CHAPTER FOUR

the PROCESSed FOOD and beverages industry

Introduction

The processed food sector has been cited as offering particular opportunities for export growth, although there is no broadly based consensus about the scale of that opportunity in particular sectors and/or markets. Broad opportunity has been seen in the rapid development of consumer markets in Asian countries. Australia’s exports of processed food and beverages have increased significantly in recent years. However, our overall market share in regional markets has stayed constant or, in some sectors, declined.

This is despite the fact that Australia is a world class, efficient producer of agricultural raw materials. This shortcoming in market share is attributable to Australia’s historically poor competitiveness in manufacturing, of which the food processing industry is part.� Trade barriers and other factors have inhibited the industry’s ability to reach its full potential.

The first agri-foods strategy was announced in 1992. The most recent strategy, Supermarket to Asia, was announced in 1996. The strategies have been based on a variety of reports and analyses that identify the impediments to industry success. The focus, however, has been on domestic sources of costs, not on the potential to build Australia’s share in particular markets.

The present Supermarket to Asia strategy assumes that export success requires the removal of existing cost and regulatory impediments. This contrasts with the approach of the wine industry, which is more focussed on the assessment of opportunity.

The following sections look successively at: production structure; economic significance and export performance; export opportunities; competitive advantages and impediments to export success; industry organisation and representation; and the current and proposed policy framework.

Production Structure

The processed food industry is the largest manufacturing industry in Australia. The industry comprises approximately 3,500 establishments, across a diverse range of operations. The spectrum covers small, specialist processors, through to large transnational corporations. The 20 largest firms generate half of the industry’s wealth.� 

The industry is divided into the following eight sectors, ordered according to size: other (includes sugar, seafood, petfood and ingredients); meat and meat processing; dairy; beverages and malt; flour and cereals; fruit and vegetable processing; oils and fats; and bakery products.

Economic Significance and Export Performance

The industry employs one in five of the manufacturing workforce and its annual turnover is in the order of $43 billion, of which two thirds is highly processed (packaged consumer products), accounting for almost 22 per cent of manufacturing industry turnover.

Together with agriculture, the value of the agrifood industry is approximately $64 billion in retail sales and exports. It accounts for around 12 per cent of national GDP, 8 per cent of employment (358,000 for agriculture and 181,000 in manufacturing food and beverages) and about 23 per cent of total exports. A third of those exports are highly processed foods and beverages and the sector has a considerable trade surplus:

In 1994-95, Australia’s trade surplus of highly processed food and beverages approached $1.3 billion - in a decade the industry has gone from a net importer to a thriving net exporter.�



Food processing industry: production, value added and employment�



(Production and value added figures in billions of local currency units, employment in ‘000)



�Australia�Canada�Germany�United Kingdom�United States�New Zealand��Start year�1983/84�1984�1984�1984�1984�1983/84��Production�19�43�152�38��300�6��Value added�6�43�46�12�98�2��Employment�164�219�430�585�1437�69����������End year�1991/92�1992��1992�1990/91�1992�1990/91��Production�35�54�218�55�407�13��Value added�14��21�77�19�157�3��Employment�163�222�574�547�1503�59��

��������Growth/decline over the period (%)

�������������Production�84�30�43�45�36�117��Value Added�133�62�67�58�60�50��Employment�0�1�33�6�5�-14��

�The above tables show the comparative growth in the food processing industry in Australia and in some of its major international competitors over an eight year period. Although these figures are not always based on completely comparable years and the data do not take into account the effects of currency fluctuations and inflation rates, some conclusions can be drawn from them. They indicate that the industry in Australia has been growing at a far higher rate than comparable nations, with the exception of New Zealand.

Significantly, the growth in value added by the Australian industry has been much higher than that of our major trading partners. Despite this strong growth, employment in the food processing industry has remained static in Australia and has fallen in New Zealand. This suggests that most of the growth to date has been as a result of improvements in the efficiency and competitiveness of the industry in those two countries.

Exports

Processed food exports have grown along with the exports of the manufacturing sector generally, which is Australia’s fastest growing export sector. Total exports of processed food in the 1995-96 period amounted to $10.8 billion; nearly three times the total of processed food imports and about 22 per cent of total exports of manufactured products. Exports of highly processed foods made up about $4.5 billion of total processed food exports. The value of total food exports has increased by approximately 8 per cent, compared with the 15 per cent increase in the value of exports of highly processed food and beverages.

The following table shows the trade balance for 1996-97, in relation to the eight processed food sectors:



Sector�Exports

$ million�Imports

$ million�Balance

$ million��Meat and meat product �3,618�100�3,518��Other food�1,586�1,245�341��Dairy product�1,823�204�1,619��Beverage and malt�917�595�322��Flour mill and cereal food�266�135�132��Fruit and vegetable�620�612�8��Oil and Fat�110�332�-214��Bakery product�72�103�-31��Total of highly processed food and beverages�4,643�2,668�1,975��Total minimally processed food and beverages�4,370�660�3,710��Total processed food and beverages�9,013�3,328�5,685��Total Manufacturing�43,080�72,301�-29,221��Source: DFAT Stars Database

�The following three tables show the growth in exports across the various highly processed and minimally processed food and beverage sectors, during the period 1988-89 to 1995-96.





Highly processed food and beverages�1988-89

$A,000�1995-96

$A,000�% of Total for 1995-96�% Change from 88-89��Bacon, ham and smallgoods �  12,513�    8,221�.18�-34��Ice-Cream manufacturing�   2,338�   41,360�.91�1669��Dairy product manufacturing� 632,059� 1,626,102�35.94�157��Fruit and vegetable processing� 220,804�  528,474�11.68�139��Oil and fat manufacturing�  31,516�    90,926�2.01�189��Flour mill product manufact.�  61,279�   114,010�2.52�86��Cereal food and baking mix� 176,818�   450,415�9.95�155��Bread manufacturing�   1,059�     1,573�.03�49��Cake and pastry manufacturing�   9,493�    15,239�.33�61��Biscuit manufacturing�  20,495�    44,995�.99�120��Confectionery manufacturing�  63,419�   211,625�4.68�234��Prepared animal & bird feed� 241,203�   368,023�8.14�53��Food manufacturing �  68,565�   267,093�5.90�290��Soft drink, cordial and syrup�  41,045�    47,971�1.06�17��Beer and malt manufacturing� 178,397�   202,684�4.48�14��Wine manufacturing� 118,857�   478,979�10.59�303��Spirit manufacturing�  10,077�    25,949�.57�158��Total Highly Processed Food and Beverages�1,889,937�  4,523,639�100.00�139��

Source: DFAT Stars Database, Sept. 1996







Minimally processed food and beverages�1988-89

$A,000�1995-96

$A,000�% of Total for 1995-96�% Change from 88-89��Meat processing�2,928,985� 4,028,916�64.2�38��Poultry processing�       5,183�      22,019�.35�325��Milk and cream processing�     14,103�      64,757�1.03�359��Sugar manufacturing�   890,838� 1,494,816�23.82�68��Seafood processing�   542,282�    664,572�10.59�23��Total Minimally Processed Food and Beverages� 4,381,391� 6,275,080�100�43��

Source: DFAT Stars Database, Sept. 1996



Exports�1988-89

$A,000�1995-96

$A,000�% of Total for 1995-96�% Change from 88-89��Total Highly Processed Food and Beverages� 1,889,937�  4,523,639�23.72�139��Total Minimally Processed Food and Beverages� 4,381,391�  6,275,080�32.92�43��Total Unprocessed Food and Beverages� 8,005,773�  8,264,647�43.35�3��TOTAL EXPORTS OF FOOD AND BEVERAGES�14,277,101� 19,063,366�100�34��������TOTAL EXPORTS OF MANUFACTURED PRODUCTS�24,483,635� 48,590,008�39.23�98��

Source: DFAT Stars Database, Sept. 1996



Several points stand out from an examination of the previous table. Although growth in total food and beverages exports over the period was well behind that of total manufactured exports, growth rates varied widely between the three sectors. There was virtually no growth in exports of unprocessed food and beverages. Minimally processed food and beverages grew more rapidly, although growth was slower than in total manufactured exports.

However, growth in exports of highly processed food and beverages was high both in absolute terms and in comparison with total manufactured exports. In 1988-89 this category accounted for only 13 per cent of food and beverage exports, by 1995-96 it had grown to 23 per cent. These figures underline the potential importance of the food processing and beverages industry to Australia’s international trade performance in the future.

Asia dominates the scene for export markets, with seven out of ten major markets located in the Asia region: Japan, Hong Kong, Philippines, Malaysia, Singapore, Taiwan and Thailand. These markets prefer highly processed products. Other markets in the top ten are New Zealand, the UK and the US. A report by the Processed Foods Market Access Committee determined that:

Leading growth export markets are Japan, New Zealand, ASEAN, Hong Kong and Taiwan. However, if non-dairy products are considered, ASEAN is not a leading export market. The most notable growth is Japan, where growth has been steady, despite sluggish economic conditions in Japan.�

Official figures for 1994-95 demonstrate that Japan is Australia’s largest market for food and beverages with exports valued at nearly $3.5 billion.� At the same time, it is clear that the most dramatic growth in exports of highly processed food and beverages has been to China and Hong Kong. Both of those markets have recorded growth of over 50 per cent each year for highly processed food and beverages. �

Export Opportunities

At present, most of the key markets for the processed food and beverage industry are in Asia. The industry has identified Asia, Central and Eastern Europe, India, the Middle East and Latin America as its likely sources of real growth in the future. Estimates of the value of the Asian market vary. According to Supermarket to Asia, the food market in Asia is presently worth $700 billion and is growing by $20 billion annually.� Elsewhere, the National Farmers’ Federation estimates that the value of the Asian food market is expected to approach $1000 billion by 2000.� In its submission, the Australian Food Council provided the following estimate:

... estimates of growth for the Asian market for food by the year 2000 vary between $US160 billion and $US450 billion off a base of $US520 billion in 1990. Most of this demand - perhaps as much as 90 per cent will be met with Asian food, but potential market growth for western-style food may still be as high as $US16 billion.�

Overall, even conservative estimates expect growth in this market to be between $16 and $20 billion per year.� Although most of this food will be sourced from within Asia, it is estimated that about $US16 billion could be sourced from the West. Government has a significant and leading role to play in facilitating greater access to overseas markets, especially the expanding Asian market.

In a 1995 Report, the Rural Industries Research and Development Corporation examined Asian food markets and the factors characterising businesses which successfully export to Asia. It found that there were a number of practical strategies which companies should adopt in attempting to penetrate Asian markets. These factors are:

a step-by-step approach to Asian markets seems to be the best means of access. These steps include exporting, detailed market research, supply chain management, strategic alliances and investment;

studying and identifying opportunities in Asian agri-food chains through joint ventures rather than acquisition and takeover;

developing strategies on a country specific basis;

selectively targeting either the Western or the Asian segment of food demand depending on the company’s own competitive strengths; and

committing significant financial and human resources to the marketing effort.�

The Rural Industries Research and Development Corporation’s Report observed that government policies in Australia do not sufficiently distinguish between the Western and Asian food segments in Asia. The Report indicated that currently most attention is given to the far smaller Western segment of the market. The Corporation observed that “the Western segment is superficially the ‘easy’ option - but it is still only a niche market and subject to formidable foreign competition.”� It emphasised the critical role that research and development plays in successful penetration of Asian agri-food chains and commented that “this may not necessarily entail high technology large budget R&D but may well rather involve more practical-oriented and low budget product development-type R&D geared to local conditions.”�

Competitive Advantages and Impediments

The processed food industry enjoys a number of comparative advantages, as noted by the Australian Food Council: 

an abundance of natural resources and a relatively benign climate that provides a readily accessible, generally cost-competitive, supply of raw commodities;

a world-wide reputation for quality, hygiene and safety, and freedom from contaminants;

created comparative advantages in leading edge technology developed through a highly focused and capable R&D network, world class manufacturing expertise, and skilled and adaptable management and marketing personnel;

a multi-cultural society whose demand for a diversity of food products equips the industry to meet the varied demands of export markets; and

geographical proximity to the expanding food markets of the world, particularly in the Asia-Pacific region.�

A clear role exists for government in assisting the processed food industry to overcome barriers and impediments to growth. Industry has highlighted some of those barriers:

Australian companies have indicated their concern about structural and cost impediments, lack of cohesion, market access, marketing difficulties and increasing competition from New Zealand, Chile and South Africa.�

Industry Organisation and Representation

The Australia New Zealand Food Authority (ANZFA) is a joint food regulation agency which facilitates the development and implementation of food standards for the States and Territories, the Commonwealth and New Zealand.

With many parts of the world experiencing outbreaks of e-coli and other diseases found in processed foods, high standards and strict regulation in the food processing industry are a good selling point for export sales.

In 1992, the Federal Government established the Agri-Food Council as part of its Agri-Food Strategy. The Council’s membership included the Minister for Industry, Science and Tourism, the Minister for Primary Industries and Energy, and representatives from industry, unions and research organisations. The Council was charged with providing leadership in implementing strategy, generating commitment to cooperation amongst industry participants and overseeing the implementation of strategy programs.�

The Supermarket to Asia Council is made up of five senior Commonwealth Government Ministers and senior executives representing industry, unions and researchers. It is supported by Supermarket to Asia Limited, which provides secretarial services to the Council. The work program of the Council focusses on three key fronts:�

developing an export culture by communication across the production chain, identifying market opportunities, improving market intelligence and focussing on market requirements, quality and safety;

providing a helpful business environment in Australia by removing impediments, streamlining regulations, encouraging investment and improving competitiveness, transport and logistics; and 

developing markets in Asia by removing trade barriers and co-ordinating promotional efforts.

In 1995 the Australian Food Council (AFC) was established as the national representative organisation for the Australian processed food and beverages industry. It has a membership of around 120 companies, which represent 85 per cent of the gross dollar value of the sector. It is an expression of self regulation and of the growing direct dialogue between industry and government:

The AFC’s agenda for growth centres on structural and attitudinal changes to the socio-economic environment necessary for our businesses to compete successfully in the increasingly globalised economy and the more discerning domestic and export consumer markets.�

Current and Proposed Policy Framework

Regulation reform has been identified as a key area where government may have a significant role to play in reducing the complexity and barriers which regulations impose. In the interests of addressing this concern, the government has taken two initiatives:

ANZFA has released a discussion paper on food and hygiene standards and is developing a draft standard. The Prime Minister, in consultation with the Supermarket to Asia Council, suggested to State Premiers that the matter be placed on the Council of Australian Governments (COAG) agenda for 1997.

the Supermarket to Asia Council has also brought the matter to the attention of the Small Business Deregulation Task Force; that body has subsequently recommended a review of the burden of regulations on the food industry and the enforcement roles and responsibilities of the various governments.�

In 1995, the Bureau of Industry Economics (BIE) and the Australian Bureau of Agricultural and Resource Economics (ABARE) evaluated the Agri-Food Strategy. They found, in general, that the strategy had been only partly effective in achieving its objectives:

It has not yet contributed to any significant impact on industry performance indicators, such as export, productivity and R&D expenditure. It also appears to have brought only limited benefits to most firms directly involved with strategy programs and initiatives.

On the other hand, there have been improvements in the processes, mechanisms and relationships in the agri-food industry which can be traced, at least partly, to the strategy. These improvements may ultimately contribute to better industry performance. Benefits such as engendering greater industry cooperation and addressing specific impediments to international competitiveness are sometimes intangible and usually unquantifiable. But they are benefits nevertheless and they are making an indirect contribution to overall industry performance. Furthermore, it can be argued - with some justification - that the strategy has really only been running for a short period of time and that its full impact is yet to be felt by the agri-food industry.�

The BIE/ABARE Report went on to note that it would take little in the way of productivity improvements amongst the large food firms for the strategy to ‘pay its way’.� The Report recommended some changes to the strategy and a revamped Agri-Food Council with an expanded Ministerial representation and a wider range of constituencies.�

In pursuit of Asian markets, the Australian Government’s Supermarket to Asia strategy aims to transform Australia into “a premier supplier of food to Asia”.� In September 1996, the Prime Minister established the Supermarket to Asia Council to take an industry wide approach to promoting Australia’s exports of food to Asia:

The Prime Minister’s Supermarket to Asia Council has a vision of a dynamic and export oriented agri-food industry, which is able to win markets in Asia in competition with the world’s best agri-food exporters.

To achieve this vision it is necessary to implement efficient practices throughout the export chain from farm to customer and to achieve a strong focus on meeting Asian customer requirements for quality food products based on service and value for money.�

The Council’s role is to develop strategies for action by industry and the Government to ensure that all sectors of the food industry are internationally competitive. It is to address particularly, issues which affect the whole of the food-chain and are beyond the scope of any one sector.�

The Supermarket to Asia strategy has become the cornerstone of efforts to take advantage of the rapidly growing Asian imports of food. The strategy is specifically designed to bring together Government and industry leaders to improve Australia’s competitiveness in the Asian fresh and processed food markets.

Funding for the strategy was set at $3.4 million per year for three years. In addition, $1.4 million was set aside to run the Supermarket to Asia Council and $2 million to fund a Technical Market Access Program to be run by the Australian Quarantine and Inspection Service. The latter program will seek to overcome quarantine and other technical barriers to trade and to fund high priority projects under the strategy.�

The Council has established eight Working Groups to focus on finding practical solutions to the competitive constraints affecting the growth of food exports to Asia. The Groups deal with:

quality and safety;

business competitiveness;

Asian marketing;

small and medium enterprises;

market access;

communications;

transport and logistics; and

research, technology and innovation.

The major role of these Groups is to identify and prioritise the key problems affecting export growth and to develop plans and timetables to overcome or minimise them. Each of the Working Groups has formulated key action plans to examine impediments to increased Australian exports of food products in their relevant sectors. These action plans were published in October 1997.�

The food processing industry fully supports the Supermarket to Asia concept. In its submission to the Committee, Goodman Fielder stated:

The Supermarket to Asia Council must lead the policy reform process in the agri-food sector if Australian processed food exports are to fulfill the potential that exists in international markets.�

Mr Hadler, General Manager of Goodman Fielder said that:

The great strength of the Supermarket to Asia concept is that it is a whole of government approach to the issue of removing impediments and finding initiatives to help promote exports by an industry sector into Asia.�

However, Mr Hadler highlighted two weaknesses with the concept at this stage; first, the inadequate links into state food industry advisory forums and second, the focus on working groups and the bureaucratisation of the process.�

On 4 April 1997, the Government announced the appointment of a Market Access Facilitator. The Facilitator has two principal functions: to work directly with industry to maximise the impact of efforts to reduce barriers to Australia’s processed food exports, and to communicate to industry the Government’s agenda on trade liberalisation.

International rules of origin

Government has a key negotiating role to play in regulating trade relationships. The rules determining the country of origin of goods which are inputs for Australian food processing firms, were finalised in September 1997. It is anticipated that the rules of origin may affect industry on various levels: access to assistance schemes such as Tariff Concession Orders, Import Credits and Antidumping action. Product labelling will also be affected.�

Austrade

Austrade’s role is to assist Australian businesses in the field of exports, to facilitate incoming foreign investment and to assist with export related investment to other countries. Austrade has established the Agribusiness Group, which has a strong network of more than 90 offices worldwide to assist Australian exporters with market development. The types of services Austrade offers to exporters, and prospective exporters include: general export advice; profiles of export markets and guidance in dealing with different markets; and strategies for expanding export markets.

Mr van Lint, of the Canned Food Information Service (CFIS), advised the Committee that, due to the reduction of some useful overseas services, Austrade was not providing the level of support needed by companies seeking to identify and access new markets. He also added that government financial support is essential to assist companies to cover the high risk factors associated with accessing new markets.�

The AFC has outlined the key issues it wishes to pursue.

Our challenge is to promote opportunities, flag key areas of competitive advantage, mitigate against further business imposts, continue to impress the importance of differentiating between good and bad policy in the pursuit of fiscal rectitude and pursue reform strategies that do not impose greater costs than prospective benefits.�

AFC priorities include:

R&D tax concession scheme

The food and beverages industry requires substantial investment in R&D to encourage production, modification or invention of new products. The export-oriented industry is in a highly competitive market, where research into product and process technology can make a critical difference to business growth and profitability.

The industry considers the R&D tax incentive scheme is the most effective area of government support for industrial research and development. The scheme allows businesses to determine which R&D programs they will invest in without government interference. The AFC argues in favour of restoring the R&D tax concession scheme to 150 per cent as matter of priority.

Mr Hadler of Goodman Fielder made the following point at the hearing in Sydney:

I would like to focus particularly on research and development. Goodman Fielder believes that the research and development tax incentive was the most effective government incentive for industry. We believe that it was particularly beneficial because it allowed industry to make the decisions about where it made the investment. It is not a scheme that has a picking winners approach, and we would have concerns about any scheme that directly relies upon a picking winners approach. Therefore, we think the decision to cut the R&D tax concession from 150 to 125 per cent was a wrong decision. It was made in a budget context and not with an eye to industry policy. We think that that decision should be reviewed and reversed.�

Mr Hooke, Executive Director, AFC added to the debate:

It is bad policy to cut the R&D tax concession scheme to 125 per cent because it was a major benefit to companies under our jurisdiction in the face of a very strong market failure case and real evidence, not just prima facie of the effectiveness of that form of fiscal incentive to manufacturers.�

Australian companies are at a disadvantage with their overseas competitors because of the labour cost components. To offset this Mr van Lint suggested to the Committee that an appropriate R&D scheme would enable Australian companies to lower their total cost of labour per unit. Changes to the R&D process would increase productivity, see more new products developed for, and enable industry to be more competitive with, trading partners.�

Tariff Reform

Tariffs on many food and beverage products are already at zero and the remainder are at five per cent, which is well below the corresponding levels in the industry’s major trading partners and competitors. Historically, the food processing industry has had low tariffs; indeed it is the most lightly assisted industry in Australia.� The following table gives some indication of the gap between Australian duty rates and those of our trading partners:

Comparative Tariffs on Canned Food�



 (Rates in % unless otherwise indicated.)

�Australia�EU�USA�Japan�Indonesia�Philippines�China��Peaches�5�20.5-22.4�18.5�12-23�30�20�45��Pears�5�20.5-22.4�16.6�21.7�30�20�45��Fruit Cocktail�5�15.9�16.2�11.2�30�20�45��Pineapple�5�20.5-24.3�45c/Kg�Quota: Free, Other: 28.5�30�30�45��Tomatoes�5�16.8�13.6�9.6�20�20�45��Asparagus�5�20.5�16.2�16.0�25�30�45��Sweet Corn�5�7�9�11.7-16.6�25�30�50��Carrots�5�20.5�8.2�26.6�25�20�45��Peas�5�22.4�Free�26.6�20�30�45��Corned Beef�5�22.9�Free�8.0�25�Quota: 30, Other: 80�45��Meat & Vegetables�5�22.9�8.2�23.8�20�Quota: 30 Other: 80�45��Tuna�5�24�35�9.6�25�30�45��

The industry suggests that the Government await reciprocal reductions in tariffs by our trading partners before reducing Australian tariffs further. Industry supports APEC’s aim of achieving free trade by 2010, but would like to see bilateral initiatives pursued to expedite the process.�

The AFC recommends the restoration of the tariff concession system for business inputs.�



Regulation Reform 

Food industry representatives believe there is too much regulation governing the industry, especially with respect to duplication and inconsistency between Commonwealth, State and local governments. In addition to supporting a wide-ranging review of the food regulatory system, the industry:

... strongly supports the moves to put a regulatory framework in place that captures a preventative based systems approach based on the internationally recognised hazards analysis critical control point systems.�

The industry would like to see changes to the regulation of health claims, biotechnology and food hygiene and safety. Mr Hooke of the AFC informed the Committee that food hygiene and safety is a major issue for the industry because it is a non-negotiable condition of doing business and protecting consumers. The industry considers that in this respect, it should be differentiated from quality.� However, the industry endorses the need to continue to regulate these issues to protect public health and safety and provide essential information to consumers.�

Reforms to the anti-dumping and countervailing duty regime

Mr Hooke advised the Committee that the food processing industry was looking for an efficient and effective anti-dumping and countervailing duty regime. The industry seeks improved protection of its products through implementation of the Willett Report� recommendations, concerning Australia’s anti-dumping and countervailing administration.� In summary, the Willett Report recommended that:

the current two stage anti-dumping and countervailing investigation process be replaced with a 155 day, single stage system;

the Anti-Dumping Authority be abolished and Customs become the single administrative agency with responsibility for dumping matters. The resources available to Customs should be augmented accordingly; and

a number of other changes be made to provide greater transparency and certainty of process and to facilitate access to the regime by Australian industry.

The Willett Report was presented to the Minister for Small Business and Consumer Affairs and Minister responsible for Customs in September 1996. The Committee is pleased to note that the Government has decided to adopt the recommendations of that Report. In view of the recent economic crisis in Asia and the consequent increased likelihood of dumping of products from Asian manufacturers onto the Australian market, the Committee urges the early implementation of that decision.

In the course of the inquiry, Mr van Lint of the CFIS also advised the Committee that the current anti-dumping legislation should be amended. He suggested:

The major issue should be something like the best information available becoming a stronger part of our legislation. The other issue should also be that, if the opposing party as such is not willing to provide information, then it should not be seen as a strong case. The legislation should be set up in such a manner that the parties that are involved in the case put up their arguments but, if there is a lack of information, that should be seen as a weakness in the argument rather than a strength. We have had situations where the Greeks have not responded in terms of providing information to the Anti-Dumping Authority. It has not been to their disadvantage.�

Competition Policy

The industry is interested in competition policy reform as it affects input costs and mergers/acquisitions. Mr Hooke of the AFC informed the Committee that an effective competition policy:

... is one that ensures markets are operating efficiently and not just less concentrated or indeed less regulated. We are looking to see competition policy applied more vigorously and enthusiastically to the suppliers of goods and services both in the non-traded and traded goods sector.�

The Australian Competition & Consumer Commission’s regulations on mergers and takeovers affect the ability of companies such as Goodman Fielder to achieve economies of scale and compete effectively with large multinationals. Goodman Fielder proposed that the Government undertake a review of the restrictions on domestic mergers and acquisitions.�

According to the Dairy Farmers Group, competition policy has the potential to produce efficiency gains for the Australian economy on a number of levels. From 1998 the markets for ‘drinking milk’ in NSW and QLD will be deregulated, which the Dairy Farmers Group considers to be a very positive development for the dairy industry.�

Taxation

Mr Hooke of the AFC, informed the Committee that reform of the Wholesale Sales Tax system is a high priority for the food processing industry. Currently the system distorts the market for food and beverages by imposing differential rates varying from 12 to 45 per cent. Mr Hooke stated:

We are looking to get the broadest possible coverage of a new indirect taxation system with preferably no exemptions; a shift away from taxing income towards taxing spending; a uniform rate as low as possible to minimise price distortions. We want to take taxation off business inputs and exports.�



Export Assistance 

The food processing industry suffers the dual impediments of tariff and non-tariff barriers. Some of the leading edge companies consider that Australia’s export marketing strategies are relatively immature, and are hampered by government and industry’s poor appreciation of the complexities involved in penetrating offshore markets.� To this end, the Export Market Development Grants scheme (EMDG) was introduced.

The EMDG is designed to assist Australian exporters establish themselves in overseas markets. The scheme, limited to companies with a turnover up to $450 million per year, provides a rebate of up to 50 per cent on eligible overseas marketing costs above $15,000. The scheme is capped, with the maximum grant payable being $200,000 per annum. Recent EMDG changes were designed to improve access to the scheme for small to medium enterprises and to simplify its administration.

In order to assist with the exportation of food products, the AFC supports the retention of the EMDG Scheme at its present level and the appointment of a Market Access Facilitator. Executive Director, Mr Hooke said:

Our international trading environment for processed foods and beverages is littered with major barriers and obstacles for Australian exporters. We have some key strategic objectives. We are working hard at that. We are appreciative of the Government’s appointment of a market access advocate to work with our individual companies in addressing both the tariff and non-tariff barriers to trade. We are delighted that the Government has pursued processed foods and beverages as a matter for a sector liberalisation under the APEC processes. �

Water Policy

Access to water is a major factor supporting food production in Australia. Currently all States are reviewing their policies on water usage, allocation and conservation. The Dairy Farmers Group would like the Commonwealth Government to monitor the various State Governments to ensure that they produce uniform policy objectives and implementation plans across the States.�

Conclusion

There is scope for both clarification of the agenda in this area and for better definition of government and industry purposes. There are various steps proposed which would make the industry more competitive in both the export and domestic markets, including regulatory reform. There are also various regulatory and other restraints on industry that, while apparently burdensome, meet wider commercial and public interests.

The present industry approach is largely cost focussed. Assuming processed foods and beverages represent a real area of opportunity for Australia, the test of its effectiveness should lie in market share growth and absolute export growth. The application of this test is complicated, but not negated, by the current financial crisis. If Australia’s competitive advantages have been correctly defined, there should be scope for growing exports and market share. If this does not occur, it suggests either the opportunity has been incorrectly appraised - or the present policy framework is insufficient to yield the desired responses.

In this situation, if there is sufficient common ground between sectors and markets, an overarching plan developed by the industry is possible, and precise export goals might be developed. If, however, the opportunities in particular sectors and markets vary widely, it would be more appropriate to formulate goals on a sectoral or market basis.
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