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Evaluation of the Citrus Market Diversification Program AFFA

EXECUTIVE SUMMARY AND RECOMMENDATIONS

Hassall & Associates has been commissioned by Agriculture, Fisheries and Forestry Australia
to evaluate the Citrus Market Diversification Program (CMDP) and to identify future
opportunities for the citrus industry to improve its long-term viability. The evaluation has
been required to address the perceived and actual outcomes of the program, how effectively
the objectives were achieved and how effectively and efficiently the program was delivered.
Some of the projects funded under this program are still in progress and hence potential
outcomes are described in these cases. The evaluation emphasises broad categories of
activity rather than giving a project-by-project account.

The program can be divided into five areas of activity:
e Export market access and promotion;

Domestic juice promotion;

Research and development (R&D);

Industry capacity building; and

Quality assurance.

Data for the evaluation was obtained from reviewing program and project documentation and
consulting with a limited cross-section of industry participants (see Appendix One). Mildura
was visited to investigate impacts of the program first hand at grower level. Feedback was
also obtained from the Citrus Market Development Group (CMDG) members and
incorporated as appropriate. Future opportunities for the industry were canvassed in a
workshop with the CMDG members.

The program has laid some foundations for the long term viability and growth of the industry.
Some outcomes are not tangible, or will only become evident in the longer term (especially
some of the market access and disinfestation R&D projects). Short-term impacts can be
observed particularly in industry capacity building, such as provision of information, and with
quality assurance projects.

The program has also provided some additional outcomes. The CMDP has brought together a
cross-section of industry representatives and has provided a forum for communication
between the government and industry. This is especially important considering the
fragmented nature of the industry. The CMDP has attempted to give some ownership to the
industry through consultation on the types of projects funded rather than being government
driven. The CMDP has contributed to a culture of being export-focused. These sorts of
outcomes are significant, but cannot be easily measured or qualified.

Some projects within the CMDP will continue for another two or three years. Three
recommendations are made for improved performance reporting, project design and
communication of the results to industry. These recommendations will improve the
effectiveness of ongoing projects within the CMDP and also future programs.
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e All projects funded should demonstrate good project design in that they adequately define,
measure and report against performance. Where possible, projects in progress should be
encouraged to consider appropriate performance indicators and measurement.

e Future projects should ensure communication mechanisms are in place to convey the
results to those that the project is designed to benefit.

e CMDP should fund a publication, that compiles project results, and ensure distribution to
all in the industry.

Program delivery has improved, particularly in the last year. More attention needs to be paid
to an overall strategy, as well as to following suitable administration and project management
principles. Two recommendations are made to improve the delivery of future programs.
These recommendations are likely to apply to a wider range of programs than just the CMDP.

e Future programs need processes to ensure: good program design; that appropriate projects
apply; that appropriate projects are funded; that the implementation of these projects is
facilitated; and the projects and program are effectively monitored and evaluated.

e Future government programs need to try to ensure ownership by the industry as well as
ensure that a range of skills are covered in decision making committees.

Future opportunities for the citrus industry were canvassed, given that the CMDP funding is
due to finish this year. The importance of obtaining market access was emphasised, as was
protecting the U.S. market. Specific actions could include:

Marketing
e Stock-take of market information, including specifications;

e Benefit cost analysis of new and existing markets;

¢ Risk management of existing markets (cf. quality);

e Monitor competitors, and build alliances where appropriate;

e Expand industry’s involvement with execution as well as formulation of trade policy;
Production

¢ Investigate harvest contract labour arrangements and impediments;
e Distribute CD Rom and Citrus Growing Manual, with training sessions;
e Database of suitable rootstocks to use with new varieties;

Concerted action by Industry

e Undertake strategic planning;

e Develop a streamlined industry structure; and

e Improve communication between market and growers through the use of specialist
communication officers and formal network.

The impediments that hold the citrus industry back are mainly historical. The industry needs
to work together in a collaborative fashion to overcome these impediments, to collectively
“own” the actions suggested and to capture future opportunities. Funding mechanisms to
achieve these collective goals will also need to be addressed by the citrus industry.
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1. Introduction

The Citrus Market Diversification Program (CMDP) was introduced in 1994-95 to assist the
citrus industry to restructure and improve its long-term viability. The Commonwealth
Government has provided $8.4 Million over five years for investment in this Program, which
followed past investment in programs such as the Fresh Juice Program. Other investments are
being made through Farmbis, Rural Partnerships and sponsoring research (by matching
grower levies to the Horticultural Research and Development Corporation). The CMDP is
due to end on 30 June, 1999 and the Program will not be extended past that date.

The investment in the CMDP followed reductions in tariffs and changes in sales tax for
Australian juices, which greatly changed the operating environment for the industry. Market
diversification was seen as one avenue to adjust to this new operating environment.

The funding for the CMDP was provided as a year to year allocation rather than as a package.
This, as explained in Chapter 4, presented real constraints on the activities of the Program as
the funding for the first three years had to be spent by June each year and could not be rolled
over. Also, the overall program allocation had been reduced from the announced $9 Million
to $8.4 Million.

The main objectives of the CMDP are:

To provide assistance to facilitate adjustment within, and improve the international
competitiveness and long term growth prospects of the Australian citrus industry. To
this end particular emphasis is placed on measures aimed at increasing exports of
fresh citrus fruit and fresh juice as well as import substitution.

The Citrus Market Development Group (CMDG), which includes a cross-section of industry
and statutory authority representatives, oversees the Program. The CMDG is chaired by the
Parliamentary Secretary to the (then) Minister for Primary Industries and Energy. The
CMDG has the following terms of reference:

e drive the process of marketing adjustment in the citrus industry, with a particular
emphasis on increasing exports of fresh citrus fruits but also import substitution;

e oversight implementation of the growth strategies developed by the Citrus Working
Group and endorsed by the Government and report to the Minister for Primary
Industries and Energy each six months on the extent of progress;

e develop a program of activities for expenditure of the Government's citrus market
diversification grant and seek approval for the final program from the Minister for
Primary Industries and Energy; and

e review the structure of State/Commonwealth marketing arrangements for citrus.

Hassall & Associates was engaged to evaluate the CMDP and to identify future opportunities
for the citrus industry to improve its long-term viability. The evaluation covers the perceived
and actual outcomes of the program, how effectively the objectives were achieved and how
effectively and efficiently the program was delivered. The evaluation emphasised broad
categories of activity rather than giving a project-by-project account.
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Some of the projects funded under this program are still in progress and hence potential
outcomes are described. Also, the evaluation is being conducted during the final year’s
allocation of funding. The successful projects from the final allocations have not been
considered explicitly in the review.

Data for the evaluation was obtained from reviewing program and project documentation and
consulting with a limited cross-section of industry participants (see Appendix One). Mildura
was visited, to investigate impacts of the program at grower level. Feedback was also
obtained from CMDG members and incorporated as appropriate. Future opportunities for the
industry were canvassed in a workshop with CMDG members on 25 February, 1999.

This report is structured according to the Terms of Reference: Chapter 2 considers the
outcomes and achievements of the Program. Chapter 3 considers the effectiveness with
which the objectives were met. Chapter 4 considers the program delivery. Chapter 5
canvasses future opportunities for the citrus industry and Chapter 6 draws some conclusions.
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2. Outcomes of the program

The outcomes are discussed under the broad activity areas of the CMDP. However, three
general outcomes of the program can be observed. Firstly, it has brought together a cross-
section of industry representatives through the CMDG and has provided a forum for
communication between the government and industry. This is especially important
considering the fragmented nature of the industry. Secondly, the CMDP has attempted to
give some ownership to the industry through consultation on the types of projects funded
rather than the project funding being government driven. Thirdly, the CMDP has contributed
to an industry culture of being export-focused. All three outcomes are significant, but cannot
be easily measured or qualified.

The program can be divided into five areas of activity:

e Export market access and promotion (largely fresh fruit);

e Domestic juice promotion (i.e. 100% Australian Orange Juice campaign);

e Research and development (largely fruit fly/disinfestation research);

e Industry capacity building (best practice groups, public fruit fly awareness campaigns,
budgeting, industry manuals); and

e Quality Assurance.

Each of these is discussed in turn. Table 1 summarises the area of activity, budget allocated,
types of projects, and outcomes and achievements for each activity area.

Table 1: Overview of the outcomes of the program by area of activity

Area of Budget Types of Projects Outcomes/achievements
Activity allocated
($ and %
of total)
Market access | 2,856,377 | -New markets New Markets
- export (34%) assessment, - Assessed potential of markets in Asia (Korea, Thailand,
access and Taiwan, Philippines, China).
promotion - Investigated access and implementation in Korea,
-Existing markets | Thailand, Taiwan and Europe.
promotion - Progress towards improved access to Japan and
-Australia Fresh Philippines is being enhanced by the Fruit Fly Area
developmentand | Freedom plan.
promotion
Existing Market
- Increased presence in Indonesia, Malaysia, Hong Kong,
Singapore, N.Z. and the U.S.
- Established contacts and developed close working
relationship with U.S. industry and government.
Auwustralia Fresh
-Logo developed. Promotions conducted using logo.
Recognition by major retailers achieved.
Domestic 1,041,319 | -100% Australian | - Significant press stories.
market (12%) Orange Juice - Cooperation between processors.
promotion campaign
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Table 1: Overview of the outcomes of the program (continued)

Area of Budget Types of Outcomes/achievements
Activity allocated Projects
($ and %
of total)
Research and 1,613,896 | -Disinfestation - Results of study into hot air treatments provide a basis to
Development (19%) R&D assess the potential of hot air treatments.
(R&D) -Post-harvest - Verification trials completed for Korea.
chemical and - Development of a range of time by temperature
snail R&D disinfestation treatments, and hence improved specialist
technical capability in disinfestation and market access
technology.
- Possible acceptance by NRA of 2 new disinfestation
chemicals (post harvest)
- Possible use of new fruit fly bait for disinfestation
- Effectiveness of present control techniques for snails
Industry 1,391,018 | -Fruit fly Fruit Fly Campaigns
capacity (17%) campaigns - Implementation of public fruit fly campaigns and road
building -Provision of blocks;
Information/ - Decrease in fruit fly outbreaks (not all attributable);
Products. - Better understanding of the movement of infested fruit.
Provision of Information/Product
- Provision of market intelligence to growers;
- Development of a number of best practice groups;
- Development of an industry wide strategic plan;
- Development of a series of benchmarks and standards
regarding residues in citrus;
- Budget handbook delivered and distributed to growers;
- Completion of preliminary study into the amalgamation
of State marketing boards;
- Development of a soon to be released CD-ROM package
for citrus growers.
QA 274,330 | -Quality - Should be a higher quality and more consistent fruit for
(3%) assurance the U.S. market.
officers - Provision of HACCP template for use by industry.
-HACCP
template
Sub-total 7,176,940
(85%)
Unallocated 864,578
(10%)
Meeting 127,482
expenses/ (2%)
review
Administration 231,000
(3%)
Total 8,400,000
(100%)

Note: The unallocated portion is being assessed by the CMDG during the timeframe of this study. The
proportion of funding given to each activity area will change once this funding is allocated.
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21 Export market access and promotion

The projects undertaken included:

e Assessment of new markets;

Assistance in obtaining access to new markets;

Promotion in existing markets; and

Development and use of “Australia Fresh” logo (overlaps with promotion).

Assessments of new markets

Market assessments in Asia and Europe have been conducted. The Asian markets included
Korea, Thailand, Taiwan, Philippines and China. The quality of market assessments
improved with time. This was due to more attention being paid to commercial aspects and
disseminating the results to industry. However, even more attention needs to be paid to
forecasting and detailing market specifications. The assessments provide scope for the
industry to prioritise and service the markets, if and when they come on line.

Assistance in obtaining access

Projects were undertaken to assist the process of obtaining access, examine implementation
options and subsequently to promote Australian citrus in Korea, Thailand, Taiwan and
Europe. As yet, access has not been forthcoming in any significant way, although it should be
noted that in the case of Korea, quarantine issues are a major impediment (see later projects).
Access for Australian citrus into Thailand is restricted because of the high import tariff. A
600 tonne quota was obtained in Taiwan, although it is difficult to attribute this solely to
CMDP activity. Market access requires a sustained effort and can take many years to see
fruition (see also comments in Chapter 5).

Facilitating access to the U.S. was addressed to a minor extent through the program. The U.S.
has proved a very important market in the last two years and, whilst the main work of gaining
access was largely in place, the CMDG funds built on those efforts and established
relationships in U.S. government agencies. (Support was also given to QA for the U.S.
market — this is addressed later.)

Opportunities for improved access to markets in Japan and the Philippines should be
enhanced by the Fruit Fly Area Freedom plan. Note that this is still being negotiated with the
countries concerned.

Promotion in existing markets and the “Australia Fresh” logo

Promotion activities, in existing markets, were carried out in Indonesia, Malaysia, Singapore,
Japan, New Zealand, Hong Kong and the U.S. The promotions largely focused on promoting
“Australia Fresh” produce. With the exception of the U.S., the volumes exported do not yet
show that these promotional activities have been a success (see Appendix Two). Sales, or
exports, over three to five years are a solid measure of promotional activity. The sales will
also reflect the quality of follow-up activities. Interim measures such as profile, media
coverage and contacts gained are often only considered useful if they lead to increased sales.
It is still too early to judge whether the promotional activities have led to increased exports.
Other external factors also have a large bearing on the success, or otherwise, of the
promotions and consequent sales/exports. These include: traders and promoters can be
different entities (the Awustralian Horticultural Corporation does not trade in products),
economic conditions can fluctuate in the importing country (as in early 1998 in Asia),
changes can occur in global supply (particularly from Brazil, U.S. and South Africa) and there
may be a lag involved as current contracts are fulfilled.

Hassall & Associates Pty Ltd 5
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The development of the “Australia Fresh” logo was accelerated by CMDP funding. There is
a mixed reaction in industry to the logo, although it is generally recognised that it does allow
more generic point of sale (POS) promotion and recognition from retailers. Certain players in
the industry prefer to use their own brands and support from the citrus industry was
withdrawn for a period, but has recently been reinstated.

2.2 Domestic juice promotion

The main project continued the 100% Australian Orange Juice campaign. The campaign
generated significant press stories (>50) and achieved some cooperation by processors. The
campaign mainly used high profile sports stars. No evidence is apparent as to the
achievements of the funding with respect to increasing consumer awareness or increasing
returns to Valencia growers (which is very much linked to global supply). Support for the
project was withdrawn.

2.3 Research & Development (R&D)

R&D funding mainly focused on disinfestation of fruit fly. By nature, this work is long term
and CMDP funding has brought forward some R&D projects. There have been some clear
results from the hot air and cold disinfestation trials. Verification trials could and should lead
to improved access to Korea and Japan. The manual to standardise disinfestation research
and other projects should also improve export potential by removing some phytosanitary
constraints. The results from disinfestation R&D are expected to provide large benefits to the
industry in the longer term.

One R&D project looking at post-harvest chemicals may lead to acceptance and continued
registration of these chemicals. Another project should provide information on snails and
effectiveness of present control methods.

Industry capacity building

Many projects aimed to increase general industry capacity to supply markets. Projects
included: a strategic plan; production of a CD Rom; market intelligence; best practice groups;
public fruit fly campaigns and roadblocks; determination of national residue levels; a budget
handbook; and a study looking at amalgamation of State marketing boards.

The strategic plan was produced, which contained a good overview of the industry and
provided a vision that could be quite workable. However, it appears that many of the
activities outlined have either not been undertaken or reported against.

The CD Rom is due for launch in April 1999, at the Australian Citrus Growers’ Conference.
It promises to present a complete growers’ guide in a user-friendly format, which should be a
good resource to the industry and enhance the uptake of some well established technologies.
The CD Rom is in a format that allows it to be updated at a future date.

Market intelligence reports were provided to industry and seem well received. A second
phase has been funded.

The best practice groups have shown how growers (and other sectors) can improve viability
through comparison and discussion. The success of this project has mainly been in the
Sunraysia area, where the Murray Valley Citrus Marketing Board has continued funding of
the project.
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Public fruit fly campaigns and roadblocks have been conducted and people point to the lack
of recent outbreaks to show the appropriateness and success of the efforts (note there are other
factors which influence an outbreak). NSW Agriculture has conducted surveys and has found
that the level of awareness of keeping fruit fly out of major inland areas has improved
dramatically.

Residue level benchmarks and standards have been developed for citrus. These standards
give a means to check and monitor the use of chemicals in the citrus industry. This is
important for continued export and domestic marketing of citrus, given that the industry relies
on a fairly “clean and green” image.

The budget handbook has been delivered and distributed to growers. The material has also
been incorporated into the CD Rom, in a form that allows growers/industry to adjust the
budgets to match their own situation.

The preliminary phase of the study looking at amalgamation of State marketing boards was
completed, which recommended a continuation of separate entities with more attention paid
to collaboration. Note that the roles and functions of the Murray Valley Citrus Marketing
Board are currently being investigated under Competition Policy.

2.5 Quality Assurance (QA)

The projects supported positions of quality assurance officers for the U.S. market (oranges)
and other markets (tangelos). Higher quality and more consistent fruit should result from
implementing QA schemes. This has been achieved with higher out-turns and reduced skin
breakdown and decay levels, as has been reported in the first year of the skin breakdown
project conducted by Riversun. The Riversun QA project has also identified a range of
potential threats and subsequent risk management options.

Funding for a generic HACCP template should also provide assistance to the industry for the
implementation of quality management and food safety requirements.

Chapters 3 and 4 puts these achievements and outcomes from the five activities within the
context of allocation and delivery.
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3. Effectiveness of achieving the objectives

In general terms, the program has laid some foundations for the long term viability and
growth of the industry. Many of the outcomes are not tangible, or can only be realised over a
longer term. The objectives are difficult to report against, mainly because the volumes
exported and provided as a substitute for imports are both dependent on global forces beyond
the direct influence of the program. The volumes exported (Appendix 2) show both an
increase and decrease over the time of the program. Reporting against competitiveness and
viability, mentioned in the objectives, was beyond the scope of this review.

Projects have generally done what they said they would do, in terms of tasks, and there are
very few projects that can be considered to have failed. If tasks could not be completed, or if
the tasks became inappropriate due to changing circumstances, then the funds were utilised
for other agreed projects, or refunded as appropriate.

Improved performance reporting, project design and communication of the results to industry
are activities that may have enhanced the effectiveness of achieving the objectives.

Performance reporting and project design

One constraint to the outcomes has been the lack of clear definition of objectives and
performance reporting. In general, the projects completed to date did not define, measure nor
report performance. Reports showed either a confusion between inputs (what was done),
outputs (direct results) and outcomes (anticipated impact on industry), or a reluctance to
describe more than “this is what was done”. Formal evaluation at a project level generally
was not carried out, except for R&D projects that generally go through peer review processes.
The lack of prior evaluation and performance reporting has made the identification of
outcomes in this evaluation difficult. Statements that objectives were met, without
substantiation, were frequent.

Insistence on performance monitoring is essential to ensure accountability of public funds.
However, more than this, performance monitoring is a part of good project design. It
demonstrates that the project has been carefully considered and, therefore, increases the
likelihood of obtaining successful outcomes and knowing what has been achieved. Hassall &
Associates recommend that solid project design is a high priority for future projects.

Recommendation:

All future projects funded should demonstrate good project design in that they
adequately define, measure and report against performance. Where possible, projects
in progress should be encouraged to consider appropriate performance indicators and
measurement.

Hassall & Associates Pty Ltd 8
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Communication of results to industry

The funding recipients had a responsibility to report to CMDG. Whilst there are currently
reports outstanding, and the reports were variable in quality, many projects have fulfilled this
responsibility. However, there generally appeared to be a lack of a mechanism to ensure
communication occurred between the CMDG and industry to disseminate these results, or to
ensure that communication of these results occurred directly between the projects and
industry. There were some exceptions and some projects did have these communication
mechanisms built in, or were announced in the Australian Citrus News. The Commonwealth
made efforts to publicise the program and its activities, particularly information about which
projects had been funded. Our limited consultation suggests that, despite these efforts, some
sectors of the industry, particularly growers, appear unaware of the results and commercially
useful information arising from some of the projects.

Hassall & Associates propose that a publication is one way of ensuring communication of
results to industry and, therefore, that the potential foundations laid by the CMDP can be
realised. This publication could be supplemented by extracts published in the Australian
Citrus News and through the use of forums involving growers, such as Cittgroups. The
communication may be most appropriate at the end of the Program.

Recommendations:

e Future projects should ensure communication mechanisms are in place to convey the
results to those that the project is designed to benefit.

e CMDP should fund a publication, which compiles project results, and ensure
distribution to all in the industry.

Hassall & Associates Pty Ltd 9



Evaluation of the Citrus Market Diversification Program AFFA

4. Effectiveness and efficiency of program delivery

Program delivery has improved markedly, particularly in the last year, with the introduction
of eligibility, application and conflict of interest guidelines. AFFA staff have also improved
the documentation of the Program and processes of making payments. These improvements
are noted, however, the processes used in the delivery of the CMDP need further attention.

Significant constraints on program delivery resulted from the need to allocate the funding
before the end of the financial year, for the second and third year of the program. The
funding was also given as a year to year allocation rather than as a package. It was made very
clear that the funding would not be available if it was not spent in that year. Other constraints
result from the way the program was set up and managed, as discussed below.

Administrative arrangements and management

In general terms, the administrative arrangements necessary for efficient program
management can be thought of in terms of Figure 1 (from Hassall & Associates 1998 report
on the Administration of the Natural Heritage Trust within AFFA). Administration of
Programs like the CMDP can be considered in five steps, namely, to ensure:

e the program is well designed;

appropriate projects apply;

appropriate projects are selected:;

project implementation is facilitated (i.e. contracts, payments); and

projects and program are monitored and evaluated.

Hassall & Associates Pty Ltd 10
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FIG. 1: HIERARCHY OF INTENDED RESULTS FROM ADMINISTRATIVE PROCESSES

Administrative processes are in place to ensure that

Program strategy is well designed

(eg. program is properly conceptualised in terms of intended results, main strategies. Ministerial briefs
handled, etc. Program is effectively communicated - within DPIE, etc)

Administrative processes are in place to ensure that
Appropriate projects apply
(eg. guidelines, advertising, briefing States/Territories)

Administrative processes are in place to ensure that
Appropriate projects are selected

(eg. selection processes, criteria etc)

Administrative processes are in place to ensure that
Implementation of projects is effectively
facilitated

(eg. payments, contracts, etc)

Administrative processes are in place to ensure that
Projects and program are effectively monitored

and evaluated

(e.g. selection and use of performance measures, inclusion in contracts, use of evaluation studies, feedback
to program design and implementation)
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Delivery of the CMDP could have been improved with this level of rigour.

Program strateqgy is well designed

Regarding program design, a five year plan was developed, but it does not appear to have
been used to guide funding allocations or areas of activity. Although prioritisation in the
early stages was apparent through the Citrus Working Group findings, a continual
prioritisation of the markets that the citrus industry seeks to be in might have been part of a
better program design. Further, beneficiaries of the various projects were not defined, apart
from generic claims that the citrus industry would benefit.

Appropriate projects have applied for funding

There is little way of checking whether appropriate projects have applied for funding. The
availability of funds was widely advertised before the last CMDG meeting (26 February
1999). A high number of applications were received and are soon to be processed. If these
applications have followed the application and eligibility guidelines, then it is likely that the
CMDG will have more choice to select suitable projects. In general, if appropriate projects
are not forthcoming, then commissioning projects can be a good strategy. This did not seem
to have been explicitly considered in the CMDP.

Appropriate projects are selected

Projects funded in previous years appeared to represent a selection of the ad hoc proposals
that were submitted. CMDG members and AFFA staff have considered the proposals, and
many proposals have been modified before being recommended to the Minister for approval.
The recent introduction of application and eligibility guidelines should assist appropriate
selection of projects. Criteria by which certain projects are funded should always be explicit.
One area that was inadequate in the selection process was the attention paid to justification of
the budget, although this has been tightened considerably as the CMDP has progressed.

Implementation of projects is facilitated

The facilitation of project implementation by AFFA has been improving and the recent
linking of payments to milestones has been positive. The ability to roll over funds to the
following year has also helped avoid the problem in earlier years of having a rush to spend
funds before the end of the financial year. There was a significant issue of ‘underspends’,
where projects have not completed tasks for valid reasons. The CMDG has recently judged
that these ‘underspends’ should be returned and reallocated. Improvements in facilitation of
implementation of projects should be continually sought.

Projects and program are monitored and evaluated

The monitoring and evaluation of projects could have been improved (see earlier discussion
on performance reporting).

Future programs need to be cognisant of the above administrative principles.

Recommendation:

Future programs need processes to ensure: good program design; that appropriate
projects apply; that appropriate projects are funded; that the implementation of these
projects is facilitated; and the projects and program are effectively monitored and
evaluated.

Hassall & Associates Pty Ltd 12



Evaluation of the Citrus Market Diversification Program AFFA

Committee functions

The CMDG is made up of a cross section of industry representatives to advise the government
on funding. It has provided a forum for industry-government contact and an opportunity to
canvass a range of views. The government has tried to give ownership of the program to
industry, which is applauded. A secretariat (AFFA) provides some administrative support.
The CMDG members were paid their travel expenses, but not for their time, which constrains
the time they could devote to the allocation and monitoring of projects. Payment of sitting
fees might be considered for future programs rather than only paying travel expenses, as with
the CMDP.

The use of sub-committees and technical review panels could have improved delivery. As it
was, some of the members felt that they had to meet beforehand informally in order to be able
to consider all the issues raised in the time provided. Technical review committees could
have provided useful summaries and aided decision making.

Program effectiveness and efficiency also requires a range of skills to be present on the
committee. People outside the industry can sometimes offer useful suggestions. When future
committees are set up, a list should be developed of desired background and experience in a
number of disciplines. These skills can then be matched with available people. This is not
relevant for the CMDP, which finishes this year, but it is important for any future government
programs.

Recommendation:
Future government programs need to try to ensure ownership by the industry as well as
ensure that a range of skills are covered in decision making committees.
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5. Future opportunities for the citrus industry

A workshop was held with CMDG members in order to canvass future opportunities. The
results of the workshop are presented in this chapter, along with our own observations and
suggestions.

CMDG identified priorities
The five priorities for action discussed in the workshop were:

Market access (markets where efforts are in place and other new markets);
Risk management for the U.S. market and the need to focus on quality;
Cultural practices;

Customer needs and market specifications; and

Labour skills and availability.

arwdE

The current status, future needs and appropriate actions are outlined in turn.

Market access and managing demand

‘Market access’ is seen as the biggest inhibitor to export trade. The industry tends to use the
term ‘market access’ as shorthand for what is a much more complex function — that is,
managing demand. This function has three major components:

Trade policy;
Market diversification; and
Marketing.

1. Trade Policy

The industry has focused on, and perhaps over-emphasised, the trade policy aspect of ‘market
access’. The industry position is well represented in policy formulation, but the industry is
unhappy with the execution of policy, specifically:

a Bringing protracted access negotiations to a conclusion:
. bureaucrats holding up change in the industry.
a Enforcing World Trade Organisation (WTQO) safeguards in a timely way:
. especially on sanitary and phytosanitary issues.
o Getting Australian or other systematic procedures and technical issues adopted or at
least acknowledged by importing countries (e.g. with cold disinfestation).
a Industry technical and practical input, not just to the formulation of policy, but also in
its execution:
. an example is how the industry push led to jumping the queue in the
u.s.
m] Having the policy targets calibrated to the industry’s capacity to supply:
. there is no point having victories at too high a cost.
o Access doesn’t necessarily guarantee sales:
. having technical access to a market is one thing, actually succeeding in

selling to that market demands other skills — market intelligence, product
suitability, marketing and promotion.
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2. Market Diversification

Market diversification covers the following points:

] How many markets is an appropriate number for Australia?
. Australian product finds its way, directly or indirectly, to around 20
markets — but what about the importance of critical mass?
. Major markets are: the U.S., Hong Kong, Singapore, Malaysia and
Japan.
0 Building options is OK, but the industry needs to maintain markets once they are
opened. The industry needs to stick with markets for the long term.
0 A risk containment strategy is needed (see discussion of US market below).
o Monitor competitors — e.g. South Africa exported two million boxes to Japan in a
month:
. consider alliances (e.g. as undertaken in the past by the Apple & Pear
industry)
. conduct market intelligence
. project and protect our reputation as a reliable (price/quality) and

competitive supplier.

3. Marketing
Marketing is the third arm to demand management. It includes:
o The citrus industry needs discipline and focus:
. essential, but difficult to achieve in a totally deregulated market
. a fragmented industry structure gives too many ‘wild cards’
a Need to manage steps in supply chain:
. as successful wine exporters have done
. barriers include enterprise scale, critical mass and industry
fragmentation.
0 Importance of leadership:
. two examples include South Australian/Riversun efforts in the U.S. and
Jack Blick / Australia-Japan Citrus Exporters (AJCE) in Japan.
a Replicating in some way the comforts of single buyer relationships, as in the US
market, where appropriate.
a Watch domestic market base:
. for example, the risk of South African supply being used as a leverage
against domestic suppliers by big chain buyers in Australia
. need to also look after the local consumer.

Actions to capture opportunities in demand management

o Expand the industry’s trade policy focus to include execution, especially in technical
issues, as well as policy formulation. Note that in some cases with Government to
Government negotiations, industry will have little involvement.

a Conduct a stocktake of markets (and then relate that to supply pipeline and
specification of fruit quality).
. This is a very high priority. There is a large amount of information on

new and existing markets that needs to be summarised and presented in a
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useful format. This then needs to be relayed to growers and packers to meet
specifications and capitalise on windows of opportunity.

o Monitor competitors and build appropriate alliances.
o Consider and be familiar with language / culture / and other aspects of the market.
a Need for Market Co-ordination Strategy? (see section below on Strategic Planning).

US market — quality and risk management

The importance of the U.S. market was again emphasised during the workshop. The biggest
threat is seen as competition from South African exports. Australia has “the jump” on them at
the moment, but this is not seen to last. Hence, a focus on quality is needed. Quality has
probably been one of the major elements of success, and maintaining or enhancing quality is a
form of risk management for the U.S. market.

CMDG members raised the idea that industry should be disciplined to not send as much fruit
(rather to send less fruit of higher quality grades). The use of specification manuals by
Riversun (packers) is one way of keeping high quality and meeting market needs®. Limiting
fruit, for example by using quotas, doesn’t necessarily ensure meeting market needs.

CMDG members also suggested that a benefit-cost analysis of the US market would show
significant returns from future activity that maintained (or protected) the market. This item
was raised late in the workshop and a closer analysis would have been useful.

Benefits from markets include items such as size of the segment (volume x price) multiplied
by probability of success. Additional factors include likely market share and the stability of
market. Other benefits can include synergies between marketing different products, brand
recognition, etc, although the ultimate factor should be sales of product. Costs include the
direct costs of transport, handling and promotion, as well as costs of accessing markets.

A general principle is that it is usually more efficient to expand current markets than to try to
engage new markets. The analysis of markets needs to have the same rigour as a benefit cost
study, even if the items are not fully quantified.

The notion of risk management also warrants further attention, where a formal framework is
used to identify, classify, analyse, treat and monitor risks. Types of risks that might emerge
include: weak links in QA procedures; failure to meet specifications or market requirements;
breakdown in supply chain and handling; inadequate market research; aggressive marketing
(cost cutting, dumping) by competitors and currency fluctuations. Many more risks can be
identified.

Addressing quality has been the subject of attention and it should continue to be so. Quality
is, as CMDG members claimed, one of the major elements of success. Some of the later
sections touch on ways to enhance the quality of fruit supplied to markets.

Cultural practices

‘Cultural practices’ refers to processes that producers can use to increase the quality of their
fruit. 1t was suggested that there had been a fair amount of work on this in the past, but more

! Recently, Riversun have considered tightening specifications in conjunction with DNE for 1999. Only Grade 1 product
will be shipped. This should improve the overall quality and consistency of the product.
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needed to be done. The future needs included: to ensure a better adoption of existing
information; the provision of more information from market (especially from packers) to
growers; development of rootstock-variety catalogues and provision/supply of management
expertise for growers.

The provision of management expertise was suggested to come from a range of sources,
including: management advisers; packhouse field staff; extension officers (diminishing
number) and Industry Development Officers (IDOs). This is worthy of further investigation
and it needs linking to current efforts to provide expertise on cultural practices.

Hassall & Associates suggest that the distribution of the CD Rom funded by the CMDP, as
well as the Citrus Growing Manual, supported by workshops and training sessions for packers
and growers, may help match cultural practices with the need to meet specifications, or
supply of documentation for the production of safe, quality fruit.

A further suggestion is to develop a database to advise industry of suitable rootstocks to use
with new varieties. This is essential for nurseries and growers to grow the type of fruit the
market requires.

Consumer wants and market specifications

Consumer wants and market specifications were identified as being important, with the
exception of comments to the effect that “if we grow large, sweet, thin-skinned, seedless fruit
then we should be able to sell it” and “only needing one specification”. The detailed
specification manuals for Riversun and exports to the U.S. market are excellent and Hassall &
Associates suggest they are an example of what is needed for most other markets.
Mechanisms are also needed to ensure that the specifications reach the growers in a useful
format and then that the growers actually use them. The Japanese market specifications, for
example, are fairly well understood but there still appears to be barriers to their full use by
industry.

Improved picking and handling of fruit (e.g. use of plastic bins) was seen to be helping meet
consumer wants for a high quality fruit.

Two big constraints (challenges) towards meeting consumer needs are the inability to make
rapid change and the change in market wants. This should not diminish the importance of
attempting to identify and then match consumer wants with specifications.

CMDG members nominated another qualification to concentrating on consumer wants. That
is, it is not the consumer that makes the whole decision. Thus a future opportunity may be to
attempt to influence wholesalers and retailers more, perhaps by involving this group in setting
specifications. Involving the wholesalers and retailers in these discussions may also improve
their understanding of grower constraints in producing certain types of fruit.

Labour skills and availability

Producers in the CMDG were quick to identify that one of their big constraints was labour,
especially harvest labour. This included wage rates / costs, occupational health and safety
requirements and the attitude of available workers (not willing to do manual work).
Improving the skills and availability, as well as reducing the costs, of labour would have a
large impact on costs of production and fruit quality.
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Two suggestions canvassed in the workshop included increasing availability of labour (by
allowing work permits for immigrants?) and by using contract labour, where contractors
organise the required labour and bear the risks associated with skills, availability and costs
rather than the producers. The latter is heavily used in other industries (e.g. wool shearing

contractors) and probably requires some incentives to encourage its further use in the citrus
industry.
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Other opportunities
A range of opportunities were raised in the workshop but not explored. These included:

Effective promotion (export and domestic, as well as growers being aware of it);
Juice sector (domestic) — use of contracts, networks, etc.;

Industry structure, cooperation and communication;

Leadership skills;

Training;

Strategic planning;

“Professionalism” of the industry;

Supply chain management and managing costs (Australian industry has high costs);
Ports/water infrastructure;

Packhouses purchasing fruit off the tree (as with U.S.); and

Disinfestation R&D.

Some of these issues are picked up in the following section.

Hassall & Associates’ suggestions

The discussion above has focused on what was discussed in the workshop, coupled with our
comments where appropriate. This section considers issues that were not covered, or
elaborated on, in the workshop.

The attention on increasing the exports of fresh fruit has put the industry into a better position
for the future. Some rationalisation has occurred in the growing and packing sectors, and
further rationalisation is needed to produce a viable and growing industry in the long-term.

We suggest that one of the biggest needs evident is to define which markets the citrus
industry wants to be in, in the medium term, and then prioritise and concentrate on supplying
a high quality fruit of suitable specification to these markets. A benefit cost analysis could be
a useful tool in prioritising likely markets (see previous discussion). The prioritisation of
obtaining market access in different markets is handled through the Horticultural Industry
Market Access Committee. However the present approach to marketing appears to be
somewhat ad hoc and uncoordinated.

The need to prioritise marketing is probably symptomatic of a larger need, that is, strategic
planning for the industry. Strategic planning will indicate which of the actions are most
important and how many resources should be dedicated to each action. Updating the ACG
strategic plan to give it direction and purpose will ensure that past efforts are built upon and
that there is not a “reinvention of the wheel”. The current plan does not appear to be used as
a working document. Strategic planning should always be thought about as a process and not
as a final product (the “plan”). Lessons from the wine industry, in terms of elements of
success and the role of strategic planning, are included as food-for-thought for the citrus
industry (see Appendix Three). Planning and emphasis on quality in the wine industry have
been paramount and are key components of success. There are clear differences between the
citrus and wine industries. As such, the wine industry is offered as an example of a potential
model for the citrus industry; not as a prescription. There are many other models from other
industries that could also provide guidance to the citrus industry.
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Industry structure and leadership, in what is presently a fragmented industry, has been raised
as important issues to address. Problems with the present structure reflect a historical
development of the industry from a protected industry to a deregulated one. In some ways, a
streamlined industry structure should flow out of a strategic planning exercise. An alternative
would be to commission a study on the industry structure. Industry leadership is surely an
issue for industry to address, internally.

Communication within the citrus industry needs further attention as a high priority. A
different industry structure might enhance communication, or it could be that the industry
needs to consider employing communication officers (some packing houses appear to have
used field staff to communicate their situation and requirements quite successfully). As a
minimum, communication should be considered as a part of all the actions canvassed both by
CMDG and by us.

Emphasis on exporting fresh fruit should not exclude opportunities for processing. The
holding of the ‘Berri Summit’, whilst not an industry-wide event, outlined opportunities for
this market sector. The problems associated with long-term contracts have been overcome in
other industries (e.g. forestry).

Responsibility and funding

The Commonwealth government has made a significant investment in laying foundations for
growth of the citrus industry, through the CMDP. The government is also continuing support
through non-industry specific programs (such as Rural Partnerships and Farmbis) and through
trade negotiations (AQIS, DFAT, Access Committees, etc. Although citrus is one of many
industries being considered in negotiations, there is a lot of action happening behind the
scenes).

There was a general recognition by CMDG members that industry needs to take the actions
forward and that industry needs to pay for it. Reference was made to a “user-pays” principle,
where industry is receiving the benefit and hence should also pay for it. Raising funds
through a “self-levy” was one mechanism raised in the workshop. Self-levies imply
ownership by the industry. This ownership is fundamental to capturing the opportunities
discussed above.

Increasing current “regulated” levies was raised during the review, but not the workshop.
Some opposition to regulated levies is noted, where growers are questioning the services that
they receive for the levies that they pay (this was mainly directed at the levies raised by the
State marketing boards). Increasing current levies would be possible but it would have to be
matched by a clear definition of responsibilities and the benefits or outcomes of those levies.

ACG was nominated as one potential body for taking some of these actions forward.
However, no clear role was defined for the ACG (or any other body) during the workshop.
The roles of different organisations need to be seen as part of a larger issue of industry
structure and leadership.

The Commonwealth government is keen to see the citrus industry contribute to a peak
horticultural body, when the concept is progressed. Again, this is part of a larger issue of
achieving a desirable industry structure.
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Conclusion

The previous sections have identified a number of actions that can capture opportunities for
the long term growth and viability of the industry. These are summarised in Table 2. The
listing or analysis is not exhaustive.

One of the key columns not filled out, quite deliberately, is in terms of whom should take
responsibility. As mentioned, the CMDG members identified that industry needs to act and
fund these actions. An ultimate fall-back position is to say that each action is the
responsibility of individual firms — which is who will do it (if important enough) if the
industry does not. As a prelude to any strategic planning exercise, putting names against the
actions might be an interesting exercise. Extra columns that should be added to Table 2
include “timing” and “performance measures” — that is, how to know whether each action is
effective or not.

Table 2: Matrix of actions, priorities and responsibilities

Action Suggested Priority Responsibility
Stock-take of market information, including High
specifications
Benefit cost analysis of new and existing markets High
Risk management of existing markets (cf. quality) Medium-High
Monitoring of competitors, and building alliances Medium-High
where appropriate
Expand industry’s involvement with execution as Medium-High

well as formulation of trade policy

Investigate harvest contract labour arrangements Medium-High
and impediments

Distribution of CD Rom and Citrus Growing Medium-high
Manual, with training sessions

Database of suitable rootstocks to use with new Medium-high
varieties

Undertake strategic planning High
Develop a streamlined industry structure High
Improving communication between market and Medium-High

growers through the use of specialist
communication officers and formal network

The Australian citrus industry needs to “own” the actions in order to capture future
opportunities. This chapter has merely outlined some of the possible actions that can input
into the process.
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6. Discussion and conclusions

The program has laid some foundations for the long term viability and growth of the industry.
The CMDP has attempted to give some ownership to the industry as well as bring together
representatives of, what is, a fragmented industry. Some outcomes are not tangible, or will
only become evident in the longer term (especially some of the market access and
disinfestation R&D projects). The outcomes were considered in five activity areas. Short
term outcomes have been observed particularly in the industry capacity building and quality
assurance areas. A full list of achievements and outcomes has been presented in Table 1.

This report is being prepared at a time when the outlook for the industry is quite positive.
Some rationalisation has already occurred. Although the CMDP is not largely responsible for
the positive outlook, it is fair to say that the industry would not have had the same
opportunities today without the program.

Some projects within the CMDP will continue for another two or three years. Three
recommendations are made for improved performance reporting, project design and
communication of the results to industry. These recommendations will improve the
effectiveness of ongoing projects within the CMDP and also future programs.

e All future projects funded should demonstrate good project design in that they
adequately define, measure and report against performance. Where possible,
projects in progress should be encouraged to consider appropriate performance
indicators and measurement.

e Future projects should ensure communication mechanisms are in place to convey the
results to those that the project is designed to benefit.

e CMDP should fund a publication, which compiles project results, and ensure
distribution to all in the industry.

Program delivery has improved, particularly in the last year. More attention needs to be paid
to an overall strategy, as well as to following suitable administration and project management
principles. Two recommendations are made to improve the delivery of future programs.
These recommendations are likely to apply to a wider range of programs than just the CMDP.

e Future programs need processes to ensure: good project design; that appropriate
projects apply; that appropriate projects are funded; that the implementation of
these projects is facilitated; and the projects and program are effectively monitored
and evaluated.

e Future government programs need to try to ensure ownership by the industry as
well as ensure that a range of skills are covered in decision making committees.

Future opportunities for the citrus industry were canvassed, given that the CMDP funding is
due to finish this year. The importance of obtaining market access and protecting the U.S.
market was emphasised.
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Specific actions aimed at improving the long term viability of the industry could include:

Marketing
Stock-take of market information, including specifications;

Benefit cost analysis of new and existing markets;

Risk management of existing markets (cf. quality);

Monitor competitors, and build alliances where appropriate;

Expand industry’s involvement with execution as well as formulation of trade policy;

Production

e Investigate harvest contract labour arrangements and impediments;

e Distribute CD Rom and Citrus Growing Manual, with training sessions;
e Database of suitable rootstocks to use with new varieties;

Concerted action by Industry

e Undertake strategic planning;

e Develop a streamlined industry structure; and

e Improve communication between market and growers through the use of specialist
communication officers and formal network.

The impediments that hold the citrus industry back are mainly historical. The industry needs
to work together in a collaborative fashion to overcome these impediments, to collectively
“own” the actions suggested and to capture future opportunities. Funding mechanisms to
achieve these collective goals will also need to be addressed by the citrus industry.
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Appendices

Appendix 1: People consulted in the review

Citrus Market Development Group members

Senator Judith Troeth
Mrs Julie Austin
Mr Neil Eagle

Mr Steven Benham
Mr Mark Napper
Mr Michael Crook
Mr Andrew Weigall
Mr David Cain

Mr lain Worrall

Mr Peter Walker
Mr John Braniff

Mr Peter Davidson

Parliamentary Secretary for Horticulture
Parliamentary Secretary Support
Australian Citrus Growers Inc.
Queensland Fruit and Vegetable Growers
Australian Horticulture Corporation
Australian Citrus Industry Council
Yandilla Park Ltd

Citrus Board of SA

Griffith Producers Co-op Ltd

Leeton District Citrus Growers Association (HRDC)
Murray Valley Citrus

Riverina Citrus Marketing

Mr Mark Hancock, Mildura Fruit Company and CMDG member, could not attend the
workshop held to investigate future opportunities for the industry.

Agriculture, Forestry & Fisheries - Australia

Mr. Mike Alder
Ms. Sonia Fedorow
Ms. Aleata Johnston

Horticulture and Wine Branch, AFFA
Horticulture and Wine Branch, AFFA
Horticulture and Wine Branch, AFFA

Other industry representatives contacted

Mr Mark Napper

Mr. Neil Offner

Mr Howard Moxham
Mr. Bob Curran

Ms. Judith Damieni
Mr. Gerard McEvilly
Mr John Braniff

Mr. Ken Walker

Mr. Rod Farnsworth
Mr. Jeff Milne

Mr. John Eastoe

Mr & Ms. Mansell
Mr. Russell Witcombe
Mr. John Owen-Turner

Australian Horticulture Corporation (also CMDG)
Australian Horticulture Corporation

Australian Horticulture Corporation

Australian Citrus Growers

Australian Citrus Growers (export statistics and strategic plan)

Horticultural Research & Development Corporation
Murray Valley Citrus Marketing Board (also CMDG)
Grower/packer

Grower

Grower/packer

Grower/packer

Grower/packer

MFC, packer/exporter

Queensland Cittgroup coordinator
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Appendix 2: Volumes exported: 1994-95 to 1997-98

The following data was provided by the Australian Citrus Growers, based on Australian
Bureau of Statistics data.
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Exports to Singapore
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Appendix 3: Wine industry experience

The following case study was supplied by Denis Gastin, Instate Pty. Ltd., following the
workshop investigating future opportunities and interest in the wine industry. This is only
presented as an example of potential models for the citrus industry not as a prescriptive guide.

1. SUCCESS BY EVERY MEASURE

o Sales volume (pushing $1 billion per annum).
o Sales value (consistently increasing unit value of exports in terms of $ per litre).
0 Number of markets (few missed).
a Market recognition:
. Wine Spectator cover (Grange included as one of the *best ten wines
ever’)
. London Wine Show.
] Establishment of own style:
. Australian Shiraz
. dry Riesling
. varietal styles.
o Global brand names (Jacob’s Creek, Penfolds, Wolf Blass, Hardy’s).
o Despite being a small producer by world standards (i.e. only about 1.5% of global

production).
1. WHY?

o Powerful industry bodies, such as: Australian Wine and Brandy Corporation (AWBC),
Australian Wine Exporters Council (AWEC) and Winemakers Federation of Australia

(WFA).
0 Big players:
. from outside the industry (Adsteam, Fosters)
. outside the country (Pernod, Sanvaku)
. private investors (bankers).
0 Focused effort:
. UK First strike
. u.s.
. Jap Next Strike
. Eurape
. avoid distraction.

o Spending big money / thinking big
. industry (levy)
. corporate
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. small makers also spend

= persistent effort, long haul

. establishing Australia’s credentials (*Quality and diversity”)
. Winning trade support as part of the market status quo:

- 12% U.K. market share
- 27% Singapore
- 20% Hong Kong

- 5% USA.
1. RISKS
o Complacency (style, competitors), taking consumers for granted.
o Aggressive pricing / wines too young to justify premium prices.
0 Induced oversupply (over-optimistic strategy).
o Exchange rate reversal.

1. ROLE OF STRATEGY

Upside

0 Asks the questions / tests the answer (Patton).

a Assesses & weighs risks.

o Guides change.

o Encourages effort.

Downside

o No off-the-shelf model.

o Industry strategy no substitute for corporate planning.

0 Things change (Keynes) but strategy can lag:
. e.g. WFA.

a Can build excess of confidence:
. e.g. WFA.

0 Can come to believe your own publicity and fail to see your own weaknesses and
shortcomings.

o Success is built by leaders whose appetite for risk may exceed that of those who

‘follow the plan’.
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