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The Voice for Australia’s Exporters

About the Export Council of Australia

The Export Council of Australia (ECA) welcomes the opportunity to provide a submission to the Joint Select
Committee on Government Procurement’s Inquiry into the Commonwealth Procurement Framework.

The ECA is the peak industry body for Australia’s exporters and importers, particularly SMEs. With a
membership base of around 1,000 and a reach of over 15,000, the ECA represents companies of all sizes and
across a wide range of industries.

The ECA’s core activities include research, advocacy, skills development and events. The ECA collaborates
with a number of government agencies, at Commonwealth, state and territory levels, to advance the
interests of its members and support SMEs. Within the Commonwealth, these agencies include the
Department of Foreign Affairs and Trade, Austrade, Efic, the Department of Immigration and Border
Protection, the Department of Industry, Innovation and Science, and the Department of Agriculture and
Water Resources.

In addition to over 60 years of training Australians how to export, the ECA has developed, or is currently
developing, a range of activities to support Australian SME exporters. See further information at Appendix A.

Summary

Access to foreign markets is extremely important for businesses that provide goods and services to
governments. The ECA strongly supports the Australian Government including government procurement in
its past, current and future trade agreements. Doing so offers major benefits with few costs. Australia
already has open government procurement markets, meaning there is negligible impact on Australian
businesses competing for domestic contracts. For exporters, it opens up new markets, enhances certainty in
existing markets and provides the right of review for discriminatory conduct.

Recommendations

The ECA recommends the Joint Select Committee on Government Procurement:

o affirm the benefit of government procurement chapters in existing trade agreements and
recommend the Australian Government do more to educate SMEs about their rights under these
agreements

e recommend the Australian Government finalise and ratify its accession to the World Trade
Oganisation (WTO) Government Procurement Agreement (GPA) as soon as possible

e recommend the Australian Government include government procurement chapters in current and
future trade negotiations.

Background

The ECA is a strong supporter of the Australian Government entering into agreements on government
procurement as part of bilateral, plurilateral and WTO trade agreements.

Australia has a relatively open approach to government procurement. The ECA supports this. We recognise
that the government must seek to achieve the best value outcome for Australia, and must do so within
constrained resources. This is especially important given the state of the Commonwealth Budget, which has
been in deficit since 2008-09 and is estimated to remain in deficit until 2019-20.
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Foreign governments are extremely important buyers of Australian exports. The Australian Bureau of
Statistics (ABS) estimated that in 2015-16, Australia exported government goods and services worth

$1.02 billion (see catalogue number 5368.0.55.003). But this only counts export earnings not included in
other goods and service categories (for example IT, construction and medical equipment). In reality, exports
of government goods and services are far, far higher than the ABS figures suggest.

Exporting is particularly important for businesses that provide goods and services to government. Often
these businesses—ranging from small firms operating in niche policy areas to major infrastructure firms—
will build expertise and grow workforces when domestic governments are spending on particular programs
or projects. But domestic government spending is sporadic. There may not be sufficient work to sustain
these businesses until the next contract. Instead of laying off workers, and losing expertise, accessing foreign
government procurement allows those businesses to survive, even thrive, when domestic spending dries up.
And as a result of their export contracts, when domestic governments start spending again, those businesses
are more experienced and therefore more competitive.

Anecdotally, exporting to foreign governments has been an important pre-condition for Australian
businesses to win contracts with Australian governments. Several members have told the ECA that they
were not able to break into Australian government procurement markets until they had demonstrated their
capabilities by selling to foreign governments.

Given the importance of sales to foreign governments, guaranteeing existing access these markets, and
opening up new access, is extremely important to Australian businesses that sell goods and services to

government.

Existing trade agreements Australia has entered into

Based on feedback from our members about the government procurement chapters of the free trade
agreements (FTAs) already in force, the ECA considers these to be successful. The ECA notes that the

United States and Singapore—countries covered by FTAs with Australia that include chapters on government
procurement—make up over 50% of all exports in government goods and services (based on ABS data,
noting the data limitations mentioned above).

Specifically regarding the Australia-United States FTA (AUSFTA), we consider the government procurement
chapter to be very positive. While disappointed more US states did not accede to AUSFTA, ECA members
have reported beneficial outcomes arising from the FTA. The ECA also notes the advantages of guaranteed
access to this important market, as well as the independent complaint resolution mechanisms. These are
particularly important given the current US administration’s ‘America First’ policies.

The ECA is also optimistic about the benefits that will flow to Australian businesses based on the government
procurement chapters in the Korea-Australia FTA and the Japan-Australia Economic Partnership Agreement.

However, the ECA notes there is a lack of understanding by Australian SMEs about their rights under these
FTAs. The ECA recommends the Australian Government do more to raise awareness of these provisions, and
educate SMEs about how to use these provisions (including recourse for resolving disputes). This should
involve including a focus on government procurement in DFAT’s FTA Portal. (See Appendix B for more
information on what this could involve.)
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Trade agreements that the Commonwealth Government is currently negotiating

The ECA strongly supports the Australian Government including government procurement in current and
future trade agreements. In particular, the ECA is a major supporter of the WTO GPA.

The ECA expects the GPA to have minimal impact on domestic government procurement outcomes.
Australian Government procurement processes are already largely consistent with the GPA, and there are
sensible carve-outs for areas such as defence, security, Indigenous, SME and local government procurement.
In addition, the main procedural change required under the GPA—the introduction of review procedures—
will potentially be of greater value to Australian businesses competing for domestic government work than
to foreign businesses.

Australia’s accession to the GPA will deliver immediate benefits to Australian exporters in two ways. Firstly,
it will guarantee access to GPA markets that are not currently covered by trade agreements with Australia.
Most notably, this includes the EU and its member states, but it also extends government procurement
access to major US states not covered by AUSFTA, such as Arizona, lowa, Massachusetts and Minnesota
(which have a combined gross state product greater than Australia’s GDP). The WTO estimates the GPA
provides guaranteed access to members’ government procurement of SUS 1.7 trillion p.a.

Secondly, and perhaps more importantly, it will allow Australian businesses to have complaints about
government procurement reviewed by independent bodies. This is important, as the ECA has heard
anecdotally of Australian businesses facing discriminatory practices when trying to access government
procurement in some GPA member markets.

Australia’s quick accession to the GPA will also give us a stronger negotiating position with other states
seeking to accede to the GPA, than we would have in bilateral negotiations. Government procurement is not
covered in the China-Australia FTA (CHAFTA), although it does contain a commitment to future negotiations.
Australia would have far greater influence in negotiating with China as part of China’s accession to the GPA
than we would under subsequent CHAFTA negotiations.

The ECA also supports the Australian Government including chapters on government procurement in the
bilateral and plurilateral trade agreements currently under negotiation and also those due to start. This
includes the Regional Comprehensive Economic Partnership, and the Indonesia-Australia Comprehensive
Economic Partnership Agreement. It should also seek to include government procurement with the planned
FTA with the United Kingdom, and seek additional opportunities for market access in the soon-to-commence
negotiations with the European Union.

While the ECA was disappointed with the US’s withdrawal from the Trans-Pacific Partnership (TPP), the ECA
recommends the government pursue a revised agreement covering the remaining TPP parties. Such an
agreement should seek to retain the agreed chapter on government procurement.
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