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Recent developments in trade policy
This chapter reports on selected developments in Australia’s trade policy since mid-2010, including:

· continued efforts to conclude the Doha Round of multilateral trade negotiations;

· ongoing negotiation of preferential bilateral and regional trade agreements, and the intention to initiate further agreements; 
· economic integration of Australia and New Zealand;
· WTO Trade Policy Review of Australia; 

· the Commission’s review of bilateral and regional trade agreements and the Australian Government’s response; 

· the Australian Government’s Trade Policy Statement; and
· international trade disputes at the WTO that involve Australia. 
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Trade agreements

Membership of the GATT (and, since 1995, the WTO) has grown from 23 countries in 1947 to more than 150 countries today. Collectively, these countries now account for most of world merchandise trade (WTO 2010a).
 The WTO provides a multilateral, rules-based system for the conduct of international trade. In all, eight rounds of negotiations have been concluded under the GATT/WTO framework, covering: goods, services, non-tariff trade barriers and certain trade-related issues such as intellectual property protection (see Trade & Assistance Review 2008‑09). 
Doha Round
The latest round of multilateral negotiations (the Doha Round) was launched in 2001. The Round set an ambitious negotiating agenda. The original deadline for the Round’s completion was 1 January 2005, but six years later a conclusion is still to be achieved.
The Round was said to have nearly concluded in 2008 when agreement was reached on a number of topics, but the meeting collapsed due to a disagreement over agriculture (WTO 2008). While there have been some subsequent negotiations on technical aspects relating to agriculture, no formal agreements or commitments have emerged (WTO 2010a). 
In November 2010, G20 and APEC Leaders stated that 2011 presented an important opportunity to conclude the Doha Round (DFAT 2011a). Further, commitment to conclude the Round was renewed by Trade Ministers in January 2011 at the World Economic Forum, where an informal meeting was held to discuss how this objective could be achieved (DFAT 2011a). 
By March 2011, however, the Director General of the WTO expressed concern that WTO members risked failing to deliver a breakthrough needed in the negotiations in order to conclude the Doha Round in 2011 (WTO 2011a). The Director General stated that the breadth of differences on a number of issues prevented revised draft texts being produced for consideration by WTO members. 

In April 2011 at a meeting of the Trade Negotiations Committee, the Director General warned WTO Members that the Round is on the brink of failure (WTO 2011b). It was noted at the meeting that the cost of failure would be the lost opportunity of boosting trade and development, increased protectionism and erosion of faith in the multilateral trading system. The Director General therefore urged Members to begin a process of serious, active reflection and has launched a process of consultations on the way forward for the Round. 

Preferential trade agreements

Since the formation of the GATT, development of Australia’s international trading relations has mainly been undertaken on a most-favoured-nation (MFN) basis within the multilateral GATT/WTO framework. In addition, Australia has also negotiated and maintained bilateral and regional trade agreements which provide preferential market access, on a bilateral basis, between Australia and the relatively small number of agreement partners (see PC 2010a). In addition to providing tariff preferences on trade in goods and liberalisation of trade in services, these agreements cover other areas such as intellectual property, government procurement and investment.
 Australia is also a member of the Asia-Pacific Economic Cooperation (APEC) group, which includes amongst its objectives the promotion of free and open trade and investment, the acceleration of regional economic integration and the encouragement of economic and technical cooperation (APEC 2011). 
Further bilateral arrangements are currently being pursued with China, Japan, Malaysia and Korea. In addition:

· Indonesia and Australia agreed in November 2010 to commence the negotiation of an Indonesia-Australia Comprehensive Economic Partnership Agreement (IA-CEPA) (DFAT 2011c) which is intended to cover, amongst other things, economic cooperation, trade and investment; and 

· In May 2011, the Australian Minister for Trade and the Indian Minister for Commence and Industry announced the commencement of negotiations towards a Free Trade Agreement (FTA) between Australia and India. A primary aim of the agreement is to achieve greater economic integration between the two countries (Emerson 2011a). 
As well as these bilateral arrangements, the Australian Government is pursuing a proposed Pacific Agreement on Closer Economic Relations (PACER) Plus agreement with Pacific Islands Forum members and a proposed Trans-Pacific Partnership (TPP) Agreement that would expand on the current Trans-Pacific Strategic Economic Partnership Agreement.
 

Economic integration of Australia and New Zealand

During the year a number of measures were announced to further the integration of the Australian and New Zealand economies under the Closer Economic Relations agreement (box 
5.1). 

Under bilateral arrangements, the customs services of each nation have a joint charter to identify and pursue opportunities to streamline trans-Tasman trade. Under these arrangements, the Australian Customs and Border Protection Service and the New Zealand Customs Service undertook a joint study to assess the performance of the import and export clearance processes of each country (Australian Government 2010b). The joint study used the time release study methodology developed by the World Customs Organization(WCO 2002). 
Do not delete this return as it gives space between the box and what precedes it.
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Trans-Tasman economic integration

	In February 2011, the Prime Ministers of Australia and New Zealand announced the signing of the Closer Economic Relations Investment Protocol (Gillard 2011e). Under this protocol, Australia will increase the threshold under which New Zealand investment will not require foreign investment screening from $231 million to just over $1 billion — the same threshold level applying to investors from the United States for access to the Australian investment market. Australian investors will receive a screening threshold to the New Zealand investment market of NZ$477 million, up from NZ$100 million (FIRB 2011). The new screening thresholds are intended to reduce compliance costs for investors through a reduction in application preparation costs and fees. 
In a joint statement, the Prime Ministers of Australia and New Zealand, in addition to recognising the new investment protocol, also:
· committed to work towards establishing a joint patents examination system, more competitive mobile roaming charges and accelerated cooperation on joint trade and investment initiatives; 
· reiterated a commitment to maintaining the free flow of people between Australia and New Zealand; and 
· welcomed the positive steps aimed at making travel across the Tasman a domestic-like experience, including the roll-out of SmartGate and joint studies looking at further improvements to trans-Tasman travel (Gillard 2011f).
The Prime Ministers also noted the recent decision by the Council of Australian Governments to invite New Zealand to be a member of relevant standing councils, select councils and legislative and governance forums in the reformed ministerial council system. The Prime Ministers further noted on-going involvement of New Zealand in COAG's Business Regulation and Competition Working Group (BRCWG). 

	

	


The findings of the study included:

· that overall clearance performance is high on both sides of the Tasman for imports and exports; 
· trans-Tasman trade is processed in Australia and New Zealand faster than trade between Australia and New Zealand and other countries; 
· there is a positive correlation between the provision of advance information and the early release and clearance of cargo by the border authorities; 

· larger traders achieved earlier clearance from biosecurity and food safety authorities; and

· differences remain between trans-Tasman border systems in areas of reporting, revenue and payment requirements, and the management of release and clearance. 

The study also found that there were opportunities for further improvement in clearance performance in trans-Tasman trade including through: advance reporting, regulatory and data harmonisation, information to SME traders, and risk and performance management. 

In December 2009, the Productivity Commission released a research report into regulatory burdens imposed on businesses by food safety regulations — Performance Benchmarking of Australia and New Zealand Business Regulation: Food Safety (PC 2009c). The Commission found that although there are many similarities in the regulations and their application in Australia and New Zealand, there are a number of areas where there are procedural and cost differences. For instance, New Zealand has more consistency in its primary production food safety standards and their implementation than does Australia. On the other hand, New Zealand hygiene standards for consumer food safety are much more prescriptive than Australia’s standards. The study also found Australia’s charges for internationally traded food are generally higher, and its fee structure more complex than in New Zealand.
WTO Trade Policy Review of Australia
In April 2011, the WTO Secretariat submitted its report on Australia’s trade policies and practices after a review meeting among WTO members. The chairperson’s concluding remarks from the meeting highlighted many positives acknowledged by WTO members regarding Australia’s trade policies and practices, including, among other things, Australia’s role as a catalyst for unilateral reforms and Australia’s efforts in promoting open markets through multilateral, regional and bilateral trade initiatives (WTO 2011c). WTO members also identified a number of policies and practices that they considered could be improved, including:

· Australia’s strict sanitary and phytosanitary (SPS) requirements and the absence of a cost-benefit approach; 

· remaining foreign investment restrictions in sensitive sectors; 

· the use of government procurement as an instrument of industry policy, mostly at the state and territory level of government; and 

· Australia’s anti-dumping and countervailing duty system. 
Productivity Commission Review of Bilateral and Regional Trade Agreements

In November 2009, the Productivity Commission was requested to report on the impact of bilateral and regional trade agreements on trade and investment barriers and, more generally, on Australia’s trade and economic performance (Crean and Sherry 2009). 

The Commission reported in November 2010 (PC 2010b). It found that the increase in national income from preferential trade agreements is likely to be modest and that domestic economic reform offers relatively larger economic benefits. The Commission also concluded that domestic reforms should not be delayed to retain ‘bargaining coin’ for trade negotiations. 

The Commission also made ten recommendations to help ensure that further bilateral and regional agreements entered into by Australia are in its best interests. Among other things, the Commission recommended that:

· bilateral and regional agreements should only be pursued where they are likely to afford significant net economic benefits and be more cost effective than other options for reducing barriers to trade and investment; 

· as far as practical, discriminatory terms and conditions should be avoided in favour of non-discriminatory (most favoured nation) provisions; 

· agreements should not include matters that would serve to increase barriers to trade, raise costs or affect established social policies without comprehensive reviews of the implications and available options for change. 

The Commission also made a number of recommendations aimed at improving processes for assessing and prioritising prospective agreements, and at streamlining regulations which underpin agreements (particularly in relation to rules of origin). 

As part of its April 2011 Trade Policy Statement, the Australian Government responded to the Commission’s final report and recommendations. The Government endorsed the broad approach and agreed to nine of the ten recommendations. The Government did not agree in full with the recommendation to improve the scrutiny of potential impacts of prospective trade agreements (recommendation 5), particularly in relation to the provision of independent and transparent assessments of the final text of an agreement, at the conclusion of negotiations. The Government stated that agreements would be presented to the Joint Standing Committee on Treaties for consideration, prior to ratification by the Government.
 

Australian Government’s Trade Policy Statement

In April 2011, the Australian Government released a Trade Policy Statement outlining its commitment to free trade as a pathway to improved employment prospects and economic prosperity in Australia (Emerson 2011b). The Government’s trade strategy announced in that Policy Statement adopts five main principles:

· the pursuit of ongoing unilateral trade-related economic reform without waiting for other countries to reform their trade policies; 

· non-discrimination among countries in trade negotiations; 
· foreign policy considerations should not override trade policy; 

· transparency in free trade negotiations; and

· the seamless execution of trade policy and wider economic reform (Emerson 2011b). 

To pursue these principles, the Government also announced a set of disciplines that would govern the negotiation and content of international trade agreements, namely: 

· multilateral agreements offer the largest benefits; 
· bilateral and regional agreements must not weaken the multilateral system; 

· Australia will not seek to entrench preferential access to markets in trade negotiations, simply an opportunity to compete on terms as favourable as other nations; and
· the Australian public is to be informed about trade negotiations and to have an opportunity for input (Emerson 2011b). 
The Government also announced its intention to press ahead with trade-related economic reform irrespective of other country’s reform policies. 
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Dispute settlement in the global trading system

Dispute settlement is central to the multilateral trading system under the WTO to help make the global trading system more secure and predictable. The arrangements are the responsibility of the Dispute Settlement Body (DSB) and are based on clearly-defined rules, with specified timetables for completing a case. The first rulings of a case are made by a panel. Appeals are heard by three members of a permanent seven-member Appellate Body established under the Understanding on Rules and Procedures Governing the Settlement of Disputes (DSU). An appeal can uphold, modify or reverse the panel’s legal findings and conclusions. A panel’s rulings, as varied through an appeal, are endorsed (or rejected) by the WTO’s full membership. Since the WTO’s inception in 1995, 424 disputes have been initiated under the dispute settlement system (WTO 2011d). 
Complaints initiated by Australia

Australia has been a complainant in seven cases since the commencement of the WTO in 1995. Australia has successfully litigated five WTO complaints through the full process of the DSU.
Australia successfully brought two complaints against the European Community regarding export subsidies for its sugar sector, and the protection of trademarks and the registration and protection of geographical indications for foodstuffs and agricultural products in the European Community. 
Australia also: 
· took successful action against the United States on a safeguard measure imposed on imports of lamb, and on an issue regarding the Continued Dumping and Subsidy Offset Act of 2000;
 and 
· successfully challenged Korea‘s regulatory scheme which discriminated against imported beef. 
Two of the disputes have been resolved through mutual agreement (WTO 2011d). Australia’s complaint against Hungary for providing subsidies in respect of agricultural products not specified in its Schedule, and providing agricultural export subsidies in excess of its commitment levels, was resolved through a mutually agreed settlement in 1997. Likewise, Australia’s complaint against India’s quantitative restrictions on imports of agricultural, textile and industrial products was settled by mutual agreement in 1998. 
In addition to initiating actions, Australia has appeared as a third party in 55 disputes between other WTO Members. In each case Australia has had a systemic or legal interest. 
Complaints against Australia
Ten complaints have been lodged against Australia since the commencement of the WTO in 1995 (WTO 2011d). Six cases relate to agricultural and food products — salmon, beef, pineapples, fresh fruit and vegetables and apples. The United States has made the most complaints (four), of which three related to leather products. 

Seven of the ten cases have been resolved — two were upheld by the WTO, and the others resolved by mutual agreement. Of the three cases outstanding, the two complaints by the Philippines relating to imports of fresh food, vegetable and pineapples date from 2002. The remaining case concerns measures affecting imports of apples from New Zealand. In November 2010 the WTO ruled that Australia’s current biosecurity measures to protect Australian apples from imported diseases were not based on a proper risk assessment and therefore were inconsistent with parts of the Sanitary and Phytosanitary Measures (SPS) agreement. This followed an appeal by New Zealand against the ban on the export of its apples to Australia (WTO 2011e). 
Subsequently, the Australian Government Minister for Agriculture, Fisheries and Forestry announced that the Government had noted the WTO Appellate Body’s decision in favour of New Zealand and that it would accept the WTO ruling and proceed with a science-based review of the import risk analysis for New Zealand apples (Ludwig 2010d). The Government stated that no trade in New Zealand apples could occur until quarantine measures that appropriately protect Australia and agricultural producers have been determined. The review is being conducted by Biosecurity Australia. A draft report of the science-based review was released for public comment in early May 2011. 
In January 2011, Australia and New Zealand informed the Dispute Settlement Body (DSB) that they would implement the Appellate Body’s recommendations and rulings by 17 August 2011 (WTO 2011e). 
�	The coverage of merchandise trade by WTO members, as reported by the WTO, varies from year to year. In more recent years, the WTO has reported that member countries account for 90 per cent and above of world merchandise trade. 


�	Australia’s preferential trade agreements in force are with New Zealand, the South Pacific Forum Island countries, Papua New Guinea, Canada, Singapore, Thailand; the United States; Chile and a regional agreement with ASEAN and New Zealand (DFAT 2011b). 


�	The current agreement is between Brunei Darussalam, Chile, New Zealand and Singapore, and entered into force in 2006. Australia, Peru, the United States and Vietnam joined negotiations for an expanded agreement in March 2010.


�	The Joint Standing Committee on Treaties was established in 1996 by the Commonwealth Parliament. Its role is to review and report on all treaty actions proposed by the Government before action is taken that binds Australia to the terms of the treaty. 


�	The Act authorised the US Government to distribute the anti-dumping and anti-subsidies to the US companies that brought forward the cases.
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