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Dear Sir,

We were unaware that this inquiry was in progress until we heard a radio article about a submission by Kelloggs.
Although the deadline for submissions closed some time ago, Peter Fraser suggested that we forward ours in any case. We tried to e‑mail the following letter, but the advertised e‑mail address would not accept our communication.

Yours faithfully,

Peter Gray

Executive Director
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Dear Sir,

Introduction

The Tomato Section of the Victorian Farmers Federation represents the interests of the primary producers whose raw tomatoes are supplied to factories, under contract, for transformation into the wide range of tomato‑based products available in our national retail outlets.

Whilst there were over 1,000 processing tomato growers in the 1970's, our entire national output is now produced by 38 farming businesses. This significant attrition rate has largely been driven by the need to be internationally competitive in products that are sold globally. The result is that this remaining group of growers run larger businesses, open to greater risk, and are considered to have a very high standard of horticultural skill.

Not‑for‑profit Organisations
Within the past two seasons, a major farming enterprise in the Murrumbidgee Irrigation Area has begun to grow processing tomatoes, and has acquired a significant contract with one of our major factories. This farming enterprise is owned by the Mormon Church.

It is our understanding that this enterprise is selling its raw tomatoes to the factory at a price that is significantly lower than the price paid to other equivalent tomato producing businesses.

Recently, this factory advised its growers that if they could not grow tomatoes at a much‑reduced price (although still higher than the church‑owned enterprise) then its total production could go to the church‑owned enterprise. In effect, this could reduce the number of growers in the industry by some 25%.

Fair Competition

This association and its grower‑members are not averse to new industry entrants and the additional competition that this engenders. That is part of farming life today.

However, we have grave concerns about our members effectively being in competition with an entity that is able to claim the economic and tax benefits associated with a religious organisation. Whilst it is claimed that this church gives away 100% of its profits to worthy causes, this escapes the economic definition of commercial profit.

Our members, for their long‑term survival, after taxes, must earn a commercial return for their efforts, and reinvest capital in their businesses; these factors put a significant 'floor' in the costs of business that they must cover in the price paid for their tomatoes.

The church entity, on the other hand, has the ability to make a 'variable' rate of profit even if it does give that profit away. Whilst a commercial business may need to make $100,000 profit to survive, say, the church entity could make $25,000 and give it away. This should not detract from the commercial realities of normal businesses.

Conclusion

We suggest that due regard should be paid to the activities of charities and related organisations. Where they undertake significant commercial activities that provide substantial competition to existing commercial enterprises, then the normal rules of taxation and other economic regulations should apply. The alternative is for well‑run commercial businesses to be put out of business due to an unfair advantage.

Thank you for the opportunity to make this submission.

Yours faithfully,

Peter Gray

Executive Director

VICTORIAN FARMERS FEDERATION A.C,N 079 980 304

FARRIER HOUSE 24‑28 COLLINS STREET MELBOURNE 3000 PHONE (03) 9207 5555 FACSIMILE (03) 9207 5500


