter that you have brought forward; is that 
right? 
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Mr RICE - Precisely. 
 
Mr WILKINSON - Yes. 
 
Mr MULDER - To your knowledge, does TPI have an existing order that it can't fill? 
 
Mr RICE - That's not within my knowledge; I don't know that. 
 
Mr MULDER - The suggestion is that the previous ones were different because there was, 

and you are telling me that you don't know whether that same situation applies.  So it 
might be an identical situation. 

 
Mrs TAYLOR - That is why I asked the question about it.  Is it for this year's crop of next 

year's crop? 
 
Mr MULDER - I think we have all toyed around that, and we are now sort of starting to ask. 
 
Mrs TAYLOR - Yes, we actually need to get those answers from TPI, don't we? 
 
Mr WILKINSON - Therefore, as a result of that, what there is a concern for, is the present 

farmers within Tasmania not being treated - for want of another word - with the respect 
that they should be by TPI.  Is that as I understand it? 

 
Mr RICE - Yes, most definitely.  That goes to the crux of the matter. 
 
CHAIR - Thank you very much, gentlemen.  On behalf of the committee, thank you for your 

submission and your input, and the other growers who came up there.  At this stage, I 
think chaps need to stand up and we might take a 10 minute adjournment before we hear 
from TFGA.  Thank you. 

 
 
THE WITNESSES WITHDREW 
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Ms JAN DAVIS AND Mr WAYNE JOHNSTON, TASMANIAN FARMERS AND 
GRAZIERS ASSOCIATION, WERE CALLED, MADE THE STATUTORY 
DECLARATION AND WERE EXAMINED. 
 
 
CHAIR - Thank you, Jan and Wayne.  I believe you have both given evidence to a 

parliamentary committee before so you know that you are protected by parliamentary 
privilege with what you say here but outside it may be a different matter.   

 
 I ask, whoever is the spokesperson, to make comments regarding your submission and 

then I will open it up for questions from members. 
 
Ms DAVIS - Thanks, Chair.  Wayne is my official poppy growing expert.  I know green side 

up but that is about all.  I can speak to the matters within your terms of reference and he 
is here to help me on any particular issues you might have about the growing and 
farming process. 

 
 We did make a submission and I am sure you have taken the opportunity to look at that 

so I am only going to briefly refer to what we said in the submission and to make a 
couple of points.   

 
 The first one is that we understand the importance of markets in farming and agricultural 

activities.  We understand the importance of commercial activities.  It is not our place as 
TFGA to get involved in commercial conversations.  They are for our growers to have 
with the people to whom they supply. 

 
 Our commentary around this issue is to express disappointment at the fact that there was 

so little consultation undertaken before this decision was announced.  We believe, had 
there been a consultation process before the decision, we could have addressed a lot of 
the concerns and the worries that have been raised and put them to bed before it actually 
happened.  Our major point is about the importance of consultation and in some respect 
of regulatory impact statements so that industry can be fully informed about the details 
of decisions before they are publicly announced.  That was our first comment. 

 
 Our second comment is to recognise that the last thing we want to see is another industry 

sector tied up in even more regulation and red and green tape.  We would like to make it 
clear that it is not our intent to be pushing for more regulation of this industry.  Rather, 
we would like to see some loosening of the regulations, particularly around the licence 
conditions, so that the industry can truly operate in a market environment in which case 
some of the discussions that you have no doubt heard from other presenters perhaps 
become less of a public issue and more of a commercial one.   

 
 They were my opening comments.  We are happy to take any questions that you have. 
 
Mr WILKINSON - Jan or Wayne, it seems to me listening to the last piece of evidence that 

the issue really is between TPI and the farmers.  The evidence that we had suggested TPI 
was not being respectful to the farmers, was not treating them as they believed they 
should be treated, and as a result of that it has caused problems.  They did not get as 
much of what they believed they were rightly able to get; there was no real 
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communication taking place between the two.  As a result, there has been a breakdown 
and as a result we are here today.   

 
 Is that the TFGA's view of the situation as well and, if not, what is your view? 
 
Ms DAVIS - Certainly it is clear that is a major issue, hence my opening comment that to 

some extent that is largely a commercial matter between suppliers and processor.  I 
would suggest to you if you spoke to most dairy producers, perhaps not so much in 
Tasmania but in other places in Australia today, they would give you the same comments 
about their processes.  If you spoke to a vegetable farmer who supplies a processor they 
would probably say the same thing.   

 
 From time to time the relationship between farmers and processors, whatever sector we 

are talking about, is always fraught.  Quite clearly in this instance this commercial 
processor, this company TPI, could have done better.  That, however, is as I say not a 
matter for us to get engaged in, in any detail. 

 
Mr WILKINSON - Then there could be the question of should governments get involved, 

and people like us get involved, when the real issue is, it seems, between the farmers and 
the company itself. 

 
Ms DAVIS - Your comment is particularly apposite and that is why our belief is that a lot of 

this could have been avoided, a lot of the concern, a lot of the issue could have been 
avoided if there had been a recognition at point of decision that this was a very sensitive 
issue and that there needed to be a comprehensive engagement process before the 
decision was announced.  Had that happened, I think we could have managed a lot of the 
fuss a lot more readily than has been the case. 

 
CHAIR - Jan, are you concerned by the fact that the government's own regulator, the Poppy 

Control and Advisory Board, Dr Patmore, actually gave very clear instruction that the 
government should not allow this importation by TPI to occur in two letters.  I do not 
know whether you have seen the redacted versions.  They were actually put on the public 
record and they are very clear instructions that for various reasons it should not occur. 

 
Ms DAVIS - I have not seen that document, Mr Chairman.  I have been advised that that was 

the situation.  We are always concerned at a situation where a regulator may be making 
recommendations, or taking actions, outside of their remit.  Without having seen that 
document, on the face of it, it would seem to me that that is outside their remit. 

 
CHAIR - I might direct a question to Wayne as a grower.  It would appear that the two other 

companies have also brought in over time small amounts of product from overseas, 
particularly in years after there have been significant drought years.  I put it to you that 
the dimensions have changed in respect of there is a lot more irrigation water available, 
centre pivots, all of those things have changed so that you can grow a crop perhaps in a 
very marginal rainfall year, so a lot of that risk has been mitigated.  Would you like to 
make some comments on that? 

 
Mr JOHNSTON - To give you a bit of history of myself as a grower, I have grown for all 

three companies in the past 12 or 13 years.  I stopped growing for Tas Alkaloids in about 
2004 when the price dropped and I did not think there were enough dollars in poppies.  I 
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came back five years ago.  I grew with TPI for the first year that they did production and 
I grew for the next two years after that.  Now I have gone on to grow pretty much solely 
for Glaxo.  It was a decision I made to not grow for TPI because I did not think they 
were up with the other companies as far as standards and pricing, and so forth.   

 
 Yes, there is a lot more ground going to be available for poppy production down the 

Midlands, etcetera.  It has been a marvellous year for growing poppies although that has 
not been resulted in alkaloid content that we are seeing across the board.  I would say 
that if a company wanted more product - it is a bit like at the current moment with our 
lamb situation, there is not a supply of lambs at the moment so the companies are lifting 
their price.   

 
 I would say that if a company is after more land to grow a particular product, then they 

need to offer a better price.  That is a commercial decision between the growers and the 
company that is offering the prices. 

 
Mr WILKINSON - We got to the situation where it would seem that TPI is saying no-one is 

going to grow for us.  Reading between the lines the growers are saying TPI is not the 
client they want because of the numbers of things that have been spoken about.  So it 
would seem there has been a line in the sand.  Where do you go from there? 

 
Ms DAVIS - One would need to be cautious about government getting involved in regulating 

that situation. 
 
CHAIR - Jan, just to follow on from Jim's question, if TPI is not getting the hectares that it 

wants, where does TFGA stand then importing?  It is almost a replacement issue for not 
being able to grow in Tasmania, for a particular company to maintain their viability as 
they see it. 

 
Ms DAVIS - We are in a really difficult position here.  TFGA's role is to represent the 

interests of growers within the bounds of the legal system that we have.  At the moment 
there are precedents set for importing poppy material into Australia.  Those precedents 
have been set so without having the detail that we would like to see about what is 
actually proposed we do not have any written detail about the form the material is in, any 
clarification about the final quantity, about the intended destinations and processing 
practice, any of that.  The only issues that we could look at challenging them on would be 
biosecurity.  We do not have enough information to be clear as to whether or not there is 
a precedent for that import in form if not quantity.  We do not have any clarity about 
whether there are any other rules or regulations that are being breached, or potentially 
breached, with this.   

 
 Our position is that we do not get involved as a political representative group in 

commercial discussions between companies and farmers.  That is not our role and we 
cannot go there. 

 
Mr WILKINSON - A concern could be, Jan, if TPI is able to do this, then Glaxo or Tas 

Alkaloids might be saying to the growers we are not going to accept what you want.  We 
believe that this is the proper price.  If you do not agree with it well stiff, we will get our 
product from Turkey or India or wherever it might be.  That is the dilemma isn't it?   
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Ms DAVIS - It is absolutely the dilemma.  It is exactly what we are seeing in the vegetable 
industry.  It is exactly what we are seeing in the dairy industry.  It is exactly what we see 
in other parts of the industry.   

 
 The questions becomes at what point there is a role for government to intervene in a 

commercial situation?  We want to keep our industry vibrant here.  We want to keep 
three processors here.  We want to keep our options open for our farmers to grow this and 
other crops for markets that we can have a competitive advantage in filling.  Those things 
are all given.  How we manage this particular situation is a bit more challenging. 

 
Mr WILKINSON - How would you manage it? 
 
Ms DAVIS - I would have liked to have had, as I have said a couple of times, a more 

comprehensive process before the decision was announced so that we could understand 
what the situation is.  If it boils down to the fact that they are not paying enough money 
to get what they want then that is a commercial reality we would take different steps to 
deal with other than political intervention. 

 
Mr WILKINSON - Do you believe there is still time for that? 
 
Ms DAVIS - I think there is.  I believe that there is a bit of 'too clever by half' stuff going on 

here.  Our understanding is that both the other companies are anticipating importing and 
they are waiting until the outcome of this position to make their own decisions about 
what they propose to do and where they propose to bring it from.  We need to protect the 
rights of our Tassie farmers but we need to do that within the bounds of the regulatory 
environment we have.   

 
 If I were asked a different question, and that is what would I like to see happen to secure 

a more definite future for our poppy growers, the answer I give you would be nothing to 
do with commercial realities.  It would be to do with the regulatory burden that is placed 
upon poppy growers that makes the cost of their production even higher.  So there are a 
whole lot of other things that you need to look at in that context rather than just one. 

 
CHAIR - It is a separate dimension and outside our terms of reference.  We do understand 

that matter. 
 
Ms DAVIS - Yes, I do understand that. 
 
Mrs TAYLOR - You have answered my questions.  For me, it is also that we don't know 

why they want to import what they want to import at the moment - whether it really is 
just a shortfall for one season.  We don't know what it looks like, but we will ask those 
questions of TPI when we are able to get them to come.  What will the effect be on 
growers - which is your concern?  I think you have answered that - it depends on how 
much is imported. 

 
Ms DAVIS - And under what circumstances, and in what form, and whether it is a one off - 

which the minister has indicated - or whether it is - 
 
Mrs TAYLOR - A first step in the door. 
 



SELECT COMMITTEE INTO POPPY INDUSTRY, LAUNCESTON 5/3/13 
(DAVIS/JOHNSTON) 

36

Ms DAVIS - Exactly.  We are not even clear at this stage whether TPI is intending to import 
or whether it is seeking approvals in case it chooses to import.  We don't even have 
clarity about that at this stage, so it is very difficult. 

 
Mrs TAYLOR - We don't know either - whether they have an order they cannot fill and they 

need to import, or whether it is this year's or next year's, or whatever.  There is no doubt 
in your mind, as in ours, that if importation becomes far easier, and therefore across the 
board, it would have a serious effect on our growers? 

 
Ms DAVIS - As a bald statement, yes, of course, it would.  There are some glimmers of 

comfort in the current situation and I think we need to take those into account as well.  
Our three processors have made significant processing investment in Tasmania.  That is 
not readily portable, and we want to make sure not only do we protect the ability for 
farmers to supply, but that we protect the capacity of the processors to keep their plants 
viable.  The last thing we want to happen is to lose processing capacity, because then you 
lose your market altogether. 

 
Mr MULDER - It's almost an intellectual property argument you're making. 
 
Ms DAVIS - There is that to it and that is something we need to be conscious of.  Having the 

processing investment here is very important.  That is our saving grace because they 
have that there.  They have to keep it running and make the investment pay.  They are 
not going to pick it up and take it away readily so we have to make sure we can produce 
cost effectively, to the quantities they want.  To an extent, that means they're not going to 
be looking for reasons to take it away, as we've seen with some of our other industries.  
It's not something I think is going to destroy the industry overnight.  If the prima facie 
statements we have heard - that it is a once off, it is in very heavily processed form, and 
it is potentially to meet a gap - if that were the case, we could get through it. 

 
CHAIR - I have just pulled out one of those redacted letters, which are on the public record 

because they were tabled in parliament.  It is a letter from Dr Peter Patmore to the 
Attorney-General, Brian Wightman, dated 8 November.  It says: 

 
[To be confirmed.] TPI has made it quite clear that this is not a one-off 
request.  Rather than modify its business plan to a more achievable level, 
commit research and development resources to increasing morphine yields 
and develop a positive, long-term relationship with farmers, approval of 
this request will establish a precedent whereby TPI uses importation to 
regularly top up shortfalls in local supply. 
 

It goes on:  'The board therefore unanimously recommends …' [To be confirmed.]- that 
is on the public record.  You may or may not have some comment on that. 
 

Ms DAVIS - All I can say is the board clearly has more information than we do, and that is 
an interesting situation. 

 
Mrs TAYLOR - One of the things that has been said to us this morning is that perhaps part 

of the reason why TPI is having more difficulty getting enough return and being 
attractive to farmers, is they probably haven't done as much research to improve the 
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quality of the seed, so the yield is lower.  If the yield is obviously lower, then you are 
going to get a lower return for farmers. 

 
Mr JOHNSTON - TPI came in four years ago, up against the two companies that were very 

well established.  They came into the industry and I guess they had to start from scratch.  
They had to get their seed from somewhere - I gather their seed was from one of the 
other companies originally - then get their harvesting gear, and get their field officers up 
to scratch.  I guess they were behind the eightball to start with, and it was an ambitious 
plan on their behalf - and I'm only making assumptions.  As I said, I grew for them to 
start off with because I thought it would be good for the industry to have a third player 
in the market place. 

 
 As far as their research into increasing yields and so forth, they do have a perennial 

poppy in the ground at the moment that is supposedly yielding some good alkaloids.  To 
start something like that, they would need a lot of money behind them to get market 
share and confidence with the farmers.  When I was growing for them, they had a steep 
learning curve and I don't think they handled that so well.  I think a different 
management team - I'm just assuming - could have done things a lot better.  As for 
increasing the morphine content from their crops and so forth, they are a long way 
behind Glaxo and Tas Alkaloids - as far as research and development goes. 

 
Mrs TAYLOR - So then the return to the farmer is going to be less, obviously. 
 
Mr JOHNSTON - Well, it's going to be less, and it was less.  But I guess, long term, if we 

want to see three companies operating in the state, then that's something they had to do.  
They had to do their research and development.  Whether they've done that, I don't 
know. 

 
Ms DAVIS - They do have an active research program, and they are focusing, for reasons 

that probably don't surprise people, on varieties that are new to Tasmania, for a whole 
range of reasons - commercial, first-mover advantage, and ability to capture different 
sections of the market.  They have got one variety - as Wayne said - that has been 
trialled here for some considerable period of time.  One of the issues they're facing is 
problems getting that variety approved for commercial growth. 

 
 So there are catch-22s and chicken-and-egg situations wherever you look.  The reality in 

agriculture is that any company that does not improve its product is going to be 
commercially questionable, whether it be TPI, whether it be Glaxo, whether it be Tas 
Alkaloids, or whether it be any other entity in any other sector of the industry.  And it 
would surprise me if commercial operators aren't well aware of that. 

 
Mrs TAYLOR - Can I ask you then, do you think that a third or more companies is valuable 

to the industry?  Can we do with just the two we've got, or do we need TPI or someone 
else as another alternative?  We heard, for instance, that some farmers on the east coast 
have infrastructure costs and are contracting with TPI because it's the only company 
that's willing to contract poppies being grown on the east coast, and therefore there is no 
choice.  If TPI were not there, then those people wouldn't have a buyer at all.   

 
But on the other hand, the cost of buying the infrastructure is the same, whether you get high 

yield or low yield. 
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Ms DAVIS - Competition is a good thing.  In any marketplace where there are only two 

players there is the risk of a less vigorous and robust commercial market than you would 
see with three.  So, we certainly are keen to see a choice of processors, and three is a 
good number.  It gives growers more choice, and it gives opportunities for 
diversification of risk.  As you've rightly identified, it's clear that from TPI's entrance 
into the marketplace here there have been plantings in areas we haven't seen before.  So 
they've certainly expanded the reach.  Their focus, as a commercial entity, has to be on 
improving their performance and their relationships with their suppliers. 

 
Mrs TAYLOR - From your knowledge of the available land, and of agriculture generally in 

the state, do you think that it is possible for the poppy industry to continue to grow?  Is 
the demand there? 

 
Ms DAVIS - There are two parts to that.  Is the demand there is the first part and our 

understanding is that the answer is yes.  We are a recognised world leading supplier as 
can be seen by the fact that we have such a large proportion of the international market.  
We have high standards of production, we have consistent outcomes, we have a good 
climate and growing conditions that are protected from the worst of the disasters that you 
see particularly on mainland Australia but in other places as well, and we have really 
smart growers who do a good job.  So demand is there for the product. 

 
 The second part of the question is:  can we continue the industry's growth from the 

supply side?  The answer would seem to be yes.  We have had expansion of irrigated 
farming and more planned, and with the entrance of TPI they have moved into new areas 
where poppies not necessarily core crops.  As we see irrigation expansion happening we 
will see expansion of the poppy cropping areas too.  I know there is an application sitting 
in front of the Poppy Control Board for licensing of a grower down in the Huon and 
quite some surprise at that because it is not an area that we would naturally think of as a 
poppy producing area.   

 
 So if we can get all the factors right yes, we can keep the supply side and the demand 

side. 
 
Mr JOHNSTON -It usually comes back to, from a farming point of view, of how much 

money is in it.  If they want you to grow them they will lift the price.  If we do not think 
the money is in it to grow the poppies then we probably will not grow them.  So it is 
supply and demand really. 

 
CHAIR - Wayne, I will ask a question before I go to Tony, with regard to that advice which 

came from the poppy regulator stating quite unequivocally that it was not a one-off 
request, as a farmer, would you be concerned if that became a perpetual matter over 
some time, over some years, and therefore it became basically an import replacement? 

 
Mr JOHNSTON - As a farmer? 
 
CHAIR - Yes, as a farmer. 
 
Mr JOHNSTON - As a farmer, Greg, yes, I would be concerned.  I do not know whether I 

can elaborate.  Yes, I would be concerned because we have an industry here which is 
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supplying 50 per cent of the world market or thereabouts.  We do it well, as Jan said.  
We do it better than other countries.  Our chemical usage and all the bits and pieces that 
we do in Tasmania is far above anywhere else in the world.  To bring other product in is 
definitely a concern especially if it is going to be an ongoing request. 

 
CHAIR - You would be aware of the Macquarie Franklin/DPIPWE report which came out, I 

think it was done in January but released on Friday, which indicated that given the 
rollout of more irrigation schemes particularly in the Midlands area that there is 
sufficient land looking forward and you would have thought that if TPI had a 
relationship issue with, perhaps as has been alluded to, some of their farmers but if that 
land is available then they should be able to take that up one way or the other? 

 
Mr JOHNSTON - Yes.  Land is becoming available all the time as Jan said.  In my own 

personal situation, I am actually growing poppies on class 4 some class 5 land.  This year 
was a good year to get away with it.   

 
 Back to the comment that Adriana made about growing on the east coast, it becomes a 

risk situation either for the company or for the grower as to where they grow.  Obviously 
GlaxoSmithKline or Tasmanian Alkaloids think they do not want to take the risk to grow 
in certain areas whereas TPI think that it will run with that risk of trying to grow in areas 
that are not normally poppies.  That comes back to the farmers as well.  They have to 
make that decision as to what crop they put in.  So it is a risk - 

 
Mrs TAYLOR - Sometimes it might not just be risk.  It might also be cost factors, might it 

not?  Alkaloids used to grow on the east coast but because it is such a small area it is not 
viable for them to. 

 
Mr JOHNSTON - From a farming point of view, each farmer would look at his own risk on 

his own farm.  If they think they can grow a poppy and get away with it, well they will 
probably do it.  But it comes back to the dollars that they are going to make out of it. 

 
Ms DAVIS - To pull that thread a little bit and play devil's advocate, we need to be focused 

on maintenance of the industry and the industry has growers, farmers and processors.  
We do not want to see a processing facility lost.  We want to keep that capacity so I 
come back to the point that without a better understanding of what the proposal is, it is 
very difficult to make comment on the sorts of issues we are being asked to make 
comment on.  

 
 If I were to play devil's advocate and say that for whatever reasons the TPI made a 

commercial decision not to pursue extra land for a season or whatever, and to bring 
material into expand their capacity to run equipment to keep the line running or 
whatever, then if we had a choice between losing the processor and having the imports 
for a short period of time if they could be managed appropriately, then that would be a 
conversation we would have to look at really carefully.  It is not a black and white 
situation.   

 
 The biggest concern for us and the most serious issue is the one around biosecurity and 

the fact that we, as yet, do not have a clear understanding of what the proposed material 
is.  Because we do not have a clear understanding of that, we don't have a clear ability to 
assess the agencies involved capacity to monitor that biosecurity, and to mitigate - and 
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we would like to think remove - any biosecurity risks, that is the real red flag at the 
moment.  If it is fully processed material then we would need to be sure it is not weed 
infested, that it is appropriately treated.  If it is not fully processed, then there is a whole 
range of other biosecurity risks.  Without the information in front of us as to what the 
proposal is that becomes a bit of a black box and probably on the face of what we have, 
our biggest concern. 

 
Mr MULDER - It is interesting because I think the material we are getting and to date this 

really becomes and argument down to free trade versus protectionism.  That is why we 
need to find things like biosecurity so that we do not get caught in the protectionist web 
because that, in the long term, will not be in anyone interests. 

 
 I am wondering if putting aside the assurances that it is a one-off thing, if the markets say 

that it is cheaper to grow it in Turkey but the production standards are better in Tasmania, 
doesn't this just lead us to an argument that we do not have an argument unless we find 
one like narcotic security, diversion control, or biosecurity, or something else? 

 
 I am asking this as an economist now not as a grower. 
 
Ms DAVIS - I am trying to answer you as an economist too.  The ultimate security comes in 

a fully regulated agricultural system where we have poppy marketing boards, dairy 
marketing boards, potato marketing boards.  We all know that that is not the world we 
live.  Much as we might like the clock to be turned back, that is not the world we live in.  
If you take off your rose-coloured glasses there were a lot of issues about regulated 
marketing that have perhaps been lost in the mists of time as well. 

 
 Your question is I think the nub of the matter, and that is why it is a very difficult 

position for us to be in.  We want to protect the growers but we recognise the need for 
grower/processor relationships.  We also recognise we need to do it within the bounds of 
not only the regulatory environment but the market environment. 

 
Mr MULDER - That just about sums it up.  The comment about the rose-coloured glasses, I 

hope that wasn't a reference to agrarian socialism. 
 
Ms DAVIS - Far be it from us to suggest such a thing. 
 
CHAIR - Mr Mulder has been on that tack for some time now. 
 
Ms DAVIS - We all know that Australian farmers operate in the least supported agricultural 

environment in the world.  That makes it really hard for our farmers because not only do 
we not have supportive regulation we actually have punishing regulation in a marketplace 
where everybody else talks the talk but they don't walk it.  We see our competitors, the 
US, the Europeans, talking about free markets but not doing it.  We seem to be the only 
silly buggers who actually play by the rules.  That means that, at the pointy end, the 
farmers get hurt.  It is easy to understand why they resent that and it is easy to understand 
why we would like to see things done differently.  The reality of doing them differently 
becomes a bit more challenging, politically and in terms of marketplaces. 

 
Mr MULDER - I do not think even you would argue for an export enhancement program.  
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Ms DAVIS - Probably not. 
 
CHAIR - Jan and Wayne, anything else you would like to add at this stage?  We have your 

submission, and we obviously haven't had the chance to read that. 
 
Mr JOHNSTON - Probably from a farmer's point of view, I don't know whether you have 

heard from the other companies.  I don't know whether the companies -  
 
CHAIR - We will be.  They are next up. 
 
Mr JOHNSTON - It would be interesting to hear whether they had any future plans for 

import of product. 
 
Ms DAVIS - And whether they would share them with us. 
 
Mr JOHNSTON - Whether they would share them, that's the other thing too.  But it's a 

precedent that has been set in the past by one or two of the companies, so I would hate to 
think that we would open up Pandora's Box and let anything come in here. 

 
CHAIR - We have already had some historical evidence from Dr Brian Hartnett, who talked 

about his time with TA.  Smaller amounts I might add, but we have already had some 
and we will get some.  Tas Alkaloids are next, and then we have GSK as the next two 
witnesses. 

 
Ms DAVIS - Just to finish the comment and the repartee that we were engaging in there, I 

think it's really important to understand that for better or for worse - and it is in some 
cases for better and in some cases for worse - Australia has taken a very free-market 
approach to agriculture.  We don't do it in many of our other sectors.  Mainly I'm talking 
about the car industry, but we do do it in agriculture.  The reality is that we have hung 
our hook on our farmers doing such a good job and we have remained competitive doing 
that to this point.  

 
 One of the things that we pride ourselves on is that we are good at what we do and that 

we don't rort the system.  One of the issues that has become increasingly fraught for 
Australian farmers - and this is not specific to poppies - is the issue of biosecurity.  
There are precedents for import of poppy material; that's why part of our focus has been 
on trying to understand what the form of the material is to see whether the previous 
import precedents actually apply in this case.  If they do, then as Australia is adamant 
about the fact that our biosecurity system is science-based, then any argument that 
quantity makes a difference is not going to have legs. 

 
 So we need to be clear about it; we might be looking for everything that we can clutch at, 

but we need to be really focused on understanding the biosecurity system before we 
think that there might be chances to use that as leverage. 

 
CHAIR - Jan, notwithstanding the biosecurity issue that you raised, I will just go back to that 

in your submission, and the last sentence is: 
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TFGA is concerned that this importation will set a precedent whereby a 
large quantity like this can be imported in future years, regardless of local 
production capacity and despite the minister's 'one-off' guarantee. 
 

 
 That was why I pointed out the matter that came from the regulator clearly stating that 

Mr Ritchie said this is not a one-off request, it is more than a one-off request.  I will just 
leave that there. 

 
Ms DAVIS - Which, Chair, leads me to once again make the comment that had this been 

appropriately handled prior to the decision with open and transparent sharing of 
information, we would have all been a lot better informed and in a lot better position to 
have an intelligent conversation. 

 
CHAIR - Yes, I understand that.  Any further questions? 
 
Mr MULDER - That then leads us to the issue in relation to if we don't really have an 

objection to this one, what objections can we have to it being an ongoing thing that don't 
relate to trying to stop imports to prop up growers? 

 
Ms DAVIS - That's the question. 
 
Mr MULDER - Although the minister says it's a one-off and that we require the agreement, 

if you're talking about market forces and you're talking about supply and demand, it just 
doesn't seem to me that anyone has come up yet with an argument as to why - for other 
than political reasons - you wouldn't just say well, that's the model.  If this guy can 
source this material cheaper than he can here, why would we interfere with that supply-
and-demand mechanism? 

 
MS DAVIS - The only answer to your question that I can posit on the basis of the little 

information that we have is that if there is no extenuating circumstance, then it does 
come down to the politic as to whether or not we wish to put our poppy industry in a 
special place in Tasmania and treat it differently to our other industries, and that is a 
conversation that, again, is outside the terms of your reference. 

 
CHAIR - Jan and Wayne, thank you very much for your presentation today.  As always it 

has been a nice bit of light relief from the forestry industry committee. 
 
Ms DAVIS - I am trying to have an f-word-free day today. 
 
Laughter.  
 
 
THE WITNESSES WITHDREW. 
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Mr ANATOLE SEREDA, TASMANIAN ALKALOIDS, WAS CALLED, MADE THE 
STATUTORY DECLARATION AND WAS EXAMINED. 
 
 
CHAIR - Welcome, Tole, I think you have appeared before a parliamentary committee 
before? 
 
Mr SEREDA - No, I haven't. 
 
CHAIR - I would like to apprise you of the fact that you are under parliamentary privilege 

whilst you are giving evidence here but when you step outside this arena then that may 
well be another matter - just to make you aware of that. 

 
Mr SEREDA - Sure. 
 
CHAIR - Thanks, Tole, we have Tasmanian Alkaloids' submission in front of us so I invite 

you to make a brief presentation, if you would like, to the submission and then I will give 
the committee opportunity to ask you some questions. 

 
Mr SEREDA - My statement will be brief.  Tasmanian Alkaloids, as you have seen, has put 

forward a submission.  The main points that I would like to emphasise are that 
Tasmanian Alkaloids is the world's largest producer of narcotic raw materials to the 
pharmaceutical industry; that is important and also the fact that we are fully integrated 
here in Tasmania, unlike perhaps others who will be giving submissions. 

 
 I won't go through the history but it has been achieved through extensive research and 

development both in the agricultural and also in the chemical area, and an ongoing 
capital investment at the Westbury site.  We are committed to Tasmania and that is 
verified by the facilities that we have at Westbury.  I would have to say that since the 
submission in November we have been given approval to spend another $20 million on 
capital expansion at the Tasmanian Alkaloids site here in Westbury. 

 
 We are faced with quite a number of challenges; one of those significantly is the value of 

the Australian dollar but we do remain competitive for the reasons we have outlined.  We 
do generate a lot of volume coming out of the site at Westbury.  The issue for us and our 
customers is that, because we are so large, as part of the business continuity planning 
there is a requirement of assurance of the supply of raw material to the Westbury site.  
That is the reason we do not object to the importation of poppy straw.  I think it is 
general knowledge that we have trials, both in New Zealand and in Victoria underway.  
Again, this is to do with a lot of concern by our customers, because we are their major 
supplier, that we do have an alternative opportunity for the supply of narcotic raw 
material. 

 
 I think, just as a closing statement, as a highly successful industry on a global scale, one 

of the few industries in Tasmania that operates at a global level, we all need - and I mean 
all and that includes ourselves, the farmers, and government, everyone associated with 
the supply chain - to ensure maximum efficiency and productivity.  And then of course 
there is more detail within our submission. 
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CHAIR - Tole, might I lead off with a question?  Do you foresee a time - and Dr Hartnett 
explained, when TA did in fact import small amounts of narcotic material - when TA 
might ever go down the track of making an application, as TPI have done, to import 
some thousands of tonnes of straw from say, Turkey, or another country? 

 
Mr SEREDA - Well, it's very difficult to predict these things.  Really it will be based on 

commercial considerations.  The important thing for us, because we are located in 
Westbury, is that we do have adequate raw material to meet supply needs.  Within the 
pharmaceutical industry the area of qualification is extremely important.  In other words, 
if a user of our material can't get our material, then they will go somewhere else and 
qualify an alternative supplier.  And then you would go back to Tasmania, Tasmanian 
Alkaloids, it is a cost to them because of stability testing, all sorts of issues that are 
associated within the pharmaceutical industry. 

 
 I can't say never, but I would say that, based on our history and our success, Tasmania is 

our number one choice at this point in time in supplying narcotic - well, supplying the 
poppy straw so that we can extract and produce narcotic raw materials. 

 
CHAIR - History is one thing.  Obviously you are aware of the Macquarie Franklin-

DPIPWE report which came out last Friday and I think was produced in January of last 
year, talking about the extended areas of irrigation which will be available in Tasmania, 
and therefore on certain suitable land types there is plenty of capacity to increase the 
contract area.  Do you have any comment on that?  Your operational field staff would 
have made some of those assessments, I would presume. 

 
Mr SEREDA - It's preliminary at this stage as far as their assessment on that.  But that still 

doesn't get around the issue of customers, and also people that we report to concerned 
about business continuity planning issues.  In other words, if there were major events 
occurring within Tasmania - Tasmania is seen as a very, very small place throughout the 
world - then they would still have a concern about that.  Our preference at this point in 
time, because the Tasmanian poppy industry produces the best poppies in the world, then 
from an efficiency point of view, they are the poppies that we want to process and we 
have been extremely successful in processing those. 

 
 But it still doesn't get around this business continuity planning issue in not having 

available, at least being able to say we have got available other areas that we can grow. 
 
CHAIR - As I understand it - correct me if I'm wrong - Tasmanian Alkaloids has done some 

trial work in New Zealand.  Would you expect that those trials will continue down the 
track and - 

 
Mr SEREDA - Probably yes. 
 
Mrs TAYLOR - Can I be bolder and say: are you planning to grow in New Zealand and 

Victoria at this time? 
 
Mr SEREDA - Certainly we are planning to grow commercial areas within Victoria.  New 

Zealand is still yet to be absolutely determined, but there are plans that perhaps we will 
grow in New Zealand in the future. 
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CHAIR - If I was being the devil's advocate then and thinking about our friends across the 
Tasman, irrespective of the large capex, and I know that Tasmanian Alkaloids has been a 
very good corporate citizen for Tasmania, it has been a tremendous industry for us but we 
have seen, if I could put it this way, the McCains of this world move their processing 
from Tasmania to New Zealand because of penalty rate issues and a lot of other 
regulatory issues.  If a successful industry was established in New Zealand, your masters 
- and I am not too sure where J&J are headquartered - might say, well, that's the way it is, 
this is a commercial reality, let's move it and grow them all in New Zealand instead of 
Tasmania. 

 
Mr SEREDA - I would have to say that is extremely unlikely. 
 
CHAIR - I was being the devil's advocate. 
 
Mr SEREDA - The reason for that is that if you look at the total replacement value of what 

we have located at Westbury, with all the infrastructure and everything else we have 
there - and I haven't really done that exercise very carefully at this point in time - we are 
talking about hundreds of millions of dollars.  On average, we spend about $10 million in 
capital expenditure each year.  That hasn't been from year one, but certainly it has been in 
the last 10 years.  To be able to move that type of facility with all of the requirements 
with respect to security, just the storage facilities, they are not things that you can move 
readily.  You can't move a shed and you wouldn't want to move a $2 million shed to New 
Zealand.  The most likely scenario is that material would be pelletised and then shipped 
to Tasmania for processing.  That in itself is problematic because of the costs associated 
with that activity.  That's another reason, from a financial standpoint, we would prefer to 
have Tasmanian poppies. 

 
CHAIR - Mind you, GSK moved their product to Port Fairy in Victoria.  I'm not too sure 

what the freight differences are. 
 
Mr SEREDA - That's a minor investment here in Tasmania compared to the investment as 

far as extraction and purification and all of the other infrastructure requirements that we 
have in Westbury. 

 
CHAIR - A final question from me at this moment, Tole.  You make the point in your 

submission that possibly the greatest danger of this adventure - this is the importation by 
TPI - is to acclimatise Tasmanian poppy varieties to Turkey, which would become 
available to the local industry and cause a tenfold increase in their productivity.  The 
result would be a vastly more competitive Turkish factory with much larger volumes to 
sell.  You have a real concern in that respect. 

 
Mr SEREDA - We have. 
 
CHAIR - Just explain to it me: the proposal for that straw - for the public record - to be 

imported, that seed is Tasmanian seed being supplied by TPI to Turkish growers; is that 
your understanding?  It might be a question for TPI. 

 
Mr SEREDA - I don't know.  That may well be how they would operate but we simply don't 

know where the seed will come from.  The other thing to bear in mind is that it's not 
directly transferable, as I understand it.  I'm not an agricultural specialist on this but to 



SELECT COMMITTEE INTO POPPY INDUSTRY, LAUNCESTON 5/3/13 
(SEREDA) 

46

take seed from the Northern Hemisphere and grow it here immediately, or vice versa 
from the Southern Hemisphere to the Northern Hemisphere, doesn't necessarily succeed.  
However, it is a concern.  We do have the highest alkaloid content for the poppy straw 
anywhere in the world.  If that were a scenario then that would be a concern to us. 

 
Mr MULDER - You may not have been here earlier on, but it was starting to get down to the 

level of intellectual property in the quality of the research and work that has been done 
into developing this higher productive capacity, or high yield.  It seems to me that that's 
what it's getting down to now, is our intellectual property being exported, and then we 
will buy the product back. 

 
 What I also heard you say, or what I thought, was that Tasmania still is the best in terms 

of both cost and quality, but that you need some importation bed from another state or 
another country to guarantee or secure your supply to your customers. 

 
Mr SEREDA - Correct. 
 
Mr MULDER - Okay.  From your perspective, if you were to - in the current environment, 

we all know things can change - that is a more costly exercise, so that any company that 
shifted that business model would rapidly become uncompetitive. 

 
Mr SEREDA - That could be the case, but again I emphasise the fact that Tasmanian 

poppies at the moment are the highest-yielding.  When we talk about yield you can 
classify it in different ways but one of the biggest drivers of productivity for the plant in 
Westbury is the alkaloid content.  If you have something coming in at 1 per cent alkaloid 
compared with 3 per cent, you get three times as much coming out of it.  I remind people 
that when I first started in the alkaloid business, which was a long time ago, almost 
36 years ago, we spent a whole year processing an entire crop of poppies - that was the 
first year I started as an engineer.  We now produce that same amount in a week and a 
half.  That's the sort of reason that we can still compete against others throughout the 
world, that type of productivity.  That's not only Tasmanian Alkaloids, but it is also the 
farming community and all of our suppliers. 

 
Mr MULDER - What kinds of regulation from both the commonwealth and the state 

governments are impacting upon your business that you think could be changed or could 
be done without perhaps? 

 
Mr SEREDA - There can be opportunities to streamline and revisit what certain government 

agencies do.  We don't see it as overly onerous, but everyone should be looking at the 
most efficient operation, whether it's government or whether it's industry.  But well, the 
issue came up about the poppy board and that's subject to another review that is going 
on, but there are always opportunities to revisit what was a model or a process that 
occurred 35 years ago and to really look at it again.  When you look at the change in - 
for example, we only grew morphine poppies when we first started, they were the only 
poppies available.  Now, most of what we grow are thebaine poppies, so the risk and 
opportunity of diversion is reduced somewhat because of that.  They are the sorts of 
things that should be taken into account. 
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Mr MULDER - It flows on from that that if we look at things like the potential for or risk of 
diversions, if that has come down, then surely the regulatory framework should be 
reduced to match the risk. 

 
Mr SEREDA - Sorry, I didn't - 
 
Mr MULDER - Sorry.  We are talking about the potential for diversions.  When you were 

just growing morphine, of course there was a high-security arrangement around that 
because the risk and the potential for diversion is so much greater.  Now that you have 
moved to thebaine, are you still saddled with the old risk and regulations that - 

 
Mr SEREDA - They haven't changed. 
 
Mr MULDER - My question was:  is there an opportunity there to reduce the regulation to 

match the risk? 
 
Mr SEREDA - There could be opportunities, and there is a review going on at the moment. 
 
Mr MULDER - Have you had an opportunity to look at the poppy control board's response 

to the TPI issues? 
 
Mr SEREDA - No, I haven't personally. 
 
Mr MULDER - If you haven't done that it's a bit unfair to ask you what your view is of it. 
 
Mrs TAYLOR - If I could go back to poppies and your trials in other places.  I know that I 

am focusing on your company and I am really trying to extrapolate from what you do as 
to what other people have been doing in terms of importation.  You are already growing 
in Victoria and you intend to grow reasonable crops in Victoria.  I understand that you 
are saying it is for security of supply but nevertheless, if you grow them, you are having 
to look at the year ahead, aren't you? 

 
Mr SEREDA - Yes. 
 
Mrs TAYLOR - You can't say we have a shortfall this year so produce some instantly; it's a 

contract.  When they are grown you have to do something with them, so you would be 
looking to bring those to Tasmania to process them? 

 
Mr SEREDA - Yes, we would. 
 
Mrs TAYLOR - By extrapolation, if you can do that with your own seed and presumably 

you would be working at including the alkaloid content wherever you grow them, what is 
to stop you, if the price was right and if the market conditions were right, from importing 
rather than growing locally?  If you could buy them cheaper from somewhere else 
whether it is Victoria, New Zealand or Turkey for that matter, once the process is 
established that it's okay to grow them elsewhere and bring them in. 

 
Mr SEREDA - You can't say never, it's a commercial consideration but the fact is that we 

have to process them within Tasmania.  Just getting the material to Tasmania is 
somewhat problematic:  you have to freight it, you also have to build in the necessary 
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infrastructure to be able to ship it economically because it's very light material so we 
would have to be virtually doing the exact opposite to GlaxoSmithKline.  It does boil 
down to commercial considerations but when you look at the practicalities as it stands, 
ideally we want to process poppies from Tasmania - the freight side of it and what I have 
already mentioned, the alkaloid content and all of those factors. 

 
Mrs TAYLOR - I suppose my question is really about:  what is the likelihood of that 

influencing the price you might pay to growers if you can get it cheaper elsewhere? 
 
Mr SEREDA - I don't think the farmers in Victoria produce anything more cheaply than they 

do in Tasmania and certainly - 
 
Mrs TAYLOR - No, but in Turkey they probably do. 
 
Mr SEREDA - Again, we are not looking at importing material from Turkey. 
 
Mrs TAYLOR - No, no, I understand that, which is why I was saying I'm using you as an 

example to extrapolate across about the principle of whether this could be done, not 
whether you intend to do it. 

 
Mr SEREDA - I think really, from a Tasmanian Alkaloids perspective, with what we are 

building, the sorts of volumes we want to generate and we want to dominate the world 
market, we need that material to make sure that we generate as much volume as we 
possibly can and that way we dominate.  I think Tasmania will benefit from that.  An 
industry that doesn't dominate will eventually fall behind, particularly in primary 
activities.  When people ask me: what is important as far as your cost structure is 
concerned?  The important thing, you have to take into account the costs of the inputs, 
but the most important thing is the volume that we produce out of that factory in 
Westbury and that's one of the reasons that we have been allowed to expend an extra 
$20 million to expand that facility over the next 18 months.  That's the faith that 
Johnson & Johnson have in the business here. 

 
Mrs TAYLOR - I wasn't suggesting that you are going to move your processing; I was 

thinking more about where you would get your supply from.  I suppose would you say 
that there has to be an advantage for Tasmanian growers of being close to the processing 
facility? 

 
Mr SEREDA - There is, because we process here and we process substantial volumes, and 

we have to process substantial volumes to be economically viable.  If we still produced 
that 20 or 30 tonnes of alkaloid that we used to many years ago, we simply wouldn't be 
here.  Now we are looking at processing hundreds of tonnes of material. 

 
Mr WILKINSON - It would see to me, Tole, that looking into the crystal ball we are 

becoming an aging population, a lot of people need more drugs to keep a good standard 
of life and free of pain and therefore I suppose there is a real need, one, for more product; 
two, companies like Johnson & Johnson are going to continue to grow as a result of that.  
I am trying to get some type of thumbnail sketch of what you can see of the future for 
Tasmanian Alkaloids.  What can you see of the future for the poppy growers within 
Tasmania, because if it's a good supply and demand, obviously people are going to say: 
rather than grow vegetables I will grow poppies instead. 
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Mr SEREDA - There are a couple of points I would like to make: one is that it's very 

difficult obviously to see into the future but if you look at our history, Tasmanian 
Alkaloids has doubled its volume every 10 years.  It doesn't happen at 20 per cent each 
year, but if you look at history, what it shows is we have doubled the volume each year.  I 
get very much involved in the strategic plan.  We look at a seven-year horizon.  We are 
looking at doubling again over those seven years.  Again, this is another reason that when 
we look at strategic planning, you have to be able to say there is no issue as far as getting 
that raw material.   

 
 When we look at capital plans for seven years forward, we do that every year.  We look 

at seven years ahead.  The answer is: the industry will be very strong within Tasmania.  It 
is important - your comment too, touching on the importance of sustainability - that we 
do have additional crops that can rotate with poppies.  One of the concerns that 
sometimes comes about is that with other crops not being as profitable then you simply 
don't get the rotation.  That is one of the concerns that we have - sustainability.  It's 
important to have other competing crops to rotate with poppies. 

 
Mr WILKINSON - That's not a concern, it's a good concern I suppose.  No doubt you do 

strategic planning and obviously that would be the case.  It would seem to me that 
demand is going to get greater.  The need for supply is going to become greater and 
therefore there might be, and I think there probably inevitably will be, a need to grow 
outside of Tasmania because you will be unable to keep up with the demand.  Is that a 
fair summary? 

 
Mr SEREDA - Yes, that's a fair comment to make and that's why we are looking forward 

over quite a number of years.  When we start looking at commercial quantities of 
growing in other geographies, that will be a decision based on what we see as far as the 
strategic plan and the volumes that we will require in the future.  As you point out, with 
the demographics and also there are new indications for a lot of opiates or derivatives 
from opiate raw materials, so that has led to quite substantial growth.  As I said, the 
strategic plan that we are looking at right now, the seven-year horizon, we are looking at 
at least doubling. 

 
Mr WILKINSON - Does that seven-year plan that you are looking at now envisage 

obtaining supply from a source outside of Tasmania? 
 
Mr SEREDA - Right now we are looking at saying we will get that material; where that 

comes from is another issue. 
 
Mr WILKINSON - Yes.  But presently are there the growers within Tasmania to support 

your planning seven years from now? 
 
Mr SEREDA - Really I can't give you an answer on that.  We would have to study the 

report, and maybe on average, yes, it could all come from Tasmania.  But we still have 
that issue of business-continuity planning.  Certainly that's something that our 
customers - as we dominate the market - are requiring us to give them that guarantee that 
we will have the raw material for them. 
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CHAIR - Just getting back to the Victorian trials that you are doing there, how large are 
they?  Is it a commercial-in-confidence type of arrangement at this stage, or - 

 
Mr SEREDA - It is, but right now I can say that the trials have been very, very small at this 

point. 
 
CHAIR - Right, yes.  And just to clarify that, for resource security, it is clearly your 

preference to do something in Victoria and/or New Zealand, rather than import - as TPI's 
proposal to import - straw from Turkey. 

 
Mr SEREDA - At this stage that is certainly the case. 
 
CHAIR - Yes.  Although, as we talked about before, I suppose that seed which has been 

developed here, that intellectual property going to a Northern Hemisphere country could 
severely impact upon your company's operations in the whole marketplace. 

 
Mr SEREDA - It could, but I don't think it will be an immediate impact.  But it is a concern 

that was put in the submission.  But we're really talking about a completely different 
business model, as I understand it, within Turkey, where the farmers have control of 
their own genetic material.  They control their seed; it's not controlled centrally as we 
do.  We supply the seed to the farmers.  It's quite different within Turkey.  Now, whether 
it's adopted we simply don't know.  We don't know what it is. 

 
Mrs TAYLOR - That was the case once upon a time anyway, wasn't it, that what you're 

doing now is progress from that. 
 
Mr SEREDA - Yes. 
 
Mr WILKINSON - Can I ask about the assays, Tole?  There was talk that they were below 

1 per cent at one stage, then up to 1.8, and can be as high as 3 per cent.  No doubt a lot 
of the testing is endeavouring to get that assay up to the highest percentile it can be.  
Before the planning in relation to the percentage of assay - if that's the right word - in the 
plant, where does - 

 
Mr SEREDA - We take that into account in our strategic planning exercise, that our 

agricultural R&D team will in fact improve the content of the poppy seed.  We do take 
that into account. 

 
Mr WILKINSON - Therefore you don't necessarily need more area at this stage, but you 

would need a higher content.  Is that fair?  You need both, I suppose. 
 
Mr SEREDA - You need both.  There is a limit to - it certainly starts to plateau as far as how 

much you can get from breeding.   
 
Mr WILKINSON - Where does it plateau, at what percentage? 
 
Mr SEREDA - Where could it plateau?  We've got the expert right here.  We don't know. 
 
Mr WILKINSON - It may not, okay, right.  Maybe 10 per cent. 
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Mr MULDER - It will certainly plateau before 100, you reckon. 
 
CHAIR - Okay, thank you.  If there are no more questions. 
 
Mr MULDER - Very briefly, a second shot.  First of all congratulations, you seem to be part 

of a dying breed, which is a downstream processor in this state, and I think the fact that 
you're doing it basically without government subsidy and on a pretty commercial is a 
testament to your business model in your company. 

 
 The main question I have is: do you need a licence to import your New Zealand product 

if you grow any there?  Do you need a licence to import that in? 
 
Mr SEREDA - Yes, that has to be part of our - all we've had brought into Tasmania have 

been very small quantities of straw for analysis and we were granted a licence by the 
state Department of Health and Human Services on condition that once we had finished 
the analysis then that material was destroyed.  We have permission from the state health 
[department] to import trial samples only and we would have to apply to get large 
quantities, which we would have to have as part of our licence conditions. 

 
Mr MULDER - Would you have concerns then if you applied for that licence, having 

invested in these trials, that the poppy control board's advice to the minister might be the 
same that he has given in relation to TPI's application? 

 
 I am probably not explaining myself very clearly.  The poppy control board 

recommended strongly against importing from Turkey and I am wondering now whether 
you would have some concerns that the poppy control board may have similar objections 
to your importing from New Zealand? 

 
Mr SEREDA - Number one, I don't think they have the same sort of concerns as they may 

have with importing Turkish material. 
 
Mr MULDER - My questions to them will be, when they come here, what their concerns are 

and I will put the same question.  Do you have a concern that the poppy control board 
may object to any imported material? 

 
Mr SEREDA - I don't know whether the poppy control board has that as part of their 

jurisdiction. 
 
Mr MULDER - It has an advisory role. 
 
Mr SEREDA - It really is the state and federal governments which will dictate whether or 

not we can import any poppy straw. 
 
Mr MULDER - One of the points with this committee was that the Poppy Control and 

Advisory Board, which has an advisory function, strongly recommended against 
importing from Turkey and I'm wondering whether you would have similar concerns. 

 
Mr SEREDA - Before we did any type of commercial plantings we would have to get signed 

off by all the appropriate government bodies and here in Tasmania it is the federal health 
[department] and also the state health [department]. 
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Mr MULDER - From your company's perspective, you don't have any objections to TPI 

importing from anywhere they choose fit to and if it happens to be a dearer product - 
 
Mr SEREDA - We take it more as a commercial consideration.  One of the concerns is 

protectionism - 
 
Mr MULDER - Free trading versus protectionism. 
 
Mr SEREDA - It really, in the long term, doesn't work. 
 
Mr MULDER - Thank you. 
 
CHAIR - Okay, no more questions from the committee.  Thank you, Tole, for your 

presentation and no doubt we may speak to you again, who knows. 
 
Mr SEREDA - Thank you. 
 
 
THE WITNESS WITHDREW. 
 
 


