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NATIONAL AQUACULTURE COUNCIL INC.
1st May 2008
trade.review@dfat.gov.au

RE: TRADE REVIEW – Review of Export Policies and Programmes
To whom it may concern,

The National Aquaculture Council is the peak body representing over 98% of the Australian aquaculture industry. It has collated information from a number of its members including Prawn, Salmon, Pearl, Oyster, and Tuna farming industries, to ensure most of the priority issues are covered in this submission.

The Federal Government must seriously look at the resources needed to ensure it has the capacity to adequately deal with trade and market access issues in the aquaculture industry. 

This submission has a dedicated component concerning the EMDG. 

The survival of this rapidly growing industry is dependent upon a closely integrated programme of support services.
I would be pleased to meet with the review group to discuss in detail the various aspects of this submission and to further canvass input from key producing sectors.

Thank you for your assistance.
Yours sincerely
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Simon Bennison
Chief Executive Officer
The Role of the National Aquaculture Council on Trade and Market Access(TMA) Issues.

The NAC facilitates and coordinates TMA issues on behalf of its members. It is currently developing an overarching TMA policy and strategy for the aquaculture industry. 

The NAC undertakes advocacy in relation to policy issues affecting the industry on trade and market access and works closely with other stakeholders to make sure the best interests of industry are served. It works to ensure that its members’ interests are reflected in Australian agreed trade negotiation positions and presented in relevant national and international TMA fora (including Codex, OIE, AAWS). The NAC plays an important role in facilitating communication between and within its members in relation to TMA issues.

TRADE AND MARKET ACCESS

In the public good, Governments expend significant resources on bilateral and multilateral trade discussions and negotiations. Yet it is sometimes difficult for government negotiators to encompass market access issues specific to particular industries. They must, necessarily, focus on the ‘big picture’.  Their efforts can be reinforced by parallel work by industry itself.  Industry has the product knowledge to argue specific issues, often without this detracting from negotiations at the bigger picture level.  As well, short term results can often be achieved, whereas broad, bi or multi-lateral negotiations take a considerable amount of time.

For many aquaculture products, world trade regulation has developed in a way which has left high barriers to entry.  These relate to tariffs, difficult quarantine or health requirements and the like. Joint industry/government action is required to solve these issues and translate into general community benefits in terms of wealth creation and regional job stimulation. Having said this industry cannot effectively take on these issues without government involvement and support. There needs to be better and closer levels of cooperation to create change and not give up because it all gets too hard.
It is important that this review unearth better ways for Australia to resolve trade issues where possible. It is worthwhile exploring methods used by other countries.

Policy development is occurring in an ad hoc fashion across the areas of trade and market access. Government and industry need to work together to develop this roadmap that identifies the key impediments and the strategies that can be implemented to resolve them. 

Access to some key markets such as the EU is very difficult to achieve for Australian producers due to tariff and non-tariff trade (unrealistic antibiotic residue testing) barriers. There is also now the threat of food miles. The intention is to open up these markets through a number of initiatives such as those listed below.

Cost Structure

The costs of production to industry are growing at an alarming rate and it is critically important that the Government ensures that additional costs are not imposed upon industry and that efficiency and cost effectiveness are key drivers.

Tariffs

The NAC acknowledges the achievements by the Department of Foreign Affairs and Trade in reducing the tariffs of selective countries and in particular the EU. The NAC requests that the government work with industry to have tariffs reduced to the current Doha recommendations or preferably lower. The industry requests the Government to run negotiations in parallel with the free trade agreements that are currently or proposed to be negotiated in order to optimise the outcomes.

Financing the Export Controls.
The aquaculture industry is seriously concerned over the lack of an industry finance strategy for the Export Controls Programme that is administered by AQIS. As the current capture seafood industry downsizes, fewer exporters wear the burden of increased administration. Increased costs are passed on to remaining producers. There is no understanding from the aquaculturists what the future costs from this programme will be except to anticipate that profit margins will be further eroded. There is little incentive for the smaller exporters to invest in offshore markets if they are unsure of the costs involved. 
The AQIS programme is currently supported by the Government to the level of 40%. The NAC requests that the government review the current industry financing strategy in order for industry to budget accordingly and incorporate associated costs into their management structure. The Government should extend its financial support for the programme.
Seafood Export Consultative Committee
There needs to be better transparency on the activities of the SECC. Where possible activities should be made available to industry through better communication strategies in order to improve the understanding in industry.
Database, Processes, Consultation and Information

Industry sees an urgent need for a data base to be developed on the aquaculture portal that will maintain information on importing and exporting requirements and any access issues. Recent issues with seafood imports from China have highlighted the need to review existing arrangements and better inform the industry and consumers. Equivalence in testing programs is also being sought by some sectors.

National Residue Survey

The NAC requests that the Government continues to support the sector and company specific approach for the NRS to enable Australian producers to access EU markets. The Government must continue its commitment to provide financial assistance for the NRS programme to facilitate exports to the EU and other countries. The industry was recently advised that it would need an approved programme from the EU to be able to export to other countries or else access would be lost. 
The industry is also to adopt separation protocol to meet EU requirements and these must be in place early in 2008. Resources will be needed to develop these protocols and integrate them into the export programme. This will require additional through-the-chain labelling technology and procedures. Industry needs to be conversant with the technology, protocols and their application.
Industry wants the Government to create a level playing field for Australian producers when dealing with the EU. AQIS tests at the border whilst the EU demands a very extensive and expensive testing programme well before the product leaves the country. This puts Australian producers at a disadvantage. It is unclear why Australia does not require a similar certification programme of other countries.
Analytical Facilities - Food Safety

The shellfish industry is plagued by costs associated with analytical tests to determine the safety of products concerning biotoxins. The industry is looking at ways to cooperate and establish a facility that could do all the shellfish industry’s analytical work and thereby create economies of scale and improve profitability. The industry requests the Government to assist in the establishment of facilities that can be NATA accredited to complete assays in Australia.

Industry must complete mouse bioassays at present and it requests the Government to argue the case to have other methods adopted (chemical) to replace this unethical, expensive and inaccurate method.

Abalone Biotoxin Testing

Recently the EU indicated that abalone exports needed to be tested for biotoxins. The Government needs to have the EU deliver on a risk assessment with the Australians to demonstrate why this is necessary particularly with processed can product where the risk is virtually non-existent.
These issues with the EU reinforce the need for Australia to evaluate the need to develop an agreement with the EU as countries such as New Zealand have recently achieved. It is anticipated that this will overcome most of the trade issues with the EU.
Meanwhile some companies have given up on exporting abalone to the EU.
OUTCOMES

· An internationally competitive aquaculture industry.

· Improved acceptance, application and implementation of aquaculture policy.

· Reduction in tariffs to key markets.

· Safe foods for consumers.

· Domestic and international recognition of Australia’s aquaculture industry product integrity.

SUBMISSION BY THE NATIONAL AQUACULTURE COUNCIL AN APPROVED BODY OF AUSTRADE

Export Market Development Grants Scheme

As an approved body under this scheme it is essential that additional resources are provided to the programme to cover the costs of supporting industry in developing export markets.

In 2006/07 the NAC was well short of the funds necessary to ensure that its participation in export activities was viable. The NAC encourages the Government to make sure that adequate resources are provided to this excellent scheme to meet increasing participation and allow for inflation.

The NAC is strongly supports the proposal put forward by the WA Fishing Industry Council and reinforces the comments in its submission.

The NAC welcomes the changes to the EMDG by the new Labor Government, particularly raising the total funds available for the first time since 1996 and the reversal of a policy which disallowed regional approved bodies. 

Previous reviews of Austrade services concluded that the most effective service that Austrade offered was the EMDG scheme, the only real criticism of it being the high cost of its administration. They did little, however, to improve the efficiency and effectiveness of the scheme overall. 

The NAC has held approved body status since 2006. It is a service to the industry that the industry very much appreciates, but there are currently just two Approved Bodies for the third largest primary production export sector after wheat and wool. The efficiency and effectiveness of approved bodies lies in their engagement with small and regional enterprises, particularly those that have not exported before. These are precisely the companies that the new government wishes to see expand into export markets but the NAC is constrained by a number of factors, peculiar to approved bodies, that severely limits its effectiveness. The industry council proposes a small number of changes to redress the inefficiency that is built into the current rules.

SUMMARY

1.
That, for approved bodies, the EMDG ceiling is raised from $200,000 to $400,000.

2.
That approved bodies be exempt from the ‘pool’ and always be paid their full entitlement.

3.
That the EMDG payment for approved bodies be paid in full with the first tranche EMDG payment (usually November following the financial year of expense).

4.
That approved bodies are exempted from the five-year application cycle and that their approved body status continue indefinitely whilst the approved body is undertaking eligible export market activity.

5.
That the amount available for EMDG, fixed at $200million is geared to reflect the cost of engaging in export promotion and development.

RATIONALE

1.
Approved Bodies represent the most efficient vehicle for new and small and medium business enterprises to enter export markets.  This is because Approved Bodies can organise events and or provide expertise that is frequently beyond the capability of individual exporters, particularly for new exporters and those from remote regional areas.

In turn the Approved Bodies reduce the numbers of often very small claims made to Austrade, and thus the burden of administration and audit.

By increasing the grant allowed to Approved Bodies, Austrade will encourage more very small businesses and regional businesses to enter export marketing in a most cost efficient, cost effective and accountable manner.

2.
By their very nature, Approved Bodies must be not-for-profit.  They are generally constitutionally unable to undertake unfunded liabilities.  Thus the uncertainty of the second payment makes it not only impractical, but positively illegal for an approved body to operate at its best, ie by being able to provide expert services to exporters then recover the funds later from EMDG.

Equally axiomatic is the fact that an approved organisation cannot recover export marketing expenses from sales income.

As Austrade, quite properly, does not allow rebates to people for expenses recovered from EMDG the avenues of members paying the full cost and receiving a refund from the grant is also closed.  In any event, Incorporated Associations are prohibited from distributing income to members. By paying approved bodies the full grant entitlement for approved eligible expenses Austrade will ensure that Approved Bodies give maximum benefit to exporters, while removing the element of risk that severely restricts their ability to give exporters the maximum assistance possible.

3.
The third point is that, if point 2 is conceded then there is no reason to make two payments once the amount granted to the approved body has been determined. Therefore the full amount of the grant should be paid in one instalment by November. In many instances this will be ploughed straight back into export market development.

4.
Approved Bodies are not bound by turnover limit ($20million) or other limits that apply to companies.  They also have the ability to undertake long term expert planning over periods of 5 – 10 years.  Therefore it is both unnecessary and undesirable for Approved Bodies to face the uncertainty of making a completely new application to retain their status every five years.  It creates a deal of unnecessary work for both the applicant and Austrade.  Instead of requiring an application for status every three years Austrade should simply review the export performance of each Approved Body by analysis of the outcomes of its market activities and its claims record.

As a safeguard Austrade would have the ability to require that an Approved Body that did not undertake eligible export activity, say over three consecutive years, to show cause why the status should not be removed. Austrade would also, as now, be able to cancel an Approved Body status in the event of a serious breach of the conditions of approval.

5.
The ceiling of $200million total available for EMDG is a welcome lift to the original limit that was set over twelve years ago. It had obviously declined in real terms. The new limit should avoid that by being adjusted regularly in line with increased costs of doing business overseas.

These small changes to the current EMDG scheme will improve the efficiency and effectiveness of the EMDG scheme and significantly improve the Federal Government’s return on its investment in the programme. 

The amounts of money involved are relatively small.  If every one of the 38 active Approved Bodies was eligible for the full grant as proposed ($400,000 pa) the total payment would be just $15.2 million, less than 8% of the total available for EMDG.  Even if the number increased to 100 it would still only account for 20% of the total pool. This would be offset by an immediate reduction in the number of small grants paid to smaller businesses, reducing Austrade cost of managing the scheme significantly. It would also apply the grants to the areas where they are most effective ie to new and small regional businesses.
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Address all correspondence to:  PO Box 254  Cottesloe  WA  6911  Australia

Phone: 0407776439  E-mail: nac@aquaculture.org.au 
Web:
www.australia-aquacultureportal.com
ABN: 96 912 231 582
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