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Abstract 

As key drivers of Australia’s economic growth stagnate and decline in the 21st century, the ‘lucky 
country’ is turning toward areas that will take Australia beyond the 23 years of uninterrupted 
economic growth. Innovation, with its capacity to push businesses into new markets, to grow their 
value and tap into global value chains, is of critical importance to this growth. However, Australia’s 
ranking of 17th on the Global Innovation Index in 2014, masks deep-seeded fissures in our countries 
innovation system, with key policy commentators terming the ranking as a ‘call to arms.’ This 
concern is predicated upon the fact that Australia’s high regulatory bar is preventing ideas and 
inventions from being commercialised as well as low levels of collaboration and knowledge-sharing 
between researchers, businesses, and entrepreneurs. This is heightened by the fact that Australia is 
geographically isolated from the key knowledge frontiers of Asia and North America, resulting in the 
production of a mere 2 % of the world’s innovation and research. The future of Australian innovation 
therefore lies in our capacity to be globally minded by engaging with the digital economy and 
technology trends to depend our trade linkages. Framed against the imminent signing of two 
significant trade agreements in the Aus-China FTA and the Trans-Pacific Partnership Agreement 
(TPP), this paper will argue that trade will impact Australian innovation in three major areas; cross-
border skills transfers, increased competition in key industries, and higher levels of foreign direct 
investment and technology transfers.  

Recommendations 

1. Shift the focus of innovation in Australia to the areas that require critical attention. 

(i) The process from invention to commercialisation 

(ii) The interactions between businesses, governments, consumers, entrepreneurs, within the 
innovation ecosystem.  

 
2. Focus on the direct and indirect advantages trade can provide for Australia’s innovation 
ecosystem.  

(i) Trade will increase flows of skilled migrants as inputs into Australia’s innovation ecosystem 

(ii)      Trade will see an increase in export and import competition allowing Australia to focus on 
innovation in sectors where it has a  comparative advantage 

(iii)    Closer trade linkages will increase the attractiveness of Australia as a destination for 
foreign direct investment and technology inflows. 
 

Introduction  

In 2013 the World Trade Organisation (WTO) hosted its annual public forum on the interconnections 
between trade, innovation, and the digital economy. The central question posed to the forum was; 
‘What will be the future of world trade in an era of innovation and digitalization?’1 Whilst a complex 
question, the premise that trade can have a substantial impact on countries levels of innovation is a 
well-documented connection, with Australia’s own annual Innovation System Reports clearly 

                                                 
1
 World Trade Organisation, 

http://www.wto.org/english/forums_e/public_forum13_e/public_forum13_e.html, 2013, (Accessed 20 
September 2014). 

http://www.wto.org/english/forums_e/public_forum13_e/public_forum13_e.htm
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identifying trade as a key driver of innovation.2 Australia’s capacity to innovate is facing increased 
attention with our ageing population and waning mining boom leading key policy experts to see 
innovation as the central means to shaping a resilient and prosperous economy that is competitive 
on a global stage.3 However, a competitive and well-functioning innovation system continues to 
elude Australia with recent government cuts to the Innovation Investment Fund and 
Commercialisation Australia only deepening the fact that as a country we represent just 2 percent of 
the global research and development (R&D) and innovation output.4  It is in this concerning climate 
that trade can have a vital impact, particularly with Australia’s key trade agreements. This paper will 
argue that trade’s impact on innovation will occur in three main ways; firstly, it will allow the 
transfer of skilled migrants as a vital input into our innovation system; secondly, trade will increase 
the exposure and competition of key Australian industries, such as mining and agriculture, forcing 
them to innovate to retain their competitive advantages; thirdly, closer trade linkages will increase 
the attractiveness of Australia as a destination for foreign investment and technologically flows that 
are vital to our landscape of innovation.  

Contextualising the import of Australian innovation 

The focus on the capacity of trade to make a positive impact on innovation comes at a crucial time 
for Australia. As the ‘lucky country’,5 Australia has experienced 23 years of uninterrupted economic 
growth (figure 1), growing at an average of 3.4 per cent a year, in large part due to the 
unprecedented growth in the mining sector, which has directly contributed 11% of Australia’s GDP 
over the past decade (figure 2).6 Whilst the social and economic outcomes deriving from this growth 
is undoubted, Australia is facing a new set of challenges in the 21st century, which render it a much 
more difficult task to sustain economic growth and international competitiveness. In its 2014 Report, 
Building Australia’s Comparative Advantages, The Business Council of Australia identified three key 
areas of change; the pace of technological development which has made ‘almost everything tradable 
- goods, services, skills, and labour,’7 demographic changes as Australia’s ageing population becomes 
less active and innovative, and competition with emerging economies as value chains become more 
dispersed and focused on intermediate goods.8 To remain competitive in this global market place, 
Australia must continue to leverage its trade opportunities and international collaborations under 
existing Free Trade Agreements (FTAs) as well as those currently under negotiation, such as the 
Trans-Pacific Partnership Agreement (TPP) and the Aus-China FTA, to make a deliberate and 
purposeful approach to innovation. It is innovation that will allow businesses to access new markets, 
to grow value and tap into global value chains to bring new products to the market.9 

                                                 
2
 Australian Government, Department of Industry Report, Australian Innovation System Report 2013, 

http://apo.org.au/node/36450, 2013, (Accessed 18 September 2014). 
3
 The Hon. Andrew Robb, Minister for Trade and Investment, Speech, ‘Innovation and the digital economy’, 

Australian Government, delivered 15 February 2014.  
4
 Dr Terry Cutler, Venturous Australia: building strength in innovation, Department of Industry, Australian 

Government, 2008, p.5. 
5
 Cutler, Venturous Australia, p.15. 

6
 Jane-Frances Kelly and Paul Donegan, Mapping Australia’s Economy: Cities as engines of prosperity, The 

Grattan Institute publication, 2014, p.1. 
7
 Business Council of Australia, Building Australia’s Comparative Advantages, 2014, p.15. 

8
 Business Council of Australia, Building Australia’s Comparative Advantages, 2014, p.16. 

9
 McKinsey & Company, Compete to Prosper: Improving Australia’s Global Competitiveness, paper prepared for 

the Business Council of Australia, 2014, p.1. 

http://apo.org.au/node/36450


The Impact of Trade on Innovation and Entrepreneurship in Australia in the 21st Century  

Global Voices WTO Youth Delegation 

Tiernan Christensen (National Scholarship Recipient) 

 
Page 4 

 

  

Figure 1: Australia’s GDP Growth: 1994-2014 

 

 
Figure 2: Australia’s Mining Activity as per investment, Output and Employment 
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‘A call to arms’10: The performance of Australia’s innovation system  

Australia’s innovation system is, however, performing poorly by key measures, particularly our 
capacity to convert its pool of ideas and talent into commercialised outcomes. The process of 
converting innovative inputs into market competitive goods and services is epitomised by Austrian 
economist Joseph Schumpeter saw innovation as a process of ‘creative destruction’ involving four 
dimensions: invention, innovation, diffusion, and imitation.11 In a Schumpeterian way, Australia has 
been unable to transmit its pool of ideas and talent, or ‘inventions,’ into ‘diffused’ commercial 
advantage – a notion epitomised by its low ranking of 81st on the Global Innovation Index’s 
‘innovation efficiency’ measurement.12 The index itself ranks countries according their ability to use 
‘innovation inputs’ such as human capital, with two sub-indices of ‘innovation outputs’ consisting of 
knowledge and technology.   

Australia consistently ranks in the top 10 OECD countries for human capital and research, with gross 
expenditure in R&D (GERD) reaching a historical high of $30.8 billion in 2011 and $8.2 billion in 
higher education, representing a combined 2.79% of GDP (Figure 3).13 Factors within Australia’s 
economy are, however, preventing these inputs being commercialised into cutting-edge 
technologies and new-the-world services. Australia’s strong regulatory approach, for example, is 
slowing attempts by Australian businesses to bring new ideas to the market. In the financial sector 
alone, attempts by banks to develop new cloud computing services that expedite the direct entry 
payment process have been hampered by regulatory framework.14 In the same way, Australian start-
ups are facing increased obstacles when taking their new and innovative ideas to the market 
through crowdfunding, leading industry group, StartUpAUS to declare a trend of Australian tech 
companies leaving Australia in search of favourable regulatory environments 

                                                 
10

 President of the Business Council of Australia, Catherine Livingstone, speech, Vision for a competitive 
Australia, delivered 28 July 2014 to the AICC, p.2. 
11

 Karold Sledzik, Schumpeter’s view on innovation and entrepreneurship, 
http://www.academia.edu/5396861/SCHUMPETERS_VIEW_ON_INNOVATION_AND_ENTREPRENEURSHIP, 
2012, (Accessed 13 September 2014).  
12

 The Global Innovation Index 2013, Cornell University, INSEAD and the World Intellectual Property 
Organization, 2013.  
13

 Australian Government, Department of Industry Report, Australian Innovation System Report 2013, 
http://apo.org.au/node/36450, 2012, (Accessed 18 September 2014), p.120. 
14

 Eric Johnston, Finance chiefs worried about innovation, news.com.au, 18 September 2014, (Accessed 20 
September 2014).  

http://www.academia.edu/5396861/SCHUMPETERS_VIEW_ON_INNOVATION_AND_ENTREPRENEURSHIP
http://apo.org.au/node/36450
http://news.com.au/
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   Figure 3: GERD as a percentage of GDP: 1992-2009 
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Whilst deploying new ideas or inventions to the marketplace is clearly facing high barriers, Australia 
is similarly struggling to collaborate and share knowledge between key players within its innovation 
system. Although the digitalisation of the economy has made linkages easier, Microsoft’s 2014 
Joined-Up report on innovation, argues that entrepreneurs, businesses, academics and the 
government are not collaborating and sharing knowledge, both domestically and overseas.15 With a 
low ranking of 15th on the WEF collaboration index,16 Australia has been unable to establish a flow 
and exchange of resources and ideas, particularly between university and industries in R&D as well 
as start-ups and potential investors. In regards to the latter, tech start-ups are being starved of 
crucial connections with potential venture capital investors and industry funds that will allow small 
innovations to commercially flourish.17 The slashing of industry assistance programs such as the 
Innovation Investment Fund (IIF) under the 2014 budget, and the continued lacklustre efforts to use 
the $1.8 trillion in Australian superannuation toward venture capital,18 is obstructing valuable 
collaborations between small tech start-ups and potential investors. As a consequence, innovative 
entrepreneurs are commercialising their ideas overseas where there is significant access to 
investment and big data - a notion revealed in the fact that there are currently an estimated 8,000 
Australian firms operating in the Silicon Valley.19 

Therefore, the challenges Australia faces with the process of invention to commercialisation, and the 
inefficiencies within its innovation ecosystem, must be resolved. Australia must reorientate itself 
with a global mindset and strategically use key bilateral and plurilateral FTA’s to enhance its capacity 
to innovate and bring new-to-the-world ideas into the global market.  

Trade is key to Australia’s innovation ecosystem 

Whilst the remoteness of Australia from global customer markets and innovation centres is clearly 
unfavourable to our 2% national economy,20 increased trade and investment flows will lead to clear 
advantages for our innovation system. Adopting a global mindset through trade engagement is 
clearly an imperative step toward boosting our national innovation infrastructure, allowing 
businesses to access new markets, grow value and tap into global value chains to bring new products 
and services to the market.21 Consolidating this point, McKinsey’s 2014 report, Compete to Prosper, 
argues that the key force shaping innovation, and thus economic growth, will be the capacity of the 
Australian economy to harness technology and digitalisation to engage with traditionally robust 
economies such as the US, and the rising industrial superpowers of Asia.22 It is through bilateral 

                                                 
15

 Microsoft Innovation Report, Joined-Up Innovation Paper, 2014, 
https://enterprise.blob.core.windows.net/whitepapers/MSFT_Joined-Up_Innovation_Paper.pdf, (Accessed 
September 2 2014), p.7. 
16

 World Economic Forum, Competitiveness Report 2013-14, 2014, 
http://www3.weforum.org/docs/WEF_GlobalCompetitivenessReport_2013-14.pdf, (Accessed September 6 
2014).  
17

 Snowball Group, Evolution of Venture Capital in Australia, 2014, http://snowballgroup.com.au/wp-
content/uploads/2014/02/SnowballGroup_WhitePaper_VCEvolution-FINAL-Small.pdf, (Accessed September 
11 2014), p.12. 
18

 Australian Bureau of Statistics, Measuring Australia’s Progress, cat. no. 1370.0. 
19

 ‘Innovation and the digital economy.’ Speech by Hon. Andrew Robb, Minister for Trade and Investment, 
Australian Government, delivered 15 February 2014.  
20

 Dr. Terry Cutler, Venturous Australia, p.13. 
21

 Business Council of Australia, Building Australia’s Comparative Advantages, 2014, p.15. 
22

 McKinsey and Company, Compete to Prosper: Improving Australia’s global competitiveness, 2014, p.11. 

https://enterprise.blob.core.windows.net/whitepapers/MSFT_Joined-Up_Innovation_Paper.pdf
http://www3.weforum.org/docs/WEF_GlobalCompetitivenessReport_2013-14.pdf
http://snowballgroup.com.au/wp-content/uploads/2014/02/SnowballGroup_WhitePaper_VCEvolution-FINAL-Small.pdf
http://snowballgroup.com.au/wp-content/uploads/2014/02/SnowballGroup_WhitePaper_VCEvolution-FINAL-Small.pdf
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FTA’s and broader regional FTA’s such as the Trans-Pacific Partnership Agreement, where trade will 
have the most important impact on Australia’s innovation capacity.  

In recent years, however, Australia has demonstrated a lack of global orientation in regards to trade 
and investment. Despite Australia’s role in hosting the G20, and the ongoing negotiations under the 
TPP and the Aus-China FTA, important indices indicate that, outside of resource and agriculture, 
Australia is unnecessarily inward-looking.23 The World Economic Forum’s (WEF) Trade Enabling Index 
is one measure that signals Australia’s decline in our trade focus. By measuring key indicators such 
as market access, border administration; regulatory environment, the WEF has demonstrated that 
Australia’s relative performance on global trade facilitation has deteriorated since 2008, with our 
ranking slipping from a peak of 14th in 2009 to a worrying 23rd in 2014.24 This has, in large part, 
been due to the government’s willingness to grant industry assistance as a protectionist measure 
against global forces. Indeed, in 2011-12, the Productivity Commission found that the government 
spent a gross figure of $13.2 billion on industry assistance, particularly in areas such as car 
manufacturing.25 Not only has this bred a lack of innovation with industries becoming assistance-
dependent, but it has drawn away vital capital for government activities that could potentially 
enhance innovation. 

It is therefore important for Australia to focus on trade and innovation, and the interconnections 
between these two concepts, as key drivers of productivity and economic growth. This essay will 
argue that trade will aid Australia’s innovation system in three key areas; skills transfers, increased 
export and import competition, and foreign investment and technology flows. 

Skilled migrant labour 

It is widely recognised that innovation occurs through highly skilled, creative and motivated 
people.26 In Australia, incorporating talented individuals into the workforce through service trade to 
boost the quality of human capital, and therefore our capacity to innovate, is an essential aspect of 
remaining globally competitive. As the 2013 Australian Innovation System Report (AISR) contends, 
‘more investment in human capital can enhance Australia’s national skills base and make more firms 
innovation-ready.’27 This is particularly true in the case of attracting skilled migrants, which lower 
the costs of training and procurement of international knowledge flows, and allow wide-ranging 
skills – from technical to management – to be put to an innovative use. Skilled migrants also offer 
opportunities to expand what the AISR terms, ‘the depth and breadth of international economic and 
social engagement.’28 These advantages have been made readily accessible with the increases in 
globalisation and technology, which have substantially increased the mobility of people and talent – 

                                                 
23

 World Economic Forum, Trade Enabling Index, 2014. 
24

 Ibid.  
25

 Productivity Commission Research Report, Public Support for Science and Innovation, March 2007, p.2. 
26

 Boston Consulting Group report, Ahead of the Curve: Lessons on Technology and Growth from Small Business 
Leaders., 2013, p. 37. 
27

 Australian Government, Department of Industry Report, Australian Innovation System Report 2012, 
http://apo.org.au/node/36450, 2013, (Accessed 18 September 2014), p.33. 
28

 Australian Innovation System Report 2012, p.54. 

http://apo.org.au/node/36450
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a notion realised at an early stage by the Sillicon Valley, which is home to twice as many skilled 
migrants as anywhere else in the US.29 

    There is an undoubted need for Australia to exploit trade linkages to facilitate our access to the 
global talent pool, particularly in the area of science and technologies. Framed by the government’s 
deficit approach to ‘live within its means,’ Australia currently has a below average expenditure on 
education as a percentage of GDP compared with other OECD countries.30 This decline reflects a 
broader decline in enrolments and reduced numbers of graduates of key science, technology, 
engineering and maths (STEM) skills, which are a critical input for innovative businesses and the 
economy’s productivity as a whole. Between 1964 to 2005, improvements in the use of capital and 
labour, largely underpinned by STEM proficiency, were responsible for 65% of economic growth per 
capita.31 Drawing upon this import, Professor Ian Chubb in his address to the Ambassador’s 
Innovation Roundtable earlier this year, argued that “STEM skills are critical to the management and 
success of competitive firms…they are the lifeblood of emerging knowledge-based industries" . 
Moreover, innovative Australians are deciding to develop their ideas overseas, with a reported 8,000 
Australian firms currently operating in the Silicon Valley alone.32 Therefore, with this purported 
‘brain drain’ as well as reduced educational spending and focus on STEM education that directly 
enhance our innovation capacity, Australia needs to exploit the trade-related opportunities to skill-
up our labour force. 

   A key mechanism by which to achieve this is to improve educational linkages to allow a larger pool 
of knowledge and expertise in Australia’s innovation system. Australia’s geographical proximity to 
the booming Asian region as well as fact that it is the country with the third highest tally of top 100 
universities in the world,33 places it in a unique position to tap into the increased mobility of 
international researchers and smart, technologically savvy tertiary students. In reporting on this, the 
AISR argued that, ‘International education…warrants particular attention for its distinct implications 
for the national innovation system.’34 Indeed, Australia’s 6% of the international student market 
(figure 4),35 has two pivotal implications for innovation. Firstly, it will promote ‘people-to-people’ 
networks and cross-cultural experiences that will allow Australian businesses and researchers the 
benefit of having students likely return as skilled migrants after their education, thereby rendering 
them a valuable skilled input into the innovation system. Secondly, the higher-than-average income 
generated from international students’ fees has allowed Australian education institutions to develop 
better facilities and research programs. Thus, with international education activity contributed $15 

                                                 
29

 Vivek Wadhwa, ‘Open Doors Wider for Skilled Immigrants’, Bloomberg, 3 January 2007, 
www.businessweek.com/stories/2007-01-03/open-doors-wider-for-skilled-immograntsbuisnessweek-
business-news-stock-market-and-financial-advice, (Accessed 11 September 2014).  
30

 Organisation of Economic Development, Economic Survey of Australia 2012, ; COAG Reform Council, 
Seamless National Economy: Report on Performance, 2012, COAG Reform Council, Sydney, p.39. 
31

 Productivity Commission, ‘Public Support for Science and Innovation’, Research Report, 2007, p.65. 
32

 The Hon. Andrew Robb, Minister for Trade and Investment, Speech, ‘Innovation and the digital economy’, 
Australian Government, delivered 15 February 2014, p.2. 
33

 Ibid.  
34

 Australian Innovation System Report 2012. 
35

 Australian Bureau of Statistics, ‘International Students in Australia’, Australian Social Trends 2007, p.1; 
Organisation of Economic Development, Education at a Glance: OECD Indicators, 2006, p.i.  

http://www.businessweek.com/stories/2007-01-03/open-doors-wider-for-skilled-immograntsbuisnessweek


The Impact of Trade on Innovation and Entrepreneurship in Australia in the 21st Century  

Global Voices WTO Youth Delegation 

Tiernan Christensen (National Scholarship Recipient) 

 
Page 10 

 

  

billion in export income to the Australian economy in 2012,36 educational linkages will continue to 
improve Australia’s capacity to innovate. 

Figure 4: International Student Enrolment in Australia: 1994-2009 

 

Source: http://www.austrade.gov.au/Education/Student-Data/2007#.VCWKgcKUdNQ 
 

Whilst trans-border educational flows are important, the ability of trade agreements to allow for the 
free movement of highly-skilled labour from the US and Asia will have a significant impact on our 
innovation system. Since the conclusion of the AUSFTA in 2005, a clear framework has been 
established that reduces the obstacles faced by the flow skilled workers and innovative firms. A clear 
case in point is the establishment of the San Francisco-based global tech company, Uber, which was 
established in Sydney in 2012 to allow users to order a taxi via iOS and Android applications.37 
Spearheading Uber’s expansion in Australia is American, David Rohrsheim, educated at Stanford 
University with extensive experience in the Silicon Valley as a Venture Capitalist. In the space of two 
years, Uber has begun to alter the way that people order taxis and private drivers in five Australian 
cities – a process that has led many tech experts to praise Uber’s ability to deepen the skills and 
knowledge of Australia’s relatively small tech-industry.’38  In other cases, the Aus-China FTA, 
currently in its 19th round of negotiations, will see both countries are aiming to build upon their 2007 
Memorandum of Understanding39 to ease costs and regulatory barriers to the flow of skilled 
workers. If the FTA is concluded, it is likely that provisions which promote the mutual recognition of 

                                                 
36

 Australian Bureau of Statistics, Measuring Australia’s Progress, cat. no. 1370.0. 
37

 Ben Hurley, ‘Uber joins growing battle for taxis’ future’, Financial Review, 13 June 2014, p.1. 
38

 Ibid.  
39

 Australian Prudential Regulation Authority, ‘Memorandum of Understanding’, 2007, 
http://www.apra.gov.au/AboutAPRA/Documents/MoU-Hong-Kong-Insurance-Authority-NO-CONTACTS.pdf 
(Accessed 7 September 2014), p.17. 

http://www.austrade.gov.au/Education/Student-Data/2007#.VCWKgcKUdNQ
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qualifications of professional services will allow skilled Chinese mining engineers to help Australia 
maximise the economic gains from the final boom in Australia’s resource sector. 

Australia’s capacity to innovate also lies in our capacity to learn from maintaining linkages with the 
outward flow of Australian’s who engage in innovative research, work, and study abroad, thereby 
decreasing the negative impacts of the so-called ‘brain drain.’ A pertinent example is the 
development of the not-for-profit organisation, Advance, which is designed to maintain local links 
with Australian innovators who are dispersed around the globe. Indeed, an estimated 1 million 
Australians currently work overseas and Advance is attempting to create an interactive online forum 
that allows Australian’s to share knowledge and business ideas, despite the geographical distance.40 
In a recent example, Advance published the innovation success story of Sally Paridis, founder of 
CoClear, a technology startup based in New York, which allows corporations to keep track of their 
carbon footprint.41 Paridis’ advice for establishing a tech startup in the US is a clear example of how 
cross-border knowledge flows and collaborations can increase the efficacy of Australia’s innovation 
system. 

Increased competition through exports  

Increased engagement with trade will create greater competition in key Australian industries as 
cheaper, innovative imports from Australia’s trading partners raise the attractiveness of foreign 
goods and services. Exposing Australia to greater competition has, in large part, been due to 
advances in ICT and efficiencies in production and logistics, which disrupt traditional exporting 
sectors, whilst exposing previously insulated sectors to trade. This technological uptake has resulted 
in the rise of global value chains, which means that 70% of global trade is now in intermediate goods 
and services and capital goods.42 How Australia will compete and specialise within this global value 
chain has been the subject of numerous public and private sector reports, which together view 
innovation as the key mechanism through which Australia can remain competitive and find new 
sources of growth as commodity prices and investments in resources normalise.43  

Mining  

Over the past decade, the mercurial growth of trade in the natural resources market, and 
competition for those resources, has forced Australian mining companies to demonstrate innovative 
techniques to increase the attractiveness of their products. In its 2010 report, Trade in Natural 
Resources, the WTO highlighted that the total value of world trade in natural resources was US$ 3.7 
trillion in 2008, with 21 top exporters (of which Australia is one) accounting for 81% of the world’s 
natural resource shipments.44 Whilst Australia’s natural endowment in key resources such as iron 
ore, natural gas and Uranium lend itself to having a comparative advantage in these areas, stiff 

                                                 
40

 Samantha Banfield, ‘Australians Abroad: Preliminary findings on the Australian Diaspora’, 
http://advance.org/australians-abroad-preliminary-findings-on-the-australian-diaspora/#sthash.NirIynrx.dpuf, 
2012, (Accessed September 12 2014). 
41

 Erin Tennant ‘Helping corporations become more efficient with an app,’ http://advance.org/articles/helping-
corporations-become-more-efficient-with-an-app/ 2014, (Accessed September 15 2014).  
42

 Australian Innovation System Report 2012. 
43

 McKinsey and Company, Compete to Prosper: Improving Australia’s global competitiveness, 2014, p.27. 
44

 World Trade Organisation, Trade in Natural Resources, World Trade Report 2010, p.2. 

http://advance.org/australians-abroad-preliminary-findings-on-the-australian-diaspora/%23sthash.NirIynrx.dpuf
http://advance.org/articles/helping-corporations-become-more-efficient-with-an-app/
http://advance.org/articles/helping-corporations-become-more-efficient-with-an-app/
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competition in world markets has created a clear ‘innovation incentive’ for Australian companies to 
remain leading exporters. 

The ability of Australian mining companies to capture the full breadth of the mining boom has been, 
in large part, due to its innovative activities. Indeed, the Pilbara region in North Western Australia 
has become renowned for companies such as BHP Billiton and Rio Tinto using the area to undertake 
improved methods of production and transportation. In BHP’s case, it is moving toward what it calls 
‘next generation mining’45 with the development of innovative methods, foremost of which has 
been the use of remote monitoring and robotics. In July 2013, BHP opened their Integrated Remote 
Operations Centre (IROC) in Perth, which included world leading remote monitoring technology, 
including Productivity Visibility Tool, which gives the company an entire system overview of the Iron 
Ore network.46 Allowing their Iron Ore network to be centrally controlled is an innovative step which 
is projected to increase their output to 220 million tonnes per year.47 In other areas, Rio Tinto has 
improved transportation lags and labour costs with the development of driverless trucks since 2012. 
With a current fleet of 53 trucks, the company is setting in tonnes of material moved each year with 
CEO Sam Walsh commenting, ‘trucks have significantly enhanced haul cycle times, extended tire life, 
reduced fuel usage and lowered maintenance costs.”48 Clearly, competition pressures through trade 
have prompted the mining industry to capitalise on their competitive advantage through innovation.  

Agriculture  

Australia’s agricultural sector has been significantly impacted by trade competition, which has forced 
Australian producers to develop innovative products and systems to remain attractive on a world 
stage. Global trade in agriculture has been at the forefront of trade issues, particularly as TPP 
negotiations continue to struggle over ‘market access’ provisions in Asia,49 and the Doha Round of 
WTO limps toward the conclusion of a Trade Facilitation Agreement (TFA) which, among other 
advancements, will prioritise custom clearances for perishable agricultural produce.50 Against this, 
Australia has continued its role as world leader as a net agricultural exporter with agricultural 
exports accounting for 15.5% of Australian merchandise exports in 2012-2013, particularly in the 
areas of wheat, beef and cotton.51 However, the quality and general attractiveness of these exports 
has come under increasing pressure and competition as current Australian FTA’s such as the Aus-US, 
the Aus-Korean, and those which are in their final negotiations such as the Aus-China and the TPP, 
pit Australian producers directly against global competition. As Barnaby Joyce, Minister for 
Agriculture, commented at the Budget Breakfast in 2014, ‘We have to make sure that our product 
stands next to alternate product and wins.’52 This is increasingly relevant as demand for agricultural 
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products grows strongly with the exponential rise of the Asian middle class. Thus, with a litre of 
Australian milk currently fetching $7-$9 Australian dollars on the shelves of Chinese supermarkets, it 
is left to the innovative capacities of producers to remain at the forefront of the global market.  

Agricultural producers have not shirked away from a need to innovate in the face of trade 
competition. The agriculture sector is relying on R&D and collaborations in sciences to produce 
innovations that allow exporting producers to take full advantage of reduced agricultural import 
tariffs under key bilateral and region FTA’s, such as the two third reduction under the AUSFTA.53 In 
the dairy industry, Dairy Innovation Australia (DIAL) has created what its 2013 annual report terms 
as a ‘critical mass for innovation…bringing the best science to bear on the needs of the dairy 
industry.’54 Importantly, this has seen a $12 million ‘Dairy Innovation Hub’ created in collaboration 
with Melbourne University will deliver a range of technologies in the dairy processing that aim to 
maintain our ‘clean green’ reputation for high-quality, pasture-fed dairy. In other areas, Australia has 
produced new-to-the-world innovations that have sustained the life of crops and animals, improved 
their quality in the process. Indeed, in a collaborative effort between the Asia-Pacific Centre for 
Health at the University of Melbourne and Australian company Bioproperties developed a novel 
vaccine called Vaxsafe, which is used to combat two common causes of respiratory disease in 
poultry, thereby preventing significant costs on traditional antibiotics. Trade competition is thus 
clearly pivotal to agricultural innovation.  

Foreign investment flows 

Trade linkages increase the attractiveness of Australia as a destination for foreign investment, which 
in turn provides vital capital and technology flows into innovative Australian sectors. In 2013, 
Australia was the 9th largest destination for global foreign direct investment (FDI) accounting for 
almost 3.5% of global flows with approximately $115 billion. Whilst this reflects Australia’s 
attractiveness as a business destination, it more importantly demonstrates that, as a country, our 
willingness to engage in FTA’s has lifted regulatory thresholds and government interference which 
often deter foreign investors. Under the AUSFTA, for example, a non-government US investor can 
invest in Australian assets to a value of one billion dollars without any government regulatory 
approval - a large factor that has contributed to the total of US$618 billion in American investments 
in Australia.55 Increasing trade will also allow overseas venture capital funds to make inroads into 
the critically under-funded venture capital activity which receives four times less domestic 
investment, per capita, than the US with a mere US$ 4.5 billion.56 Thus, at a time when the 
government has critically reduced its focus on innovation investment, trade linkages will continue to 
attract investment in innovation. 

There have been significant success stories, which have seen FDI deepen Australia’s capacity for 
innovation. These include;  

• The collaboration between US private equity firm Paine & Partners and Costa Group, 
Australia’s largest private producer, marketer and exporter of fresh fruit and vegetables. This 
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has allowed Costa Group to grow its sales to over $600 million in 2011 alone through 
innovation, particularly in the area of biodegradable packaging.57

 

• The establishment of the Beijing Australia Agricultural Resource Cooperative Development 
Fund, which is investing around $3 billion in capital in various Australian agricultural 
projects, including in dairy, particularly infant formula, beef, lamb, seafood and other 
products.58

 

• Large US biomedical company, Amgen, investing $35 million of its annual R&D budget in 
Australia to enable it to run extensive clinical trials.  

• Boeing’s investment in a new R&D facility in Port Melbourne, Victoria has allowed 
Australia to directly contribute to the global value chain for the 787 plane by specialising 
in the manufacture of the moveable components in the 787’s wing. 

Conclusion  

 
It is clear that trade can have a substantial impact on the effectiveness and competitiveness of 
Australia’s innovation system. Viewing the connection between trade and innovation, must start 
from the logical step of deconstructing the meaning and approach to ‘innovation’ itself. This paper 
has argued that by shifting the focus to both the process of invention to commercialisation, and the 
innovation ecosystem as a series of collaborations and knowledge-sharing structures, Australia can 
be seen to be performing poorly, with key commentators such as Dr. Terry Cutler seeing Australia 
slipping into a position as an ‘innovation laggard.’ 

To avoid this situation, and to maximise the economic and social outcomes that flow from 
innovation, it is clear Australian businesses and the government must adopt a more direct and 
purposeful approach to remain competitive in the global market place. As the world shifts its eyes 
towards the emerging economies of Asia, Australia’s strategic geographical position in this area will 
remain critical. Through key bilateral and pluralateral FTA’s such as the TPP and the Aus-China FTA, 
Australia will be able to position itself to attract more skilled migrant workers, to its specialisation 
and comparative advantages in traditionally competitive areas such as mining and agriculture, whilst 
attracting significant foreign investment and technological flows.  
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