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AUSTRALIA - UE TRADE AND INVESTMENT CONFERENCE: STUDY BY
COOPERS & LYDRAND

As you know, my Secretary of State and his Aastralian opposite
numher, Senator Button, jointly commissioned a study from
Coopers & Lybrand earller this year in preparation for the
Australia-UK Trade and Investment Conference on 22 June. The
consultants were asked to analyse the trade and lnvestment
between tha UK and Australia, and to identify obstacles to and

opportunities for further development of trade and investment
between the two coantries.

Coopers & Lybrand have now submitted their study, and a copy
of the Executive Summary 1s attached. My Secretary of State
wanted the Foreign Secretary to be aware of its contents, and
of how he intends to respond to the suggestions in Chapter 7
for Government action, before the Conference.

The study contains the welcome conclusion in section 1 that a
new dynamic Potential began to emerge in the bilateral

trading relationship in the late 1980s. It states clearly in
section 4 that the UK has advantages over the rest of Eurcpe
as an investment location for Australian companies, both in
itself and as a springboard (or expansion inte the Single
European Market. The study also concludes in section 5 that
Australia offers UK companies advantages as an operating base
for attacking the Asia-Pacific markets, These conclusions are

as welcome to us as I expect they will be to the Australian
Government .
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Section 6 of the summary gives the consultants’
recommandations to businesses - to take advantage of the naw
trading opportunities offered by 1992 and the expansion of the
Asia-Pacific region they need a change in perceptions and
strategic thinking. In brief, they need to consider whether
collaboration with other £irms would be advantageous.,

The study suggests, in seaction 7, that the UK should continuoe
Eo press for reforms in the Common Agricultural Policy through
the Burcopean Community:; and that the UK and Australian
overnmenkts should lobby through GATT negotiations for
reductions in manufacturing and especially services
protection. The report also suggests that there are a number
of areas of mutual interest which could form agenda items for
a strengthened relationship between the DTI and DITAC (Senator
Button's Ministry) and the Australian Trade Commission. Tha
first two of these suggestions are in line with axisting
Government policy, and the third is acceptable. My Secratary
of State will respond positively to them in his keynote speech
at the Conference.

The only possibly contentiogs Suggestion in section 7 of the
repart 12 that "boath the UK and Australia need to communicate
bettar their rules regarding competition policy and mergers
and acquisition activity and, where these are demgonstrated to
be restrictive on trade and invastment Elows, to seek to
reduce the restrictive slements®. My Secretary of State
thinks this is just about acceptable, but he intends to
include a major passage in his opening speech to the
Conference making it clear, as he has done in previous
speeches, that foreign investment is welcome and that UK
competition rules do not restrict it.

I am copying this letter to Charles Powall at Naomber 10 and
Duncan Sparkes at the Treasury.
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. . AUSTRALIA - UK TRADE AND INVESTMENT 5TUDY: SUMMARY

1 AUSTRALIA-—UK TRADE AND INVESTMENT: MAREET DYTNAMICS

R espective traditinnal srengrhs provided the histomie

base for trade, Bor in the 19705 the toro conntnies
focused on differcit markess — the UK an Europs and
fusirabia on the Assa = Pacifn markets, A mew
dynamic r..::-:r'nl:u.l began to cmerge 1n the bilateral
relatiorship in the late 195

Traditional sorengths

Anistraha's vast agmiceliira] and fuserdl fesources were
the foundifion for expars to the UK dominaeed by
prntary produst and procesed food and minerals
{zgriculiiral producs, marenals and coal represented
samie S0% of Austrabian expors o the UK s 1987).
The LIK's strenypth was 1in machimery and equipmicst,
chemicals and consmuamer |-.-'r|1|.‘||.|-:'r:., SETVINg the
Auvstralian consumers with thear impor: requerements
ichensicals and machinery and Tanspor equipment
comprised H0% of UK exports to Ausiralia in 1947)

Changing Regional Foous

From the eady 1970 the relaive mopuriance of e
bemwreen the ro countres declined dramaticallby. 17%
nf Awsiralian TITIpIEs cAme frovrm the UK m 14973; hoy
19ET che fgure was TH; owver the same pernosd the
Auvseralian share of UK imports f2ll from over 2% o
l=ss than T4, Wt happened?

Ax a resule of the UKy accemion to the BC an 1973,
hoch conntnes. became more chsedy .4.'|F1_'|1e-|:| wiith
their different regronal markers. The LK s trade
shufted o Evrcpe (hall its cxports going o Exrope in
1967 whale Sustralia looksed immore closely at the
rapidly prowing Asia — Pacific markets (half i

EUPITs went b these markees m 199 I where 1t criald
exploit i namral resource .ad'.':nr_:.g-:‘:.

The UK's mapor twestment presence 0 Auwstralia was
founded naaiely on natuedl reources and seovices,
Here too there wis redative decline as other Jocaoons
hecame more mpartant o UK investon and osher
CONInEres sn1.'.|.|;|'.~l o ke l.-'_ivml:.l,g_\. of Ausrealian
oppertunities, The UK share of overseas investment
fell by one half fromy 40% m 1970 oo 2056 1 1987
The UK was replaced by the US a5 Australia’s Beges
overseas investor, But it remained dee second lasgest
trvestor in Australia

Changing Paltern of Exports
.‘\nmfrh;ng began to happen in the Avstralian pattern
c&i'cu?n}rﬁ to the UK in the mid 1980s; Owver 12% af

Auseralian expons of electnical machinery went to the

LIE m 19587 — douhle the 1973 share. Whilie the LK
pattern of expons remained broadly unchanged, other
EC countmes secmed o be adjusting oo new
opporiuniie o the Austraban markes

Thare wepe some ::plﬁc;nt :.1|.'1'|.'I|1|:|m|.'11.h.. Pl
prostucts hased on Anstralian natoral resources
appeared on the shelves of Borich scores. Equipment
such as electneal power machinery fousd it way oo
the Brtsh shop foor. Amiciban components [eaturcd
i British products, And Awstrahan consamer poods
siich as fnrnitore '|'r|:'|__||.'||l o he zold i the ':hn-T\r:
Ausralian busmes increased i direcy invesoment 1n
the UK from a small base (Bom vistially nothing e
ncerly 12% of o] foragn dioect invesancnt Jows 1o
98Ty Maost of this was tn the services (Bnance, media
and trneguortation) and brewang sectors. The increase
was dramatic both in the numbers and m terns of the
public profile

Ansmalian |n;n||£l,r:;|r||'.g and servicss were Innklng;
carpwands from the domestic manges st as the 1992
proces of Europeun integration wigkalded. 3
These developments present the potential for 2 new!
dynamec relationship in Australia — UK wrade and
mvessment based on complementary acovities in

EETVINE respective regional markets

lnve the 1900

ke 1992 process of European Community
integration will reinforce the changing focus of LK
wade and bresstment on Europe; bot it will also open
up apportamites for Australian exporers and
Awstralian businga investing in the LTK perhaps as a
:q'.nn_i_':lw'-.lrd (1| (4] E'.I'.I'l'I-T!'-.'.

The Amia — Facific regron 13 expecied S CONGRUE G
be the fastest growing area of economic and trade
gr-::-u'rh Anestralian husiness focuws on the rEglan 15
lk=ly to be reintorced; bur the substantial LTE
nvestment base i Ssseralia coald prnw:!q- A pl.qrfﬂrm
fiof export expansicn inlc e togion

The Urrognay Feound will have implications for
Australia — UK srade and imvestment reladons bar,
given the complexities, the ourcene fmust be
regarded as uncertain at this sage. The UK and
Australia may find common canss on European
agraeuliunal seforn and on deregulaton of s=rvaces,
Any rediction in anff and nop-anff made bariers
cold have -|1'.|:'||:|.||=_.' heneficial =sHects in encot ""'Ei"l-'-
purward looking and complementary stratepics fos

both Ansralian and UK companses.




2 AUSTRALIAN EXPORTS TO THE UK OPPORTUNITIES AND STRATEGIES

The UK is in many ways a natural markee for
Auscralian business. [t offers a vatery of advantages.
Australian expomers are seizing the oppOranites in
non-tradioonal as well a8 rraditional export categorics.
Ohur case-studies provided insights into the general
advantages of the LK market, the constraints on
exporting to the UK and the successdfial strategics
needed to overcome the lacer in onder o make the
muost of the former.

The case stwdies were taken from the following
Calepores

Traditioa] arces of Ansralian-advantage in primany
1."'1l.IlJu-..|.'!|. = wigal and COpper;

MNew areas of advantage but based on maturl resource
endowrenis, such i wine;

Mew areas -.:-I'spl.'LuJ.inrl.‘I b F]" vahue-added
manuiaciured prh::rduu_'-. such as aucomotive
COATPOmETIE, rmecheal atwd wcbentific l:l..|_uipTI'|H'll.
telecommnuntCAtons |'|-'|'-|-|F||:|1|-|:||-:

Services hased on Australian busines expenicine in
serving o geographically large but thinly popolated
domestc rrlu:'|-:|.'I!1 fiut -.-.\:an'.pl-: TEnspoT and
communications, Grancial services and compaster
software

Advantages of the UK Market

The size of the market ofiers the prospect of
sgnificant Austrahan sales and prafis

Suecessful market entry enhances credibility in odier
European markets, Japan and North Amerca.
Commen language, culture, education, legislation and
legal processes, business and Gnancial environment
Acces o technology; the UK is at the keading edge
in a number of rechnokagies and physacal presence in
the market can be wsed for techoology transfer.
F.ebatively low Australian labour costs and the high
quality of its bunan resources provide the hasis for
sepving the reguirements of the UK market for
acdhvanced, skill intersive product and services.
Multinational enterprises (MME) are 3 major feasure
of the UK market; establishing credibilivy with an
MME either in Awstralsa or the UK can provide
Australian businesses with the opportunity for entry
o other markes,

Constriinis

LK mrarkeri conaifioma prl.'h-;.'nl.l:]: constrnnty: well-
esmblished purchasng patterns and strong
competition in the highest quality goods and senaces
from the USA, Japan and Europe, incresting market
EnLry difficultes for Ausiralan Exprts; the |].|'-.TU|.1U1’:I||
and fnancial costs and risks of establishing a physical
presence in the UK market: low probis margins
avatlahle in the UK compared wath Japan and MNorth

Amcrica {especially on sales po the public sector);
Just-in—Time management techniques being adopted
in the UK requining close contace with component
supphiers ro che relative dissdvantape of Australian
business; increassd imporiance g pE.1-.'.|.'|.'| an
after-sales service necding the local presence of
well-truined sall

Australion supply condition: presenited difficultes:

s small, fragmented domestic market and indiustry;

3 lack of curward loeking strateges of Australian
managemient, cspecially in manuiEcoring an
mzdequately devebaped venrure capital market;
surface transport problems gvimg fse 1 kigh shipping
and dock handhng codes; the lack of exporting
sirategies reflected 1o [and exacetbared by shormages
of comp=tent marketing and export manager.,
Ceneral factorr; exchange race fluctuations after a long
penod of relative stability; European Communtty
legulabon and regulstions and restrictions on
imparted processed agriedltural products; unceramey
about the 1992 process and 16 implications for
Australian exporten.

Stratejic Opportunities

Ihe approprate market entey strategies for exporting
gonds heve tended to invelve niche positioning based
on specialised rechnology and skill-intessive
resources, and on carcfil prodect differengation and 2
lang-term marketing strategy. [n same cases,
experience insupplying moltinstonals in Ausraba s
been helpful

Avstralizn sutomonve component manufctures built
om their credibility in operacing flexible short
production runs with MMNE: in the Australian market.
Anstralizn wine 1% 2 recent success gory in the UK
markst, Here, the Australisn produces overcame
consimer resistance and competed wath the
cstabilished advantage of European wine producers
with a marketing strategy which demonstrated the
quality and vaboe for money of Australian wimes
Succriiful expores of Australian sernices were
dependent on establishing a reputation for qualicy and
refiabilicy, The *Australian' image wis not always an
upunediate advantage in this reipect. But particular
stlention o intra-company culture, the use of joint-
wentures and sicoess of Australian ;:r::lducb have
chanred the Australian image. Exposure to Australian
problems of disance, a low regard for established
practice and laceral thanking have been cited s
competitive advantages in Australun service expors.
Mustralian comparter software has bailt on the
sophistication of the Ausralian insurance and Aoance
indiastries and now has 3 reputation for excellence and
inovadve thinking in the markes

3 UK TRADE OPPORTUNITIES IM AUSTRALLA

The :'rs'iunal repas g af the UK afier aceeisson
o the EC caused its share of sabes to the Australian
market vo fall dramatically. Yee the UK has relaave
export advantape in produces and services for which
demand is hkely g grow in Aostralia. Other EC
countries have shown that Enropesn companies’ sales
penetmation into the Australian mport market can be
increased. Britsh business may be missing cxpodt

L'I-FIPIDITIJHJI:I.E!:.

UK Export Advaniage

Froan cur statistical work, relative TTE expor
advantage was identfied 1 a range of produces,
inchudimg defence and asrospace, chemicals,
machinery (especally for procesing matenal inputs,
such s feod processing machinery) and consumer
products like books, furmiture and sextile fabrics,

i There were sectors wheee the UTE was bess successtil

in selling to the Avstralian market than it was o the
rest of the world, such as vehicle componenis,
Computer equiprment and insmomens.

i Even where the UK had relative expomn advantage, it

stall Jos H"I'I.I"J.I:llj in Auiskralian iII'.I.].H.."'Jl. tierrkets whilst
other BC countries were imcreasnig slave, o
example in chemicals and pharmacenticals, paper and
board, non-elecmcal machinery, furmire and ravel

g,

Aonsiralian Market Growith
The Aunstralian market presents oppartinitbes fear
renewed UK expom penetration, It is me secomd

]il‘“L'hl macket in the Awa — Pacific repGn — thi
I-L:pnl:l!'ir of Korea 15 che next I,iTi{'\."'It bt unl':,' half che
size, It has had GDP and povate consumption growth
rates in the 1980 which excesded the average for
incustrialised conntries. And it has levels of per capin
private consmumption higher than the averape of
European DECD coantres

Crermand growth for capital goods is likely 1o be
sustaned i areas where LK companmes ame strong
such as defence and aerospace, mining and tansport
equipment, process plant,

Increasing afluence & cresting and mercasing
consumer market growth inoaree whete thene are
strong UK products such as guality food and donk,
fabocs and furmture.

Incressing demand growth for services especially in
education and health, entemainment and tounsm
provides the opporminicy for LK cxpoms of services &8
will as the manvbctursd meods et seppor these
SEMVICE Sectors,

AUSTRADE has identified a range of products and
sepvioes in which strong parential ¢xiss for Australian
Cxporl H]U'A‘ﬂl.. M.l.u}' of these are in areas of
traditional UK export advantage. 5o, while they
Tepresent 3 ]:-c:-lr:nu.:| SOEITCE c_:-f:ca-:npeluu:m. l|'.|l::.' abus
represent an opportunity for complementary trade,
Software, coanmunications equipment, processed food
aiad u'.iJu.l:L_.: |uu|.':|.i|:|l:r'!|.' (HERY offer :I_.II.‘\CLEIE
apportunities of this kind,
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4 THE UE AS A DESTINATION FOR AUSTRALIAN [NVESTMEN]
SPRINMGHOARD INTO EURCPE?

The UK has advantages over the rest of Evrope a5 an
invesnent lecation for Awustralian companies.
However, thees are constraing, some of which can be
influenced and overcome provided Australian
companies are prepared o be flexibie

UK Advantages

Commercial advantages are realised becsuse paralled
legal, accounting and fscal systems redace ‘tramaction
costs” af entry and operatbon i the TR,

Parallel instunaions and practices alss make certain
]ﬂmdt-;_-L-. and services more easily marsierble from
Masstrabia

Commnn bngeege and similar cialture provide real
commercial advantages for the UK as a focaton for
Anmrralians.

Conwnercial Obstacles; Possible Solutions
Among the commercial obstacles to invesunent
encountered in the UK are:
the peed o contral 2 bosiness from 12,000 maley
away;

— the curronl irmage af Acstralian COMTEPAILES and the
focas on tholr fimancial sebetiiece and d-::'p.l'n" ol
commitment by some UK banks and busines
service providers

There i mo pesfect solution to the first of these; some

companics have developed colrare and management

syseenys that they can impose from bong distances;
ather have addressed the probéem by having al
strategic decisions taken from Awstralia.

The second obstacle denves partly frons an inage

problem which can be infleenced and wall change

over nme and partly fom different actitndes to

basiness nisk. Awstralian companies may need oo

package their LK financial strucoure o take acoonnt

of teese- differences.

Institutional Obstacles

Institutional obstacles vo investment expanstion m the
UK inchsde restrictions on foreign awnenlop i
certamn induastries {14 media, sirlines). There = aboa
perception in some gquarters of adverse LIK attituicles
iy barge, hostile mkeovers by Austmalian companies.
These factors canmiot be mfluepced in the shon tem,
bt they will not affiecr many Agsoralian companies
seeking o imeest in the LR The companies that are
affected mmay need o think creatvely about
co-operitive arangements and staategic alliances with
LIK cormpanies

UK Advantage as a Springboard
For Austrafian compantes already established in the

UK there appear 1o be snong reasons for directing
theer European expansion cffort from this base, The
sume reasond could provade an imcennve for other
Austrabian CONTEpa ey b conader the UK a5 2
springhoard for Enropean expanson, 'The advantages
of & UK kocation ane;

Easier access o the financial communiry and greater
wisibility i the firancial centre of Europe B posiible
The impact of different legal, accounting and other
emsritutional amangemens and systems can be
mnintrised,

['he scale economics achicvable by groupisg cemain
regional cotpomte activities, such o planoing,
wreasury and financial management, can be masximsed
in a LI lacanon
1992 harmonisation proposals will not change many
af the culturl, legal, financizl and accounang
practices.an the UK — s, e is Likely to remain an
efficient entry and fnancial nmnagement paint for
A serabian buisaness.

Apart from che Jow marsacton costs of establishing
the UK, other sdvantages (relatively low labour casts,
suplustrcated LJ'|.I'i|.J| markers) will alsa niog I-'J'Lll'al!,\'!
t'_g;'n'!:.:anth- inn the eredivie term as a pesulbt of 1992,

The Meed for 4 European Strategy and Wider
Appreciation of 1992 Implications

The challenge for Australian companics expanding
inge contimental Europe from a UK base 5 o
integrare their managenal and product! service relaed
skills with local knowledpge snd contace in the locl
rarkes, while ensunng elective control mec harmsms
trom the LK.

Companies like Elders IXL and TINT scem 1o be
taking the approach in some of their recent moves
that joint venrores might be the best way of dealing
with this trade-odf in the shom rerm even where full
control 13 the wlbmate objecave.

An integrated Buropean macket may provide grester
apportunity for deploying transferable dkills from
Australia derived from operating m a larger
geographic markes {eg skills of bogistics, recling,
nelwirk EEHTER T E g 1

Past 1992 entry buto vrore Esropean markets may
mean that mire mEEec el IC0urces have 1o be
locared in the local markets, Whalss fiancial and
other HO} manzgement functons maght best be
locared in the UK, closeness and fammlianty wath local
markets will probably require 3 dismributed
management sructure and inputs from local

MR EC I,

Auitralian companies in the LUK appear to be well
informed about the 1992 process, but perhaps need to

foeus mote on i efects on customers and supplers, Broadening the meaning of *1992" m thes way means
rather than just on the effects on themsslves, that conpanies will have 1o adopt 2 systemahe proces
They abo need to recognise thar 1992 5 more than for idenbifyving wlich sounces of change are mporans

set of directves it s about th:s_q\_-y: in arritades few Aatstralian COTILpaTILS APpLis Lo have done this




5 UK INVESTMENT IMN AUSTRALIA: SPRINGBOARD TO THE ASIA - PACIFIC REGION:

The UK 15 the second hrgest mvestor in Ausoralia
Bur are opportamities being mssed which other
ivestons are seiEng? E

UK Inwestment: Growing in Valoe; Declining in
Share
UK investment in Australia is growing in value teoms

bt its share of towl investment s flling — by one half'

in the last 17 years.

There are 2 number of rexwons for ths: the ncressing
imporance of other markets, no@hly the USA and
Exvrope, for UK invesoors; the removal of Australian
investiment rules preferential to the UK and
elimination of Investment Fesmenons in cermain
sectors — levelling the playing fiedd; the deregolanion
of the financial markets and removal of exchange
contral relatively high growth rates in the mad 1580
requiring overseas capital to supplement domestic
savings at a higher rate than previousty, Mors apen
acress has mewatably eroded the domimant snd
samewhat protected postion of UK investment

Yet heter than averige growth of direct investment
indlonas was achieved by the UK in finance and
IAvEsHTLEne., H;|‘|_¢E'||‘|T| ATk :"'|'|I.I:I|'|I'I'||":I11I IHI'IL‘I.I:‘..I.LTI:.
chemacals and nening

Australia as Springboarcd 1o the Asia — Pacific?
The Asiz = Pacific TEEEN i L'J-:pl:\-'.'l.l.'lJ o CoayElnue o
expand Bster than the rest of the world. But o a
market it presents difficulties; a vanety of protectionsst
measures; cultural divemsicy; colouml differences with
LIS, European and Australian business practce; the
multiplicity of small markets; consderable differences
betareen markets

Auscralia offer ,]dtr.11|1'.1g|:« ax AN opErafing base for
artacking the Asia = Pacific marksts: politically stable;
languiage, cultural and other similaritics wath the LTK;
sizeable consnmer market; good business
infrastructure (except shappmgh; Bvourable acces to

matenial mputs and enengy; high educatbion Tevels and
a skilled workforce

But thers are disadvantiges 1o0; cultural, business
practice differences with other Asia — Pacific markess;
distance from the markeos; small domestc market (for
capital and industnal goods); kigh hbour oo relatve
1o other Asia — Pacific bocatons: high coastal and
internatione] Meight rates

The halance of advantages and disschvantages is hkely
to wary by compaiiy, sectar and cowsitey of orign.
The Anstralian spnnghaard has been used mamly for
processed primary products (sach as foodstuffs, non-
ferrous metak, knitted varns and tsbrncs) but alo for
automotive components and cormmmunicanons ancd
office equiprnent.

LUK Strategies for Using the Springboard

A peview of CoMipanics Operatng ouwt of Avemalia in
the Aska — Pacific markets concloded thar chis was
mosd succesful wherns: Aukstralia i@ :'l|-l'l‘-l-|‘:.' the h-g;,;-.t‘-'-r.
dosnestic market for & company’s peodust in the
region; and the mest substantial manafcruring plam
in the regIod 15 or could be located in Aistralia 1o
which ather corporate funchons could be added
M;_n:. LIK r-:'-|1|.p.-|.|'|ii.".': picnblished subsdianies in
Australia behind the pdf hamers bur did mot lock
beyvond the local market nor comsidened Tr.mst'i':ring
.1r.q||.|1'|.'|:| skills to ather subsidanes

Sevenal reasons were given for this: lack af
Anfrastrisctare in e EOIMPARNICES [ MMANAEL ©XpOrs o7
revcarch and development; o mandate rom cencral
HLO o develop products beyoad that secesary o
mest local standards; and a lack of a defined role fur

Aunsralian subsidiaries in a regional or glosal strategy,
S0, Ausralia can provide a spnngboard o

Asta— Pacific markens. UK companies have the
prosenice in the Aussralian market necesary w make
this possible. But to dage they have generally licked
the outward and regronal srategy required to make it
happen

& ALISTHALTA — UK BUSINESS COLLARORATION

Our smdy has persuaded us thar there have been
sigrificant changes and new opporminities smerging
which could mansform Avustralia - UK trade and
imvestment relatons To ke sdvanuge of these
opportunities a change in peroeptions and strategic
thinking i required based on 3 broader and looges
term perspective

Ausiralian Companics

Maore enabward dooking export smategies lave
emerged im Ausstrabian manufictnring ang services: 3
Lagged response to currency depreciaton and wags
restratni: the ase of new menofacunng wechmgues
and vechnology: un increasingly apen trading
framewark; the emergence of a growing cadne of
dynasmic managers prepared to ke on exporn
markets.

1992 presents significant potental for forther
broadentng of Ausralian businesses' ourward
strategpes. But it requires 3 wider perspechive
exrending beyond the *directives’ and embracing
effects an cussomers and supplien

T sustain the .']L"l.'n.'i.l:lprnl.'nt of ourward SIrarees and
o cxploit the opportunities presented by 19592 may
requane Harsgement ronng and uxpl.':l’iflll.'l:. ['lli'fh:'lp'i
through jolnt ventures, specifically in integrating
disrribueed local knoeeledgze and sxills with effecave
cesiral management congrol mechsnssms:

UK Companics

Generally, UK companies dior not appear o be
niaking the most of the more hbe ralised trading
crvironmens in an cxpanding Avstralian market.

The srategies of those UK companies already present
in Australia seem o be fooused oo e domesnc

AT &1

The expanson of the Asia—Pacific regpon and the

uncertainty of the Hong Kong role after 1997 would
suggest that consideration should now be gven o
Auvstrabia as 3 potential locaton for UK companies
WIENNE B0 serve that :r|.'|..:'i.-:.'-r.|'. it will net be suitable for
soamne, bot it should at ket be considersd as an

OpUOR

Complementary Collaboration

Thers is emenany evidence of ncncasisg

complementanny between the two cconcanics,

Chae fomm this can @ke 4 strategpe albamnces.

Such allisices have 1o date been largely confined w

the prmary seceor. Bur we regard alliances in other

areas to be podentially significant based on nisk ang
technology shanng and on complementary and
miutual support in respective regponal maskets.

W e have identificd posental alhances in the llowing

CabEjTies:

~ materials, minerals and agricultiral processed
prosducts, combining Ausralian resource
endoammnents with UK processing and markecmig
expertse, e 0 anmng, food and woel processing;

— input products based on Australian cesource
achvanmages and LK strenpths, ey in pharmaceatdcals
and processing squipment such as food processing
machinery and mining equipment;
services based on Australia’s ability to cope with the
‘rypanny of distance’ and utilising UK marketing
sind rechnology srengths, as in trnsacdon
precessing wivd financial services,

- collaborative L&D and technology transter
arrangements o exploit complementary specialised
rescarch 5.|:rc|:||__!||:|'|5,_ as tn medical and scientific
cuuipanent, 'I*:-in_'ﬂ:«rl':ﬂ-.'.-lng',' and compiiter software:

— mutually beneficial markening arrangeinents basied
on multinational enterprise connecaons, such as

automnbive and acrospact COMPOREITS,




T POLICY COMSIDERATIONS AN} ACTION

Char study has persuaded vs thar there i potemiial
for 2 new dynamic i Austraba— UK trade and
mvessment, [t will require more outward looking
-r:.:.q.-.__-|||-. can the |_'\l.'|:"! oot LIE amd Arsiralian buisiness
The respecrve Governments cun assist by liberalising

ancl Gacalitating

Further Liberalisnriomn

The Auwstraban Govemment has recently annoanced
that wade-rangueg ol reductions asd die
elmination of guotas will be completed by 1995
{dwer the st 81X yoars the Australsan Cronverniment
has tloated the cumrency, elimumated exchange
camtrals and liberalsed che fenancial sector.

The UK should contings to press for reforms in the
CAP through the EC; Awstrabia should continne to

biahby

ough the Caims Group
Both the LUK and Ausiralia need to comeanicane
better their nales regarding compebtion poliy dnd

MECA acrivioy and, whe

re these are demonstrated o

|1 #70 .'||'||| EINVESITMETH :I"\l'u".'\-. i sk

I.ll\.' resEmcuvYe of

to reduce the restrctve elements
Ihe UK and Awstrabian Governments should Lodiby
rE|m|,|:_-|1 GATI FleaiaiElateletd for reductsons m

HTAFTIA BT Likreng nad Chpodi -”.- BENVICES protecnon

Governments' Facilitating Flole

The UK Government, throogh the Department of

Trade and lndosery (DT, sees i rode a5 cTeating i

siEifak

¢ |'n'|5||'h,' tramework conducve to the
iewebaprent of company level initiatives

[he Austrahan Govenament theough the Diepammicit
af Industry, Techaology and Commerze (IHTAL
s the Aosirabian Trde Commisson (ALISTRADE)
has 4 more proactive mole incloding fommlatng
madhstey strategies for targeted sectors.

I

imterest which could form agenda ftens fora

practice there are a pumber of arezs of muteal

sirempened relationshig between the 1Y and

DI TAC/ AUSTRAINE:
”. ||||"\. L1kl R v dssermination af I GEALyon o
the henefie of the UK a3 3 lncation for Australian
investment and @5 a sprimgbord inte Ewurops; on

the 1992 process 1o dispel gy nusdonceptions leld

by Avsrralian basines; on Avscralia a8
sprnghoard o Asia — Pacilfic markets; on the
enconragement of jmnt ventures throogh the
.\_"l,_l_':'l.ll L d ol INEOrMation & areas of
complemenay mads;

— The exchange of informacion berween the TITH
and [IITACAAUSTRADE on pedicy matters of
mutual meerest such as collsboranve L&D and
inward rvestment and aogquisition podicics;

- The lat iR TTETT of trade, investinent and
collaborative (espectally rechnological)
OppOTETIeS;

r ||l_' MG ENInCE Of the remnewed ILETesE Al
semiaof Crovermtinent level in Avstralian - UK trade

and irvesinaent
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