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Subject:
Submission – Review of Australia's Export Policies and Programs
Thank you for the opportunity to contribute to the review of Australia's export policies and programs.  We believe this to be a most important review as it relates to recommendations for an appropriate policy framework in an increasingly dynamic, competitive and global trade environment.  Trade represents an integral part of the global automotive industry.  Its annual value in Australia alone, exports and imports of vehicles and components, exceeds $33 billion.  We have limited our contribution to trade policy issues as they relate to the automotive industry.  We do, however, acknowledge the importance of programs such as the Automotive Competitiveness and Investment Scheme (ACIS) in facilitating the development of new domestic and export focused initiatives.
Background

Ford Australia is a leading automotive manufacturer.  Its core products are the Ford Falcon and the Ford Territory, for which the company has full design, engineering, manufacturing and sales responsibility.  Ford Australia employs 5,000 people in Geelong and Broadmeadows, Victoria.  In 2007, Ford Australia sold more than 108,000 locally manufactured and imported vehicles.  In 2006, Ford Australia announced a new, innovation-focused, strategic direction for the Company including significant investment in new projects and accompanying facilities of more than $1.8 billion over the next decade.  A key element of this new strategy is an expansion of Ford Australia's product development capability, and its enhanced role as a design and engineering "Centre of Excellence" for the Asia Pacific and Africa region.  One of the first major projects under this umbrella is the design and engineering leadership of a new light commercial vehicle to be sold in more than 80 countries.  This project represents one of the most significant automotive R&D initiatives undertaken in Australia.
In 2007, Ford Australia announced its intention to manufacture the Ford Focus in Australia beginning in 2011, for both local and regional export markets.  Ford presently exports its Territory SUV model to South Africa and New Zealand, as well as exporting its Falcon passenger car range and light commercial utility to New Zealand.  Ford Australia exported more than 5,800 vehicles in 2007.
Ford's Position on Trade Policy
Ford Australia has long supported the efforts of Australian Governments to achieve improved market access for Australian exports through the WTO system.  In view of the slow-moving nature and complexity of multilateral trade negotiations, Ford has also supported the pursuit by the Australian Government for comprehensive multilateral and bilateral agreements to be separately negotiated with key trading partners.  Ford has therefore conceptually supported the recent negotiation of free trade agreements with the United States, Thailand and Singapore, as well as the Australia-New Zealand-ASEAN free trade agreement presently under negotiation.
Ford's recent experience under the Australian-Thai FTA however, has highlighted several key issues that have acted to significantly constrain export opportunity.  Ford was an advocate of a free trade agreement being negotiated with Thailand.  The two nation's automotive manufacturing industries were seen to have a complementary character, with Australia specialising in the production of medium-to-larger vehicles such as the Ford Falcon and Territory, and the Thai industry more oriented towards the manufacture of smaller cars and pick- up trucks.  Ford viewed the Thai-Australia Free Trade Agreement (TAFTA) as providing an opportunity for the export of the Ford Territory in worthwhile volumes, particularly in view of the fact that the Thai market, like Australia, is right-hand drive.
However, shortly after the FTA was signed, but prior to its implementation, the Thai Government announced a new structure for motor vehicle excise taxes.  The new structure established new categories of excise tax based on engine capacity.  In addition, the government created a category for Pickup Passenger Vehicles (PPV) and levied a 20 per cent excise tax on these types of vehicles.  The Ford Territory with an engine displacement of greater than three litres had a 50 per cent excise tax levied and was categorized as an SUV vehicle whereby a main competitor was classed as a PPV despite having almost the same characteristics as the Territory.   The effect of this new domestic taxation structure was to place the Territory at a significant price disadvantage, seriously eroding its potential competitiveness.
Since the introduction of the TAFTA, there have been significant increases in the volume of motor vehicle exports from Thailand into Australia, with only very modest increases in reverse trade.  Thai automotive exports to Australia were worth $3.7 billion in 2007; 57 per cent higher than a year earlier.  Australian automotive exports to Thailand, however, were worth only $75 million.
In light of this experience, Ford has worked to draw to the attention of Australian negotiators the existence of such non-tariff barriers (NTBs) and the importance of their early identification, and subsequent plans to address their elimination, in any future FTA negotiation.  Non-tariff barriers are pervasive in many regional economies with which Australia is seeking or is likely to seek free trade agreements and can take the form of "beyond the border" arrangements such as excise taxes, import licensing and customs valuation issues.
Ford strongly supports the inclusion of dispute resolution mechanisms in any future FTA to allow an avenue to identify and address such issues in the event they arise.  Ford views the establishment of a dispute resolution mechanism in FTAs as critically important.
Ford is supportive of comprehensive FTAs that can complement the WTO system, provided it makes sense to do so.  Where there are genuine complementarities between negotiating countries with respect to their automotive manufacturing industries, Ford supports the efforts by the Government to secure comprehensive and mutually beneficial FTAs.  Ford therefore is supportive of the ASEAN-Australia-New Zealand FTA presently under negotiation.  Similarly, it encourages the Government's efforts in pursuing an FTA with the GCC group of nations.  This is a significant export market for Australian automotive product.
In instances where the benefits to the Australian automotive industry are less clear, Ford Australia advises a cautionary approach be adopted in negotiations.  For example, Japan is an automotive industry "superpower" with a highly mature and sophisticated automotive manufacturing industry.  It is also the world's largest exporter of vehicles.   It is, however, an extremely modest vehicle importer.  Automotive trade between the two countries is heavily skewed in Japan's favour despite seemingly negligible tariff levels applicable in that country.  It is difficult to gauge if any specific benefits may emerge for the Australian automotive industry from a FTA with Japan.

China has arguably a less mature automotive industry by global standards, yet has experienced rapid development and growth in both capability and capacity over a relatively short period.  China is now the third largest vehicle producer in the world behind the US and Japan, and is projected to overtake Japan in the next few years.  Ford Australia has contributed to consultations with Department negotiators on the proposed Australia-China FTA.

In both these cases, Ford urges a cautionary approach to FTA negotiations and does not see any opportunity on tariff phasing arrangements which are at variance to the Federal Government's broader MFN automotive industry policy arrangements.  The company has a similar stance toward any negotiations that may commence with South Korea; a country which has the lowest automotive import share of any OECD economy.  The risks to domestic automotive industry are believed to considerably outweigh any opportunities which may arise from free trade agreements with these countries.
Conclusion
Mutually beneficial agreements which provide fair trading opportunities and genuine, reciprocal market access must be both the objective and outcome of any negotiated FTA.  In these circumstances, Ford Australia is an advocate of trade liberalisation policies.  Ford therefore welcomes successful conclusions to negotiations with ASEAN and the GCC nations – countries offering significant opportunities for Australian automotive trade.  Where the relative benefits to domestic industry are less clear, likely to be lop-sided or unfavourable, Ford does not support any preferential concession to the prevailing domestic automotive policy arrangements for automotive trade.

Ford Australia looks forward to the recommendations and outcomes of this Review and to working with the Australian Government and Department of Foreign Affairs and Trade on these issues, both directly and via the Federal Chamber of Automotive Industries.  We would be happy to elaborate on the issues raised in this submission if required.  The writer can be contacted on (03) 9359 8068, or via email ehaug@ford.com.

Yours sincerely

Elly Haug

Government Liaison Manager
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