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Subcommittee met at 9.32 a.m.

BLANCO, Mr Jose Avelino, General Manager, Sydney Representative Office, Banco
Santander Central Hispano South America

CHAIR —Welcome. The subcommittee prefers that all evidence be given in public, but
should you at any stage wish to give any evidence in private, you may apply to do so and
the subcommittee will give consideration to your request. Although the subcommittee does
not require you to give evidence on oath, | should advise you that these hearings are legal
proceedings of the parliament and therefore have the same standing as proceedings of the
respective houses. The subcommittee has a submission from Banco Santander Central
Hispano SA, submission No. 11. | now invite you to make a short opening statement if you
wish before we proceed to questions.

Mr Blanco—Thank you very much, Senator, and thank you to the committee members
for this opportunity to appear before you. The submission raises most of the issues that |
would like to put forward on behalf of the bank. | firmly believe that there are opportunities
for Australian business in the markets of South America. In saying that, | am not advocating
that the South American region will ever rival other regions that have higher priority for
Australia, but | do believe that there is far greater potential than has been realised to date.

In terms of identifying specific areas, my attitude is that it is more a question of the level
of commitment that Australian companies are prepared to make to the region because there
are opportunities in almost any arena. We can see that simply by virtue of the investment
and the trade that other markets do with those in South America. It would probably be best,
rather than for me to try to expand on what is already stated, to invite you to address any
guestions you may have and to respond to those questions.

Mr O'KEEFE —I agree with the general thrust of your submission. We are focusing on
this because that opportunity is there. It has been put to us at official levels that a lot of the
problem is the perception of South American economies as banana republics, sort of thing,
and why you would want to go there. Clearly, that is changing. | notice that the bank’s
presence here has been since 1990. Had the bank made a decision that Australia was an area
that needed to focus on the opportunity over there and that the bank would take a proactive
role in that or were you encouraged to come to Australia by some activity at our end?

Mr Blanco—I should explain that the bank happens to be in Australia in part because of
my approach to it to come and establish a representative office. | have resided in Australia
since 1962, when my family migrated to Australia from Spain. At the time the office was
established, the bank’s presence in Latin America was far less than it is today. Basically, it
was confined to Chile and to representative offices in some of the other markets. Over the
last almost 10 years we have continued to invest significantly in the region to the point
where today our banking franchise would be one of the largest in that part of the world. That
has coincided with a good growth in the number of Australian companies that have gone to
set up operations in that part of the world. Therefore, there has been a flow of business to
the bank which justifies having a presence in this market.
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The amount of time that | am able to devote to promoting the development of closer
relations between Australia and southern Latin America is in part a commitment that the
bank is making to develop a market for its products and services. You grow the pie and hope
that your share of that pie remains a healthy one. I think it has been more a coincidence than
anything else.

Mr O'KEEFE —Is it now emerging into what you would call a focused business
strategy?

Mr Blanco—It is focused only from the point of view of our very small office as a
representative office. Our role is purely a liaison function to identify local companies that are
active in that part of the world to ensure that those companies know who we are, what we
can do for them and, ideally, that they make use of our services in that part of the world. So
it is a very small niche, which to some extent is what makes it viable for us to be here. If
there were a lot of other players chasing the same business | do not think there is sufficient
substance to make it viable for everybody because, even though there has been good growth,
the number of companies over there | think would still be less than 100. The range and
guantity of services that they require is still relatively modest in the overall scheme of
things.

Mr O’KEEFE —My observations so far are that the people who are leading the way out
there are the ones that you would say in Australia have a traditional experience of moving
into overseas operations, be they mining companies, agricultural exporters or companies
associated with the global experience. Are you seeing any what we call ‘niche opportunities’
for the small to medium sized operator who is starting to understand export potential that is
not just associated with servicing the bigger companies that are experienced at this sort of
thing?

Mr Blanco—If there is evidence of that, it would be very minute at present. The big
players obviously have the resources to go and do things on their own, and some have done
it. The investment has been sector specific. Obviously, mining comes to mind as perhaps one
of the more important areas of Australian investment. But then there are other players who
have their niche. For example, Burns Philp has been in Argentina for quite a long time and
has a very viable business in that country. Goodman Fielder is also in that part of the world
and has been for over a decade. These companies saw a specific opportunity, went in there
and stayed.

For small and medium sized Australian companies, the issue is one of consciousness.
They do not have sufficient awareness of what is there to enable them to form a view as to
whether they should be there or not. This is, for me, the crux of the issue that runs through
almost all the submissions. People are talking about awareness, about education. You cannot
commit to something if you do not know that it exists. Therefore, the role that has to be
played is to create that awareness.

CHAIR —How can that be changed easily?

Mr Blanco—I do not know if it can be changed easily. The challenge is significant. |
appreciate that it is not for government to tell business where to go and do business, but
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there is a role for government to play in setting the agenda. To give you an example, these
markets in South America from time to time receive visits from different countries. | recall
on one occasion Prime Minister Mahathir leading a delegation to Chile and perhaps one
other country. He took 200 businessmen with him. When the Canadians have gone down
south, it is with the Prime Minister and something like 350 businessmen. That type of
activity sends a message, which is that we should be taking a closer look. In my opinion, it
is the role of government to show that leadership, to encourage Australian companies to go
there and have a look. That is all that can be done.

| have not come across too many companies that, having visited the region, have not
come back enthusiastic about what they have seen. It is hard to comprehend the dimensions
of it. Somebody talks about the problems of high inflation, unemployment, social unrest, et
cetera, but when a person lands in the airport of Sao Paulo and does a tour of that city he
sees that we are talking about a population greater than that of Australia and a GDP of
comparable dimension—all in one spot. Even if you say, ‘I am going to discount'—take a
figure—'60 per cent of the population as being impoverished’ et cetera, that is still 40 per
cent of 22 million consumers with the ability to buy many of the products that Australia
sells.

The issue of trade is perhaps a little more difficult because there are a lot of economies
in South America which we find as competitors on a global market. | am talking, obviously,
about areas like Argentina, where we are talking about wool and meat, et cetera. But that is
again a challenge. You can look at that country as a competitor and say, ‘There is no point
in going there because they do exactly the same thing we do,’ or you can take an alternative
approach, which is to say, ‘By virtue of them doing what we do and by virtue of Australia in
many respects having better technology and know-how et cetera, we should go there and
make use of that technology and know-how because if we do not do it and benefit from it,
other countries will ultimately fill that void and we will have missed the opportunity.’

The classic example is the type of investment structure that John Carlbitzer has, a
significant investor in rural Australia and likewise in Argentina. The benefits of
diversification of markets and sources of product and the exchange of technology know-how
that perhaps is better in Australia can be applied in Argentina and vice versa. That type of
approach should be encouraged in other companies, whether we are talking about AMP,
which is also a substantial investor in rural Australia, or companies like Elders in its heyday,
et cetera. So there are many ways to skin a cat. The trick is that you have to get people
aware.

The problem at the moment is that if you come with a proposal and you pitch it to a
company, you are in many instances pitching it into a vacuum because you cannot evaluate a
proposal if you do not know the dimensions of what people are talking about. That is again
the education process; it is the need to get businessmen from Australia talking to
businessmen in South America because it is people who do business. When we get that
conversation dialogue going, we are going to find that we are talking to people who are very
similar to ourselves in terms of tracing our origins back to Western Europe. You need the
business leaders from each of the regions to play golf together and do whatever businessmen
do and you then get dialogue, you get ideas exchanged.
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The other thing that has to be borne in mind is that this is a bit of a one-sided
relationship. | say that because as far as investment is concerned it is unlikely that Australia
will be able to attract significant investment flows from South America. Certainly, there are
economic groups in Argentina, Chile and Brazil with the capability to invest significantly in
Australia, but | think realistically they have enough on their plates in their home countries
and in their home regions without coming here. There is a far greater incentive for Australia
to be the investor in that part of the world. It is a bit like a courtship where you are very
fond of the lady you are courting, but she perhaps does not reciprocate; so it is an added
challenge.

Mr HOLLIS —Apart from this awareness that has been identified in many of the
submissions, run us through some of the barriers or difficulties. Say | am an Australian
business person and | do not speak Spanish or Portuguese, but | am looking at some
investment. What sort of challenges will | face?

Mr Blanco—The first point to make is that we use the description ‘South America’ to
describe an entire region but within that region each of the markets is different and
allowance has to be made for that. Depending on the market you are contemplating targeting,
you will find people qualified to different levels in terms of knowledge and use of English as
a very important second language. We need to bear in mind that a lot of the business
executives in that part of the world would have been educated in the United States, so they
would be quite impressive in their grasp of English. | do not think language is a barrier
because, if you look at the other markets where Australian companies have gone to invest,
whether we look at Eastern Europe or at Asia many years ago, we did not have those
language skills either. We acquired them. Until we acquired them we survived quite
handsomely because there was money to be made and therefore we put in place the
mechanisms needed to achieve it. | do not see language as a barrier.

The other aspect is the economic scenario in that part of the world. Obviously there is
considerable volatility. There is perhaps not the same degree of sophistication in all of the
markets, whether it be within the judicial system, the banking system, the overall regulatory
system or the transparency of systems. But again, is that any different to scenarios that
existed in Asia when we started our engagement with that region? Is it that different to some
of the markets in Eastern Europe? | would argue that it is not. A company really needs to
decide whether it wants to be in a market. If it decides that it does, it therefore makes the
commitment. In making the commitment, it acquires the know-how to operate in that market
and to make allowances for the individual characteristics of each market. So | do not see that
as an obstacle.

Mr HOLLIS —Would you see it more as an investment rather than a trade opportunity?

Mr Blanco—It varies from market to market. | do see investment as perhaps being
slightly more important for a number of reasons. First of all, investment tends to get
publicity. If we look at some of the trade that is done today by those companies that are
supplying products and services to, for example, the mining industry in that part of the
world, | think a lot of it can be attributable to the success of the BHP owned Minera
Escondida in Chile. It received enormous coverage, was profiled as one of the best copper
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mines in the world and today is the largest. That encouraged companies to go and have a
look at that part of the world. So investment has an important role to play there.

The other aspect is that there is a degree of competition in terms of what we can export
to some of those markets. It then becomes a question of price. Our wage levels tend to be
higher so we would not necessarily be that competitive. Investment at the right time in the
right industry gives us a quantum leap, brings forward a lot of the gains that we can make in
a marketplace. If you invest and you can establish a domestic base, you then manufacture
locally to supply that market. If you then believe in Americo Sud viability, the regional
market, and if you believe in the integration of the Americas, you are looking at positioning
yourself to benefit from the future of South America and its relationship with North
America. So yes, | do see investment as more important than trade in many instances.

Mr HOLLIS —But that would inevitably be limited, wouldn’t it? Not everyone has the
ready cash to invest in a telephone company or in a copper mine or something like that.

Mr Blanco—Yes and no. For example, if an Australian brewer were to go to South
America and invest in either the acquisition of a local brewing company or set up a domestic
facility to produce for that market, you then find a scenario where it needs to source its
products—the glass bottles, the labels, the corks, et cetera. If it has a supplier in Australia
that produces a good product at a good price who can then go into South America and do
likewise, you are creating an environment whereby there is that flow-on effect. That has
happened in the mining industry. It could happen in other industries. That is why | see
investment as providing an environment to encourage and facilitate trade in certain areas.

Mr HOLLIS —I was pleased when you identified the fact that it is business people who
do business rather than the government. | think | read in a submission—and | put this
guestion to you with you wearing your other hat—that people were a little bit critical that
nothing happened after the Senate inquiry of 1992, and they hoped that the results of this
inquiry would bear more fruit than that inquiry. In the store of parliamentary inquiries, the
report is gathering dust on a shelf. In many respects, we as a committee can only highlight
and, by our recommendations, if you like, wave a flag for various things. We as a committee
or as a government cannot really get involved in those issues. | think that is a point you
raised quite rightly, and the report also raised it: that the government’s role is perhaps to
raise awareness, to highlight things and to create the right climate.

Mr Blanco—I need to explain that | made a distinction between the matters that | raised
in the submission lodged on behalf of the bank and the submission lodged on behalf of the
business council because, as an employee of the bank, | do not feel that | am authorised to
make what might be termed ‘critical comments’ about issues sensitive to our activity in a
foreign market like Australia. Whereas, when | am wearing my business council hat, |
represent a different group, and | am more at liberty because that should not in any way
have repercussions on the bank.

| think this inquiry is useful. It can make a contribution but—and now | am taking off
my bank hat and | am putting on my business council hat—I do not think it is enough. It is
well intentioned. You will wave your flag, but it is not whether you wave it or not, the
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guestions are: how big is it, where are you going to wave it, for how long are you going to
wave it and who is going to pay attention to it? That really is the crux.

In the business council, the suggestion was the need for a Garnaut type report. That is
not to detract from the work that the committee is doing. It is simply that you need positive
discrimination in favour of South America because you are trying to redress an imbalance.
You have to redress that imbalance sooner rather than later because you do not have that
much time. | say that, having regard to what is the investment flow into South America.

For example, today if you were trying to encourage a lot of Australian companies to go
to the region, you would find that many of the companies that you would want to take there
are possibly arriving too late. | am thinking now of, for example, what the New Zealanders
did through Fletcher Challenge and Carter Holt into forestry and into other sectors in Chile.
If you went today to Fosters and said, ‘Gentlemen, how about buying a brewery down
there?’ They would say, ‘Well, it is not a bad idea, but we can’t find one to buy.” The
reason they cannot find one to buy is because all the local brewers tend to be already
associated with international competitors of Fosters. Telecommunications is in a likewise
position—that is, assuming that Telstra wanted to go there.

There is a window of opportunity, and that window is closing. The problem is that
Australia is dawdling whilst others are racing, and there is no point in getting there after the
party has finished. So that is why | think the government has a greater obligation than it has
discharged to the present time. Again, as a member of the business council | personally
believe that it is incumbent upon the Prime Minister to show leadership. Here we have
received the visits of two Chilean presidents and an Argentine president and, to my
knowledge, we have never reciprocated with a comparable visit.

CHAIR —The Deputy Prime Minister has.
Mr Blanco—I applaud the Deputy Prime Minister for going there.
Mr HOLLIS —Former Deputy Prime Minister.

Mr Blanco—No, let’s call a spade a spade. There is a big gap between the Prime
Minister and the Deputy Prime Minister.

CHAIR —AnNd even the parliamentary secretary for trade.

Mr Blanco—Point taken. As | say, in the eyes of the South American countries that
have extended those visits to us, | think there comes a time when you say, ‘No more. | am
not going to keep going and knocking on your door if you don’t invite me back, or if you
don’t reciprocate these overtures | am making to you.” Those kinds of things send a
message.

If you look at the Asian example—and it is a valid one—our engagement there just did
not happen overnight. There is a process of evolution, and a lot of that evolution arises from
the exchange of tourism. People do not know what is there. They go there as tourists. If you
are a business person on a holiday, you do not go there without your business vision. You
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are enjoying yourself and you are doing the nice things, but you are also saying, ‘Good
heavens, there is money here; there are consumers here; there are things that | can relate to,
that | can identify with.” Your next trip back is more likely to be a business trip to follow

up. That is why the issue of air services is fundamental. Hopefully, it will happen that

Qantas will not withdraw from the route and that the current level of frequencies will be
maintained, if not enhanced. The problem is you do not have that much time because so
many other countries are becoming significant investors in the region. So we need to

position our companies.

The other aspect is the argument to be made that there will be a return to economic
strength or improvement in South America in the short term. It will then re-engage on a
greater level with South-East Asia, and people from South America and South-East Asia will
want to visit each other. The challenge for Australia is to ensure that, in doing that, South
America and South-East Asia use Australia as the link. If you are in South-East Asia, you
can go up to the US and down south. It is just as viable to go to Australia first and then go
across—hbut, again, you have to position yourself. | think we are not doing enough in that
arena.

Mr O'KEEFE —I think it would be true to say that, since we started this inquiry,
Austrade in particular have moved very quickly to demonstrate to us the extent of this
opportunity for Australia. The point has also been picked up that one of the reasons we seem
to have so far survived the Asian meltdown, so to speak, is that a number of our companies
did very quickly go and look at other opportunities, and a few of them actually saw it in
South America. So the awareness factor and those issues you have been addressing are
turning. | think this committee will go there. We will probably have a visit to the region
early next year and we may have an opportunity to lift that focus to the level you are talking
of. Certainly, my chief interest in it will be looking at those areas you are alluding to, where
we have not yet missed the boat.

We have had quite a renaissance—I think that is the term used—in the Australian
economy because lots of operators suddenly learned how to spell the word ‘export'—and
they were not the traditional big agricultural exporters. Some of them have been very
innovative, as you say, in going into countries where they could not speak the language; they
did not know the culture; they did not know who to do business with there. A lot of them
gave up in despair in Asia but they came back. My own view about the strategy is that we
ought to be identifying those areas where it is not too late or where there are emerging areas
in these economies that are parallelling our own, particularly partnership opportunities to
explore work into other trade areas in the world.

Mr Blanco—I will make a couple of observations. Australia has surprised many by the
way in which it has survived what might be classified as the Asian downturn. It is
interesting to note that part of the explanation given by some economists is the devaluation
that occurred in the Australian dollar, which saw us go from almost 80c down to 55c. | think
if you work it out, it is approximately a 20-something per cent devaluation, but it was
controlled and it did not really attract as much attention. The Brazilians did a devaluation in
January that got world headlines. There are differences, but let us not kid ourselves: we did
much the same under a different scenario.
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The next aspect is that, yes, when the Asian downturn happened, Australian business was
confronted with a challenge of finding alternative destinations for their products, et cetera.
That can be said to have opened a window of opportunity: some had a look at South
America; some went to the Middle East; some went to Europe, et cetera. The danger that is
arising now is that we are starting to see in the local media increasing reports about the
recovery of Asia.

A lot of those people who looked at alternative markets have not yet established their
footprints. My concern is that, because they read about the recovery in Asia, they are going
to say, ‘Ahal The good times, or the times that | knew in the markets that | knew, are
coming back. I really have not made the progress here that | want; | am going back to what
| know.” So that window then disappears, and that is another reason for the need for prompt
action.

It is unfortunate that this window has opened at a time when the South American
economies are not at their best. Again, my view always is not that the government is telling
the companies where to go, but that the government is suggesting to companies that, in
shaping their trade or investment strategy on a global scene, you should not do it without
taking into consideration all the possibilities. So you have companies that have never visited
South America shaping their international strategy. It could well be that if they had
contemplated South America some—perhaps not all—would have said, ‘Aha! It's more
viable to go there because, for my product, for my service, there are more opportunities there
than there are in Asia, than there are in Europe,’ or whatever it is, and that is the tragedy.

Mr O’KEEFE —Part of the success in Asia has been a fairly significant exchange of
young people fairly early, be they either in training in their university positions, in training
in industry or, fairly early in their role with global companies, they have suddenly had a
chance to go. My son, for instance, with Ericsson, spent six weeks in Sao Paulo when he
was 20. So he is actually quite aware of what you opened up by saying to us. Do you see
opportunities for us to try to embrace some of that early exchange of young people? Is there
a learning or education opportunity, or a business executive exchange opportunity?

Mr Blanco—There is an education opportunity. | do not have the data, but | know that
an increasing number of students from South America were coming to Australia,
predominantly to study English as a second language. Whether you could then convince
them to use our universities in preference to, say, the US universities remains to be seen.
Just contemplate what is the global market and analyse the languages that are on offer in
Australia at schools. You probably still encounter a very high level of French, Italian in
some, Indonesian, perhaps Japanese. You then look at what is the ranking of languages
spoken globally. You will find Spanish second or third, depending on what criteria you want

to apply.

If you study Indonesian, you access Indonesia. If you study Spanish, you access Spain
and a considerable portion of not only South America, but Latin America, and have a look at
the incidence of Spanish speakers in the US market. You can go to a lot of the southern
states, a lot of the major cities in the southern states of the US, and if you had to, you could
survive on Spanish without English. So what is the value inherent in Australia promulgating
the teaching of Spanish?
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CHAIR —lt is the second most spoken language, isn't it?
Mr Blanco—I believe it is.
CHAIR —Oir is it the third most spoken language in the world?

Mr Blanco—Whether it is second or third, it is way ahead of most of the other
languages that we are teaching here. Perhaps part of the reason is that we do not have the
requisite number of teachers qualified to do it. Perhaps there is not the demand from the
students themselves and their parents but, again, this reverts to the issue of leadership. It is
not a case of telling people where to go to visit, but it is a case of preparing the business
community, the Australian community, for the skills needed to survive in the global
marketplace, and these are factors that | think need to be taken into consideration. So
education is fundamental.

Mr O'KEEFE —There may be some point to a targeted strategy here. In the late eighties
and early nineties, a number of our TAFE colleges and universities became quite focused
quickly on Asia and very quickly learned how to develop exactly what you have called for.
Some of the people who were successful in understanding and driving that might be the sort
of people who should be brought together with, for instance, your business council for a
discussion about having a look at repeating the experience but with the South Americas.

Mr Blanco—Again, most of these issues go more to the business council itself. The
reality—and unfortunately things are never as good as one would like them to be—is the
fragmentation that exists in dealing with South America. The business council labels itself
the Latin American Business Council and | think there is a role for such an entity until such
time as the Australian activity in the specific market grows to such a dimension that it can
be self-sufficient. At the moment, if you separate Australia’s relationship with each
individual country in South America, you are talking about a relatively small dimension. It is
only by putting it all together that you then get a more worthwhile dimension.

The difficulty is that when activity takes place, whether it be through seminars, through
organising missions, et cetera, there is a preference to want to use the banner of the specific
market, so that if the Chileans send a delegation here, they prefer to work through an entity
which has the Chile name: ‘This Latin America thing sounds a bit nebulous; it's not really
my flag.” The same thing happens for each country. So you have the situation in Australia
where you have the Australia-Latin America Business Council, you have the Australia-Chile
Business and Investment Council and you have the Australia-Chile Chamber of Commerce.
It is a very small market. At the end of the day, we are all chasing the same people and that
in itself is a problem. It is one that business has to deal with and one that has not yet been
resolved satisfactorily.

Mr O'KEEFE —Are you suggesting perhaps that the Australian government might take
a lead here by establishing some sort of coordinating unit that drove a bit of this or do you
leave it to Austrade to expand its operations? It is obviously lifting its priority for South
America.
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Mr Blanco—I do not know who has to come up with the right formula. Many of us
have been searching for this elusive formula for some time. Anyone who can contribute to
putting it in place is more than welcome to do so.

CHAIR —Austrade tells us that trade investment with the area has actually been inhibited
because Australian financial institutions have limited experience in the market. Is that right
or wrong?

Mr Blanco—I believe it is correct. The only Australian financial institution that had a
toe in the region was the ANZ Bank through a number of representative offices that it had in
Santiago, Buenos Aires, Sao Paulo and Rio de Janeiro. My understanding is that this year the
bank took the decision to close those offices and to try to do that type of business out of its
branch in New York. Effectively, there is no Australian banking financial presence in South
America at present. In the case of Australian banks, for example, leaving to one side ANZ, |
do not know that any of them have of late sent executives to visit South America. | think
they rely purely on their correspondent banking relationships, and that is obviously not as
good as Australian business would like it to be.

CHAIR —lIs there a lack of finance generally to invest in Latin America? Is EFIC doing
as good a job as it should?

Mr Blanco—I do not know that there is a shortage of finance. There was, since the
Russian problem last year, a liquidity crunch in Latin America as a whole, so it is not
peculiar to Australia. It was nervousness about the direction that the South American markets
were taking; therefore money was being withdrawn. With the liquidity crunch, people were
not able to finance a lot of the projects that they had.

Australian companies that have gone to the region and made investments have not had
too big a problem in sourcing the money required. They have done it, in most instances,
using their relationships with Australian banks and with international banks that they deal
with in Australia. The ANZ, for example, was the lead arranger in a number of financing
deals for Australian companies that went into South America. As to whether their withdrawal
from those offices in the region will have a detrimental impact on that, it may be the case,
but | do not know it to be a fact.

CHAIR —We have anecdotal evidence that says that EFIC has been slow in approvals of
cover. Do you know anything about that?

Mr Blanco—Whether it has been slow or not depends on the people who are asking for
the finance. Obviously, EFIC has a charter to comply with, so it is there to assist—but up to
a certain point. It, too, does not want to finance a transaction which it sees as holding
excessive risk. Undoubtedly, it could possibly be more lenient, shall we say, in terms of
assessing applications and more expeditious in processing them but, again, you would have
to look at it on a case-by-case basis. There may well be a very good justification for the way
in which they have behaved.

CHAIR —Another area that Mr O’Keefe brought up was: if this committee could go to
Latin America, would it be advantageous to go with a few business people?
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Mr Blanco—It would never hurt. The frequency of visits by Australian ministers to the
region is not that great that it is not feasible for them to try to take some businessmen with
them. Some of the very big players from Australia, who do act on the global stage,
obviously make these trips without any prompting or assistance. However, perhaps there are
still enough high-level Australian executives that have not gone there but, with a degree of
arm twisting by the government, would be prepared to accompany them and would benefit
from doing so. The government is very useful in opening doors—particularly in markets such
as those of South America—therefore, | would encourage it.

CHAIR —Of course, the Minister for Trade is there at the moment, and some of the
reports that he is sending back are quite optimistic.

Mr Blanco—We are hopeful that the visit will convince the minister that South America
is a region that warrants greater attention from his department and from the government
generally. My understanding is that it is his first visit to the region, and that is why | say
that part of the challenge is to get not only ministers and members of parliament to go there
but also businessmen. When you go there, then you can form a view. If you have never been
there, how can you do that? You are not basing it on sufficiently precise information.

CHAIR —I pick up your point. You say that, if Australian business does not get there
very quickly, it is going to be more a north-south alliance with the Americas—and maybe
with Europe—rather than moving west to Australia. However, there is some trade increasing
into Asia, isn’t there?

Mr Blanco—It is fair to say that the geographic realities dictate that there will always be
a greater relationship between North America and South America, irrespective of how many
overtures or the intensity of overtures that Europe, Asia or Australia make to South America.
That said, we can be doing a lot more than we are doing today, and we look to those
countries for support in areas such as the Cairns Group, et cetera. | have personally seen too
many incidents where we talk about APEC with the ‘A’ for Asia, forgetting the ‘P’ for the
Pacific part of it. It is a level of commitment on the part of Australia that can be intensified.

Mr O’KEEFE —Thank you for your submission.

CHAIR —Thank you very much for your attendance here today. If you have any further
material which you might like to give the committee, we would appreciate that very much.
Hopefully, we will see you again in your other hat of the Australian-Latin American
Business Council.

Mr Blanco—I suspect | wore both hats today, but we will try to distinguish between
them.
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[10.15 a.m.]
CALDERWOOD, Mr Bill, Deputy Managing Director, Australian Tourist Commission
HUDSON, Ms Margaret, Manager, Corporate Strategy, Australian Tourist Commission

CHAIR —Welcome. The subcommittee prefers that all evidence be given in public, but
should you at any stage wish to give any evidence in private, you may ask to do so and the
subcommittee will give consideration to your request. Although the subcommittee does not
require you to give evidence under oath, | advise you that these hearings are legal
proceedings of the parliament and, therefore, have the same standing as proceedings of the
respective houses. The subcommittee has a submission from the Australian Tourist
Commission, and that is submission No. 9. | now invite you to make a short opening
statement, if you wish, before we proceed to questions.

Mr Calderwood—Thank you for the opportunity to appear this morning and to provide
some information on our relationship in regard to South America. | would like to provide an
update on some aspects of our submission. | would then, of course, be very happy to answer
any questions that you have.

First of all, the Australian Tourist Commission is the federal government agency which is
tasked with the promotion of Australia internationally as a tourist destination. We promote
Australia through a range of marketing communications to consumers involving television,
print advertising and, increasingly, the web and public relations. We also have a very strong
relationship with the travel trade in the overseas markets in which we operate to ensure that
they have not only the necessary material, information and knowledge but also the
motivation to sell Australia as a destination.

When we talk about the South American region, we are primarily focusing on three
markets: Argentina, Brazil and Chile. Those three markets, together with a fourth one of
Mexico, if we add it in, account for in excess of 70 per cent of all arrivals into Australia in
any typical year.

In our submission we highlighted that, for the year 1998, we had a growth of something
like 9.8 per cent but | can give you some updated figures from the recent arrival statistics
which indicate for the 12 months ending June 1999, the increase which we have achieved
from South America is actually 19.5 per cent, which gives us a total for the year of close to
30,000 or just over 30,000 so it is a very encouraging progression and growth. We have also
in recent times, as recently as 1 August, appointed a full-time representative in Sao Paulo
who is responsible for servicing both the consumer and the trade, as well as PR activities.
That new expansion of our presence in South America is in addition to a longstanding public
relations representative in Buenos Aires and a new part-time representative in Buenos Aires
as well who is primarily handling inquiry servicing.

One of the key areas which we have been able to use successfully in recent years to
create more awareness for the destination has been public relations and it is a very cost-
effective means by which we can build the awareness and the breadth of knowledge of
Australia. In the fiscal year 1998-99, we invited 14 journalists from throughout the region to
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come to Australia and they participated in a visiting journalists program. The outcome of
those visits was media exposure to the value of something like $2.8 million.

But, of course, that is just one part of the activity. As | mentioned before, a key focus
which we must have, particularly when we look at markets of this type which we would
describe as emerging markets, is to ensure that we have a very strong relationship with the
trade and to build the foundation there as a base before pushing strongly into consumer
advertising. Therefore, a lot of the work and focus which we have is to ensure that we do
have good distribution of product and good education and training programs in place for the
trade. We do have some very effective cooperative joint tactical advertising campaigns.

Coming up in the next two weeks, as a matter of fact, is a good illustration of how we
do that, in that we have a travel mission which is going to both Buenos Aires and Sao Paulo.
There will be some 16 representatives from Australian companies who will be meeting with
different members of the trade in both of those countries. That will be a four-day event
primarily designed to educate and hopefully to write some business.

It is true to say that in the last 12 months the profile and awareness of Australia has
certainly increased in both Argentina and Brazil. It is also true to say that we have a long
way to go. There has been significant benefit obviously because of the Olympics exposure
and we have been working with various Olympic broadcasters and sporting organisations to
try and maximise the opportunity which the Olympics presents to us. Particularly that has
relevance when we talk of Brazil which has a very strong interest in the Games activity.

One of the ways in which we will be looking in the future is to increasingly use the web
as a source of information and motivation. We have planned for later this month to release a
Spanish and a Portuguese language dedicated gateway which will make the web usage far
more efficient in those two countries. At the present time, Brazil ranks as the 21st highest
user of our international gateway.

One of the key factors which always impacts on our growth is the increase in air
services. The introduction of the Qantas services late last year certainly has boosted our on-
ground presence, as has the exposure from their advertising campaigns and that has certainly
been encouraging. The fact that we now have four direct services is a big boost, which
previously was not available to us. In summary, we view the region from a tourism
perspective as one of key emerging markets, but we are focusing primarily on three markets
at the present time and they are Argentina, Brazil and Chile.

The extent to which we maintain the growth pattern which we see and achieve some of
the forecasts which we have set ourselves internally—and the internal forecast we are talking
about is that by the year 2003 we expect to reach 53,000 arrivals from the region—is
dependent very much on the continuation of the air services; the continuation of effective
marketing spend; the overall economic stability of some of the key markets, particularly
Brazil; and the maintenance of the ongoing development of simplifying the visa process for
some of the visitors. Thank you very much indeed for the chance to update our submission
and | am more than happy to answer any questions you have now.

CHAIR —Ms Hudson, would you like to add anything?
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Ms Hudson—No, | will not be adding to the statement.

CHAIR —Before | ask Mr Hollis to ask you a couple of questions, could you give us the
names of those people who are going on the mission? Is that possible? There is no need to
declare them now if you can give us the names later.

Mr Calderwood—I have them with me today so | will table that.

CHAIR —Does Austrade help at all with any of the promotion costs or those sorts of
things?

Mr Calderwood—No. We have—
CHAIR —Should they?

Mr Calderwood—Okay. Should they? We have had an association with Austrade over
many years. In addition to the presence which we have on the ground, we have a dedicated
manager who is based in Los Angeles and until recent times, when we have increased our
ongoing presence, we have worked with Austrade in a variety of different ways. Up to two
years ago they were the primary body which helped us to distribute the travellers guide
which is the main information piece.

But we looked at the opportunity of increasing our presence and, while that association
was right for the time, we felt there was a new arrangement which we had to put in place to
make sure we had more penetration. We continued to have ongoing discussions with them to
update one another in terms of what we see as being the trends and the issues. They are
indeed involved in some of the ongoing missions which we will have, but more than that |
think it is difficult to see where it would be justified for Austrade to be investing in some of
our programs. Our budget at present is in the vicinity of something like $500,000.

CHAIR —The only reason why | bring that question up is because they point out that the
direct flights of Qantas need to be promoted vigorously with the support of the Tourist
Commission and—

Mr Calderwood—And Qantas said that too?

CHAIR —Have you got plans to try and incorporate them a little bit because they have
got troops on the ground at the other end?

Mr Calderwood—Yes. We obviously work very closely with Qantas and a lot of the
campaigns which | speak of are in conjunction with them. When we talk about the 14
journalists which we bring out to Australia, we do that in combination with Qantas. When
we talk about the trade advertising we do that in conjunction with Qantas. Yes, they would
probably like us to invest substantially more in the marketplace to help them sort of improve
their success in the market but | guess we have to look at a broader issue in terms of the
worldwide responsibilities which we have.
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CHAIR —lt is chicken and egg stuff, really, isn’t it? Mr Blanco is saying that tourism
and travel really are the spearhead and | think Mr O’Keefe mentioned that university
training, for example, has been one of the helps to us in Asia, but it is chicken and egg stuff,
| guess.

Mr Calderwood—It is chicken and egg. It is interesting. | was listening to the question
you were asking the previous gentleman. About 3,000 students come to Australia each year,
primarily for English language courses. That is one of the key segments which obviously we
look to target and we certainly would be working with Austrade to try and target those. That
is an ongoing cooperation which we have there.

The chicken and egg situation is one where we have doubled our investment in terms of
this market in the last two years and we have tried to demonstrate support for Qantas in their
endeavour to build this market. It is also true to say that Qantas look at this market as not
just a feeder for Australia. They are looking at the market as using Australia as a hub to
filter traffic from South America through to Asia and vice versa. While they have an agenda
which is akin to ours, they have a slightly different agenda from time to time. It is in our
interests to work closely with them but it is in our interests to make sure that levels of
investment which we have are realistic and do not detract from other activities which we
have on a worldwide basis.

Mr HOLLIS —At the end of your presentation you mentioned, almost in passing, the
problem with business visas. Can you elaborate on that?

Mr Calderwood—The visa situation in Argentina works pretty well. Visas are issued in
Buenos Aires, and there is easy access for consumers to get visas. None of the markets in
South America has access at this stage to ETA, the electronic travel authority, which we are
very supportive of. We certainly believe that the introduction of the ETA in some of these
key countries would help us in that it would simplify the process in many ways, and there
would also be some form of savings to the consumer.

In the case of Argentina, it is not such a great problem. But in the case of, say, Brazil,
where the visa issuing opportunity is in Brasilia and the bulk of the traffic comes from Sao
Paulo, there is an inconvenience there which can work against us. If you look at the other
countries—Uruguay and Venezuela, for example—they have to make their applications
through Santiago in Chile, and that is a further complication which we know can work
against us. If you look at where the traffic flows are from these three markets, traditionally
they are looking obviously north to America and also east to Europe for many good reasons.

We are the new world Johnnies-come-lately, but we have to make sure that we do not
provide too many barriers for them to access the destination. There are increasing trends
throughout the world for consumers to make decisions closer and closer to departure. One of
the factors which can militate against a destination is if they cannot get access to visas
quickly; it will cause them to make alternative choices.

Mr HOLLIS —Is that true? | do not know. | know that, when | have to get visas, | find
it an irritant rather than a deterrent. If | am going somewhere, | will still go there, but | will
complain greatly. If | get the run-around here with a country that does not have a mission in
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this country, and | am suddenly told that | have to get a visa and that maybe it has to come
from Tokyo or somewhere like that, | complain about it. | find that an irritant rather than a
deterrent.

Mr Calderwood—I think you are right. | think it is more of an irritant than a deterrent.
But it is a greater deterrent if we are looking at people who are looking to travel more for
leisure purposes and who have a range of options which they are looking at and those
decision time frames are getting increasingly shorter. That can then become an increasing
deterrent. But | think we have to put the visa situation in perspective. There are other
destinations in the world where we would say that the visa issue can have a greater deterrent
than, say, in South America. It is certainly an irritant, and more so in that part of the world.

Mr HOLLIS —Another deterrent surely would be costs. Can we go through a
comparison, say, of costs with airfares from, say, South America to Australia or to Europe?
If you are there making a decision, it does not matter so much if you are a business person
but, if you are a tourist and you are deciding where you are going to take your vacation, |
suppose you would contrast the cost of fares to the States, or the North American state of
Canada, with the cost of fares to Europe and to Australia. Are we greatly out of kilter with
these other two popular destinations?

Mr Calderwood—I do not have the exact figures here, but we will obtain those for the
committee and table them. Suffice it to say, the cost of a destination with regard to airfares
is normally driven by the degree of supply. We are talking about four direct services,
whereas the number of services which we would see going to North America or Europe are
infinitely more. Therefore, traditionally, the airfare component of a holiday to both North
America and Europe would be substantially less.

Having said that, the type of segments which we are going after are those segments
which are traditionally high yield. While | would never be foolish enough to say that cost is
never an issue with any consumer, it is perhaps less of an issue with some of the segments
which we are going after at the present time.

Mr HOLLIS —I notice from your submission that you have said that, and then you have
broken it down between family reunion, or family visits. | would imagine that, for someone
coming from that part of the world, most of them would enter into a package which would
include accommodation, airfares, internal travel and so on.

Mr Calderwood—Yes, the bulk of the travel arrangements from South America to
Australia are still very much a package. But a package can take different forms nowadays. A
package can simply be an airfare with one night's accommodation—and that qualifies as a
package—as opposed to a 28-day complete tour. So we have to be careful in the way in
which we define it. Yes, they are traditionally buying an airfare with arrangements. The bulk
of them come to Sydney and disperse less to other parts of the east coast. In Sydney, they
traditionally come and buy accommodation for X number of nights. One of the things we
find—and sometimes these figures are distorted by the incidences of students who come for
longer periods of time—is that the average stay for an arrival from South America is some
30 days, which is very high. Also, we talk about the high yield segment, and they tend to
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travel in family groups. They use certain types of accommodation—for example, apartments
or condominiums. They would then tend to buy them as part of an overall package situation.

Mr HOLLIS —I would imagine—and this is just a gut reaction that | have—that travel
from that part of the world to Australia is different from travel from Australia to that part of
the world. My gut reaction would be that the Australian going there would more likely be
your younger backpacker, if you like, whereas the one coming from South America would
more likely be your middle-class, well-to-do person. | do not know whether | am right in
that; it is just a gut reaction.

Mr Calderwood—I think it is pretty true. If you said that there was a potential
population of 500 million people in South America whom we could target, the reality is that
about only three per cent of them would have the propensity to travel. They tend to be
people from the upper socioeconomic groups, whereas in Australia | think the ability to
travel is more evenly spread throughout the population. | am not an expert on the profile of
the Australian traveller to South America, but the little | do know indicates that there is a
combination of experiences which they go after. You can readily buy a package to South
America between 3Y to 4% thousand dollars, which is within the reach of a lot of people.
Whereas, in the reverse, yes, you can probably buy a package, but they tend not to do the
adventure type tour which Australians might be looking to do at Machu Picchu, et cetera.
They will be looking to spend some time in Sydney and then move north to the Whitsundays
or Cairns, et cetera, where the actual cost would be greater.

Mr HOLLIS —In order to get a feel for the situation, this committee would be
interested—and this would be with the chairman’s permission—in meeting, either in a formal
or an informal manner, with groups of journalists or anyone like that who would be coming
here. Would that be possible?

Mr Calderwood—Yes, it certainly would be possible. | am not sure what we have
planned over the next number of months, but we will certainly take that on board and make
sure that, if the opportunity does arise, we advise you so that a meeting can be arranged. We
would facilitate that.

CHAIR —That has been extended on behalf of the committee with the concurrence of
the deputy chairman, of course.

Ms Hudson—As you heard earlier, in the last financial year we had 14 people from the
region coming on the program that we were talking about, being the visiting journalists
program. That program is an ongoing one, so | do not see any problem in trying to facilitate
that in the future.

Mr O'KEEFE —On the visa issue, what is the sort of criterion that gets a country into
the ETA system? Is the problem here that the numbers just are not enough yet for
immigration and customs to rope them into the system, or are the mechanics and the
electronics of computer links and all of the rest of it in some of these countries not advanced
enough to easily move into the system?
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Mr Calderwood—The technology is there because the technology which we use is
basically linked to the airline technology. So the technology is there. The question is the
degree of investment which the Australian government has to put in to establish this, and
that is a decision which DIMA obviously makes based on, among other things, the volume.
However, the technology is there. The professionalism and the experience of the travel
industry is certainly there to facilitate this process. There is no reason at all why it would not
work there.

Another factor, of course, is the perceived level of overstay for a particular country and a
perceived level of risk. That is a key factor which does militate against some destinations,
but | would presume that the countries which we are talking about would not necessarily fall
into the higher risk categories.

Mr O'KEEFE —I was about to ask you that question. You have not heard much
informally about these countries presenting risks as we do in other areas?

Mr Calderwood—Not informally. There are some other countries obviously we are very
conscious of, but in the case of those, no. DIMA has had a roll-up program in terms of
where ETA will be introduced, and it has been gradually working that through. Yes, it has
tended to be in those countries where we have had the largest number of arrivals and the risk
is perceived as the lowest. But we have not heard any definite time frame for South
America. Margaret, have you heard anything?

Ms Hudson—That is correct. We have not heard that formally they have a program to
implement these areas into the ETA program. DIMA, | might also add, have, however, been
talking to us in an ongoing way about some of the issues. Where we are coming from, of
course, is trying to make visa facilitation as easy as possible so that we can maximise the
number of visitors coming to Australia from the region. In recent weeks DIMA have in fact
spoken to me about trying to get agency arrangements. Argentina was the first country they
were looking at that for, whereby they are asking us to supply as input to that process the
names of reputable agents which we have long-term associations with that we would
recommend to be in a program—not for ETA at this stage but for direct agency
arrangements—so that it would mean that the visitor walking in could actually obtain their
visa through the travel agent rather than through the Australian consulate or embassy.

Mr Calderwood—And that is an interim measure which we have actually used very
successfully in other countries, even before ETA came in. It is an advance which certainly
can help. It certainly speeds up the process and can obviously overcome some of the
problems | mentioned in some of the Brazilian experiences.

Mr O’KEEFE —Another question | have that is semi-related is that there is a common
practice in the travel industry to provide study tours or quick visits of people working in the
industry to different countries if there is emerging an interest. ‘Educationals’, | think they
call them.

Mr Calderwood—Yes.
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Mr O’KEEFE —Are you noticing any emergence of cross-visitation in the travel
industry, and is there any potential here for us to encourage the travel industry to send some
staff on some of the educationals between the two regions?

Mr Calderwood—Educationals are an institution in the travel industry and are
sometimes used for the wrong reasons. In the case of South America, there has been quite a
history of educationals going back, probably, four or five years. We worked with Air New
Zealand three years ago to bring out some 100 of the industry from South America who
were focusing on the incentive and convention business. Qantas in recent times has been
running some educationals to bring out more of the wholesalers and retailers that are
concentrating on the leisure business. Yes, that is an ongoing program which works
extremely well—and it is a two-way flow as well. Qantas are currently looking at putting
together some additional educationals to what they have planned already to take Australian
industry across there.

So yes, it is a process which is ongoing. It is a process which we work on in conjunction
with the airlines, and also the state tourism bureaus. In addition to that we have the major
trade show called the Australian Tourism Exchange which we run every year in either May
or June. We invite some 700 of the international trade to come to Australia as our guests.
We have a fairly sizeable delegation come each year from South America. We take the
chance to bring them across for a week and for them to spend a week of fixed appointments
doing business. Then many of them take a chance to add—either pre or post—the
opportunity to see different parts of Australia so they can improve their product knowledge.

It is a key part, particularly in a new emerging market, of the marketing activity.

Mr O'KEEFE —What is your experience with both airlines at this point? Are their
passenger loads roughly even both ways, or is there an imbalance? Are they flying back here
empty or going over there empty?

Mr Calderwood—I am not familiar with the load factors for Aerolineas Argentinas at
the present time. Qantas’s load factors would probably be stronger coming from South
America to Australia than the reverse. However, one of the strategies which they have, and |
discussed it with them as recently as two weeks ago, is to increasingly promote the South
American route out of the Japanese and also the Asian markets, and to try and change the
mind-set which says, ‘When you go to South America you go via Los Angeles’. There is no
reason at all why that cannot be done successfully because it is price competitive and the
time frame is not much different, but the comfort of travelling is far superior in that the first
part of the journey is still within the same time zone, basically, as the source markets, and
the time frame of the connection works extremely well. | think that will be a way in which
Qantas will look to build two-way traffic, particularly to fill up the loads.

We have four flights a week. If you do a rough piece of mathematics we have about
60,000 seats a year, which is twice what we need at the present time. So there are an awful
lot of empty seats which need to be filled up by what is sometimes termed as thrift
freedom—either bringing people through from Europe through South America to Australia
and then up to Asia, or the reverse. They are the options which Qantas are particularly
looking at. It positions Australia in a slightly different way. We are seen more as a hub
rather than the end destination. But, for our objective, if we get people coming through the
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hub but extending some of their stay here we are happy as well, so we are looking at two
different opportunities there.

Mr O’KEEFE —That is what | was about to ask you. Is that Asia-Sydney-South
America trip comparable, say, to going virtually non-stop to Europe, maybe hanging around
Hong Kong airport for two hours, or is it a trip where the sensible traveller will take at least
a day or a night in Sydney?

Mr Calderwood—I think the way the time schedules would work would encourage
people to actually have a stopover. You could go straight through but it is not the ideal way
of doing it.

Mr O'KEEFE —Sure.

CHAIR —Could | just ask you this: what effect has the crisis in Brazil and the downturn
in parts of Latin America and Argentina had? Has it had a dramatic effect or just a slight
effect or will have it have a long-term effect or what?

Mr Calderwood—We obviously looked at the situation 12 to 18 months ago and we
thought that perhaps it would slow down some of the traffic, and we saw a bit of weakening
in the traffic. However, with the introduction of the Qantas services, with the increased
presence in the market, that helped to offset and more that phenomenon. So the growth that
was seen in the last financial year of 19.5 per cent is very healthy, very good, and we are
anticipating that over the next five years growth will be ranging between 15 per cent and 20
per cent per annum—coming off a small base but a good consistent growth. We are talking
small numbers. The reality is the impact of the economic situation in Brazil was not really
badly felt in Australia. We were far more conscious about the economic impact of some of
our source markets up in Asia than South America.

CHAIR —Does Qantas—and | guess we will pick this up later on in the inquiry—give a
good package? If | want to get on the plane in BA, for example, and come to Australia for a
fortnight’s holiday, do they subsidise some of those internal routes in Australia with Qantas
so that they can be really competitive? One of the big inhibitors to Australian tourism is the
cost of getting from Sydney to Port Douglas, or from Sydney to Alice Springs, and that sort
of thing.

Mr Calderwood—It is an inhibitor. In the past there were some good attractive deals,
domestic add-ons to international fares, but they are not as readily available nowadays. A
consistent concern and complaint which we get from different markets, out of Japan, out of
Asia, is that that does inhibit dispersal beyond the gateways. It is driven in many ways by
the way the two Australian airlines have separate profit centres for both international and
domestic. Sometimes, you do not get the cooperation between them which maximises the
bigger picture because each of them have their own separate bottom line.

We would certainly like to see the reintroduction of some of the more attractive add-on
domestic air fares similar to what you see in America, where you have the VUSA fares, the
visit USA fares, which are intended to do exactly that—to move people beyond the gateways
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and to get them to disperse as widely as possible. It is a topic of discussion which we
frequently have with airlines, but it is a topic which we have not won on yet.

CHAIR —What about other inhibitors like bed tax in Australia? Is that a problem?

Mr Calderwood—The bed tax was a particular issue for the Japanese market. There has
been an impact on the length of stay, the bed nights, which Sydney as a destination has
achieved from Japan because of that. When the bed tax was introduced the Japanese
operators changed their itineraries such that they reduced the term in Sydney. In some cases
they simply brought the customers into Sydney in the morning and took them out in the
evening before they had to spend any time in Sydney. More often than not, it is
psychological rather than financial. The reality is that Australia as a destination is still
extremely affordable, extremely good value. If you look at the affordability of the destination
because of our currency, it is fantastic out of the long haul markets of North America and
Europe. So it is up here, rather than the cold hard cash, but it is a barrier which sometimes
you find hard to shake.

The GST is another issue which obviously is exercising a lot of attention and imagination
at present. On Monday we have a forum in Sydney, at which there will be close to 300
people, looking specifically at ways in which we can make sure we maximise the
opportunity for Australia in 2000 and beyond which arises from the Olympics. But there are
some challenges on the horizon in that there is a whole series of perceived increases in the
cost of the destination through the introduction of GST, question marks about whether the
bed tax will finally be removed, the situation about availability and the pricing because of
the Olympics. The other factor is the perception that the Australian dollar will strengthen
over the next nine to 12 months.

So all of those factors are there. The purpose of this forum will be to extract what the
reality is and to share that with industry and to then in turn make sure that the overseas
industry understands that. So sometimes these factors are more myth than reality. It is more
a psychological impact than a real economic barrier, but they are certainly things which we
will have to be conscious of. The extent to which they affect the business is mainly
anecdotal. There is no cold hard evidence to sort of say, ‘This is the true impact.’

Mr HOLLIS —I was going to reinforce what you just said. It is more psychological. | do
not know about the GST but on the bed tax, some of my colleagues are fairly frequent
travellers to Europe. The thing that always amazes me is just how cheap good, middle range
hotels are in Australia and the service you get from them compared to many parts of the
world. It is unbelievable. Try and get a night in London, Paris or Amsterdam for what you
pay in Australia. It is like airport taxes; it is in the mind. For the Japanese to complain about
the cost of hotels in Australia is a joke.

Mr Calderwood—Sometimes a discussion is based on emotion rather than on reality.
The challenge we have is to try and put the reality on the table and keep pushing that
message very strongly. We are certainly an affordable destination. We will certainly see an
increase in the cost of coming to the destination over the next 12 months. We still believe
we will be able to deliver a very good value for money destination, but we have some
challenges.
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CHAIR —You have elaborated a bit already on your PR in Latin America. That is where
it all starts if | am living in Brazil or Argentina and | am trying to decide where | am going
for a holiday. Could you elaborate more on how that will increase? That is why | asked the
guestion earlier about Austrade. Every available Australian source—it is a part of trade—
should be raising the awareness that it is a great place to go, especially with the Olympics
coming up. Then they can go on to do a bit of business and maybe get a tax deduction when
they come through Sydney. They are coming for the Olympics but are doing some trade
work as well. Are you a part of that? Has there been good consultation between you and
Austrade on that issue?

Mr Calderwood—There certainly has been consultation with us. We have cooperated in
a couple of areas. | mentioned before that Austrade are involved with us in an upcoming
workshop which we have in Buenos Aires on 24 September. That is one indication of our
cooperation, where we work together, where it makes sense for both of us to try and build
our presence. The VJP program, which | mentioned before, where we brought out 14
different print or broadcast journalists last year, was done in conjunction primarily with the
airlines in the States. These people would come out to have a look at different aspects of
Australia, not just the tourism aspects. In some cases we would combine with Austrade to
provide some access to different aspects of industry for some of these journalists because
they were writing on a whole range of topics. That is also a focus we had—to try and ensure
that there is added dimension to the destination. But in the end these journalists, in the
majority of cases, write for publications which do have a focus on travel and leisure
experiences. That is what the consumer is looking for and that is what we have to try and
deliver to them. That is where the majority of the focus is.

CHAIR —What do they look for? Maybe people come from other parts and want to do
the three Rs. Or do they want to do the three Os here—the Opera House, the Ocean and
something else?

Mr Calderwood—The traditional icons which everyone would be looking for tend to be
the aspects of Australia which are best known. Most people would know about the Opera
House, the reef, the rock. They will come and take the opportunity to see those. But the
other aspects of the experience which are not as readily known excite them more often than
not. You can get tremendous value from a good piece of journalism where they bring the
destination to life, where they can get behind the scenes and explore different parts of
Australia—

CHAIR —The outback is the other O.

Mr Calderwood—The outback is certainly part of it. The people are a very important
part of it, and the food, the wine, the lifestyle, the sporting opportunities, the soft adventure,
et cetera. It is putting some meat on the bone of Australia. We are a large land mass and we
are well known for a couple of things, but there is so much more to it. If we can
communicate that story it starts to make people believe there is something here for them, an
experience which they want.

The youth market is an interesting one. We have been able to use selected journalists to
help position Australia as being a very fashionable destination for youth. There is a great
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awareness in Brazil, in particular, about the youth culture of surfing and some of the fashion
brands we have and the lifestyle, et cetera. It becomes very much a case of saying, ‘We have
different segments.’” Through research and discussions with industry we know the type of
experiences they are looking for. It is then a case of trying to match up what they are

looking for with what we can deliver here. That is where the journalists can help us—far

more effectively than in broad-based brand advertising.

Ms Hudson—As a part of the visiting journalists program which we have talked about
today we will also sometimes have particular theme tours. For instance, of the 14 that we
mentioned last year two of those were particular theme tours. In line with Bil's comment
about looking at a particular segment of the market, we might believe there is strong interest
in Australia’s nature based tourism product. One of those tours, for example, may have
focused on the theme of experiencing Australia’s outback or environmental tourism, that type
of thing. Hence that is combining all parts of the marketing mix to make sure that we direct
the public relations at the things we know particular segments of the market are most
interested in.

CHAIR —Are you looking forward to seeing a lot more from tourists from Latin
America? Where is the big growth into Australia going to be in the next little while and
where does Latin America rate in that?

Mr Calderwood—Latin America accounts for 0.7 per cent of the arrivals into Australia,
so it is still a very small market, but we should not assess that market on the basis of
numbers; we should look at it on the basis of yield. It is a very good yielding market for us.
So that is where the focus has to be. We will continue to concentrate our activities on
targeting those high yielding segments. It will, as | mentioned before, over the next five
years be delivering a growth of between 15 and 20 per cent. That is a very good growth,
albeit coming off a small base. So we will get to numbers of 53,000 in quite a few years
time.

But if you compare it with other parts of the world, the fastest emerging market for us
we would obviously be China. We have four key parts of the world we describe as emerging
markets—South America, South Africa, the Middle East and China. If | had to rank South
America alongside those other three they would probably rank equal third best in terms of
the potential for us, but one which can give us a good return on investment if we maintain
our investment at current levels.

Mr O'KEEFE —You made a comment, Bill, about trying to capitalise on the post-
Olympic awareness of Australia. A strategic area that we have put quite a bit of work into in
the last 10 years has been sport tourism and | guess what you would call media, television,
film-making associated work. Are there common interests with South America? Is it a
golfing country, for instance? Mick Doohan is the world champion 500cc rider. Are there
areas of sport apart from soccer emerging in these countries that provide sport potential as
well?

Mr Calderwood—There are probably three sports you can identify very readily in
addition to soccer, which is so dominant. One is surfing, with the youth market. Two is polo,
but it is a very small market. The third is motor racing. There are some synergies in each of
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those areas. The two which have been most successfully linked up in recent times are the
surfing aspect of Australia as a destination and the awareness which the Melbourne Grand
Prix and, prior to that, the Adelaide Grand Prix have created for Australia. That has certainly
worked. Of course, we have the Brazilian soccer team here in November. That always
helps—we will get a number of Brazilians who will come across for that game—»but that is
not a long-term issue for us.

CHAIR —Thank you very much for your attendance here today. If you have been asked
to provide additional material, could you please forward it to the secretary. On behalf of the
committee, | thank you very much for appearing this morning.

Mr Calderwood—Thank you for the opportunity.

FOREIGN AFFAIRS, DEFENCE AND TRADE



Friday, 3 September 1999 JOINTStanding FADT 119

[11.13 a.m.]
MILLNER, Mr lan Peter, President, Australia-Brazil Chamber of Commerce

SHORT, Mr Geoffrey John, Member and Immediate Past Vice-President, Australia-
Brazil Chamber of Commerce

CHAIR —Welcome. The subcommittee prefers that all evidence be given in public but
should you at any stage wish to give any evidence in private you may ask to do so and the
subcommittee will give consideration to your request. Although the subcommittee does not
require you to give evidence on oath, | should advise you that these hearings are legal
proceedings of the parliament and therefore have the same standing as proceedings of the
respective houses.

The subcommittee has a submission from the Australia-Brazil Chamber of Commerce.
That submission is No. 15. | now invite you to make a short opening statement, if you wish,
and to let us know if there are any alterations you want to make to that submission, before
we proceed to questions.

Mr Millner —Thank you, Senator. With regard to the submission, the message the
chamber is trying to get through to this committee is to ensure that the government realises
the importance of the service industry as a player in developing our exports from Australia.
That is one of the key messages, and that is exemplified by the majority of the members in
the chamber being service organisations. There is a need to create a framework with the
government instrumentalities to support the SMEs in two ways: firstly, to try to promote
Australia as a global partner and, secondly, to actually get the message to the SMEs that
there is a market outside.

| will exemplify the rationale behind our submission by pointing to the submission by
Austrade: it is quite detailed and has a lot of really good information but, in most cases,
some of the information would not be something that an SME would ever really be excited
about. Once you understand international trades and you are involved in it, yes, there is a
relevance. But we have to try and find new ways to get the SMEs excited about it. That is
what we are trying to put forward here as ideas. | will let Geoff add to that.

Mr Short —That is probably sufficient by way of introductory comments. We are
prepared to embellish some of the comments that are made in the submission. Perhaps if
there are any questions from the subcommittee we would be better placed to answer those
initially and then come back to some further discussion.

CHAIR —Okay. Mr O’Keefe.

Mr O'KEEFE —I personally like the thrust of what you are saying. In fact, it has been
put to us already this morning, and earlier, that some of the big opportunities may already be
very difficult but that at the SME level it appears there are opportunities. In terms of service
providers, | pick up your definition here of sellers of tangible products versus sellers of
service products. Are you saying that SMEs in the tangible product field do not have that
many opportunities and that it really is a service focus we ought to be putting our attention
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on and looking at how we get SMEs aware of the opportunities—that they are not all banana
republics there, that planes fly there and that it is worth doing business there? Are you
saying focus on service, or do you think there are plenty of opportunities for small
manufacturers and small product makers if the awareness can be built?

Mr Millner —From the point of view of the tangible product SME, | would say it is a
much more difficult sector to be able to establish yourself because you then have to
understand the cost of running a business of that kind in an overseas location. Whilst it is
possible to find niche markets and export—and | would never discourage that and, wherever
possible, would promote it—the difficulty is the investment required and the support
infrastructures that is usually required to be able to provide a tangible product.

On the other hand, on the service side, the product itself is an individual who is going to
provide that service, therefore that is easier to replicate or to move to different locations
throughout Latin America, for example. That is what my company currently does in South
America—we train not only in Brazil but in Bolivia, Peru, wherever we are required, and
that is very easy to move. We have no limitations. We have no manufacturing plant. We
simply move from location to location, based on the requirements. That is why we see
services being much more effective as a beachhead. Furthermore, the risk that exists in
launching services is much lower. That is, if the business does not take off, you do not have
investments in manufacturing plant or you have not actually invested in capital equipment
for increased production here, for example, or overseas. That is why | tend to see services as
being much more effective.

Also, when you get into Latin America it is a big market; therefore small manufacturing
is not necessarily something that they need. Bear in mind that Brazil, in particular, is a fully
industrialised country with manufacturing capabilities. Where we can help is in providing
services to improve their manufacturing capabilities, to assist them in making the transition
from their current manufacturing practices and industrial relation practices and other such
deterrents to increased productivity. That is where we can assist very effectively and provide
that technology change for them to be able to go into doing smaller runs and being more
competitive as well. So | see that as more beneficial than the tangible side.

Where we can help is actually providing services to improve their manufacturing
capabilities, to assist them in making the transition from their current manufacturing
practices and industrial relation practices and other such deterrents, to improve and increase
productivity. That is where we can assist very, very effectively and provide that technology
change for them to be able to go into doing smaller runs and being more competitive as
well. So | see that as more beneficial than actually the tangible side.

Mr Short —If | could just add to those comments, Mr O’Keefe, | think the whole
premise of the submission is based on a couple of truisms, | suppose. The future for
Australia depends very much on exporting. Australia’s future export earnings | think depend
very much on services—and in these comments there is not an either/or situation. We are not
saying, clearly, that we stop supporting and promoting our resources and agricultural
products and our small or large manufacturing capabilities. But the really untapped potential
is in services, and that is where Australia has developed quite a reputation globally for being
the clever country, and governments of all flavours have tried to promote that concept.
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Undoubtedly Australia has great intellectual resources. One of the comments we make in the
submission is that clearly that is an infinite resource, our intellectual resource. It seems to us
that the greatest gains to be made in the future are by really promoting and supporting the
export of services from Australia.

The next truism, if you like, is that in many regards those services are provided mostly
by SMEs. Working through the logic of that, it seems to us that there is potentially a more
immediate and direct return to the Australian economy by having those SMEs become
increasingly involved in exporting their services. They are many, they are spread fairly
uniformly throughout the country state by state and, to the extent that each of those becomes
involved in exporting, then there is, we say, a more direct return to the Australian economy.

Our observations, | suppose, over the last series of years—and bear in mind this is
primarily from the perspective of a bilateral chamber, the Australia-Brazil Chamber of
Commerce—are that the promotion efforts have tended to be at the other end of the scale.
They have tended to be in respect of resources, infrastructure, some of the major production
facilities and some of the major companies in Australia. That we applaud, and we think that
in many ways one might say that was a logical starting point for really promoting Australia’s
trade—and we would encourage that to continue, undoubtedly. But we think the time has
come for there to be a refocus and a considerably increased effort into identifying Australia’s
services industries, identifying the opportunities for those in markets such as Brazil, and
promoting those, really trying to match the demand in Brazil with the supply in Australia.

Your earlier point or question, | think, can also be answered by saying that there are
undoubtedly extraordinary opportunities for manufacturers in Australia as well, and some of
our members of our chamber are manufacturers. A few months ago we, as a chamber,
promoted a seminar which we ran in Sydney and in Melbourne. It was asking a rhetorical
guestion, ‘Brazil: business as usual?’ We had a number of people contribute to that seminar.
Both were very successful and were well attended in both cities, and in Melbourne we were
honoured by the presence of the Brazilian ambassador based in Canberra. After the seminar
we toured a number of institutions and manufacturers in the northern Melbourne region. One
of those is a manufacturer of electric motors and is highly successful in Australia, but a
company which has really, | guess, reached the ceiling in terms of the potential market for
its products in Australia and logically is, therefore, looking for potential markets overseas.

In the short, half-hour conversation we had with them, it was apparent that Brazil,
because of its tremendous population, its increasing consumerism and its increasing
industrialisation, has a demand in many fields for this single product that this company
produces. That is the sort of opportunity that | think can be uncovered with relatively little
effort. | think it would be very profitable for that company to engage in the Brazilian market.

The point that | think Mr Millner alluded to briefly was that those manufacturers will
always confront a number of barriers to their exporting trade. One of them cannot be
changed, and that is just the tyranny of distance. If we are talking about shipping product
from Australia to an overseas destination that is halfway around the world, there are inherent
costs in that. The other is the actual tariff and non-tariff trade barriers that those export
destinations might put up. Services, on the other hand, do not confront those tangible
barriers. They are much more able to be delivered without those sorts of impediments.
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Mr O’KEEFE —I understand the logic, too, is that if you can get those kinds of people
in there from the SME level who are thinkers, describers, communicators and activators in
one way or another, they will generate their own cross-flows. There was a discussion before
you arrived this morning on the fact that traditionally our beachhead has been the companies
experienced in global operations and exporting operations. Our SME sector is still learning
how to do it. But having learned how to do it in Asia and having learned how to do it in
some of the places where the perception was that there was not much trade to be done, the
experience should be equally as productive in the South Americas. You are saying the same
thing.

Mr Millner —From the chamber’s perspective, in actual fact, doing business in Brazil is
relatively simple now. | say ‘relatively’ because there is a predominance of the same cultural
background for both Brazil and Australia. It is predominantly European based. It facilitates
that entry point. There are some challenges. | personally have not come across any
impediments to trade. | have heard stories, but | have never personally had to actually do
anything that is outside the normal course of business to establish a business and run it.

It is an easy place to do business. The enthusiasm of the Brazilians is also very high.
Also, the acceptance of Australians is extremely high, and that is something we cannot get
away from. When you say you are an Australian company, it is actually an advantage
because you are not seen as being involved in any sort of trade-type activities around the
world which are oppressive. Obviously, the bigger the economy is, the higher the potential of
having a bad story about you. Australia is either not known at all or, if known, it is well
regarded. It is actually easy to do business. When it is known, it is known for the level of
expertise. When it is not known, it can be demonstrated that we actually have a very high
level of expertise and that we are incredibly successful.

When you go to Brazil and you start to make them realise that we are a country of 18
million people and have a GDP which is very significant, then suddenly for them it is, ‘Hang
on, how have you achieved this? How can a country of that size achieve what you've done,
given that Brazil is a country of equal size, equal resources'—in actual fact, probably more
resources. You do not worry about water in the majority of Brazil because water is always
there whereas here water is a problem. In essence, they have got even greater access to
resources, yet they have not been able to capitalise. So they have suddenly realised, ‘Hang
on, we really should start looking at what the Australians have done.’

Also, in Australia the bureaucratic side is wonderful. It has created a certain framework
for business to develop right from training through to all the legal infrastructure
requirements. In Brazil, while some of the bureaucracy is there, in certain areas such as
training and standardisation it does not exist. Therefore, again we are seen as being very
much leaders because we participate in the global village from the point of view of having
input to international standards organisations. There is real potential.

The biggest problem is that no organisation, neither the chamber nor Austrade nor the
Department of Foreign Affairs and Trade nor anyone else can recognise the opportunities
that the individual SME can actually recognise. That is why it is imperative that we get the
SMEs excited to go there, visit, look and understand.
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Mr Short and | travelled to Brazil two years ago. It was my third trip and Mr Short’s
first trip. At the completion of that trip we both came to the same conclusion—the
opportunities were there. What you have to do now is put blinkers on to make sure that you
do not get caught up in following every single opportunity but rather focus on the one that
you are aiming at. That is actually a difficulty in itself because people who run SMEs get
excited by an opportunity. If you can turn a quick buck then it sounds like a good idea. The
reality is that you have to be focused. There is a discipline required. The only people who
can actually realise the opportunities or discover that they are there are the SME people
themselves, the individuals.

Mr HOLLIS —Tell us about the challenges. You hinted that there might be a challenge
that you have not actually had to approach but you have heard about?

Mr Millner —If you are talking about tangible goods, getting through customs can be a
challenge at times. | have no personal experience of it so | cannot speak from personal
experience, but that can require assisting or facilitating the movement of goods and services.
| cannot give you an example because | have never actually lived through that.

Mr HOLLIS —What about the transport links between the countries? | think shipping is
a monthly service.

Mr Millner —lt is.

Mr Short —There are a number of lines that are participating in the route. It is a typical
chicken and egg situation: if there were the volume of trade then the services would match it
but the problem there will not be the volume of trade until the carrying capacity is there.
Indeed, that is the same dilemma that the airlines have had to deal with. The development of
the direct link by Qantas into Buenos Aires and then in future the connection into Sao Paulo
or Rio is a fantastic fillip to not only tourism but what necessarily inevitably follows from
tourism, which is trade.

Mr HOLLIS —You are critical in your submission about some aspects of Austrade,
especially the cost recovery aspect. Do you want to elaborate on that?

Mr Short —It flows from the premise that as a chamber we see the future as being with
SMEs. It also flows from the comment Mr Millner made that one of the challenges is to find
a mechanism for really identifying the opportunities and reporting those back to Australian
SMEs so that they become excited and prepared to commit resources to go and look at these
types of markets and investigate them themselves. But the user pays or cost recovery
constraint that Austrade works under at the moment really is a significant brake on the
enthusiasm of SMEs to investigate those markets. The point we made was once again
relatively self-evident, that the larger companies that engage Austrade’s services are well
able to afford those costs. However, the smaller SMEs are not so able to afford those costs
and yet it is right at that initial exposure stage that things need to be made easy for
Australian SMEs to investigate the next step and to commit some resources.

A simple and quite small example, but one that affected me personally, concerned my
initial foray into Brazil. | am the managing director of a trade consultancy and my initial
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foray was intended to establish contact with 12 industry organisations in Brazil, but | was
confronted with the language barrier—I did not speak Portuguese.

| had identified the 12 organisations in Sao Paulo and my request to Austrade was to
make the initial contact, from the Sao Paulo office, to those 12 organisations and to identify
an English speaking person within each of those who | could then develop a rapport with. It
was not to set up meetings or to develop a schedule of meetings, it was just to get the name
of somebody who could speak to me in English. Austrade said the cost to my organisation
for Austrade to do that would have been $50 per approach, an up-front cost of $600.

One might say that is a relatively small amount and that if you are serious about
exporting then you have to be prepared to meet some costs. Indeed, we were, but from a
government entity, from a government trade promotional arm, we considered that was an
unhelpful approach. Ultimately it dissuaded me from engaging Austrade to do that, which in
a way was a pity. Nevertheless, | was able to make the same approaches through the
Chamber of Commerce, which was happy to do it free of charge.

Mr HOLLIS —I am just trying to contrast what Austrade does with what another
country would do, say, Canada or New Zealand. Do they run a similar sort of thing as
Austrade? Are the restrictions there the same? Through your contacts and discussions, do
you know of any other countries that do that?

Mr Short —I am afraid | do not, but it is an interesting question and it might be one that
we, as a chamber, might make some inquiries about. But | do not have any first-hand
knowledge of that.

Mr HOLLIS —If you did make an inquiry, we would be interested in the result, and we
might even make a few inquiries ourselves. But if you, from a chamber perspective, make
some inquiries or get some feedback, we would be interested in that. There may be a
Canadian chamber or a New Zealand chamber. We would be interested in any results that
you got there.

Mr Short —Yes, we would be happy to do that. Some of the comments that are made in
the Austrade submission to the inquiry are very well made. There is a quite indicative and
revealing table at the end of it about the resources that are currently in Brazil and Latin
America compared with the resources of some of our competitors such as Canada and the
United States. In many ways we are, as a country, unrepresented there. | hope that will
change because the market has tremendous potential.

Mr HOLLIS —Our first witness this morning made the point that when the Malaysian
Prime Minister went there he went with something like 200 business people, and when the
Canadians went there they had 300 or 400 people. The Canadians seem to travel with that
many business people. The point he was making was that the impact that made on the
respective countries, and the message that was sent, contrasted with the Australian approach.
Although the Deputy Prime Minister has been there he made the point that the Prime
Minister had not been there and we had not had a big trade delegation there for some time,
if ever.
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Mr Short —That is a very valid point, and it can never be underestimated. There are a
couple of examples. | think there is a real contrast between the way South America has been
promoted compared to the way Asia was promoted as an export destination. When the
government was promoting Asia, it was very much a case of the government going into the
region and, if you like, planting the flag and encouraging Australian businesses to go there,
and there was a tremendous amount of ministerial activity in Asia to raise the awareness of
Australians about Asia. But, equally, as you rightly point out, it raises the awareness in the
target export destination of Australia once the ministers and the Prime Minister go there.

That should be contrasted with South America, where | think it has tended to be more a
matter of Australian companies going there and doing things on their own account, scoping
the lay of the land by themselves, and then reaching back to the Australian government by
saying, ‘Please come and support us over here.” One small anecdote exemplifies that. | am
on a number of bilateral chambers of commerce, including AmCham, the American Chamber
of Commerce, and | sit on its international trade committee. At a dinner featuring a former
Prime Minister, one of the members at my table was saying that he had been trying to do
some business in an Asian country for four or five years to secure some contracts, and they
had been doggedly pursuing work prospects over there but with very little reward.

When the then Prime Minister went to that country and was very warmly greeted by the
head of state of that country, with full ceremonial honours, and was warmly embraced in a
televised meeting, the attitude of the people whom this person had been dealing with in that
country changed immediately. It was a very intangible event, in the sense that it was not
directly related to this company’s efforts or its merits, but as soon as the potential Asian
partner saw how our Prime Minister was warmly greeted, it changed their demeanour
entirely and a deal was consummated within a matter of weeks after that. So it is very true
that the presence of ministers, and the Prime Minister in particular, in these sorts of
jurisdictions would do tremendous good for the cause.

Mr Millner —In actual fact, in 1991, there was a trade mission headed by the Hon. Alan
Griffiths, which was very successful from the point of view of opening doors which you
normally just do not have opened. | have just come back from a trade mission to Israel with
Senator Alston and, again, the reception was such that it facilitated the initial contact with
organisations you normally would not be able to have access to, and that is imperative.

In South America, in Latin America, it has to be stepped up, because of the size of the
market. Whilst we are competing, we are competing against North America. There is an
underlying principle in that everyone says, ‘Really, South America just belongs to North
America.’ It is something that people feel. If you talk to people in Australia, especially other
SMEs that are not dealing with South America, they say, ‘Obviously, the States would be
taking care of that market.” In actual fact, they are not necessarily taking care of that market,
because it is a niche they are not even aware of, and that is the issue. To go there and open
those doors, it is vital to have someone from government leading a trade mission and
providing that support.

CHAIR —It has happened in the last year or two. A bit more than a year ago | led the
PEC delegation to Santiago, and that had representatives of all the top Australian businesses,
plus SMEs as well. So | think it has been ongoing. What are the chambers of commerce

FOREIGN AFFAIRS, DEFENCE AND TRADE



FADT 126 JOINT—Standing Friday, 3 September 1999

doing in order to do some of these things themselves? For example, we have not got
Austrade people everywhere.

| have just come back from southern Africa, for example, and there are not heaps of
people there because we have not got a lot of trade there. It is increasing, in a way which is
similar to what is occurring with respect to trade with Latin America. But, really, it is only a
matter of opening doors. We are talking about sending ministers or the Prime Minister to
open the doors. That is just a one-off which gets a bit of publicity. But it really is the troops
on the ground that do it. Are our chambers of commerce doing enough? | would like to think
we could do a little bit more, actually, as chambers of commerce. Austrade could do more;
everyone could do more. It is a big world out there. We have to take account of our limited
resources and our responsibility to the taxpayers. | just wonder how much more we can do
as chambers of commerce. And that is not pointing the finger at the Australia-Brazil
Chamber of Commerce; it is pointing the finger at all chambers of commerce.

Mr Miliner —For chambers of commerce to become more active, one of the issues is to
try to portray an image of the importance. The reason | say that is because, if you are a
member of a chamber of commerce, for example, in Brazil, being a member of the Brazil-
Australia Chamber of Commerce is actually quite a prestigious position. Obviously, if you
are a member of the management committee, it is also very well regarded.

For example, being the President of the Australia-Brazil Chamber of Commerce, when |
go there, | am very well received. The opposite does not happen. In Australia, we tend to be
much more blase about it: ‘So you'’re in the chamber of commerce, so you're the president;
well, good on you, it's great, have a pat on the back, keep on going.” The problem that the
chamber has is in raising sufficient revenue through its membership drive, because we have
membership fees which are relatively low in comparison to Brazil. Here, the chamber
charges about $150 a year for membership. In Brazil, it is 50 reals a month, so it is
significantly higher. Therefore, they have more resources and are much more active, so any
inquiries which arrive at their doorstep can be handled. Somehow, in conjunction with
Austrade, we need to develop a way of encouraging people to join chambers of commerce to
create that level of importance. Until we do that, it is always going to be a struggle.

As a chamber of commerce, we are currently working closer and closer with our sister
chamber in Brazil. We are trying to improve the flows of communication. | have to admit
that the infamous Internet has assisted that because there is a lot of two-way communication
taking place now. We are trying to incorporate the newsletters to make them into one
newsletter so that we are going to a larger audience. At the same time we are trying to
encourage both government and private organisations to sponsor speakers to come out here—
and vice versa—and ultimately mount a trade mission. That is what we are doing as a
chamber, and that is why we need the support of organisations such as Austrade and other
organisations, because of the revenue required to mount a successful trade mission.

CHAIR —Do they come out here—your counterpart in Brazil?
Mr Millner —Yes. In actual fact, the last person was here a month ago.

Mr Short —A month ago.
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CHAIR —What do they do when they come here?

Mr Miliner —This was his initial visit and we organised an itinerary for him to meet
people from Austrade and the Business Council. It was predominantly a visit to Sydney this
time—it was a first visit. On previous occasions we have had visits by the president. The
president has been involved in tourism—a roadshow that has been conducted in the last two
years from Brazil to Australia.

CHAIR —Do they get an invitation to meet the Joint Foreign Affairs, Defence and Trade
Committee—the trade subcommittee?

Mr Millner —No.

Mr Short—No, | do not believe so.
CHAIR —The Minister for Trade?
Mr Short —I do not believe so.

CHAIR —What | am trying to develop is the fact that trade does not happen because of
one visit by a Prime Minister or half a dozen Austrade people. They have got to identify
markets, obviously, and try to get them back through the system here. In the last couple of
years, in my position as Parliamentary Secretary to the Minister for Trade, | did 30 trade
roundtables around Australia, to try to get more awareness amongst people in Australia about
what the markets were like out there, if they wanted to get out to them.

They were all SMEs and there were about 1,500 people, | think, who were contacted—
potential and existing small exporters. But everyone is playing a part. | am trying to
elaborate the argument, if you like, to say, ‘How can we do more as members of this
committee? How can you do more as a chamber of commerce? How can the business
councils do more and does the overlapping Australia-Latin American Business Council take
away from you or does it add to you?’

Mr Millner —The Australia-Latin American Business Council act very much
cooperatively. They have got a seminar happening in November. We will have a seminar in
March so as not to be targeting the same audience because the difficulty with Latin America
tends to be that we address the same audience in this particular point of time.

Mr O’KEEFE —I can sense a little bit of the frustration that you are expressing in this.
From our point of view, this is an emerging field for Australia. We call ourselves a great
exporting nation because 80 per cent of our agriculture and mining is exported. For 100
years, that has been all. The vast majority of Australian businesses virtually had no export
experience whatsoever until the last decade. Our major focus went originally to Europe, then
it went to Asia. Now the South Americas are suddenly appearing on the map from this
national policy perspective.

CHAIR —In 1996 we said: Asia, but not only Asia.
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Mr O'KEEFE —Yes, so it is very recent. Your message that the real opportunities are in
the SME area is a very timely one. You are signalling that services in particular are well
regarded and easier to do to form the beachhead. You have now put another perspective on
that and that is that, in the culture of countries such as Brazil, the chambers of commerce,
for instance, hold quite a lot of standing, whereas we have had an experience with our small
businesses that they find it impossible to work together. They see each other as competitors;
they do not share information. You cannot even get them together in a local chamber of
commerce in a town to cooperate. You are saying that they need to understand that overseas
these organisations are seen as very significant. Through this work, maybe that will be one
of the things that we need to get Austrade to help us with. The roundtable work that the
chairman is doing is part of it.

| guess what | am trying to say is, ‘Do not be too frustrated.” From the point of view of
national politicians, we get frustrated at the fact that the currency devaluates by 20 per cent
and two years later people are still wondering whether we should take a business activity to
trade off the back of that. Is it really going to stay that way? No, let us wait another five
years and then see if it was a real opportunity. Australia is becoming more dynamic, so |
think the views that you are putting will help that dynamism quite a bit.

| have got a small manufacturer with only 60 employees in my electorate who have just
surprised themselves at their capacity to go overseas when the textile industry collapsed in
Australia. They sell into the top value-add end and the margin is so good that it even pays
for just-in-time airfreight delivery. | am quite sure they would never have even thought of
the high income end of South America, yet it can be a high yield market. | will suggest that
they have a look.

Mr Short —That is absolutely right and | think that is another point that is very well
made in the Austrade submission. One of the greatest difficulties for us all is mutual
ignorance: they do not appreciate us sufficiently as a supplier and we do not appreciate them
sufficiently as a source of demand. That is where our collective efforts should be directed
and, as a chamber, we would be absolutely delighted if we can foster a deeper relationship
with your subcommittee and with Austrade, because it gives us all the capacity to accelerate
the pace at which these things are happening.

To come back to the chairman’s question about the chamber, it has to be remembered
that the board of the chamber works on an entirely voluntary basis. We do not have any staff
effectively and, coming largely from SMEs, people are giving up the time dedicated to their
business to attend to the affairs of the chamber so there are necessarily finite resources we
can draw on. The real goal of the chamber, | suppose, is to provide a vehicle for people who
do have an interest in bilateral trade between the two countries to share those experiences so
they can do more easily what they want to do, they can avoid some of the mistakes of those
who have gone before them and they can get the contacts at a well qualified level. It has
been doing that through a number of ways. | have mentioned that we have run some
seminars. We ran two seminars in 1997. We ran two seminars again this year all of which
have been very well attended but we need, as a chamber, to continue to do that on a regular
and a more frequent basis than we have in the past. We would be delighted to have some
support from the government agencies such as DFAT and Austrade in promoting and
supporting those by way of speakers, financially if possible, and topics that can be discussed.
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We want to engage in an ongoing relationship with your committee as well. | think it would
be very helpful to the cause.

CHAIR —Can | just make the point there that chambers of commerce, and not yours
necessarily, are very hard to get membership lists from. | know because it was my area of
responsibility. Quite often | had trouble from some chambers even getting a membership list.
| wanted to put them completely in the loop to send all trade material plus a newsletter to.
Do you freely give your membership list to the minister for trade or to Austrade and say,
‘Look, these are our members. Please give us any information pertaining to Brazil’?

Mr Short —Absolutely. We, like you, have been surprised at how some other chambers
seem to have some sort of proprietary interest in the list of members. The Australia-Brazil
Chamber of Commerce on the contrary is delighted to broadcast the names of those members
because it is in the interests of the members to do that. In fact, we had a debate—we now
have a web site for the chamber—originally about whether access to the web site should be
password coded just for the members so that the public would not be able to get access to it.
On one view it would be an additional benefit to membership that you would have access to
the web site and the information on it. Ultimately we resolved that was self-defeating
because what we all want is to promote the services and products of the individual members.
We decided to make it publicly available and if a non-member chose to contact one of our
members because they have accessed the web site that is cause for celebration. We would be
delighted to share the list of members and their contact details with the committee.

Mr O’KEEFE —One opportunity that seems to be coming out of our discussions today
and earlier is the Olympic Games and the post Olympic-pre Olympic period. For a chamber
of commerce is there potential, for instance, to encourage people to come a month earlier
and give them home stays or accommodate them with members or vice versa? | am trying to
think of some way that we can make more business opportunity out of this huge tourism
event.

Mr Millner —One of the members of our chamber is the Brazilian National Olympic
Committee. We have been obviously trying to encourage or maintain a dialogue. It can be
guite a challenge in itself because they are obviously very busy getting themselves organised.
The other thing though is that the president of the Brazil-Australia chamber is actually in
tourism so he has obviously been pushing as many people as possible to come and visit
Australia. The idea of having home stays is something we can definitely look at promoting.
We were trying to make sure that we have ties with both the national Olympic committee
and the sister chamber to try and promote people to come out here and discover what is
going to take place.

The problem we have is actually going beyond the immediate membership, because there
is a cost. When we did the seminars at the beginning of this year we put an ad in the
Financial Review That was $1,700. For a chamber that is a big chunk of money. The returns
were great, but the problem if we are to go into tourism is that the market becomes larger
and larger. Whilst | think it is a good idea, how to execute it is the only thing | would have
difficulties with.
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When you ask what chambers can do, on the other hand, one of the things we have
looked at—and, as Mr Short said, we are all volunteering our time—is creating a document
that can be handed out to people who want to go and do business in Brazil. It would be: tick
these boxes before you leave the shores of Australia; if you have not ticked all these boxes,
do not leave. The reason we have talked about that is because we have had people from
Brazil turn up here with catalogues and bags and all sorts of wonderful goodies, but totally
and completely unprepared. What we have done is sat them down, structured and put some
sort of formality into their presentation and then sent them away to talk to organisations.
One lady was successful.

| should mention that we support trade, completely and entirely, both ways—it does not
matter which way, we will promote it. Our interest is to get trade because the way we look
at it is that as long as trade is taking place there is a greater opportunity that we will get
more trade out of it. So that is something we would like to do and it is something that we
could probably do in conjunction with Austrade, the Department of Foreign Affairs and
Trade and you, and we would make it generic to ensure that people cover all these areas
before they leave the shores.

The other thing is to try and simplify how you approach government or government
instrumentalities. The reason | am saying that is because you have Austrade and the
Department of Foreign Affairs and Trade and, in essence, sometimes you feel as though
there is competition there. It could be totally a perceptional issue but there seems to be
competition. Whether Austrade should be a more encompassing body | do not know—I am
talking simply off the top of my head.

Mr HOLLIS —You make the point in your submission that Austrade and Foreign Affairs
should be separate entities.

Mr Millner —The reason is that in this submission we are talking about moving
Austrade out of this cost recovery model and saying, ‘Let’s make it a promotional agency.’
It is the Australian Tourist Commission, except it is the Australian Trade Commission when
it is out there going to every single function that they can possibly get to in Brazil saying,
‘Before you make the next decision about who you want to partner in this global village,
remember Australia is there.” That is what we are saying, not try and identify the
opportunity, because it is very hard for any one individual to identify the opportunities that |
or Mr Short or anyone else in this room will identify when we actually are there.

The idea is to at least get the Brazilians to realise—and people from any other country,
by the way—that before they make a decision, they should at least contact this Austrade
organisation that will, if nothing else, pass the information back through the bilateral
chambers, or by any other means, to Australian SMEs or any other organisation. | am not
restricting it to SMEs. We focus on SMEs because we feel that SMEs are such a large part
of the Australian economy that we have to get that message across to them, but it could be
any organisation that could be involved in trade. So we see Austrade moved out completely
from that environment.

Also, from the experiences we have had in Brazil, we see Austrade and the Department
of Foreign Affairs and Trade as having become one in the sense that you have a consul-
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general and the trade commissioner being one and the same person. That is a very difficult
role. On one side you are a diplomat, and in Brazil a consul is someone of great importance.
In Australia there is the tall poppy syndrome and we say everyone is equal so it does not
really matter. But over there it is very important—if you are a consul-general you must have
a particular standing in the community. There is even an expectation of how you behave, and
not just you but anyone related to you. As a trade commissioner it is different—we are now
talking about business. Business is a bit more hard nosed, more to do with reality: let us get
down to the facts and the truths. Therefore, you cannot actually combine the two because, in
a sense, on one side you are potentially insulting people when you are really looking at trade
and on the other side you are not doing the right job because you are not being hard-nosed
enough about business. That was the idea behind that.

| should mention that | was born in Chile and | lived for 12 years there in an
environment where there are very distinct positions and where your title is very important. It
is something that is very significant in Latin America in general. If you meet Latin
Americans, anyone who is well-to-do is either an engineer or a solicitor and then they hold
positions, and you do not get an electrician who holds a position. Whereas here in Australia
it does not matter what your background is, if you are capable of doing the job you can get
the job and make a go of it. That is why you have to separate it to an extent, to work into
the cultural requirements of the country.

Mr HOLLIS —There is one thing | want to throw in, as a bit of a devil's advocate type
of argument, and Mr O’Keefe has also mentioned it. What you are saying to us today has
been said to me and all members of parliament about many parts of the world. For many
years | have had an interest in South Africa and | chaired a committee looking at trade
possibilities with South Africa a couple of years ago. Always we were being told that
Australia is too thin on the ground, and we are not doing this and not doing that. Last year |
was in Estonia and various other places and people were putting that to me. | remember
someone from the mission in Stockholm was there with me and they said, ‘Look at all this
potential. We're losing business.” While | was there they signed some vegetable oil import
deal and they said, ‘If we had only had people on the ground here—look at the potential that
we are losing.” | accept all that. But Australia is a country of 18 million people. Can we
expect to be effective in all parts of the world or should we just select niches? That is, in
effect, what we have done with Asia—we have gone in there and, as you said, waved the
flag and developed it, more and more people are learning Asian languages, and business
people now are more adapt at dealing with the Asian culture.

Are we whistling in the wind in respect of South America—and, again, | hasten to say |
am being a devil's advocate—or is it worth all the effort we are putting in? | would not
expect you to say, ‘Yes, we are whistling in the wind.’ It is a bit of a rhetorical question.
But it is an issue that we have to face all the time because when we go to various parts of
the world or talk with the embassy people here in Canberra or overseas or with our business
people, this is the one thing that is always put to us. If, say, you talk to a business person
doing trade in Scandinavia, they will keep saying that they lost opportunities of trade with
Finland or Sweden because we have not got those people on the ground. Having said that,
we had a seminar last week where we had Professor Helen Hughes before us and she told us
that we were just wasting our time and the bureaucrats’ time, that what we should be doing
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is closing down embassies, getting all the bureaucrats out, because they have absolutely no
money for Australia, and leaving it entirely to the private sector.

Mr Miliner —I would strongly disagree with that view, by the way.
Mr O'KEEFE —That was more to do with the impoverished countries that are in debt.

Mr Millner —In answer to your question about whistling in the wind, it is sometimes not
a bad idea to whistle in the wind because someone might hear you. It is a really good way
of describing it because, yes, you and | can whistle and, ultimately, someone will hear.

The issue is—you are right—we are thin on the ground. | totally agree: it is impossible
to actually go to every country and have Austrade and trade missions in every single
country. It is not logical. But you can have a trade mission with a good core of people that
then tour the countries and get away from this cost recovery issue. | can understand that, if
you have got a cost recovery model, what you have got to do is focus on demonstrating that
you are actually recovering the costs of doing the business. Unfortunately, | think that that
then automatically stifles the ability of promoting the country. | realise private enterprise has
to do that. That is what | do every day. If we do not recover the costs, very simply, we are
out of business.

From my point of view we have to do a bit of whistling in the wind, and we have to
continuously be doing it and move around from country to country promoting and making
sure that people are aware that we exist because in one of those rounds people will start to
realise Australia is a serious player in the international market. You cannot be in Stockholm
and at the same time be in Brussels and in every other part of the world. The visits might
vary from country to country. | would say it is quite logical to have a mission in Brazil or
Argentina and some presence in Chile because they are becoming significant players. But
then you have Peru and Bolivia which require at least visits on a regular basis to try and
ensure that people are aware that we actually do exist and what we provide.

Mr HOLLIS —We have actually recently announced that we are re-opening Peru as a
trade commission. We closed it down some years ago. It was only in the last couple of
weeks that the minister announced re-opening three missions somewhere. | think Lima was
goi