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I submit that the Australian economy has a structural problem with chronic deficit in trade of goods and services, especially advanced technology goods and services.
For reference see: http://ceda.com.au/public/research/global_engagement/foreign_investment.html

I note that TRADE is seen as a good way of improving the prospects for technology intensive goods and services to provide prospective resolution of the above situation.
For reference see:
http://www.aph.gov.au/House/committee/scin/randd/report/chapter7.pdf
I also note that many commentators focus on Industry Programs, and ignore other distortions in the domestic and international economies.
Eg ref
http://business.smh.com.au/productive-ideas--if-only-theyd-listen/20080418-274g.html




Our submission is in 8 parts as follows:

1. GENERAL TRADE POLICIES
2. STRUCTURAL AND SUPPLY SIDE ISSUES
3. TRADE NEGOTIATIONS AND MARKET ACCESS
4. INTERNATIONAL BUSINESS DEVELOPMENT
5. TRADE DEVELOPMENT PROGRAMS AND SERVICES
6. FINANCING EXPORTS
7. INVESTMENT PROMOTION AND FACILITATION
8. TRADE DEVELOPMENT RESOURCES




1. GENERAL TRADE POLICIES:
I submit that there is a need for a New Economic approach to Balance Gross National Output vs Gross National Consumption.
My view is that as a Nation we heavily reward companies providing national consumption goods and services especially in retail, building and other areas of domestic consumption. This may be driven by the quite reasonable capital gains tax free status of main residences as well as the LOW Risk of these business areas.



We need to rebalance the incentives (and reduce the negatives) to ensure that technology based enterprises are the flagship areas for high levels of reward. That would be even in a global environment where volume absorption of costs is a key driver, as well as IP Leakage and other more complex trade issues, such as exchange rates and other country tariff and non tariff barriers.
Overall we seem to be good at punishing any company that had a problem with control of their complex operations especially those who are involved with exports. 
It would be very good if we studied the success stories for the value added exports and adopted a model to suit their experiences.
Some better definition of the sectors would help - beyond old ideas like Goods and Services.





2. STRUCTURAL AND SUPPLY SIDE ISSUES

Given the points in Section 1 it is important to note that Companies that operate in International Markets face complexities and risks at least an order of magnitude greater than those operating only in the domestic economy.
The mere existence of a larger footprint means more areas of risk such as in areas of Export Documentation, Safety Management, Regulatory Management and Labour Management, to name but a few.
Policies to date have been focused on punishment with few acknowledgments other than some award programs.

The role of innovation is very significant and we especially note that there is no seamless connection between innovation programs and export programs.


ICT is most likely to be the means for resolution of this problem.
Furthermore it seems that as a country we might need to focus on specific sectors to ensure we invest in areas where we have the best chance of success.

Foreign ownership rules. If an overseas company acquires an Australian operation it should be required to deliver an export plan for some proportion of the output of that company.






3. TRADE NEGOTIATIONS AND MARKET ACCESS
Generally these have been well conducted but there seem to be many complex and subtle barriers put in place to impede exports into other countries eg Chinese Wool Tariffs amongst others.
While negotiations continue the companies are driven out of business. Replacements can be hard to find!





4. INTERNATIONAL BUSINESS DEVELOPMENT
Outward investment seems to be driven by the need to invest in stable safe and mature i.e low risk countries. The fact that there are problems in OECD countries makes investment in Asia Pacific look very risky indeed. Security is but one factor here.
Tax treaties and relative tax treatments are another significant factor in my opinion.



5. TRADE DEVELOPMENT PROGRAMS AND SERVICES
I submit that there is a very significant difference between three key areas of trade:
a) Export of Physical Goods
b) Export of Intangible Services
c) Export Processes Involving Importation of Persons who may participate in acquisition of services here eg Tourism, and Education.
These may be further evaluated as for:
· Physical Goods of low Value per Tonne
· Physical Goods of Medium Value per Tonne
· Physical Goods of High Value per Tonne.
The need is for programs to be designed to suit precisely the nature of the sector being developed. 
There is a market failure in the high value areas as Export Ready programs do little to assist the establishment of an export culture in companies that operate only in the Australian Market.
The ideal would be a base in selected countries that actively sought out potential export products for import into that country. Most likely OECD countries!

I submit that EMDG has been useful as a learning mechanism.

However it can be contrasted with the Australian government R&D Programs mechanisms where there are a series of online and offline gates to ensure that applicants meet the criteria for program access!
This should then lead to more online and offline documentary verification to ensure that exports are facilitated.



· Is it possible to contemplate a self assessment model?
· Is it possible to contemplate a best practice model?
· Is it possible to contemplate agents in target markets being retained or appointed or verified by the department of trade acting to facilitate exports?
· Is it possible to contemplate a system for registering Export Activities in a financial year possibly reporting to two departments??
 






6. FINANCING EXPORTS 
I submit that EFIC is a very positive mechanism.

Could it possibly issue export bonds or act as a broker for transactions?



7. INVESTMENT PROMOTION AND FACILITATION

I submit that INVEST AUSTRALIA is a very positive mechanism.
All companies investing in Australia should be required to export half the revenue of their Australian operations.




8. TRADE DEVELOPMENT RESOURCES

I submit that one of the ways to Kick Start Stage Government – Private Partnerships is via small Export grants especially where there is a need to define the interests of the parties.
One of these should be the Communication of the results of Export to the Public media in a way that is meaningful to the wider community.







I would be pleased to expand further on any of these points with any review committee at any time, given sufficient notice.

Christopher P. Doubae
2 May 2008
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