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Australia’s agricultural trade has by and large continued
unhindered by the COVID-19 pandemic. But for some
sectors, such as those closely associated with food
service and those reliant on air freight, there were some
significant disruptions. The Australian Government
and industry continue to work together to ensure that
Australia’s trade profile remains strong and is able to
take advantage of a global economic and health-based
recovery as quickly as possible.

Demand for essential food
products is stable and will likely
see less impact than other sectors
Initially the impacts of the COVID-19 outbreak
on Australia’s agriculture, forestry and fisheries
sectors were limited to slowing demand in China.
The subsequent global spread of the virus is now
impacting on global markets, extending the scope of
possible impacts on the sector.

The International Monetary Fund (IMF) is currently
forecasting a 3% contraction in global economic
activity in 2020—worse than the global financial crisis
(IMF 2020).

For many Australian agricultural sectors, this is the
first time in recent years that markets are experiencing
price movements driven by falling demand rather
than production induced supply changes (for example
drought or cyclones).
The downturn in economic activity is unlikely to
have a significant impact on demand for essential
food products. This persistence of demand was
seen during the Global Financial Crisis in 2007–08,
when agricultural trade remained steady despite
the economic turmoil the crisis created (Figure 1).
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FIGURE 2 Projected declines in global trade
value over 2020, by recovery scenario
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Across the three scenarios, world merchandise trade
volume is expected to fall between 13% and 32%
in 2020. The value of global trade is expected to fall
between 8% and 20% (Figure 2).
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FIGURE 1 Global trade in agricultural products
during the Global Financial Crisis
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A similar conclusion has been reached by the World
Trade Organisation (WTO) who on 8 April 2020,
published three scenarios for a global recovery in world
trade, termed: V-shaped, with a short-term recovery of
only 3 months, U-shaped, with slightly longer recovery
of 6 months, and L-shaped, mapping potential impacts
from a longer recovery timeline of over 12 months
(WTO, 2020a).
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In line with observations from the 2008-09 global
financial crisis, the agricultural products and
processed food sectors are expected to experience
smaller trade impacts than all other sectors
(excepting health related sectors).

However, prices for products
are softening
Not all products from the agriculture, forestry and
fisheries sectors are essential items.

As economic activity declines and global incomes
are reduced, products consumed through more
discretionary spending will be more significantly
affected. These include high quality foods for cafés and
restaurants. These effects were seen for seafood where
the outbreak in China has been estimated to have led
to a fall in export earnings of around $200 million in
2019–20 (Mobsby et al. 2020).

High quality and food service-based products that
cannot easily be transitioned between market
segments are likely to be most strongly affected.
Indeed, there are reports from the red meat sector that
transitioning high valued product from the food service
sector to the retail sector is not viable in a number of
export markets due to high transport costs and the
sharp decline in prices received.
Notably, the need to transition between market
segments is not limited to food service sectors. In
Indonesia for example the lack of access for consumers
to wet markets has caused a transition away from beef
from feed lots to more packaged products sold through
supermarkets. For Australian exporters to Indonesia,
there has been a slowdown in live trade but an increase
in meat exports.
Some of the reduced demand previously targeted at
food service has been diverted to the supermarket and
other retail sectors. However, for some exports, the
price differential between market segments will be
too significant and the demand volumes insufficient
to compensate for consumption from food services
(Passport Euromonitor International, 2020).

For products which feed exclusively into manufacturing
supply chains, such as cotton, wool and wood products,
the impacts will depend on the extent and length
of closures of manufacturing businesses and any
disruption to the construction sector. The impact on
these industries from falling consumer incomes will be
more significant as consumers delay purchases of new
clothes and other durable goods.

Underlying all these trends, Australia’s exchange
rate has also fallen during the pandemic. The falling
exchange rate is making Australian products more
competitive in world markets and is helping to offset
some of the downturn in world prices.

Supply chains and logistics
disruptions are benefiting from
government and industry responses
There are four key points of risk that have been
identified in Australia’s export supply chain during the
COVID-19 pandemic. Currently all four elements are
either not considered to be impeding Australia’s trade
position or have been the focus of direct government
and industry responses to ease constraints (Figure 3).

Despite the risks, overall export
performance has remained strong

Official trade data indicates that, despite the pandemic,
most agricultural exports have continued to leave
Australia and reach consumers in international markets.
Export levels have been on par with what would have
otherwise been expected during early 2020 (Table 1).
Where results are down on 5-year average levels, it is
generally attributable to reasons other than COVID-19,
such as the effect of drought on domestic production.
Seafood exports are a significant exception,
experiencing a significant decline in exports in
February 2020. This was due to an unfortunate
alignment of the spreading pandemic and peak export
periods for some species. However, not all reduced
export revenue will be lost. There is some potential
for catch-up exports in 2020–21. There have also been
declines in the export of skins and hides since the
start of 2020.
Declining live animal exports is also a watch point as
the pandemic continues to evolve and demand from
Vietnam and Indonesia softens.
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FIGURE 3 Key areas for logistics and supply chain surety

Logistics and Freight

International processors

The ability to get product out of the country is a strong
determinant of Australia’s ability to trade. Air freight has been
most heavily affected with the grounding of international
passenger flights.

Most food processors internationally are likely to continue to
operate as essential activities, but labour availability in overseas
markets may slow demand for Australian exports.
Textile processors in particular have been observed to have
closed through the pandemic progression.

Key sectors identified at risk:

Meat

Seafood

Key sectors identified at risk:

Dairy

Government responses and sectoral observations:
 International Freight Assistance Measure – a new network
of 15 air freight service providers and freight forwarders
accelerating delivery of agricultural and fisheries exports into
key markets.
 Recent figures indicate a return to average monthly container
arrival levels. Previous reports of limited refrigerated container
availability are being resolved as Chinese production increases.

Cotton

Wool

Government and industry responses:
 Wool and cotton are durable products that can be stored.
 It is anticipated that demand will recover quickly once
economic activity recovers in affected countries.
 Key examples of how the wool sector is adapting to low prices
and labour shortages include, for example, extending time
between shearings.

Access to labour

Government service delivery

A number of sectors rely heavily on migrant workers for
harvesting produce. Travel restrictions, both domestically and
internationally, may affect the capacity of these industries to
produce and harvest product.
Additional challenges have been observed with qualified and
skilled labour unwilling to travel and accompany live export ships.

Continuing government services that facilitate trade, such as
certification, accreditation and other regulatory services by
Australian governments and our trading partners is important to
ensure exports and imports still flow.
This includes registration and approval services which often
require on-site audits by trading partners before exports are
allowed to proceed.

Key sectors identified at risk:

Intensive horticultural
industries

Live exports

(particularly upcoming winter
horticultural products)

Key sectors identified at risk:

All export sectors subject to
sanitary and phytosanitary
certification by export partners

Government and industry responses:

The Australian Government is:

 Visa extensions and permission for agricultural workers to
stay with one employer for a longer period.
 Permission for agricultural workers to travel between regions.
 Cooperation with live exporters to ensure availability of
Australian Government Accredited Veterinarians (AAVs).

 engaging with trading partners to provide assurance of
Australia’s systems in order for trade to be maintained.
 investigating and promoting advances away from paper-based
certifications for food and agricultural goods, including
promoting eCert trial opportunities and capitalising on
successful eCert trials to fully paperless systems.

Industry responses observed include local town accommodation
being provided for contractors to self-isolate before beginning
work, sanitising stations and temperature checks.

4

Analysis of Australian agricultural trade and the COVID-19 pandemic
ABARES insights

TABLE 1 Analysis of exports from early 2020
Commodity

Export status

Trade in early 2020 – COVID-19 impacts

Meat and
live animals

 2020 year to date (January to March) export value is 41% up on the 5-year average.
 This figure includes live cattle, where demand is falling in Indonesia and Vietnam, but
export values remain above the 5-year average, coming down from historically high levels in
November-December 2019.

Grains

 Peak export period is December to May.
 Export values for January to March are down on the 5-year average, but the main effect driving
this is drought.
 Domestic production is expected to recover subject to seasonal conditions.

Industrial crops

 March exports are tracking close to the 5-year average.
 This trend includes wine, where exports are concentrated on China. February wine export
figures were down 7% on 2019.
 Domestic wine grape production was impacted by past summer conditions including extreme
heat and smoke taint.

Other crops and
crop products

 January to March exports are tracking just above the 5-year average.
 This includes processed crop products and some summer crops which would still be seeing
the effects of drought.
 Domestic production is expected to recover subject to seasonal conditions.

Dairy products

 January to March exports were up 25% on the 5-year average.
 March export value was up 34% on the February 2020 value.

Wool

 Exports over January to March period were below the 5-year average.
 Largely related to domestic production, with time needed to rebuild flocks post-drought.
 Exports also reflect demand and prices in world markets.

Horticulture

 Peak export period is March to September, and July and August.
 Exports are tracking above the 5-year average, and in line with 2019—when exports were at
record levels with continued demand from China.
 The January to March export value was 31% higher than the 5 year average.
 March 2020 export value was 17% higher than March 2019.

Other livestock
and livestock
products

 January to March export values were in line with the 5-year average, having shown consistent
annual trends in export values of ~$250m/mth.
 This figure includes skins and hides (av. exports $66m/mth), which has seen a continued fall in
value through 2018-19 and into 2020.

Seafood

 Peak export period is over summer, and July/August.
 January export values were up 13% on the 5-year average, but down 72% in February.
 This drop was primarily associated with falls in export of lobster and abalone with the broader
seafood export category continuing to track above the 5-year average.
 March saw slight rebound in export values for crustaceans and molluscs, but the category
export value is still below the long-term average.

Oilseeds

 January to April is the strongest export period.
 January and February 2020 exports were down on the 5-year average, reflecting subdued
canola production due to drought.
 March export value increased to 22% above long-term average.

Pulses

 January to March export values are above 2018-19 levels, but below the 5-year average.
 Export figures primarily reflect the production effects of drought.

Notes: Green—Exports proceeding as expected (note: exports may still be down on average, but due to other factors). Orange—Signs of impact on exports as a result of COVID–19.
Source: ABS data
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Supplies of imported imports
have also been maintained
Despite the COVID-19 pandemic, Australia's
agricultural sector has not been compromised by
lack of access to imported inputs.

Australian agriculture, forestry and fisheries sectors
rely on imports of products from the oil and gas,
chemicals and fertilisers, machinery and equipment
and business services sectors. For processors, key
imported inputs often relate to packaging and other
component inputs (such as some milk products from
New Zealand for dairy processors).
China is Australia’s largest input supplier, followed
by the US, Europe and New Zealand. As of January,
supplies have been maintained. However, as further
limits to transporting materials and the functioning
of workplaces are expected outside of China, this
situation may have an impact on production and
harvest this season.

FIGURE 4 Most supplies of imported inputs
come from China and the United States, but Asia
and Europe are also important
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Notes: Includes forestry but not manufactured wood products.
Source: Greenville (2019)

Despite the potential for disruption, recent ABS trade
data indicate that imports of important inputs to the
agriculture sector have continued as expected. January
to March import values for chemical and fertiliser are
lower than the 5-year average due to drought related
conditions having reduced demand. Prices for some
fertilisers have also been lower than in previous years,
further lowering year to date import values. Drought
conditions have also influenced growth in stockfeed
import values (Figure 5).

6

Analysis of Australian agricultural trade and the COVID-19 pandemic
ABARES insights

FIGURE 5 Imports of agricultural inputs,
January-March 2020
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Industry reports suggest that supply chains have been
able to respond to increased demand in recent months
as seasonal conditions have improved.

There are risks associated with
insular trade policy responses

With over 70% of agricultural production exported
(Jackson et al. 2020) and close to 50% of employment
in the sector derived from trade (Greenville 2019;
Greenville et al. 2019), Australia more than
most countries is reliant on an open global
trading environment.

Australia has benefited from the global reduction in
distortionary trade and domestic support policies,
leveraged through commitments under the WTO
Agreement on Agriculture, along with the expansion
in its membership to include China. However, in recent
years progress on global agricultural distortions have
stalled and there is a risk that some recent policy
responses may linger.

The risks associated with creeping protectionism
linked to the COVID-19 pandemic should be carefully
considered and actively worked against. Global trade
relations work to stabilise the global food supply chain
and allow for greater risk mitigation and lower prices
at regional and country levels. Creeping protectionism
has the potential to exacerbate and prolong food supply
shortages and price fluctuations.

As at the 23rd of April 2020, the WTO had registered
a growing number of countries and separate customs
territories that had introduced export prohibitions
or restrictions as a result of the COVID-19 pandemic
– a total of 80, including 46 WTO members (72 if EU
member states are counted individually) and eight
non-WTO members.

The International Food Policy and research Institute
(IFPRI) also found that 5 per cent of the world’s
traded calories were affected by export restrictions
in April 2020. None of Australia’s imported food stuffs
have been affected by these export restrictions to date
(Laborde, D et al. 2020).

The Australian government and the G20 are well aware
of the risks to global food security and global food
prices should protectionism gain a stronger hold in the
aftermath of the COVID-19 pandemic. On the 21st of
April 2020, G20 Agriculture Ministers met to reaffirm
the need for continued flow of food, products and
inputs for agriculture (G20 2020).
Any shift in trade settings towards self-sufficiency and
protectionism risks jeopardising the global advances
that have been made in the trade setting over the
past 20 years.

Increasing diversity in value chains
can offer improved risk mitigation
The pandemic has highlighted issues around
concentrated supply chains for certain goods and
services. That is, where countries and sectors have a
heavy dependence on single markets, export pathways
and/or suppliers.
The recent trend to a hub system in agri-food trading
has been a driver of this concentration. For the
period 2004–2014, almost 45 per cent of growth in
agriculture and food exports used as inputs to other
country exports was concentrated in just six countries
(Figure 6).

FIGURE 6 Agri-food trading is increasingly
centred around hubs
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Source: Greenville, Kawasaki and Jouanjean (2019)

Increasing diversification in supply chains has been
discussed widely in response to identified bottle
necks and disruptions to international trade. They are
not equivalent to protectionist policies. A diversified
supply chain, which includes domestic and multiple
international options for imported inputs and export
markets, allows for risk mitigation and continuity of
supply in almost all situations. Recent OECD analysis
has shown that in some cases greater diversity in
supply chains, in terms of both products and locations,
boosted competitiveness and market performance
(Greenville, J. et al. 2019).

Ultimately, having as broad a base as possible in import
and export pathways provides the best conditions for
diversified supply chains. These would be best achieved
through multilateral efforts to eliminate trade barriers,
but also supported through an FTA agenda focused on
imports as well as exports.
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Recovery involves a number of
different possibilities
How well Australia recovers will depend on both
international market conditions and how it responds
to some of the potential lasting changes from the
COVID-19 pandemic. Overall it is expected that most
of the key settings governing agricultural trade will
remain unaffected by the COVID-19 pandemic. Food
will mostly continue to be processed close to the final
consumer, and Australian agriculture will continue
to participate in global value chains, both for bulk
products, but also for more consumer-facing products.

The prospects for recovery for Australian agricultural
trade are good. Australia’s agricultural sector and trade
profile have a long history of adaptation, evolution
and growth in the face of external challenges and
pressures. There are already encouraging signs that
this strong starting point, coupled with a strong
public health and government policy response to the
pandemic will put Australian agricultural trade in
a good position to maintain its overall trade profile
during the pandemic and to take advantage of a global
economic recovery quickly.

However, the pandemic is driving some changes that
will likely remain part of the future trade landscape.
These include shifts in consumer buying towards more
online sales, higher demand for stable and safe food,
a greater awareness of supply chain risks, increased
use of digital trade systems and the risk of creeping
protectionism. These will impact our main markets in
different ways.

TABLE 2 Legacy changes due to COVID-19
Legacy

Challenge

Where change is likely to prevail

The shift to online
buying

Need capacity to engage in e-commerce. Also requires
new regulatory systems, and options to address
switching between market segments, which is a
challenge for high value niche products.

Countries with young populations, such as
Indonesia. Also those where online transactions
were already more prevalent, such as China.

Flexible supply chains
as a risk management
strategy

Developing diversity in a way that supports strong
trade relationships but ensures production remains
nimble to rapid shifts in the global trading environment.

Australia, but other major agricultural exporters
will also respond. Will become a factor underlying
our competitive advantage.

Digitisation of trade

Developing exporter capacity as well as regulatory
systems which provide necessary assurances, but
support trade responsiveness.

Advanced and emerging economies in the
first instance.

Trade on reputation as a
reliable supplier

Need to maintain supply during the crisis and develop
strategies to address variable production domestically.

Economies where imports comprise a greater
proportion of total consumption. Examples may
include Singapore, China along with countries in
the Pacific and Middle East.

Greater concern
Need to accelerate measures already being discussed
about food safety and
that enhance supply chain transparency.
production transparency

High income countries like Japan and Korea, and
those with growing middle class such as China
and Indonesia.

Creeping protectionism

South East Asian countries where measures align
with broader food self-sufficiency policies. Also in
US where protectionism has been increasing.
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Rules based system needs to counter protectionist
developments and help unwind support measures once
the crisis has passed.
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