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The Australian Union Agriculture: Main Features

In order to understand the specificity of the Australian Union’s
agriculture, some figures are relevant. The agriculture industry in
Australia has become one of the fastest growing sectors accounting
for an important part of Australia’s GDP'. At the same time, the
strategy to raise its value from 63 million AUD to 100 million AUD
by 2030 was announced. This included multiple strategies like relia-
ble customer-oriented value chains, the implementation development
of environmentally-friendly initiatives like the carbon neutral ap-
proach and the smart water policy, the improvement of labor policy
and the attraction of foreign labor force, as well as risk reduction
measures’. Australia’s agriculture can be viewed as a sector of na-
tional economy that responds to both external and internal changes.
In view of this, it seems logical to trace its dynamics in recent years.

The territory that is used by Australia’s agriculture production
was equal to 384 million hectares (as of June 2019)* while the over-
all Australia’s territory is 769.2 million hectares* that is nearly 50%
of the state. The amount of land covered by the industry is growing.
This data indicates that the sphere is among the key drivers of Aus-
tralia’s economic growth despite Canberra’s attention to high-tech
industries. Australia has a differential system of agricultural produc-
tion by various states according to their climatic conditions, access to
the necessary resources and the scale of production. So, in the pro-
duction of states Queensland and the Northern Territory, the focus is
on cattle breeding; Tasmania’s territory exports cattle, seafood and
dairy products, Victoria has good conditions for wool, sheep, horti-
culture, cattle and dairy production; Western Australia mostly pro-
duces crops, and South Australian exports is oriented mostly on wine
and crops’. By doing so, the Australian Union has a comparative ad-
vantage in terms of quality of its products.

One of the most attractive source of agriculture trade accounts
for the beef export. Thus, the Australian Union is considered to be
one of the major cattle producers and exporter and occupy 17% of
the overall global exports®. According to OECD report database, the
biggest amounts of beef productions exports from Australia in frozen
format (61%), and only 39% are provided chilled’. Although from
the side of production, the green continent is less competitive com-
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paring with the countries of EU, United States and Brazil, so far, the
quality of Australian products helps Australia to expand its produc-
tion to the new markets. Among the biggest beef markets, Australia
has Free Trade Agreements with the US, Japan, the Republic of Ko-
rea and People’s Republic of China. In 2018, this accounted for more
than 74% of the country’s total beef export®.

The Australian Union is considered to be one of the most fa-
mous wine producers in Asia-Pacific and has more than 2000 wine
exporters all over the world. Between 1991 and 2007, the demand for
Australian wines has grown significantly from 212 million AUD to 3
billion AUD®. Its top trading partners included mainland China,
United Kingdom, United States, Canada and Hong Kong. In 2020,
the shift towards the wine export produced good results in South Ko-
rea’s, Taiwan’s and Malaysia’s market'®. Later on, the Republic of
Korea’s indicators grew significantly of 2017--2020, and in 2020,
ROK shifted from 10" place to the 2", This stems from both the
Chinese tariff policy and the aftereffects of Australia’s FTAs with
South Korea, Japan, Malaysia, Thailand and Vietnam®?,

In sum, the Australian Union has both economic and product
capacities to expand its agriculture cooperation in different fields,
and this industry still occupies the important place of bilateral trade
in the region. At the same time, challenges that Australia faced later
years connected with the results of natural disasters and the corona-
virus pandemic mostly bring certain problems that will be discussed
further.

The Industry Drivers and Trends

The year 2020 proved to be challenging for the Australian Un-
ion and resulted the economic decline in the agriculture industry.
Among the internal challenges, one of the most important problems
was generated by bushfires. By March 2020, the 12.6 million hec-
tares had been burned, one billion animals killed, and the amount of
CO2 emissions was compared as 2/3 of what the industries of the
country produced in 2018-2019". The bushfires in Australia are not
exceptional events, but what took place in 2020 became one of the
biggest and was caused by the hottest and driest season in country’s
forecasts.
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As a result, agriculture losses after bushfires were also high.
Because of it, the Government presented the Agriculture Bushfire
Recovery Plan for every state touched by the problem where a set of
measures for Dairy, Apiculture and Viticulture sectors was present-
ed™. Specifically, the NSW Government developed a plan in order to
implement the Bushfire Industry Recovery Package for 140 million
AUD, as well as to recover the local supply chains. After the bush-
fires, 7% of the workforce in regions that somehow suffered from the
disaster lost their job in agriculture, and, in case of New South
Wales, 16 000 agricultural properties were impacted®. These losses
included infrastructure facilities, livestock, water supply interruption,
short-term operation disruption and loss of feed. The initiative has
become even more important accounting for the first wave of
COVID-19 pandemic.

The pandemic further enhanced the need to elaborate on a
proper approach towards the workforce employed in agribusiness.
The Ministry of Agriculture, Drought and Emergency Management
proposed temporary measures to enable faster border clearance to
make the process of getting products to supermarkets easier'®. As the
demand for both permanent and seasonal workers rose significantly,
measures to protect seasonal workers, as well as to secure supply
chains and let foreigners that usually serve at seasonal work an op-
portunity to be legally protected from deportation, were taken.

These measures were all the more important for Australian
farmers since nowadays 70% of all labor force occupied in fruit and
vegetables industry are foreign workers*’. As a rule, such workers
use visas like Working Holiday Maker (WHM), Pasifika or Seasonal
Worker Program (SWP) and also international students’ visas™. With
the spread of the pandemic, the supply of such labor force reduced
significantly owing to entry restrictions. As a result, the Australian
Union lost cheap and productive workforce to support the develop-
ment of agriculture. At the same time, the amounts of undocumented
migrants and workers that are still in Australia can be a solution, be-
cause according to surveys, their number varies from 50 000 to
100 000 people®™. But while the non-documented labor force occu-
pies 80 to 90% of all people in harvesting, their occupancy in other
niches of agriculture is much less®. In light of this, the deportation of
non-documented workers nowadays seems difficult, since it can fur-
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ther exacerbate the crisis. Moreover, the initiatives of certain states
like Victoria to bring 1 500 Pacific Islanders by visa or Western Aus-
tralia and Tasmania to bring hundreds SWP workers is not enough
yet to be done for the horticulture.

With the spread of COVID-19 pandemic, the agriculture in-
dustry of the Australian Union was influenced by two factors: the
supply capacities decreased, while the demand for food in the coun-
try, on the contrary, rose significantly?*. These indicators are con-
nected with both food security that is being at risk since the begin-
ning of the pandemic, and the collapse of important food supply
chains owing to closed borders. Simultaneously, the demand for
Australian products decreased in 2020. Its export is expected to fur-
ther decline by 3% and 2% for imports, and the most significant de-
cline accounts for the Chinese exports (28%)%. Experts predict the
fall to 389 million AUD for the AU seafood products alone and the
similar effects on meat exports that is being reliant on importing crop
protection equipment®®. The measures taken by the Australian gov-
ernment to support the agriculture industry during COVID-19 in-
cluded, first and foremost, the development of information platform
about the pandemic and gathering information on its aftereffects for
agriculture, trade and the environment?.

The need of joint actions to combat the COVID-19 aimed at
restoring the pre-pandemic indicators rose significantly and was re-
flected eventually by the report of China, Australia, India, Japan and
ten member states of ASEAN in June 2020. Australia emphasized
the role of Asia in its economy and urged to abandon the previous
patterns of international cooperation under which the European and
Western partners enjoyed the central role®. The main reason ac-
counted for the success of Asian countries in grasping the pandemic
challenges in comparison with the US and Europe.

Summing up the afore-discussed developments, it can be said
that the agriculture of the Australian Union has to deal with the sig-
nificant structural challenges that slowed the process of international
interaction. At the same time, the above-mentioned problems forced
the Australian Government to pay more attention to the domestic
production capacities and the process of recovery.
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Agriculture Products
in Australia’s Foreign Trade: Major Issues

Today the Australian Union devotes scrupulous attention for
trade with its APEC partners, and the largest share of its export goes
to China, Japan, South Korea, the United States, New Zealand, Sin-
gapore, and India®. As the agriculture industry is an important part
of Australia’s export, it was negatively impacted by contradictions
between Australia and China. Nevertheless, China is still considered
to be a major economic and trade partner of the Australian Union by
both export and import commodities. Overall, in 2019-2020 China
accounted 39% of all Australian exports (which is 150.488 million
AUD) and 27% of its imports (80.876 million AUD)?. Despite ten-
sions between Canberra and Beijing, as well as certain trade re-
strictions, the PRC goods and services still dominate the overall trade
structure, but some barriers for the bilateral cooperation like the wine
tariffs imposed in November 2020% incentivized Australia to further
diversify its partners.

Among the effects that influenced upon the development Aus-
tralia’s agriculture, the regional arrangements are of special signifi-
cance. The Comprehensive and Progressive Agreement for Trans
Pacific Partnership (CPTPP) is a case in point. According to the De-
partment of Home Affairs Notice No. 2018/37, the Schedule 8B of
the Customs Tariff Act from 1995 that provides the customs duty
rates for goods from Trans-Pacific Partnership countries will be fully
reduced 60 days after the entering into force of TPP-11%. By doing
so, Australia expands its possibilities for enhancing regional coop-
eration and creases its exports opportunities.

The establishment of Regional Comprehensive Economic
Partnership (RCEP) agreement also provided opportunities for the
rise of Australia’s value on the global market®*. As Trade Minister
Simon Birmingam put it, RCEP provides two-fold benefits for Aus-
tralian farmers and exporters in terms of their cross-border trade®.
However the meeting reflected some tensions between China and the
Australian Union as S. Birmingam expressed concerns over China’s
trade policy and military activities in the South China Sea®.

An important milestone in Australia’s trade policy took place
in 2015, when China-Australia Free Trade Agreement (ChAFTA)
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was signed and had favorable aftereffects for agriculture, agribusi-
ness, resources and energy manufacturing®. According to available
estimates, the Australian farm commodities (beef and sheep meat,
wool, wine and barley) are heavily reliant on the Chinese market.
This brings Australia 1 billion AUD annually®. At the same time, the
overdependence on China-Australia bilateral trade incentivizes the
Australian Union to diversify its market opportunities.

Nevertheless, the Australian farmers understand that the coun-
try’s policy towards China influences upon the agricultural sector.
Attempts made by the Australian Government to replace China are
considered to be inefficient for overcoming the deficit. Another big
partner, the United Kingdom, is not capable to cover the damage
caused by tensions between Australia and China. The reason why
Australia’s trade in barley has resulted in tangible losses is the ab-
sence of well-designed supply chains and use of the Australian bar-
ley in beer production. For the green continent, it means the loss of
valuable partners from the side of Chinese breweries, as its other
markets like Japan, Thailand or Saudi Arabia can absorb the amount
of barley Australia produces, but the price will be much lower than
China paid®. This demonstrates that the Australian Union is not
ready to re-direct its bilateral trade commaodities to other markets.

Japan is another Australia’s important partner. Since the for-
malization of trade relations in 1957 by signing the Commerce
Agreement, the amount of investment increased in energy, minerals
and food supply sectors®. The export from the “green continent” to
Japan accounted for natural gas that amounted 20.2 billion,
coal, iron ore, beef, and copper ores and concentrates and alumini-
um®. As for agriculture, Japan is considered the 2™ largest export
market for Australia after China®. Among the most promising prod-
ucts, cattle, crops, dairy, horticulture, sheep and seafood can be men-
tioned®. This value of Japanese market is characterized by the ef-
fects of Japan-Australia Partnership Agreement (JAEPA) that makes
97% of Australian exports to Japan duty free®.

Among the beef exports markets for high quality and marbled
beef, Japan and South Korea are considered the most promising and
occupy 39% and 14% respectively*. The success of the Australian
meat production is that the country holds the number of both high
quality European and British meat and provides the possibility for
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Asian markets to buy the Japanese breeds like Wagyu that is charac-
terized as premium product. Thus, the share of Australia in overall
beef industry of Japan is considered 50%* and is growing steadily.
According to BMI Research report, the growth in trade in pork be-
tween Australia and Japan from 2017 to 2021 increased from 2.62 to
2.73 million tons per year from, beef has grown from 1.23 to 1.25
millign from, and the amounts of poultry have grown to 2.51 million
tons™.

For Australia, Japan is a largest chilled lamb customer (64% of
the overall sheepmeat imports in 2020), but the pandemic resulted
the decrease in 3% of sheepmeat, and the largest amount of the prod-
uct accounts for lambs (72%) and only 28% goes for mutton*. The
Australian Union farmers have strong possibilities for restoring the
pre-COVID level of beef shipments to Japan not only because of ef-
ficient production chains, but also since the majority of Japanese
consumers did not change their consumption habits. This gives Aus-
tralia competitive advantages since the country positions itself as a
supplier safe, organic and high-quality food.

Regarding South Korea, Australia and ROK enjoy effects of
economic and trade complementarity. As an aftereffect of KAFTA,
in 2018-2019 Australia was South Korea’s 4™ largest supplier of ag-
ricultural products and accounted for 10% of the overall industry
import®.The tariffs imposed by China and a shift towards new sup-
ply channels demonstrate the increasing attention of Australian ex-
porters to the Republic of Korea. Since the pandemic outbreak, Aus-
tralian beef producers have been redirecting their trade to other mar-
kets, among which South Korea is of special significance. The state
of Queensland that was touched upon by the imposed tariffs by Chi-
na and is the area for % of all meat production redirected the red
meat sales to the United States and South Korea™.

The Republic of Korea’s beef import is increasing by 2% an-
nually”’. In 2013, the amounts of agricultural exports from the green
continent to South Korea was equal to 1.9 billion AUD®. The beef
import safeguard that exists between the two countries was quite ef-
fective to hold the amounts under the agreed level till the beginning
of 2021, and eventually, it was elevated to 30%. In January 2021, the
tariffs were reduced to 18.6% according to KAFTA provisions®. By
doing so, the Australian Union tries to hold its positions in the im-
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portant market that is dominated by the United States in terms of
quality, and tries to compensate losses appeared in 2020. The other
Australian agriculture commodities that are heavily dependent on
South Korea’s markets are wheat, cotton, sugar, malt and malting
barley, edible offal, and cheese®™. The value of another component in
bilateral agriculture trade cheese (mostly cream cheese and cheddar),
has tripled over the past three decades™.

Additionally, the Republic of Korea is the largest export desti-
nation for unroasted malt, which accounts for 20% of Australian ex-
port shipments®. For South Korea, the Australian malt is almost the
one and the only source of this product and accounts 68% of South
Korea’s overall import®. One of promising markets after the imple-
mentation of KAFTA agreement is cheese and butter export that has
got the additional level for development with the elimination of tar-
iffs. Thus, tariffs on most exported units like cheddar cheese were
reduced by 3% in 2017 and will be eliminated by 2026, for cream
cheese and mozzarella tariffs were reduced by 28% with the future
elimination in 2031, and for Gouda, Camembert, and Emmental were
decreased to 28,8% **. Overall, this market will improve Australia’s
competitiveness, as well as further energize Australia-ROK bilateral
trade.

In light of the above mentioned, it can be seen that such coun-
tries like the PRC, the Republic of Korea and Japan are deeply in-
corporated in the structure of Australia’s agriculture exports and re-
flect the overall demand for the precise country’s products. Moreo-
ver, the representation of trade based on certain products shows the
significant rise of bilateral trade after the implementation of bilateral
FTAs and the state of competition of South Korean, Japanese and
Chinese importers for the Australian beef and cattle, sheepmeat,
dairy and other groups of products.

Conclusions

Arguably, the demand for Australia’s agricultural products
will be further impacted by the overall uncertainty connected with
the COVID-19, as well as by periods of recovery from natural disas-
ters. These challenges lead to the assumption that the current trend
for reduce of certain Australian premium agriculture products will
continue to be relevant. At the same time, economic cooperation with

263



NOJNUTUYECKOE U KOHOMHUYECKOE PASBUTHUE OTAEJNBbHBIX CTPAH

India, China, South Korea, Japan, New Zealand, Malaysia, USA, and
Vietnam will eventually restore t levels of the pre-pandemic agricul-
ture production. The KPMG data indicates that it is possible to raise
the 2020 income growth from 3.5% to 3.7% by 2025

All in all, the agriculture of the Australian Union has good
prospects for recovery with growing market shares for different types
of products. At the same time, the significant influence of natural
disasters, coupled with pandemic aftereffects and trade tensions,
suggests that this process will be longer than expected and will need
a well-elaborated on approach developed by the Australian govern-
ment towards the agriculture export policy.

Arguably, South Korea, China and Japan occupy pre-eminent
positions in Australia’s agriculture export. If so, Canberra’s relations
with Seoul, Beijing and Tokyo shape the general trends in the Aus-
tralian agriculture production, as well as distinguish the privileged
categories of goods. Nevertheless, growing tensions in bilateral trade
between the Australian Union and China incentivize the Australian
farmers to explore alternative markets for selling their products, as
well as to deepen ties with those countries that can re-energize the
industry. Nevertheless, Australia is not ready to lose the Chinese
market, which is likely to remain Australian privileged agriculture
export destination in the years to come.
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