chapter 5:	trade BARRIERS, MARKET ACCESS and quarantine





Introduction


Despite projected benefits to Australia from trade there is a deep concern among the farming community that the gains will not in fact be realised to their full extent. There is a widespread view that exports will be increasingly subject to non-tariff barriers as countries seek new ways to continue protectionist policies in spite of reduced tariffs.  While measures such as the Agreement on the Application of Sanitary and Phytosanitary Measures (SPS Agreement) and the Agreement on Technical Barriers to Trade (TBT Agreement) were implemented to ensure that non-tariff barriers are applied only in legitimate circumstances, it is evident that these barriers continue to provide effective protection levels for domestic industries.


The continuation of these barriers gives rise to complaints from producers that Australia has not been fully effective in trade negotiations.  The Committee heard comments on several occasions that the inadequate outcomes of the Uruguay Round could be attributed to a lack of tenacity and strategic thinking by Australian negotiators.  The Committee recognises the limited influence of Australia, and indeed the Cairns Group, within multilateral negotiations due to our relatively small size.  However, this limitation means that it is imperative for Australian negotiators to be fully equipped with the necessary commercial resources and skills to confidently and aggressively pursue the removal of all trade barriers of significance to Australian interests.


For many producers whose industries have traditionally operated behind Australia’s protective quarantine barriers, the transition to a more competitive international environment has been and continues to be difficult.  The advent of globalisation and trade liberalisation will inevitably impact on Australia’s approach to quarantine matters.  It is vital for those producers and for Australia’s national interest that the risks to Australia’s pest and disease status are minimised.  Australia needs to be better prepared with biosecurity strategies to protect our comparatively disease free quarantine status and effectively manage the pest and disease risks that come with trade liberalisation.  A review of Australia’s administration of biosecurity issues is required.





Continuing Trade Barriers


The real value of the Uruguay Round Agreement lies not in the commitments to specific agricultural trade reforms, but in the inclusion of agriculture in the General Agreement on Tariffs and Trade (GATT).  Despite the apparent gains made under GATT to reduce trade barriers, commitments were relatively weak and high levels of agricultural support persist in key export markets for Australian producers.  The Department of Primary �
Industries and Energy (DPIE) admitted to the Committee that the outcome of the Uruguay Round was in some areas unsatisfactory, and blamed it on a lack of pressure from the United States:


On the tariff side, perhaps the outcomes were not always as good as we would like, and particularly in Asia, which is often the focus of the concern of a number of our industries. I think the real problem there was that we did not have as much of the support of the big players as we would have liked. Their attention was elsewhere - across the Atlantic and so forth. Also, the Americans, for example, did not have a strong focus on South Asia. So we did not have their clout behind us as much as we would have wanted it there. That is something we have to address next time around, next year.�


The Committee found evidence from a number of sources, including first-hand evidence from exporters, pointing to substantial trade barriers still in existence around the world.  These barriers are having enormous detrimental effects on Australian agricultural producer and exporters, as outlined in chapter 2.  The Committee has been presented with numerous examples of quarantine and non-quarantine barriers from other countries which have either continued or recently emerged, in spite of commitments made under the Uruguay Round.  The Committee is concerned that these barriers, even if valid under World Trade Organization rules, do not comply with the intended spirit of trade liberalisation and will continue to make it difficult in gaining market access.


A 1996 report� of the Pacific Economic Co-operation Council (PECC) found that non-tariff barriers are frequently used in agriculture and the incidence of non-tariff barriers is highest in agriculture throughout the Asia Pacific region.  The report also found that Asia Pacific Economic Co-operation (APEC) economies tend to have both high levels of tariffs and a high non-tariff barriers, creating formidable market access impediments for Australian exports, particularly processed food products.  A summary of major non-tariff barriers in the APEC region revealed by the report are summarised in Table 5.1:


Table 5.1 


Trade Barriers - APEC Regions�
�
Japan�
Tariff quotas, import licences, variable levies, State import monopoly and sole import agency arrangements.�
�
Korea:�
Global quotas, anti-dumping investigations, duties and price undertakings.�
�
China�
Import licences and inspection arrangements.�
�
United States�
Tariff quotas, import licences, prohibitions and embargoes, voluntary export restraint arrangements and orderly marketing arrangements.�
�
Canada�
Import permits, licences and authorisations, global import quotas prohibitions and embargoes, anti-dumping and countervailing duty investigations and duties.�
�



�
The report also suggested that labeling, packaging, testing, inspection and quarantine requirements and arrangements also comprise significant non-tariff barrier in many markets.





A major consequence of international trade reform is expected to be an increased reliance on non-tariff measures to counteract the effects of tariff removal.  DPIE advised the Committee that:


Non-tariff measures of a technical nature are becoming increasingly important as potential barriers to Australian exports as traditional measures such as tariffs are reduced as a result of Uruguay Round commitments.  The use of quarantine and food standards based restrictions on imports can be very effective protectionist measures, and because of their technical complexity, have in the past been very difficult to challenge.�


The Australian meat and livestock industries articulated their concern to the Committee in their submission:


...Technical barriers to trade are mainly a cost impost involved in complying with the requirements.  In some cases this reduces Australia's competitiveness in foreign markets, especially if the same requirements are not demanded of domestically grown product in these markets.  Many technical requirements reflect legitimate concerns about human and animal health issues.  However, some do not.  Others have procedural requirements which are unnecessary or unnecessarily impose costs across the whole industry.


An example is the ban on hormone growth promotants (HGPs) in cattle providing meat for the EU market.  The scientific evidence is that HGPs have no effect at all on humans who consume affected meat and there is a significant illegal trade in HGPs and substitutes in Europe anyway.  The ban means Australia must quarantine product which is treated with HGP.  This is expensive for the whole industry. 


...HGPs in the European Union serve as an example of the ever present threat which exists for the illegitimate use of technical barriers as a trade barrier.  And, as the commitments of WTO tighten, the temptation of some countries to revert to such measures may intensity.


Another example is the variation in maximum residue limits (MRLs) between markets and procedural-based inspection standards, especially those applying in the United States, which are a particular problem for Australia.  As the largest exporter of red meats, the compliance costs of these fall heavily on the Australian industry, reducing its competitiveness.�


The Australian Horticultural Corporation (AHC) agreed that regulatory constraints regarding chemical residue and genetic engineering issues are now becoming the more sophisticated means of protecting industries that have previously been protected by quarantine and tariff regimes.�  Australian producers and exporters need to pay particular attention to this anticipated trend.


The European Union (EU) in particular remains a highly restricted market for Australian agricultural products, but nonetheless attractive due to its size.  An OECD study has noted the increased prevalence of non-tariff barriers in two new members of the EU, Finland and Sweden.  The likely future incorporation into the EU of countries from central �
and eastern Europe poses problems for Australian trade objectives.  Cyprus is about to commence accession negotiations and the European Commission has recommended accession negotiations commence with Hungary, Poland, Estonia, the Czech Republic and Slovenia.  The extension of the EU Common Agricultural Policy (CAP) to these countries would generate increased surpluses of agricultural product in the EU and put pressure on the agreed individual limits on subsidised exports.�  


The farm policies of the US, particularly its Export Enhancement Program (EEP), can also potentially impede Australia’s ability to compete on fair terms in world markets.  There are worrying signs that the US is increasingly responding to the EU’s application of export subsidies  by reactivating EEP after a lull period for a few years.  In May 1998 the US announced it would subsidise the sale of barley and poultry under EEP and dairy products under its Dairy Export Incentive Program.  The retaliatory action by the US and the EU undermines the ability of the Cairns Group to make significant advances on its objective to eliminate trade distorting subsidies.  President Clinton has given an assurance that the US would seek to ensure its use of export subsidies did not, directly or indirectly, work to the disadvantage of Australia.  It is important the US government is aware of the importance Australia attaches to President Clinton’s commitment.  The Committee recommends that:


(17)	the Department of Foreign Affairs and Trade take a much more aggressive approach to bringing down the use of subsidised agricultural exports by the European Union (notwithstanding the incorporation of new members into the European Union) and by the United States, and to improving access for Australian produce to those markets.


The Committee is also concerned at the ramifications of the Asian economic crisis and the consequential possibility of slower trade liberalisation in affected countries.  DPIE admitted to the Committee that it was not sure of the effect the Asian crisis would have on further liberalisation.�  The Committee believes that additional diplomatic efforts are required in those countries considered susceptible to reversion to protectionist trade policies as a means of minimising the impact of the Asian crisis.  The Committee recommends that:


(18)	as a matter of urgency, the Department of Foreign Affairs and Trade review the likelihood of key Asian markets adopting a more protectionist agricultural trade stance, and that it respond quickly to minimise any adverse impacts on Australian exports.


This review should urgently report on the likelihood of adherence to the APEC Bogor Agreement and what, if any, adjustments are likely in the agreement.





�
Specific Tariffs and other Non-Quarantine Barriers


In the course of its regional inspections, the Committee was provided with anecdotal evidence from producers and producer organisations of non-quarantine trade barriers which are actually impeding Australian companies’ competitiveness in those markets.  Specific examples included:


Pigmeat:	Denmark - small quotas, high tariffs (up to $3000 per tonne)


	Canada - direct and indirect subsidies totalling about 16 per cent


Prawns:	EU - tariffs of 18 per cent


Wine:	Germany - potential for use of unjustified EU regulations


	Indonesia - 300 per cent tariff


	Thailand - 261 per cent tariff�


Apples:	France - domestic support


	US - export subsidies to Taiwanese market


	Thailand - restrictive licensing arrangements


Stonefruit:	access to Korea delayed


Citrus:	US - $0.50 per carton customs duty, restrictive spoilage rate limit (0.5 per cent)


Dried Fruit:	US - Domestic support (US Government purchases 20-30 per cent of domestic production, for use in food aid)


	Greece - subsidised production of currants and sultanas


	EU - unachievable maximum residue levels for sulphur dioxide on dried pears (Italy is the only producer in the world that can market a semi-dried pear that meets the residue level)


Rice:		Japan - quota and other restrictions


		US- export subsidies


		EU - export subsidies


Sheepmeat:	EU - quotas


Pears:		Thailand - 60 per cent tariff


Sugar:		Thailand, Malaysia, Indonesia - nil imports of white refined sugar


Dairy:		US - quota and restrictive marketing conditions on cheddar


		EU - prohibitive quality specifications on whey powder concentrate


		Japan - skim milk powder quota


		Thailand - skim milk powder quota


�
Timber:	Korea - 15 per cent tariff on hardwood products


		Japan - 21 per cent tariff on hardwood products


		China - 17 per cent tariff on hardwood products


		Indonesia - 22 per cent tariff on hardwood products


Canned Fruit:	EU - tariffs and domestic support


		US and Canada - tariffs and domestic support


Cut Flowers:	EU - high, seasonal tariffs


Veal:		EU - low quotas


Honey:		EU - 27.5 per cent tariff and restrictive quality specifications


		Korea - 260 per cent tariff


Game meat:	China - 60 per cent tariff on possum meat


A submission to the Committee by Australian meat and livestock industries contained a full listing of trade barriers facing these industries and is reproduced in this report at Appendix E.  According to the submission, major historical barriers to beef trade include:


highly restrictive import quotas and export subsidies  in the EU; 





highly restrictive import quotas in Japan and Korea; 





high discriminatory tariff against Australian product in Taiwan; 





State trading arrangements in Korea discriminating against Australia; and 





a meat import quota in the US.�





In addition, the Committee was told that the sheepmeat industry faces restrictive trade barriers in major markets:


The EU sheep meat market is by far the biggest in the world, yet quotas restrict Australia's access to only 1.3 per cent (or 18.65 kt cwe) of this market.  New Zealand is much less restricted with around 16.5 per cent (or 226.7 kt cwe), but EU producer and consumer prices are still significantly above equivalent world prices.  This suggests that, in the absence of this barrier, New Zealand and Australia would capture a much bigger share of the EU market and at higher prices.


With the exceptions of Singapore and Malaysia, most of Australia's sheep meat markets face tariff barriers. The most significant are South Africa with a tariff of 40 per cent, Korea with 25 per cent and China with 45 per cent.  The United States, Japan, the Middle East and Canada have relatively small barriers to trade.  As a result of the Uruguay Round, the EU now applies a tariff-quota arrangement in place of a straight import quota.  However, the over-quota tariff is so prohibitive it functions much the same as an import quota.  China is not a member of the WTO and therefore no changes were made to China's barriers under the Uruguay Round.�


Trade in live sheep and cattle also faces restrictive import permits, especially in South East Asia, and quarantine issues, especially in the Middle East.


The Australian Chicken Growers Council listed the following tariff and non-tariff barriers:


Singapore:		from zero to 27 per cent plus a tariff quota





Malaysia:		established a 63 per cent tariff, plus safeguard methods to restrain imports





Thailand:	left tariff at 60 per cent - subsidised exports, 37 per cent export rebate to processor





Indonesia:		increase from 20-30 per cent to 70 per cent





Philippines:	increase tariff from 50 per cent to 100 per cent





Europe:	subsidy 20 per cent - up to 291 000 tonnes (half of Australian production). Import quota system - l8 000 tonnes increasing to 29 000 tonnes by 2000 after that tariffs apply to all importers





USA:	will reduce tariff by 20 per cent over the next 6 years. Production and export subsidy available to US producers is substantial - in 1997 production of 31 715 tonnes attracted a $19 million subsidy.�


The Queensland Sugar Corporation told the committee that Australia has “no access to the EU despite ranking in the top 2 raw sugar exporters in the world”.�  The AHC was also able to provide the Committee with a listing of trade barriers limiting Australian access to countries in the Asia Pacific region (Appendix E.3) and the Australian Citrus Growers Inc. provided several examples of high tariffs and quota restrictions:


The reality is that despite intensive efforts there has been little by way of real gains since entry to the US in 1992...


Thailand has theoretically 'opened' but trade is effectively constrained to minimal volumes by a 50 per cent plus tariff which supports a thriving fruit smuggling business across the Thai border with Malaysia.


The Philippines is likewise ostensibly 'open' but subject to shipment by shipment import licences and unrealistic fruit fly cold treatment facilities registration requirements resulting in only a trickle of legitimate shipments.  Tariffs are currently 30 per cent on oranges and 20 per cent on other citrus fruits.


Taiwan opens in 1997 with a very modest 600 tonnes quota of Australian citrus but excludes mandarins which are counter seasonal to Taiwan's production and potentially offer sound prospects. (Again the US is already well established and will be tough competition.) Tariffs on fresh citrus fruits are 40 per cent (and 50 per cent on FCOJ [Frozen Concentrated Orange Juice]).


Japan, which accepts Australian oranges and lemons but moves exceedingly slowly on a cold-treatment protocol for mandarins, in any event (and by any fair standard) discriminates against Australia by denying it internationally accepted 'area freedom' arrangements whilst (for example) allowing 'area freedom' for California.  Tariffs on oranges are 20 per cent June-November, 40 per cent December-May; Mandarins 20 per cent year round; lemons zero; grapefruit 10 per cent and 20 per cent. (FCOJ generally 35 per cent or 27 yen/kg whichever is the higher.)


Korea, which commercial evaluations indicate will provide a very good market for substantial volumes of Australian oranges and other citrus at excellent prices remains closed to Australia whilst the US becomes ‘increasingly well-established without �competition.  Tariffs on "quota" citrus fruits are 50 per cent; "over quota" oranges 84.3 per cent, mandarins/lemons/grapefruit 1552 per cent. (FCOJ 50.0/58.2 per cent.)�


The tariff and other non-quarantine barriers listed above and those included in Appendix E are merely examples of the situation facing Australian exporters.  These examples also give some indication of the magnitude of the task ahead for trade liberalisation.





Quarantine barriers


Numerous examples of quarantine barriers were presented to the Committee as unwarranted impediments to Australian exports:


Game meat:	Taiwan - prohibited entry for possum meat due to health concerns


Flowers:	Japan - rejection of shipment of flowers at Tokyo due to snail infestation, despite previous acceptances on arrival at Osaka of past infestations


Citrus:		US - pest and disease free areas not recognised by area freedom status


		New Zealand - fruit fly freedom in localised area of Riverland not recognised by NZ Ministry of Agriculture and Fisheries (MAF) and limited action taken by MAF to progress issue.


		Korea - requires costly and time-consuming fruit fly cold disinfestation “joint experiments” already performed for Japanese market�


Seeds:		US - pest and disease free areas not recognised by area freedom status


		South America - health protocols subject to continual change


Vegetables:	Korea - shipment rejected due to detection of low grade, non-infectious mould.  No further Australian exports due to high risk of rejection.


In addition, the National Farmers' Federation (NFF) provided the Committee with a list from the Australian Quarantine and Inspection Service (AQIS) of examples of unwarranted or unjustifiable quarantine restrictions imposed by importing countries on Australian imported products.  Included on that list are:


Live cattle, sheep and goats to the EU (will not accept regionalisation of blue tongue)





Live bees to the USA (no disease concerns specified)





Live ratites to Korea and China (will not accept regionalisation of avian influenza)





Live cattle to Mexico (will not accept regionalisation of blue tongue)





Specified risk material to the EU, Switzerland, Israel (will not accept Australia’s BSE freedom)





EU Balia Directive conditions (will not accept Australia’s BSE freedom)





UK Bone-in beef (will not accept Australia’s BSE freedom)





EU conditions for blood products (will not accept Australia’s BSE freedom)





EU beef labelling (BSE related)





Animal products to Indonesia and Thailand (anthrax concerns)





Poultry products to China and Korea (avian influenza concerns)





Chilled pork to Singapore (lack of Singaporean infrastructure to handle imports)





Wild game meat to Korea, Malaysia and Taiwan (legislation banning product for human consumption)





Green runners to China (refusal to issue import permit - no reason given)





Certain vegetable products to the Philippines (banned despite previous trade without quarantine problems)





Wheat to India (weeds of quarantinable concern despite many years of trade with no significant change in weed status of wheat).�





The Grains Council of Australia (GCA) also advised the Committee that Australian oats have been refused access to the US on “what appear to be spurious quarantine grounds”.�


The Committee detected a strong sense of frustration and impatience from industries and individuals at the lengthy processes involved in resolving market access barriers, particularly quarantine issues.  The AHC advised that it took 15 years of negotiations to get access for citrus into the US and 30 years for apples from Tasmania to Japan (and still waiting for a satisfactory outcome).�  However, the AHC appeared philosophical about the time delays involved in quarantine negotiations:


There is a point to be made that the quarantine process in some countries does take a very long time. But again, having personally visited many of the offices of quarantine authorities in some of these countries, they are also very under�resourced. In some cases it may be that there �
is an underlying agenda not to have a quick process, but in other cases their resources are such that they are being bombarded at the moment by submissions from a number of overseas authorities which they are having to handle, just as our AQIS is having to handle the same sort of scenario.�


The GCA also seemed sympathetic to the resource availability within AQIS:


The problem that AQIS has is that they get all of these market access requests but they only have limited resources, so they want to know which are the priority market access issues that we should be working on.�


The Committee received correspondence from a citrus exporter who was critical of New Zealand’s suspension of protocols for the supply of fruit to New Zealand from a relatively small area of the Riverland of South Australia.  The exporter outlined the following sequence of events, indicating lengthy delays had occurred:


January 1995:    Discovery that, despite 20 years of successful and problem free supply of citrus fruit to New Zealand, the trapping arrangements for fruit fly in a small area of the Riverland fail to meet NZ criteria.  Additional traps installed soon after, monitored by Primary Industries SA 


Mid 1996:  Twelve months trapping data submitted as required by PISA to AQIS.  Results were 'clear'.  After a delay of a few weeks (problems with the government printer?), AQIS submit data to New Zealand MAF. 


September 1996:  Visit to Australia by NZ officials for bilateral talks suggests that NZ MAF would complete the analysis by January 1997. 


January to June 1997: AQIS/NZMAF progressive revision of the timescale. 


The latest estimate (July 1997) is that it will take at least six months to analyse and there appears no plan to even start the exercise.�


The exporter claimed his company was being restricted in the amount of the attractive mandarin varieties that it can send to the New Zealand market.  In addition, all fruit being transported from this area for packing has to be covered and treated during packing and distribution as if it were infested, no matter what market it is destined for.


The Committee heard concerns that delays in assessing requests from other countries for entry to Australian markets and unfavourable assessments were resulting in retaliatory delays in processing Australian requests for market access.  One example put to the Committee involved difficulties faced by the dairy industry in gaining access to Thailand at a time when Thailand was seeking access to Australian markets for chicken meat.  The dairy company involved suspected their access negotiations depended on the outcome of the chicken meat issue.


Paradoxically, the Committee notes similar concerns expressed about Australia’s quarantine policies by other countries.  A January 1998 press report indicated the Canadian government felt under no pressure to meet a bilateral agreement for a 42 000 tonne annual �
beef import quota because it claimed Australia had not kept its side of the bargain to resolve problems for Canadian salmon and pork entering the Australian market.�  The US Ambassador, Ms Genta Hawkins Holmes, was reported in February 1998 as saying the US, Canada, New Zealand, Thailand and the EU believed Australia used quarantine issues as protectionist trade barriers and warned that this tactic could harm Australia’s push for bigger export markets.  The remarks were made in the context of Australia’s decision to continue the ban on imports of fresh salmon, and cooked chicken meat.  Australia was criticised by Ms Hawkins Holmes for lack of progress on access requests which had been active for up to ten years, citing table grapes and Florida citrus as other examples.  According to the newspaper report, the Minister for Primary Industries and Energy conceded there had been some delays due to lack of resources, but added, “it is interesting that many in Australia are convinced that we allow product in too easily, but others don’t seem to see it that way”.�


As Australia’s exports of food are fivefold over its imports, it is in our interests to see the adoption of international rules  for the application of SPS measures and ensure restrictions on trade are justified.  The Australian public also needs to be reassured that a strong stance is adopted when trade negotiators raise quarantine issues with trading partners.  The Committee recommends that:


(19)	(a)	the Commonwealth Government significantly increase its efforts to ensure compliance with the Sanitary and Phytosanitary and Technical Barriers to Trade Agreements amongst Australia’s trading partners and pursue the removal of unjustifiable trade restrictions on Australian agricultural and food exports;


	(b)	the Departments of Foreign Affairs and Trade and Primary Industries and Energy provide public information (including publication on the internet) on Australia’s quarantine negotiations as part of the communications strategy referred to in recommendation 10; 


	(c)		the Department of Foreign Affairs and Trade publish, and continue to update, its trade barriers data base on the internet (subject to commercial in confidence limitations); and


	(d)	the Commonwealth Government and industry ensure that sufficient resources are provided to embark on World Trade Organization dispute settlement procedures as the need arises.





�
INSERT BOX 5.1 FROM DISK SUPPLIED





(PAGEMAKER FORMAT


�
Negotiating Market Access


The Minister for Primary Industries and Energy recently told one audience that import access negotiations are played in an atmosphere of streetwise gamesmanship:


…as I move about and talk with our international trading partners, one of the very first issues raised with me is the question of import access to Australian markets which is often followed by the comment that applications from Australia to foreign markets are being progressed and should be finalised when questions regarding access to our markets are finalised.�


There is therefore a need to be mindful of benefits to Australia in progressing market access requests in a timely way.  Where import access applications from a particular country may have consequences for Australian products seeking access to that country, it is important that a pragmatic approach is adopted.


The process for gaining market access for product into particular countries is by no means simple.  A number of steps must be included in the process to ensure market access priorities are supported by market demand; capacity to supply; commitment to supply; and commitment to providing resources to succeed in the access bid.  The Commonwealth Government’s Market Development Task Force establishes key priorities for access issues, in consultation with industry.  AQIS accepts those priorities for its work and assigns them to its own list of priorities.  It is vitally important that adequate recognition is given to the market access objectives of the smaller agricultural industries.  The market access needs of these industries should receive a proportionate amount of attention from government, especially as they may not enjoy the same level of resources as the larger industries.  


The horticultural industry was cited by other primary industries as having developed an impressive model for progressing market access issues.  The Horticultural Market Access Committee was established in 1989 by the AHC.  The core members of the Committee are the AHC; Australian Horticultural Exporters Association; Australian Horticultural Export Development Network; Austrade; Horticultural Research and Development Corporation; AQIS; DPIE and the Department of Foreign Affairs and Trade (DFAT).  In addition, the Committee has regular representation from industry groups.  The Grains Council of Australia has taken the lead from the horticultural industry in establishing a similar organisational structure, the Grains Trade Working Group, to examine market access constraints for each product on a market by market basis.�


The AHC provided the Committee with flow diagram of the steps involved (Box 5.1) in identifying and pursuing a market access issue for horticultural products.  The process described by the AHC begins with the Horticultural Market Access Committee calling for market access priority submissions from industry associations.  Submissions are considered and, if accepted, evaluated for quarantine and other trade barrier issues, followed by a process of seeking a satisfactory outcome for access through negotiation.  The Committee notes that the process outlined in Box 5.1 highlights the complexities and difficulties for industries seeking market access.


An important aspect of negotiations for market access on quarantine grounds is to prove the efficacy of disinfestation treatments against pests of concern to importing countries.  Some of this work is undertaken for industry through Research and Development Corporations, using dollar for dollar matching funding from the Commonwealth.  The results of these programs are vital in supporting Australian efforts to satisfy quarantine requirements.


The Committee recommends that:


(20)	the Departments of Foreign Affairs and Trade and Primary Industries and Energy expand the Horticultural Market Access Committee model (as described in paragraph 5.31) across all major primary industries to ensure a comprehensive and fully consultative approach is adopted in identifying market access priorities.


The importance of a close partnership between government and industry cannot be overstated.  The Committee is concerned, for example, by comments from the former Chief Executive of Supermarket to Asia Limited, Mr Paul Bourke, who was critical of instances when market access has been negotiated successfully in overseas markets but then often Australia can not supply the product.�  The Committee sees the establishment of producer/exporter networks as one means of enabling strategic business alliances to better meet market demand.  This issue is discussed in detail in chapter seven of this report.


 AQIS outlined the need for a joint role for industry and government in pursuing opportunities:


Industry is best placed to identify those trade opportunities which might prove profitable, complementing AQIS’s capacity to judge which non-tariff trade barriers are likely to be susceptible to negotiating effort. … Securing the interest and commitment of the importing country government to give the necessary legislative priority for the required change may necessitate a coalition of government and industry interests over a substantial period of time.�


The recent appointment within DFAT of a Market Access Facilitator for Processed Foods and Beverages is designed to strengthen the Department’s linkages with that industry sector.  The facilitator’s role is to maintain close contact with individual companies and achieve commercially meaningful outcomes to market access problems. The Committee sees a need for DFAT to do more than this and has heard criticisms of the approach that DFAT takes to trade negotiations.  It has been suggested that DFAT does not do enough to involve industry and state government authorities in trade negotiations and that they do not convey the outcomes of negotiations back to growers and producers.  Representatives of the Victorian government suggested that the next round of trade negotiations should see the states providing the Commonwealth with more assistance and that there should be stronger linkages between the Commonwealth, the states and industry.

















A possible solution to the problems said to be caused by DFAT's approach was proposed during Committee discussions in South Australia where it was suggested that DFAT should employ a full time commercial negotiator, or a team of negotiators, to work on market access issues. This proposal, which builds on DFAT’s Market Access Facilitator approach,  was endorsed by most of the industry representatives that the Committee held discussion with.  The Victorian government representatives took the view that DFAT already had some competence in this area, although it was acknowledged that some other countries do much more to ensure that their commercial interests are represented by specialist trade negotiators.


The Committee saw that there was a need for the Commonwealth to employ commercial negotiators and recommends that:


(21)	market access specialists with proven commercial and industry experience be appointed to positions within the Departments of Foreign Affairs and Trade and Primary Industries and Energy to have responsibilities in trade negotiations for each major Australian agricultural industry. 


DFAT advised that the performance of its officers are monitored when it comes to market access outcomes.  Market access issues are incorporated into the work programs of embassies and particular areas of the Department under the direct chairmanship of the departmental Secretary and a group of deputy secretaries drawn from within and outside the Department.  Each area is required to appear before the secretary, approximately six-monthly, and outline the progress of market access issues on their approved agendas.�  This means that, at present, responsibility for bilateral trade negotiations is spread across the various branches and sections of DFAT which have responsibility for Australia's general relations with particular regions of the world.  It is only major multilateral trade negotiations and general trade reform that are centralised in a single departmental unit with specific responsibility for trade (the Trade Negotiations Division).  The appointment of access negotiation specialists would help focus the department’s trade negotiation activities.  Such appointments are however only one element of the preparations that the Commonwealth should make to future negotiations and the Committee further recommends that:


 (22)	as a matter of priority, the Commonwealth Government strengthens all consultative arrangements in place involving Commonwealth and State governments and industry to ensure Australian negotiators enter forthcoming trade negotiations fully informed of industry priorities.


DFAT informed the Committee that there is a considerable workload for Australia in negotiating the removal of non-tariff barriers at a bilateral and regional level:


There is a heavy agenda at the regional level, as well as at the bilateral level, to address technical and legal requirements for entry and marketing in overseas markets.  This involves working with overseas authorities in seeking to achieve harmonisation or mutual recognition of different regulatory regimes with the aim of facilitating exports and reducing regulatory compliance costs.  For example, in September 1996 Australian and New Zealand Ministers reached agreement with Ministers from ASEAN countries on co-operation in standards and conformance activities.  In time, this will contribute to the development of trade between Australia and ASEAN by facilitating greater harmonisation of product standards between Australia, New Zealand and the ASEAN Free Trade Area and on the mutual recognition of testing and certification regimes.�


The Committee was advised that AQIS has had some success in bilateral negotiations to remove unjustified trade barriers:


The Australian Quarantine and Inspection Service (AQIS) has actively pursued the removal of unjustified technical impediments to Australian exports.  Since the SPS Agreement entered into force in 1995, improved access conditions have been negotiated for over 70 products, including poultry and citrus, in 38 countries.�


The Minister for Primary Industries and Energy indicated at the Australian Bureau of Agricultural and Resource Economics (ABARE) Outlook Conference in February 1998 that, in total, 82 countries have opened their markets for 130 new products over the past two years.�  The Committee was provided with a list of International Market Access Program achievements in which AQIS assisted in gaining access to new markets.  The list is included at Appendix E 4.


However, the Committee is concerned that, so far, the value of successes in market access negotiations appear small in comparison with the remaining trade barriers.  For example, there has not been sufficient progress on access to major markets for value-added, processed product.  DFAT attributes this to the fact that the main proponents of agricultural and food trade reform in the Uruguay Round came from the bulk commodity interests.  As food processors increasingly look to export markets to expand their business, they are likely to face the problem of tariff escalation - where tariff rates rise as the value of imported product increases.  Tariff escalation obviously works contrary to Australia’s general industry objective to increasingly shift to value-added exports.  Austrade told the Committee that it focuses on value-adding to commodities through activities such as research and development, packaging, distribution, marketing and retail systems.  However, such activities are heavily penalised when they land in the marketplace.  The Committee recommends that:


(23)	tariff escalation be a major focus for Australian trade negotiators in future negotiations in order to reduce and minimise the adverse impact on value-added export products.


Throughout its series of discussions with grassroots producers it became apparent to the Committee that producers may not be recognising the extent of effort that is put into market access negotiations.  This may be attributed to the fact that most market access activity is conducted at a government level with involvement only from industry leadership.  In addition, the lengthy processes for research and negotiations to satisfy access requirements could understandably lead individuals from outside to conclude that the level of activity is minimal.  


The Committee strongly advocates continued alliances between government and industry to ensure priorities reflect realistic and worthwhile targets, and involves producers at a grassroots level.  The Committee recommends that:


(24)	(a)	the Department of Primary Industries and Energy improves communication between the various interested parties and grassroots producers to ensure producers are aware of negotiating priorities and progress on issues on a regular basis (this should include use of the database to be published on the internet, referred to in recommendation 19); 


	(b)	the Department be responsible for improving communication arrangements to ensure producers have easy access to negotiators to contribute to the identification of agricultural market access issues; and 


	(c)		that the consultation and communication arrangements not be limited to peak producer organisations, but also involve key regional community groups and other government departments.





Australia’s approach to domestic biosecurity


	The SPS Agreement has set international disciplines on the signatories’ use of quarantine measures, requiring them to be based on international standards and guidelines. Where measures more stringent than international standards are deemed appropriate, they must be based on appropriate scientific analysis and accepted risk assessment techniques. 


This has enabled Australia to argue for the removal of quarantine and technical barriers to Australian exports in a number of countries.  However, quarantine measures adopted by Australia are also coming under increasingly intense international scrutiny. 


As an isolated island continent, Australia has a special quarantine status worthy of protection but this status will come under increasing scrutiny from other trading nations seeking access.  There is a need to ensure the integrity of Australian quarantine requirements by maintaining strict adherence to the terms of the SPS agreement. The Committee paid close regard to the Commonwealth Government's view of Australia’s ability to maintain our pest and disease status, expressed in its response to the report of the 1996 review of AQIS by the Australian Quarantine Review Committee, headed by Professor Malcolm Nairn (the Nairn Report):


Australia’s natural resource base depends on, among other things, effective and well-resourced quarantine policies and systems. Our relative freedom from pests and disease contributes to our export competitiveness. However, we need to remember that Australia is an international trading country, exporting and importing products and visited by a large number of international visitors each year. The Government is aware that we are operating in an increasingly global trading environment. An environment where there are great benefits for �
Australia, but also dangers if we seek to use quarantine policy to provide economic protection to domestic industries. While we have a sovereign right to maintain a conservative and cautious approach to quarantine policy in Australia, it must be scientifically based and defensible under world trade guidelines.�


The Committee fully supports this policy.


It is important that Australia maintains its leadership in pushing forward the market access agenda for agriculture and food.  The agricultural sector as a whole stands to benefit from greater scrutiny on other countries’ quarantine restrictions.  The same scrutiny will also apply to Australia’s quarantine restrictions and, therefore, import competing industries must prepare for the possibility of the relaxation or removal of those restrictions.  Australia needs to ensure that countries are meeting their full commitments under the WTO and to guard against the emergence of new non-tariff barriers.


Australia’s obligations under the SPS Agreement are common to all other signatories and bind parties to upholding quarantine restrictions which are based on science, rather than economic or political convenience.  The move away from assessing import applications against a nil risk quarantine policy to one of manageable risk has inevitably incurred consternation from industries who consider themselves adversely affected.  However, Australia is currently exporting five times more primary product than it imports, and therefore net gains from multilateral adherence to the SPS Agreement can be expected to result in Australia’s favour.


Administration of Australia’s biosecurity


The proper management of Australia’s pest and disease status is increasingly important in an environment where our historical quarantine barriers are coming under intense international scrutiny and, in some instances, are being removed or modified.  As well, the volume of trade and international passenger movements are placing pressures on border control measures.  It is no longer appropriate for Australia to operate under a quarantine policy of nil risk to the pest and disease status quo.  Instead, Australia has adopted a “manageable risk” approach in the context of our international obligations.


Australia’s existing approach to managing risks associated with imported product was inevitably raised on a number of occasions.  Predictably, those most vocal about import requests were those industries most likely to be adversely affected, from a pest and disease perspective or economically - most notably grains, apples and pears, chicken meat and pork.  The import risk analysis procedure received considerable attention in the Nairn Report which found a lack of confidence existed in the process then undertaken by AQIS.  The report made significant recommendations to the way such assessments are made on applications to import animals, plants or their products into Australia.  As an outcome of the Nairn Report, AQIS has established a systematic approach to risk assessment procedures.  While the timing of the process will vary according to the complexity of issues, AQIS assured the Committee the process is transparent and will allow it to be critically observed by both Australian and international interests. The Committee is concerned, however, that AQIS may be overconfident and has not taken sufficient notice of industry concerns about the potential for the risk assessment procedures to be successfully challenged.  


AQIS advised the Committee that other countries within the WTO are also in the process of documenting their risk assessment systems to ensure compliance with the intent of the SPS Agreement.  However, the SPS Agreement is silent on the issue of timeliness and such issues must be resolved through bilateral negotiations at a government to government level.


The Committee welcomes the new processes adopted by AQIS as a result of the Nairn Report, however, there are broader issues which arise when assessing import applications but were not considered in the Report.  The Committee is concerned at the limited scope for the involvement of other key stakeholders in import risk analyses, which are undertaken at the direction and control of AQIS and involve lengthy delays.  These delays may, in turn, be responsible for delays in gaining access to overseas markets.


It is essential that import risk analyses are undertaken on the basis of best available science and that scientific resources can be procured quickly and effectively from a number of different areas, such as AQIS, the Commonwealth Scientific and Industrial Research Organisation (CSIRO), universities, industry, state departments, private sector and overseas.  It is important that those responsible for co-ordinating input from each of these areas are also endowed with suitable authority to do so.  The Committee is not convinced that AQIS has the authority or willingness to procure significant widespread expertise.


The Committee also understands that the current administration of import risk analysis is separate to the administrative processes in place for responding to pest and disease incursions in Australia.  AQIS administers import risk analysis, but commodity divisions within DPIE are responsible for incursion management.  The dislocation of these two approaches suggests a lack of recognition of the symbiotic relationship between the need to assess the risk of pest and disease associated with imported products and the management of pest and disease incursions.  The Committee believes this situation needs to be rectified with better co-ordination.


It is also important that industry and government continue to work collaboratively to prepare incursion management plans for each industry for application in the event of the introduction of exotic pest and diseases and the management of existing endemic pests and diseases.  The availability of these plans will greatly enhance the ability of all stakeholders to respond effectively to incursions as they arise.


In a literal sense, “quarantine” refers to the act of isolating to prevent the spread of pest or disease.  In fact, total isolation is at the extreme end of managing the risk of importing pest and disease problems.  There are a number of other defence mechanisms available to manage the risks associated with imported product, such as area freedom and disinfestation.  The term “quarantine” also carries with it a sense of negativity which is counter to the Committee’s desire to see Australia develop a better export culture. The Committee believes that the term “quarantine” has reached obsolescence when applied in Australian trade policy parlance.  The expression “biosecurity” is a better description for ensuring protection against significant losses associated with the spread of pests and diseases.  “Biosecurity” refers to the protection of Australia’s natural resources from organisms capable of causing unwanted harm.


�
Given the increasing importance of biosecurity matters in international trade, there is a need to ensure that Australia adopts a strategic position.  The Committee notes the successful establishment of a Biosecurity Council and the appointment of a Minister for Biosecurity in New Zealand.�  A similar approach should be adopted in Australia with a Minister with responsibility only for biosecurity matters to be appointed.  The Minister should be responsible for the exclusion, eradication or effective management of unwanted pests and diseases in Australia and be able to respond quickly to urgent biosecurity issues.  The Minister responsible for biosecurity should receive policy advice from a Biosecurity Council, the establishment of which would dramatically improve the co-ordination and management of biosecurity issues, as has occurred in New Zealand.  The Council would develop standards and procedures for risk assessment, coordinate biosecurity related research, and facilitate cross agency cooperation.


A Biosecurity Council would provide a forum for discussion on a broad range of policy issues and programs associated with ensuring biosecurity.  A major task of the Council would be to identify biosecurity priorities and to determine responsibilities for newly identified risks.  The Biosecurity Council would advise the Minister responsible for biosecurity on such matters as:


priorities for purchasing biosecurity services (including research);





appropriate framework(s), methodologies and procedures for risk assessment, risk management and risk communications which ensure consistency in approach across departments;





arrangements for cross-agency co-operation (including funding);





responsibilities for newly identified risks; and





departmental responsibilities for new pest and disease incursions.


It is proposed that the Biosecurity Council comprise an independent Chairman and representatives of all key stakeholders with biosecurity and trade responsibilities.  Membership of the Council should include the heads of AQIS, DPIE, DFAT, CSIRO, NFF, Environment Australia, Department of Health and Family Services and representatives of industry and state governments.


The Committee proposes that the new arrangements for biosecurity be established without the creation of a separate department and without disrupting present organisational responsibilities.


The Committee is confident that the adoption of this proposed new approach to Australian pest and disease management would improve current arrangements which currently appear fragmented within DPIE; limited in their ability to quickly draw on a broad spectrum of expertise; and without sufficient authority or public profile to engender confidence in the existing system.  The Minister responsible for biosecurity would not administer a separate department but would take responsibility for the biosecurity programs of officials in existing agencies.  The officials would continue to report to other Ministers but would be accountable to the Minister responsible for biosecurity for the delivery of biosecurity services as funded from government appropriations.


Legislation is likely to be required to establish a Biosecurity Council and to formally provide for the Minister’s responsibilities.  Funding allocated to existing agencies for biosecurity responsibilities would be identified and grouped together in Budget estimates to allow the Minister responsible for biosecurity to hold those agencies accountable for the delivery of their biosecurity services.  Administrative support for the Biosecurity Council should be provided by DPIE.


The Committee recommends that:


(25)	(a)		a Minister responsible for biosecurity be appointed, with authority to draw on expertise from both government and non-government organisations as necessary in order to provide a timely response to biosecurity matters;


	(b)	the role of this Minister be to coordinate and take overall responsibility for the exclusion, eradication or effective management of unwanted pests and diseases in Australia;


	(c)		a Biosecurity Council, headed by an independent Chairman and comprising representatives of all key stakeholders with biosecurity and trade responsibilities be established to identify biosecurity priorities and to determine responsibilities for newly identified risks; and


	(d)	the Biosecurity Council report directly to the Minister responsible for biosecurity.


This approach is predicated on the view that biosecurity issues cannot be separated from the administration of trade and agriculture and that existing agencies will continue to need a capacity to integrate biosecurity aspects into other aspects of their work.  The Committee emphasises the increasing importance of biosecurity issues as Australia’s integration in the world agricultural economy develops through trade liberalisation.
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