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e Australia and Singapore have further strengthened
their already very close economic relationship with
the May 2016 announcement of reforms to their
main bilateral economic relationship. We may
eventually have no less than 5 separate free trade
agreements covering Singapore trade.

e Bilateral trade restrictions have already been
substantially removed and reforms now focus on
cutting “behind the frontier” barriers rather than
lowering tariffs or removing import quotas.

e Liberalising services trade, the movement of people
and investment flows is the focus as trade in goods
has already been liberalised.

e Despite its small size, Singapore has a unique
position among our Asian trading partners in terms
of the intensity and breadth of business ties. The
latest round of reforms opens up further
opportunities for Australian business.

With tariffs already eliminated under the 2003 free trade
agreement and Singapore generally avoiding the use of
import quotas, the Australian trade agenda for improving
business opportunities has long focussed on addressing the
more hidden barriers to business access and growth
embedded in the structure of domestic rules and
regulations in Singapore.

As Singapore has always favoured free trade and has signed
numerous free trade agreements with other commercial
partners, the value of preferential goods trade for
Australian business from our bilateral free trade agreement
has been limited.

Instead, our main business opportunities lie in the
Singaporean services sector. Accordingly, previous reviews
of the bilateral free trade agreement have emphasised
opening up opportunities for Australian business via
liberalising the various ways Australian firms can supply
services in Singapore.

Advances in the new trade agreement

Predictably, the liberalisation in the latest review of the free
trade agreement again focuses on services and the
movement of people. Singapore should:

e recognise a wider degree of educational qualifications
awarded by Australian universities — especially
postgraduate Juris Doctorlegal degrees and
postgraduate medical degrees —improving the access
of Australian residents and Singaporeans who have
studied in Australia to the labour market

e recognise 15 health qualifications in fields like
physiotherapy as well as speech and occupational
therapies — again improving the access of Australian
practitioners and Singaporeans with Australian
qualifications to the job market

e jointly establish a system to support the mutual
recognition of professional qualifications with priority
given to accountants and engineers

e develop a process to handle requests by Australian
universities operating campuses in Singapore to call
themselves universities rather than some other name —
lifting their standing in the market

e allow Australia’s James Cook University to call its large
campus in Singapore a university, rather than an
institute of higher learning

e  “guarantee” that Australian financial service providers
can deliver a range of cross-border services, including
portfolio management and various types of insurance
brokerage

e lock in existing opportunities for Australian lawyers
and legal firms, especially for practicing Singapore law
and commercial arbitration

e ensure Australian legal providers benefit from future
market reforms in the Singapore legal sector by locking
them into the free trade agreement

e permit longer stays for Australian business people
temporarily living in Singapore (independent
executives, intra-corporate transferees, machinery
installers)

e allow “guaranteed access” for the spouses and
dependants of Australians granted entry as business
persons.

Among the other advances are:

e Australia locating one of its 5 business start-up
“landing pads” in Singapore to promote innovation
and enterprise

e closer co-operation between scientific agencies

e updating the rules on government procurement and
investor-state dispute settlement that already existed
in the free trade agreement.

So far we only have a broad outline of the agreement, not
its full text. Consequently, there is still much to be learned
to ensure that that the devil is not in the detail when it
comes to enhancing opportunities for Australian business.
Officials from each side are now to continue technical work
to prepare a full text for legal review and that will have to
go through the parliamentary and other processes in each
country for approval.
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Assessment of the proposed reforms

Australia’s trade relationship with Singapore is already very
strong and much has been accomplished in removing
barriers to business growth — past trade liberalisation has
been a success. With much low hanging fruit picked, the
remaining issues are often complex and embedded in
domestic regulatory structures. The parallel here is our
closer economic relations process with New Zealand which
also started with removing goods trade barriers, then
moved into services and has gradually encompassed co-
operation in more and more areas, areas once considered
more a part of domestic affairs than foreign trade.

Solid economic growth, rising incomes and market
liberalisation saw Australian goods exports to Singapore
double between 2005 and 2014 to $A8%: billion. Exports
then fell to $A6% billion in 2015. Gold and oil accounted for
around two-third of 2014/15 exports so lower oil prices
probably explain much of the fall.

Alongside those commodity trades there are also a wide
range of exports of non-commodity items, particularly
machinery and equipment. The intensity of the bilateral
relationship underpins its importance to Australian
business — with over 6000 Australian businesses exporting
goods to Singapore in 2013/14, more than to any other
Asian trading partner. The special character of the trade is
illustrated by the multitude of smaller sized consignments
sent to Singapore by these firms, unlike the smaller number
of high value commodity shipments to markets like China

Goods exporters - characteristics 2013/14

China 5853 144.8 99.5 687.3 17.0
Japan 3016 161.2 48.3 299.8 16.0
S Korea 2304 64.2 20.5 318.9 8.9
Taiwan 2099 38.3 7.2 187.1 3.4
Indonesia 2421 74.5 4.9 65.6 2.0
Malaysia 3801 68.9 5.4 77.8 1.4
Thailand 2811 45.5 4.7 104.0 1.7
Philippines 1720 26.1 1.5 56.1 0.9
Vietnam 1707 27.4 2.7 99.4 1.6
HK 5294 96.5 2.8 28.9 0.5
Singapore 6181 172.5 7.4 42.7 1.2
NZ 17256 1153.3 7.5 6.5 0.4

Source: ABS

The importance of services trade, especially business
services, is another standout feature of our trade with
Singapore. Although Singapore is in 41% place in terms of
its global GDP ranking it is second only to the US as a
market for Australian exports of “other business services”.
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Another way in which our trade with Singapore is quite
exceptional is the extent to which Australian services
exports are concentrated in the fast growing business
service category. Education and tourism dominate
Australian services exports to Asia and Singapore trade was
once heavily specialised on transport services, but there
were $A2 billion in business service exports to Singapore
last year — now easily the biggest part of trade.
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Besides this focus on business services is another Australian
export specialisation that does not even feature in the
trade numbers — the provision of education by our
universities at Singapore campuses to students. There were
over 25000 “trans-national” students on the Singapore
campuses of our education providers in 2013, alongside the
35000 Singaporean students studying in Australia (whose
spending is in the trade figures).

Higher education is just one illustration of how the
proposed reforms to the free trade agreement address
where the action currently is in tackling business problems.
Although many Australian universities have big campuses
in Singapore, James Cook is the first to be allowed to call its
operation there a university — a branding advantage in the
marketplace and a reflection of reality. Other education
providers like Curtin University are waiting in the wings to
also get that outcome to help drive more business.
Similarly, recognising more Australian medical and legal
qualifications will help the competitive position of their
Australian providers as Singaporean students with
Australian graduate degrees get better access to jobs.

Locking in access for Australian legal providers in the
important Singapore legal hub is another move that aligns
with how commercial opportunities will develop. A
“ratchet” mechanism should be built into the next version
of the free trade agreement, preserving our position and
giving scope for further gains.

Finally, allowing easier access for foreign service providing
personnel into the market is an increasingly important —
and politically fraught — element of liberalising trade. Many
services are provided by non-residents who must
temporarily reside in the foreign market and the growing
internationalisation of business means more executives and
machinery installers need to reside overseas to conduct
their business. The increased residence times allowed
Australians in the Singapore market are therefore another
valuable step in liberalisation for services trade.
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