
ACC Hearings, Shepparton, April 14, 2008 
Pat Byrne, National Civic Council 

The Sugar Industry 

Deregulation of the sugar-cane industry under National Competition Policy has 
been an economic and social failure. Farms are shifting from cane to grazing, tree 
plantations, i.e. from high value to low value agriculture. At this rate the cane 
industry will have collapsed to a niche industry within 3-5 years. 

The right of cane farmers to voluntarily collectively bargain was retained under the Sugar 
Industry Act 1999 (as amended), however it is ineffective. Deregulation abolished final
offer arbitration. This has left cane-farmers, who are price-takers not pricemakers, no 
bargaining power with miners, particularly proprietary millers. Unlike workers in a union 
who have the ultimate threat of withdrawing their labor, farmers cannot withhold supply. 

Withholding supply, even for a short period, would mean no income for farmers and banks 
threatening foreclosure, while the effect on the mill's operation would be minimal. 

In the final instance, farmers are forced to take or leave the mill's final offer. This is 
especially true for proprietary mills. A farmer's only other option is to shift into producing 
some other product, which in turn requires expensive retooling of their farming enterprise 
and additional capital investment. 

Since full deregulation of the industry last year, the low price that farmers have received 
for their cane reflects the corrupt world price of raw sugar, which is half the average world 
cost of production, due to heavy subsidies. (In contrast, Brazil has a five per cent premium 
on sugar sold into its domestic market.) Every proprietary mill has refused to include in the 
price of cane any significant return for profitable by-products like cogeneration of electricity 
from bagasse, molasses, ethanol or other by-products. Farmers cannot achieve a fair 
return on investment. Interest and bank charges are at a premium in the industry. 

As a result, farmers are leaving the industry. Cane production in the Burdekin region has 
fallen from 9.4 to 8.3 million tonnes with other cane regions suffering similar falls. In some 
cases, high-value cane farms are being turned over to low-value grazing, or worse, tree 
plantations run by managed investment schemes, where the driving incentive is not 
market forces but tax concessions for wealthy city investors. 

This represents the destruction of high-value agriculture, which is then replaced by low
value agriculture! 

The underlying economic problem lies in the theory and practice of pricing within a 
monopsony, or a buyer's monopoly, that is, a situation in which there is only one buyer (a 
mill) for an undifferentiated product produced by many sellers (farmers). 

In the face of a monopsony, voluntary collective bargaining has failed. Therefore a 
mandatory final-offer arbitration system needs to be reinstated to arbitrate on the 
price for sugar cane and all issues relating to supply agreements. This system must 
have a judge as arbitrator, advised by representatives of farmers, mills and a 
technical advisor nominated by the affected grower groups. The price for cane is to 
be based on actual prices achieved from the sale of all products derived from sugar 



cane. This policy can be achieved by direct federal legislation, or by an industry 
mandatory code of conduct. 

Given that the two major supermarkets now dominate the petrol fuel market, there is a 
need to counter their monopsony market power over ethanol. As two dominant buyers of 
ethanol, the supermarkets would have the ability to set the price of ethanol from the mills. 

Given that the two major supermarkets now dominate the petrol fuel market, a 
statutory marketing authority is required for the marketing of ethanol into the 
domestic market to ensure a fair price to ethanol mills and an equitable return to 
producers of ethanol feedstock crops. 

Deregulation has had another negative economic effect. It saw the abolition of the single 
selling-desk for sugar on the world market. Since then, Australia's sugar mills have been 
bidding each other down in price on the world market, damaging returns to mills and 
farmers. 

There is an urgent need to recreate the single selling-desk for the compulsory 
acquisition of all raw sugar produced in Australia, for sale onto the domestic and 
export markets. This will ensure that growers receive available price premiums 
which have been usurped by proprietary millers and refiners since deregulation. 

Dairy 

It is widely accepted that deregulation of the dairy industry has been a disaster. 

The collective bargaining solution is based on the trade union industrial model of achieving 
a wage increase, whereby workers use a range of industrial options - like work to rule, 
overtime bans, go slow, and the right to strike - in order to drive employers to the 
bargaining table. Unfortunately, such options are not available to dairy farmers. Dairy 
farmers do not have the "right to strike", that is the right to withhold their milk from a 
processor and citizens in order to achieve a fair price for their product. They are prohibited 
from doing so by law: 

" Milk is an essential service. In the mid 1980's, Victorian Premier John Cain 
threatened to apply the Essential Services Act to stop dairy farmers from 
withholding their milk as part of a campaign they were waging to obtain higher 
prices for their milk. 

" Dairy farmers open themselves to prosecution under the secondary boycott 
legislation of the Trade Practices Act if milk is withheld or interfered with. 

It Dairy farmers are threatened with environmental sanctions if withheld milk is 
discarded onto paddocks or waterways. 

There are other practical reasons as to why withholding supply is not an option for dairy 
farmers. If a cow is not milked then she will "dry off" (ceases to produce milk) in a few days, 
and will be unable to supply milk after the dispute is resolved. It will take a further 10-12 
months to get this cow back into production after she is dried off, that is after she calves in 
the following season. 



If she is not milked, the cow will most likely develop clinical mastitis (which has to be 
treated with a course of penicillin), which is costly and time consuming to administer, and 
costly in terms of loss of "infected" milk, which has to be discarded. 

With more than 70% of dairy farmers returning negative incomes in recent seasons, how 
long could farmers be expected to withhold milk, assuming they could do so given the 
above prohibitions on withholding milk supply? 

The dairy industry needs a mandatory code of conduct that allows an authority to 
set a price for fresh milk into the domestic market, to guarantee farmers a minimum, 
fair price for their product. 

Australia set to become a net importer of food. 

There is a belief that the loss of a percentage of Australian farmers can be 
tolerated/sacrificed, either for trade compromises, or for using their irrigation water for 
environmental flows, or for other environmental reasons. 

This is based on the claim that Australia exports 80% and only consumes 20% of its 
agricultural product. A prominent journalist, in a recent debate on food prices, argued, from 
these figures, that Australia feeds 60-80 million people. There is an attitude that if under 
the current National Water Initiative (part of National Competition Policy) that if 3,000 
gigalitres of mainly Murray and Goulburn Rivers systems water is take for environmental 
flows, Australia can afford this as we produce enough to feed 60 million. (This amount of 
water is equivalent to all the irrigation water allocated to farmers along the Murray and 
Goulburn systems in NSW and Victoria. 

Indeed the argument for applying National Competition Policy to the deregulation of 14 
areas of agriculture has also been based on the assumption that Australian agricultural 
product is primarily exported. The argument goes as follows: 

You farmers export 80% of your product abroad and sell only 20% domestically. 
Therefore, as your future lies with exports, the government will push hard for free 
trade in world agriculture through the World Trade Organisation (WTO) so as to 
open up the huge US, EU and Japanese consumer markets. Meanwhile, the 
government will open Australia's borders to imports and deregulate rural industries 
under National Competition Policy to make you farmers compete and become more 
efficient. Then you will be ready to seize a large slice of the US, EU and Japanese 
markets when the WTO finally pries them open for imports. 

Unfortunately, the assumption that most of agricultural product is exported is fatally 
mistaken, and the subsequent policy platform has badly damaged rural industries. 

According to ground breaking research by input-output economist, Dr Mark McGovern, of 
the Queensland University of Technology School of Marketing and International Business, 
Australia farmers sell 70% domestically and export only 30%, measured at first stage 
production. His findings are contained in the paper, "On the Unimportance of Exports to 
Australian Agriculture", The Australian Journal of Regional Studies, Vol. 5, No.2, 1999). 
The article was provocatively entitled in order to try and jolt policy makers into 
understanding that the main assumption underlying their policy platform was fatally flawed. 



After the paper was published a meeting was held between McGovern, his academic 
referees and input-output analysts from the ABS. Know as the Brisbane "Customs House 
Agreement", the meeting determined that "the real proportion of agricultural exports as 
indicated by Dr McGovern's research ... [was) self-evident and well known for some time," 
namely that "about 30%" in total was exported, when agricultural product in first round 
manufactured products were included. ABARE refused to participate in the Customs 
House meeting. Subsequently, the ABS participants refused to participate in further 
meetings with McGovern. They were ordered not to participate, in order to black ban 
McGovern because the implications of his paper on Coalition policy was too embarrassing. 

The implications of this agreement are profound. It means that the future for farmers is the 
domestic market, more so than the domestic the export market. Further, the US, EU and 
Japan have made it clear that they have no intention of pursuing free trade in agriculture, 
which is the reason for the failing Doha round of trade talks. Consequently, opening 
Australia's borders to heavily subsidised/dumped imports has undermined the all
important domestic market, while the deregulation of agricultural industries has stripped 
farmers of any market power to obtain a fair price for their product in the face of the 
growing market power of the duopoly supermarkets. Is it no wonder that the farm sector 
has been in crisis? 

The resulting disinvestment in agriculture has seen governments back managed 
investment schemes as a means attract investment back into the sector. MIS operate as 
tax breaks form wealthy investments, rather than as investments based on market forces. 
They have led to over-investment and overproduction in various industries like wine 
grapes, causing prices to drop and putting genuine farmers out of business. What is more, 
it is contradictory and grossly unjust for governments to say they won't subsidise farmers 
while offing large tax subsides to wealthy investors in MIS. MIS are a wrong policy 
response to failed agricultural policies that have been based on a false premise about the 
primary market for Australian agriculture. The MIS policy is only compounding the 
problems facing farmers. 

Is it the export or domestic market? 

In May 2000 a group of leading economists and Australian Bureau of Statistics (ABS) 
statisticians reached a little publicised but historic agreement. The meeting concluded that 
the long held claim perpetrated the Australian Bureau of Agricultural Economics (ABARE) 
that Australia exported 80% of its agricultural product "has no basis in fact." 

The meeting was prompted by the publication of a landmark study by Queensland 
University of Technology's Dr Mark McGovern\ an economist specializing in input-output 
analysis. His paper contradicted the long-held belief that Australian agricultural product 
was primarily exported. In fact, the bulk is sold onto the domestic market. 

The meeting was held at Brisbane's old Customs House. In what was called ''The Customs 
House Agreement"2 the group of economists and ABS statisticians agreed "the real 

1 McGovern, Dr Mark, QUT School of Marketing and International Business, "On the Unimportance of 
Exports to Australian Agriculture", The Australian Journal of Regional Studies, Vol. 5, No.2, 1999) 
2 The Customs House Agreement, Agricultural Production Destination Committee ofthe Queensland 
National Party, 9 May, 2000. The agreement was named after Brisbane's old Customs House where the 
meeting was held. 



proportion of agricultural exports as indicated by Dr McGovern's research .... [was] self
evident and well known for some time." They resolved that: 

.. 22% of unprocessed agricultural product was directly exported (e.g. live cattle, 
wheat, cotton) (Appendix 1); 

.. "about 30%" in total was exported, when agricultural product in first round 
manufactured products (e.g. raw sugar, processed beef) were included; and 

.. therefore, the remaining 70% of agricultural product at the level of first round 
manufacturing was sold into the Australian domestic market. 

The findings of this group cut sharply across what has been the long held belief that 
agriculture in Australia is largely beef, wheat and wool, and that because they are big 
exporters, then Australian farmers must be export dependent. In reality, Dr McGovern's 
paper revealed that of Australia 53 rural industries, ~:e'~l'ro$ratf 
theil fi:)F9€lU<*'~ twelve export more than a quarter of their output. 

Based on the Customs House agreed figures, if the wind back of trade barriers to 
subsidized imports causes Australian farmers to lose just 10% of their domestic market to 
imports, then they have to boost exports by 30% to compensate. This is near impossible. 

Dr McGovern's paper and the Customs House Agreement showed that the claim that 
Australia exports 80% and consumers 20% of its agricultural product is a popular urban 
and rural myth. Worse, it is a dangerous myth. 

Provocatively, Dr McGovern titled his research paper, "On the Unimportance of Export to 
the Australian Agriculture", not to deny the importance of export markets to Australian 
farmers, but to emphasise the serious error of policy makers in failing to recognise the 
overwhelming importance of the domestic market to agriculture. 

Yet these findings have fallen on the deaf ears of Federal and State governments, 
government bureaucracies and leading peak farm bodies like the National Farmers 
Federation, and have been weakly disputed by ABARE. 

The WTO and World Agricultural Markets 

National agriculture policy has been fundamentally focused on the export market, based on 
the false assumption that the export market is the primary market for Australian farmers. 
Based on this false assumption, since the 1980s governments and farm peak bodies have 
told Australian farmers that their future lies with the World Trade Organisation (WTO) 
winding back agricultural subsidies and opening up world trade in agricultural products. 
Farmers have been told that, to gain advantage from the opening up of the big US, EU and 
Japanese markets, Australian farmers need to accept deregulation of their industries under 
National Competition Policy. They were told that this may cause farmers the short-tem 
pain, but competition between farmers will make them the world's most efficient producers. 
This will give them a decisive competitive edge on world markets, allowing them to gain a 
very profitable slice of the agricultural markets of the world's dominant economies as they 
are pried open by the WTO. 

This argument was enthusiastically put to farmers in the late 1980s when the General 
Agreement on Tariffs and Trade (the GATT) was evolving into the WTO. The expectation 



of Australia's political and farm leaders was that the old rules providing for agricultural 
subsidies would be overturned in favour free trade policies when the new Agreement on 
Agriculture (AoA) was negotiated. In fact, this did not happen. 

Rather than radical free-trade reform, the leading industrialized nations ensured that the 
1995 WTO AoA entrenched the post-WWII system of subsidies and other supports for their 
farmers. Modifications and compromises were made, but the WTO, like the GATT, 
maintained rules for the orderly marketing and support for agriculture. 

Although the 1994 AoA failed to deliver free trade in agriculture and the abolition of 
subsides, Australia has continued to purse these policies, telling Australian farmers to pin 
the hopes on the current Doha round of talks achieving what the policies rejected in 1994. 
However, what is now clear is that the major economies are still determined to maintain 
their domestic agricultural industries, to maintain subsidies and other protective barriers. 
While some superficial compromise will no doubt be achieved, it is clear that the Doha 
round will not deliver the policies that have been falsely promised to Australian farmers for 
the past two decades. 

Indeed, from its outset in 1947, underpinning the GATT agreement on agriculture were two 
principles. First was the understanding that farmers have no market power to affect the 
price of their inputs (like farm equipment, seeds, chemicals and fertilizers), which are 
largely supplied by large corporations. For example, one farmer buying a tractor has no 
power to influence the price, in contrast to say a mining company buying a fleet of 
bulldozers for a new project. Nor do farmers have the market power to affect the price of 
their product at the farm gate - one farmer selling his beef or wheat onto world market can 
in no way influence the price; one dairy farmer withholding milk supply to a 
processor/retailer cannot bargain up the farm gate price of his milk. 

Farmers are price takers for both inputs and outputs. Few other industries are devoid of 
such market power. This understanding was the foundation of both the 1947 GATT and the 
1994 WTO Agreements on Agriculture. Both agreements provided scope for a range of 
compensatory policies considered essential for farmers to achieve an income that provided 
a return on their investment. Many of these payments are for environmental stewardship, 
which farmers cannot themselves pay for because they cannot capture environmental 
needs (externalities) in the farm gate price of their products. 

Second, the EU nations and Japan suffered numerous bouts of starvation in recent 
centuries, the last being in WWII. Hence, the EU, US and Japan - the dominant economies 
in the WTO - believe in food self-reliance and therefore treat agriculture as a strategic 
industry. This often leads to over production, which is then dumped onto the world market. 

Where does this leave Australian farmers, who are being forced to compete with 
subsidized product on both the international and domestic market? 

The level of farm support delivered in developed countries is measured regularly in an 
annual survey by the Organisation for International Cooperation and Development 
(OECD)3. Their 2003 survey showed that the average farmer in the developed world 

3 The OECD countries include the original members: Austria, Belgium, Canada, Denmark, France, Germany, 
Greece, Iceland, Ireland, Italy, Luxembourg, the Netherlands, Norway, Portugal, Spain, Sweden, 
Switzerland, Turkey, the United Kingdom, the United States. Later members include: Japan, Finland, 
Australia, New Zealand, Mexico, The Czech Republic, Hungary, Poland, Korea, the Slovak Republic. The 
Commission of the European Community takes pm1 in the work of the OECD. 



received 31 % of their gross farm income from various producer supports (with about 70% 
of this coming from subsidies).4 However, for Australian farmers it was just 5%. 

This means Australia's competitors have a 26% head start (31 - 5 == 26) when selling onto 
world markets, or when these subsidised products are imported into Australia's domestic 
market. It is like saying to Australian athletes running in a 100m Olympic competition, all 
your competitors will have on average a 26 meter head start on you! 

The OECD survey on agricultural policies around the world also compares the prices 
farmers in different countries receive for their products and the price consumers in different 
countries pay for food. It shows that among the developed nations: 

• Australian farmers receive the lowest farm-gate price in the developed world. On 
average, farmers in OECD countries receive a price 32 per cent higher than what 
Australian farmers receive; and 

• Consequently, Australian consumers benefit from having the lowest-priced food in 
the developed world. On average, consumers in other OECD nations pay 37 per 
cent more for their food than Australians. 

What is clear, however, is that despite efficiency and productivity gains, returns to farms 
have been declining to levels that would see other businesses close up shop. Farm 
incomes and return on investment have been declining. Compensation payments to 
farmers have proved no substitute for a fair farm gate price and a return on investment. In 
fact, more and more farmers now "subsidise" their own farm operations from off farm 
incomes. 

The consequence of wrongly identifying the export market as Australia's primary market 
and then falsely believing that the WTO would open up the world's market for agriculture 
are far reaching for Australian farmers. Cutting trade restrictions on imports is resulting in 
the all important domestic market being opened up to imports, while deregulation of orderly 
marketing arrangements is resulting in processors and supermarkets exerting market 
power to force down farm gate price to the point where farm gate prices are equal to the 
corrupt world price, the lowest in the developed world. 

No wonder that Dr McGovern comments: "Not knowing to whom you are selling is probably 
one of the greatest commercial mistakes that an industry could make. Not knowing the 
nature of trading relations is probably one of the greatest policy mistakes that a nation 
could make. Such is the case with Australian agriculture. 

"Flawed analysis provides the foundation for such mistakes. Neither industry nor 
government appear to understand the markets to which agriculture sells because they are 
fundamentally misinformed. Disappointingly, approaches to ministers, agencies and 
organizations over several years seeking to discuss these findings have had only limited 
success. Some, it seems, do not wish to know. This is in marked contrast to the keen 
interest shown in academic, community and regional forums. 

"The impacts of associated commercial and policy confusions are widely apparent in 
depressed rural regions, declining sectoral profitability and failing trade performance. 

4 Agricultrual policies in GECD Countries, Monitoring and Evaluation: 2003, Figure 2.2, pg 29. 



Conventional analysis is deficient. Problems are exacerbated because of what is hidden by 
flawed assumptions. Theoretical as well as applied analyses are thus afflicted.,,5 

A resolution of Australia's ongoing crisis in agriculture must begin with a recognition that for 
the domestic market is the primary market for Australian farmers. Like other developed 
nations, there should be policies for those industries that are primarily domestically 
focused, e.g. Australian farmers should then be granted preferential access to the domestic 
market. Then other special policies are then needed to cater for those industries that 
primarily rely on the export market. 

In the meantime, the failure to recognize the overwhelming importance of the domestic 
market and of grossly overstating the importance of the export market has been 
compounded by the mistaken policies based on these mistaken assumptions. 

5 McGovern, op. cit., p 229-230. 
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AUSTRALIAN AGRICULTUREI 

lVIark McGovern 
School of Marketing and International Business, Queensland University of Technology, 
2 George Street, Brisbane 4000, Australia. 

ABSTRACT Agriculture sells mainly to Australians. The importance of exports to 
Australian agriculture has been regularly overstated. This appears due, in part, to a 
combination of methodological errors and naive analysis. The resultant empirical estimates 
have been highly inaccurate and misleading. Exports, while important, are not dominant to 
the extent conventionally believed. Widely used, these estimates have significantly distorted 
both the development of rural and trade policies and the perception of policy options. Given 
that the conventional wisdom about Australian agriculture is wrong in significant ways, 
efforts are needed to establish an appropriate, methodologically sound and empirically 
accurate basis for policies involving agriculture, trade and rural Australia. 

1. INTRODUCTION 

Analysts of Australian agriculture have failed to properly inform others 
involved in analysis, policy and commerce about the extent of sectoral exports. 
Flawed empirical analysis and unsound methodology permeate conventional 
thinking. The problems so created are impediments to market, industry and 
enterprise successes. Analysts and others will need to revisit the foundations of 
their work and appropriately revise their positions if their efforts are to regain 
accuracy and relevance. 

1.1 Flawed Understanding 

Not knowing to whom you are selling is probably one of the greatest 
commercial mistakes that an industry could make. Not knowing the nature of 
trading relations is probably one of the greatest policy mistakes that a nation could 
make. Such is the case with Australian agriculture. 

Flawed analysis provides the foundation for such mistakes. Neither industry nor 
government appear to understand the markets to which agriculture sells because 
they are fundamentally misinformed. Disappointingly, approaches to ministers, 
agencies and organisations over several years seeking to discuss these findings 
have had only limited success. Some, it seems, do not wish to know. This is in 
marked contrast to the keen interest shown in academic, community and regional 

I I thank Rod Jensen, Annette Barbetti, Julian Morison, Roy Powell, an anonymous referee 
and the editors for their constructive comments on earlier drafts of this paper. 
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fora? 
The impacts of associated commercial and policy confusions are widely 

apparent in depressed rural regions, declining sectoral profitability and failing 
trade perfonnance. Conventional analysis is deficient. Problems are exacerbated 
because of what is hidden by flawed assumptions. Theoretical as well as applied 
analysis are thus afflicted. 

Agriculture sells mainly to Australians. The domestic market accounts for the 
bulk of sales. This is not the conventional understanding. As will be demonstrated 
in detail, the nature of the agriculture, food and fibre market is this: 
1. In aggregate exports account for around a quarter of production. In 1993-94, the 

most recent year for which complete National account statistics are available, 
agriculture exported $5.0b or 22 percent of its production of $23.5b valued at 
farm gate. Food and fibre manufacturing exported $10.8b or 24 percent of its 
production of $45 .5b valued at factory gate. 

2. Australia imports some food and fibre products. Competing imports for 
agriculture are only $O.5b but around $6b for food and fibre manufacturing. On 
balance, net exports are then 19 percent for agriculture and around 10 percent 
for food and fibre manufacturing. 

3. The Australian food and fibre market has a value of around $55b for raw and 
processed product after adjustment to avoid double counting and excluding 
retail and transport margins. A market of this size is very attractive to overseas 
traders. Unilateral reductions in protection by Australia make it accessible to 
them. 
In seeking to increase its $16b exports Australia has allowed much greater 

access to a $55b market. The wisdom of this, particularly under recent and present 
market conditions, must be questioned. 

The conventional understanding of export market dominance is flawed. The 
importance of exports to Australian agriculture has been regularly overstated. This 
has been particularly so at the Australian Commonwealth level. Ministers and 
advisers are incorrect when they assign three quarters or more of agricultural sales 
to exports. 

1.2. Redressing the P:roblem 

The problem is essentially one of misinformed understanding and consequent 
mistakes manifest as an operational irrationality. Effective operation is ideally 
built upon rational decision-making, market-relevant policies and informed 
participants. This requires adequacy in six areas: empirical accuracy, sound 
methodology, relevant perceptions, appropriate strategies, adequate idealisations, 
and discerning responsiveness. 
1. Accurate empirical estimates are required. This is a first analytical need, one 

2 Support, interest and encouragement was received from many people and this is gratefully 
acknowledged. Particular thanks go to those involved in the Rural Policy Institute and ANZ 
RSAI activities. 
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that is currently not met. Estimates developed for this paper indicate the extent 
of exports across a range of sectors involved with agriculture directly or in 
further processing of agricultural produce. This provides a consistent set of 
estimates that address this need free of further assumptions. While it could be 
desirable to investigate forward linkages, total requirements and the like, this 
was seen as not only methodologically fraught with difficulties but also 
somewhat off the point. 

2. The conventional error arises because of inappropriate comparisons. The flaw 
lies in comparison of the total output of raw and processed food and fibre 
exports with the total output value of product at farm gate. Thus, chilled meat 
exports are compared with live animals valued at farm gate; cheese exports 
with bulk milk; wine exports with grapes; and biscuit exports with bulk grains. 
Thus, methodological foundations require exploration and critical review. A 
sound, robust and understood methodology is a second area of need. 

3. As Australian agriculture as a whole earns most of its income within Australia, 
the export market, while important, is not dominant to the extent assumed. To 
assume otherwise seriously biases thinking. Thus, associated policy perceptions 
warrant examination, a third need. 

4. Preoccupation with markets overseas has seen neglect of domestic market 
situations. Overlooking the larger part of the market where it could have 
considerable influence, the Australian government has preferred to spend its 
time negotiating internationally. International markets are important but the 
Australian approach has been from a needless position of weakness. Thus, 
current trade strategy warrants critical review as does institutional focus. These 
provide a fourth area of need. 

5. Potential gains from trade reform for agriculture, its associated regions and the 
nation are a further area warranting critical review. While many may support 
arguments based upon comparative advantage, the potential for postulated gains 
will be inhibited if alternative positions or influences guide operational 
markets. Others may discount comparative advantage (Porter, 1990, for 
example, in his call for a paradigm shift to competitive advantage) or find the 
observable world non-conforming to this posited ideal CLeontier s 1954 
"Paradox", for example). Whichever the preferred ideal, to have sensible policy 
import it needs to be practically realizable and not rendered inaccessible. Thus 
both the conceptual and operational adequacy of the trade liberalization agenda, 
particularly as regards agriculture and its regional impacts, warrants critical 
evaluation. This is a fifth need. 

6. The relative inflexibility in current policy development processes is also 
illustrated, particularly in the second section. Such unresponsiveness is a wider 
failure, one that reveals a manifest inability of industry and government parties 
to address critical information promptly and expertly. In rational policy 
discussions, comments that appear contentious would warrant further 
discussion, appropriate criticism and adequate reflection. More adequate policy 
is developed through such activities. An organisational ability to respond is 
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manifestly lacking. Building such an ability is a sixth area of need. 
The principal focus in this paper is on the first and second areas, addressing 

empirical and methodological needs. The sixth need, building discerning 
organisational responsiveness, is intertwined in the discussions. Issues associated 
with perceptions, strategies and idealisations are mentioned only in passing. They 
are developed more fully elsewhere (McGovern, 1999a, 1999b, forthcoming). 

1.3. Recasting the Foundations. 

Essentially it is the market foundations that are examined through a 
development in four main parts: 
1. Estimating markets: Agriculture sells mainly to Australians. 
2. Empirical estimates: National Account "consistent" and ABARE 

"conventional". 
3. Evaluating alternative estimates. 
4. Errors in the conventional wisdom. 

Australian agriculture and its advisers have not known, apparently, to whom 
they are selling. They have made one of the greatest commercial mistakes that an 
industry could make. Analytical advice and government policy have compounded 
this. Thus, current positions and policies need fundamental reassessment, not only 
by Australians but also by those similarly predisposed to agricultural trade. 

New foundations are needed. Rationally, these are best constructed when all 
analytical needs are well met. Currently analytical flaws hide ongoing problems. 
Proper recognition and resolution of analytical needs will be one step forward. 
Another will be redressing the effects of flawed understandings. 

A strong foundation needs to be established for viable agriculture and trade 
success. Such a foundation presently does not exist in either conventional 
Australian thinking or operational activity. 

2. ESTIMATING MARKETS: AGRlCULTURE SELLS MAINLY TO 
AUSTRALIANS 

The products of Australian agriculture are mostly sold to firms and consumers 
in Australia as is shown in Table 1. The main sectors to which agriculture directly 
sells are food and fibre processors within Australia which take 60 percent of 
Agricultural output. Agriculture directly exported 22 percent of output worth $4.8b 
in 1992-93. 

A falling proportion of direct agricultural exports may be expected as an 
economy develops. Using the national accounts (ABS 5209.0) for earlier years, 
agricultural exports valued (in 1992-93 dollar values) at $5.0b in 1982-83 were 25 
percent of output; 1968-69 exports of $5.9b were 27 percent of output. Thus on 
these measures agricultural exports fell both as a share of output and in real terms. 

Food and fibre manufacturing also principally serves the Australian domestic 
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market, exports only accounting for a maximum3 of 23 percent of sales in 1992-93 
(up from 19 percent three years earlier). Further details are presented with Table 2 
wherein disaggregated sector details are provided. 

Today, Australian agriculture (A g) is a $24 biIlion4 industry, which cannot 
make ends meet. Food and fibre manufacturing (F&FM) with gross sales of $41 
billion is experiencing, at best, mixed fortunes. Exports were valued at $4.8 billion 
(Ag) and $9.6 billion (F&FM) in 1992-93; competing imports were $0.4 billion 
and $5.4 billion respectively. Australian households final consumption 
expenditures were $2.8 billion and $22.2 billion respectively in 1992-93. 

It is apparent that the bulk of agricultural output is chiefly used in the 
Australian economy. While notable differences occur between specific commodity 
groups and between regions, the greatest sources of returns to agriculture are 
markets within Australia. 

Table 1. Disposition of Agricultural Output. 
r---------------------~------------------------------------------~ 
Australian agriculture 
made sales to ... 
Intermediate sectors 

to itself 
meat and milk products 
food products nec 
beverages, tobacco products 
textiles 
recreational etc services 

Hl92-9:J 
{S b) propo.1iQ11 

1.8 8% 
7.6 34% 
2.4 11% 
0.5 2% 

5% 

others (28 and 22 sectors resp) _.,.",.,;,~_~""" 

Total intermediate usage 

Final consumption expenditure 
Increase in stocks 
Exports 

Total Supply 

0.2 
4.8 

i% 
22% 

1989-90 
(Sb) proportion 

2.4 10% 
7.1 30% 
2.4 10% 
0,6 3% 
0,5 2% 
0.4 2% 

--Dol Q0
';" 

13,5 56% 

2.6 11% 
2,5 10% 
5.4 23% 

~ 

Change 1989-90 to 1992-93 
($b) relative change 

-0,6 -25% 
0,5 7% 

° 0% 
-0,1 -17% 
0,5 100% 
0,2 50% 
Q3 3.Q~ 

0,8 6% 

0,3 12% 
-2,3 -92% 
-0,6 -11% 

__ -1 a.,., -8~1l. 

Source: ABS 5209.0, Australian National Accounts: Input-Output Tables. Tables used are the 
industry by industry flow matrix in basic values (ex plant value, in terms of net price received 
by producer exclusive of taxes and subsidies) for 1989-90 Crable 11) and 1992-93 (Table 4). 
The latter was the latest available at the end of 1996 being published in September 1996. Recall 
that seasonal conditions did vary between the two years. The reclassification from 28 sectors to 
35 sectors has no significant effect on the sectors under consideration. 

3 See note to Table 2. 

4 Total sales varies from year to year. $24b is the top value of Australian agricultural 
production recorded: $23.8b in 1989/90 and $23.6b in 1993/94. It was $22.4b in 1992/93, 
the latest year for which full economic infonnation was available. 1992/93 and 1989/90 are 
used as reference years in the disaggregated analysis. Further sectoral details are in 
McGovern (1996a). 
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Table 2. Total and Export Sales, by Agriculture and by Food and Fibre 
Manufacturing, 28 Sectors. 

'--' 
Commodity sector 1992·93 1989·90 Change 1989·90 to 1992·93 

A"'trall."pI~ ~ Ami production Exports Austrnlian Production Export, 
AGRICULTURE I$m) ("~ (1m) ("h) (Sm) relat!ve change ($m) reJatJve chooge 

b8sic vo!ue 8/ f8rm gBte 

Sheep 558 18% 492 170/, 66 13% 18 21% 
Wool 2228 72% 5559 42% ·3331 ·60% ·735 ·32% 
Cereal graIns 38S9 47% 3884 62% ·15 0% -617 -25% 
Meat cattie 3e36 2% 3762 1% ·126 ·3% 27 61% 
Mi!k cattle - ctHlled milk 2S14 0% 1749 0% 565 32% 0 
Pigs 595 0% 599 0% ·3 -1% 0 
Poultry 999 0% 1097 0% ·98 ~g% ·1.7 ·61% 
Sugar cane 799 0% 887 0% ·88 -10% 0 
Raw cotton and seed 528 8% 486 57% 42 9% ·232 ·84% 
Cotton {excl glOned} 682 $6% 628 38% 54 9% 418 174% 
Hay 638 ()% 602 0% 36 6% 0 
Other agriculture 4384 10% 3527 15% 857 24% -65 ·13% 

~~- 923 3~ ~= 3°6; -299 ·24°fl) ·3 -lOOt, 

.W~~_~~~~'iL""_ :Wt" ~~...2~ -~ ~ 
Export> .4757 5657 

$'>."Ilm:ll-=,,~ltI"t.~~m.E~JJnWMU2~~~=~~~'_~ _____ ~~=I 
MANUFACTURING 

(gross) basic value at faclory gate 

Meat and meat products 10082 4()% 
~~" ______ ... !ii<ii? ... 1$~_?",2 .... % 

lJWU.Lll!.M.lIJulr~ _"__ 15371 

Fruit and vegetable products 2307 13% ('1 

Oils and fats 730 9% (I) 

Flour mil! products and cerea! foods 2357 15% 
Bakery products 2661 1 % <'I 

Confectionery 1155 8.(1;,4; (I) 

Q~~ _______ ~~g2~73~ __ ~3d~% 

~~.-= __ =-~1~g~1~3~ __ ?~Q%~ 

Soft mnks, cordials and syrups 

Beer and matt 

1857 
2384 

1% 
5% 

IMne and spirits 1210 ~% (II 
~~cco eroducts ____ ,"_ 1;:;4 1% 

J?~~""~"fiIl\olilZQOlil1i ...... _.!UZ~,,,,:i. 

9664 32% 
~28B 1~ 

~ 

1968 9% (I) 

766 10%111 

1927 13% 
2611 1%(1) 

1022 5%. {l) 

5B2Z ;lOOt. 
j.;!'l~j ~§O(~ 

1521 2% (I) 

2184 8% 
970 9% (I) 

79, 2.%..(11 

~ 

Woo! scounng 909 82% 797 86% 
Texble fibres, yarns and woven fabrics 1801 3%(11 1635 4% (II 

r.m.mlll1\1f~_ , ,llle?; ~(II ~12- 4'4>.(11 

J.\l,JJlJ~~_~ __ ~ __ .. 4' ... <>L ...... _21.il£%.,;a,· ~~ 

I flh,e",",,,"1< Jrln"-"""""_..J4~1 ... M ...... "",,,,~ ... ~.,. 
Exports 91U1i 

CompMing imports 5HZ 
... . .. 

418 4% 

~ 
ms HJ~ 

339 17% 
·36 -5% 
430 22% 

40 2% 
133 13% 
Hfi 6°{fj 

~ 

336 22% 
200 9% 
240 25% 

~~ 

............z~~ 

112 14% 
166 10% 

;;I,5.Q • 230m. 
~Il. 

884 29% 
~gii ZQO!~ 

J35.Q ;J.\l,:m. 

232 133% 
·12 ·15% 
83 32% 
8 32% 

42 91% 
~QZ 2g0{1 

Z~S J~ 

·15 ·41% 
-35 -21% 
182 207% 

-6 ~6Z0tQ 

l2~ il~ 

59 9% 

68 94% 

~ 
_...lllZ ~~ 

Source: ABS 5215.0, Australian National Accounts: Input-output table Commodity Details. 1989-
90 and 1992-93. 

Notes: Sectors are shown at two main levels of aggregation, totals being formed from the component 
sectors immediately above. (I) indicates that the sector appears a net importer, exports (at factory 
gate) being less than competing imports (cifplus duty). 

The export shares are maximum estimates since there is no consideration made 
in calculations for competing imports some of which may have been re-exported. 
In both periods the value of competing imports was very low for the agriculture 
sector and minor to moderate for manufacturing. 

Inadequate returns are being earned from the domestic market by agriculture 
(McGovern, 1996a). In spite of this, Australian consumers do not seem to receive 
cheap food (McGovern, 1997). Australian households during the 1980s spent a 
greater proportion on food than did consumers in the UK, Gennany, US and Hong 
Kong to name a few (World Bank, 1993; Table 10). This paradox warrants 
investigation. 
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The sales situation varies from sector to sector as shown in Table 2. 
~ The sector "Meat and milk products" has the greatest level of exports with a 

third of sales being to overseas; the other two-thirds is used within Australia. 
o Sales within Australia for "Other food products" are 80 percent, "Beverages 

and tobacco products" 93 percent, and "Textiles" 75 percent. 
(ll) Significant competing imports exist for a number of sectors. Thus calculated 

export shares are a maximum percentage. 
~ A number of the food and fibre manufacturing sectors appear as net importers. 
Chasing overseas markets is only a quarter of the story. The major markets for 
Australian agriculture are in Australia. Not only are Australian farmers receiving 
inadequate returns from production, Australian consumers appear to be spending 
proportionately more for food than those in some other countries, some of which 
have significant agricultural subsidies. The economics of this warrant 
investigation. What happens between the farm gate and the consumer plate? 

3. EMPIRICAL ESTIMATES: NATIONAL ACCOUNT "CONSISTENT" 
Al'1D ABARE "CONVENTIONAL" 

The previous section was presented as a single-sheet handout at a "Rural 
Survival" Forum in Brisbane in December 1996 (McGovern, 1996b; only slight 
edits have been made here). The Federal Minister for Primary Industries and 
Energy contradicted the central claims of this paper and asserted that "the fact of 
the matter is that the overwhelming bulk of our agricultural product goes abroad" 
(Forum proceedings, p 24). This contrary position has been maintained despite 
efforts to develop a constructive dialogue. 

3.1 National Account "Consistent" 

The estimates in the previous section were derived from the National Accounts: 
Input-output Tables using standard interpretations. They were checked at the time 
both with the ABS (Barbetti, pers comm) and with another recognised expert 
(Jensen, pers comm) who agreed that they were a proper interpretation of the 
published figures. 

Publication of the 1993-94 Input-output Tables (ABS 5209.0) allows both an 
update and greater disaggregation within the manufacturing sector, no 
manufacturing census having been conducted in 1992-93. The position is little 
changed overall. 
«l Australian agricultural production was valued at $23.53 7b in 1993-94 at farm 

gate with exports valued at farm gate of $5.071 b, or 22 percent of production. 
@ Food and fibre manufacturing valued at factory gate totalled $45 .5I2b in 1993-

94 with exports of $1 0.801 b, or 24 percent of production, with these constituent 
sectors: 
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Figure 1. Aggregate Australian Agricultural, Food and Fibre Production (Ag,F&FM) 
1993-94 

Source: ABS 5209.0, 1997 

- Meat and dairy production of$16.293b of which exports were $S.S80b. 
- Other food manufacturing of$17.094b, exports being $3.500b. 
- Beverages and tobacco of $6.507b, exports being $O.S2Sb.- Textile production 

of$5.616b, exports being $1.193b. 
~ Combined "ag, food and fibre" (Ag, F&FM) exports valued at point of 

establishment dispatch were $15.S72b in 1993-94 compared to $14.40Sb m 
1992-93 and $12.872b in 1989-90 (Table 2) 
These estimates are consistent with other published materials. 

~ DFAT (1996b) using its TREes classification puts 1994 unprocessed food 
exports at $5.150b and processed food at $9.046b for a total $14.196b fob 
Australian port of shipment. Alternately, DF A T (1996a) estimates exports in 
1994 as unprocessed foods $5.067b, processed food $9.072b and other rural 
$5.384b for a total of $19.523b fob6 recorded trade basis. The basis of this 
discrepancy remains unclear. 

@ BlE (1996) discusses the agri-food industries in terms of food and beverage 
manufacturing; fresh, unprocessed foods are excluded. For J 992-93 agri-food 
turnover was $36.190b (Table 2.1, sourced from ABS 8221.0). For 1994-95, 
exports were $10.S72b and imports $3.042b (Table 2.6). A rough calculation 

5 The Trade Exports Classification (TREe) developed by the Australian Department of 
Foreign Affairs and Trade (DF AT) is based on Revision 2 of the Standard International 
Trade Classification (SITC). 

6 "Fob" means "free on board". It is the value when loaded on board a ship or plane. 
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made ignoring the difference in years (which overstates the importance of 
trade) would see exports at 29 percent of turnover (and net exports at 20 
percent)?· 
While definitional differences are present, the general consistency of these 

estimates with those arising from the national accounts is apparent. 

302 ABARE "Conventional" 

The "conventional" position as espoused by the Minister for Primary Industries 
and Energy, amongst others, is different, however: "But in terms of what farmers 
have to accept for their product, the overwhelming bulk of it is utterly dependent 
on reigning global prices, because that is where the bulk of it goes" (Forum, p 25). 
This claim has been widely repeated in public discussions (such as on Lateline 
24th June 1998 and in The Courier Mail on 27th June 19988

) and in various 
publications (such as Auditor General, 1997, p 11; House of Representatives, 
1998, p. 3; Carson and Lyon, 1999; WTO 1999). Yet even some official reports, 
such the BIE report above, present a contrary position 9 

It seems that the origin of this convention lies in ABARE and some ABS 
estimates. A simple and widely available example of conventional estimates is 
contained in "Farmstats Australia" (ABARE, 1996, 1998). This small leaflet has 
under the heading "Fann Sector" a table of three main parts that are summarised in 
Table 3. The published Table lists "Crops" and "Livestock" as the components of 
the first row; along with "Other" they form the third row. The 1998 version 
matches that of 1996 with some numerical values revised and "Other" farm 
exports being distributed to crops or livestock. The convention has thus been 
maintained despite correspondence with the Director (Fisher, 1997) and others 
(Penm, 1998) in ABARE. 

Taken at face value, the percentage of "farm exports" (Fx) in "fann production" 
runs respectively 74, 76, 77 and 79 per cent (using 1996 published values) or 75, 
74, 79 and 80 percent (1998 published values). The domestic market then appears 
not only a smaller but a declining part of the market for "farm" products. 

Review of ABARE's flagship publication Australian Commodity Statistics 
(1997) reveals the same information in two Tables. 

7 For 1994-95 using ABS 8221.0 export percentage of goods produced is 17 percent for 
food, beverages and tobacco manufacturing. 

8 Anderson said: "". and trade is our lifeblood and four out of five farmers depend upon 
trade for their livelihood." 

9 As the BIE report was written in conjunction with ABARE, involved an evaluation of 
$17.625m of public expenditures, and reported to the Minister for Industry, Science and 
Tourism and the Minister for Primary Industries and Energy, it is surprising that the 
inconsistency with the conventional position was not noted. 
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Table 3. "Farm Sector" Aggregates as Reported by ABARE -- _"I<"' ._.. "",...,.... 

1993-94 1994-95 1995-96 1996-97 1997-98 

($m) ($m) ($m) 
($m) ($m) 

Forecast Forecast 

Gross value of farm 23627 
23590 26658 25944 27315 23744 27327 27544 

Fam1 costs 20377 20933 22481 22827 23133 
21550 22830 23362 

-

Value of farm 
]7501 17945 20437 20425 21733 exports (F x) 17886 20264 21861 

Source: ABARE, 1996 and 1998 
Note: The two sources provide slightly different values for the overlap years. Both sets 

are presented with the 1998 (presumably revised) value below. 

@I The first two rows of the above Table can be found in the first two columns of 
Table 19 (ABARE, 1997). This third listing corresponds exactly to neither of 
the previous sets. While differences are typically slight at 200 million or so, a 
closer correspondence could be expected between the latter two estimates 
which were published only two months apart. 

® Corresponding to row three is "Value of Farm Exports" (ABARE, 1997; Table 
6) which includes the footnote "Includes exports of wine." Again some 
instability of values is evident. 

e "Farm Sector Rural Exports" (Table 24) disaggregates the 1993-94 total of 
$190 19m as shown in Figure 2. Total values in Table 24 (and the current Figure 
2) exceed those in ABARE Table 6 (and the above Table 3) by two billion 
dollars (around 10 percent) for the last few years. Note the inclusion by 
ABARE of "products" and "preparations" in headings as well as of "wine, 
paper and paperboard, and tuna which are not included in rural exports by the 
ABS." Thus ABS (5302.0; Table 11) totals "Rural exports fob" to $18 445m, 
the difference of $574m reflected in the component "Other rural" at $6 513m. 
Due to incomplete footnotes and a lack of explanatory notes, it is not possible 

from the ABARE publication alone to determine either the basis of estimates or 
what is included in "Farm". Three distinct usages are evident in the above. The 
three estimates are farm exports (F,J of $17501 m, and rural exports ABARE Rx of 
$19019m and ABS Rx of$18445m. 

4. EVALUATING ALTERNATIVE ESTIMATES 

These two estimates of export importance contrast markedly. Both see 
agriculture as servicing two markets but their relative importance is a matter of 
dispute. The first "consistent" position sees the domestic market as "three-quarters 
of the story" while the second "conventional" position is a polar opposite, 
assigning the export market this dominant role. 
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Figure 2. ABARE "Conventional" Farm Sector Rural Export Estimates (Rx), $19,0 19m in 
1993-94 

Sources: ABARE; 1997, Table 24 citing ABS as a primary source.ABS 5302.0 December 1996, 
Table 11, Rural exports/ob are $18.445b for 1993-94. 

The situation is one of confusion, Investigating these competing estimates 
requires a more disaggregated empirical analysis as well as methodological 
discussion. Both are undertaken in this section. 

4.1 The Definitional Basis of Aggregate Estimates 

Disaggregated commodity details from the Australian national accounts for 
1993-94 (ABS 5215,0) are presented in Table 4, Sectors included have been 
extended to include further fibre processing and timber products. Exports from this 
extended set of nine industries (agriculture; forestry and fishing; food, beverage, 
tobacco, fibre2 and forest manufacturing; Ag,ff,FF2&FM)IO of 53 sectors totalled 
$17.273b in 1993-94. 

The inclusion of paper, clothing and footwear along with some other 
manufactures would appear open to challenge if this was to be taken as indicative 
of farm exports. Yet some such assumptions must lie behind ABARE estimates of 
$17.501b for farm exports (Fx) in 1993-94 (Table 3). 

Moving the point of measurement to ports sees "farm sector rural exports" rise 
to $19.019b fob (Rx) with an apparently similar product mix (Figure 2). This 
includes freight, wharf handling and like services so as to arrive at values on a fob 
basis. Such extension along the supply chain so as to value "on ship" or "on plane" 
is of questionable validity. 

There are then three main concerns: 

]0 Agriculture has been disaggreagated to 13 sectors (as opposed to 9 previously); Forestry 
and Fishing have been added; Food manufacturing has been disaggregated to 19 sectors (8 
previously); Fibre2 manufacturing is the extended set of fibre sectors, which includes some 
fibres of non farm origin; Forest manufacturing is 4 wood and paper products sectors. This 
is fully detailed in Table 4. 
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1. there are considerable doubts about the "farm" nature of many products; 
2. points of export measurement lie well past the farm gate; and 
3. variations in the extent of competing imports would need to be considered in 

interpreting the economic importance of exports. While agriculture has a low 
level of competing imports, this is not so for food and fibre manufacturing 
(Table 4). 
The definitions needed to obtain estimates of agricultural export shares of 

three·-quarters and more, the "conventional" position, are not only inconsistent but 
also manifestly inappropriate. 

4.2 Further Refutation of the "Conventional" Estimates 

A direct challenge to the "conventional" estimates is to be found in ABS 
Merchandise trade figures (5422.0, June 1994, Table 7). 1993-94 exports from 
Agriculture ll were $6.646b fob, that is "on board". The increase of $1.575b past 
farm gate value includes the cost of moving and managing from farm gate to ship 
(or plane) deck as well as some statistical adjustments. Similarly, food beverage 
and tobacco l2 exports totalled $10.347b fob, an increase of $0.748b past factory 
gate. 

As well, in OECD (1998) export shares for "agriculture,,13 are detailed for 29 
countries in 1994. Export share for Australian agriculture is 22.0 per cent of trade. 
With 1993-94 merchandise exports totalling $64b, agricultural exports would total 
$14b. This is in general agreement with the consistent estimates and further 
supports the refutation of the conventional position. 

4.3 The Basis of "Rural" Exports 

It seems that the word "rural" is the pivotal one. "Rural exports" are those that 
were "once upon a farm" but may have been since considerably transformed. 
"Rural" relates an initial product source in a commodity description based on final 
products. It has been erroneously compared to (usually raw) products passing 
"farm" gates. 

"Rural exports" as defined by the ABS (5351.0,1996 p7 for example) are 
consistent with the United Nations Standard International Trade Classification 
(SITC) Revision 3. This classificatory system has its peculiarities. "For example, 
canned fruit salad is included in rural while cotton yarn is not - both items might 
equally well have been classified to rural (on the basis of origin), or to non rural 
(due to the high proportion of value adding during subsequent processing)." (ibid) 

"Rural" under this "basis of origin" approach is indeed "once upon a farm". 

II including services: ANZSIC sectors 01, 02 

12 ANZSIC sector 21 

13 The definition of agriculture is not provided. 



Table Nine Industries as 53 Commodity Sectors, Chosen Aggregates and Ratios, 1993-94 

Commodity Sector (c) 

Code (a) 

AGRlCUL TURE 
1. Agriculture, Hunting and Trapping 
01240010 Sheep 
01240020 Wool 
01210010 Wheat 
Rem 0102 Other cereal grains 
01250010 Cattle and calves 
01300010 Whole milk 
015100 I 0 Pigs 
01410010 Poultry 
01420010 Eggs 
01610010 Sugar cane 
01110010 Plant nurseries 
01620010 Cotton (excl ginned) 
02110010 Cotton (ginned) 
02110020 Cotton seed 
01690050 Hay 
Rem 0107 Other agriculture 
Rem 0200 Services to ag 

TOT AL Agriculture 

2. Forestry and Fishing 
0300 Forestry and logging 
0400 Commercial fishing 

TOTAL Forestry and Fishi[lg 

Australian 
Production 

($m) 

654.6 
2155.7 
2209.5 
2130.4 
4040.6 
2448.0 

598.2 
925.2 
192.7 
942.6 
406.7 
641.8 
740.0 

89.3 
569.5 

3632.8 
1159.2 

23536.8 

1456.3 
2116.6 
3572.9 

1993-94 

Competing Imports 

($m) 

0.1 
25.0 

1.1 

24.9 

0.1 
439.5 

17.6 
508.3 

12.6 
71.4 
84.0 

Exports 

($m) 

128.3 
1511.3 
1622.8 
514.9 
11 1. 1 

1.2 
1.2 
0.9 
0.1 

21.7 

622.6 
30.7 

1.4 
490.8 

11.9 
5070.9 

~-~ 

41.7 
421.0 
462.7 

Share of Australian Production 

Exports 

(%) 

20% 
70% 
73% 
24% 

3% 
0% 
0% 
0% 
0% 
0% 
5% 
0% 

84% 
34% 

0% 
14% 

1% 
22% 

3% 
20% 
13% 

Net Export Position 

(0.00 

0.20 
0.70 
0.73 
0.23 
0.03 
0.00 
0.00 
0.00 
0.00 
0.00 

-0.01 
0.00 
0.84 
0.34 
0.00 
0.01 
0.00 
0.19 

0.02 
0.17 
O.U 
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Table 4 

Commodity Sector (c) 1993-94 Share of Australian Production 
Australian Competing Impol"ts Exports Exports Net Export Position Code (a) P,'oduction 

MANUF ACTURING ($m) ($m) ($m) (%) (0.00 = Balance) 

21110010 Fresh meat 5735.5 38.4 3582.5 62% 0.62 
21120010 Poultry slaughtered 1665.2 1.6 14.7 1% 0.01 
211300iO Bacon and ham 651.1 4.8 1.4 0% -0.01 
21110060 Raw hides and skins 542.4 6.1 257.7 48% 0.46 
Rem 2101 Other meat and meat products 1508.4 13.0 406.8 27% 0.26 
21210010 Liquid whole milk 1016.4 1.5 30.7 3% 0.03 
21210020 Flavoured liquid whole and skim milk 572.7 0.0 0.2 0% 0.00 
21210030 Other liquid whole milk (incl 446.3 0.0 0.2 0% 0.00 

pasteurised) 
21290060 Cheese and curd 1290.8 122.4 492.9 38% 0.29 
Rem 2102 Other dairy products 2754.2 65.8 776.3 28% 0.26 
5. Other Food Products 
2103 Fruit and vegetable products 2558.3 473.2 365.9 14% -0.04 
2104 Oils and fats 620.6 290.7 64.7 10% -0.36 
2105 Flour mill products and cereal foods 2609.9 106.0 489.9 19% 0.15 
2106 Bakery products 2608.0 107.2 37.7 1% -0.03 
2107 Confectionery 1064.3 227.8 152.4 14% -0.07 
21710010 Raw sugar 1670.7 0.9 1053.8 63% 0.63 
21730030 Lobster, crayfish 304.6 3.1 185.5 61% 0.60 
21730040 Processed seafoods 522.3 252.3 378.4 72% 0.24 ~ Rem 2108 Other food products 5058.7 744.7 782.5 15% 0.01 """i 

6. Beverages and Tobacco Products 
~ 

~ 2109 Soft drinks, cordials and syrups 1881.3 238.9 20.0 1% -0.12 
2110 Beer and malt 2281.7 33.1 129.7 6% 0.04 Q 

21 11 Wine and spirits 1406.9 324.8 369.6 26% 
0 

0.03 ~ 
~ 

2112 Tobacco products 894.8 63.8 5.5 1% -0.07 """i ::s 



1993-94 Share of Australian Production 

Code (a) 

7. Textiles 
22110010 
Rem 2201 

MANUF ACTURING 

Wool scouring 
Other textile fibres, yarns and fabrics 

2202 Textile products 
2203 Knitting mill products 
8. Clothing and Foonvear 
2204 Clothing 
2205 Footwear 
2206 Leather and leather products 
9. Wood and Wood Products 
2301 Sawmill products 
2302 Other wood products 
lOa Paper and Paper Products 

Australian Competing Imports 
Production 

($m) 

771.4 
2266.5 
1613.0 
1040.1 

3394.1 
570.3 
656.4 

2102.4 
3369.2 

($m) 

47.8 
1853.1 

757.4 
508.3 

1452.7 
673.5 
487.1 

211.6 
354.5 

Exports 

($m) 

554.1 
445.1 
164.2 
61.6 

i 54.3 
37.7 

406.5 

12.9 
96.4 

2303 Pulp, paper and paperboard 1949.2 1684.1 130.6 

2304 Paper cOrJtai!1~rs_(l.l1d~roducts 2692.9 221.8 77.0 

2100 to 2300 TOTAL Food, Fibre2 and Forest Manuf. 60090.6 11372.0 H739.4 

Of which 2100 SUBTOTAL Food, Beverages, Tobacco 39665.1 3120.1 9599.0 

2100 to 2203 SUBTOTAL Food and Fibre Manufacturing 45356.1 6286.7 10824.0 

TRADED TOTAL, all 9 Industries --- (b) 11964.3 17273.0 

Exports 

(%) 

72% 
20% 
10% 
6% 

5% 
7% 

62% 

1% 
3% 

7% 
3% 

20(% 

24% 

24% 

(a) 8 digit IOCC or four digit commodity code; rem = remainder. The nine input-output industry groupings used are italicised. 
(b) Total manufactures includes as input the values of purchases from agriculture, forestry and fishing 

Net Export Position 

(0.00 = Ba!ance) 

0.66 
-0.62 
-0.37 
-0.43 

-0.38 
-1.11 
-0.12 

-0.09 
-0.08 

-0.80 

-0.05 

0.01 

0.16 

0.10 

F1nFz&FM 

FBT 

FBT&FM 

(c) Sectors included are those in Table 2 of agriculture (commodities OlOl to 0200), food products (2101 to 2108), beverages and tobacco (2109 to 
2112) and textiles (2201 to 2203) along with forestry and logging (0300), commercial fishing ((0400), other clothing and footwear (2204 to 2207), 
and wood products including paper (230 I to 2304). 

Source: ABS 5215.0 Australian National Accounts: Input-output tables, Commodity details, 1993-94 Table 1. 
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"Farm sector" is apparently something similar. To be consistent, the conventional 
approach should also allocate many manufactures to mining since the raw products 
were "once upon a mine". It is then an organisational inconsistency for ABARE 
and others to not similarly classify mining and then find (very) high proportions of 
mine output to be exported. 

Clearly, the conventional claim that over three-quarters of agricultural output is 
exported is nonsense, empirically and methodologically. Commercial and 
government decisions that reflect this nonsense are suspect. 

4.4 :Fifty-Three Differentiated Sectors: a Disaggregated Analysis 

The disaggregation into 53 sectors reveals considerable diversity in export 
orientation across agriculture and food and fibre manufacturing. The net trade ratio 
is calculated as net exports divided by Australian production. Net importing 
sectors show negative ratios, exporters positive ratios. This ratio is used to rank 
sectors from highly traded (absolute values of 1 indicating a net trade position 
equal to domestic production) to no net trade (values of 0). 

As is evident in Table 5, the situation ranges from heavily import penetrated 
(footwear; pulp, paper and paperboard; various textiles, for example) through 
those close to trade balance (including total food, fibre and forest manufacturing) 
through to those heavily oriented to exports (such as cotton, wool, wheat). 

In aggregate, total agriculture at 0.19 net (or 0.22 gross) shows significant 
export orientation, exports of $5.1 b being countered by $0.5b of competing 
imports. Total food, fibre2 and forest manufacturing at 0.01 net is virtually in 
balance, the $11. 7b (or twenty percent) of manufacturing production exported 
being countered by a similar level ($ll.4b) of competing manufactured imports. 

The heavily export oriented sectors are of particular interest. Exports account 
for 25 percent or more of production in only twelve of the fifty three sectors. 
EXpOlis from these twelve sectors total $11.1 b which is 0.56 of their Australian 
domestic production. Details are shown in Figure 3. Individual sector production 
varies markedly in size, from $89m for cotton seed to $5736m for fresh meat while 
the export orientation increases from left to right. 

The heavily export oriented sectors are of particular interest. Exports account 
for 25 percent or more of production in only twelve of the fifty three sectors. 
Exports from these twelve sectors total $11.1 b which is 0.56 of their Australian 
domestic production. Details are shown in Figure 3. Individual sector production 
varies markedly in size, from $89m for cotton seed to $5736m for fresh meat while 
the export orientation increases from left to right. 

The first five sectors (wherein exports account for a quarter to a half of 
production) have exports of $1 964m and domestic usage of $4 221 m. The other 
seven sectors (wherein exports are more than half the value of Australian 
production) have exports of $9 133m and domestic usage of $4 455m. Exports 
totalled only $5 713m from over $40 OOOm production by the 41 sectors previously 
excluded. 
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Table 5. Net Trade Position of 53 Agricultural, Food and Fibre Sectors, 1993-94. 
"" =~ """'W"'WT~~ ~ ~~""'" m"~ 

Heavily 
Import 

Penetrated 

Significant to Some 
Import Penetration 

At Balance 
Some to 

Significant 
Export 

Orientation 

Heavily 
Export 

Oriented 

-0.49 to -0.25 -0.24 to -0.02 -0.019 to 0.019 0.02 to 0.24 0.25 to 0.49 

Knitting mill 
products 

Clothing 

Textile 

Leather and leather 
products 

Soft drinks, cordials 
and syrups 

Sawmill products 

Plant nurseries 
Forestry and 
logging 

Other dairy 
products 

Other meat 
Bacon and ham Cattle and calves and meat 

products 

Services to ag Liquid whole milk Cheese and 
curd 

Oils and fats Other wood products Whole milk Wine and spirits Cotton seed 

Confectionery 

Tobacco products 

Cotton (excl 
ginned) 

Sugar cane 

--------------

Beer and malt 

Flour mill 
products and 
cereal foods 

Paper containers and Flavoured liquid Commercial 
-0.74 to -0.50 hId k' products woe an s 1m fishing 

Other textile 
fibres, yarns 
and fabrics 

Fruit and vegetable 
products 

milk 

Other liquid TOTAL 
whole milk (incl agriculture 
pasteurised) 

--------------------------------------------

Bakery products Poultry Sheep 

Pigs Other cereal 
grams 

Raw hides and 
skins 

0.50 to 0.74 

Lobster, 
crayfish 

Fresh meat 

Raw sugar 
---~-----------------------~~~------------.~"~ 

-1 to -0.75 

Pulp, paper 
and paperboard 

Hay 

Eggs 

TOTAL food, 
fibre2 and forest 
Manufacturing 

Processed Wool scouring 
seafoods 

Wool 

Wheat 

-------~--------------~--- ---------------------------------------------------

Other food 

< - I Poultry .075 to 1.0 
most slaughtered most export 

oriented 

Footwear Residual Cotton 
agriculture (ginned) 

Source: Calculations using data from ABS 5215.0 ] 993-94, Table 1. 
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6000 

5000 

'000 

Sectors exportIng a quarter or more of productIon 

IFigure 3. Australian Food and Fibre Sectors Exporting a Quarter or More of Production, 
$m, 1993-94. 

Source. ABS 5215.0, 1993-94 

Sectors taken individually reveal diverse export orientation. Most are close to 
balance with only a dozen exporting more than a quarter of the value of their 
production. Aggregated, agriculture as well as food and fibre manufacturing export 
less than a quarter of the value of production. 

Sectors taken individually reveal diverse export orientation. Most are close to 
balance with only a dozen exporting more than a quarter of the value of their 
production. Aggregated, agriculture as well as food and fibre manufacturing export 
less than a qualier of the value of production. 

Yet Ministers in this and previous governments, ABARE and various others 
contend that exports dominate and posit a position of high external dependency as 
a result. It is in definitions and the reference points chosen for comparison that the 
essential differences lie. 

4.4 Consolidation 

The pattern of sales from farm-gate-on can be considered as in Figure 4. Such a 
diagram structures and consolidates the earlier discussions. 

Key aspects include: 
III Agriculture (Ag) is shown as selling directly to four main sectors: food, fibre2 

and forest manufacturing (53 per cent of output); Australian consumers (11 per 
cent); overseas purchasers (22 per cent); and other users (14 per cent, including 
others in the sector itselfI4

). 

14 Powell (pers comm) has noted if the sector is made net of intra-sectoral purchases (Ag 
production then totalling $21.1 b) the export proportion does rise, but still only to 24 
percent. 
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valued at farm gate 
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. - .. $5.071 b A9.1 from farm ... + $1.564b ... onto ship 

(22% of Ag production) iI>-

valued at factory door 

Transport, 
margins, 
adjustment~.etc, B 

Food, fibre2 & forest manuf 
FF2&FM $60.091b 

from factory ... + $1.6191b ... onto ship 

----------=------------------=~ 
$3.515b 

i 

i-".-----------'! $11.739b fF 2&FM x1 

(20% of production) 

.552b 

$26.800b 
r-Ot~sers ., 
! (including others in 

source sector itself) 

u~tralianf?J!1sumptiorl,(rlouseh()ld~ltGoyel]r:!1en,taDd~~ -IN 

b:ofa.tota~:con::;u m:pti6i\':?n3ppr6xirr1ateIYl$~Oh~ (iry?"~JD 

BASIS: PRODUCTION ACCOUNTS 
Valued at Basic prices with ex-farm and ex-factory exports valued leaving establishment. 
Australian National Accounts 
ASS 5209.0 and 5215.0 using ANZSIC (industry of origin basis) 

Exports 
valued on board 
~~~ 

$6.635b 
A91. 

On ships 
and planes 

(fob, ex 
Australia) 

$13358b 
FF2&FM x 

Total X 
$19.993b 

Differences due to different classifications 
X-ABSRx =$1.5481b. 
X - ABARE Rx ::: $0.974b 
ABARE Rx - ABS Rx ::: $0.574b 

Overly comprehensive nature of FF2&FM is evident. 
Alternatives F8Tx = $10.324b and F&FMx = $12.529b 
yielding X of $16,959b and $19.164b 

Agx Ff2&FMx BASIS: TRADE ACCOUNTS 
Valued on board using SITe Rev 3 
Balance of payments ABS 5302.0 
and Merchandise trade ABS 5422,0 
Fx and Rx BASIS: see section 3. 
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@ Food, fibre2 and forest manufacturing (FF2&FM) is shown as selling to three 
sectors: Australian consumers (45 per cent); overseas purchasers (20 per cent); 
and "other users" now including agriculture (35 per cent). 

~ Additional costs incurred from farm gate to port and onto ship and plane allow 
free on board (fob) calculations which indicate the "on ship" or "on plane" cost 
to purchasers. The agricultural component Agx at $6.635b and the processed 
component FF 2&FMx at $13.35 8b total to a raw and processed exports, X, of 
$19.993b.This estimate X can be compared to the two "rural" export estimates, 
Rx. Differences arise from the classifications used. The overly comprehensive 
nature of sector FF2&FM (as discussed earlier) is evident. Using alternative 
groupings such as FBT or F &FM total X down from $19.993b to $16.959b and 
$19.164b respectively. Clearly some consistency with an agreed, acceptable 
classification is needed. 
The error in the conventional overstatement of export importance is apparent: 

® ABAf·(E and most others compare Fx to Ag. 
'® Still others alternately compare R, to Ag. 
® The correct approach would be the consistent one: compare Agxl to Ag and 

FF2&FMx1 to FF2&FM (or some lesser set of manufactures). These yield the 
empirical estimates discussed earlier. Raw and processed agricultural exports 
are each less than a quarter of the value of production. 
The error in the conventional over-estimates is a methodological one that 

should be corrected as a matter of urgency. 

4.5 Contrasting Methods of Estimation 

The "conventional" position as to the dOfninance of exports rests upon these 
assumptions: 
~ an extremely extensive definition of "rural" exports 
@ a valuation of processed goods for export at factory gate, after value adding 

production has occurred 
® a comparison with unprocessed goods valued at farm gate 
iii) a preference for a single aggregate "farm product" rather than a recognition of 

product and sectoral diversity. 
Individually the appropriateness of each of these is arguable. Taken together 

they provide a flawed image and erroneous estimates. 
The comparison is between markedly dissimilar product sets valued at different 

points along the production chain. Such a ratio of values of exported bottled 
produce, processed meats and like manufactures to Jive animals, grains and other 
unprocessed products is more an arbitrary measure and mathematical curiosity 
than a useful economic indicator. Including freight to ports and handling therein 
exports approach 100 percent of farm output. 

The contention that ABARE (and similar) estimates and the "conventional" 
position are in error has thus been demonstrated both empirically and 
methodologically. A summary is provided in Table 6. 
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Table 6. Contrasting National Account "Consistent" and ABARE "Conventional" 
Estimates 

.~--,---------------------=--------------~-----------,~--=-~----------

Methodological 
basis 

National Account 
"Consistent" 

Empirical estimate on historical 
figures using standard SNA 
interpretations 

---------------------------

Estimate [om1 
Within-sector for each sector. 
Comparison of likes. 
Aggregate objects consistent. 

Estimator Shares of sector final demand 

Aggregate 
empirical estimates 77% min domestic 
of market share 23% max export 
(1993-4) 

Note. SNA, System of National Accounts 

ABARE "Conventional" 

Empirical estimates on historical 
figures using non-standard 
interpretations. 

Between "Fann sector" and "[ann". 
Comparison of un likes. 
Aggregate objects inconsistent. 

Ratio of value of either "Fann 
sector" or "Rural" composite to 
"product" value at fann gate. 

26% domestic 
74% export 

Table 7, Contrasting the "Consistent" and "Conventional" Positions 

Likely market 
focus 

"Consistent" 

Domestic market primary. 
Exports as supplementary. 

"Conventional" ._----
Exports primary. 
Domestic markets minor ("tiny"), 
and declining. 

Policy Local importance. External dependence. 
predisposition Apparently favours more locally Apparently favours more 
_______ e_x-'p_o_s_e_d_c_o_m-'p_o_n_e_n_t_s._. ______ ~xtemall):: exposed components. 

Strategic 
orientation 

Sectoral 
orientation 

Dynamic 
orientation 

Sectors as servicing dual markets. Sectors as Price takers. 
Worth succeeding at home and Overseas conditions of scarcity to 
abroad. be cost-efficientlv met. 

Differentiated sectors variously 
engaged locally and overseas. 

Need for 
competitiveness 
sector. 

-"-- ----
international 

whatever the 

Build on strengths, particularly via Meet the market, particularly via 
incremental developments. productivity gains. Inevitable 

_____ . _____ C_a_s_t_Ja_lt_ie_s_a_m_o_n-""'g'-st_t_h_e_i_ll_-_ad_a ..... p_t_e_d_. __ ca __ s_l_la_lt_ie_s_an_1_0_n..:.,g,-s_t _th_e_in_e_ffi_l_c_ie_n_t._ 

Likely 
negotiating 

_~references 

Likely 
negotiating 
perception 

Domestic market access valuable. 
External markets varyingly useful. 

The world's nth biggest national 
market amongst various other 
national markets. 

Domestic market access tradeable. 

A small player in global markets 
needing to negotiate so as to "even 
up the odds". 

Notes: The "consistent" position has been interpreted more in a pluralist manner, the "conventional" 
more in a globalist one. This is something of a natural fit yet neither the pluralist nor the 
globalist need not adopt all the orientations or preferences indicated. 
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5. ATTENDANT ERRORS IN THE CONVENTIONAL WISDOM 

Two distinct positions arise from such markedly different views of Australian 
agriculture. These may be conveniently called the "consistent" and the 
"conventional" positions. While they remain fundamentally informed by the earlier 
estimates of market shares, the full position involves further interpretation and 
elaboration. 

A development of these two positions is detailed in Table 7. That the 
conventional position is seriously flawed conceptually as well as empirically and 
methodologically is explored elsewhere (McGovern forthcoming). For the moment 
it is simply noted that current Australian economic policy appears conventionally 
informed and so rests upon an inconsistent foundation. 

Such a development indicates contrasting approaches that are likely to follow 
from the alternative empirical foundations detailed in the previous sections. Thus 
questions of empirical accuracy intertwine with those of analytical validity and 
policy adequacy. Important as it is, an investigation of such questions lies beyond 
this paper. 

6. CONCLUSION 

Not knowing to whom you are selling is probably one of the greatest 
commercial mistakes that an industry could make. This will be compounded if 
government acts when similarly misinformed. It has been established that such is 
the case with Australian agriculture. 

At the root of the problem is flawed analysis. Essentially, "un likes" are 
inappropriately compared. Also the different methodological bases of sectoral and 
trade accounts appear unrecognised. These mistakes open the way for errors and 
fanciful estimates. Analysis inadequately based will be deeply flawed. Policy so 
informed will be suspect. 

Developments detailed in this paper include: 

@ Consistently estimated, agricultural exports account for less than a quarter of 
Australian production. Claims of exports accounting for three-quarters of farm 
mcome are wrong. 

@ There is considerable diversity as to the importance of exports to Australian 
"agricultural" sectors. Net exports exceed half of production in only seven of 
53 disaggregated sectors. 

@ A "consistent" empirical statement as to the export position of Australian 
agriculture as presented by the author has been contested by representatives of 
the Department of Primary Industries and Energy, the Department of Foreign 
Affairs and Trade, National Farmers Federation and other organisations. The 
investigation reported here demonstrates that it is their "conventional" analysis 
that is in serious error. 

® Industry positions and policies built upon such "conventional" foundations will 
be flawed. Adequate, informed responses are needed from relevant 
organisations. 



On the Unimportance of Exports to Australian Agriculture 251 

Such developments challenge core policy stances and beliefs about the benefits 
from agricultural trade liberalisation. 

It is not only these challenges that should be investigated. This current question 
of export importance is but one of five serious flaws identified so far in the 
foundations of current conventional wisdoms associated with agriculture and the 
economy in Australia. 

There is an urgent need for a revitalised research agenda. Fundamental 
questions need to be competently addressed. Serious attention, careful, expert 
research and critical review are needed. Organisational reforms also appear 
necessary. 

An encompassing issue is: How can more adequate analysis and properly 
informed usage be encouraged? Adequate peer and informed media review have 
clearly not occurred. Developmental dialogue appears effectively absent. Instead 
inaccuracies have been allowed to prosper unchallenged. Sadly, approaches over 
several years seeking to discuss these findings with the relevant agencies and 
organisations have been in vain to date, except for the notable case of the 
Australian Bureau of Statistics whose staff have shown a strong and most 
professional interest. 

At first glance it seems surprising that such major misunderstanding should 
have persisted. The apparent lack of critical appreciation of such a fundamental 
aspect of Australian agriculture highlights a serious shortcoming in the analytical 
and policy communities. It appears to be in all our interests to remedy such a 
situation. 
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Party's Treasury and Economic Committee. Back row: Kevin Toivonen (ABS Canberra), Rod Jensen (Emeritus 
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beef producer and Queensland National Party Representative). Missing is Emeritus Professor of Economics with 
the University of Queensland, Ted Kolsen (Emeritus Professor of Economics, University of Queensland) who also 
attended the meeting. 
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Minutes of Meeting 
The following is a record of the Production Destination Committee's meeting held at 
Customs House at 399 Queen Street in Brisbane on Tuesday 9th May 2000 from 9:30 to 
12:30. The results of the deliberations of the committee shall be known as the Customs 
House Agreement. 

ATTENDEES 

Chairman: 
.. Mr R Walton (Zone Vice President) 
Committee Members: 
.. Mr D Jeremy (Branch member, Chinchilla) 
.. Mr M Mazzanti (Secretary, Oakey Branch) 
.. Mr R Mitsdorffer (Chairman Treasury & Economics Committee) 

Special Knowledge Advisers to the Committee: 
$ Emeritus Prof R Jensen (University of Queensland) 
• Emeritus Prof T Kolsen (University of Queensland; left before meeting ended) 
• Dr M McGovern (School of Marketing and International Business, Queensland 

University of Technology) 
• Associate Prof G West (University of Queensland) 

Australian Bureau of Statistics (ABS) 
• Mr I Bobbin (Director Agriculture, Mining and Manufacturing Section) 
• Mr K Donovan (Input/ Output section) 
• Mr K Toivonen (Agricultural Statistics Division) 
• Mr J Williamson (Agriculture, Mining and Manufacturing Section) 

Miles Noller, editor The Rural Weekly attended later. 

Apologies: 
Honourable R Katter, State President T Bolger, B Green, G Dalton QFF. 
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B. Chairman's Introduction 

1. The meeting was convened to reconcile the findings of the study by Dr McGovern 
as reported in the journal article "On the Unimportance of Exports to Australian 
Agriculture" with the views of internationally recognised academics in the field and 
relevant sections of the Australian Bureau of Statistics (ABS). 

2. The Chairman pOinted to the numerous unsuccessful attempts by Dr McGovern to 
gain recognition for his research from relevant Government agencies, such as the 
Department of Foreign Affairs and Trade (DFAT), ABARE and agricultural 
organisations such as NFF. 

3. The Chairman reiterated the rationale for the formation of the committee as 
seeking a common approach for the calculation of agricultural exports. The 
Queensland Nationals committee for establishing a common approach was created 
by Annual Conference in 1999 (resolution 90) and ratified by the Management 
Committee in 1999. The committee is due to report back to State Conference in 
July 2000. 

4. The Chairman highlighted a conversation on the topic of the proportions of 
agricultural exports by Mr Mitsdorffer with The Hon Mr Vaile, Minister for Trade, in 
Surfers Paradise in March 2000. When reporting this conversation Mr Mitsdorffer 
said 'We had quiet a solid conversation and I pOinted out to him it was an insult to 
his and my intelligence when one group says one thing and DFAT another". Mr 
Mitsdorffer indicated he wanted to develop a common position and stop playing cat 
and mouse The chairman agreed with the sentiments of Mr Mitsdorffer. 

5. The Chairman then quoted a comment made by the State President of NPA-Q, 
Terry Bolger, who on 29th March said "We must continue to be sure we are 
comparing apples with apples ... Once the apples and oranges are sorted then and 
only then can we see the true picture". 

6. Finally, the Chairman quoted Kol Toivonen who said on the phone one day "ABS are 
not interested in starting from a position of belief and moulding numbers to 
conform. This would not happen at ABS." 

7. In completing his introduction the chairman said to the meeting we simply needed 
to know which portion was exported and which was consumed domestically and it 
could simply not be that both 80 per cent and 22 per cent could be correct. He then 
handed over to Dr McGovern 

C. Discussion of Dr McGoverns paper and findings 

1. Dr McGovern distributed copies of his published research paper (attachment 1) "On 
the Unimportance of Exports to Australian Agriculture" Australasian Journal of 
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Regional Studies 5(2) December 1999. An earlier version was published as a 
working paper and distributed in 1997 and subsequently, after referring briefly to 
the background and expressing thanks to those in attendance at the meeting, he 
spoke to the paper. 

2. Pointed to alternative definitions and the need for reconciliation. 

3. Referred to Table 4 (page 247) showing that 22% of Ag production was exported in 
1993/94, the latest year for which complete figures are available. 

4. Indicated how Food, fibre2 and forest Manufacturing (FF2&FM) uses Ag products 
extensively (53% of Ag output flows into FF2&FM). FF2&FM exports 20% of its 
production. 

5. Discussed the situation when 53 disaggregated sectors were used (page 244). 
Only 7 had exports exceeding 50% of output. 

6. Indicated that the aggregated export situation of around a quarter of output 
exported appeared to have been essentially unchanged for 30 years or so. 

7. Re-iterated that Australian Agriculture as a whole directly exports 22% of 
agricultural produce at farm gate value for the reference year 93/94. This view was 
from analysis of ABS publications, the method being detailed in the paper. 

8. The ABS clearly and specifically did not dispute the figure. 

9. Stressed that exports of the value added products with agricultural inputs do not 
significantly change the export figure. 

10. Explained the reason for choosing the title of his research paper as pointing to the 
large discrepancy of export percentages in his research (22%), DFAT (66%) and 
ABARE (80%). 

11. Dr McGovern provided two handouts titled "Additional Notes on methods of 
"export" estimation." (Attachment 2) and "the Basis of the four approaches" 
(Attachment 3) and talked to these. 

12. Prof Kolsen indicated the importance of the indicated bounds on DFAT estimates. 
The prospect for nonsense from the DFAT approach was apparent. 

D. Discussion lead by ASS 

The ABS 
1. presented their report, handing out to the meeting two papers, First page 752/ 753 

and 754 of The Year Book Australia 2000 (attachment 4) and second 'How do we 
use 1-0 tables to answer the question; What is the proportion of Australia's 
agricultural production exported? (Attachment 5) They presented one approach to 
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calculate the proportion of agricultural exports based on total requirement 
coefficients. 

2. Pointed out that the Input-Output Section's primary role is to provide the statistical 
tools for analysis and not to undertake the actual analysis. 

3. Indicated RURAL was not a term ABS defined, "we use agricultural". 

4. Broadly agreed with Dr McGovern's research. 

5. Agreed the real proportion of agricultural exports as indicated by Dr McGovern's 
research as self evident and well known for some time. 

6. Agreed that direct exports were 22% of the gross value of production for the 
reference year 93/94. 

7. Agreed that a solid case exists to suggest that only first round flow on effects 
should contribute to the estimate of agricultural exports (Dr McGovern and 
Associate Professor Guy West questioned the need to include any flow on effects at 
all). 

8. Agreed that direct exports and the first round roughly accounted for about 25% of 
exports, or an additional 3 percentage pOints from the first round. 

9. Specifically did not dispute the findings by the former head of the ABS Input/Output 
section, Dr Annette Barbetti, that Dr McGovern's research was sound. 

10. Stressed that the transfer of Dr Barbetti to another section of the ABS was 
unrelated to the current debate and was to their knowledge not politically 
associated. 

11. Agreed that exports would be overstated ifthe denominators were too low. 

12. Agreed that inclusion of agricultural exports in mining exports served no useful 
purpose. 

13. Explained that backyard production and 'people catching their own fish' had not 
been included in agricultural production to obtain a 'better or higher figure'. 

14. Agreed that the calculation of export percentages may (or may not) have been 
intentionally misinterpreted by other government agencies, for their own purposes. 

15. Agreed that the ABARE and NFF (80%) export figure has no basis of fact. Further 
that the current DFAT figures underlying assumptions are questionable and 
problematic and not what ABS would arrive at using accepted methods. 

16. Stressed that ABS statistics were free from political interference and ABS would 
leave it to its clients to interpret data while providing any assistance required. 
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17. Recognised that some minor issues needed to be resolved. 

18. The ABS advised that a special article would be published by the ABS in the 
October issue of the Agriculture statistics compendium publication 'Agriculture 
Australia'. Dr McGovern would be invited to comment on the paper before its 
publication. 

D. Concluding comments 

The Special Advisers (collectively) 
1. Pointed to the potential difficulty of the use of output multipliers by the ABS. 

Output-Multipliers lead to double counting, and could in some circumstances result 
in exports that exceed total production. 

2. Demonstrated that the absolute boundary conditions for the proportions of 
agricultural exports must lie between 22% and 36.4%. 

3. Stressed that the findings of Dr McGovern's research were self-evident. 

4. Congratulated Dr McGovern for the quality of his research and for making the facts 
publicly known and commended him for his contribution to the acquisition of 
knowledge for the benefit of policy makers and the Australian Nation. 

The Chairman thanked all participants attending the meeting and stressed that Australian 
Farmers and the Australian Nation would be the beneficiary of the findings of the 
committee. He also reiterated that particular credit was to due to Dr McGovern. 

The meeting concluded with the recognition by all participants that that a seemingly 
complex issue had been resolved, common understanding by all participants had been 
achieved and that no Significant areas of conflict remained. 

The meeting was then closed with most attending for lunch. 

R Mitsdorffer, Meeting Secretary 
(rmit@powerup.com.au) 
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The Customs House Agreement 

Agricultural Production Destination Committee 
Queensland Nationals 

9 May 2000 

Those involved in the historic Customs House Meeting in Brisbane, are front row (from left): 
Kevin Donovan (ABS Canberra), Mark Mazzanti (Darling Downs Pork Producer, and National Party 
Representative), Rowell Walton (Condamine Grain Grower, and chairman of the National Party Agriculture 
Production Destination Committee) and Rolf Mitsdorffer (economist and chairman of the Queensland National 
Party's Treasury and Economic Committee. Back row: Kevin Toivonen (ABS Canberra), Rod Jensen (Emeritus 
Professor of Economics, University of Queensland), Jim Williamson (ABS Canberra), Ian Bobbin (ABS 
Canberra), Dr Mark McGovern (Queensland University of Technology School of Marketing and International 
Business), Guy West (Associate Professor of Economics. University Of Queensland; and Dick Jeremy (Chinchilla 
beef producer and Queensland National Party Representative). Missing is Emeritus Professor of Economics with 
the University of Queensland, Ted Kolsen (Emeritus Professor of Economics, University of Queensland) who also 
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