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POPPY PAIN
Dear Fellow Growers,
The 2018/19 contract discussions have now
concluded. We have not achieved a favourable
outcome and for the first time in many years
have found ourselves in the quite difficult
position of advising both Tasmania Alkaloids
(Tas Alk) and Sun Pharmaceuticals (Sun) that
Poppy Growers Tasmania (PGT) is unable to
support their respective contracts for 2018/18.
PGT met with Tas Alk on the 10th May 2018.
We were advised:


Of the difficult and challenging global market
situation;



Of the pressure this has placed on Tas Alk
operations;



Of the measures they have taken internally
to manage this situation;



Improvements in plant productivity;



That last season’s assay was better than
expected;



That with a cold start to the season, then
very hot in November and very wet in some
areas in early December which resulted in
yields being down;



That harvest conditions were very good;



Kilograms per hectare were above industry
average, and;

They had sufficient product to meet
customer commitments.
 They need to get return on research and
development investment.

They then proceeded to set out their offer for
the 2018/19 crop.
Below is the offer and comments as provided
by Tas Alk.
“During

recent negotiations with PGT, TasAlk
prefaced pricing discussions by highlighting that
the world opiate market remains extremely
challenging. Over supply from competing
countries, excess inventory through the supply
chain, focus on prescribing practices, and
Government imposed quotas on manufacturers
in the biggest market, the US, are to name a few
of the challenges facing the industry.
Despite these challenges, TasAlk’s offer for both
Tasman and Ted varieties, based on forecasted
average dollars per dry tonne, is expected to be
the same as the 2017/2018 season. However, the
associated payment scales appear to represent a
reduction of 2.5% for Ted and 5% for Tasman at
the average forecast assays but expected
productivity gains should compensate for the
perceived decreased return.
In response to Grower feedback from last season,
the forecasted average dollars per dry tonne
offer for the Eve variety has been increased by at
5%.
An additional positive development for TasAlk is
their first commercial Noscapine crop for many
years. A small area is being contracted this
season with the payment scale similar to the
Tasman variety.”



Tas Alk will continue to:
 Provide a pre-payment/spray advance;


Provide the seed free of charge;
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Pay for drilling, harvesting and transport of
crop from paddock to the factory.

PGT then advised of what they believed would
constitute a fair and reasonable outcome for
growers.
We advised that from season 2013/14 to end of
season 2017/18:



Their offer had been structured to keep
growers interested whilst recognising the
depressed market;



A great deal of consideration had gone into
the 2018/19 offer;



There remains some stock in the global
supply chain;



Improvements in plant productivity;
Business requires return on research and
development investment.



The payment scale for TED and EVE had
been reduced by 20%





The payment scale for Tasman had been
reduced by 17%

Below is the offer and comments provided by
Sun:



That the cost of production had on average
increased by 16.5%. To recover this, the
payment scale needs to conservatively
increase by 5%



Sun Pharma reiterated the difficult market
conditions in regard to both demand and
price;



Morphine crop—no
2017/18 season;



We were advised by Tas Alk that their offer
was firm and the market was such they were
unable to increase their offer.

Noscapine crop—revert to 16/17 price scale
and variety with payment based on Noscapine
and Morphine content. That variety produced
an average assay of 3.48% in 16/17 and in
conjunction with that scale produced a PGR
crop return of $4980.00. Sun will also
introduce a new variety where payment will
be on the same price scale, with the assay
based on Noscapine and Codeine contents.



The full PGT Committee of Management met via
teleconference on Monday 14th May 2018 and
unanimously determined that Tas Alk be
advised that Poppy Growers Tasmania does not
support the contracts being offered for the
2018/19 season.

Thebaine crop—price will be reduced by 12%.
This reduction will be offset for a significant
proportion of the crop by a 14.5% increase in
expected $/tonne payment due to the
introduction of improved varieties.



Crop area will be similar to that of the past
two seasons.

Tas Alk was advised of the PGT decision on the
14th May 2018.



Provide a pre-payment/spray advance;



Provide the seed free of charge;



Pay for drilling, harvesting and transport of
crop from paddock to the factory.

We did not place a figure on the increase in
Fixed Farm Costs.
To restore relativity we sought an increase for
TED and EVE of 25% and Tasman of 22%.
Realistically we did not expect to achieve these
increases but they at least formed a basis to
commence negotiations.

PGT met with Sun on the 17th May 2018, and
were advised:



Of the difficult and challenging global market
situation;
That 2017/18 had been a very difficult
season for Sun;

price

change

from

Sun Pharma will continue to:

PGT then advised of what they believed would
constitute a fair and reasonable outcome for
growers.
We advised that from season 2013/14 to end of
season 2017/18:



The payment scale for Thebaine/Oripavine
had been reduced by 26.4%;



The payment scale for Morphine had been
reduced by 6.5%;



The payment scale for Noscapine has been
reduced by 6.5%;



That the cost of production had on average
increased by 16.5%. To recover this the
payment scale needs to conservatively
increase by 5%.

We did not place a figure on the increase in
Fixed Farm Costs.
To restore relativity we sought an increase for:




Thebaine/Noscapine of
Morphine of
Noscapine of

31.4%
11.5%
11.5%

Once again we did not expect to achieve these
increases but they at least formed a basis to
commence negotiations.
We were advised by Sun that their offer was a
firm offer and not open for negotiation. It was
their best offer.
We adjourned for a short period to consider our
position and then returned to advise Sun that
we could not support their offer for the
2018/19 season.
After very careful thought and consideration we
issue the following media statement:
MEDIA RELEASE
17 May 2018
Poppy Growers Gutted by Talks
Poppy growers have walked away from recent
contract negotiations with Tasmanian Alkaloids and
also with Sun Pharma stony faced, PGT President
Philip Loane said
“The poppy industry is now at a crossroads, with
continued sharp declines in returns based on the
projected contracts offered to us in recent days. It
was bad last year but it’s now seriously worse.
Growers have to face up to as much as double-digit
falls. Growers are now faced with a bitter winter
decision, TO GROW OR NOT TO GROW.

On our analysis, without increases in the very short
term, growers will now actively exit the industry.
Expected returns are no longer providing farmers
with a sustainable base to operate from. Not only
has the shine gone from poppies, there is no joy left.
Growers must contemplate a difficult outcome, one
where the risk of financial loss on a bad year will
now outweigh returns from several average years.
We encourage our members to consider what crop
they are being offered as not all poppy crops are the
same and some are now priced much lower than
others.
Not many years ago poppies were one of, if not the
apex crop, and yet now we see them fallen to the
bottom. Poppy growing has not been this tough for a
long time, if ever.
PGT DOES NOT SUPPORT THE CONTRACTS BEING
OFFERED FOR THE 2018/19 SEASON.”
Contacts:
Philip Loane, PGT President 0418 104 422
Keith Rice, PGT Chief Executive 0418 133 234

TPI
We are delighted to welcome TPI growers as
members of Poppy Growers Tasmania and in
doing so thank TPI for facilitating the collection
of grower membership levies.
Senior representatives of TPI met with the PGT
Committee of Management on the 2nd May
2018.
They advised TPI contractual arrangements had
already been determined and contracts were in
the process of being offered to growers.
PGT has not yet had an opportunity to consider
the TPI contract for 2018/19.
We are therefore not in a position to give an
opinion in relation to the TPI Contract.
We have been unofficially advised by members
that the Morphine scale of another poppy
company is similar to that of TPI and the
codeine scale of another company has variances
and similarities of that of the TPI contract.

We understand that TPI:
 Provides the seed free of charge;
 Pays for the transport of the harvested crop from

We remain committed to reopen discussions
with Tas Alk , Sun and/or TPI should they wish
to do so.

the paddock to the factory;

Annual Elections 2018/19



Does not provide a pre-payment/spray
advance;



Does not pay for drilling or harvesting.



Does not de-seed crop or have any set spray
programs.

In conclusion, we urge growers to carefully
consider their own particular situation.
Understand your input costs and your potential
returns and be fully aware of what variety you
are being given and what the area will be for
that particular crop.
As always the decision is entirely yours and
yours alone. Our best wishes go with
whatever decision you choose to make.

Nominations are invited from financial
members of the Association for the 2018/19
Committee of Management.
A nomination form has been enclosed for your
consideration.
The Committee of Management fulfils several
roles, including overseeing the affairs of the
Association in consultation with its members,
strategically lobbying re industry issues, annual
grower negotiations and addressing member
issues.
I encourage you to consider taking a role with
the Committee.
Philip Loane
President

If you would like further information or would
like to discuss in detail any of the above please
contact Keith or myself on the above numbers.

Notice of AGM
Members of Poppy Growers Tasmania Inc are invited to attend the
Annual General Meeting of the organisation.
Guest Speaker:
Dr Jason Scott, Systemic Mildew, Tasmanian Institute of Agriculture.
Supper will be provided afterwards.
The AGM will be held as follows:
Date:
Thursday 21st June 2018
Time: 4:30 pm for 5:00 pm
Venue: Lucas Hotel, 48 Gilbert Street, Latrobe

Nick Birt on 0458 000 745

