Address by the Hon Simon Crean MP
Investment and Financial Services A%@@naﬁ@n
Svdney
Friday 24 August 2007

As Lahor's Shadow Minister for Trade | welcome this opportunity to once again
addrass the Investment and Financial Services Association.

R

i.

G@ ing right back io my days as a trade union ieader | have had 2 strong in
i the work of your member organisations in managing the savings, and in
g:san icular the retirament savings, of ordinary Australians.

| have waiched the extracrdinary growth of your industry and have been par of a
Government, the former Labor Government, whose commitment to securing the
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In light of the current debate about the future of the Howard Government's
workplace relations laws, it is very interesting to note that the policies that drove
the massive growth in your industry were delivered through a centralised and

compuisory industrial relations system

It is 2 vary good example indeed of what can be done when government, unions
and indusiry work together o deliver a great piece of social and economic re ‘orm
that has a ﬂowm% Australian workers to retire with dignity and ceriainty, and, at th
same time, has produced a national savings pool that is the anvy of the world.

l
@ million Australians.

Yours is a mature industry with a strong track record of sound manag:
a rc::g; iaLuw struciurs that gives investors a degres of confide!
financial future will be secure.

This is an industry weli p!acef‘ and well structured to take its pari on the
international stage as a key contributor to the nations export effort, especial
within our ow Hegx@n
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Fread with am@msi; our organisations paper enii niitled
Australian Funds Management Serv;res

industry is staggering. Around a trillion dollars invesied on
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The ,m‘@zarasmq you maks betwsen your indusiry and the situation that faced
Australian uramu;c 3 ieckmg io expand their businesses overseas during the
1880°s an sd 19@0 interasting.

As you have noted in the discussion paper “...government encouraged Ausiralian

Businessas o look to growing export markets, especially in Asia, wr[h a iange of

el w!x/ modest policy initiatives, eq support for R&D, EMDGs, sl 1 nforced by
ar policy message sustained over a decads.”

he Government that iﬂiiiaa@cﬁ thi

T encouragement for manufactured sxports and
astablished the key suppori programs was

the former Labor Government.
Apart from major reforms io internationalise the Australian economy we used the
Accord to lock in low inflation and low interest rates. We also ended the
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cantralised wage fixation system and developed a wage system linked fo
N S R 1 T A P T Thim mpalimiinsl s lar~act n It yns i
sroductivity at the enterpriss level. This achisvad the largest jump in productivity
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in our history; an outcome, despite the rhetoric from the Prime
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only has not been sustained, but has actually been signiicantly reduce

As a Government we recognised that the Commonwealth has a clear and
important role fo play in assisting the manufacturing sector fo achieve its potential
to take Australian made preducts onto world markets.

‘v‘\fe put the su ppc nrograms you have mentionad into place and uced
international forums and siructures, and particularly muliilateral siructures, ©
drive reforms that p“ ducad a mors level playing fisld for Australian

Manyacures.

e

QH;D domestic front we introduced & range of industry policies that facilitated o
those new export gpe‘sm itiss.

During that 20 vear period prior to 200/01, Australian firms had found
international marksts for nharmaceuticals, precisions instruments, auio pa ‘5
fabricated metals, asrospace products, procassed ioodsiutis and a myriad of
other manufacturad products.

As John Edwards noted in his recent CEDA article “It is significant oo, that the
maost rapidly growing markeis for Australia’s elaborately fransformed

£
manufactures wars tha i A ”
manufacturss wers the tiger sconomies of East Asia.



als that in 1981 exporis were less than one tenth of
ut by 2001 that share had doubled.

AN

Th e CEDA rapori revea
manufacturing sales, bt
Again it is interesting to "a«:ate that the phenomenal growth in manufacturing

axports occurred before the introduction of the Howard Government's

Warkchoices ragime.

Productivity grew and axporis boomed under the fair but flexible industrial
ralations arrangemenis put in place by the former Labor Government.

The success of Australia’s manuiaciures in exporting Australian product info one
of the most competitive marketplaces in the world provides clear evidence of
what can be achieved when Government works in close partnership with industry.

It happened because, at the time, we had a government, a Labor Government,
that had a vision for Australian industry. [t ad a comprehensive trade and
industry policy.

It was prepared to work with industry to ensure a better future

\When vou have a vision, and a comprehensive trade and industry policy, you
have g rubric that can be applied within particula ai indusiries to allow them
hraathing space o resiruciure and fo become betier placed to operate within the

ahor's sieel, car, ship building and dairy plans ars good examples of what can
be done whan you have & forward thinking government.

Unfortunately the Howard Government has never had the same undarstanding of
the critical i 1pm ance of having a comprahensive trade and indusiry policy.

Irs fact one of their first acts when they can to power in 1296 was fo begin winding
back the very programs ma;t had proved so successiul in delivering the growth,
and especially exp@f‘t growih, through the 1990s,

They immediataly took a carving knife to Labor's 150% tax deductibility for
business ressarch and development and have so run down the Export Markeis
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Development Grants scheme that its real value is now only half of what it was a

And what was the rasult.

An immediate run down in privat

= sector research and development and a
U@iiapae in the growth in volume and

value of exporis over the past six years

comprehensive trade and industry policies lead fo produstivity growth and

i

Thers are lassons {o be learnt from the succass of Australia’s manufacturing
sactor in taki King its products %%e WOl id that could be apph@n in other parts of the
sconomy, particularly for ﬁhe services sector but also fint \mg services o
manufacturing to drive smart manuifa ’zus ing as a comparative advantage.
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f—,‘- aTEal e taty 4
‘\Jriﬂliuiiu !n.—.\i T

- Im
H

i

....\ ’:“
= (591

q»

i

]
';isan ec gfm;f mgd ees!sn{}’femsas as an

The Howard Government has failed {o come o terms with the fact that the
Australian economy is now vary much services Las**’ with 73% of iotal gross
income added and it employs 80% of the workiorce. Financial Services is now
the 3 largest sactor of the :c;@nam} 1 7.2% ofﬁDP ;Lf 3368 hiflion the sector is
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skilled workiorce provides an sxcsllent g:aﬁaﬁorm ?’Qr ‘Ehe fum 1er ;;:;-\g..;d 1Sion @f the
Urifortunately there is no evidence that the Howard Government has racognised

As with other ke‘/ seciors, the raie of growth in the value of services exports has
i period since 2001.
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The annual average gsowi rate over the past five years has been 2%, only a
guarier of what it averaged in the period prior to =,ODO/G :

And what has been the Government response fo this collapss in export
pett formance?

Absoiutely nothing.

Fow could it be anything but ‘absaiuiely nothing’ given that the whole services
sector is the ‘elephant in the room’ that the Governmeant just doesn't see.

The services secior is the biggest generator of jobs in the Australian economy.

Labor understands both its importance domastically and it's very rsal potential as
an exporter,

[ P = 3 gy o ~ o~ "y
wiil ensurs tha 85 SEGior gais s rig iale §
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imporiant trade decisions are made

Services are front and centre in our minds as our comprehensive trade and
industry policies ars developed.

Financial Service axports can alse he 2 success siory

Similarly, the Howard Government has never undersiood the central imporiance
of the ?naa cial services sector i z‘wc Australian economy and have naver really
seen the potential of the sector io drive export growth.

For a very long time now | have argued that the services secior, and financial
Sez‘véce-s‘!p articular, ought fo be seen and freated by ga e mem!iegzher
major export sectors @'&" the aconomy like manufacturing and agricultura,

ne national interast demands working partnership between govermnment and
your indusiry aimed a driving the export of Ausiralian financial n n:magemem
services o the worid and to our region in particular.

"f our discussion paper “Policy Options o increase Australia’s export of funds
anagement services * that was released back in May does, | think, provide &
Sgum h%sac: for the future df-\vai:»pmart of national policy aimed at boosting io
axport of funds management services.”
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i have been working closely with my collsague, Senator Mick Sherry, Labor's
Shadow Minister for Superannuation, Banking and Financial Services, in the
development of Labor's response 1o the challenges setf out in your paper.

We recogniss that Ausiralia already enjoys a number of advaniages in thie
sector

At $1.1 billion, ‘i—‘;u tralia already has one of the largest pools of managed
investments of any country in the world. Only the USA with $12.5 billion,

Luxe3mbourg with fB .6 billion and France with $2.1 billion have more,

This is already a very competitive world market with countries like Ireland, Hong
Kong, India and China all actively looking to grow their managed invesiment
sectors
But the sheer size of Australia’s existing managad investment base, and the
sxpetience of running such a large base, are imponiant advaniages that wil hold
us in good stead into the future as the industry looks 1o further expand info the
region

The domestic benefits of growing our financial services exports should nat be
inderastimatad. At $68 hillion, the seq f,_rm alrsady the 34 largest in the

- H JALS, L4

Australian economy and represents 7.2% of GDP.

L'

The sector already employs 380,000 Australians with real opportunities for further
growih based on exports.

These employses ars part of a s0 pmaﬂcaaac’ !? eveloped financial assat
I with considsrable

service secior with con
invesiment, delivering :
delivery systems, cust
and accounting, com

s

expertise in areas such as funds management

nge of pi udumsg investment consulting, platiorm

dial services, information tachnology and softwars, legal
pliance and ri i management, ana education and training

E:.
(’“5 o
g
mg.z

T TP N y L~ & [P 434 ¢ rmd
Australia can offer a stable political system, robust governanc
E
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1d language population, as well as being located in a time zone convenient

Hesponding io the IFSA Options Paper

When your paper “Policy Options to increase Ausiralia’s export o f?" nds
E“‘M’iafj ment services” was rei gas d in E\/ipylwelbcmed it and said that Labor
wotlld be carefully considering the option IFSA had put forward.
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We have looked carsfully at the options your crganisation put forward and are
currently puiting the finishing touches on the detailed policy responses that wil
form part of the suite of policies that we will taks to the forthcoming slection.

[ am pleased to announce today that, in general terms, Labor supporis the thrust
of the policy proposals contained in your paper.

In particular Labor agrees that:

= Industry, govermnment and regulators should pro-actively address cross
border, behind border and licensing issues, and should also seek
opportunities to take a leadership pesition on harmonisation of regulation
relating to market access and market conduct. This is a key challenge
and should, as i have argued eisewhers, be an issue o be more
agaressively pursued at the upcoming APEC Weetinu and should form
part of the agenda for the mid-term raview of the free trade agreement

---- mitad Qinige

i
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with the Uniied Siaies of America.

Data collection on the axport of financial services needs 1o be raviewead

and improved to provide the timely information that industry needs to

m:nke the investment decisions that will grow the financial services secior
1 hoth domestic and axport markets.

i)

= The contribution and imporiancs of funds management services to the
Australian economy shouid be front and centre in the minds of those
iegotiating muliilateral, regional and bilateral trade agresments.

.ms..

= That DFAT, Austrade, and especially Axiss Ausiralia, should be better
focussed on supporting the development and promotion of outbound tra de—
opportunities in financial services and should be appiopraat-éiy siruciure
and resourced for the task, strengthsning the role of Ausirade in servicas
and capital flows. V\ > would be keen to work closely with ind zcrryhmf\’i
focus and structure Austrade o meet the neads of the financial services
sector.

= (Government, Eﬂdus’[ry and education authorities have a responsibility to
ensure that our education systems adequately prepares young Australian
io take advamagc of employment opporiunities in the financial services
sector, and especially the export financial services secior, should they
choose 1o do so.

~J




Australig’s strong reputation in the provision of financial servicas
aducation.

Cenira of excellenca

In addition Labor is currently considering establishing a Cenire of Fxcellence in
financial services tc facilitate policy coordination and o provide both advice on
financial services reforms in areas such as superanﬂuamn p@!ncy governance
and regulation, and the education and training requirements of the sector.

The centre would be owned and operated by the sector though psak bodlies and
would at tract support for a Labor Government, particularly during the
establishment phase.

| understand the Dutch have racently established such a centre and that thers is
a similar, smaller scale, centrs in Irsland,

It Australia is fo remain competitive in the provision of financial services we need
1o ensure we have world's best practice requlatory and policy structures in place

A Centre of Excelience would have a key role in snsuring that we ramain
competitive.

Halieving the tax burden

IFSA hast “ad—?z number of suagcs lons for changing the taxation ragime that
appiles fo this industry and particularly the axport of these services

A key componeant of Labor's responss has already been announced,

, iitia ' per cent withholding tax on distributions
from As,,a.sﬁt;'aii.;: L managed funds to non-resident invesiors, halvad to 15 per cent.

This aligns Australia’s tax rate with the United States and Hong Kong.
By removing this uncompetitive tax burden, Australia will be in a much hetier
position 1o compate in the l@baﬁ managed funds industry, which is sstimated io

fop $US 60 trillion over the next thre g years

Labor is se"im s about supporting your industry in its efforis i 1o grow, espacially |
oversaas markets.

[nte]



Halving the withholding tax on distributions from Ausiralian managed funds for
non-resident is a very practical response to a major concern raised by your
industry.

The Howard Government did not see fit to respond to that concerm. Labor did.

As my colleague Chris Bowen announced at your conference sarlier this year we
are commitied o the immediate raview of division 6C of the Tax Act fo remove its

complexities and insfficiencies.

Working closely with industry

Labor supports the thrust of the proposals put by IFSA in the discussion paper

YAE~ myim o bemombs s mmsiod o asm ~ ISV IR ) + ~

We have a track record of working closely with industries to develop and
Imslamant nractinal naliciag that hova ankhancad Anetralia’e vt afa
impiement practical poiicies that have enhanced Australia’s export effor.

That is the way we have operated in the past and that is the way we will continue
to operate, especially if we are foriunate enough to win government whenever the
election is called.

You can be sure that your ideas will not be ignorad in the development of policies
within my portfolio area and the policy arsas covered by of my shadow ministerial
colleagusas

The bicger pictura

right for boosting Australia’s financial ssrvices sxporls
even if it is & very imporiant part.

\j

{ the policy settin
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Australia’s o erai& export performance ovar the past six years has been wosfy
compare ed to our petformance over the previous two dccades, i hias bean
significar iy underperforming and represents a significant wasted opportunity.

According to CEDA the volume of Australia’s e)'(pO“i",S increasad by only 9%
betwean 2 OF nd 20@6, compared to an incraase of 56% by volume over the

in tsrms of \/a , manufactured exporis aiso incraased by 9% between 2000 and
thile they had increased by 60% between E99 and 2000,

i}



Yo i e:f’ ELe umdcrﬂhﬁvk s thai ‘ihe ﬁr@wth of
nearly 60% we saw betwesy “5394 and 2000.

New ideas, new policies and a new sense of vigour are needed if our gxpott
periormancs is to improve.

further info deht.
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Net foreign liahilities are already at 60% of GDP and rising.

Jespite a rasources boom and the best tarms of trade ave f, We have now had 62
consecutive months of frade deficits.

Alarm bells ought 1o have been ringing all through the ministerial wing at
Farfiament house for years now

Tha kalla i iad At rm b oo el fee e bassd m miimm b o f R AT o ma st b s
1118 DEL3 MIgNT Nave pesn | nmu;u Ol d SUCCESSIoN of ministers nas not bean
listening.

For many in the Howard Govemment frade seems synonymous with frads in
agricuilfure, and nncc;hi‘/ minarals,

For some Ministers, if it can’t be arown, bred or dug up it doesn’t appaar to
matiet,

ewm\f\mmﬂ/aiimgn 88 10 work closely with industry sectors, such
ieeded (o produce the sort of poiiss that will reduce the irads
S"Eh: struciural issues that are hoiding back our & yport

serfor ﬂa“s«

The Howard Government's record on axports is truly appallin
over the pas five years has failed fo match growih achieved a,uz'éng ié‘ae ‘? 3 \ea(c
of Labor Government. In the pasi five years:

e Manufactured exporis have recordad growth of 0.4% 2 vear comparad o
16% under Labor,
@ Services exports have grown by 5% a year comparad fo average growth

of 14% a year under Labor.




If Ausiralia had maintained the rate of export growth | een ;céec under Labor, ws
would have had a trade surplus of $23 b[!lsm I 2006 rather than the deficit of $12
billion that was actually recorded.

Labor had consistently stronger export grow becauss we wers prepared to invest
in the drivers of economic growth ~ infrastructure, skills and innovation -and
because we developed integrated trade and industry policies.

Labor was prepared to drive harder for new markets to be opsned through
muttilateral free trade rather than the mess of bilateral agresments pursued by
this government.
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Unlike the current government, Labor hoids firm to the belief that multinational
trade negotiations should be accorded the highest priority.

Multinational negotiations are a hard slog.

<«

90's Labor demonstratad a strong

1 L govemment during the 1980s and sarly 19 ﬂ
work.

track record of not Q"?v’iﬂﬁ away from the harg

[

We sstablished, resourcad and lead the Cairns group o give Australia 2 stronger

voice &t the negotiating table during the Uruguay round.

\/\ were prime movers in the establishment of APES and worked 1o enaure thai
had a puraly economic and trade agenda.

We were able 1o use APEC to deliver the Bogor Goals of free and open frads and
invesiment for developed countries by 2010 and T’:az developing countries by
2020.

We didn't use APEC i by-pass the Uruguay round; we used APEC o enhance
the ouicomes of the 5 uay round.

It is through multinational negotiations that las rge scale prograss car be achisved
in bre Lma down the barriers io frade that exist in co many curr tential




That is why we can't afford to give up on the Doha round and why Labor in
gavemment would make it our number one frade prior ﬂ:y

Bilaiaral FTAs

That is not to say that we do not see a rols fo or regional and hilaieral negofiations,

but they are not the main gams.
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Such negotiations should be seen as part of the piciure but they ai
whole picture. ..

Just as we were able to use APEC to enhanca the outcome of the L ruguay round
we would use Fbgzona! and even bilateral agreements to build on the
achisvements of multinational negaiiaﬁans,

SR ETAA ~me- e mimesa Aiatea tentm dyem BN S b fmz
DHAISIA! T i A8 Can ennanse Australia’'s dﬂaﬁg HE= ES Y
ahnndd ha $n ciinnar and iy a mithinatianal and va
snouid be fo support and enhance multinational and re
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Every month seems to bring an announcement from the Govern iment of another
pofential FTA.

A tew weeks ago it was Indonesia. This week it is India’s turn

We were not able 1o negotiate MFN status with the Uinifad Siates,
Our trade deficits with trading partners have not improved following the signing of
the FTAs, they have gotier worse.

The Governmeant has not demonstrated a an ability o negotiate an FTA from a
position of s .gth,

They give every appearance of bumbli fing their way through the FTA negotiating
processes; grateful for every little crumb they are given.




Meanwhile ihey have taken their eyes off the main game - the Doha round.

Hegional Agreemenis - APEC

And while Doha is, and will remain, the main game for Labor, we do see a role, a
subsidiary role, for regional forums such as APEC.

The size and composition of APEC give it a degree of clout in international affairs,

particularly in relation to matiers !ehtmg ic economics and trade.

It brings together countries which collectively account for almost 80% of the
world's GDP and 50 of world frade.

~F

It was founded on a shared belief in the value of frae and apen markets.

L will not go into all the detail of Labor's proposals hers but the v include:

T

= Expanding APEC 1o bring in India and a number of other couniries

&

Improving APEC’s governance and procedurss, particularly in relation to

how it smpiemenzs its decisions,

= Expanding its ‘Pathfinder Process’, under which a small group of membsrs
underiakes io progress a pa icular initiative and others may join in ata
later date.

¢ Developing a clear process fo drive initiatives at the technic al officials’

level.

« Improving o 'a'nuiivbﬂwve:r meetings by estal Eéshiz";ﬁ"afi:rciﬁfza
arangement in which the hest of Eaec rrent Works ¢
chair from the pravious vear and the chair of the year ahcad

]

Improving the mechanisms within the z&v ralian Government for providing
business input, particularly from the services seci or, in the development of
APEC poliey initiatives.

Of particular importance to the financial services mfjucrry is the rols
for APEC in addressing a range of ‘behind-the border’ iesuas afsuﬁuf*ﬁ
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Stre Hgti‘PF‘%EPC’G intellectual pr
businessas fo invest or sell their
without fear of piracy’.

operty rules 1o profect the righis o
ir products or cervicss in other n agf/

»  |mproving fransparency of economic policies and regulatory requirsments
fo give businasses riami‘ nd confidence when operating in foreign
jurisdictions.

= Promoting best practice in corporate governance, including ac mng
practices and reporting to build the confidence of aquity | mvcs

s Sirengthening legal infrastructurs, such as aizememmdfspue}s iediation,
to ensure commercial disputes are dealt with in an afficient and
transparent manner,

¢« Working towards the harmonisation of standards in areas such as funds
management to faciiitaie the flow of funds and expertise across horders

= Addressing a range of non-tariff barriers, such as local content
requirements.

Pi‘g $ o some of these matters could probably be enhanced if there was
greater coordination across portfolios

in particular thers needs 1o be better coordination and ¢ cooperation between ths
APEC Finance Ministers’ procass and the APEC Trade Ministers’ pIoCess,
sspecially in relation {o tackling the ‘hehind the border’ issuas

Ewmot lsave a discussion of APEC without registering my disappoiniment that,
having raised expectations earlier in the year about an enhanced role for AF"EC if
tackling climate change, the Prime Minisier ssems io be b acking away at around

L {
100 km per hour.

it now seems that litile other than thetoric and ¢
likely 10 emergs from next month's "erf., .eziﬂg.

Yet another lost opporiunity,

Trade facilitation

Rules and @"eguiaﬁrﬂa sw as those on customs clearances and visas, need io

Jowmd
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They should not be open o the soris of abuse that many exports ars only toc
familiar with. Such abuse can cost Australian businesses dearly and are a
disincentive to export.

Harmonising standards, where appropriate, would facilitate frade and investment
and lead fo a higher Jegf:e of integration between economies.

Labor’s ‘hoiistic’ approach io frade

Labor believes that the current government does not have a coherant, infegrated
trade policy.

T e Lo ' . £

There ars a mish mash of structures and a set of cobbled together policies that
In s ppm Emilm o b YR Ll H H 3 ] |2 T 0
have iailed 10 aaaress the significant decling in the rate of growth of our trade
5 SErvi oo that Reo Aaccnirrad Avar th ot ol Uaare

performancs that has occurred over the past six years

Current policies fail to recognise the critical role of the setvice sector, and
especially the financial services sector, plays in Australia’s export performance its
very real potential for further development.

Labor will take a whole of government approach to enhancing Australia’s export
performancs.

Initiatives in the trade portiolio will be betier coordinatad with those in other
relevant po ai? including, industry and innovation, agriculiure and finance.
Austrade will be overhauled and its mandate will be broadened 1o in apmvc Lﬁe
service it offers and fo maks it more rasponsive to indusiry needs, including tl
needs of your indust

We recognise the critical role that the E MDJ scheme has playad in the past. The
current government has allowsd th he v g of the scheme io run d@wn i real
ferms. We will look 10 restoring and s aa:ahe“nm  EMDG.

We have aés‘eaoiy announced that we will be halving the withholding tax
distributions funds 1o non-residents and we are | murabé‘y
iz:po ed o ;3 rpreg:msais made by your association, the IFSA.
hese p Jg:wi is are a.mri " active consideration.
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big gains will come by
ng regional and bilateral
agresments as s;»p@- Je:a.sn"u 10 mna on an nhanc : a‘;é. multilateral approach.

ook forward to continuing to work with the Investment and Financial Services
Association to develop better trade pOEICie and structurss for the nation.
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