Michael Turner – 35 Orana Place, Riverside Tasmania 7250          Submission 16 July 2008

I am Managing Director of the Polymeric Group of Companies based in George Town Tasmania and a non-Executive Director of – Southern Plastic Extrusions Ltd (NZ); International Trading Network (Japan) Co. Ltd; Strait Drinks Pty Ltd and Chairman of SVP Industries (Korea).

I serve in an honorary capacity with the Australian Industry & Defence Network as National President; the Australia Africa business Council as a Member of the National Executive; the
Tasmania Indonesia Business, Education & Cultural Council as Chairman and the Tasmanian Manufacturing Industry Council as a Foundation Member.
Since 1991 I have established export operations to the South Pacific, New Zealand, Korea, Japan, Indonesia, Philippines, Malaysia, China, UAE and South Africa.
---------------------------------------------------------------------------------------------------------------------
PART C – TOPICS FOR INPUT AND COMMENT 

C1.
General  

· What have been the drivers of Australia’s export performance in recent years? Primarily for manufacturing SMEs it has been the need to flatten the peaks and troughs of local demand and to expand sales of usually niche or specialised / innovative products into export markets via in-country distributors thereby allowing a degree of insulation against Australia’s higher interest rates and manufacturing costs via scales of economy.
· What factors are influencing the future global trading environment and what are the future opportunities and challenges for Australian business? The current major issues for SMEs are the high non-competitive Australian interest rates and the Australian charged fuel service levy on the shipping of FCLs in comparison with the lower shipping rates from other countries. Generally speaking if an Australian SME develops an innovative product to fulfil a niche or specialised role then that product will have an export market application / demand but due to the ever increasing rate of shipping cost escalation many SMEs are now considering the offering of Licensed IP /Technology for a fee and royalty instead of continuing with exporting actual products. 
· What outcomes can realistically be achieved through trade policies and programs and what are the most appropriate indicators of effectiveness? The best example is the reduction of tariffs and duties coupled with an acceptance of Australian manufactures carrying Australian Standards Certification.
C2.
Structural and supply side factors 

· What factors are inhibiting Australian businesses from exporting, for example in areas such as infrastructure – transport and energy – and skills and labour? 

· What has been the impact of specific factors on the export performance of the SME manufacturing sectors?  Provide detail on the scale of any impacts.  A primary issue is the cost of Australian borrowed funds and the lack of venture capital available to SMEs to assist with R&D and commercialisation. The cessation of the AusIndustry Commercial Ready program has been a blow to manufacturing SMEs in particular. Many Tasmanian SMEs are punished because of location due to the cost of Bass Strait shipping export FCLs to Melbourne for trans-shipping and no assistance with the north bound freight $1685+GST against $915+GST with equalisation. Consequently when competing with Melbourne or Sydney based exporting SMEs Tasmanian enterprises are cost impeded. 

· What action could be taken to address these factors? Allow north bound freight equalisation on export FCLs transhipping via Melbourne or Sydney
· To what extent is Australia’s information and communications technology infrastructure inhibiting export performance, particularly in the services sector?  What particular improvements could be made to ICT infrastructure that would enhance export capacity?  I have no knowledge of this industry
· What is the contribution of innovation to improving export performance and international competitiveness? Innovation and R&D leading to patented IP is a critical success factor for SMEs as it enables entry into niche or specialised (usually small volume by industry standards, but very rewarding for SMEs) market arenas by resolving issues to the benefit of vendor and purchaser alike. How can export-focussed innovation be encouraged?  By making funding available to SMEs for innovation and R&D with International patenting cost assistance on a $2:$1                                                                                                                                                   What actions could be taken to improve Australia’s technological competitiveness? By making assistive funds more accessible to SMEs – the AusIndustry application process has given rise to consultants who charge on a success fee commission which impacts on the SME funds but is necessary due to the amount of time required to fill in the forms by usually the Managing Director who is by nature required to perform a multiplicity of tasks within the SME to keep production and innovation programs moving forward   

· What are the main regulatory issues affecting export performance?  There are very few regulatory issues that negatively impact on SMEs, all provide a worthwhile service in maintaining Australian capabilities What action could be taken to enhance the business environment in ways that would drive improvements in export capacity? By making funds available for export operations at a lower cost rate to enable a more level playing field for Australian SMEs  

· To what extent is the relative profitability of export revenue vis-à-vis domestic revenue a factor determining firms’ ongoing commitment to export? Generally because exports are quoted FOB or CIF the profitability is commensurate with domestic sales or in cases better, especially when payment is concerned with EFT prior to shipment or ILC being bankable as against domestic current 45 to 60 day receipts 
· To what extent has strong economic growth in the domestic economy impacted on export performance in recent years in specific sectors? With most SMEs in the manufacturing sector this has not been a major issue, but at time the increased domestic demand coupled with exports has provided scales of production economy not previously available
C3.
Trade negotiations and market access issues 

· Are Australia’s trade negotiating priorities and policies suited to contemporary international competitive conditions? Yes other than within the Defence arena 
· What changes in Australia’s negotiating policies or approaches could be considered to reflect the changes in the structure of the Australian economy over the past 20 years? Australian SMEs would like to see the acceptance Australian Standards Certification as part of the negotiation process and able to be enforced – see next point.
· How significant are tariff barriers vis-à-vis ‘behind the border’ barriers to trade such as discriminatory domestic regulations and standards in terms of their impact on exports and international business activity? These are widely used, I can give examples in NZ and South Africa where ‘local standards’ have been used to negatively impede my product entering those markets 
· What approaches are likely to be most effective in promoting ‘behind the border’ (i.e. domestic) reforms and liberalisation in the services sector in foreign markets? By making acceptance of Australian/NZ Standards a condition of the negotiation
Multilateral trade system 
· Are multilateral trade negotiations, such as the current Doha Round under the auspices of the World Trade Organization (WTO), the most effective way to open new markets and improve international trade rules? Certainly as countries are encouraged to work with the norm rather than stand alone 

· What emphasis should Australia place on building coalitions with like-minded countries to enhance its leverage and influence in WTO negotiations? I believe that coalitions are of immense value and should be exploited by SMEs in B2B facilitations
· Are there new strategies or approaches Australia could be adopting in the WTO or elsewhere to enhance its effectiveness in terms of opening new markets? Not at the moment while Australian interest rates and fuel levy surcharges are higher than others
· Should Australia support or initiate proposals aimed at reforming the WTO with the aim of improving its effectiveness? Support yes, but as we are a small nation we do not have the G8 punch therefore initiation at this stage is a long bow What areas should be the focus of Australia’s efforts?  

Free trade agreements (FTAs)
· Do free trade agreements support our trade interests, including by providing us with a useful platform for securing market access? Yes, so please keep up the pace  
· Have Australia’s existing bilateral FTAs had an adverse or positive impact? A positive impact for SMEs other than in the Defence industry where such issues as US ITARS etc still cause delays Provide information and analysis to support your viewpoint.

· How should the WTO system be factored into future policy approaches to bilateral and regional trade agreements? This is beyond SME issue
· What benchmarks/criteria should Australia apply to future FTA negotiations to ensure they maximise our national interests, including by fostering a strong multilateral trading system? This is beyond SME issue 

· What countries might be considered as future FTA negotiating partners and why? This is beyond SME issue 

· What balance should Australia seek between achieving ambitious and comprehensive FTAs and securing agreements with countries that are less ambitious in the near term yet would result in commercial gains and political benefits?    This is beyond SME issue
· What are the possibilities of developing regional trade agreements which might build on existing bilateral FTAs? What steps might feasibly be taken to encourage the development of regional trade agreements?  With South Pacific nations I believe this would be difficult due to the balance of trade being primarily seen to be from Australia
· What new approaches could be considered that would generate increased market access and improved treatment for services exporters? The facilitation of pathways for the trading of technologies and IP to enhance the target country opportunities in growing their SME base and thereby improving indigenous employment and wealth towards socio-economic growth
Regional efforts 

· Has APEC’s work program on trade and investment liberalisation and facilitation assisted Australia’s exports and investment? Yes What is the most effective role for APEC in the future in terms of promoting regional trade and investment? These easing of tariff and duty rates that previously impeded the importation of Australian manufactures, where as we are now seeing Certification as becoming the #1 impedance
· What form of regional economic integration in the Asia-Pacific would maximise Australia’s trade and economic interests? Probably the matter of Certification Standardisation acceptability should be prior to economic integration to provide QA and ensure value for money
· What would be the most effective way to promote regional economic integration in the Asia-Pacific? Perhaps the issue of corporate taxation being at the one rate and the consideration of a monetary arrangement similar to the Euro for the regional economic zone Under what conditions would the proposed Free Trade Area of the Asia-Pacific be a worthwhile undertaking? Where it could provide employment and competency up-skilling with an ability to freely move to employment sites within the region on and easily processed visa basis  

C4.
International business development

· What factors are driving the growth in Australia’s outward investment 

· Is outward investment motivated primarily by a drive to expand the company’s operations to achieve economies of scale and market advantages or by the benefits of jumping tariff and cost barriers? Yes in addition to negating the escalating cost of sea freight, high Australian on-costs and high monetary costs 

· Is outward investment replacing exports, enhancing exports or not relevant to exports? Statistically it is arguable that this has yet to impact but I am seeing this SME direction in every State and Territory 
· What are the implications and impacts of the increasing integration of exporting, outward investment and inward investment? Primarily the demise of taxable profits and GST currently associated with SME exports 

· How is inward investment contributing to export activity? By linking into established distribution arenas which expedite the growth of indigenous demand for quality ‘Australian’ innovated products and services
· What are the implications and impacts of how Australian companies engage in international business, for example through global supply chains, ecommerce and franchising? Primarily the demise of taxable profits and GST currently associated with SME exports
· Given the strongly growing and diversifying economies in the Asia-Pacific region, why is the majority of Australian FDI abroad directed toward OECD countries? Because of perceived easier access, language and legal understanding Why is Australian investment directed to some countries and not to others? Because of perceived easier access, language and legal understanding or establish links due to a variety of social connectivity’s from Sister Cities, to school children home stay, to international students at local universities etc.
· What measures – including ‘behind the border’ – could be taken to encourage the expansion of investment and participation of global supply chains in Australia’s region? This really depends upon confirmed identifiable demand which is cash demanding for an SME to link into 
· In what ways might it be possible to improve the capacity of Australian business to secure access to international supply chains and networks? This requires a considerable back room effort to identify and organise (a) those Australian SMEs with the desire and capability to be involved and (b) the motivation and input required to identify potential B2B supply chain targets, introducing and verifying the SMEs and then settling the agreements which is why the GO Program would have been especially worthwhile  

· What actions could support the globalisation of Australian business in a way that is consistent with Australia’s overall economic national interest? The identification of SMEs manufacturing unique/innovative products that have niche export market opportunities and are therefore able to command good profitability and on that basis the provision of Austrade support to identify capable in-country allied field distributors so as to shorten the usual 3 year market entry period and thereby offer earlier returns to especially embryo exporters
· What are the most significant taxation issues affecting export and investment activities?  Withholding tax How important are tax treaties in enhancing exports and investment? They are of critical importance
C5.
Trade development programs and services  

· What are the international trade development needs of the export and international business community? 

· Do these needs vary by industry sector/size of business/ experience/stage of internationalisation and if yes, how? Yes they vary considerably, comparing manufacturing to Food and Beverage exports is impracticable, therefore the needs should be considered by discussion with sector players not just by public servants – industry players provide a currency to their input not based on ABS figures or academic asumptions
· Are these needs currently met by existing programs and services? Not really as they only peripherally address the SME issues  Could existing programs and services be improved and/or new programs and services introduced? Certainly, and the way to do this is in conjunction with SME in-put nationally or via SME associations such as the Australian Industry & Defence Network with over 800 SME members across Australia. But is the last seven years of my National Presidency I have only been approached by the Go program to provide SME orientations, and the Go Program was disappointingly cancelled before it got off the ground
· What services are available from the private sector to address these needs?  To my knowledge they are all consultancy based and therefore very expensive for SMEs where there is no subsidised arrangement Is there any market failure? Yes, because the SME is overwhelmed by consultant program information and the Managing Director is usually also running projects as well as the business
· What measures could be taken to assist companies become ‘export ready’? This is generally ‘done to death’ by Austrade and State/Territory Government assistance programs, but the real issue for an SME is to be able to grab sales at an early stage of market entry to support the cash drain in seeking sustainable distribution mechanisms in the target market. Consequently there should be a process whereby Austrade is used to identify potential local creditable distributors for the intending exports so as to expedite market entry 

· What are the principles that should guide the allocation of funding to support trade development programs should be run at state levels and services should be run under Federal programs that are developed by industry players not solely by Public Servants who think that they know what industry needs ? 

· How are businesses in other countries supported in international business development?  Look at the NZ support model, they support their SMEs more adequately than Australia Do Australian businesses have access to the same breadth of service and support? No we don’t
Export Market Development Grants Scheme (EMDG)

· How effective is the EMDG Scheme, as currently structured, in the following terms: 

· Increasing the number of businesses that develop into exporters? Too difficult for the new exporter hence the rise in commission based consultants
· Increasing the value of exports by grant recipients? Of marginal value due to the depth of paperwork and audited reporting required for SMEs
· Increasing the number of businesses that achieve sustainability in export markets and generate additional exports? Only of marginal assistance due to the $40,000 level
· Developing an export culture? A failure as it is always glibly touted to new exporters as providing 50% refund of expenditures which is far from the truth
· Could the Scheme’s performance be improved?  Certainly Could its rules including on eligibility be simplified while retaining a high degree of accountability and consistency with overall government policy? Accountability should be in line with the ATO self assessment taxation system with audits to confirm as required
· Should the scheme be extended, and if so, for how long? Yes I believe it should for as long as the Australian interest rates are higher than our trading partners
· Are there alternative approaches to the EMDG that would deliver support more effectively or efficiently?  Provide details of any models, including at the international level to support your argument. I would suggest you run a series of roundtable workshops in major cities across Australia to gain SME input on a workable model 

Small and medium-sized enterprises (SMEs)

· What measures could be taken to enhance the export and investment performance of SMEs?  Have Austrade work more closely with the SME in-country at a ‘mates rate’ instead of the big business consultant rate currently charged with an Austrade invoice to be raised only on the successful appointment of a local distributor and his payment of the first order What specific trade development support services are most effective for SMEs? In-country hand holding and introduction program to potential B2B partners
Services I have scant knowledge of this avenue so have not responded
· Are there trade development needs specific to services industries? What new policies and programs would address these specific needs?
· What actions could encourage new and existing service industries to either seek out new export opportunities or to expand current export activities?

C6.
Financing exports 

· How readily can Australian companies engaged in international business access appropriate finance? With great difficulty and piles of paperwork 
· Are Australian exporters able to adequately access seed, venture and growth capital? No
· Is the Australian finance market responsive to the contemporary international business needs of Australian companies? Venture Capital companies glibly announce that they may see 300 applications per annum but only select perhaps 3 to work with which grossly disadvantages SMEs due to cost of an IM and the associated consultant works 

· Are there any specific changes to policy settings or programs that might be considered to better support these activities? Superannuation funds ought to be able to invest in well presented SME projects from R&D through to export assistance and thereby share in the profitability rather than solely listed companies 

· How effective are the products and services offered by the Export Finance and Insurance Corporation (EFIC) in terms of their impact in supporting export activities and the internationalisation of business?  From an SME view EFIC is too expensive and really wants all a company export business especially if there is a low risk client baseIs there scope for improvements to be made, if so in what specific areas? Discussions with EFIC personnel have never afforded a reasonable way for SMEs   

C7.
Investment promotion and facilitation

· How is inward investment contributing to export activity? By underwriting the high costs of export market entry and development by tapping into established home country distribution avenues
· What action could be taken to enhance Australia’s attractiveness as a destination for productive foreign investment? Offering an ‘easier’ residency process tied to investment $ values   
· What measures could be considered to improve the effectiveness of existing investment promotion programs at all levels of government? Perhaps the establishment of a mechanism for investing in Australian SMEs rather than big business ventures with a nominated % of exports to obtain within a given period
C8.
Maximising the effectiveness of trade development resources

· Are Australia’s government resources – at Federal and State/Territory levels - optimally aligned to assist Australian business take advantage of the expansion and evolution in international trade and investment? Yes, reasonably so
· How do the programs/services/level and deployment of resources in Australia and offshore by the Australian Trade Commission (Austrade) and the Department of Foreign Affairs and Trade assist? By facilitating introductions to known capable local enterprises thereby expediting entry operations What about the programs and services of other Commonwealth and State/Territory agencies? They do similar but tend to be based on ‘grandstanding methodologies’  

· How could Australian companies become more aware of and be able to more easily access and navigate the full range of relevant trade and business development programs (with domestic and international focus) offered by State/Territory and Commonwealth agencies? By having in place a Go type range of programs for each of the industry sectors.           END
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