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Key Messages 

 

1. The current status quo governance arrangements are not the preferred structural option for 

the GRDC. This review has identified two preferred structural governance options moving 

forward (see summary table): 

 A hybrid model – that draws valuable components of an industry owned corporation 

into the current statutory corporation structure; or 

 An industry owned corporation. 

 

2. The GRDC is a respected organisation that is operating in an increasingly dynamic research, 

development and extension (RDE) environment with substantial domestic and international 

changes across the length of the grain industry supply chain. For example, the number of 

grain growers has halved in Australia in the last ten years, research has become more 

internationalised and private companies have become significant providers of research and 

extension.  

3. In order to deliver the best possible RDE outcomes for levy payers, the GRDC needs a 

governance structure and arrangements that sharpen its connection to growers and their 

needs; and helps it to rapidly seek out, decide on and seamlessly manoeuvre resources into 

RDE investments that will meet those needs in the short and long term (a balanced portfolio 

of RDE investment).  

4. This requires the removal of unnecessary red tape and constraints to accountability and 

decision making autonomy. Unfortunately, changes to governing legislation of the GRDC 

(Primary Industry Research and Development Act 1989 and Public Governance, 

Performance and Accountability Act 2013) are: 

 increasing the GRDC’s accountability to the Australian Government and reducing 

accountability to levy paying growers.  

 embedding limitations on decision making autonomy that are available to industry 

owned corporations. For instance, the review has revealed that industry owned 

corporation have decision autonomy over access to financial reserves, employment 

flexibility and ability to establish new business entities, which gives them greater ability 

to manoeuvre their RDE investment, and recruit and retain the best possible staff. The 

GRDC does not. 

 

5. Of interest to some stakeholders has been whether the form of structural governance in itself 

might affect organisational culture and performance. Comparative assessments of GRDC 

organisational efficiency were outside of the scope of this study. However, we note that 

governance arrangements per se do not singularly drive organisational performance. Under 

similar operating conditions (reporting, accountability and autonomy) it is reasonable to 

expect the statutory corporation and industry owned corporation structural models would 

perform in a similar fashion. A wide variety of factors including leadership, culture and 

processes will affect performance — we note the GRDC has made substantive efforts to 

improve such matters. 

6. Nonetheless structural governance arrangements can set precursors to these drivers and 

indirectly affect organisational efficiency and effectiveness. Among others in this review we 

note that the alternative structural governance arrangements do not have similar starting 

conditions. As discussed above, additional conditions are imposed on the statutory 

corporation model. This is of serious concern to many stakeholders, because these 

conditions place unnecessary time and resource burdens on the GRDC Board and team. 
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7. It must be noted that many of these impediments can and are being tackled through 

‘workarounds’ in order to achieve quality RDE outcomes. However, we believe the first 

preference should be for the GRDC to have a governance structure that avoids these 

impediments in the first place. Seeking out second best outcomes can create risks and take 

up organisational effort and resources that should otherwise be directed at RDE activity. 

Discussions with other industry owned corporations point to administrative burden being 

placed on statutory corporations, to navigate government requirements and decision-making 

processes, as far greater than their own.  

8. The majority view of stakeholders is that a business as usual approach under a statutory 

corporation governance structure is not a sustainable model going forward. The formal 

submissions received on the Draft Consultation Report argued for the adoption of 

arrangement that increase the GRDC’s accountability to levy payers and autonomy, in the 

form of the hybrid or industry owned corporation model. While the GRDC appears to be 

making progress in improving transparency and performance to levy paying growers, we 

have received clear feedback that many grains sector stakeholder believe there substantive 

risks to the durability of a current statutory corporation model. These risks come in the form 

of: 

 Political and bureaucratic interference in decision making. 

 Disenfranchisement of growers through insufficient accountability back to growers.  

 

9. The majority of formal and informal submissions favour, at a minimum, the progression of 

a hybrid governance model. The hybrid model was seen as a vehicle to increase 

organisational flexibility, better align the accountabilities and operations of the GRDC with 

the needs of levy paying growers, and help build an organisation that can effectively 

respond to the rapidly changing industry operating environment while still providing an 

appropriate level of accountability for public monies. This involves: 

 the industry seeking exemptions from the Australian Government to improve the 

Board’s autonomy to make decisions on key organisational matters relating to financial 

reserves and workplace arrangements, and bring autonomy in line with existing IOCs. 

 establishing a member database to facilitate industry feedback and increase 

accountability to growers. 

 holding AGM (annual general meeting) style regional meetings to facilitate more 

personal engagement and improve accountability (both of the Board and levy paying 

growers) to the decisions of the GRDC. 

 developing a grains industry led vision and strategy for RDE — there is strong feedback 

from stakeholders that a critical step for progression of changes to governance 

structures for the GRDC is for the industry to articulate a vision and strategy for RDE to 

establish the ‘true north’ for the entity.  

 

10. A number of stakeholders also noted, in consultation and submission, that the hybrid model 

can provide a ‘safe environment’ in which the industry can progress some of the design 

challenges (e.g. membership, voting and Board appointment procedures) that would be need 

to be put in place if it wished  to ultimately proceed to an industry owned corporation 

structure. 

 

11. Nonetheless there is concern among some stakeholders relating to the hybrid model, ranging 

from:  

 Moving to a hybrid model may risk changes to co-funding arrangements — as it 

encourages increasing returns to growers. However, our analysis is that there are 

arguably greater risks to co-funding under the status quo model. 
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 A hybrid model is an unnecessary step ahead of moving to an IOC. Our analysis is that 

the necessary precursors for an IOC are currently not present and given that they will 

take time to establish an initial step to a hybrid model is desirable. 

 

12. It is critical to note that changes to a hybrid model need to be pursued by both the grains 

industry and the GRDC. They cannot be effectively achieved without co-ownership. The 

industry holds some key responsibilities to navigate conversations with government 

decision-makers, key stakeholders and clarify its vision. The GRDC holds some key 

implementation responsibilities and has a wealth of information and experience to help 

realise the potential. 

13. In the longer term, depending on an industry agreed RDE vision and strategy being 

developed and the Australian Government’s willingness to agree exemptions and delegate 

decision-making autonomy to the GRDC (under the hybrid model) a change to an industry 

owned corporation ‘unlisted public company limited by guarantee’ may provide a better 

vehicle for growers to achieve their RDE needs.  

14. Readers of this review should understand that this is an early step in a structure process of 

analysis that needs to be grains industry led.  

 

Table 1: Summary Table 

 Not Preferred Preferred Preferred 

Model Statutory Corporation 
(status quo) 

Hybrid (statutory 
corporation with 
incorporation of some 
IOC arrangements) 

Industry Owned 
Corporation 

Accountability More at arm’s length from 
levy paying growers. 

Rebalances 
accountability towards 
levy paying growers. 

Rebalances accountability 
towards levy paying 
growers. 

Decision 
making 
autonomy 

Impediments to 
commercial autonomy — 
control of finance, labour 
and commercial 
subsidiaries. 

Potentially reduces 
impediments to 
autonomy through 
exemptions. 

Impediments to commercial 
autonomy removed. 

Risks Workarounds divert 
resources and 
organisational effort. 

Disenfranchisement of 
levy payers. 

Government intervention 
to durability of entity. 

Raises expectation of full 
accountability to 
growers. 

Exemptions refused or 
workarounds create new 
regulatory burden. 

Politicisation of institution. 

Risk mitigation  Workarounds that divert 
resources and 
organisational effort. 

Adopting accountability 
mechanisms from IOC 
model. 

Work towards defining 
IOC prerequisite 
establishment 
requirements, proactive 
recruitment and 
commercial labour 
arrangements. 

Skills based Board, and 
careful design of Board 
selection and member 
voting processes, industry 
RDE vision and strategy and 
commercial recruitment and 
labour arrangements. 

Source: Marsden Jacob Associates, 2014. 
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Executive summary 

Introduction 

On 13 February 2014, a representative group of grains industry levy payers commissioned 

Marsden Jacob Associates (Marsden Jacob) to undertake an independent review to seek to 

ensure that the Grains Research and Development Corporation (GRDC) has a structure that will 

deliver robust, accountable and commercial research, development and extension (RDE) 

outcomes to levy payers for years to come. The terms of reference for the review are shown in 

Box 1. 

Box 1: GRDC Structural Governance Review—Terms of reference 
 
Purpose: 
Seek to ensure GRDC has a governance structure that will deliver robust, accountable and 
commercial RDE outcomes to levy payers in a changing operating environment. 
Scope: 
Review the current structure of GRDC to identify the structural and cultural strengths and 
impediments to delivering on the RDE agenda that will enable world-class innovation in, and 
profitability of, the Australian grains industry, with particular examination of: 
1. The strengths and weaknesses of other RDC structures and other non RDC organisations; 
2. Whether potential changes to the PIERD and CAC Acts, or structural change, including but 

not limited to an industry owned company, are necessary to address impediments 
identified in (1); 

3. Assess whether alternate models have the potential to improve the RDE outcomes and 
profitability of the grains industry; and 

4. Identify costs associated with change, both transactional and operating impact. 

The Grains Research and Development Corporation 

The GRDC is a stable institution. It is respected among industry stakeholders, and elements of 

its operations are being adopted by other industry owned corporations (IOCs) and statutory 

research and development corporations (RDCs). 

Since the GRDC’s inception in 1990, its status as a statutory corporation established under an 

Act of Parliament has been a central feature of its operations. The statutory corporation model 

has provided a stable structure that enabled an effective partnership between growers and 

government that has leveraged grower funds and public money to produce better RDE than 

would otherwise have been possible. The stability of the organisational structure has also 

allowed the GRDC to mature. 

Should the structure be changed? 

In our view the statutory corporation model in its current form is not a durable option – the 

GRDC is continuing and needs the autonomy to continue to evolve as an institution in response 

to its changing operating environment. This review has identified two preferred structural 

governance options moving forward: 
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• A hybrid model — that draws valuable components of an IOC into the current statutory 

corporation structure; and or 

• An industry owned corporation (IOC). 

The case for change emerges from a combination of conditions that affect the accountability and 

autonomy of the GRDC. There is no single rationale to change the structural governance 

arrangements of the GRDC, but rather a combination of factors have emerged that make it 

prudent for the industry to embark on a process that rebalances accountabilities and increases 

the GRDC decision-making autonomy. 

This conclusion has been reached following careful consideration of the advantages and risks 

and detailed consultation. Notably, all of the recommended changes (under the hybrid model) 

are already in place for IOCs, and we argue that they should now also be accorded to the 

GRDC. 

The mix of reasons for changing governance arrangements can be broadly summarised as a 

desire to increase the organisation’s operational flexibility and autonomy, and sharpen the focus 

of its business activity to meet its strategic objectives. Changes proposed are also designed to 

retain an appropriate level of wider public accountability for the use of public monies. 

Set against the context of a rapidly changing operating and regulatory environment, the 

underlying specific drivers include a perceived need to: 

• internalise decision-making autonomy and rebalance accountability arrangements for 

industry and partners, 

• facilitate cultural change in the GRDC through greater Board autonomy over employment 

arrangements, 

• increase private-sector partnering and commercialisation,  

• improve the organisation’s ability to fill emerging gaps in the provision of RDE, and 

• address risks to the durability of the statutory corporation levy model. 

Accountabilities to stakeholders need rebalancing 

The long-term priority for the GRDC must be the best possible RDE for levy paying growers.  

Both industry and government have expressed desires for the GRDC to be adequately 

accountable to growers and taxpayers for its activities. Over time, as the organisation and the 

relationship between the stakeholders have matured, questions have arisen about the balance of 

accountabilities to the key parties. 

In the case of levy paying growers, feedback and submissions received through this review 

overwhelmingly favour arrangements that increase the Board and organisation’s accountability 

to levy payers and thus to improve RDE outcomes to them. This is seen as valuable because it 

will improve the alignment of grower and Board vision and research imperatives. Informal 

feedback has also acknowledged the value that this discipline has on improving the 

accountability of levy paying grower themselves to the GRDC— for example, increasing the 

maturity and considered communication that comes through transparent engagement and better 

aligning the expectations of growers with realities of RDE provision.  
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Unfortunately, at the same time, various changes to Australian Government accountability 

frameworks and guidelines are drawing the GRDC closer to government and distancing the 

organisation from levy playing growers. For instance, the changes to the legislation mean that: 

• industry control of Board selection processes has been reduced; and 

• reporting and compliance has increased. Statutory RDCs are required to develop funding 

agreements with the Australian Government (this is already a requirement of IOCs). 

The changes also establish or reinforce bureaucratic custom and practice that will generally 

make the GRDC more ‘government like’ and less able to respond in an agile and commercial 

manner to growers’ needs without additional cost and organisational effort (see Section 3 and 

Appendices B and C). 

Agility and commerciality is central 

The strong feedback from levy paying growers is that the GRDC needs to continuously improve 

the delivery of RDE to levy payers. There are mixed views on the extent to which structural 

governance changes are required for this to occur. 

What is clear is that changes in the operating environment of the industry, including the RDE 

sector, are increasing the need for the GRDC as an institution to be more readily able to 

efficiently and effectively deliver RDE alongside and in partnership with the private sector. To 

continuously improve RDE outcomes for growers, an agile and commercially orientated GRDC 

is required: 

• Agility is the ability to continuously adapt and thrive in a world marked by rapid change in 

technology, regulation, markets and competitive pressures. 

• Commercial orientated is the ability to have the business acumen, resources and flexibility 

at the organisation’s disposal to find the RDE outcomes that yield the best return for 

growers.  

However, it is also clear that the stability and good standing of the GRDC must be preserved, 

and that changes to improve its agility and commercial orientation should be made without 

diminishing good governance, or creating unmanageable institutional risks, or eroding the good 

reputation of the GRDC. 

Nonetheless, based on the formal and informal submissions received for this review any failure 

to improve in these areas could create long-term institutional risks in the form of poorer 

performance and grower disaffection (see stakeholder feedback in Appendix A). 

A number of key impediments now exist 

This review has highlighted that there are a number of key and material impediments to Board 

decision making under arrangements now in place for statutory corporations, including a lack of 

autonomy over: 

• use of financial reserves — GRDC revenue is variable while at times large lumpy RDE 

investments are required and the flexibility to draw on reserves is highly desirable for future 

agile and commercial performance. The GRDC does not have autonomy over accessing 

reserves as approvals from government are required to operate a deficit budget. It is also 

understood that a deficit budget can have flow through impacts on workforce matters that 
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can affect recruitment and employment conditions, which can create a further disincentive 

to their efficient use. 

• labour market arrangements — the GRDC is bound by a public service enterprise agreement 

that limits the ability of the Board to attract, pay and retain commercially relevant skills and 

expertise of GRDC staff. 

• establishing new commercial subsidiaries — the GDRC is likely to be constrained in 

establishing new commercial subsidiaries. Additional requirements to seek pre-approval and 

table proposals to open or close in both Houses of Parliament will affect agility. 

Furthermore, feedback from some private sector research providers has revealed that if they 

are more than 50 per cent government owned this limits their ability to realise R&D tax 

incentives.  Instead, the incentives must be accrued until the organisation makes a profit 

which can take several years for a research start-up. 

It must be noted that these impediments could be tackled through ‘workarounds’ in order to 

achieve desired RDE organisational outcomes. However, we believe the first preference should 

be for the GRDC to have a governance structure that avoids these impediments in the first place. 

Seeking out second best outcomes can create undesirable risks, may involve temporary fixed 

that need a lasting solution, and will take up organisational effort and resources that should 

otherwise be directed at RDE activity.  

While new arrangements curtail aspects of commercial autonomy the new arrangements also 

impact on accountability to growers. However, as discussed below there are relatively simple 

ways for the GRDC to begin to rebalance this accountability. 

Hybrid arrangements should be pursued in the interim 

While some stakeholders favour an immediate transition to an IOC to address accountability 

and decision making autonomy concerns, we believe this would be unwise. There are 

insufficient prerequisite institutional settings (in particular an industry agreed RDE vision and 

strategy, membership and Board arrangements) in place to transition immediately.  

Stakeholder feedback and the IOCs that we consulted for this report are united on this point. 

The organisation needs an industry-developed RDE vision and strategy that identifies the ‘true 

north’ on RDE and clearly separates service from representative functions. Without this, it is not 

possible to avoid or manage groupings of growers from exerting undue influence on the 

decision-making of the Board (sometimes referred to by stakeholders as politicisation or 

factionalisation).  

As a result, at this time a hybrid model (a continuance of the statutory corporation but drawing 

in some of the beneficial features of the IOC model) should be pursued.  

To progress the development of the hybrid model, a number of changes can be made to improve 

the GRDC’s operating environment and ultimately ease any potential transition to an IOC, 

including: 

 establishing a levy-payer database to voluntarily clarify membership accountability. 

 holding regional annual general meetings, as provided for (but not mandatory) under the 

current legislation. These meetings will facilitate more personal engagement and improve 

accountability (both of the Board and levy paying growers) to the decisions of the GRDC. 

 seeking exemptions and delegations from government for a range of decision-making 

authorisations. 



 

Page 12 
 

Indeed, stakeholder consultation has revealed that the hybrid (statutory corporation) model 

provides a less risky and therefore ‘safer environment’ for the delivery of RDE while the 

industry explores and resolves some challenging aspects of IOC design, e.g. agreeing an 

industry vision and strategy, membership, voting right and Board selection processes. 

To improve the GRDC’s autonomy, and thus its effectiveness and efficiency, the grains industry 

and Board should approach government to identify ways to maintain an appropriate level of 

accountability while removing unnecessarily ‘red tape’ that is not placed on industry owned 

corporations.  

These changes could also help progress towards the implementation of an IOC model for the 

GRDC, by establishing some of the key checks and balances that are important to enable the 

effective management of factional influences.  

In all RDCs it is reasonable to expect sectional (or factional) interests at various scales to 

emerge from time to time. However, in robust and durable institutions there are a variety of 

checks and balances that enable these interests to be managed so that decision-making by a 

skilled based Board decision-making is not unduly influenced by these factions.  

For further information see Sections 3 and 5. 

An industry-owned corporation is preferred in the long run 

Ultimately the analysis in this review points to an IOC being best placed in the long run to: 

 be sufficiently agile and commercially oriented to align with growers’ needs, and 

 continue to be adequately accountable to key stakeholders. An IOC is, by definition, more 

closely accountable to growers and more at ‘arm’s length’ from government. 

An IOC may also help the GRDC to work more closely with private-sector RDE providers, or at 

least it won’t be more prohibitive than the current structural form.  

An IOC model does not, however, remove nor significantly diminish accountability to 

government. The primary vehicle for accountability would remain through statutory funding 

agreements. Recent changes to statutory funding arrangements for IOCs are also increasing their 

accountability back to government. However, the change to an IOC would embed autonomy 

over fundamental issues, namely financial management and employment.  

The preferred IOC structural form is a public company limited by guarantee. Analysis in later 

chapters (see Sections 4 and 5) compares this arrangement with alternatives structure (such as a 

public company limited by shares) and finds that the form is most resilient to long-term changes 

in industry composition and helps to ‘future proof’ the organisation against privatisation or the 

realisation of GRDC assets through the sale of shares. 

At this time there is mixed support for the adoption of an IOC structure. Four (4) submissions 

called for the GRDC to be transitioned to an IOC: Western Australian Farmers; WA Grains 

Group; Department of Agriculture and Food Western Australia; and AgForce Queensland. 

At this point other stakeholders feel there is insufficient evidence on the merit of moving to an 

IOC. The hybrid model (statutory corporation model with modifications) provides a real options 

value to the industry to either pursue or close off an IOC. Over time more can be learnt about 

whether the hybrid model brings sufficient change to the GRDC and how it does business, and 

more can be learnt and understood about ability of the industry to establish the necessary 

prerequisites for an IOC.  
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1. Introduction 

1.1 Terms of reference 

A representative group of grains industry levy payers commissioned a review to seek to ensure 

that the Grains Research and Development Corporation (GRDC) has a structure that will deliver 

robust, accountable and commercial research, development and extension (RDE) outcomes to 

levy payers for years to come. The terms of reference for the review are shown in Box 1. 

On 13 February 2014, the Grain Producers Association and the GRDC announced the 

appointment of independent consultant Marsden Jacob to review the governance (legal) 

structure of the GRDC. 

Box 1: GRDC Structural Governance Review—Terms of reference 
 
Purpose: 
Seek to ensure GRDC has a governance structure that will deliver robust, accountable and 
commercial RDE outcomes to levy payers in a changing operating environment. 
Scope: 
Review the current structure of GRDC to identify the structural and cultural strengths and 
impediments to delivering on the RDE agenda that will enable world-class innovation in, and 
profitability of, the Australian grains industry, with particular examination of: 
5. The strengths and weaknesses of other RDC structures and other non RDC organisations; 
6. Whether potential changes to the PIERD and CAC Acts, or structural change, including but 

not limited to an industry owned company, are necessary to address impediments 
identified in (1); 

7. Assess whether alternate models have the potential to improve the RDE outcomes and 
profitability of the grains industry; and 

8. Identify costs associated with change, both transactional and operating impact. 

 

The review is being undertaken in cooperation with the GRDC Board recognising that an 

independent review must be at arm’s length from existing governance institutions. It is being 

overseen by a steering committee comprising representatives from key grains industry 

organisations. The steering committee membership comprises: 

• Terry Enright – Chair, 

• Mark Collins, Victorian Farmers Federation, 

• Arthur Gearon, AgForce Queensland, 

• Ian MacKinnon, Tasmanian Farmers and Graziers Association, 

• Kamani Krishnan, Grain Growers Ltd, 

• Mark McKay, NSW Farmers Association, 

• Amanda Milton, WA Grains Group, 
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• Jamie Smith, South Australian Grain Grower, 

• Duncan Young, Western Australian Farmers Federation, 

• Grain Producers Australia: Andrew Weidemann, Andrew Earle,  

• GRDC Board representatives: Kim Halbert, Sharon Starick and John Woods (observers at 

respective meetings). 

This review is strategic. It has considered the strengths and weaknesses of current and 

alternative legal structures, and identifying and weighing the benefits and costs (including risks) 

of both no change and change alternatives. The review has not considered the GRDC’s 

operational efficiency or effectiveness as this was out-of-scope (see below).  

Table 1 shows the in-scope and out-of-scope issues for the review. Among the issues that are 

out-of-scope are: 

 operational efficiency of the GRDC, 

 new organisational functions, and 

 statutory funding arrangements. 

Table 2:  Within-scope and out-of-scope issues 

In scope 

Governance structures, such as: 

 statutory authority 

 company, etc. 

Strategic setting of the industry: 

 domestic and international RDE trends 

 commercialisation and partnerships 

Benefits and upside risks of change to structural arrangements (transition and long-term) 

Costs and downside risks of change to structural arrangements (transition and long-term) 

Out of scope 

Statutory funding arrangements, such as the statutory grower levy 

New organisational functions, such as grains marketing 

Operational matters: 

 decision-making processes and tools 

 national and Regional Panel design and operation 

Source: Review terms of reference, 2013 
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1.2 Methodology 

The methodology was tailored to meet the specific circumstances and requirements of the 

review steering committee. The review project was divided into five phases (Figure 1). This 

report is the final review output. 

Figure 1: Review phases 

 

Source: Marsden Jacob Associates, 2014 

In undertaking this review, Marsden Jacob is committed to independence and inclusion, and has 

acted as an honest broker in testing current and alternative structures. Our consultative approach 

is dispassionate and neutral. 

1.3 Stakeholder consultation 

The findings in this report were informed by both targeted stakeholder consultation and a public 

call for submissions. In accordance with our contract with the steering committee, Marsden 

Jacob is using a multifaceted and phased consultation approach. 

Phase 1, 2 and 3 consultation 

In Phases 1, 2 and 3 of the review, we undertook targeted consultation with: 

• grains sector stakeholders, 

• industry researchers and thought leaders, 

• GRDC executive and Board members (past and present), 

• GRDC Regional Panel chairs, and 
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Consulted with: 
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GRDC  

- other IOCs 

- thought leaders. 

3. Draft report (May–Jun 2014) 

Develop draft report. 

Workshop draft report 
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4. Broad consultation (Jun-Jul 2014) 

Publish the draft 
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- private-sector 
research providers  

- research institutions.  

5. Recommendations 
(Jul 2014) 

Release final report 
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• industry-owned corporations (Dairy Australia, Meat & Livestock Australia and LiveCorp). 

We limited consultation in these phases, as it was agreed that levy payers and the broader grains 

sector needed a detailed draft report to inform their thinking about the best structural form for 

the organisation. 

The consultation in these phases was guided by a review Issues Paper, which was publicly 

available on the Marsden Jacob website. The paper gave the context for the review and posed a 

series of key questions to guide submissions and consultation. 

Submissions on the issues paper opened on 7 April 2014 and closed on 9 May 2014. The call for 

submissions was publicised in the rural press, promoted by steering committee members and 

promoted on the GRDC website. 

Seven formal submissions and a number of informal submissions were received. The formal 

submissions were from: 

• Tasmanian Farmers and Graziers Association 

• Mr Warren Hunt 

• Composite Group 

• AgForce: Grains 

• Victorian Farmers Federation: Grains Group 

• WA Grains Group 

• NSW Farmers. 

Phase 4 consultation 

In Phase 4, we consulted stakeholders more broadly on the findings presented in the Draft 

Consultation Report. The call for submissions on the Draft Consultation Report was publicly 

released on 24 June 2014 and closed on 21 July 2014. 

In addition to the call for submissions, Marsden Jacob held a broader series of targeted 

conversations with key stakeholders to identify and explore issues that emerged in the analysis 

undertaken to inform the Draft Consultation Report. 

In Phase 4 we met with: 

• state farmer organisations from across Australia, 

• government representatives, 

• grains industry bodies, 

• private research providers, 

• public sector research institutes, and 

• the GRDC Board and senior executive. 

http://www.marsdenjacob.com.au/cms/index.php?option=com_content&task=view&id=267
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The conversations focused on identifying and exploring key sensitivities that could emerge, and 

confirm the constraints under status quo and change alternatives. 

The informal and formal stakeholder feedback is summarised in Appendix A. The following key 

points emerge from the formal and informal submissions: 

1. All stakeholders agree that the GRDC is operating in an increasingly dynamic RDE 

environment with substantial domestic and international changes in the grains industry. 

2. All submissions, from organisations representing levy payers, called for enhanced 

accountability to levy payers. 

3. There is general consensus that the GRDC needs to be a commercial agile organisation to 

help the grains industry meet future challenges. Employment and financial management 

autonomy were identified in the majority of submissions as being critical. 

4. Opinion is split on the preferred structural form of the GRDC: 

o Four (4) submissions called for the GRDC to be transitioned to an IOC: Western 

Australian Farmers; WA Grains Group; Department of Agriculture and Food 

Western Australia; and AgForce Queensland. 

o Four (4) submissions called for the adoption of the hybrid model: NSW Farmers' 

Association; Grain Growers Limited; Pastoralists & Graziers Association of 

Western Australia; and Grain Producers SA. 

5. There is general consensus that the industry needs to develop a grains industry agreed RDE 

vision and strategy. 

6. There is general consensus that the GRDC must have a skills based Board, but some 

stakeholders believe there should also be representative (grower and/or regional) Board 

members. 

A number of the issues raised by stakeholders were outside the scope of this review, as they 

relate to: 

 statutory funding arrangements (such as the statutory grower levy), 

 new organisational functions (such as grains marketing), 

 operational matters (decision-making processes and tools, and national and Regional Panel 

design and operation), and 

 design of representative arrangements for grower input into GRDC decision-making. 

Those matters are not considered in this report, but the feedback has been passed on to the 

review Steering Committee and the GRDC. 

1.4 Report structure 

The remainder of this report is structured as follows. 

Chapter 2: Recent developments and outlook. The international and domestic contexts for the 

grains sector and grains RDE are changing and evolving rapidly. This chapter outlines key high-

level developments and discusses potential future developments that have important 

implications for the GRDC. 
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Chapter 3: Status quo model. This chapter discusses the strengths and weaknesses of the status 

quo (the statutory corporation model). 

Chapter 4: Industry-owned corporation models. This chapter explores governance structures 

and discusses their strengths and weaknesses. 

Chapter 5: How do the models compare? This chapter compares the ability of the status quo 

model and the preferred alternative models to support the development of an agile and 

commercially oriented GRDC. It also identifies the benefits and costs associated with the status 

quo and preferred alternative model. 
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2. Recent developments and outlook 

Australia’s grains industry produces about 35 million tonnes of grain each year (subject to 

seasonal variation), grown across an area of about 20 million hectares. The industry has an 

annual gross value of production of more than $9 billion, of which 45% (about $4 billion) is 

exported. Grain production also underpins Australia’s growing food processing sector, including 

the milling, malting and brewing industries (which have annual gross revenue of more than 

$6.6 billion) and the feed compounding industry that services Australia’s $14.6 billon intensive 

animal production sector (beef, dairy, pork and poultry).
1
 

Internationally and domestically, the grains sector is changing at a rate that far outstrips 

previous predictions. This rapid rate of change is a reflection of a complex array of 

interweaving, reinforcing and counterbalancing influences. 

As a consequence, the operating environment for the GRDC is changing rapidly, and to 

continuously improve RDE outcomes for growers, an agile and commercially orientated GRDC 

is required: 

 Agility is the ability to continuously adapt and thrive in a world marked by rapid change in 

technology, regulation, markets and competitive pressures. 

 Commercial orientated is the ability to have the business acumen, resources and flexibility 

at the organisation’s disposal to find the RDE outcomes that yield the best returns for 

growers. 

In this section, we consider recent developments and the outlook for grains sector participants 

and RDE providers at international and domestic scales. 

2.1 International 

The Australian grains sector is increasingly influenced by developments in international markets 

because grains markets are becoming more global, developing countries are increasing their 

demand for and production of grain products, and average prices are expected to be relatively 

flat in real terms over the next decade compared with the previous decade. 

The Grains Industry National RDE Strategy (2011), OECD–FAO Agricultural outlook 2013–

2022
2
 and stakeholder feedback identifies the key international developments and their potential 

impacts on Australia’s grains industry to be the following. 

Global supply and demand  

Deregulation in both the purchase and supply of agricultural products—there has been a major 

change during the past 15 years from ‘single desk’ buyers to multiple buyers (for example, 

through significantly increased container trade/markets), and from government-backed statutory 

                                                           
1 Primary Industries Standing Committee (2011), Grains Industry: National Research, Development and Extension 

Strategy, www.grdc.com.au/uploads/documents/Grains_Industry_National_RDE_Strategy.pdf (20 May 2014) 

2 OECD–FAO, Agricultural outlook 2013–2022, www.oecd.org/site/oecd-faoagriculturaloutlook/highlights-2013-

EN.pdf (21 May 2014). 

http://www.grdc.com.au/uploads/documents/Grains_Industry_National_RDE_Strategy.pdf
http://www.oecd.org/site/oecd-faoagriculturaloutlook/highlights-2013-EN.pdf
http://www.oecd.org/site/oecd-faoagriculturaloutlook/highlights-2013-EN.pdf
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marketing bodies to a free market (for example, more than 26 wheat export licences have been 

issued). 

Developing countries will increase output with higher production growth expected from 

emerging economies that have invested in their agricultural sectors and where existing 

technologies offer good potential for closing the yield gap with the advanced economies, 

although yield/supply variability may be higher. The share of production from developing 

countries continues is already increasing and is expected to increase into the future. 

Figure 2: World Wheat Exports 

 

Source: CBH Group, 2014, Response to the Agricultural Competitiveness Issues Paper 

As illustrated in Figure 2, this is already leading to intensifying global competition. The Black 

Sea countries (such as Ukraine) and, potentially, South American countries are emerging as 

major grain exporters. Grains industry stakeholders commented that during 2008–09, some 

traditional Australian markets in Asia sourced grain from the Black Sea region for 

AUD$90/tonne less than the Australian equivalent.  

Decreasing land available for grains production because of degradation and urbanisation, will 

lead to slower production growth: Global agricultural production for commodities covered in 

the OECD outlook projects growth of 1.5% annually, on average, compared to 2.1% in the 

previous decade. This slower growth is expected for all crop sectors and livestock production. 

These trends reflect rising costs, growing resource constraints, and increasing environmental 

pressures, which are expected to inhibit supply response in virtually all regions. 

Consolidation and new markets 

There is increased globalisation and consolidation of the grains industry supply and value 

chains. 
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There are changing influences on international grain markets, due to changing policy positions 

on biofuels which are moving production and consumption away from human or animal 

consumption. 

Regulation 

There is increasing regulatory and customer requirements in international markets, including for 

low chemical residues, traceability, carbon footprints and unintended GM presence.  

Prices 

The OECD-FAO report that short term price adjustments are anticipated because commodity 

prices are currently high by historical standards. In the first years of the 2013–14 outlook, crop 

and livestock prices are expected to diverge, reflecting different supply situations. Most crop 

prices are projected to fall in response to a rebound in production. 

Prices may firm over the medium term: Rising prices for crop products are projected over the 

coming decade due to a combination of slower production growth, stronger demand, including 

for biofuels, and a supportive macroeconomic environment. Noting that inflation-adjusted prices 

remain high: Over the next decade, average prices for the crop complex (cereals, oilseeds, sugar 

and cotton) are expected to be relatively flat in real terms compared with the previous decade, 

which included several years of record high prices from 2007. 

Outlook is uncertain 

There is likely to be ongoing price volatility as a result of a variety of factors, including 

production shortfalls, climatic events and trade interruptions. As long as food stocks in major 

producing and consuming countries remain low, the risk of price volatility is amplified. The 

OECD recently commented that a widespread drought, such as the droughts in 2012 in the 

United States and the Commonwealth of Independent States countries, on top of low stocks, 

could raise crop prices by 15%–40%. 

2.2 Australian grains growers 

The grains sector is evolving more rapidly than was previously anticipated. Rapid change is 

occurring across the full length of the supply chain. Among Australian growers, the following 

factors are evident. 

The rate of farm consolidation continues to outstrip all forecasts. In 2004, the Grains Council of 

Australia and the GRDC developed the Towards a Single Vision industry strategy,
3
 which 

forecast that the number of growers was unlikely to fall below 30,000 by 2025. By 2013, the 

number of grain growers was estimated to be 21,000, and the rate of consolidation has been 

accelerating over the past decade. Consultations for this review confirmed that the rate of 

consolidation has been accelerating over the last decade and farms are expected to continue to 

become larger and more business-focused. 

One of the drivers of this consolidation is increased corporate involvement in grain production. 

Corporate involvement is being driven by both capital gain opportunities and the expectation of 

productivity growth. It also reflects the consolidation that is occurring across the broader grains 

sector supply chain. 

                                                           
3 GRDC and GCA (2004), Towards a SINGLE VISION For the Australian Grains Industry 2005–2025. 
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Stakeholders commented that growers’ approach to grain marketing has changed since 

marketing was deregulation in 2008. There is now widespread use of price risk management 

tools, on-farm storage, and direct marketing, both locally and internationally. 

With consolidation, the farm ownership profile is also changing. The average age of grain 

growers is 57 years, but a younger, proactive generation of farmers is emerging, with a more 

global orientation to both science and marketing. Nevertheless, shortages of skilled labour 

remain a problem for the grains industry and drive investment in labour-saving machinery and 

technology. 

Lastly we note that there is a continued emergence of grower groups pursuing self-managed 

RDE, with growers’ own innovations (for example, in machinery modification and silo design) 

continuing to contribute to improved productivity and efficiency. 

2.3 Australian grains sector 

Based on stakeholder consultation and desktop review of information sources we note that the 

major developments in the Australian grains sector (as a whole) are as follows
4
: 

 Processing, human consumption and livestock feed markets are growing rapidly. More than 

50% of grain produced on Australia’s eastern seaBoard (north-eastern and south-eastern 

regions) is now consumed domestically, including up to 90% in years when livestock feed is 

in short supply. 

 In contrast, the western region and south-western South Australia are the industry’s major 

grains exporters. 

 Consolidation across the grains industry supply chain has led to a reduction in the number 

of large grain accumulators and traders. 

 Vertical and horizontal integration have increased; examples include CBH and GrainCorp’s 

forward integration in flour milling, and Viterra (and subsequently Glencore) and 

GrainCorp in barley malting. 

 Overseas interest, ownership and investment in the grains industry supply chain have 

increased; recent examples are Glencore’s acquisition of Viterra’s (which in 2009 acquired 

ABB), the acquisition of AWB by Cargill, the purchase of grain infrastructure facilities by 

Sumitomo/Emerald and Archer Daniels Midland’s recent attempt to takeover GrainCorp. 

 Deregulation of the bulk wheat export market has enabled the entry of international grain 

traders and the expansion of local traders. 

 There has been continued rationalisation of suppliers of the major grain production inputs 

(fertilisers and chemicals) and matching rationalisation in rural distribution. 

2.4 Australian RDE 

Where Australia’s RDE activity is concerned, key developments include: 

                                                           
4 Primary Industries Standing Committee (2011), Grains Industry: National Research, Development and Extension 

Strategy, www.grdc.com.au/uploads/documents/Grains_Industry_National_RDE_Strategy.pdf (20 May 2014). 

http://www.grdc.com.au/uploads/documents/Grains_Industry_National_RDE_Strategy.pdf
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 State governments are reducing expenditure and resourcing of RDE. The Australian Farm 

Institute recently identified that “while difficult to quantify in absolute terms, there is 

reasonable evidence that Australian Government research and development (R&D) agencies 

such as the CSIRO have reduced the real level of resources available for agriculture-related 

research and development”. Over the period 2007-12 there was a “22% decrease in the 

number of (public sector) personnel involved in grains extension”
5
. 

 Private-sector research, particularly in an international context, dwarfs the GRDC research 

budget. International grains research is led by some very large corporate and cooperative 

businesses, such as Monsanto, DuPont (Pioneer), BASF, Bayer, Syngenta and Limagrain. 

These companies are estimated to earn over US$20 billion annually. 

 Private-sector extension work is increasing, but it is increasingly difficult to attract suitably 

qualified personnel because the withdrawal of state governments means there is a lack of 

training ground and career path for specialist extension providers. 

 Governments increasingly want to have a say in how funds are being spent. They are 

encouraging cross-industry analysis and alignment with ‘whole-of-government’ objectives. 

 There is a general trend in government towards best practice regulatory and structural 

arrangements, including a focus on transparency and accountability in decision-making. 

 Changes to government objectives and funding arrangements are affecting RDE over the 

longer term. 

 Many universities are down-scaling their investment in high-cost courses, unfortunately one 

such course is agricultural science. This may impact on Australia’s potential to provide high 

quality RDE into the future. 

2.5 Implications for the GRDC 

These recent developments and outlook confirm that the future structure of the GRDC needs to 

facilitate the delivery of high quality RDE in the context of rapidly changing international and 

domestic operating environments. In particular, consultations for this report confirmed that the 

structural model of the GRDC needs to be able to: 

• react and respond efficiently to emerging market developments, while also maintaining a 

balanced portfolio of research, 

• effectively engage with international and domestic private-sector providers of research and 

extension, 

• support private-sector extension providers by filling the gap in ‘development’ that has 

resulted from the withdrawal of state governments from RDE, and 

• support the development of private-sector extension, or even provide extension services, to 

ensure that GRDC research is communicated to grain growers.  

                                                           
5  Australian Farm Institute (2013) Optimising future extension systems in the Australian grains industry 
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3. The status quo model 

The GRDC was founded as a statutory corporation in 1990 to assist the Australian grains 

industry to
6
: 

• increase economic, environmental and social benefits to members of primary industries and 

to the community in general by improving the production, processing, storage, transport or 

marketing of grain, 

• achieve sustainable use and management of natural resources, 

• make more effective use of the resources and skills of the community in general and the 

scientific community in particular, and 

• improve accountability for expenditure on R&D activities. 

As a Commonwealth statutory authority the GRDC was founded under: 

• the Primary Industries and Energy Research and Development Act 1989 (the PIERD Act), 

which sets out the powers, functions and key operations of the research and development 

corporations (RDCs
7
) that are statutory authorities, and 

• the Grains Research and Development Corporation Regulations 1990, which define the 

levies attached to the GRDC. 

The functions of the GRDC under this legislation encompass RDE and commercialisation. The 

legislation states that GRDC is to coordinate or fund R&D; monitor, evaluate and report on the 

impact of R&D on the grains industry and the wider community; and facilitate the 

dissemination, adoption and commercialisation of the results of R&D.  

To be clear, the GRDC does not undertake R&D, but instead relies on and invests in other 

organisations that have the necessary capabilities to under RDE. As an investor in RDE, the 

GRDC often partners with co-funding organisations, many of which also provide RDE services. 

Until recently, the GRDC was subject to the Commonwealth Authorities and Companies Act 

1997 (the CAC Act) and the PIERD Act. The CAC Act sets out the corporate governance, 

financial management and reporting requirements for Commonwealth entities, which are in 

addition to the requirements of their enabling legislation. 

The Australian Government has recently amended the PIERD Act so that it is now the PIRD 

Act (Primary Industry Research and Development Act 1989), and has replaced the CAC Act 

with the Public Governance, Performance and Accountability Act 2013 (PGPA Act). 

These regulatory instruments, and changes to them, have significant implications for the 

GRDC’s operating environment, so they are a key consideration in this review. The main 

provisions and changes that result from the PIRD Act and the PGPA Act are set out in 

Appendices B and C of this report and are also discussed following. 

                                                           
6 GRDC Strategic Research and Development Plan 2012–17, strategicplan2012.grdc.com.au/the_grdc/the_grdc.html. 

7 There are currently five statutory RDCs: the GRDC; the Cotton RDC; the Fisheries RDC; the Grape and Wine RDC 

and the Rural Industries RDC. 

http://www.strategicplan2012.grdc.com.au/the_grdc/the_grdc.html
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3.1 Strengths 

Our analysis and discussions with stakeholders identified a number of strengths of the current 

statutory corporation model. 

The operation of GRDC under this model has resulted in significant benefits for the industry 

since the organisation’s inception in 1990. 

The stability of the statutory corporation structure has enabled an effective partnership in RDE 

between the government and industry to grow and mature. Universally participants noted that it 

is difficult to imagine that a co-founded grains RDE organisation could have taken any other 

form at that time. 

The GRDC is respected 

The successes of the GRDC in providing a stable investment environment, leveraging 

significant grower and public money for RDE and producing positive RDE outcomes have 

meant that the organisation is generally well regarded by the grain industry and highly respected 

in the wider RDE community. 

The consultation revealed that some features of the GRDC model are being considered and/or 

adopted by other RDE providers. In particular, the Regional Panels are viewed as beneficial 

reference points for levy-payer input to identifying grassroots needs for RDE, and effectively 

influencing the design and delivery of RDE programs. To complement a number of their 

existing accountability arrangements to levy payers, some IOCs in other agricultural industries 

have adopted aspects of the design of the GRDC’s Regional Panels. 

Methods and practices are reasonably effective at engaging with growers 

By definition, a statutory corporation is more at ‘arm’s length’ from growers than an IOC.  

The general governance of a statutory corporation requires that the organisation is ultimately 

more accountable to the responsible government Ministers than to growers, because the Board is 

appointed by the Minister for Agriculture. As a result, our consultation has confirmed that the 

organisation is generally seen as a governmental body. Furthermore, we understand that while 

levies may be tax deductible because they are collected by the Australian Government they are 

viewed as public monies rather than private contributions of growers to a grower grants body.  

Not surprising, there was a general perception among many of those interviewed (including levy 

payers, industry bodies, private and public sector research providers) for this report that the 

GRDC has quite a ‘government-like’ and ‘bureaucratic’ culture. There was a view that the 

organisation carries out its business in a government-like way having developed values, 

customs, practices and general operating procedures similar to those of a public service entity.  

One challenge for such an institution is how it maintains an effective connection to its key non-

government stakeholders, namely levy-paying growers. The feedback from consultations is that 

the GRDC uses reasonably effective methods and practices for engaging with growers, 

however, they could be improved. 

Currently we understand that grower representation on the Board is a foundational way this 

balance of accountability (between levy payer and government stakeholders) is sought to be 

achieved. Currently the GRDC has four Board members who are growers, including the Chair. 
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The Act requires Board members be appointed on the basis of their skills; that is, it focuses on 

the identification of skills rather than the identification of stakeholder representation. However, 

we note that custom and practice has been for growers to occupy a majority of Board positions. 

A skills-based Board is a preferred component of any structural model, and we note that 

discussions with government representatives have confirmed that a skills-based Board is a 

foundational prerequisite for government co-funding. However, we note that in the constitutions 

of some IOCs, such as Dairy Australia, the requirement has been nuanced to specify the number 

of producers (actively engaged in the agricultural activity) required on the Board and that the 

chair be a producer. There are interesting lessons in these developments that could apply to the 

GRDC. 

Accountability to growers is also achieved through its Regional Panels. The GRDC has a three-

region grower network linked to its Regional Panels that is used to inform the design and 

delivery of the organisation’s RDE portfolio. These are supported by a series of Regional 

Cropping Solution Networks within each region. The Regional Panels and Regional Cropping 

Solution Networks are an important and valued conduit for improving the GRDC’s awareness 

of growers’ issues and future RDE needs. However, we have noted concern among some GRDC 

levy-payers about the effectiveness of the panels and networks, and they have expressed a desire 

to see increased accountability to members. 

The statutory corporation model has robust governance and accountabilities 

There is a general recognition that the GRDC’s accountability to government has created 

significant benefits for growers. As a funding partner and stakeholder, the Australian 

Government has required adherence to a range of accountability standards that, while similar to 

those in the private sector, result in robust checks and balances. 

We note that, in general, there is greater prescriptiveness and risk aversion in public sector 

governance legislation than in the Corporations Act 2001. Consequently, internal procedures 

and practices to ensure alignment with the legislation create stronger checks and balances than 

might occur under an IOC model. 

As a consequence, one general observation of many of those interviewed was that they believe 

that the statutory corporation structure has meant that, over time, the GRDC has developed 

stepwise, hierarchical decision-making processes that tend to slow decision-making and 

increase the prescriptiveness of RDE project design and management. Some stakeholders value 

this additional care and caution, while others see it as unnecessarily burdensome and risk averse. 

For instance, some research providers interviewed for this project commented that the GRDC’s 

research due diligence takes considerably longer than is the case for private sector funding 

sources. 

Accountability to government is transparent. Annual reporting is to the responsible Minister and 

the report is publicly lodged through the parliamentary reporting. The GRDC is also scrutinised 

by the Senate Estimates Committee and is held publicly accountable through that process for its 

decisions and forward plans. Importantly, these arrangements are generally no different per se 

than those for an IOC under a statutory funding agreement. 

However, compared with IOCs, the GRDC appears to be more routinely engaged in day-to-day 

approvals and negotiations with the government and bureaucracy that are becoming less 

transparent to levy payers and incrementally more onerous. Another important difference is that, 

while the PIRD Act does not require that the Board conduct an annual general meeting it is 

permitted, but none has been held. This appears to reflect perceived costs, benefits and the 

absence of a requirement. 
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Statutory corporation model has reduced the politicisation risks 

The accountability of the Board to growers through the Minister for Agriculture and Minister 

for Finance; the Board appointment process; and skills-based Board limit the risk of 

politicisation of RDE decision-making. 

The relatively more onerous accountability practices of a statutory corporation provide 

transparency for decision-making involving the public good, and there is less incentive for the 

Board to favour narrow private interests among growers, reducing politicisation risks. 

However, that is not to say that the statutory corporation model is without risk of politicisation. 

A number of stakeholders commented that a statutory corporation is highly exposed to political 

risk. They commented that the GRDC is not immune to sectional interests exerting undue 

influence. To illustrate this they pointed out that a number of statutory corporation models have 

experienced factional issues, which in limited cases has resulted in their closure. 

3.2 Weaknesses 

Our analysis and discussions identified a number of weaknesses in the statutory corporation 

model. Some are ‘flip-sides’ of its strengths, while others are beginning to emerge from changes 

to the industry and RDE operating environment and reforms that are being made to government 

legislative arrangements. 

A statutory corporation is by definition more at ‘arm’s length’ from growers 

Because of the accountabilities prescribed under the PIRD Act and PGPA Act (see Appendices 

B and C), the GRDC statutory corporation model is at arm’s length from levy paying growers. 

This makes it more challenging for the GRDC to establish processes and methods to engage 

with growers and reflect their views appropriately in decision-making. 

Some of the GRDC’s consultation mechanisms are specified in the legislation, including liaising 

with the representative organisation (Grain Producers Australia). The GRDC consults Grain 

Producers Australia as the representative organisation, and it also consults more widely in order 

to capture the spectrum of views across a widely diverse industry. For instance, the GRDC 

operates or participates in a number of consultative bodies, including the Regional Panels that 

advise on the RDE portfolio. We note there are also a number of organisations that seek to 

influence the decision-making of the GRDC beyond the representative organisation. 

However, an underlying difficulty for the GRDC remains consulting grower levy payers and 

balancing their representation. Numerous submissions to this review identified that this results 

from the GRDC’s inability to precisely identify all grower levy payers at key points in time. 

The GRDC cannot directly identify levy payers because levies are pooled and paid in lump 

sums by grain supply chain intermediaries. To address this gap, the GRDC has developed a 

database of growers that is believed to align reasonably well to levy-paying growers. The 

database is used to aid communication to growers through magazine publications and on-ground 

practice-change activities.  

There was consensus across the formal and inform submissions received that establishing a 

voluntary levy payers database is a high priority. For instance, a number of levy payers 

commented that the database is at best a “catch all” for the grains industry. To illustrate their 

point, they commented that many of them receive several copies of Groundcover, GRDC 

flagship publication. Not only does this cost the organisation money, but is was seen to 

highlight the deficiencies in the current database.  



 

Page 28 
 

Because the GRDC is at arm’s length from the grains industry, we note that the GRDC does not 

have an industry owned RDE vision and strategy, per se. Discussions with stakeholders 

confirmed that the National Grain Industry RD&E Strategy was initiated by all Australian 

governments through the (former) Primary Industries Ministerial Council and developed 

through a steering committee of GRDC partners, comprising government, academic, industry 

and GRDC representation. The strategy was not placed within the context of an agreed industry 

‘vision’ and ‘policy direction’ in the way the beef industry’s memorandum of understanding 

does for Meat & Livestock Australia or the Australian Dairy Industry Council does for Dairy 

Australia (this is discussed further in section 3.4). 

As with the database, the consensus view across stakeholder submissions is that an industry 

developed RDE vision and strategy needs to be developed. The industry RDE vision and 

strategy should be at a higher level than the current National Grain Industry RDE Strategy. The 

strategy should be built on principles that would be relevant in the long-term (20-25 years), 

must clarify the roles and responsibilities of industry representative organisation and confirm 

the GRDC’s role as a service organisation.  

The current National Grain Industry RDE Strategy provides a useful building block in the 

development of the strategy. We also note that in developing strategy the grains industry should 

involve the GRDC’s major RDE funding and research partners to ensure that all key 

stakeholders have ownership of the strategy. 

A statutory corporation has increased accountability to government 

The statutory corporation model has heightened accountability to government, and that 

accountability continues to increase. For example, where previously the GRDC was accountable 

to two Ministers (the Minister for Agriculture and Minister for Finance), it is now also 

accountable to the Department of Agriculture (under authority of the Minister for Agriculture) 

under its statutory funding agreement (see Figure 3).  

Figure 3: Reporting Accountabilities to the Australian Government, GRDC & IOC structures 

 

Source: Marsden Jacob Associates, 2014. 

 

And, where the CAC Act closely emulated the Corporations Act 2001, the new PGPA Act 

moves away from the Corporations Act and introduces a more ‘government’ like financial 

framework, with an increasing set of duties, reporting requirements, rules and enhanced 

Ministerial authority many of which are still being developed (see Appendix C). 
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Increased accountability to government is not in itself a problem as sound, robust governance 

should always be welcomed. What is of issue to some stakeholders is the relative hurdle rate to 

what might be considered reasonable compared to other robust governance models. 

Increased accountabilities can for example result in unnecessarily bureaucratic, multiple-step 

processes that spread and dilute the accountability of individual executives. This can increase 

risk aversion, slow decision-making and generally embed an organisational culture that does not 

align with the aspirations of growers.  

For example a number of stakeholders commented that requirement to adopt a government 

enterprise bargaining agreement instils a more ‘government-like’ culture that can impede the 

adoption of agile and commercial practices. Some stakeholders consulted in the development of 

this report commented that this issue is already present and pointed confidentially to examples. 

As a point of comparison (discussed further in the following section), it is true that the IOCs are 

also accountable to the Department of Agriculture, the Minister for Agriculture and ASIC, but 

they have greater autonomy over decisions (discussed below). 

A range of limitations on decision rights 

The statutory corporation model limits some unilateral decision rights of the Board, when 

compared to IOCs, because some key decisions are ultimately made by the responsible Minister 

in consultation with other arms of the Australian Government. For instance: 

 Proposed forthcoming expenditures must be provided in forward estimates, and align with 

previous estimates. Deviations from these financial plans require additional approvals. 

 GRDC financial accounts sit within annual Australian Government Portfolio Budget 

Statements. A number of participants have stressed that this practice has significant 

implications for the management of GRDC’s financial reserves and has contributed to the 

GRDC having significant equity reserves. The GRDC holds about $180 million in equity 

reserves, reflecting the relatively greater variability in levy revenue compared to 

expenditure. 

Accounting practices mean that a drawdown of reserves contributes to a debit against 

government expenditures, thereby reducing a Budget surplus or increasing a Budget deficit. 

As a consequence, approval to draw down reserves requires high-level negotiation and is 

most problematic when governments are seeking to reduce deficits or increase surpluses. It 

is also understood that it can affect employment conditions for the GRDC. Albeit at the 

margin in terms of the total Australian Government Budget, the impact of GRDC 

operational flexibility can be significant. 

 Recent recommendations of the National Commission of Audit, if adopted by the Australian 

Government, could bring the GRDC closer to government and reduce the organisation’s 

autonomy. To illustrate, the National Commission of Audit recommended that “departments 

should provide corporate services for all agencies within their portfolio with fewer than 200 

staff” (page xxii). The GRDC has fewer than 200 hundred employees, so if this 

recommendation is adopted it could be applied to the GRDC. It unlikely that this change 

would have a beneficial result for the GRDC, as its operating activities are very different to 

those in a government department so its corporate services must necessarily be very 

different. 

New requirements will further increase reporting and accountability to government 

Recent changes to the PIRD Act and PGPA Act increase the reporting and accountability of the 

GRDC to government. In summary, under the PIRD Act: 
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 statutory corporation are now required to agree and implement a statutory funding 

agreement with the Australian Government Department of Agriculture (representing the 

Commonwealth of Australia). Previously, only IOCs were required to have statutory 

funding agreements with the Australian Government, 

 the statutory funding agreement is anticipated to cover GRDC’s activities at a much greater 

level than is currently the case, 

 under the statutory funding agreement the Department of Agriculture (in addition to the 

Minister for Agriculture) will have an ability to ‘monitor’ and ‘manage’ GRDC compliance 

at greater level, and 

 statutory funding agreements are anticipated to include various obligations to report and 

account to DA, as well as rights for DA to suspend/recover ‘Commonwealth payments’ if 

misspent by GRDC or GRDC is otherwise in default. 

Likewise the new PGPA Act increases the accountabilities and reporting to the Minister for 

Finance. As discussed in Appendix C, the new requirements: 

 impose new duties on the Board, 

 impose new duties on all staff (officials), 

 change the planning, budgeting and reporting, 

 include rules that restrict and govern the ‘use of public moneys’, and 

 affect the establishment of subsidiary entities. 

As a result, whereas the IOCs report to the Minster for Agriculture through their establishing 

legislation and the Department of Agriculture through the statutory funding agreement, and 

these arrangements are stable. Recent changes to the PIRD and PGPA Acts are increasing the 

reporting and accountabilities to the Australian Government. 

We also note that the GRDC is pursuing an enterprise bargaining agreement with staff that must 

meet government template guidelines on a number of workplace standards and is subject to 

approval by government Ministers. Feedback from our consultations revealed that the previous 

enterprise bargaining agreement adversely affected: the GRDC’s ability to attract and 

incentivise employees like the corporate sector, the development of a commercial culture within 

the GRDC. They also commented that there is a key strategic risk that the new agreement 

(which is currently being negotiated) will further embed this cultural constraint. 

Private-sector partnering 

Combinations of some of the weaknesses listed here are likely to create pressure points for 

GRDC performance. The most obvious to stakeholders is on the agility and commercial flair of 

GRDC operations to partner with the private sector and deliver timely and effective RDE. 

In general, there is a concern among some (but not all) private sector research providers, levy 

payers and industry representatives that the GRDC’s new accountability arrangements and 

existing institutional constraints are going to limit its ability to partner with the private sector. 

For example, some are concerned that the GRDC is too ‘government-like’ and is not agile 

enough to be an attractive partner to the private sector. Indeed some aspects of the strength of 

government transparency institutions that GRDC are part of, such as freedom of information 

regimes, could be factors in this attractiveness equation.  

Discussions with private sector research providers have revealed a diversity of perspectives on 

this issue - there is no consensus position. However, the majority of private sector research 
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providers identified cultural, structural, strategic and operational constraints that impact on their 

willingness and ability to partner with the GRDC. 

 Culture: the majority of private sector research providers believe that the GRDC needs 

more staff with private sector (commercial) expertise. Illustrating this point, comments 

included that GRDC staff do not have enough private sector experience to engage 

effectively and exploit commercial opportunities; project leaders too often focus on ‘cost’ 

and not ‘return on investment’; and contract negotiation with the GRDC can take a long 

time and this is a problem for some private sector R&D providers. 

 Structural: GRDC ownership can have financial implications for private companies in 

which it is a shareholder, because publically owned (more than 50% government 

ownership) private R&D corporations can only ‘accrue’ R&D tax incentives
8
 (formerly 

concessions). Whereas, privately owned research corporations can realise the tax incentives 

immediately. Stakeholders commented that this is particularly constraining for R&D 

providers in a ‘start-up’ phase which can last for several years given the timeframes 

associated with identification and commercialisation of research. If the GRDC was a 

Corporations Act IOC this issue would not emerge. 

 Structural: Some private sector stakeholders are concerned that the amendments to the 

PGPA Act might limit the GRDC’s ability to establish new business entities in partnership 

with the private and public sectors. The GRDC’s ability to support the development of new 

companies to exploit commercial R&D opportunities was seen to be a real strength of the 

organisation that must be retained. 

 Strategic: GRDC needs a stronger and clearer long-term vision. Some private sector 

research providers commented that it can be difficult to pitch new research projects to the 

GRDC, because “you don’t know what key performance indicators you are trying to meet”. 

 Operational: The GRDC needs to adjust its processes to keep up with the private sector 

research providers. Domestically based private sector research providers are increasingly 

turning their attention to international opportunities, and some research providers that 

GRDC’s overly bureaucratic funding processes meant they may be less likely to bid for 

funding. 

This is not to say that we didn’t receive some very positive feedback on the GRDC team. 

Stakeholders all commented that the GRDC executive team is working very hard to identify and 

supporting partnering opportunities, but they commented that the team appeared to have to 

spend undue time trying to develop ‘workarounds’ to address process and procedural 

requirements that result from the statutory corporation structure. They also noted that large 

private research funders can also be extremely bureaucratic, but they noted that the key 

performance indicators were clearer. 

In conclusion, we found that there are mixed perspectives on the GRDC’s ability to effectively 

partner with the private sector. However, most of the issues identified do not expressly relate to 

structure (excepting the changes to the PGPA Act), and where structural matters have emerged 

we understand that the GRDC team has managed to develop suitable workarounds for all but the 

R&D tax incentives issue.  

That said, it was clear that the pace of change in the private sector research industry is growing 

rapidly and they are increasingly taking a global focus to exploit commercial opportunities. In 

this context, when we asked private research provider stakeholders whether changing to an IOC 

                                                           
8 ATO, Research and development tax concession, www.ato.gov.au/Business/Research-and-development-tax-

concession/, accessed 23 July 2014 

http://www.ato.gov.au/Business/Research-and-development-tax-concession/
http://www.ato.gov.au/Business/Research-and-development-tax-concession/
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structure would undermine the GRDC’s ability to partner with the private sector, none of them 

thought it would have an adverse impact and a limited set believe this change would deliver 

positive R&D outcomes. 

3.3 Other (minor) issues 

Those we consulted saw a variety of other operational aspects as minor weaknesses of the 

statutory corporation model. The most substantive were the constraints of government 

procurement and asset holding rules on GRDC operations. 

Given the reduction in state government RDE, the organisation has the potential to fill some 

gaps by taking over aspects of those services. In some situations, this includes the potential to 

own and manage capital assets, including regional research stations. Analysis undertaken of this 

review identified that current arrangements for statutory corporations to acquire and manage 

such assets (land, plant and equipment) are problematic, because approvals are required from 

the Agriculture, Finance and Public Works portfolios. Negotiation of these approvals is likely to 

take considerable time and is not conducive to agile and responsive decision-making.  

3.4 Strategic challenges 

Several strategic challenges that emerge under the statutory corporation model that are also 

relevant in the consideration of alternative models. 

The consensus among stakeholders is that the GRDC’s RDE strategy and outcomes are being 

determined by the Board and the government within an industry setting, but not as an industry 

vision per se. Some believe that there are opportunities to increase the input into strategy 

development by grower levy-payers to better target and harness the RDE effort. 

However, a critical question is how to incorporate a whole-of-industry view to guide the GRDC 

as a statutory corporation without undermining accountability to government. 

Part of the answer lies in the prescription of selection processes for the GRDC’s skills-based 

Board and Regional Panels. 

Another part lies in how levy-paying growers and the broader industry organise themselves and 

engage with the GRDC. A lesson from other IOCs is that a memorandum of understanding (or 

similar) brokered between government, producer groups and levy payers can be an effective 

approach, in the absence of a single grains industry entity leading the vision and subsequent 

RDE strategy. 

However, based on the feedback in the review submissions, we note that there is strong support 

for the development of a grains industry agreed RDE vision and strategy. 

3.5 Best practice governance assessment 

Table 4 shows the results of our assessment of the structures against the best practice 

governance criteria. A traffic light system highlights areas of relative strength (●), potential 

improvement (●) and weakness (●). 
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Table 3:  Best practice principles 

Model Statutory corporation (the 
status quo) 

Hybrid statutory corporation 

Clarity of role and purpose 

Does the structure support or 
conflict with the industry’s 
objectives? 

● 

Strategic planning is undertaken 
by the GRDC Board in 
consultation with the grains 
sector and the Australian 
Government. 

Limited incentive for industry to 
develop a memorandum of 
understanding (MOU) or similar 
that clearly defines RDE policy, 
roles and responsibilities. 

Presents a number of strategic 
risks that are potentially not 
manageable in the long term. 

● 

On the assumption that the 
grains sector develops an 
industry strategy that defines 
RDE policy and institutional roles 
and responsibilities. 

Strategic plan is developed by 
the GRDC Board in accordance 
with the grains sector industry 
strategy, in consultation with the 
grains sector and the Australian 
Government. 

Efficiency 

Does the structure constrain or 
support the best use of 
resources to further the aims of 
the industry with a commitment 
to evidence-based strategies for 
improvement? 

● 

Significant benefits to the 
industry. 

Discussions with grains sector 
participants identified a number 
of material strengths from the 
current model. 

Discussions also revealed 
concerns that the organisation 
and structural model result in a 
compliance-focused 
organisation. 

● 

Increased organisational 
autonomy and clarity of 
accountability to the industry 
can drive efficiency 
improvements. 

Authority and decision-making 

Does the structure support or 
impede the organisation’s 
authority to deliver on the 
industry’s objectives? 

What arrangements and 
requirements (rules, guidelines, 
regulatory requirements) are 
present and how are 
stakeholders represented? 

How important is sovereign risk, 
such as changes to key 
governing legislation, such as the 
PGPA Act and the PIRD Act? 

● 

Growers are at arms’ length 
from the organisation. 

Some key decision authorities 
(financial reserves and 
employment) stay with 
government. 

The PIRD Act and the PGPA Act 
are increasing: 

- alignment with government, 

- the compliance and reporting 
burden to government, and 

- increasing the distance from 
levy payers. 

● 

Growers continue to be arms’ 
length, but measures could be 
taken to integrate them more 
into strategy and priority setting. 

Authority could be rebalanced 
through exemptions, delegations 
and streamlining of decision-
making authorities.  
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Model Statutory corporation (the 
status quo) 

Hybrid statutory corporation 

Accountability 

With this structure, who is the 
organisation ultimately 
accountable to? 

Do the accountability 
arrangements incentivise the 
achievement of the levy payers’ 
objectives? 

● 

To the government, leading to 
greater prescriptiveness, risk 
aversion and compliance focus. 

Accountability to government is 
transparent. 

Accountability to industry is less 
transparent, as it depends on 
several mechanisms: 

 the Board 

 Regional Panels, and 

 regional organisations. 

● 

Mainly to the government. 

Accountability to levy payers 
could be improved through 
enhanced membership reporting 
(facilitated by the voluntary 
membership database) regional 
annual general meetings and 
strengthened Regional Panel 
arrangements. 

Transparency 

Under this structure: 

 Is there procedural and 
operational transparency? 

 How is reporting undertaken? 

 How is stakeholder 
communication undertaken? 
Does the information 
dissemination enable 
stakeholders to access and 
understand processes?  

● 

High transparency through 
annual reports to the Minister 
that are also tabled in the 
parliament. 

Stakeholder communication 
with government is transparent. 

Levy-payer and grains sector 
communication depends on a 
variety of mechanisms. 

● 

High transparency through 
annual reports to the Minister 
that are also tabled in the 
parliament. 

Stakeholder communication 
with government is transparent. 

Levy-payer and grains sector 
communication improved 
through membership database 
and reporting arrangements and 
annual general meetings. 

Durability 

Is the model durable to changes 
in the economic, industrial and 
political environment? 

● 

Board accountability to the 
Ministers and the appointment 
of a skills-based Board limit the 
risk of politicisation and increase 
political durability. 

Key risk are that the: 

- lack of agile and commercial 
culture undermines RDE 
outcomes, and 

- potential disenfranchisement 
of growers due to increased 
accountability of government 
could lead to a ‘vocal and critical 
minority’ could unduly influence 
decision-making outside of the 
Board’s influence. 

● 

Board accountability to the 
Ministers and the appointment 
of a skills-based Board limit the 
risk of politicisation and increase 
political durability. 

Key risk are that the: 

- constraints on implementing an 
agile and commercial culture 
undermine RDE outcomes and  

- a ‘vocal and critical minority’ 
could unduly influence decision-
making outside of the Board’s 
influence. 

Source: Marsden Jacob Associates, 2014. 
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4. Industry-owned corporation models 

4.1 Structural alternatives 

In this review we have considered whether the GRDC could potentially operate under an 

alternative legal governance structure. Table 4 summarises the alternatives that have been 

considered in this review. 

Table 4:  Legal governance structure alternatives 

Alternative governance structures Governing legislation 

Statutory corporation 

 

Public Governance, Performance and Accountability 
Act 2013

a
 

Primary Industries Research and Development Act 
1989 

Private company: 

 limited by share 

 limited by guarantee 

 unlimited liability 

Corporations Act 2001 

Industry-specific legislation 

Unlisted public company: 

 limited by share 

 limited by guarantee 

 unlimited liability 

 no liability 

Listed public company 

Not for profit: 

 limited by guarantee 

 incorporated association 

Cooperative Cooperatives legislation (state and territory 
legislation) 

Co-operatives National Law (NSW lead jurisdiction)
b
 

a Previously the Commonwealth Authorities and Companies Act 1997. 

b A uniform set of national laws for cooperatives is being progressively introduced by states and 
territories; see 
www.fairtrading.nsw.gov.au/ftw/Cooperatives_and_associations/About_cooperatives/Cooperative
s_national_law.page. 

Current industry-owned corporations 

Of the 15 RDCs, five are statutory corporation
9
 and ten are IOCs. IOCs are declared by the 

Minister for Agriculture as industry service bodies under industry-specific legislation. They are 

established under the Corporations Act 2001 and must comply with its provisions. The 

accountability framework for an IOC is set out in the corporation’s statutory funding agreement 

with the Australian Department of Agriculture. 

The existing IOCs operate under one of two legal structures: unlisted public company limited by 

guarantee; or unlisted public company limited by shares (Table 5). 

                                                           
9  The six statutory corporations are the: Cotton Research and Development Corporation, Fisheries Research and 

Development Corporation, Grains Research and Development Corporation, Australian Grape and Wine 

Authority and Rural Industries Research and Development Corporation. 
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Table 5:  Industry-owned corporations 

Corporation  Industry-specific legislation Legal structure 

Australian Egg Corporation 
Limited 

Egg Industry Service Provision 
Act 2002 

Unlisted public company 
limited by guarantee (not 
for profit) 

Australian Livestock Export 
Corporation Limited (LiveCorp) 

Australian Meat and Livestock 
Industry Act 1997 

Unlisted public company 
limited by guarantee (not 
for profit) 

Australian Meat Processor 
Corporation 

Australian Meat and Livestock 
Industry Act 1997 

Unlisted public company 
limited by guarantee (not 
for profit) 

Australian Pork Limited Pig Industry Act 2001 Unlisted public company 
limited by guarantee (not 
for profit) 

Australian Wool Innovation 
Limited 

Wool Services Privatisation 
Act 2000 

Unlisted public company 
limited by shares 

Dairy Australia Limited Dairy Produce Act 1986 Unlisted public company 
limited by guarantee (not 
for profit) 

Forest and Wood Products 
Australia 

Forestry Research and 
Development and Marketing 
Act 2007 

Unlisted public company 
limited by guarantee (not 
for profit) 

Horticulture Australia Limited Horticulture Marketing and 
Research and Development 
Services Act 2000 

Unlisted public company 
limited by guarantee (not 
for profit) 

Meat & Livestock Australia Australian Meat and Livestock 
Industry Act 1997 

Unlisted public company 
limited by guarantee (not 
for profit) 

Sugar Research Australia Sugar Research and Development 
Services Act 2013 

Unlisted public company 
limited by guarantee (not 
for profit) 

Source: Australian Government Department of Agriculture and Marsden Jacob Associates, 2014. 

Short-listing the governance structures 

We assessed the governance structures against a set of core criteria to determine which might be 

applicable to the GRDC (Table 9). The assessment was informed by: 

 consultations with the Australian Government, IOCs (Dairy Australia, Meat & Livestock 

Australia and LiveCorp) and the grains sector, 

 a review of the legislative arrangements that underpin the alternative structures, and 

 a desktop review of publicly accessible information on Australian Wool Innovation, 

Australian Pork, Horticulture Australia and other government–industry partnerships 

(Animal Health Australia and Plant Health Australia). 
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Table 6:  Short-listing structural alternatives 

Criterion 
Statutory 

corporation 
Private 

company 

Public company 
Listed 
public 

company 
Cooperative Limited by 

guarantee 
Limited 

by 
shares 

Eligibility to receive 
levy funding  

      

Eligibility to receive 
grant funding  

      

Stability and 
strength of the 
legislation that 
governs the entity  

 

(currently 
changing) 

    
a
 

Clarity of rules, 
regulations and 
guidelines to which 
the entity has to 
adhere  

 

(currently 
changing) 

     

Industry ownership 
 

 (max. 
50 

members) 
  

 
(publicly 

listed) 
 

Stakeholder 
responsibilities and 
involvement in 
decision-making 

 
 (max. 

50 
members) 

    

Durability of the 
model 

      

a The consensus from the consultation was that the governing legislation for cooperatives is not as 
strong as the Corporation Act 2001. 

Source: Marsden Jacob Associates, 2014. 

4.2 Preferred structure 

Our assessment identified two preferred structures: 

 hybrid statutory corporation (the status quo, but with valuable components of IOCs drawn 

into the current statutory corporation structure), and 

 IOC taking the form of an unlisted public company limited by guarantee (under the 

Corporations Act 2001). 

The status quo, statutory corporation structure, has clearly been a viable structure for the 

GRDC.  However, the analysis identifies some potential concerns with the strength of the on-

going viability of this alternative, and thus it has not emerged as a preferred structural option.  

Instead, the hybrid model has emerged as a preferred structural alternative. 

The unlisted public company limited by guarantee meets all of the criteria. The model has a 

number of strengths and weaknesses when compared with the statutory corporation model, 

which are discussed following. 
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We also note that the other IOCs differ from the GRDC in that they have marketing roles and 

responsibilities. At this time we have been instructed that the grains industry does not want the 

GRDC to take on marketing functions. 

Therefore, if the industry decides to change the GRDC’s structural model, it will not be possible 

to simply adopt the approach used by another IOC. Instead, a model specific to the grains sector 

will be needed to reflect: 

 the functions of the GRDC, 

 the industry agreed RDE vision and strategy, 

 the organisation’s forward strategy, and 

 industry-specific risks. 

The strengths and weaknesses of the IOC model are discussed below. 

4.3 Strengths 

Our analysis and consultations identified a number of strengths of the IOC model. 

Industry respect and support 

Most IOCs (under a limited by guarantee structure) have provided a stable investment 

environment, leveraged significant grower and public money for RDE and delivered positive 

outcomes for their members. 

Some corporations have adopted some features of the GRDC model, such as Regional Panels to 

garner levy-payer input, identify grassroots needs for RDE and influence the design and 

delivery of RDE. 

Unlike the GRDC, IOCs are required to hold annual general meetings (AGMs). Feedback from 

consultation identified that the AGM is: 

 a sound mechanism for maintaining an effective connection and transparency to levy-paying 

growers, and 

 a robust means to gauging the level of industry support for the RDE vision and strategy. 

Consequently, we observe that holding AGM style regional meetings can facilitate more direct 

engagement and improve accountability (both of the Board and levy paying growers) to the 

decisions of the GRDC. 

Industry-owned corporation model has robust governance and accountabilities 

In this structure, while reporting to government is reduced accountability to the government is 

maintained through a statutory funding agreement with the Department of Agriculture. Statutory 

funding agreements are required to allow funds appropriated by the Australian Parliament to be 

provided to IOCs and ensure that the funds are spent for the purposes for which they are 

appropriated. The statutory funding agreement is a detailed and prescriptive document that 

clearly stipulates the Australian Government’s requirements. 

The IOC model also benefits from robust governance and accountability requirements stipulated 

under the Corporations Act 2001. The corporation is directly accountable to the levy payers, 

because they are members of the corporation. 
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According to the Australian Securities and Investments Commission, there is a three-tier 

reporting framework for companies limited by guarantee. The GRDC would be a Tier 3 

company (annual revenue of $1 million or more). A Tier 3 company: 

 must prepare an annual financial report, 

 must have the financial report audited, 

 must prepare a directors’ report, although with less detail than that required of other 

companies, and 

 must give annual reports to any member who elects to receive them. 

However, the level of prescriptiveness in the IOC model is less than in the statutory corporation 

model, because the organisation is able to develop organisation specific rules, procedures and 

practices. 

Financial and employment autonomy 

The IOC model is not constrained by many of the limitations on decision-rights that affect 

Statutory Corporations. 

Because its financial accounts and budget are not part of the Australian Government’s Portfolio 

Budget Statements, the IOC has autonomy from government when deciding on the 

accumulation and spending of financial reserves. 

IOCs also have decision autonomy over employment matters. The corporation can decide on 

hiring and employment terms, conditions and decisions (subject to employment legislation). Our 

consultations for this report found that this means the IOCs are able to be more commercial, 

because they: 

 draw the vast majority of their workforces from the private sector, as they need commercial 

expertise to be agile and efficient, 

 believe that a commercial culture is critical to building and maintaining their members’ 

support, 

 ‘hire and fire’ like the private sector, and 

 can pay salaries that are competitive with the private sector to draw the best available 

expertise into the organisation. 

However, we note that simply making a structural change doesn’t bring about this change in 

culture. The Board and senior executive have to actively pursue the implementation of a 

commercial culture through practice change and staff recruitment. 

4.4 Weaknesses 

We have identified a number of existing and potential weaknesses in the IOC model. 

Risk of unmanageable factional influence (sometimes referred to by stakeholders as 

politicisation) 

In all organisations it is reasonable to expect sectional interests at various scales to emerge from 

time to time. In robust and durable institutions there are a variety of checks and balances that 

enable these interests to be managed, so that a skilled based Board’s decision-making is not 

unduly influenced.  
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A concern expressed by many stakeholders is given the lessening of government stakeholder 

influence in an IOC model, the model is more prone to these interests becoming factionalised 

and exerting undue influence, and in turn affecting the effective and efficient delivery of RDE 

by the GRDC. 

Other stakeholders commented that a statutory corporation is not necessarily immune to 

sectional interests exerting undue influence and they pointed to a number of statutory 

corporation models that over time have experienced factional issues. 

A critical question in the design of an IOC model is the checks and balances to manage this risk. 

Our consultation has confirmed that this is a risk, but has also identified strategies that have 

been successfully employed to manage this risk in Board selection processes.  

Strategies used by existing IOCs to mitigate this risk include strong Board selection processes 

that draw on a balance of government and sector expertise to ensure that the best candidates are 

selected for the Board. While some stakeholders submissions have recommended that Board 

membership be structured to ensure regional representativeness, the majority view is that 

membership should be skills-based to ensure a balanced RDE investment portfolio. In addition, 

our discussions with the Australian Government have confirmed that a skills-based Board is a 

foundational prerequisite for government co-funding. 

It is our professional opinion that a skills-based Board is a foundational requirement if the 

GRDC is to become an IOC. A representative Board would, in all likelihood, shift the focus 

away from high quality RDE towards regional short-term interest to the detriment of the future 

productivity and profitability of Australia’s grain growers. 

However, we note that IOCs are managing to refine the interpretation of ‘skills-based’ Board to 

deliver strong RDE outcome for their industries. Dairy Australia, have finessed the 

interpretation of ‘skills-based’ to allow the inclusion of sector-relevant expertise as well as 

technical expertise. For example, a skills-based Board might include: 

 knowledge, expertise and technical qualification in the sector, 

 understanding of industry organisational arrangements, networks and interfaces with 

government, 

 knowledge of and expertise in government policy and its development, 

 strategic planning expertise, 

 economic expertise, 

 financial management expertise, and 

 corporate governance expertise. 

These insights provide helpful guidance on how existing IOCs broadly manage this risk. 

Membership arrangements 

As discussed in Section 3, consolidation in the grains sector is taking place far more quickly 

than was expected. Over the past 10 years, the number of growers has fallen by nearly 50% 

(from 40,000 to 21,000). 

One critical challenge for an IOC is developing a membership model that prevents minority 

groups exerting undue influence and biasing the RDE agenda in their favour. This can be 
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addressed both through tiered voting structures and strong and specific Board selection 

processes. 

For example, the constitution of Meat & Livestock Australia provides for a sliding scale of 

votes: 

 Levies paid = $0 to $28,417 (one vote for each $1 received by the organisation), 

 Levies paid = $28,418 to $85,249 (28,417 votes + 0.75 votes for each $1 received in excess 

of $28,417), and 

 Levies paid = $85,250 or more (71,041 votes + 0.5 votes for each $1 received in excess of 

$85,249). 

Dairy Australia has a flat voting structure. Only Group A (levy-paying) members are entitled to 

vote. The Board determines the number of votes to which a Group A member is entitled by 

allocating one vote for each whole dollar paid as levy by the member in the financial year 

immediately before the financial year in which the determination is made. 

There are significant differences in the geographical scope and scale of grain growers across 

Australia. If the industry decides to establish an IOC, we recommend a statistical analysis of the 

membership be undertaken to inform possible membership and voting arrangements. We also 

recommend that Board selection does not become an ‘election’ exercise that requires potential 

Board members to seek voter (levy payer) support, instead the a strong selection committee 

should be formed (that comprises expertise in industry, commercial, research and government) 

that identifies and nominates preferred candidates. 

4.5 Strategic challenges 

The IOC model faces some challenges in common with the statutory corporation model. 

The consensus among stakeholders is that RDE vision, strategy and outcomes are being 

determined by the current Board and government within an industry setting, but not as an 

industry vision per se.  

For example, in 2005 the Grains Council of Australia and the GRDC produced Towards a 

SINGLE VISION For the Australian Grains Industry 2005–2025 as an industry strategy. 

However, stakeholders say that, despite some early traction, this strategy has been abandoned.  

Consequently, in 2011 the then Primary Industries Standing Committee produced the Grains 

Industry: National Research, Development and Extension Strategy. While there was industry 

involvement in the development of the strategy, the steering committee membership was 

dominated by government and research institution representatives. 

Following the 2011 strategy, the GRDC developed the Strategy Research and Development 

Plan 2012-17. This plan was developed to guide and coordinate the efforts of the GRDC and to 

meet its statutory requirements under the PIERD Act 1989. 

The IOCs that we consulted for this report were clear on this point. The organisation needs an 

industry-developed RDE vision and strategy that identifies the ‘true north’ on RDE and clearly 

separates service from representative functions. Without this, it is not possible to avoid or 

manage sectional interests exerting undue influence (politicisation), and the RDE effort 

becomes unstable and underperforming. 
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Discussions with stakeholders have confirmed that the National Grain Industry RD&E Strategy 

was initiated by all Australian governments through the (former) Primary Industries Ministerial 

Council and developed through a steering committee of GRDC partners, comprising 

government, academic, industry and GRDC representation. The strategy was not developed 

within the context of an agreed industry ‘vision’ and ‘policy direction’ in the way the beef 

industry’s memorandum of understanding does for Meat & Livestock Australia or the 

Australian Dairy Industry Council does for Dairy Australia (this is discussed further in section 

3.4). 

Nonetheless, the current National Grain Industry RDE Strategy should not be abandoned as it 

provides a stable and useful building block in the development of the industry RDE vision and 

strategy. Further, we note that in developing strategy the grains industry should involve the 

GRDC’s major RDE funding and research partners to ensure that all key stakeholders have 

ownership of the strategy. 

4.6 Best practice governance assessment 

Table 7 shows the results of our assessment of the preferred alternative structure against the best 

practice governance criteria. A traffic light system highlights areas of relative strength (●), 

potential improvement (●) and weakness (●). 

Table 7:  Best practice principles 

Model Industry-owned corporation 

Clarity of role and purpose 

Does the structure support or conflict with the 
industry’s objectives? 

● 

If the grains sector has agreed an industry strategy 
that defines RDE policy and institutional roles and 
responsibilities before the establishment of the 
IOC. 

● 

If the grains sector has not agreed an industry 
owned strategy that defines RDE policy and 
institutional roles and responsibilities before the 
establishment of the IOC. Because, there are 
critical politicisation risks that would undermine 
the viability of both the GRDC and RDE undertaken 
by the GRDC. 

Efficiency 

Does the structure constrain or support the best 
use of resources to further the aims of the 
industry with a commitment to evidence-based 
strategies for improvement? 

● 

Organisational autonomy (financial and 
recruitment) and potentially improved ability to 
partner with the private sector will support the 
development of a more agile and efficient 
organisations. 

Structural change alone will not deliver this 
change, the cultural change and efficiency 
improvement must be driven by the Board and 
senior executive. 

A number of stakeholders noted that if the Board 
and senior executive were to exploit the efficiency 
opportunities that emerge under an IOC model the 
GRDC’s efficiency could materially improve. 
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Model Industry-owned corporation 

Authority and decision-making 

Does the structure support or impede the 
organisation’s authority to deliver on the 
industry’s objectives? 

What arrangements and requirements (rules, 
guidelines, and regulatory requirements) are 
present and how are stakeholders represented? 

How important is sovereign risk, such as changes 
to key governing legislation, such as the PGPA Act 
and the PIRD Act? 

● 

Growers are members of the organisation, so 
stakeholder representation is more transparent. 

The organisation has greater decision-making 
authority in financial and staffing matters. 

Sovereign risk is: 

- reduced because the Minister for Agriculture 
cannot close the company, and 

- increased because the distance from government 
is greater. 

Accountability 

With this structure, who is the organisation 
ultimately accountable to? 

Do the accountability arrangements incentivise 
the achievement of the levy payers’ objectives? 

● 

Enhanced levy payer accountability, as they are 
the members of the corporation. 

Accountability to the government would be 
reduced, but critical requirements would be 
maintained through the statutory funding 
agreement. 

Transparency 

Under this structure: 

 Is there procedural and operational 
transparency? 

 How is reporting undertaken? 

 How is stakeholder communication 
undertaken? Does the information 
dissemination enable stakeholders to access 
and understand processes?  

● 

High transparency through Corporations Act 
annual reports that are also provide to the 
Minister and tabled in the parliament (under the 
statutory funding agreement). 

Communication with government is transparent 
and streamlined. 

Levy-payer and grains sector communication 
strengthened through membership and annual 
general meetings. 

Durability 

Is the model durable to changes in the economic, 
industrial and political environment? 

● 

Skills-based Board, strong constitution and agreed 
industry RDE policy limit the risk of politicisation. 

Key risk is that these measures fail and the Board 
selection process becomes politicised, affecting 
RDE decision-making by the GRDC. 

● 

If the grains sector has not agreed an MOU that 
defines RDE policy and institutional roles and 
responsibilities before the establishment of the 
IOC. 

Critical politicisation risks would undermine the 
durability of the GRDC. 

Source: Marsden Jacob Associates, 2014.  
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5. How do the models compare? 

This review has investigated a number of structures for the GRDC and found that two have 

decided advantages: statutory corporation (hybrid model) and IOC limited by guarantee.  The 

key features of the status quo, hybrid and IOC alternatives are summarised in Table 8. 

In this chapter, we assess them against best practice criteria and consider the costs and benefits 

of the three models. 

It was beyond the scope of this review to undertake a full cost-benefit analysis of the structural 

alternatives. Because, while it is possible to estimate the financial cost associated with 

transitioning the organisation from a statutory corporation to an IOC, there is not a standard 

approach to empirically verifying the relationship of different structural governance models to 

RDE outcomes. Reflecting this, the analysis: 

 presents an order of magnitude discussion of the cost and benefits, and  

 assesses alternative structures against the criteria for best practice governance. 

Quantitative estimates of the differences in RDE productivity outcomes between structural 

models would require significant consultation and data collection, and transparent articulation of 

underlying assumptions. 

5.1 Structural alternatives 

Table 8:  Alternative structures, in summary 

Model Key attributes 

Statutory corporation 

(the status quo) 

 Statutory corporation founded under the PIRD Act 

 Commonwealth entity under the PGPA Act 

 Skills-based Board 

 Chair of the Board is selected by the Minister for Agriculture, in 
consultation with industry and government 

 Board selection committee is chosen by the Minister for Agriculture 

 Board selection committee nominates directors to the Minister for 
Agriculture for approval 

 Funded by grower levies, matching Commonwealth contributions and 
other contributions 

 Increased alignment with other Commonwealth entities (section 17 of 
the PGPA Act) 

 New corporate entities (subsidiaries) constrained to powers of the 
statutory corporation 

 Notice of formation or closure of subsidiaries, or cessation of 
membership, must be tabled in each House of the Parliament 

 Strategic Plan is set by the GRDC Board, in consultation with the 
representative organisation, Regional Panels, grower representative 
organisations and individual grain growers 

 No members and thus no membership database. The GRDC continues to 
maintain its grower database 

 Employment and recruitment subject to an enterprise bargaining 
agreement that is approved by the Minister for Agriculture, Minister for 
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Model Key attributes 

Finance, the Minister for Employment and the Fair Work Commission 

 Financial (budget) management is subject to Australian Government 
approval 

 Statutory funding agreement with the Australian Department of 
Agriculture 

Hybrid statutory 
corporation 

(the status quo with 
exemptions and 
operational 
improvements) 

 Statutory corporation founded under the PIRD Act 

 Commonwealth entity under the PGPA Act 

 Skills-based Board 

 Chair of the Board is selected by the Minister for Agriculture 

 Board selection committee is chosen by the Minister for Agriculture 

 Board selection committee nominates directors to the Minister for 
Agriculture for approval 

 Funded by grower levies, matching Commonwealth contributions and 
other contributions 

 Strategic RDE policy set by the grains industry through a grains industry 
agreed RDE vision and strategy (or similar document) that defines 
industry policy, principles, service (RDE) and representative roles and 
responsibilities 

 Strategic Plan is set by the GRDC Board, in accordance with the Grains 
Industry Strategy RDE policy and in consultation with the representative 
organisation, local research advisory committees, grower groups, 
grower organisations and individual grain growers 

 Regional annual general meetings (AGMs) facilitate increased levy-payer 
input 

 Voluntary levy-payer database established; database updated annually 
ahead of regional AGMs 

 Employment and recruitment decision-making delegated to the GRDC 
Board 

 Financial (budget) management delegated to the Board 

 Streamlined compliance and reporting to the Australian Government, as 
per the statutory funding agreement with the Australian Department of 
Agriculture 

Industry-owned 
corporation 

 Public company limited by guarantee under the Corporations Act 2001 
(not for profit) 

 Grower members: members must be grower levy payers; voluntary 
membership database also details levy contributions 

 Independent skills-based Board; appointments made following 
independent selection committee process and consultation with the 
Minister for Agriculture 

 Board responsibilities defined under the constitution and the 
Corporations Act 

 Board selection committee comprises levy payers, industry and 
government 

 Constitution sets the obligations to levy payer members and 
government 

 Funded by grower levies, matching Commonwealth contributions and 
other contributions 

 Strategic RDE policy set by the grains industry through a grains industry 
agreed RDE vision and strategy (or similar document) that defines 
industry policy, principles, service (RDE) and representative roles and 
responsibilities 
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Model Key attributes 

 Strategic Plan and Annual Operating Plan are determined by the Board 

 Statutory funding agreement with the Australian Department of 
Agriculture 

Source: Marsden Jacob Associates, 2014. 

5.2 Best practice governance criteria 

In this review we have assessed how well the three structures meet the criteria for best practice 

governance shown in Table 9. How well the different structural options meet the objectives for 

grains industry RDE is a critical component of the review. 

Table 9:  Best practice governance principles for assessing the structures 

Best practice 
principle 

Criteria 

Clarity of role and 
purpose 

Does the structure support or conflict with the industry’s objectives? 

Efficiency Does the structure constrain or support the best use of resources to further the 
aims of the industry, with a commitment to evidence-based strategies for 
improvement? 

Authority and 
decision-making 

Does the structure support or impede the organisation’s authority to deliver on 
the industry’s objectives? 

What arrangements and requirements (rules, guidelines, and regulatory 
requirements) are present and how are stakeholders represented? 

How important is sovereign risk, such as changes to key governing legislation, 
such as the PGPA Act and the PIERD Act? 

Accountability With this structure, who is the organisation ultimately accountable to? 

Do the accountability arrangements incentivise the achievement of the levy 
payers’ objectives? 

Transparency Under this structure: 

 Is there procedural and operational transparency? 

 How is reporting undertaken? 

 How is stakeholder communication undertaken? Does the information 
dissemination enable stakeholders to access and understand processes? 

Durability Is the model durable to changes in the economic, industrial and political 
environment? 

Source: Marsden Jacob Associates, 2014. 

Table 10 shows the results of our assessment of the structures against the best practice 

governance criteria. A traffic light system highlights areas of relative strength (●), potential 

improvement (●) and weakness (●). 
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Table 10:  Assessment against the best practice principles 

Model Statutory corporation (the status quo) Hybrid statutory corporation Industry-owned corporation 

Clarity of role and purpose 

Does the structure support or conflict 
with the industry’s objectives? 

● 

Strategic planning is undertaken by the 
GRDC Board in consultation with the 
grains sector and the Australian 
Government. 

Limited incentive for industry to develop 
a memorandum of understanding 
(MOU) or similar that clearly defines RDE 
policy, roles and responsibilities. 

Presents a number of strategic risks that 
are potentially not manageable in the 
long term. 

● 

On the assumption that the grains sector 
develops an industry strategy that 
defines RDE policy and institutional roles 
and responsibilities. 

Strategic plan is developed by the GRDC 
Board in accordance with the grains 
sector industry strategy, in consultation 
with the grains sector and the Australian 
Government. 

● 

If the grains sector has agreed an 
industry strategy that defines RDE policy 
and institutional roles and 
responsibilities before the establishment 
of the IOC. 

● 

If the grains sector has not agreed an 
industry owned strategy that defines 
RDE policy and institutional roles and 
responsibilities before the establishment 
of the IOC. Because, there are critical 
politicisation risks that would undermine 
the viability of both the GRDC and RDE 
undertaken by the GRDC. 

Efficiency 

Does the structure constrain or support 
the best use of resources to further the 
aims of the industry with a commitment 
to evidence-based strategies for 
improvement? 

● 

Significant benefits to the industry. 

Discussions with grains sector 
participants identified a number of 
material strengths from the current 
model. 

Discussions also revealed concerns that 
the organisation and structural model 
result in a compliance-focused 
organisation. 

● 

Increased organisational autonomy and 
clarity of accountability to the industry 
can drive efficiency improvements. 

● 

Organisational autonomy (financial and 
recruitment) and improved ability to 
partner with the private sector will 
support the development of a more agile 
and efficient organisations. 

Structural change alone will not deliver 
this change, the cultural change and 
efficiency improvement must be driven 
by the Board and senior executive. 

A number of stakeholders noted that if 
the Board and senior executive were to 
exploit the efficiency opportunities that 
emerge under an IOC model the GRDC’s 
efficiency could materially improve. 
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Model Statutory corporation (the status quo) Hybrid statutory corporation Industry-owned corporation 

Authority and decision-making 

Does the structure support or impede 
the organisation’s authority to deliver on 
the industry’s objectives? 

What arrangements and requirements 
(rules, guidelines, and regulatory 
requirements) are present and how are 
stakeholders represented? 

How important is sovereign risk, such as 
changes to key governing legislation, 
such as the PGPA Act and the PIRD Act? 

● 

Growers are at arms’ length from the 
organisation. 

Some key decision authorities (financial 
reserves and employment) stay with 
government. 

The PIRD Act and the PGPA Act are 
increasing: 

- alignment with government, 

- the compliance and reporting burden 
to government, and 

- increasing the distance from levy 
payers. 

● 

Growers continue to be arms’ length, 
but measures could be taken to 
integrate them more into strategy and 
priority setting. 

Authority could be rebalanced through 
exemptions, delegations and 
streamlining of decision-making 
authorities.  

● 

Growers are members of the 
organisation, so stakeholder 
representation is more transparent. 

The organisation has greater decision-
making authority in financial and staffing 
matters. 

Sovereign risk is: 

- reduced because the Minister for 
Agriculture cannot close the company, 
and 

- increased because the distance from 
government is greater. 

Accountability 

With this structure, who is the 
organisation ultimately accountable to? 

Do the accountability arrangements 
incentivise the achievement of the levy 
payers’ objectives? 

● 

To the government, leading to greater 
prescriptiveness, risk aversion and 
compliance focus. 

Accountability to government is 
transparent. 

Accountability to industry is less 
transparent, as it depends on several 
mechanisms: 

 the Board 

 Regional Panels, and 

 regional organisations. 

● 

Mainly to the government. 

Accountability to levy payers could be 
improved through enhanced 
membership reporting (facilitated by the 
voluntary membership database) 
regional annual general meetings and 
strengthened Regional Panel 
arrangements. 

● 

Enhanced levy payer accountability, as 
they are the members of the 
corporation. 

Accountability to the government would 
be reduced, but critical requirements 
would be maintained through the 
statutory funding agreement. 
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Model Statutory corporation (the status quo) Hybrid statutory corporation Industry-owned corporation 

Transparency 

Under this structure: 

 Is there procedural and operational 
transparency? 

 How is reporting undertaken? 

 How is stakeholder communication 
undertaken? Does the information 
dissemination enable stakeholders to 
access and understand processes?  

● 

High transparency through annual 
reports to the Minister that are also 
tabled in the parliament. 

Stakeholder communication with 
government is transparent. 

Levy-payer and grains sector 
communication depends on a variety of 
mechanisms. 

● 

High transparency through annual 
reports to the Minister that are also 
tabled in the parliament. 

Stakeholder communication with 
government is transparent. 

Levy-payer and grains sector 
communication improved through 
membership database and reporting 
arrangements and annual general 
meetings. 

● 

High transparency through Corporations 
Act annual reports that are also provide 
to the Minister and tabled in the 
parliament (under the statutory funding 
agreement). 

Communication with government is 
transparent and streamlined. 

Levy-payer and grains sector 
communication strengthened through 
membership and annual general 
meetings. 

Durability 

Is the model durable to changes in the 
economic, industrial and political 
environment? 

● 

Board accountability to the Ministers 
and the appointment of a skills-based 
Board limit the risk of politicisation and 
increase political durability. 

Key risk are that the: 

- lack of agile and commercial culture 
undermines RDE outcomes and  

- potential disenfranchisement of 
growers due to increased accountability 
of government could lead to a ‘vocal and 
critical minority’ could unduly influence 
decision-making outside of the Board’s 
influence. 

● 

Board accountability to the Ministers 
and the appointment of a skills-based 
Board limit the risk of unmanageable 
factional influence and increase political 
durability. 

Key risk are that the: 

- constraints on implementing an agile 
and commercial culture undermine RDE 
outcomes and  

- a ‘vocal and critical minority’ could 
unduly influence decision-making 
outside of the Board’s influence. 

● 

Skills-based Board, strong constitution 
and agreed industry RDE policy limit the 
risk of unmanageable factional 
influence. 

Key risk is that these measures fail and 
the Board selection process becomes 
politicised, affecting RDE decision-
making by the GRDC. 

● 

If the grains sector has not agreed an 
MOU that defines RDE policy and 
institutional roles and responsibilities 
before the establishment of the IOC. 

Critical unmanageable factional 
influence risks would undermine the 
durability of the GRDC. 

Source: Marsden Jacob Associates, 2014. 
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5.3 Costs and benefits 

When considering structural alternatives it is important to consider whether the incremental 

benefits from a change in structure are likely to exceed the costs. We use a cost–benefit 

analytical framework in this section because, in the words of the Productivity Commission: 

[the] key rationale for public funding for rural R&D is to address spillovers and 

related market failures that would otherwise mean that socially valuable 

research would not proceed (or would be unreasonably delayed).
10

 

Market failure exists where the market does not deliver the best outcomes for society (for 

example, because of the existence of market distortions or imperfections). In such cases, the 

market is said to be ‘failing’. 

In the context of R&D, market failure arises mainly for the following reasons: 

 Unpriced spillovers (or externalities) result when the outcomes of R&D investment by one 

or a few grain growers are adopted by other grain growers. 

 Individual growers’ investment capacity is likely to be inadequate to enable a balanced 

investment in short- and long-term R&D to support greater productivity and profitability. 

 Risk can lead to suboptimal private investment in R&D by individual grain growers. 

As previously discussed, it was beyond the scope of this review to undertake a full cost-benefit 

analysis of alternative structures for the GRDC. Instead, the analysis in this section is limited to 

a more general (order of magnitude) assessment of the incremental costs and benefits of a 

change from a statutory corporation to an IOC. The analysis: 

 compared an IOC to the status quo (statutory corporation) model, 

 identifies the likely costs and benefits and how the different structural models are likely to 

affect growers’ competitiveness, 

 considers whether an IOC would improve the forward viability of the GRDC by enhancing 

grower support (by improving growers’ links to research decision-making) and government 

support (by delivering strong research gains, broader societal gains and maintaining close 

connections with decision-makers), and 

 estimates the transaction costs and transitional issues that could be associated with change 

and the opportunity costs of making no change. 

Assumptions 

The main assumptions underpinning the analysis are as follows: 

 The base case is business as usual, or the status quo. The GRDC remains a statutory 

corporation model, no exemptions from regulation are gained and, consistent with recent 

developments, the Australian Government’s compliance requirements continue to increase. 

 In the scenario case, the GRDC becomes an IOC limited by guarantee subsequent to the 

grains sector agreeing an industry RDE strategy similar to those developed for other IOCs.  

                                                           
10 Productivity Commission (2011), Rural Research and Development Corporations, p. 80, 

www.pc.gov.au/__data/assets/pdf_file/0006/109995/rural-research.pdf (26 May 2014). 

http://www.pc.gov.au/__data/assets/pdf_file/0006/109995/rural-research.pdf
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 The Australian Government transfers all the GRDC’s financial reserves to the IOC. 

Costs and benefits assessment 

Overall, we find that the costs and benefits of a change are broadly equivalent at this time. 

However, the quantum of benefits is expected to grow over time because: 

 as a statutory corporation, the GRDC will be increasingly required to align its activities with 

the broader Australian Government, 

 the Australian Government may continue to increase reporting requirements for statutory 

corporations, and 

 the pace of change in the grains sector will continue to accelerate. 

Table 11 provides an overview of the costs and benefits that result from changing the GRDC 

into an IOC. Each category in the table is discussed below. 

Table 11:  Costs and benefits of changing to an industry-owned corporation 

Category Costs Benefits 

RDE outcomes Cost estimate: high likelihood of a high 
cost ($ multi-million) 

 If unmanageable factional influence 
(politicisation) affects the ability of the 

organisation to invest in a balanced 
portfolio of RDE projects 

Benefit estimate: high likelihood of a 
high benefit ($ multi-million) 

 Streamlined processes and 
commercial culture support RDE 
innovation. 

 Increased private sector partnering 
could facilitate RDE benefits 

Transition Cost estimate: certain, estimated to be 
$3-4 million, for instance: 

 Negotiation with Minister for 
Agriculture 

 Australia-wide grains sector dialogue 
to confirm support and agree on 
arrangements 

 Consultancy on membership structure 

 Development of options paper to 
inform industry engagement and poll. 

 Update membership database 

 Industry poll 

 Development of constitution 

 Legislation to govern new entity 

 Establishment of new entity 

 Development of internal governance, 
rules, delegations and procedures 

 Transition existing Board. 

 AGM for new entity to agree on new 
Board 

 Establishment of new statutory 
funding agreement 

Benefits 

Note, benefits of transition are captured 
in other outcomes. 
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Category Costs Benefits 

Reporting Cost estimate: high likelihood less than 
$ 1 million pa 

 Corporations Act requirements 

 Annual general meeting 

 Maintain member database 

Benefit estimate: high likelihood less 
than $ 1 million pa 

 Streamlined reporting to government 
(statutory funding agreement) 

 Streamlined development of 
partnerships with private RDE sector 

 Improved connection to members 

 Able to assess levy-payer support for 
strategic direction 

Financial 
autonomy 

 Benefit estimate: unquantifiable but 
note that it affects the GRDC’s forward 
planning ability and creates 
organisational cost to effectively 
manage.  

Under an IOC model the GRDC would 
have more ready access to its financial 
reserves (over $180 million at 30 June 
2013). 

Staff and 
employment 

Cost estimate: high likelihood less than $ 
1 million pa 

 Salaries expected to increase, as 
commercial sector recruits will 
demand higher salaries 

Benefit estimate: high likelihood less 
than $ 1 million pa 

 Recruitment of commercial sector 
staff supports development of an agile 
and responsive GRDC 

Source: Marsden Jacob Associates, 2014. 

We note that stakeholders perspectives on the impacts of restrictions on financial and 

employment autonomy that emerge under the statutory corporation model were split. A number 

commented that these issues could be navigated. Whereas, others believe that increased 

financial and employment autonomy (under an IOC model) would more than justify the 

economic cost associated with transitioning the organisation (which is estimated to be in the 

order of $3-4 million), because: 

 ready and autonomous access to financial reserves could enable more RDE to be undertaken 

by the GRDC which would support growers future productivity and profitability; and 

 autonomy over employment could facilitate the recruitment of a staff with more commercial 

expertise into the GRDC. 

With the available evidence, and in the absence of an operational efficiency review that 

considers these specific issues (which was out of scope for this project), we are unable to come 

to a firm landing on these issues. Nonetheless, we believe that financial and employment 

autonomy should be pursued to help the GRDC to become a more agile and commercially 

oriented organisation. We also question why autonomy granted to IOCs has not previously been 

made available to statutory corporations. 

Transition 

The transition from a statutory corporation to an IOC would take considerable time and 

resources. Some of the key steps in the transition process are summarised in Figure 4. 
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Figure 4: Overview of transition tasks 

 

Source: Marsden Jacob Associates, 2014 

Note: The above is a short-list of the tasks that would need to be undertaken if the GRDC were to transition from a 
statutory corporation to an IOC. 

This highlights that a considerable amount of time and resource would need to be dedicated to 

facilitate the transition of the GRDC from a statutory corporation to an IOC model.  

Notably, the industry must convince the Australian Minister for Agriculture that an IOC is 

going to be durable and deliver strong RDE outcomes. The Australian Government’s Guidance 

on establishment and operation of an industry owned company for the purposes of R&D 

identifies several indicative steps for implementing a proposal for an IOC: 

1. Submit proposal to the Minister, seeking in-principle agreement to the establishment of an 

IOC to receive statutory levies and Commonwealth matching funds for provision of R&D. 

2. Based on the first step, obtain wide industry support for the proposal (industry poll). 

3. Seek the Minister’s agreement to the proposed arrangements. 

4. Settle arrangements between the Commonwealth and the industry. 

•Establish industry 'GRDC transition' leadership group 

   
•Develop industry agreed RDE vision and strategy 

   
•GRDC to develop a membership database and membership identification process 

•Undertake study into membership structural options 

•Pre-polling to test industry support for the change to an IOC 

•Industry to develop options paper and meet with the Minister for Agriculture to confirm 'in-principle' support 

•Develop information to support industry poll 

•Promote, undertake and report outcomes of the industry poll 

•Settle arrangements with the Australian Government, including legislation, statutory funding agreement, etc 

•Establish leadership group to support transition and advise interim GRDC board 

•Establish GRDC internal taskforce to guide transition (HR, Finance, Change Mgt, Government) 

•Set up company (register, constitution, finances, etc) 

•Negotiate with and transfer staff to the new organisation 

•Audit and transfer financial accounts 

•Establish new processes, contracts, rules, guidelines to realise gains from IOC structure 

•Transfer shareholding in subsidiaries across to new entity 

•Negotiate with and transfer existing R&D contracts 

•Hold Annual General Meeting (year 1) 
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5. Draft legislation and introduce it into the parliament. 

6. Minister declares the IOC to be the industry services body for R&D. 

7. Statutory funding agreement finalised.
11

 

If the Minister for Agriculture’s approval is gained, several other tasks would have to be 

undertaken to transition the organisation to an IOC. Based on our prior experience in other 

industry sectors that have made such a change and that of other IOCs, we conservatively 

estimate that this will cost at least $3-4 million in Board, staff, financial, legal and consultant 

costs. 

Reporting 

Reporting obligations for an IOC are detailed in the organisation’s statutory funding agreement 

with the Department of Agriculture. Our consultations with other IOCs found that verbal 

reporting to government typically involves: 

 two formal meetings per year with the Minister for Agriculture, 

 quarterly meetings with the Department of Agriculture, and 

 appearances before annual Senate Estimates hearings. 

Whereas, the GRDC reports to the Minister for Agriculture, the Minister for Finance, 

Department of Agriculture and the responsible Minister for general policies of government. This 

means the GRDC (as a statutory corporation) does considerably more verbal and written 

reporting to the Australian Government than would an equivalent IOC.  

Consequently, reporting requirements (both written and verbal) are reduced under an IOC 

model (see Figure 3, earlier in the report), which will free up resources to focus on RDE 

outcomes. 

General reporting requirements 

As a company limited by guarantee with annual revenue of $1 million or more, the GRDC 

would be required to: 

 prepare an annual financial report, 

 have the financial report audited, 

 prepare a directors’ report, although with less detail than that required of other companies, 

and 

 give annual reports to any member who elects to receive them.
12

 

The GRDC would also need to establish and populate a membership database. Other IOCs with 

large numbers of members have found that development of a ‘comprehensive’ database has so 

far been prohibited by cost (it could cost $3-4 million to develop, let alone maintain). Instead, 

                                                           
11 Australian Sugar Industry Alliance (2012), Establishing an industry owned company ‘Sugar Research Australia’ 

with a new statutory levy: application to the Minister for Agriculture, Fisheries and Forestry. 

12 Australian Securities and Investments Commission, Companies limited by guarantee—simplified obligations, 

www.asic.gov.au/asic/asic.nsf/byheadline/Companies+limited+by+guarantee-

simplified+obligations?openDocument (26 May 2014). 

http://www.asic.gov.au/asic/asic.nsf/byheadline/Companies+limited+by+guarantee-simplified+obligations?openDocument
http://www.asic.gov.au/asic/asic.nsf/byheadline/Companies+limited+by+guarantee-simplified+obligations?openDocument
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they have opted for ‘voluntary’ databases (members opt in annually). The set-up cost for such a 

database can still be significant, but the annual operating cost is considerably lower. 

Consequently, we conservatively estimate that in the medium term the costs and benefits of 

change broadly balance each other. In the longer term (particularly as government reporting 

requirements are tending to increase), we estimate that the benefits of the IOC model would be 

higher. 

Financial autonomy 

At 30 June 2013, the GRDC’s total equity was $180.6 million (including retained surplus, asset 

revaluation surplus, capital commitment reserve and contracted research reserve).
12

 

The GRDC has a sizeable retained surplus because the organisation enters into multi-year 

research contracts that depend on GRDC being able to source funds reliably into the future. 

Therefore the GRDC depends on its reserves to have the confidence to grow and smooth its 

RDE investment over time rather than match annual investment with the volatility of income. 

Because the GRDC’s revenue is linked to production and can rise and fall sharply, it is 

impossible to predict it with any certainty. For example, Figure 5 demonstrates that the average 

level of production of coarse grains can vary considerably year-on-year. Furthermore, from the 

GRDC Annual Report it can be seen that over the three year period from 2009–10 to 2012–13, 

the GRDC’s revenue went from $143.8 million to $196.4 million (a variation of 36%). Thus 

despite relatively consistent production volumes over this period, the value of production can 

change significantly in response to international commodity markets and exchange rate 

fluctuations (amongst others). 

Figure 5: Coarse grain production in Australia, 2000-01 to 2010-11 

 

Source: ABARES, Agricultural commodity statistics 2013 
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Unlike the IOCs, the GRDC does not have autonomy over the level of drawdown on GRDC’s 

financial reserves, whereas IOCs have complete financial autonomy to plan and implement 

operating losses. 

The restriction on GRDC’s financial autonomy results from its inclusion in the Australian 

Government’s Agriculture Portfolio Budget Statements. As a result, Agriculture and Finance 

portfolio approvals are required when the organisation wants to access its reserves, which is 

required when running an operational loss.  

The Portfolio Budget Statements 2014–15 forecast that the GRDC will have operating deficits 

of $25.740 million and $13.283 million in 2014–15 and 2015–16, respectively. The organisation 

is budgeting for an operating deficit due to growth in its RDE investment portfolio and less 

income due to the drop of pools being selected by growers and grain being sold for cash. 

A number of stakeholders consulted for this review commented that: 

 Negotiating agreement to run a budget deficit takes a great deal of time and effort, because 

the deficit appears on the Australian Government’s budget bottom line. Other stakeholders 

commented that this increased scrutiny is a good thing. 

 Running a budget deficit can have implications for the GRDC’s employment actions and 

conditions. 

 The GRDC appears to at times use its financial reserves conservatively in order to minimise 

the negotiation burden. 

It is very difficult to estimate the economic costs associated with this lack of autonomy over 

financial reserves because the benefit depends on the stock of potential RDE projects that could 

be funded. However, our consultations and analysis for this report found that although approval 

has thus been achieved this is a very significant issue that affects GRDC’s forward planning, 

employment activities and draws staff and Board resources away from the core business of the 

GRDC. 

Staff and employment 

There was consensus among stakeholders that the GRDC needs a commercial and agile 

organisational culture. A number of stakeholders commented that it is important to maintain 

good governance, but that the organisation needs to: 

 increase its focus on identifying and exploiting commercial partnering opportunities to 

leverage private-sector RDE, and 

 operate more like a corporate sector business and draw more commercial expertise into the 

GRDC team. 

They also commented that the current enterprise bargaining arrangements and delegations, 

which have resulted from the GRDC’s status as a statutory corporation, impede the adoption of 

a commercial cultural in the organisation because they make it difficult to recruit staff from the 

private sector and incentivise performance. 

The key problems appear to be: 

 salaries and delegations: potential recruits with commercial-sector backgrounds demand 

high salaries and delegations, and 
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 autonomy over employment terms and conditions: the GRDC was required to develop an 

enterprise agreement by the Minister for Agriculture. The current agreement expired on 

31 December 2013, and a new agreement is still being negotiated with staff and the 

Agriculture portfolio. GRDC is now being required by the Minister for Agriculture to 

comply with all aspects of the recently announced 2014 Bargaining Policy Framework. 

If the GRDC were to become an IOC, it would have greater staffing and employment flexibility. 

This could help to achieve a more commercial culture. Interviews with other IOCs confirmed 

that they ‘hire and fire’ like the private sector and have a very strong focus on commercial 

performance. They do not believe that they could operate that way under a statutory corporation 

model, because: 

 despite the fact that their employees would not be Public Service Act 1999 employees, many 

of the terms and conditions of employment deriving from that legislation would be forced 

upon the organisation via the enterprise agreement, and 

 it is harder to attract potential private-sector recruits into a government organisation. 

Therefore, we find that the shift to an IOC could: 

 improve staff culture, because the GRDC could be more agile in its staffing decisions and 

could foster a more commercial culture, but it could also 

 increase staff costs, because private-sector recruits will demand salaries that are competitive 

with their current remuneration. 
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Appendix A: Stakeholder Feedback 

To inform the development of this Final Report, Marsden Jacob consulted stakeholders more 

deeply and broadly on the issues and questions set out in Table 12 in Phase 4 of the review. 

Table 12:  Key issues and questions for the next phase of consultation 

Key issue Questions 

Accountability 
and focus 

 

 How well is grains RDE responding to the major changes in the industry? 

 Are statutory corporation (SC) operating requirements materially impeding RDE? 

 Is there any evidence that an SC or IOC can more effectively engage with private 
RDE providers? 

 Is the SC model of accountability too far at ‘arm’s length’ from growers? 

 Will an IOC model clearly improve accountability to levy-paying growers? How, 
or why not? 

 

Institutional 
durability 

 

 Do you think politicisation (undue influence being exerted by groups of growers) 
of or by levy payers or other stakeholders is a major concern for either the SC or 
the IOC model? 

 Can processes and procedures used by the GRDC or other IOCs adequately 
mitigate those risks? 

 Is an industry-led RDE vision and strategy necessary? If so, how might it be 
established? 

 Is a skills-based Board a necessary requirement in either an SC or an IOC model? 

 How might a skills-based Board incorporate grower representation 
appropriately? 

Balancing the 
benefits and 
costs 

 

 Are there important benefits and costs for the SC or IOC models that are not 
identified in this report? 

 The financial and time costs of change to an IOC are large. Do you think the 
benefits of change outweigh the costs? 

 

Hybrid model  

 

 Should a hybrid model be pursued under an SC as a matter of course? 

 Are the suggested improvements the right ones? Are there others? 

Source: Marsden Jacob Associates, 2014. 

Public call for submissions 

To inform the review a public call for industry submissions was made on the Draft Consultation 

Report. The call for submissions opened on 24 June and closed on 21 July 2014. Nine (9) 

submissions were received and were published on the Marsden Jacob review website: 

Submission #1 - Tasmanian Farmers and Graziers Association  

Submission #2 - Western Australian Farmers  

Submission #3 - NSW Farmers' Association  

Submission #4 - Grain Growers Limited  

Submission #5 - WA Grains Group  

Submission #6 - Department of Agriculture and Food Western Australia  

http://www.marsdenjacob.com.au/cms/images/stories/MJA/tfga%20submission%20to%20grdc%20draft%20report.pdf
http://www.marsdenjacob.com.au/cms/images/stories/MJA/wafarmers%20submission%20to%20grdc%20draft%20report.pdf
http://www.marsdenjacob.com.au/cms/images/stories/MJA/nsw%20farmers%20submission%20to%20grdc%20draft%20report.pdf
http://www.marsdenjacob.com.au/cms/images/stories/MJA/graingrowers%20submission%20to%20draft%20report.pdf
http://www.marsdenjacob.com.au/cms/images/stories/MJA/wagg%20submission%20to%20grdc%20draft%20report.pdf
http://www.marsdenjacob.com.au/cms/images/stories/MJA/dafwa%20submission%20to%20grdc%20draft%20report.pdf
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Submission #7 - Pastoralists & Graziers Association of Western Australia 

Submission #8 - Grain Producers SA 

Submission #9 - AgForce Queensland 

Interview 

In addition, a number of interviews were conducted with the following organisations and 

individuals over the course of the project to explore particular issues in greater depth. We would 

like to thank all those who made formal and informal submissions to this review, and 

participated in stakeholder consultation, including: 

 AgForce 

 Australian Export Grains Innovation Centre 

 Australian Government Department of Agriculture 

 Australian Government Department of Finance 

 Australian Grain Technologies 

 BASF 

 CSIRO 

 Dairy Australia 

 Department of Agriculture and Food Western Australia 

 Grain Growers Limited  

 Grain Industry Association of Western Australia 

 Grain Producers South Australia 

 Grains Research and Development Corporation – Board 

 Grains Research and Development Corporation – Senior Executive Team 

 Grains Research and Development Corporation – Regional Panel Chairs 

 Intergrain 

 Meat and Livestock Australia 

 Monsanto 

 Murdoch University 

 NSW Department of Primary Industries 

 NSW Farmers Association 

 Syngenta 

 Tasmanian Farmers and Graziers Association 

 University of California (Davis) 

 The University of Melbourne 

 Victorian Farmers Federation 

 Western Australian Farmers Federation (WAFarmers) 

http://www.marsdenjacob.com.au/cms/images/stories/MJA/pga%20submission%20to%20grdc%20draft%20report.pdf
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 WA Grains Group 

 Chris Moffatt, former Director AWB, grain producer 

 Keith Perrett, former Chairman, Grains Research and Development Corporation 

 Peter Reading, former Managing Director, Grains Research and Development Corporation 

 Dr Bruce Standen, former Managing Director, Australian Meat and Livestock Corporation 

Key points from the interviews and submissions 

The following key points emerge from the formal and informal submissions received as part of 

this review: 

1. All stakeholders agree that the GRDC is operating in an increasingly dynamic RDE 

environment with substantial domestic and international changes in the grains industry. 

2. All submissions, from organisations representing levy payers, called for enhanced 

accountability to levy payers. 

3. There is general consensus that the GRDC needs to be a commercial agile organisation to 

help the grains industry meet future challenges. Employment and financial management 

autonomy were identified in the majority of submissions as being critical. 

4. Opinion is split on the preferred structural form of the GRDC: 

o Four (4) submissions called for the GRDC to be transitioned to an IOC: Western 

Australian Farmers; WA Grains Group; Department of Agriculture and Food 

Western Australia; and AgForce Queensland. 

o Four (4) submissions called for the adoption of the hybrid model: NSW Farmers' 

Association; Grain Growers Limited; Pastoralists & Graziers Association of 

Western Australia; and Grain Producers SA. 

5. There is general consensus that the industry needs to develop a grains industry agreed RDE 

vision and strategy. 

6. There is general consensus that the GRDC must have a skills based Board, but some 

stakeholders believe there should also be representative (grower and/or regional) Board 

members. 

The submissions and stakeholder feedback is summarised in more detail below. 

Detailed summary of submissions and interviews 

Stakeholder feedback from submissions and interviews is summarised in Table 13. 

Table 13:  Stakeholder feedback 

Issue Feedback 

GRDC’s 
Operating 
Environment 

Interviews with and submissions from industry peak bodies, levy payers, and private 
and public sector research providers confirmed that the GRDC is operating in an 
increasingly dynamic RDE environment that has changed considerably since the GRDC 
was formed in 1990. 

 

Clarity of role 
and purpose 

Mixed perspectives were offered on the GRDC’s clarity of role and purpose. Feedback 
included: 

- strong support for the GRDC’s strategic focus and investment portfolio in research 
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Issue Feedback 

and development. 

- concern that the strategic focus and investment portfolio lacks adequate levy payer 
input. 

- concern that the broader industry does not have an industry agreed RDE vision and 
strategy, as is the case for other industries, and thus lacks strategic direction. 

To improve clarity of role and purpose for the GRDC, there was unanimous support 
for the development of a grains industry RDE vision and strategy: 

- The industry strategy needs to be a high level strategy with a 20-25 year vision, akin 
to strategies that set the direction for other IOCs. 

- The Grains Industry RD&E strategy needs to continue to be supported and would 
form a useful building block to inform the development of an industry agreed RDE 
vision and strategy. 

- The GRDC needs an industry led strategy that is developed by the peak body of grain 
farmers, not the GRDC. This vision and strategy could then triage into a National 
Grains RDE Strategy and the GRDC’s strategic and operational planning processes. 

 

GRDC role A number of stakeholders commented that the role of the GRDC has changed since it 
was initially established. Feedback included: 

- The GRDC needs to do more work in ‘development’ (D) and ‘engagement’ (E) to 
ensure ‘research’ (R) is implemented by growers. This is driven by the withdrawal of 
state governments from RDE; and the growing distance between researchers and 
growers. 

- The future of the GRDC will involve stronger links with the private sector ‘R’ and ‘E’ 
providers. Stakeholders believe there needs to be more international research 
partnerships to fast track international collaboration on research projects. 

- The GRDC is going to need to partner differently with universities and the CSIRO 
because they don’t have the commitment to grains and agriculture that they had 
previously. Curtin University funding agreement is seen as a positive development. 

- The GRDC needs to be able to have true collaborations with the private sector that 
is uninhibited by potential confidentiality issues. 

- The focus is too much on RDE within the farm gate. RDE needs to be looking for 
productivity and profitability enhancing opportunities across the entire supply chain. 

- If the status quo is maintained it puts at risk Australia’s ability to keep pace with 
international advances. 

There was consensus that: 

- it is critical that industry representation and service delivery functions must be kept 
separate; and 

- the GRDC needs to be a commercially focused an agile organisation that is focused 
on improving the profitability and productivity of Australia’s grain growers. 

 

Accountability 
and focus 

 

Statutory Corporation model 

Under the statutory corporation model, stakeholders commented that the GRDC is 
more accountable to the Australian Government. This is because the GRDC has: 

- a growing set of Australian Government accountabilities (see GRDC annual report) 
including: 

- Minister for Agriculture, under the PIRD Act 1989 

- Minister for Finance, under the PGPA Act 2013 

- Department of Agriculture, under the PIRD Act 1989 

- Minister for Finance, under various Rules 
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Issue Feedback 

- under other general policies of government 

- under the National Research Priorities 

The GRDC is accountable to the grains industry through the representative 
organisation, Grain Producers Australia and the GRDC Board. 

Stakeholders commented that: 

- there needs to be better engagement with growers at the “grass roots” level. A half 
day twice a year is completely inadequate to oversee a corporation that is custodian 
of millions of dollars paid by growers. 

- there is no benefit to be gained from further reporting requirements being imposed 
on the GRDC. The amendments to the PGPA and PIRD Acts are forcing the GRDC to 
operate increasingly as an arm of government rather than being a grower focused 
organisation. 

- the risk of ‘government capture’ resulting from legislative amendments needs to be 
assessed. 

Industry-owned model 

Under an industry owned model the GRDC has: 

- streamlined, but still clear accountabilities to the Australian Government: 

- Statutory Funding Agreement  

- National Research Priorities 

- stronger accountability to grain growers as they would be members of the industry 

owned corporations. 

- improved autonomy in decision making on financial and employment matters. 

Levy payers want more direct accountability 

Both formal and inform submissions to this review (from both levy payers and the 

grains industry more broadly) called for enhanced accountability to levy payers. 

The levy payers and grains industry (more broadly) commented that: 

- both a hybrid model and a potential future IOC needs to recognise the GRDC 
belongs to growers, 

- heightened accountability to levy payers is needed to ensure the GRDC delivers the 
best possible RDE benefit for the Australian grains growing industry, and  

- increased accountability will help ensure that levy payers can see the R&D being 
extended on-ground and through the supply chain. 

There was also broad consensus that: 

- government and levy payers have a shared interest and there needs to be balanced 
accountability. However, concerns were raised that the Australian Government can 
change legislation that affects industry RDE without any levy payer consultation 
because it is in the “best interest of government”. 

- representative functions need to be kept separate from RDE service functions. 

- the GRDC’s Regional Panels are working well, but the avenues for levy payers ideals 
and views to be heard and considered need to be strengthened.  

- the establishment of regional general meetings would be a positive means of 
improving accountability and engagement with levy payers. 

Stakeholders perspectives were split on the following issues: 

- Impact of the changing regulatory environment: Changes to the PIRD Act and PGPA 
Act were viewed by some as regulatory, operational and accountability risks that may 
constrain the GRDC in areas of business development and strategic partnering. While 
others viewed the changes as valid requirements of an organisation in control of 
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Issue Feedback 

collecting and spending public and levy payer’s funds. 

- The impact of increased levy payer accountability on RDE outcomes. Some 
submissions questioned whether a shift to more accountability to levy payers would 
improve the RDE outcomes. 

Authority and 
decision-
making 

Stakeholders offered mixed perspectives on authority and decision-making: 

- The status quo model maintains a close link to government which supports balanced 
and stable decision-making. 

- If a change is made the model will need to have stability and strength. 

- The status quo model reduces the GRDCs autonomy (relative to an IOC), particularly 
where financial management and recruitment are concerned.  

- Under the new legislation, the Minister for Agriculture decides, in consultation with 
government and industry, the makeup of the Board and the selection of the Chair, 

- Under the new legislation, the Minister for Agriculture has the authority to 
shutdown the organisation. 

- Some stakeholders believe the status quo model has a range of mechanisms for levy 
payers to provide input to GRDC priority setting, whereas others 

- believe the status quo model has limited opportunity for levy payers to provide 
input to GRDC priority setting. This needs to be improved so that growers have 
genuine avenues for their ideas to be heard. They agreed this could be improved by 
holding regional annual general meetings (AGMs). 

 

Institutional 
durability 

 

The vast majority stakeholders agreed that the statutory corporation had provided to 
be a durable institutional structure that had resulted in the GRDC being a respected 
institution.  

However, perspectives were split on whether the statutory corporation or IOC model 
would be more durable into the future: 

- Diminishing levy payer ownership and accountability: Concerns were raised about 
changing accountabilities that are reducing the GRDC’s accountabilities to levy 
payers, which is the opposite of what the grains industry wants. 

- Sovereign risk: A number of stakeholder commented that the Australian 
Government is actually a more significant risk to the GRDC as a statutory corporation, 
because: 

a. The organisation is being slowed down by bureaucratic processes and 
culture (that result from the statutory corporation structure) and this 
threatens the GRDC’s ability to respond to a rapidly changing operating 
environment. 

b. Levy payers do not have ownership of decisions that impact on their future. 

c. Recent changes to key legislation demonstrate that the Commonwealth 
Government can change the operating environment of the GRDC, without 
the agreement of levy payers. 

Politicisation risk was also noted as a key challenge for an IOC, because the industry is 
not united and there are strong factional divisions between different grower groups 
and peak industry bodies: 

- Some thought the risk could be managed through strong director selection process, 
an industry agreed RDE vision and strategy and clear lines of engagement between 
the GRDC and levy payers can manage the risks of politicisation, while 

- Others thought the risk was elevated under an IOC model because they have less 
recourse to the Minister to ultimately adjudicate. 

 

Balancing the Four (4) submissions called for the adoption of the Hybrid Model: NSW Farmers' 
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Issue Feedback 

benefits and 
costs 

 

Association; Grain Growers Limited; Pastoralists & Graziers Association of Western 
Australia; and Grain Producers SA. They did not believe that the benefits from 
changing to an IOC structure outweigh the costs: 

- The present evidence to support the need for change, which results from the 
constrained terms of reference, difficulty in capturing ex post research benefits, and 
no clear being presented on which to assess potential changes on the flow of benefits 
to grain levy payers. 

- Further information on the specific drivers of costs and benefits to the GRDC under 
its present arrangements as a statutory corporation, against which new governance 
arrangements can be assessed is desirable. This would require an organisation 
governance (efficiency and effectiveness) review be undertaken. 

- A detailed cost benefit analysis of the three alternative options is critical 
information for industry as it seeks to communicate a case for change. 

- There needs to be additional objective research carried out on the pro’s and cons of 
each structure involving a review of the historic performance of the IOC structured 
RDCs as compared to the statutory corporation structured RDCs. This then needs to 
be extrapolated out for the next 20 years overlayed with the likely evolution of both 
the broader Australian political environment and the grains industry specifically. 

Whereas others believe that the benefits from the change would outweigh the cost. 
Four (4) submissions called for the GRDC to be transitioned to an IOC: Western 
Australian Farmers; WA Grains Group; Department of Agriculture and Food Western 
Australia; and AgForce Queensland. Those in favour of the change pointed to 
(amongst others): 

- The need for a commercial and agile GRDC that can effectively operate and partner 
in a rapidly changing environment, 

- Lack of autonomy and constraints relating to financial management, employment 
and subsidiary as being existing and future impediments to both current and future 
organisational function and RDE outcomes. 

 

Status quo 
model 

 

No formal or informal submissions from the grains industry explicitly argued for the 
retention of the status quo model. TFGA suggested that a range of consultations 
occur before decisions about structure are made. 

 

Hybrid model  

 

Four (4) submissions called for the adoption of the Hybrid Model: NSW Farmers' 
Association; Grain Growers Limited; Pastoralists & Graziers Association of Western 
Australia; and Grain Producers SA: 

- the industry should immediately enter into discussions with Government over the 
adoption of hybrid governance arrangements, that reduce ‘red tape’ and increase 
industry oversight. 

- the grains industry and GRDC should pursue changes and exemptions to the 
operating environment to facilitate the move to a hybrid governance model, allowing 
for the move to a potential IOC in the future. 

- regional annual general meetings as a way to engage with growers and improve 
accountability of the GRDC is an excellent idea and one that should be pursued. These 
meetings would be a proactive step in ensuring grower ownership is maintained. 

- by adopting some of the key features of an IOC under a hybrid model the benefits 
could be gained immediately, whilst giving time for a transition to occur lessening the 
short term impact. Some of these benefits, as documented by Marsden Jacob include 
increasing organisational flexibility paving the way for governance changes to better 
align accountabilities and operations of the GRDC with levy payers. 

Some concerns were raised about whether the government would be willing to grant 
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Issue Feedback 

exemptions that would increase the organisation’s financial and employment 
autonomy. Others noted that it was only fair that the GRDC have the same autonomy 
accorded to IOCs. 

A number of submissions called for the hybrid model ‘step’ to be minimised or 
avoided, if possible, because the industry needs a clear direction and these 
stakeholders preferred the IOC model. 

 

Industry-
owned 
corporation 
model 

 

Four (4) submissions called for the GRDC to be transitioned to an IOC: Western 
Australian Farmers; WA Grains Group; Department of Agriculture and Food Western 
Australia; and AgForce Queensland. Most of these submissions acknowledged that 
key pre-requisites are not currently in place and are critical to the change being 
successful: 

- key pre-requisites were identified as being an industry agreed RDE vision and 
strategy, a membership database and strong Board selection processes,  

- the new structure must be sound and robust, and maintains a clear vision which 
continues to promote a profitable and sustainable grains industry into the future, and 

- the transition needs to be made over a few years so that it is a well-developed and 
resilient structure can be implemented. 

There was consensus that an ‘unlisted public company limited by guarantee’ is the 
most appropriate corporate structure. 

Those who supported the change recognised that there are significant costs involved, 
but they believed the IOC structure would be worthwhile as it would facilitate better 
outcomes from growers to be achieved in the long term, because: 

- Legislative requirements make the GRDC less flexible, less responsive and less able 
to support innovation. 

- The statutory corporation does not protect growers rights. The new legislation 
lessens accountability to growers and prior experience has demonstrated that 
minority interests can drive government decision-making to the detriment of 
statutory corporations. 

Concerns around the change to an IOC related to:  

- Industry alignment and de-politicisation needs to occur before real progress can be 
made towards an agreed GRDC structure; 

- The financial cost of transitioning the organisation; 

- Constraint on resources during the period of change; and 

- Lack of structural consistency across Australia’s RDCs. 

 

Effective 
partnerships 
with private 
RDE providers 

A range of perspectives have been received on the ability of the GRDC to achieve 
effective partnerships: 

- The GRDC has been able to strike effective partnerships with government (state and 
Commonwealth), universities and private research and extension organisations. 

- Process and cultural issues have undermined the ability for some private sector 
organisations to strike effective partnerships with the GRDC, for example one private 
research provider commented that they invested in a ‘concept’ level project with the 
GRDC that had real promise. But, when they wanted to move to ‘commercialising’ the 
outcomes of the research they were very disappointed that the research findings that 
were generated in partnership with the GRDC were shared with their competitors 
and the commercial advantage from the ‘concept’ investment was lost. They are now 
more cautious about how they engage with the GRDC. 

- Changes to the PGPA Act may limit the capacity for the GRDC to engage in a 
commercially agile fashion due to the need to table certain arrangements (creation of 
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Issue Feedback 

subsidiaries) with the Australian Parliament. Further analysis needs to be undertaken 
on this issue. 

- Of the 15 RDC’s there is no obvious significantly better engagement with RDE 
providers between those that are IOCs and statutory corporations. 

Board Board selection was identified as a key consideration under all of the models. A 
number of submissions made the following commented on this issue: 

- Clear, formal and transparent selection and election processes were called for by all 
submissions that commented on this issue. 

- Most submissions preferred a ‘skills based Board’, with a number calling for a 
stronger emphasis on specific industry based skills. 

- Great accountability between the Board and growers would be a beneficial outcome 
and could be facilitate through minimum representation of growers on the GRDC 
Board.  

- Under an IOC structure having grower members at the general meeting and 
directors with fiduciary responsibilities (under the Corporation Act) may bring 
accountabilities closer to the farm gate. 

- Some submissions called for a ‘skills based Board’ with proportional representation 
(by production zone). Because, they believe there is an eastern state bias on the 
Board, which is exacerbated by the GRDC being based in Canberra. 

- Others called for the mandating of majority grower representation upon the Board. 

 

Membership / 
Levy payers 

A number of submissions called for the establishment of a levy payer database that 
will facilitate a better understanding of industry profile, structure and composition. 
Many stakeholders commented that they do not believe the current database 
accurately identifies who the levy payers are, and they further commented that this is 
a major threat to the GRDC.  
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Appendix B: Primary Industries Research and 
Development Act 1989 

In 2013, the Rural Research and Development Legislation Amendment Act 2013 was passed by 

the Australian Parliament, amending the Primary Industries and Energy Research and 

Development Act 1989 (the PIERD Act) and other related Acts governing such matters as levy 

collection. 

The key amendments to the PIERD Act, include: 

 changing the name of the legislation - the PIERD Act was renamed the Primary Industries 

Research and Development Act 1989 (PIRD Act); 

 increasing RDC flexibility - statutory RDCs can now undertake marketing and receive 

voluntary contributions; 

 industry control of Board selection processes has been reduced; and 

 increasing reporting and compliance - statutory RDCs are required to develop funding 

agreements with the Australian Government (this is already a requirement of IOCs). 

 

Increasing Flexibility: Marketing and voluntary contributions 

Under the new PIRD Act, statutory RDCs can now fund and adMinister marketing related to 

products of primary industries (see Box 1). However (as is the case for the IOCs), the statutory 

RDCs can only undertake marketing with funds from a new marketing levy if this is established 

by the industry and the Commonwealth will not match any marketing levy funds collected. 

This is a key change to the legislation as previously (under the former PIERD Act) if the 

industry wanted an RDC to fund and adMinister marketing activities the only option was for the 

industry to establish an IOC. In 2011, the Productivity Commission identified that: 

 a key difference between the statutory corporations and the IOCs is “The former are solely 

responsible for funding R&D and related extension activity … In contrast, the IOCs also 

have marketing and, in some cases, industry representation functions.” (page XVII)  

 the “impetus for the creation of IOCs – which provide services additional to R&D (see 

below) – came from a desire by some industries to integrate separate R&D and marketing 

bodies.” (page 25). 

Interviews undertaken to inform this study have confirmed that for most of the current IOCs, the 

limitations relating to marketing and receiving voluntary contributions under the PIERD Act 

were amongst the key reasons for their change from a statutory corporation model to an IOC 

legal structure.  

 

Board selection: Industry responsibility has been reduced 

Under the PIERD Act the representative organisation was integrally involved in the selection of 

the Board of the GRDC, because the representative organisation would “nominate to the 

Minister persons for appointment to the Selection Committee” (Section 124, 1) and the  
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 Minister must appoint the persons nominated by the representative organisation or 

representative organisations; or  

 Where the Minister is not satisfied that a person nominated for appointment should be 

appointed, the Minister may reject the nomination and request another nomination (Section 

124, 3 & 4). 

Under the PIRD Act (the amended PIERD Act), the government has amended the director 

selection process. The directors of the GRDC are still appointed by the Minister for Agriculture 

and nominated by a Selection Committee (under Part 4 of the PIRD Act). Except that: 

1. The presiding member makes nominations to the Minister for membership of the Selection 

Committee after “consultation” with the industry representative organisation; 

2. Selection Committee makes nominations to Minister for appointment to RDC Board. 

Nomination is based on diversity of expertise, experience and gender, details of which must 

be provided to Minister. 

3. The Selection Committee also has to provide a ‘reserve’ list to the Minister to draw on if a 

candidate withdraws or is deemed unsuitable by the Minister. 

 

Increased Accountability to the Australian Government: Reporting and Compliance 

The amendments to the PIRD Act increase the GRDCs reporting requirements and 

accountabilities to the Australian Government. In summary: 

 statutory corporation are now required to agree and implement a statutory funding 

agreement with the Australian Government Department of Agriculture. Previously, only 

IOCs were required to have statutory funding agreements with the Australian Government,   

 the statutory funding agreement is anticipated to cover GRDC’s activities at a much greater 

level than is currently the case, 

 under the statutory funding agreement the Department of Agriculture (rather than Minister) 

will have an ability to ‘monitor’ and ‘manage’ GRDC compliance at greater level, and 

 statutory funding agreements are anticipated to include various obligations to report and 

account to DA, as well as rights for DA to suspend/recover ‘Commonwealth payments’ if 

misspent by GRDC or GRDC is otherwise in default. 

As a result, whereas the IOCs report to the Minster for Agriculture through their establishing 

legislation, the Department of Agriculture through the statutory funding agreement and ASIC, 

statutory corporations also report to the Minister for Finance (PGPA Act) and also report to 

government through general provisions of government (See Figure 6). 
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Figure 6: Reporting Accountabilities to the Australian Government, GRDC & IOC 

 

Source: Marsden Jacob Associates, 2014. 

Furthermore, whereas the IOCs reporting requirements to the Australian Government are all 

specified in the statutory funding agreement, the GRDC has to meet the following 

accountability and reporting requirements. 

Table 14:  Accountability and reporting requirements 

Legislation / 

Agreement 

Reporting and 

duration 

Requirements Approval 

PIRD Act R&D Plans – 5 

years duration, 

with annual 

review 

The R&D Plan must include: 

 statement of the GRDC’s objectives 

and priorities for the period; 

 outline of the strategies that will be 

adopted to achieve the objectives 

Minister for 

Agriculture 

 Annual 

Operational Plan 

(AOP) 

The AOP must: 

 specify the broad groupings of R&D 

activities that the GRDC proposes to 

fund during the financial year. 

 describe how and to what extent 

they will: give effect to the R&D 

Plan, and pursue the strategies in 

the R&D Plan. 

 provide an estimate of: total 

amounts likely to be spent and paid 

by the GRDC 

Minister for 

Agriculture – no 

longer required to 

pre-approve. 

 Annual Report The GRDC must produce an annual 

report in line with the CAC Act 

Minister for 

Agriculture 

Representative 

GRDC

Minister for 
Agriculture, 
under the 
PIRD Act

Responsible 
Minister, 

under General 
Policies of 

Government 
(several)

Department 
of 

Agriculture, 
under the 

SFA

Minister for 
Finance 

under the 
PGPA Act

IOC

Minister for 
Agriculture, 

under 
establishing 
legislation

Department 
of 

Agriculture, 
under the 

SFA

ASIC, under 
the 

Corporations 
Act
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Legislation / 

Agreement 

Reporting and 

duration 

Requirements Approval 

organisation 

(consulted) 

 Annual reports of 

Selection 

Committee 

Presiding Member of the Selection 

Committee for the GRDC must report on 

the annual operations of the Selection 

Committee 

Minister for 

Agriculture 

Statutory 

Funding 

Agreement
13

 
 

 

 

Strategic Plan Must cover a three to five year period 

and be reviewed at least once every 

year. 

The Strategic Plan overlaps with the R&D 

Plan under the PIRD Act but has several 

additional requirements, such as 

collaboration with other RDCs, 

assessment of the RDC’s operating 

environment 

Department of 

Agriculture 

 Annual Operating 

Plan 

Annual Operational Plan to implement 

the Strategic Plan. 

Department of 

Agriculture 

 Annual Report Compliant with the Corporations Act 

2001 

Department of 

Agriculture 

 Risk Management 

Plan 

This plan must be developed and 

reviewed at least every 3 years. 

Department of 

Agriculture 

 Fraud Control 

Plan 

This plan must be developed and 

reviewed at least every 3 years. 

Department of 

Agriculture 

 Intellectual 

Property 

Management Plan 

This plan must be developed and 

reviewed at least every 3 years. 

Department of 

Agriculture 

 Compliance Audit 

Report 

RDC compliance with its obligations 

under application of the funds (clause 6) 

and management of the funds (7) 

Department of 

Agriculture 

 Certification 

Report 

Compliance with the obligations under 

the Act 

Department of 

Agriculture 

                                                           
13

  Notes: 1. The analysis assumes the GRDC Statutory Funding Agreement will mirror the Dairy Australia 
agreement, except that approval is from the Minister not the Board, accessed at 
www.dairyaustralia.com.au/~/media/Documents/Industry%20overview/About%20Dairy%20Australia/Statutory%20
Funding%20Agreement/Statutory%20funding%20agreement%20signed%20June%202013%20for%20web.pdf, on 
5 May 2014  

 

http://www.dairyaustralia.com.au/~/media/Documents/Industry%20overview/About%20Dairy%20Australia/Statutory%20Funding%20Agreement/Statutory%20funding%20agreement%20signed%20June%202013%20for%20web.pdf
http://www.dairyaustralia.com.au/~/media/Documents/Industry%20overview/About%20Dairy%20Australia/Statutory%20Funding%20Agreement/Statutory%20funding%20agreement%20signed%20June%202013%20for%20web.pdf
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Legislation / 

Agreement 

Reporting and 

duration 

Requirements Approval 

 Other audit 

reports 

If in the reasonable opinion of the 

Commonwealth the RDC is in breach it 

may request audit reports 

Department of 

Agriculture 

 Review of 

Performance 

The RDC must complete a Performance 

Review at a frequency nominated by the 

Commonwealth 

Department of 

Agriculture 

 

Definitions, Functions and Powers 

The amendments to the PIRD Act have changed some of the functions of statutory corporation 

RDCs. The key changes in the functions are summarised in Table 15. The functions of an RDC, 

as they are defined in the PIRD Act, are summarised in Box 1.  

These changes do not adversely impact the GRDC, but they confirm that the Australian 

Government has the power to change the functions and powers. 

Table 15:  Functional Changes 

 PIRD Act PIERD Act 

Section 4: 

Definition of 

R&D 

R&D activity, in relation to a primary industry 

or class of primary industries, means: 

(b)  the development of persons to carry out 

research and development in respect of that 

industry or class; 

R&D activity, in relation to a primary 

industry or class of primary 

industries, means: 

(b)  the training of persons to carry 

out research and development in 

respect of that industry or class 

Section 11: 

Functions 

(commercialis

ation) 

to disseminate and commercialise, and 

facilitate the dissemination, adoption and 

commercialisation of, the results of research 

and development in relation to the primary 

industry or class of primary industries in 

respect of which the Corporation was 

established 

to facilitate the dissemination, 

adoption and commercialisation of 

the results of research and 

development in relation to the 

primary industry or class of primary 

industries in respect of which the 

Corporation was established 

Section 12: 

Powers 

(c)  make intellectual property and other 

applications, including joint applications, in 

relation to the results of research and 

development 

(c) make applications, including joint 

applications, for patents 
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Box 1: Functions (Part 2, Division 1, Section 11) 

The functions of an R&D Corporation are: 
(a)  to investigate and evaluate the requirements for research and development in relation to 
the primary industry or class of primary industries in respect of which it was established and, 
on the basis of such investigation and evaluation: 
      (i)  to prepare an R&D plan under section 19; and 
      (ii)  to review and revise the plan; and 
(b)  to prepare an annual operational plan under section 25 for each financial year; and 
(c)  to co-ordinate or fund the carrying out of R&D activities that are consistent with the annual 
operational plan prepared by the Corporation and in force at the time; and 
(d)  to: 
      (i)  monitor; and 
      (ii)  evaluate; and 
      (iii)  report to the Parliament, the Minister and its representative organisations on; 

R&D activities that are co-ordinated or funded, wholly or partly, by the Corporation; and 
(da)  to: 
      (i)  assess; and 
      (ii)  report to the Parliament, the Minister and its representative organisations on; 

the impact, on the primary industry or class of primary industries in respect of which the 
Corporation was established, of R&D activities that are co-ordinated or funded, wholly or 
partly, by the Corporation; and 

(e)  to disseminate and commercialise, and facilitate the dissemination, adoption and 
commercialisation of, the results of research and development in relation to the primary 
industry or class of primary industries in respect of which the Corporation was established; and 
(ea)  if a levy attached to the Corporation has a marketing component—to carry out 
marketing activities for the benefit of the primary industry or class of primary industries in 
respect of which the Corporation was established; and 

(f)  such other functions as are conferred on the Corporation by this Act or any other Act. 
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Appendix C: Public Governance, Performance 
and Accountability Act 2013 

On 1 July 2014, the Commonwealth Authorities and Companies Act 1997 (CAC Act) and the 

Financial Management and Accountabilities Act 1997 (FMA Act) are superseded by the Public 

Governance, Performance and Accountability Act 2013 (PGPA Act). As a result of this change, 

all Australian Government authorities, corporations, departments and agencies operating under 

the FMA Act and CAC Act (including the GRDC) are regulated under the PGPA Act. 

Figure 7: Public Governance, Performance and Accountability arrangements 

 

 

Implications for the GRDC 

These changes highlight that, as a statutory corporation, the Australian Government is 

imposing: 

 new duties on the Board; 

 new duties on all staff (officials); 

 new planning, budgeting and reporting requirements; 

 new restrictions on the ‘use of public moneys’; 

 new rules that governing the ‘use of public moneys’; and 

 constraining the development of subsidiary entities. 

This confirms that the GRDC is subject to a number of strategic risks: 

Regulatory risks: e.g. regulatory creep over time that is seeing the GRDC having to operate 

under governance rules and requirements that are ill-suited to RDE outcomes.  

Operational risks: e.g. operating requirements, rules and guidelines are being aligned across 

corporate and non-corporate government entities. The GRDC is unable to develop requirements, 

rules and guidelines that best match their operating requirements and respond to the 

requirements of their other key stakeholders ‘levy paying growers’. 

Accountability risks: e.g. alignment and changes to roles and responsibilities is reducing the 

accountability to growers and strengthening the accountability to the Australian Government. 

 

 

Public Governance, Performance and Accountability Act 2013 

Commonwealth Authorities 
and Companies Act 1997 

Financial Management and 
Accountabilities Act 1997  
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Terminology 

For context, it is important to recognise that certain terminology is changing under the PGPA 

Act: 

 the Act maintains a distinction between ‘corporate Commonwealth entities’ (old CAC 

authorities, include GRDC) and ‘non-corporate Commonwealth entities’ (old FMA 

agencies); 

 GRDC Board will be an ‘accountable authority’; 

 GRDC directors and staff will be ‘officials’ (does not include consultants, unless prescribed 

in the regulations); 

 GRDC money and property is ‘relevant money’ and ‘relevant property’, both of which are 

‘public resources’; and 

 ‘Rules’ are legislative instruments made by the Finance Minister under the PGPA Act. 

 

New Duties - Board 

The PGPA Act will impose a number of new collective duties on ‘accountable authorities’ 

(i.e., the GRDC Board), including: 

 proper use and management of public resources. This is a newly cast requirement that 

comes from the FMA Act. It imposes on the organisation a requirement to ensure the 

efficient, effective and ethical use of public resources; 

 the establishment of risk management and internal control systems. This is a new 

requirements that amongst other things puts an explicit obligation on the Board and chief 

executive to ensure the organisation deals explicitly with capability; 

 an obligation to encourage officials to “cooperate with others to achieve common 

objectives”. This is a new requirement that increases the alignment with government. 

Government needs to operate as a coherent whole; 

 an obligation to consider the risks and effects of “imposing requirements on others to 

manage public resources”. This is a new requirements that requires that the organisation 

ensure that it does not place an unnecessary burden. 

 reporting obligations to Minister and Finance Minister are maintained and strengthened. 

 

New Duties – Staff (officials) 

The new PGPA Act will (amongst others) require the GRDC: 

 to extend duty of care provisions across the workforce. This requirement previously only 

applied to the Board and the Senior Executive. This change brings the GRDC into 

alignment with other government departments and agencies; 

 not to improperly use position or information; and 

 to disclose ‘material personal interests’. 
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These requirements will impose an administrative (training of all staff) and reporting burden on 

the organisation. 

 

Planning, Budgeting and Reporting 

The PGPA Act will require the accountable authority (i.e. Board) to: 

 prepare a corporate plan for the Minister, including a statement of how the Australian 

Government’s ‘key priorities and objectives’ are being met; 

 prepare budget estimates for the Finance Secretary each financial year (this has been carried 

over from the CAC Act); 

 prepare an annual financial performance statement against GRDC’s purposes (as part of its 

annual report). This is a new requirement; and 

 keep records and measure GRDC’s performance in achieving its purposes. This is a new 

requirement. 

 

Restrictions on the ‘use of public moneys’ 

Under the PGPA Act:  

 the Finance Minister still has power to issue government policy orders (or GPOs) that are 

binding. A government policy order is a legislative instrument so it must be complied with; 

 the Finance Minister has the power to pay appropriated monies to GRDC in instalments as 

considered appropriate by the Finance Minister, subject to other legislation that requires 

payment. This is a new requirement; 

 Restrictions around banking, investment and borrowing of money as per Rules, noting 

Finance Minister approval is still required. This has been carried over from the CAC Act; 

and 

 Granting indemnities, guarantees and warranties may now contain new requirements as per 

Rules. This has been brought across from the FMA Act. 

 

Rules governing the ‘use of public moneys’ 

Rules – are statutory instruments made by the Finance Minister that underpin various matters 

under the PGPA Act relating to: 

 ensuring or promoting the proper use, management and accountability of public resources 

 grants and procurement 

 risk oversight and management 

 reporting periods 

 performance 
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Currently twenty (20) Rules are being developed by the Department of Finance for 1 July 2014 

release. Guides are also being released by the Department of Finance. 

These rules are being developed in a whole of government context and thus are unlikely to 

directly align with the roles and responsibilities of the GRDC. They will also maintain or even 

increase the emphasis on a ‘compliance and risk’ oriented focus within the organisation, rather 

than encouraging a commercial and agile GRDC.  

Table 16 lists the rules and guidance that applies to all Commonwealth entities. While it is still 

unclear which of the rules will be applied to the GRDC, what is clear is that governing 

legislation is moving away from the Corporations Act model. Where previously the CAC Act 

closely mirrored the Corporations Act, the PGPA Act is moving away from this and is 

introducing a more ‘government’ like framework. 

Table 16:  Rules and guidance that apply to all Commonwealth entities 

Topic PGPA Act Draft PGPA rules Draft guidance Final guidance 

Duties of accountable 
authorities 

15-19 - General duties of 
accountable 
authorities  

  

Fraud control 15-16 10 Preventing, 
detecting and dealing 
with fraud  

Fraud control 
guidelines  

  

Audit committees 45, 92 17 Audit committee 
for Commonwealth 
entities  

  RMG-202 Audit 
Committees  

Duties of officials 25-29 12-16 Duty to disclose 
interests  

General duties of 
officials  

  

Commitment to 
spend relevant 
money 

23, 52 18 Approving 
commitments of 
relevant money  

Approval and 
commitment of 
relevant money  

  

Procurement 23, 52 Commonwealth 
procurement rules 
(CPRs) 2014  

See CPRs   

Grants 23, 52 Commonwealth 
Grants Rules and 
Guidelines (CGRGs) 
2014  

See CGRGs   

Banking 53-55 19-21 Banking of 
relevant money  

  RMG-300 
Banking of 
relevant money 
by 
Commonwealth 
entities  

Investment 58-59 22 Investment by the 
Commonwealth  

  RMG-301 
Investment by 
Commonwealth 
entities  

Informing Parliament 
of certain events 

72 26 Minister to inform 
Parliament of certain 
events  

  RMG-204 
Minister to 
inform 
Parliament of 
certain events  

http://www.pmra.finance.gov.au/files/2014/03/Attachment-J-Draft-Guidance-Accountable-authorities.pdf
http://www.pmra.finance.gov.au/files/2014/03/Attachment-J-Draft-Guidance-Accountable-authorities.pdf
http://www.pmra.finance.gov.au/files/2014/03/Attachment-J-Draft-Guidance-Accountable-authorities.pdf
http://www.pmra.finance.gov.au/files/2014/03/Attachment-J-Draft-Guidance-Accountable-authorities.pdf
http://www.pmra.finance.gov.au/files/2014/03/Attachment-C-Consolidated-proposed-draft-rules.pdf#page=10
http://www.pmra.finance.gov.au/files/2014/03/Attachment-C-Consolidated-proposed-draft-rules.pdf#page=10
http://www.pmra.finance.gov.au/files/2014/03/Attachment-C-Consolidated-proposed-draft-rules.pdf#page=10
http://www.pmra.finance.gov.au/files/2014/04/Attachment-D1-Draft-guidance-Preventing-detecting-and-dealing-with-fraud.pdf
http://www.pmra.finance.gov.au/files/2014/04/Attachment-D1-Draft-guidance-Preventing-detecting-and-dealing-with-fraud.pdf
http://www.pmra.finance.gov.au/files/2014/04/Attachment-D1-Draft-guidance-Preventing-detecting-and-dealing-with-fraud.pdf
http://www.pmra.finance.gov.au/files/2014/03/Attachment-C-Consolidated-proposed-draft-rules.pdf#page=16
http://www.pmra.finance.gov.au/files/2014/03/Attachment-C-Consolidated-proposed-draft-rules.pdf#page=16
http://www.pmra.finance.gov.au/files/2014/03/Attachment-C-Consolidated-proposed-draft-rules.pdf#page=16
http://www.pmra.finance.gov.au/files/2013/10/RMG-202-audit-committees.pdf
http://www.pmra.finance.gov.au/files/2013/10/RMG-202-audit-committees.pdf
http://www.pmra.finance.gov.au/files/2014/03/Attachment-C-Consolidated-proposed-draft-rules.pdf#page=12
http://www.pmra.finance.gov.au/files/2014/03/Attachment-C-Consolidated-proposed-draft-rules.pdf#page=12
http://www.pmra.finance.gov.au/files/2014/04/Attachment-D12-Draft-guidance-General-duties-of-officials.docx
http://www.pmra.finance.gov.au/files/2014/04/Attachment-D12-Draft-guidance-General-duties-of-officials.docx
http://www.pmra.finance.gov.au/files/2014/04/Attachment-D12-Draft-guidance-General-duties-of-officials.docx
http://www.pmra.finance.gov.au/files/2014/03/Attachment-C-Consolidated-proposed-draft-rules.pdf#page=18
http://www.pmra.finance.gov.au/files/2014/03/Attachment-C-Consolidated-proposed-draft-rules.pdf#page=18
http://www.pmra.finance.gov.au/files/2014/03/Attachment-C-Consolidated-proposed-draft-rules.pdf#page=18
http://www.pmra.finance.gov.au/files/2014/04/Attachment-D11-Draft-guidance-Approval-and-commitment-of-relevant-money.pdf
http://www.pmra.finance.gov.au/files/2014/04/Attachment-D11-Draft-guidance-Approval-and-commitment-of-relevant-money.pdf
http://www.pmra.finance.gov.au/files/2014/04/Attachment-D11-Draft-guidance-Approval-and-commitment-of-relevant-money.pdf
http://www.pmra.finance.gov.au/files/2014/04/Attachment-D11-Draft-guidance-Approval-and-commitment-of-relevant-money.pdf
https://cfar.govspace.gov.au/files/2014/04/Attachment-B-Draft-PGPA-Rule-Commonwealth-Procurement-Rules.pdf
https://cfar.govspace.gov.au/files/2014/04/Attachment-B-Draft-PGPA-Rule-Commonwealth-Procurement-Rules.pdf
https://cfar.govspace.gov.au/files/2014/04/Attachment-B-Draft-PGPA-Rule-Commonwealth-Procurement-Rules.pdf
https://cfar.govspace.gov.au/files/2014/04/Attachment-C-Draft-PGPA-Rule-Commonwealth-Grants-Rules-and-Guidelines.pdf
https://cfar.govspace.gov.au/files/2014/04/Attachment-C-Draft-PGPA-Rule-Commonwealth-Grants-Rules-and-Guidelines.pdf
https://cfar.govspace.gov.au/files/2014/04/Attachment-C-Draft-PGPA-Rule-Commonwealth-Grants-Rules-and-Guidelines.pdf
https://cfar.govspace.gov.au/files/2014/04/Attachment-C-Draft-PGPA-Rule-Commonwealth-Grants-Rules-and-Guidelines.pdf
http://www.pmra.finance.gov.au/files/2014/03/Attachment-C-Consolidated-proposed-draft-rules.pdf#page=19
http://www.pmra.finance.gov.au/files/2014/03/Attachment-C-Consolidated-proposed-draft-rules.pdf#page=19
http://www.pmra.finance.gov.au/files/2013/10/RMG-300-banking-of-relevant-money-received-by-ministers-and-officals.pdf
http://www.pmra.finance.gov.au/files/2013/10/RMG-300-banking-of-relevant-money-received-by-ministers-and-officals.pdf
http://www.pmra.finance.gov.au/files/2013/10/RMG-300-banking-of-relevant-money-received-by-ministers-and-officals.pdf
http://www.pmra.finance.gov.au/files/2013/10/RMG-300-banking-of-relevant-money-received-by-ministers-and-officals.pdf
http://www.pmra.finance.gov.au/files/2013/10/RMG-300-banking-of-relevant-money-received-by-ministers-and-officals.pdf
http://www.pmra.finance.gov.au/files/2013/10/RMG-300-banking-of-relevant-money-received-by-ministers-and-officals.pdf
http://www.pmra.finance.gov.au/files/2014/04/Attachment-D3-Draft-guidance-Banking-of-relevant-money-received-by-Ministers-officials.pdf
http://www.pmra.finance.gov.au/files/2014/03/Attachment-C-Consolidated-proposed-draft-rules.pdf#page=21
http://www.pmra.finance.gov.au/files/2014/03/Attachment-C-Consolidated-proposed-draft-rules.pdf#page=21
http://www.pmra.finance.gov.au/files/2013/10/RMG-301-investment-by-Commonwealth-entities.pdf
http://www.pmra.finance.gov.au/files/2013/10/RMG-301-investment-by-Commonwealth-entities.pdf
http://www.pmra.finance.gov.au/files/2013/10/RMG-301-investment-by-Commonwealth-entities.pdf
http://www.pmra.finance.gov.au/files/2013/10/RMG-301-investment-by-Commonwealth-entities.pdf
https://cfar.govspace.gov.au/files/2013/10/draft-guidance-investment-by-commonwealth-entities.pdf
http://www.pmra.finance.gov.au/files/2014/03/Attachment-C-Consolidated-proposed-draft-rules.pdf#page=25
http://www.pmra.finance.gov.au/files/2014/03/Attachment-C-Consolidated-proposed-draft-rules.pdf#page=25
http://www.pmra.finance.gov.au/files/2014/03/Attachment-C-Consolidated-proposed-draft-rules.pdf#page=25
http://www.pmra.finance.gov.au/files/2013/10/RMG-204-minister-to-inform-Parliament-of-certain-events.pdf
http://www.pmra.finance.gov.au/files/2013/10/RMG-204-minister-to-inform-Parliament-of-certain-events.pdf
http://www.pmra.finance.gov.au/files/2013/10/RMG-204-minister-to-inform-Parliament-of-certain-events.pdf
http://www.pmra.finance.gov.au/files/2013/10/RMG-204-minister-to-inform-Parliament-of-certain-events.pdf
http://www.pmra.finance.gov.au/files/2013/10/RMG-204-minister-to-inform-Parliament-of-certain-events.pdf
http://www.pmra.finance.gov.au/files/2013/10/RMG-204-minister-to-inform-Parliament-of-certain-events.pdf
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Topic PGPA Act Draft PGPA rules Draft guidance Final guidance 

Operational Money & 
law enforcement 
agency 

8 & 104 7 Listed law 
enforcement agency  

    

Source: http://www.pmra.finance.gov.au/legislation-pgpa-act/pgpa-rules/  

 

Subsidiary entities 

The PGPA Act will require that new subsidiary entities be potentially tabled before both Houses 

of Parliament. The GRDC has established a number of business relationships (see Table 17) to 

encourage innovation in the grains industry. In several cases the GRDC has decided that the 

most effective way to do this is by establishing a new company or unincorporated joint venture.  

The new requirements under the PGPA Act support transparency, but may impede the 

development of these arrangements in the future. 

Table 17:  The GRDC’s company memberships and shareholdings, 30 June 2013 

Name Activity GRDC role 

Companies limited by guarantee  

Agricultural Biotechnology 
Council of Australia Ltd 

ACN 103 817 296 

Provides information about gene 
technology to enable informed 
debate. 

Is a member of the company and 
provides research funding. 

Nominates a director. 

Australian Crop Accreditation 
System Ltd 

ACN 093 984 902 

Provides cereal variety details 
online for farmers and advisers, 
manages the National Variety 
Trials. 

Is a member of the company and 
provides research funding. 

Nominates a director. 

Australian Export Grains 
Innovation Centre Limited 

ACN 160 912 032 

Provides R&D related to the 
Australian export grains 
industry. 

Is a member of the company. 

Nominates a director. 

Barley Australia Ltd 

ACN 111 117 321 

Provides leadership for the 
development of the barley 
industry in Australia. 

Is a member of the company. 

Nominates a director. 

Grains & Legumes Nutrition 
Council Limited 

ACN 117 442 510 

Identifies and communicates the 
health benefits of grain food 
products. 

Is a member of the company and 
provides research funding. 

Nominates a director. 

Invasive Animals Ltd 

ACN 114 965 276 

Serves as the management 
company for the Invasive 
Animals Cooperative Research 
Centre (CRC). 

Is a member of the company and 
provides research funding. 

Plant Biosecurity CRC 

ACN 115 589 707 

Serves as the management 
company for the Plant 
Biosecurity CRC. 

Is a member of the company and 
provides research funding. 

Wheat Quality Australia Limited 

ACN 147 439 656 

Manages and delivers the wheat 
variety classification process. 

Is a member of the company. 

Nominates two directors. 

Companies limited by shares  

Arista Cereal Technologies Pty 
Ltd 

ACN 122 450 962 

Undertakes development of 
high-amylose wheat. 

Is a 21% shareholder. 

Nominates one director. 

http://www.pmra.finance.gov.au/files/2014/03/Attachment-C-Consolidated-proposed-draft-rules.pdf#page=7
http://www.pmra.finance.gov.au/files/2014/03/Attachment-C-Consolidated-proposed-draft-rules.pdf#page=7
http://www.pmra.finance.gov.au/legislation-pgpa-act/pgpa-rules/
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Name Activity GRDC role 

Australian Centre for Plant 
Functional Genomics Pty Ltd 

ACN 102 769 808 

Conducts functional genomics 
research into abiotic stress. 

Is a 19% shareholder and 
provides research funding. 

Australian Grain Technologies 
Pty Ltd 

ACN 100 269 930 

Undertakes commercial wheat 
breeding. 

Is a 39 percent shareholder and 
provides research funding. 

Nominates three directors. 

Canola Breeders Western 
Australia Pty Ltd 

ACN 097 299 619 

Undertakes commercial canola 
breeding focused on Western 
Australian low-rainfall areas with 
some adaptation to other 
regions of Australia. 

Is a 39% shareholder. 

Nominates one director. 

HRZ Wheats Pty Ltd 

ACN 106 590 434 

Develops high-yielding milling 
wheat varieties for Australia's 
high-rainfall zone. 

Is an 18% shareholder. 

Nominates one director. 

Intergrain Pty Ltd 

ACN 128 106 945 

Undertakes commercial wheat 
and barley breeding. 

Is a 27% shareholder. 

Nominates one director. 

Novozymes Biologicals Australia 
Pty Ltd 

ACN 119 069 617 

Develops and markets inoculant 
products to benefit growers. 

Is a 50% shareholder and 
provides research funding. 

Nominates two directors 

Source: GRDC, Annual report 2012–2013. 
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Acronyms and abbreviations 

AGM annual general meeting 

CAC Act Commonwealth Authorities and Companies Act 1997 

FMA Act Financial Management and Accountability Act 1997 

GRDC Grains Research and Development Corporation 

IOC industry-owned corporation 

PIERD Act Primary Industries and Energy Research and Development Act 1989 

PIRD Act Primary Industries Research and Development Act 1989 

PGPA Act Public Governance, Performance and Accountability Act 2013 

R&D research and development 

RDC research and development corporation 

RDE research, development and extension 
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Glossary 

Annual Operating 
Plan 
 

Annual plan developed by the GRDC 

Constitution 
 
 

A document that defines the objectives, roles and responsibilities of directors and 
members under the Corporations Act 2001. 

Development 
 
 
 
 
 
 
 

Systematic work, drawing on existing knowledge gained from research and/or 
practical experience, that is directed to producing new materials, products or 
devices, or to substantially improving those that already exist. Taken to include 
application, adaptation and validation of ‘known’ technologies to suit regional or 
local environments, varieties and practices. May overlap with applied research and 
with extension. By definition, a significant proportion of development must occur 
at regional or local levels. 

Eligible R&D 
 
 
 
 

Research and development that is eligible for matching Australian Government 
investment as specified in the PIRD Act (for statutory corporations) and in statutory 
funding agreements (for industry-owned corporations). 

Extension Communication, information exchange and promotion of learning in order to build 
capability and change practice. Includes a wide range of communication and 
promotion tools and activities, including direct advisory or consultancy services, 
field days, update events and electronic delivery mechanisms. Includes the 
development of practice-change methodologies required to achieve high levels of 
adoption of research outcomes and new technologies. Tools and delivery 
mechanisms vary according to the intended outcome, the target segment of the 
industry and the local situation. 
 

Grains industry For the purpose of this report the grains industry comprises levy paying growers. 
 

Grains sector Participants and stakeholders in the grains industry supply chain. 
 

Grower A grower of one or more of wheat; coarse grains (barley, oats, sorghum, maize, 
triticale, millets/panicums, cereal rye and canary seed); pulses (lupins, field peas, 
chickpeas, faba beans, vetch, peanuts, mung beans, navy beans, pigeon peas, 
cowpeas and lentils); and oilseeds (canola, sunflower, soybean, safflower and 
linseed). 
 

Levy-paying 
grower 

A producer of grain who pays a statutory R&D levy.  
 
 

Matching funding Australian Government funds provided to the GRDC for eligible R&D. 
 
 

Representative 
organisation 

The industry’s representative organisation, Grain Producers Australia. 
 
 

Research Basic research: experimental or theoretical work done mainly to acquire new 
knowledge of the underlying foundation of phenomena and observable facts, 
without any particular application in view. Sometimes divided into pure basic 
research and strategic basic research, which is directed at acquiring knowledge in 
specified broad areas in the expectation of useful discoveries. 
Applied research: also original investigation done to acquire new knowledge, but 
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directed mainly towards a specific practical aim or objective. 
 

Statutory 
corporation 

Commonwealth entity under the PGPA Act . 
 
 

Statutory funding 
agreement 

Agreement between an RDC and the Australian Government (represented by the 
Department of Agriculture). Previously required only by IOCs, but now also 
obligatory for statutory corporations. 
 

Strategic Plan The GRDC’s five-year strategic plan 
 

 


