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	The Productivity Commission is the Australian Government’s independent research and advisory body on a range of economic, social and environmental issues affecting the welfare of Australians. Its role, expressed most simply, is to help governments make better policies, in the long term interest of the Australian community.
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Foreword
This is the Productivity Commission’s 18th annual Trade and Assistance Review. 
The Commission is required under its Act to report annually on industry assistance and its effects on the economy. Trade & Assistance Review 2013-14 contains the Commission’s latest quantitative estimates of Australian Government assistance to industry. It also draws attention to trade and assistance policy that could be impeding economic growth, and identifies recent developments in industry assistance and international trade policy. 
This year’s Review also includes three policy relevant chapters. Collectively they draw policy implications from the emerging patterns of global trade, assess firm-level assistance and the associated governance, and identify and assess concerns with preferential trade agreements.
The Review is informed by the evolution and recent measurement of global value chains. New measures of value added trade flows unravel the DNA of trade and in doing so provide valuable insights and better informed foundations for trade and assistance policy. The key policy take-outs reinforce several established policy imperatives, including:
multilateral trade reform is the most effective way to improve national and global welfare
non-discriminatory policies that seek to lower imported input costs and other business costs have the best chance of fostering firm and economic growth
policies that seek to support (at times ill-informed) priority sectors unavoidably risk disadvantaging more competitive activities.
Finally, the Review examines the quality of the limited analysis currently being made available for both industry assistance, for example co-investment and preferential trade agreements. Based on benchmarks well established in other circumstances, both suffer from inadequate assessment prior to committing Australian resources and policy.
In preparing this report, the Commission has received helpful advice and feedback from a number of officials in Australian Government agencies and Professor Peter Drysdale. The Commission is very grateful for their assistance.
Peter Harris
Chairman 
June 2015
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