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16 May 2008

Mr David Mortimer AO
Chair

Review of Export Policies and Programs
c/- Trade Development Division
Department of Foreign Affairs and Trade
R.G. Casey Building
John McEwen Crescent,
BARTON ACT 0221
Dear Mr Mortimer,

EXPORT FINANCIAL ASSISTANCE

I have been involved in advising small and medium businesses in export matters for over 25 years. In that time I have had substantial practical experience with various forms of financial assistance that has been made available by Government to business. It is based on that experience that I make the following comments on current export financial assistance. 
INTRODUCTION

The current export financial assistance program, Export Market Development Grants scheme (EMDG), overall has proven to be successful in its aim of encouraging small and medium businesses to enter the export market.
Numerous reports over the past 25 years have supported the EMDG as it provides an incentive for SME’s to enter the difficult and financially draining international marketplace.
 LIMITATIONS
Being an open access program EMDG has a number of limitations that impact on its effectiveness. In particular there have concerns expressed with:

1. The dropout rate of applicants after receiving one or two grants (suggesting that they were not successful in their export endeavours)

2. Minimum spend to achieve a grant

3. The lack of planning by businesses in their export activities

4. The inability of successful exporters to access the program for new markets and/or products

5. The current 2 tier payment system that impacts on cash flow and creates uncertainty rather than encouraging planning. 

STEPS TO ADDRESS LIMITATIONS  

1. Export Planning
It is suggested that all potential new exporters with a turnover of less than $2.0m must undertake an Export Planning and Strategy course. 

This program would be delivered by industry associations, relevant training bodies (such as the Australian Institute of Export) and State Governments, with the Government funding 50% of the cost of such a program (up to $2,500 per participant).

Potential exporters with a turnover of less than $2.0m cannot access EMDG until they have completed the program.

This will address the dropout rate and lack of planning issues.

2. EMDG Tightening
It is suggested that entry provisions to access to EMDG be tightened with the following changes:

· Minimum expenditure of $30,000, with the first $15,000 not subject to 50% rebate.

· No minimum grant (currently $5,000)

· Applicants with a turnover of less than $2.0m cannot access EMDG until they have completed the Export Planning and Strategies course
· A limit of 5 grants per business
This will address the dropout rate as businesses must make a reasonable financial commitment to receive a grant and discourage the numerous small value grant applications.

3. EMDG Extension
It is suggested a second stage of EMDG be introduced allow previous applicants that have received the maximum number of grants to be able access EMDG where they have new products and/or new markets. This would entail:

· Same reimbursement as first stage EMDG
· Businesses must have achieved at least $2.0m of export sales

· Maximum of 5 grants at this stage

This will address the lack of access to EMDG for successful exporters and will enhance the benefits of EMDG as the successful exporters will likely have a better chance of success with new products or in new markets.

4. Grant Funding
It is strongly recommended that EMDG funding be sufficient to ensure that all applicants will receive their full entitlement in a one-off payment.

This will assist the exporters’ cash flow and will provide certainty for in their planning of their export promotional budget. 

OTHER EXPORT FINANCIAL ASSISTANCE PROGRAMS

There have other export financial assistance programs in past years. In particular there have been loans to exporters to develop their export marketing programs. While the loans have been useful for the limited number of businesses that were beneficiaries of the loans, they were administratively expensive for applicants (particularly unsuccessful applicants) and for Austrade, with excessive red tape.
EMDG has the benefit of being open access, where businesses can make their own commercial decisions on their export promotional activities and, provided they meet the eligibility criteria, are able to receive financial support for part of their expenses.     

I have further details on how these suggested changes to EMDG could operate and can provide further detail if requested.

Yours faithfully,

Gary Cronin,

Managing Director.  
