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FOREWORD

Canada's Market Development Plan for Australia has been prepared to
assist those in the public and private sectors interested in expanding
business in Australia. The assessments and proposals 1t contains are
the basis for the Department of Industry, Trade and Commerce marketing
activities in Australla over the next two—to—-three years. The
provincial governments, which play an integral role in the trade
process, as well as federal departments with an international focus,
have been consulted in preparation of the plan. The plan does not
attempt to exhaustively cover Canadian . interests or Australian
opportunities. Rather, it highlights significant sector opportunities
that are consistent -with Canadian supply capabilities. As the
document is updated, additional sectors may be analyzed and included
as warranted in the revised editions. )

The material presented is divided into specific sections that may
interest different audiences. The Executive Summary is provided as an
overview of Canadian/Australian trade relations and summarizes the
separate sector strategies 'in a detailed action plan. Sections of a
general nature concerning bilateral Canada-Australia relationships. and
socio—economic and political conditions in Australia may be
particularly useful to the reader seeking a broad introduction to the
Canada-Australia trade environment. The detailed amalysis of the
priority sectors will be of particular interest to the private sector.
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EXPORT DEVELOPMENT PLAN

I. EXECUTIVE SUMMARY

1.

Purpose ' -

The major theme of a Canadian Ekport‘Strategy for the 1980s
is selectivity of market concentration coupled with a greater
focus and co—ordination of Canada's export marketing efforts.

- This paper, one of several to be produced, sets out an export

development plan for Australia and includes a -detailed plan
of federal government -action. In so doing the government
recognizes the key role of the provinces and private sector
and invites their participation in pursuing those activities
that will contribute to the objective of expanding Canada's
share of the Australian import market.

Introduction

Canada and ‘Australia show a growing‘and significant common~

ality, sharing interests that will result in closer ties in

the future and will contribute greatly to trade flows between
the two countries. Australia is emerging as a major factor
in .the Pacific as a result of dits mineral, energy and
agricultural wealth. Following the mining boom of the 1960s

and 1970s, the country is now entering a decade of energy and

mining development. New capital investment already committed
or in final feasibility stages in major projects as "of
December 1980 will total at least $46 billion, according to
official Australian government projections, and could reach
$70 billion by 1985. The sharp growth in demand for
equipment ‘and services will place a significant burden on
domestic sources and create numerous opportunities,
particularly. with regard to Canadian expertise in equipment
and services for energy, agriculture, forestry and mining.

. Significant scope also exists for increasing Canada's normal

exports. as a result of the boost to the Australian economy
which can be expected from its expanding resource sector.
The high percentage of fully finished exports makes this
market a particularly attractive one for Canadian suppliers.

To be.successful;~Caﬁadian marketing activities. will need  to
be concentrated, focused and co-ordinated. To that end, this

paper reviews and analyses past .Canadian export market

development performance, identifies the opportunities and
constraints that future export effort must address, and sets
out an export development plan taking those factors into
account. - This document and the action  program.that flows
from it are intended: ' ' :
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1) to gulde the actlion and resource allocation of the
federal government In providing an effective program of
assistance to exporters and In fostering an environment
that will favor Canadlan export development 1in
Australila;

i1) to set out a marketing plan designed to take advantage
of the market potential and overcome the constraints
facing Canadian exports to Australila;

iii)' to identify opportunities for export concentration and

stimulate and assist the private sector 1n pursuing
them; and,

iv) to provide a focal point for co-ordinating the

marketing efforts of the federal and provincial.

governments and the private sector.

Characteristics of the Australian
Market and Canadlan Trade Opportunities

As a leading world producer of minerals and one of few
developed countries with a positive energy balance, Australia
is entering a resource boom that will spur development of
major energy and energy Intensive mineral processing
projects. The bulk of import demand will be in those sectors
that are suppliers to resource projects and to iInfrastructure
development. Local production 1s unlikely to satisfy the
industrial and consumer needs projected for the Australian
economy over the next 10 years. Therefore, the outlook for
further growth and diversification of Canadlian exports to
Australia 1s particularly bright.

Australia is Canada's 12th largest market. Canadian exports
to Australla represent about 2.7 per cent of the total
Australian market, while there are few markets for which
Canada supplles more than one per cent of the total import
requirement. With a 19 per cent Increase 1n exports to
Australla in 1980, Canada can look to increasing that growth
even further during the next few years.

Following are the priority sectors that appear to offer

significant trade prospects and high payoff for Canadian
efforts: .

- 011 and Gas Equipment, Including Plpeline

~ Heavy Electrical Equilpment

- Telecommunicatlons

- Forest Industries Equipment

- Auto Parts

= Instrumentation and Industrial Process Controls
- Agricultural Equipment

b
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Notwithstanding the priority emphasis being - proposed for
those sectors, the government will continue to give support
through its regular programs to activities in any sector that
will contribute to the prescribed objectives.

While Australia offers promising long-term market potential,
the competition is increasing rapidly. The EEC and the U.S.,
Japan, the ASEAN countries and New Zealand are all actively
pursuing market shares and will continue to compete
vigorously with Canadian exporters. Marketing plans flowing
from " an analysis of the opportunities, impediments and
competition in each of the sectors above are to be found in
Section H. ,

Canadian—Australian Trade
and the Canadian Trade Development Effort

A threefold increase of.ITC—sponSOred promotional activities
since 1978-79 reflects the expansion of Canadian trade
interests  in Australia. - The Program for Export ' Market
Development - (PEMD) has played an - important role in
facilitating private sector contacts. . The Minister of State
for Trade led a businessmen's delegation in May 1980 to
emphasize the importance Canada attaches to trade relations
with Australia. The Pacific Rim Opportunities Conference
held in November, 1980, and chaired by Minister Lumley
heightened Canadian awareness of opportunities in the Pacific:
region generally and in Australia in particular. ‘Many
Canadian companies and banks have opened offices or appointed
representatives ' in Australia and . several  business
assocliations are also represented there. 'The Canadian
government has commercial offices in Canberra, Melbourne and-
Sydney. Consideration 1s now being given to opening a
Canadian Consulate in Perth to capitalize on the rapid
development of Western Australia. A :

The Overall Strategy

The overall strategy for the Australian market has been
developed to strengthen the Canadian presence in Australia,
to improve thé market share for goods and services and to
actively pursue . opportunities for investment ~ and joint
ventures. :

The market development plan for Australia consists of an
inventory of new and existing instruments that will be used
by the federal government to assist Canadian exporters
increase their penetration of the Australian import market.
The framework that emerges from the assessment of needs in
export development is intended to capitalize on opportunities
and overcome constraints deemed . to exist in that market.from
‘the Canadian perspective, and is set out as an action plan
following this executive summary.
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Continued heavy use of the Trade Fairs and Missions program
is planned, with emphasis on the sectors identified above.
Considerable importance will be attached to appropriate
ministerial and other high—level government—to-government
visits. The PEMD program will be promoted more intensively,
particularly with vregard to Section F, so as to help
companies sustain the ongoing analyses and market development
activities necessary to succeed in the Australian market.

To capitalize fully on opportunities and overcome constraints
to trade new instruments must be developed within the context
of the Australian market. Because the Australian market has
been overlooked by Canadian exporters, especially small and

- medium businesses, a Market Awareness Program (MAP) will be

developed to inform potential exporters of trade
possibilities in Australia. Efforts will also be made to
ensure that Australian buyers are more aware of Canadian
expertise and products through use of general and technical
seminars, speeches by government ministers, trade

- commissioner tours, publiclty and press releases, pamphlets

and other promotional materials. Meetings and exchanges of
public servants - Canadian and Australian - will play an
important role in the marketing plan. Interaction at the
businessmen's level 1s critical and must be emphasized. To
meet Iinformation needs sector studies of Canada's competitive
position in the Australian market will be undertaken.
Investment, capital projects and joint ventures will receive
detailed attention.

The degree of success in meeting the plan's objectives will
depend largely on the co-ordination and co-operation. of all
federal departments and provincial governments as well as
active involvement by the business community. Consultation
in the formulation of the strategy with the provinces, and
with other federal government departments, has therefore
taken place. Ongoing consultations by ITC officials with
businessmen will ensure that private-sector views are
incorporated into the plan. A formal review by the Export
Trade Development Board will also be sought. Given that
concentration of effort and dedication of purpose, there is
every reason to expect that Canada's share of the Australian
market can be significantly expanded.
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ACTION PLAN FOR AUSTRALIA

Prime
. Responsibility
Categories of Instruments - List of Activities zmd Events Centre Tining
I.  MISSIONS
A. High-Level Visits 1. W.A.B. McKinnon, Ministér,_ Bureau/Post 1982
of Industry and Commerce for
Western Australia, to visit
Canada to follow-up on numerous
~initiatives, including Minister
Lumley's visit to Australia..
2. Premier Peckford Prov/Bureau/?ost Proposed
to visit Australia. : for 1981
3. Possible ITC Ministerial Trade Bureau/Post November 1981 i
Development Mission. - ' ‘ ) <
4. Canada-Australia officials ROC/EA/Post Proposed for
meeting in Ottawa on Trade ' ' September 1981

Agreement.

5. Premier Davis to lead a mission - Prov/Bureau/Post September 1981
to Australia. ’

6. Jean Folk, Chairman, Australian Bureau/Post October 1981
' Business Development Corpora-— ' » :

tion, to visit Ottawa to attend

8th International Symposium on

Small Business. '

7. Hon. Judy Erola, . EMR/Bureau/Post August 1981
Minister of State for Mines, : o .
to visit Australia.




Categories of Instruments

B. Trade Missions 8.

100

11.

12,

13.

14.

15.

List of Activitics and Events

Ocean Industries (Petroleum)
Technical Trade Mission to
Australia

Heavy Electrical
and Power Transmission Mission
to Australia

Incoming Mission of Senior
Engineers from State Utilities

Telidon:
Mission

Incoming Buyers

Incoming Pulp and Paper
Equipment Mission

Automotive Parts
and Accessories Mission
to Australia

Incoming Buyers Mission

to coincide with the Canadian
International Automotive Show,
Toronto

Industrial Process Control
and Instrumentation Mission
to Australia International
Engineering Exhibition,
Melbourne

Process Control and Instrumen—
tation Incoming Buyers Program

Prime
Responsibility
Centre

TPI/Bureau/Post

ELE/Bureau/Post

t

_ELE/Bureau/Post

ELE/DOC/EXT/
Bureau/Post

MCH/Bureau/Post

TPI/Bureau/Post

TPI/Bureau/Post

ELE/Bureau/Post

ELE/Bureau/Post

Timing

April 1982

October 1981

March 1982

1981-82

1982-83

February 1982

April 1982

July~August
1981

1982




II.

Categories of Instruments:

FAIRS AND EXHIBITIONS

17.

18.

19.

20.

21.

22.

23.

24,

25.

26.

27.

List of Activities and Events

Fish Products Mission.

. to Australia =

Québec Trade Mission
to Australia

Nova Scotia Trade Mission
to Australia

Incoming Australian Chambers
of Commerce Delegation

Petroleum Technology Australla
Exhibition, Perth

Participation in Forestry
Industry Machinery Exposition
(F.I.M.E.) Myrtleford, Victoria

Agricultural Equipment Fairs

-including Ag-Quip, Gunnedah,

New South Wales, Dourin,
Western Australia, Toowowba,

'Queensland and Horsham Victorla
-_Shows

'Australian International Mining

Exhibition (Aimex '83) Sydney

Royal‘Easter Shéﬁ, Sfdney

Fish Expo, Sydney

Possible Establishment

" of Canadian Trade Centre
in Australia

, Prime
Responsibility
Centre

FPB/Bureau/Post
Prov/RO/Bureau/
Post

Prov/RO/Bureau/
Post

CCC/Bureau/Post

' MCH/ELE/TPI/

Bureau/Post

MCH/Bureau/Post

MCH/Post

MCH/Bureau/Post

FDB/Bureéu/Pést
FDB/Buredu/Post

Post/Bureau

Timing

Q?tober 1981
October 1981
November 1981
1981/82
November 1981

April 1985

1981/82

,Febfuary 1983

‘April 1982 -

September 1982

1982

- TTA -



Categories of Instruments

II1. TECHNICAL SEMINARS

Iiv. MEETINGS, EXCHANGES, VISITS

V. STUDIES

28.

29.
30.

31.

32.

33.

34.

35.

36.

&~

List of Activities and Events

Agricultural Equipment
(including Stubble Mulch)
Seminars in Australia

Power Equipment Techmical
Seminar '

Exporting to Australia Seminars
in Selected Canadian Cities

Sawmill-Forest Harvesting
Technical Seminar to coincide
with Australia Timber Congress
Meeting, Adelaide

Consultative Committee
under Canads/Australia Trade
Agreement.

Agricultural engineers

and scientists exchanges
and visiting professorships
at agriculture, engineering
and pastoral colleges in
Australia.

Secondment of Canadian
electrical engineers to
Australian Electrical
Utilities. '

Australian editors
and journalists to visit
Canada..

Further analysis of opportuni-
ties in Australian sectors

in light of Canadian production
capabilities.

Prime
Recponsibility
Centre

MACH/Bureau/Post

ELE/Bureau/Post
Assocs/Bureau

MCH/Post

ROC/GPO /Post

EXT/AGR/Post

ELE/Bureau/Post

EXT/Bureau/Post

ISB/Bureau/Post

Timing

1981/82

1982
1581-82

April 1982

As appropriate

As appropriate

As appropriate

Ongoing

1981

- TITA -




VI.

Categories of Imstruments

' MARKET GUIDES AND AIDES
TO BUSINESS

37.

38,

- 39.

40,

41’

42,

43.

44,

45.

List of Activities and Events

Phase II Study: Power
Substation Componentry

Study of involvement

of Canadian firms in Australia,
including joint ventures and
representation, etc.

~ Shipping Rate Study.

Defence-Production Sharing
Agreement Feasibility Study.

Survey of Australian import
statistics to determine
opportunities for Canada

auto parts suppliers as a
result of the elimination

of British preferences in July
'1981. ‘ ‘

Survey. of ‘Australian truck
industry to determine
opportunities for Canadian
suppliers of specialized
equipment.

Preparation of directory'
of Canadian companies for each

" of priority sectors.

How To Do Business in Australia

How to arrange Joint Ventures

" in Australia..

Price
Responsibllity
Centre

ELE/Bureau/Post

Post

. TPA/Post

DPB/DND/Post

TPI/Bureau/Post

TPI/Bureau/Post

ISB/Post

Post/Bureau

Post/Bureau/
Assocs. -

Tinimg

1982

1981

1981

1981

- 1981

1981

1981-82

1981-82

1981

- XT ==




Categories of Instrumentg

VII. PROMOTION AND PUBLICITY 46.
47.
48.
49.
50.
51.
VIII. ENCOURAGEMENT AND 52.
INTERACTION WITH BUSINESS
COMMUNITY

PRI —— e . . ) . L . . e

List of Activities and Events

Major supplement on Canada
in Australian newspapers.

Selected publicity on Canada
for use in Australian trade
journals and business
publications.

Stories on new developments
in Canada to be submitted
to Australian newspapers.

Press release for use
in Canadian newspapers re:
Canadian success in Australia,.

Australian‘opportunity articles
in Canadian newspapers
and business publications.

Canada Commerce articles
on Australian opportunites.

Formation of ties between
Australian and Canadian
industry associations

in priority sectors.

Prime
Responsibility
Centre

EXT/Bureau/Post

Post/IFS

Post/IFS

Bureau/ISB/IFS

Bureau/IFS

Bureau/IFS

ISB/Bureau/Post

Timing

Ongoing and

in conjunction
with major
events

Ongoing and

in conjuenction
with major
events

Ongoing and

in conjunction
with major
events

Crgoing and

in conjunction
with major
events

Ongoing and

in conjunction
with major
events

Ongoing and

in conjunction
with majoxr
events

1581




Categories of Instrunents

X. FINANCING

X. INTERACTION WLITH PROVINCES

XI. INTERNAL FEDERAL GOVERNMENT
ACTION AND REVIEWS

53.

54.

55'

56.

57.

58.

59.

60.

List of Activities and Events

Conduct Canada tours

by Canadian trade officers
from Posts re opportunities.
in Australia.

Capital Project Identification:
Offshore Procurement, including
repair and maintenance, with a
view to maximizing Canadian
content.

Explore, with EDC,
possibilities for individual
company lines of credit to
assist the export of Canadian
goods and services to
Australia.

Establish Federal-Provincial
Committee on Export Development

Promotion of joint advertising,
fairs and mission co-operation,
and participation in export
seminars.

Improvements in market intelli-
gence dissemination.

Consultations on market
development in Australia.

Consideration of additionmal
personnel and related budgets *
for Posts and Internmational
Bureau to assist with
implementation of strategy.

Prime
Resporgibllity
Centre

Bureau/Post

Bureau/EDC/Post

Bureau/EDC

IMPG/Bureau

_ Bureau/IFS/
Provinces

Bureau/RO/ :
Provinces/IMPG

Bureau/Post/RO

IMPG/Post/TCS ~

Tining

Annually

Ongoing

Ongoing

September 1981

Ongoing

Ongoing
Annually

1981

- X -




Prime

; o : Responsibility ‘
Categories of Instruments List of Activitlies and Events Centre Timing
61. Proposed new Canadian Consulate TCS/Bureau 1981 -

in Perth.

62. Second to Australia an officer TCS /MCH/Bureau/ 1982
' knowledgeable in the petroleum Post
industry.

- TIX -




AGR
Assocs.
Bureau
ccc
DOC
DND
DPB
EA
EDC
ELE

EMR
FPB

GPO
IFS

IMPG
ISB
- MCH-
Prov
‘RO
ROC
TCS
TPA

- TPL

CLOSSARY OF ABBREVIATIORS

. Department of Agriculture

Industry Sector Associations '
International Bureau, Department of Industry, Trade and Commerce
Canadian Chamber of Commerce

Department of Communications

Department of Natlonal Defence .

Defence Products Branch, Department of Industry, Trade and Commerce
Department of External Affairs

Export Development Corporation

Electrical and Electronics Branch,

. Department of Industry, Trade and Commerce
. Department of Energy, Mines and Resources
_Agriculture, Fisheries and Food Products Branch,
" Department of Industry, Trade and Commerce

North Asia and Pacific Division, Department of External Affairs
Public Information Directorate,

Department of Industry, Trade and Commerce

International Marketing Policy Group,

Department of Industry, Trade and Commerce '

Industry Sector Branches, Department of Industry, Trade and Commerce
Machinery Branch, Department of Industry, Trade and Commerce
Provincial Government

Regional Offices, Department of Industry, Trade and Commerce
Office of Relations with OECD Countries,

Department of Industry, Trade and Commerce

Trade Commissioner Service,

Department of Industry, Trade and Commerce

Aerospace and Ocean Industries Branch,

Department of Industry, Trade and Commerce

Surface Transportation Branch,

Department of Industry, Trade and Commerce

- '!_‘]_"!_'X -
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IX.

A.

EXPORT DEVELOPMENT PLAN

PURPOSE

The introduction of greater focus and co-ordination to Canada's
marketing efforts is the major theme of a "Canadian Export
Strategy for the 1980s" approved by the Cabinet Committee on
Economic Development. The elaboration of two-to~three-year

marketing plans for Canada's priority markets is a central element

of the strategy. This paper sets out an export - development plan
for Australia through

1) creating a strategy framework to guide the actions ‘and
resources of the federal government in providing an
effective program of assistance to, and an environment for,
Canadian export development in Australia,

ii) elaborating -a marketing plan to take advantage of thé
opportunities and to overcome' the constraints facing
Canadian exports to Australia;

iii) providing a working - document to use as the basis for

' discussions aimed at co-ordinating the marketing efforts of

the federal .govermment in. co-operation with prov1nc1al
governments and the private sector. .

The following plan for Australia includes:

i) an identification of the opportunities and constraints for
: Canadian export market development in Australia; :

ii) a  review of past efforts of  the federal government to

promote Canadian exports to Australia and the bllateral

framework within which these exports occur;-

ii1) an 'identification “of the ;marketing segments where the

Canadian share of Australian imports may be 1mproved or
expanded

iv) marketing plans for key priorlty sectors of the Australian
: market, based on an analysis  of the specific opportunities
and constraints in these sectors; :

v) an overall market. development plan for Australia outlining

methods of capitalizing on opportunities and overcoming

constraints found to affect Canadian. exports to that market,

and recommending - both appropriate changes to current
. promotional  techniques and ' possible new .techniques to

facilitate export growth. B




THE CANADIAN/AUSTRALIAN ENVIROBUENT

- Canada‘'s bilateral .relations .with Australia are particularly

close. They are founded on a sense of mutual trust, confidence
and cordial familiarity arising from a series of unique parallels
or common experiences in historical development. Both countries
share similar broad objectives and a pragmatic approach in areas
as widely disparate and comprehensive as cultural values, systems
of goverment, economic development, social policies, foreign
affairs, dand certailn aspects of domestic policies.. Both are, of
course, part of the Commonwealth. The wide-ranging co—operation
that has developed from that basiec compatibility has. been of
considerable advantage to each country.

*. Extensive Interaction between both public and private sectors of

Canada and Australia has involved co—operation at the ministeral
level of govermment, useful exchanges at the officlal level, and
frequent contact between the private sectors and also among
academics and the professions. The sharing of approaches, goals
and dnterests d4dn many significant areas continues to be a
desirable and effective element in formulating respective
responses to a wide spectrum of iImportant international issues.
They include such subjects as stability and economic development
in the Pacific Rim area and within ASEAN, the Law of the Sea,
refugee policy, outer space communication, economic development in
the Third World, the North—South Dialogue, and political issues in
South Africa, Indochina and Afghanistan.

The Australian government has taken every opportunity to emphasize
the value it attaches to its association with Canada and to urge

that the assoclation be strengthened. Canada also supports such

goals. TFederal and state minlsters from Australia, including the
deputy prime minister, have visited Canada recently.
Mr. Ellicott, the Minister for Home Affairs, was In Canada in May
1979 and again 4in March 1980. The Australian Minister - for
National Development and Energy, Senator J.L. Carrick, also
visited Ottawa in March 1980 and the Australian Attorney-General,
Senator Peter Durack, was In Ottawa in April 1980. Prime Minister
Fraser visited Canada in June 1981. Forelgn Minister Street
visited Canada twice in 1981. Several Australian state premiers
and other senior state representatives are also expected in 1981
and 1982. Minister Lumley led a highly successful mission in May

1980 to demonstrate Canada's desire to strengthen relations with-
“Australia. Senator Graham, representing Minister Lapointe, led a

Canadian delegation to the Seventh International Symposium in
Melbourne in November 1980. In the past year the premiers of
Manitoba and Saskatchewan have traveled to Australia, and Ontario
and Québec have sent successful trade missions, the former led by

the Ontardio minister of trade. Premier Davis is planning a visit .

to Australia in the near future. Prime Minister Trudeau will




(

attend the Commonwealth Heads of Government meeting in Melbourne .
in September. The number of repeated high-level visits between
the two countries illustrates the importance each places on the
relationship.

In private sector relations, -distance has proved a serious
impediment to full appreciation of the market. - Many Canadian
exporters have found it difficult to think of Australia as the
profitable and sophisticated market that it is.  Australian
importers have found it hard to accept Canada as being in the same
category as the United States as a supplier of manufactured goods.
While there is significant Canadian investment . in Australia's
resource development, exploration of other market areas has thus
far tended to be limited to the larger, more sophisticated or more -
adventurous Canadian companies. - Canadian businessmen looking for
export opportunities are beginning to realize, however, that
Australia is a market worth considering. -~ ..



C. COARACTERISTICS OF THE AUSTRALLIAN MARRET

1.

Environmental

Australia is the sixth largest country in area, and enjoys ome
of the highest living standards in the world. Its 1l4.6
million people are concentrated in the southeast corner of the
country. 85 per cent of Australians live in urban areas, 41
per cent in Sydney and Melbourne. Population growth,
averaging two per cent a year in the post-war period, has
currently settled at a rate of 1.5 per cent per year.

Australia has historic ties with Britain and English is the
only language readily understood in the business community.
Probably Australia's strongest selling point as an investment
site, besides the per capita income and natural resources
wealth, 1is its political stability. Because of the long
distances, hostile terrain and a dependence on foreign trade,
the Australian transportation system is well developed, with
good air services and a steadily improving road network
linking major cities. There are more than 70 commercially
significant harbours. Telecommunications are the preserve of
a federal commission (Telecom Australia) and, while the
quality of service is not considered to be as high as in North
America, the network is superior to those in most countries.

Socio—economic

With per captia GDP of $10,374 (1980), Australia ranks as an
affluent developed country. The socio—economic factors
contributing to that prosperity and the general economic
trends witnessed in the post—-war period are similar to those
of other developed countries. While agriculture was the key
sector in the initial stages of Australia's economic develop-—
ment, over the past 20 years there has been a decline in the
size of the rural sector relative to GDP, a marked growth in
both the service sector and the share of mining in GDP, and a
modest reduction in the aggregate share of manufacturing
(Table 1). Likewise, there has been a shift in industrial
employment patterns. The number of workers in manufacturing
has declined or leveled off in the past decade from a peak of
1.42 million in the mid 1970s to 1.27 million at the end of
the decade. In the two years to February 1980, employment
growth has been concentrated in the service industries
(wholesale and retail trade, business services, community
services, and the public service), and in the resource-based
industries (mining, basic metals and metal fabricating). 1In
construction and other manufacturing, employment declined over




the same period. Those trends in sectoral contribution to GDP.
and industrial employment patterns are forecast to continue
well into the 19805 (Table 2)

The early 1970s witnessed rapidly accelerating import and

export prices, a significant increase in domestic wages and

prices, expansionary fiscal and monetary policy, and a slow-

dovn of mineral developments and exports.  Economic policy

since 1975 has been aimed at correcting the imbalances that

developed, namely the wage-productivity gap, inflation and a

decline in the profit -share of total prices and wages.

Moderate success has been achieved, and there has been a

substantial and continuous reduction in the rate -of increase

of both. prices and wages up to 1979.  Unit labor costs were

reduced in the 1975-1979 period, but not enough to compensate

for the large gains made earlier 1in the 1970s. . Company

profits recovered in the 1975-1977 period but have not matched

the growth .of wages and salaries per employee. The share of

profits in total non—-farm income has risen only slightly since
the mid 1970s and remains four per cent below its long-term-
average. :

The same period was accompanied by slow growth, rising
unemployment, weak investment, and persistent - but not
pressing — balance of payments deficits. Non—farm GDP grew at
an average rate of two per cent ‘between 1973- -74 and 1978- 79,
compared to five per cent annually in the five years previous
to 1973. As.a percentage of total private: sector expenditure,
business fixed investment fell from 15 per cent,.in the decade
up to 1975-76, to 13 per cent in the subsequent four years.
Over the past few years, however, considerable progress has
been made in the lengthy adjustment process, and Australia's
short term economic outlook is encouraging. In 1979-80, GDP
real growth was 2.2 per cent, with non~farm sector growth up
3.1 per cent. : : : ' : ’

The federal budget for 1980-81 forecasts real GNP growth of
three per.cent overall, with non-farm growth being 3.5  per
cent. Private consumption, which increased on average 2.25
per cent annually from 1978-1980, is expected to rise by three -
per cent in real terms in 1980-1981, while business fixed-
investment is expected to show strong growth of about 10 per
cent in 1980- 1981. A key aspect of the expected pick-up and
long-term growth of investment is the development of energy,
mining and resource~based metal  industries. Investment in
those industries increased by 35 per. cent in value in 1979 and
'is expected to grow at an even faster rate in the 1980s.
Employment  grew -2.4 per cent. in 1979-80 and, for .the first
time since 1973-74, the unemployment rate declined marginally
on an annual basis to an average of six. per cent. .1979-80
inflation, measured by the CPI, reached a high level. of nine -
per cent, while wages increased by 13 per cent.. .The budget
deficit of $2.6. billion  (a modest. two per. cent of GDP). in -



1979-80 is expected to be reducedA in 1980-81. Revenue
accruing from general taxation on domestic oill production may
produce a slight budgetary surplus.

All things considered, the Australian economy appears to have

suffered less from the current recession than other Western
economies. The medium~term economic prospects, given the
impending resource boom, are even more promising, and should
record a moderate three-to-3.5 per cent growth in: feal GDP

~until -mid-1982. As a growing number of mineral and energy

projects come onstream, growth rates willl  increase. - The
country's resources, a relatively low inflation rate, and the
potential of higher disposable incomes . could ‘accelerate the
current low rate of consumer spending. Manufacturing should
increase, too, as demand for capital ‘goods increases in
response to the resource boom. Demand for housing, transport,
and consumer goods will ‘increase. = Assuming a continuing
strong balance of payments position and a high level of
capital inflov, economic growth should soon begin to
accelerate., :

Resource Development Macroeconomic Trends and Planning

Following five years of slow growth, Aostralia 1s currently

poised on the edge of a resource boom. Investment in agricul-

ture 1s buoyant and the outlook is promising due to generally
strong world prices. Adjustments are being made to improve
the competitiveness of the manufacturing sector (textiles, for
example). Prime Minister Fraser has stated that Australia's
objective in the 1980s will be to combine an internationally
competitive economy.with the wealth of natural resources and
the availability of 1low-cost energy to secure long—ternm

- economic growth.

As a leading world producer of minerals and one of the few
developed countries with a positive energy balance, Australia
is entering a growth phase that will see the development of
major energy and energy intemnsive mineral processing

projects. Coal provides two—thirds of Australia's total

domestic output of energy. Crude oil contributes one—quarter,
the balance being -  supplied mainly by natural and other
renevable resources. - According to the National Energy
Advisory Committee, current estimated reserves of coal (40
billion tons of black coal and 80 billion tons of brown coal)
could support a coal industry expansion to 400,000,000 tons of

raw coal a year by the turn of the century. With regard to

natural gas, some seven per cent of the Western world's total
proven reserves lie off the Northwest Shelf of Australia
alone, and further discoveries are expected. The outlook for
crude oil 1s not so certain. Currently, domestic supplies
account for 70 per cent of refinery feedstocks. Finally,
Australia has 20 per cent of the world's proven uranium
reserves. :




Abundant supply of low-cost energy has glven Australia a
significant comparative advantage in energy intensive mineral
processing activity. For example, Australia is a preferred
location for aluminum smelters because it is the world's

largést producer of bauxite and alumina and currently enjoys a

cost advantage of 20 per cent, relative to the OECD average,

in electric power generated from coal-burning thermal plants.

Total investment in resource development projects, ’either'

undertaken or in the advanced stage of planning, was estimated
in December 1980 to exceed $46 billion. Over the next five
years the total wvalue of iInvestment could amount to $70
billion. It 1s estimated that 40 per cent of that investment
will be in coal mining, o1l and gas, iron ore and uranium
projects; 20 per cent in power generation projects, primarily
coal-based electricity projects; and more than 22 per cent in
manufacturing projects, primarily in the basic metals products
sector and, within that sector, aluminum processing

‘operations.

In addition. to the mineral - ‘processing vsector, where local
content regulations are in effect to guarantee a high measure
of Australian participation, a broad range of industries stand

to benefit. from the abundance of low—cost energy and the spin--
off effects of the resource boom. That factor, combined with:

new policy initiatives on industrial adjustment, will help the

present, somewhat inefficient, Australian manufacturing sector
‘become more internationally competitive. On the basis of two -

recent reports (the 1977 White Paper on Manufacturing and the

Crawford Report) the Australian government has reversed its.

traditional support of d1mport substitution behind high
protective walls. It has stated its intention to pursue

- Instead policies that will encourage development of the more

export-oriented manufacturing industries, involve. speciali-
zation, use advanced technology, dvaw on wider markets to take
advantage of economies of scale, have innovative management
and pursue increased productivity. - :

UIndustry grOupé with the largest employment concentration and

contribution to GDP are food, beverages and tobacco, basic and
fabricated metal products, . transport equipment ' and other
machinery and equipment (Table 3). Although the manufacturing
sector -as a whole is- not expected to grow rapidly in the next
few years, the sectors supplying equipment and services to the
mining industry will experience continued growth. There will

~undoubtedly be - throughout . the course. of the resource .boom:

and ‘barring an - effort by ' the . government to maintain or

.~ increase protection of. less ' efficlent industries - .a-
" redistribution . of ' - resources. . ‘toward: -high-productivity

industrial sectors.




Current developments 1n mining and energy tend to overshadow
the importance and buoyancy of the agriculture sector, which
has traditionally been the pillar of the Australian economy
and remains Australia's main source of export income. With
good prices and generally good crops, the Australian rural
sector has been operating at a high level. Gross farm product
in 1978-79 equaled $8.6 billion, or 6.5 per cent of GDP.
Rural exporits accounted for 41 per cent of the total value of
merchandise exports. Beef, wool and grains showed vrecord
returns, a trend that continued into 1980. TFarm incomes rose
by 20 per cent in 1978 and 11.5 per cent in 1979, and are
expected to be high in 1980-81. Longer—term prosgpects in
agriculture are difficult to measure 1in. view of its
vulnerability to fluctations in climate and external demand.
They look at the least favourable, however. Other sectors
whose development may have significant implications for
Canadian exporters are forestry and fisheries. '

Given the strength of developments in all the above sectors,
Australia's nedium-term economic . outlook is highly
encouraging. The extent to which those real opportunities are
translated into economic growth, however, will depend largely
on government policy and management. ¥First, projects
necessitate large inflows of debt and equity capital requiring
a certain flexibility on the part of the government in
administering existing foreign investment guildelines. At the
development stage, those guidelines seek 50 per cent
Australian equity in resource projects. Also, projects may be
approved with a lesser degree of Australian participation if
it camnot be achieved on reasonable terms and the foreign
investor undertakes a commitment to reach 51 per cent local
equity. In most other sectors, on the other hand, there are
no equity limitations on foreign investment. Indeed,
investment is welcomed. There is a second issue, however: the
effect on inflation of increased demand arising from mining
and energy projects. Project investment wili increase the
demand for labor, particularly skilled labor, giving rise to
the risk of wage inflation and. domestically generated cost-—
price distortions. Those pressures may be eased by
immigration and an increase in the number of people being
trained, but 1t 1s expected that the government will have no
alternative other than maintaining its tight fiscal and
monetary policies. Third, the government’'s intention to
reduce protection of domestic production, and its trade and
external policies 1in general, will bear directly on the
ability of the economy to constrain inflation and enjoy
continued growth.




Trade and Investment Policy

The .characteristics of the Australian ‘economy have to a large
extent dictated the main features of trade policy. On one
hand, Australia's objective in the post-war period was to
encourage the growth of domestic ‘industry, accelerate economic
development and provide employment for an  expanding urban
population. Australia has supported high levels of protection
and it was only within the last decade that tariff levels were
reduced in recognition of the fact that protection was
contributing to an inefficient and fragmented industrial
structure and that exposure to international competition 'was
necessary to remedy the problem. On the other hand, as
Australia's export income has been traditionally generated .by
primary products, a general trade policy on exports comes
rather close to being commodity policy, its main objectives

- being access to overseas markets and price stability. As a
consequence of these objectives, Australia has been active in.

international organizations and multilateral forums concerned
with general trade and commodity issues. - Australia is a
signatory to GATT, a member of the OECD, and either a party
to, or an important participant in, commodity agreements
concerning wheat, sugar, tin, cocoa, rubber, and bauxite.

As a primary - producer, Australia has experienced a -certain

frustration with multilateral trade talks and is increasingly
focusing on bilateral negotiations. There 1s a general
disillusionment with GATT's inability to implement. and enforce
tariff reductions in the -agricultural sphere and from its
rather less stringent rules on agricultural quantitative
restrictions - and export subsidies. Indeed, the Crawford
Report on industrial adjustment raises the. possibility that
Australia might eventually . forsake the Most Favored Nation
principle in favor of special bilateral arrangements.
Australia's interest in bilateral arrangements is' reflected in
the number of trade agreements it has signed with individual
countries. Among industrialized countries, Australia has
signed a free trade agreement with New Zealand, a preferential
agreement with Canada, and a commercial agreement with Japan.

Eight other agreements are with the U.S.S.R. and the centrally
planned - economies of Eastern. Europe, and 10 are with .
developing countries. “With  the.exception of the free trade .

agreement: with New Zealand, the Australian Trade and Commerce

Relations Agreement with Papua New Guinea and .the. arrangements

with-Canada and Malaysia, the bilateral .agréements provide for
reciprocal MFN treatment and. consultative procedures.: .They

also express..-support for commodity. agreements and 1mproved':--;

conditions of trade in primary products.

The main instruments of Australia's trade policy aré tariffs, .

quantitative import restrictions, non-tariff barriers, export
controls, export incentives and, to a limited extent, foreign
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investment regulations. Tariffs -are of two Lkinds:
preferential and general. The preferential rate, which was
applied to certaln imports from the U.K. until July 1, 1981,
is still in effect on imports from Papua New Guinea, most but
not all goods from Canada and New Zealand, and a long list of
articles from Hong Kong and former British colonles and
protectorates. Preferential treatment 1is granted also to
selected imports from LDC's. The general rate of duty applies
to all other countries. Under section 10, schedule two of the
customs tarlff, Customs authorities may waive the normal duty

if local manufacturers cannot satisfy full demand or supply

equivalent goods. Most such admissions are in machinery and
the ruling will no doubt be widely applied to suppliers for
project development.

Most tariff rates were cut 25 per cent in July 1973, and
another cut of six-to-10 per cent was made on one-third of
protected items in February 1977. The present govermment 1s

committed to further tariff reductions over the next 15 years .

In line with its policy of reducing inflation and promoting
structural adjustment. In January 1980, tariff levels ranged
from 0 to 95 per cent, most rates being concentrated in the
15-40 per cent range. Between 1968-69 and 1976-77, the
average nominal rate of tariff for manufacturing fell from 24
per cent to 15 per cent and the average effective rate of
protection declined from 35 per cent to 27 per cent.

Selected commodities are now subject to a system of quotas.
They include clothling, appliances, textiles, steel, elec-—
tronics and automobiles. Used earthmoving, excavating and

material-handling equipment; footwear and footwear materials; -

assembled passenger motor vehicles less than five years old;
fixed resistors; certain domestic freezers; and wused
four-vheel-drive vehicles are subject to import licensing
controls. Other non-tariff barriers include "support" values
for chemicals, dumping duties, quarantine - regulations,
commerce regulations (trademarks, copyright, marks of origin
and packaging and industrial standards) as well as voluntary
restraints. In the recent Multilateral Trade Negotiationms,
Australia did not accede to the International Agreement on
Technical Barriers to Trade or to the International Agreement
on Government Procurement.

There are generally few controls on Australian exports.
Limitatlions on the sale of uranium, oil and minerals do exist
and the government can prohibit export of those products,
although that power 1s rarely exercised. Export incentives
‘include the Export Market Development Grants scheme, which
encourages exporters and potential exporters to seek out and
develop new markets; and the Exports Expansion Grants scheme,
which seeks improved export performance. Other facilities,
such as export insurance and export credit, are granted by the
government's Export Finance and Insurance Corporation.
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Just as trade policy instruments were used to promote  the
establishment of a domestic industrial base, the foreign
investment guidelines detailed in Appendix (I) are being used
to ensure that the industrial base remains under the control
of ‘Australian nationals. The principal aim of. Australian
foreign investment policy is to encourage overseas capital-
inflows on a basils that recognizes Australian needs and
operations. Apart from certain limited areas of the economy
where investment  is restricted  (banking, insurance,
broadcasting, television, newspapers, civil aviation and real
estate) proposals, whether takeovers or new projects,  are
considered against broad criteria that take 1into account
economic, soclal and other national interest considerations.
It is believed that, wherever practical, Australians should
have an opportunity to participate with foreign investors in

‘ major projects. Such participation is, therefore, sought to

the extent appropriate to the particdlar circumstances of each
proposal. Specific guidelines have been 1laid down for
Australian involvement in new natural resource projects..

Foreign investment remains strong in.. spite of - 'those

restrictions. In 1979-80 the net inflow of foreign
investment, exclusive of undistributed income, was $1 ‘billion,
of which $758 million was in direct investment and loans. 1In
the nine months up to March 1980, the Foreign Investment
Review Board approved proposals involving $5.7 billion. Those
short-term figures compare with a total net inflow of foreign
investment of $22.9 billion from 1947 to 1978. $9.4 billion,

_or 41 per cent, of that amount was new direct investment and

loans. Foreign direct investment has been concentrated in the
manufacturing sector (35.5 per cent of 1964-1977 direct
investment), mining and quarrying (18.2 per cent), and banking
and finance (11.8 per. cent). In 1978-79, 38 per cent of total
foreign investment came from the U.S., 42 per cent - from
Britain, and 20 per cent £from cother countries (Table 4).
Canadian investment in Australia. amounts to about .three per
cent of the total. ‘

Trade Characteristics and Balance of Paymenﬁs'

Australia's balance of payments position 1is strong and the
outlook encouraging. Over the 12 months ending June 1980,
performance improved remarkably. . Total imports amounted  to
$20.9 billion, an increase of 17 per cent over the previous
year. Total exports were $24.3 billion, up 32.6 per cent over
1978/79. . The increased export revenue was. the principal
factor in the. diminished current account deficit..of $1.2

billion, well down from the $2.2 billion deficit of the

previous year. During 1981-82, however,. the deficit will

.. probably be $5 billion -in the . current account due to the-

.increasingly strong demand for imports. Export growth ‘for-
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1980-81 will not likely match 1979-80 growth. A softening
demand caused by slower growth in the economies of Australia's
trading paviners will mean lower expori earnings. Export
-growth should increase, however, once world trade begins to
gain momentum.

The leading categories of imports are machinery, petroleum,
manufactures, itransport equipment and chemicals (Table 5).
The leading sources of imports are the EEC (24 per cent), the
U.S. (22 per cent), Japan (15 per cent), ASEAN (six per cent),
Saudi Arabia (four per cent), New Zealand (three per cent) and
Canada (2.7 per cent) (Table 5). Growth 1in Imports 1is
expected to continue at 15 per cent per annum in the next few
years with . the import market expanding by $3.5 billion
annually. Tt seems that the bulk of import demand will be in
sectors supplying tesource projects and Infrastructure
developments as well as consumer goods. Australia has a
strong appetite for imports, particularly manufactured goods,
and has one of the highest per capita i1mport levels of any
country. Australia's exports are dominated by agricultural
and mineral products; the major export commodities being
wheat, sugar, coal, aluminum, meat (beef, veal, mutton), dairy
products, wool and iron ore (Table 5). Japan, the EEC, the
U.S., ASEAN countries, New. Zealand, the U.S.8.R. and China are
ma jor customers (Table 5).  ASEAN customers are expected to
become 1increasingly more important iIn the coming years.
Table 6 shows the direction of Australian trade, while Tables
7 and 8 review the ‘composition of Australian exports and
imports. -

The Australian dollar, which was sharply devalued in 1974 and
1976 and experienced gradual downward adjustments in 1977 and
1978, has appreciated slightly since then and is expected to
stabilize at A$l = US$1.18 through 1981. The currency will
probably face some upward pressure over the next few years in
view of expected capital inflows. The government will no
doubt seek a slightly undervalued dollar vis—3-vis the U.S.

dollar so as to maintain the levels of investment required to

finance planned resource projects.




Do

- 13 -

CANADIAN TRADE WITH AUSTRALIA

16

Trends in Canada~Australia Trade

Commercial exchanges with Australia date from 1895, when the -
first trade commissioner was appointed by the Canadian
Government to Sydney. In 1980, Canada—Australia trade totaled
$1.2 billion, an increase of 14 per cent ($145 million) over
the previous year. The 1980 level represented a fourfold
increase over two-way trade in 1970 ($344 million).

Canadian exports to Australia in 1980 amounted to ‘a record
$663 million, an increase of 19 per cent ($107 million) over

. the same period in 1979 (Table 9). Leading individual exports

include newsprint (866 million), Lumber ($63 million) ' and
sulphur ($53 million). The bulk of Canada's exports to
Australia conmsist of fabricated materials and finished goods
(manufactures); sales of which totaled $529 million 'in 1980 -
an increase of 10 per cent over the corresponding period in
1979. Sales of manufactures have traditionally represented a
large segment of our total exports to Australia: more than
one~third in 1980. While automotive parts and accessories
remain the largest individual item in that category ($45
million last year), the relative share of automotive goods as
a portion of total Canadian sales to Australia declined to
seven per cent in 1980 (14 per cent in .1979). Other major
manufactured goods exports include carpets ($27 million),
combines ($12 million) and tractors ($9 million) (See Table
10. )

Australia usually stands only behind the U.S., Britain and
Venezuela as a market for Canadian finished goods although, on
the basis of preliminary 1980 figures, Australia ranked sixth
as a market. for manufactures. At present, Canada supplies
about 2.7 per cent of the total Australian import market - a
relative decline from four per cent in 1970.

In 1980, Canadian imports from Australia were valued at $507
million, up nine per cent over the same period in 1979,
representing the highest level' on record (Table . 11).
Shipments consisting primarily of agricultural products and
minerals account for- some three—quarters of total Australian
sales .to Canada. . Leading individual import items are sugar
(8189 million), -alumina (877 million) -and beef ($63 million).

- Australia ranks as Canada's 11lth largest supplier and has less -

than one per cent of the total Canadian import market. Table
12 traces Canadian trade with Australia from 1970 to 1980.

Trade Policy Considerations

Trade between Canada -and Australia is governed by both the .
General Agreement. on Tariffs and Trade (GATT)..and a separate

bilateral Canada—Australia Trade Agreement (CATA) of 1960.
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CATA provides for the exchange of tarlff preferences on a
broad wrange. of products -and places Canadlan trade with
Australla on a more favorable basis than virtually any other
trading partner. An Exchange of Letters was signed 1in 1973 to
supplement CATA and to provide for continuatlon of preferences
that had been derived from each country's bllateral agreement
with Britaln prilor its jolning the European Community.

Those preferences have played an dImportant role 1n the

development of - Canadian exports to Australia, and have
enhanced the competltiveness of Canadian manufactured goods
there. The preferenceg have also encouraged companles without
previous export experlence to look first at Australla since
market demand 1s similar and the novice exporter has an
advantage over non-preferentlal suppliers.

Both governments have accepted- that trade and - economic
relationships should be re-examined. now that the Multilateral
Trade Negotlatlons have been concluded. The review 1s under
way . Canadlan businessmen and provineclal governments were
invited last fall to present thelr vlews concerning future
trade and economic relatlons wlth Australla. The general view
expressed was that, although certaln problems had arlsen in
the operatlon of the agreement, and some of the preferences
had been eroded over the -years, the exlisting bilateral
preferentlal arrangement stilll provides Ilmportant benefilts to

Canadlian exporters and should be malntalned or improved to the.

extent possible. In spite of the long distances 1Involved,- it
provides Canadlan exporters wlth both a cost and psychologlcal
advantage over much of thelr competitlon. The main conclusion
to be drawn from these representatlons 1s that 1t would be in
Canada's interest to maintain and, where practical, to lmprove
the exdsting preferential trade relationships.

Should the agreement be renegotiated, both governments will
also need to conslder whether 1t would be useful to Ilnclude In
any nev agreement provislons deslgned to foster-investment and
joint wventures. Canada does not have a jolnt trade and
economlc commlttee with Australla, as 1t does wlth a number of
other countrlies, although both the 1960 Trade Agreement and
the 1973 Exchange of Letters provide for consultatlion on a
broad range of matters. Glven the rapld changes that are
expected to take place In the trade and economic environment
in the next decade, an. effectlve consultative mechanism may be
beneficlal to both sides. It 1s expected that the two
governments will meet late in 1981 to determine -the shape of
' future billateral arrangements.

Issues now affecting Canadlan export Interests in Australila
include: the establishment some years ago of Ilmport controls
on aluminum; a support wvalue for duty system on Industrial
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chemicals; and Australia's decision as a member of the New
Zealand-Australia Free Trade Agreement (NAFTA) to allocate 89
per cent of its newsprint market and 75 per cent of its pulp
market to domestic and New Zealand suppliers. More recently,
a number of unilateral actions have affected preferential
tariffs. Since early 1974, various recommendations put
forward by the Industries Assistance Commission have had the
effect of either increasing rates of duty on certain Canadian
goods, or reducing margins of preference. - A wide range of.
Canadian products has been affected. In a number of cases
Canadian imports were not the immediate cause of .the market
disruption but were nonetheless caught up -in the protective
measures imposed. . The situation is of particular concern
because of the large number of investigations and the
uncertainty caused by the long periods that can elapse between
the initial complaint by a domestic producer and the ultimate
decision by government.  Importers are reluctant to make
purchase .- commitments once an  investigation ~ has  been
initiated. Similar problems have resulted from the two per
cent revenue Customs duty .imposed. in late 1979.  -There have
been problems as well with Australian health and sanitary
regulations.. Some success has recently been achieved making
the movement of Canadian cattle, swine, horses and bovine
semen possible, but quarantine regulations still prevent the
entry of poultry. '

Australia has expressed concern, among other things, over
Canada's import restrictions on  beef and dairy products,
increased tariffs on certain fruit and vegetable products, the
effect of changes in the .general preferential tariff on
competing Australian products, and a number of general issues
relating to access for Australian wines (such as bilingual
labeling, appellations of .origin, and the practices  of
provincial liquor commissions). : :

Investment and Joint Ventures

Canadian»diréct investment in Australia totaled $457 million
in 1978 (the latest year for which published figures are

.available), accounting for less than three per cent of total

foreign investment in Australia and about four per cent.of the
total investment by Canadian .interests in all countries. -An
outline of Canadian investment in Australia is attached as
Appendix III. Australian direct investment in Canada 1is
estimated to be $76 million. : s -

A  numbér of Canadian mining and o0il companies are already
active in the resource development sector. In manufacturing
as well, there are many areas where the combining of Canadian
and Australian resources and expertise has already proved
beneficial to both sides in such disparate enterprises as food
processing and. production .of prefabricated buildings. "In -
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general, while such arrangements have not- been to date a
significant factor in Canadian—Australian trade, the potential
and scope for this type of co-operation 1s considerable.

Australians often point out that there are benefits to be
derived from joint ventures in the domestic market and also in
markets 1in Southeast Asia and other areas where advantage
could be taken of established - Australian connections,
Australian sales techniques and, in some cases, Australian
export incentives. There are many cases where either country,
relying only on its own technology and resources, would find
it difficult to meet Japanese and European competition, but
where a joint operation would strengthen their chances of

success. Canadian companies might benefit from such .

arrangeménts.

Double Taxation Agreement

A new bilateral double taxation agreement was signed -on
May 21, 1980. The agreement covers - -all forms of income
flowing between the two countries and limits the tax that may

be levied by the source country to 15 per cent on dividends

and interest and 10 per cent on royalties. As is customary,
however, those limits will not apply to income effectively
derived from a permanent establishment or fixed base held in
one country by a resident in the other.

Apart from other changes to bring the arrangements with Canada

into line with Australia's recent agreements, the new

agreement provides for limited taxation rights for the country
of source in respect of pensions pald to residents of the
other country, and for some relaxation of the rules under
which residents of one country working for short periods in
the other are freed from taxation in the country being
visited. Measures for the relief of double taxation of income
that remains taxable in both countries correspond with those
that apply in the context of other Australian agreements.
Australia will continue to give credit for Canadian tax .on
dividends recelved by Australian individuals. - As is customary
the legislation giving force of lawy to the agreement in
Australia will provide for credit relief to apply to interest
and royalties derived by Australian residents where the
Canadian tax on that income is subject to the agreement limit
of 15 or 10 per cent respectively. Other non-dividend income
that Australian residents derive from Canada will continue to
be exempt from Australian tax if taxed in Canada.
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E. CANADIAN TRADE DEVELOPMENT ACTIVITIES AND. TOOLS _

1°

General

Since there are no formal bilateral consultative mechanisms
between Canada and Australia, issues are discussed informally
and directly through  contacts with 'ministers and other

officials. Whether that approach will remain effective
depends largely on how the Canada—Austrélia relationship
evolves - in the years ahead. Certainly, in the past year there
has been.a vremarkable increase in high level visits at both
the federal and provincial levels -between Canadian ministers
and provincial premiers and their Australian counterparts.
Indications are that such exchanges will become more frequent.
During 1981, a minimum of eight senior Australian officials,
including Prime Minister Fraser, will have visited Canada. - A
similar number of senior Canadian federal -and provincial
representatives will visit Australia. Prime Minister Trudeau
will attend the Commonwealth Heads of Government Meeting in
September 1981.  The number of repeated high-level visits
reflects the importance of this market. :

Contact between Canadian and Australian businessmen is growing
but remains largely unstructured. . Both Canada and Australia
are represented on the Pacific Basin Economic: Council: Also,
several Canadian business associations ' (such as -the 'B.C.
Council of Forest Industries) are represented in Australia,.
and a rapidly growing numbér of Canadian companies and

financial institutions have offices in Australia. . In recent
years, there has been a significant increase in the number of
ITC~-sponsored pomotional activities related to Australia.
(The 1981-82 missions and  trade fair participation are
outlined - in Table 13). Also, the .provinces have recently
increased their market development activities. and,
collectively, are sponsoring approximately six horizontal and
vertical missions this: year.  British Columbia, Alberta,

Ontario and Québec. are particularly active in Australia. PEMD
(Program for Export Market Development) has played a role in-
facilitating private-level .contacts. (PEMD approvals, by

- section and by sector, are outlined in Tables 14 and 15. A

list - of - selected Canadian companies successful in the
Australian market under PEMD follows Table 15.) '

Ministerial Trade Visit to Australia

The Minister of State for Trade led a businessmen's delegation
to Australia in May, 1980 —— the first ministerial-led trade
development mission in éleven years. The primary obective was
to confirm at the political level the importance Canada
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attaches to its trade relations with Australia and to under—

line interest in developing closer bilateral commercial ties

by means of enhanced two-way trade and technology transfers

and investment flows. . The mission also served to better
acquaint the Australian business community with Canadian
industrial ' capabilities. The double taxation agreement

described earlier was signed and the establishment of an EDC
line of <credit to the Australian Industry Development
Corporation was announced. Contracts totaling some $25
million were concluded and companies estimated that sales
approaching $120 million might be realized over the next few
years as a result of the mission.

Minister Lumley discussed with Australian officials the need
for an inventory of Australian and Canadian capabilities. The
purpose of the inventory would be to determine gaps in respec-
tive capabilities that may offer scope for industrial partici-
pation and to outline potential areas for co-operation. (For
instance, Canadian firms could complement, rather than compete
with, Australian production in meeting project requirements
locally and possibly in third markets as well.) In that
context, studies have been wundertaken on the following

Australian 'sectors: mining equipment including materials
handling; oil and gas field ~equipment; and power generation
and transmission equipment. Information contained in the

studies is being made available to provincial governments and
Canadian industrialists.

Pacific Rim Opportunities Conference

Some 250 business, labor and academic leaders and represen—
tatives of the federal and provincial governments took part in
the Pacific Rim Opportunities Conference in Vancouver from
November 19 to 21, 1980. The conference, chaired by the
Minister of State for Trade, heightened Canadian awareness of
opportunities in the Pacifi¢ region focussing on financing;
the Pacific community; new dnstitutions for the 1980s;

~ investments; joint ventures; technology transfer and two-way

trade. The major theme to emerge was that Canada's trade and
other business 1links with the Pacific Rim were assuming
increasing importance for Canada's own economic performance.
Canada's trade across the Pacific now exeeds that with
Europe. Intensification of economic contacts with the Pacific
would both flow from, and contribute to, the westward shift of
economic activity within Canada itself. Notwithstanding the
rapid rise in trade with the Paciflc Rim, few doubted that
Canadian businessmen should be more active in pursuing the
opportunities that exist in the reglion. Business and govern—
ment leaders throughout the region are not sufficiently aware
of Canada's supply capabilities, particularly in the high
technology sector. . '
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With specific reference to Australia, it was agreed that the
country is a good market for Canada, particularly for manufac-
tured items. The conference concluded that the anticipated
resources boom will transform Australia into an important
economic power and a strong market for Canadian goods and that
Australia could become Canada's second largest foreign market
for manufacturers. Canadians are welcome partners in resource
development, particularly through joint ventures.  Other
themes to emerge included the importance of high technology
sales. Canada could meet Australian requirements for
satellite sgystems, videotex and computer equipment. The

anticipated resource boom would also provide cpportunities for
equipment for the mining and processing of -aluminum, coal and

oil. The view was that there are prospects for sales of
agricultural ® equipment, including small items, automotive
products and consumer goods.’ : ‘ : -

Financing

The Export Development Corporation (EDC) exposure in Australia -

as of June 30, 1981 is as follows‘

Offers " Commitments

(glmillions) .

Section 24 (Corporate Insurance) $40.5 $46.7
Section 27 (Government Insurance) - -
Section 29 (Corporate Loans and

Guarantees) g 36.7 ©28.7
Saction .31 (Government Loans and L
- Guarantees) : - -
Section 34 (Foreign Investments : ‘
: Insurance) ' : - =
877 .2 §75.4

NOTE: At July 31, 1981, the total amount of potential lending

- business in EDC's pipeline -of transactions under

negotiation, but not yet concluded, consisted of five
trensactions totaling $64.3. million. ‘

‘Loan»agreement slgned to date include.

1971 - Railway hopper cars from National Steel Car Corporation

-~ $10.3 million - to Hammersley Iron Pty. C
1977 - 15. 6GM Terrex haulers, from GM Motors, Diesel Division
' §7.2 million ~ to Hammersley Irom Piy.
1980 - Line of Credit
$10 million - +to Australian Industry Development
Corporation. :
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1981 -~ Three Twin Otter -aircraft from the de Havilland
Aircraft of Canada }
. $3.9 million to Aero Pelican Intercity Commuter Air
Services Pty.
1981 - 0ilfield drilling equipment from Dreco Ltd.
$6.04 million ~ to Petroleum Drilling Services
(Australia) Pty. Ltd.

In September 1980, EDC signed a one-year, renewable U.S.
$10 million 1line of credit with the Australian Industry
Development Corporation (AIDC) to finance up to 85 per cent of
the sale price of Canadian goods and services. The line of
credit 1s intended to help Canadian exporters competing for

sales 1n Australia by providing the Australian buyer with an.

accessible credit facility through the AIDC. The corporation
is wholly owned by the Australian government. It was set up
to serve as a source of funding for the development of

-+ domestic industry and to provide Australian ownership and

control of industrial and resource projects. The availability
of project financing from international financing institutions
such as the Asian Development Bank and the World Bank has not

yet been a factor in Canadian " trade development with-

Australia.
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OVERALL TRADF. PROSPECTS IN THE AUSTRALIAN MARKET

In view of the significant changes envisaged .for the Australian
economy, a greater awareness on the part of the Canadian business
community. of the potential offered by the Australian market  and
favourable environmental factors such as: lines of credit; double
taxation agreement; and direct air links, there would appear to be
greater scope for Canadian participation in Australian economic
development than ever before. With anticipated expenditure on
resource-based development over the next five years estimated to

‘be in the order of $60 to $70 billion and a per capita income

already more than four-fifths the Canadian level, the outlook for
further growth and diversification of Canadian - exports to
Australia is particularly bright. The preferential tariff rates

that are applied to Canadian imports provide a relative price .

advantage to Canadian firms against products from other exporting
countries. Now ' that the - preferential rates once enjoyed by
British companies have been revoked, Canada s competitive position
is further enhanced ‘

While steady progress has been made in the postwar period in -the
development of an industrial base in Australia, it is considered
unlikely that local production will be sufficient to supply all
the  industrial and consumer needs projected . over the next 10
years. Even though there are high Australian-content requirements

in the various capital projects in particular, supply bottlenecks -

in Australian industries are likely to occur, so that imports may
account for between 20 per cent and 30 per -cent of the inputs

required for each resource project or power station. For the

Canadian exporter, therefore, those mineral and energy-related
projects open up opportunities to export capital equipment goods

and services needed to supply the various. projects and the -

infrastructure developments that they will entail.

The development of the North West Shelf Natural Gas reserves in

Western Australia will likely be the target project undertaken
over the next decade. That initiative, valued. at some $7.3 . -

billion, involves development of an offshore gas field, an
underwater pipeline, gas plant, liquid nitrogen gas (LNG) -storage
and marine loading facilities, construction of LNG carriers and a

1,500 km (932 mile) pipeline. Other growth sectors include

ferrous metals (iron ore), non-ferrous metals (aluminium, copper,

nickel, uranium, coal), petrochemicals, forestry and
infrastructure - upgrading, energy (thermal ' power, including
transmission), commu~ nications and port development. It is

estimated that, in areas where Canada has an established supply .

capability (i.e. power generation, forestry and non-ferrous
metals), the project potential for such expertise is in the order
of $1 billion.. (A 1list. of selected Australian projects is
attached as Appendix II.) : : :
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ITC is particularly Interested in assisting with the formation of-

consortia, including the provision of financing packages, where
needed, .to meet Australian requirements. Because conslderable
Australian dindustrial capability exists in sectors that service
resource development projects, Canadian project .proposals and
initiatives will best be served by working either through, or in
consultation with, Australian firms.

Projects are not usually contracted on a turnkey basis, and parti-
cipation In thelr execution is undertaken on a joint-venture
basis. Increasing demands for capital may lead to more aggressive
-moves by Australian firms to seek forelgn venture partners.
Because Canadian partners 1in such jolnt—-venture operations are
familliar with Canadian products and capabilities in other related
areas, such arrangements can lead to increased exports of
ancillary. Canadian equipment, machinery and .other sophisticated
goods. Therefore, it would be highly advantageous for Canadian

firms to consider complementing Australian capabllities - where

there are requirements for state-of—-the—art technology, equipment
-and experience.

Capital goods 1in general, involving manufactured products and
including machinery, transportation equipment and a wide range of
“consumer durables, currently account for more than two—thirds of
total Australlan imports, and that trend is expected to continue.
Moreover, most Australlan Import requirements are in sectors where
Canada has a demonstrated export capability. The Australian
market offers particular promise for small and medium—sized firms.
0f the 590 commodity categories exported to Australia in 1980,
total sales in 429 (or 73 per cent) were valued at less than
$500,000. Few other countries will be able to offer the same
range of opportunities for Canadlan exporters during this decade.

Potential opportunities, including those which will be- discussed
later in detaill, include: :

Agriculture products - breeding stock, livestock semen,
cherries, blueberries, asparagus,
canned frults and vegetables, speclalty
cheeses, canned meat preparations

Fish and fish products - canned and smoked salmon, -sardines,
herring, kippered snacks, block—frozen
fish, scallops and crabs

Forest products = - = sgoftwood timbef, pulp, newsprint,
: paperboard, wallpaper, computer paper,
kitchen  cabinets, outdoor wooden

furniture, doors, panels, moldings, and -

specialty and photocopy papers




Industrial products

Chemicals

Machinery“

Electrical and
electronic products

Transportation
equipment

Textile and"
consumer products
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asbestos, specialty steels,  (larger

" diameter ~steel pipe and pressure
“vessels for liquified petroleum gas),

potash and sulphur

ﬁesticides, plastic materials, pharma—
.ceuticals, chemical elements and

compounds, and ore treatment. chemicals

agriculturél equipment, foreétry éqdip—‘

ment, newsprint machines, oil and gas
equipment -(onshore and offshore) and
pipeline . supplies, - mining and

.concentrate (drills, drill ‘jumbos,

load-haul-dump . units, low . profile
underground dump trucks, rock breakers,
stopewagons, diamond core drills, coal

- washing ~and 'separation  equipment,

specialized drill bits, mine hoists,
and airleg. drills), labeling and

packaging machinery, hotel equipment,

construction equipment, food

‘preparation handling processing, steel

building, hand tools and hardware

A power generation and long distance

transmission .equipment, minicomputers

and software, satellite communication -

and earth station equipment, informa-
tion systems, geophysical seismic and

process control equipment, instrumenta- -

tion for navigation and surveillance,
marine electronics and medical equip-
ment ‘ : :

automotive parts, mining trucks and .
‘off-highway vehicles, guided - transit

systems, specialized freight vrolling
stock, surveillance, passenger and
utility (sToL), firefighting and
corporate aircraft, offshore rigs,
dredges,  trawlers, submersibles ‘and

pleasure craft

carpets, rugs, upholstery, soft

‘furnishings and drapery and decorative

fabries, skates, tree-climbing : .and

~other work boots, household goods,
-jewellery, - toys and sports equipment-
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resource development (ferrous and non~
ferrous metals, oil and gas, forestry)
infrastructure, public works, ecivil
construction including project engi-
neering and management in association
with local firms.
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AN OVERALL STRATEGY FOR AUSTRALTA

.The.major Canadian trade objectives in Australia\are:

i) to ensure an environment that will-encourage the strengthen-
ing of the~Canadian presence in*Australia's growing economy;

-i1) +to increase the sale of . Canadian goods and services at a
" -rate sufficient to improve the market share; -and,

iii) to.pursue opportunities for investment and joint ventures.:

From the.federal,government'S‘perspeetive,”a,strategy vis—d-vis
Australia requires efforts on three fronts: : '

i) supporting marketing efforts of Canadian firms in pursuing .
opportunities, particularly in the sectors identified;

.;ii) overcoming obstacles' to expanded. Canadian exports and

- investment in Australia;

ii1)  Thelping expdrters to take advantage of. the bilateral -
relationship that has developed during the- past few years
between Australia and Canada. .

The oVerall strategy. or framework to guide the actions and
resource allocation of the federal government and to form the-
basis for coordinating marketing - efforts in = Australia, in
co~operation with provincial governments and the  private sector,
is. set '‘out as-.an action plan ‘to the Executive Summary of .this

paper. The three-year framework for Australia is intended to
capitalize: on - opportunities .and to overcome -constraints -  on .
Canadian. exports.  As such, it incorporates . recomméndations '

arising from the priority sector action plans, particularly where
common instruments are proposed. Sector-specific:initiatives -are
dealt 'with in  the individual priority sector strategies that .
follow (Section H). The strategy applies specifically to four
areas: trade relations, market identification, market awareness,
and market development. ‘ S

Each activity or event is proposed as a response to an identified
need and .will be evaluated during the two—to-three—year -period.
Undoubtedly additions and deletions will ‘be made as - needed,
arising from ongoing interdepartmental discussions as well as ..
consultations with the provinces and the.private sector.
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PRIORITY SBECTOR IDENFIFICATION & SECTOR MARKETING PLANS

An analysis of the characteristics of the Australian market and
Canadian trade patterns has I1dentified a number of sectors in
which significant growth can be expected over the next few years.
That information, combined with inputs by the commercial divisions
of Canada's three posts iIn Australia, the Industry Sector Branches
and the International Trade Bureaux, has Identified sectors In
which  the  potential for growth of Canadlan exports is
significant. Together, those inputs allow determination of a
group of sectors for which the trade prospects are great and the
payoff to Canada .could be high.

Functionally, the sectors are:

- 01l and gas equipment, including pipeline

~ heavy electrical equipment

-~ telecommunications _

~ forest industries equipment

= auto parts

~ instrumentation and industrial process controls
~ agricultural equipment :

~ ocean Industries

~ These sectors by no means represent the only areas of opportunity

for Canadian exporters to Australia. Many of Canada's traditional
exports to that country will continue to grow without government
involvement. As well, some promising sectors are not priority
sectors per se, either because of an existing strong Australian

- capability or a relatlve weakness In Canadlan expertise.

Promotional or exploratory inltlatives are belng considered by
government Iin such sectors nonetheless, because there is potential
for lucrative exports In speclalized areas. For example, it has
been estimated that more than 70 per cent of the machinery and

equipment requirements of Australia's rapidly expanding mineral

industries 1s avallable locally. However, there are certaln areas

not well covered by the Australian industry which could be sourced -

from Canada.

An analysls of the priority sectors follows.
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0il and Gas Equipment, Including Pipeline

a) The Opportunity

Activity in the Australian oilpatch has accelerated at an
exceptional rate in recent years. Government policies to
bring local crude prices progressively towards parity with
world prices, coupled with accelerated depreciation allow-

.ances, have resulted in new exploration and development

activity dinvolving many new players. Expenditures on
exploration in 1981 are projected. to reach $532ehillion,
up from only $66 million five years earlier.. Some 117
wells are planned for onshore exploration (against 68 in
1980), while offshore exploration, which will comprise 35
per cent of total exploration investment in 1981, will
involve 20 wells (up from 14 .a year earlier). - Total
development investment will amount to $1,330 million for
1981, of which $1,104 million will occur offshore. Those
development expenditures will pertain to 12 offshore
development wells, against €ive in 1980 and 74 onshore
wells (against 22 in 1980). As a result of that level of
oil and gas activity, the total apparent market for field
equipment for 1980-81 will reach $186 million (up 33 per

~ cent over 1979-80). About 72 per cent of that amount is

expected to come from ahroad. By 1985-86, the market is
projected to expand to $435 million per year, of which 71

per cent, or approximately $310 million, will be imported.

The following deccription of planned activity in
Australia's oil anl gas sector .is based on conditions as
they existed in the spring of 1981.

- 1) 0il and Gas Development:

The major investment category, offshore. oil and gas
development, will be composed mainly of work on
platforms in the Bass Strait, off Victoria; and in
the North Rankin gas field, on the North West Shelf.
The Bass Strait, located in the Gippsland basin,
contains nine proven commercial petroleum -fields.
Production of . stabilized crude oil in 1980 was 130
million barrels, which represents almost- 90 per cent
of current Australian crude output. In addition,
gas production, at 143,000 million .cubic feet in

1980, constitutes about 50 per cent. of total natural.

-.gas  production in the country. .. Operations are
conducted through a joint. venture involving Esso
Exploration and Production Inc., of Exxon and Broken
Hill Pty., Ltd. In light of recent discoveries,



- 28 -

egtimated o0il reserves have been raised. to 450
million kilolitres (9,900 million gallons), enough
to ensure Australia- 65 per cent sgelf-gufficiency
throughout this decade.

Production in Bass Strait 1s-  currently based on
geven platforms. Four produce oll, two produce oil
and gas, and one produces gas. A subsea completion
production well 1is operating in the Cobia field and
plpes crude oil from the wellhead on the sea floor
and along the bed to the Mackerel platform. Tive
new platforms are in various stages of development.
One (Snapper), has the jacket installed and
development drilling has commenced. The West
Kingfish jacket has been fabricated and will be laid
in mid-1981. The cost of West Kingfish has been
estimated at $230 wmillion. The Cobia platform is
expected to cost $250 million and will be completed
in 1983. .Two other platforms (Flounder and
Fortescue) are planned for completion in 1984. . They
will cost about $300 million each.

‘The North West Shelf gas development project in
Western Australia will encompass the development of
- three gas fields. The North Rankin (estimated
reserves 8.6 trillion cu. ft.), Goodwyn (2.6
grillion. cu. ft.), and Angel (1.4 <trillion cu.

fte). Initially, however, development will be

confined to North Rankin. Two drilling-production
platforms, capable of producing a dailly average of
720 million cu. ft. of wet natural gas, will be
constructed and sited. The gas and condensate will
be plped ashore through a 40-inch diameter submarine
plpeline to onshore facilitles that will be buillt at
Withnell Bay.

The timetable for the overall project calls . for

delivery of natural gas to local users by 1984 and-

LNG sales to Japan by 1986. Total cost has been
estimated at $7.3 billion and it will require a
construction force of about 5,000 people. To meet
delivery deadlines the operator, Woodside Petroleum
Development, has called many tenders for components
with longer lead times. Indeed, the first of the
-two platform jackets was recently awarded to the
Japanese firm, Nippon Kokan. ° While a number of
Canadian equipment and service companies have
registered thelr interest with Woodside Petroleum to
bid on downstream development work, 1n general the
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response from Canadian industry has been indifferent

thus far, even though the project, and the Western:

Australian market as a whole, offer substantial

opportunities for cbmpanies willingjto invest . time -

and effort.’

The second largest oil producing field in.Australia'

is Barrow Island, located off the West Australia
coast .  southwest of Dampier. = - Production. of
stabilized crude oil peaked in 1971 and has steadily
declined, with production in 1980 of 10 million

barrels. A program of continuing exploration. and
development - should,  however, offer - a  sustained

market for oil and gas—-field equipment.

Currently the most important gas producing~areé in
Australia is the Cooper Basin, lying mainly in South

Australia and ‘consisting of 67  known separate .
. structures that have yielded 31 fields: 12 gas
condensates fields (three of which are already. -

producing); five combined oil and gas fields, and 14
other fields that have not as yet been sufficiently
evaluated. Reserves of natural gas liquids (ethanw,
propane, butane and condensate) in the Cooper Basin
are estimated at 287 million barrels. The Basin's

~ultimate hydrocarbon potential has been estimated at

approximately two billion .barrels of oil and
condensate, and 190 billion cubic meters (6,709
billion cubic feet) of natural gas. In Western

- Australia the Dongara gas fields, controlled by the

West Australian Petroleum Pty. (Wapet), produce some
2.2 million cubic meters (78 billion cubic feet) a

day, ‘but -current expectations are that recoverable .

reserves will be depleted by about 1987.

011 and Gas Exploration:

Initially, the main offshore exploration activity in

Australia was centered on the Bass Strait and. the
North West Shelf-Exmouth ‘Plateau areas of Western

Australia. = The Bass Strait is now relatively well

developed, however, and future expenditures in
existing fields will, over the .medium term, be
directed ‘toward “developing and . improving the
recovery of éxisting reserves; so as to extend the
life of these fields, rather than their production
rate. : : ' : :

The North West Shelf and the Exmodth Plateau both
remain tremendously exciting areas.. The discoveries

of commercial quantities -of gas in the North West
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Shelf have demonstrated the offshore hydrocarbon

potential of Western Australia's continental shelf.

Unfortunately, however, recent exploratory results
at ‘the Exmouth Plateau have not been encouraging.
To date four consortia - Esso Australia, Phillips
Australla 01il, Woodside Petroleum Development and
Hudbay 011 (Australian) - have drilled 10 wells and
found only limited gas shows. Under terms of the
permits covering the Exmouth Plateau and the North
West Shelf, minimum offshore exploration work
commitments require, over the -five-year period
ending in 1984-85, the drilling of 118 wells and an
expenditure of at least $500 million. Other areas
that have attracted new exploration - consortia
include the Otway Basin in Victoria; the Perth Basin
and Great Australian Bight, off Western Australia;

the Gulf .of Carpentaria (Queensland), and. the‘.

Arafura Sea in the Northern Territory.

Many Canadian exploration companies are already
active in ‘Australia.- Thelr ongoing activities
should provide good opportunities ' for Canadian
suppliers. Some of the equipment for which demand
is expected includes:

Communications equipment and services; compressors;
connectors; corrosion control equipment; diving
equipment and services; drilling equipment and
tools; drilling services; engineering and technical
services; geophysical equipment . and services;
instrumentation systems - electrical and hydraulic;
measurement Iinstruments; navigational dinstruments;
nolise control equipment; oceanographic equipment;
0il spill and pollution control equipment; oilwell
completion, drilling, production and instrumentation

equipment; pipeline equipment; pressure-valve pumps;

pressure vessels; repair, maintenance and inspection
services; ships, boats and -vessels; and subsea
equipment.

Pipeline:

There- are currently five major gas and three major’

crude oil pipelines in Australia. In addition, many
small-diameter ‘petroleum product lines are in use,
some dating back to before 1955. With present
projects: and plans for  numerous small-diameter,
relatively short-distance pipelines, the capacity of
the local. construction industry will be strained
during the next several years. Two major . larger—
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diameter pipelines, one gas and one 1liquid, will

also require support from abroad. Australian

industry currently supplies only limited ranges of .

pipe and associated equipment. The -Japanese.- have
tended to dominate the pipe market with packages of
attractive financing and shipping. While there is
some potential for engineering services that would
necessarily complement local capabilities, greater
opportunities for Canadian firms would appear to lie
with pipe, ancillary pipeline equipment and pipeline

Existing gas lines include: 1300 km of 34~inch main ‘
~ trunk pipe and 20-to-22-inch main laterals; 173 knm

of 30-inch pipe; 778 km of 22-inch pipe; 432 km of
l4~inch pipe; 456 km of 12-3/4-inch pipe; and. 435 km
of 10-3/4-inch pipe. Two of the three major crude
lines are owned by major producers (ESSO/Broken Hill
Pty. and - Shell-Mobil-ESS0), both located. in
Victoria. The third is a 186 km, 10-3/4-inch line
from Moonie to-Brisbane, Queensland.

Among the major pipeline projects that are being

planned is an $841 million gas line to take gas 1560 .
kilometers (967 -miles) south from the North West

Shell Project (Dampier), to Perth and Wagerup in

Western Australia. The State Energy Commission of

Western Australia (SECWA) will own and operate the
line. Based on studies conducted by Fluor-Maunsell,

suppliers have been asked to preregister: interest

for: 660 mm (26") line pipe (API 5LX) DSAW; 508 mm
(20") 1line pipe (API 5LX) DSAW; ancillary pipe
(compressor stations)  API 5L (Grade B Seamless);
line-pipe coating - . material - and application

(external); mainline valves and ancillary valves, .
including operators (to API sgpecifications); pipe

fittings; scrapers, scraper traps and closures; gas
compression .equipment; auxiliary power supply; :and
construction of . pipeline, bases and compressor
stations. . :

A second pipeline project for Moomba-Stoney Point,
South Australia, calls for a $160-$213 million,

659 km (409 miles) liquids line to be built by the
Pipelines Authority of South Australia for Cooper ..

Basin producers. Bechtel Pacific, .together with
Kinnaird Hill de Rohan and. Young, are project
managers. Completion is set for December 1982.
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Australian pipe manufacturers include -Steelmains,"

Tubemakers -and Humes. Their capabilities are
limited, however, to welded pipes less -‘than 30
inches in diameter. No Australian firm is- able at
present to produce seamless pipe in any size. For

the past five years virtually all pipe requirements

that could not be met within Australia have been
supplied from Japan. : .

Valves may  be purchased from distributors of
pipeline supplies, or directly on contract from the
manufacturer, depending on sizes required.  Reduced-
bore, metal-to-metal seated valves are the most

readily available valves from Australian sources.:
As well, there is one Australian firm that manufac-—

tures -full-bore mainline, soft-seated valves. It is
estimated ‘nonetheless that 60 to 70 .per cent of
Australia's total valve market is currently supplied
from imports.

Currently, Australian firms can supply only small
(12-18") pipeline fittings. Those that must be
imported include 1large-inch tee's, forged bends,
cups and dome ends, reducers, reducing tees, pig
trap closures, and pigs. Most are now coming from
the U.S. Except in the unusually large projects,
firms requiring those fittings seldom procure
directly from overseas. Domestically produced

hot—pooled bends or formed pipe provide a substitute-

- for some imported fittings.

The Canadian Industry

The Canadian oil and gas equipment sector produces a wide
range of machinery and equipment for oil and gas
exploration and development and also performs related
service activities such as geophysical evaluation, seismic

"studies and contract drilling. Specific areas where

Canada is acknowledged as a strong equipment supplier
include exploration, drilling, 1leasehold facilities,
dehydration, secondary recovery, gas turbines,
compressors, sour—gas gathering and treatment, tarsands
technology, and pipelines and related compression and
pumping equipment. In the specialized offshore oil and
gas equipment market, Canada has developed a recognized
capability in keeping with its own maritime exploration
and development activity. Equipment used in offshore
applications such as drillships, = subsea production
systems, subsea surveying systems, and manned and remotely
controlled submersibles, are currently marketed
internationally.
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The oil and gas equipment sector, composed of some 200
companies - predominantly . located in Alberta, provides
employment for about 8,000 persons.. About . 50 of the 200
companies depend on ocean industries for most of their

.revenue, while the remainder direct most of their
" attention toward .. traditional land-based activity.
Although those companies can offer a. broad range of
_-equipment and services (so much so that imports by Canada
- have been reduced substantially in recent : years), thedir

volume of business 1s relatively small in world terms,

their financial base is weak, and ‘their profitability

fluctuates widely. . Annual shipments -exceed $500 million,
of which about $50 million are exported

A second group of Canadian companies. is believed to ‘have
the capability of supplying equipment to the oil and gas
sector, particularly in marine applications. They - are

‘expected to involve themselves in such areas as metal

fabrication, helicopter operations, catering and warehouse
services, and drilling materials supplies only when the
Canadian domestic market reaches the late exploration or

~ the production phase. A large number of the companies are

located in Atlantic Canada.

In the Canadian sector as a whole, there is at present a
limited but growing group of companies with an ongoing
export business and  representation in Australia. Of the
multinational subsidiaries operating in Canada, some have
export mandates and could . therefore be encouraged to
investigate the ‘Australian market.. Many smaller Canadian
firms could, with sustained . and co—~ordinated export
marketing assistance, also maintain an ongoing marketing
program aimed at that market.

Recent Canadian Marketing Activity

More than 25 Canadian oil and gas exploration firms are -
active or actively interested in. Australia. As welly
Canadian . equipment - manufacturers  have carried on-
. independent  marketing activities- .directed to the
‘Australian oil and gas and pipeline industries. -Within
the last 12 months in particular, a substantial number of

Canadian oil and gas producers—exporters have successfully
established themselves in the Australian market.  There is
every indication that this trend will continue since there
has also been a marked increase in the level of  interest

shown by Canadian firms - not. previously active ..in .
‘Australia. Although further market.development activities .
will ‘be needed, it .is evident that the Australians are
becoming more familiar with Canadian equipment - and

services.
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Government involvement in Canadian ‘marketing activity has
also been substantial. . In the recent past,  several
Australian oil company officials have visited Canada as
guests of the Department of Industry, Trade and. Commerce
and the Alberta ~government. The Western Australian
delegatlion to the Offshore Technology Conference in
Houston, headed by the Australian minister of Industrial
Development and Commerce, subsequently- visited Canada as
the guests of Industry, Trade and Commerce and. the

A government of Alberta.

In March 1980, the Canadian Government sponsored CANOTEC,
an oil and gas symposium, in Melbourne, Perth and Surfers
Paradise. The purpose of the seminars was to make the
Augtralians more aware L of the breadth of Canadian
expertise and, through ensuing discussions, to identify

more clearly the opportunities for Camadian involvement in

the large oil and gas projects. Ten Canadian companies,
representing varlious facets of the . industry (from
exploration through to. processing and - financing),
presented technical papers to officials. of the Australian
petroleum industry and . representatives -of financial,
government and educational. organizations. Ontario and
Alberta provincial missions later attended the AIEE/AIPEX
Shows and Conferences in Sydney. : .

In September 1980, the Honorable Horst' Schmid, - Alberta
Minister of Economic Development, visited Australia to
stress areas where Alberta firms could be more active in
offering oll and gas equipment and services to Australia.
The visit created the impetus for an Alberta government
0oil and gas pipeline equipment and services mission to
Perth and Adelaide in March 1981. Also in March, a group
of five Canadlian companies visited Melbourne and Perth as
part of an ocean industries technical trade mission. They
were particularly interested .in development plans for
offshore o0il and gas reserves. In April 1981, more than

80 Canadians or Australians representing Canadian firms

attended. the 2lst conference of the Australian Petroleum
Exploration Association (APEA), an important . annual event
in the Australian oil and gas industry.

Canadian. Success Stories

Among Canadian companies that are engaged in exploration
in- Australia, Hudbay 011 and Gas .and Canada North West
Land are both operating in the areas of the North West
Shelf and the. Exmouth Plateau. Hudbay 011 is acting as

operator for a partnership with- the Victorian Gas and Fuel
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Corporation and Beach Petroleum in the Otway -Basin.  Argus.
Resources, through its_ Australian . subsidiary . Sion
Resources, is exploring in.the Arafura Sea.

Tri-Ocean Engineering, of Calgary, well known for its
marine capabilities, was selected for the design of the
North Rankin "A" production modules on. a subcontract to
Worley Engineering. - Also, -Guildline Instruments; of

‘Smiths Falls, Ontario, working -through a local agent, has:

been supplying . the Australian market for several years.
The volume -attained is the result of perseverance ' and
dedication to -the market,  the firm having made regular
visits - to Australia in support- of its agent. . With
continued effort, it is likely that -Guildline's success
will increase. Other companies, such as Stream-flo and
Porta-test,  -are also successfully penetrating the:
Australian market with the assistance of 1oca1 represen—
tatives. : :

Market-Considerations

Because Western Australia, where most of the country 's.0il
and gas projects are located, is geographically isolated
from . the . country's industrialized céntres, many of the
competitive advantages normally accruing to domestic
producers because of market proximity are weaker in this

~sector. Relative distance still puts Canadian suppliers
at a disadvantage, however, -since the proximity to

Australia of such competitors as Japan, Singapore, and
Korea constitutes a . significant - cost advantage,
particularly for the larger and more expensive pieces of

“equipment used in .marine activities which are normally

built. by shipbuilding companies. . In addition. to this
distance factor, the Japanese are also able to reduce
shipping costs by placing freight on otherwise empty bulk
ore carriers for the back—haul routes between Japan and
Australia.\

A significant barrier to entry for new Canadian expOrters

:is posed by the sourcing behavior of buyers in Australia.
‘Australians tend to- be inward-looking and prefer to buy -

from local companies whenever they can.. International
operators and the subsidiaries of multinational corpora-
tions, when they . are not encouraged to secure their
supplies domestically to meet local-content targets,
usually rely on their established supply networks over-
seas. Those problems are compounded for the prospective
Canadian supplier by the general lack of. awareness in
Australia of Canadian capabilities. ‘To some extent,
however, the relative lack of exposure given to Canadian
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companies and products 1s offset by. local knowledge of
Canadian equipment in use elsewhere Iin the world. - As

“.well, the many Canadlians employed in Australia's oil and.

gas sector would be expected to know Canadian capabilities
and competitive strengths.

Clearly, Canadian companies will need to establish a
visible presence in Australia In order to sell there.
. Facilities would need to be established to provide buyers
with after-sales service and technical support, since
those are key factors In selling to the Australian oill and
gas Industry. Furthermore, it 1s vitally Important that
potential suppliers be prepared to establish long-term
commitments to the Australian market. For the equipment
buyers, significant cost savings are possible when supply
is secured from a single firm for a broad range of related
operations. Assured delivery times and quality control
are also improved through product standardization.
-Therefore, firms seeking to enter this market with the
intention of supplying on the basis of single contracts
are not likely to be successful.

Several joint ventures have been contracted between
Australian manufacturers and overseas companles, serving
to provide Australians with access to overseas technology.
The . joint ventures also serve to provide the foreign

. supplier with both a base of operatlons in Australia and a
means of meeting the local content preferences of buyers.

For example, Johns Perry, Ltd., of Australia, and UIE of
France, have teamed up to fabricate the process and
production modules for the North Rankin "A" platform on
the North West Shelf. In another North West Shelf
assignment, . the Geraldton Building Co.; of Western
Australia, and the Chicago Bridge & Rod Co. are combining
to bulld the two accommodation modules and the helideck.

It is important for exporters to Australia to bear in mind
the increasing significance of standards and regulations
as market considerations in that country. . Product stan-
dards are generally based on U.S. (API) or international
codes.’ Local standards and regulations exist in the
electricity and safety areas. Electrical wiring on
products 1s usually rewired to local standards after being
imported. Safety regulations are the responsibility of
each state and vary consliderably between states. Union
regulations regarding safety and comfort are increasing. .
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£f) The Competition and Competitor Activity -

g)

Although Australian capabilities are ' increasing, U.S.
technology .dominates the market. ' While most . American
companies have set up their own sales offices, there is a
growing tendency towards more extensive local manufacture
by subsidiaries that then become bases for regional
exports. ) :

Current estimated import shares for the oil and gas—fleld

'equipment are as follows:

1980-81 1983-84

1979-80 . Forecast Forecast
% - %
U.s. - 85 - 82 78 -
U.K. 5 ' 4 ' 4
Japan : 2 8 . 12 -
- West Germany , 1 o 2 .2
Other 7 4 4
Total © 100 © 1000 1100
Source: Price Waterhouse Associates: 'ﬁA Report on the
: Market in Australia for 0il and Gas Field

Equipment."

Japanese companies are expected to increase their
penetration of. the market, especially for steel-related
products such as platform jackets, well casings and other
‘tubular products. Their share would increase even further
if pipe requirements for the Dampier-Perth Pipeline are
included. U.S., Japanese, British, French, Italian and
German firms .all maintain active marketing programs,

- occasionally supported, as in the case of Britain, by

government—sponsored participation in fairs and missions.

The Actien Plen

- Of primary impoftence to increased Canadian penetration of

the Australian market for oil, gas ‘and pipeline equipment

~and services, is an active program to bring Canadian capa-—

bilities to the attention of procurement managers involved
in Australian projects. In certain.cases, penetration may
require direct liaison or contact with the head offices of
some of the larger multinational players (e.g., Exxon and
Shell for development ..and production, and. Fluor and

. Bechtel on the pipeline project side).

- Marketing initiatives for oil and gas -equipment should

reflect strengths in Canadian supply capabilities in such
areas as drilling, sour—gas processing and pipelines.
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Lfforts should be concentrated in areas where Australian.

supply capabilities are limited. 1In addition, discussions
with third-country - interests - concerning possible
co-operation 1in Australian resource-based Mega projects
should be considered.

Canadian firms must publicize theilr products aggressively
in Australia. Without question, local representation will
. be necessary if.sales are to ensue. . Many well-qualified
firms are available that can initiate contact. The

Department of Industry, Trade and Commerce can help

Canadian companies identify those firms. . Tt is usually
advisable that- firms chosen as representatives in
Australia have offices or branches in most, if not all, of
the primary operating centres of the oil and gas - industry
80 as to ensure maximum territorial coverage..

Consistent with those objectives and necessary approaches
to the market, .the following action plan has been
developed:

i) A wmarket information program will be undertaken
consisting of the material availlable from the Price
Waterhouse Associates Report on 0il and Gas Field

Equipment. A survey of Australian equipment
requirements for the geological, geophysical, and
seismic exploration sector will be included, as well
as a detailed report on requirements for the various
pipeline projects. A study of Australian require-
ments- for subsea exploration and development will
also be prepared. Related information will be made

avallable concerning specific opportunities, market.
studies and situations = reports, as -appropriate. .

Specialists will be sent to Australia, - when

required, to help identify opportunities = for-

- Canadian exporters.

i1) A detailed report on Australian current and future:
capabilities in this .sector will be undertaken, .

identifying local firms with whom Canadian companies
could .establish ties for technology transfers,
joint-venture manufacturing, local assembly, and so
on.

1i1) _A Canadian presence will be included at the
: Petroleum Technology Australia '81 Show, in Perth,

in November. The province of Alberta. will also have

an exhibit. Further trade missions will be
considered when appropriate. , s
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Publicity will be arranged in Australian . trade

journals and association publications and distri-
bution will be arranged for “catalogues of Canadian
capabilities" that will be prepared as.a means of

countering Australian reliance on U.S. publications :
“for information on equipment manufacturers. :

The posting to- Australia of an officer with

expertise - in the _Canadian = petroleum industry"

(onshore and offshore) ' is being considered. The
officer would be given a clear mandate to . promote
exportation of Canadian o0il and gas equipment to
Australia. - The assignment 'should catalyze joint-

venture contracting between Canadian and: Australian-

firms.

A Post will be designated to  co—ordinate  Canadian-

0il and gas equipment and services export activities
with multinational corporations for projects and
ongoing requirements in  all parts- of the world.
Houston is the world's most important technology and
procurement centre for the oil and gas industry.
London (BP/Shell), The Netherlands (Shell), Los

Angeles (Fluor) and San Francisco (Bechtel) are also

major centres.

Support will be given the presentation of papers and

talks at meetings of the various Australian. . trade
associations. The financial community,-oil and gas

industry, equipment and -service sectors should be:

included, as well as the various regulatory bodles

" active in the Canadian oil-patch scene.

Trading houses willAbe encouraged .to become involved
in the Australian market. Export consortia will -be
developed where possible. ’ o :

An inventory of major projects in Australia will be”

prepared ‘and updated regularly.
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2. Heavy Electrical Equipment

a)

The Opportunity

The worldwide rush to replace oll-generated  energy has
focused attention on Australia's huge  coal resources.
Australia is using its coal as the basis for a massive
expansion of its generating capacity -at relatively Ilow

_cost (as little as 1.8 cents per kW hour). The need

arises from:

1) the growth in consumer demand, which is averaging .

6 per cent per year; and

i1) - the. demand for relatively cheap electricity by
energy - intensive iIndustries . . (such- as aluminum
smelters).

Current electric power development is taking:place to an
unprecedented extent, with the main activity in eastern

Australia. Over the next 10 years, New South Wales will:

be investing $8.6 billion, Queensland $7.3 billion, and

Victoria $6.7 billion. Queensland's generating capacity-

will rise from 3,000 mW to 8,000 mW by 1990, while
Victoria's will increase from 5,210 mW to 9,280 mW in the
same period.

Concurrently there 1is a tremendous requirement for new
transmission 1lines, auxiliary switching equipment ' and
heavy electrical equipment. New South Wales plans 200 km
(124 miles) of 500 kV and 650 km (404 miles) of 330 kV
transmission line by 1984. Victoria plans 538 km (334
miles) of 500 kV 1line by 1984, and Western Australia 1is
examining a 1,600. km (994 miles) high voltage D.C. ‘line
from Perth to the Pilbara. On the user side, two new
aluminum smelters are planned for the Hunter Valley
N.S.W.; ‘the Alcan smelter in N.S.W. is being doubled in
capacity; the Alcoa smelter 1in Portland, Victoria is

under way, and Alcan is planning a new smelter for

Queensland. There is also significant activity in the
development of mines, both open pit and ' underground, in
Queensland, N.S.W. and Western Australia and, to a lesser
extent, in South Australia. Open-pit mines require large
amounts of energy for their drag lines, while underground

mines need large amounts of electricity to operate their
mine winders.

The tremendous growth in electric power generation will
also affect design constructlon consultants. Engineers of
all disciplines are in short supply. - The power utilities
that generally design and manage their power stations can—
not expand their capabilities.’ For the first time, N.S.W.

BN BN BN bE N aE e
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~and Queensland .are looking to other ' countries for-. .

consultants .who can design and manage power station
developments.

The market . for ‘electrical generation and transmission.
equipment was valued at $143 million in 1980. That figure

excludes large items such as turbogenerators or boilers -

that are items of the one-off type. Of this total market,
local production accounts for $21 million while imports
account- for $124 million. Estimated real market growth is.~
10 per cent per annum until 1986

The Canadian Industry

The heavy electrical equipment manufacturing industryuis
composed of manufacturers of two types of. products:

material, and equipment’ that serves to generate, transmit . ..

or distribute electricity (e.gey generators, batteries,
transformers, wire and cable); -and products ‘that require
electricity (e g., 1industrial equipment, motors).  :Indus-

_ trial activity in terms of employment and value of ship-

ments 1is about evenly -divided between two categories.
Since conditions in the two groups are different, in this. .
paper we subdivide the sector on- the basis of those firms

producing limited numbers of large, customized pieces of

equipment and those producing high volumes of a relatively

standardized product. Producers of customized wares:. are.

using a strong domestic technology base to produce goods |
that compete in domestic and foreign markets. It is .
largely due to those firms that the sector has such .a
thriving export business. 1In recent years, exports have
remained steady at about 10 per cent of domestic output -
a level that exceeds both the American and the ‘Japanese.
The firms manufacturing mass-produced goods. supply mainly
the domestic market. The small size of -the Canadian

market, coupled with somewhat fragmented . production,’ has
restricted the industry's ability to dimprove its

competitive position . through .increasing . scale  “and -

specialization.” As a result, some of those firms are
vulnerable to .export competition from larger- foreign
producers who Dbenefit -~ from lower production - costs.
Efforts have now begun in some of  those companies to
achieve . exports through establishment of world  udarket
mandates. ’ ' ' ‘

There are more than 200 firms .in. the -Canadian heavy:
electrical ‘equipment industry, employing about 30,000
people.. Production is highly concentrated, however, with
seven firms accounting for 40 per -cent of -sales. The
industry is also regionally concentrated, with.90 per. cent -

\
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of its activity located in Ontario and Qdebec, although
there are significant producers in all provinces except
Prince Edward Island. The industry is considered a high-
technology sector.

Recent Canadian Marketing Activity

In general, Canadian companies have not been-active on an

. ongolng basis in the Australian market. Several companies

have bid on specific contracts nonetheless. . Combustion
Engineering of Canada, in conjunction with International
Combustion Australia Limited, has designed and built six
thermal boilers in N.S.W. In addition, Trench Electric

has sold transmission line equipment to both the N.S.W.
- and Victorian systems.

As a result of the purchase :«of Combustion Engineering
boilers, the N.S.W. Electricity Commission has established
contacts with the Ontario Hydro—-Electric Commission, which
uses similarly designed boilers. Although contact has
been limited thus far to exchange of technical infor-
mation, there may be opportunities in the future for. more
structured and long—term exchanges of personnel. The
State Electricity Commission of Victoria also has informal
links with the Ontario Hydro—-Electric Commission.

Canadian Success Stories

Cumbustion Engineering of Canada has succeeded in supply-
ing coal-fired boilers to the Electric Commission of
N.S:W. Four 250 mW boilers for the Liddell Power Station
and two 660 nW- boilers for the Vales Point Power Statiom
were supplied 1in a joint venture with International
Combustion Australia Limited. The actual equipment
supplied from Canada included the coal pulverizers as well
as the headers and burners. In addition, all design work
was- done in Canada. The total Canadian content was
approximately 20 per cent of the value of the contract.
Combustion Engineering .is working with the Electric
Commission and is expected to bid on the upcoming
2 x 660 mW station that is as yet unnamed.

Trench Electric has benefited from the increased activity
in the construction of transmission lines and sub-
stations.  The company has successfully sold reactors,
line traps and capacitor voltage transformers to the
N.S.W., Victoria and Queensland electricity commissions.

Sales 1in the year ending June 1981 will reach $2.0

million. The company is the first to supply Australia
with 500 kV line traps' and capacitor voltage transformers
(cvt). The company's success is due to its reputation for
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quality and - its marketing network, which is provided
through an Australian agent, Kendall Knight Pty., which
closely monitors the‘market and obtains quotes from Trench

. on an individual contract basis. The company is also

available to answer client questions and solve problems.

Market Considerations

The main impediment to successful marketing of heavy elec— .
trical equipment is the need  for local representation.
Sales and design capability are - important where large
components are concerned, since items are often integral
to a much larger equipment package and design specifi-
cations have to be worked out and co-ordinated with other.
equipment to be. used. As well, since certain types of
equipment are requested in packaged tenders, the Canadian
supplier should be in constant liaison to ensure that his
equipment is included. o , -

Tariffs of up to'30vper cent are épplicable on items that
are or can be manufactured in Australia. A sample of .
rates includes: - circuit breakers, 15 per. cent preferen-

tial; line traps,,30 per cent general reactor coils, 25

per cent general.

The Competition and Competitor Act1v1§y

The major competitors are Japanese companies that have won
all major turbogenerator, boiler, large motor and trans-
former. or rectiformer  tenders in the 1last few years.
Purchasers consider Japanese equipment to be attractively
priced. with ' excellent financing and ' delivery terms,

. conservatively designed and constructed, and exceptionally

reliable.. Through large Japanese trading houses such as
Mitsui and C. Itoh, excellent sales and service .backup is
available.. No major Japanese-equipped power stations are .
yet in service, however, since their operational
performance remains unproved. \

The U.S., Germany, Sweden, Switzerland and Britain, but to
a lesser extent .in recent years, are also active in the
market. Canadian equipment is generally competitlve with.

© equipment from those countries.

The Action»Plan

The following action plan is proposed both .to ensure that
Canadian companies. are aware of the. opportunities that

- exist in Australia, . -and to enable them . to establish

competent representat10n:¢
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A mission of key Canadian equipment suppliers will
visit Australia in October 1981. The itinerary
will include the major .utilities, mining companies
and aluminum smelters .in Queensland, .New South
Wales, Victoria and Western Australia.. The mission
would . consist of manufacturers  of step—up - and
gtep~down transformers, transmission equipment,
rectiformers, large motors for water pumps and

~ fans,  mine winders, ~and power station and
‘transmission control systems;

Canadian electrical engineers will be seconded to -

Australian electrical. wutilities to establish
Canadian expertise. and techniques 1in Australia.
The .main areas of interest will be in the design of
power stations and high voltage transmission lines,

and project management. Utilities in N.S.W. and -
Queensland have been approached and are anxious to

pursue this proposal;

Thé second stage of the Price Waterhouse study of

the market for heavy industrial electrical equip-.-
ment will be completed. It will provide a detailed .-
.analysis of the market and 1Include 1lists of

equipment purchasers, manufacturers and - foreign
competitors. It should also indicate companies
representing foreign manufacturers of equipment
complementing Canadian equipment and - identify
possible joint venture or licensing partners;

Australian  journalists. specializing in power
generation and transmission matters will be invited
to Canada. - Their reports will provide Australian
buyers with information on the latest developments
in Canadaj;

Project profiles (similar to the attached power
statlon project 1list) will be produced quarterly.

Their purpose will be:.to dIntroduce Canadian

manufacturers to the Australian market;

Senior engineers from State Utilities will meet .
with  Canadian counterparts and equipment . -

manufacturers early in 1982 to .discuss in~house
design and project management;

Power equipment seminars will be held in Australia
in the fall of 1982.
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.POWER STATION PROJECT LIST

" COMPLETION

STATION . TYPE SIZE STATUS DATE
N.S.W.
WALLERAWANG Thermal/Coal | 1 x 500mW | Under construction 1981
ERARING Thermal/Coal | 4 x 660mW Under constfu¢tion - 1983-84
- BAYSWATER . Thermal/Coal | 4 x 660mW- .Boiler—-generator contracts- - 1985-86
. | Let - IHI/MITSUI . ' ‘
MT. PIPER Thermal/cbal_"2'x'660mW: ‘Boller-generator’ contracts- ‘1987 - -
’ ‘ ‘ ‘Let - IHI/MITSUL. - :
Un—named Thermal/Coal | 2 x 660mW  Planned. Boiler contfaétél 1989
. ' ' : o to be let January 1982
QUEENSLAND
GLADSTONE Thermal/Coal . 2.x‘275mW Under construction. 1981-82" . |-
WIVENHOE ‘Pumped - ?, 2 x 250mW | Under construction - 1983 .
» Storage/Hydro | ' " " B -
. TARONG wThérmal/Coa1> 4 x 350mW Boiler—generator contfactsA 1985
o . ) Let - C. ITOH/HITACHI -
CALLIDE Thermal/Coal - 2 x 350mW ..Boiler—generator'contraéts;» _1986 .
Let - C. ITOH/HITACHI ~
BILOELA - ‘ o ( ,
Central Thermal/Coal | .4 x 350mW | Planned 1987 .
Queensland : o : ‘
Un—named - Thermai/Coai - 4-6x350mW | -Planned - 1988
'BURDEKIN . Hydro - - 500mW Feasibility study N.A.
NORTHERN TERRITORY |
"ORD RIVER. Hydro 2 x 30mW | Planned. 11988 .-

(Joint project with Western Australia. . Site-is.actually-ih.WesternyAustraiia)u;
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: COMPLETION
STATION ) TYPE SIZE , -STATUS DATE

VICTORIA

YALLOURN W—3&4 Thermal/Coal | 2 x 375mW ! Under construction 1981-82

DARTMOUTH . Hydro . - 1 1 x 150mW { Under construction ' 1981

NEWPORT D .. - | Gas - © )} 1 x.500mW | Operating trials . - - 1981

LOY YANG A : Thermal/Coal | 4 x 500mW | Boiler—generator contracts | 1984-87

' let :

LOY YANG B ‘| Thermal/Coal |' 4 x 500mW | Specifications issued 1988-91

DRIFFIELD Thermal/Coal | 4 x 500mW | Tenders to be called,81-82 1992-95
SOUTH AUSTRALIA

TORRENS ISLAND Thermal/Gas— | 2 x 200mW | Under construction S 1981

3 and 4 0il '

NORTHERN POWER Thermal/Coal | 2° x 250mW | Boiler—generator contracts 1984-85

STATION - let

- LOW-GRADE COAL - Investigating feasibility of building plants to burn High Sulphur,
PROJECT High Moisture, High Ash Coal. Coal samples sent to Germany for
‘ test burning ) :

WESTERN AUSTRALIA

BUNBURY C Thermal/Coal | 2 x 350mW | Preregistration of _ 1984-85
- and interest, turnkey project
optional 2

.~ ORD RIVER —~ (See NORTHERN TERRITORY)'

REMOTE AREAS - - Investigating small generators (less than 1 mW) of various power

sources

TASMANTA

PIEMAN RIVER Hydro 2 x 112mW | Turbine generatorrtehders 1986

: let, Fuji ‘
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3. Telecommunications

a) The Opportunity

.Although-Canadian sales of communicétidns equipmenf and

related services to Australia have been modest in the
past, opportunities for exports do exist in areas such as
telecommunications. equipment for Telecom Australia, the
Australian Broadcast Commission, -and- the Overseas

. Telecommunications Commission; satellite communications
equipment and consultant services for Australia's first.
satellite, to be -launc¢hed ‘in 1985; Telidon hardware and.
services for private enterprise and, possibly, statutory -

corporations as Australia  begins to implement videotex

systems; telex multiplex equipment; and: other communi-.-
- cations equipment and services. o

The -Australian Telecommunications Commiésion, _known -.as

Telecom Australia, reports to Parliament through the

minister of communications. ' It has exclusive control over
provision of phone .services; telex, data and telegram.

services; and relay facilities for radio and television

. broadcasting. With revenues of $3.0 billion, and profits

of $280 million in fiscal 1979-80,. the corporation also
acquired $1.3 billion of fixed assets during that period.
Of this amount, -$1,130 million was spent on telecommuni-

cations equipment, including $293 million on telephones.

and related subscriber instruments, '$255 million 'on
exchange equipment, $22.4 million on. data equipment, $21.1
million on teleprinters, and $4 million on modems.,
Telecom has historically placed 90 per cent of its asset
purchases -~ with local . companies, which 1include the

subsidiaries of many well-regarded  multinational
.corporations such .as. Philips, ITT,;Plessey,'Siemens and -

L.M. Ericsson.

In April 1981, the. Austfalian government announced ‘in
Parliament that a major review .-of Telecom would - be

undertaken. to determine to what extent - its telecommuni- .

cations activities should be transferred . to private
corporations. . The review, expected to last from 12 to 18

‘months, results. from pressure on: the government . from.

private-sector corporations anxious to break Teleconm's

.monopoly. The results of the review,  and subsequent

government action, .may improve opportunities. for new .non-—

traditional suppliers, among -them  Canadians. “It is:
~ recommended, .therefore, that Canadian equipment manufac-—
turers and consultants closely follow developments and
.strive to identify the firms that may emerge as private

enterprise suppliers of telecommunications services.
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Another development should interest Canadian firmg.  Until-

recently, - Telecom Australia controlled interconnect
equipment standards as well as the pre-qualification of
equipment. Control over interconnect -standards has now
been transferred to an independent body. Should the. new
agency's approach differ from Telecom's, new consideration
might be given Canadian-made equipment. :

DomestiC'satellite communications 1is the second area of

. opportunity for Canadian companizs, especially because, in

b)

its mnature and scope, Canada's system is quite similar to
that envisaged for Australia. In 1979, the Australian
government announced its decision to implement a domestic
communications satellite system (DOMSAT) at a cost then
estimated at $277 million. In September 1980, the
Overseas -Telecommunications Commission was designated as
interim authority for the system. - Canadian firms have
already submitted bids for equipment ranging from major
city earth stations to rebroadcast stations and from
telephone terminals and direct—to-home broadcast terminals
to portions of the spacecraft itself and the satellite
tracking, . telemetry, control and monitoring equipment.
The companies 1in question have 'been assisted ' by the
Canadian government over the past 30 months.

An  opportunity to. sell Telidon videotex equipment and
services is also emerging in Australia. Early. indications
suggest that Australian retail companies, after investi-
gating the relative merits of competing technologies in
this field, have been favorably impressed with Teledon-

The Canadian Industry

Responding to the needs of an affluent society and a vast.

and territorially rugged country, Canadian telecommunica-
tions companies have made Canada virtually self-sufficient

in' telecommunications. In the. process, Canada = has

achieved a worldwide reputation in advanced telecommuni-
cations and 1is now recognized as a leader in communi-
cations technology. In the following areas in particular,
Canadian technology is well suited to Australia's need for
sophisticated and dependable systems.

In 1978, Canada's Department of Communications (DOC).
- announced the development of an advanced videotex terminal
-called Telidon, capable of producing images with a much

higher resolution than currently avallable equipment.
Superiority is also exhibited in flexibility and compati-
bility of data bases with different terminals and having a
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idesigned capacity for future expansion. In .early 1979,
Bell Canada initiated a pilot, trial videotex system known

as Vista, which used the public telephone -network to

‘transmit graphic and textual information stored in data

banks. Subsequently other Canadian firms, notably Norpak,
have taken wup the Telidon technology ~ and are - now
manufacturing a range of Telidon hardware and equipment.
Northern Telecom is also cons1dering current . market
opportunities and could enter some ' speclalized areas of

. the Telidon field.: Canadian Telidon hardware and
‘Information services .companies are finding early accep—

tance in Australian and other export markets.

As with other' videotex . systems, Telidon consists of . a

slightly modified television set or display monitor, an
interface decoder device, a telecommunications system. and
a central computer. Since Telidon ‘has a microcomputer -in
all its terminals, it can fully exploilt recent advances in
computer graphics and telecom data technologies, so that
it 15 uniquely fitted to convert the television set dinto
an information tool._ .

Fibre-optics technology has been: utilized in communica-
tions systems in Canada since 1976. In the field of

subscriber loop plant, Bell Canada conducted a trial with

36 homes in Toronto, to demonstrate the practicability of
simultaneous transmission of - telephony, data, and
television in urban. loop facilitles wunder working
conditions. In the rural environment, an extensive field
trial is being co-sponsored by the Canadian Telecommuni-

cations Carriers Association (CTCA) and DOC with the -

co-operation of the Manitoba Telephone System, Bell

'Canada, and Alberta Government Telephone, all members of -

the Trans—Canada Telephone System. Some 150 households
will be connected in the small community of Elie,
Manitoba, making the trial the first for multi-use. tests
of fibre-optic systems in a ‘rural community. Industry

‘capaclty is being further augmented by a manufacturing .

facility for fibre-optic cable and terminal equipment

being established this year by Northern Telecom in

Saskatoon.

Other fibre-obtic field trials and experiments are under
way in Canada involving industry, govermments and numerous -

carriers, of which Bell, AGT,. B.C. Telephone and Manitoba
Telephone provide consulting services. Alberta Government

" Telephone, for example, has already begun installing a

fibre-optic network that will carry some 30,000 voice

clrcuits over 50 kilometres (31 miles). When - in

operation, it will be one of the largest high capability
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fibre-optic 1links in the world, and will have .a life

expectancy of 30 years. A similar program being under—

taken by Saskatchewan Telephone will provide about 32,000
kilomeires (19,884 miles) of fibre—optic communications.

Canada 1s dlso self sufficlent in terrestrial microwave
telecommunications. Currently, three major microwave net-
works use various interconnecting spur microwave links
across Canada. Two of them are operated by TCTS at. 4 GHZ

and one is operated by CNCP Telecommunications at 6 GHZ.

The total system also includes more than 100 satellite
. earth stations that play a cruclal role in joining many
communities throughout the country. In 1980, an addi-
tional (8 GHZ) digital radio system was incorporated to
overbuild on the existing Trans—Canada Telephone System's
4 GHZ analogue system between Toronto and Calgary. -

With the launching of the ANIK A series of satellites. in
1972, Canada established the world's first geostationary
domestic satellite communications system. . Three of the
satellites have provided communication services to
10 million km? (3.9 million  square miles) in. Canada.
Since 1972, a second, third and fourth series of
satellites have either been built or are under development
in collaboration with U.S. and European industry. Most of
the world's commercial communication satellites carry some
form of Canadian mechanical and electronic subsystems. In
co-operation with NASA, Canada has developed the Remote
Manipulation System for the space shuttle program. Spar
Aerospace Ltd. is the prime Canadian contractor for satel-
lite and other space systems.

Canada acquired its own national digital data networks in
1973, when DATROUTE was introduced into the Trans—Canada
Telephone System (TCTS). Introduction of the Infoswitch
and Datapac packet followed in 1977. They in turn linked
into U.S. systems and should, in time, form part of an
integrated network for voice, data and visual transmission
services across Canada and into the United States. Today,
Canadian manufacturers and. system companies.are -designing

and developing  exceptionally sophisticated information .

processing services. -~ Northern Telecom and AEL Microtel
offer a wide range of products for such applications.
Earth station suppliers also include Spar Aerospace, SED
Systems, and Raytheon Canada.
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Many high frequency (HF, VHF and UHF) mobile radio systems
are manufactured in Canada and provide an ever—increasing
number of commercial and public services. The systems

- involve mobile stations, base stations and portables.

Demand is growing for mobile radio telephone systems that
interface into telephone networks providing access from
coast—-to—coast. In the Prairies, Alberta Government
Telephone operates the world's largest integrated mobile
radio telephone service, consisting of 24,000 mobile units
hooked up to some 400 base stationms. Further the private
sector in Alberta has more than 30,000 mobile units in
service. Canadian suppliers of - those systems include
Motorola Canada, WR Communications, "Spilsbury & Tyndall;
and Mobile Data Incorporated. ' e T ~

. Premier telecommunications manufacturers, such as Northern

Telecom and Mitel, are now looking more closely to Pacific
Rim markets for advanced digital switching products as
part of their corporate marketing plans. Both firms manu-
facture state~of-the-art PABX products that are receiving
wide acceptance on. export markets. For Northern Telecom,
the SL~1 digital switching system can be installed to -
serve up to 32 different subscribers. Another Northern
Telecom product is the SL-10 packet switching system which -
connects a distributed set of data terminals to a single
computer or helps create a single common network for a

‘multitude of computers and terminals .as part of the

DATA PAC packet network of TCTS. Also at Northern Telecom
is the DMS (digital multiplex switch) family of building .
blocks from line concentrators (DMS-1) and local office
switching up to 6,000 lines (DMS-10). to central offices
with potential up to 100,000 1lines (DMS-100); toll
switching up to 60,000 trunks (DMS-200); and 'a toll
machine specifically . tailored to meet international
gateway applications (DMS-300). '

While Mitel has not yet diversified into CO switches,
their line of PABX products, SX/10/20/100/200, has fueled
rapid export market expansion. They also manufacture a
wide range of so—called telecom products designed - to
improve the technical and operating efficiency of existing
telephone exchanges.

Recent Canadian Marketing Activity

The ‘Canadian government: -— 'particularly througheithe
departments - of . Communications "and Industry, Trade and

- Commerce — has-been directly involved in recent efforts to

demonstrate Canadian telecommunications- equipment. in

Australia. A Department of Communications mission to. .

Australia -in May 1979 held discussions: with senior
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government - officials, members of Parliament, Telecom
Australia, the Australian. Broadcasting Commission, and the
Overgeas Telecommunications Commission. Subsequently,
demonstrations of Canadian vremote. telephony and direct
broadcast satellites were held in almost 50 separate
locations in Queensland and New South Wales. Also,
several companies - 1including- Telesat Canada, Spar
Aerospace, SED Systems, Canadian Astronautics, Cantel and
Raytheon Canada ~ participated in a workshop in Canberra
to demonstrate the applicability of Canadian communi~
cations systems to Australian conditions; applications for
television and phone services 1n remote areas; Telesat
Canada's network and experience; the Hermes experiments in
tele-medicine and tele—education; fibre optics; Anik B and
C programs, and Telidon. :

Canadian Success Stories

In March 1981, Telesat Canada was -designated Phase .I.

consultant on the DOMSAT, a contract worth $500,000.

Hopes are that similar contracts, worth $4-5 million, will

be secured for the second and third phases.

With regard to Telidon, it was announced during the Video-

tex '8l conference in Toronto that Norpak and Hemton have
made sales to Consolidated Electronic Industries of
Melbourne, valued at $2 million and $1 million respec—
tively, for provision of components that will be
incorporated into a range of Telidon equipment in
Australia. As well, in nid-1980, telex Time Division
Multiplex (TDM) equipment, valued at approximately
$600,000, was sold by Interdaco to the Overseas Telecom-
munications Commission.

Market Considerations

Notwithstanding recent developments in Australian tele-
communications, - historical trade patterns between
Australia and its trading partners can be expected to

- continue to exert some influence over the near future.

For example, Australia sells approximately $4 billion to
Japan (mostly agricultural products and industrial raw
materials), and buys only $2 billion (mostly manufactured
goods) in return. Coupled with the geographical proximity
of Japan and its strength in electronics, that. factor
makes a formidable competitor in the Australian telecom—
munications market. European and some U.S. firms are also
well represented, and no doubt they too are anxious to
improve their market positions.  For them, as for

. interested Canadian firms, it 1is important to note that
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Australian content requirements make joint—venture or
licensing agreements -the accepted way of "doing. business;

if market volume or long—term supply objectives are to be. -

realized.

Since Telecom Australia occupies a monopoly position in
Australian telecommunications services, its procurement
policies have had a significant influence on the volume

- and nature of  Australia's imports of - communications
L P L

equipment. As was noted earlier, however,- that situation

E may be altered somewhat . as a result of the Australian

government's inquiry into Telecom's operatioms. Private
sector consortia in Australia have already indicated their
readiness to provide many of the services that, until now,

‘have been the exclusive preserve of Telecom. The estab-

lishment of an interim body to make interconnection
standards decisions while the inquiry is in progress might

also offer some "tangible opportunities ‘for Canadian

manufacturers.

The. Competition and Competitor Activity o

Australia counts among its telecommunications equipment
manufacturers the subsidiaries. of .such internationally
recognized companles as Philips, Standard Telephone and

- .Cables, Plessey, Siemens and:L.M. Ericsson, as well as a

homegrown firm of some standing (Amalgamated Wireless of
Australia).. Because of Telecom Australia's apparent

. preference for established companies. and the Australian

government's policies on preference for Australian goods,

.it seems advisable for serious Canadian manufacturers. to

consider - joint-venture- or licensing . .arrangements as a
means of breaking into this. Australian market.

Regarding the DOMSAT, the. competition on the 'spacecraft is
expected to come from Ford Aerospace, Satcom International
and, perhaps, Thomson—CSF. . The competition on the capital
city earth stations could come from Hughes .(together with

Amalgamated Wireless of Australia),. Nippon Electric
Company, Thomson-CSF, General Telephone and Electrics, and

Standard Telephone and Cables. The bids to the Department
of Transport .are thought to have come from Hughes (again
with Amalgamated Wireless), Nippon Electric, Thomson-CSF,
and Standard. Telephone and Cables, as well as from the
Canadian companies’ mentioned previously. TFor the Telecom

‘portion.- of DOMSAT, Ericsson with. Amalgamated Wireless,
Nippon Electrics and' Thomson—CSF may “compete against 'the
Canadians. - On .direct—to—home .broadcast - terminals, 1it.
- appears that Japanese companies .such as Nippon:Electric,

Fujitsu, and Sanyo will emerge as the major competitors. -
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The bulk of the terminals will be procured by private

individuals or firms vather than by the Australian:

government .

The Action Plan

Td be successful, Canadian marketing efforts will depénd
on- the availability of accurate and timely information
concerning developments in Australia. As well, a greater

~ avareness on the. part of Australian authorities regarding

Canada's communications capsbilities will need to  be
promoted. In addition to the mnormal intelligence
gaihering and assilstance activities of Canadian consular
posts in Australia the following .points. are specifically
proposed:

i) Potential Australian customers will continue to be
informed of the quality of avallable Canadian
equipment. TFor Canadian promotional efforts to
succeed, however, Canadian companies sghould be
prepared to seek joint-venture or licensing arrange-
ments with Australian firms so as to allow for some
production in Australia.

i1) Although the equipment bids on DOMSAT are now in,
Canadian satellite promotional activities should not
.come to a halt. Indeed, continued follow-up is
esgential. Accordingly, action will be taken to
provide Australian authorities with up-to-date
information on satellite. communications developments
in  Canada, the Canadian aerospace industry,
regulatory questions and the important subject of
government-industry co-operation.

iii) The Telidon misslon in February 1981, following on
that in August 1979, was successful in creating
interest. Appropriate follow-up should be main-
tained and consideration given to activities in
support of those firms that have not yet been
represented in Australia. Such activities would
focus on product representation and spare parts and
service back-up, over the sghort term with the
intention of encouraging co-manufacturlng over the
longer term.

.iv) Australians have. shown lively interest in Canadian
communications organizational structures, products
and services over the last few years. In ovrder to

‘maintain the momentum, it is desirable that a steady -

flow of wup-to-date information on telecommuni-
cations, - satellite "technology and Telidon be
supplied to the appropriate Australia officials.
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Forest Industries Equipment

a)

The Opportunity

The Austraiiankforestry industry is gearing itself for a
rapid growth rate in the 1980s due to the increase in
forestry reserves, particularly  softwood plantings. From

,early plantings some 70 years ago, Australia has embarked

on a sustained program of planting softwood, predominantly

. radiata pine, with a -view to.:achieving mnear self-

sufficiency in all grades of softwood products.- Softwood
grows quickly .in -Australia,.- producing ‘first - thinning

pulpwood at 13 to 15 -years and sawlogs or pulpwood on an - -

integrated basis from 19 years to final crop at ‘35 to 45
years. With approximately 700,000 hectares (1,680,000
acres) currently planted .out to pines, the program will
continue at a rate of 25,000 hectares (60,000 acres) a

~ year to reach an anticipated total area of 1.2 million

hectares by the year 2000.

The swing awvay from indigenous eucalypt (hardwood) timbers
is evidenced in the forecast that, by the end of ' this

century, production of hardwood. sawlogs or pulpwood will.
‘have fallen from 12.3 million cubic metres (435 million .
cu. ft.) to 11.2 million cubic metres (396 million cu.

ft.) per year. By comparison, total annual production of

softwood milling and processing will rise dramatically in
the same period from 5.1 million to 13.3 million eéubic -
metres (470 million cu. ft.). Few countries face such .

man-made wood resource expansion programs as does
Australia today.- ' : : )

The softwood logging -and sawmilling sectors have already

. experienced significant changes. . Harvesting and tree

processing units have replaced . traditional . chainsaw
felling, and completely automated mills with high volume
output have replaced the 1abor—intensive sawmill in the
bush.

The next stage in Australia's development program will be.

an increase in the pulping  capacity, geared . to

.availability . of resources. Projects  valued at $2.1

billion are at- - the planning stage . or are considered

- viable. A recent survey showed that, by reason of their

small domestic markets, the-Australian.and New Zealand
pulp and paper producers .will - have: - -build large,

specialized, export-oriented plants to take full advantage,
. of the extra wood supplies. . - . :



b)

- 56 =

The Australian papermaking market is dominated by:

i) Australian Paper Manufacturers Ltd. (APM), producing

200 grades of kraft paper and paperboard;

ii) Associated Pulp & Paper Mills Ltd. (APPH), producers
of fine paper, including telephone directory paper;

111) Australian Newsprint Mills Ltd. (ANM), sole local
producer of newsprint; ‘ o

iv) Kimberley Clark Australia Pty Ltd. (APCEL, 50 per

cent owned by APM), producer of tissue and toilet -

papers;

v) Bowater Scott Corporation Ltdc, tissue and toilet
paper manufacturers.

APM and APPM together account for about $1.6 billion of
the projects likely to be undertaken, including pulpmills
in South Australia, New South Wales, Queensland and
Tasmania as well as the current pulpmill expansion of
APM's large integrated mill -at Maryvale in Victoria. Two
other companies, W.A. Chip & Pulp of Perth and Harris
Daishowa Ltd. of Eden, are considering adjoining pulpmills
to thelr woodchipping facilities.

The largest project underway (scheduled for commissioning
in June 1981) 1s the ANM's new mill at Albury, N.S.W.
The initial feasibility study carried out by H.A. Simons,
of Vancouver, who have been appointed project engineers.

The large-scale developments now taking place in softwood
sawmilling are expected to create spinoffs in the hardware
sector — which to date has largely been a fragmented,
small, ©bush-type operation. In order to remain
competitive agalnst softwood lumber, the hardwood industry

will need to ratlonalize through amalgamation and . to .

introduce labor-saving techniques.

The Canadian Industry

1) TForest Harvesting Equipment:

Canada is a major producer and exporter of forest

harvesting machinery. Canadian manufacturers

produce a complete range .of machinery suitable for
harvesting all specles of trees on all types of
terrain.

The industry consists of 20 companies with §270
million of annual production of which $165 million
are exports. Ontario produces $195 million, British
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Columbia $45 million, and Quebec $30 million. The-

largest foreign market for Canadian products is the
U.S., which absorbs about 70 per cent of Canada's
exports in this sector. :

Canada offers competitively priced and technologi-

cally - advanced forest harvesting machinery that
enjoys- a proven reputation for rugged durabllity.
In particular, Canada has established itself as .a

"World leader in supplying -the - highly . reliable

wheeled skidders that form the basic element in

mechanized logging operations. .. Canadian log .
skidders are in use in. more than 75 countries
throughout the world. . Canadian forest - harvesting.

machinery is “produced - either by Canadian—owned

‘companies or by foreign-owned - subsidiaries  that

enjoy a world. product mandate . for harvesting

-equipment.

- Sawmill Machinery:

Canada manufactures a full range of price-competi-
tive, high-performance, long-lasting - ° sawmill

machinery, including both highly = sophisticated .

computer—controlled machines and simpler, operator-

-controlled units that process all tree species from
small diameter northern softwoods to large-diameter.
tropical hardwoods. ' The industry is composed of 35
. companies (located primarily in British Columbia and

Québec) that produce an annual $110. million in
machinery, of which 40 per cent is currently
exported. : ' :

Although most plants are Canadian owned, some of the
larger companies are foreign controlled. With some

. relatively minor exceptions affecting sales to the

U.S. and Western Europe, the multinational firms are
as free as the Canadian-owned companies to compete

in foreign markets. .Consequently, Canadian-made

machinery 1is currently operating in more than 25

countries, .and. marketing activities are conducted on.

all continents.

" Pulp and Paper Equipment:

The industry consists. of approximately- 60.companieés. _
with: more than 50 per cent. considered -medium to .
large in size - that is having. more than 100
_employees. Most .are located :in - the -large. urban

centres of Ontario, Québec and British  Columbia.
Several -firms supply major equipment to more" than

one  industrial sector’ (i.e.,. pulp and. paper, -
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mining, power plants, waste treatment plants,
etc.). . Annual production of pulp and paper
machinery. was some 3200 million in 1979,
approximately 30 per cent of it directed to export
markets.

‘Canadian equipment production capabilities and
experitise cover all grades of pulp, paper, and
paperboard but are particularly strong Iin such areas
as pulpmill and .newsprint mnill machinery. The
Canadian = machinery sector has developed a
. technological expertise second to none in newsprint

manufacturing. One of the most significant
developments of the last decade was -the design in -

Canada- of twin~wire sheet  formers. - Major
technological advances were.realized, also in recent
years, 1n energy conservation and. -environment
protection. They have been highlighted by full-
scale installations of: a) chemi-mechanical pulping
systems resulting in higher process yield with less
energy consumption; and b) close-cycle chemical
pulping systems with drastically reduced polluting
effluent.

Subsidiaries. of foreign companies, mostly American, .

comprise roughly 75 per cent of the Canadian pulp
and paper equipment industry. The transfer of
foreign capital and technology, and access by the
subsidiaries to the parents' marketing networks,
have enabled a .rapid development of the -Canadian

industry. On the other hand, foreign control has.

contributed to limited R&D, restriction on market

development (generally not applicable when Canadian -

government export financing 1s 1n - place) and
fragmentation of industrial activities. In recent
years, -some product rationalization agreements
between U.S. parents and thelr subsidiaries have
succeeded in offsetting some of those disadvantages.

Recent Canadian Marketing Activity

Prior to the 1980 Forestry Show at Myrtleford, Victoria,

Canadian activity was  marginal, due in part to the"

economic sluggishness. of the Australian forestry sector.
The timing of FIME.80 and the highly successful display of
Canadian harvesting and milling machinery was the turning

point - for active iInterest by Canadian’ suppliers. -~ A -
follow~up to FIME 80 (which had. resulted in on-site sales -

of $1.8 million by the Canadian exhibitors). was the
Australian trade mission to Canada in September 1980,

jointly sponsored by the B.C. provinclal government and -

the federal government. One result of the visit was the

. sale of equipment for SAPFOR's extension -at Tarpeena,
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- South. Australia, to -be supplied by Cancar Pacific. .The

mill will be the first installation of the Cancar Chip'N .
Saw concept in Australia. - An Allen Taylor mill at
Bathurst,‘N{S.W., is also considering -installation of a
Chip'N Saw system. ‘Also, S. Madill Ltd.. of Nanaimo,B.C.,
negotiated .a sale 'of some $300,000 worth of. cable
extraction systems to the Burnie forestry division of
APPM, Ltd.

. A further mission visited Australia in March 1981. .

Canadian .Success Stories

"Timber jack" machinery from Eaton Yale Ltd., of Woodstock,
Ontario has been -the outstanding success thus- far.
Timber jack's prominent exposure at FIME 80 has facilitated

the sale in Australia of 15 forwarders and skidders,
estimated at $2.0- million: Those sales, and .those of
other Canadian manu- .facturers . of forest harvesting .
equipment to- date, were made possible by the. advanced
technological position those companies occupy in the.
softwood industry. :

Sentrol Systems of Downsview; _Ontario, succeeded in.-.

.marketing ‘its computer—-based 'process control. systems to

the pulp and paper .industry in 'Australia and provides
on—the-spot sales and servicing. Its branch- - office in

‘Australia is the first offshore outlet opened by Sentrol.

Market .Considerations

Mechanical harvesting machines are not manufactured in-
Australia, and thus their importation is subject to a two
per cent duty. Sawmilling equipment is dutiable except
for .specialty items not made in .Australia. - Canada does

not. enjoy any preference for milling or processing

equipment except for chippers, which are dutiable at five
per. cent versus 15 per cent. for imports at general rates.
Normally, however, Canadian sawmilling equipment is rated
at between 15 per cent and 19 per cent 1n common with-
similar - goods from major competitors.

The Competition and Competitor Activity o

.With regard to harvesting eqﬁipment, competitors . to

Canadian firms include John Deere, Caterpillar,. Inter--
national .- Harvester, . Volvo,- and Kockums. °~ -Aggressive

advertising and -field-day demonstrations are heavily:-used :.-

by - those- companies. . Kockums was ‘successful in' securing. .
the ANM' contract - for mechanical harvesting.  equipment

" required to. supply logs to “their. new mill at Alburn,.

N.S.W. - Ten mechanical harvesting systems manufactured. in-
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Sweden by Kockums and® Logma, and supplied by Kockums -

Industries Australia Pty. Ltd., will be used to. harvest

timber in the largest commercial thinning 0peration in -

Australia. Each system consists of three machines: . a
Kockums 800 feller—buncher, a Logma 310 processor to
delimb and cut into pre-determined lengths, and a Kockums
tractor to transport the logs to the roadside.

There are several local manufacturers of sawmilling

- machinery and associated equipment. The largest are Isles

Forge & Engineering Pty. Ltd. and Integrated Engineering
Pty. Ltd., both located at Coffs Harbour in northern
N.S.W. Those firms, and four or five smaller companies,
were originally established to make sawmill machinery for
the hardwood industry. They therefore lacked the
capability and expertise to take advantage of. the
high-capacity automated softwood sawmill expansion program
and sought 1icensing rights - from overseas manufacturers,
including Canada, in an effort: to redress this imbalance.

Integrated Engineering, for example, has entered into

manufacturing arrangements, joint ventures and other

relations with several companies.

The Action Plan

A successful and focused initiative for this sector will

require action in three major areas: forest harvesting

equipment; sawmilling machinery; and pulp and paper
equipment. TFor forest harvesting equipment, the objective
will be to build on past successes. . For sawmilling
machinery, the objective will be to identify in greater
detail, and to pursue, specific opportunities based on
broader identification and marketing efforts to date. TFor
pulp and paper machinery, identification and. evaluation of
opportunities have been initiated and will be -pursued

further to identify specific areas -where Canadian.

suppliers should direct their efforts.

.In addition to the normal intelligence-gathering and

corporate assistance activities of the Canadian Posts in

‘Australia, the following. initiatives are proposed:

i) Preparation of situation reporfs on planned new
projects; ‘

ii) - Awareness program to ensure that decision makers are

familiar with Canadian goods and services. and that
favorable consideration is given in their dﬂvelop—
ment plans; :
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Trade publicity .in Australia  concerning hew
technology available from Canada; L
PEMD B visits will be encouraged;

Incoming Pulp and‘Papér Equipment Miésion'FY82/83,
inviting major contacts to Canada in connection with .

specific proiects;

A sawmill and forest harvesting technical‘séminér‘is,

-. scheduled for 1982 to coincide with the 1lth All-

Australian —~timber congress -in Adelaide, South
Australia, April 1982; a '

Participation in: the Forestry Industry Machinery
Exposition in Myrtleford, Victoria, in April 1985.
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Automotive Parts

a)

The Opportunity

The Australian aufomobile4industry has traditionally been - .

domestically orlented. Annual car sales are approximately
500,000 units, of which 80 per cent must, by law, be
domestically produced with a local content of at -least 85
per cent. The remaining 15 per cent of the total
production cost can be imported duty.free. In addition to
a 20 per cent quota on imports, the tariff on imported
vehicles 1s 57.5 per cent. Exports have been minimal.
Credits for exports will be introduced in 1982, . however,
and by 1985 local content will drop to 77.5 per cent in a
complementation scheme whereby exports will be allowed -to
offset 1mports on a dollar-for—-dollar baslis. As a direct
result of thls scheme, General Motors-Holden (GMH) 1is
building a four-cylinder engine plant whose output will go

mainly to Europe and North America. A simlilar scheme has .

been introduced for parts manufacturers.

In addition to GMH, four other passenger vehicle manufac-

turers are particularly active in Australila. They are

Ford, Mitsubishi (formerly Chrysler), Toyota and Datsun.
GMH has about 29 per cent of the market; TFord 22.9. per
cent; Datsun, Toyota -and Mitsubishi about 11 per cent
each. Volvo, Peugeot and some Leyland vehicles are also
assembled locally. The Renault assembly plant was closed
recently. Market demand has recently shifted to smaller
four—cylinder cars as it has in North America, and G.M. is
planning to produce its J-car in Australia. There 1s also

- a scramble to reduce the size -of vehicles and make them

more fuel efficient.

Component manufacturers produce a wide range of original
equipment (OEM) and aftermarket (AM) parts and acces-
sories. Most of the multinational corporations operate
parts plants in Australia. The largest Australian firm is

REPCO, which manufactures, recondltions, wholesales, "

retalls, services, finances and exports auto parts. The
company employs more than 11,000 people and operates 48
manufacturing .plants, nine of which are outside
Australla. Sales' exceeded $554 million in 1979-80.

Yet, although Australia manufactures a wide range of

parts, it imports almost $532 million worth of components.

While the majority of imports..came from the U.S., Japan
and Germany, in 1980 Canada exported $61 million of auto
parts to Australia.
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As the industry adjusts to the so-called world car and
begins to look . at exports, it is finding that many of its
plants are internationally non-competitive. As a result), -
the industry is being encouraged to restructure. It is.
the introduction of the world car, coupled with the export

.facilitation scheme, that will provide opportunities for

increased Canadian exports of parts. In the case of OEM
parts, contact should be made with the home offices of the
Australian car companies and, if opportunities are
identified, the  Australian subsidiaries should be"
visited. For the aftermarket, opportunities exist for
fifth wheels, light trailer axles, and accessories such as
mirrors, lights, trim, wmudflaps, etc.; exhaust emission
parts such as PCV and EGR valves; fuel and air filters;
McPherson struts; brake pads and shoes; friction materials
for brakes and clutches; clamps; sealed beams; electrical -

.switches; gauges; exhaust components (wmufflers, clamps,

etc.); sparkplugs; tires; wipers; batteries; truck

suspension (tandem); fuses; trailer lights and mirrors.

The Canadian Industry

The automotive industry in Canada consists of vehicle -
manufacturers, original equipment parts manufacturers and
aftermarket parts manufacturers. There is some overlap
between those groups, with vehicle manufacturers producing
parts in—house, and certain parts manufacturers producing
for both the OEM and AM. o ‘

Approximately 50 per cent of automotive parts production’
is in—house, while about 20 per cent is supplied by
subsidiaries of eight large .multinational corporations
(Borg Warmer, TRW, Budd, Kelsey-Hayes, Eaton, Rockwell,
Bendix and Hayes Dana). The remaining 30 per cent -is
produced by several hundred small - often Canadian—owned -
corporations. Canadian parts production in 1979 exceeded
six billion dollars, of which 80 per cent was exported,
largely to the U.S. Production of aftermarket parts alone
was about $670 million. While -the industry has
traditionally produced parts for the ,Nbrthv American

" market, its orientation has changed ‘over the last few

years, and OEM parts are now being‘marketed in limited

quantities in Japan and Europe. Some companies. with
proprietary products have been successful in selling to:
offshore  manufacturers - Tridon - (wipers), Duplate

(windshield glass) and Varta (batteries) being notable
examples. A growing number of companies are developing
proprietary products or processes that will help them
compete internationally. - Parts companies supplying the
aftermarket have found that they, in particular, must
export or die. They have developed unique products that



9

- 64 -

sell worldwide (Thrush:. mufflers; Tridon: wipers,

flashers, clamps; Certified: brakes; etc.) and more than -

$400 million, out of a total Canadian production of $670
million, 1is exported worldwide. AM  imports are
approximately $840 million and are composed largely of
components that are not available domestically.

The vehicle industry in Canada 1is Ilargely composed of
subsidiary operations of North American vehicle manufac-
turers (GM, Ford, Chrysler, AMC). Vehicles produced are
essentially destined for the North American market, and
exports to countries other than the U.S. are minimal.

Recent Canadian Marketing Activity

Canadian exports of automotive components totaled $61
nillion in 1980, 72 per cent ($44 million) consisting of
completely knocked-down shipments of light trucks and some
heavy truck components. The $17 million balance is
supplied by independent Canadian parts manufacturers. The
number of parts producers selling in Australia is
increasing and they find the market attractive. Currently
they are selling such products as sealed beams, brake pads
and shoes, hose clamps, moulding, wheels and rims,

fasteners, filters, etc. While in dollar terms the

exports are not large, they are significant considering
the small number of Canadian companies that actually
operate in the market. As a direct result of the recent
Auto Parts Show, Canadian exports will include a wider
range of products such as batteries, key rings, mud flaps,
components for rebuilding starter motors, automotive trim
products, clutch diaphrams, sun shields, and battery and
sparkplug cable sets.

ITC's marketing activity in Australia has been limited.
Prior to a visit by an officer from the Industry Sector
Branch in October 1980, promotional efforts consisted
mainly of encouraging and supporting companies through
PEMD. As a result of the market identification visit, an
automotive parts and accessories mission was organized, in
March 1981, in which 13 companies took part. Product
display days were held in both Sydney and Melbourne.
Direct sales resulting from the show were $532,000. It is
anticipated that -incremental sales by the exhibitors in
1981 over 1980 will be between $931,000 and $1 million,.
and should continue steady. Excellent contacts were made
with dimporters, distributors and large retail chains
during the mission, whose success proved Canada's capabi-
lity to provide parts and accessories in a marketplace
previously believed to be dominated by local Japanese and
Taiwanese manufacturers and suppliers. :
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Canadian Success Stories

Areas in which Canadian firms have done well include brake
parts. (chiefly asbestos products), sealed beam headlights,
and hose clamps. In the case of brake parts, Canada would
seem to enjoy a natural advantage in raw material availa-
bility and manufacturing capacity. In the case of sealed
beam headlights, Canada's share of Australian imports
tripled {to $1,169,320) £from 1977~78 to 1978~79 - almost
matching the figures for the U.S. and Japan in the latter
period. The main catalyst to that development was the
rerative decline of -the Cama?’an dollar in terms of the

. other two currencies over the period. Imports from the

Federal Republic of Germany went from a low basc to
$4,870,460 over the same pericd due to design changes in
headlights. 1In the case of hose clamps, Tridon has done
well by establishing a. distribution centre in Australia
and appoinfing local agents and distributors.

Market Considerations

As previously mentioned, the Australian automotive
industry is highly protected by tariffs and .quotas.. The
ftariff on imported vehicles is 57.5 per cent. On parts it

. is 25 per cent. However Canada receives a preference,

thereby dropping the tariff to 17.5 per. cent. 'A comple~-
mentation scheme is also in effect that allows parts and
vehicle manufacturing to offset imports with exports to a
limit of 20 per cent of production. -

Australian distribution channels are similar to those in
Canada and the U.S. OEM manufacturers produce in-house
and procure their supplies directly from suppliers, either
through the head offices in North America -or Japan, ot
directly through the Australian purchasing office.

The main channels of distribution in the aftermarket are
retail, wholesale, wholesale distributors, jobbers and
distributors. As in North America, channels are inter-
linked and complex. It is extremely important to target

- the particular channel. that best .suits the. product: and to

obtain.a qualified, reputable representatlve.

The Action Plan .

To ensure Canadian exporters a -substantial share  of the
components Australian companies import ‘from abroad, the
major Canadian marketing efforts are mapped out below:..
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A follow-up Auto Parts show and mission in February
or March 1982 is in the planning stages;

Participation by Canadian companies in the
Australian Automotive Parts and Accessories Show,
to be held in Melbourne in August 1982, 1s being
encouraged;

Contact with vehicle manufacturers will be .

increased;

Changes in Australian government policies (e.g.,
ongoing IAC enquiry into motor vehicle industry)
are being studied in order to ascertain effect on
opportunities and access for Canadian OEM and AM
parts;

A survey of Australian import statistics will be
undertaken to' determine opportunities for Canadian
products to replace British goods subsequent to
loss of preferences by Britain;

A program to distribute brochures, catalogues and
details on new Canadian products to trade journals,
importers and . other organizations  will be
developed;

Selected incoming buyers mission to Canada will be
undertaken in April 1982 to coincide with the
Canadian International Automotive Show in Toronto;

A survey of the Australian truck industry is being
undertaken to determine opportunities for special-
ized equipment from Canada.
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Instrumentation and Industrial Process Control Systems

a)

The Opportunity

The total Australian market for industrial process con-
trols in 1980 was approximately $200 million. Projections
suggest - that the market will grow at an average rate of
eight-to-10 per. cent and exceed $260 million by the end of
1983.

-Key factors in market growth include an expansion of .the

primary metals, chemicals and allied products industries;
increased government expenditures in the utilities sector; '
a move towards automation; the opening of a number of coal
mines in New South Wales; and gas and oil exploration in
Western -Australia. At this time, electronic and electric
instruments account for 45 per cent of the market and .non-
electronic/non-electric instruments constitute another 25
per cent of sales. Control valves constitute 21 per cent
of ‘total sales while sales of process control computers
and peripherals have a nine per cent share of the market.

Ninety per cent of Australia's demand for industrial pro- .
cess controls is met by imports. The industry sectors
that exhibit excellent potential for Canadian suppliers
include electric power generation, transmission and dis-
tribution, industrial. heavy chemicals manufacturing, and
smelting and - refining of non-ferrous metals. As the
influence of computer technology penetrates electronic and
electrical process control instrumentation in Australia,

Canada will be in an even better position due to the tech— - -

nological advantage it has in sectors. such as pipeline,
automation, and power—generation controls.

Consequently Canadian firms should be able to market
several products successfully in Australia during the
1980s. In the area of sensing and measuring instruments,
the. sales potential of temperature-flow and liquid-level
devices is good due to the number of néw aluminum smelters
and power stations that are expected in the 1980s. - On-.
line chemical composition analysis is also an area that
should = have . potential for foreign companies. - That
assessment 1s based on the expansion plans for the

- chemical industry and the expansion forecast for the non- .
ferrous smelting and refining industry.

. The. application of microelectronics Will be a. major growth
area of industrial process control systems this decade. . .
Australian industry recognizes the enormous benefits to be.- -

obtained from computer-based process control systems.
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"Excellent sales potential in 'data display instrumentation

and devices is related to the demand for automated process
control systems. - Analogue recording . and indicating
devices and analogue- panel meters will be .in significant
demand. ‘Although most of the Australian industries using

.that' type of equipment appear to prefer analogue, digital

equipment and interfacers are becoming more .popular.

A potential for Canadian supplies also exists for gas and

- oil pipeline automation and monitoring, coal mine mechani-

zation, urban transportation controls and computerization,
pulp and paper mills, steel rolling mills, automation of

-agricultural vehicles .and implements, and sewage and water

treatment plants. ..The main opportunity lies in the high

"degree of skills and experience vested in .Canadian

companies in such fields as software development, design
and systems integration and special hardware for computer
or microprocessor—based industrial process control and
automation systems. :

The Canadian Industry

Sixty—seven per cent of the Canadian market for process
instrumentation, which was.valued at $325 million in 1978,
was supplied by Canadian-based firms. One hundred and

~thirty-eight companies, employing 5,300 persons, have been .

identified as active in that market, and, of those about
71 per cent are Canadian owned. . Most -of the Canadian-—
owvned firms supply components and software subsystems to
larger instrumentation and systems companies or to indus-

trial users. On the other hand, several -companies provide -

total systems development, supplemented by varying capa-—

“‘bilities in the manufacture, assembly, installation and

servicing of the instrumentation.

Canadian-based companies. also exported $45 million in
1978, which represented 17 per cent of their total produc-

- tion value. Slightly more than half of those exports were

provided by subsidiaries of large multinational corpora-
tions. Although.there is evidence of some product man-—
dating by the MNC's, it appears that subsidiaries have
limited their export efforts for the most part to projects
financed by CIDA or EDC, where .they are effectively in a
preferred position vis-3-vis their parent firms. :

Canadlan-owned firms, by . contrast, are more .‘actively
export oriented, and that is particularly true for the
broader—-capability - Canadian firms, whose export sales
approximate 50 per cent .of their total production. In
general those companies are highly competent in the design
and integration of control and automation system. Their
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expertise 1is especially high in the areus of gas and oil

explotration, exploitation and transportation; mining and
mineral resources; - and petrochemical, electric power, and
water treatment and sewage plants. Since the equipment is

‘usually too complex - to be serviced from Canada, .when

supplying abroad the companies ncrmally enter into joint—

_venture agreements with local systems touses or distrib-

utors. Canadian designed systems have been accepted
throughout the world although the major area of-  export

- concentration has been the United States..

Recent Canadian Marketing Activity

In the past, the number of Canadian control and instrumen-
tation equipment manufacturers marketing their. products in
Australia has been limited largely to spccialized areas
such as -radiation pyrometers and spectrophotometers.
Canadian manufacturers visiting Australia repert that as a
result of the Canadian dollar exchange rate they are price
competitive. Furthermore, wholly-owned Cznadian companies

are gaining a reputation for reliable and state-of-the—art

products and instrumentation systems. Canadian subsid-
ifaries of ‘the large multinational companies, such as
Bailey Meter and. Honeywell, are finding instrument and
systems acceptance in Australia through global rationali-
zation programs. The number of Canadian firms represented

in the Australian marketplace is small. The firms produce

quality products and systems mainly to service resource-
boom opportunities. The firms have agreements with local

‘systems houses and distributors who work closely with

their customers and stand behind the Canadian product with
after-sales support. . .Excluding the large multinationals,
Canadian firms "active . in Australia include Sentrol
Systems, - Conspec Controls, Weightech Group, Milltronics,
Promac Controls, 1Inc., Markland Specialty .Eng., SED
Systems and George Kelk, Ltd. S ~ o

Canadian Success Stories: -

Sentrol Systems Inc. of Toronto is one of the world's
largest manufacturers of process—control equipment for use

" in pulp and paper mills. Because of 1its established
reputation, use of advanced technology, and price competi- .. .
- tiveness in international markets, - the company has won

contracts to - supply equipment to five Australian mills

~ between 1979 and 1981. ‘The total value of .those contracts.

is 2.5 million dollars.. Sentrol has set up.an Australian

subsidiary -in Melbourne, -Sensors Controls Pty. Ltd., which-

now employs 12 people.,
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Milltronics Ltd. of Peterborough, Ontario, has been repre-
sented 1n Australia since 1975 by Incontrol Pty. Ltd.;
Sydney. Total sales exceeded $210,000 -in 1979 and are

expected to quadruple during 198l. - The product line .

includes  industrial process—control Instruments and
systems including alarms, converters, detectors, feed-rate
control systemz, flow metering, level measuring, monitors
and transducers.

Market Considerations

Most of the manufacturing carried on in this industry in
Ausgtralia consists of the ‘final assembly of imported
components and locally produced casings .and cabinets.
Tariffs consequently impose a cost disadvantage only on
imports that enter the country fully assembled. 1In the
area of non-tariff restrictions, occasional problems have
been experienced with clearance formalities required by
the Australian Standards Association and.other regulatory
bodies in arranging approval - of high technology micro—
processor—~based measuring equipment.

It appears that a close relationship tends to exist
between the relatively small number of .users and theilr

‘guppliers of process—-control equipment. The suppliers

often are subsidiaries that perform final assembly work
and market the products directly to the end user. The
role of the supplier 1is a critical one, since users
generally prefer to deal with well-established suppliers
which can provide custom—designed products, adequate spare
parts Inventories, and engineering and service -support.:

The importance of inventories and an efficient distribu-
tion system is probably greater In Australia than in most
markets because of the large distances separating the user
from the manufacturer. As well, because of the historical
development of the Australian market, many engineering
services that are provided by consultants in other parts
of the world,  such as North America, are provided by
venders in Australia. The services are particularly
valuable in Australia when installing advanced equipment
that 1is  based on wunfamiliar technology. . Often, the
quality of such support service will play a significant
role 1in 1local purchase decisions, and international
suppliers are often prepared to transfer personnel tempor-
arily to Australia to assist .users. In such an environ-
ment, the inabllity to secure a reliable local supplier or
provide adequate levels of support service would seriously
impede market entry.

~
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The Competition and Competitor Activity

The United States 1s the dominant supplier, with an
estimated export market share of 50 per cent in 1978-79.
That share will likely increase during the next few years,
as. will the competition from Japan  and Germany.
Australlian manufacturers of process control equipment

~ account for less than 10 per cent of sales. Their market.

share will likely be eroded during the mnext few years due
to competition from multinational manufacturers who enjoy
significant cost advantages from economles of scale in

production.

New developments in the Australian market include a
tendency for large contracts awarded by  the "Australian

~govermnment to include a vast array of control instrumenta— -

tion. The equipment can be produced by the same company
elsewhere in the .same country. That arrangement tends to
favor those countries that possess a strong industrial
capability in the subcontracted areas.

. The Action Plan

Canadian programs to- expose Australian opportunities 'to
Canadian businessmen will help. increase the market share
for Canadian 1nstrumentatlon products and systems. To
reinforce Canadian credibility and maximize opportunities
- bearing in mind that an advanced technology product
combined with a reliable agent offering sound support
service 1s as important in this market as price or credit
terms — the following strategy has been arranged:

1) An instrumentation mission visited the Australian
International Engineerirg Exhibition (AIEE) in
Melbourne in July 1981. The visit exposed Canadilan
exporters to both foreign and domestic competitors'
wares and provided an opport.nity to discuss agency
arrangements. Visits to project sites to discuss
opportunities for Canadian instrumentatlon were
included; ' .

i1) Additional relevant industry and trade shows in
Australia will be i1dentified for the wuse of
Canadian firms that may wish to particilpate; -

1ii) Minimissions to investigate. prospects with on-spot
~ visits. to Australia end—users will be organized.
Possibilities in specific sectors (such as .power
generation, ‘0il and -gas extraction- and chemical

. projects) will be investigated; :
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An 'Australian instrumentation writer will Dbe
included in 1982-83 visiting journalists program;

Selective Canadian instrumentation success or new
product stories will be publicized in- Australian
trade journals;

Canadian trade shows will also be publicized, high-
lighting process—control instrumentation with a

~ view to organizing a wvisit to Canada, under the

incoming—buyers program, by a group of influential
Australian end—users and agents; .

An instrumentation and process control directory
that would highlight the sophisticated instrumenta-—
tion, supervisory, and process—control- techniques
developed in Canada, will be prepared;

A process-cohtrql and - instrumentation incoming-
buyers mission program will be developed.
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Agricultural Equipment

a)

b)

The Opportunity

Planned expansion "of the ' Australian grain industry
presents Canadian agricultural equipment exporters with a
prime market. For example, Australia hopes to increase
its exports of wheat from 15 million tonnes in 1980 to 24

millior tomnes by 1990, To accomplish that increase,

major changes will have to take place in Australian grain
production. New and more marginal agricultural land will
have to be brought into production, and that. will
necessitate new methods for the control of soil erosion
and conservation of moisture. More effective use of the

land will be important. While the grazing cycle was used .
in the past to protect the land from soll erosion, a new -

method will be needed. The Canadian dry-land farmlng
method, Stubble Mulch Farming, is one solution.

In addition to the need for specialized types of Canadian
implements, the increase in production will affect demand
for tractors and combine harvesters. The Australian
market for agricultural equipment is already substantial,
and Canadian companies are highly respected and have a
good share of the market. In the year ending June 1980,
approximately $266 million (manufacturers' costs) of
tractors were sold in Australia. Imports represented 25

per cent of the implements ‘and 75 per cent of the tractors

sold.

The Canadian Industry

The Canadian-farm machinery industry consists of approx-
imately 200 companies, including the multinational
companies - with manufacturing plants- in Canada and the
"shortliners” or smaller, more specialized firms. The
industry is concentrated in Ontario, Manitoba,
Saskatchewan and Alberta. The North American market is
generally rationalized. In that regard, of the $1 billion
produced in Canada, more than 80 per. cent is exported,
while more than 80 per cent of the domestic market is
supplied by imports. . ‘

The four multinationals with manufacturing facilities in
Canada are Massey-Ferguson, John Deere, International
Harvester and White Farm Equipment. - Those firms account

for more than 60 per cent of totai agricultural farm-

equipment production. Major products include combines,
harvesters, grain drills, hay balers, forage harvesting
and tillage equipment, and manure spreaders. Production

has been rationalized to the extent that the Canadian
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facility supplies the WNorth American market for each
company and, in some Iinstances (e.g. large combine
harvesters), is the world supplier for the firms. Of the
multinationals, White Farm Equipment and Massey~Ferguson
are the most active in developing exports of Canadian~made
equipment in the Australian market.

The shortline industry has a diversity of companies with

annual sales ranging from $200,000 to $250 million. They
tend to specialize in specific types of equipment such as
tillage machines, Thay Tharvesting equipment, potato
harvesting equipment and, in the case of Versatile
Equipment, four-wheel-drive tractors. For the Australian
market, the companies located in the three Prairie
provinces manufacture the most appropriate equipment.
They have developed specialized machinery for the
production of cereal grains for large farms under dry-land
farming conditions. Canadian dry-land farming machines
are of the largest sizes, are competitive in price, and
incorporate the latest in dry~land farming technology.
The equipment was designed to meet the needs of the
Western Canadian grain farmer but is also well suited to
the requirements of the large-scale Australian grain
farmer.

Almost all shortline firms are Canadian owned and have
complete autonomy in all export markets. More than 67 per
cent of their production 1s exported. The U.S. Plains
area, which is' principally a grain growing region, has
been a market for a substantial portion of the short-
liners'  production, while Australia is the largest off-
shore market. Canadlan exports to Australia exceeded §$25

million in 1980 and are expected to Tise to $30 million in
1981.

Recent Canadian Marketing Activity

Canadian equipment was introduced in Australia by Massey-
Ferguson through its exports of combine harvesters. 1In
1972, Versatile TFarm Equipment of Winnipeg started
exporting its four-wheel~drive tractors. It was not until
November 1978, however, that the government launched its
marketing effort in Australia with the Canadian exhibit at
Orange, N.S.W. The following year, the Canadian presence
included Ag~Quip in Gunnedah, N.S.W. and a small exhibit
at the Dowerin, Western Australia Field Days. In 1980,
following the evident success of that promotion, activity
was further expanded to include four shows. They were:
Ag—Quip, with 12 Canadian companies attending; Dowerin,
Farmfest 1in Toowoomba, Queensland; and Eyre Peninsula

Field Day in South Australia. The main thrust of all
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Field Days was to promote and support the technique of
Stubble Mulch Farming. To that end, the Department
developed an audio-visual presentation Which'explained how
Canadian equipment could be used in the Australian

,environment.

In addition, display panels showing the origins of Stubble
Mulch Farming in Canada, as well as a technical manual on
Stubble Mulch Farming, were developed. :

The results of those efforts can be seen in the increase
in Canadian agricultural exporté. In the year ended June
1980, Canada . exported .$26.5 million of ‘agricultural
equipment, compared with $12.4 million in the year .ended
June 1979, and $16.8 million in the year ended June 1978.
This represents an increase of 75 per cent over the
average sales, in those two previous years, of $14.6
million. While the increase was not due solely to govern—
ment promotional efforts, the governments 's activities and
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