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Secretariat
Review of Export Policies and programs

c/- Dept Foreign Affairs & Trade

Barton     ACT    0221

2nd  May  2008

Dear Sir/Madam,

Re: Export Policies and Programs Reveiw
The Australian Horticultural Exporters Association (AHEA) is the National Peak Industry Body for horticultural exporters of primarily, fresh fruit and vegetables, with  around 100 member exporter organisations representing approximately 80% of all exports out of Australia.

The AHEA represents the interests  of its members to Government and Industry, and interacts with the Grower Peak Bodies, Horticulture Australia Ltd and individual Grower Groups including citrus, tablegrapes, cherries, stonefruit, mangoes, avocadoes, vegetables, apples and pears etc, and is the spokesperson for horticultural  exporters.

The AHEA  wishes to make a submission to the Export Review and makes the following comments:

1.  Australian horticultural exports of fresh fruit and vegetables, including  cut flowers, enjoyed continued growth over a 20 year period up until 2003 when it reached $788 million,  but declined sharply in 2004 by -25% to $594 million, and while exports recovered  marginally by +8% in 2005 and 2006 to $641 million and $644 million respectively,   declined again in 2007 by -8%  back down to $594 million. 

Australia’s horticultural  overseas trade performance has weakened significantly in the last 5 years, for a variety of reasons including the effects of  continuing drought on production, and Australia’s overall decline in international competitiveness due to  a strengthening A$ against trading partner currencies, but in particular the US dollar, 
and substantial competition  from  other southern hemisphere horticultural producers including  South Africa, Chile, Peru, Argentina  and New Zealand.

Australian horticulture also competes globally with northern hemisphere producers such as the USA, UK and the EU, who have continued to actively subsidise their rural producers to maintain viable and sustainable rural industries.



2. Australian horticulture, despite being recognised  as free from  many exotic pests and diseases has continued to face toughening quarantine barriers with major trading partners, such as Japan , Korea, China, Taiwan, USA, Canada and New Zealand etc, and has been forced out of some markets due to  excessive and unreasonable quarantine regulations  eg: Taiwan with stonefruit and cherries,  or to limit exports due to restrictive market access protocols  eg: citrus to China  and mangoes to Korea.






3. Australian horticulture has been particularly affected  by the continuing drought and severely reduced water allocations, and conditions have become critical since 2007, as producers have had to  endure greater hardship, loss of production, variable product quality, cash flow problems, and inability to reliably supply particular export markets.


4. Australian horticulture has high costs of production and distribution inputs, despite having globally competitive  productivity levels and geographical proximity to most Asian export markets.
Horticulture is often labour intensive, and labour costs are uncompetitively high, costing growers  as much as A$20 an hour  for unskilled labour, compared with US$2 per hour for skilled labour  in Chile and South Africa.

Further, Australia’s horticultural growing areas are often long distances from export distribution hubs and  are dependent on  the availability of suitable infrastructure in transport , which has incurred alarming cost increases in recent times, with the rising costs in crude oil and fuel affecting road transport, rail services, air services and sea freight.


5. The implementation of an Australian emissions trading scheme, which may be expected to promote opportunities for some Australian companies in export markets, must be viewed with caution by the horticultural export  sector, as the perceived  added costs of production must be passed on to both domestic and export customers.

It is with certainty that Australia’s move towards carbon taxes will not be necessarily matched by our trading partners, nor our major competitors, and while Australia would like to think it is a major player in international trade, it represents only about 0.1% of global horticultural production, and additional  increases in the costs of doing business will further reduce Australia’s flagging international competitiveness.


6. Australia’s policy of trade liberalisation, including lowering of trade barriers through successive Governments has been short sighted, with successive Governments having  optimistic perceptions of Australia’s trading importance internationally.  As a result, the lowering of trade barriers and at times, ineffective trade policy, has resulted in a  continuous decline in exports relative to imports, and a consecutive 20 year negative and escalating  balance of trade , that is unsustainable once the mining and energy boom subsides. 

Australia has a small and dwindling  manufacturing sector, which is being followed  by a relatively small and declining food sector, and a lesser amount of  food can be competitively processed in Australia, as it is cheaper to grow and process fruit and vegetables in New Zealand.  The fresh fruit  and vegetable industry is in fact,  being  swamped by cheap imports, which will start to compete directly with local production in the foreseeable future, and without a viable and sustainable horticultural production base in Australia, there will be no horticultural export sector in the future.


7. Free Trade Agreements  between Australia and its major trading partners such as New Zealand, the USA, Singapore and Thailand have offered few benefits to horticultural exporters. 
In Singapore, Australian horticulture has continued to lose market share because we are not internationally competitive with, in particular, South Africa.  In the United States, Australia is still only able to commercially export oranges to West Coast markets, due 




to quarantine restrictions and competition from  South American  producers.  And in Thailand, Australian trade negotiations with the FTA have left  horticultural exporters disadvantaged in stonefruit and cherries compared with New Zealand, who now enjoy zero import tariffs, while Australia has negotiated  a sliding scale over 10 years of 25%+.


8. Australian Government services, while seemingly vital to the success of  export market development, currently play a minor role in horticultural export market development,  and whilst Trade Commissioners can open doors for exporters,  Austrade  is  largely invisible to specialist horticultural exporters, and it remains doubtful  whether  they have developed any worthwhile horticultural markets in the last 10 years. Austrade enquiries are often referred to the grower body, Horticulture Australia Ltd and occasionally AHEA, as it would seem Austrade does not have the expertise.


9. Of greater significance  are Government services covering trade promotions  and market  development, such as the EMDG scheme.
These are seen  as vitally important  for the Australian horticultural export industry, who have  in recent times, lost markets and market share, due to  lack of supply, declining international competitiveness  and the  introduction of more vigorous  quarantine  barriers. This loss of export trade is despite often substantial long term investment in markets  by horticultural exporters over many years.



10. The AHEA considers the continuance of the EMDG scheme  as critically important for horticultural exporters  to maintain their existing markets,  re-establish lost markets and develop new markets, as market circumstances change.
EMDG support makes a vital contribution to the intangible costs associated  with developing markets and supporting  export strategies, often allowing exporters to stay in business and  to maintain employment for horticultural specialists, especially  during the current difficult horticultural export environment.

Currently, our competitors have  infinitely more funds to spend on promotional appearances at trade shows and incentives to importers. The USA and Chile are particularly active in this area and clearly have additional  Government funding support  for such activities.

As a result, the AHEA would urge the Federal Government  to extend the EMDG scheme to support the horticultural export industry at a time when trading is extremely difficult. 

The AHEA would also urge the Federal Government to fully fund the EMDG scheme, and not restrict funding  which affects grant entitlements, in the financial year following the year in which eligible expenses are incurred.  


11. The AHEA welcomes the amendments to the EMDG scheme which come into effect from 1st July 2008, offering substantial improvements that are expected to positively impact on the horticultural export industry, such as increasing the maximum number of grants from 7 to 8, reducing the qualifying expenditure threshold and increasing the turnover threshold from  $30 million to $50 million.

Yours Sincerely

Maxwell Summers – CEO
AHEA
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