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OCEANIA
AUSTRALIA and the Global Crisis
The financial crisis occurred at the end of the 2008, saw a global slowdown in economic
growth and international trade. A significant shock affected the international trade flows
caused by a wide collapse in global demand; the foreign and internal investments were
stopped by the shortage of capital funds; the labour market all over the world was
characterized by unemployment due by discharges, especially, in the industry and in Third
sector; the world was involved in a remarkable economic recession. Australia in this difficult
economic scenario has showed production solidity and economic independence: “it has been
the only advanced economy to avoid two consecutive quarters of negative growth in real
GDP”1. Moreover, the Australian economic upswing has proved by current forecasts that
demonstrated a slow GDP growth of 0.5% already in 2010 followed by a growing trend of
3.25% starting from 20112.
In terms of labour market, the Australian situation presents a momentary growth arrest, but
has not started to fall in notably in absolute term. We must consider, in addition, that
Australia still remains a labour market with an unexplored potential in term of occupations
and work opportunities. If we analyze the occupation upswing over six months to May, we
can find a significant increase in retail and hospitality employment (respectively +15.3K and
+10.1K), as well as in the government dominated sectors such as health (+49.3K), public
administration (+28.2K) and arts and recreation (+15.7K). This helped to offset sharp
employment and falls in industries and more exposed to weak global demand, commodity
price and lower business discretionary spending.
1
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It stands to reason the Australian economic pattern is deeply rooted in the primary
Production and the trade, consequently, plays a central role in the economic equilibrium of
the country. It is evident that at the beginning of the economical crisis the demand reduction
of the primary imports damaged the production decreasing the economic development and
caused the sharp depreciation of the A$ in late 2009 and businesses running down
inventories. “The exports volumes fell a total of 14.6% in the past two quarters, adding a total
of 3.5ppt to growth”3. Australia is strongly orientated towards Asia; 61% of exports (nearly
entirely prime material and farm products) are sent to Asian countries, while destinations in
the U.S. and Europe represent less than 20% of the total. Australia exports, indeed, have
been affected by the growth of China and India as major markets, while there has been an
almost complete stagnation of Australian exports in United States. “Although the major
clients in the financial year 2006-2007, were Japan with 32.6 billion dollars and a quota now
of 19.4% which is in a continuous decrease (19.8% in the year 2006, 11.6% in 2005), the
European Union with 21.8 billion and a quota of 13% (18.8 billion and 12.3%), the ASEAN
countries with 19 billion dollars and a quota of 11.3% (16.9 billion and 11.5% in 2006),
followed by South Korea with 7.8% (7.5% in 2005), India with 6% (4.8% in 2005) that over
took the United States at 6.1% in 2005 and 5.8% in 2006. The situation is different in regard
to imports, half of which come from Asia and a third from Europe and United States. The
European Union is the first indisputable supplier in the financial year of 2006-2007, with 39
billion dollars and market quote of 21.5% in growth in comparison with the written value for
the year 2006 (20.7%), followed by the ASEAN countries with 34.9 billion and a quote of
19.3% (33.2 billion and 20% in 2006), China with 15.1% (14.5%), United States with 13.8%
(13.9%), Japan 9.6% (9.8%). It is important to note that the imports from China continue to
grow at very high rate (+17% in the considered period), over-taking the United States
considerably as major supplier for Australia. Although between Australia and USA here
remains a strong Free Trade Agreement.
The foreign capital flows invested in the area momentarily reduced in consequence of the
financial crisis and the mistrust of the investors. Although that, Australia continues to be an
interesting area with a great profitable potentialities. The Foreign Investment Review Board,
the organ that examines proposals made by foreign interests for direct investment in
Australia and makes recommendations to the government, wants to limit investments into
start-up projects to under 50 percent, the Australian Financial Review reported. That shows
that Australia attracted massive funds of capitals.
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The United Kingdom States and United States remain Australia’s largest sources of foreign
investment. In recent years, there has been an increase in capital inflows from Asia, which
reflects Australia’s closer ties to the economies of the fast-growing region. Australia’s strong
and stable economy and well-managed companies make it a highly attractive location for
foreign investment. “At the end of 2008, the United Kingdom accounted for 24.8% of
Australia’s total foreign investment, while the United States contributed 24.3%. Among major
investors, Korea, China, Singapore, Switzerland, Malaysia, Hong Kong SAR and Japan have
recorded the fastest growth of foreign investment in Australia in the last three years. The
United States and the United Kingdom also controlled 24.3% and 15.4%, respectively, of the
total foreign direct investment (FDI) in Australia”4. FDI indicates the intention of the investor
to form a long-term relationship, where the investor has the capacity to significantly influence
the management of the investment. Japan, Hong Kong SAR and Singapore are the major
sources of Asian foreign investment in Australia. The European Union accounted for one
third of Australia’s stock of foreign investment at the end of 2008. Besides the United
Kingdom, other European countries with significant investment interests in Australia include
Switzerland, Germany, the Netherlands, France and Belgium.
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THE SOUTH PACIFIC AND EAST TIMOR
Many South Pacific island states and East Timor will continue to be beset to some degree by
economic stagnation and political and social instability. Weak governance, crime and social
challenges will continue to jeopardise economic development and community resilience,
against a background of climate change (to which many of these states are vulnerable) and
more frequent natural disasters.
Papua New Guinea’s long-term prospects are enhanced by its significant resources and
relatively large population and land area. But it faces huge challenges, including very high
unemployment, criminality and rates of HIV/AIDS. Many of Papua New Guinea’s basic social
and economic indicators are declining from already low base. Major efforts required to build
and maintain basic infrastructure, improve law and order, and improve education and health
standards.
East Timor is likely to remain, for some time, challenged by significant hurdles to progress in
political, security and social reform, as well as difficulties in ensuring food security, adequate
infrastructure and employment. Enduring cultural and political divisions will create the
conditions for potential periodic outbreaks of violence.
Solomond islands will continue to face significant political, social, economic and security
challenges.
Fiji, which has the resources and population base to be the most self-sufficient of the island
states, is plagued by a military that illegally interferes in the democratic process. This has
had serious consequences for living standards, economic prospects and the rule of law5.
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ASEAN - history

The Association of Southeast Asian Nations, commonly abbreviated ASEAN is a geo-political
and economic organization of 10 countries located in Southeast Asia, which was formed on 8
August 1967 by Indonesia, Malaysia, the Philippines, Singapore and Thailand. Membership
has later expanded to include Brunei, Burma (Myanmar), Cambodia, Laos, and Vietnam. Its
aims include the acceleration of economic growth, social progress, cultural development
among its members, the protection of the peace and stability of the region, and to provide
opportunities for member countries to discuss differences peacefully.
In 2005, the bloc spanned over an area of 4.46 million km2 with a combined GDP
(Nominal/PPP) of about USD$896.5 billions growing at an average rate of around 5.6% per
annum.
ASEAN was preceded by an organization called the Association of Southeast Asia,
commonly called ASA, an alliance consisting of the Philippines, Malaysia and Thailand,
formed in 1961. ASEAN was established on 8 August 1967, when foreign ministers of these
countries and of Indonesia and Singapore met at the Thai Department of Foreign Affairs
building in Bangkok and signed the ASEAN Declaration, more commonly known as the
Bangkok Declaration. Adam Malik of Indonesia, Narciso Ramos of the Philippines, Abdul
Razak of Malaysia, S. Rajaratnam of Singapore, and Thanat Khoman of Thailand are so
considered the organization'
s Founding Fathers.
The motivations for the birth of ASEAN were the desire for a stable external environment (so
that its members’ governing elite could concentrate on nation building), the common fear of
communism, the reduced faith in or mistrust of external powers in the 1960s, as well as the
aspiration for national economic development; not to mention Indonesia’s ambition to
become a regional hegemon through regional cooperation and the hope on the part of
Malaysia and Singapore to constrain Indonesia and bring it into a more cooperative
framework. ASEAN countries have subscribed in 2003 to the notion of democratic peace,
which means all members believe democratic processes will promote regional peace and
8

stability. But unlike the European Union, “ASEAN was designed to serve nationalism”. In
2006, ASEAN was given “dialogue partner” status at the United Nations. Furthermore, it
signed a formal request for membership and expected the accession process to last at least
5 years before it become a full-member.
ASEAN focused on the “three pillars” of security, sociocultural and economic integration. The
regional grouping has made the most progress in economic integration, aiming to create an
ASEAN Economic Community (AEC) by 2015. The AEC would have a combined population
of over 560 million and total trade exceeding US$ 1,400 billion.
The foundation of the AEC is the ASEAN Free Trade Area (AFTA), a common external
preferential tariff scheme to promote the free flow of goods within ASEAN. The ASEAN Free
Trade Area (AFTA) is an agreement by the member nations of ASEAN concerning local
manufacturing in all ASEAN countries. The AFTA agreement was signed on 28 January
1992 in Singapore, when ASEAN had six members, namely, Brunei, Indonesia, Malaysia, the
Philippines, Singapore and Thailand. Vietnam joined in 1995, Laos and Myanmar in 1997,
and Cambodia in 1999. The latecomers have not fully met the AFTA'
s obligations, but they
are officially considered part of the AFTA as they were required to sign the agreement upon
entry into ASEAN, and were given longer time frames in which to meet AFTA'
s tariff
reduction obligations.
The ASEAN Comprehensive Investment Area (ACIA) will encourage the free flow of
investment within ASEAN. The main principles of the ACIA are as follows:
“All industries are to be opened up for investment, with exclusions to be phased out
according to schedules”
“National treatment is granted immediately to ASEAN investors with few exclusions “
“Elimination of investment impediments “
“Streamlining of investment process and procedures”
“Enhancing transparency”
“Undertaking investment facilitation measures”
Full realisation of the ACIA with the removal of temporary exclusion lists in manufacturing
agriculture, fisheries, forestry and mining is scheduled by 2010 for most ASEAN members
and by 2015 for the CLMV (Cambodia, Lao PDR, Myanmar, and Vietnam) countries.
ASEAN has concluded free trade agreements with China, Korea, Japan, Australia, New
Zealand and most recently India. In addition, it is currently negotiating free trade agreement
with the European Union. Taiwan has also expressed interest in an agreement with ASEAN
but needs to overcome diplomatic objections from China.

9

On 15 December 2008 the members of ASEAN met in the Indonesian capital of Jakarta to
launch a charter, signed in November 2007, with the aim of moving closer to "an EU-style
community".The charter turns ASEAN into a legal entity and aims to create a single freetrade area for the region encompassing 500 million people6. "The fundamental principles
include:
respect for the independence, sovereignty, equality, territorial integrity and national identity of
all ASEAN Member States; b) shared commitment and collective responsibility in enhancing
regional peace, security and prosperity; c) renunciation of aggression and of the threat or use
of force or other actions in any manner inconsistent with international law; d) reliance on
peaceful settlement of disputes; e) non-interference in the internal affairs of ASEAN Member
States; f) respect for the right of every Member State to lead its national existence free from
external interference, subversion and coercion; g) enhanced consultations on matters
seriously affecting the common interest of ASEAN; h) adherence to the rule of law, good
governance, the principles of democracy and constitutional government; i) respect for
fundamental freedoms, the promotion and protection of human rights, and the promotion of
social justice; j) upholding the United Nations Charter and international law, including
international humanitarian law, subscribed to by ASEAN Member States; k) abstention from
participation in any policy or activity, including the use of its territory, pursued by any ASEAN
Member State or non-ASEAN State or any non-State actor, which threatens the sovereignty,
territorial integrity or political and economic stability of ASEAN Member States; l) respect for
the different cultures, languages and religions of the peoples of ASEAN, while emphasising
their common values in the spirit of unity in diversity; m) the centrality of ASEAN in external
political, economic, social and cultural relations while remaining actively engaged, outwardlooking, inclusive and non-discriminatory; and n) adherence to multilateral trade rules and
ASEAN'
s rules-based regimes for effective implementation of economic commitments and
progressive reduction towards elimination of all barriers to regional economic integration, in a
market-driven economy".

6

President of Indonesia Susilo Bambang Yudhoyono stated that "This is a momentous development when
ASEAN is consolidating, integrating and transforming itself into a community. It is achieved while ASEAN seeks
a more vigorous role in Asian and global affairs at a time when the international system is experiencing a
seismic shift," he added, referring to climate change and economic upheaval. Southeast Asia is no longer the
bitterly divided, war-torn region it was in the 1960s and 1970s."
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ASEAN 10 Members: the political, economic
and international situation
Indonesia

Indonesia is the world'
s third largest democracy, with the largest Muslim population in the
world. The population is estimated to be 235.8 million (the fourth most populous country in
the world). Indonesia is also the world'
s largest archipelago with approximately 18,000
islands spanning the equator and three time zones. It is ethnically diverse, with around 360
languages spoken7.
Indonesia'
s political system is a constitutional democracy. The post-independence political
landscape has been dominated by Presidents Sukarno(1949-66) and Suharto(1967-98). The
Sukarno years were marked by political instability, economic decline and the dismantling of
Indonesia'
s first parliamentary democracy. Sukarno'
s leadership ended in an armed coup in
September 1965 in which Major General Suharto rose to power and formally assumed the
Presidency in March 1967. Economic development, political stability and close relations
marked President Suharto’s rule from 1967-98 with the West. The president is now elected in
a general election every five years (until 2004 the president was elected by the MPR). The
legislature is made up of two bodies: the House of Representatives (DPR) and the Regional
Representatives'Assembly (DPD), mandated to deal with regional affairs. The supreme
constitutional body is the People'
s Consultative Assembly (MPR), consisting of both the DPR
and DPD sitting together. The MPR is the final arbiter - after Parliament and the
Constitutional Court - of constitutional amendments and impeachment proceedings. It sat
frequently until 2004, but is now expected to sit only once during a presidential term unless
the nation is confronted by a major political crisis. Current President Yudhoyono faces similar
challenges to those that confronted his predecessors in the post-Suharto era. The need to
7
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address corruption, inadequate FDI flows, unemployment/underemployment and legal reform
are priorities for his Government. The main ideological strands in Indonesian politics are
secular/nationalist and religious. The former has always been in the ascendancy and is for
the most part supported by the main Muslim organisations, which guardedly accept the
principle of a state that does not privilege one particular religion. Indonesia'
s own version of a
secular-oriented ideology is "Pancasila" (designed by the nation'
s first president, Sukarno)
which among other things requires belief in a single god but pointedly does not tie that belief
to a specific religion. Since independence, Pancasila has been a sore point for the Islamist
minority, who seek at the very least some form of constitutional requirement for the state to
enforce Islamic principles on its Muslim population.
The Indonesian economy grew less dependent on oil and agriculture during the Suharto New
Order. The severe contraction of Indonesia'
s economy at the time of the 1997 Asian financial
crisis, however, highlighted the shortcomings of the New Order economic model
(increasingly wasteful use of foreign investment, declining international competitiveness).
Indonesia has found it easier to withstand the slump because its growth depends much less
on trade than on domestic household consumption: exports are equivalent to only about 25%
of GDP, compared with over 100% in Malaysia in 2008. Indonesia'
s GDP contracted by 13%
in 1998. GDP per capita in 2000 was US$671, well down on the 1996 level of US$1,150. The
economy has shown signs of recovery more recently, and GDP per capita (PPP) was
estimated at US$3,600 in 2007. Economic growth has gradually increased from 3.3% in 2001
(led by the export sector) to 6.3% in 2007; the figure for 2008 is estimated to be about 6.1%.
Services (which represent 42% of GDP), manufacturing (28%), agriculture (15%) and mining
(9%) account for most of the origins of Indonesia'
s GDP.
Japan, ASEAN countries (especially Singapore), the United States, the EU and Australia are
important export markets and sources of investment for Indonesia. Indonesia'
s economy is
reasonably well integrated into international markets, with exports equivalent to 25% of GDP.
Indonesia is a capital importing country. Foreign investment declined sharply after the 1997
financial crisis, but has shown some signs of recovery since 2007.
Despite improved macroeconomic conditions, prospects for a sustained high level of
economic growth will depend to a large extent on the pace of critical economic reforms.
The Investment Law passed by the Parliament in early 2007 is seen as a crucial step in
stimulating renewed investor interest. Indonesia operates a relatively open economy, but
non-tariff barriers (NTBs) remain an impediment to trade.
Indonesia has made remarkable gains in the past decade. It has managed a successful
transition to multiparty democracy, embarked on the long journey of economic reform, and
12

proven to be a strong partner in the fight against terrorism. It is likely that these positive
trends will continue, and that Indonesia will continue to evolve as a stable democratic state
with improved social cohesion. As the largest country in Southeast Asia, it will continue to
play a crucial role in the Association of Southeast Asia Nations, while also seeking other
avenues to play a constructive role more broadly in global affairs.
There are, however, four big reasons for optimism8. The first is demographic. Over the next
few years, thanks to a combination of a young population and a falling birth rate, Indonesia
will see a surge in the ratio of its working population to the number of dependants. Next year,
for the first time, more than half population is likely to be living in urban areas, implying a
further boost to consumption, the country’s main source of economic growth. Second, the
fiscal restraint in recent years has left the government with the resources to spend more on
Indonesia’s deficient infrastructure and public services. Having withstood the slump of the
past year remarkably well, Indonesia is well placed to maintain solid growth rates for years to
come. Third, Mr Yudhoyono’s re-election in July gives him a mandate for the reforms
Indonesia needs. Fourth, despite serious flaws in the electoral system and in the mishmash
of parliamentary and presidential constitutions Indonesia has designed for itself, it seems
likely to enjoy a period of a political stability.
Sri Mulyani Indrawati, Indonesia’s finance minister, is much admired by foreign bankers and
businessmen. Thanks to people like her, Indonesia has once again begun to be regarded
almost as a model of a sensibly run developing economy, just as it was for much of the
Suharto period.

Malaysia

The Barisan Nasional (BN) coalition has been in government since independence. The
United Malays National Organization (UMNO) forms the backbone of the coalition. By
convention, the President and Deputy President of UMNO are Prime Minister and Deputy
Prime Minister respectively.
8

th

The Economist, September 12 2009. “A golden chance”, A special report on Indonesia.

13

The most recent Malaysian general elections took place on 8 March 2008. The BN won a
comfortable parliamentary majority. However, it suffered its worst electoral showing since
independence; the BN saw its control of the federal parliament slashed from more than
90% of seats to 63%.
The opposition'
s seats in the 222 member federal parliament increased from 20 to 82.
More significantly, at the state level, the opposition won control of five of Malaysia'
s 13
states, including the two most industrialized and wealthiest states of Penang and
Selangor, as well as the rural Malay "heartland states" of Kedah and Kelantan. The
outcome was acknowledged as a significant evolution in Malaysia'
s political history.
Robust debate on the future of Malaysian politics has followed. The balance of opinion
has concluded (among other messages) that the results reflected the growing maturity of
the Malaysian electorate. The influence of alternative media has been noted. Many
analysts believe these elections could initiate a shift to a ‘two-party'(or ‘two coalition'
)
system in Malaysia.
Malaysia, a strong performer in the early and mid-1990s, was hit hard by the regional
economic turmoil in 1997 and 1998. During the crisis its economy contracted by 7.4
percent while the Ringgit dropped by over 40 percent before being temporarily pegged to
the US dollar. The economy has since recovered strongly, particularly in 1999 and 2000
on the back of increased government spending and a robust export sector. Since 2001
annual growth has averaged 5.9 percent (2007: 6.3 percent). Private consumption and
investment, particularly in the services sector, have also emerged as key drivers of
economic growth.
As of November 2008, the global financial crisis has not had a significant negative impact
on Malaysia'
s economy. Though the country’s stock exchange has endured a bad year,
latest figures reveal that growth, trade and investment have held up well.
The Government has signaled its ongoing commitment to an open economy and
improving Malaysia’s ‘competitiveness and attractiveness’ for foreign investors as part of
its policy response .

9
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Malaysia’s overarching economic objective is to achieve developed country status by the
year 2020. To realize this goal, however, the economy will need to grow by over 7
percent per annum. The further development of the services sector, already on a strong
growth trajectory and accounting for over half of economic activity in Malaysia, has been
identified as a key pillar in realizing this ambition and moving the economy up the value
chain.

Sectors such as Islamic finance, ICT, tourism, education and training,

biotechnology, multimedia and professional services have been singled out as areas of
focus in Malaysia'
s strategic plan (e.g. the Ninth Malaysian Plan and Third Industrial
Master Plan).
Malaysia attaches high priority to the security and stability of South East Asia and in
particular to its relations with its ASEAN partners. To this end Malaysia has played an
active and supportive role in ASEAN.

Philippines

President Gloria Macapagal-Arroyo began her administration vowing to target corruption
and work towards poverty alleviation. She also promised to stabilize the economy,
focusing on fiscal discipline as the budget deficit had more than doubled in the period of
political uncertainty. Her administration has been pursuing peace negotiations with
communist and Muslim insurgency groups, although long-lasting peace does not look
likely, and the process continues to be complicated by constitutional and political factors,
which have recently intensified

.

Despite the global economic climate, the Philippines economy has proven to be resilient
and in 2007 grew by a near record rate of 7.3%. The Philippines is a developing country
with a diversified economy, reflecting its varied resource endowment, both physical and
human. Important sectors of the economy include services, agriculture and industry,
10
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particularly food processing, textiles and garments, and electronics and automobile parts.
The best performing sectors in recent years have been in services, and in particular the
financial sector. The US and Japan are the two biggest export destinations, and main
origins of imports last years.
The Philippines will have to tackle several significant problems in the future. Income
inequality remains an issue, regional development is uneven, and China and India have
emerged as major economic competitors. In November 2005 a newly expanded Value
Added Tax (VAT) law was instituted in an attempt to restrain the growing foreign debt and
to improve government services such as healthcare, education, social security, and
transport. This boosted confidence in the government’s fiscal capacity and helped to
strengthen the peso.
The Philippines became one of the members of the United Nations, some of its
specialized agencies, the Asia Pacific Economic Cooperation, the Non-Aligned
Movement, the Asian Development Bank, the International Atomic Energy Agency, the
World Trade Organization and the World Bank.
The Philippines had traditionally very close links with the United States, but the closure of
the United States military bases in 1991 led to an increased emphasis on its Asian
neighborhood. The link with the United States was renewed in 2004 through a Visiting
Forces Agreement, and regular “Balikatan” (shoulder to shoulder) exercises, which
provide training to Philippine force. President Arroyo has been a strong supporter of USled anti-terrorism activities and has pledged the Philippines’ support, including transit
access to US forces. The Philippines also contributed to reconstruction in Iraq.

Singapore

Singapore is a republic with a parliamentary system of government. The People'
s Action
Party (PAP) was returned to government in the last general election held on 6 May 2006.
16

PAP regained 82 of the 84 seats in the House, but saw its popular vote decrease from
75.3 percent to 66.6 percent11. The campaign run by the Opposition was significantly
more cohesive than in past years, ensuring sufficient candidates to contest 47
contestable seats in the House. The Opposition won 2 of these 47, and gained a third
seat by a legal requirement for they’re to be three Opposition seats in the house. The
decrease in numbers voting for PAP reflects an increasing maturity in the electorate and
a willingness to express a divergent view.
Increased regional competition, an aging population, and the need to upgrade and
restructure its manufacturing sector are the three key challenges facing the Singapore
economy. Singapore'
s economic policies are aimed at maintaining Singapore'
s role as a
major trading centre in Asia. Singapore'
s fiscal policy is designed to ensure that the
economy continues to move up the value-added chain, and is focused on enhancing
education and training opportunities, fostering innovation, maintaining competitiveness by
supporting the growth of SMEs and strengthening Singapore '
s role as a financial and
business hub. Fallout from the global financial crisis and economic slowdown has caused
the Singapore Trade and Industry Ministry to downgrade its growth targets for the year to
3 percent from 4-5 percent. This follows contraction of the economy throughout the first
part of the year. Inflation has risen sharply since late 2007, hitting 26-year highs of 7.5
percent in April, May and June 2008. High levels of inflation are forecast to continue
before declining to 2-3 percent in 2009. Unemployment is expected to increase beyond
the 2.1 percent recorded in 2007. Despite high costs, Singapore remains attractive to
investors who are concerned about stability in the region. The World Bank rates
Singapore as the world'
s best place to do business. According to the Economic
Development Board (EDB), there are more than 7000 multinational corporations in
Singapore, and 4000 of these have regional headquarters responsibilities. Attracting
further companies to establish or expand their operations in Singapore is a key part of
Singapore'
s economic strategy. With Singapore'
s limited size and resources, outward
investment, particularly into the region, is an important part of its external economy.
Singapore'
s projects overseas focus on real estate development, tourism, logistics,
planning and management, and include infrastructure projects and industrial parks. Key
projects include the Viet Nam-Singapore Industrial Park, the long-established Batam
Industrial Park and the newer Bintan Industrial Estate in Indonesia, the Bangalore
Information Technology Park in India and the Wuxi-Singapore Industrial Park in China.
11
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Under its Free Trade Agreement with the US, its industrial parks in Batam and Bintan are
effectively recognised as extensions of Singapore'
s manufacturing base. In line with
Singapore'
s push to be a premier research hub in Asia, PM Lee announced in March
2008 that S$1.2 billion would be channelled to the research sector. Singapore has also
unveiled an S$350-million blueprint to be a key player in the fast-growing clean energy
industry. As part of this push, Singapore aims to be a testing ground for new technology
such as the latest solar panels or fuel cell engines. The blueprint has three key planks
encompassing the nurturing of a cluster of large and small businesses, the development
and testing of new technology, and marketing of exports overseas. This new industry is
expected to add S$1.7 billion to GDP each year and create 7000 jobs by 2015.
One of the principles underlying Singapore'
s foreign policy is its commitment to
maintaining a secure and politically and economically stable environment in and around
Southeast Asia. The Association of South East Asian Nations (ASEAN) is a centrepiece
of Singapore'
s foreign policy. Singapore recognises that its future prosperity depends to a
large extent on ASEAN'
s economic progress and competitiveness and remains fully
committed to efforts to forge ahead with the ASEAN Free Trade Area (AFTA), and the
ASEAN Investment Area (AIA). Singapore is a strong supporter of regional organisations
built around ASEAN including APEC, (it is the host of the APEC Secretariat), Asia-Europe
Meeting (ASEM), Forum for East Asia-Latin America Cooperation (FEALAC), and the
East Asia Summit (EAS). To take regional economic integration a step further, former
Prime Minister Goh Chok Tong proposed the formation of an ASEAN Economic
Community (AEC). The proposed AEC goes beyond the normal provisions of a free trade
agreement, and incorporates elements of a common market such as the free movement
of capital and labour. At the recent ASEAN summit in Singapore in November 2007,
ASEAN leaders agreed to bring forward the creation of the economic community to 2015.
Singapore is one of relatively few economies where the value of external trade is
substantially higher than its GDP, underscoring the role of trade as the lifeblood of the
country. Singapore is therefore a strong proponent of "open markets" and multilateral
trade liberalisation efforts and actively takes part in trade organisations such as the World
Trade Organisation and APEC. It is also expanding a range of bilateral and regional free
trade agreements. The total number of FTAs in force is 12. Besides a bilateral FTA that
came into force on 1 January 2004, Singapore and the United States have forged closer
ties in other areas. In October 2003, when the US President visited Singapore, the two
countries announced the launch of negotiations to forge a landmark framework
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agreement on defence and security between Singapore and the United States. This
agreement will include bilateral cooperation in areas such as counter-terrorism, counterproliferation of weapons of mass destruction, joint military exercises and training, policy
dialogues and defence technology. Despite occasional bilateral disagreements,
particularly with Malaysia, Indonesia and Thailand, Singapore maintains strong relations
with its neighbours. Any tensions must be seen in the context of the underlying solidarity
of ASEAN, and Singapore'
s interests as a global trading nation.

Thailand

Thailand has undergone a major political upheaval of late, with former Prime Minister
Thaksin Shinawatra being overthrown in the September 2006 military coup. National
democratic elections were held on 23 December 2007 and the new Thai parliament
convened on 21 January 2008. However, despite the return to constitutional normalcy in
Thailand, political uncertainty prevails with protest activity, underway since August 2008,
intensifying in recent weeks. The protests are being led by the Peoples' Alliance for
Democracy (PAD), which consists largely of middle and upper class people from Bangkok
and the South. Prime Minister Samak resigned on 9 September 2008 after being found
guilty of breaching the constitution and was replaced by Somchai Wongsawat12.
The Thai economy is South-East Asia'
s second largest, but growth is slowing. Thailand has
a diversified economy with a significant volume of international trade. This trade is heavily
dependent on the United States and Japanese markets with these accounting for 35% of
total exports. Strong sectors in the economy are motor vehicles, electronic goods,
computer and electronic parts, textiles, fisheries, agriculture and food processing. The
export sector has proved remarkably resilient in the face of a persistently high baht.
Thailand continues to maintain restrictions on foreign entry in key service areas including
air transport services, ports and telecommunications. Relaxing these would enhance
12
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competition and investment, reduce costs and raise incomes in the services sector. The
major challenges to Thailand'
s immediate economic outlook are external, with uncertainty
in global markets and economies raising fears of a softening in export performance.
Thailand seeks to position itself as the gateway to mainland Southeast Asia and as such its
foreign policy is focused on the immediate region. Beyond this, Thailand accords
importance to its relations with China and other major powers, including the USA, and
Japan, as well as the Republic of Korea, India and the EU. Thailand has placed increasing
emphasis on its regional dialogue with Japan, China and the Republic of Korea, and it
seeks to play a constructive role in the framework of the United Nations as well as in other
multilateral frameworks. Thailand has supported an open international trading environment
through membership of the WTO, and joined, as founding member, of both the Cairns
Group and APEC.

Brunei-Darussalam

In recent years, religion has played an important role in shaping Brunei. ‘True Islam'is
presented as synonymous with the rule of the Sultan. The national ideology is espoused
though Melayu Islam Beraja (Malay Islamic Monarchy, or MIB) which supports absolute
monarchy though a fusion of Islamic values and Brunei Malay culture. The Sultan retains
autocratic powers, so there is little political activity13.
Brunei'
s GDP per capita, at around US$51,00PPP, is second only to Singapore within
ASEAN. But with a population of around 370,000 (including a significant number of foreign
workers, approximately 100,000 in 2003) Brunei'
s economy is small, ahead of only
Cambodia and Laos in the region, as measured by GDP. The oil and gas sector forms the
backbone of Brunei'
s economy, worth around 66% of GDP and some 94% of exports. But
Brunei'
s oil and gas reserves are conservatively estimated to last only another 10-20 years.
New deep -water exploration areas - the ownership of which is contested with Malaysiahold further potential. Of the remaining 34% non-oil related economic activity, the public
13
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sector comprises around 35% and the private sector around 65%. Small-scale
manufacturing and primary production are the main non-oil sectors. The government is
taking a proactive approach to diversifying the country'
s sources of economic growth. The
Brunei Economic Development Board (BEDB), formed in 2001, aims to attract FDI and
promote joint ventures - targeting US$4.5 billion in new investment and at least 6,000 new
permanent jobs by 2008. BEDB has a two-prong strategy. First to develop a number of
industry clusters, including tourism, transportation and logistics, and financial services. The
second strategy has two parts. The first is to develop oil and gas-related downstream
activities at Sungai Liang - proposals include urea and ammonia plants, an aluminium
smelter, and a tyre recycling facility. The second is to develop a deep-water port at Pulau
Muara Besar. A programme of government spending has boosted the private sector, which
suffered a serious slump after the 1997 economic crisis and the 1998 collapse of Amedeo.
Under the 8th National Development Plan, 2001 - 2005, the government provided around
B$1 billion for projects including in social services, public utilities, information, science and
technology, security, infrastructure and job creation. Japan accounts for around 37% of
Brunei'
s exports; ASEAN for approximately 25%; Australia, Korea, China and the US are
also important destinations. The Brunei market is highly import-dependent with few tariffs
or other trade barriers. Brunei imports over half of its goods (64%) from ASEAN
neighbours, with Japan and the US accounting for around 7% and 3%, respectively. In May
2006, Brunei became the 65th member of the Asian Development Bank (ADB).
Brunei attaches the highest importance to its ASEAN membership and has participated
actively in that organisation. Brunei contributes to regional security. Bruneian troops help
observe the ceasefire between the Philippine government and the Moro Islamic Liberation
Front (an insurgent group fighting for Muslim autonomy) in the southern Philippine region of
Mindanao, and Brunei is a member of a peace-monitoring mission in the Indonesian
province of Aceh. In December 2002 Brunei signed a Trade and Investment Framework
Agreement (TIFA) with the US. In August 2005 Brunei signed the Trans Pacific Strategic
Economic Partnership (TPSEP) with Chile, New Zealand and Singapore (who all signed it
in July 2005). Brunei and Japan also held talks on a bilateral free-trade agreement (FTA) in
Bandar Seri Begawan, in April 2006. Brunei is a member of the Brunei Indonesia Malaysia
Philippines - East Asian Growth Area (BIMP-EAGA), which seeks to progress economic
growth and development in the ASEAN sub-region. The Brunei royal family has maintained
strong personal links with Britain, and also with the Malaysian ruling families. A British
Ghurkha unit still guards the main oilfields area, and Britain helped recruit another Ghurkha
unit directly employed by the Brunei Government as part of its own defence forces.
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Myanmar

Elections were last held in Myanmar in 1990, two years after the 1988 coup staged by the
SLORC14. The National League for Democracy (NLD) won almost 60% of valid votes and
80% of seats. However the SLORC subsequently imposed martial law and said it would
continue to hold power until it had ensured that a sufficiently strong constitution had been
drafted according to the guidelines laid down by a National Convention. The military
responded to election results with a campaign of intimidation. It arrested and detained
members of the NLD (including Aung San Suu Kyi (ASSK)) and other perceived political
opponents, and prevented the convening of the National Assembly. The 1992 retirement of
the then SLORC Chairman, Senior General Saw Maung, in favour of General (later Senior
General) Than Shwe, instigated some positive developments. These included the
introduction of a "market-oriented" economic system, the lifting of the curfew, the
resumption of university education, some release of political prisoners, the conclusion of
cease-fires with all but one major ethnic insurgent group, and the commencement of a
process of drafting a new constitution through a National Convention. This liberalisation
process culminated in the temporary release in July 1995 of ASSK and, for a time,
tolerance of the NLD'
s political activity. In 1993 a National Convention to draft a new
Constitution was established. "Basic Principles" governing the drafting of the new
constitution included retaining a central role for the military in government. After years of
deadlock the NLD and other political groups walked out of the Convention in 1996 and
called for international trade sanctions and boycott. In August 2003 Khin Nyunt became
Prime Minister and announced the SPDC'
s "Road map to democracy". The United Nations
is leading the international response to the most recent developments in Myanmar. A
nationwide referendum on the draft constitution was held in May 2008, amidst the
humanitarian crisis in the wake of Cyclone Nargis. The constitution was approved despite
the dubious circumstances and elections are scheduled for 2010.

14
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Myanmar is one of the poorest countries in South East Asia and the outlook for the
Myanmar economy is bleak. The strong popular reaction to the increase in fuel prices
announced by the junta in August 2007, which led to subsequent mass protests reflected
the hardship being experienced by the Myanmar population. Myanmar'
s economy is rich in
natural resources. Natural gas is one of Myanmar'
s largest sources of legal export revenue,
accounting for about 30 percent of total exports, with further growth expected and energy
demand increasing from neighbouring countries, predominantly India, China and Thailand.
The Economic Intelligence Unit forecasts that the economy will grow at around 2-3 percent
in 2008; inflation will continue to rise; and despite continued growth in the oil and gas
sector, the rest of the economy will remain weak.
Myanmar had traditionally pursued a non-aligned foreign policy since becoming
independent in 1948. From 1962, when General Ne Win seized power, until the late 1970s
Myanmar isolated itself from the world, and pursued autarkic economic policies. The
opening up of Myanmar'
s economy occasioned considerable interest in the exploitation of
the resources available -forestry, fishing and minerals, with agreements being signed with
Thailand, Malaysia, Singapore, Australia, Japan and South Korea. More recently, Myanmar
has concentrated on building up good relations with its neighbours - notably China, India
and Thailand, but also Singapore, Indonesia and Japan. In July 1997 Myanmar, along with
Laos, became a full member of ASEAN. ASEAN has a policy of constructive engagement
with Myanmar but its members are becoming increasingly worried about the prospective
damage to ASEAN'
s reputation if there remains little progress in Myanmar. That said, the
ASEANs are positively encouraging of the junta'
s recent announcements and maintain that
the UN-led process must take precedence.

Cambodia

Growth in Cambodia accelerated in the late 1980s with the government'
s gradual move
towards free market economic policies. The current Government is providing more political
stability and economic growth and Cambodia is rebuilding many of the economic, social and
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physical foundations needed to ensure future growth and development. Foreign direct
investment has increased steadily in recent years, particularly in the industry and tourism
sectors15.
Cambodia suffered years of conflict from the early 1970s until the early 1990s, especially
during the 1975-1979 period of Khmer Rouge rule. Following the 1991 Paris Peace Accords
mandated democratic elections and a cease-fire; the United Nations Transitional Authority in
Cambodia (UNTAC) was established to supervise implementation of the UN Peace
Settlement. UN sponsored elections in 1993 helped restore some semblance of normalcy
and a new constitution, promulgated on 24 September 1993, transformed Cambodia into a
Constitutional Monarchy. Cambodia finally enjoyed political stability and territorial unity.
Despite recent progress, the Cambodian economy continues to suffer from the legacy of
decades of war and internal strife and Cambodia remains one of the least developed
countries. The country'
s economic infrastructure was devastated by the civil wars of the early
1970s and late 1980'
s, the rule of the Khmer Rouge between 1975 and 1979, and
Cambodia'
s diplomatic isolation in the first half of the 1980s. Growth accelerated in the late
1980s with the government'
s gradual move towards free market economic policies and was
propelled further during 1991-1993 by the UN presence in Cambodia. The Mekong River
provides fertile and irrigated fields for rice population and subsistence farming employs the
majority of the workforce. The industrial sector is dominated by the garment and construction
industries, and the garment industry, although contentious in regard to worker conditions,
has played a considerable part in recent economic progress and increased export earnings.
The services sector is growing steadily especially through tourism and hospitality - tourism is
one of Cambodia'
s most promising sectors growing at around 30 per cent in recent years. In
spite of recent diversification, agriculture represents around 31% of GDP, making Cambodia
a largely subsistence-based economy. International trade and investment comprises only a
small proportion of economic activity. The major economic challenge for Cambodia over the
next decade will be fashioning an economic environment in which the private sector can
create enough jobs to handle Cambodia'
s demographic imbalance- more than 50% of the
population is less than 21 years old. The population lacks education and productive skills,
particularly in the poverty-ridden countryside, which suffers from an almost total lack of basic
infrastructure. Cambodia continues to remain heavily reliant on foreign assistance - about
half of the central government budget depends on donor assistance. Japan is by far the
largest donor to Cambodia.

15
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Laos

Laos, officially known as the Lao People'
s Democratic Republic, is a landlocked ethnically
diverse country sharing borders with China, Myanmar, Thailand, Cambodia and Viet Nam.
The country is a nominally Marxist-Leninist state ruled by the Lao People'
s Revolutionary
Party (LPRP). Laos has known many years of colonisation, foreign occupation, civil war and
political instability. Following the US withdrawal from Viet Nam, the Lao Communists
consolidated their control of Laos, which culminated in the end of the monarchy and
establishment of the Laos People'
s Democratic Republic in December 1975. Political stability
and one-party rule remain of paramount importance to the government. So while the Lao
Constitution guarantees freedom of assembly, religion and speech, in practice political or
other forms of dissent are not tolerated and dealt with harshly. Freedom of speech is
severely constrained, as is the practice of religious faiths outside of Theravada Buddhism.
While the human rights situation has improved somewhat, the government maintains tight
control over the population to minimise the potential challenges to the ruling party. The
military has always been well represented in political life. The military'
s activities are diverse,
including participation in reconstruction work and private business. Previous talk about a
departure of the military from business has never eventuated16.
Laos is among the least developed group of countries (LDC) and relies heavily on donor
assistance. The Mekong River, almost half the length of which flows through Laos, forms
most of the border with Thailand. Most main towns are on the Mekong. While still a
developing country, Laos has useful resources of land, timber, gems and minerals, and
significant potential for hydroelectric power generation. Most of the Lao people live in rural
areas and subsistence agriculture, dominated by rice, accounts for approximately half of
GDP and provides 80% of employment. But agricultural development is constrained by a lack
of modern skills, inadequate infrastructure and capital. Laos has no railways, a basic roading
system, limited telecommunications and electricity is only available in urban and some rural
areas. The government is sponsoring major improvements in the road system with support
16
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from Japan and China. In 1986 the government of Laos began decentralising control and
encouraging private enterprise. The New Economic Mechanism, aimed to expose the
economy to market forces, opening trade and foreign investment opportunities, strengthening
the role of the private sector and improving macro-economic management. The results,
starting from an extremely low base, were striking- growth averaged 6% per year in 19882007, except by the short-lived drop caused by the Asian financial crisis beginning in 1997.
Several policy changes since 2004 may help spur growth. In late 2004, Laos gained Normal
Trade Relations status with the US, allowing Laos based producers to face lower taxes on
exports. Laos is seeking to join the World Trade Organisation in the next few years; the
resulting trade policy reforms will improve the business environment. On the fiscal side, a
budget law passed in February 2007 was designed to centralise and rationalise taxation. A
value-added tax regime should help streamline the government'
s inefficient tax system.
Public debt has fallen steadily from 89% of GDP in 2003 to a projected 49.3% in 2008. Laos
is increasingly open to international trade, and is prepared to begin reducing tariffs.
The LPRP continues to promote Lao'
s integration on a broad international stage, but
relations with Viet Nam still dominate the foreign policy agenda. The regional weight of China
is also according the Chinese greater strategic influence in Laos in comparison with other
neighbours. Thailand is also an important bilateral partner and there are strong trade and
investment links. Relations with the United States have improved. There is cooperation on
drug trafficking and missing persons issues. Laos is a member of the United Nations (UN),
Non-Aligned Movement (NAM), Group of 77 at the UN (G77), Mekong River Commission
(the Secretariat of which was relocated to Vientiane in 2004), Ayeyawady-Chao PhrayaMekong Economic Cooperation Strategy (ACMECS), Association of South East Asian
Nations (ASEAN) and the Asia-Europe meeting (ASEM).

Vietnam

At the start of the year, the prognosis for Vietnam’s economy looked as bleak as that for
other export-oriented poor countries. There were widespread fears of a surge in
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unemployment and an increase in poverty and social disorder. Yet the economy is now
forecast to grow robustly over the next couple of years. Credit is cheap and flowing; and the
stock market has more than doubled in value in the past six months17.
Viet Nam has made great progress since it engaged in 1987 on a course of market reform
known as doi moi, or renovation. The reforms achieved impressive results, including growth
rates that for a time were amongst the highest in Asia and the reduction of poverty from more
than 70% of the population to 35%. Today Viet Nam'
s growth rates remain among the
highest in the region (second only to China). Its membership of ASEAN in 1995 and of APEC
in 1998 have done much to restore Viet Nam'
s international credibility, but are also serving to
accelerate the process of regional economic integration with all the difficult restructuring this
involves. Viet Nam is making the transition from a centrally controlled command economy to
one that is more outward looking, more efficient, and more competitive.
The Communist Party of Viet Nam has held power since unification. The decisions of its
leadership constitute national policy that the Executive (Central Committee) and the
Legislature (National Assembly) are required to follow. At provincial and city level, People'
s
Committees have considerable influence, as their approval is a prerequisite for all
development projects and expenditure in their jurisdiction. The new Government includes
some younger ministers and is considered a first step towards installing a new generation of
leaders. Viet Nam'
s human rights record is gradually improving. Government monitoring and
control of all facets of the political, social, economic, and religious lives of the people is
reducing in some areas but is still intrusive and at times erratic. Satellite television and the
Internet are now available, though Internet use is monitored. Religious and media freedoms
are closely controlled, and political pluralism has yet to be accepted.
A renewed period of economic reform began in 1986 with the goals of improving living
standards and encouraging foreign investment through more open economic policies. The
initial steps of economic reform ("doi moi") had been gradual. But during the 1990s,
enhanced institutional support and steadily improving infrastructure made Viet Nam'
s growth
rate one of the highest in the region. This growth brought impressive gains in incomes and in
the quality of life of the Vietnamese people. The government has started to heed the calls of
donor governments and investors for greater transparency, reform of the SOE, financial and
trading sectors, and improved public sector governance. Implementation has been slow,
however, and Viet Nam retains a strong commitment to state enterprise and outmoded
financial and trade regimes. Reforms and restructuring have reduced the numbers of state
owned firms to around 6,000, but despite preferential access to credit through the state
17
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banking sector, these enterprises are not growing strongly enough to absorb the growing
numbers of unemployed. Viet Nam'
s growth over the medium term depends on whether it
becomes a truly multi-sector economy in which private businesses are able to grow and
compete in an undistorted environment with the same freedoms as state enterprises.
Although this, there are fears that the impressive v-shaped rebound may be storing up
trouble. In particular18, there are two big worries among foreign economists: the first is that,
unless the government can find the will to rein in spending, restrain credit growth and cut
budget deficit, it will be hard ease persistent and perhaps self-fulfilling fears about the return
of inflation; the second is that the focus on the government’s fiscal stimulus has distracted it
from reform. The government, as Victoria Kwakwa, the World Bank’s country director, has
said, should not get “sidetracked” by the short rebound, but focus instead on the fundamental
constraints to the economy’s competitiveness, which means micro reforms, such as opening
up the telecoms and retail industries to foreign competition or tackling the scourges of
corruption and red tape.
From the early 1990s Viet Nam moved quickly to restore relations with the international
community. 1995 was a historic year for Viet Nam, with its entry into the Association of South
East Asian Nations (ASEAN), increasing integration into the global economy (especially a
framework agreement with the European Union), and the establishment of formal relations
with United States. China will continue to be Viet Nam'
s single most important bilateral
relationship. The two countries regularly exchange high-level visits and are currently building
a closer relationship. Membership of ASEAN is central to Viet Nam'
s economic development
and international economic integration strategies. Around 30% of Viet Nam'
s trade is with
ASEAN countries.
If its Government will persist on a “reforms season”, Vietnam will not find hard to rise above
its present niche as a low-cost manufacturing base into the more diversified, richer economy
it could become.

18

th

The Economist, September 26 2009. “V not yet for victory”, Vietnam’s rebounding economy.

28

THE EU MODEL
With a combined GDP of

12.5 trillion (A$21.1 trillion) in 2008, the EU was the world’s

largest economy, representing approximately 30% of global GDP. In 2008, the EU was the
world’s largest two-way trader of merchandise goods (excluding intra-EU trade), being both
the world’s largest exporter and largest importer, accounting for roughly 17% of global
merchandise trade. Here is shown the EU in world merchandise trade against other major
economic partners:
Leading exporters and importers in world merchandise trade, 2008
Value
Rank Exporters ($USbn)

Share

Rank Importers

Value ($US
bn)

Share

1

EU27

1,928

15.9

1

EU27

2,283

18.4

2

China

1,428

11.8

2

United
States

2,166

17.4

3

United
States

1,301

10.7

3

China

1,133

9.1

4

Japan

782

6.4

4

Japan

762

6.1

5

Russian
Fed.

472

3.9

5

Rep. Korea

435

3.5

6

Canada

456

3.8

6

Canada

418

3.4

7

Rep. Korea

422

3.5

7

H.K. (SAR)

393

3.2

187

1.5

17

Australia

200

1.6

…
17

…
Australia

Source: WTO World Trade Report (2009)

Source: WTO World Trade Report (2009)
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In confronting the financial crisis, the EU remains a competitive economy which is
attributable in large part to its capacity to implement structural reform. The “Global
Competitiveness Report 2009-10” produced by the World Economic Forum found that 5 of
the world’s 10 most competitive countries were EU member states, with 20 out of the 27
member states featuring in the top 50. The same Economic Intelligence Unit, forecast that 6
EU members would be in the top 15 countries worldwide with the best business environment
over the next five years (2009-2013), with Australia ranked 7th out of the countries surveyed.
The EU and Australia share a strong and longstanding economic relationship, with the EU
being Australia’s largest single economic partner since 1996, both in two-way trade in goods
(coal, medicaments, motor vehicles and alcohol) and two-way in services (travel and
transportation). It is the largest investor in Australia and the second largest destination for
Australian investment overseas. The economic activity between the EU and Australia is
estimated to have exceeded $A126 billion in 2008, or 18% of all Australian overseas
transactions19.
This could offer to these states exerting an influence more in keeping with its economic
weight. For this to happen, leaders must get two tasks right. The first is to stick with what has
proved to be the EU’s most successful foreign policy by far20: its own enlargement. The offer
of membership has been the most effective tool for bringing prosperity and peace, first to the
Mediterranean countries and then to ex-communist central and Eastern Europe. If these
states are to flourish, they must keep their doors open. The second task is to choose
substantial people for the main positions.
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APEC: the 14-15 November leaders’ meeting
The Asia-Pacific region has consistently been the most economically dynamic region in the
world, having its trade significantly outpaced the rest of the world and its GDP tripled, while
the rest of the world’s one has less than doubled. Asia-Pacific Economic Cooperation, or
APEC, is the premier forum for facilitating economic growth, cooperation, trade and
investment in the Asia-Pacific region. It is the only inter governmental grouping in the world
operating on the basis of non-binding commitments, open dialogue and equal respect for the
views of all participants. Unlike the WTO or other multilateral trade bodies, APEC has no
treaty obligations required of its participants. Decisions made within APEC are reached by
consensus and commitments are undertaken on a voluntary basis. APEC has 21 members,
which account for approximately 40.5% of the world’s population, approximately 54.2% of
world GDP and about 43.7% of world trade.
It was established in 1989 to further enhance economic growth and prosperity for the region
and to strengthen the Asia-Pacific community.
The goals that APEC adopted since its inception were the reduction of tariffs and other trade
barriers across the Asia-Pacific region creating domestic economies and increasing exports.
They refer to a free and open trade and investment by 2010 for industrialized economies and
2020 for developing economies.
APEC focuses on these key areas: Trade and Investment Liberalisation, Business
Facilitation and Economic and Technical Cooperation, usually called “APEC’s Three Pillars”.
Its members are: Australia, Brunei Darussalam, Canada, Indonesia, Japan, Korea, Malaysia,
New Zealand, the Philippines, Singapore, Thailand, the United States, China, Hong Kong,
Chinese Taipei, Mexico, Papua New Guinea, Chile, Peru, Russia and Vietnam.
17th APEC Leaders Meeting was held on the 14th and the 15th of November in Singapore.
ASIA-PACIFIC leaders have agreed to attempt to turn the region into a free trade zone to
entrench it as an economic powerhouse of the 21st century.
They also agreed that post-crisis economic growth must be more sustainable, balanced and
include developing countries.
During the lead-up to APEC’s 20th annual leaders’ meeting, US President Barack Obama
threw his weight behind an Asian-Pacific free trade zone. Declaring himself America’s “first
Pacific president”, Mr Obama said the Asia-Pacific was a key to future US trade, and free
trade would help create jobs across the region21.
21
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Furthermore, Australia Prime Minister Kevin Rudd, who last year hatched the idea of an
Asia-Pacific community based loosely on the EU, said APEC has done a “fantastic job”22 in
slashing trade barriers from average tariff levels of about 17 per cent among its members 20
years ago to only 5 per cent, a change that had encouraged growth that had helped millions
of people out of poverty.
The APEC leaders released a formal declaration vowing they would speed up the push to
create a free trade area of the Asia-Pacific. “An analytical study by officials shows that there
are significant economic benefits from a FTAAP, as well as the challenges of establishing
such an agreement,” the declaration said. “We will accelerate our work to strengthen regional
economic integration in the Asia-Pacific, taking a comprehensive approach that focuses our
work on trade liberalisation at the border-improving the business environment behind the
border; enhancing supply chian connectivity across the border”.
The comments breathed life into a proposal for APEC nations to use the existing TransPacific Partnership, which includes Singapore, Brunei, New Zealand and Chile, as a base for
a region-wide trade pact.
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Free Trade Agreements, a new horizon
Free and open trade and investment helps economies to grow, creates jobs and provides
greater opportunities for international trade and investment. In contrast, protectionism keeps
prices high and fosters inefficiencies in certain industries. Free and open trade helps to lower
the costs of production and thus reduces the prices of goods and services - a direct benefit to
all.
It seems that trade agreements are all the rage in Asia. Yet amid the general gloom, activity
on one sort of trade-bilateral free-trade agreements-continues at a feverish pace in Asia, and
more than 62 FTAs are at various stage of negotiations.
Some economicsts claim the importance of being vigilant concerning the proliferation of
FTAs. They pointed out that because trade barriers in Asia are already relatively low, the
benefit of a small further reduction in barriers in one market is tiny. Those who follow Asia’s
FTA mania, use to refer to this situation (in which the more overlapping deals there are, the
more complex the rules and the higher the costs) as the “noodle bowl”23.
But Asian countries’ enthusiasm for bilateral agreements is palpable, and they have reason
to bolster intra-Asian trade. The growth of global supply chains means that parts made in one
Asian country from raw materials imported from another are re-exported to a third for final
assembly. These countries hope that more bilateral agreements will enable more
specialisation. India, for example, hopes to become a hub for Korean electronics companies
seeking to exploit lower labour costs to make goods destinated for markets in tha Middle
East. Added to all this is the fact that Asia’s big economies are set to provide the world with
most of its growth this year, and emerging Asia will continue to be the world’s fastest-growing
region for several years. Strategic rivalries complete the list of incentives.
Last ASEAN leaders’ summit was held in Thailand on October 25th24. Leaders spoke
glowingly of a free-trade zone that would link the world’s most dynamic economies. They are
talking about an East Asian community, with perhaps even a single currency. There is a
tremendous opportunity for Asian countries to boost intra-regional trade and investment. On
trade it is happened: intra East-Asian trade flows rose to 42% of total trade in 2008, up from
32% in 1990, according to the Asian Development Bank (ADB). Much of this is in
commodities and semi-finished good, with America, Japan or Europe as the final destination.
23
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The ten-member Association of South-East Asian Nations likes to tout its own efforts to build
a European-style single market of over 500m people. The first phase of a free-trade zone is
due to take full effect on January 1st. Six members have already cut tariffs on manufactured
goods, though not on farm produce. ASEAN has also been busy signing free-trade pacts with
regional powerhouses such as China and India. These could become the basis of a panAsian trade bloc.
In addition, Australia’s prime minister, Kevin Rudd, proposed a pan-Pacific economic
community that would include America.

AUSTRALIA’s FTAs and Negotiations
Australia is deeply involved in the FTAs phenomenon, having signed many of them with the
most influent economies nowadays.
In 1983, Australia and New Zealand signed the ANZCERTA (Australia New Zealand Closer
Economic Relations Trade Agreements), wich covers almost all aspects of their trade and
economic relationship and has been recognised by the World Trade Organization as a
model. It is the umbrella for a close collaboration across quarantine, customs, transport,
product standards and business law issues. Australia is a significant investment destination
for New Zealand, and it is its largest investor. The ANCERTA central provision was to create
a free trade area. Its objectives to develop a mutually beneficial expansion of free trade, to
eliminate barriers under an agreed timetable and with a minimum of disruption and to
develop trade under conditions of fair competition.
In 2003, Australia signed The SAFTA (Singapore Australia Free Trade Agreement). It is a
comprehensive agreement fully consistent with WTO rules. It goes deeper and further than
the WTO in relation to trade in services, intellectual property, investment and competition
policy. Singapore is Australia’ largest trade and investment partner in Souh East Asia.
SAFTA eliminates Singapore’s tariffs and provides cheeper inputs for Australian businesses
on a range of products. It also guarantees liberal access conditions for many services
suppliers.
In 2005, the TAFTA (Thailand Australia Free Trade Agreement) and the AUSFTA (Australia
United States Free Trade Agreement) came to birth.
Thailand is one of the most important markets in South East Asia. This agreement ensures
access to the Thai market for Australian products, enhances prospects for services trade and
investment, improves the regulatory and investment environment and promotes increased
business mobility. Under TAFTA, Thailand has agreed to relax a number of its restrictive
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conditions relating to visas and work permits and to guarantee non discriminatory treatment
of Australian investments in Thailand.
The United States is the economic powerhouse of the world, with the largest and richest
consumer market. The AUSFTA ensures greater access to the US Market for Australian
products. It also enhances prospects for Australian services, trade and investment, improves
the regulatory and investment environment between the two countries, and promotes
increased business mobility. For Australian export industries, it represented an important
step in liberalising access to a key market.
Australia also started a negotiation with China, in order to reach to an FTA. In regard to
market access for goods, the discussion is focused on China concerns about Australia’s
export capacity, because of the constraints on agricultural production in Australia, including
water shortage and a lack of suitable land. Australia continues to press China to show
flexibility in this area. Further discussions also concerned Australia’s sentitivity about tariff
liberalisation of manufactured products. Moreover, China’s own request on services and
investment issues remains ambitious: it continues to express an interest in traditional chinese
medicine, movement of natural persons (temporary entry) and education, as well as the
telecommunications, investments and air transport servces sectors.
In 2009, Australia and Chile signed a FTA. It is a significant market opening agreement
involving reduction on tariffs on 97% of goods currently traded, and leading to the complete
elimination of tariffs on merchandise by 2015. Chile has Latin America’s most stable and
transparent commercial environment. It has an investment base for over 70 Australian or
Australian-affiliated companies, mainly providing mining technology and services, gas
distribution, power generation, engineering and consulting services and information and
communication technology. Australia is the 4th largest foreign investor in Chile, with around
US$3 billion of direct investments. Chile is Australia’s 3rd most significant merchandise
trading partner in Latin America.
Negotiations on the Australia-Japan FTA commenced in April 2007 following the conclusion
of a joint government study on the feasibility of a bilateral FTA. The study concluded that a
comprehensive and WTO-consistent FTA between Australia and Japan would bring
significant benefits to both countries. Australia uses to evidence the importance of achieving
commercially meaningful outcomes, particularly in financial services, telecommunications,
legal services and education. Progress was made on the movement of natural persons
(covering temporary entry of business people into Australia or Japan for work purposes). In
the goods market access discussions, the parties focused on interests and sensitiviness on
pet food, seafood and horticultural products.
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ASEAN & the FTAs spread
On 26 august 2007, ASEAN stated its aims to complete all its FTAs with China, Japan, South
Korea, India, Australia and New Zealand by 2013. In November 2007, its members signed
the ASEAN Charter, a constitution governing relations among the ASEAN members and
establishing ASEAN itself as an international legal entity. The negotiations between ASEAN,
Australia and New Zealand for a FTA were concluded at the 13th annual meeting of the
ASEAN Economic Ministers-Closer Economic Relations consultations in Singapore on 28
August 2008. Negotiation started in March 2005. Commitments were given to resolve a small
number of bilateral market access issues between certain parties. The FTA brings to a new
height the level of cooperation and relationship between the governments of ASEAN,
Australia and New Zealand as well as its peoples. On February 27, 2009 a FTA with the
ASEAN regional block of ten countries, New Zealand and Australia was signed. It is
estimated that this FTA would boost aggregate GDP across the 12 countries by more than
US$48 billions over the 2000-2020 period. ASEAN has emphasised regional cooperation in
the “3 pillars” of security, sociocultural and economic integration. The regional grouping has
made the most progress in economic integration, aiming to create an ASEAN Economic
Community (AEC) by 2015, which would have a combined population of over 560 millions
and total trade exceeding US$1,400 billions. The Ministers have seen the Agreement as an
important milestone in the long-standing ASEAN-Closer Economic Relations comprehensive
partnership., and as paving the way to enhancing the region’s economic integration and
acting as an impetus to deepen and broaden the trade and investment among the 12
countries. The Ministers noted that the Agreement is comprehensive in scope trade in goods,
investment, trade in services, financial services, telecommunications, electronic commerce,
movement of natural persons, intellectual property, competition policy and economic
cooperation. Some of the objectives are the liberalisation and facilitation of trade in goods
trough elimination of tariff and non tariff barriers, the liberalisation of trade in services among
the parties with sectoral coverage, and the facilitation, the promotion and the enhancement
of investment opportunities.
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The World Bank data: GDP (US billions)
ASEAN
Member
States
Brunei
Cambodia
Indonesia
Laos
Malaysia
Myanmar
Philippines
Singapore
Thailand
Vietnam
Total
OCEANIA
Australia
New
Zealand
Papa New
Guinea
Fiji
New
Caledonia
Vanuatu
Tonga
Timor-Leste
Solomon
Islands
Samoa
Palau
Micronesia,
Fed. Sts.
French
Polynesia
American
Samoa
Total

Year 2005

Year 2007

Year 2008

9.5
6.5
285.9
2.9
137.9

11.6
8.6
432.8
4
180.7

98.8
120.9
167.8
52.8
883

144.1
161.3
245
71.2
1259.3

Year 2005

Year 2007

14.5
9.6
514.4
5.2
194.9
26.2
166.9
181.9
260.7
90.7
1465

68.9
50.5
55.4
71.8
65.9

674.8

821.7

1015.2

Growth 20052008
%
50.4

108.4

129

130.7

20.6

4.9
3.0

6.3
3.4

8.2
3.5

67.3
16.6

0.4
0.2
0.3

2.7
0.5
0.2
0.4

8.8
0.6
0.3
0.5

50
50
66.6

0.4
0.4
0.1

0.4
0.5
0.2

0.6
0.5
0.2

50
25
100

0.2

0.3

0.2

0

3.4

5.65

0
969

0
1174.95

793.1
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Year 2008

Growth 20052008
%
52.6
47.7
79.9
79.3
41.3

46.3

The World Bank data: Population (millions)
ASEAN
Member States
Brunei
Cambodia
Indonesia
Laos
Malaysia
Myanmar
Philippines
Singapore
Thailand
Vietnam
Total

OCEANIA
Australia
New Zealand
Papa New
Guinea
Fiji
New Caledonia
Vanuatu
Tonga
Timor-Leste
Solomon
Islands
Samoa
Palau
Micronesia,
Fed. Sts.
French
Polynesia
American
Samoa
Total

Year 2005

Year 2007

0.4
13.9
220.6
5.9
25.7
48
85.5
4.3
65.9
83.1
553.3

Year 2008

0.4
14.4
225.6
5.9
26.5
48.8
88.7
4.6
66.9
85.1
562.2

0.4
14.7
228.2
6.2
27.0
49.2
90.3
4.8
67.4
86.2
574.4

0
5.8
3.4
5.1
5.1
2.5
5.6
11.6
2.3
3.7
3.8

20.4
4.1

21
4.2

21.4
4.3

Growth 20052008
%
4.9
4.9

6.1
0.8
0.2
0.2
0.1
1

6.3
0.8
0.2
0.2
0.1
1.1

6.4
0.8
0.2
0.2
0.1
1.1

4.9
0
0
0
0
0.1

0.4
0.2
0

0.5
0.2
0

0.5
0.2
0.0

25
0
0

0.1

0.1

0.1

0

0.3

0.3

0.3

0

0.1
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0.1
35.1

0.1
35.7

0
5

Year 2005

Year 2008

Growth 20052008
%

Year 2007
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Euro area

GDP (US
billions) (*)
Population
(millions)

United
States

2005
10,130.6

2008
13,565.5

Growth (%)
33.91

320.5

326

1.7

2005

2008

Growth (%)

GDP (US
billions) (*)
Population
(millions)

12,376.1

14,204.3

14.77

295.6

304.1

2.8

Japan

2005
4,552.1

2008
4,909.3

Growth (%)
7.85

127.8

127.7

-0.1

2005
2,235.9

2008
4,326.2

Growth (%)
93.49

1,303.7

1,325.6

1.6

GDP (US
billions) (*)
Population
(millions)

China

GDP (US
billions) (*)
Population
(millions)

ASEAN +
OCEANIA
GDP (US
billions) (*)
Population
(millions)

2005

2008

Growth (%)

1,676.1

2,639.9

57.50

587.3

610.1

3.9

(*) The World Bank data
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AUSTRALIAN STATES % EXPORTS

TAS
1.50%

NT
2.10%

ACT
0.20%

NSW
22.80%

WE
33.30%
VIC
15.00%
SA
5.30%

QLD
19.80%
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Australian export destinations, 2000 – 2009 (*)
A$ billions

1998
Japan
China
India
European Union
United States

ASEAN
New Zealand
Pacific

ASEAN+OCEANIA

10.2
5.9
8

13.9
3.9
2
12.0
7.9

24.1

2000

16.6
6.9
9.5

24.1
7.1
2.3
14.6
11.8
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2002

14.1
8.1
10.8

22.3
9
2.7
16.7
10.3

42
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2004

15.0
9.2
11.6

25.0
14.6
6.2
14.1
9.5

36.5

2006

19.1
9.6
12.3

32.1
25.6
10.1
19.2
9.9
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2008-09

21.3
8.5
11.3

52.6
39.3
15.4
24.0
11.6

41.1

Growth
2005-2008
%
64.4
118.3
105.3
27.7
16.0

25.3
-3.4
1.8

11.4

(*) DFAT STARS database

CONCLUSIONS
In order to analyse the incredible growth of the East Asian economies it is necessary to
understand that, although they are frequently grouped together, these emerging countries
have different backgrounds in terms of population, size, culture, religion and political context.
The world’s newly market economies can be split in two groups: North-East Asian and
South-East Asian countries. The North-East Asian group, comprising Taiwan, South Korea
and Hong Kong, developed their economies two decades before than the South-East Asian
countries. However Singapore was an exception. Despite of the great differences, “they all
tend to have one feature in common: the central role of [the] national state in their economic
development (in the case of former state-socialist economies, of course, the central role of
the state was their defining characteristic)”.25Moreover, they all transformed themselves from
agricultural economies to industrial one with a rapid growth rate. In the North-East Asia,
powerful state instigated national development strategy based on export and oriented
towards industrialization with an economic system rooted in orthodox liberal thought.26 These
were the main guiding principles that drove the development in this area.
It appears evident that these countries have a lot of similar characteristics as well as some
differences.
In terms of socio-demographic structures, the four countries presented have high growth
population rates with great density in big urban conglomerations.
The role of the state had a central importance in all of the countries; it planned the economic
development even if with different levels of direct participation and diverse distribution of
power amongst the ministries and the bureaucracy.
Southeast Asia, in addition, will benefit from its proximity to China and India, but it will also
feel their competitive pressure. China will make its presence felt through soft as well as
economic power, including aid, multilateral diplomacy and extensive bilateral cultural and
educational links. But China will have even more interest in convincing regional countries that
its rise will not diminish their sovereignty. Economic progress and social development will
continue to be priorities for the countries of Southeast Asia. They will continue, in differing
degrees, to be beset by security problems such as terrorism, insurgency and communal
violence, but regional governments as a general rule appear to be able to contain these
25
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DICKEN PETER, Global Shift: reshaping the global economic map in the 21 century, pag.175
“In all the South-East Asia there has been a continued opening to the world economy and a retreat from the
nationalist and state-led economic regimes of the immediate postwar period”. RODAN GARRY, HEWISON
KEVIN AND ROBINSON RICHARD, The Political Economy of South-East Asia: conflicts, crisis and change,
pag.2
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problems. Burma remains a serious challenge for the region with the potential for instability
to spill across its borders.
There are several theories that try to explain such an incredible growth27, but the evidence
demonstrates that the “Asian economic boom” is due to a series of economical and political
decisions and a particular wealth of abundance of key factors. In addition we can assert that
the Japanese economic development pattern was a model that influenced the East Asian
countries28.
At the beginning, the fundamental factor was the high growth population rate that permitted
comparative advantage due to the low-cost labour force used to develop the internal
industries through a protective autarkic policy. The macro and microeconomic state
“dirigisme” was the main reason for success; it involved strategic development from primary
import-substituting industrialization-oriented light manufacturing, textiles and food to
secondary export-oriented industrialization focused on electronics, computer terminals,
automobiles and petrochemicals. Moreover the state supported the great conglomerates and
protected the small and medium-size enterprises. Tax breaks and subsidies were provided
following meritocratic criteria. Thus the policy features were realism, flexibility and above all
autonomy29. In terms of external policy, the key was the selective opening-up to foreign
investments and the learning of innovative technology and external know-how. The
receptiveness of the people and the devotion to work were two important cultural and
psychological factors maybe rooted in ancient Confucian philosophy.
In conclusion we can affirm that the “East Asian Miracle” was a complex mix between
internal industrial development and selective openness within an economic climate oriented
towards progress and innovation.
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High Technology: an economic break out
Furthermore, since the twenty-first-century innovation landscape is characterised by a single
world trading system, an increasingly integrated global production system, and a rapidly
evolving international R&D system and more and more firms are looking to offshore
subsidiaries and partners for new ideas, Australia is strongly investing into a ten-year reform
agenda to become more productive and competitive, in order to build a modern economy
based on advanced skills and technologies.
Globalisation has already increased the pressure on each country to move up the value
chain and engage in a continuous process of adjustment and innovation. Moreover,
Governments around the world are working with business to secure new investments and
create jobs, and business innovation translates creativity into jobs. The Australian
Government’s ambition is to increase in proportion of businesses innovating by 25 per cent,
and lift the number doing R&D, overcoming obstacles by offering incentives and support: the
exposure of Australian firms to global markets and supply chains has increased both the
necessity and the opportunities for innovation.
The thing that attract foreign R&D investment include a good supply of scientific and
technical workers; an effective national innovation system, with strong public research
institutions, science parks, and a reliable system of intellectual property protection; and
government incentives. The Australian Government is working on all these fronts to make
Australia a more attractive investment location.
The aim is to attract new investment that will expand Australia’s overall innovation capacity
and generate spill over benefits for the domestic economy.
The “pursuit of Excellence” is followed in all 39 universities and in national research public
centres (CSIRO, AAD, ANSTO, DSTO, CRC, etc.), which form a source of innovative ideas
and projects.
More than 119,000 Australians were employed full-time in R&D activities in 2004-2005. This
is measured in person years of effort, where one person year of effort is equal to a full-time
employee whose time is entirely devoted to R&D for a whole year. The Australian
Government supports R&D through direct funding as well as providing significant tax
concessions to encourage private sector investment. The Australian Government allows
companies to deduct 125 per cent of eligible expenditure incurred on R%D activities when
they lodge their corporate tax returns. In some circumstances, the tax offset for a portion of
their spending may be increased to 175 per cent. The R&D tax offset also allows eligible
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small companies to “cash out” their R&D 6295 companies with a reported R&D expenditure
of around $9.2 billion registered for the tax concessions.

Australia’s R&D expenditure profile 2004-2005(*)
R&D Research
Expenditure
(million A$)
%
Private Sector

8,446.2

53.5

Public Sector
Federal Gov.
Stat. Gov.

2,550.7

16.2

4,282.8
493,2

27.2
3.1

1,573.4
977,3

University
No profit Organizations
Total
Research
(%GDP)

15,772.9
Expenditure

1.76

Australia’s Person Years of Effort in R&D profile 2004-2005(*)
Person Years of
Effort
%
Private Sector
41,656
34.9
Public Sector
Federal Gov.
Stat. Gov.

9,335
7,654

University
No profit Organizations
Total

16,989

56,809
3,930
119,384

7.8
6.4

14.2

47.6
3.3

(*) OECD source

Australia focuses on the basic and applied research development, as it shown in the annual
expenses for R&D (1.76% of GDP in 2004-2005), the level of the university education and
the rich numbers of Australian scientists and researchers who find an easy access to the
best laboratories in the world.
Between 2001, the year where a national research program “Banking Australia’s ability”
(distribute added funds of eight million Australian dollars for the applied research in the
period 2002-2011) and 2005, Australian was revealed as one of the countries with the higher
46

growth of the GERD (Gross domestic expenditure on R&D) and GDP (14.2% of annual
average); only Austria, Spain and Korea have done a little better.
Summing up30, if we compare the Australian result with that of the main western countries
(USA, IK, France, Germany and Japan) it is shown that the “Country of Kangaroos” is
improving, according to the parameters connected with R&D.
The data supplied from OECD show that the expenses for the research of the Australian
public sector is superior to the average of OECD, but lower in the private sector, this is
because of the reduced number of larger companies. Beside this the activity of research is
carried out for about 53.5% from the private sector while 16.2 from the public (federal and
state) and 27.2% from the universities.
Investing in Australia could mean approaching the new big economies of China, India and
the ASEAN’s states. Since its hard currency, the English language and its inclusion in the
APEC, together with Asian and Latin America developing countries and United States as
well, it would be easy for Australia to become the main hub towards these territories for both
Europe and United States.

30
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The world will emerge from the crisis more competitive, more connected
and hungrier than ever for new ideas and technologies31.
Economic growth in the Asia-Pacific region should help to build a sense of shared purpose
and strategic interests, which in turn will assist stability and security worldwide.
China is a huge, newly emerging force on the world scene.
Barring major setbacks, China by 2030 will become a major driver of economic activity both
in the region and globally, and will have strategic influence beyond East Asia. By some
measures, China has the potential to overtake the United States as the world’s largest
economy around 2020.
China’s economy is still less than a third the size of America’s at market exchange rates. Its
GDP per head is one-fourteenth that of America. The innovation gap between the two
countries remains huge, and America’s defence budget is still six times China’s, but tensions
between these two countries are still present, and they will get worse in the next few years
for two reasons: 2012 witnesses important political transitions in the form of elections in
Taiwan and America and a Communist Party Congress in China, and there has been a
recalibration of perceived power (there is now talk of a G2 of China and America, implying
that their global weights are nearly equal).
The heart of the problem is a profound uncertainty in both countries about where this
relationship may lead. The chairman of the US Joint Chiefs of Staff, Admiral Michael Mullen
said32 the US would have to do more to build trust with China but he warned that Beijing
needed to be more transparent about its big increases, for example, in defence spending to
ensure there were no “miscalculations” in the Asia-Pacific. But From climate change to the
economic recovery, the world faces problems that demand China and America work in
concert. Their economies have become interlocked, especially in the past decade. America
is the world’s biggest debtor and China its biggest creditor. In many respects the two
countries are in the same bed33.
Australia has increased its exports towards China in an impressive measure in the last
decade.

31
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Powering Ideas-An innovation Agenda for the 21st Century @Commonwealth of Australia
The Australian, Wed. May 6th 2009. “China a ‘peaceful force’ “ by Michael Sainsbury and Cameron Stewart
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Australia, as it emerges from the charts above, is a country with an intersting economic
potential: it was born as a source of huge natural resources such as minerals and agricultural
product (with an exportation share, including finished and semi-finished goods, always more
than the half of the entire export in each country). Not to mention the development of a
strong knowledge and the execution of huge investments that Australia is doing in the HighTech sector during the last years.
Australia, with its geographical position close to the “par excellence” developing area of this
past decade, constituted by China, India and the Member States of the not only economic
organization of ASEAN, would be easily able to function as the main hub for the investments
dedicated to the trade with these Countries.
For Europe, Australia represents an increasingly important player in the South Pacific
region that encompasses a considerable market. If we consider the ASEAN region,
which includes 10 countries, and Oceania, which includes Australia, New Zealand and
the South Pacific Islands, the population is more than 609 million and a GDP of more
than US$2,639 billion.
In this new geopolitical arena, Australia has a significant influence and plays a main
role due to:
an import/export skill that actually is significantly higher than the one with
EU27;
the spread of Free Trade Agreements which improve the exchange in goods and
services all over this area;
the 39 Universities present in Australia representing the High Educational
System in this area, which also allows future high-level networking and
connections through these countries.
Given its cultural similarities with Europe and its high quality education system, this
country stimulates interest in high technology investments, in particular for those
European Countries which intend to invest in the Pacific Arena.
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ATTACHMENT

1)

Australia's Trade in Goods and Services

2) Trade in Goods and Services of Australian States
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Australia's Trade in Goods and Services by top 25 exports
2008-09

Australia'
s top 25 exports, goods and services (A$ million) - (a)
Rank Commodity
Total (b)

2006-07

2007-08

2008-09

% change 2007-08 to
2008-09

215,480

233,597

284,693

21.9

1

Coal

21,845

24,416

54,672

123.9

2

Iron ore &
concentrates

15,512

20,511

34,234

66.9

3

Gold (b)

10,740

12,272

17,507

42.7

4

Educationrelated travel
services

11,109

13,538

16,610

22.7

5

Personal
travel (excl
education)
services

11,538

12,004

11,673

-2.8

6

Natural gas

5,222

5,854

10,086

72.3

7

Crude
petroleum

7,641

9,597

8,255

-14.0

8

Aluminium
ores & conc
(incl alumina)

6,298

5,903

6,096

3.3

9

Aluminium

6,157

5,461

5,250

-3.9

10

Beef, f.c.f.

4,895

4,414

5,049

14.4

11

Wheat

2,673

2,886

4,936

71.0

12

Professional
services (g)

2,830

3,318

3,722

12.2

13

Passenger
transport

4,237

4,118

3,653

-11.3
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services (d)

14

Medicaments
(incl
veterinary)

3,370

3,552

3,617

1.8

15

Copper ores
&
concentrates

3,915

4,155

3,598

-13.4

16

Technical &
other
business
services (g)

3,020

3,519

3,426

-2.6

17

Copper

3,206

3,256

2,804

-13.9

18

Refined
petroleum

3,012

3,601

2,762

-23.3

19

Business
travel
services

2,514

2,710

2,698

-0.4

20

Passenger
motor
vehicles

2,692

3,362

2,664

-20.8

21

Alcoholic
beverages

2,989

2,799

2,606

-6.9

22

Other
transportation
services (c)

2,348

2,595

2,446

-5.7

23

Meat (excl
beef), f.c.f.

2,069

2,026

2,312

14.1

24

Telecom,
computer &
information
services

1,861

1,896

2,126

12.1

25

Wool & other
animal hair
(incl tops)

2,712

2,488

2,010

-19.2

Analytical industry series
Education (e)

11,478

13,958

17,190

23.2

Tourism (f)

22,246

23,593

nya

..
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Notes
(a) Goods trade are on a recorded trade basis, Services trade are on a balance of
payments basis.
(b) Balance of payments basis.
(c) Other transportation services exports cover a range of services provided in
Australian airports and ports, including Cargo & baggage handling services,
Agents fees associated with freight transportation and Airport & port
charges.
(d) Includes Related agency fees & commissions.
(e) Education services includes Education related travel services, Royalties
on education services and Other education services.
(f) Tourism based the ABS Tourism Satellite Account (TSA).
(g) Under BPM5 these two services were combined (in part) and would rank 8th
for 2008-09. See changes in this issue for more details.
nya - not yet available
Refer to technical appendix F for ranking methodology
Sources: DFAT STARS database & ABS catalogue 5368.0.
Using September 2009 merchandise data and services data as at September
2009
Updated 6 November 2009
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Australia's Trade in Goods and Services by top 10 partners
2008-09

Australia'
s top 10 export markets
Market

Goods

Services

Total

% share

Rank

Japan

52,697

2,308

55,005

19.3

1

China

39,321

5,120

44,441

15.6

2

Republic of Korea

19,269

1,833

21,102

7.4

3

India

15,419

3,378

18,797

6.6

4

United States

11,600

5,841

17,441

6.1

5

United Kingdom

11,509

4,418

15,927

5.6

6

New Zealand (*)

8,549

3,401

11,950

4.2

7

Taiwan

8,128

562

8,690

3.1

8

Singapore

5,518

3,154

8,672

3.0

9

Thailand

4,950

1,020

5,970

2.1

10

231,406

53,287

284,693

100.0

169,331

30,636

199,967

70.2

ASEAN 10 + Oceania

31,711

12,342

44,053

15.52

European Union 27

24,047

8,785

32,832

11.5

119,987

24,047

144,034

50.6

Total exports
of which:
APEC

OECD
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Australia'
s top 10 import sources
Source

Goods

Services

Total

% share

Rank

China

37,044

1,523

38,567

13.8

1

United States

25,334

10,304

35,638

12.8

2

Japan

17,843

2,472

20,315

7.3

3

Singapore

13,452

4,283

17,735

6.4

4

9,024

5,092

14,116

5.1

5

Thailand

10,749

2,017

12,766

4.6

6

Germany

11,106

1,182

12,288

4.4

7

New Zealand

7,050

2,907

9,957

3.6

8

Malaysia

8,332

1,013

9,345

3.3

9

Republic of Korea

6,528

506

7,034

2.5

10

222,520

56,499

279,019

100.0

151,289

31,388

182,677

65.5

ASEAN 10 + Oceania

52,804

13,660

66,464

23.9

European Union 27

45,401

12,094

57,495

20.6

109,143

30,949

140,092

50.2

United Kingdom

Total imports
of which:
APEC

OECD
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Australia'
s top 10 two-way trading partners
Partner

Goods

Services

Total

% share

Rank

China

76,365

6,643

83,008

14.7

1

Japan

70,540

4,780

75,320

13.4

2

United States of America

36,934

16,145

53,079

9.4

3

United Kingdom

20,533

9,510

30,043

5.3

4

Republic of Korea

25,797

2,339

28,136

5.0

5

Singapore

18,970

7,437

26,407

4.7

6

New Zealand

15,599

6,308

21,907

3.9

7

India

17,533

4,184

21,717

3.9

8

Thailand

15,699

3,037

18,736

3.3

9

Germany

13,307

2,243

15,550

2.8

10

453,926

109,786

563,712

100.0

320,620

62,024

382,644

67.9

ASEAN 10

64,920

18,074

82,994

14.7

European Union 27

69,448

20,879

90,327

16.0

229,130

54,996

284,126

50.4

Total two-way trade
of which:
APEC

OECD

Notes
(a) All data is on a BOP basis, except for Goods by country which are on a
recorded trade basis.
Sources: DFAT STARS database (Sep-09) & ABS catalogue 5368.0. (Sep 2009
issue).
Updated 11 November 2009

New South Wales (*)
% Share of Australian trade
Goods

Services
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TOT

Exports

17.9

40.2

GOODS trade:

22.8

A$ millions
6,122
2,103
1,845
1,635
745
515

Major exports

Coal
Aluminium
Copper ores & concentrates
Refined petroleum
Beef
Alcoholic beverages
Principal export destinations
Japan
New Zealand
Republic of Korea
United States
China

A$ millions
7,906
2,403
2,339
2,243
2,220

SERVICES trade:
Major exports
Education-related travel
Personal travel excl. education
Transportation

A$ millions
5,341
4,031
3,661

Exports by broad sector

Services
40.70%

Primary
Products
28.20%

STM
6.90%
Other goods
7.60%

ETM
16.50%

(*) 2007-2008 Australia’s Trade by State and TerritoryAustralian Government, Department of Foreign Affairs and Trade

Victoria (*)
% Share of Australian trade
Goods

Services
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TOT

Exports

12.2

25.3

GOODS trade:

15.0
A$ millions
1,542
1,267
776
656
641
620
518

Major exports

Aluminium
Milk and cream
Cheese and curd
Meat (excl beef)
Refined Petroleum
Beef
Wool and other animal hair
Principal export destinations
China
New Zealand
Japan
United States
Republic of Korea

A$ millions
2,270
2,223
1,842
1,716
1,194

SERVICES trade:
Major exports
Education-related travel
Transportation
Personal travel excl. education

A$ millions
4,450
2,470
2,077

Exports by broad sector

Primary products
24.50%
Services
38.70%
STM
7.60%
Other goods
4.60%

ETM
24.60%

(*) 2007-2008 Australia’s Trade by State and TerritoryAustralian Government, Department of Foreign Affairs and Trade

Queensland (*)
% Share of Australian trade
Goods

Services
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TOT

Exports

21.0

17.1

GOODS trade:

19.8
A$ millions
13,118
2,698
1,102
1,347
1,320
595
471
391

Major exports

Coal
Beef
Zinc ores & concentrates
Copper
Aluminium
Lead
Nickel ores & concentrates
Refined petroleum
Principal export destinations
Japan
Republic of Korea
India
China
Taiwan

A$ millions
9,051
3,720
2,909
2,447
2,378

SERVICES trade:
Major exports
Personal travel excl. education
Transportation
Education-related travel

A$ millions
3,300
1,889
1,874

Exports by broad sector

Services
19.90%

Other goods
13.00%

Primary products
51.50%

ETM
5.50%
STM
10.20%

(*) 2007-2008 Australia’s Trade by State and TerritoryAustralian Government, Department of Foreign Affairs and Trade

South Australia (*)
% Share of Australian trade
Goods

Services
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TOT

Exports

6.1

3.7

5.3

GOODS trade:

A$ millions
1,866
1,378
1,083
582
564
351
346
254
194
160

Major exports

Alcoholic beverages
Passenger motor vehicles
Copper
Wheat
Lead
Iron ores & concentrates
Meat (excl beef)
Refined petroleum
Fish
Silver & platinum
Principal export destinations
United States
Japan
United Kingdom
China
New Zealand

A$ millions
1,855
900
860
816
564

SERVICES trade:
Major exports
Education-related travel
Personal travel excl. education
Transportation

A$ millions
741
482
253
Services
15.60%

Exports by broad sector

Other goods
7.20%

Primary products
40.60%

ETM
20.90%
STM
15.70%

(*) 2007-2008 Australia’s Trade by State and TerritoryAustralian Government, Department of Foreign Affairs and Trade

Western Australia (*)

% Share of Australian trade
Goods

Services
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TOT

Exports

40.9

9.5

GOODS trade:

33.3

A$ millions
19,916
12,017
9,191
4,784
1,819
1,158
1,152
742
605

Major exports

Iron ores & concentrates
Gold
Crude petroleum
Natural gas
Wheat
Nickel ores & concentrates
Copper ores & concentrates
Liquefied propane & butane
Refined petroleum
Principal export destinations
China
Japan
Republic of Korea
India
United Kingdom

A$ millions
17,324
13,041
5,898
4,929
4,833

SERVICES trade:
Major exports
Personal travel excl. education
Transportation
Education-related travel

A$ millions
1,471
1,020
938
Services
6.40%

Exports by broad sector

Other goods
32.60%

ETM
4.50%

Primary products
54.50%

STM
2.00%

(*) 2007-2008 Australia’s Trade by State and TerritoryAustralian Government, Department of Foreign Affairs and Trade

Tasmania (*)

% Share of Australian trade
Goods

Services
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TOT

Exports

2.2

0.8

1.5

GOODS trade:

Zinc
Aluminium
Wood in chips or particles
Copper ores & concentrates
Crustaceans
Beef
Iron ores & concentrates
Cheese and curd
Milk & cream

A$ millions
745
484
417
240
106
103
72
57
49

Principal export destinations
Japan
Republic of Korea
Hong Kong (SAR of China)
Taiwan
China

A$ millions
726
474
409
295
293

SERVICES trade:
Major exports
Personal travel excl. education
Education-related travel
Business-related travel

A$ millions
212
122
36

Major exports

Services
10.20%

Exports by broad sector

Primary products
35.90%

Other goods
18.20%
ETM
4.80%

STM
30.90%
(*) 2007-2008 Australia’s Trade by State and Territory-Australian Government, Department of
Foreign Affairs and Trade

Northern Territory (*)

% Share of Australian trade
Goods

Services
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TOT

Exports

2.7

1.5

GOODS trade:

2.1

A$ millions
1,071
1,040
382
294
251
140
56
40
14
13

Major exports

Natural gas
Manganese ores & concentrates
Crude petroleum
Zinc ores & concentrates
Live animals (excl seafood)
Pearls & gems
Iron ores & concentrates
Inorganic chemical elements
Jewellery
Ferrous waste & scrap
Principal export destinations
Japan
China
United States
Indonesia
France

A$ millions
1,369
1,357
357
327
170

SERVICES trade:
Major exports
Personal travel excl. education
Government services
Transportation

A$ millions
294
274
88
Services
14.20%

Exports by broad sector

Other goods
21.70%

Primary products
59.20%

ETM
1.30%
STM
3.60%

(*) 2007-2008 Australia’s Trade by State and TerritoryAustralian Government, Department of Foreign Affairs and Trade

Australian Capital Territory (*)

% Share of Australian trade
Goods

Services
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TOT

Exports

0.0

2.0

GOODS trade:

0.2

Telecom equipment & parts
Gold coin & legal tender coin
Measuring and analysing instruments
Jewellery
Crude vegetables matter
Optical instruments
Medical electro diagnostic apparatus
Musical instruments & parts

A$ millions
2,189
910
579
334
283
187
2
2

Principal export destinations
France
Taiwan
United States
Trinidad & Tobago
Uruguay

A$ millions
1,847
917
811
579
257

SERVICES trade:
Major exports
Government services
Education-related travel
Personal travel excl. education

A$ millions
480
222
129

Major exports

(*) 2007-2008 Australia’s Trade by State and Territory-

Australian Government, Department of Foreign Affairs and Trade
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