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Preface

By way of introduction, perhaps it would be of interest to refer briefly
to the important role which primary products have played in the development
of Australia.

The first immirrants arrived in Australia from England in 1786, but the
crops that were planted in the early years were barely sufficient for the sub-
sistence of the small population whilst exploration and development of the new
country was taking place, After the settlement had become established on a
permanent basis, it was realised that Australia had almost unlimited land which
could be developed into a flourishing agricultural industry to provide the
foundation of aconomic growth,

The range of @limates in Australia enabled = wide variety of primary pro-
ducts to be produced. Initially it was the suitability of the country for
growing wool which was exploited most successfully and this formed the basis
of a growing export trade. The ships brought out from Bngland the goode which
were not produced in Australia and returned with cargoes of wool to supply
the ever-inéreasing demands of the mills in Burope,

As Australia grew in bopulation and developei its agricultural resources,
ite export income was almost entirely derived from the sale of surplis primary
products. This hasbeen a traditional feature of the Australian economy although
in recent years exports of minerale und manufactured goode have made an
increasing contribution to overseas earnings. Today, Australia has a popula-
tion cf over 12,500,000 and the value of its export income from agriculture is
in the viocinity of A$2,000,000,000 per annum,

t _of the Canned Fruits Industry 1
The availability of irrigation led to the ocreation of large and prosperous

fruitgrowing areas in the Goulbum Valley (in Victoria), the Murrumbidges
Irrigation Area (in New South Wales) and the lfurrey Valley (in fouth Australia).

It war during the 1914~18 World War, whan the orchards came into full
bearing, that it first becane apparent that the domestic market was not large
enough to absord the additional fruit available, As this was wartime, it was
not practicable for the surplus to be exported.
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After the Vlar, as part of its repatriation policy, the Government er-
couraged ex-servicemen.to settle on ‘he land and this led to the planting of
a large number of new orchards. As these trees reached bearing age, the indue-
try was in a serious state of over-production and co-operative canneries were
established in the fruitgrowing districts to provide fruitgrowers with outlets

for their crops.,

In these years, the GCovernment financed fruit pools for the purchase,
manufacture and sale of fruit suitable for canning. This was done at the re-
quest of fruligrowers because canners had refused to 1ake the whole of the
crop offered, claiming that the high cost of labour, suz~ar and tinplate nade
it unprofitable for canned fruit to be exported at rulin s world prices. Under
the pooling arrangements, the canners paid growers a nominated price for
their fruit but, unfortunately, the canned fruit was sold overseas at low
prices, resulting &n a substantial loss to the yool.

The Government then decided to aseist the indusiry by means of production
and export bounties on the condition that the fruitgrowers were paid a fair
price for their fruit. All these measures were costing the Jovernment a con-
siderable amount of money and it eventually demanded that ths industry should
be organised on a sound basis, |

The unsatisfactory economic position of the industry was basically due to
the fact that production had overtaken the capacity of the domestic market and
cahneries would not process all the available fruit bLecause there was an
absence of permanent export markets for the surplus and world prices for
canned fruits were declining.

It is generally accepted that, where the domestic price is different from
the export price, sellers will favour the market with the higher price. This
market tends to become over-supplied with the result tha* the higher price
will tend to fall to the price level in the other market. Thus there is a need
for the orderly marketing of the exportable surplus so as tc obtain the best
prioces overseas and maintain firm prices on the domestic market.

Unfortunately, the industry was not organised to improve its situation by

drawing upon the experience gained in previous years. In overseas markets,
intividual Australian exporters were selling in competition not only with
each other but also the importers handling canned fruits fror other countries.




-3 -

By selling in isolation, these exporters were often congesting the market and
placing themselves in a weak bargaining position with buyers. The disposal
protlems for some brands were aggravated when continuity of supply could not
be assured or there was a lack of uniformity of quality.

Because of the need for an improvement in the methods of distribution, and
the lack of market research and effective advertising, exporters were not
exploiting the full potential of overseas markets for canned fruits. It wase
apparent to those concerned about the future welfare of the industry that there
was an urgent need for oo—operatibn among exporters especially as production
was expanding and this would inorease the surplus to be exported.

Establishment of the Joard

Eventually, the organisations representing fruitgrowers and processors
requested the Commonwealth Government 1o establish an Export Control Board with
statutory pmr to control the export of canned fruits and to develop overseas
narkeis.

It was considered that such a Board would have the authority and status
to obtain increased returms for the industry by co-ordinating the marketing
sotivities of individual exporters. The introduction of orderly marketing
overseas was expected to eliminate intoernecine competition among Australian
exporters whereas the cxpmiaion of export outlete was expected to restere
stability to the domestic market,

It was foreseen that the establishment of the Board would enhance
Australia's overseas reputation as an exporter, and that the projected increase
in exports would make a valuable contribution to overseas earnings. It was
also anticipated that the Board would be able to improve the quality of canned
fruit being exported by spomsoring the introduction of regulations prescribing
standards for the processing, grading and packing of the product.

Previously, the Commonwealth Oov‘mmtnt had established Rxport Control
Boards for the mrkoting of dairy produce and dried fruits and it was largely
due to the success of these Boards that legislatior was introduced in 1926
to create the Canned Fruits Control Board to regulate and promote the sale
of canned fruits in overseas markets,
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Perhaps it should be explained that the Jurisdiction of the Commonwealth
Government is limited by the iustralian Constitution to overseas trade and
therefore the powers of Australian Marketing Boards established under Common-
wealth legislation are limited to export control. The Commonwealth Government
is unable to regulate interstate or intrastate trade, the latter being the
prerogative of the various State Governments.

It is noteworthy that provieion was made for = poll of fruit processors
%o be held to determine whether they were in favour of the Act. The poll .
resulted in the majority voting in favour of the Act being brought into
operation,

The Canned Fruite Control Board held its first meeting in January 1927,

Barly Problems

For several years, the Government provided assistance to the industry Yy
the payment of bounties on peaches exported to the United Kingdom which was the
world's largest importer of canned fruits. The canners contended that, unless
& subsidy was paid, it was unprofitable to export ‘canned fruit to the United

Kingdom,

The London market was weak, due to ovei-snpply, and the prices being
offered were below the Austrelian cost of production. Héwover, the Board ocon-
sidered that the oxportable surplus should continue to be sent to the United
Kingdom to prevent Australian canned fruit disappearing from that market,

The industry was not in a position to meet the losses on exports because
the domestic market, which was already overstooked, would not bear an increase
in prioes nor ocould the fruitgrowers afford to acoept a lower price for their
fruit,

During the depression years, the production of camned fruit ocomtinmued to
inorease but world prioes were very low and oonsignment stocks had to be sold
under distress. However, this was largely responeible for the development of
nev markets, an important aspect of the Board's sotivities in the ensuing
decade. During this period, the wordd market for canned fruite expanded greatly
and prices improved, with the result that Australian exports doubled between
1931 and 1938,
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In August 1937 the name of the Board was changed from the Canned Fruits
Control Board to the Australian Canned Fruits DBoard.

Post-War Developmentis

The Australian canned fruits indusiry endured a depressed period during
the 1939-1945 World War when the crxport tradc was disruipted but since then it
has made tremendous advances in increasing its production capacity and export
sales,

‘When normal trade was resumed after the War, there was a strong demand
for canned fruits because all countries importing canned fruits were short of
stooks, Australia was the principal supplier of canned fruits to the United
Kingdom, where distribution was controlled by the Covernment until 1954,
Bxport prices were considerably higher than domestic prices and the industry
enjoyed new prosperity.

This encouraged the planting of new orchards because canners werc in a
position to pay higher prices for their fruit., It is significant that the
prices paid for canning peaches rose from £16 to £56 per long ton between
1947 and 1956. Horticultural research also played its part in the production
boom, and yields per acre inoreased dramatically.

However, South African production was also rising rapidly and thc resump-
tion of Californian exporte exerted a steadying influence on export pf{ces.
This, in turn, led to a reduction in the prices being paid to fruitgrowers for
their fruit, The industry therefore devoted its attention to expanding the
domestic mar<et and developing new cversess markets. .ontinental Furope was
a market of increasing importanoce.

A setback was suffered in 1956, when half the peach treee in Victoria had
to be removed as the result of disastrous floods. In subsequent years, there
were heavy plantings to compensate for these losses,

, In 1963 the Australian Canned Pruits Board wae reconstituted and given
wider powers under the Canned Pruits Export Marketing Act. On this occasion
a poll was not taken but overwhelming support from representative industry
organisations was demonstrated to the Govermment before the legislation was
introduced to Parlisment.
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From 1964 to 1970 the Australian canned fruits industry has cxperienced
another period of expansion with total production increasing by about 45 per
cent in this period. Although there was a steady growth in the domestic
market, it was the overseas markets which absorbed most of the increase in
production,

Canned Pineagglea

Prior to 1925 domestic consumption absorbed the total production of canned
pineapples in Australia and therec was little interest in the export trde,
Thus, pineapples were not included among the canned fruits brought under the
control of the Board when it was established in 1926 although provision was
made for other varieties (including pineapplec) to be controlled later.

Local demand declined under the competition from other varieties of
canned fruit and consequently from 1930-32 a small quantity of canned pine-
apples was exported, mostly to Canada. The rapid growth of competition, parti-
oularly from countries with low production costs, soon made this market
unattractive. It then became necessary to look to the United Kingdom market,
where canned pineapple was the most popular varie”ty of ca.nned fruit imported,
for disposal of the exportable surplus,

Some ocanners, who were exporting both canned deciduocue fruits and pine-
apples %0.the United Kingdom, were able to give price concessions to buyers by
offorﬁq at low prices the canned pineapples which were not controlled by the
Beard. Therefore, in December 1932, the Board agreed to the request by pine-
apple intercsts that the export of canned pineapples siould be brought under
the jurisdiction of the Board because the oontrol of pineapples was expected
to stabilise export prices for all varieiies of canned fruits. The membership
of the Board was enlarged to include a representative of the pineapple industry.

After the 1939-45 World War there was a heavy demand in overseas markets
for canned pineapples and canners therefore concentrated on exports for the
disposal of their produotion, the prices obtained being more attractive than
those in the domestic market. In 1954 the export markets weakened as the
result of ocompetition from other supplying countries and the increasing popu-
larity of other varieties of canned fruits, Consequently, as the overseas
markets beocame overstocked, export prices declined rapidly.




The industry then diverted its attention to the domestic markot where
réaliaations were more favourable, particularly as other canned fruits were
still in short supply. Since 1957 the domestic market has been the principal
outlet for canned pineapples and the surplus is exported as opportunitics avice,
mostly to the United Kingdum and .anada. It is not envisaged ilat a simifi-
cant increase in exports will take vlace unlees therc is a substantizl rirc

in the lovel of prices being paid by importing countries.

A ballot of all pineapple growere in Queensland resulted in the introcuc-
tion of a Rationalisation Plan for the pineapple industry in December 1)6&,
Under this Plan a No. 1 Pool was established to cover domestic market requiro-
ments of canned pineapples plus a moderate quantity for export. Production in
excess of this quantity is allocated to the No. 2 Pool. Growers ara paid a
satisfactory pricq for their deliveries to No., I Pool but the price paid for
deliveriee to No, 2 Pool is dependent upon the actual avoerage return receivod
from exports,

The importance of thie Plan can bc meacured by the fact that in Australia
all pineapples are grown and canned in Yueensland with the cxcoption of 2 small
quantity grown in northern New Snuth Wales, The smooth (ayunne is the most
popular variety and this is sold on the frosh markot, in addition to being
canned as slices, pieces or crushed.

In 1969, 48,29G,000 plants were grown, from which about 97,500 tons were
’W, the quantity processed by canneries being about 80,000 tons. The
level of production varies with climatic conditions but it is possiblec to grow
two crops of pineapple each year anc this onables proc.ssing to ve almost
oontinucus throughout the year.

Tropioal Fruit Salad is a mixture of pineapple, papam, banans and/or
'puumf‘mtt, with orange juiocs, but the production of this pack is restricted
" due to the limited availability of suitable papaw. Another important avenue
for the disposal of pineapples is the market for oanned pineapple juice and
blended drinke which are finding increasing popularity,

The foregoing has been a brief examination of the development of tho
Australian canned fruite industry, the conditions ieading to the establishment
of the Australian Canned Fruits Board and the state of the industry today.




It is now appropriate that attention should be given to the present nature
of the Board and its activities, especially in regard to the regulation of

overseas marketing and the promotion of gsales of Australian canned fruits in
overseas markets.

Although this will deal with Australian canned deciduous fruits principally,
it is believed that the Board's experience in the export marketing of thege
products will be of value to the representatives at the Mesting who are con-
cerned with the marketing of the processed tropical fruits and vegetables u-der
study.

W_of the Board

The present composition of the Australian Canned Fruits Board is as
follows:

Canned Deciduous Fruite: 3 representatives of Co-operative canneries
3 representatives of other canneries
Canned pPineapple products; 1 representative of canneries producing

canned pineapples or canned pineapple juice
(These seven members are *lected by a formal poil)

drowers of ocanning apriocots, 3 representatives who are noninutod by the
peaches and peare: Australian Canning Fruitgrowers' Amoiu@ien
Commonwealth Govermment; 1 representative appointed by the Ninister

for Primary Indugtx-y.

It will be noted that the Board is fully representative of the industry
and should not he regarded as an agoncy of the Government. Althouwgh canners

The Goverment Tepresentative is usually a genior Government offioial
with an intimate knowledge of the industry's operations and he is in a poeition
to interpret Goverraent policy as well as advige on the co-ordination of the
BJoard's activities with those of other Narketing Boards.

The Chairean of the Board is appointed by the Board members, subjeot to
She approval of the Ninister for Primary Industry, but it is not essential for
hin to e one of the eleven members mentioned above,
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All 3oard members, including the Chairman, hold otfice for n torm of three
years but are then eligible for re-appointment. They are entitled to feee fer
attendance at Board meetings, in addition to the reimbursement of travelling
expenses. Dach Board member may appoint 1 depwty who is entitled to attend
Board mectings when the “oard member ie 2bscnt.

;F}_rmotiona and Powers of the Board

To explain the nature of the Board and ite activities, the following is 1
sunmary of its functions, powers and responsibilitics. Some of these items are
referred to in more detail later in thie paper.

le It is a corporate entity with perpetual succession. It may sue and be
sued and it is therefore legally responsible for its actions;

2, It is required to encourage, assist and promotc the exportation of canned
fruits from Australia and the consumption and sale outsidec Australia of
Austiralian canned fruits;

3. It may do what it considers necessary to improve the quality of
Australian canned fruits and the methode of production, storage and
transport tuoreof;

& It may acoept responsibility for the dispomal of any canned fruit which
is placed under its control voluntarily for export., It may also pur-
chase canned fruit under certain conditions; '

5 To enable the Board effectively to control exports of canned fruits
and their sale and distribution after export:

a) the exporter must hold a licence to export and thie is issued
only on the recommendation of the Roardj

b) the exporter must obtain an export permit from the 3oard;

¢) exports must be made in accordance with such conditione as are
presoribed by the Board,

6. It recommends the rates of export levy and excise duty to be imposed
by the Australian Govermment;

T+ It is responsible for marine freight contracts pertaining to the shipment
of canned fruits to overseas markete. In practice, thesc contracts are
generally negotiated by the Board on behalf of exporters in an endeavour
to obtain more favourable rates than would have becn possible otherwise;

8. It negotiates a marine insurance contract on behalf of exporters in order
to obtain the maximum cover at competitive premiums;
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9. It may require the submission of returns or information in relation to
the canned fruits industry;

10. It is recognised as the authority for the industry on matters connected
with the export of canned fruits, This enables it to maintiin 2 close
liaison between the canned fruits industry and Government Departments on
industry affairs;

11, It takes a vigilant interest in movements in world tariffs for canned
fruits;

12, It compiles statistics on production, sales, exports, stocks and prices
of Australian canned fruiis and it has research facilitios to examine
eimilar information about competing countries,

mm:ion

The Board does not have the authority to control the production of canned
fruits because, under the Australianm Constitution, only the State Govermments
have this power. Cannere are therefore free to use their own Judgment as to
the quantity of canned fruits they will produce.

Australia is the second largest producer of c@nnod fruits in the world,
but only about 30 per cent of the production is eold on the domestic market.
It is therefore essential that the balanoce of the pack is exported, to relieve
the pressure on the domestic market which is fully supplied. (The U.S.A. is
the largest producer in the world but it ie in the fortunate position of

having a large domestic market which consumes in excess of 90 per ocent of the
oanned fruits produced).

The level of production of the Australian, canned fruits industry and its
dependence on overseas markets is illustrated by the following statistics.
They relate to the year 1968, which is regarded as an average year - *t greatly

affected by crop losses.
m::lo cartons)

Apricots 417
Peaches 4112
Pears 2656
Mixed Fruits 1902 1390

Total Deciduous  (§0965) (8575)
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Production Lxports

{7000 basic cartons) (*305 basic cartons)
Pineapple 1499 546
Tropical Fruit Salad 403 82
Pineapple Juice 612 4
Total 13539 9244
Value A$75,000,000 A%50,000,000

The following analysis of the destination of these exports shows clearly
which are the principsl markets importing canned fruits.

Deciduous Fruits: (000 basic cartons)
United Kingdon i 4835
RBurope : 2339
Canada . 921
Other _480
| 8315
Pineapple Products:
United Kingdom g
Canada 171
Other 120
£

(Note ~ a basic carton comprises 24 x No. 2 # size cans, or the equivaleat
thereof)

At present, the Joard is empowered ‘o control the export of canned
apricots, peaches, pears, pineapples, mixtures of these varieties, and pine-
. SPple juice, but provision has been made for other canned fruits and canned
fruit juices to be included should this become desirable, It is important to
mention that the Soard has no suthority to control the marketing of these
products within Australia,

It should be noted that the Board is not authorised to compel producers
to export their goods and that it is only with the consent of the producer that
the Board may trade in the goods he has produced,
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To enable the Board to control exports of canned fruits, all exporters
are required to have an export licence which is issued annually by the
Ministor for Primary Incustry on the recommendation of the 3oard, In applyirg
for a licence, the exporter gives an undertaking to cbserve the minimum prices
and conditions laid down by the Board in regard to the cxport of canned fruits
and theii sale and distribution after export, Export licences are nomally
granted only to firms havirg the facilities necessary for the conduct of
export marketing along orderly lines. In addition to canner-axporters,
liconces are issued to recognised export agents trading in emall shipmonts to
miscellaneous markets.

After receiving an export licence, the exporter is roquired to obtain
from the Board a permit for each shipment of canned fruits to overseas
markets. Although this is usually a formality, an important principle is
involved because the permit ie the means by which the Board may prevent au
export taking place should circumetances make this desirable.

Marketing
(sa) Minimum Prices and Selling Conditions:

The principal function of the Australian -Canned Fruits Board is "to
enoourage, assist and promote the exportation of canned fruits from Australia
and the consumption and sale outeide Australin of Australian canned fruite.
The Board therefore determines the general marketing policy to be followed by
exporters and it supervises the overseas marketing to ensure that its selling
terms and conditions are observed, '

The prinoipal markets for Australian canned fruits are the United Kingdonm,
Continental Burope and Canada and it is for these markets that the Board hae
sxercised its powsr to prescribe minimum prices and related selling conditione.
This is to ensure that there is orderly marketing by Australian exporters and
tLat they have an ™umbrella" under which they can unite to meet the competi-
tion from other countries.

In marketes not controlled by the Board, exporters are entitled to sell
at prices and oonditions of their own choioce, but often they will reach
voluntary agreement on the prices to be quoted to.a particular market in
the interest of crderly marketing, Ae a matter of principle, the Board doas
not introduce controls in an overseas market unlese this is requested by a
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majority of the exporters selling in that market, This situation normally
would not arise unless the volume of trade was sufficient to require prioce
supervision,

It is customary for the Board to announce minimum prices =nd selling
conditions at the commencement of each ecason and they may be varied during
the year to suit changing market conditions. Before setting ite minimum
prices for a partiocular market, the Board is presented with all available
information on stocke held by Australian canners and their competitors, the
strength of current prices in the market, the views of agents and buyers,
also orcp prospects and any irncreases in canners' costs. Afier consultation
with the canners exporting to that market, prices are determined according to
the Board's commercial judgment of what is correct,

The opening prices for each season are generally set at a level as
attractive as possible in order to effect substantial early sales without
weakening the market,This enables exporters to proosed with the finsacial
snd shipping arrangements for the clearsnce of the stooks allocated to the
market concermed. Sxporters are entitled to seek a premiua for their parti-
oular brands, but selling below the Board's minimum prices is not permitted.

Sales are generally made under contract for future delivery at the
oontracted price. The Board may direct that uniforw sales contrects shall
be used, to ensure that the minimum price structure is not oircumvented bWy
ooncessions being allowed om the associsted selling terms. In the event of
there being a reduction in the Board's minimum prices, buyers oustomarily
would be permitted to purchase the undelivered dalance of their contracts at
the lower prioces.

The Board's selling conditions for each market are usually detemmined
after the views of the canmers emporting to that market have been canvassed.
In the ocase of Canada, there is a permenent ccamittee of canners which makes
recommendations to the Board on matters affecting their position in the
Oanadian maricet.

In special oirousstances, the Board may consider it necessary to proteot
the interests of exporters Wy allotting quotas for exports of a particular
variety of fruit, or for exports to a oertain market.

A
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In order to oncourage uvyyers to take prompt delivery of their require-
ments, the selling conditions may provide for the payment of an early
shipping allowance &f shipment is effected prior to a certain date.

Quantity discousits play an important part in marketing because they act
a8 an incentive to buyers to purchase larger quantities. Buyers are encouraged
to make subsequent purchases in the knowledge that the quantity discount will
apply until the end of the marketing period. The discount rates are set so
18 to provide sufficient inducement to ta: larger buyers but this objective
ie sometimes frustrated when smaller buyers combine to qualify for a higher
discount rate. To discourage the tendency on the part of larger buyers to
paes on quantity discounts to the smaller buyers, the payment of 2 deferred
discount at the end of the marketing season can be an effective solution,

In order to enforce its minimum prices and selling conditions the Board
may require exporters to submit copies of invoioes and/or sales contracts
for examination. However, the knowledge that a breach has been committed is
soon known to the offender's competitors and it is in this way that the Board
would become aware of it first, ‘

(v) Consignments:

In earlier years, shipments on conuigmiont were prohibited because of
the problems that would be caused in the event of there being an excessive
accumulation of unsold stocks. Under the burden of bank interest, storage and
other charges, exporters would be under considerable financial pressure to
sell at reduced prices and buyers, anxious to exploit this situation, probably
would resort to ordering from hand-to-mouth in anticipation of a prioo
decline,

Nowadays, because of the problems associated with shipping delays, it
is necessary in some markets for consignment stocks to be held at reasonable
levels to provido buyers with deliveries when raquired.

(¢) Agents:

In the markets controlled by the Board, the agents appointed by exporters
must be approved by the Board, Before this approval is given, an hwutiga—
tion is made into the status and suitability of the agent, in order to be

satisfied that he will adhere to the Board's minimum prices and selling
oonditions,
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The Board may determine the maximum rate of selling commission to be
paid to the agent, but the agent is not permitted to pass any part of it on
to the buyer in any form,

e )

An agont has soveral lines of communication with the Board - either
directly, through his principal, or through the Board's own representative
in his market. The agent's importance should not be underestimated as he
provides the liaison between buyer and seller and he is therefore in a
unique position to supply information on cnditions in the market,

(d) Altemative Methods of Distribution:

There are other methods in which canned fruits are marketed overseas,
although these are not favoured by the Board under present conditions. For
example the goods could Be sold through selected importer-distributors. The
danger of this approach, however, is that the importers concermed may pur-
chase their uquimtl from other countries if more attractive terms were
offered.

‘Alternatively, the goods could be handled by a sole selling agency.
The principal advantages of this arrangement would be the elimination of
competition between agents, the rationalisation of distribution methode and
the co-ordination of promotional activities. In addition, the sole agent is
in 2 bettsr position to negotiate with large buyers for the sale of surplus
stocks at special rates.

(o) Market Intelligence:

The Board has an Overseas Representative in London who keeps it informed
on the market situation in the United Kingdom and Burope. He is in close oon-
tact with agents and buyers, and this enables him to seport prompily to the
- Board on developments which ocould affect the marketing of canned fruits in
that area. Klsewhere around the world the Board is fortunate to be able to
ocall upon the Government Trade Commissioners for marketing information,

The Board has ocomprehensive records oontaining inforwmation and statistios
oonoerning world markets for canned fruits. These records are invaluable
for market research and fomn the basis of a reporting servioce which provides
exporters with information on price movements, competitive activity, tariff
movenents and other matters relating to export marketing.
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The Board has supported Trade Missions to overseas markets with potential
opportunities fer expanding sales of Australian canned fruits. It has also

sponsored overseas market surveys into cemsumer preferences for canned fruits.

The Board has close contact with the Department of Trade and Industry
which provides an extensive marketing service to all Australian exporters.,
Market studies may be obtained from the Department and these are helpful in
determining the marketing techniques which should be followed by exporters
in particular markets., In addition, the Nepartment advisee the 3oard of trade
enquiries and market opportunities which come to its notice,

(f) Promotion Activities:

In earlier years, quality and flavour were sufficient to sell canned
fruits in overseas markets but, with the tremendous increase in production
throughout the world, export competition today is very keen, Buyers are
very much aware of the fact that it is no longer a sellers' market,

A large proportion of the Board's income is expended on overseas publi-
city anc promotion in the principal markets for canned fruits. This is
generally carried out under the auspices of the Govermment's Overseas Trade
Publicity Committee which shares the cost of and in most cases orgmisu the
publicity for Australian Marketing Boards.

The 0.T.P.C. was formed in 1926 to plan and co-ordinate the publioity
campaigns which were being conducted separately by the various Marketing
Boards., Today, under the adminietration of the Department of Trade and
Industry, the 0.T.P.(C operates in all important markets and it ie responsible
for the anmal expenditure of over A$2,000,000 on the promotion of Australian
goods. The principal objectivee of this expenditure are the creation of a
favourable image of the quality of Australian primary productes and the identi-
fication of these products to the consumer.

Kach of the Boards is represented on the Committee and ocustomarily it is

the Soard's Chairman who is appointed. Periodiocally the 0.T.P.C. meets in

overseas markets and this allows its members to evaluate at first hand the
trends and promotional requirements of the market, to study the promotional
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techniques used by Australia's competitors, to consult with the local
representatives of the various industries and to determine and plan future
prpomotional activity.

The publicity programmes conducted by the'O,T.P.C. obtain the fullest
support of importers, wholesalers and retailers who appreciate that they
provide a strong stimulus for consumers to buy Australian products. All
types of media are used, particularly newspapers, magazines and outdoor
posters, to advertise to the consumer that Australian products are of
excellent quality and value, Thie is achieved by the use of a common theme,
which is appropriate to the products individually and colleetively.

In trade journals, O0.T.P.(. expenditure is aimed at informing trade
buyers of the suppart they will receive from Australian publicity at consumer

level. At the retail stores Australian canned fruits are promoted regularly
throughout the year and this is done in a variety of ways including the pro-
vision of point-of-sale material, window displays and demonstrators, in
addition to general advertising support.

In many markets, this promotion of Australian canned fruits is
supplemented by canners' individual advertising and promotional activity for
their own brands and the combined effort makes a strong impression on buyers,
retailers and consumers.

Perhaps it is pertinent to mention that there are some advantages for
marketing products under a National brand or distinctive label., For example,
a substantial tonnage of Ausiralian butter has been marketed successfully in
the United Kingdom under the "Kangaroo" brand,

Although an important section of the market is reserved for productis
scid under buyers' brands, it is important to the future of an industry that
it should maintain a strong market for its own brands. Those exportere
selling their product under buyers' brande should be aware of the ever-preeent
risk that the buyer may decide to obtain further supplies from another source.
Beoause of this risk and because the bemefit of the goodwill arising from
publicity remaine with the brand-owner and not the supplier, it has been the
Board's policy to leave the advertising and promotion of buyers' brands to
the owners themselves.
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Perhaps it should be reiterated that the Board is not empowered to pro-
mote tho sale of canned fruits on the domestic market. Instoad, this is
carried out by the individual canners although valuable support is received
from the promotional activities of the Australian uUanned Fruit 8ales Promo~
tion Committee, This is an organisation financed by the fruitgrowers which
has as ;ts primary objective the expansion of the domestic market for
Australian canned fruit.

(g) Export Incentives:

The Australian Government has introduced a number of schemes to encourage
Australian manufacturers of all products to become more export conscious and
thus increase Australia's earnings from overseas trade. The success of this
programme ®ay be measured by the growth in exports of Australian products -
in 1964/65 the annual value of total exports was about A$2,500,000,000 but in
1969/70 this value had increased to approximately A$4,000,000,000.

The principal export incentive is the allowanoe of income tax concessions
for export market development expenditure. This incentive is designed to
snocourage firms to inocur promotional expenditure in advence of sales, and
to assist exporters to expand their sales in existing markets and enter new
overseas markets., In addition, rebates of payroll tax are granted to
employers who have increased their export sales above the average annual
level in a base period.

The Export Peyments Insurance Corporation was emtablished in-1956 to
enable Australian exporters to insure against loases incurred due té the
non-payment of their overseas accounts. The normal risks covered are
insolvency or protracted default in payment by the buyer but oover is also
provided against political risks such as the imposition of exchange oomtrols
or export licensing restrictions, and catastrophic risks caused by external
events ocntatde the control of both the exporter and buyer. The mscheme has
been very successful and the continued growth of its businese is an indioa~
tion of its valuc to exporters.

The Department of Trade and Indumstry actively encourages the expansion
of Australian exports and is able to provide exporters with expert advice on
all aspects of export development., Reference nlready has been made to the
Trade Commissioner Service whose represaentatives in all important overseas
markets not only obtain marketing information for exporters but also supply




- 19 -

buyers with #eformation about Australian products.

The widespread publicity within Australia of the need for "Bxport Action®
nas oreated a new awareness among manufacturers and the population in general
that a vigorous export trade is essential for lustralia to maintain ite pros-
perity.

(h) ‘mality Control:

By permitting only quality products to be exported, Australin has earmed
a reputation for high etandards of quality in overseas markets.

All canned fruit produced for export is required to conform to Government
specifications for quality and packaging. Furthermore, nay premises used for
the processing, packaging and storage of canned fruite for export must be
registered with the Department of Primary Industry and comply with specific
standards of oonltruction, equipseat,, operation and hygiene.

™e rogulations laid down by the Department of Primary Industry for ‘crumod
fruits contain spoéificatiom for three export grades - Fancy, Choice aind
Standard - and embrace many aspects of quality standards, including the size,
colour, maturity and texture of the fruit, syrup strength and minimum fill per
can., Export labels must be approved by the Department and the information on
the label must include the name of the processor or exporter or reglstered
brand, description and net weight of the product ae well as the word "Austrilia'
to denote its origin.

The Department of Primary Industry has inspectors at exporting canneries
exarcising supervision over the quality of the fruit being processed wd the
acouracy of the information on can labels and oartons to ensure that the
regulations are observed. It alsc has inspectors on duty at ports when the
canned fruit is loaded for export amd there are officers stationed in the
United Kingdom to check outturms in the United Kingdom and Burope.

In the last twenty years, the canneries have more than trebled their pro-
duction capacity. By continuous modernisation of equipment and attention to
standards they have been able to eam and maintain an excellent reputation for
effiociency and quality.

Prom the marketing point—of-view, it will be appreciated that buyers are
more willing to accept a product if its quality has been graded according to
offioial standards. Thers is usually a limited market for the sub=standard
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product anc countries which offer these canned fruits can only sell them at a
much lower price., Grading standards are especially important in competitive
markete,

(1) Packaging:

There is a uniformity in the can sizes used for the production of canned
fruits. Insofar as exports are concerned, the principal sizes are:

Can Size Minimum contents
ounces grams
8 oz. 8 226
No. 1 15 425
No. 2 & 29 822
No., 10 104 2948

The canned fruits industry uses millions of cans, labels and fibreboard
cartons each year. It is therefore making an important contribution to the
development of the tinplate, printing and paper industries.

Among rocent innovations in the packaging of canned fruits is the develop~
ment of tho shrinkwrap process by which polythene is used to enclose and seal
small cardboard trays of canned fruit whlch are popular in cash-and-carry
warehouses. The reduction in weight and easy handling are other features
which appeal to the retailer customers of these warehouses.

(j) Tremsport:

The introduction of container ships for the carriage of Australian exports
has been an important development for the camnned fruits industry. The use of
sealed containers for the transportétion of canned fruits has almost eliminated
handling damage and pilferage. Mrthermore, there has been a weloome reduction
in the delivery period from the cannory warehouse into the buyer's store,

All canners are equipped to taks advantage of this service and containers are
now used almost exclusively for shipments to the United Kingdon,

With the concurrence of the Minister for Primary Industry, the Board may
purchase ocanned fruit on its own behalf and make whatever arrangenents it feels
are necessary for its disposal. Under certain oonditions, the Board could
obtain a Bank advance, guaranteed by the Government, in order to exercise
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this power,

The 3oard is also empowered to accept control of any canncd fruit which is
voluntarily placed under its control for export from Australia and may arrange
for its stor."..ge, shipment and eale on behalf of the owner of the canned fruit,
In these circumstances the Noard has full power, on behalf of the owner, to
give security over the canned fruit,

To date, neither of these powers has been exercised by the Board,

Reuﬁh

The State Departments of Agriculture have excellent research facilities
to aseist the fruitgrowers to improve the quality of their fruit. Incroased
yields per acre have resulted from their research into new varietiq,q, 80il
management, drainage, plant nutrition, pest control and harvesting methods.
The Board has given financial support to several horticultural research
projects wlich have made important contributions to the development of the
fruitgrowing sec.or of the industry.

Several years ago, the Board sponsored research by the Commonwealth
Scientific and Industrial Research Organisation into thc cause of water
danmage occursing to exports of canned fruits while in transit to overseas
markets. The recommendations resulting from thie research have enabled
canners to effectively reduce the incidence of thisg problem.

Adrinistration
(s) Pinanoce:

The income of the Zoard is derived froms

(s) A levy on exports of canned fruits from Australia, The present
levy on canned deciduous fruits is 3 ¢ per dosen 30 os. cans (or
the squivalent thereof) but the levy on pineapple products is at a
lesser rate, The Board's income from this levy is estimated to be
approximately A$400,000 in 1970;

(d) An exciss duty on deliveries of canned deciduous fruits vithin
Australia, The present rate of excise duty is 5 $ per dosen 30 os,
cans (or the equivalent thereof) and this is estimated to provide
the Board with an inocome of approximately A$330,000 in 1970,
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Under the Australian Constitution, export levies and excise duties may
only be collected by the Commonwealth Government but the payments relating
to canned fruits are appropriated from Consolidated tevenue for payment to the
Board, Nevertheless, it should be appreciated that the Board's income is
derived from the industry it represents,

The financial statements of the 3Board are subject to Government audit.

The Board is not required to pay income tax but there are certain
restrictions on the investment of its surplus funds, with the result that
Government-guaranteed securities are usually purchased as investments.

(v) Staff:

The Board engages its own staff who are employed under similar terms to
Commogwealth public servants. Applicants are attracted by the prospect of
permanent employment in good working conditions and other benefits include
superannuation and generous sick leave, annual leave and furlough entitlements.,

(c) Offices:

The Board's central office is situated in Melbourme where the staff
oarries out a wide variety of duties on beholf of the Board. These include
implemontation of the Board's decisions, liaison with Gowm%gt Departments
and induetry personnel, negotiation of marine freight and marine insurance
contracts, forecasting of shipping space requirements, accounting, research,
compilation of statistics, issue of export permits, and the dissemination
of information to the industry. j

The Board also has an office in T.ondon where the verseas Representative,
with the assistance of a small staff, attends to the administration of the
Board's marketing policy in the United Kingdom and Burope and reports to the
Board on matters conoerned with the marketing of canned fruits in that area.
Another important function of the London office is to take an active part in
the advertising and promotion of Australian canned fruits in the United
Kingdom and Burope. It represents the Board in the planning and implementa-
tion of the 0.7T.P.C. publicity campaigns and participates in the formulation
and negotiation of in-store promotions for canned fruits.

(d) Annual Report:

The Board publishes an Annual Report on its operations for each calender
year and this is presented to Parliament (copies msy be obtained on applica-
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tion to the Board).

Genaral

It is believed that the Board's marketing policies have a stabilising
influence on the overseus markets in which it ie involved. In the United
Kingdom, for example, the prices nominated by the Board tend to be used by
buyers as the measuring stick for assessing the prices set by competing

cour.tries,

It is significant that two other countries which are large producers of
canned fruit have established marketing boards to regulate their exports,
namely the South African Canned Fruit Export Board and the Malayan Pineapple
Industry Board. No doubt the activities of the Australian Canned Fruits Boarc
were subjected to careful examination before the South African and Yalayan
Boards were established and it would be rea.m;nable to assume that they con-
sidered the Australian Board had operated successfully.

In recent years, there has been an increasing amount of co-operation
between Australia, South Africa and Califomia with the result that several
meetings have been held to explore the possibility of joint activity to
develop world m- for canned peaches. Information is exchanged hetween
the three countries on matters of common interest and it ie coneidered that
this co-operation may result in a better understanding of the problems faced
by the canned fruite industry in each country.

Sonslusion

The Board was initially created with the approval of the canned fruits
industry and it has operated successfully because it has retained the confidence
of the industry it represents,

S8ince the Boaid'. establishment in 1926, the production of Australian
canned fruits has continued to grow. However, by the introduction of orderly
marketing, the Board has been able to arrange for the exportable surplus to
be #0ld in overseas markets, thus strengthening the domestic market and

bringing stabllity to the industry,

Its principal objective always has been to widen tho demand for
Australian canned fruitse in overseas markets and it can justly claim much of
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the credit for the tremendous growth in the quantity exported, despite adverse
conditions on numerous occasions. The main factors whicih are considered to
have been responsible for this achievement are the maintenance of a high
standard of quality for the product, market research, competitive pricing,
orderly marketing and strong promotional activity in support of sales.

At the present time, the supply of canned fruits to world markets exceeds
the demand and in these circumstances prices are highly compstitive. Con-
sequently, profit margins are low and, in some instances, non-existent.

It is difficult to be optimistic about the future when one considers
that all the countries exporting canned fruits are expeéting substiantial
increase in their production which will not be absorbed by domesiic markets.
The present protectionist policies of the E.E.C. are likely to further re-
strict opportunities for non-E.E,C. countries to dispéso of their exports.

However, the canned fruits industry has faced similar crises in the past
and found ways of overcoming the problems. One must have confidence that the
industry will again rise to the occasion and that, perhaps by international
co-operation, new markets will be developed to absorb the surplus. It would
be a tragedy if the fruit was allowed to rot on the ground.

Perhaps some of the tropical fruit and vegetable processing industries to
be represented at this Meeting are at present facing similar problems to those
which have been encountered by the Australian camned fruits industry at various
times. If those industries are able to find a solution to their probleme by
drawing upon the experience of the Austrelian canned fruits indusiry, this
paper will have achieved its purpose,
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