chapter 3:	AWARENESS AND ATTITUDE





As an affluent and modern society, Australia is a strong domestic market for its food producers.  With the exception of a few major agricultural industries, such as grains, beef and wool, agricultural producers have historically focused on Australian consumers and have lacked a strongly developed export culture.  Gradually, this focus is shifting as production increases and overseas markets become more accessible.  The enormous economic growth in the Asian region in the last ten years has been a prime driver in the development of a more extensive focus on exports.  Notwithstanding the recent emergence of a stronger focus on exports the development of an export culture among producers and processors is not yet a trend which pervades deeply enough through all primary industry or community sectors.  An effective export culture would be characterised by an entrenched attitude in the nation’s outlook which recognises the need for a healthy exporting activity.  Such an attitude would engender an operating environment which assists the commercial sector to be internationally competitive and removes impediments to export.


Scepticism about the benefits of trade liberalisation has emerged from Australians who are either caught up in serious economic adjustment or those who do not understand the importance of trade as an income-earner.  The Committee found that trade liberalisation is supported by most peak industry bodies but that these bodies have not properly and effectively informed their grassroots constituents about the potential benefits of trade liberalisation.  This is not just a matter for the peak bodies - government and industry have a mutual responsibility to provide adequate information to the grassroots.  Producers at the grassroots also have a responsibility to seek out information for themselves in order to take advantage of changes in market opportunities.





Industry leadership attitudes


Australia's agri-food industry is among the largest sectors of the Australian economy and is one of its biggest export earners.  In 1996-97, the exports of agricultural products were valued at $21.8 billion and totalled more than one fifth of total Australian exports.�


Irrespective of these improved figures, there is still scope for significant improvement and development of a focussed export culture within Australia’s agricultural sector. As productivity within Australian agri-food industries has improved and production increased, coupled sometimes with increasing import competition, returns from domestic markets have diminished and producers have sought expansion into other markets.  In these circumstances, the livelihood of businesses depends on the ability to sell product overseas.  In the past some primary producers and agents (particularly in the smaller industries) have only exported product to clear periodic surpluses on domestic markets, resulting in opportunistic behaviour with little or no strategic planning or commitment.  An increasing number are now committing to export markets for the longer term.


The Committee met with many successful exporters who are acutely aware of opportunities in overseas markets and impediments to exports.  Their evidence suggests that good returns are there for producers committed to supplying their overseas customers with reliable and consistent high value and quality product.  The export culture within these individual companies is strong and the Committee is keen to see further development of this type of export commitment.


The Committee was encouraged to find several industries as a whole have developed a strong export culture.  For example, the Australian Wine Export Council advised the Committee that the wine industry strategic marketing plan, Vision 2025, has set targets of $2.5 billion in export wine sales by 2025, significantly up from the current $600 million, reflecting a growth in the level of exports from 30 per cent of production to 70 per cent.  The industry has undergone a massive export driven expansion, with exports increasing from $20 million to $600 million in ten years.  The export culture was evident in the Committee’s discussions with producers and while the attitude has been driven largely by relatively high returns, the Committee was also impressed that producers believed their products were excellent and deserved to be showcased on world markets.


The National Farmers' Federation (NFF) expressed strong support for the direction taken by Australia’s trade policy over recent decades:


The Australian rural sector is a major contributor to the nation's export effort and the National Farmers' Federation has a strong commitment to the process of ongoing agricultural trade liberalisation.�


In support, the Grains Council of Australia (GCA) argued:


Due to the dependence of the Australian grains industry on exports for much of its income as well as potential economic growth, reforms to international agricultural trade will prove vital to the future of the Australian grains industry.�


When asked by the Committee where the grains industry would be now if Australia had not pursued trade liberalisation, Mr Neil Fisher of the GCA replied that it would have been worse off:


The grains industry in Australia would obviously be a lot smaller, because we would not have had those export opportunities if we had to slug it out in those bulk, undifferentiated markets, subsidised markets, with the Americans. We saw EEP impact on our price by anywhere between $40 and $80 a tonne. That would have made it non�sustainable for a significant number of growers across the wheat belt. So we would have had a smaller industry; we would have earned fewer export dollars.�


The meat and livestock industry indicated that, while it had benefited greatly from market liberalisation, more can be achieved.  The gains from trade reform which will have been achieved by 2000 are impressive, but those gains represent only about 50 per cent of the total to be achieved from full trade reform in major markets.�  


�
The Australian Apple and Pear Growers Association (AAPGA) also identified significant future benefits:


There is no doubt of the longer term benefits of reform to Australia’s agricultural exporting industries and Australia must be seeking to maximise these benefits.�


The Queensland Sugar Corporation advocated continued reform to world sugar trade:


The ability to compete on an equal basis with other sugar producers would see large potential benefits flow to the Australian economy.  The benefits estimated by ABARE, the World Bank and others would result in world sugar prices increasing by more than 15 per cent.  At current levels of production this would generate increased export earnings flowing from sugar production for Australia of more than AUD 210 million per annum.


For this reason the Queensland Sugar Corporation is seeking further gains to be made in future trade negotiations both globally and regionally.�


The peak industry association representing the pig industry had only qualified support.  The industry felt that it could succeed in export if it had some sort of period of relief from the impact of trade liberalisation during which it could move from being a developing industry.  The industry representatives said that they were not against trade reform, but they did not want Australia to be liberalising ahead of the rest of the world.  They felt that it should be recognised that free trade and the level playing field do not exist in world agricultural markets.  There was a perception that the pig industry has been used by the Australian Government as a sacrificial offering in trade negotiations because it is small.  The Pork Council of Australia submitted:


As an emerging export industry, access to international markets for pork and pork products are critical for the future growth of the industry.  In this context, the industry recognises the potential benefits associated with reform of international agricultural trade and is broadly supportive of efforts by the government to pursue further reforms.  At the same time, the industry has some concerns about the negative impacts on Australia as a result of these reforms.�


The Committee has observed that, by focussing on the domestic market at the expense of export opportunities over a long period of time, the pigmeat industry has lagged behind in restructuring to improve its international competitiveness.  Graphs 3.1 and 3.2 illustrate the low proportion of Australian pigmeat and poultry meat products sold in export markets.


More strongly opposed to Australia’s trade liberalisation policies was the chicken meat industry which, like pigmeat producers, until recently did not face import competition for the Australian market and has not been a significant exporter of product:


As a direct result of Australia's Trade Policies our industry is now being thrown to the wolves of the highly corrupt international poultry trade by agreements to remove our quarantine barriers and to allow tariff free imports of poultry meat into Australia for the first time in over 30 years.  Not only is this decision irresponsible and foolhardy from the avian disease aspect (with its potentially devastating environmental consequences) but it totally fails to recognise the realities of the world trade in poultry meat.


For the information of this committee the way our trade negotiators have stitched the poultry industry up in the international scene is nothing short of treason.  There is no upside to the deal for our rural industry, only a down side.�
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Similar complaints came from the dried fruits industry which argued the industry has not benefited from trade liberalisation and believes there is a need for continuation of domestic support and protection.  The view was put to the Committee that competitors enjoy government support but Australia is putting itself out of business by removing protection and assistance.  The Committee was told tariff protection in the industry has declined from 15 per cent to 5 per cent over the last ten years, but other countries have imposed barriers to trade and subsidised local production.  The United States Government provides promotion funding �
to the Californian Raisin Board to assist its export prospects.  The rapid expansion of the Turkish industry has been underpinned by direct Government funding to growers.  Similarly, the Greek industry receives support from the Greek Government and the European Commission to aid production and exports.


On balance, however, the Committee found a continuing and generally widespread and strong support from industry organisations for Australia’s trade liberalisation policies.  This support has also been reinforced by state governments in meetings with the Committee.





Grassroots attitudes


In most of the major agricultural industries, there is a readily apparent export focus among the industry leadership.  The Committee is concerned, however, that while there are examples of an export culture, it is not yet a widespread phenomenon embraced to the same extent by most grassroots producers.  A 1996 Department of Primary Industries and Energy survey of 660 rural producers from meat (broadacre), wool, vegetable, fruit, dairy and grains industries found only six per cent of farmers surveyed considered themselves to be actively exporting.  Sixty-three per cent of producers in the sample had “no interest in current or future export activities” and only 3.5 per cent said that exporting was a major part of their business.�  The Committee considers it essential that information on globalisation and trade liberalisation is provided to all producers, especially those who currently have no interest in exporting.


Mr Don McGauchie, then President of the NFF, supported the Committee’s concerns:


In agriculture, if you ask most farmers if they are exporters they will answer, ‘No’.


Tim Fischer has been hammering the Wheat Board recently to get out and put signs on some of the local silos saying ‘Where your wheat goes to’ so people understand that it does not just disappear down a hole out at Boree Creek, but actually ends up in Egypt, the Middle East, the Philippines or wherever. With a lot of these things we have taken people for granted too much in expecting them to understand what these matters are.�


Nationally about 80 per cent of wheat production is exported, with South Australia and Western Australia exceeding that level.  NSW exports a smaller proportion of its production than other States due to the size of its domestic market but nevertheless exports a significant proportion of wheat at 64 per cent in 1996-97.�


In response to a question from the Committee as to whether grain growers understand the need for trade reform, Mr Neil Fisher of the Grains Council of Australia replied:


The growers we deal with through our farm organisations, at the level we operate at, obviously do. I am not sure that, if I went to a silo queue out in western New South Wales and sat down underneath the truck, in the shade, and started talking to them about the advantages of free trade, in the first instance they would all appreciate it. But I am very confident that at the end of half an hour they would understand the advantages of free trade. They would know where their wheat was going, why it was going into those markets and that it would not have got there if we had to be, as I said, slugging it out with the Yanks in subsidised markets.�


While support for trade reform is generally strong within government and peak agricultural representative associations, amongst the wider community, including many grassroots producers, support is certainly less forthcoming. There is a disconnection within parts of the community in recognising the nexus between individual standards of living and the need for Australia to trade on world markets.  There is also grassroots suspicion that Australian negotiators have offered up more reforms than we have received in return from other countries.


The views of the AAPGA expressed in paragraph 3.11 are not shared by all the industry.  The Committee met with Towac apple growers who did not believe that trade reform had delivered the promised benefits and that some form of protection should be provided to the industry against imports of fresh and processed products.  Developments such as the impending  impact on the world apple market of large investments in Chinese production has helped shape the attitude of the Towac growers. Already 50 per cent of AustraliaÕs apple juice concentrate requirements are imported, despite a six per cent tariff, and 25 per cent of pie apple requirements are imported from New Zealand, in the latter case causing returns for processed apples to fall sharply from $300 to $185.  The industry expects this to get worse, and already Cascade in Tasmania and the only processor in South Australia have closed, leaving neither state with any significant processing capacity.


The Committee is inclined to the view put by Mr McGauchie that people instinctively prefer the status quo and that changes are used as easy explanations for troubled times:


People do not necessarily, as a matter of course, believe that good trade policy, and particularly trade policy which is in the interests of the nation and in the interests of particular industries, is necessarily in their personal best interest. Certainly the process inevitably involves one of significant change to people. The world is in constant change and most people do not like change. A very small percentage of the population actually enjoys seeing things and changing themselves to match that.


Often trade reform is a very easy target for people to use as a criticism for a whole range of things that are happening to their lives that they do not particularly like and the disruption that it causes.


The other thing is that there is a natural inclination for people to believe that you should protect your own and, as we have moved from tribes to city states, to nation states, to now a much more global world, I think most of our people are between city states and nation states somewhere in their thinking, without understanding their interests. And you can trot out all the statistics you like on where an industry is heading and where it is going and what the benefits of trade reform are, but a piece of television footage of somebody losing their job because there is change taking place tends to rub out a lot of the support for that very quickly. So, in my view, it is an issue that we have to address, and we have to do a great deal more work in explaining to people the benefits of trade reform.�


�
A sociological impediment of this type may be more effectively addressed than previously through a clearer understanding of the issue.  There is scope for studies to be undertaken to determine more precisely the nature of this impediment.  “Change resistance”  is a common management situation but the Committee is not aware that it has been adequately studied in the context of trade reform.  The Committee recommends that:


(3)	the Departments of Foreign Affairs and Trade and Primary Industries and Energy, in conjunction with peak industry bodies, undertake a study to determine the motivations for change and the resistance to change among primary producers faced with new business environments as a result of trade reform.  The aim of the study should be to provide a better understanding of the motivations of primary producers. 


Some horticultural growers who met the Committee in Queensland said that they did not want to worry about marketing their product, they just wanted to be told what to grow.  These growers displayed no interest in the destination of their product after it left their farms. In many cases the export culture in Australian agriculture seems not to extend beyond the industry leaders and the various marketing organisations.


The then South Australian Department of Primary Industries believed it was starting to see a change in the culture with food processors.  It informed the Committee that growers are also starting to pick up some of the export marketing information that is being made available, but the Department confirmed the view that a significant proportion of primary producers do not have an interest in their produce beyond the farm gate.


The farming community is not singled out for criticism on this issue.  An export culture is not yet entrenched as a way of life in the wider Australian community.  Indeed, the export culture within agriculture is probably more substantial than in other areas of the Australian community.  The Committee believes the export culture of the general population falls short of what might be expected from a country so historically reliant on agricultural exports.


There is no short term solution to improving this situation which is based on a traditional outlook reflecting, in some part, Australian history, culture and the educational system.  However, the Committee found New Zealand an impressive role model with its strong export focus in its agricultural sector.  Conventional wisdom indicates the export culture in New Zealand has emerged as a result of its relatively small domestic market and therefore its heavy reliance on overseas markets to shift product.  Australia has not had the same agricultural market conditions as New Zealand to drive an export mentality among producers.  The Committee heard interesting evidence from the Australian Horticultural Corporation (AHC) to support this phenomenon:


New Zealand, with three million people, has had to export. South Africa, with about six million people who could afford to buy most fruits and vegetables, had to export. The same is the case in South America. With 18 million people in Australia it is not a bad market and that is where most people are focused.�


Mr Denis Hunt, the Chief Executive Officer of the New Zealand Fruit Growers Federation told the committee that while exporting is a matter of survival for New Zealanders, Australians regard it as a “bonus”.  The Committee found the export culture of New Zealand agricultural industries hard to identify among its Australian counterparts.  The New Zealand proactive approach to managing its trade problems is a model which needs to be adopted by Australians if we are to capture benefits of trade reform.  From producers to government agencies, the pursuit of export markets needs to be undertaken more vigorously.





Developing Australia’s Export Culture


Multicultural opportunities


One of Australia’s greatest strengths is our exposure to a large number of diverse international cultures, providing Australians with the opportunity to learn and understand the ways people in other countries live.  Australians should  find it relatively convenient to develop a practical engagement with the world.  This advantage lends itself to translation to the business world.  Australian producers already have a “foot in the door” in being able to readily prepare themselves for cultural differences in export markets.  The wealth of multiculturalism is under-utilised, in a formal sense, in Australia’s push to develop overseas markets.  Australian producers should be capitalising on the linguistic and cultural skills, knowledge of business networks and experience in business practices often available in people born and educated overseas.  The Committee noted that, in March 1997 the Department of Immigration and Multicultural Affairs (DIMA) held a National Networking Forum to enhance networks between bilateral chambers of commerce and business groups, chambers of commerce in the States and government agencies.  The Committee is also aware that DIMA launched an action plan in October 1996 on how the tourism industry could best capitalise on the language and cultural skills of Australians from diverse backgrounds which was followed by a series of workshops to support the action plan. The Committee proposes that Australian primary producers be encouraged to adopt a similar approach and further tap into the potential offered by Australia’s multicultural population.  It recommends that:


(4)	coordination and linkages between activities within the Foreign Affairs and Trade, Primary Industries and Energy and Immigration and Multicultural Affairs portfolios be strengthened to develop programs that provide Australian primary producers with a better understanding of the business cultures of overseas countries and the potential within our own multicultural agricultural sector for exploiting export opportunities.


Market information


The fostering of an export culture among Australian industries is a vital activity which needs to be pursued by government and industry alike.  To develop an export culture it is necessary to create a good appreciation and understanding of market outcomes - where product goes and what happens to it.  This is made easier when producers are closest to the end consumers, enabling producers to gather first hand information on consumer responses to their product.  They receive feedback first hand on trends and prices, allowing them to adjust production and transport arrangements accordingly.  The Committee found a good example in �
the Macquarie region cotton industry where 95 per cent of the product is exported and growers receive daily faxes of marketing information to guide their business decisions.  The Committee sees great merit in bringing producers closer to their markets via electronic information sources.  First hand information from export markets can serve to bring greater confidence in the control of the export business for the producer.  The Committee discusses various market information issues in more detail in chapter 4 of this report.  


Scholarship Placements


The talent of rural leaders is evident to the Committee through programs such as the Australian Rural Leadership Program which seeks to develop the skills of individuals and place them into a network of highly motivated leaders.  This program comprises a part time course of 60 days run over two years, followed by on-going involvement and further education.  The Committee encourages this approach and suggests the Commonwealth Government should adopt similar strategies for the development of rural leadership by offering short term employment programs within government departments and agencies designed to enhance the exporting skills and knowledge of producers and people from regional areas.  The employment program could be enhanced by short term educational courses, covering areas such as marketing, trade policy, and exporting skills.  The costs of the proposed scholarship program should be met equally by participants and government.  The Committee recommends that:


(5)	the Commonwealth develop scholarship and intern programs to provide opportunities for tertiary agribusiness students, producers and others from rural areas to undertake short term placements in agribusiness trade-related agencies such as Austrade, Research and Development Corporations and Statutory Marketing Corporations.  These placements should be incorporated into broader educational and networking programs designed to enhance export skills and awareness.


Schools Programs


Landcare and recycling issues are being successfully taken up by the community, beginning, to a large extent, through school programs.  In the same way, school curriculum packages and materials could also be provided to students to promote awareness of the importance of exports and liberalised international trade to Australian agriculture.  The Committee recommends that:


(6)	as a long term educational strategy, the Departments of Foreign Affairs and Trade, Primary Industries and Energy and Employment, Education, Training and Youth Affairs, in conjunction with statutory marketing authorities and industry organisations, develop an export and trade liberalisation package designed for use in schools across Australia.  The objective of the package should be to promote awareness of Australia’s export objectives, including global trade liberalisation policies.


�
Export Awards for Excellence


The Committee is aware of existing awards which seek to raise the profile of Australian firms competing successfully in international markets.  The Committee supports these initiatives as a means of raising public awareness of the importance of being internationally competitive in a liberalised trading environment.  The Austrade-sponsored Australian Exports Awards is an example of recognition by government for export excellence, however, the public profile of this award is low.  The Committee recommends that:


(7)	the Commonwealth Government promotes export excellence by sponsoring and raising the profile of a program of awards specifically targeted to primary producers recognising superior achievement in exporting and ensuring the program is recognised nationally as Australia’s premier awards for excellence in agricultural exporting.





Winners and losers


Australia’s commitment to trade liberalisation provides the agri-food industry with opportunities while simultaneously exposing it to new competitive forces.  It can be a precarious balancing act, undertaken with the objective of a sustainable future.  There will inevitably be winners and losers in trade reform outcomes and in spite of the acknowledged net benefits of trade reform, even the winners will nevertheless continue to suffer periodic downturns as a result of factors such as cyclical conditions, competitive forces, technological advances and the opportunistic re-introduction of regressive subsidies and export enhancement programs by Australia’s competitors.  


In a sense, trade liberalisation is between a rock and a hard place when it comes to acknowledgment of its achievements.  If, on the one hand, a product faces limited or no access to a potential market due to some form of trade barrier, trade liberalisation as a national objective is treated suspiciously because it can be spuriously demonstrated as ineffective.  On the other hand, if a product is allowed entry to a new market, even if it is as a direct result of the removal of a trade barrier, the success is often attributed to the competitiveness of the business, rather than to trade liberalisation, per se.  The Committee found that producers from industries facing increased competition as a result of trade reform often believe themselves to be a sacrificial offering, regardless of their level of efficiency.


It is unfortunate that those companies and industries who are not benefiting from reforms and who are not successfully adjusting their business focus seem to receive a disproportionate amount of  attention from the popular media and others in the community.   This can be attributed, at least in part, to the media’s propensity to deliver “bad news” stories to its audience.  A truckload of oranges dumped at the steps of Parliament House has the attractive sensational element for ten second grabs for broadcast on the evening television news but a container load of navel oranges exported to the US attracts no media attention.  It is imperative that the winners from trade reforms are also heard proclaiming the benefits of reform.  The Committee is convinced that, at the end of the day, industry and community support will increasingly come as the returns on export investment are demonstrably proven.  


�
It is worthwhile reviewing industry perceptions of gains and losses may change over a period of time.  In the initial stages of adjustment to trade reform, producers may have reason to reject the notion that reform has brought benefits to an industry.  However, as industry adjusts over time to its new operating environment and begins to realise opportunities, perceptions of the value in the reforms may become more positive.  The Committee witnessed two excellent  examples of this transformation in the dairy and the citrus industries.  At the beginning of the reform processes for each industry, there was widespread resistance to liberalisation of Australian barriers.  The dairy industry has since almost doubled its level of exports and significantly  improved employment prospects in regions where the more efficient dairy industry is located, for example, in northern Victoria.�  Exports of citrus, around 20 per cent of production, now contribute to an increasing proportion of the industry’s income.


The Committee met with many representatives of companies who could be considered winners from trade reform and who are boosting employment prospects for their local regions.  The Committee is concerned that, to some extent, these examples of success are taken for granted.  For example, the AHC cited the opening of the US navel orange market as an example of trade reforms providing great benefits not only to producers, but also to regional communities:


That market was opened to us in 1992 and this year we will have exported over one million cartons or 20,000 tonnes. It is the most profitable market for the citrus industry.


...Those million cartons this year will put back into the Riverland, the Sunraysia and the Riverina something like $20 million. More importantly, from the figures that the industry has given us, that market alone has generated the equivalent of 300 full�time jobs in the pack houses and in the orchards for harvesting, just to service that US market.


There are some success stories and it emphasises the importance of horticulture to Australia's regional development and employment. It also highlights the importance of trade and trade liberalisation.�


However, over recent years, it has been the hardships of the valencia orange growers competing against imported frozen orange juice concentrate which has received all the public attention.  There needs to be greater highlighting of individual companies who have taken advantage of improved market access.  Such attention to clear success stories could also focus on regional employment benefits to the local community.  The Committee recommends that:


(8)	the Commonwealth Government, in association with state governments, local governments and industry, implement public awareness programs to:


(a)	clearly showcase successful export enterprises to serve as examples to potential exporters; and 


(b)	to demonstrate the benefits of trade reforms to regional communities, particularly in terms of job creation and local economies.


The Committee recognises that the best way to encourage the development of an export culture is to demonstrate long term returns on investment from export activities.  Visible signs of reward for international competitiveness from comparable enterprises is considered the most effective argument to persuade companies to explore overseas opportunities. The best source of information for farmers is usually other farmers.  It is in this area that there is considerable scope for a coordinated approach from industry and government.





Possible consequences of community resistance


The benefits of trade reform which will come to Australians as a result of global liberalisation of agricultural markets can be jeopardised by widespread opposition to continuation of those reforms.  Resistance within the community can make it politically difficult for Australia to fully implement reform programs or to pursue further reforms as government and industry leaders seek a commitment from the community to pursue further unilateral liberalisation.   


Australia is a leading proponent of agricultural trade liberalisation, but a lack of strong support from the Australian community could be exploited in the international arena and could create the opportunity for the liberalisation process to stall in other countries.  In its submission, the GCA sought to ensure Australia remained committed to pushing the case for trade reform in the international arena:


The Grains Council is gravely concerned over the possibility that the momentum for agricultural trade reform will be lost and that different arguments will be used to justify continued protectionist agricultural policies. We are especially aware of the potential for food security to be used as an excuse for protectionism. We believe that it is important that Australia is at the forefront of the international debate on this issue.�


The Department of Foreign Affairs and Trade (DFAT) commented that Australia’s capacity to pursue its trade interests will depend in part on its ability to maintain and strengthen an international constituency for agricultural trade liberalisation.�  In its chairing role of the Cairns Group coalition, Australia was instrumental during the Uruguay Round in exerting pressure for agricultural trade reform, pitted against the overwhelming negotiating powers of the US and the European Union (EU).  Without the existence of the Cairns Group, the influence of Australia’s negotiating efforts would be minimal.  The reputation of Australia (which may be seen to have taken the high moral ground on global liberalisation issues when it comes to agriculture) is liable to suffer if it was to enter into negotiations with strong political opposition from the Australian public.  Australia’s trade policy architects need commitments from the government and the community to continue their current course of trade liberalisation in unilateral, bilateral and multilateral processes.


The waning of community support is a phenomenon which has been described by the NFF as “trade reform fatigue”:


...there is no doubt that what we have seen since the end of the Uruguay Round is something of a phenomenon that I call trade reform fatigue.


A lot of people are being unenthusiastic about yet another round of trade reform and another round of changes to their lives and the way things happen. What they do not understand is that that is going to happen to them anyway, and we are better to be in front of that game rather than behind it.�


Perhaps too much expectation was created at the time of the signing of the Uruguay Round Agreement on Agriculture in Marrakesh in December 1993.  If the public was told to expect immediate opening of markets for Australian products and removal of the domestic and export subsidy programs of overseas countries, it was misled.  The outcomes of fully implemented trade liberalisation will substantially benefit Australians, but will not be the panacea for all economic problems.


The pace of unilateral reform


The costs of removing industry protection are often concentrated and quite apparent, but the widespread benefits are not so easily seen.  Farmers, regional communities and the wider Australian public need the benefits of free trade reinforced to counteract the information from certain sectors of the media that Australia is foolishly going down the road to ruin by removing industry protection.  There is a widespread view that Australia is unilaterally liberalising at a rate faster than our competitors, exposing our exporting and import-competing industries to the “unlevel playing field”.  As discussed in chapter 2, there are strong economic arguments convincing the Committee that unilateral reforms are creating a more prosperous trading environment for Australia’s agricultural industries.  A 1996 survey of 1500 firms in agri-food industries� by the Bureau of Industry Economics found that the firms subject to international trade were more likely than domestically-focused producers to have increased their competitiveness and productivity.  Over 70 per cent of firms in the import competing and export oriented sectors reported an increase in their productivity compared with just over 50 per cent of firms in the non-traded sector.  Firms in the traded sectors were also more likely to report they had installed new plant and equipment in response to increased competition.�


Graph 3.3	Responses to changes in level of domestic competition since July 1989
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Graph 3.4
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Source: Bureau of Industry Economics, Agri-food survey 1995


Concern about the pace of Australia’s domestic agricultural trade reforms is not confined to the general public but was expressed to the Committee in the course of this inquiry on several occasions by industry organisations.  There are industries concerned that Australia is ahead of the rest of the world in removing trade barriers. Representatives of Queensland Pork Producers Council and the Pork Council of Australia expressed confidence that the Australian pig industry is on the verge of becoming a successful export industry but noted with concern that this opportunity appears to be under threat as a result of emerging pressures resulting from trade reform.


The Committee met with representatives of the Queensland grain industry at Mallawah and was told that Australia is moving too fast with trade reforms and other countries are waiting and watching while Australia is out in front.  The representatives expressed concern that Australia has zero tariff protection but has to export to countries which have tariffs or subsidies for production or environmental purposes.  For example, the Committee was told there is a 100 per cent tariff on millet imported into the EU and  US producers receive subsidies on fertiliser.


The pace of reform is difficult to quantify and compare because of factors such as the differing starting bases for each country, the different goods and services subject to reform, and the economic composition of each country determining rates of change in various sectors.  However, the Committee notes advice from DFAT indicating this perception of the pace of reform is common to the public and business sectors in many other countries who are also in the process of liberalising their economies.�  The Department also told the Committee that Australia is not getting ahead of the rest of the world when it comes to tariff reduction:


... before the general agreement on tariffs and trade was brought into operation in 1948, the average tariff ... was more than 40 per cent.  Today that number, on average, is down around three per cent.  It is not widely known that Australia’s average tariff is above that three per cent number - not much above, but somewhat above...�


�
Graph 3.5�
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Graph 3.6�
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NB: Canada is 1995 data, EU is base rate, pre-Uruguay Round 
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Graph 3.7�
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NB: Thailand is 1997 data


The Committee is convinced of the benefits of agricultural trade liberalisation and that there is international momentum for the continuation of the process.  The increasing globalisation of the commercial world, due in large part to technological, communication and transport advances, will ensure the continued evolution of liberalisation policies by all trading nations.


The pace of reform is another issue.  Australian reform policies need to remain mindful of the impact of imposing rapid change onto mature, inflexible, uncompetitive industries, or newly-emerging industries.  Many industries, such as horticulture, require sufficient notice of change in order to strategically position producers in their new operating environment.  When it takes eight to ten years to produce commercial crops from orchards, adjustment policies must be set at an appropriate pace.  It is imperative that primary producers are provided with sufficient notice of structural changes directly affecting their industry.  


Australia should provide industries with the best possible opportunity to make the necessary adjustments. All legal and practical avenues should be considered in efforts to facilitate industry adjustment at an appropriate and realistic pace.  It may be appropriate in some circumstances to consider industry adjustment assistance measures as outlined in chapter 2 (paragraph 2.84) or to invoke safeguard measures provided for by the World Trade Organization (WTO) (General Agreement on Tariffs and Trade Article XIX, WTO Agreement on Safeguards).  Under Article XIX, provisional safeguard measures can be imposed only after a preliminary investigation has determined that increased imports have caused or are threatening to cause serious injury to the local industry.  Provisional measures should be in the form of tariff measures, although Article XIX does not preclude the imposition of a quota.





Revitalising support


A strong commitment from the Australian community to continue to vigorously pursue global trade liberalisation (and to bring about liberalisation in the Australian market) is essential for the future prosperity of the Australian people.  Industry associations indicated strong support for trade reform but alluded to difficulties in bringing all producers along with them.  However, the Committee is concerned that little sustained effort has been made by these industry organisations to educate producers and the community on the benefits of reform.


The NFF claimed it lacks sufficient resources to mount large publicity campaigns on trade liberalisation, and therefore it relies on the government to produce the material.�  The GCA also recognised the need to sell the message to its growers, but lacked resources:


I think that one of the things that both the government and the industry could be criticised for is that we have not been good at selling the benefits of trade reform to our constituents. You only have to see the plethora of information that is available in a written format that could have been disseminated to our growers, but we just have not got the resources.�


The GCA also believes the Commonwealth Government has a responsibility to educate the Australian public on trade reform benefits:


The Government should ensure that the wider community understands that Australia’s potential as a food exporter can only be fully realised in a liberalised trade environment, and furthermore, that agricultural trade liberalisation and also liberalisation of the international processed food market can bring considerable economic benefits to Australia as a whole.�


The farm sector stands to directly benefit from evolving liberalisation and must involve itself in efforts to publicly support reforms.  The Government’s responsibilities in this field stem from the gains brought about by improved trading conditions.  The Committee believes the onus to maintain community support for trade reform must be shared by government, industry and grassroots producers acting in partnership.


DFAT has published pamphlets and booklets for distribution, such as the recent Trade Liberalisation: Opportunities for Australia.  However, government publications traditionally suffer credibility deficiencies when delivered to farmers.  The Committee feels one of the more effective means of communicating to farmers is through their peers.  While government bureaucracies have access to information and other resources not enjoyed by producer associations, the responsibility to provide information on the benefits of trade reform should not be left entirely to government.  The message will not be readily picked up, especially if presented in written form.  Other methods need to be considered.  A partnership approach is necessary to deliver trade reform messages and to provide convincing evidence and argument for the wholehearted public acceptance of trade liberalisation policies.


The Committee is disappointed that submissions received from government agencies such as DPIE, neglected the critical issue of community awareness and attitude and is concerned that it might indicate neglect for the issue within departmental activities, due to an imbalance of concentrating on consultations with peak industry bodies at the expense of direct consultations with producers themselves. It agrees, however, with the submission from the Department  that the onus is on the government to work with industry to make producers aware of the benefits of trade reform but the Committee found it difficult to find any agency, either in the government of private sector, prepared to acknowledge that it has a major responsibility in this area.


The Committee is convinced there is a need for a trade reform information channel for producers, exporters and the wider community.  Such a means of communication could regularly disseminate trade negotiations outcomes and future activities in trade reform, and could also invite submission of details of market access problems.  However, it believes brochures and booklets published by government bureaucracies do not reach the wider community or grassroots producers and have minimal value in changing community perceptions.  The Committee recommends that:


(9)	(a)		government departments address the lack of public information on free trade policies by providing information from government and particularly farmer groups, businesses and individuals to demonstrate benefits of trade liberalisation;


	(b)	the Departments of Foreign Affairs and Trade and Primary Industries and Energy accept responsibility for seeking a partnership with industry bodies to develop community information programs; and


	(c)		that sources other than printed material are used for this purpose, particularly regional television.


�	Australian Bureau of Agricultural and Resource Economics, Australian Commodities: Forecasts and Issues, March Quarter 1998, p 9;  Department of Foreign Affairs and Trade, Trade Objectives and Outcomes Statement, Canberra, March 1998, pp 1-2.


� 	National Farmers’ Federation, submission, no 2, p 1.


�	Grains Council of Australia, submission, no 7, p 12.


� 	Transcript of Evidence, 3 December 1997, p 78.


� 	Australian meat and livestock industries, submission, no 18, p 9.


� 	Australian Apple and Pear Growers Association, submission, no 15, p 3.


� 	Queensland Sugar Corporation, submission, no 3, p 2.


� 	Pork Council of Australia, submission, no 5, p 1.


� 	Australian Chicken Growers’ Council, submission, no 1, p 3.


� 	DPIE, Agribusiness Needs Assessment Analysis of the Market place, Final Report, September 1996.


� 	Transcript of Evidence, 29 October 1997, p 21.


� 	Source: Australian Wheat Board Annual Report 1996-97; Australian Wheat Board internet site.


� 	Transcript of Evidence, 3 December 1997, pp 78-79.


� 	Transcript of Evidence, 29 October 1997, p 5.


� 	Transcript of Evidence, 26 November 1997, p 38.


� 	DFAT, Trade Liberalisation: Opportunities for Australia, Canberra, 1997, p 9.


� 	Transcript of Evidence, 26 November 1997 pp 29-30.


� 	GCA, submission, no 10, p v.


� 	DFAT, submission, no 17, p 9.


� 	Transcript of Evidence, 29 October 1997, p 4.


� 	Agri-food industries included meat processing; milk and cream processing; dairy products manufacturing; fruit and vegetable processing; prepared animal and bird feed manufacturing; flour mill product manufacturing; cereal food and baking mix manufacturing; sugar manufacturing; and confectionery manufacturing.  Related industries included packaging (excluding glass); fruit and vegetable wholesaling; food processing machinery manufacturing.


� 	Bureau of Industry Economics “Agri-food Case Study - Micro Impact on Firms”, 1996, p 47.


� 	DFAT, Trade Liberalisation: Opportunities for Australia, p 37.


� 	Transcript of Evidence, 4 March 1998, p 84.


� 	Source: DFAT


� 	Source: DFAT


� 	Source: DFAT


� 	Transcript of Evidence, 29 October 1997, p 6.  However, the NFF advised the Committee it is planning to distribute a booklet on the benefits of trade reform to Australian agriculture in the early part of 1998. 


� 	Transcript of Evidence, 3 December 1997, p 76.


� 	GCA, submission, no 7, p 62.
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