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The export of perishable and time sensitive products contributes significantly to Australia's
balance of trade. A high proportion of these exports are sent to countries in Asia and this report
focuses on that market.

Australian producers are renowned for producing many high quality products. For exporters
what is important is the value of the goods which is measured by the market price paid by
overseas customers.

Jet fresh, high value products will provide sufficient returns to pay for high levels of service
throughout the export chain which will maintain the quality of products as they are transported
from paddock to plate.

Success in exporting perishable and time sensitive goods lies in focusing on high value and high
quality products, produced in sufficient volumes to maintain a presence in the overseas market.

Australian exporters are moving towards an export culture with the creation of networks and
alliances to achieve best results. The work of the Western Australia Air Freight Export Council
demonstrated how an industry-driven export-focussed group can improve export performance.
The creation of similar groups could encourage the further development of an export culture.
Whatever initiatives are adopted, the incentive for change must be commercially based.

The impact of the air freight regulatory environment on the export of perishable and time
sensitive products is influenced by the global nature of air traffic and by the negotiations
between governments on international traffic rights between Australia and other countries. On
the balance of evidence presented, the demand for air freight can generally be met with
available capacity on passenger flights supplemented by dedicated freight services and ad hoc
charter services to meet peak demand periods.

Australian freight rates for exports are some of the lowest in the world and are sustained by
passenger services and inbound freight rates. This has allowed low value products to continue
to be exported. The amount of capacity available to exporters will be determined by the
demand for passenger services and inbound freight. If exporters wish to use dedicated freight
services, they may have to pay a premium.

It is likely that exporters of low value agricultural products will continue to use the capacity
offered on international passenger flights. The rates which dedicated freight service operators
have to charge to remain economic means that their services are best suited to exporters of high
value products or those who are able to coordinate high load factors and exploit particular
windows of opportunity.
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The impediments to the export of perishable and time sensitive products do not lie primarily
with the transport sector. Individual producers or groups of producers who are able to
coordinate regular loads, over extended periods, or anticipate capacity needs wel! in advance
will be able to access the guaranteed capacity obtained from the airlines by forwarders.

The wider implementation of quality assurance handling agreements is essential to creating a
successful export culture. Such agreements specify the requirements for appropriate handling of
products as they move through the export chain. This will help to assure that premium prices
are paid for Australi-an products in overseas markets.

The committee considers that solutions to infrastructure problems need to be made on a sound
commercial basis. Extensive further assessment is needed on the proposals for inland
international air freight hubs. However, on the limited evidence provided to the committee,
such proposals are unlikely to be commercially viable.

In summary, the story of air freight exports of perishable and time sensitive products is the need
to export products valued by the foreign market. In a nutshell exporters need to:

target markets;

target high value products;

change the culture throughout the export chain; and

get the quality right to meet the needs of overseas customers.

The conduct of the inquiry would not have been possible without the help of the air freight
export community. On behalf of the committee, I wish to thank the many people who made
submissions, provided exhibits, and participated in the public hearings.

I wish to thank the Chairman and members of the previous committee and my colleagues on the
current committee for their contribution to the work of the inquiry. The committee expresses its
appreciation for the work of the secretariats of both the previous and the current committee.

Mark Vaile MP
Chair

22 November 1996



In July 1995 the then Minister for Trade, Senator the Hon Bob McMullan requested the House
of Representatives Standing Committee on Transport, Communications and Infrastructure to
inquire into and report on whether there are any systemic deficiencies in Australia's air freight
export infrastructure.

The committee was asked to consider:

• the extent to which air freight capacity matches the existing and projected needs of
Australian exporters;

- in particular the needs of exporters of perishable and time sensitive products
operating outside the main air freight forwarding centres of Sydney and
Melbourne;

the commercial and regulatory considerations which impact on air freight capacity;

policy and industry options to facilitate better air freight links; and

the costs and benefits of pursuing change to the current regime.
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In June 1996 the Minister for Transport and Regional Development, the Hon John Sharp MP,
requested that the House of Representatives Standing Committee on Communications,
Transport and Microeconomic Reform undertake an inquiry into air freight exports.

The air freight inquiry was asked to examine the opportunities to improve efficiency in the
exports of Australian products, particularly perishable produce, through enhancing Australia's
air freight services and developing infrastructure and to make recommendations on changes that
are required.

The Committee was asked to consider:

The opportunities for the growth of air freight exports.

• The extent to which airlines are able to meet the existing and projected needs of
Australian exporters, in particular the needs of exporters of perishable and time sensitive
produce.

The extent to which regulatory procedures and current export industry operating
practices and procedures impact on the development of air freight opportunities.

Opportunities for improved coordination and linkages in the export air freight chain.

Opportunities to improve market development and access.

The need for, and the viability of, additional infrastructure, particularly to meet the
needs of regional exporters for access to air freight centres.

The ability of exporters to meet the cost of the provision of dedicated air freight
capacity.
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ABS Australian Bureau of Statistics

ACS Australian Customs Service

AFEC Air Freight Export Council [Western Australia]

AFIF Australian Federation of International Forwarders

APEC Asia Pacific Economic Cooperation

AQIS Australian Quarantine and Inspection Service

ASIC Australian Seafood Industry Council

BTCE Bureau of Transport and Communication Economics

CTO cargo terminal operator

CWEDG Central West Economic Development Group

DPIE Department of Primary Industries and Energy

DTRD Department of Transport and Regional Development

FAC Federal Airports Corporation

IMC Inland Marketing Corporation

ISO International Standards Organisation

KSA Kingsford Smith Airport, Sydney

NUW National Union of Workers

RAAF Royal Australian Air Force

TWU Transport Workers' Union of Australia
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In the course of conducting the inquiry, the committee found that to successfully export
perishable and time sensitive products, producers need to concentrate on high value products
which meet the specifications of target markets.

This is in contrast to the perception of some witnesses that the difficulties in exporting
perishable and time sensitive products are due to:

• inadequate capacity negotiated in Australia's air service agreements;

inadequate service throughout the export chain; and

• lack of appropriate infrastructure.

Evidence given to the committee confirms that the export of consistent quantities of high value
products can provide sufficient returns to:

command the air freight capacity required on aircraft;

pay for a high levei of service as products move through the export chain; and

sustain investment in infrastructure.

To export successfully, producers of perishable products need to produce:

high value products which meet the specifications of target markets;

• consistent volumes of products for export over time; and

consistent quality of products for export.

Australians produce many high quality perishable and time sensitive products but for exports it
is the value (market price) given to products by the foreign market that is important.

The committee found over and over again that for Australia to succeed further as an exporter of
perishable products, the key message was the need for a significant cultural change among all
participants in the export chain. The committee is of the view that the incentive for change
must be commercially based.
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Competition in cargo terminal operations

terminal operations, (paragraph 2.40)

Quarantine and Inspection Service standards, (paragraph 2.49)

Marketing

facilitating strategic alliances and partnerships, (paragraph 2.78)
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including packaging which:

extends the shelf life of the product, (paragraph 2.79)

Communications

lion 5

(paragraph 2.100)

Achieving critical mass to access markets

Export Council, (paragraph 2.138)
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funding* (paragraph 2.139)

Matching capacity to needs

Impact of export regulations and clearance procedures

3.
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by 31 October 1997. (paragraph 3.89)

the cost effective capture of export data, (paragraph 3.90)

Developments in handling

Council, (paragraph 4.72)

perishable and time sensitive products, (paragraph 4.73)
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Infrastructure at domestic airports

viable, (paragraph 4.129)

Final recommendation

Regional Development report to the Parliament on the progress
of the initiatives in the recommendations in this report by
31 October 1997. (paragraph 4.141)
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