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The potential economy wide benefits of an Australia-China free trade agreement are enormous.  But so 
are the downsides if our negotiators are rushed by deadlines or are supine in their response to Chinese 
demands.  
  
Australia’s history of securing benefits from free trade agreements is mixed at best. The touted free trade 
nirvana with our partners never eventuates due to a myriad of behind-the-border barriers and 
protectionist measures including subsidies, licensing changes, regulatory amendments, and demands 
from customs.  Australian industry doesn’t always compete against other companies.  We also compete 
against countries. 
  
If negotiated properly, a comprehensive, balanced FTA would not only promote trade and investment but 
also advance wider economic engagement with China, which is now Australia’s leading destination for 
exports and largest source of imports. Dominated by minerals and resources, 31 per cent of our exports 
go to China.  Eighteen per cent of our imports are from there. Increasingly, even without an FTA, China 
is also playing the major role in terms of Australian business activity. Only the United States outranks 
China as the major destination for Australian businesses operating overseas. This includes exporters of 
manufactured goods and services suppliers. Surveys show, the majority of Australian international 
businesses intend to increase their future involvement with China. 
  
At the same time, Australian businesses continue to find it difficult to do business in China. To be of any 
value, a comprehensive FTA should address major regulatory and transparency issues faced by 
business when seeking to set up or operate in China. Protection of intellectual property and a 
transparent dispute settlement process are also essential. 
  
Agriculture and agri-business will clearly be the biggest potential winners from any FTA. China’s growing 
middle class with its changing diets and habits will ensure that. But a well-negotiated FTA should go 
beyond the agricultural sector and secure benefits for the full range of Australian industry. 
  
Around a quarter of Australian international businesses are involved in international supply chains and 
China figures large in the majority of these. Many of the manufactures imported from China are 
components for goods ultimately produced in Australia. For a ready supply of components, fast, easy 
and cost-effective procedures are needed at the export end, as much as at the receiving end. Business 
services, transport and logistics also play an important roles in supply chains. The FTA must progress 
and foster the interests of the variety of industries contributing Australian value-added along global 
supply chains. 
  
With the abolition of tariffs, many Chinese imports will become 5% cheaper in the domestic market and 
further challenging the competitiveness of locally produced goods. For businesses operating on an 
already small margin, this will mean further potential erosion of their local market. If not negotiated with 
sensitivity, the FTA could spell the end for many Australian businesses already stretched by Australia’s 
high costs.  
  
China’s increasing appetite for investment in Australia is not Australia’s only bargaining chip in the FTA 
negotiations. Despite a perception that Chinese investment is rising at a great pace, Chinese investment 
in Australia declined by 10% during 2013, against a backdrop of an overall global increase in Chinese 
outbound investment during the year.  The downward trend for new mining investments continued in 
2013. Greater diversification and more private Chinese investor activity have made it more visible, in 
particular Chinese investment in commercial real estate. Residential properties are also in demand by 
Chinese permanent residents and by long-term students. It is Victoria, not the agriculture or resource 
rich states, that is the leading destination for Chinese investment in Australia. Chinese investors 
currently own less than one per cent of Australian farmland. 
  
Australia has much to bargain with and much more to gain. The Australia-China relationship is 
multifaceted. Not only do we need to protect and grow our largest market, China needs reliable supplies 
of minerals and fuels for its industries. We want to increase our access to the China market for 



agriculture and processed food and China needs secure sources of high quality food. We need to 
increase access to the Chinese market for our sophisticated, highly-skilled, value-adding manufacturers. 
  
Australian businesses – in agriculture, tourism, education, financial services and manufacturing – are 
well aware of the potential market access benefits of a properly negotiated FTA. But Australian 
negotiators shouldn’t fall for the trick of playing sectors off against each other or giving away our 
strengths in the name of reaching a deal for a deal’s sake.  Industry should be part of the negotiations 
and part of the settlement.  
 


