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About Australian Industry Group 

The Australian Industry Group (Ai Group) is a peak industry association in Australia which along with 

its affiliates represents the interests of more than 60,000 businesses in an expanding range of 

sectors including: manufacturing; engineering; construction; automotive; food; transport; 

information technology; telecommunications; call centres; labour hire; printing; defence; mining 

equipment and supplies; airlines; and other industries. The businesses which we represent employ 

more than one million people. Ai Group members operate small, medium and large businesses 

across a range of industries. Ai Group is closely affiliated with more than 50 other employer groups 

in Australia alone and directly manages a number of those organisations.  

 

Australian Industry Group contact for this submission 

Louise McGrath – National Manager Business and International Advisory Services  
Ph: 03 9867 0158 
Email: louise.mcgrath@aigroup.com.au 
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We welcome this opportunity to provide our input into the Inquiry into the ratification of the TPP-

11. Given the substantial investment that the Government has committed to negotiating and 

implementing FTAs the aim should always be to provide a net benefit to Australian companies, and 

while much attention is given to exporters, the benefits of FTAs should be recognised and enjoyed 

by Australian importers, exporters and Australian investors offshore as well as the community as a 

whole. This is the forgotten piece in the FTA equation.  

Ai Group welcomes the Comprehensive and Progressive Agreement for Trans-Pacific Partnership 

(TPP-11). This agreement has the potential to transform Australian industry’s engagement across 

the Pacific.  

The real benefits of this agreement lie in the impetus it gives our trading partners to undertake the 

structural reforms that Australia has in the main already undertaken. The TPP will provide Australian 

companies with a guaranteed set of rules in which to operate throughout the region and protect 

Australian interests. Perhaps we won’t see the true benefit until an Australian company needs to 

rely on those rules to protect their interests. 

This demonstrates the true value of multilateral agreements over bilateral agreements. While the 

former are more complex and take longer to negotiate and implement, the benefits of having a 

group of economies agree on a single set of rules has multiplier effect.  

A significant amount of global trade now consists of goods that are inputs into Global Value Chains 

(GVC), which is why multi-lateral agreements such as the TPP are highly valued among 

manufacturers with an international focus. While many Australian companies are already well 

entrenched in major GVCs, they will appreciate the competitive advantage that the elimination of 

all industrial tariffs will give them over competitors.  

When Australian companies are able to compete on quality and innovation rather than price, they 

invariably succeed.  

The TPP covers a region that is rich in mineral resources. Australian mining, engineering, technology 

and services companies have long used their comparative advantages in this sector to invest, export 

and form strategic partnerships across the TPP membership. We hope that the TPP will reduce the 

political risk of operating in some of these markets and will protect Australian interests abroad 

through the provisions of the Investor State Dispute Settlement rules.   

Provisions within the agreement to make it easier for companies to transport tools of trade across 

the region in the delivery of services will also support the efforts of Australian Services exporters in 

these industries.  

Australian Industry was promised a modern agreement in the TPP and we are also pleased to see 

guaranteed commitments for e-commerce and cloud computing, ensuring that this is an agreement 

for the 21st century. As our manufacturing sector recognises the opportunities of Industry 4.0 and 

the internet of things protection of the free flow of data across borders will be essential for the 

future of the Australian manufacturing sector.   
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Importantly, for the first time in a trade agreement, TPP-11 countries will guarantee the free flow 

of data across borders for service suppliers and investors as part of their business activity. This 

‘movement of information’ or ‘data flow’ is relevant to all kinds of Australian businesses - from a 

manufacturer with offshore sales offices and online order systems to a telecommunications 

company providing data management services to businesses across a number of TPP-11 markets. 

Worldwide data flows are the railways of the future and as such their value lies not in the country 

that holds the data but rather in how far that data can stretch across the globe.   

Benefits of Trade Facilitation Rules in TPP-11 

Global value chains have become more important in the 21st century. Global trade is no longer 

characterised by the import/export from one country to another of raw materials and finished 

manufactured products, but rather vast webs of trade in intermediate products, across different 

sectors, and often involving numerous countries, business trips and data exchanges. Recent 

estimates show that 60% of global commerce involves intermediate products, and 30% of the total 

is conducted between affiliates of the same multinational corporation1. This raises the importance 

of trade transaction costs including burdensome border administration which increase the costs of 

trade, particularly where products must travel through numerous countries before the final good 

can be sold. Chapter 5 of the TPP-11 seeks to enhance trade facilitation and custom procedures in 

a manner that is predictable, consistent and transparent. Broadly defined, trade facilitation is any 

measure that contributes to lowering trade transaction costs and creating standard efficiencies. 

There are numerous costs to inaction on trade facilitation including the: 

• direct and administrative costs to traders;  

• direct administrative cost to governments;  

• time lost, which results in higher working capital needs; and 

• uncertainty. 

“The TPP has been modelled - the Peterson Institute for International Economics (PIIE) has calculated 

that TPP-11 will lead to an increase in Australia's national income by 0.5 per cent by 20302.  

However, modelling, including of the kind done by the PIIE, understates the potential benefits of the 

TPP-11 because it is mainly focussed on tariff reductions. Modelling the impacts of other aspects of 

the TPP-11, such as services market access, improved customs procedures, enhanced investment 

conditions and rules on transparency, are very difficult.” – Department of Foreign Affairs and Trade 

Among the many ways to enable trade, reforming border administration requires relatively little 

money and can be done quickly. Unlike tariffs, which do provide revenue for governments, all the 

resources spent on overcoming administrative barriers are lost. According to Zaki’s (2014) 

                                                 
1 Gary Hufbauer, Martin Vieiro, John Wilson, “Trade facilitation matters!”, VOX CEPR’s Policy Portal, available 

at: 

https://voxeu.org/article/trade-facilitation-matters  

2 Available at: https://piie.com/publications/working-papers/going-it-alone-asia-pacific-regional-trade-

agreements-without-united  

https://voxeu.org/article/trade-facilitation-matters
https://piie.com/publications/working-papers/going-it-alone-asia-pacific-regional-trade-agreements-without-united
https://piie.com/publications/working-papers/going-it-alone-asia-pacific-regional-trade-agreements-without-united
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estimates halving trade facilitation costs could deliver nearly ten times the benefit of halving 

tariffs.  

Table 1: Estimates of the gain by 2020 brought about by improved trade facilitation 

 

  

Trade Facilitation: TPP-11 

Burden of customs procedure measures business executives' perceptions of their country's 

efficiency of customs procedures with a rating ranging from 1 to 7, where a higher score indicates 

greater efficiency. Among TPP-11 nations, Singapore had the highest score in 2017 with 6.2 points. 

Australia was tied with Malaysia in third sport with a score of 5.2 points and Vietnam had the lowest 

score with 3.6 points. 
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Chart 1: Burden of customs procedures in TPP-11 nations, 2017 

 

Note: Score for Brunei not available. 

Source: WEF, Global Competitiveness Report, 2017 

Chapter 5 of the TPP-11 outlines that each country shall adopt or maintain expedited custom 

procedures for express shipments while maintaining appropriate customs control and selection. In 

terms of hours, border compliance across TPP-11 nations ranges from 2 hours in Canada to 72 hours 

in Malaysia. With the exception of Canada (see chart 2), the difference in border compliance across 

TPP-11 nations is relatively small. The large discrepancies between TPP-11 nations for compliance 

are related to documentary compliance. Importing into Brunei requires 140 hours of documentary 

compliance work whereas, in Australia the same measure is only 4 hours and is 1 hour in New 

Zealand and Canada. Expediting custom procedures in countries such as Peru, Brunei, Vietnam and 

Chile will reduce trade transaction costs for Australian exporters while possibly improving custom 

procedures for Australian businesses that import. 
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Chart 2: Import compliance by hours in TPP-11 nations, 2016 

 

Source: World Bank, World Development Indicators, 2016 

Chart 3: Import compliance by Cost in TPP-11 nations, 2016 

 

Source: World Bank, World Development Indicators, 2016 
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Governments negotiate FTAs, but it is left to businesses to implement them.  

Our experience with some FTAs has been that non-tariff barriers have increased post ratification, 

negating the benefits of tariff reductions and market access. We are pleased to see that negotiators 

have taken the pragmatic steps to include mechanisms to address non-tariff barriers within the 

agreement, ensuring that it is a dynamic and practical tool for ongoing trade access.  

Which is why the Government’s work does not end at the conclusion of negotiations, nor does it 

end when the agreement is signed or ratified. In order to ensure that businesses gain full advantage 

of FTAs and the broader community understands and supports free trade, it is essential that the 

whole of government works together to support Australian businesses to take advantage of new 

opportunities, and remain competitive in the face of new threats. 

 

Recommendations:  
● That DFAT’s new FTA outreach service includes staff with Customs expertise to assist 

companies with classification and rules of origin. 

● That DFAT’s new FTA outreach service collects information on non-tariff measures that can 

be addressed under the arrangements of TPP 

● That DFAT dedicate resources to educating Austrade and State Government front line trade 

facilitation staff in the provisions of the TPP review body and actively seek input for issues 

to address.   

● That Austrade receive more funding to expand the existing TradeStart footprint – to ensure 

that SME’s are better supported to compete in international markets 

● That the Department of Industry, Innovation and Science ensure that its business support 

programs are focussed on increasing the international competitiveness of Australian 

companies.  

 

Ai Group makes these recommendations because we would like to see a reduction to the barriers 

for participation and an increased awareness of the benefits of the TPP among all Australian 

businesses: Exporters: Importers and Australian Investors.  
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