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Post-implementation review of the Low-Cost Essentials Subsidy Scheme
Summary
This submission acknowledges the Government’s intent to reduce the cost of essential groceries in remote communities and supports the objective of improving food affordability and health outcomes. However, the current design of the food subsidy scheme continues to create significant unintended consequences for supply chain resilience, food security, local wholesale viability, freight efficiency, and competition in remote Australia—particularly in the Northern Territory and Northern Western Australia.
Recent expansion of the subsidised product list has further exacerbated these risks by increasing the number of overlapping product lines and accelerating the erosion of supply from local wholesalers. By progressively centralising supply of essential items through interstate channels, the scheme weakens proven local supply networks that are critical to emergency response, freight disruption management, and long‑term food security in remote regions.
There are 4 main grocery wholesalers and foodservice providers in the Northern Territory that have been supplying essential items and non-essential items to remote communities since wholesaling commenced in the early 70’s.  TAH Northern Trading (Darwin) and Smimac Foodservices (Alice Springs) are both indigenously owned that further support remote communities.

Support for the Policy Objective
The Government’s investment in reducing grocery prices in remote Australia is welcomed. The high cost of food in remote communities—widely recognised as approximately double that of urban areas—is driven largely by freight distance, fuel levies, limited transport competition, and infrastructure constraints. Any initiative that reduces the cost burden on remote households is positive in principle.
However, the effectiveness of the scheme depends on how the subsidy is delivered.

Key Concerns with the Current Scheme Design
1. Expansion of the Subsidised Item List and Accelerated Supply Erosion
The list of subsidised essential items has expanded again, now including:
· Multiple lines of soap
· Increased lines of washing powder
· Multiple lines of toothbrushes
· Additional toilet paper options
Rather than improving competition or choice, this expansion further erodes supply from local wholesalers by removing additional high‑volume product lines from their sales base and product range. Each additional subsidised line reduces wholesaler turnover, buying power, and capacity to hold stock locally.
This incremental expansion compounds the negative impacts already observed under the scheme and accelerates the decline of local wholesale infrastructure.

2. Supply Chain Centralisation and Reduced Competition
The scheme increasingly funnels essential items through Outback Stores, creating monopolistic conditions for many key product categories. This restricts trade, reduces competitive tension, and removes the ability of stores to choose suppliers that best meet their logistical and operational needs.
Affected product categories that will be lost include, but are not limited to:
· Bushell’s tea 50’s – manufacturer only imports 50’s all other lines are deleted
· Edgell Tinned Vegetables and Ardmona Tomatoes - Lead sellers
· Heinz Baked beans and Spaghetti 300gm – Lead seller and brand loyal
· San Remo Pasta
· John West Oysters and Sardines – lead sellers
· Babylove nappies – best value and lead sellers
· Tom Piper tinned meals
· Colgate toothpaste and brushes
· Optimo laundry powder – lead seller in small packet size
The remainder of items on the subsidy list will see reduced sales on competing products further eroding the capacity of local warehouses.  These items are culturally preferred, brand‑loyal, and high‑volume lines in remote communities. Their removal from local wholesale ranges significantly undermines market diversity and resilience.

3. Role of Local Wholesalers in the Remote Supply Chain
Local wholesalers supply all remote communities, whereas Coles and Woolworths primarily supply main towns and rely entirely on interstate just‑in‑time supply chains.
Local wholesalers:
· Are based closer to remote communities (e.g. Darwin and Alice Springs)
· Hold significant buffer stock
· Specialise in servicing remote and very remote locations
· Provide rapid response during disruptions and emergencies
They are a vital connection in the remote food supply chain, particularly when interstate freight routes are disrupted due to flooding, rail outages, or road closures.
Removing volume from local wholesalers weakens this critical link and increases dependence on longer, more fragile supply chains.

4. Loss of Buying Power and Market Viability for Local Wholesalers
Local wholesalers operate on thin margins.  The removal of high‑volume essential items:
· Reduces purchasing power with manufacturers
· Increases per‑unit warehousing costs
· Forces physical downsizing of warehouses
· Results in staff reductions and loss of local employment
· Reduces payroll tax and other local tax contributions
As volumes decline, the fixed costs of warehousing must be spread across a smaller product range, further reducing profitability and long‑term viability.

5. Increased Distance from Supply Point and Longer Lead Times
Local wholesalers reduce lead times by holding stock close to remote communities. Typical delivery timelines using local supply:
· Order to receival: 3–8 days
When subsidised items are sourced interstate:
· An additional 3–4 days is added to delivery timelines
· Total delivery time extends to 12 days or more
· Store managers are forced to place new orders before receiving previous ones
· Any disruption (rail interruptions are frequent) pushes delivery into a third week
This significantly increases operational risk and inventory management challenges for remote stores.

6. Reduced Freight Efficiency and Higher Costs
The scheme increases:
· The number of pallets stock arrive on
· The number of consignments
· Consignment fees charged by freight providers
At the same time, it reduces:
· Pallet density
· Stackability (many pallets cannot be double‑stacked)
· Truck and barge utilisation efficiency
Most remote communities rely on a single freight provider. Reduced freight efficiency directly increases store costs and undermines the subsidy’s intent.



7. Food Security and Emergency Response Risks
Recent freight disruptions in the Northern Territory highlight the importance of local stockholding:
· Major supermarkets in main towns ran out of fresh food due to just‑in‑time supply models
· Remote communities continued to be supplied because: 
· Stores held at least two weeks of stock
· Wholesalers held four or more weeks of stock
· Stock was located close enough to enable air freight where necessary
If subsidised essential items are fully sourced from Adelaide:
· Stock will no longer be held in Darwin or Alice Springs
· Emergency response capability will be lost
· Essential items will not be available at short notice during isolation events
This represents a significant food security risk.

8. Global Warming 
Global Worming predicts significantly more weather interruptions to freight and lifestyle moving forward.  It is essential that Local Wholesalers are supported to bridge the interruptions Global Worming will bring by having stocks at the closest point to remote communities.

9. Outback stores becoming a wholesaler
Outback stores were established as a Store Management Company and filled a critical niche in very small and unviable community stores. And this was the intended business model.  Outback stores funnel their food supply chain through a single wholesaler.  Each time a remote store moves over to Outback Stores – existing supply of groceries switches away from the fee market and over to Outback Stores wholesale provider.  Outback Stores are aggressively approaching independent stores to gain management and with the support of the food Subsidy scheme – gives them further contact with the community to take over management.
Many remote stores are fiercely independent and will not engage with Outback Stores on any level.  This is detrimental to the implementation of the Food Subsidy Scheme and to the consumer in the community.
Outback Stores is entering the wholesaling of goods that further erodes wholesaler’s product range and viability.
Hamper Corn Beef, Tom Piper Meals and Mi Goreng Noodles are big movers in remote stores.  There was a significant interruption to the supply chain 15 months ago on Hamper Corn Beef.  Outback Store had made a significant purchase at taxpayers’ expense.


Alternative Approach: POS or Freight Rebate Model
A point‑of‑sale rebate or freight subsidy would:
· Ensure funding reaches the consumer directly
· Allow stores to choose their supplier
· Maintain competition in the local wholesale market
· Preserve stockholding close to remote locations
· Increase sales of basic groceries
· Improve freight efficiency
· Strengthen food security and emergency resilience
Freight is the largest contributor to food costs in remote communities. Rebating freight and or fuel levies directly addresses the core cost driver without dismantling existing supply infrastructure.


Recommendations
1. Halt further expansion of the subsidised item list until impacts on local supply chains are assessed
2. Redesign the scheme as a POS‑based rebate or freight subsidy
3. Preserve local wholesale infrastructure in Darwin and Alice Springs
4. Avoid monopolisation of essential product categories
5. Ensure emergency stockholding remains close to remote communities
6. Maintain competitive neutrality between local wholesalers and interstate suppliers

Conclusion
Local wholesalers are a critical, proven component of remote Australia’s food supply system. The continued expansion and centralisation of the food subsidy scheme risks dismantling this infrastructure, increasing reliance on fragile interstate supply chains, and weakening food security during emergencies.
A redesigned subsidy that supports affordability without eroding local supply capacity will deliver stronger, safer, and more sustainable outcomes for remote communities.
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