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Foreword
This study fills a gap through enhancing our understanding of the importance of large enterprises,
including foreign-owned companies, for the Australian economy and for our trade and foreign
investment interests.  In 2000/01, the 100 largest enterprises underpinned close to $50 billion
worth of Australian exports.

The study complements studies undertaken in the past of the contribution the small-to-medium
enterprise (SME) sector makes to our export efforts.  Of course, there is considerable
interdependency.  Our SMEs depend significantly on our large companies for their sales.  A
number of large companies similarly depend on SMEs for their business or are reliant on SMEs as
a source of supply for their business inputs.  

It is our business sector, both big business and SMEs, that drives our export effort.  The
Government is very conscious of the need to strive constantly to put in place a competitive
business environment – with the taxation regime, education policy, innovation policy and flexible
labour markets all vitally important.  It has already addressed a number of business concerns in
the area of international taxation and flagged that a number of important international tax issues
will be subject to further review.  It has also announced that there will be an independent review
of both the competition provisions of the Trade Practices Act as well as their administration.  

The Government remains committed to providing a competitive environment for our existing
exporters, both large and small, to further expand their exports.  The Government has also
committed itself to doubling the number of Australian exporters by 2006.

The more competitive our businesses are, the better equipped they will be to take advantage of
the export opportunities the Government seeks to create through its active trade policy.  The
contribution of large companies to our export effort will be better understood as a result of this
study.

Mark Vaile MP

Minister for Trade
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Overview

Australia's 100 largest enterprises are a major force in the economy.  They are big employers and
big income earners for Australia.  They are even more important contributors to Australia's
exports than to the nation's output.  In 2000/01, they underpinned Australia's trade effort to the
tune of almost $50 billion worth of export income, representing close to one-third of Australia's
total exports of goods and services.  Fifteen of these enterprises had export earnings of $1 billion
or more.  These 100 enterprises also account for some 90 per cent of Australia's foreign direct
investment abroad and their offshore operations earn them revenue in excess of $100 billion a
year.

The list of the 100 largest enterprises changes constantly, but the share of those which are
majority foreign-owned (less than one third) has remained stable over the past half decade.  These
foreign-owned companies contribute 20 per cent of Australia's merchandise export earnings and
employ large numbers of Australians.

Australia's 100 largest enterprises are the focus of the study

During the past decade, much has been written on the important role of small and medium
enterprises (SMEs) in the Australian economy in driving innovation, new exports and new jobs.
The Government, through its export agency Austrade, is committed to a doubling of the number
of Australian exporters and these new exporters will mostly be SMEs.  This study, however, is
intended to focus on the larger firms.  It draws on the rather limited data and analysis available
on the economic contribution of Australia's large businesses and focuses particularly on their
trade and investment role as Australia responds to the challenges of globalisation.  The study is
aimed at achieving a better understanding of the significance of large enterprises including those
that are foreign-owned, with a particular focus on the top 100 enterprises ranked on worldwide
revenues.  Growing Australia's exports in coming years will depend both on increasing the
numbers of exporters and on existing exporters, large and small, further sharpening their focus
on export activity.

Large companies are clearly important on many fronts

Quite apart from the importance of large enterprises in terms of such indicators as revenue,
employment, trade and inward and outward foreign direct investment, their importance is
apparent on many other fronts.  Large companies are important for the health of domestic capital
markets.  They contribute significantly to the economy's direct and indirect tax base.  They are
important sources of dividend income for Australian shareholders.  They also contribute in a major
way to the nation's research and development effort.  Because of their business networks, large
companies tend to access the best of what the world has to offer.  In some cases, they are a vital
part of their local communities.  Small-to-medium enterprises can also depend significantly on
them.

There has been much change at the top

The list of the top 100 enterprises has in recent years been characterised by constant change, not
just in terms of enterprises moving into or dropping out of the list, but also through acquisitions
and disposals of companies or assets, mergers, de-mergers, major restructurings, privatisations
and also some corporate collapses.  Change at the top would appear to have been more evident
over the past year or two than previously.
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There have also been significant changes in recent years in the importance of different industries
represented by Australia's largest enterprises.  The growing significance of service sector
companies is clearly evident.

With privatisations, Government enterprises have assumed a lesser significance in the list of top
100 enterprises in recent years.  There has been no discernible upward trend in the importance
of majority foreign-owned companies in the top 100, in either number or revenue terms, over the
four years to 1999/2000.

A commanding presence in some industries

Australia's very largest companies are dominant players in the domestic market in certain industry
segments.  At the same time, Australia has only a limited number of companies that are truly big
in global terms.

Responding to community concerns

Although there is always room for improvement, there is evidence that large companies are
responding to the need to be good corporate citizens and take due account of social and
environmental outcomes.

Large companies are important contributors to exports

Businesses employing 200 or more persons involved in exporting contribute around half of
Australia's total exports of merchandise.  They also employ almost half a million people.
Manufacturing and mining businesses contribute the bulk of the merchandise export revenues of
these large businesses.  Large mining companies dominate the exports of the mining industry,
while large manufacturing businesses account for more than half the exports of all manufacturing
businesses.  Encouragingly, the number of significant exporters of elaborately transformed
manufactures (ETMs) has been growing over the past decade.

Data also indicate that large businesses contribute 40 per cent or more of exports of business
services.

The top 100 are estimated to have accounted for around $40 billion in merchandise exports for
the most recent 12 months reporting period, representing some 35 per cent of Australia's total
merchandise exports.  They also contributed over $7 billion in services exports in 1999/2000.
Primary products predominate in the export profile of the top 100 and represent the bulk of the
combined exports of the very largest exporters of merchandise.

Foreign-owned companies play a significant role

Foreign multinationals make an important contribution to the Australian economy.  Foreign direct
investment into Australia is dominated by a relatively small number of investors and large
companies account for the bulk of foreign company activity.  In manufacturing, large companies
that are majority foreign-owned account for over one-third of both the employment and turnover
of all large businesses.  They also account for around two-thirds of the employment and half the
turnover of all majority foreign-owned businesses.

Improved competitiveness of the Australian economy over recent years has fostered a more
outward orientation on the part of foreign-owned companies, with their exports now significantly
greater than a decade ago.  Most notably, automotive exports have been growing strongly in
recent years and presently account for over half of the top 100 companies' ETM exports.  These
companies, along with the multinational oil companies, the Japanese trading houses, Rio Tinto
and Alcoa World Alumina Australia, are highly significant contributors to Australia's exports.
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Overview 

With internationalisation and global commercial consolidation, large multinationals are becoming
more important in the global economy and in national economies.  Australia's large companies
therefore face greater competitive pressures.  However, while globalisation may lead to
heightened cross-border mergers and acquisitions (M&A) activity and precipitate some business
closures, it is also opening up new opportunities for Australia's large companies.

Large companies have been turning more and more to offshore activities to grow their
businesses

Many Australian companies, mostly larger ones in predominantly non-traded industries, have in
recent years looked to extending their presence beyond Australia.  This activity, in turn, not only
ensures survival but can also drive further employment of Australian resources and skills.  The top
100 enterprises derive revenues of in excess of $100 billion a year – or almost a quarter of their
combined revenues – from offshore activity.

The evidence is that offshore investment has beneficial impacts on the Australian economy,
including through dividend streams and the transfer of best practices and technologies.  It can
also be more and more critical in an era of globalisation when global networks can be crucial to
success.

Policy challenges in a globalising world

As a consequence of globalisation and the increasing role played by large multinational
companies, government policies in a wide range of domains, notably trade, foreign investment,
industry, taxation and competition, are becoming more complex to devise and increasingly
interlinked.

Globalisation trends indicate a growing need for trade policy to take account of areas such as
competition policy, investment regulation and trade-related aspects of taxation.  These issues are
already finding their way onto the agendas of multilateral trade talks and are increasingly being
raised in bilateral trade discussions.  The issues are new and developing quickly and it will be a
challenge to ensure they are appropriately incorporated into trade agreements.

The need for a supportive business environment 

Perhaps the major contribution governments can make to the growth of large companies is to
provide the right macroeconomic settings and ensure a competitive business environment.  Of key
importance are a competitive tax regime, a flexible labour market, a sound approach to
education, support for science and innovation, and good economic infrastructure.

Concerns have been expressed recently that Australia is destined to become a 'branch office
economy', with more of our large companies shifting their headquarters overseas and
multinationals becoming more dominant in the Australian economy.  With the right policy
settings, Australian companies can compete on the global stage while remaining based in
Australia and there is considerable evidence that this is occurring.  Some Australian companies are
becoming significant participants in the globalisation process via cross-border M&A.  In 2001,
Australian companies became significant net acquirers of foreign assets through M&A.

Addressing business concerns in a globalising economy

The two areas of policy that have come in for recent comment from sections of Australia's big
business constituency are taxation policy and competition policy.
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Over the past two or three years, the taxation treatment of income earned by Australian offshore
subsidiaries has been a vexed issue.  Many large companies have maintained they are tax-
disadvantaged because of their substantial offshore operations.  A number of companies have
been reported to have been giving serious consideration to moving their headquarters offshore
on account of the tax regime.

The concerns aired by business are twofold.  First, there have been concerns over the high rates
of dividend withholding tax (DWT) on income earned abroad by Australian companies applied by
overseas tax jurisdictions, under tax treaty arrangements.  Second, there is some concern over the
inherent bias of the dividend imputation system against foreign-sourced income.

The Government has taken a number of important steps to address concerns relating to the tax
treatment of both outward and inward foreign direct investment.  Most notable recently was the
agreement reached with the United States to remove the DWT on most Australian direct
investments there.  It has also undertaken to consult to ascertain the case for any further reforms
in the area of international taxation.

On competition policy, criticisms have centred on questions about the administration of
competition policy in a globalising economy, and whether or not sufficient account is taken of the
competitive challenge faced by business.  Some argue that the Trade Practices Act may not
sufficiently recognise that markets are increasingly global and radically altered by technology.
Concerns have been expressed that mergers that would otherwise deliver net public benefits may
be being prevented.    At the same time, others, notably the small business community, would not
want to face increased industry concentration and market power.  In response, the Government
has foreshadowed an independent review of the competition provisions of the Trade Practices Act
and its administration.
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The top 100

The top 100 account for:

• around 20% of the nation's revenue and 11% of the total workforce;

• some 70% of the total capitalisation of the Australian Stock Exchange (ASX);

• 35% of Australia's merchandise exports and 48% of Australia's export of non-travel services;
and

• over 90% of the total stock of Australian foreign direct investment abroad.

The top 100 collectively hold a commanding position in a number of industry segments, notably:
mining, retail trade, building and construction materials, motor vehicles, petroleum refining, air
transport, communication services, finance and insurance.

As a group, the top 100 derive almost a quarter of their revenues offshore.

The 26 companies in the top 100 that also have a top 100 asset and employment rank-
ing

These 26 companies account for:

• close to 60% of the domestically-generated and worldwide revenues of the top 100;

• around 60% of the capitalisation of the ASX and include 17 of the S&P/ASX 20 Index;

• over 80% of the total stock of Australian foreign direct investment abroad; and

• towards 90% of the revenue derived from offshore operations by all the top 100.

On average, these 26 companies derive/hold some 35% of their revenues/ assets offshore.

The 31 majority foreign-owned companies in the top 100

These 31 companies account for: 

• around 37% of the revenues of all foreign-controlled companies and around 22% of the
revenues of the top 100;

• 6% of the nation's revenue;

• some 20% of Australia's merchandise exports; and

• over a quarter of the stock of foreign direct investment in Australia.

This group of companies is particularly prominent in the motor vehicle and petroleum refining
industries.

1 Drawn from ‘The BRW1000’ – a listing of companies ranked on worldwide revenues – published in the
BRW, November 17, 2000

At a glance: Australia’s top 100 enterprises1
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Globalisation is exposing Australian industry to increasing competition – competition in the form
of imports, and competition from foreign multinationals setting up or expanding their operations
in Australia.

At the same time, Australian companies have been increasingly looking to expand their activities
offshore, in turn driving their capacity to sustain and often expand the Australian part of their
operations.

Some of these developments have given rise to a measure of community concern and negative
perceptions of the impact of globalisation on Australia.  There are concerns on two broad fronts.
First, there are concerns over the levels of foreign ownership of businesses and assets in Australia,
with large multinationals seen to be taking an increasing stake in the domestic economy.  Second,
as some of our larger companies begin to earn the bulk of their incomes offshore, there are some
concerns that they may re-locate their headquarters offshore, and possibly their tax domicile also.
Taken together, the concern often expressed publicly is that a likely outcome of globalisation may
be that Australia is destined to become a ‘branch office economy’.

This study sets out to build up a picture of our largest enterprises, including majority foreign-
owned companies, and underscore their importance for Australia’s economy and for our trade
and investment interests.

The study draws principally on three data sources.  These are: the annual Economic Activity Survey
undertaken by the Australian Bureau of Statistics (ABS)1; the Business Longitudinal Survey,
conducted over the years 1994/95 to 1997/98 by the ABS in collaboration with other agencies;
and the annual list of Australia's 1,000 largest enterprises (based on worldwide revenues)
published by the BRW.

The focus of the study is our large businesses generally, and the 100 largest enterprises ranked on
1999/2000 worldwide revenues – drawn from the BRW’s November 2000 ‘BRW1000’ list2

(referred to throughout as the ‘Top 100’) – in particular.

In addition to BRW data and available ABS data on large enterprises, Top 100 enterprises have
been surveyed for information on their merchandise exports and various ABS data have also been
commissioned in respect of the Top 100 as a group – in the areas of domestic economic activity,
trade in services and inward and outward direct investment.  An understanding of the activities
and directions of the Top 100 was supplemented by interviews with some 20 Australian and
majority foreign-owned companies significantly involved in exports and/or investment offshore.

A backdrop to the study is provided in Chapter 1, which highlights the increasingly important role
of large multinationals in the global economy and recent rapid growth in mergers and acquisitions
activity worldwide and in Australia.  Chapter 2 provides a snapshot of the Top 100, and identifies
some of the changes in the composition of our 100 largest enterprises over recent years.  Chapter
3 identifies the importance of large enterprises for the Australian domestic economy, as well as
their place in the global economy.

Chapter 4 underlines the importance of large enterprises for our international trading position,
both in terms of merchandise and services trade.  An analysis of the extent of foreign ownership
in Australia is given in Chapter 5.  This Chapter also reviews the importance of large foreign-
owned companies for the Australian economy.  Chapter 6 provides an overview of outward
foreign direct investment and the importance of large companies in this investment activity.
Finally, the policy issues of importance to our large companies are discussed in Chapter 7 and the
‘branch office economy’ debate is considered in Chapter 8.

1 Latest available data are in respect of 1999/2000
2 BRW, ‘The BRW1000’, November 17, 2000, based on research by IBISWorld.  The BRW’s 2001 list was

published in the final stages of this study.

Introduction



Globalisation and mergers
and acquisitions activity

1The Big End of Town and Australia’s Trading Interests

1
• Foreign direct investment (FDI) has taken on a much more prominent role in

international commerce since the mid-1990s.  Global FDI flows exceeded $US1
trillion in 1999 and 2000, up from a little over $200 billion in the first half of the
1990s.

• Multinational enterprises are becoming more important in the global economy.
Foreign affiliates' sales in 2000 were equivalent to almost 50 per cent of global
GDP and twice the value of world exports of goods and services.

• As globalisation has gathered pace, there has been considerable global commercial
consolidation in a number of industries.  Global industry structures are emerging,
with increasing levels of intra-firm and intra-industry international trade.

• Mergers and acquisitions (M&A) activity has grown to record levels recently, and
now accounts for the bulk of global FDI flows.  M&A have been dominated by
large scale transactions.

• The pursuit of economies of scale and a rationalisation of activities in an
increasingly globalised economy is driving a lot of cross-border M&A activity and
global commercial consolidation.  Growing global competition is forcing companies
to be more efficient.

• The annual number of new cross-border strategic alliances doubled during the
1980s and has been maintained at a high rate subsequently.

• While there was a drop-off in total worldwide M&A activity in 2001, offshore
acquisitions by Australian companies have held up and Australian companies have
become significant net acquirers of foreign assets.
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1.1 Globalisation and multinational enterprises
Dramatic growth in international commerce in recent years has been facilitated by a number of
developments.  Key amongst these has been market liberalisation and deregulation worldwide
plus rapid developments in information and communications technologies. There has been
extensive liberalisation of trade, investment and capital markets.  Reduced trade and foreign
investment barriers have resulted from successive GATT/WTO rounds of trade negotiations as well
as unilateral decisions of national governments.  There have also been moves towards the
international harmonisation and mutual recognition of technical standards, and harmonisation
and simplification of customs procedures.  Many countries have undertaken or embarked on
deregulation and privatisation programs.  Technology has played a significant role in the
globalisation trend.  Vastly improved communications and lower communication and transport
costs have enabled multinational enterprises (MNEs) to reorganise their approaches to production
and the conduct of international business.  The Internet and the opportunity it affords for on-line
business has been a potent force.  The industrialisation of developing countries has also brought
new players into global markets, while economic growth more broadly has boosted trade flows.

Foreign direct investment (FDI) has taken on a much more prominent role in international
commerce since the mid-1990s resulting in MNEs becoming more important in the global
economy.  Worldwide FDI flows reached almost $US500 billion in 1997, up from an average of a
little over $200 billion in the first half of the 1990s (UNCTAD 2001).  They exceeded $US1 trillion
in 1999 and 2000.  EU countries have been the source of almost 70 per cent of global FDI flows
over these two years.  They have also been host countries for 46 per cent of these flows.
Continuing integration of EU markets has been the principal driver of the industry rationalisation
underlying these particular investment flows.

Today, there are over 60,000 MNEs, with in excess of 800,000 foreign affiliates worldwide,
compared to only 37,000 MNEs with 170,000 foreign affiliates in 1992.  Foreign affiliates' sales
in 2000 were estimated to be equivalent to almost half of global GDP – up from one-quarter of
global GDP in 1990 – and over twice the value of world exports of goods and services (UNCTAD
2001).

MNEs are also prominent in international trade.  For example, in 1998 exports by US parents of
MNEs accounted for almost two-thirds of total US merchandise exports, while their imports
accounted for close to 40 per cent of total US merchandise imports (US Department of Commerce
2000).

Large MNEs, through their extensive cross-border activities, have propelled globalisation.
Moreover, as globalisation has gathered pace, international competitive pressures have intensified
and there has been considerable global consolidation in a number of industries as large MNEs
strive to attain a stronger position globally in their respective fields of activity.  This development
is reflected in data on cross-border mergers and acquisitions (M&A), which have grown to
prominence since the mid-1990s and have come to dominate FDI flows (see below).  Deregulation
and falling trade and investment barriers have opened up previously largely protected domestic
markets to increasing competition, and acted to facilitate and accelerate the consolidation
process.  The motor vehicle industry stands out as one in which there has been considerable global
consolidation in recent years.1 As a result of the recent rapid growth in FDI and cross-border
M&A, MNEs can be expected to become even more significant in international trade in the years
to come.

1 For the complex web of ownership links in the global automotive industry today, refer Diagram 4, Wells
and Nieuwenhuis (2001).
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Chapter 1 

The revenue of the world's 500 largest companies ranked on revenue in 2000 was equivalent to
45 per cent of the world's GDP (Fortune Global 500 2001).  The top 50 companies, in turn,
account for almost a third of the revenue of the top 500.

Refining, motor vehicles, general trading and insurance companies are amongst the biggest MNEs
in the world today.  They account for 17 of the top 25 companies on the Fortune Global 500.  US,
Japanese and German companies account for the bulk of the top 25 companies.  All together,
185 of the Fortune Global 500 are US companies.  According to Marsh (2000), in 1995 just five
companies accounted for 40 per cent or more of global sales in ten industry sectors – including
cars, aerospace, electronic components, steel, oil and chemicals.

Growing global competition is forcing companies to be more efficient.  Small firm size can offer
flexibility, suit some niche products and is no longer hampered by lack of information due to the
Internet.  However, global markets still dictate economies of scale advantages in many areas of
activity.  Growth through cross-border M&A can provide economies of scale.  Size is also of
relevance in view of the globalisation of the financial sector, with large funds managers having
more of the available funds for investment and not being particularly interested in allocating their
portfolios to companies that are not of global scale.  Companies below a threshold size therefore
often face a higher cost of capital.  Globalisation strategies can also assist companies in reducing
their costs, both through global purchasing practices and through transferring best practice
throughout their operations.

The structure and operations of MNEs has been undergoing change in recent years.  In contrast
to the more traditional approach of affiliates pursuing distinct strategies in their local markets with
a fair degree of autonomy, more and more MNEs are now pursuing integrated global strategies.
This can entail specialisation of different affiliates in different aspects of production and a global
approach to R&D and marketing networks.  These developments are giving rise to the emergence
of global industry structures, with increasing levels of intra-firm and intra-industry international
trade.

OECD work (cited in OECD 1996) for the United States and Japan has revealed that over one-third
of US trade is intra-firm.  US/European trade and, more especially, US/Japan trade are dominated
even more so by intra-firm trade.  Data for Australia indicate that around one-quarter of exports
in 1994/95 was intra-firm (Australian Bureau of Statistics/Australian Trade Commission 2000).
With the recent global commercial consolidation and wider adoption of integrated global
strategies, intra-firm trade would likely be higher today and growing.  Perhaps the most
prominent example of global intra-firm trade is provided by the motor vehicle industry, but other
examples include the pharmaceuticals, consumer electronics and food processing industries.
Intra-firm trade is less important outside the manufacturing sector however.  Additional
unquantified trade would stem from alliances and networking between firms (see below).

Concerns have been raised that companies in small- to medium-sized economies such as Australia
will find it increasingly hard to compete against the large multinationals of the world.  It is not the
case, however, that size is always a major competitive advantage.  For example, in banking there
are areas of business which are globalising, with big players becoming more important, and others
which do not lend themselves so much to scale and globalisation.  Also, the Internet has enabled
many smaller firms to involve themselves successfully in the global market.  Further, Harris (1993)
notes that the Canadian experience has been that many Canadian companies which have
expanded offshore have fared quite well.  Similarly, a number of Australian companies have been
quite successful in their offshore investments.  Some Australian companies are in fact becoming
significant participants in the globalisation process via cross-border M&A.  Some companies in the
transport and banking industries which have invested offshore have observed that their
competitiveness has benefited from domestic deregulation of their respective industries (Langdale
1991).
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Although some studies conclude that the extent of internationalisation of business activity has
often been exaggerated, the strong growth in cross-border M&A activity and global commercial
consolidation that has taken place since the mid-1990s suggests that globalisation is resulting in
an increasing influence of large multinationals in national economies.2 Our large companies
therefore face greater competitive challenges – and opportunities – than formerly, including
heightened cross-border M&A activity.

1.2 Mergers and acquisitions activity and alliances
In an era of global competition, more and more companies have sought to focus on their core
activities.  A lot of cross-border M&A activity of late derives from such rationalisation motives.
These developments contrast with the M&A motives of companies more common in Australia and
some other countries in the past when faced with market size constraints, viz. diversification into
new areas of business.

According to Thomson Financial, the value of M&A activity worldwide reached a record $US3.5
trillion in 2000.  Reflecting the march to globalisation, worldwide M&A activity surpassed $US1
trillion for the first time as recently as 1996.  Cross-border M&A have also grown exponentially in
recent years.  They were valued at over $US1.1 trillion in 2000 (3.6 per cent of global GDP), and
only exceeded $US200 billion for the first time in 1996 (UNCTAD 2001).  Some 90 per cent of
both cross-border purchasers and sellers were corporations in developed countries in both 1999
and 2000, with purchasers in EU countries accounting for some 70 per cent of the global total.
Most of the growth in international production over the past decade has been via cross-border
M&A rather than 'greenfield' investment.  In fact, the value of cross-border M&A rose to an
equivalent of around 90 per cent of FDI inflows in 1998 and 1999, up from an average of 50-60
per cent over the previous 10 years (OECD 2001).

The recent global commercial consolidation which has taken place in many industries is clearly
evident from dissections of the statistics compiled by Thomson Financial (and reported in OECD
2001).  First, cross-border M&A worth over $US1 billion have represented over 60 per cent of the
total value of cross-border M&A over each of the years 1998 through 2000 – the years when
cross-border M&A have come to assume particular prominence.  Second, some 60 per cent of the
M&A in these years were mergers as opposed to acquisitions.  Third, related cross-border M&A
(i.e. horizontal or vertical M&A as opposed to unrelated – or conglomerate – M&A) have
accounted for almost three-quarters of the total value of cross-border M&A in 1998 and 1999,
and 60 per cent or more over the preceding ten years.  The motor vehicles, resources,
telecommunications, utilities, finance and insurance sectors are amongst those experiencing
considerable consolidation.

However, M&A activity has dropped away since the second half of 2000, with a poorer worldwide
economic environment and lower and more volatile share prices, especially in the 'new economy'
sector, being a significant factor.  Only two deals (AOL/Time Warner and Glaxo
Wellcome/SmithKline Beecham) were worth more than $US50 billion in 2000, compared with a
record seven in 1999.  There was a 50 per cent drop in the dollar value of M&A in 2001 to
$US1.7 trillion.

2 For example, Hirst & Thompson (1999) concluded that internationalisation of business activity has not
been increasing at such a dramatic rate.  Based on a range of data and studies covering the period to the
mid-1990s, they assessed that between 65 and 70 per cent of the value added of MNEs in advanced
industrial countries continued to be produced in their home territories.



The Big End of Town and Australia’s Trading Interests 5

Chapter 1 

When stock markets are booming, managers seem to see a lower risk and be more prepared to
contemplate acquisitions, while sellers also like to sell when their share prices are at high levels.
Scrip-for-scrip takeovers become attractive in such an environment.  Conversely, managers are
more inclined to focus on their ongoing business when times are difficult, rather than
contemplate new acquisitions.

Empirical findings on the effects of M&A on corporate performance are rather mixed (OECD
2001).  Indications are that the shareholder value of acquired firms tends to increase, but this is
less clearly the case for the acquiring firms.  Of course, it is difficult to gauge how companies
would have fared in the absence of a merger or acquisition.  A recent Arthur Andersen survey of
310 senior executives of some of the world’s largest financial services institutions found that
respondents felt the best way to create shareholder value was through organic growth.3 Perhaps
somewhat paradoxically, more than two-thirds of companies surveyed had been involved in
mergers, acquisitions, strategic alliances or selling/outsourcing part of their business.  The majority
cited protective reasons for link-ups.

Strategic alliances have proved very popular as they can enable participants to enhance
significantly their customer or product range, enter technology partnerships and gain access to
expertise, without the cost or inconvenience of a merger.  Involvement in such arrangements can
therefore aid a company's international competitiveness.  Research quoted by Booz Allen
Consultants points to significantly higher returns being earned by companies which use alliances
as a major strategy.4

The annual number of new cross-border inter-firm collaboration agreements doubled during the
1980s and has been maintained at a high rate subsequently (OECD 1996).  The average number
of new cross-border strategic alliances over the past decade has been in excess of 4,000 (OECD
2001 – sourced from Thomson Financial).  Cross-border alliances have accounted for some 60 per
cent of the total number of strategic alliances over the period.  More than half the cross-border
strategic alliances have been joint ventures.

M&A and alliances involving Australia

According to KPMG Corporate Finance, and based on Thomson Financial data, the level of
completed M&A deals involving Australia in 2000 was a record $81 billion.  Half of this amount
related to domestic transactions, including the Commonwealth Bank's acquisition of Colonial and
the National Australia Bank's acquisition of MLC.  Foreign companies acquired $29 billion of
assets in Australia, while Australian companies were involved in offshore acquisitions worth $11
billion.

Similarly, takeover activity amongst listed industrial companies in Australia reached new highs in
2000, both in value and number terms (Ernst & Young Corporate Finance 2001).  According to
James Joughin, Director Corporate Finance, this was driven by a number of factors, including
strong financial markets underpinned by a growing economy and positive business sentiment.

An even higher rate of M&A activity ($118 billion) occurred in 2001.   The value of offshore
acquisitions initiated by Australian companies increased to $57 billion, up from $11 billion in
2000.5 Even without the two dual listed company mergers, involving BHP and Billiton, and
Brambles Industries and GKN, which are recorded by Thomson Financial as acquisitions of foreign

3 Sourced from their website, www.andersen.com.
4 Australian Financial Review, ‘Alliances Still Great Weapon for Expansion’ [special report on strategic

partnerships], October 3, 2001
5 KPMG, ‘Australian Companies Spend $57 billion offshore’, Media release, 5 February 2002
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companies (with a combined value of $33.9 billion), and in contrast to the international downturn
in M&A, the value of Australian acquisitions offshore more than doubled in 2001 to reach $23
billion.  There was also a dramatic turnaround in 2001, from foreign companies being net
acquirers of Australian assets in 2000 to the tune of $18 billion, to Australian companies
becoming net foreign acquirers of $29 billion of foreign assets.

KPMG Corporate Finance analysis indicates that, while most M&A in 2001 involved relatively small
deals, the 17 M&A valued at $1 billion or more accounted for 70 per cent of the $118 billion total.
Eight of the transactions valued at $1 billion or more related to offshore acquisitions by Australian
companies.  However, KPMG's head of Corporate Finance, Julian Vella, has said the data indicate
that the recent growth in offshore acquisitions by Australian companies is evident across all deal
sizes, defying predictions that a low Australian dollar would hamper offshore growth and
acquisition by Australian companies.  He attributes this to the fact that well-managed Australian
companies have benefited from sustained strong domestic economic conditions – in contrast to
circumstances in most overseas countries – and many are now seeking to take advantage of
opportunities in overseas markets.

On the obverse side, Rio Tinto is one company that has identified the low Australian dollar as a
factor prompting it to make some large acquisitions in Australia in 2000.6 With the dollar having
remained at lower levels for a prolonged period now, this may no longer be viewed as a strong
motivating factor for inward investment as, with a sustained lower currency, foreign currency
revenue streams from investments likewise stand to be lower.

Recent major international consolidations affecting Australian companies are detailed in Box 1,
while a summary of recent major consolidations at the national level is given in Box 2.

6 Rio Tinto, 2000 Annual Review

BOX 1:  Recent major international consolidations affecting
Australian companies 
2001
Singtel takeover of Cable & Wireless Optus

Singtel’s acquisition of Cable & Wireless Optus is valued at $17 billion.  The deal involved
Cable & Wireless Plc of the United Kingdom disposing of its majority stake in the company.
The acquisition should ensure continuing strong competition from what is Australia’s second
largest telecommunications network to the largest network owned and operated by Telstra.

BHP merger with Billiton

The $58 billion BHP Billiton merger is a positive example of Australian companies taking a
place on the global stage.  It fits with the stated objective of BHP under Chief Executive Paul
Anderson of becoming a global resources giant.  The merged company is a premier
diversified resources group with significant market power across a wide range of
commodities.  The group’s headquarters are located in Australia.

Brambles merger with GKN

Brambles’ $20 billion merger with the industrial support services arm of its British joint
venture partner GKN has created a leading global support services group known as
Brambles Industries.  Like BHP Billiton, the merger involves a dual-listed company structure
with the group’s headquarters in Australia. 
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2000
Hanson takeover of Pioneer International

Hanson is one of the world’s leading international heavy building materials groups.  Its $4
billion acquisition substantially strengthens its existing positions in the USA, Europe and
South East Asia.  Consequently, Hanson Australia has become the Australian affiliate of
Hanson Plc, and Pioneer International’s offshore operations have been subsumed within
Hanson Plc’s affiliate structure. 

Air New Zealand takeover of Ansett

Air New Zealand acquired the remaining 50 per cent of shares in Ansett in June 2000.
Ansett was placed under administration in September 2001.

1999
Exxon merger with Mobil

The Exxon Mobil $US86 billion merger of late 1999 was at the time the largest ever global
merger and positioned the company ahead of Royal Dutch Shell as the largest oil company
in the world.  Mobil Australia (comprising Mobil Oil Australia and Mobil Exploration &
Producing Australia) was formerly wholly owned by Mobil, while Esso Australia was wholly
owned by Exxon.  

BTR Group merger with Siebe Group

This merger created a major global automation and controls corporation, called Invensys,
headquartered in London.  BTR’s subsidiary in Australia, BTR Australia, changed its name to
Invensys Australia.  Invensys has since sold off its BTR Nylex businesses in Australia.  Owens-
Illinois (USA) purchased BTR’s packaging businesses – including substantial operations in
Australia – in 1998.

Rothmans merger with BAT

Rothmans (which had a 50 per cent share in Rothmans Holdings in Australia) merged with
BAT (trading in Australia as WD & HO Wills) in a $7.5 billion deal in September 1999.  BAT
Australasia was the resultant Australian company.

1998
BP merger with Amoco

Britain’s BP merged with the US-based Amoco in mid-1998 in a $US48 billion deal, making
it the biggest ever cross-border acquisition at the time.  The impact on BP Australia was
limited however.   BP Australia bought Amoco’s assets here, including the Bulwer refinery,
back in 1984.

Daimler-Benz merger with Chrysler

Daimler-Benz and Chrysler merged in a $US40 billion deal in mid 1998.  Daimler-Benz is the
dominant partner and the combined group’s headquarters is in Germany.  The new entity
has since gained a controlling interest (35 per cent) in Mitsubishi.
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Australian companies are quite well represented in strategic alliances.  They have accounted for
some five per cent of all strategic alliances, and seven per cent of all cross-border strategic
alliances, in OECD countries over the decade to 2000 (OECD 2001).  The importance of building
strategic alliances, both internationally and between Australian firms, has previously been noted
by the University of Wollongong (1990).  This is even more the case today with MNEs turning
more and more to sub-contracting for the supply of parts and components.  Increasingly,
opportunities are arising for smaller companies to link up with our large companies, both
Australia-based as well as foreign multinationals operating here.  The Internet is also opening up
many possibilities for collaboration (Department of Foreign Affairs and Trade 2001b).  To take just
one example, 14 of Australia's largest companies have collaborated in order to reduce their
procurement costs through the establishment of corProcure, a B2B portal.

BOX 2: Recent major consolidations at the national level 
Mayne has recently succeeded in winning support for a break-up of FH Faulding, and
securing for itself Faulding’s nationwide pharmacy network.  

Wesfarmers acquired Howard Smith in a friendly takeover in August 2001. In acquiring
Howard Smith’s BBC Hardware division, it has become Australia’s biggest hardware retailer.

Suncorp Metway purchased from AMP its GIO general insurance businesses for $1.24
billion in September 2001.  (AMP acquired GIO Australia in December 1999.)

The National Australia Bank acquired MLC from Lend Lease in June 2000.

Colonial carried out a $1.35 billion acquisition of Prudential in 1998.  The
Commonwealth Bank has since (March 2000) acquired Colonial for around $10 billion. 

Smorgon Steel Group acquired Email (minus its major appliance business) in 2001 and
ANI in early 1999.

The petroleum refining and marketing assets of Caltex Australia and Australian Petroleum
(Ampol) were merged in 1995.  Caltex Australia purchased Pioneer’s 50 per cent interest in
the joint venture in late 1997.

St George Bank acquired Advance Bank in January 1997.
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The top 100 enterprises
under study 2
• Within the set of Australia's 100 largest enterprises ranked on 1999/2000

worldwide revenues (the 'Top 100’), the seven largest accounted for 30 per cent of
their combined revenues.

• The 26 Top 100 companies that also have a top 100 asset and employment
ranking account for over half of the combined revenues of the Top 100.  They also
account for almost 85 per cent of the Top 100's total market capitalisation.

• Service sector companies, notably those in the finance and insurance sector,
feature prominently in the Top 100.

• The list of the 100 largest enterprises has in recent years been characterised by
constant change.  Change has been more evident over the past year or two, with
a number of mergers and acquisitions, restructurings and de-mergers.

• Weak profit performance and globalisation have been drivers of extensive industry
rationalisation in recent years, with a tendency for companies to focus more on
their core strengths.

• The raft of takeovers and industry rationalisations should serve to better position
Australian companies in a rapidly globalising international economy.

• With privatisations, Government enterprises have assumed a lesser significance in
the top 100 enterprises in recent years.  There has been no distinct upward trend
in the importance of majority foreign-owned companies in the top 100 over the
past half decade.
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2.1 A snapshot of the Top 100
While the importance for the economy and our trade and foreign investment interests of large
companies generally are worthy of investigation, a small number of very large companies play a
particularly prominent role.

Large companies can be defined in terms of a range of measures, including market capitalisation,
employment, turnover, value added or assets.  All have their merits and limitations (refer Annex 1).

This paper draws heavily on data from the ABS, which for the most part defines large companies
as those employing 200 or more people, or alternatively those employing 200 or more or having
assets worth more than $200 million.

The main focus of this study, however, is Australia’s 100 largest enterprises, drawn from the BRW’s
‘The BRW1000’, published in November 2000 – a listing of the 1000 largest enterprises ranked
on worldwide revenues1 (BRW 2000a) – referred to as the ‘Top 100’.  The Top 100 enterprises are
listed in Table A1 (with majority foreign-owned companies and government enterprises
identified).  In addition, some analysis is also provided of the sub-group of what might be viewed
as our very largest enterprises, namely the 26 Top 100 companies that also have a top 100
(worldwide) asset and employment ranking – refer Table A2.

Within the Top 100, a small number of companies are very prominent.  The seven largest Top 100
companies, Coles Myer, National Australia Bank, BHP 2, News Corporation, AMP, Woolworths and
Telstra, accounted for 30 per cent of the combined 1999/2000 revenue of the Top 100.  The 26
Top 100 companies that also have a top 100 asset and employment ranking accounted for over
half of the combined 1999/2000 revenue of the Top 100.  They also account for almost 85 per
cent of the total market capitalisation of the Top 100.

A broad industry breakdown of the Top 100 is given in Chart 1.  It should be noted, however, that
some of our largest companies have substantial involvement across more than one industry.

With this caveat, 32 companies might broadly be classified as manufacturing companies.  They
account for over 20 per cent of the combined revenue of the Top 100.  Australia's manufacturing
sector remains fairly diffuse, with only a few large players.

Ten Top 100 enterprises are in the finance industry (15 per cent of combined Top 100 revenue).
Sixteen enterprises are in the insurance industry, but this sector is over-represented on account of
the gross premiums measure of revenue used.  Thirteen companies are in the wholesale and retail
trade sectors (17 per cent of combined Top 100 revenue).  The five mining companies in the Top
100 account for nine per cent of total revenue.

A number of our largest companies operate in the resources sector.  Some might say this is
symptomatic of Australia being a so-called 'old economy', with negative undertones for our
economic prospects into the medium term.   However, while five of the Top 100 (including BHP
Billiton) are deeply involved in the petroleum industry, this industry is characterised by innovation
and technological development and involves considerable skilled employment.  Similarly, while
five companies are involved in mining, the Australian mining industry depends on the application
of technology and expertise in the identification and development of deposits and to achieve

1 The BRW1000 includes New Zealand enterprises as well as Australian enterprises.  New Zealand
enterprises have been excluded from the top 100 here.

2 As this study is based on the BRW1000 list for the year 2000, most references are to the former BHP, not
BHP Billiton.  The BHP Billiton merger of June 2001 will serve to further boost the importance of the very
largest group of the top 100 enterprises.  In fact, BHP Billiton stands to become Australia’s largest
company.
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efficiency enhancements.3 The mining industry is also a major contributor to R&D and user of
advanced equipment and services.

As one might expect, Top 100 companies are all very prominent in Australia, if not globally, in their
particular fields of activity (see Box 3).

2.2 Changes at the top
The list of Australia's 100 largest enterprises has in recent years been characterised by constant
change, not just in terms of companies dropping out of, or moving up into, the list, but also
through acquisition and disposal of companies or assets, mergers, de-mergers, major
restructurings, privatisations as well as some corporate collapses.

Of the top 100 companies of 1990, measured by market capitalisation, only 36 remained in the
top 100 a decade later (Port Jackson Partners 2001).  As a result of industry rationalisation, by way
of mergers and acquisitions, internally driven restructuring and insolvencies, half were no longer
listed on the Australian Stock Exchange.  The remaining 15 have slipped out of the top 100.
Sounding a note of caution, Port Jackson Partners point out that not all the surviving companies
have delivered healthy returns to shareholders.  Ten years on, 50 of the top 100 are new
companies, arising from privatisations, demutualisations, floats and industry rationalisations.  Only
14 of the top 100 companies were listed in 1990, but outside the top 100.  Several of these,
including Leighton Holdings, have performed very strongly and 'shaped the nature of competition
in their industry, or a sector within it'.

Consistent with the findings of Port Jackson Partners, of the 20 large Australian-based
manufacturing companies in 1988/89 identified by Pappas Carter Evans & Koop (1990), only ten
of these companies still fitting the description remain today (Table 1).  Eight have been the subject
of acquisitions, while others have been otherwise affected by major restructurings.  In their place,
only five companies have joined the fold.4 

3 For example, Australia’s largest mining companies are among the most advanced users of Internet-based
productivity tools for the purposes of metals trading, cutting inventories and joint purchasing (Department
of Foreign Affairs and Trade 2001b).

4 Pratt Holdings (now Visy Industries) was for some reason omitted from the 1988/89 list.  Coca-Cola Amatil
could also arguably have been included.

Chart 1: Broad industry categorisation of the Top 100
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BOX 3:  Top 100 companies: leaders in their fields* 
Coles-Myer: ‘Australia’s leading retailer…Australia’s largest non-government employer’

National Australia Bank: ‘one of the 50 largest banks in the world…(in Australia, has the)
largest banking market share’

BHP Billiton: ‘ a new global leader in the world's natural resources industry’

News Corporation: ‘one of the world’s largest media companies’

AMP: ‘a leading international financial services company…among the top 50 asset
managers in the world’

Woolworths: ‘more than 1400 stores in Australia’

Telstra: ‘Australia’s leading telecommunications company and electronic information
services provider’

Rio Tinto: ‘a world leader in mining’

Lend Lease: ‘a fully integrated global real estate group’

ANZ Banking Group: ‘one of Australia's leading banking and financial services
groups…one of the world’s 100 largest banks’

Commonwealth Bank: ‘Australia’s foremost provider of financial services’

Qantas: ‘world’s 12th largest airline’

Mitsui & Co Australia: ‘largest foreign company in Australia…2nd largest exporter in
Australia’

CSR: ‘Among the world’s top 10 building materials manufacturers’

Amcor: ‘one of the world’s top 10 global packaging companies’

Pacific Dunlop: ‘best stable of recognisable brands in Australia’

Metcash: ‘a leading marketing and distribution company operating in the food and other
fast moving consumer goods categories’

Brambles: ‘an international provider of business-to-business industrial services…(in many
of its fields) a market leader in Australia or internationally’

Toyota Motor Corp: ‘powerful force in the nation’s automotive industry...now developing
a new role – competing in the global market’

QBE Insurance: ‘one of Australia’s largest general insurance and reinsurance Groups’

Orica: ‘the largest chemical company in the region and the world’s largest supplier of
commercial explosives’

NRMA Insurance Group: ‘the largest general insurance group in Australia’

Optus: ‘an Australian leader in integrated communications’

Boral: ‘a large building and construction materials company…with leading local and
international market positions’

Coca-Cola Amatil: ‘largest Asia-Pacific Coca-Cola bottling company’

Leighton Group: ‘Australia’s largest project development and contracting
group…operations are spread all around the Asia-Pacific region’

Origin Energy: ‘Australia’s only vertically integrated energy company…one of Australia’s
largest suppliers of gas to end users’

Suncorp Metway: ‘Australia’s sixth largest bank and seventh largest general insurance
company’

Foster’s: ‘one of the world’s leading brewers and the leading global premium wine
company’
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MIM Holdings: ‘an Australian-based international mining and mineral processing
company’

St George Bank: ‘Australia’s fifth largest bank’

OneSteel: ‘Australia’s largest manufacturer and distributor of structural, rail, rod, merchant
bar, reinforcing, wire, tube and pipeline steel products’

Publishing & Broadcasting: ‘Australia’s leading free to air television broadcaster, magazine
publisher and premier gaming and entertainment complex’

Goodman Fielder: ‘largest Australian-owned food company’

Caltex Australia: ‘a major refiner and marketer of petroleum products in Australia’

Mayne: ‘Australia's leading private health care provider and most diverse logistics operator’

IBM Australia: ‘a leading supplier of information technology, software and services in
Australia’

AGL: ‘an energy market leader (in Australia and New Zealand)’

Alcoa World Alumina Australia: ‘world’s largest bauxite miner and alumina refiner’

Southcorp: ‘Australia’s largest winemaker, exporter and grape producer and the world’s
largest maker of premium red wine’

Allianz Australia: ‘one of Australia's largest general insurers’

Flight Centre: ‘Australia and New Zealand’s largest 100% Australian owned independent
retail travel group’

Smorgon Steel: ‘Australia’s most integrated steel producer’

Mitsubishi Motors Australia: ‘a major player in the Australian vehicle market’

WMC: ‘world’s third largest nickel producer, owns 40% of the world’s largest alumina
producer…major producer of copper, uranium and fertilizer’

Macquarie Bank: ‘Australia’s leading investment bank’

Pasminco: ‘world’s largest integrated zinc and lead producer…and is the third largest silver
producer’

CGU Insurance: ‘Australia’s third-largest general insurer’

PaperlinX: ‘Australasia’s leading marketer and manufacturer of fine communication
papers…and high performance packaging papers to domestic and regional export markets’

Royal & Sun Alliance Australia: ‘one of Australia’s leading financial service organisations’

Visy Industries: ‘one of the world’s largest privately-owned paper recycling and packaging
companies’

Transfield: ‘a major Australian-owned company renowned for innovation, construction,
project management and partnerships in the engineering, rail, energy, defence and
telecommunications sectors’

Energex: ‘a leading Australian energy company’

P&O Australia: ‘a leader in the international development and operation of ports…market
leader (in Australia) in cold storage and distribution…undergoing a rapid expansion of its
international businesses’

Tabcorp Holdings: ‘Australia’s largest leisure and entertainment company’

George Weston Foods: ‘producing and marketing some of Australia’s best-known brands’

* Excerpts drawn from company Internet home pages  
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Table 1: Large Australian-based manufacturing companies:
1988/89 and today*

1988/89 Still fits Restructuring or other changes of significance
companies category since 1988/89

today?

BHP Steel ✔ BHP/Billiton merger in 2001, with plans to spin off
BHP Steel assets

Elders Brewing ✔ renamed Foster’s Brewing Group as part of a major
restructure in early 1990s; renamed Foster’s in 2001

Bond Brewing ✖ acquired by Lion Nathan in early 1990s
Pacific Dunlop ✔

BTR Nylex ✖ Parent company BTR Plc disposed of packaging
businesses to Owens-Illinois and merged with Siebe
Group to form Invensys in 1999.  Some other
Australian businesses sold to Austrim Nylex

Pioneer International ✖ Acquired by Hanson Plc in 2000
CSR ✔

Amcor ✔

Boral ✔

Goodman Fielder Wattie ✔ Divestment of Wattie Foods to HJ Heinz in 1992
Comalco ✔ Majority owner CRA merged with Rio Tinto in 1995;

full ownership acquired in May 2000
Burns Philp ✔

SA Brewing ✖ Acquired by Lion Nathan in early 1990s
Metal Manufacturers ✖ Acquired by Electrical Distributors and delisted in

March 2000
James Hardie ✖ Moved domicile offshore in 2001
Tubemakers ✖ Acquired by BHP in 1996
Email ✖ Acquired in 2001 by Smorgon Steel Group, minus its

major appliance business which was on-sold to AB
Electrolux

Wormald International ✖ Acquired by Tyco International in 1990
Smorgon ✔

Petersville Sleigh ✖ Acquired by Pacific Dunlop in 1991

Additional companies Comment
today

Orica Became an independent Australasian company in
1997 after its parent, Imperial Chemicals Industries
Plc, divested its 62.4 per cent shareholding in ICI
Australia

OneSteel Formed in 2000 with spin-off of BHP’s long products
division

Caltex Australia Petroleum refining and marketing assets of Caltex
Australia and Ampol were merged in 1995; Caltex
Australia purchased Pioneer’s 50 per cent interest in
the joint venture in late 1997; Caltex Corporation
holds 50 per cent of the company

FH Faulding Did not fit the definition of large in 1988/89; has
recently been acquired by Mayne

PaperlinX Formed in 2000 with spin-off of Amcor’s paper
division

* Defined as non-majority foreign-owned companies with sales of $1 billion or more (1988/89)/ $1.6
billion or more (1999/2000)
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In keeping with a worldwide trend, the services sector is becoming more prominent in the
Australian economy, and our large enterprise sector is reflective of this trend.  The growing
significance of service sector companies and lessening relative importance of manufacturing
companies amongst our largest companies is reflected in data on market capitalisation, a very
large proportion of which is accounted for by our large companies.  Companies categorised by
the Australian Stock Exchange to the finance and insurance sector accounted for around 37 per
cent of the total market capitalisation of the Exchange in June 2001, up from around 15 per cent
ten years ago.  The share represented by other services sector companies has increased from
around 10 per cent to almost 30 per cent.  Manufacturing and resources companies' shares have
by contrast each shrunk from around 37 per cent to 20 and 14 per cent respectively.

Weak profit performance and globalisation have been drivers of extensive industry rationalisation
in recent years, with a tendency for companies to focus more on their core strengths.
Considerable takeover activity has been prompted by such rationalisation.  De-mergers have also
become more commonplace.  In the past, when large players came up against limits to continued
domestic growth in their existing business lines, there was a tendency to expand through
diversification into other business areas (eg the former Elders IXL conglomerate).  More recently,
the trend has been to focus on core competencies, in many instances with a view to growing by
means of offshore expansion.

The raft of takeovers and industry rationalisations should serve to better position Australian
companies in a rapidly globalising international economy.  At the same time, mergers and
acquisitions (M&A) can be fraught with difficulties.  According to a recent report on M&A by
KPMG, 83 per cent of (global) mergers are unsuccessful when judged by whether they add
shareholder value.5 Differences in the cultures of the respective organisations – an even greater
peril in the case of cross-border M&A – and lack of attention to change management can be the
undoing of takeovers.

Change has been more evident over the past year or two, than in earlier years.  Mergers and
acquisitions involving the Top 100 with an international dimension not reflected in the November
2000 BRW1000 list include the following:

• Singapore Telecommunications (Singtel) acquired Cable & Wireless Optus in September 2001.
(Cable & Wireless Optus was already majority foreign-owned by Cable & Wireless Plc of the
United Kingdom.)

• Brambles Industries Ltd and GKN Plc of the United Kingdom merged in August 2001 through
a dual listed company (DLC) structure to form Brambles Industries.

• BHP Ltd and Billiton Plc of the United Kingdom merged in June 2001 through a DLC structure
to form BHP Billiton.

• Hochtief of Germany increased its shareholding in Leighton Holdings in February 2001 to give
it a majority holding.  (It had previously held just under 50 per cent of the shares.)

• Rio Tinto acquired Ashton Mining towards the end of 2000.  (It also acquired North for $3.5
billion in August 2000; the remaining 28 per cent of Comalco that it did not already own in
May 2000; and the Lemington and Peabody coal mines in the Hunter Valley.)

• Hanson PLC of the United Kingdom acquired Pioneer International in April 2000.

• Exxon and Mobil, both of the United States, merged in late 1999.  (Esso Australia Resources
was formerly wholly owned by Exxon.)

5 The Australian, April 12, 2001
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Domestic mergers and acquisitions between Top 100 companies recently completed are as
follows:

• Smorgon Steel Group acquired another Top 100 company, Email – minus its major appliances
business, which was on-sold to AB Electrolux – in 2001.

• Wesfarmers has also recently acquired Howard Smith, another Top 100 company.

• Mayne (previously known as Mayne Nickless) has succeeded in its takeover bid for another Top
100 company, FH Faulding, and intends to retain the healthcare side of the business and on-
sell to offshore interests its injectables business and its US-based oral drugs unit.

A number of other companies have reportedly been the subject of takeover interest.  The Top 100
have also been involved in acquisitions outside of the Top 100, as well as divestments of non-core
businesses.  Notable in the latter category is Invensys Australia, which has progressively sold off
some of its former BTR Nylex businesses.  It is now a much smaller entity than before.  Pacific
Dunlop has divested its Pacific Automotive business and has now also divested its Pacific Brands
clothing business.  Its core business is now Ansell.  A further example is Southcorp, which has
moved to narrow its business interests and teamed up with Rosemount Estate (Box 8).

There have been three de-mergers involving the Top 100 over the past couple of years.  Boral's
energy businesses de-merged from Boral's building and construction materials business in
February 2000, to form Origin Energy.  Amcor spun off its paper division in February 2000,
resulting in the formation of PaperlinX.  Similarly, One Steel had its debut on the Australian Stock
Exchange in October 2000 following the spin-off of BHP's long products division as part of the
BHP restructuring program at the time.  BHP Billiton is looking to spin-off its steel division this year.
In the face of a takeover bid from Alcoa, WMC is also proposing to spin-off its aluminium assets
representing its 40 per cent share of Alcoa World Alumina Australia.

Some three-quarters of the companies on the November 2001 BRW1000 boosted their revenue
this past year.  At the same time however, only 40 per cent reported increased profits and some
of the Top 100 have not fared at all well:

• HIH Insurance is in formal liquidation and a Royal Commission into its collapse has been
established.

• Ansett Airlines was placed under administration in September 2001.

• Pasminco has been in voluntary liquidation since September 2001 and, under a rescue plan,
has been seeking to dispose of some of its assets and operations.

• Dairy Farm of Hong Kong put its Franklins business up for sale in February 2001.  Of its 287
stores, about 150 have been sold to independent retailers, with a further 73 stores sold to
Woolworths.  The South African group, Pickín Pay Stores, has bought 50 stores as well as
Franklins' associated business names and various trademarks.

Other developments of note include the announcement by James Hardie that it is relocating to
the Netherlands.  James Hardie's operations are principally in the United States.  The Queensland
Sugar Corporation underwent privatisation in July 2000, when the private industry-owned
marketing company, Queensland Sugar Limited, was formed.

With privatisations, Government enterprises have assumed a lesser significance in the list of top
100 companies in recent years, both in number terms and dollar terms (Chart 2).  Most prominent
has been the Telstra float.  In 1999/2000, there were 10 government enterprises in the Top 100,
accounting for less than five per cent of their combined revenue (but nine per cent of total assets).
In 1996/97, there were 15 government enterprises, accounting for 13 per cent of combined
revenue.  In contrast, there has been no distinct upward trend in the importance of majority
foreign-owned direct investment enterprises in the list of top 100 enterprises, in either number or
revenue terms.  In 1999/2000, there were 31 majority foreign-owned companies in the Top 100.
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Chart 2: Revenue breakdown of top 100 enterprises between
private, government and foreign, 1996/97 to 1999/2000
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The significance of large
enterprises in the Australian
economy and beyond

• In 1999/2000, large businesses (those employing 200 or more persons or with
assets worth more than $200 million) accounted for 52 per cent of the total
operating income and 36 per cent of the total employment of all businesses
(excluding small agricultural businesses, non-employing businesses and the general
government sector).

• Large businesses tend to pay higher salaries than small-to-medium businesses.
They are also more likely to be involved in R&D programs or collaboration.

• The domestically-generated income of the Top 100 represents over half the
combined revenue of all large businesses in Australia.

• The Top 100 account for around 20 per cent of the nation’s total revenue and 11
per cent of the nation’s employment.

• The Top 100 account for some 70 per cent of the total market capitalisation of the
Australian Stock Exchange.  The Top 100 are also of some importance for the
nation’s tax revenue, for shareholders and for the communities in which they are
located.

• The Top 100 derived around 22 per cent of their worldwide revenues from
offshore activity in 1999/2000.

• The top four enterprise groups in communication services accounted for 86 per
cent of total industry sales in 1999/2000, while in each of mining, transport and
storage, retail trade, and cultural and recreational services industries, the top four
enterprise groups accounted for between one quarter and one third of total
industry sales.  For their part, Top 100 companies hold a strong market position in
Australia in a number of industries.

• Australia has only a limited number of companies that are big in global terms.

• There is some evidence that large companies are responding to the need to be
good corporate citizens and take due account of social and environmental
outcomes.

3
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3.1 Large enterprises and the economy
Large enterprises play an important role in the Australian economy.  According to ABS Economic
Activity Survey (EAS) data, in 1999/2000 there were just over 3,200 ‘large’ businesses in Australia,
defined as ‘management units’ employing 200 or more persons or having assets worth more than
$200 million (ABS, ‘Business Operations and Industry Performance, Australia’, Cat 8140.0).1

While representing less than one-half of one per cent of the number of all operating businesses,
these businesses contributed 52 per cent of the total operating income of all businesses
(excluding small agricultural businesses, non-employing businesses and the general government
sector, which were ‘out-of-scope’ of the EAS2) (Table 2).

These large businesses also accounted for 36 per cent of the total employment of all in-scope EAS
businesses in 1999/2000, 57 per cent of total operating profit before tax, 81 per cent of total
assets, and 68 per cent of total net worth.  These varying shares reflect the fact that large
businesses tend to be more capital intensive than the economy at large.

Although the share of large businesses so defined in both income and assets has increased over
the six years to 1999/2000, it needs to be borne in mind that inflation over the period, while
moderate, would have a bearing on the number of businesses categorised as large.  This may well
explain the increasing share of large businesses in the total number of operating businesses in the
economy.  The share of large businesses in total net worth has in fact remained flat and their share
of employment displays no clear trend in either direction.

EAS data for the 100 largest enterprise groups in the economy, measured in terms of total
income, are more revealing.  There has been a decline in the importance of the top 100 enterprise
groups in total economy-wide income and employment.  The employment of the 100 largest
enterprise groups has tended to be static, reflecting improved labour efficiencies and outsourcing.
There is also some evidence of a rationalisation of the internal structures of the largest companies,
with the number of operating businesses falling from 1,199 to 857 over the period.

The importance of large businesses will clearly vary from industry to industry, depending in part
on the importance of economies of scale.  In 1999/2000, manufacturing establishments
employing 200 or more persons accounted for 33 per cent of total manufacturing employment,
46 per cent of turnover and 39 per cent of industry value added (ABS, ‘Manufacturing Industry,
Australia’, Cat 8221.0).  Their contribution to turnover ranged from 22-23 per cent in the case of
non-metallic mineral products; and textile, clothing, footwear and leather, to 56 per cent for food,
beverage and tobacco; and machinery and equipment manufacturing.

Large businesses tend to pay higher salaries than small-to-medium businesses.  Business
Longitudinal Survey (BLS) data indicate that 61 per cent of businesses employing 200 or more
persons paid at rates above average weekly earnings in 1997/98 (ABS/Austrade 2000).3 This
compares with 30 per cent in the case of small businesses and 43 per cent in the case of medium-
sized (employment of 20-199 persons) businesses.  The disparity was most pronounced in the case
of the manufacturing industry.

With their extensive business networks, our large companies tend to get the best of what the
world has to offer in the way of goods, services, capital, technology, management know-how and
ideas.  Large firms are also more likely to be involved in research and development (R&D) programs

1 Refer Annex 1 for a description of the Economic Activity Survey and the definition of management units.
2 i.e. not included in the population frame for the EAS
3 The BLS was funded by the Department of Employment, Workplace and Small Business, and involved

collaboration between the Office of Small Business, the ABS and the Bureau of Industry Economics.
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Table 2: Importance of large businesses in the Australian economy, 1994/95 to 1999/2000

1994/95 1995/96 1996/97 1997/98 1998/99 1999/00

% all % all % all % all % all % all
busi- busi- busi- busi- busi- busi-

nesses nesses nesses nesses nesses nesses

Large Businesses

Operating Businesses (no) 2,746 0.40 2,918 0.42 2,965 0.42 3,051 0.43 3,109 0.44 3,203 0.46
Employment ('000) 2,185.5 37.6 2,234.3 36.6 2,314.1 37.0 2,265.2 34.6 2,382.4 37.1 2,444.5 36.4
Total Income ($b) 482.1 49.7 545.9 50.7 582.0 51.7 608.8 51.6 643.1 52.0 670.1 51.6
Operating Profit before Tax ($b) 52.5 57.4 58.8 60.8 60.5 63.9 67.7 63.9 71.7 62.5 66.5 57.1
Total Assets ($b) 1,578.3 78.6 1,697.0 78.1 1,871.7 79.3 2,032.1 80.0 2,137.6 80.2 2,396.6 81.4
Net Worth ($b) 474.9 69.3 533.4 68.1 496.7 67.3 543.7 67.6 606.8 69.2 605.9 67.7

ABS 100 Largest Enterprise Gps

Operating Businesses (no) 1,199.0 0.18 1,152.0 0.17 1,210.0 0.17 934.0 0.13 954.0 0.14 857.0 0.12
Employment ('000) 1,040.2 17.9 1,044.7 17.1 1,060.4 16.9 1,014.7 15.5 1,019.5 15.9 1,016.6 15.2
Total Income ($b) 302.6 31.2 335.5 31.2 345.9 30.8 362.6 30.7 373.4 30.2 382.9 29.5
Total Assets ($b) 1,072.7 53.4 1,135.3 52.2 1,232.1 52.2 1,331.7 52.4 1,432.2 53.8 1,644.3 55.8

Source: ABS, ‘Business Operations and Industry Performance, Australia’, Cat 8140.0, and data provided by the ABS
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or collaboration, an important means by which our competitiveness and productive capacity in
higher value-added activity can be increased.  In 1995/96, almost one in three firms with 500 or
more employees undertook R&D according to the BLS, markedly higher than for other
employment size groups (Department of Employment, Workplace Relations and Small Business
1998).  Similarly, in June 1996 the proportion of manufacturing firms with 500 or more employees
which had business links aimed at increasing their R&D capability was 38 per cent, significantly
more than for other employment size groups.  In 1999/2000, businesses with 200 or more
employees accounted for three out of every five dollars of business expenditure on R&D (BERD)
and two out of three dollars of manufacturing BERD (ABS, ‘Research and Experimental
Development, Businesses, Australia’, Cat 8104.0).  Businesses with 500 or more employees
accounted for almost one in two dollars of BERD.

3.2 The Top 100 and the economy
Based on EAS data, it can be deduced that the Top 100 had a combined domestically generated
revenue of around $360 billion in 1999/2000 (refer Annex 2 and Table A3).  They accounted for
28 per cent of the total operating income, around one-fifth of the total value added, and 51 per
cent of the total assets of all in-scope businesses.  They also accounted for some 21 per cent of
the nation’s total revenue and, with a workforce of over 1 million, account for 11 per cent of the
total number of employed persons in Australia.4

Top 100 companies account for some 70 per cent of the $700 billion total market capitalisation
of the Australian Stock Exchange (ASX).  The 26 Top 100 companies that also appear on the top
100 assets and employment lists are of particular significance for the ASX.  They account for
around 60 per cent of the total capitalisation of the Exchange.5

Top 100 companies also collectively make a very large contribution to our tax base.  Their
contribution to income tax revenues depends not just on their size and rates of return, but also
on the proportion of their activities carried out in Australia.  (Income tax – and GST liabilities –
tend to derive largely from a company’s Australian operations.)  For example, Telstra, one of our
largest companies with operations largely carried out in Australia, had an income tax expense of
$2.2 billion in the year to June 2001.6 In the same year, total corporate income tax receipts
amounted to $31 billion – representing 19 per cent of total tax receipts from all sources.   The top
200 corporate taxpayers account for more than 70 per cent of these revenues.7

Companies in some industries also collect other indirect taxes for Government.  For example, in
the petroleum sector, Caltex Australia collected $3.4 billion in product duties and taxes (excluding
GST) on behalf of the Commonwealth and State Governments in 2000.8

Australian shareholders – including superannuation funds – also depend significantly on the
fortunes of the Top 100.  Profits of Top 100 companies, whether derived in Australia or overseas,
accrue for the benefit of shareholders and substantial amounts are distributed each year as

4 According to IBISWorld estimates, the total revenue of all businesses in the economy, including those units
out-of-scope of the EAS, was $1,740 billion in 1999/2000 (BRW 2000a).  (This may be compared with the
ABS’s estimated operating income of $1,300 billion for all in-scope units).

5 They also include 17 of the S&P/ASX 20 Index (comprising 20 of the largest stocks in Australia, with an
emphasis on liquidity and investability).

6 Telstra, Annual Review 2001
7 Australian Financial Review, January 23, 2002.  Recent efforts by the Treasury and the Australian Taxation

Office to clamp down on tax avoidance, particularly through artificially created tax losses, have
contributed to corporate income tax collections increasing from $24 billion in 1999/2000,
notwithstanding a drop in corporate tax rates.

8 Caltex Australia, Annual Review 2000
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dividends to their Australian shareholders.  For example, in the year to June 2001, Telstra had
dividends provided for or paid of $2.4 billion, the bulk of which would be distributable to
Australian shareholders.

Some of our large companies are an integral part of the communities based around them.  In the
case of some mining operations, the very existence of communities can depend upon them.
Holden’s Elizabeth plant in South Australia is another example of an operation which is a vital part
of the local community.  Small-to-medium enterprises can also depend significantly on our large
companies.  Illustrating this, the collapse of Ansett resulted in not just the loss of jobs for its
employees but also the loss of substantial business for its suppliers.

The Top 100 includes a number of Australia’s largest investors in research and development.  BHP
topped the list for R&D undertaken in 1999/2000 according to the ‘R&D and Intellectual Property
Scoreboard 2000’ which sources its information from IBISWorld, with R&D expenditures of $270
million (Melbourne Institute of Applied Economic and Social Research 2001).9 The Top 100
accounted for 14 of the top 50 R&D spenders, with combined expenditures of close to $700
million.  In terms of R&D intensity, however, the largest companies do not figure at all prominently,
with only two Top 100 companies in the top 50 (FH Faulding and Ford Australia).  FH Faulding
ranked 28th, with R&D expenditure equivalent to 2.9 per cent of total revenue (compared with
an average of around 0.3 per cent for the business sector10).  Only four Top 100 companies (FH
Faulding, Ford Australia, Email and Southcorp) ranked in the Scoreboard’s Top 50 ‘Innovation
Index’, which incorporates a company’s R&D, patents, trade marks and design applications into a
single, size-corrected, figure.

3.3 The Top 100 and their worldwide activities
Reinforcing their importance to the Australian economy, the data in Table A3 suggest that the Top
100 derive additional revenues of in excess of $100 billion – or around 22 per cent of their
worldwide revenues of over $500 billion – from offshore activity.

The BRW’s November 2000 list of the top 1000 enterprises (ranked by revenue) is dominated by
the Top 100, which posted a combined worldwide revenue of $518 billion as compared with
revenue for the remaining 900 of $419 billion.  The top 15 companies in turn contributed around
half the revenue of the Top 100.

Based on Dun & Bradstreet (2000) data, the nation’s top 100 employers have a combined
worldwide employment equivalent to 60 per cent of the domestic employment of the 3,200 or
so large businesses in-scope of the EAS.  More than two-thirds of these employers were also in
the Top 100.11

9 Data relate to companies’ worldwide R&D, but R&D expenditures of companies with offshore activities
tend to be most concentrated in their home territories.

10 Calculated as business expenditure on R&D of $4.0 billion relative to an estimated revenue of $1,300
billion for the total economy excluding small agricultural businesses, non-employing businesses and the
general government sector.

11 By comparison, half of the BRW1000’s 100 top employers were in the Top 100, but the employers list
includes a number of government entities.
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3.4 Industry concentration
Australia’s 20 largest enterprise groups, ranked on sales of goods and services, had combined
sales in Australia of in excess of $150 billion and a workforce of over 550,000 in 1999/2000 (ABS,
‘Industry Concentration Statistics’, Cat 8140.0.40.001).  They accounted for over eight per cent
of total EAS in-scope employment and around 13 per cent of in-scope sales of goods and services
and industry value added. They are, however, somewhat less important today than in 1993/94,
when the 20 largest enterprise groups accounted for 16 per cent of in-scope sales and value
added.

Industry concentration data at the broad industry level are contained in Table 3.  As the market
power of the largest enterprise groups varies across the range of industries in which they might
be engaged, the ABS does not allocate enterprise groups according to their primary activities.
Rather, it allocates individual business (or ‘management’) units to industries according to the
primary activities they undertake.  Thus, the concentration data for a given industry reflect the
importance of top enterprise groups defined in terms of their management units engaged in that
industry.

ABS industry concentration data represent only a crude indication of market power however.
Measures of concentration at the detailed industry level are of more relevance.  Even at the four
digit ANZSIC12 level, some goods produced by a given industry are not close substitutes for other
goods produced by the same industry, although at the same time competition can derive from
goods produced by other industries.  Also relevant, including in a mergers policy context, are such
factors as competition from imports and barriers to entry.13

The 56 enterprise groups comprising the four largest enterprise groups, so defined, in each of the
14 ANZSIC industry divisions (excluding finance and insurance and general government) had
combined sales in 1999/2000 of around $172 billion, or 15 per cent of the sales of all in-scope
enterprises.  At the divisional level, concentration ratios, defined in terms of the contribution of
the top four enterprise groups to total sales, are highest in the communication services, mining,
transport and storage, retail trade, and cultural and recreational services industries.  In the case of
communication services, the top four enterprise groups accounted for 86 per cent of total
industry sales.  In the case of the other four industry sectors, the top four enterprise groups
accounted for between one quarter and one third of total industry sales.  The top 20 enterprise
groups accounted for over half of total industry sales in each of communication services;
electricity, gas and water; mining; and cultural and recreational services.

Notwithstanding the fairly extensive industry rationalisation that has taken place in recent years
as companies have tended to focus more on their core areas, there have been marked reductions
in industry concentration in a number of industries since 1993/94.  Most notable are mining
(although there has been some consolidation taking place over the past year or so);
manufacturing (notably, in the wood and paper products; petroleum, coal and chemicals; non-
metallic mineral products; and metal products industry sub-divisions); electricity, gas and water;
and transport and storage.

12 Australian and New Zealand Standard Industrial Classification
13 The Bureau of Industry Economics (1989) undertook an in depth, but now dated, study of levels of

concentration in Australia’s manufacturing industry.  Based on certain assumptions concerning imports
and exports, they also made adjustments for competition from international trade.  These assumptions
would be of lesser significance given the lower levels of import competition prevailing at the time
compared with today.  The BIE found that average concentration in manufacturing, defined in terms of
the percentage contribution to total industry sales of the four largest enterprise groups in each four-digit
ASIC industry, increased over the 1972/73 to 1986/87 period.  Their results held true for data which were
both unweighted and weighted by the relative contribution of industries to aggregate manufacturing
turnover, and for data unadjusted and adjusted for trade effects.
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Table 3: Industry concentration, 1999/2000 and 1993/94

Industry No. of Value of Australian sales of largest enterprise groups ($billion) 
Top 100 (percentage contribution to sales of all enterprises in parentheses)

enterprises
and their

total 1999/2000 1993/94
worldwide
revenue in Top 4 Top 8 Top 20 Top 4 Top 8 Top 20
1999/2000 Enterprise Enterprise Enterprise Enterprise Enterprise Enterprise

($billion) Groups Groups Groups Groups Groups Groups

Agric, forestry 0 1.4 1.7 na 0.6 0.6 na
and fishing (4.2) (5.0) (17.6) (17.6)

Mining 5 12.6 16.7 22.3 13.7 17.6 23.1
$45.7b (32.0) (42.3) (52.4) (41.2) (52.8) (69.2)

Manufacturing 32 19.1 30.4 54.3 18.5 30.1 51.6
$106.8b (7.9) (12.6) (22.6) (10.0) (16.2) (27.8)

Electricity, gas and 4 7.0 11.0 18.2 9.0 14.2 21.5
water supply $10.2b (21.2) (33.5) (55.2) (34.9) (55.2) (83.5)

Construction 2 6.6 9.6 15.5 3.3 5.2 8.7
$5.3b (7.6) (11.0) (17.8) (7.0) (10.9) (18.3)

Wholesale trade 7 13.6 26.5 35.6 15.0 28.1 35.6
$29.0b (6.5) (12.5)* (16.9) (9.1) (16.9)* (21.5)

Retail trade 6 48.1 54.8 58.0 32.1 37.1 39.8
$57.9b (26.9) (30.7)* (32.4) (24.0) (27.8)* (29.8)

Accommodn, cafes 0 3.6 4.1 5.0 1.0 1.5 2.4
and restaurants (11.1) (12.6) (15.6) (4.7) (6.9) (11.1)

Transport and 7 18.5 20.9 24.4 na 16.0 20.3
storage $24.3b (31.7) (35.8) (41.9) (40.4) (51.2)

Communication 3 27.6 29.0 na na 16.4 na
services $27.9b (86.2) (90.7) (94.0)

Finance and 26 na na na na na na
insurance $146.6b

Property and 3 5.0 8.3 14.3 1.7 2.9 5.4
business services $21.3b (5.0) (8.2) (14.2) (4.7) (8.0) (14.8)

Private community 0 2.0 2.8 4.1 0.7 1.1 1.8
services (8.4) (11.3) (16.8) (4.3) (6.8) (11.0)

Cultural, and rec. 5 5.7 7.7 10.7 1.9 2.8 4.3
services $43.4b (27.6) (37.2) (52.0) (18.7) (28.3) (42.9)

Personal and 0 0.9 1.4 2.5 0.7 1.1 1.6
other services (7.4) (12.0) (21.4) (7.5) (11.6) (16.2)

All industries 100 82.0 107.1 154.2 55.7 78.4 123.0
$518.3b (7.2) (9.4) (13.5) (7.3) (10.3) (16.1)

Source: Value of sales of largest enterprise groups obtained from ABS, ‘Industry Concentration Statistics, 1999/2000’,
Cat 8140.0.40.001 (forthcoming)

* Data are for top 12 enterprise groups
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Table 4 identifies those industry sub-divisions where concentration, measured in terms of the
contribution of the top four enterprise groups to total sales, exceeds 40 per cent, and also those
sub-divisions where concentration is above 30 per cent and has increased noticeably over the
period since 1993/94.

Top 100 enterprises hold a strong market position in Australia in a number of industries.14 The
five Top 100 mining companies all have substantial operations in Australia and would appear
collectively to account for over 30 per cent of industry sales.15 In each of the manufacturing sub-
divisions where they are involved, Top 100 companies likely account for between one-quarter and
one-third or more of industry sales.  The four building and construction materials companies
dominate their particular industry sub-division (non-metallic mineral product manufacturing).

14 The market position of Top 100 enterprises can be gauged through a comparison, at the broad industry
level, of data for the Top 100 enterprises with the ABS’s concentration statistics (Table 3), supplemented
by data for the top 1000 enterprises (the BRW1000) and taking account of the domestic versus offshore
orientation of companies.  As noted in Chapter 2, however, it needs to be heeded that some Top 100
companies have substantial involvement across more than one industry.  Data for management units not
involved in the main activities of an enterprise group are by contrast netted out from the concentration
statistics.  In accordance with ABS classification rules, BHP Steel, for example, would presumably be
allocated in ABS statistics to metal product manufacturing, not mining.

15 Only three other mining companies had worldwide revenues of in excess of $1 billion in 1999/2000.

Table 4: Industry subdivisions with high or increasing
concentration

Industry sub-divisions with high concentration
Top 4 enterprise groups’ percentage

contribution to total sales, 1999/2000
Communication services 86.2
Rail transport 70.9
Other transport & storage 66.1
Food retailing 58.3
Water supply, sewerage and drainage 55.8
Oil and gas extraction 55.0
Metal ore mining 44.4
Sport and recreation 43.3
Coal mining 43.0
Non-metallic mineral product mfg 41.1

Industry sub-divisions where concentration is high and has increased since 1993/94

Top 4 enterprise groups’ percentage 
contribution to total sales, 1999/2000 

(1993/94 in parentheses)
Food retailing 58.3 (54.3)
Sport and recreation 43.3 (28.4)
Other mining & services to mining 37.6 (29.3)
Printing, publishing & recorded media 30.4 (24.1)

Source: ABS, ‘Industry Concentration Statistics, 1999/2000’, Cat 8140.0.40.001 (forthcoming)
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News Corporation controls over 70 per cent of the daily newspaper market (Flew and
Cunningham 2001).  Coles Myer and Woolworths each hold strong positions in the retail trade
industry, and have become more significant since 1993/94.  With the recent demise of Ansett,
Qantas presently has a dominant position in the air transport sector.  In communication services,
Telstra still retains a dominant position notwithstanding the major opening up of this sector to
competition in recent years.  In 1999/2000, it had over 60 per cent of Australian industry revenues
according to the BRW (2000a).  Top 100 companies also hold a commanding position in the
finance and insurance industries.  In the banking sector, the ‘big four’ banks control over 80 per
cent of the deposit and lending markets.

3.5 The Top 100 in global terms
Australia has only a limited number of companies that are big in global terms.  Five Australian
companies – AMP, Coles Myer, BHP, National Australia Bank and News Corporation – appear on
the Fortune Global 500 (ranked by revenue in 2000) list (Table 5).  None rank in the top 300.

Table 5: Significance of Top 100 companies in the Fortune
Global 500
Australia-based companies

2000 Revenues
Rank ($US billion)

AMP 307 16.1
Coles Myer 326 15.5
BHP* 338 14.9
National Australia Bank 350 14.7
News Corp 371 14.1

Multinationals in Fortune top 50 companies with Australian affiliates in the Top 100

2000 Revenues
Australian affiliates Rank ($US billion)

Exxon Mobil Mobil Australia 1 210
Esso Australia

General Motors Holden 3 185
Ford Motor Ford Australia 4 181
DaimlerChrysler Mitsubishi Motors Australia 5 150
Royal Dutch Shell Shell Australia 6 149
BP BP Australia 7 148
Toyota Motor Toyota Motor Corp 10 121
Mitsui Mitsui & Co Australia 11 118
Itochu Itochu Australia 13 110
AXA AXA Asia Pacific Holdings 17 93
Marubeni Marubeni Australia 24 85
ING Group ING Aust (Mercantile Mutual Life) 24 71
Allianz Allianz Australia 25 71
Philip Morris Philip Morris (Australia) 34 63

Source: Fortune Global 500 (2001)
* BHP Billiton, which came into being in June 2001, had 2000 pro-forma revenues of $US18.6 billion,
which would rank it at around number 260 on the list



BHP’s recent merger with Billiton will boost its global ranking, however.  While Australia is a global
player in the mining industry, the mining sector is relatively small compared with some other
industries.  It has been observed that the market capitalisation of Microsoft matches that of the
world’s top 50 or so mining companies combined.16 

In a regional context, 15 of the Top 100 ranked in 2000 amongst non-Japan Asia’s top 100
companies defined in terms of market capitalisation.17 Only three Top 100 companies (News
Corporation, Telstra and BHP) had a capitalisation of a size that would have ranked them amongst
Japan’s top 50 companies.

Australia also has little in the way of distinctive global brands.  Two Australian brands with some
level of international recognition are Qantas and Fosters. This situation contrasts with that in some
smaller economies, notably Switzerland, which has Nestlé, and Finland, which has Nokkia, both
of which are in the top 200 companies in the Fortune Global 500.

A recent ranking of 100 global brands by dollar value included a number of brand names
belonging to smaller economies – Nokkia (Finland), Nescafe, Rolex and Swatch (Switzerland),
Ericsson, Ikea and Absolut (Sweden), Philips and Heineken (Netherlands), Guiness (Ireland) and
Carlsberg (Denmark) – but none belonging to Australia.18 Telstra and the big four banks had a
brand value which would rate them amongst this grouping according to a more recent list of the
most valuable brands in Australia.19 However, of these only Westpac, the ANZ Banking Group and
the National Australia Bank would (just) make the list according to the criteria used to define
‘global brands’.

Increasingly, in an era of globalisation with consumers having myriad choices, this lack of
international brand recognition can place Australian companies at a disadvantage in extending
their reach abroad and in competing with some of the international multinationals here with
strong name recognition.

Fourteen of the top 50 companies in the Fortune Global 500 have Australian affiliates in the
Top 100 (refer Table 5).

3.6 The Top 100 and corporate citizenship
There is some evidence that our large companies are responding to the need to be good corporate
citizens and take due account of social and environmental outcomes.  It should be from
enlightened self-interest that large companies do so.

For example, all Rio Tinto operations now produce detailed five-year community plans and Annual
Social and Environmental Reports.  The plans set out programs, strategies and goals for the
building of long term relationships with host communities (Davis 2001).  BHP Billiton places a lot
of emphasis on consulting with communities that stand to be affected by their projects and now
puts out an annual environmental and community report (Anderson 2000).  In a similar vein, Rio
Tinto, BHP Billiton and WMC and seven other leading multinational mining companies formed the
‘Global Mining Initiative’ and took a lead role in the commissioning by the mining industry of an
independent scoping study for mapping out a new approach in the context of sustainable
development.   BP Australia has produced an Environmental and Social Performance Report.  This
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16 In 2000, Microsoft’s market capitalisation ranked higher than the total market capitalisation of the stock
exchanges of all but nine countries (Sydney Morning Herald, 15 January 2000). 

17 Business Asia, February 25, 2000
18 BusinessWeek, ‘The Best Global Brands’, August 6, 2001
19 BRW, ‘Brand Power’, November 29, 2001
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is the start of an on-going initiative to publicly report on not only BP Australia’s financial
performance but also its social and environmental performance as determined by what
stakeholders want (Box 4).

A number of Top 100 resource companies – Rio Tinto, BHP, Shell Australia, Alcoa World Alumina
and BP Australia – rated well amongst Top 100 companies in terms of their perceived social impact
according to the Age/Sydney Morning Herald ‘Good Reputation Index’.20 However, there would

Chapter  3

20 Age/Sydney Morning Herald, October 22, 2001

BOX 4: BP Australia – an environmental and social dimension
BP Australia has a strong presence in all aspects of the energy business, from exploring for
natural gas and oil in the North West Shelf, through refining to marketing fuel and other
products at BP Express convenience stores.  Its solar division’s Sydney factory is one of the
largest manufacturers of photo-voltaic panels in the southern hemisphere.

It has a one-sixth interest in the North West Shelf Gas project.  BP also holds exploration
interests in the Exmouth Plateau, Canning and Scott Reef/Brecknock regions. 

It has refineries at Kwinana in Western Australia and Bulwer Island in Queensland.  Most of
the crude oil for its refineries is shipped in from overseas.  To minimise distribution costs, BP
supplies refinery products to other companies in Perth and Brisbane and in return is supplied
with product in Melbourne, Sydney and Tasmania.

However, despite their efficiency, BP’s two refineries delivered a combined loss of $28 million
in 2000.  This is a consequence of an overhang in supply capacity in the Asian/Pacific region,
which means that refinery margins continue to be very low in this region.  The outlook for
Australian refineries more broadly continues to be difficult.  They have to compete with the
large Asian refineries, which enjoy very large volume throughputs and have much lower cost
structures.

BP Australia’s key strength derives from BP’s global reach.  Knowledge transfer across the
group is a vital asset.  Experiences gained from upstream activities elsewhere have proved
invaluable in ensuring best practice in the North West Shelf context. Technology and tools
to improve production efficiency in the North Sea, for example the web-based tool eChoke,
are being successfully transferred across both the upstream and downstream areas. 

BP has developed a charter of corporate responsibility and during 2001, BP Australia
produced the company’s first Triple Bottom Line (TBL) report – which examines how BP
Australia’s businesses performed in the three areas of economic, social and environmental
performance.  BP believes that businesses can no longer shy away from their adverse
environmental impact or their social obligations to their employees and the community at
large.  Just as businesses are fully accountable for their financial performance to their
shareholders, BP believes environmental care and societal development are key components
of their right to operate in Australia and they should be accountable for them. The TBL
Report for 2000 contains input from external parties and has been reviewed by external
auditors.

Its ‘greenhouse friendly’ petrol initiative, involving the use of a proportion of proceeds from
its BP Ultimate fuel brand sales to invest in greenhouse abatement projects is an example of
the company’s progressive approach.  A further example is provided by the company’s
introduction of carbon credit trading within the organisation.  In line with the Kyoto
agreement, BP has undertaken to reduce its greenhouse emissions by 10 per cent by 2010
on its 1990 levels.  BP was the first company to do so.



still appear to be a way to go on the environmental front according to that survey.  Environment
groups levelled the criticism that many Top 100 companies’ actions fell short of their rhetoric and
most Top 100 mining and oil companies could not win favour with green groups.

The great majority of 115 large companies surveyed in a recent study viewed community
involvement as a social responsibility of business, but one that is at the same time clearly aligned
with the long term commercial interest of their companies (Centre for Corporate Public
Affairs/Business Council of Australia 2000).  Notably, community involvement was widely seen as
serving to enhance corporate reputation and improve relationships with communities.  The study
also found that Australian business has been increasingly active in recent years in considering its
role in the community.  Community involvement was expected to further intensify over the next
five years.  To take just two noteworthy examples cited, the AMP Foundation currently distributes
around $3 million annually, mainly through community partnerships with the Sydney Breast
Cancer Institute, and the Leukaemia Foundation; donations to charities; and supporting
employees’ voluntary activities.  Through its ‘Community 2000’ program, over one third of
Westpac staff is actively involved in their local communities as volunteers.

The OECD has adopted Guidelines for Multinational Enterprises, most recently revised in June
2000, that represent recommendations on responsible business conduct addressed by
governments to multinational enterprises operating in or from the 30 OECD member countries
and three non-member adhering countries (Argentina, Chile and Brazil).  They provide voluntary
principles and standards for responsible business behaviour in a variety of areas, consistent with
applicable laws.  The Guidelines aim to promote the positive contribution of multinational
enterprises to economic, environmental and social progress.  Multinational and domestic
enterprises are subject to the same expectations in respect of their conduct wherever the
Guidelines are relevant to both.  The Executive Member of the Foreign Investment Review Board,
as the Australian ‘National Contact Point’, has the role of ensuring the effective implementation
and promotion of the Guidelines within Australia.

More recently, the United Nations launched in July 2000 a ‘Global Compact’, aimed at promoting
responsible corporate citizenship.  Under the Compact, companies are required to issue a clear
statement of support for the Compact and its nine principles related to human rights, labour and
the environment, and to provide, once a year, a concrete example of progress made or a lesson
learned in implementing the principles, for posting on the Global Compact website.  Already,
several hundred companies have become participants in the Compact, including BP and Rio Tinto.
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Large enterprises and trade

• Large businesses (those with 200 or more employees) contribute over half of
Australia’s total exports of merchandise.  Large mining businesses dominate the
exports of the mining industry, while large manufacturing businesses account for
over half the exports of all manufacturing businesses.

• The number of large exporters of manufactures, and more particularly of
elaborately transformed manufactures, has grown over the past decade.

• The Top 100 are even more important contributors to total merchandise exports
than to the nation’s output.  They accounted for around $40 billion in merchandise
exports for the most recent 12 months reporting period, or 35 per cent of
Australia’s total merchandise exports.

• BHP was Australia’s largest exporter last year, with exports of $7.9 billion in the
year to June 2001.

• In addition to an estimated $3.5 billion in exports as principal or otherwise
attributable to them through their investments, the three Japanese trading houses
in the Top 100 acted as agent for a further $6-7 billion of exports in 2000.

• Primary products predominate in the export profile of the Top 100 and represent
the bulk of the combined exports of the very largest exporters.

• Set against the traditional focus of foreign multinationals on the domestic market,
their increased importance in our exports of manufactures is significant.

• The Top 100 contributed over $7 billion in services exports in 1999/2000, or almost
half of Australia’s total exports of non-travel services.  The Top 100 are dominant in
a number of service export areas.

4
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4.1 Merchandise trade
Large companies play a prominent role in our international trade effort.  Available up-to-date data
are, however, limited.

Data from the Business Longitudinal Survey (BLS), conducted over 1994/95 to 1997/98, provide
some useful insights into business characteristics by size of business across a range of areas,
including exports.  ABS data on the exports of manufacturing establishments by size are also
available.

Lists of Australia’s top 500 exporters have been published from time to time, the most recent in
respect of 1996/97.1 Top 100 companies have been approached for current information on their
merchandise exports in the course of the conduct of the present study.

Business Longitudinal Survey

The estimated 670 large businesses (management units employing 200 or more persons) involved
in exporting – representing around one in three large businesses – contributed close to half of the
total value of merchandise exports of all businesses in-scope of the Business Longitudinal Survey
(BLS) in 1997/98 (Table 6).  Their contribution was of a similar magnitude over each of the
preceding five years (refer ABS/Austrade 2000, and Industry Commission/ Department of Industry,
Science and Tourism 1997 [Table 3.159]).  Allowing for the exports of out-of-scope businesses, it
would appear that large businesses account for around half of Australia’s total exports of
merchandise.2 In 1997/98, large businesses involved in exporting employed almost half a million
people, or 57 per cent of the total employment of all in-scope exporting businesses.

1 BRW, ‘The Top 500 Exporters’, January 26, 1998
2 Government businesses and non-employing businesses were excluded from the population frame for the

BLS.  Certain industries, including the agriculture, communication services, education, and health and
community services industries were also out-of-scope.  As the ABS/Austrade (2000) point out, some
exports from these industries would nevertheless still have been included.  For example, many agricultural
exports are exported by wholesale businesses.  The main export items excluded would be grains, greasy
wool and communication equipment and large companies would figure prominently in the handling of
these exports.  Agricultural product and communication equipment exports were valued at around $12
billion in 1997/98 – as compared with total Australian merchandise of $88 billion.  This may be compared
with an estimated $57 billion of export sales of goods by businesses in-scope of the BLS, pointing to some
under-estimation of the value of merchandise exports.

Table 6: Contribution of large businesses to exports, 1997/981

No. of Exports ($m)
businesses Goods2 Services Total

Top 850 businesses (based on turnover) 850 35,942 661** 36,602

Businesses with 200+ employees 2,064 27636 865* 28,501

Of which: Mining 12,167*

Manufacturing 13,595

Businesses with turnover $50m+ 2,485 44,063 749* 44,812

All businesses 540,902 56,964 2,230 59,194

Source: Data provided by ABS, from Business Longitudinal Survey (BLS)
1Excluded from the scope of the BLS were non-employing businesses; government enterprises; and the
agriculture, communication services, education, and health and community services industries.
2 Includes a small number of businesses exporting services as well as goods.

* Data subject to sampling variability of between 25% and 50%.

** Data subject to sampling variability greater than 50%
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Defined in terms of turnover in excess of $50 million, large businesses contributed approximately
three-quarters of the total goods export revenues of all in-scope businesses.  Within this category,
the largest 850 businesses, based on turnover (equivalent in number to the number of
management units of the top 100 enterprise groups according to the ABS Economic Activity
Survey – refer Table A3) are particularly significant.  They contributed over 60 per cent of total
goods export revenues of all in-scope businesses.

Manufacturing and mining businesses contribute the bulk of the export revenues of businesses
employing 200 or more persons.  Large mining companies dominate the exports of the mining
industry.  According to BLS results for 1997/98, and subject to a sampling variability of between
25 and 50 per cent, the 55 mining businesses with 200 or more employees involved in exporting
contributed 77 per cent of the exports of all mining businesses, and had average exports of $225
million.

Large manufacturing businesses contributed an estimated 57 per cent of the exports of all
manufacturing businesses in 1997/98.  Some 420 businesses, or around 70 per cent of large
manufacturing businesses, were involved in exporting.  These businesses had average exports of
$33 million.  Exports accounted for 19 per cent of the total turnover of these businesses and 15
per cent of the total turnover of all manufacturing businesses with 200 or more employees.

BLS data on the significance of large manufacturing exporters are corroborated by ABS data
obtained from their annual survey of manufacturing establishments.  In 1999/2000,
manufacturing establishments employing 100 or more persons accounted for $26 billion of
exports – those directly undertaken by the manufacturer or their agent – or over 70 per cent of
total manufacturing establishment exports (ABS, ‘Manufacturing Industry, Australia’, Cat 8221.0).
Their contribution to exports directly undertaken ranged from 30 per cent for printing, publishing
and recorded media to over 80 per cent for food, beverages and tobacco; and machinery and
equipment.

However, while large manufacturing businesses are more export-oriented than small-to-medium
manufacturing businesses, for the most part they do not depend significantly on exports.  For
more than half the businesses with a turnover in excess of $50 million, exports represented 5 per
cent or less of their total turnover (Table 7).3

3 This accords with BLS data for 1994/95, which revealed that around one-third of manufacturing
businesses with employment of 100 or more were not involved in exporting, one-third had exports up to
10 per cent of turnover, while the remaining third had exports of more than 10 per cent of turnover
(Industry Commission/Department of Industry, Science and Tourism 1997 [Table 3.166]).  Pappas Carter
Evans & Koop (1990) had a similar earlier finding.  Some 70 per cent of firms with sales of $50 million or
more had exports representing 5 per cent or less of sales.  However, being based on firm size as opposed
to management unit size, the data are not strictly comparable.
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Table 7: Manufacturing businesses’ export reliance, 1997/98

Exports as a percentage of turnover1

Turnover 0 - 5% 5 - 25% >25% Total

> $250m 0.1 0.0 *0.0 0.2

$50m - $250m 0.6 *0.2 0.3 1.0

< $50m 92.3 4.0 2.6 98.8

Total 93.0 4.2 2.8 100.0

Source: Data provided by ABS, from Business Longitudinal Survey (BLS)
1 Cell entries are numbers of manufacturing businesses fitting the respective headings expressed as
percentages of the total number of manufacturing businesses in Australia.

* Data subject to sampling variability of between 25% and 50%.                               
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The BLS also found that large exporting businesses tend to pay higher salaries than large
businesses not involved in exporting.  In 1997/98, over 60 per cent of large (200 or more
employees) exporting businesses paid above average weekly earnings, compared with around
one-third in the case of large non-exporting businesses.

Top exporters

In 1996/97, the top 50 exporting enterprise groups each had exports in excess of $300 million
according to the BRW’s top 500 exporters list.  BHP, Mitsui & Co Australia and the Australian
Wheat Board were the three largest exporters, each with exports in excess of $4 billion.  Included
in the top 50 were eight Japanese trading houses (Box 5).4 Most of the top 50 had a significant
focus on Asian markets.  In keeping with the profile of Australia’s total exports, exporters of
unprocessed and processed primary products predominated in the top 50.   However, there were
12 significant exporters of elaborately transformed manufactures (ETMs)5 in the top 50.

Pappas Carter Evans & Koop (1990) identified a dearth of companies with significant exports of
ETMs.  This was viewed as a concern because all successful industrial economies were judged to
have built the core of their complex factor export base on major indigenous companies.  In the
post-World War 2 period, large-scale foreign investments were instrumental in establishing the
Australian manufacturing base in a range of industries.  For the most part, these multinational
investments were geared to supplying the domestic market in traded-goods sectors, in an era of
high tariff protection.  In consequence, many larger Australian manufacturing companies had
grown out of a focus on the non-traded goods sector, and developed into ‘multi-domestics’,
servicing demand in overseas markets from within those markets, rather than through exports
(Yetton, Davis & Swan 1992). Chart 3 illustrates the varying propensity of different manufacturing
industries to export.

While there remain weaknesses in Australian manufacturing, the growing significance of
manufacturing exports, and more particularly ETMs, since the time of the Pappas Carter Evans &
Koop report is very evident.

Over the period 1988/89 to 1996/97, ETM exports grew some 230 per cent (a 16 per cent trend
growth rate) and total manufacturing exports by 140 per cent, in comparison with total
merchandise export growth of 80 per cent.  ETM growth eased off to a 7 per cent trend rate over
the four years to 2000/01.

Utilising a similar list of top 500 exporters, Pappas Carter Evans & Koop identified just eight
companies (excluding two processed foods producers) operating in ‘complex factor industries’6 in
Australia exporting $100 million or more a year in 1988/89, and none exporting a billion dollars
or more a year.  Except for BHP Steel, which had exports of $900 million, none were significant
traders in international terms and a number were affiliates of foreign multinationals.  The next
largest exporter had exports of only $65 million.

4 It is not meaningful to compare the combined exports of the top 50 companies with Australia’s total
merchandise exports as some companies, notably the Japanese trading houses, export as agents for other
companies including companies amongst the top 50 exporters.

5 Under the Department of Foreign Affairs and Trade’s Trade Export Classification (TREC), processed primary
products exports are not regarded as manufacturing exports.  It might be noted however that, in keeping
with the ANSZIC, in which for example food processors are classified to the manufacturing industry, it is
intended to recast the TREC and allocate processed primary products to manufactures.

6 Pappas Carter Evans & Koop defined these as industries in which firms depend for their competitive
advantage on more complicated combinations of factors, such as relative scale, brand strength and
customer franchise, and technological edges in either the product or the production process.  Excluded
were resource-based (other than some processed food producers determined to be in complex factor
segments) industries and low wage industries (those where the cost of labour is the most important
competitive factor).  Primary metal producers, eg of aluminium or gold, to which very little value had been
added were also excluded.  
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BOX 5: Exports of Japanese trading companies1

The top nine Japanese trading companies, referred to as general trading companies (sogo
shosha), are Mitsui, Mitsubishi, Itochu, Sumitomo, Marubeni, Nichimen, Nissho Iwai and
Kanematsu. The sogo shosha represent a significant force in the world economy.  While
their rankings have slipped in recent years, the top five are in the top 20 companies in
Fortune’s ‘Global 500’ 2000 list and have a combined annual revenue of around $US530
billion.  As the 1997 CEDA study notes, their traditional role as ‘procurer for Japan’s industry
and the door to world markets for their output’ has diminished as their Japanese industry
client base has become more directly involved in trade (CEDA 1997).  Today, they are more
domestically focussed and have also become significantly involved in third country trade and
offshore investment. 

In Australia, the sogo shosha are prominent on the BRW 1000 list.  Three of them, Mitsui
& Co Australia, Marubeni Australia and Itochu Australia, are on the Top 100.  They, together
with Nissho Iwai, Tomen and Mitsubishi Australia, are amongst the 100 largest foreign
companies in Australia (BRW 2000a). 

In 1996/97, the sogo shosha had combined exports from Australia of $16,880 million, or
15 per cent of Australia’s total exports of goods and services.2 All ranked amongst the top
100 exporters.  In 2000, the companies on the Top 100 list – Mitsui & Co Australia,
Marubeni Australia and Itochu Australia – had combined exports of almost $10 billion,
including an estimated $3.5 billion in exports as principal or otherwise attributable to them
through their investments.3 The sogo shosha remain the principal mode of entry for
Australian sales to the Japanese market.  According to the CEDA study, they accounted for
around two-thirds of Australia’s exports to Japan in 1995 – and one fifth of imports.  Today,
minerals, energy, metals and foods continue to dominate the export profiles of Mitsui & Co
Australia, Marubeni Australia and Itochu Australia and 90 per cent of their combined
exports are to Japan.  Exports by the three companies accounted for over 35 per cent of
Australia’s exports to Japan in 2000.

The sogo shosha also have significant investments in Australia, notably in mining, metals
and energy.  Most notably, Mitsui and Mitsubishi are partners in a one-sixth share of the
North West Shelf development. 

1 A comprehensive account of the role of the Japanese trading companies in Australia is provided in
Instate Pty Ltd, a study undertaken for the Committee for Economic Development of Australia
(1997)

2 BRW, ‘The Top 500 Exporters’, January 26, 1998
3 Mitsubishi Australia was listed as the fourth largest exporter in 1996, and second to Mitsui & Co

Australia amongst the sogo shosha, with exports of $3,859 million.  Mitsui & Co Australia’s exports
in that year were $5,543 million.  Mitsubishi Australia has since changed its accounting system, and
now only includes sales data where it acts as principal – as a result it is no longer in the Top 100.
Mitsui & Co Australia, Marubeni Australia and Itochu Australia, the other trading companies in the
Top 100, continue to include sales where they act as agent for other companies.

By comparison, while BHP Steel remained the only truly large exporter in 1996/97, the set of such
companies (defined here for comparison purposes as those exporters in like-defined complex
factor industries with exports of more than $180 million) had grown to 14.  Moreover, the exports
of these large complex factor businesses grew almost as strongly as total ETM exports over the
period 1988/89 to 1996/97 – by around 190 per cent.
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A further ten companies had complex factor exports of $100 million or more in 1996/97.  These
24 companies had combined exports of $6.9 billion, representing some 36 per cent of Australia’s
total ETM exports.  Their exports as a share of their combined turnover were around 14 per cent
in 1996/97.7 The simple average percentage of exports in turnover for these large exporters in
complex factor industries was 18 per cent, indicating that the export orientation of the very
largest companies was somewhat less than that of the smaller companies within the group.8

Top 500 exporter data also bear out the fact that large processed food exporters (defined as those
with exports of $100 million or more) accounted for as much as one half of Australia’s total
processed food exports in 1996/97, and were important contributors to the strong growth in
processed food exports over the period since 1988/89.

Exports and imports of the Top 100

A number of Top 100 enterprises are involved in predominantly non-traded industries, for
example retailing, finance and insurance, construction and energy distribution.  Nevertheless, the
Top 100 have a prominent position in our merchandise export trade.9 Table 8 lists the
merchandise exports of those Top 100 enterprises engaged in a significant way in merchandise
exports for the most recent 12 months reporting period (to December 2000 or June 2001 for most

7 Based on the exports of 19 of the 24 large exporters in complex factor industries where data could be
matched with BRW1000 global revenue data for 1996/97.  The share of exports in worldwide revenues
would be only slightly less than the share of exports in Australian turnover as the companies concerned
had little in the way of offshore activity.

8 The 14 per cent ratio may be compared with the 1997/98 BLS-derived 19 per cent ratio of exports to
turnover for all manufacturing businesses with 200 or more employees involved in exporting.

9 Of the BRW’s list of the top 50 exporting enterprise groups in 1996/97, over half were in the then current
BRW list of top 100 enterprises based on turnover, including six Japanese trading houses.
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Table 8: Top 100 companies: significant merchandise exporters1

Company Merchandise exports/imports, 2000-01 Exports Exports
1996-972 1993-943

($m) ($m)

BHP Exports of $7,892 million (53% of Australian turnover) in year to June 2001 – up  from $6,489 million in previous year.  5,956 5,420
Steel exports of around $1.2 billion and LNG exports around $1 billion (a one-sixth partner in North West Shelf (minerals (minerals
gas project).  Other major exports are of coking coal, iron ore, oil and manganese.  Major markets – 28% of sales 3,332; steel 3,040; steel
were to Japan; other key markets are Korea (mainly coking coal and iron ore), China and Taiwan (mainly coking coal 1,626; 1,626;
and iron ore).  Exports stand to increase as a result of BHP’s merger with Billiton, which has substantial Australian petroleum petroleum
exports of alumina (now has 86%of the Worsley refinery) and nickel (Yabulu refinery).  The group’s planned spin-off 947) 640)
of BHP Steel will result in it losing its steel export business however.

Mitsui & Exports of $6,581 million (53% of turnover) in 2000 – principally energy, but also coal, iron ore, metals (mainly zinc,  5,543 4,184
Co Australia copper and aluminium) and food.  Major  markets – over 90% of exports to Japan.  For the bulk of energy, coal and 

iron ore  exports, Mitsui acts as agent, not principal.  At the same time, a significant share of these exports is 
attributable to Mitsui, given its equity stakes in the businesses concerned, including a 50% share of MIMI (a 
one-sixth partner in the North West Shelf gas project); its Wandoo oil investment; its investments in a number of 
coal  mines; and its 33% share of the Robe River iron ore joint venture. The other investors in these businesses are 
for the most part other Top 100 companies. Food exports are undertaken on own account, while metal exports are 
a mixture of own account and an agency basis. Imports of $169 million in 2000, mainly from Japan.

Rio Tinto Exports (excluding to New Zealand) of $6,503 million (representing almost all Australian turnover) in 2000 – 3,776 (iron 3,445
including aluminium, alumina and bauxite, $2,230 million (Comalco); iron ore, over $2 billion (Hamersley and North – ore, 1,365;
part year); coal, $1 billion (Coal & Allied, Pacific Coal); diamonds, $457 million (Argyle, Ashton).  Major markets – Argyle
Japan, $2.4 billion; other Asia, $2.4 billion; Europe, $1.3 billion.  Exports reflect part year data for a number of major Diamonds
acquisitions through the year – remaining 28% of Comalco (June); North (August); Ashton Mining (December).  Coal 350; Pacific
exports in 2001 will have increased following Coal & Allied’s acquisitions of coal mines, mainly in the Hunter Valley, in Coal 210)
December 2000 and January 2001.  Is Australia’s largest producer and exporter of iron ore, steaming coal and 
aluminium and largest traded salt producer in the Asia Pacific.

Alcoa World Exports of over $3 billion (over 85% of turnover) in 2000 – including alumina, approx.  $1.9 billion; aluminium, 2,181 1,866
Alumina approx. $1.1 billion.  Alumina is exported worldwide from  shipping terminals at Kwinana and Bunbury.  Major 
Australia markets for aluminium include Korea, Japan and Thailand.  Overseas payments for goods, services interest and 

dividends of $846 million, implying a net contribution to the balance of payments of around $2.2 billion.  

WMC Exports of $2,316 million (74% of turnover) in 2000 – including nickel (mostly metal  sales), $1,649 million; copper, 1,202 1,074
$456 million; and uranium, $191 million.  WMC is one of the largest Australian exporters of nickel, copper and 
uranium.  Major markets – Europe, Japan, North America and Taiwan.  Exports of $1,006 million (65% of turnover) 
in six months to June 2001.  Data are exclusive of Alcoa World Alumina Australia sales (see above), which is 40% 
owned by WMC.
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Company Merchandise exports/imports, 2000-01 Exports Exports
1996-972 1993-943

($m) ($m)

Shell Australia Exports of $2.3 billion (30% of turnover) in 2000.  Main products – LNG, crude oil and condensate, $1.6 billion 1,007 1,132
(one-sixth partner in North West Shelf gas project plus other oil interests); petroleum products, $700 million.  
Significant imports of crude oil.

BP Australia Exports of $1,953 million (33% of turnover) in 2000 – including LNG, plus crude oil,  condensate and LPG, 736 425
$1,007 million (one-sixth partner in North West Shelf gas project); petroleum products, $906 million; solar products, 
$40 million.  Major markets –  Japan (LNG); South East Asia and New Zealand (petroleum products); East Asia and 
Pacific (solar products).  Imports of $3,777 million, including crude oil imports of $3,721 million.

MIM Holdings Exports of $1,953 million (79% of Australian turnover) in year to June 2001 – including coking and steaming coal, 1,144 1,283
approaching $800 million; copper (mostly refined metal), approx $750 million; lead bullion, zinc and zinc-lead concentrates, 
approx $450 million.  Major markets – coal exported worldwide, but chiefly to Asian and European markets; more than two  
thirds of copper exports are to Asia and Europe; all lead bullion to MIM refinery in the UK; 60% zinc concentrate and 
most zinc-lead concentrate exported to Asia and Europe.

ConAgra/Aust Exports of $1.92 billion (80% of turnover) in year to May 2001 – primarily chilled and frozen beef product 940 1,163
Meat Holdings (approximately 60/40 frozen to chilled).  Major markets – approximately 60% of exports are to Japan.

Marubeni Exports of $1,841 million (over 80% of turnover) in 2000, comprising roughly 60% handling/agency sales and 40% 1,900 1,708
Australia principal sales.  Major markets  – Japan ($1,428 million – mainly coal, iron ore, aluminium ingot, woodchips and food) and 

other Asia ($413 million – mainly wool and food).  Imports valued at $383 million – Japan ($228 million – mainly 
machinery and chemicals), other Asia ($85 million – mainly textiles and steel) and USA ($70 million, mainly chemicals). 

Itochu Exports of $1.5 billion (95% of turnover) in year to March 2001, comprising agency sales  of $1.2 billion and principal 1,800 1,420
Australia sales of $0.3 billion.  Agency sales derive principally from coal and iron ore.  The major part of coal and iron ore exports 

relate to the output of mines in which Itochu has investments (typically in the range of 10-30%), and so a proportion of 
these agency sales are attributable to Itochu. The other investors in these businesses are for the most part other Top 100 
companies. Sales as principal include woodchips, $112 million; grain, $78 million; and foodstuffs, $19 million.  All exports 
are to Japan.  Imports valued at $77 million (principally steel).  In addition, another company within the group, Itochu 
Wool Ltd, had wool exports of $418 million in the year to March 2001, with  main markets being Italy, Korea, China, India/
Thailand and Japan.  Itochu Wool is Australia’s largest wool buyer at auction.

Holden Exports of $1,230 million (26% of turnover) in 2000 – including 29,000 cars valued at $783 million (up 44% on 1999) and 393 300
265,000 engines valued at $447 million (up 38% on 1999).  Exports worldwide.  Expects exports to reach $2.3 billion by
2005, buoyed by sales of V6 engines to be produced at its new engine facility in Victoria. Significant component and 
vehicle imports.



Company Merchandise exports/imports, 2000-01 Exports Exports
1996-972 1993-943

($m) ($m)

Toyota Exports of $1billion (18% of turnover) in 2000, up almost 40 per cent on 1999 – including 45,000 completely built up 329 109
Motor Corp vehicles; 9000 completely knocked down vehicles to Asian markets; plus engines, cylinder heads, windscreens and spare 

parts.  Exports to 34 countries – biggest markets in Middle East. Significant component and vehicle imports.

Queensland Queensland Sugar is the exclusive marketer of Queensland’s raw sugar crop.  In the year to June 2000 it had exports in 1,560 1,300
Sugar the order of $1 billion, although exports tend to fluctuate from year to year.  Some 85% of annual production is exported.  

Markets are worldwide.

Pasminco Exports of $912 million (59% of Australian turnover) in year to June 2001, comprising ores and concentrates, $458 million 787 810
(mostly zinc and lead); and refined metals, $454 million (including zinc, $320 million; lead, $103 million).  Major markets – 
The Netherlands (zinc for refining at its Budel refinery); Japan, Korea and China (ores and concentrates); Taiwan (refined 
zinc and lead); Hong Kong (refined zinc); Indonesia and Malaysia (refined zinc and lead).

Southcorp Exports of around $800 million in year to June 2001 (pro forma basis, based on full year data for Rosemount, which was 333 183
acquired mid-way through the year).  Major markets – North America, Europe (mainly United Kingdom).  Wine exports of 
$760 million (over 60% of Australian wine turnover).  Is the largest premium wine importer into the United Kingdom and 
one of the largest into the USA.  Water heater exports of $40-50 million pa (water heater business is being divested).

Mitsubishi Exports of $437 million (17% of turnover) in 2000 – over 12000 vehicles, exported mainly to North America.  Expected 349 365
Motors Aust exports will reach about $700 million in 2001.  Significant component and vehicle imports.

CSR Exports of $424 million (16% of Australian turnover) in year to March 2001– including aluminium, alumina, bauxite and 530 315
aluminium hydroxide, $363 million (70% share in each of GAL – up until its sale in January 2001 – and GAF); sugar, 
$49 million (including 50% share in Sugar Australia); and building materials, $12 million.  Major markets – Japan 
(aluminium related products); New Zealand (building materials).  In addition, CSR’s share of Queensland raw sugar 
production is approximately 40% - so 40% of Queensland Sugar’s exports are attributable to CSR production (see 
Queensland Sugar entry above).

Nestlé Exports of $361 million (18% of turnover) in 2000 – including food and beverages, $235 million.  Major 262 174
Australia markets – South East Asia.

Wesfarmers Exports of $350 million (8% of turnover) in year to June 2001 – including coal, $205 million; LPG, $125 million; sawn 131 16
timber, $20 million.  Major markets – Japan, South East Asia, India, USA, United Kingdom, Europe.

OneSteel Pro forma exports of $212 million (8% of turnover) in year to June 2000 – including rod, bar and wire and some slab, na na
structural, pipe and tube products.  Major markets – North Asia and South East Asia.  Broad nature of business activities 
and export markets has not changed significantly in past year.
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Company Merchandise exports/imports, 2000-01 Exports Exports
1996-972 1993-943

($m) ($m)

Foster’s Exports of $200 million (11% of Australian turnover) in year to June 2001 – including wine, $164 million; beer, $35 million.  33 na
Imports of $55 million (spirits and beers).

Futuris Exports of $197 million in year to June 2001(3% of turnover) – including meat exports, $71 million; wool, $59 million 202 (Elders 37 (Elders
Corporation (50% share of BWK Elders Australia); live animals, $37 million; automotive, $13 million.  Major markets – Japan, USA, Livestock Ltd Livestock

Korea (meat); Indonesia (live animals). Div 130) Div)

PaperlinX Exports of $189 million (8% of Australian turnover) in year to June 2001, comprising paper and paperboard.  Major 80 (Amor 47 (Amor
markets – Asia, China, Europe, Indian sub-continent, Japan, New Zealand and North America. Paper) Trading)

Visy Exports of around $150 million (9% of Australian turnover) in year to June 2001 – including recycled packaging papers and na na
Industries plasterboard liner.  Major markets – China (recycled packaging papers); New Zealand (recycled packaging papers, 

plasterboard liner); Thailand (plasterboard liner)   A further $110 million in kraftliner board exports is anticipated with 
the recently commissioning of the Tumut Pulp Mill.  Most capital equipment for major projects is imported.

Caltex Exports of $92 million (3% of turnover) for eight months to August 2001 – petroleum products, including naphtha, na 130
Australia $30 million; feedstock, $22 million; petrol, $14 million.  Major markets – New Zealand, Singapore, Japan and Taiwan.  

Imports of $1,684 million for seven months to July 2001, including crude oil, $1,594 million.

Invensys Exports of around $140 million (16% of turnover) in year to March 2001 – including automotive transmissions of approx na na
Australia $100 million, which are mostly exported to Korea.

Smorgon Exports of $115 million (5% of turnover) in year to June 2001 – including grinding media; forgings; tubing (Palmer Tube na na
Steel Group Mills), and merchant and reinforcing bar.  Major markets - Indonesia, Malaysia and Papua New Guinea (grinding 

media); Japan (forgings); New Zealand and Pacific Islands (tubing and merchant and reinforcing bar).

Ford Australia Exports of $114 million (4% of turnover) in 2000 – some 5,000 Falcons and spare parts exported to New Zealand, Hong 235 175
Kong and South Africa. Most production is for domestic market.  Significant component and vehicle imports.

Mobil Oil Mobil Adelaide Refinery exports petroleum products valued at over $100 million.  (Mobil Exploration & Producing 307 na
Australia Australia also has exports from its offshore interests in Western Australia.)

F.H.Faulding Exports of hospital injectable products of around $100 million (5% of Australian turnover, at least 50% of Australian 96 70
injectables turnover) in year to June 2001.  Exports injectable products worldwide.  With Mayne’s current takeover of FH 
Faulding, the intention is to sell the injectables business to offshore interests.

Pacific Dunlop Exports of around $100 million (5% of Australian turnover) in year to June 2001 – including South Pacific Tyres (mainly 160 270
tyres), $60 million; Pacific Brands (mainly clothing), $30 million;  and Ansell Healthcare (mainly gloves), $4 million.  
Major markets – New Zealand, USA and Europe.  Imports - Pacific Brands, around $600 million; South Pacific Tyres, around 
$130 million; Pacific Automotive (since divested), approximately $80 million; and Ansell Healthcare, $37 million.



Company Merchandise exports/imports, 2000-01 Exports Exports
1996-972 1993-943

($m) ($m)

Goodman Exports of $100 million (5% of Australian turnover) in year to June 2001 – including industrial margarine, $20 million; 118 110
Fielder premixes, $18 million; retail margarine, $15 million; bread improvers, $10 million; shortening, $10 million.  Major markets – 

China (industrial margarine and shortening); Japan (premixes); South Pacific, South East Asia and Sri Lanka (retail 
margarine, shortening); Middle East and South Africa (bread improvers).  Imports of $50 million, mainly of edible oils.

Orica Exports of $84 million (2% of Australian turnover) in 2000 (plus some further exports to New Zealand) – including 243 (ICI) 210 (ICI)
ammonium nitrate, $30 million, sodium cyanide, $29 million.  Major markets – South East Asia, South America, China and 
New Zealand).  Significant imports of urea.

Boral Exports of under $60 million (1-2% of Australian turnover).  Major markets – Japan (businesses since divested) and 183 188
New Zealand (bricks).

George Exports of $57 million (4% of turnover) in year to July 2000 (including flour, flour-based pre-mixes, biscuits, bakery mixes, 37 24
Weston Foods crispbreads, fresh pig meat, frozen par baked products, vital wheat and modified glutens, pizza bases, native and 

modified starches, hams, bacon, salamis, meat smallgoods animal feeds and specialty cleaning products and systems. 
Major markets – China, Indonesia, Japan, Malaysia, New Zealand, Philippines and Thailand.

Philip Morris Exports of $44 million (6% of turnover) in 2000 – cigarettes and other tobacco products.  Major markets – New Zealand  na na
(Australia) and South Pacific.

1 Service sector companies were not approached for the purposes of this survey.  Some, for example IBM and Telstra, would have merchandise exports of some significance.
2 Sourced from BRW, ‘The Top 500 Exporters’, January 26, 1998
3 Sourced from ABM, ‘Top 500 Exporters’, August 1994 (excepting data for MIM which has been sourced from MIM); other large exporters in 1993-94 included: AWB ($2,027 million), Nissho Iwai ($975 million),

Tomen ($850 million), Normandy Poseiden ($800 million), North Broken Hill Peko ($700 million), Oakbridge ($538 million)
na  not applicable/not available

The Big End of Tow
n and A

ustralia’s Trading Interests
43

C
h

ap
ter 4 



44 The Big End of Town and Australia’s Trading Interests

companies).  The Top 100 are estimated to have accounted for around $40 billion in merchandise
exports, or 35 per cent, of Australia’s total merchandise exports.10 They are thus even more
important contributors to our merchandise exports than to the nation’s output.

Three large exporters stand out – BHP (now BHP Billiton), Mitsui & Co Australia, and Rio Tinto.
The largest exporter was BHP, with exports of $7,892 million in 2000/01.  With the recent merger
of BHP and Billiton, the group’s exports stand to increase as a result of Billiton’s substantial
operations in Australia – notably in alumina and nickel – but with an offset resulting from the
planned spin-off of BHP Steel.  Rio Tinto and Mitsui (Box 6) both had exports in the order of $6.5
billion in 2000 although, in common with other Japanese trading houses, Mitsui’s exports in
significant measure reflect its agency role.  Rio Tinto’s exports will be significantly higher in 2001
as compared with 2000 as a result of a number of major acquisitions undertaken over the June
2000 to January 2001 period.  All together, there were 14 companies with merchandise exports
of $1 billion or more for the most recent 12 month reporting period.

The Top 100’s merchandise exports have grown in line with Australia’s total merchandise exports
over the four years to 2000/01.

10 Including an allowance for the sales attributable to the three Japanese trading companies in the Top 100,
both where they act as principal and to reflect the equity stakes they hold as direct investors in the
businesses for which they act as export agent. 

BOX 6: Mitsui & Co Australia – A vital link to Japan and
beyond
Mitsui Japan ranked 11th on the Fortune Global 500 in 2000, with revenues of $US118
billion.  It is the world’s second largest international trading company, employing over
11,000 people in 93 countries.

Mitsui & Co Australia has a longstanding involvement in the Australian economy.  It opened
its first Australian office in 1909.   Over the years, it has built up a very substantial minerals,
energy and agricultural export business, mostly to Japan.  Its exports from Australia in the
year to December 2000 were valued at $6.6 billion.

Mitsui & Co Australia has been active in seeking out investment opportunities in Australia,
drawing on its parent company to finance some major investments, including its 50 per
cent share in Japan Australia LNG (MIMI) Pty. Ltd, one of six shareholders in the North West
Shelf gas project.  Other major investments include a 33 per cent share of the Robe River
iron ore joint venture, some major coal investments, and the Wandoo crude oil project. It
currently exports in excess of 12 million tonnes of coking and steaming coal per year,
representing some 9 per cent of total Australian coal exports.

A consortium led by Mitsui & Co is also currently building a 450MW coal fired power station
as well as a 2 x 420 MW power station, both in Queensland.  

Its resource exports are likely to become even more important in the years ahead as a result
of: the new North West Shelf LNG train currently under construction; the development of
a new Robe River mine at the West Angeles iron ore deposit; and its recent increased equity
stakes in a number of coal mines.

Mitsui & Co Australia has recently developed new areas of export business, including
plantations to provide woodchips and carbon credits.  It is also keen to expand into new
business lines such as biotechnology, information technology and environmental areas.

In addition, it is on the lookout for trade and investment opportunities to assist Australian
companies to enter Asian markets, including the export of services, drawing on its extensive
affiliate network in the region.



The Big End of Town and Australia’s Trading Interests 45

Primary products predominate in the export profile of the Top 100 and represent the bulk of the
combined exports of the very largest of the Top 100 exporters.  Manufactures accounted for an
estimated 23 per cent of Top 100 total merchandise exports in 2000/0111.  This is significantly less
than the 31 per cent share of manufactures in total Australian merchandise exports in 2000/01.
ETMs represented an estimated 13 per cent of the Top 100’s merchandise exports.  This share is
again significantly lower than the share (21 per cent) for the economy as a whole, pointing to the
fact that smaller companies are better represented in our ETMs as well as total manufactures than
in other broad sectors.  Simply transformed manufactures (STMs) in the form of mineral
manufactures and metals largely accounted for the balance of the manufactures exports of the
Top 100.

Automotive exports contributed over half of Top 100 ETM exports in 2000.  The four auto
producers had vehicle and component exports of $2,780 million in 2000, representing two-thirds
of Australia’s total vehicle and component exports.  Holden (Box 7) and Toyota Australia each had
exports of $1 billion or more.12 Australia’s vehicle and component exports have grown very
strongly in recent years – at a compound rate of 20 per cent per annum over the five years to
2000/01, as compared with 11 per cent for imports.

Three Top 100 companies are particularly significant exporters of processed foods and beverages.
These are ConAgra/Australia Meat Holdings, Southcorp and Nestlé Australia.

Chapter 4 

11 See footnote 5 above.
12 Toyota Australia’s export orders for 2001 were valued at $1.4 billion, up 40 per cent on 2000 export

revenues.

BOX 7: Holden – redefining itself
General Motors Corporation ranked third on Fortune’s Global 500 in 2000, with revenues
of $US185 billion. Holden holds a special place in Australia's history as the manufacturer of
the first all-Australian car.  Holden’s vehicle export program commenced in 1954, when FJ
Holdens were shipped to New Zealand.

In 2000, Holden had automotive exports of $1,230 million, representing close to 30 per
cent of Australia’s total automotive exports.  In addition, it had $80 million of exports of
specialist Holden engineering services provided to support GM product programs in the
Asia Pacific region and in Europe.  

Over 20 per cent of vehicle production units were exported in 2000, while over 70 per cent
of engine production units were exported.  Exports of some models are now higher than
domestic sales.  The Commodore is exported to markets in the Middle East, Latin America,
South Africa, Brunei, Fiji and New Zealand.  Holden four cylinder engines are exported
worldwide.

A new all aluminium, high technology V6 engine plant is under construction at Fishermans
Bend in Victoria.  The development involves a $400 million investment program, growing
to $700 million by mid decade.  The engine will be exported in high volume to world
markets from 2004 and will power future generations of Holden Commodores.  It is
estimated that export revenues will amount to $450 million per annum during the life of
the plant.

The new facility will position Australia as a technology leader in the Asia Pacific region.
Australia already has GM’s centre for design and engineering for the Asia Pacific – and the
only GM engineering centre for rear wheel drive vehicles.  

Holden has expansion plans for a number of additional markets.  It plans to increase vehicle
exports from current levels of around 30,000 pa to 50,000 by 2005.  

Holden’s strengths derive from GM distribution channels; its design and engineering skills;
its cost competitiveness in engineering in a global context, and in labour costs generally vis
a vis the USA and Europe; and its flexibility in manufacturing lines.



Table 8 also includes some partial data on imports of Top 100 companies.  Aside from the auto
producers, the other group of Top 100 companies that stand out in terms of imports are the
multinational oil companies, which import crude oil for refining.  At the same time, Shell Australia
and BP Australia each had exports of $2 billion or more, including LNG exports of $1 billion or so
(both are one-sixth partners in the North West Shelf gas project) and several hundred million
dollars of exports of petroleum products.13

Set against the traditional focus of the multinationals on the domestic market, protected by high
tariff barriers, the increased importance of the multinational automotive and petroleum
companies in our exports is significant.  Some multinationals have divested with the advent of
lower tariffs and other influencing factors.  For example, Nissan Australia closed operations in
1992, leaving four auto manufacturers.  Others have gone about the necessary restructuring of
their Australian operations leading them to become internationally competitive producers, and
more integrated into the multinationals’ global production and marketing strategies.  It is only
relatively recently that Australia’s car manufacturers have become significant exporters.

ICI Australia similarly had its origins in an era of high tariffs.  Over the past decade it closed a
number of uneconomic older plants.  At the same time, it made some new investments in sectors
where the size of the domestic market was deemed sufficient to support world scale plants (eg
Olefines and Polyethylene) (Bureau of Industry Economics, 1993).  ICI sold its majority interest in
1997, whereupon Orica became an independent entity.  However, with a scale-disadvantage,
Orica’s chemical manufacturing operations in Australia face competitive challenges.14

Similarly, with poor profitability, Australia’s refining sector faces an uncertain outlook.  Refiners are
faced with reduced regional refinery margins and scale diseconomies.  This has led local refiners
to press for mergers: firstly Ampol and Caltex Australia in 1995 (successful) and, more recently,
the proposed mergers of Mobil Australia and Shell Australia, and BP Australia and Caltex
Australia, neither of which has come to fruition.15 

Exports account for the bulk of the Australian turnover of the Top 100 mining companies.16 Alcoa
World Alumina Australia, ConAgra/Australia Meat Holdings and Queensland Sugar Corporation
are also heavily export-oriented.  Southcorp is shaping up to be a major wine-producing company
very much focused on its export business (Box 8).

It would appear, then, that the Top 100 manufacturing companies are as export-oriented as the
broader set of large manufacturing businesses with 200 or more employees.  The combined
exports of the two dozen or so Top 100 companies broadly categorised as manufacturing
companies which are engaged in exporting amount to around 19 per cent of their combined
turnover.  This is the same as the 1997/98 BLS-derived 19 per cent export to turnover ratio for the
broader set of all manufacturing businesses with 200 or more employees involved in exporting
(see above).17
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13 Under the Trade Export Classification (TREC), petroleum products are treated as processed fuel (not
manufactures) exports.

14 Refer Department of Industry Science and Resources, Underpinning Australia’s Industrial Growth: Report
to Government, Chemicals and Plastics Action Agenda Steering Group, March 2001.

15 Refer Department of Industry Science and Resources, Downstream Petroleum Products Action Agenda.
16 Amongst Top 100 companies, BHP Billiton, RioTinto and MIM Holdings stand out as multinational

companies with extensive offshore operations and significant export orientation (refer Tables 8, 14 and 15).
17 The BLS figure is based on management unit data, resulting in the exclusion of any management units of

manufacturing companies not involved in exporting or not predominantly involved in manufacturing and
the inclusion of any manufacturing management units of non-manufacturing companies involved in
exporting.
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4.2 Services trade
The BLS was more limited in its coverage of services exports.  In particular, travel, freight and other
transportation services, as well as communication services and government services were
excluded, as were royalties and licence fees.  BLS estimates for exports of services would also
appear to be subject to higher standard errors as compared with exports of merchandise.18

Nevertheless, the data (Table 6) indicate that large companies, defined variously as those with 200
or more employees or those with turnover of $50 million or more, accounted for perhaps
between one-third and 40 per cent of total exports of those services in-scope of the BLS.

It is clear that services exports and imports are largely undertaken by a small number of
companies.  Australia’s top 100 exporters and top 100 importers of services according to the ABS
survey on which the official estimates are based respectively accounted for some 90 per cent of
total non-travel services exports and imports in 1999/2000.

The ABS was commissioned to produce data on the export and import of services for the year
1999/2000 specifically for the Top 100 (Table 9).19 Data have been compiled separately for
transport, and other services (excluding travel and government services).

18 Of total Australian services exports of $25.2 billion in 1997/98, $4.7 billion was in services which were
covered by the BLS.  By comparison, the BLS recorded $2.2 billion for this component, although there
were also $1.6 billion of exports by businesses exporting goods as well as services.

19 In contrast to services trade data, reliable merchandise trade data at the individual company level are only
now becoming available to the ABS from the Australian Customs Service, following the introduction of
Australian Business Numbers (ABNs) in Customs systems.

BOX 8: Southcorp – a wine exporter of global significance
Southcorp has moved determinedly to re-orient itself as a major player in the global wine
business.  In the past a diversified industrial company, Southcorp disposed of its whitegoods
business in 1999 and its packaging business in 2000.  The divestment of its other major
business – its global water heater operations – is expected to be finalised before the end of
the current financial year.  

Its $1.5 billion merger with Rosemount Estate completed in February 2001 positions
Southcorp as the world’s largest premium wine company.  It is Australia's largest wine
producer and exporter, and among the top ten wine producers globally.  The Group
operates very substantial vineyard holdings and the world's largest red wine maturation
facility.

Southcorp’s focus is on the more profitable, premium brands, with a particular emphasis on
increasing its presence in the US market.  The Southcorp/Rosemount merger arose from a
recognition of the strong international demand for ‘new world’ premium wines.  Its key
brands are Penfolds, Rosemount, Lindemans and Wynns.  

Total wine exports in the year to June 2001, based on full year data for Rosemount, were
valued at $760 million, with exports to North America accounting for half the total and
exports to Europe, mainly the United Kingdom, most of the remainder.  The Group currently
has around five per cent of the United Kingdom premium wines import market and three
per cent of the US premium wines import market.
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Table 9: Top 100 enterprises’ services trade, 1999/2000

$million $million

Exports Imports

Exports by Top 100: Imports by Top 100:
Transport 3,839 Transport 768
Other 3,322 Other 4,216
Total 7,161 Total 4,984

Majority foreign-owned companies 1,078 Majority foreign-owned companies 1,241
26 coys with top 100 asset, employment rankings 4,940 26 coys with top 100 asset, employment rankings 2,689

Exports by all companies: Imports by all companies:
Transport 6,865 Transport 10,018
Other (excl travel and government services) 7,477 Other (excl travel and government services) 9,210
Total 14,342 Total 19,228

ABS Survey top 100 exporters: ABS Survey Top 100 Importers:
Transport 6,865 Transport 10,018
Other 6,188 Other 7,096
Total 13,053 Total 17,114

Source: ABS data (consistent with that published in ABS ‘Balance of Payments and International Investment Position, Australia’, March quarter 2001 issue, Cat 5302.0)
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All together, the Top 100 had services exports of over $7 billion in 1999/2000, representing 48
per cent of Australia’s total exports of non-travel services.  The Top 100 are particularly significant
in the export of transport services (comprising freight and passenger and ‘other transportation
services’20) – with exports of $3.8 billion, they contributed 56 per cent of Australia’s total exports
of transport services.  Top 100 companies also contributed $3.3 billion – or 44 per cent – to
Australia’s total exports of other services, excluding travel and government services (Box 9). 

On the import side, the Top 100 are less significant in transportation services imports, accounting
for only eight per cent of Australia’s total imports in 1999/2000.  However, they contributed 46
per cent of total imports of other services, excluding travel and government services – a
percentage similar to that on the export side.

20 Includes services provided in ports and airports by residents to non-residents, such as cargo handling,
storage and warehouse etc
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BOX 9: Top 100 enterprises and Australia’s services exports in
1999/20001

Qantas, and to a lesser extent, Ansett, would have accounted for the bulk of passenger
services credits (total Australian exports of passenger and ‘other transportation services’2 of
$5.8 billion in 1999/2000).  In addition, their carriage of Australian residents overseas serves
an import substitution role.

Top 100 companies – particularly Qantas, but also Ansett International as well as Australian
companies that carry their own products to overseas markets, notably BHP, Shell Australia
and Rio Tinto – would also have accounted for a significant share of freight services credits
(total Australian exports of around $1 billion in 1999/2000).3

Top 100 companies would be dominant in communication services (total Australian exports
of $1,374 million in 1999/2000).  Telstra and Optus would account for the bulk of receipts
from international telephone calls and communications by electronic media, while Australia
Post is the main provider of international postal services.  Telstra’s joint venture with Pacific
Century CyberWorks to create a regional and global carrier of voice and data services,
involving a merger of some of both companies’ businesses and assets, will in future lead to
a lessening of Telstra’s services export revenue compared with what it would otherwise have
been.

Given that a number of insurance companies are in the Top 100, Top 100 companies would
also be dominant in insurance services (Australian exports of $766 million, of which $623
million related to reinsurance).  

Likewise, the Top 100 would also be dominant in financial services (Australian exports of
$747 million).  The big four banks are all included in the Top 100, as are Suncorp Metway,
St George Bank and Macquarie Bank.

IBM would be a significant contributor to the export of computer and information services
(Australian exports of $668 million). 

On the other hand, the Top 100 would account for a relatively small share of ‘miscellaneous
business, professional and technical services’ (Australian exports of $2,336 million).  The
notable exception would be engineering services (Australian exports of $497 million),
where Leighton Holdings and Transfield would be significant contributors to export receipts.

News Limited and Publishing & Broadcasting would be significant amongst exporters of
audiovisual and related services (Australian exports of $175 million).

Top 100 companies are no doubt also of some significance in the export of royalties and
licence fees (Australian exports of $572 million).

1 The data compiled by the ABS were subject to ABS confidentiality constraints which prevent the
disclosure of information in respect of individual businesses.  References here to individual
companies are based on information in the public domain.

2 Passenger services credits relate in principle to the transport of non-residents by resident carriers.
Where Australian residents are carried overseas by foreign airlines, this counts as an import of a
service.

3 Freight services credits largely relate to the earnings by Australian resident transport operators from
carrying merchandise overseas.
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Large companies and foreign
ownership

• Significant and growing levels of foreign involvement in domestic economies are a
worldwide phenomenon.

• The level of direct investment equity held by non-residents as a proportion of total
equity on issue has not trended upward over recent years.

• Inward direct investment has contributed significantly to Australia’s economic
growth and development, job creation and living standards.

• Over half a million people throughout metropolitan and regional Australia work in
businesses with majority foreign ownership.

• Large majority foreign-owned businesses (those with 200 or more employees)
account for some two-thirds of the employment and half the turnover of all
majority foreign-owned businesses.  They also contribute significantly to
merchandise exports.

• Large majority foreign-owned companies account for over one-third of the total
employment and turnover of all large manufacturing businesses.

• The 31 majority foreign-owned companies in the Top 100 accounted for some six
per cent of the nation’s total revenue in 1999/2000.  They also contribute some 20
per cent of Australia’s merchandise exports – over half the total merchandise
exports of the Top 100.

• Foreign direct investment (FDI) in the Top 100 accounted for close to 40 per cent
of the total stock of FDI in June 2000.

• Foreign companies in the Top 100 are particularly prominent in the automotive and
petroleum refining industries.

5
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5.1 Trends in foreign ownership
There have been long-held concerns by sections of the Australian community over the extent of
foreign ownership in Australia.  With globalisation, there have also been some concerns of late
that Australia is destined to become marginalised, with foreign multinational enterprises (MNEs)
becoming more and more dominant in Australia.  Concerns have been exacerbated by recent
suggestions to the effect that, over time, a number of larger Australia-based companies could
shift their headquarters overseas as their offshore activities become more and more important
(refer Chapter 8).

The stock of inward foreign direct investment (FDI)1 has more than doubled over the decade to
March 2001 to reach $205 billion (Chart 4).  The stock of FDI relative to GDP at the end of 2000
stood at 30.7 per cent, up from 24.9 per cent in 1990 and 15.6 per cent in 1985.

Majority foreign-owned companies also account for a significant share of the revenue of all
businesses in the economy – around 18 per cent in 1999 based on IBISWorld estimates (BRW
2000b).  The BRW point out that foreign-owned companies have been getting bigger, with
revenue growth significantly higher than that of the economy at large over the five years to 1999.

While some industries and sectors have more foreign ownership than others, almost all areas of
economic activity have experienced foreign participation.  With the privatisations of the past
decade, foreign ownership has extended to telecommunications, power and water utilities,
airports and even prisons.

1 Direct investments refer to those investments entailing significant influence in the issuing enterprise,
defined as holdings of 10 per cent or more of the voting share.
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At the same time, a number of well-known business icons and brands have moved to overseas
ownership.  Notably, these include a number of well-known Australian food companies and
brands, such as Arnotts Biscuits (now owned by the Campbell Soup Company of the USA);
Cottees Foods (owned by Cadbury Schweppes of the United Kingdom); Peters Icecream (owned
by Nestlé of Switzerland); and the Vegemite brand (owned by Philip Morris of the USA).

However, significant and growing levels of foreign involvement in domestic economies are a
worldwide phenomenon.  Nine other developed countries have higher or comparable stocks of
inward FDI relative to GDP, including the Netherlands, Sweden, Canada and the United Kingdom
(UNCTAD 2001).  All have experienced a broadly similar or more pronounced increase in foreign
involvement in their economies over the past 10-15 years.

Moreover, contrary to common perceptions, foreign investment has not grown more rapidly than
the Australian economy at large in recent years.  Inward FDI flows have accounted for just eight
per cent of gross fixed capital formation over the 11 years to 1999 (UNCTAD 2001).  The share
has not trended upwards.  Foreign companies also account for a more modest share of GDP
compared with their contribution to the nation’s revenue.  Majority-owned affiliates of US
companies operating in Australia (which accounted for 35 per cent of the total stock of inward
direct investment as at June 20002) contributed an estimated 4.6 per cent of Australia’s GDP and
employed around two-and-a-half per cent of the Australian workforce in 1998 according to the
US Department of Commerce (2000).

The percentage of equity (direct plus portfolio) issued across all sectors that is foreign-owned has
remained relatively steady over the past five years, and stood at 29 per cent in September 2000.
The foreign-owned shares of equity in the corporate trading enterprise and banking sectors have
been relatively steady, and in September 2000 stood at 34 per cent and 24 per cent respectively.
The foreign-owned share of equity in the non-bank deposit taking institutions sector and in the
balance of the financial sector has actually declined, with the 1998 sale by HIH Winterthur of its
majority holding in HIH Insurance and Colonial’s 1998 acquisition of Prudential Corp Australia
contributing to falls in the latter case.

Although a comparable time series is not available, data produced periodically in past ABS articles
on foreign ownership of equity3 suggest that the level of direct investment equity held by non-
residents as a proportion of total equity on issue has also varied little from one year to the next
in recent years.  For example, this proportion was 17 per cent as at June 1997.  It was 15 per cent
as at June 1999, and 16 per cent as at June 2000.

While mergers and acquisitions (M&A) transactions involving foreign buyers have stepped up
dramatically since the mid-1990s, they have not grown much more rapidly than total Australian
M&A activity over the past decade according to global management consultants, A.T. Kearney.4

They accounted for between one-third and one-half of the total, except for a period in the mid-
1990s when there was significant offshore interest in large-scale privatisations.5

It remains to be seen whether offshore buyers become more significant in the years ahead.  Some
analysts have suggested that the dollar’s depreciation has made Australian companies more
attractive as takeover targets.  However, the latest data reveal that the lower Australian dollar has

Chapter 5 

2 The next largest direct investors were the United Kingdom (26 per cent of total inward direct investment),
Japan (8.1 per cent) and The Netherlands (4.4 per cent) (ABS, ‘International Investment Position, Australia,
1999/2000: Supplementary Country Statistics’, Cat 5352.0).

3 Contained in various issues of ABS, ‘Balance of Payments and International Investment Position’, Cat
5302.0.

4 Australian Financial Review, ‘Relax, the Aliens are not Invading’, August 9, 2001
5 Annual transactions involving foreign buyers were valued at an average $14 billion over 1995-99 (up from

an average $2.7 billion over the previous five years), with privatisation transactions accounting for $4.5
billion of the $14 billion (UNCTAD 2000).
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not resulted in Australian acquisitions by foreign companies accounting for a higher share of M&A
activity.  A.T. Kearney also observe that local players have a greater knowledge of the local market-
place, and synergies with their existing businesses are likely to be greater.  At the same time,
however, large local companies face competition policy constraints in M&A activity in Australia.

Inward FDI is most concentrated in the manufacturing industry.  According to ABS data, it
accounted for close to one-third of the total stock of FDI as at June 2000.6 However, the level of
foreign ownership in the sector is no higher than in a number of other countries.  BLS data
provided by the ABS for the current study indicate that 28 per cent of manufacturing turnover
was generated in majority foreign-owned businesses in 1997/98.7 By comparison, amongst OECD
economies, foreign affiliates account for over 50 per cent of manufacturing production in
Hungary, Ireland and Canada, while the figure is around 30 per cent for the United Kingdom,
Czech Republic, Netherlands and France (OECD 1999).  In common with many other countries,
the level of foreign ownership in Australia  is very high in the automobile, petroleum and
pharmaceuticals industries.  Across the OECD, manufacturing employment growth over 1989-96
in foreign affiliates has generally been far stronger than that in national firms.

While several large food companies have been acquired by foreign MNEs in the past ten years,
the Australian Food and Grocery Council’s Executive Director, Mitch Hooke, has noted that both
production and exports of value-added products have increased over the period (BRW 2000b).

In addition, it might be noted that while inward direct investment has grown quite rapidly – at an
average eight per cent per annum over the decade to end 2000 – outward direct investment has
grown much faster as Australian companies have extended their activities offshore (see Chapter
6).  The stock of outward direct investment has grown at an average annual rate of over 14 per
cent per annum, to reach $159 billion in March 2001.

5.2 Foreign investment and the Australian economy
There is an extensive literature on the contribution foreign MNEs make, both directly and
indirectly, to host countries’ growth, employment and development.  They can provide access to
capital, technology and other knowledge transfer, as well as sales networks.  Their relationships
with suppliers, including small-to-medium sized enterprises, is one important route for the
transfer of knowledge and expertise and access by local firms to overseas markets.  In addition,
through the competition they provide, they can promote improved efficiency and competitiveness
of domestic firms.

Foreign manufacturing affiliates in OECD economies uniformly have higher labour productivity
and higher salaries than their national firm counterparts (OECD 1999).  The OECD (1996) also
found that they tend to be large firms employing advanced business methods in high-technology
industries and leaders within their industries.  They also tend to have greater investment and trade
intensity than purely domestic firms.  They tend to import more than average, particularly from
their parent firms, and export more than average.

6 The mining industry accounted for 14 per cent of the FDI stock, and the finance and insurance industry
13 per cent.

7 This calls into question BRW estimates that the top 500 majority foreign-owned companies accounted for
46 per cent of total manufacturing revenue in 1999 (BRW 2000b).  The BLS indicates a total turnover of
$52 billion for majority foreign-owned manufacturing businesses in 1997/98, as compared with $101
billion according to the BRW in 1999.  The discrepancy not accounted for by the different time periods to
which the two relate would appear to be due to the fact that the BRW has allocated companies to
industries according to their predominant activities, whereas the ABS in its statistics allocates individual
management units (‘businesses’) or establishments according to their predominant activities.  The BRW’s
estimate would be biased upwards to the extent that it includes companies’ non-manufacturing business
activities – for example, Shell Australia and BP Australia, which have significant upstream activities.
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The tendency in recent years has in fact been for countries to vigorously compete for ‘quality’
investments.  Many of the countries which have succeeded in attracting the largest inflows
relative to their size (as measured by GDP, employment and exports) are strong economies
(UNCTAD 2001).  Investments that serve to build linkages between foreign affiliates and domestic
firms, especially those in knowledge-intensive activities, can generate output and employment
benefits for domestic firms, including through increased sales, diffusion of knowledge and skills.

While only limited studies are available on the operations of MNEs in Australia, the evidence is
that inward direct investment has contributed significantly to Australia’s economic growth and
development, job creation and living standards.8

A study of the characteristics of companies with differing levels of foreign ownership, ranging
from zero to 100 per cent, was undertaken by Bora (1998).  It was based on the 1995 Business
Longitudinal Survey (BLS).  His findings demonstrated the significant role played by foreign
companies in the development and establishment of a competitive Australian industry.  Compared
with their domestic counterparts, foreign firms were found to have more highly skilled
workforces, to be more capital intensive, and to be more outward-oriented.  They are also more
likely to use international benchmarking than domestically owned firms, helping to raise the
competitiveness of industry in Australia.

A Department of Foreign Affairs and Trade study (1999), drawing on the BLS, found that over half
a million people throughout metropolitan and regional Australia work in businesses with majority
foreign ownership.  Additionally, one in five jobs in manufacturing are in businesses with majority
foreign ownership.  More than one in four jobs in the mining industry are also in enterprises with
substantial foreign ownership (levels of 10 per cent or more).  Other findings were that businesses
with majority foreign ownership are more likely to pay higher salaries, have more links to other
businesses, and make greater use of business improvement programs.

BLS results for 1997/98 indicate the significance of majority foreign-owned exporting businesses
in our overall export effort.  While they represented just 15 per cent of all exporting businesses,
they accounted for over 40 per cent of the total value of merchandise exports excluding those
undertaken by agricultural businesses.

Foreign affiliates may also be able to use their networks to help secure exports by Australian-
owned companies.  For example, Murray Goulburn provides dairy products not just to Nestlé
Australia but also to other Nestlé affiliates in South East Asia.

MNEs tend not to place export restrictions on their Australian affiliates (related to the transfer of
technology, the allocation of geographic responsibilities or other business considerations) to the
extent that may have once been the case.  The Industry Commission (1992) (now the Productivity
Commission) concluded that while hard evidence on the extent of such restrictions was hard to
come by, in an increasingly competitive global marketplace MNEs had become less inclined to
place restrictions on the capacity of their affiliates to compete.  Moreover, with improved
international competitiveness, Australian affiliates had become more reliant on technology
developed in-house, and hence less subject to the sorts of restrictions that commonly accompany
purchased technology.  With the increasing focus more recently by MNEs on competitiveness and
the pursuit of integrated global strategies, restrictions on exports – while still evident in some
cases – are likely to be of even lesser significance today.

While foreign companies remit significant dividends and branch profits overseas, around half of
the total income earned from direct investments in Australia is typically reinvested here.  In 2000,
$5.6 billion was re-invested.9

Chapter  5

8 The ABS does not produce data (including sales data) on the operations of the affiliates of foreign MNEs
in Australia akin to data available for some other countries, such as the United States.

9 ABS, ‘Balance of Payments and International Investment Position’, Cat 5302.0
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Foreign affiliates contribute in a major way to Australia’s manufacturing R&D effort.  In 1995,
foreign affiliates in Australia contributed 37 per cent of total manufacturing sector R&D (OECD
1999).  By comparison, majority foreign-owned companies accounted for only 20 per cent of
manufacturing turnover in 1997/98 according to the BLS.  The reason for this would appear to be
due to their significant involvement in high technology sectors.  A recent survey of 30 large
foreign-owned companies revealed, however, that their R&D activity tended to be focused on
product modification for the Australian market, rather than global product and process
development (Australian Business Foundation 2002).  

At the micro level, Invest Australia’s website has a number of testimonials from companies they
have assisted in establishing operations in Australia which underline the contribution of particular
foreign investments to the Australian economy and to trade.  These include a number of
companies within the top 500 majority foreign-owned companies, ranked on turnover (BRW
2000b) – Hewlett Packard Australia, Ericsson Australia, Vodaphone Pacific, Glaxo-Wellcome
Australia, Robert Bosch Australia, NEC Australia and Bristol-Myers Squibb Australia.  Hewlett
Packard Australia is one company that does have a global product/process development role (Box
10).

BOX 10: Hewlett-Packard Australia – a leader in research and
development
Hewlett-Packard set up operations in Australia in 1967 when it took over its Australian
distributor.  It has since turned its Australian operation into a $1.6 billion business with
1,300 people employed across Australia and New Zealand.

It has to date invested $70 million in small Australian technology companies and used its
base in Melbourne to generate $192 million in export revenue from the surrounding Asia
Pacific region in the year to October 2000.

Hewlett-Packard Australia has also been given the company’s global charter for building a
range of applications for Broadband technology.  The Broadband work build’s on the
company’s existing strengths in the area.  

Research into Broadband applications in 1995 lead to the development of a critical
component for the industry - a meter to measure the time spent Online called the Internet
Usage Manager.  This product is now being used by more than 30 telecommunications
corporations including Vodafone in Europe, AT&T in the US and NTT in Japan.

The success of the Internet Usage Manager prompted HP to hand over the global charter
for building a range of applications for Broadband technology to HP Australia.  It was also
the decisive factor in securing Australia as the site for the Consulting Centre of Expertise,
after HP examined alternative locations such as Singapore and Hong Kong.

Hewlett-Packard’s latest initiative, the Asia Pacific Consulting Centre of Expertise, focuses
on research into leading-edge intellectual property, which is then converted into products
and services for the international market.  

The Centre utilises Hewlett-Packard Australia’s pool of consulting expertise, tapping into
skills from local universities and upon the strong culture of innovation across many fields of
interest.  

Source: Invest Australia website - www.investaustralia.gov.au 
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5.3 Large foreign-owned companies
In 1999, there were an estimated 2,500 foreign affiliates of overseas investors located in Australia
(UNCTAD 2000).  However, inward FDI is dominated by a relatively small number of investors and
large companies account for the bulk of foreign company activity.

ABS data indicate that the 100 largest overseas investors accounted for some two-thirds of the
total stock of FDI in Australia in June 2000.  The top ten accounted for 31 per cent – up from 23
per cent in 1996/97 – while the top 25 accounted for 43 per cent.

The 500 largest majority foreign-owned companies had a combined revenue of $263 billion in
1999, representing an estimated 90 per cent of the revenue of all foreign-controlled companies
operating in Australia (BRW 2000b).  In total, there were 322 majority foreign-owned companies
on the BRW1000, although they represented a lesser 23 per cent of the list’s total revenue and
12 per cent of profits (BRW 2000a).

BLS data confirm that large foreign businesses (those employing 200 or more people) contribute
significantly to economic activity and employment.10 Of the 2,000 or so in-scope large businesses
in Australia, around one-quarter are majority foreign-owned.11 These large majority foreign-
owned businesses accounted for close to one-quarter of the total employment of 1.5 million, and
over one-quarter of the turnover, of all in-scope large businesses in 1997/98 (Table 10).  In
manufacturing, they accounted for over one-third of both the employment and turnover of all
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Table 10: Importance of large foreign-owned businesses in the
Australian economy, 1997/981

Employment size
200+ Total

Industry Level of Employment Turnover Employment Turnover
foreign no. ($ billion) no. ($ billion)
ownership (‘000) (‘000)

Manufacturing Up to 10% 215 58.8 713 128.8
11-49% 9* 1.1 14.4 3.0*
50-100% 128 33.3 193 51.8
Total 352 93.2 921 184

All industries Up to 10% 1,069 223.6 4,549 720.1
11-49% 74 16.0 98.9 28.1
50-100% 348 89.3 535 181.7
Total 1,490 329.0 5,183 930

Source: Data provided by ABS, from Business Longitudinal Survey (BLS)
1 Excluded from the scope of the BLS were non-employing businesses; government enterprises; and the

agriculture, communication services, education, and health and community services industries.

* Data subject to sampling variability of between 25% and 50%.

10 Non-employing businesses, government businesses, as well as the agriculture, communication services,
education, and health and community services industries were excluded from the scope of the survey.

11 According to the BLS, only 6 per cent of majority foreign-owned companies in 1997/98 were ‘large’ (200
or more employees).  Almost 70 per cent were small businesses (1-19 employees) – reflecting the fact that
many foreign-owned businesses are representative offices.
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large businesses.  Large majority foreign-owned companies also accounted for around
two-thirds of the employment and half the turnover of all majority foreign-owned
businesses.12 In manufacturing, large majority foreign-owned companies accounted
for some two-thirds of both the employment and turnover of all majority foreign-
owned manufacturing businesses.

With regard to exports, BLS data for 1997/98 indicate that over half of all large majority foreign-
owned businesses are involved in exporting.  Large majority foreign-owned businesses are
estimated to have contributed around 30 per cent of total goods exports of all large businesses.13

(Majority foreign-owned businesses contributed even more significantly to non-agricultural
exports by small-to-medium businesses.)

5.4 Majority foreign-owned companies in the Top 100
The 31 majority foreign-owned direct investment enterprises in the Top 100 had a combined
revenue of $114 billion in 1999/2000, representing around 37 per cent of the revenue of all
foreign-controlled companies and around 22 per cent of the revenue of the Top 100.  However,
these 31 companies only accounted for some six per cent of the revenue of all businesses in the
economy.  They also accounted for only seven per cent of the total assets of the Top 100.14

Furthermore, only three of the 26 Top 100 companies that also had a top 100 asset and
employment ranking were majority foreign-owned – Rio Tinto, Cable & Wireless Optus, and
Pioneer International (now Hanson Australia).15

The majority foreign-owned companies in the Top 100 are particularly prominent in certain
industries however.16 The four car makers – Toyota Motor Corporation, Holden, Ford Australia
and Mitsubishi Motors Australia – are all Top 100 companies.  The petroleum refining industry is
also dominated by large MNEs.  Shell Australia, BP Australia and Mobil Oil Australia are all in the
Top 100 (as is Caltex Australia, which is 50 per cent owned by Caltex Corporation of the USA).
Just outside the Top 100 is Esso Australia Resources, which is now owned by Exxon Mobil,
following their merger in late 1999.

Top 100 companies also account for a major share of the revenues of foreign-owned institutions
in the finance and insurance sector, and are a significant force in the domestic insurance industry.
Majority foreign-owned insurance companies in the Top 100 are Mercantile Mutual Life (now
known as ING), AXA Asia Pacific Holdings, Allianz Australia, Zurich Financial Services Australia,
CGU Insurance Australia and Royal & Sun Alliance Australia.

The list of MNEs in the Top 100 does not reflect the pervasiveness of some international brand
names operating through franchises – such as McDonalds.  Similarly, the rankings of the oil MNEs
also belie their ubiquitousness.

Notwithstanding the BRW’s observation that foreign-owned companies are getting bigger, there
has been no distinct upward trend in the importance of majority foreign-owned companies in the
Top 100, in either number or revenue terms, over the four years to 1999/2000 (Chart 2).  While
there have been a number of foreign acquisitions over the four years (nine in fact), there has also
been significant movement of companies in and out of the top 100 as well as three reverse
acquisitions (Colonial’s acquisition of Prudential Corp Australia, ICI’s sale of its majority interest in
ICI Australia, and Winterthur Swiss Insurance Company’s sale of its majority holding in HIH
Wintertur) (Table 11).

12 Essentially all foreign companies would be in-scope of the BLS.  A significantly lesser share of turnover
reflects the importance of small representative offices in undertaking business activity.

13 This estimate is subject to sampling variability of between 25 and 50 per cent.
14 The contribution of Top 100 foreign companies would be greater were News Limited included as foreign

(see Annex 1).
15 Leighton Holdings has since become majority foreign-owned.
16 While not within the Top 100, large MNEs are also prominent in the pharmaceuticals industry.



Table 11: Tracking of majority foreign-owned companies in the
top 100

November 2000 List November November October
1999 List 1998 List 1997 List

Rio Tinto (UK) ✔ ✔ ✔

Mitsui & Co Australia (Japan) ✔ ✔ ✔

Metcash (South Africa) ✔ ✔ ✖ 2

(Davids)1 (Davids)
Shell Australia (Netherlands) ✔ ✔ ✔

Mercantile Mutual Life3 (Neth.) ✔ ✔ ✔

(Mercantile Mutual)
Toyota Motor Corp (Japan) ✔ ✔ ✔

AXA/National Mutual4 (France) ✔ ✔ ✔

(National Mutual (Nat Mutual Life, (Nat Mutual Life, 
Life) & Nat Mut. Hldgs ) & Nat Mut Hldgs)

Franklins (HK) ✔ ✔ ✔

Cable & Wireless Optus (UK) ✔ 5 ✖ ✖

Holden (USA) ✔ ✔ ✔

Pioneer International6 (UK) ✖ ✖ ✖

BP Australia (UK) ✔ ✔ ✔

Ansett Holdings (NZ) ✖ 7 ✖ ✖

Mobil Oil Australia (USA) ✔ ✔ ✔

IBM Australia (USA) ✔ ✔ ✔

BAT Australasia (UK) ✔ 8 ✖ ✖

(Rothmans Holdings (Rothmans Holdings
on list but on list but

not majority not majority
foreign-owned) foreign-owned)

Ford Australia (USA) ✔ ✔ ✔

Alcoa World Alumina Aust (USA) ✔ ✔ ✔

Allianz Australia9 (Germany) ✖ ✖ ✖

Zurich Fin. Services Aust (Switz.) ✔ ✖ ✔

Philip Morris (Australia) (USA) ✔ ✖ ✖

Mitsubishi Motors Aust (Japan) ✔ ✔ ✔

Nestlé Australia (Switz.) ✔ ✔ ✔

CGU Insurance10 (UK) ✖ ✖ ✖

ConAgra Australia (USA) ✔ ✔ ✔

Marubeni Australia (Japan) ✔ ✔ ✔

Itochu Australia (Japan) ✔ ✔ ✔

Royal & Sun Alliance Aust (UK) ✔ ✖ 11 ✖

Invensys Australia12 (UK) ✔ ✖ ✖

P&O Australia (UK) ✔ ✔ ✖

George Weston Foods (UK) ✖ ✖ ✖

Other Companies not
on November 2000 List
Owens-Illinois13 (USA) ✖ ✖

Sumitomo Aust (Japan) ✔ ✔

TNT14 (Netherlands) ✖ ✔

Golden West Refining ✖ ✖

(Switz)
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November 2000 List November November October
1999 List 1998 List 1997 List

Other Companies not on
November 1999 List

BTR Nylex15 (UK) ✔

Mitsubishi Aust (Japan) ✔

Nissho Iwai (Japan) ✔

Prudential Corp Aust16

(UK) ✔

Esso Aust Resources
(USA) ✔

Other Companies
not on November

1998 List
ICI Aust17 (UK)

CitiPower (USA)
HIH Winterthur18

(Switz)

Source: Analysis based on BRW annual BRW1000 lists
✔ majority foreign-owned ✖ not majority-foreign-owned moved up into the Top 100 in succeeding year

dropped out of the Top 100 in succeeding year
1 Name change to Metcash in September 2000
2 Not majority foreign-owned at the time - taken over by South African wholesaler Metro Cash & Carry in December 1997
3 Name change to ING in March 2001
4 Financial details of National Mutual Life and AXA National Mutual consolidated.  Name change to AXA Asia Pacific Holdings,

March 2000.  AXA became majority shareholder in 1995 
5 Became majority foreign-owned when Cable & Wireless increased its stake from 49 per cent to 52.8 per cent in

October/November 1998
6 Name change to Hanson Australia, following Hanson Plc takeover in April 2000
7 Not majority foreign-owned at the time – Air New Zealand acquired remaining 50% of shares in Ansett in June 2000
8 Name change to BAT Australasia pursuant to September 1999 merger between Rothmans and BAT (trading in Australia as WD &

HO Wills)
9 Became a wholly-owned subsidiary of the Allianz Group in December 1998 – formerly known as MMI (MMI was not in the 1997

and 1998 Top 100 lists)
10 CGU Insurance Group was formed in June 1998 through the global merger of Commercial Union plc with NZI’s parent company,

General Accident plc
11 Apparently omitted from BRW 1000 list
12 Formerly BTR Australia, but disposed of former BTR Nylex businesses
13 Purchased BTR’s packaging businesses in April 1998
14 Became foreign-owned in December 1996, when KPN, the Dutch post office and telecommunications group, made a successful

takeover bid
15 See notes 12 and 13 above
16 Acquired by (Australian-owned) Colonial Ltd August 1998
17 ICI plc sold its majority interest in ICI Australia in July 1997 through a global share offer; ICI Australia renamed Orica in February

1998.  Orica is majority Australian-owned.
18 Winterthur Swiss Insurance Company sold its majority holding in 1998 through a July 1998 global share offer – company then

renamed as HIH Insurance

FDI in majority foreign-owned companies in the top 100, as per Table 11, have accounted for a
significant share – 17-19 per cent, increasing to 24 per cent in June 2000 – of the stock of total
FDI in Australia (Table 12).17 FDI in the top 100 as a whole has been significantly greater, and was

17 The inclusion of Rio Tinto, omitted from the list of foreign companies provided to the ABS for the
purposes of the calculation, would add perhaps a further 3-4 percentage points.  
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close to 40 per cent of the stock of total FDI in June 2000.  While the ABS does not provide any
information on the treatment of individual companies in its statistics, the reason for this difference
is possibly due to a very small number of companies not classified as majority foreign-owned, but
in which foreign investment is nevertheless a substantial dollar amount.  Most notable in this
respect probably would be News Corporation (around 30 per cent owned by Murdoch interests).
Caltex Australia (50 per cent owned by the Caltex Corporation) would also presumably be a
(much smaller) contributor to this difference.

In June 2000, British FDI in Top 100 companies (nine companies – refer Table 11) accounted for
45 per cent of total FDI in the Top 100.  By comparison, US FDI in Top 100 companies (seven
companies) represented 37 per cent of total FDI in the Top 100.  British FDI in the Top 100
accounted for fully two-thirds of the total stock of British FDI in Australia in June 2000, while the
corresponding figure for the United States is 42 per cent.  Clearly, British FDI is much more
concentrated in fewer investments than is US FDI.

M&A initiated by British companies contributed significantly to the increase in total FDI in the Top
100 over 1999/2000, and the United Kingdom’s share of total FDI will have further increased over
2000/01.  British-initiated M&A over 1999/2000 included: Hanson Plc’s $4 billion takeover of
Pioneer International (April 2000); and Rio Tinto’s June 2000 acquisition of the remaining 28 per
cent of Comalco it did not already own (for around $1.5 billion); (Foreign Investment Review
Board 2000).  More recently, Rio Tinto has acquired North Ltd (August 2000) and Ashton Mining
(December 2000).18 The British share will fall in this financial year, however, as a result of the
acquisition by Singapore Telecommunications Limited (Singtel) of Cable & Wireless Optus.
Singtel’s investment in Australia represents a significant investment ($17 billion).

18 According to Thomson Financial data, British companies were involved in three of the biggest M&A deals
in Australia in 2000, with a combined value of $16.8 billion.

Table 12: Stock of foreign direct investment in top 100
companies, 1997 to 2000
(percentages represent for respective countries/categories the share of inward direct investment
in top 100 companies in inward direct investment in all companies)

June 1997 June 1998 June 1999 June 2000
$ $ $ $

billion % billion % billion % billion %

United Kingdom 21,858 56 18,852 50 26,695 61 35,471 67
United States 17,329 39 22,220 39 23,735 39 29,217 42
Asia 2,916 14 4,133 20 4,551 21 3,531 16
Other countries 5,239 11 5,988 13 4,693 9 10,438 19
Total all countries 47,342 31 51,194 32 59,674 34 78,657 39

Of which:

Majority 28,627 19 27,507 17 34,541 19 47,432 24
foreign-owned*

Source: ABS data (consistent with that published in ABS ‘Balance of Payments and International Investment
Position, Australia’, March quarter 2001 issue, Cat 5302.0)
* Excludes Rio Tinto, which was omitted from list of foreign companies provided to the ABS



The three Japanese trading companies in the Top 100 – Mitsui & Co Australia, Marubeni Australia
and Itochu Australia – are prominent in our international merchandise trade (Table 8).  Mitsui &
Co Australia, with exports of $6.6 billion in 2000, was ranked the number two exporter.
Marubeni Australia, with exports of $1.8 billion, was ranked number ten, while Itochu Australia,
with exports of $1.5 billion, was the eleventh largest merchandise exporter in the Top 100.  The
three companies act as agent for a substantial percentage of their exports, although a significant
share of these same exports is directly attributable to them on account of their equity stakes in
the businesses concerned.  Allowing for this, over $22 billion – or some 20 per cent – of Australia’s
merchandise exports is estimated to be directly attributable to the 31 majority foreign-owned
companies included in the Top 100, with Rio Tinto accounting for some 30 per cent of these
exports.  Majority foreign-owned companies thus account for over half the total merchandise
exports of the Top 100.  Alcoa World Alumina Australia and foreign-owned companies in the
automotive and petroleum sectors are the other dominant companies in the export profile.  Nestlé
Australia is also a significant exporter.

Some one-half of the two dozen or so Top 100 companies broadly categorised as manufacturing
companies which are engaged in exporting are majority foreign-owned.  Improved
competitiveness of the Australian economy has fostered a more outward orientation on the part
of foreign-owned manufacturing companies, with their exports now significantly greater than a
decade ago.  As outlined in the previous chapter however, companies in some manufacturing
sectors where scale economies are important face significant challenges in staying competitive.

Majority foreign-owned companies in the Top 100 are less prominent in our services trade,
however.  In 1999/2000, they are estimated to have accounted for only some seven per cent of
both our exports and imports of non-travel services (Table 9).  They are insignificant players in
transportation, which account for almost half our total non-travel services exports and over half
of our non-travel services imports.

63 The Big End of Town and Australia’s Trading Interests
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Large companies and direct
investment abroad

• Large companies dominate direct investment abroad and have been increasingly
turning to offshore activity to grow their businesses.  Many offshore investors are
involved in predominantly non-traded industries.

• The most important driver of offshore investment is access to markets.
Nevertheless, multinationals are today in a better position to pursue integrated
global strategies and have a wider choice in the siting of different functions.

• Companies tend to derive spin-off benefits from their offshore investments –
notably R&D capabilities, new products and production technologies, and new
management practices.

• Studies generally support the contention that offshore investment has positive
effects on the domestic economy.

• The 26 Top 100 companies that also have a top 100 asset and employment
ranking accounted for 84 per cent of the stock of Australian foreign direct
investment abroad as at June 2000.  They also contributed 87 per cent of the
revenue derived offshore by the Top 100 in 1999/2000.

• News Corporation, National Australia Bank, Rio Tinto, AMP and BHP topped the
list in terms of offshore revenues and profits in 1999/2000.

• Australian transnational companies do not feature particularly prominently on the
global stage.  News Corporation and Rio Tinto ranked amongst the world’s 100
largest transnationals in 1999, although neither of these is a truly indigenous
company.  The BHP Billiton merger will put this company amongst the top ranked
companies.

• A number of Top 100 majority foreign-owned companies have sizeable offshore
assets and/or substantive regional mandates.

6
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6.1 Drivers of offshore investment
Many Australian companies, mostly larger ones, have in recent years looked to extending their
presence beyond Australia.  While large companies are not the only ones engaged in foreign
direct investment (FDI) abroad, they account for the bulk of offshore investment.  There are a
relatively small number of parent corporations based in Australia – an estimated 610 in 1999
according to UNCTAD (2001).  ABS data indicate that the 25 largest outward investors accounted
for an estimated 90 per cent of the total stock of Australian FDI abroad in June 2000.  The top
five accounted for 73 per cent, up from 54 per cent in 1996/97.

Over half of the 150 firms engaged in FDI abroad in the manufacturing, service and mining sectors
surveyed by the Industry Commission were large firms with employment in Australia exceeding
1000 persons. The surveyed firms would appear to have accounted for the bulk of Australia’s
offshore direct investment (Industry Commission 1996b).

In a similar vein, the former Bureau of Industry Economics (1995) surveyed 45 Australia-based
multinationals, from amongst Australia’s leading listed companies – 35 in the manufacturing
sector and ten in the services sector.  Data for the manufacturing companies suggested they
accounted for the majority of the stock of Australian FDI abroad by the manufacturing sector at
the time.  At the same time, the manufacturing companies surveyed by the BIE accounted for only
15 per cent of total manufacturing sector turnover in 1992/93, indicating a number of large
manufacturers are not engaged in offshore investment.

Swedenborg (1979) also found a close correlation between company size and the probability of
a company being a foreign investor, based on a comparison of Swedish and US companies.  In
setting up offshore operations, Swedish companies tended to be somewhat smaller than US
companies, suggesting that size relative to the size of the home market is more important than a
company’s absolute size.

Consistent with Swedenborg’s findings, Yetton, Davis & Swan (1992) observed that the top 20
Australian firms, measured by market capitalisation that might be broadly categorised as
manufacturers uniformly had significant assets outside Australia.  Below the top 20, the
significance of offshore assets dropped away sharply.

That the most significant offshore investors tend to be our larger companies should come as no
surprise.  Large companies already hold strong positions domestically within their particular
business lines. Competition policy constraints limit the scope for some of our largest companies
to further increase their domestic market shares through mergers and acquisitions.  With limited
domestic growth potential, opportunities to grow their companies and derive attractive returns
for their shareholders stem in significant measure from offshore expansion.  Expansion abroad is
for some considered to be the only way to gain the necessary critical mass to survive in an
increasingly competitive international market place.  It contrasts with the 1980s growth strategies
of some of our largest companies, which involved diversification into new business areas with few
synergistic benefits.

BIE (1995) statistical analysis indicates that manufacturing firms more inclined to locate
production offshore are those that have relatively large domestic market shares, those with
relatively low rates of return in Australia, and those with relatively high R&D intensities.  Thus,
while large firms with large domestic market shares may need to look to growth through
expanding offshore, size alone is not a determinant of offshore production.

The National Australia Bank, for example, took the decision some 12 years ago to diversify its
operations geographically.  In addition to the limited size of the Australian market (and the
constraint on major bank mergers in Australia), global expansion has, according to Rayner (2000),
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enabled it to deal with issues like currency weakness, and differing business and economic cycles.1

Such considerations have also no doubt influenced other companies to expand offshore.

The 35 manufacturing companies in the BIE survey only exported eight per cent of their Australian
production – as compared with 15 per cent across all manufacturing businesses with 200 or more
employees.  This is consistent with many of our largest offshore investors choosing to service
overseas markets through establishing production facilities in those markets in preference to
exporting from Australia.  It is also in line with an analysis of 20 Australian-based manufacturing
companies with 1988/89 sales of $1 billion or more undertaken by Pappas Carter Evans & Koop
(1990) which revealed their distinctive combination of low exports and significant overseas
production and sales.  Yetton, Davis & Swan (1992) deduced that these firms were typically
internationally competitive but had expanded through offshore production rather than exporting
in significant measure because they were involved in predominantly non-traded, and largely
unprotected, product areas.

It remains the case today that a number of our largest offshore investors in the manufacturing
sector operate in what might be broadly termed the non-traded goods sector – including, in the
Top 100, CSR, Amcor, Coca-Cola Amatil, Foster’s, and Boral.  A number of other Top 100
companies are also involved in predominantly non-traded services industries (eg retailing, finance,
insurance, construction, and energy distribution).  Such companies can by their nature only
internationalise at a significant scale through setting up operations offshore.  Companies in the
services sector – notably finance and insurance – and the mining sector have been more
prominent in offshore investment.  Traditionally, firms in these areas have tended to be more
internationally competitive than those in protected manufacturing industries (Bureau of Industry
Economics 1993).  Our retailers and energy distribution companies on the other hand have not
chosen this route to any significant extent.

The 1995 BIE survey found that the most important drivers for both manufacturing and services
companies investing offshore were market-based.  Offshore investments were seen as providing
access to markets with greater growth potential than Australia.  The most important purpose of
FDI abroad was thus to manufacture or assemble for the local market or to provide services to the
local market.  Cost-based factors, notably access to lower input costs/more reliable supplies, rated
a distant second motive according to the BIE survey.  Similarly, the most frequently cited motive
for investment in an earlier BIE (1984) survey was to take advantage of market growth.  The use
of Australian know-how and expertise was the second most important motive.

The BIE’s findings for Australia have been corroborated by most other studies, including an
Industry Commission (1996b) survey of some 150 firms engaged in offshore direct investment in
the manufacturing, service and mining sectors.  While of secondary influence, host country- and
Australian government- influences were however found to be not unimportant. Notable amongst
host country influences identified were trade barriers, which can detract from servicing a market
through exports, as well as incentives offered to attract foreign investment.  Australian
competition policy, labour market policies, taxation arrangements and tariff policies were each
cited by about 14 per cent of respondents as having influenced their decisions to invest abroad.
Understandably, location decisions by mining companies were found to be dependent on access
to natural resources, and were also found more subject to government-related influences in view
of the long-lived and capital intensive nature of many mining investments.

More recently, access to markets has in many cases assumed a lesser significance as a driver of
offshore investment.  As pointed out by UNCTAD (2001), the significance of national markets is
becoming less important as low trade barriers become more and more the norm, as regional

1 Address by National Australia Bank Chairman, Mr Mark Rayner, to AGM, 14 December 2000
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integration increases, and as information and communication technologies reduce the barriers of
distance.  Multinationals are more able to pursue integrated global strategies and have a much
wider choice in the siting of different functions.

Overall, 83 per cent of the 150 or so firms engaged in offshore direct investment covered by the
Industry Commission survey had invested in operations similar to their core domestic operations.
The BIE (1995) found that the key ‘firm specific asset’ enabling Australian manufacturing
companies to venture offshore was their superior management and staff, followed by own
technology.  Superior management and staff was also the key firm specific asset for the service
sector companies surveyed.  One particular skill set which many large Australian companies have
been able to bring to their multi-domestic offshore operations with a competitive edge stems
from their experience in establishing and managing multiple production units in geographically
distant locations within Australia (Craig & Yetton 1992).

While significant numbers of companies are now involved in offshore activities, it would appear
that there are still many large companies with firm specific assets, which have not turned to
offshore activities to grow their businesses, whether by means of strategic acquisitions,
‘greenfield’ investments or alliances.  For many such companies, the best growth opportunities
are considered to lie in the Australian market and/or export activity.  For example, Woolworths has
purposely chosen to concentrate on the domestic market and met with success.2 For its part,
Goodman Fielder has recently decided to refocus its operations on Australasia (Box 11).  An
increasing number of Australian companies, including large companies, are involved in the
production of low-volume, high-value technology-based products and are readily able to service
overseas markets through exports without a need for a direct presence in those markets.

2 See for example The Australian, ‘Putting a Speed Limit on Growth’, May 26, 2001

BOX 11: Goodman Fielder – refocused business operations 
Goodman Fielder is Australasia's largest food manufacturer, producing many of Australia and
New Zealand's most popular and well-known brands as well as products for the food service,
commercial and industrial sectors.

Goodman Fielder has substantial operations in New Zealand.  It is New Zealand’s largest
bread manufacturer and largest flour miller.  It also has manufacturing operations in Papua
New Guinea, Fiji, New Caledonia, the Solomon Islands, China and Taiwan.  It has been able
to leverage its presence on the ground in these countries to export a range of products to
these countries.

The group has substantially re-focused its business operations over the past couple of years.
The recent sale of its global network of world class specialty food ingredient businesses –
Germantown, Starch Australasia and Leiner Davis – formed part of its strategy of selling non-
core businesses and focusing on its core retail branded businesses (milling, baking, edible oils
and snacks) in Australasia.  It has also integrated its three major businesses in New Zealand
and merged its Australian Meadow Lea and Uncle Tobys businesses.  

Goodman Fielder has around a 50 per cent share of the milling and baking markets in
Australia and New Zealand.  However, competition policy concerns do not impose a
constraint on its operations as it can expand laterally into product areas which still involve
core competencies.

Over the longer term, Goodman Fielder will grow its Asian and Pacific businesses.  It
recognises however that it is not big enough to take on the multinationals in Asia in branded
retail products.  It also will be careful to avoid developing operations in too many countries.



The Big End of Town and Australia’s Trading Interests 68

Some companies which have gone global have not succeeded all that well, while other companies
have recently undertaken a rationalisation of their offshore investments to better position them
to compete.  For example, the National Australia Bank has moved to sharpen its strategic focus,
and looks to countries and businesses where it can achieve scale, technology and/or product
advantages.  It sold Michigan National because to gain the scale required for retail banking in the
USA would have required major investment.3 Mayne Nickless (now Mayne) sold its UK and Irish
logistics businesses because they would have lacked the operational scale to compete in a fast
consolidating European industry.4

6.2 Impact of offshore investment on the Australian economy
There has been considerable debate in the past as to whether decisions by companies to invest
offshore detract from domestic production, employment, investment and exports.  At the firm
level, the effects will depend on the nature of, and underlying motives for, the investment.  The
Industry Commission’s survey results suggest an improvement in each of these domestic activity
indicators is a likely outcome.  Although no change in domestic activity was the most widespread
assessment amongst respondents, the percentage of respondents assessing an increase in
domestic activity exceeded in each case the percentage assessing a decrease.  In the case of
domestic export activity, the likelihood of an increase was more clear-cut.

The Industry Commission’s survey also revealed that almost three-quarters of respondents found
that offshore operations had increased the overall profitability of their operations.

In terms of enhancing their future competitive position, the Industry Commission’s survey revealed
that just over half of all respondents found some type of technological or related benefit to their
operations in Australia.  Similarly, the Bureau of Industry Economics survey found that more than
three-quarters of respondents gained some form of spin-off benefit from their offshore
investments.  Benefits predominantly included R&D capabilities, new products and production
technologies, and new management practices.

There are many examples amongst the Top 100 of companies transferring best practices and
products from one operation to their other operations around the world.  To take just two
examples, the National Australia Bank Group has successfully launched the Bank of New Zealand’s
innovative mortgage product in another of the Group’s subsidiaries – the Yorkshire Bank.5 CSR
has gained cost competitiveness domestically through learning from the high performance culture
of its Rinker construction and building materials subsidiary in the USA.  Commenting on the
recent strength in Australian investment in overseas business assets, the Treasurer has observed
that tomorrow’s icons may well come from such business interests as much as from Australian-
based companies (Costello 2001).

At the economy-wide level, assessment by the Industry Commission (1996) of the findings of
theoretical models and more comprehensive overseas studies is that they generally support the
contention that offshore investment has positive effects on the economy.  The OECD’s
Employment/Unemployment Study also found that outward investment by OECD countries in
non-member economies has had only minor impacts on home country employment (OECD 1996).

It is worth noting that our companies investing offshore are today producing sizeable income
streams for Australian investors.  In 2000, $3.9 billion of direct investment income was remitted
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2 See for example The Australian, ‘Putting a Speed Limit on Growth’, May 26, 2001
3 Address by National Australia Bank Managing Director and CEO to Annual General Meeting, 14

December 2000
4 Sydney Morning Herald, 2 November 2000
5 National Australia Bank, Annual Review 2000
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to Australia in the form of dividends and distributed branch profits.6 The growing offshore
activities of Australian domiciled companies should also help to secure our future trading position.
Apart from obtaining access to overseas markets through a direct presence, expansion by
Australian companies through offshore investments will often benefit our exports, through intra-
company trade, alliances or other referencing.

6.3 Recent trends in offshore investment
Both inwards and outwards FDI have grown strongly in recent years.  This growth reflects
worldwide trends since the early 1980s, facilitated by liberalisation and deregulation as well as
other globalisation forces.  Notable amongst these has been the reduced costs involved in
operating businesses offshore as a result of improved information and communications
technologies.  Convergence in patterns of consumer demand across the globe has also been a
factor.7

The growth in FDI abroad has been more pronounced however than that in inwards FDI.  The
stock of FDI abroad has more than doubled over the five years to December 2000, from $71
billion to $148 billion.8 It now stands at more than three-quarters of the inward stock of FDI, up
from only half in 1995 (Chart 4).  The strong growth is in significant measure attributable to
revaluations and exchange rate effects, although FDI transactions have also been buoyant, more
so in 2001.

According to ABS data, close to two-thirds of the stock of direct investment abroad as at June
2000 was by companies classified to the manufacturing industry.  FDI abroad is concentrated in
the United States and the United Kingdom.  The US share of the total stock of FDI abroad doubled
in the space of just five years, to reach over half of total direct investment abroad by June 2000.9

The United Kingdom is by far the second largest destination for FDI, with nearly one-quarter of
total FDI stocks.10 The preponderance of Australian investments in the United States and the
United Kingdom reflect the familiar trading environments, with similar legal frameworks and a
common language.

6.4 Offshore investment by the Top 100
Aggregate ABS data for Australian FDI abroad signal that our large companies have been
increasingly turning to offshore activity to grow their businesses.  The BIE (1995) flagged this
prospect.  The 35 manufacturing firms included in their survey, which were thought to account
for the bulk of offshore investment, generated 25 per cent of their total production overseas in
1992/93 but this was expected to increase to 32 per cent over the succeeding six years.

6 ABS, ‘Balance of Payments and International Investment Position’, Cat 5302.0
7 It is difficult to discern cause and effect between this and the parallel convergence of national trade and

production structures as firms and industries move to globalise their operations.
8 Offshore investment financed from foreign borrowings by offshore subsidiaries is excluded from FDI

abroad data, as are investments by overseas subsidiaries in third countries, for example BHP Billiton
investments in South America via its Utah Group subsidiary.

9 Its share would have dropped since June 2000 following a sharp fall in share prices for certain listed
companies.

10 ABS, ‘International Investment Position, Australia, 1998/99: Supplementary Country Statistics’, Cat
5352.0
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The increasing orientation of large manufacturing companies towards offshore activities over the
past decade is apparent from Table 13, which contains details of the geographic location of assets
in 2000 for the seven Top 100 companies (including the BHP Group) for which 1990 data were
contained in Yetton, Davis & Swan (1992).  The offshore share of assets increased for all
companies other than Boral.

A very clear trend has been evident in the case of BHP.  BHP’s sales in Australia accounted for over
half of the Group’s total sales in 1984/85.  Its exports from Australia accounted for a little over
one-third of sales, while its sales from offshore operations came in at just 12 per cent.  By
1993/94, sales were divided roughly equally, with sales from offshore operations accounting for
33 per cent of total sales (Stewardson 1994).  By 1999/2000, revenues from offshore operations
had further increased to 38 per cent of total revenues.  With the merger with Billiton, the share
will increase further.  In fact, BHP Billiton has some 64 per cent of its assets offshore – as compared
with 41 per cent for BHP in June 2000.

Table 14 contains geographic segment information for 1999/2000 and 1994/95 for the sub-group
of 26 Top 100 companies that also have a top 100 asset and employment ranking.  In the case
of only six of the 26 companies were activities carried out entirely or predominantly in Australia.
Over the five years, the share of assets offshore increased in the case of 15 of the 20 companies.
The average share of assets held offshore (across all 26 companies, unweighted) was 35 per cent
in 1999/2000, up from 30 per cent in 1994/95.  The average share of revenue derived offshore
increased from 31 to 35 per cent over the period.  In weighted terms, the 26 companies derived
an estimated 35 per cent of their combined revenues offshore in 1999/2000.

News Corporation earned the most revenue from offshore activities – over $20 billion in the year
to June 2000, representing 90 per cent of its total revenues.  The National Australia Bank, AMP,
Rio Tinto and BHP each had offshore revenues of $9 billion or more in 1999/2000.

There have been major changes over the past decade in the companies comprising our leading
offshore investors, in part due to insolvencies and foreign takeovers.  Of the top 15 international
investors measured in terms of 1999/2000 offshore revenues, seven did not rate in the top 15 in
a 1989 listing contained in Bryan & Rafferty (1999).
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Table 13: Selected manufacturing companies: geographic
segments, 2000 and 1990

2000 1990

Company Australia Other Australian Australia Other Australian
($b) ($b) share (%) ($b) ($b) share (%)

BHP Group 17.36 11.99 59 13.84 7.79 64
CSR 3.96 2.79 59 4.15 2.15 66
Pacific Dunlop 1.62 1.83 47 1.81 1.37 57
Boral 2.81 0.83 76 3.06 1.68 65
Amcor 2.67 2.28 54 2.99 0.97 76
Pioneer 1.37 2.22 38 3.05 1.61 65
Coca-Cola Amatil 3.37 4.57 42 1.15 0.42 73

Source: 1990 data sourced from Yetton, Davis & Swan (1992); 2000 data sourced from company accounts
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Table 14: Top 100 companies in top 100 asset and employment rankings: geographic segments,
2000 and 1995  
(ranked by revenue – majority foreign-owned companies in bold)

1999/2000 1994/95

Company Total Offshore Offshore Offshore Significant Segments outside Australia Total Offshore Offshore Offshore
(balance date in assets assets revenue profits (% of assets/attributable assets in assets assets revenue profits 
parentheses) ($b) (%) (%) (%) parentheses) ($b) (%) (%) (%)

Coles Myer (7/00) 8.14 .. .. .. 6.52 .. .. ..
National Australia Bank (9/00) 343.7 46 48 49 UK (20), USA (13), New Zealand (7) 147.1 42 45 31
BHP (6/00)1 29.34 41 38 46 Sth America (14), Nth America (9), UK (8) 30.29 36 34 27
News Corporation (6/00)2 65.59 89 90 93 USA (74), UK (15) 30.19 81 87 90
AMP (12/00)3 177.1 614 35 60 UK (59) 76.67 44 41 48
Woolworths (6/00) 4.82 .. .. .. 2.92 .. .. ..
Telstra (6/00)5 30.34 8 6 .. Asia 24.08 .. .. ..
Rio Tinto (12/00)6 35.00 60 61 50 Nth America (47), Indonesia (6), Africa (5), 21.20 61 61 71 

Sth America (5)
Lend Lease (6/00)7 10.94 57 48 25 Nth America (33), Europe (20) 3.5 11 12 3
ANZ Banking Group (9/00) 172.5 26 43 na New Zealand (12), UK/Europe (5), 112.6 40 40 42

Asia Pacific (5)
Westpac (9/00) 167.6 20 21 27 New Zealand (15) 105.8 27 25 20
Commonwealth Bank (6/00) 217.7 14 16 7 New Zealand (8) 99.60 15 14 6
Qantas (6/00)8 12.00 na 41 na 8.93 na 47 na
CSR (3/00) 6.88 41 44 41 Nth America (38) 7.17 34 28 22
Amcor (6/00)6 4.96 46 46 37 Nth & Latin America (23), Europe (15), 7.07 33 36 15

Asia (8)
Pacific Dunlop (6/00)9 5.09 53 48 58 USA (32), Asia & New Zealand (15), 6.74 39 35 43

Europe (6)
Brambles (6/00)6 4.70 69 64 66 Europe (45), Americas/rest of world (24) 3.24 60 43 43
QBE Insurance (6/00) 9.53 76 71 55 Europe (61), Americas (9), Asia/Pacific (7) 3.40 51 47 55
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1999/2000 1994/95

Company Total Offshore Offshore Offshore Significant Segments outside Australia Total Offshore Offshore Offshore
(balance date in assets assets revenue profits (% of assets/attributable assets in assets assets revenue profits 
parentheses) ($b) (%) (%) (%) parentheses) ($b) (%) (%) (%)

Cable & Wireless Optus (3/00) 8.43 .. .. .. 4.17 (96) .. .. ..
Boral (6/00)10 3.87 24 23 22 USA (20) 5.05 23 23 13
Pioneer International (6/99)11 3.74 62 72 61 USA (26), Europe (20), Asia (15) 4.25 40 46 52
Coca-Cola Amatil (12/00)9 8.79 59 62 46 Philippines (29), Korea (15), Oceania (7), 3.22 48 47 36

Indonesia (6)
Foster’s Brewing Group (6/00)12 5.10 21 12 9 Europe (13), Americas (5) 6.14 55 61 0
MIM Holdings (6/00) 6.84 44 37 40 Sth America (37), Europe (8) 4.35 28 29 0
St George Bank (9/00) 49.61 .. .. .. 17.58 .. .. ..
Publishing & Broadcasting (6/00) 6.65 .. .. .. 2.84 .. .. ..

Source: company accounts
.. Activities carried out entirely or predominantly in Australia
1 With the merger with Billiton, 64% of the combined group’s assets are offshore
2 Share data relate to non-Australasia
3 2000 share data relate to non-Australasia
4 NPI (UK) acquired 1 January 2000, reflected in increase in total assets from $131.2 b in 1999 to $177.1b in 2000 and fall in Australian share of assets from 52% to 39%
5 Telstra has since entered a strategic alliance with Hong Kong-based Pacific Century CyberWorks, but with recent write-downs, the percentage of 2000/01

assets/revenues derived offshore is of similar magnitude. 
6 Share data (but not 1995 data for Brambles) relate to non-Australia/New Zealand
7 2000 share data relate to non-Australia/Pacific
8 Qantas passenger, freight and services revenue from inbound and outbound services between Australia and overseas is allocated proportionately to the area where

the sale was made.  All but two of Qantas’ fleet are registered and domiciled in Australia.
9 Earlier share and asset data relate to 1994
10 Pro forma data for 2000, presenting the results of Boral’s building and construction materials businesses as if these entities had been controlled by Boral for the entire

year.  (They were acquired pursuant to the preparations for the 1 January 2000 de-merger of Boral, involving the spin-off of the energy businesses into Origin Energy.
For these reasons, data not strictly comparable with 1995 data, which include the energy businesses.)

11 Share data reflect the worldwide investments made by Pioneer International.  With Hanson Plc’s takeover of Pioneer International in April 2000, Hanson Australia has
become the Australian affiliate of Hanson Plc, and Pioneer International’s offshore operations have been subsumed within Hanson Plc’s affiliate structure

12 Share data relate to non-Australia/Pacific



BOX 12: QBE Insurance – a global expansion strategy
QBE made the first in a long line of acquisitions in 1981.  Over the past decade it has built up an
extensive worldwide business, concentrated in Europe and Australia.  Major acquisitions have
included the Iron Trades Insurance Company (1999) of the United Kingdom, now a business
focused on employers’ liability, and Limit (2000), also of the United Kingdom, whose principal
activity is insurance and re-insurance underwriting in the Lloyd's insurance market.  The Limit
acquisition has made QBE the largest underwriter in the Lloyd's market.

Over the ten years to 2000, QBE has expanded from operations in 17 countries with gross written
premium of $740 million to operations in 40 countries with gross written premium of $4.4 billion.
Over the two years to December 2000, total assets have more than doubled to $14.3 billion,
having doubled already over the preceding four years.  

It has helped finance its expansion through the issue of preference shares and subordinated debt.
It has also benefited from 20 years of almost unbroken profit and dividend growth.   Despite its
heavy exposure to claims arising from the September 11 New York World Trade Centre disaster,
it has gone on the front foot and in recent weeks made a successful rights issue to restore the
company’s capital base.

Its growth through acquisitions strategy has delivered major synergies and cost savings.  It has
made many of its acquisitions at opportunistic times, including during the Asian financial crisis.  

One of the main contributors to its success is its strong business culture, focused on the creation
of additional wealth for shareholders.  Its culture is based on disciplined policies and risk
management practices, supported by the QBE Manager Program, directed at instilling a focus on
bottom line outcomes.
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News Corporation, Rio Tinto, National Australia Bank, and BHP were the only ones to derive over
$1 billion in pre-tax profits offshore in 1999/2000.11 News Corporation also held the top position
for profits earned from offshore investments in 1994 as well as in 1989.12 Lend Lease stands out
for having increased the share of its revenue derived offshore over the five years from 12 to 48
per cent.  QBE Insurance has also undertaken a number of offshore acquisitions in recent years
(Box 12).

The sub-group of 26 Top 100 companies that also have a top 100 asset and employment ranking
had combined pre-tax profits derived offshore in 1999/2000 in the order of $12 billion, a
significant share of which would have been remitted to Australian shareholders.13 The 26
companies’ combined offshore profits represented close to half of their total profits, significantly
greater than the 35 per cent share of their combined revenues derived offshore.  At the same
time, their rates of return on assets were typically highest in Australia as compared with in
offshore geographic segments, notably in Asia.14 Profits from North American operations
accounted for close to 40 per cent of the sub-group’s combined offshore pre-tax profits, while
European operations accounted for over one-quarter.

11 AMP may also have been in this category – it had $658 million in offshore after-tax profits in 2000.
12 BRW, ‘Where our Top 50 Multinationals are Investing’, July 17, 1995
13 In fact, according to ABS data (‘Balance of Payments and International Investment Position, Australia’, Cat

5302.0), total (after-tax) income on equity from direct investment abroad in 1999/2000 was $8 billion, of
which $3.5 billion was dividends and distributed branch profits.  The sub-group of 26 companies would
have accounted for the bulk of these totals.

14 This contrasts with the experience of the top 1000 companies in 1991, when Asian subsidiaries were
found to be more profitable than subsidiaries in the USA and United Kingdom (Business Council of
Australia 1992).

BOX 12: QBE Insurance – a global expansion strategy
QBE made the first in a long line of acquisitions in 1981.  Over the past decade it has built
up an extensive worldwide business, concentrated in Europe and Australia.  Major
acquisitions have included the Iron Trades Insurance Company (1999) of the United
Kingdom, now a business focused on employers’ liability, and Limit (2000), also of the
United Kingdom, whose principal activity is insurance and re-insurance underwriting in the
Lloyd's insurance market.  The Limit acquisition has made QBE the largest underwriter in
the Lloyd's market.

Over the ten years to 2000, QBE has expanded from operations in 17 countries with gross
written premium of $740 million to operations in 40 countries with gross written premium
of $4.4 billion.  Over the two years to December 2000, total assets have more than doubled
to $14.3 billion, having doubled already over the preceding four years.  

It has helped finance its expansion through the issue of preference shares and subordinated
debt.  It has also benefited from 20 years of almost unbroken profit and dividend growth.
Despite its heavy exposure to claims arising from the September 11 New York World Trade
Centre disaster, it has gone on the front foot and made a successful rights issue to restore
the company’s capital base.

Its growth through acquisitions strategy has delivered major synergies and cost savings.  It
has made many of its acquisitions at opportunistic times, including during the Asian
financial crisis.  

One of the main contributors to its success is its strong business culture, focused on the
creation of additional wealth for shareholders.  Its culture is based on disciplined policies
and risk management practices, supported by the QBE Manager Program, directed at
instilling a focus on bottom line outcomes.
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Geographic segment data for the remaining Top 100 companies is given in Table 15.  The revenue
derived offshore by the sub-group of 26 Top 100 companies that also have a top 100 asset and
employment ranking accounted for the vast bulk (87 per cent) of the estimated $110-120 billion
in revenue derived offshore by all the Top 100 in 1999/2000.  Moreover, the revenues derived
offshore by just five companies – News Corporation, National Australia Bank, AMP, Rio Tinto and
BHP – accounted for around one-half of the total offshore revenues of the Top 100.  Only 13
companies outside the sub-group of Top 100 companies that also have a top 100 asset and
employment ranking had significant operating segments outside Australia.

The sub-group also totally dominates the offshore assets of the Top 100 as a group.  In turn, in
June 2000 the sub-group accounted for 84 per cent of the total stock of Australian FDI abroad
by all companies (Table 16).15 It is noteworthy that the share of total Australian FDI abroad
accounted for by the sub-group steadily increased over the four years to June 2000.

The Top 100 as a whole derived an estimated 22 per cent of their combined revenues offshore in
1999/2000 (refer Annex 2 and Table A3).  Around 20 companies derived 40 per cent or more of
their profits offshore.  This is consistent with recent JBWere analysis of the top 58 industrial
companies, which found that 20 companies generated 40 per cent or more of their income
overseas.16

Australian transnational companies do not feature particularly prominently on the global stage.
Only two companies ranked amongst the world’s 100 largest transnationals based on the 1999
value of their foreign assets (UNCTAD 2001).  These are News Corporation (ranked 31) and Rio
Tinto (87), neither of which is a truly indigenous company.  Both have slipped in the rankings as
a result of some of the large international mergers of 1999.  BHP was number 89 on the previous
year’s rankings.  Its ranking will increase as a result of its merger with Billiton in 2001.

Local affiliates of multinationals are not major offshore investors in their own right.  A 1993 survey
undertaken by the Department of Foreign Affairs and Trade (1994) found they may often be
prevented from investing offshore.  The most commonly cited reason by the 54 respondents –
around one-quarter of which were foreign-owned – for not investing offshore was that they were
barred from investment by franchise arrangements or parent company policy.  Majority foreign-
owned companies in the Top 100 accounted for just $5.8 billion of the total stock of Australian
FDI abroad as at June 2000, or 3 per cent of FDI abroad by all companies.  Nevertheless, a number
of Top 100 majority foreign-owned companies have sizeable offshore assets and/or substantive
regional mandates.  Prominent amongst these are AXA Asia Pacific Holdings, Leighton Holdings,
BAT Australasia and P&O Australia.

National Mutual became part of the AXA global group in 1995, with National Mutual being
demutualised and becoming a publicly listed company, National Mutual Holdings (NMH), in 1996.
National Mutual’s activities in Australia and the Asia Pacific complemented AXA’s already
substantial international presence.  AXA saw advantages in assigning its Australian arm, renamed
AXA Asia Pacific Holdings, with the responsibility for developing and implementing the group’s
life insurance strategy in the Asia Pacific region.  AXA is today one of the most widely represented
financial services companies in the Asia-Pacific region, operating in eight markets outside
Australia – New Zealand, Singapore, Indonesia, The Philippines, Thailand, Hong Kong, Macau and
Shanghai.  Its flagship Asian business, AXA China Region, is one of the leading life insurance
companies in Hong Kong and Macau.

15 In contrast to total assets held offshore, FDI data relate only to the equity interests held by Australian
companies in their offshore affiliates.  They exclude third party debt holdings.

16 BRW, ‘Tax: The Branch-Office Economy Fights Back’, April 6, 2001
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Table 15: Other Top 100 companies: geographic segments, 2000*
(ranked by revenue – majority foreign-owned companies in bold)

Company Total Offshore Offshore Offshore Significant Segments
(balance date in parentheses) assets assets revenue profits outside Australia

($b) (%) (%) (%)

Mitsui & Co Australia (12/99) 0.74 .. .. ..
Metcash (4/00) 1.35 .. .. ..
Futuris Corporation (6/00) 1.83 .. .. ..
Shell Australia (12/99) 5.97 .. .. ..
ING Life/Merc. Mutual Life (12/00) 15.22 .. .. ..
Toyota Motor Corporation (12/99) 1.72 .. .. ..
AXA Asia Pacific Holdings1 (9/00) 26.83 30 22 72 Hong Kong
Orica (9/00) 3.58 33 33 27 Americas
NRMA Insurance Group (6/00) 12.13 .. .. ..
Franklins (1/00) 1.16 .. .. ..
Holden (12/99) 1.83 .. .. ..
Foodland (7/00) 1.37 76 64 60 New Zealand
BP Australia (12/99) 3.58 .. .. ..
MLC (6/99) 19.69 na na na
Leighton Holdings2 (6/00) 1.73 28 22 37 Asia
Origin Energy (6/00) 2.23 .. .. ..
Suncorp Metway (6/00) 26.22 .. .. ..
Wesfarmers (6/00) 3.17 .. .. ..
Ansett Holdings1 (6/00) 3.53 .. .. ..
Mobil Oil Australia (12/99) 2.82 .. .. ..
OneSteel (6/00) 2.63 .. .. ..
Goodman Fielder (6/00) 2.85 32 32 41 New Zealand
Caltex Australia (12/00) 3.17 .. .. ..
Mayne Nickless (6/00) 2.38 22 32 31 Europe
IBM Australia (12/99) 1.91 .. .. ..
BAT Australasia (12/00) 1.38 27 22 65 New Zealand
Ford Australia (12/99) 1.30 .. .. ..
AGL (6/00) 5.35 38 19 20 New Zealand
Howard Smith (6/00) 1.83 13 4 14 United Kingdom
Alcoa World Alumina Aust (12/00) 3.79 .. .. ..
Southcorp (6/00) 3.42 21 28 12 North America
Allianz Australia (12/99) 4.58 .. .. ..
Zurich Financial Serv. Aust (12/99) 6.90 .. .. ..
Flight Centre (6/00) 0.31 21 26 22
FH Faulding3 (6/00) 1.46 24 12 18 USA
Philip Morris (Australia) (12/99) 0.56 .. .. ..
Smorgon Steel Group (6/00) 2.87 4 8 2
Mitsubishi Motors Australia (12/99) 1.04 .. .. ..
WMC (12/00) 10.37 12 .. 6
Nestlé Australia (12/99) 1.47 .. .. ..
Macquarie Bank (03/01) 27.85 .. .. ..
Pasminco (06/00) 3.89 17 34 100 USA
CGU Insurance (12/99) 3.58 .. .. ..
ConAgra Australia na .. .. ..
Marubeni Australia (12/99) 0.25 .. .. ..
PaperlinX (6/00) 1.98 4 11 4
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Company Total Offshore Offshore Offshore Significant Segments
(balance date in parentheses) assets assets revenue profits outside Australia

($b) (%) (%) (%)

Queensland Sugar Limited (6/00) 0.71 .. .. ..
Itochu (3/00) 0.20 .. .. ..
Royal & Sun Alliance Aust (12/00) 3.37 .. .. ..
Visy Industries (6/00) 2.00 na 33 na New Zealand, USA
Invensys (3/00) 4.64 .. .. ..
James Hardie (3/01) 1.93 89 82 87 USA
Transfield (6/00) na .. .. ..
Energex (6/00) 3.24 .. .. ..
P&O Australia4 (12/00) 2.47 58 39 73
Tabcorp Holdings (6/00) 2.57 .. .. ..
David Jones (7/00) 0.84 .. .. ..
George Weston Foods1 (7/00) 0.87 .. .. ..

Source: asset data sourced from BRW, ‘The BRW1000’, November 17, 2000; segment data obtained largely from
company accounts
.. Activities carried out entirely or predominantly in Australia/Australasia
1 Share data relate to non-Australasia
2 Share data relate to non-Australia/Pacific
3 Share data exclude some offshore activity – balance relates to ‘Australia and other’
4 Share data relate to non-Australia/Papua New Guinea

Table 16: Stock of direct investment abroad by top 100
companies, 1997 to 2000
(percentages represent for respective countries/categories the share of direct investment
abroad by top 100 companies in direct investment abroad by all companies)

June 1997 June 1998 June 1999 June 2000

$ $ $ $ 
billion % billion % billion % billion %

United States 20,601 84 41,276 87 49,743 91 83,082 93
United Kingdom 26,868 92 35,962 91 32,976 93 37,551 93
Asia 7,252 66 9,685 79 7,635 78 10,169 82
Other countries 21,705 90 21,903 83 23,422 91 27,320 86
Total all countries 76,426 86 108,826 87 113,776 90 158,122 91

Of which:
Majority foreign- 5,391 6 5,474 4 5,588 4 5,820 3
owned*
Top 100 companies 65,334 73 95,907 76 101,006 80 146,169 84
with top 100 asset 
and employment 
rankings

Source: ABS data (consistent with that published in ‘Balance of Payments and International Investment
Position, Australia’, March quarter 2001 issue, Cat 5302.0)
* Excludes Rio Tinto, which was omitted from list of foreign companies provided to the ABS
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Hochtief increased its stake in Leighton Holdings to just over 50 per cent in February 2001, but
has largely left Leighton Holdings to continue managing its Australian and Asian business interests
(Box 13).

BAT Australasia has operations in New Zealand, Papua New Guinea, Fiji, the Solomon Islands and
Samoa.  Through its subsidiaries, the company exports tobacco products to other locations in the
Pacific Islands.

P&O Australia acts as the regional headquarters for Australia/New Zealand and South East Asia
for P&O Ports.  P&O Ports is the world's most internationally diverse port services provider.  It is
involved in the development and operation of terminals as well as the provision of management
services in many regions of the world.  P&O Cold Logistics is headquartered in Sydney, and covers
not only its Australian and New Zealand business but also its significant presence in the USA and
South America. P&O Maritime Services is the leading regional provider of specialist ship services
and associated logistics.

The more recent acquisition of Pioneer International contrasts with the National Mutual
acquisition and the newly derived majority foreign-owned status of Leighton Holdings.  The
acquisition substantially strengthened Hanson’s existing positions in the United States, Europe and

BOX 13: Leighton Holdings – pluses from a relationship with
Hochtief
Leighton Holdings is the parent company of Australia’s largest project development and
contracting group.  The group has operations in Australia, Asia and, more recently, South
America.  This geographic spread is a key part of the group’s strategy to diversify its earnings
base and insulate itself from downturns in any one location.

The group operates through a number of companies, including Thiess, Leighton
Contractors, Leighton Asia and John Holland.  Each maintains its individual identity in the
marketplace.  The catalyst for introducing a decentralised and highly accountable
management structure was the 1983 acquisition of Thiess Contractors.  The acquisition
introduced Hochtief, a major German contractor, as the group’s largest shareholder and also
fundamentally changed the structure of the organisation. 

Hochtief has been a substantial shareholder in Leighton since 1983, progressively increasing
its shareholding to between 45-50 per cent in the 1990s.  Last year it increased its stake to
just over 50 per cent of the company but since then, nothing has changed in the way
Leighton operates. Leighton essentially has a free hand in the running and extending of its
Australian and Asian operations.

The relationship with Hochtief provides the group with access to advanced construction
technology.  Leighton has also benefited from the tie-up through being able to use
Hochtief’s business connections to develop new business in Asia.

Currently around 30 per cent of group revenues and over 30 per cent of assets derive from
Asia. Leighton has a large regional office in Hong Kong, established now for over 25 years.
It also has ongoing businesses in Indonesia (mainly based around coal mining), Malaysia,
Thailand and The Philippines.  It takes a long view of business in Asia and is judicious in
taking on projects, not getting involved where there are any doubts about an ability to be
paid.

Its activities in Asia have given rise to substantial business openings for Australian
consultancies and suppliers.
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South East Asia.  However, the outcome of the acquisition is that Hanson Australia has become
the Australian affiliate of Hanson Plc, while Pioneer International’s offshore operations have been
subsumed within Hanson Plc’s affiliate structure.

In the reverse mode, Orica is a former affiliate of a multinational company that has become an
Australian multinational, with significant and growing offshore interests (Box 14).

BOX 14: Orica – from an affiliate of an overseas multi-
national to an Australian multinational
Orica has a long history in Australia.  In July 1997, after more than 70 years under the ICI
Australia banner, it became an independent Australasian company after its parent company,
Imperial Chemical Industries Plc, divested its 62.4 per cent shareholding in the company.  Its
name was changed to Orica in February 1998.  In the period since 1998, it has purchased
most of ICI’s explosives business around the world.  

Today, Orica employs around 9,000 staff across approximately 30 countries and has
worldwide revenues of some $4 billion annually.  It is a manufacturer and supplier of
industrial and specialty chemicals, agricultural chemicals and fertilizers, commercial
explosives and mining chemicals, paints and other consumer products sold under well-
known brands such as Dulux, Selleys and Cabot's. 

Orica is the largest chemical company in the region and the world's leading supplier of
commercial explosives.  

It completed the purchase of the commercial explosives operations of Dynamit Nobel in
Germany in March 2001, giving it a strong base for expansion in Europe as well as a
sophisticated detonator manufacturing operation for Orica's new i-Kon electronic
detonators.  It completed the purchase of the ammonium nitrate manufacturing assets of
LaRoche Industries in the USA in November 2000, significantly improving the supply of this
key raw material to Orica's North American explosives business.  It has plans to increase its
presence in South America, through joint ventures with local partners.
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Policy issues

• In an increasingly globalised economy, policies in a wide range of domains, notably
trade, foreign investment, industry, taxation and competition, are becoming more
complex to devise and increasingly interlinked.

• Our large companies need to be given due consideration in the framing of trade
policy, and policy more broadly.

• Australia continues actively to seek to lower trade and investment barriers,
bilaterally, regionally (through APEC) and globally (through the WTO).

• Australia’s foreign investment policy stance is welcoming.

• There has been criticism of the administration of competition policy by sections of
the big business constituency.  The Government has foreshadowed an independent
review of both the competition provisions of the Trade Practices Act as well as their
administration.

• The taxation treatment of income earned by Australian offshore subsidiaries has
also been a vexed issue recently.  The Government has taken a number of
important steps to address concerns and has flagged a number of important
international tax issues will be subject to further review.

• The most important thing the Government can do to help business take advantage
of more open markets is to provide the right macroeconomic settings and ensure a
competitive business environment.

7
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7.1 Policy complexities and interdependence
In an increasingly globalised economy, policies in a wide range of domains, notably trade, foreign
investment, industry, taxation and competition, are becoming more complex to devise and
increasingly interlinked (OECD 1996).

Small- and medium-sized economies such as Australia can feel the effects of globalisation more
forcefully than larger countries.  With deregulated capital flows the norm, financial markets today
have a very strong influence on the world economy, placing constraints on the actions of
economic policy makers.  This is apparent in the daily exchange rate fluctuations that can result
from decisions by institutional investors, usually in far away places, as to where to place their
monies. The international capital markets transact close to 20 times the GDP of the world
economy in one year.1 Governments also have to pay much more attention than previously to the
international competitiveness of their economies in order to retain and attract increasingly mobile
capital, and hence shore up their tax bases and employment.

Intra-firm trade involving backward and forward linkages is becoming more and more important
in total global trade flows as multinationals take on an increasingly significant role in the world
economy.  Cross-border strategic alliances and partnerships have also become more prevalent.
These developments can make the origin of goods and services, the nationality of individual
companies, and the devising of appropriate policies more difficult to identify.  The growing role
of multinationals in national economies can, for example, make it more difficult for industry policy
to direct targeted support to ‘domestic’ companies.  It can likewise make anti-dumping actions
more problematic.  Transfer pricing practices aimed at evading taxes is another challenge for
governments.

Some companies are truly global in character with assets and revenues spread so widely, and
arguably ‘footloose’, that they cannot so readily be influenced by any one country.  In pursuing
integrated global strategies, their interests can sometimes differ from those of the countries in
which they operate, and yet they can exert considerable influence in view of their importance in
national economies.

Globalisation trends indicate a growing need for trade policy to take account of areas such as
competition policy, investment regulation and trade-related aspects of taxation.  These issues are
already finding their way onto the agendas of multilateral trade talks and are increasingly also
being raised in bilateral trade discussions.  The issues are developing quickly and it will be a
challenge to ensure they are appropriately incorporated into trade agreements.

The nexus between trade and foreign investment policy has been accepted for some time.  The
outcome of the Uruguay Round of multilateral trade negotiations included an agreement
proscribing a range of trade-related investment measures.  The WTO Subsidies Code also places
strict limitations on industry policy measures in regard to subsidies.  In recognition of the case for
a multilateral framework to secure more transparent, stable and predictable conditions for long-
term cross-border investment, particularly foreign direct investment, it was agreed at the recent
WTO Ministerial Conference in Doha that negotiations will take place after the next Ministerial
Conference, due in 2003.2

1 $US1.6 trillion a day according to BRW, ‘Left Behind: Australia Risks a Branch-Office Future’, July 14, 2000
2 "…on the basis of a decision to be taken, by explicit consensus, at that session on modalities of

negotiations"
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Competition policy is a relatively new area to attract trade policy attention.  Trade policy
liberalisation can be frustrated by restrictive practices in other areas of the domestic economy,
with failures in the enforcement of competition policy a notable example.  Concerns that arise
include capture of gains by a small number of private interests via anti-competitive practices.  In
the current climate the benefits to economic development of mutually supportive trade and
competition policies are becoming highly evident.  The scope for anti-competitive conduct arising
from cross-border mergers and acquisitions is also a growing concern.  Conversely, changes
arising from trade liberalisation have had an effect on competition policies and regulation
worldwide, including the regulation of mergers and acquisitions.  It is now widely acknowledged
that competition law and policy can complement the significant advances made by trade policy
in achieving more open markets.

Just as for investment, the case for a multilateral framework to enhance the contribution of
competition policy to international trade and development is now recognised, and it was agreed
at the Doha Ministerial that negotiations will take place after the next Ministerial Conference.3

7.2 Trade policy
The importance of our large companies, and particularly our very largest companies, has been
established in previous chapters.  They contribute greatly to Australia’s prosperity and play a vital
role in underpinning our trade and foreign investment interests.  Large foreign-owned companies
are also major direct and indirect generators of employment and economic activity in Australia
and contribute significantly to our trade effort.  Our large companies therefore need to be given
due consideration in the framing of trade policy – and policy more broadly.

Just as a protected domestic market imposes burdens on those firms, large and small, that do not
stand to directly benefit, open and contestable markets are essential for Australia’s large
companies to prosper.

Australia continues actively to seek to lower trade and investment barriers, bilaterally, regionally
(through APEC) and globally (through the WTO).

Our large companies clearly have an interest in securing improved market access for both goods
and services.  The Government has pressed actively for the commencement of a new round of
multilateral trade negotiations.  The decision at the recent WTO Ministerial Conference in Doha
to launch a new round aimed at reducing barriers to trade in agricultural goods, industrial
products and services was therefore welcome.  Estimates put the likely economic benefits to
Australia of a 50 per cent cut in global protection at in excess of $7 billion annually.  The
agreement at the Conference to the accession of China and Taiwan to the WTO will also lead to
major market openings for Australian companies.

Australia recognised the vital interests of our large companies in pushing for the inclusion of new
issues – services, trade related investment measures and intellectual property protection – in the
Uruguay Round of multilateral trade negotiations which concluded in 1994.

The WTO General Agreement on Trade in Services (GATS), negotiated in the Uruguay Round,
provides a platform for greater expansion offshore by some of our largest companies.  The GATS
recognises that commercial presence, including through foreign direct investment, is probably the
most important mode of cross-border supply of services.  While member countries can regulate
the supply of services as they see fit, a number of agreements have been negotiated which
provide a more open trading environment for services.  Notably, the global market for basic

3 See footnote 2 above.
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telecommunications is opening up as a result of the Basic Telecommunications Agreement
concluded between 69 WTO members in February 1997.  A similar number of members
committed to opening their financial services markets under the WTO Financial Services
Agreement concluded in December 1997.  At present, the scope of commitments is limited and
many barriers remain to services trade and direct investment.  Nevertheless, in recognition of the
efficiency benefits, the general international trend has been towards the deregulation and
liberalisation of the services sector.  The new round should serve further to accelerate this trend.

APEC is the key component of Australia’s regional trade policy and is an important element of
Australia’s wider trade endeavours.  APEC’s formal agenda is wide-ranging and covers trade and
investment liberalisation, business facilitation, economic and technical cooperation, and policy
consultation across a wide spectrum of economic and social fields.  APEC remains committed to
the Bogor goals (1994) of free and open trade and investment by 2010 for developed economies
and 2020 for developing economies.

Overall, the progress made by APEC members in trade liberalisation in recent years has been
impressive.  APEC's average tariff levels have declined by one-third over the last five years, from
12 per cent in 1995 to eight per cent in 2000 (Department of Foreign Affairs and Trade 2001a).
More than two-thirds of the goods imported by APEC economies now enter at tariff levels of five
per cent or less.  According to World Bank estimates, the number of people living in poverty in
East Asian APEC economies fell by about one-third (around 165 million people) over the decade
to 1995, mostly as a result of strong economic growth, underpinned by the move towards free
markets and trade (APEC Secretariat 2001).

The Australian Government is open to opportunities to conclude free trade agreements (FTAs)
where they would deliver substantial gains to Australia that could not be achieved in a similar
timeframe elsewhere.  FTA negotiations with Singapore are now well advanced.  A scoping study
to explore ways in which to maximise the benefits of an FTA with Thailand is also under way.  The
possibilities of an FTA with the United States are also being explored.  Work is also being
undertaken on major bilateral trade initiatives with Japan, China and Korea.

Australian business groups have indicated support for an FTA with the United States.  The Business
Council of Australia (BCA) – whose members represent companies that together employ more
than one million people nationwide – and senior executives from ten major corporations, were
amongst signatories to a letter to the US Secretary of State calling for an early launch of an FTA.

ASEAN and CER (Australia and New Zealand) Economic Ministers have also recently endorsed a
Framework to formalise a Closer Economic Partnership to promote economic integration among
Australia, New Zealand and the 10 member countries of ASEAN.  Ministers have agreed on an
initial work program in a broad range of areas, including customs, e-commerce and small and
medium enterprises.

The Government continues with its bilateral efforts to secure improved market access, support
new exporters into markets and build on existing market shares.4 Improved market access can be
by way of a reduction of tariffs or other impediments to Australian exports and better entry and
operating conditions for Australian companies in the services sector.  The Government has, for
example, actively lobbied for banking and insurance licences for Australian companies in countries
such as China which have been liberalising access to their markets.  It has also promoted bids by
Australian companies for major contracts in overseas countries.  

4 One of the Government’s principal mechanisms for coordinating Australia’s bilateral trade effort is the
Market Development Group (formerly known as the Market Development Task Force).
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An Office of Trade Negotiations within the Department of Foreign Affairs and Trade was
established in November 2001.  It has responsibility for all trade negotiations including the
recently launched round of WTO multilateral trade negotiations and bilateral trade initiatives such
as the current free trade agreement negotiations with Singapore.  It also incorporates three
specialist Market Access Facilitators covering the important sectors of automotives; textiles,
clothing and footwear; and processed food and beverages.

7.3 Foreign investment policy and promotion
In common with other OECD countries and many developing countries, Australia has adopted an
increasingly liberal stance towards foreign investment.

Australia’s foreign investment policy stance is welcoming.  In the majority of industry sectors,
smaller proposals are exempt from the need for Government approval.  Although foreign
investment business proposals above a certain threshold are required to be notified to the
Government, they are normally approved unless they raise issues considered contrary to the
national interest.  In 1999/2000, for example, no foreign investment proposals outside of the real
estate sector were rejected (Foreign Investment Review Board 2000).

While no sectors are closed to foreign investment, particular restrictions, including limits on equity
participation are maintained in a few sensitive sectors where foreign investment generates
community concerns.  The sensitive sectors are real estate, the media and international aviation
and airports.  Specific equity limits also apply to some individual enterprises, for example, Telstra
and Qantas.

In the case of Qantas, foreign ownership is limited to 49 per cent, with ownership by foreign
airlines in aggregate limited to 35 per cent, and ownership by an individual (including a foreign
airline) limited to 25 per cent.

In the case of Telstra, aggregate foreign ownership is restricted to 35 per cent of the 49.9 per cent
privatised equity and individual foreign investors are only allowed to acquire a holding of no more
than 5 per cent of that equity.

Foreign takeovers of the ‘big four’ banks were previously explicitly prohibited.  This prohibition has
since been lifted.  However, any proposals would need to be considered on a case-by-case basis.

Invest Australia is the Australian Government’s national investment agency.  It promotes Australia
as an investment location, facilitates major projects, and provides a wide range of services to
companies seeking to establish or invest in operations in Australia.  It also assists Australian
companies to secure alliances with multinational enterprises.5

Invest Australia’s Regional Headquarters (RHQ) program is designed to encourage international
firms to choose Australia as a location for their regional headquarters and regional operating
centres.  The program also provides continued support to assist companies considering expansion.
This is primarily achieved through the granting of a special RHQ Immigration Agreement.
Between July 1996 and June 2001, a total of 75 regional headquarters were approved through
the RHQ program, leading to a total estimated investment of some $1.8 billion and over 10,000
new jobs.

5 An August 2001 (commissioned) report to the Prime Minister prepared by Dr Ian Blackburne, former CEO
of Caltex Australia, has recommended that a national strategic framework for investment promotion and
attraction be developed.  Its recommendations include the incorporation of the inwards investment
promotion and attraction activities of other Commonwealth agencies into Invest Australia, and the states
and territories be partners in developing the investment promotion and attraction strategy.
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Where projects involve a capital expenditure of over $50 million and require Commonwealth
approvals, proponents can be assisted through Federal and State/Territory Government approval
processes under the Major Projects Facilitation (MPF) service, provided by Invest Australia.
Between 1 July 1996 and 30 June 2001, with Invest Australia's assistance, 52 projects have been
granted MPF status, with a potential capital expenditure of $54 billion leading to over 14,000 full-
time jobs. Nineteen of these projects (or stages of projects) have now successfully completed the
approval processes necessary for the projects to proceed to construction or are at various stages
of completion.  If all 19 are successfully developed as planned, they will generate some $16 billion
in investment and almost 3,800 direct full-time jobs.

In common with most other OECD countries, Australia is not disposed towards providing
companies with across-the-board investment incentives for projects in Australia.  Australia’s key
advantage as an investment location will continue to be the strength of our economic
fundamentals and skilled workforce and resource base, underpinned by reforms to the taxation
system, financial system and labour market, as well as political stability and low sovereign risk.

The Government acknowledges however that in some circumstances there may be a need for
specific incentives to secure ‘strategic investments’, that is those with significant net economic
and employment benefits that would otherwise have located offshore.  Investment incentives are
provided through the Strategic Investment Coordination (SIC) process.  They are open to both
foreign and domestic investors.  The Government is mindful of the regional impact of proposals
when considering them for investment incentives.  The granting of an incentive is not conditional
on prescribed levels of Australian industry involvement; however, the involvement of local industry
is encouraged.

Projects involving the Top 100 which have been financially assisted under the SIC over the past
couple of years are: a pulp and paper mill at Tumut in NSW (Visy Industries); an alumina refinery
near Gladstone in Queensland (Comalco); an Asia Pacific eBusiness Innovation Centre in Sydney
(IBM); and an engine plant in Melbourne (Holden).

Multinationals as well as locally-based companies undertaking large ‘greenfields’ investments can
also sometimes negotiate concessions with State, Territory and local governments.  These can, for
example, be in the form of tax concessions (eg on payroll tax and land rates), the provision of
infrastructure for industrial sites.

The Feasibility Study Fund (FSF) is a grant program managed by Invest Australia.  It is one of the
services offered by Invest Australia to attract prospective investors to establish or expand business
operations in Australia.  Invest Australia can provide financial assistance of up to $100,000 to
eligible companies, domestic or foreign, towards the conduct of feasibility or pre-feasibility studies
into new investment projects in Australia.

Since March 1996, the FSF has supported 26 studies providing a total $952,000 in
Commonwealth grants.  These grants have supported innovative investment proposals in areas as
diverse as research and development, renewable energy, gas to liquids, transport, minerals
processing, hazardous waste recycling, food processing and tourism.

Of the 26 studies, five have led to new project successes or project commitments generating some
$30 million in new investment and 120 jobs.  Nine studies have been completed and the
proponents are seeking investment to develop their projects.  These projects have the potential to
generate some $2.2 billion in new investment and some 1600 jobs.
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7.4 Trade practices law and mergers policy
The Australian Competition and Consumer Commission (ACCC) has the statutory role of, inter
alia, administering the competition and consumer protection provisions of the Trade Practices Act
1974 (the Act).  In regulating mergers, it needs to balance business interests with those of
consumers and the companies and industries that stand to be affected by mergers.

Legislative amendments to the Act made in 1993, introduced a new competition test within
Section 50 (which deals with mergers and acquisitions and is located in Part IV of the Act).  Under
Section 50, mergers are prohibited where they are judged to ‘substantially lessen competition in
a substantial market in Australia’.6 

The ACCC deals with most merger proposals via confidential discussions with merger parties,
market inquiries and informal clearance.  The ‘authorisation’ provisions of Part VII do however
allow the ACCC to exempt mergers from the application of Part IV, under the so-called ‘net public
benefits’ test.  Under the authorisation process, a merger may be permitted to proceed in spite of
competition concerns where there are assessed to be (widely defined) net public benefits,
principally in the form of increased efficiencies.

The ACCC’s Merger Guidelines (Australian Competition and Consumer Commission 1999) set
out, and provide a context to, the factors the ACCC regards as relevant to its consideration of
mergers, including issues relevant to authorisation and ‘enforceable undertakings’, a flexible
alternative to addressing any ACCC concerns over the likely impact on competition.7

Key elements which can be taken into account in assessing whether the likely result of a merger
would be a substantial lessening of competition are: the delineation of the relevant market; the
determination of market shares; the assessment of actual and potential competition from imports;
the evaluation of barriers to entry; plus any other market considerations, such as the extent of
countervailing power.  The ACCC examines proposals further if the combined market of the four
largest firms is greater than 75 per cent and the merged firm will supply at least 15 per cent of
the relevant market.  In any event, further consideration will be given if the merged firm will
supply 40 per cent or more.

There has been fairly persistent criticism of the administration of competition policy by sections of
the big business constituency.  Criticisms centre on the contention that in a globalising economy,
insufficient account is taken of the competitive challenge faced by business.  In order to grow to
a critical mass to be able effectively to establish operations offshore, to be able to achieve
economies of scale to compete successfully in global markets, and to be able to attract
international capital, critics have argued for a loosening of the merger rules.  Moreover, it is
claimed that international trade today represents a greater competitive threat to domestic players
than previously, in which case, it is maintained, competition tests applied in the assessment of
merger proposals should be less stringent than is currently the case.

Concerns have also been registered about the authorisation process.  Despite the in-principle
merits of the process, this avenue has in practice only infrequently been followed.  Reluctance
appears to stem principally from the fact that it is a public process, and adds to the time involved
in consideration of a proposal.  Both of these considerations can disadvantage an applicant
against its competitors, who may be potential bidders.  As a consequence, some companies may
be deterred from putting forward a merger proposal in the first place.

6 The previous test, which had applied since 1977, was less stringent.  It opposed mergers where they
‘created or enhanced a position of market dominance’.

7 The ACCC’s step-wise merger evaluation process is set out schematically on p.29 of the Merger
Guidelines.
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The ACCC has steadfastly defended its approach to the administration of the Act.8 The ACCC
maintains that merger law is making a strong positive contribution to the efficiency and
competitiveness of the Australian economy.  It maintains further that its approach to the analysis
of competition has kept pace with globalisation and other market changes.  The Commission
opposes fewer than five per cent of mergers each year, and many of these can be resolved
through undertakings.  In 2000, for example, the top ten takeover bids by dollar value attracted
little attention from the ACCC and there was ultimately no ACCC opposition to any of them.  In
the last decade, it has not opposed mergers where import competition or potential import
competition is significant.9

The ACCC Chairman, Professor Fels, has asserted that domestic rivalry is the critical factor in
export success (Fels 2001b).  Moreover, he considers big business as the major winner from more
competitive markets, noting that strong domestic competition has lowered their input costs and
enabled them to compete internationally (Fels 2001a).

As already mentioned above, in the many instances where firms face significant import
competition, mergers have not been opposed, even where they have resulted in a domestic
monopoly.  Fels has made the further point that the Act is simply not an obstacle to mergers in
those sectors of the Australian economy where the argument that firms need scale to compete
globally is most relevant, namely those exposed to international competition.

A number of mergers have been allowed on the basis of undertakings aimed at minimising any
adverse effect on the level of competition.  The approval of the Commonwealth Bank’s acquisition
of Colonial subject to certain undertakings is one example cited in this connection.  Restructuring
of proposals has also on occasion enabled the go-ahead of mergers.

Since 1993, the Act has also explicitly stated that significant increases in exports or import
replacement are public benefits from the perspective of authorisation of mergers over which there
would otherwise be concern.  The international competitiveness of Australian industry is also a
relevant consideration.

Nevertheless, the administration of competition policy remains a concern to sections of the
business community.  The BCA has recently restated its wish to see a review of the Act (Schubert
2001).  It has highlighted the view that the Act does not sufficiently recognise markets are
increasingly global and radically altered by technology and stated a concern that mergers that
would otherwise deliver net public benefits may be being prevented.  Kirby (2001) has also
pressed the need for competition policy reform, noting that the USA has in recent years adapted
its regulatory regime to take into account the forces of globalisation, while the British
Government is also seeking to do likewise.   Hanson Australia chief executive, Andrew Dougal,
has also called for the ACCC to adopt a less restrictive approach when it comes to manufacturing
joint ventures involving the sharing of production facilities but with participating companies
continuing to run separate sales forces to maintain competition.10

8 See for example Fels (2001a) and Fels (2001b)
9 The Industry Commission (1996a) proposed the replacement of the four firm 75 per cent threshold market

share test for coordinated market power with a three firm 75 per cent test, and the 15 per cent merged
firm threshold test for unilateral market power with a 20 per cent test.  However, in formulating its 1999
guidelines, the ACCC decided to retain its existing thresholds, finding instances of significant competition
issues arising in mergers which only just breached them (Merger Guidelines, p44).  

10 Sydney Morning Herald, 25 October 2001
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At the same time as sections of the large business community have indicated they want to see a
loosening of merger rules, other sectors, notably the small business community, would not want
to face increased industry concentration and market power.  For example, the National
Association of Retail Grocers of Australia has mounted a vigorous campaign to limit Woolworths’
and Coles’ market shares.

The Government has heeded continuing concerns, from both sides, and has recently announced
it will hold an independent review of both the competition provisions of the Trade Practices Act
as well as their administration.  The terms of reference will include whether the legislation and its
administration continue to encourage an environment where Australian businesses can grow and
compete internationally, while at the same time provide adequate protection for the balance of
power between small and large businesses.

Large-scale international mergers can generate competition issues in a number of countries.  In
many cases, they can serve to enhance competitiveness and improve economic efficiency.  The
ACCC takes an active interest in global mergers where Australian entities are affected.  Where the
ACCC has concerns over their impact on the level of competition in Australia, however,
modifications can usually be devised to enable the merger to proceed.

The recent rapid growth in cross-border mergers and acquisitions heightens the need for greater
levels of cooperation between competition authorities in different countries.  With commercial
consolidation also giving rise to more and more multinationals of global significance, this also
entails the need for vigilance for signs of anti-competitive conduct, and appropriate responses
where necessary.  Strategic alliances as a form of collaboration are harder to monitor than mergers
and acquisitions, placing a greater challenge for competition authorities.  The OECD is playing an
active part in seeking to ensure best practice competition laws and enforcement across the OECD
and beyond.

7.5 Taxation policy
Over the past two or three years, the taxation treatment of income earned by Australian offshore
subsidiaries has been a vexed issue.  Many large companies have maintained they are tax-
disadvantaged because of their substantial offshore operations.  Concerns have been held that
offshore investment may consequently be curtailed or else that decisions will be taken to
implement more tax-effective corporate structures.  Some companies have been reported to have
been giving serious consideration to moving their headquarters offshore on account of the tax
regime.11

The concerns are twofold.  First, there have been concerns over the high rates of dividend
withholding tax (DWT) on income earned abroad by Australian companies applied by overseas tax
jurisdictions, under our tax treaty arrangements.  Second, there is concern over the inherent bias
of our dividend imputation system against foreign-sourced income.

A lot of attention has been focused on the United States, given the very sizeable presence of
Australian companies there (representing around half of the total stock of Australian foreign direct
investment abroad) and the 15 per cent DWT that has applied there (under the bilateral tax treaty
signed in 1982).  The recent DWT breakthrough in negotiations with the United States (see below)
was therefore seen as a welcome development.  A 15 per cent DWT is viewed by Australian
corporates as a major impost, further magnified by the bias in the dividend imputation system

11 See the ‘branch office economy’ discussion in Chapter 8.
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against foreign-sourced income.12 The 15 per cent rate with the United States has contrasted
with a 5 per cent rate between many industrialised countries.  It was brought into even starker
relief with the signing in July of a UK-US double taxation convention under which a zero DWT will
apply for most direct investments – the first time the United States has agreed to a zero rate.

With regard to the second area of concern, under Australia’s taxation system, companies derive
imputation credits for their Australian income tax paid.  These credits can be applied to the
personal taxation liabilities of shareholders once dividends are distributed (referred to as ‘franked’
dividends), thus avoiding the double taxation of distributions.  However, credits are not provided
in respect of foreign tax paid on overseas income.  Australian shareholders will therefore be liable
to tax at full marginal rates to the extent that dividends are paid out of foreign-sourced income,
as all shareholders must receive the same proportion of franked and unfranked dividends.

The concern is naturally the most acute in the case of companies, usually large, which derive a
significant share of their earnings offshore.  They can face a higher cost of capital in Australia to
the extent that they feel a need to pay higher dividends to compensate for the higher taxes their
shareholders may consequently face.  The extent of the disadvantage will depend also on the size
of a company’s domestic shareholder base and the way in which offshore expansions are
financed.

The BCA has led the charge for a change in the taxation system to address the disadvantage.13

Clearly, where Australian companies already have major shares in domestic market segments, they
will increasingly look to offshore opportunities to grow their businesses and obtain the best
returns for their shareholders.  The BCA therefore regards further enhancements to Australia’s
international taxation arrangements to improve the competitiveness of Australian-based
companies and facilitate their involvement in the global economy as a leading priority (most
recently, see Schubert 2001).

An article in the BCA Papers (Anderson & Capito 2000) has proposed a limited form of ‘dividend
streaming’ under which dividends paid out of foreign-sourced income are streamed to non-
resident shareholders.  The proposal entails Australian shareholders being paid franked dividends
from Australian-sourced income, to the extent that such income allows, and non-resident
shareholders being paid unfranked dividends from foreign-sourced income14.  Such a ‘stapled-
stock’ approach would provide an effective incentive for Australian companies to pursue global
expansion.  They point out that the present taxation arrangements make it increasingly difficult
for companies to deliver both franked dividends to Australian shareholders and attractive growth
prospects to non-resident shareholders.

In broad terms, the (former) Industry Commission views Australia’s system for taxing foreign-
sourced income as encouraging domestic investors to allocate their capital so as to maximise
returns to the Australian community (Industry Commission, 1996).  It did however acknowledge
the in-principle case for permitting international dividend streaming of new overseas investments
financed by foreign equity, but noted the uncertainty surrounding the likely costs and benefits of
such a proposal.

12 James Hardie’s recent decision to shift its residency to the Netherlands stemmed from US, not Australian,
tax considerations.  With around 90 per cent of its profits deriving from its operations in the United States,
the Australian shareholder reportedly stood to receive as little as $2.63 after tax out of $10 of corporate
earnings distributed (Sydney Morning Herald, 25 July 2001).

13 The bias of the dividend imputation system against offshore investment has been a long-running issue for
the business community.  Concerns were debated at a Bureau of Industry Economics Dividend Imputation
Policy Forum in September 1993.  International ‘dividend streaming’ was identified as a key issue (refer
Bureau of Industry Economics 1996).

14 It would not allow unfettered streaming however.  The benefit conferred would depend on the
relationship between the sourcing of income – offshore versus domestic – and the shareholder base –
non-resident versus resident.
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The Government has been very conscious of these concerns.  In recent years, it has taken a
number of important steps to address concerns relating to the tax treatment of both outward and
inward foreign direct investment.

The Government’s current policy is to seek to negotiate lower rates of DWT.  Historically, reflecting
its traditional capital-importing role, Australia has reserved the right to impose DWT on dividends
generated in Australia at the rate of 15 per cent – in line with the maximum rate recommended
for host countries in the OECD Model Tax Convention.  In doing so, our tax treaty partners have
secured reciprocal rights in respect of dividends generated by Australian subsidiaries operating in
their territories.15 With Australia’s growing capital-exporting role, the Government now seeks
lower rates of DWT when negotiating new tax treaties – and has already met with some success
– and places a high priority on re-negotiating lower rates with existing tax treaty partners.

A key breakthrough was achieved in September 2001 in treaty renegotiations with the United
States.  Under the revised treaty, expected to take effect from the 2003/04 tax year, DWT on most
Australian direct investments (those where 80 per cent or more of the voting power is held) will
no longer apply, while that on other non-portfolio investments will reduce to five per cent.

The Government had already agreed to an imputation credit of up to 15 per cent on foreign DWT.
This initiative, due to take effect from 1 July 2002, derives from the Ralph Review of Business
Taxation (1999).  The Ralph Review recommended this approach in preference to the dividend
streaming advocated by the BCA, in large measure because of the cost to revenue that streaming
would entail, but also because it would benefit a wider range of entities, including those with
primarily Australian shareholders.  Anderson and Capito have sought to counter the
argumentation in the Ralph Review.

Australia's income tax legislation does not prohibit stapled-stock arrangements that serve to
provide relief from foreign DWT, as well as preservation of any foreign country imputation credits,
for non-resident shareholders where they are located in the same country as the source of foreign
source income.  Under the arrangements, Australian shareholders do not however gain any
streaming benefits.

In contrast to outward direct investment, there is no tax bias against foreign direct investment in
Australia.  Foreign companies operating in Australia have relief from Australian DWT to the extent
that the dividends they generate are franked.  Furthermore, a ‘Foreign Dividend Account’ was
introduced, effective from the 1994/95 taxation year.  Foreign Dividend Account credits provide
relief from Australian DWT when Australian companies receive foreign source non-portfolio
dividends and subsequently pay unfranked dividends to non-resident investors16.  The measure is
supportive of the Government’s efforts to encourage foreign multinationals to locate their
regional headquarters in Australia.

The Government has also sought to make the Australian tax regime more internationally
competitive.  The corporate tax rate has been reduced to 30 per cent with effect from the
2001/02 income year, making it amongst the lowest in the OECD.  Although there are countries
with lower tax rates in the region, the benefits of lower tax must be weighed against the non-tax
advantages for companies of operating in Australia, including its skills base, sophisticated
infrastructure and sound economic management.

Companies have also indirectly benefited from recent changes in capital gains tax.  Generally, the
rate of capital gains tax faced by shareholders when they sell their shares has been halved where

15 Overseas companies operating in Australia do not pay Australian DWT where dividends are franked.
16 The Foreign Dividend Account is being replaced by a Foreign Income Account, whereby DWT relief is

extended to all types of foreign source income passing to non-resident investors.
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those shares have been held for 12 months or more.  Shareholders are also spared capital gains
tax, under the recently introduced scrip-for-scrip rollover relief in circumstances where a company
offers its own shares as consideration in acquiring another company and acquires more than 80
per cent of the target company’s shares.  There has in fact been a significant increase in the level
of scrip offered for takeovers over the past two years.  In 2000, they accounted for 28 per cent
of all transactions amongst listed industrial companies in Australia, up from only 9 per cent in
1998 (Ernst & Young 2001).  Ernst & Young also assess that the group consolidation regime, due
to take effect from 1 July 2002, will create many opportunities for groups to structure their
merger and acquisition activity more tax efficiently.  Foreign-owned corporate groups also stand
to benefit from the regime. 

In a similar vein to the scrip-for-scrip rollover relief, the Government has given its in-principle
support for a capital gains tax de-merger mechanism.  This would assist those companies
contemplating this option as the way forward to a more focused business strategy.

The Government is also cognisant of concerns held by some sections of the large business
community that the tax treatment of foreign source income of non-residents can act as a
deterrent to their taking up executive and skilled professional positions in Australia.  It has
therefore announced that it will further enhance the tax exemption for certain foreign source
income and capital gains of expatriates resident in Australia for less than four years.

Consistent with the Ralph Review recommendations, a number of important international tax
issues will be subject to further review (see Chapter 8).

7.6 Industry policy
The Government recognises the important contribution large enterprises, both domestic and
foreign, make to the Australian economy and to our trade position.  However, large companies
are for the most part able to grow themselves with little need for government assistance.

The most important thing the Government can do is to provide the right macroeconomic settings
and ensure a competitive business environment.  Of key importance are a competitive tax regime
(see previous section), a flexible labour market, a sound approach to education, support for
science and innovation, and good economic infrastructure.  For example, the Government’s $3.0
billion innovation action plan announced in 2001 is recognition of the importance of developing
our innovative capacity, our industries and our research and educational structures in an
increasingly competitive world environment.

Overall, Australia’s industry policy has proved successful in facilitating sustainable industry
development, and has contributed to the international competitiveness of our economy and
strong growth performance.  Australia’s growth competitiveness, a composite measure of the
factors contributing to future growth of an economy, is ranked fifth out of 75 national economies
according to the World Economic Forum (2001).  This is an upward move of six places from 2000.
Australia has also climbed from tenth to ninth in terms of current competitiveness, a measure of
the factors underpinning current economic performance.

Australia has also been ranked thirteenth in terms of attractiveness for location of manufacturing
operations, eighth as a location for R&D, and seventh as a location for services and management
by the International Institute for Management Development (2001).

The Government’s broad industry policy framework is complemented by business programs which
aim to help Australian businesses become more successful and internationally competitive –
through developing firm capabilities, fostering innovation, facilitating adjustment, developing
markets and encouraging investment.  The following programs are ones directed in significant
measure at large companies.
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The Government’s IT outsourcing and information and communications technology (ICT) industry
development framework, applying to companies with significant sales to the Commonwealth, is
aimed at promoting strategic industry development outcomes.  The Strategic Partnership Industry
Development Agreements (SPIDA) program is an important part of the Government’s overall ICT
industry development policy.  Companies with annual ICT sales to the Commonwealth of $10
million or more are required to have a SPIDA.  Specific activities encouraged under the program
include research and development, investment, small-to-medium enterprise (SME) development,
technology transfer and skills development.  Strategic alliances with ICT SMEs are viewed as an
important means of SME development.

The Automotive Competitiveness and Investment Scheme (ACIS) is directed towards encouraging
new investment and innovation in the automotive industry.  While the industry has to prepare for
a cut in the automotive tariff in 2005 to 10 per cent, companies obtain import duty credits
according to their level of production, investment and R&D.  The Scheme benefits the four large
car makers as well as component and tooling producers and automotive service providers.

The Pharmaceutical Benefits Scheme (PBS) provides an assured market of around $4 billion a year
in turnover for the pharmaceutical industry.  The Pharmaceuticals Industry Investment Program is
designed to overcome the disincentive faced by pharmaceuticals producers as a result of the lower
than world prices prevailing under the PBS.  In return, companies have undertaken to increase
their R&D expenditure in Australia as well as their domestic manufacturing.  The Government
plans to spend $300 million on the Program over the five years to 2004.  Large foreign-based
multinationals benefit significantly from the Program.

Under the Project By-Law Scheme, proponents of major resource processing, mining and
agriculture-based projects can obtain tariff concessions on imported capital equipment not
available in Australia.  Assistance is only available where the total value of capital equipment (from
Australia and overseas) used in a particular project exceeds $10 million.  Projects in these and
other industry sectors may also be entitled to concessions where capital equipment is
technologically superior to that produced in Australia.

The Enhanced Project By-laws Scheme replaced the existing Project By-laws Scheme from 1
January 2002.  The new Scheme encompasses the existing Scheme's features and extends them
to cover the manufacturing and gas supply industries.

Action agendas have also been initiated for a number of industries.  The Action Agenda process
enables industry and government to work together to strengthen the capacity of Australian
industries to compete globally.  In essence the aim of an Action Agenda is to identify impediments
to growth for specific industry sectors and to remove them, to find out where the opportunities
lie and to take advantage of them.  Action Agendas are driven by industry, with government
providing a facilitation role.  The Government has announced five new Action Agendas for
2001/02.
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The ‘branch office economy’
debate

• Some concerns have been expressed recently that Australia is destined to become
a ‘branch office economy’, with more of our large companies shifting their
headquarters overseas and multinationals becoming more dominant in the
Australian economy.

• With the right policy settings, Australian companies can compete on the global
stage while remaining based in Australia.

• The taxation treatment of offshore income has been a concern to many sections of
the business community in recent times.  The Government has addressed a
number of these concerns and has flagged further consultations with stakeholders.

• Access to markets and capital are important considerations for business and, over
time, could have a bearing on headquarters location for any businesses deriving
the bulk of their incomes in say North America or Europe.

• A dual-listed company structure can provide an effective means of obtaining better
access to capital markets.

• Australian capital markets are however deepening and becoming more liquid.

• Some other countries are experiencing a movement of headquarter functions to
overseas locations.  The role and structure of headquarters is also changing.
Regardless, medium-sized economies such as Australia can carve out a successful
role in the global economy.

8
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Significant media attention has been devoted in recent months to reports that some of Australia’s
largest companies have been considering relocating offshore.  Apart from the concern that some
of our largest companies might shift their headquarters and/or domicile overseas, there is the
concern – addressed in Chapter 5 – that globalisation also means that foreign companies will
obtain an increasing presence in Australia.  This has given rise to concerns that Australia risks
becoming a ‘branch office economy’.

As some of our largest companies begin to derive the bulk of their incomes from offshore
operations, it can be expected that some will at least contemplate relocation overseas.  This is
particularly the case if their activities are focused on a particular market geographically distant
from Australia (notably the United States or Europe).  The chief executives of many of our largest
companies now spend considerable amounts of their time overseas.  Lend Lease’s CEO is based
in London.

News Corporation and, more recently, James Hardie are two companies which have their
operational headquarters (and CEOs and Chief Financial Officers) overseas – in the United States.
Both companies derive the vast majority of their revenue and earnings in the United States.  News
Corporation remains an Australian company for taxation purposes, while James Hardie has very
recently decided to shift its tax domicile to the Netherlands.  With today’s modern
communications, companies can more readily contemplate the siting of their headquarters away
from their operational bases.  Concerns have therefore been expressed that more will follow the
Lend Lease example, if not the News Corporation or James Hardie example.

Maintaining group headquarters in Australia can be of key importance.  Headquarters require an
important skills-base.  They perform and/or procure a range of investment, accounting and legal
services.  If headquarters can be maintained in Australia, this will help ensure a continuing depth
to our professional labour markets.  In addition, in becoming internationalised, companies which
maintain their headquarters here are more likely to be still identified as Australian.

Conversely, if fewer companies were to maintain head offices here, Australian offshoots would
stand to have a lesser say in key strategic decisions.  They might also lose ‘high-flyers’, many of
whom would gravitate to company headquarters.  Many associated service areas, for example
accounting services, could also lose clients.  To an extent perhaps, this loss might be staved off
through outsourcing by the new headquarters to the same service providers in Australia.  The
support that large companies provide to local communities would also likely fall away should they
decide to relocate their headquarters offshore.

There would not appear to be the risk of a significant direct leakage of taxation revenues arising
from the relocation of one or two company headquarters overseas.  For the most part, Australia
only imposes taxation on the income of entities’ operations carried out in Australia, be they
Australian companies or subsidiaries of foreign companies.  Tax revenues are also obtained once
profits are distributed to Australian shareholders as dividends, whether they be remittances from
companies operating in Australia or overseas.  However, the indirect revenue loss would be more
significant should a number of companies relocate their headquarters, as a result of the loss of
employment and firms in associated service areas of the economy.  The loss would be even greater
if such relocation were to be followed by a reduced focus on Australian operations by the
companies concerned.

The one area of ‘direct leakage’ concern is transfer pricing.  There is a tendency for companies to
want to record most of their income in the country where their predominant shareholder base is.
Resident shareholders will accordingly tend to be tax-advantaged, especially if dividend
imputation systems apply.  The predominant shareholder base is typically where their
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headquarters are located.  Transfer pricing practices should therefore be less of an issue for
Australia where companies are headquartered here.1  

Threats by some companies to relocate have been driven by concerns over Australia’s taxation
arrangements, specifically rates of foreign dividend withholding tax (DWT) applying under
bilateral tax treaties as well as the bias of our dividend imputation system against foreign-sourced
income (see previous Chapter).  According to PricewaterhouseCoopers (PwC), the high DWT
applying in the United States as compared with the five per cent rate that would apply were the
companies operating in the United Kingdom, has cost Australian companies with US investments
$160 million a year and depressed share prices by as much as $2 billion.  A number of companies
consequently reportedly approached PwC to investigate the tax implications of an overseas
relocation.2

However, the dividend withholding tax breakthrough obtained in recent negotiations with the
United States should have served to allay many of these concerns.  The agreement was welcomed
in big business circles.  In addition, if the franking credit for foreign DWT measure goes ahead –
as outlined in the Government’s October 15 2001 election statement – the cost to business stands
to be significantly less.

The pressure on other Australian companies to relocate would also not be as intense as, unlike
James Hardie, they all still have significant operations in Australia making them less disadvantaged
by Australia’s imputation system.  Moreover, it should be noted that James Hardie’s decision to
shift its domicile was made on the basis of US taxation considerations.  

The Government believes that, with the right policy settings, Australian companies can in fact
compete on the global stage while remaining based in Australia.  As outlined in the previous
Chapter, it has taken a number of steps to ensure a competitive tax regime and has stated it will
consult with key stakeholders and industry representatives to ascertain the case for any further
reforms in the area of international taxation.  Particular attention will be paid to any impediments
to expansion offshore and the raising of domestic and foreign equity.

While taxation issues are recognisably a ‘push factor’ for many companies in their consideration
of where to locate their headquarters and domicile, the ‘pull factors’ are equally strong and, over
time, more likely to be more influential.3 Access to markets and capital are key drivers.  For
example, KPMG tax partner, Michael Doolan, is reported as stating that the factors influencing
bosses of multinationals in their deliberations as to where to locate their headquarters are, in
descending order of importance: proximity to operations, access to global capital markets, and
taxation.4 Similarly, PwC’s partner Tony Clemens has stated that tax is not the main issue; rather,
access to big equities markets is more crucial.5

With regard to proximity to operations, the opportunities for some of our large companies to
expand their businesses in the Australian marketplace may indeed be limited.  Such companies
need to look seriously at offshore opportunities to grow their businesses and obtain healthy
returns for shareholders, especially where they operate in largely non-traded industries.  However,
not many companies presently derive such a major share of their revenues or profits in a particular
overseas market or region as to make headquarters relocation an appealing option.

1 According to BRW, ‘Left Behind: Australia Risks a Branch-Office Future’, July 14, 2000, the Australian
Taxation Office foreshadowed an examination of 200 foreign multinationals that reportedly had $34.3
billion in earnings in Australia but paid only $40 million in tax.  The ATO’s Deputy Commissioner of Large
Business and International Tax, Jim Killaly, has said a particular focus of its scrutiny of large companies is
on the structuring and restructuring of multinationals, the financing of their operations and the
generation and use of losses (Australian Financial Review, January 23, 2002).

2 BRW, ‘Left Behind: Australia Risks a Branch-Office Future’, July 14, 2000
3 The Productivity Commission is shortly to release a survey-based study of offshore investment by

Australian companies and the issue of relocation, or potential relocation, offshore of company
Headquarters and other activities.

4 The Bulletin, ‘Last One Out…’, October 17, 2000
5 BRW, op. cit.
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With regard to access to capital at competitive rates, the reality is that the big institutional
investors prefer to invest only in companies of global significance and with deep liquidity in their
shares.  In a thin capital market, an investor would need to heed the fact that a major draw-down
of their investment in a company could not be made without the share price being depressed.  An
illustration of the apparent difficulties which have been faced by Australian companies is provided
by the experience of Pioneer International.  John Schubert, former chief executive, has indicated
that it had difficulty in gaining support of international fund managers because it was regarded
as an Australian company.  He stated it was unable to use scrip for expansion because its shares
traded at a discount compared with its key competitors.6

6 BRW, ‘Tax: The Branch-Office Economy Fights Back’, April 6, 2001

BOX 15: Rio Tinto – growing involvement in the Australian
economy
RTZ Plc merged with CRA in 1995, through a dual listed company structure, to form Rio
Tinto.  CRA was 49 per cent owned by RTZ at the time.

The motivations for CRA entering into a DLC with RTZ were to:

• enable Australian shareholders to maintain their participation in the resources sector; 

• obtain access to capital and be relevant to large institutional investors; 

• enable the company to grow without diluting the relationship between Australian
shareholdings and earnings from operations in Australia, with its negative dividend
imputation implications; and

• enable shareholders to avoid capital gains tax which would have applied at the time on
any scrip-for-scrip merger.  

While the group’s overall management is run out of London, the group’s management
structure is based primarily on six principal global product businesses supported by
worldwide exploration and technology groups.  The aluminium and iron ore businesses are
run from Australia.  In addition, while the energy group is headquartered in London, Rio
Tinto’s coal businesses are effectively run from Australia.  While the diamonds and gold
group is headquartered in London, Argyle Diamonds is essentially run from Perth, while
world diamond marketing is handled by Amsterdam and Perth.    

The technology group is headquartered from London, but parts of the technology group are
headquartered in Australia also.  The group has a centre in Victoria with global
responsibilities inter alia for hydrometrology and remedial work.

Reflecting the availability of skilled people, a number of global administrative functions are
also handled from Australia, including risk management, internal audit, safety, shipping,
and some procurement.

The group’s Australian operations are a major employer of lawyers and accountants, for
example for the Hamersley and Comalco operations.  Company legal and other support
services for the group’s recent acquisitions in Australia were also sourced from within
Australia.

Nor has the merger been at the expense of operations in Australia.  The Group’s assets have
become increasingly concentrated here as well as in North America over the past year or
two.  Rio Tinto announced in October 2001 a further major investment, the
commencement of construction of stage one of the Comalco Alumina Refinery in
Gladstone, Queensland, adding further value to Australia’s bauxite resources.
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The dual-listed company structure (DLC) is another internationalisation route which has gained
some currency of late.  The RTZ/CRA merger was the first such merger in Australia (Box 15).  It
has recently been followed by the BHP Billiton (Box 16) and Brambles GKN mergers.  Mergers by
way of DLCs enable companies to gain the scale to compete as well as secure a lower cost of
capital.  A DLC which secures a listing on a major international exchange with inclusion in key
indices, such as the FT-SE in London or the Morgan Stanley Capital International index, will result
in large institutional investors paying greater attention to a company’s stock. 

BOX 16: BHP Billiton merger – a proactive approach
The BHP Billiton merger represents a pro-active move by BHP to position itself on the world
stage.  It needs to be viewed against the global consolidation under way in the resources
sector.

The merger fits with the stated objective of BHP under Chief Executive Paul Anderson of
becoming a global resources giant.  With an enterprise value of almost $US35 billion and a
market capitalisation of $US28 billion, it is the world's largest diversified mining group and
second largest resources group (after Alcoa).  It has a global workforce of almost 60,000.

BHP and Billiton assets complemented each other well.  The merged entity has become a
premier diversified resources group with significant market power across a wide range of
commodities, although it has not gained significantly more power in any one commodity
market.  It also has a diverse customer base, predominantly in Asia, Australia, Europe and
North America.

The merger brings together two companies which each had a formidable presence in a
number of commodities.  BHP was the world's largest producer of export metallurgical coal;
third largest iron ore producer; fourth largest copper producer.  It also brought to the
merger significant oil and gas assets.  Billiton was the world's third largest aluminium
producer; largest producer of export steaming coal; fourth largest nickel producer; and a
major producer of chrome and manganese ores, ferro-alloys and titanium.

The merged company's global size and strength attained through commodity diversification
should enable it to secure access to a lower cost of capital.  Moreover, dual listing on the
London Exchange provides it with access to a deep and highly liquid capital market and
hence a basis for future growth.  The merger has enabled BHP to cross the threshold into
the small group of companies of sufficiently large size (these days, some commentators
would argue, in the vicinity of at least $20 billion) to attract close interest from the large
funds managers.

Some 36 per cent of the combined group’s assets are in Australia, but this will fall to around
30 per cent when BHP Steel is divested – planned for 2002.  BHP Steel's continued existence
as an Australian company would not appear in question.  It is a low cost steel producer and
the plan is for it to be spun off to BHP shareholders.  It will be one of Australia’s top 50
companies listed on the Australian Stock Exchange.

In obtaining Foreign Investment Review Board approval, BHP Billiton has formally
undertaken to locate its group headquarters in Australia, thereby ensuring the group will
continue a strong Australian focus.  The vast majority of senior corporate staff are based in
Melbourne.  The group’s thermal coal, carbon steel, and steel customer service groups are
run out of Australia, as is petroleum – although the CEO of this group is based in London.
The aluminium and stainless steel groups are run out of London, and base metals out of
Houston.  Marketing is run from Singapore and The Hague.
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DLCs represent a contractual arrangement between two companies under which they operate as
if they are a single economic entity with a common board and a unified executive management.
Shareholders obtain an economic interest in the combined net assets of the two companies, with
dividend, capital and voting rights equalised on a per share basis.  However, the two companies
retain their separate legal identities, each having a different set of assets and liabilities (with new
assets acquired either separately or jointly).  Separate stock exchange listings are maintained.

DLCs are established in such a way that the two companies involved retain their separate tax
residencies.  This has distinct advantages, not least in Australia’s case being able to attain a global
size without diluting the relationship between Australian shareholdings and earnings derived from
operations in Australia, and so avoid negative dividend imputation implications.  The Australian
Securities and Investments Commission has released interim guidance as to when a DLC is
regarded as an acquisition, with implications for purchased goodwill and its amortisation.7

The Government looks to win-win situations in such cross-border merger proposals.  In the case
of both the BHP Billiton merger and the Brambles GKN merger, the Government secured
undertakings that their group headquarters would be in Australia.

While a DLC may have some distinct advantages for the parties involved, and be in Australia’s
national interest, the concern may still remain, however, that over time the centre of gravity of
such companies will progressively shift offshore, and that ultimately their headquarters and tax
residency could move also.

This points to the importance of the further development of Australian capital markets in ensuring
Australian companies continue to remain based here.  Australia’s debt and equity markets are in
fact deepening and becoming more liquid, increasing their attractiveness to overseas funds
managers.    Market capitalisation on the Australian Stock Exchange (ASX) has quadrupled over
the past decade, to over $700 billion as at August 2001, compared with CPI inflation over the
period of just 25 per cent.  Growth in capitalisation has stemmed from economic growth,
privatisations, demutualisations and the growing significance of superannuation fund
investments.  Market capitalisation of the ASX represents just under one-and-a-half per cent of
the Morgan Stanley Capital Index, a measure of the total capitalisation of global equity markets.
While the ASX is less significant in global terms than formerly, it remains the tenth largest equity
market in the world.  According to the ASX, market capitalisation in Australia represents around
30 per cent of the market capitalisation of the region, excluding Japan.  (Overall, some 75 per
cent of monies invested in Australia by overseas institutions are allocated on a geographic basis.)

According to ASX data, liquidity, measured as share turnover as a percentage of capitalisation, has
also increased, from around 35 per cent ten years ago to 60 per cent today.  Liquidity is now
comparable with that in many overseas markets.8

The ASX is striving to strengthen its relevance and to benefit listed companies through the
building of alliances and links with the world’s capital markets.  Such links will serve to deepen
the ASX by enabling foreign investors to participate directly in the Australian market (Newman
2001).  A link has already been established with the US market, enabling Australian investors to
trade shares in the US markets (NYSE, Nasdaq, Amex).  A two-way link with the Singapore market
(enabling both Australian investors to access Singapore stocks and Singapore investors to access
Australian stocks) was launched in December 2001.  The ASX is also in discussions with stock
exchanges in Europe.

7 See Practice Note 71, 3 October 2001.  However, the Australian Accounting Standards Board (AASB) is
unlikely to decide in the near future on accounting rules for DLCs, creating some uncertainties for
companies that may be contemplating this route.

8 The depth and liquidity of the ASX is however heavily influenced by the top 20 or so stocks, given their
large market capitalisation.
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The Australian-denominated corporate bond market is also growing quite rapidly.  There is some
concern that, with the Commonwealth Government bond market shrinking and some hesitations
on the part of Australian institutions in directing funds to corporate bonds, funds may be directed
offshore rather than to domestic capital markets.  It should be noted however that a significant
volume of recent offshore investment has stemmed from institutions rebalancing their portfolios
to include a much greater weighting of overseas investments.  This outflow of capital could be
expected to stabilise.

In any event, the lesson for Australia is not new.  The Government recognises the need to
constantly strive to put in place a competitive business environment to help keep its large
corporates (and skilled professionals) based here and to continue to attract growth-oriented
foreign investment.  Taxation is important given the high mobility of capital in today’s world, but
only part of the competitiveness equation.  Education policy, innovation policy, regulatory
measures which have an impact on business, and a flexible labour market are also important.
Facilitating the growth of the next tier of companies (those presently not amongst our very largest
companies) is also important.  More broadly, the key requirements are that Australia remain open
(in product, capital and labour markets), competitive, outward-looking and ‘connected’ (with
business networking being vitally important).

Should Australia experience some corporate relocations offshore, a measure of reassurance is
provided by Birkinshaw (2001).  His studies of the Swedish experience have provided some
evidence that a move offshore of a company’s headquarters can actually lead to a strengthening
of activities in the home country.  Foreign-owned companies account for one in five jobs in
Sweden’s private sector.  A number of major Swedish companies, including well-known
international names such as Volvo, Saab and Astra, have lost their headquarters to overseas in
recent years as a result of mergers and acquisitions.  Some major companies have chosen to move
their corporate or divisional headquarters to overseas with no specific merger or acquisition
preceding the decision.   On the other hand, in many instances Sweden has secured a number of
divisional headquarters.

Birkinshaw found that relocation of headquarter functions is occurring in other countries also, not
just Sweden.  The role and structure of headquarters is also changing.  Headquarters are
nowadays more often characterised by a downsized operation, more ‘footlooseness’, more
travelling by top executives and a greater reliance on information technology.   The need for
headquarters to be close to R&D centres also appears to have significantly diminished.

Birkinshaw concluded that relocation of headquarters is likely to have a negligible effect on
production and R&D, at least in the short-to-medium term.  In fact, in some cases it can serve to
enhance a firm’s competitiveness and thus strengthen home country activity.  Drivers of such
improvements can be resultant better contacts with clients, improved understanding of demand
conditions and improved access to financial markets.  Birkinshaw has undertaken case studies of
subsidiary managers that have pursued successful, entrepreneurial strategies to build up their
businesses.  As pointed out by the Australian Manufacturing Council (1990), one way in which a
local subsidiary can build up their importance within their broader group is to build up their
specialised expertise in a particular technology or product area.

Birkinshaw assesses that the challenge for government is to figure out what its economy’s
strengths are and build them up to world-class levels, focusing on its leading business clusters,
and aggressively market those strengths to would-be investors.9 In a similar vein, UNCTAD (2001)
notes the importance of strong and dynamic business clusters in attracting would-be foreign
investors through providing a capable supplier base, and the benefits to economies deriving from
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9 The Australian, 28-29 July 2001



cluster development.  Many countries are turning to target foreign investors at the level of
industries and firms with a view to cluster development.  Invest in Sweden Agency has been quite
successful in this area.  A web of manufacturers, subcontractors, customers, research facilities and
skilled employees has developed around Sweden’s major corporations.10 The Australian Business
Foundation (2002) has also pointed to the benefits to be derived from attracting foreign multi-
national investment in so-called ‘centres of excellence’, with a global product/service development
mandate.

One such area in Australia where significant strides have been made in recent years is the building
up of a local supplier base providing parts and sub-assemblies for the motor vehicle companies
based here.  Invest Australia and the National Office for the Information Economy have also met
with a degree of success in encouraging foreign information and communication technology
companies to establish regional headquarters and operation centres in Australia based, inter alia,
on our skilled workforce and our position as a leading information economy.  A number of
multinational pharmaceutical companies have also chosen to establish here in recent years to avail
themselves of our scientific and commercial strengths in the biotechnology sector.

Consistent with these findings, corporate decisions will continue to be made with the interests of
shareholders in mind, and not where the head office happens to be.  This serves to underline
again the Government’s focus on delivering a competitive business environment.
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10 Invest in Sweden, Report 2000
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The Australian Bureau of Statistics (ABS) uses employment as a proxy variable for size in most of
its publications.  In its ‘Small Business in Australia’ publications (Cat 1321.0), it broadly categorises
small businesses as those employing less than 20 full time equivalent persons, while large
businesses are defined as those employing 200 or more people, and medium businesses as those
in between1.

Employment size was the main indicator of size used in publications deriving from the Business
Longitudinal Survey (BLS) which was conducted by the ABS in collaboration with other agencies.
The BLS provides a basis to explore the impact of particular business characteristics and behaviours
on business performance by tracking a sample of firms over the four years, 1994/95 to 1997/98.
A number of additional BLS data extractions by size of business have been obtained for the
purposes of the current study.

In its annual Economic Activity Survey (EAS) publications, which provide a range of data found in
company profit and loss statements and balance sheets, the ABS uses a composite measure of
size.  It defines large businesses as all ‘management units’2 which employ 200 or more persons or
have assets worth more than $200 million (refer ABS, ‘Business Operations and Industry
Performance, Australia’ Cat 8140.0).

Revenue or turnover is another common measure of size.  Some of the ABS’s publications also
provide data classified by turnover size.  Revenue is also the basis of the annual list of the 1,000
largest enterprises (‘The BRW1000’) published by the BRW, drawing on research by IBISWorld.
The top 100 Australian enterprises from the 2000 list (BRW 2000a) – referred to as the ‘Top 100’
(Table A1) – have formed the basis for a lot of the current study’s analysis of the importance of
our largest enterprises.

Employment levels will be skewed towards enterprises and industries that are more labour
intensive in nature, while total assets will be greater for a capital intensive enterprise or industry.
In this sense, revenue is a useful composite measure.  Moreover, assets of financial and insurance
enterprises are of a different scale from those of other companies – they represent close to 80 per
cent of the total assets of the Top 100) – reflecting the fact that they make investments with
deposited funds and premiums.

Revenue or turnover needs to be distinguished however from value added.  For example, the
turnover of Coles Myer, our largest company on this measure, reflects not just its retail margin but
also incorporates the cost of goods it buys in from its suppliers – wholesalers and manufacturers.
The turnover of a manufacturing company by contrast will tend to be closer in value to its value
added, especially if it does not rely in turn on substantial manufactured inputs from other
suppliers.  Value added is more analogous to the statistical concepts of gross product at an
industry level and gross domestic product at the national level.  While the ABS produces value
added data according to size of business, for confidentiality reasons it is not possible to obtain
this data at the unit record level.  In addition, the calculation of value added is problematic for
businesses which do not charge directly for the services they provide, notably finance and
insurance companies.

1 Refer Chapter 7, ‘Defining Business by Size’.
2 A management unit is the highest level unit within a business for which a set of management accounts

are maintained.  In most cases it coincides with the legal entity owning the business.  However, in the case
of large diversified businesses there are often a number of management units, each coinciding with a
‘division’ or ‘line of business’.

Annex 1:
Sources of data and measures of company size
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Market capitalisation reflects the valuation of a company according to prices at which trades are
made on the Australian Stock Exchange (ASX).  Market capitalisation differs from the asset base
of a company, in that it does not include debt capital.  However, around 40 Top 100 – mostly
foreign-owned – enterprises are not listed on the ASX.

In recognition of the fact that revenue is just one indicator of size, this study also draws out the
importance of the sub-group of 26 Top 100 companies that also have a top 100 asset and
employment ranking (Table A2).  This sub-group represents the very largest of our large
companies.  BRW data on the value of assets and employment levels for the Top 100, together
with their asset and employment rankings, are contained in Table A1.

An important point of distinction between the BRW and EAS data is that the Top 100 rankings
and BRW revenue, assets and employment data reflect the worldwide activities of the enterprises
concerned.  EAS data in contrast relate to just the Australian operations of enterprises.  The latter
are more directly relevant to Australian economic activity and employment considerations.
Indirectly, however, the overseas activities of our large companies are very important given the
sizeable profits remitted to Australia and accruing to Australian shareholders.

With two exceptions, the revenue measures used by the BRW would appear to align with those
employed by the ABS.  For the insurance industry the ABS measures revenue as premiums net of
payouts, while for the gaming industry the ABS uses turnover net of payouts.  In contrast, the
BRW uses gross measures in each case.

It should be noted that enterprise group data are not always consolidated.  Most notably, financial
data for life insurance companies have in a number of instances been separated out.3 For
example, Westpac and Westpac Life are included as separate entries on the Top 100.  MLC is also
included separately in the Top 100 even though it is owned by another Top 100 company – Lend
Lease, up until its sale to National Australia Bank in June 2000.  Similarly, Commonwealth Life (not
in the Top 100) is separated out from the Commonwealth Bank.  Mobil Oil Australia and Mobil
Exploration & Producing Australia (not in the Top 100) are other examples of related companies
with separate entries on the BRW1000 list.  Moreover, Exxon USA (wholly owning Esso Australia,
just outside the Top 100) and Mobil USA (wholly owning Mobil Australia) merged at the end of
1999.  A further example is Philip Morris, with affiliates Philip Morris (Australia) and Kraft Foods
International Asia Pacific (not in the Top 100) both included on the BRW1000 list.

In addition, there is a degree of cross-ownership between Top 100 companies.  Most notably, the
consolidated accounts of WMC will reflect the results for its 40 per cent ownership of Alcoa World
Alumina Australia.  

Foreign companies
Data on the importance of large foreign companies have been derived from the BLS.  BLS
extractions can be derived by level of foreign ownership.  Attention has been focused on those
businesses that are 50-100 per cent foreign-owned.4

3 In the November 2001 BRW1000, revenue for life insurance companies has for the first time been
consolidated with that of their parent entities.

4 Foreign equity can be in the form of either direct investment equity holdings – that is holdings of investors
who own ten per cent or more of the voting shares of an enterprise – or other (‘portfolio’) holdings.
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Annex 1

The BRW1000 and the BRW’s separate publication on the top 500 foreign companies in Australia
(BRW 2000b) can also be used as a basis for deriving data on the activities of foreign-owned
companies.  However, distinguishing ‘Australian’ from ‘foreign’ companies is not always
straightforward (see Paddon 2001).  Foreign companies have been defined in the BRW (2000b)
as those more than 50 per cent foreign-owned.5 Thus, on this definition, News Corporation,
being around 30 per cent owned by Murdoch interests, is not classified as a foreign company even
though control is clearly exercised from the United States.  Caltex Australia, being 50 per cent
owned by the Caltex Corporation of the United States and 50 per cent owned by a large number
of institutional and small investors, is also not classified as majority foreign-owned.  However, on
this definition, Rio Tinto should also be regarded as a foreign company, and has been treated as
such here – but was omitted from the BRW’s list of foreign companies.6

5 It can be inferred that by this is meant over 50 per cent owned by foreign direct investors as opposed to
portfolio investors.

6 The dual listed company (DLC) is 68 per cent foreign owned.  Rio Tinto Plc, the British entity in the dual
listed company structure, has a substantial shareholding (around 37 per cent) in the Australian entity, Rio
Tinto Limited.  Rio Tinto Plc is, from an Australian perspective, 100 per cent foreign owned.  The BRW’s
revenue data on which companies are ranked relate, appropriately, in Rio Tinto’s case to the DLC.
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Table A1: The Top 100*
(ranked by revenue – balance date in parentheses; majority foreign-owned companies in
bold; government enterprises in italics)

Enterprise Industry Sector Revenue Total Asset Total Employ-
($m) Assets Ranking Employ- ment

($b) ment Ranking
(‘000)

1. Coles Myer (7/00) Retail 24,843 8.2 40 167 1

2. National Australia Bank (9/00) Banking 24,040 343.7 1 47 6

3. BHP (6/00#) Petroleum, steel, mining 23,683 29.3 11 50 4

4. News Corporation (6/00) Media 22,443 65.6 6 50 5

5. AMP (12/99) Insurance 21,916 131.2 5 11 37

6. Woolworths (6/00) Retail 20,567 4.8 76 125 2

7. Telstra (6/00) Telecommunications 19,840 30.3 10 51 3

8. Rio Tinto (12/99) Mining, resources 14,421 23.6 16 34 11
9. Lend Lease (6/00) Property 12,997 10.9 30 10 43

10. ANZ Banking Group (9/00) Banking 12,824 172.5 3 24 17

11. Tattersall’s Holdings (6/00) Gaming 12,684 _ _ _ _

12. Westpac (9/00) Banking 12,659 167.6 4 31 13

13. Commonwealth Bank (6/00) Banking 11,354 217.7 2 37 9

14. Qantas (6/00) Air transport 10,085 12.0 29 29 14

15. Mitsui & Co Australia (12/99) General trading 9,192 _ _ _ _
16. CSR (3/00) Building/const. materials, sugar 7,375 6.9 47 17 21

17. Amcor (6/00) Packaging mfg 7,353 5.0 71 18 20

18. Pacific Dunlop (6/00) Diversified industrial 5,811 5.1 69 38 8

19. Metcash (4/00) Marketing, distribution 5,529 _ _ 7.7 56
20. Brambles (6/00) Equipment hire, business services 5,228 4.7 79 20 19

21. Futuris Corporation (6/00) Rural serv, auto systems mfg 5,085 _ _ 5.7 81

22. Shell Australia (12/99) Oil/ gas expl, refining, marketing 4,966 6.0 56 _ _
23. Mercantile Mutual Life (9/99) Insurance 4,906 13.3 26 _ _
24. Toyota Motor Corp (12/99) Motor vehicle mfg, distribution 4,694 _ _ _ _
25. AXA/National Mutual (9/99) Insurance 4,631 22.9 18 _ _
26. QBE Insurance (6/00) Insurance 4,566 9.5 33 4.8 95

27. HIH Insurance (6/00) Insurance 4,476 8.3 39 _ _

28. Orica (9/00) Explosives, chemicals mfg 4,430 _ _ 9.0 46

29. NRMA Insurance Group (6/00) Insurance 4,406 12.1 28 _ _

30. Franklins (1/00) Retail 4,333 _ _ 26 16
31. Cable & Wireless Optus (3/00) Telecommunications 4,313 8.4 37 8.2 51
32. Boral (6/00) Building/construction materials 4,260 3.9 93 14 30

33. TAB (6/00) Wagering/gaming 4,185 _ _ _ _

34. Holden (12/99) Motor vehicle mfg, distribution 4,118 _ _ _ _
35. Pioneer International (6/99) Construction materials 3,986 3.7 96 11 35
36. Coca-Cola Amatil (12/99) Soft drinks/confection mfg 3,934 8.8 36 32 12

37. Foodland (7/00) Wholesale, retail 3,818 _ _ 12 32

38. BP Australia (12/99) Oil/gas expl, refining, marketing 3,788 _ _ _ _
39. Australia Post (6/00) Postal services 3,743 _ _ 36 10

40. MLC (6/99) Insurance 3,600 19.7 20 _ _

41. Leighton Holdings (6/00)+ Project devt and contracting 3,577 _ _ 13 31

42. Origin Energy (6/00) Oil/gas expl, power generation, 3,550 _ _ _ _

electricity/gas distribution

43. Ansett Holdings (6/00) Air transport 3,437 .. .. 16 22
44. Suncorp Metway (6/00) Banking, insurance 3,500 26.2 13 _ _

45. Wesfarmers (6/00) Diversified industrial 3,496 _ _ 10 40

46. Foster’s Brewing Group (6/00) Beverages mfg 3,408 5.1 68 14 27

47. Mobil Oil Australia (12/99) Petroleum refining, marketing 3,396 _ _ _ _
48. MIM Holdings (6/00) Mining, mineral processing 3,380 6.8 48 8.3 50

49. St George Bank (9/99) Banking 3,308 45.0 9 7.9 54

50. OneSteel (6/00#) Steel mfg 3,218 _ _ 7.2 60

51. Goodman Fielder (6/00) Food mfg 3,213 _ _ 15 23

52. Westpac Life (9/99) Insurance 3,203 7.7 42 _ _

53. QIC InvestmentTrust (6/00) Funds management 3,197 25.1 14 _ _

54. Reserve Bank (6/00) Banking 3,196 55.7 7 _ _ 



The Big End of Town and Australia’s Trading Interests 108

Annex 1

Enterprise Industry Sector Revenue Total Asset Total Employ-
($m) Assets Ranking Employ- ment

($b) ment Ranking
(‘000)

55. Caltex Australia (12/99) Petroleum refining, marketing 3,153 _ _ _ _

56. Mayne Nickless (6/00) Healthcare, logistics 3,141 _ _ _ _

57. IBM Australia (12/99) Information technology 3,102 _ _ 10 41

58. BAT Australasia (12/99)# Tobacco mfg 2,973 _ _ _ _

59. Ford Australia (12/99) Motor vehicle mfg, distribution 2,934 _ _ 6.4 72

60. AGL (6/00) Gas distribution 2,809 5.3 65 _ _

61. SAS Trustee - Pooled Fund (6/99) Funds management 2,741 25.0 15 _ _

62. Howard Smith (6/00) Hardware/industrial distribution 2,696 _ _ 9.2 45

63. Alcoa World Alumina Aust (12/99) Alumina/aluminium refining 2,692 _ _ 4.9 94

64. Southcorp (6/00) Winemaking, heater mfg, packaging 2,691 _ _ 9.4 44

65. Allianz Australia (12/99)# Insurance 2,634 4.6 82 _ _

66. Publishing & Broadcasting (6/00) Media and gaming 2,446 6.7 52 8.0 53

67. Zurich Financial Serv Aust (12/99) Insurance 2,443 6.9 46 _ _

68. Flight Centre (6/00) Travel services 2,414 _ _ _ _

69. F.H.Faulding (6/00) Healthcare products mfg/distribution 2,406 _ _ _ _

70. Philip Morris Australia (12/99) Tobacco, food mfg 2,401 _ _ _ _

71. Smorgon Steel Group (6/00) Steel mfg 2,276 _ _ 7.0 63

72. Mitsubishi Motors Aust (12/99) Motor vehicle mfg, distribution 2,267 _ _ _ _

73. WMC (12/99) Mining 2,244 8.9 35 _ _

74. Email (3/00) Metal products/whitegoods mfg 2,146 _ _ 8.0 52

75. Nestlé Australia (12/99) Food/beverages mfg 2,115 _ _ 4.8 98

76. Energy Australia (6/00) Electricity and gas distribution 2,112 3.7 97 _ _

77. Macquarie Life (3/00) Insurance 2,049 _ _ _ _

78. Macquarie Bank (3/00) Banking 2,015 23.4 17 _ _

79. Pasminco (6/00) Mining, smelting 1,984 3.9 92 _ _

80. CGU Insurance (12/99) Insurance 1,949 _ _ _ _

81. ConAgra Australia (5/00) Agric. products/processing 1,935 _ _ _ _

82. Marubeni Australia (12/99#) General trading 1,934 _ _ _ _

83. PaperlinX (6/00#) Paper mfg 1,908 _ _ _ _

84. Queensland Rail (6/99) Rail transport 1,902 7.6 43 15 25

85. Qld Sugar Corporation (6/99) Sugar marketing 1,882 _ _ _ _

86. Itochu Australia (3/00) General trading 1,866 _ _ _ _

87. Royal & Sun Alliance Aust (12/99) Insurance 1,837 5.9 59 _ _

88. Visy Industries (6/00) Recycled paper/packaging mfg 1,800 _ _ 5.5 83

89. Invensys Australia (3/00#) Intelligent systems mfg 1,772 4.6 81 _ _

90. NSW Treasury Corp (6/00) Investment services 1,765 26.5 12 _ _

91. James Hardie (3/00) Building materials mfg 1,765 _ _ _ _

92. Transfield (6/00) Engineering, construction 1,717 _ _ 7.5 58

93. Energex (6/00) Electricity and gas distribution 1,698 _ _ _ _

94. P&O Australia (12/99) Maritime, logistics, tourism 1,698 _ _ 14 29

95. State Super Vic (6/99) Funds management 1,681 7.7 41 _ _

96. Tabcorp Holdings (6/00) Casinos, gaming 1,661 _ _ _ _

97. David Jones (7/00) Retailing 1,645 _ _ _ _

98. ANZ Life Assurance (9/99) Insurance 1,638 4.2 86 _ _

99. State Rail NSW (6/99) Rail transport 1,602 5.5 63 8.5 48

100. George Weston Foods (7/00) Food mfg 1,592 _ _ _ _

TOTAL 518,292

Of which, majority foreign-owned 113,854

* All rankings are based on BRW data, modified to exclude New Zealand-based enterprises.   
Revenue is defined as sales plus other revenue; for trading companies, sales revenue plus other revenue; for banking and financial institutions, gross
income (interest plus fees); for law and accounting firms, gross income; for advertising agencies, income; for insurance companies, premium income
plus investment and other income, net of gains and losses on investments.
Asset/employment data are only included for companies with a Top 100 asset/employment ranking.   The Top 100 employers include a number of
government and university bodies. 
+ German company, Hochtief AG, increased its shareholding in Leighton Holdings to secure a majority stake in February 2001.  This has not been
included as a majority foreign-owned company as the change in status occurred after the reference period.
# Non-standard accounting period
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Table A2: Companies in the Top 100 with a top 100 asset and
employment ranking

Coles Myer National Australia Bank BHP
News Corporation AMP Woolworths
Telstra Rio Tinto Lend Lease
ANZ Banking Group Westpac Commonwealth Bank
Qantas CSR Amcor
Pacific Dunlop Brambles QBE Insurance
Cable & Wireless Optus Boral Pioneer International*
Coca-Cola Amatil Foster’s Brewing Group MIM Holdings
St George Bank Publishing & Broadcasting

* Today known as Hanson Australia, with its offshore interests now falling to Hanson Plc
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Allowing for conceptual differences, the Top 100 enterprises (defined in terms of worldwide
revenues) match quite closely with the ABS’s Economic Activity Survey (EAS) top 100 enterprise
groups, defined in terms of their Australian sales of goods and services (Table A3).1

In total, 98 Top 100 enterprises were identified on the EAS frame for 1999/2000.  Allowing for
four cases of duplication on the BRW list (from an ABS register perspective), these 98 enterprises
mapped to 94 ABS register units.  Of the 94 units, 91 were identified in the EAS sample, while
76 of these units were identified in both the Top 100 and the EAS top 100 enterprise groups.
These 76 units would appear to include all the largest Top 100 enterprises, at least when
measured in terms of their Australian activity.  The combined operating income of the 76
enterprise groups was $348 billion, which is not significantly less than that of the 91 units
identified in the EAS sample ($357 billion) nor that of the EAS top 100 ($383 billion).

The $348 billion of income of the 76 enterprise groups may be compared with the $441 billion
of revenue according to the BRW. Part of this difference can be explained by the different revenue
concept employed by the BRW for insurance enterprises.  With an adjustment to put the measures
on a comparable basis, the 76 enterprise groups had a combined revenue of $370 billion, or some
84 per cent of the revenue of the same enterprise groups as measured by the BRW.  This
discrepancy can be taken to broadly reflect the fact that the EAS data relate only to the domestic
activity of enterprises, whereas the BRW data relate to their worldwide revenue.2 The remaining
15 units of the 91 Top 100 enterprises identified in the EAS sample had a small domestic revenue
base of $12.8 billion (based on EAS data, but with income as defined by the BRW) but a
significantly larger worldwide revenue of $54 billion (based on BRW data).

The 91 Top 100 units identified in the EAS sample as a whole had a combined revenue of $383
billion based on the EAS (modified to put revenues of insurance enterprise groups on a common
basis as the BRW) and a combined revenue of $495 billion based on the BRW.  Corroborating the
veracity of both data sets, the difference of $112 billion accords very closely with the estimated
$117 billion revenue derived offshore by the Top 100 for 1999/2000 calculated by apportioning
revenue data according to geographic segments as published in the annual reports of the Top
100.3

All but one of the foreign companies on the Top 100 were in the EAS sample.  Of the ten
government units on the Top 100, seven were included in the EAS sample.  All of the 26 Top 100
companies that also appear on the top 100 assets and employment lists were included in the EAS
sample.  The ABS and BRW revenue estimates for the seven government enterprises included in
the EAS sample line up closely, as would be expected given government enterprises are not
engaged in significant offshore activities.

1 Total income equals sales of goods and services plus interest income plus other operating income.  In
1999/2000, interest income and other operating income accounted for 12 per cent of total income of all
businesses and 20 per cent of total income of large businesses.

2 The EAS data also do not net out intra-corporate financial flows arising from transactions between
management units.

3 Refer Tables 14 and 15 in Chapter 6.

Annex 2:
Matching of ABS Economic Activity Survey data
with BRW Top 100 data
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Table A3: Importance of Top 100 enterprises in the Australian economy, 1999/2000

No. of No. of Total Employment Value Total Total income BRW
enterprise management assets (‘000) added income as defined revenue

groups units ($b) ($b)1 ($b) by BRW ($b)2 ($b)

EAS top 100 enterprise groups 100 857 1,644.3 1,016.6 68.1 382.9 408.9
Top 100 enterprises identified in 
EAS sample 91 788 1,506.0 979.9 68.1 356.7 382.6 495.0

Foreign companies3 29 176 104.2 153.2 11.7 72.6 79.4 97.0
Government units 7 10 102.8 65.4 5.2 16.3 16.3 16.0
Top 100 enterprises with 
top 100 asset and employment 
rankings 26 373 1,151.6 614.5 40.0 208.3 223.4 291.0
Top 100 companies also included
in the EAS top 100 enterprise
groups 76 741 1,463.4 954.3 65.9 348.4 369.7 441.0

Source: data provided by ABS 
1 The application of a standard formula for industry value added can result in an understatement of value added for businesses which do not charge directly for the

services they provide, notably finance and insurance companies.
2 Adjustment to data for insurance companies to accord with BRW, which defines income in terms of gross, not net, premiums
3 Excludes Rio Tinto, which was omitted from list of foreign companies provided to the ABS
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