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Executive Summary

Australia and Mexico signed a Trade and Investment Agreement in 1994.  This provided
for the establishment of the Australia-Mexico Commission on Trade and Investment (also
known as the Joint Trade and Investment Commission or JTIC).  The JTIC has met on
six occasions, most recently in Mexico City in March 2006.  At that meeting Australia
agreed to a proposal from Mexico to establish an Australia-Mexico Joint Experts Group
(JEG) to examine the bilateral economic relationship and means for enhancing it.

This Report comprises the work of the JEG.  The JEG met in April and June 2007, with
the meetings involving government officials, private sector representatives and
academics.  The Report contains a detailed review of the state of the economic and
commercial relationship between Australia and Mexico in 2007.  The Report predates the
impact of the global financial crisis which is continuing to have significant effects on
growth rates and economic policies in both countries in 2009.

The Report finds that Australia and Mexico, while very different countries in many
respects, have much in common as middle powers and medium sized economies with
strategic positions close to major markets – Asia in the case of Australia and the United
States and Latin America in the case of Mexico.

The Report notes that the Australian-Mexican economic relationship is in good
shape, with trade and investment increasing, but that there are potential synergies and
advantages in closer economic relations that have not yet been fully exploited.
Mexico was Australia’s largest merchandise trading partner in Latin America in 2006 and
2007 with total two-way trade in merchandise goods worth approximately US$2 billion in
2006 and US$1.7 billion in 2007.  The Report also draws attention to Australia’s
emerging importance as a trading partner for Mexico in the East Asian region.

While exports of Australian coal (the largest component of Australia’s exports to
Mexico) have expanded significantly in recent years, there is a more modest trade in
various agricultural goods and in services (mostly education and other personal travel
services).  There is substantial potential for further growth in agricultural trade, including
in the export of Mexican agricultural products to Australia.  There is also significant
potential for Mexico to expand its exports of industrial goods to Australia, building on
current exports such as automotive products, telecommunications equipment and
computers.

The Report notes, in this context, that the true size of the Australia-Mexico economic
relationship, however, has been difficult to gauge, as much of the trade passes through
third countries (particularly the US).  The JEG’s work in reconciling trade statistics has
been of particular value and suggests that merchandise trade flows may be as much as
50 per cent greater than the two countries’ export statistics indicate.

The Report details significant limitations holding back stronger economic relations.
These include a lack of awareness (particularly in Mexico) of the Australian market and
the value Australia offers as a base for dealing with East Asia.  Lack of good transport
links also serves as an impediment in developing trade.  There is a perception in
Australia that Mexico’s applied tariff on industrials (the average applied tariff in 2007 was
9.66 per cent) and its applied tariffs on agricultural imports are significant trade barriers,
although Mexico noted that nearly 80 per cent of Australian goods which entered the
Mexican market in 2007 entered free of duty.  The JEG noted a range of non-tariff
barriers, including in services trade, standards setting and customs procedures impeding
trade.  Mexico also drew attention to its long-standing requests for Australia to make
import risk assessments for possible exports of agricultural products such as avocadoes.  
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The JEG identified options to enhance the bilateral economic relationship.  These
range from more joint promotion to increase awareness of commercial opportunities in
respective economies, to strengthening and expanding the operation of the 1994 Trade
and Investment Agreement and finally to the negotiation of a comprehensive high quality
bilateral Free Trade Agreement (FTA).  

A high quality comprehensive FTA has the potential to deliver the greatest economic
benefit.  The Report notes, however, there is still a measure of opposition in both
countries to moving immediately to negotiations.  Accordingly, it would be prudent to wait
until circumstances develop in both countries, including greater support from key
stakeholders, to enable the political decisions necessary for the negotiation of such a
comprehensive FTA.  

The JEG recommends that, pending the development of more support for an ambitious
FTA, Ministers agree to revitalise and refurbish the Commission on Trade and
Investment to stimulate increased economic cooperation in all relevant areas and to
enhance the trade policy dialogue between the two countries.  The JEG is confident this
would provide an immediate means of strengthening bilateral trade and investment.  
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Chapter One – Introduction

Australia and Mexico are two countries which – despite important differences – share
many features and interests in common.  Mexico, along with Brazil, is one of Australia’s
largest trading partners in Latin America, while Australia is emerging as a significant
trading partner for Mexico in East Asia.

This Report comprises the work of the Australia-Mexico Joint Experts Group (JEG) which
was convened in April and June 2007 to find ways and means to enhance the bilateral
economic relationship.  It has been prepared to provide a sound basis for further
discussions and to establish a work plan ahead, including possible future negotiations
between the two countries.

Background

Geographically, Australia is the only country which is a continent and it is the world’s 6th

largest country in area.  Measured in US dollar terms, Australia is the world’s 15th largest
economy, ranking 10th among industrialised nations.  Australia is rich in natural, mineral
and agricultural resources and has highly developed industrial and services sectors.
Australia’s population of 21 million is one of the most multicultural in the world.  Mexico is
the world’s 15th largest country in area (about one quarter the size of Australia) but ranks
as its 13th largest economy.1  Mexico’s population, in excess of 100 million, is five times
larger than that of Australia.  

Both countries extend through a wide range of climatic zones and have diverse
eco-systems.  Yet both face the constant threat of desertification, and water shortages
are a way of life.  Australia is in fact the world’s driest continent.  Despite this, both
countries have highly productive areas of arable land.  In the case of Mexico these areas
constitute about 11 per cent of its land area and in Australia about 6.5 per cent.  

Both countries were the cradles of highly distinctive indigenous cultures which underwent
unprecedented transformation with the arrival of Europeans.  In both countries European
immigration resulted in the development of European legal and governmental institutions,
albeit with local flavour, and provided the impetus for economic growth.  

A breakdown of both countries’ Gross Domestic Product (GDP) into sectors reveals
some similarities: in both countries the services sector dominates, constituting
70.5 per cent of GDP in the case of Australia and 69.6 per cent in the case of Mexico.2

The agricultural sector, while of major importance as an export earner for both countries,
represents just 2.3 per cent of Australia’s GDP and 3.5 per cent of Mexico’s.  On the
other hand, manufacturing comprises around 10 per cent of Australian GDP compared
with 18 per cent in Mexico.  

Politically, both countries are federal democracies, with robust political cultures.  In recent
years, both countries have undergone significant change.  In Mexico, the ending of the
dominance of the Institutional Revolutionary Party (PRI) in 2000 has transformed the
political scene, with complex political balances and alliances becoming more common,
necessitating more consensus-building and compromise.  In Australia, the transformation
from an Anglo-centric culture with a heavily-protected economy to a cosmopolitan society
with an open economy has resulted in high economic growth and greater global
integration.

                                                  
1 Source: International Monetary Fund, World Economic Outlook Database, October 2008.
2 Based on the definition for services plus construction used by the Organisation for Economic Cooperation and
Development (OECD).
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Australia in 2007
Australia is a country with 21 million people, with a per capita GDP that is fourteenth in the
OECD in US dollar terms.  Features of Australia’s economic performance up to 2007 have
included six years of budget surpluses, reducing public debt (at zero), low inflation, low
unemployment and high and rising labour productivity.  Australia averaged 3.7 per cent per
annum real GDP growth between 1991 and 2006.  The economy grew by 4.4 per cent in
2007.

Australia has 0.3 per cent of the global population, but around 1.4 per cent of global GDP (in
terms of purchasing power parity (PPP)).  Agriculture comprises around 2 per cent of the
Australian economy and around 12 per cent of total exports.  Minerals and energy account
for around 9 per cent of the economy and around one third of total exports.  Manufacturing
makes up 10 per cent of the economy, and over 20 per cent of exports.  The bulk of
Australia’s GDP is generated by the services sector, and services exports comprise over
20 per cent of total exports.

Australia is a free and open market economy with limited government interference, and
participates fully in the global trading system.  Globalisation has presented some challenges,
but Australia’s integration into the world economy has been a major factor in 16 successive
years of economic growth.  For the six years to 2007, the IMD World Competitiveness
Yearbook ranked the Australian economy among the most resilient in the world

Economic reforms

Major reforms in financial and labour markets, business taxation, and competition and
consumer protection policy, along with a freely floating Australian dollar since 1983, have
delivered an economy well-equipped to respond swiftly to global trends and pressures.

Australia was once a heavily protected economy, but since the 1980s it has unilaterally
reduced trade and investment barriers and undertaken widespread economic reforms.  Its
openness to trade and investment and pro-market reforms have created real, tangible
opportunities and benefits for all Australians.  The Australian experience shows that trade
liberalisation creates jobs, lifts living standards, encourages innovation and provides more
choice, at affordable prices, for consumers.

Trade policy

Australia is committed to a strong and effective World Trade Organization (WTO) as a key
element in maintaining a rules-based multilateral trading system, promoting economic growth
and managing trade disputes.  The successful conclusion of the current Doha round of WTO
negotiations is Australia’s highest trade policy objective.  In addition, Australia has bilateral
free trade agreements with New Zealand, Singapore, Thailand, the United States and Chile.3

These agreements provide for comprehensive tariff elimination and the liberalisation of
services trade and investment, and include a range of other measures aimed at expanding
trade and investment links.  Australia is also engaged in negotiations for free trade
agreements or studies into the feasibility of such agreements with a number of countries.

                                                  
3 Australia signed (with New Zealand) its sixth Free Trade Agreement with the members of the Association of South
East Asian Nations (ASEAN) on 27 February 2009.
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Table B5: Australia’s Imports of Services from Mexico

2005 2006 2007
US$m US$m US$m

Service Imports 18 20 26
Transportation services 0 0 0
Travel services 17 19 22
         Business 2 2 2
         Personal 15 16 20
             Education related 1 3 2
             Other 14 14 18
Communication services 0 0 0
Construction services 0 0 0
Insurance services 0 0 0
Financial services 0 0 0
Computer & information services 0 0 0
Royalties & license fees 0 0 0
Other business services 0 0 2
Personal, cultural & recreational services 0 0 0
Government services 1 1 2

np - not published

Source: ABS Catalogue 5368.0 International Trade in Goods and Services, Australia.  

Table B6: Australia’s Investment Relationship with Mexico

Opening 
Invesment 

position
Net Capital 

Transactions
Other 

changes (b)

Closing 
Invesment 

position Income 
US$m US$m US$m US$m US$m

Australian investment in Mexico

2005 222 56 20 298 9
2006 298 -41 137 393 np
2007 393 86 -18 462 18

Mexico investment in Australia

2005 8 2 -1 9 0
2006 9 14 3 25 0
2007 25 -19 4 10 0

(a) Direct investment statistics are compiled by the ABS, but not published. (b) Reflecting changes
 in the position due to price movements, exchange rate changes and other adjustments.
np - not published

Source: ABS Catalogue 5352.0 International Investment Position, Australia: Supplementary Statistics


