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Submission to the Joint Standing Committee on Trade and Investment
Growth Inquiry into Supporting Australia’s Exports and Attracting
Investment

The Export Council of Australia (ECA) welcomes the opportunity to make a submission to the
Joint Standing Committee on Trade and Investment Growth’s Inquiry into the Supporting
Australia’s Exports and Attracting Investment.

The ECA has been providing Australian businesses with the skills and capabilities needed to
succeed internationally for over 60 years. We also do advocacy, research and events. The
objective of our advocacy is to make it simpler and less expensive for Australian businesses
to do expand internationally.

To pursue this aim we make submissions to relevant Parliamentary Inquiries. Our
recommendations and submissions can be found at https://www.export.org.au/trade-
policy/trade-policy-recommendations.

We also collaborate with a number of government agencies—Commonwealth, state and
territory—to advocate for our members and support SMEs. We sit on several Australian
Government consultative committees and working groups, including the National Committee
for Trade Facilitation.

Summary

Australia’s exports are too small and too concentrated. We are well under the OECD average
for export intensity. What we do export comes from a small number of businesses selling a
small number of commodities, and those sales are disproportionately to one market. Too few
Australian SMEs export. This needs to change.

The Australian Government must put growing Australia’s international trade at the heart of its
business agenda. This should involve coordinating all the levers at its disposal—policy,
service delivery and regulation—and ensure all are directed towards the same objectives.

It is vital that trade is viewed through the prism of the entire business journey: from giving
businesses confidence to think internationally, to helping them have the capabilities to act
internationally, to helping them find the right buyers in overseas markets, to ensuring that
when they make a sale they face as few barriers as possible.

The ECA recommends the the Australian Government:

1. seta policy of diversifying Australia’s trade (the destinations, industries and the
businesses) and develop an overarching strategy to achieve this diversification

2. give the trade minister a clear mandate to coordinate and oversee trade-related
activities across government

3. adequately resource trade-related agencies and the Export Market Development
Grant

4. conduct a major review of export regulation to re-evaluate what is regulated, why it is
regulated and how it regulated.
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Australia’s exports are too small and too concentrated

It is well established in research that exporters are more innovative, grow faster, employ
more people and pay their employees more. It is clear that getting business into export
should be a major government priority.

But when we look at our international trade statistics, there is a clear policy failure.

Australia likes to think it punches above its weight internationally, but the reality is far
different. Of the 43 economies for which the OECD provides 2017 export intensity statistics
(exports divided by GDP), Australia ranks 38th. Australia exports 21.7% of its GDP, compared
to a weighted average across the 43 countries of 29.4%. (This average is distorted by the
world’s largest economy, the United States, which only exports 12.1% of its GDP.)t

Australia’s ranking would be much lower but for its resources industry, which accounts for
just under one third of Australia’s total exports.2

Not only are Australia’s exports concentrated by industry, they are also highly concentrated to
a small number of businesses and one major market.

In 2017-18, just 296—or 0.56% of all exporters—accounted for 84.56% of all goods exports
by value.3

Australian SMEs are underrepresented in international trade. SMEs account for around one
quarter of export value from G7 countries, for the EU it is 35%. These statistics aren’t
published for Australia, but for goods exports statistics indicate a maximum of 14%— the
actual number is likely to be substantially less.4

The destinations for Australia’s exports are also highly concentrated. In 2017-18, Greater
China (China plus Hong Kong) accounted for over 34% of Australia’s total exports by value—
more than the next five destinations combined.

These are real risks to Australia’s future prosperity. They must be addressed strategically to
ensure risks are avoided and opportunities maximised. To do this properly, the government
needs an overarching strategy for Australia’s international trade.

1 OECD (2019), Trade in goods and services (indicator). doi: 10.1787/0fe445d9-en, available at
https://data.oecd.org/trade/trade-in-goods-and-services.htm (accessed 17 September 2019)

2 Australian Bureau of Statistics (2019), 5368.0 International Trade in Goods and Services, Australia,
Tables 2 and 123,
https://www.abs.gov.au/AUSSTATS/abs@.nsf/Lookup/5368.0Main+Features1Jul%202019?0penDoc
ument (accessed 17 September 2019)

3 ABS (2019), 5368.0.55.006 Characteristics of Australian Exporters, 2017-18, Table 1,
https://www.abs.gov.au/AUSSTATS/abs@.nsf/DetailsPage/5368.0.55.006201 7-187?0penDocument
(accessed 17 September 2019)

4 Export Council of Australia, 2018 Trade Policy Recommendations, page 5. See
https://www.export.org.au/publications/trade-policy-recommendations-5-0-2018 (accessed 26
September 2019)
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Australian Government policy needs to get focus on diversifying Australia’s
exports
We commend the Coalition’s election commitment to get 10,000 more businesses into

export. This was a strong commitment, and we look forward to seeing detailed policies on
how the government will achieve it.

The ECA recommends an overarching strategy should be developed to not only help achieve
this election commitment, but also diversify trade—mitigating against the risks mentioned
above. The strategy would:

e take a wholistic view of Australia’s trade, breaking down bureaucratic silos and putting
in place processes to ensure the costs of domestic policies to Australia’s international
competitiveness are considered in the policymaking process

e take a thorough look at export regulations, to ensure both the regulations and the
processes surrounding them place the minimal possible impact on businesses

e reviewing industry support to ensure it is sufficient to impact on Australian businesses.

While it is important to put in place a strategy to diversify trade, it is essential that this is not
done at the expense of export markets, companies and sectors where Australia is already
strong. The focus must be on growing the weaker areas rather than limiting stronger ones.

This submission will address the three areas highlighted above: policy, regulation and
support.

Strengthening trade policy-making

Overarching trade policy settings

Trade cuts across multiple portfolios. The Foreign Affairs and Trade Portfolio is responsible
for international engagement: market access and trade promotion. Home Affairs is
responsible for customs and trade facilitation, as well as immigration and security policies
that have implications for trade. Agriculture regulates exports, and internationally agrees
technical requirements for market access. Industry is responsible for industry and market
development, mineral and energy resources, and business advice. Just about every other
portfolio will have some responsibility for aspects of international trade.

Exporters, who generally don’t understand or care about the different portfolios, get
frustrated by their disjointed, inefficient dealings with the Australian Government.

Regulators set rules and processes for exporters, largely without reference to the other rules
and processes with which exporters must comply.

The government lauds the wins from a free trade agreement for particular sectors, but there
may be little in-market to help businesses in some of those sectors find buyers, and no
domestic business advisory services to help relevant businesses internationalise.

Policy decisions that have major consequences for Australia’s international
competitiveness—whether businesses’ ability to recruit staff to help them offer world-class
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products or services, or security policies that make it less attractive to buy from Australian
businesses—are made seemingly without reference to those consequences.

To address these problems, the role of the Trade Minister, and the trade function in DFAT,
must be strengthened.

In a world where strategic policy and trade are becoming increasingly intertwined, the Trade
Minister should be a member of the National Security Committee of Cabinet. To address the
silos, duplications and inefficiencies between portfolios, the Trade Minister (and at the
bureaucratic level, DFAT) should be given a mandate to coordinate and oversee all trade-
related activities across government.

DFAT’s focus

For many years the government’s focus for trade policy has been free trade agreements.
With a large proportion of Australia’s major trading partners covered by free trade agreement
(FTA) network, there has been a growing understanding by government that signing a FTAs
should only be the start of the process.

As a consequence, over the last few years, there has been much effort to help businesses
understand how to use FTAs, although there is much work still to be done. Awareness of FTAs
as a tool for businesses has risen. But exporters—even highly experienced ones—have at
times basic questions about using an FTA; less about the tariff benefits, more about the
conditions for using them.

As FTAs have improved market access, other issues have risen in prominence.

Non-tariff barriers (unjustified trade barriers other than tariffs) have become a major
challenge for industry. This is an area where government leadership is essential. There are
also areas like mutual recognition of service qualifications and standards, and labelling
requirements that cause major difficulties for exporters. These aren’t necessarily unjustified,
but nevertheless lead to major costs for Australian businesses (including opportunity costs).

While the government has, in recent years, shifted to a greater focus on these issues, it is
only the start of what will need to be permanent shift. This will require a much wider range of
skills and knowledge from government, and much closer interaction and partnership with
industry.

Government export services are necessary but not sufficient

Governments—national, provincial, even many local governments—provide services to their
exporters. They do so because, while there are major benefits to their economies from
exporting, there are fundamental knowledge barriers and foreign regulatory barriers to doing
business internationally.

The Australian Government has in place the key pillars needed to help businesses export:

e Auslndustry to help businesses build their capabilities
e Austrade to provide in-market advice and connections
o DFAT (and attached agencies) to address in-market regulatory issues
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e Export Finance Australia to address a persistent market gap in trade finance
e Export Market Development Grant (EMDG) to encourage businesses to make the leap
into exporting.

Sectoral focus

All these pillars are fundamentally important. However, while steps are being taken to better
join up government services, the degree of service government provides varies wildly
depending on the sector a business is in.

Auslndustry has six priority sectors: advanced manufacturing; cyber security; food and
agribusiness; medical technologies and pharmaceuticals; mining equipment, technology and
services; and oil, gas and energy resources.

Austrade looks at eight sectors: advanced manufacturing; agribusiness and food;
international education; international health; resources and energy; services and technology;
and tourism.

At post, there will often be diplomats from the Departments of Agriculture, Education and
Industry.

The result is that some exporters have a very wide range of support available to them.
Others, particularly service exporters, have barely any.

Resourcing

While budgets have remained largely constant in recent years, the demands on agencies has
risen, particularly those in the foreign affairs and trade portfolio.

DFAT is operating in a much more complicated geopolitical environment. Despite the
Australian Government’s best wishes, trade is increasingly entwined with other international
political and strategic challenges. In addition, as above, DFAT must evolve well beyond its
traditional trade role of negotiating agreements to a role requiring a much more nuanced
understanding of business. It need to build a workforce that better understands and is better
connected to business, including with a much stronger presence in the major domestic
centres.

Austrade has faced declining resourcing for many years, but its responsibilities have grown—
and so has the export community it serves. It has also oscillated between a focus on serving
the government and serving business. To try to adapt to these changes, it has undergone
several major shifts in strategy and focus since 2011. The market-specific advice and
connections that Austrade provides is critical to Australian businesses. Any serious attempt
to grow or diversify Australian exports must include better resourcing Austrade.

EMDG is a vitally important program to give Australian businesses confidence to export.
While the government’s recent increase in the EMDG budget is welcome, it is not enough.
Even with this boost, the funding for EMDG is well short of the demand for the grant. There is
an inverse relationship between demand for EMDG and the Australian dollar. Given the low
Australian dollar, the gap between funding for EMDG and demand for the grant will widen.
This is counterproductive. The grant’s objective is to give businesses confidence to do
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business internationally, but not knowing how much a business is likely to be reimbursed
causes uncertainty.

Regulations and processes are major barriers to exports

Export regulations—and their administration—are inconvenient, complicated and costly. They
reduce the competitiveness of existing exporters and put up roadblocks that prevent new
ones. While some of these regulations are in response to the requirements of importing
countries, many are unilaterally imposed by the Australian Government. And regardless of
who imposes them, it is the Australian Government that determines the processes around
these regulations.

Inconvenient
The processes exporters must meet to comply with export regulations are rarely user-friendly.

A recurring theme from our members is that government agencies are not keeping up with
the 24/7 reality of international trade. Exporters cannot obtain certificates outside official
office hours, regardless of the situation or the value of the product. There are also short time-
periods for when a certificate can be issued, and if an exporter misses that window of
opportunity, the sale will fall through.

This is a particular challenge for documentation processed by the Department of Agriculture,
which is often time-sensitive due to the cold-storage and shelf-life requirements of the
products.

For many exporting requirements, exporters must deal with old, even paper-based systems.
For the certificates where there is a degree of automation, the system becomes manual (and
expensive) when changes need to be made.

There are fixed numbers of staff dealing with processing regulations, even though the
demand from exporters is steadily increasing each year and within each year can fluctuate
wildly.

Government forms are often duplicative, with different agencies requiring the same
information, but each needing its own set of forms to obtain it. This not only takes time, it
also increases the chance of errors that could cause delays or major costs.

Complicated

Government regulation is one of the areas of greatest confusion when exporting. Businesses
that are interested in export find it hard to understand what is required of them. Those that
are exporting are often too worried about getting things wrong to do it themselves.

The ECA’s ‘getting the documentation right’ course is its most popular. An entire industry of
customs brokers exists to intermediate between traders and regulators.

It is very common for businesses to pay $50 for customs brokers to submit a form they
should be able to easily do themselves for free, just because they are too worried about
getting it wrong.
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There needs to be a shift from a focus on heavy-handed compliance to an approach that
enables businesses to comply with regulations.

Costly

The cost of regulatory compliance is a major issue. This is particularly the case for
agricultural exports.

These costs are huge barriers to entry for new exporters, and impact on the competitiveness
of existing exporters.

Small businesses cite the cost burden of becoming accredited for agricultural exports as a
major reason why not to export. Many small businesses that start out exporting report that in
the first few years their exports contribute more to the Department of Agriculture in fees than
they keep in their own business.

This is even a major hurdle for large business that would like to export more, particularly in
the area of composite goods. Composite goods contain proscribed animal products but pose
a much lower risk than simple animal exports. Examples include salami on frozen pizzas or
gelatine, derived from animal, in supplements. But despite lower risks, they are regulated in
exactly the same way.

In addition to the accreditation itself, the cost of the certificates required for each shipment
can make a major impact on profitability. Documentation costs are the same when exporting
a box as when exporting a container. For some exports (such as meat), the initial cost of
documentation is reasonable ($49 for a certificate) but when circumstances change—usually
for reasons outside of the exporter’s control—the cost for a replacement certificate is $500.
For non-proscribed exports, where the minimal level of assurance is required, the
documentation cost is $76.

Trade Modernisation

All this reflects a regulatory system that is a product of evolution rather than decision.
Technology represents an opportunity to redesign the system—not just the way exports are
regulated, but the way trade is done.

In 2016, the Coalition took to the election a policy to establish a single window for export
documentation. In the three subsequent years, led by the Australian Border Force, there has
been a growing acceptance by government of the importance of modernising trade:
streamlining regulations and processes, while getting prepared for the disruption of
centuries-old trade practices that must inevitably come. But this a long-term process that
only recently appears to be getting started.

While the ECA has been advocating for this for many years, and is pleased to see efforts gain
momentum, the focus cannot just be about streamlining existing processes. There are
fundamental questions of why and how exports are regulated that need to be addressed.

Starting with the Department of Agriculture, there needs to be a major review of what is
regulated, why it is regulated and how it is regulated. In particular, the risks an export poses
must be better matched with the costs of complying with regulation.
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Businesses don’t work in silos, nor should government

Government agencies view the trading system through their narrow responsibilities.

Businesses are responsible for the full spectrum. They are the ones who work out how to be
internationally ready. They invest their time and effort in developing their overseas
customers. They are the ones who need to navigate the maze of domestic and foreign
regulatory barriers to making a sale.

Sometimes the Australian Government works with them, sometimes they feel it works
against them.

There are major opportunities to improve this. Doing so will not only help the individual
businesses, it will lead to a more dynamic, prosperous and resilient Australian economy.
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