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Review of Export Policies and Programs

Export Market Advice is an organization which, as the name implies, provides advice to exporters in much the same way as Austrade.  It derives its income by way of fees for advice and fees for assisting clients to prepare their Export Market Development Grant claims.  The company has around 100 clients whose exports would be well over $50m and who would employ over 2,000 people.  

Uncertainty is of great concern to exporters (or any business) in their planning.

The company was excited by Mr Crean’s pre-election promises and pleased to see that with the new Labor Government, changes to the law were recommended and are in process to improve the EMDG scheme.  However, these changes will not come into effect until 2009.  The misfortune is that exporters experience uncertainty because there is yet again a major review of the scheme, when one was conducted last year.  I refer to the reports of Mr Peter Jolly AO and suggest a high level of communication should take place between Mr David Mortimer and Mr Jolly.

The current year EMDG budget is insufficient to pay all 2006/07 provisional assessments in full. Austrade has advised that approximately 920 applicants with potential grants greater than $70k will have their second stage entitlement substantially reduced. Austrade’s current estimate is that the second payment will be only 10-15% of the provisional entitlement in excess of the initial $70k payment. If the final figure turns out to be 15%, a maximum grant applicant would only receive $82k.

Austrade’s budget this year is $156.88 million (including Austrade’s admin costs of approximately $8 m), but the total amount claimed was $219.5 m. After processing and adjustments, Austrade estimate that the final funding demand will be around $185m, leaving a shortfall of approximately $28 million. Austrade received 4,247 claims, an increase of 11.4% over the previous year. However, average claims are much higher, with the total dollar amount claimed up 26.8%.

We suggest that Austrade be reminded that advice of this disastrous shortfall should have been given in December 2007 and action be undertaken to resolve the situation.

The EMDG scheme has been reviewed a number of times. The evaluations have invariably found that the program does achieve its aims and does assist Australian exporters to develop overseas markets. Generally reviews in the past have recommended changes to the legislation to improve access to the program, change eligibility criteria to reflect contemporary international trading conditions and extend the program. In many cases without this level of support Australian exporters could not have been able to achieve their success.

Since the grants were introduced, over 80,000 grants have been paid with more than 20,000 Australian exporters being assisted with their export marketing activities. The program is a dynamic form of government assistance with experienced exporters graduating out and being replaced by new potential exporters.

increasing the number of SMEs that achieve sustainability in export markets and generate additional exports

further developing an export culture in Australia.

Over the operational lifetime of the EMDG scheme, it has been successful in increasing the number of organisations achieving sustainability and developing an Australian export culture.

However, there are indications that the scheme is becoming less effective due to the following changes: and that some organisations are becoming ineligible.

A) The definition of what constitutes an SME. 

The fact that the threshold turnover of SMEs was reduced to $30,000,000 (without regard to inflation and when the $A has been rising) has meant that assistance has been severely reduced. Many organisations, which had used the EMDG scheme to develop their export markets and were planning to progress well into becoming internationally effective, found that because of the lower turnover ceiling they lost the Government support needed to complete their development. THE CHANGE IN THE DEFINITION OF SME’S HAS MEANT THAT A NUMBER OF POTENTIAL EXPORTERS HAVE NOT PROCEEDED TO EXPORT OR ARE PRODUCING THEIR GOODS OR PROVIDING THEIR SERVICES FROM OVERSEAS.

B)                 The amount of financial assistance available. 

Initially there was a reimbursement of up to $125,000 from either 85% or 60% of eligible expenses with no maximum number of grants. The amount claim able rose to $250,000 from 50% of eligible expenses. In all these cases (from 1974 to 1997) the promised return was always made.

Unfortunately in 1997 a capped budget allocation of $150,000,000 was introduced. This has resulted in a number of exporters not receiving their full entitlement (over 800 in the most recent grant year), introducing budgetary uncertainty.  This meant that the proportion reimbursed fell in accordance with the amount of funds left. Many EMDG applicants had incorporated the EMDG return in their budgets. However the shortfalls produced by lack of funding made it difficult for these exporters.

THE FAILURE TO FULLY FUND SUPPORT HAS MEANT THAT NUMBERS OF EXPORTERS FIND IT DIFFICULT TO SPEND BEYOND THE FIRST TRANCH LIMITATION.

C) Limiting the number of claims. 

In developing an export market it is desirable to review how long it takes to become successful. This differs for each applicant and each business activity.  Instability in currency exchange rates, supply or conditions in the market country may make the period to fully develop the market beyond the current maximum of 7 or the planned 8.

The needs of SMEs in outer metropolitan and regional areas

The EMDG has been set up for all Australians, regardless of race, colour or location, and should be maintained.  Some regional exporters have specific differences from metropolitan businesses that Austrade find hard to address.  Austrade itself is restricted by its claims processing targets and budget in assisting those in regional areas.

Schools

A number of regional schools have made applications for EMDG grants.  It may be appropriate for you to review the position of various schools in relation to their particular situation.  

Primary Producers

Many primary producers depend on traders to market their products.  The position of the trade is severely affected by the need for very high turnover for a small profit margin to reach viability.  

In many cases, the intermediate processor, who also is looking at a minimal profit rate, also reach the turnover ceiling before they make worthwhile profits.  It may be appropriate for you to review the position of meat traders where the primary producer sells to or through the abattoir to a butcher who in turn deals with resellers who market to retailers in large volumes but with small profit margins.

These requirements often mean that the $30,000,000 SME limit is exceeded.

Export Market Advice has considered the current legislation and believes unless the above three items above, A), B) and C), are reviewed the EMDG scheme will quickly die as the number of organisations which are eligible and consider applications worthwhile will quickly disappear.

In addition, there are a number of changes which could be made and we will suggest some in a future submission.  However the intention of this current submission is to point out that unknown factors in Government assistance to exporters has created and continues to create uncertainty for exporters.

A review of Austrade training so that EMDG auditors’ attitude and operations are designed to assist exporters in their attempts to export Australian products and services – perhaps, for example, by changing the name of the auditors to export reviewers and then by having a review team whose job is to assist Austrade with understanding exporters’ problems. This unit could be partially in replacement of the Special Investigations Unit. Of course, confidentiality would be of paramount importance in this area.

Take into account currency fluctuations and inflation which may mean promoting in some countries becomes temporarily (for, say, 2 or 3 years) more expensive should be considered.

The EMDG scheme has been proven successful in increasing Australian exports.  This has been true because it was a firm commitment to pay a specified grant to exporters.  Moving the goalposts, changing the reimbursement and introducing uncertainty in reimbursement reduces the scheme’s usefulness.
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