
 

 

 

21 October 2014 

 

Mr Graham Fletcher  

First Assistant Secretary  

Chief Negotiator  

China Free Trade Agreement  

Department of Foreign Affairs and Trade 

 

Australian Industry Group Submission on Australia-China Free Trade Agreement 

Dear Mr Fletcher 

The Australian Industry Group welcomes this opportunity to inform the negotiators of the 

Australia-China Free Trade Agreement about the views of Australian manufacturers. 

We submit that negotiation of the Australia-China Free Trade Agreement should only 

proceed with a thorough understanding of its full impact on the whole economy, including the 

best possible arrangements for Australian manufacturers and exporters. An Australia-China 

FTA needs to be considered in its entirety and with regard to the effects on the broader 

economy.  

We make this submission based on close engagement with our manufacturing members and 

in particular on a survey of around 160 Australian manufacturers conducted in August 2014; 

structured qualitative feedback from 90 manufacturing businesses; and detailed discussions 

with a wide variety of manufacturing businesses.   

The Submission underscores the argument that an Australia-China FTA should only proceed 

with a thorough understanding of its full impact on the broader economy and should include 

the negotiation of the best possible arrangements for Australian manufacturers and 

exporters including in the following areas: 

 

• Reductions in tariffs applying to manufactured goods imported from China should allow 

sufficient phase-out periods that give domestic businesses time to adjust. Such 

arrangements are commonly granted to producers in other countries with whom we have 

negotiated FTAs and, although to a much lesser extent, have also been negotiated to 

give some Australian manufacturers time to adjust under other FTAs;  

• Australia’s rights on anti-dumping and/or countervailing duties should not be diminished 

by an Australia-China FTA; 

• Non-tariff barriers (NTBs) and preferential treatment afforded to China’s State Owned 

Enterprises (SOEs) need to be addressed to ensure equitable treatment for Australian 

manufacturing exporters;  
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• Effective commercial safeguards in relation to intellectual property (IP) infringements are 

essential to Australia’s ongoing relationship with China; and 

• Conformity with Australian safety and quality standards needs to be strengthened and a 

process developed for legal enforcement of insurance claims and contract breaches. 

 

We trust that this report will be useful to you and your team and we look forward to further 

dialogue on the negotiations for an FTA with China. 

 

Yours sincerely 

 

Innes Willox, Chief Executive. 
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About Australian Industry Group 

The Australian Industry Group (Ai Group) is a peak industry association in Australia which along 
with its affiliates represents the interests of more than 60,000 businesses in an expanding range of 
sectors including: manufacturing; engineering; construction; automotive; food; transport; 
information technology; telecommunications; call centres; labour hire; printing; defence; mining 
equipment and supplies; airlines; and other industries. The businesses which we represent employ 
more than 1 million people. Ai Group members operate small, medium and large businesses 
across a range of industries. Ai Group is closely affiliated with more than 50 other employer 
groups in Australia alone and directly manages a number of those organisations.  

Australian Industry Group contact for this submission 

Dr Peter Burn,  Director – Public Policy                                             Ph: 02 9466 5566 

Email: peter.burn@aigroup.asn.au 
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Key points 

While there is strong recognition of the potential for overall benefits from an Australia-China Free 

Trade Agreement, Australia’s manufacturers have serious reservations that a Free Trade 

Agreement (FTA) with China will be finalised without adequate consideration given to its impacts 

on domestic manufacturing - including in relation to the opportunities for investment in and 

export to China.    

 

This Report consolidates the results of a survey of around 160 Australian manufacturers; 

qualitative feedback from 90 manufacturers in August this year and detailed discussions with 23 

manufacturing businesses in July 2014. It is also informed by earlier Ai Group submissions and 

reports on the Australia-China FTA as well as a range of secondary sources.  

 

The Report underscores the argument that an Australia-China FTA should only proceed with a 

thorough understanding of its full impact on the broader economy and should include the 

negotiation of the best possible arrangements for Australian manufacturers and exporters 

including in the following areas: 

 

 Reductions in tariffs applying to manufactured goods imported from China should allow 

sufficient phase-out periods that give domestic businesses time to adjust. Such 

arrangements are commonly granted to producers in other countries with whom we have 

negotiated FTAs and, although to a much lesser extent, have also been negotiated to give 

some Australian manufacturers time to adjust under other FTAs;  

 Australia’s rights on anti-dumping and/or countervailing duties should not be diminished 

by an Australian-China FTA; 

 Non-tariff barriers (NTBs), and the preferential treatment afforded to China’s State Owned 

Enterprises (SOEs), need to be addressed to ensure equitable treatment for Australian 

manufacturing exporters; 

 Effective commercial safeguards in relation to intellectual property (IP) infringements are 

essential to Australia’s ongoing relationship with China; and 

 Conformity of Chinese imports with Australian safety and quality standards needs to be 

strengthened and a process developed for legal enforcement of insurance claims and 

contract breaches. 
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Summary of results 

Ai Group’s survey of around 160 manufacturers found that:1 

 

 The removal of tariffs on Chinese manufactured goods under an Australia-China FTA are 

expected to negatively affect just over half (51.6%) of local manufacturers; 

 To a lesser extent, anticipated tariff removals under an Australia-China FTA are expected to 

help reduce the costs of some components and raw materials imported from China and 

improvements in access to Chinese markets are expected to increase export opportunities 

for a number of manufacturers. Accordingly, 11.2% of manufacturing respondents in the 

survey expect their business to benefit from an Australia-China FTA; 

 Reflecting the lack of detail on the breadth of application and content of any FTA with 

China, around a fifth of respondents are uncertain about how their business might be 

affected; and 

 17% of Australian manufacturers reported that they would not be affected. 

Feedback and consultations from local manufacturers conducted in July and August 2014 also 

found that businesses are considering the broader competitiveness effects from China under a 

potential Australia-China FTA. In particular, respondents noted non-tariff barriers to trade (NTBs) 

for Australian exporters and potential further dumping behaviour by Chinese manufacturers, as 

well as intellectual property (IP) infringements, may not be adequately addressed by an FTA.  

 

As shown in greater detail in the Report, the 2014 results generally mirror the findings and 

concerns raised by the manufacturing industry in Ai Group’s 2004 and 2006 surveys and 

consultations. 

  

                                                 
1
  This survey was conducted in August 2014 and the results have not been previously released. 
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Quotes from Ai Group survey and discussions 

“We manufacture plastic packaging for local manufacturers of a wide range of goods. Lower tariffs 

will mean the Chinese made goods become cheaper in Australia. This is broadly negative for 

virtually all local manufacturers.” 

– Petroleum, coal, chemical and rubber products manufacturer 

“Cheaper products coming in make our local manufactured products too expensive. This will force 

us to close down the factory and just import, resulting in the potential layoff of eight full-time 

staff.” 

– Textiles, clothing, footwear and furniture manufacturer 

“It means more cast products will be imported without an equivalent opportunity to export our 

products into China. Our business is precluded from selling into China. We have no confidence that 

an Australia-China FTA will change this.” 

– Fabricated metals manufacturer 

“Due to Australia’s high labour and local costs, it will be even harder to compete with imported 

manufactured products from China.” 

– Food and beverages manufacturer 

“The increasing import of Chinese food products will work against my business due to the low cost 

of manufacturing in China.” 

– Food and beverages manufacturer 

“Chinese imports will be cheaper causing greater competition for Australian manufacturing. Also in 

Australia importers get a credit for GST while in China importers of Australian manufactured 

products do not necessarily get the VAT credited. Not a level playing field.” 

– Machinery and equipment manufacturer 

“Chinese manufacturing costs have increased in recent years. This helped closing the gap a little 

compared to manufacturing costs in Australia. The removal of tariffs just moves the goal post back 

putting Australian manufacturers, like me, under increased competition again. Coupled with the 

current downturn there is little possibility of growing and/or investing. This means we slowly go 

downhill unable to keep competitive.” 

– Machinery and equipment manufacturer 
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“In the short term we should see a corresponding reduction in landed costs of components 

purchased but I would expect Chinese manufacturers to increase their prices over time.” 

– Machinery and equipment manufacturer 

“We have held off cheap Chinese imports until now but even we may need to buy either parts or 

even whole equipment from China to be able to compete if the tariffs are removed.” 

– Machinery and equipment manufacturer 

“Chinese imports will become cheaper due to the removal of Australian duties. Chinese products 

will still receive export subsidies from the Chinese Government for sales into Australia. However, 

China may not drop taxes, charges and duties for Australian exports into to China.” 

– Fabricated metals manufacturer 

“Cost of raw materials imported from China will be decreased. We can absorb the savings into our 

margins or pass lower costs onto customers.” 

– Fabricated metals manufacturer 

“Imported copper tube will be 5% cheaper (approximately $400-$500 per ton). This combined with 

the similar effect under the Korean FTA will put significant downward pressure on selling prices.” 

– Fabricated metals manufacturer 

“It should result in a reduction to the cost of some components that we use in production.” 

– Textiles, clothing, footwear and furniture manufacturer 

“Reduced cost associated with imports. Increased potential for exports.” 

– Textiles, clothing, footwear and furniture manufacturer 

 “The cost of raw material reductions will assist Australian manufacturing.” 

– Petroleum, coal, chemical and rubber products manufacturer 

“Price is sensitive in China so anything helps. We export to China.” 

– Petroleum, coal, chemical and rubber products manufacturer 

“We could lose business and be forced to lay off staff.” 

– Petroleum, coal, chemical and rubber products manufacturer 
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“The existing Australian import tariffs on Chinese made goods do not compensate for the 

Australian workers compensation and WHS laws Australian manufacturers need to comply with.” 

– Machinery and equipment manufacturer 

“Many Australian based multinationals require offshore sourcing for large project tenders. Even if 

we keep project management, assembly, and design practices in Australia, the removal of tariffs 

erodes viability of the Australian manufacturing sector.” 

– machinery and equipment manufacturer 

“Our biggest competitors are Australian companies who send our products to China for ‘reverse 

engineering’ and import them back into Australia. There is sufficient differentiation to prevent any 

action being taken or any chance of a patent defence success being likely. The removal of tariffs 

will seriously damage our business further” 

– Machinery and equipment manufacturer 

“Who will actually benefit from this kind of exercise? What are the ‘sensitive’ manufactured items 

that will continue to be protected, albeit temporarily?” 

– Machinery and equipment manufacturer 

“This proposal removes the questions of which import tariff applies. Standards are no longer a 

barrier as China has developed its own in this field.” 

– Textiles, clothing, footwear and furniture manufacturer 

“What about IP protection for leakage of technology from the industrial sector to China?” 

– Fabricated metals manufacturer 
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Background 

On 18 April 2005, Australia and China started negotiations on a Free Trade Agreement (FTA) 

following the consideration of a joint FTA Feasibility Study in March 2005. The Feasibility Study 

concluded that overall, an Australia-China FTA would bring significant economic benefits for both 

countries.  

 

Some of the key benefits of an Australia-China FTA highlighted by the Australian Government 

include: 

 

 The removal or reduction of the tariff and non-tariff barriers affecting trade of goods 

which could reduce transaction costs and improve efficiency; 

 The reduction or removal of regulatory barriers on services provisions which could improve 

trade flows across goods and services to both countries; and 

 Measures to encourage more foreign investment between Australia and China, providing a 

firm foundation for the future economic relationship. 

However, the breadth of application and content of any FTA are inherently complex. These include 

tariffs and quotas on agricultural and manufactured goods, services, temporary entry of people 

and foreign investment. As a result, the negotiations for an Australia-China FTA remain ongoing 

and the two countries have just concluded the twenty-first round in Beijing in early September 

2014. 

 

It is also important to recognise that an Australia-China FTA may not affect all Australian 

stakeholders equally given the natural concessions and trade-offs surrounding the negotiations of 

any FTA. Despite Australia’s relative openness towards imports from other countries, the World 

Economic Forum’s (WEF) 2014 Global Enabling Trade Report found that Australian exporters enjoy 

less preferential access to overseas markets compared with many other countries. Recent 

research by HSBC also showed that half of the Australian businesses surveyed had limited or no 

understanding of one or more of Australia's existing FTAs due to complexity of trade terms, a lack 

of understanding of benefits, and deals with non-strategic markets. These results underscore the 

importance of negotiating the best possible arrangements for Australian exporters in FTAs and 

other international trade negotiations, including the current Australia-China FTA.  

 

Ai Group has been actively involved in the Australia-China FTA negotiations since 2004. In addition 

to the 2014 survey and discussions, Ai Group has conducted various research analysis and 

consultations with industry members over the past decade to help assess potential benefits and 

risks associated with an Australia-China FTA. Some of these findings are published formally as 

research reports or submissions to the Australian Government. These include: 
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 a survey of 848 local manufacturers and detailed discussions with 50 companies that are 

captured in the report “Australian Manufacturing and China: Opportunities and 

Challenges” published in August 2004; 

 a formal submission by Ai Group to the Department of Foreign Affairs and Trade (DFAT) in 

July 2004; and 

 a detailed survey of 700 Australian manufacturers and the subsequent report “Australian 

Manufacturing and China: Deepening Engagement” published in August 2006. 
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Australia’s global trade competitiveness 

According to the latest World Economic Forum’s (WEF) 2014 Global Enabling Trade Report (see Ai 

Group’s summary on this report), Australia ranked 18th in 2014 globally with regard to access to its 

domestic market (i.e. imports into Australia).2  

 

In terms of tariffs applied on imported goods, Australia’s global ranking has improved significantly 

over the past six years, from 86th in 2008 to 37th in 2014 (Chart 1). This mainly reflected a large 

reduction in the trade-weighted average applied tariff rate on goods that are imported into 

Australia, from 9.4% in 2007 to 2.5% in 2013.3 This result indicates that Australia has become more 

open to international trade over this period and it has become cheaper to import goods into 

Australia. 
 

Chart 1: Import tariffs, Australian rate and ranking 

 

Sources: WEF Global Enabling Trade Report, Ai Group. 

 

  

                                                 
2
  The survey has been bi-annual since 2010. 

3
  Trade-weighted average applied tariff rate (%) is calculated as a trade-weighted average of all the applied tariff 

rates, including preferential rates that a country applies to the rest of the world. The weights are the trade 

patterns of the importing country’s reference group. An applied tariff is a customs duty that is levied on imports of 

merchandise goods. Australia’s 2014 global ranking for this measure is based on its 2013 trade-weighted average 

applied tariff rate based on data from the International Trade Centre (ITC). This rate differs from the listed tariffs in 

Table 2, which only include rates applied to MFNs. 

http://www.aigroup.com.au/portal/binary/com.epicentric.contentmanagement.servlet.ContentDeliveryServlet/LIVE_CONTENT/Publications/Reports/2014/Economics/Summary%2520of%2520WEF%2520Global%2520Enabling%2520Trade%2520Report%25202014.pdf
http://www.aigroup.com.au/portal/binary/com.epicentric.contentmanagement.servlet.ContentDeliveryServlet/LIVE_CONTENT/Publications/Reports/2014/Economics/Summary%2520of%2520WEF%2520Global%2520Enabling%2520Trade%2520Report%25202014.pdf
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Meanwhile, Australia’s global ranking on the complexity of its tariffs has also improved from 52nd 

in 2009 to 43rd in 2014.4 In particular: 

 

 Australia ranked 7th globally in relation to its tariff dispersion (standard deviation). The 

index for this measure indicates that there are only moderate differences in tariffs across 

product categories in Australia’s tariff structure;  

 On the other hand, Australia only ranked 71st on the specific tariffs indicator in 2014, down 

from 53rd in 2009 (see Chart 2). A specific tariff is a tariff rate charged on fixed amount per 

quantity, as opposed to ad valorem or value based. Although only 0.3% of Australia’s total 

number of tariff lines attracts a specific tariff in 2014, other countries have an even smaller 

proportion of product lines that a specific tariff applies; 

 Australia also ranked only 58th in 2014 in terms of the number of distinct tariffs it has. 

Although there were only 21 such distinct tariffs in Australia in 2013, other countries had 

even fewer number of distinct tariffs. 

Chart 2: Selected tariff related indicators, Australian ranking 

 

Sources: WEF Global Enabling Trade Report, Ai Group. 

 

Australia ranked 76th in terms of the share of its total imports that are duty-free in 2014, down 

from 54th in 2008.5 Although many other countries had a higher proportion of their imports that 

                                                 
4
  This measure is calculated as the average of: Tariff dispersion, Specific tariffs and Number of distinct tariffs. 

5
  This indicator measures the share of trade, excluding petroleum, that is imported free of tariff duties, taking into 

account MFN tariffs and preferential agreements. 
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were duty-free, 58.2% of Australia’s total imports did not attract any duties in 2013, a large 

improvement from 55.6% in 2012. 

 

In contrast to Australia’s relative openness to imports, Australian exporters enjoy less preferential 

‘foreign market access’ compared to other countries. In terms of tariffs applied on Australian 

exports, Australia’s global ranking has fallen from 12th in 2009 to 127th in 2014.6 Although the 

trade-weighted average tariff rates faced by Australian exporters declined marginally over this 

period, exporters from other countries have enjoyed an even greater reduction in the average 

custom duties levied by their destination country on imports over this period, and so Australia’s 

relative ranking has fallen. 

 

Similarly, Australian exporters have benefited from relatively fewer tariff preferences in 

destination markets over the past five years, with the relevant ranking falling from 19th in 2009 to 

136th in 2014.7 This measure indicates that compared to many other countries, Australian exports 

have not been able to access lower tariffs than the most-favoured nation (MFN) rates (i.e. WTO 

member rates) during this period (for example, through ‘most advantageous’ preferential duty 

status or special treatment under FTAs). 

 

In short, therefore, in the recent past, Australia has opened its markets to other countries to a 

much greater extent that it has been able to secure more access for domestic producers to 

markets abroad. 

 

These results underscore the importance of negotiating the best possible arrangements for 

Australian exporters in FTAs and other international trade negotiations in return for the significant 

improvements in access to our domestic market that we are prepared to grant to producers in 

other countries. Tariff arrangement proposals should be assessed on their own merits but also in 

terms of their relativity to the tariff arrangements being offered to other trade partners. 

 

 

  

                                                 
6
  This indicator is calculated as the trade-weighted average of the applied tariff rates, including preferential rates 

that the rest of the world applies to each country. The weights are the trade patterns of the importing country’s 

reference group. As a result, a country’s international trade profile can have a large impact on the results, 

especially when one country only exports to one other nation and receives the most preferential tariff treatment. 
7
  Similar to “tariff faced”, this measure can also be significantly affected by a country’s trade pattern. 
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An overview of trade between Australia and China  

China has experienced tremendous economic growth over the past two decades. Over that time, 

China has become Australia’s largest two-way trading partner and is vital to Australia’s future 

economic prosperity. According to data from the ABS and the Department of Foreign Affairs and 

Trade, two-way trade between Australia and China has grown by 77% since 2009 and amounted to 

A$150.9 billion in 2013 (see Table 1). This made up almost a quarter (23.3%) of Australia’s total 

two-way trade with the world and was more than double the value of two-way trade between 

Australia and Japan (our 2nd biggest two-way trading partner) in 2013. Of the A$150.9 billion trade 

occurred between Australian and China in 2013, 94% (or A$142.0 billion) were goods. Services 

made up only 6% (or A$9.0 billion) of the two-way trade by value (see Table 1).  

 

Table 1: Australia's Top 10 Two-Way Goods & Services Trading Partners, 
2013(a)(b)(c) (A$ million) 

   Goods Services Total % share 

Rank Total two-way trade 523,054 124,769 647,823 100.0 

1 China 141,959 8,960 150,919 23.3 

2 Japan 66,455 4,298 70,753 10.9 

3 United States(d) 36,333 18,381 54,714 8.4 

4 Republic of Korea 29,766 2,321 32,087 5.0 

5 Singapore 18,595 8,492 27,087 4.2 

6 New Zealand 14,797 6,757 21,554 3.3 

7 United Kingdom 10,055 9,830 19,885 3.1 

8 Thailand 16,303 3,243 19,546 3.0 

9 Malaysia 14,761 3,128 17,889 2.8 

10 Germany 13,363 2,759 16,122 2.5 

(a) All data is on a balance of payments basis, except for goods by country which are on a recorded trade basis. 

(b) Excludes selected confidential export commodities from June 2013 onwards for Singapore and Malaysia. 

(c) Excludes selected confidential import commodities (mainly aircraft) except for the United States (see footnote (d)). 

(d) Based on unpublished ABS data and includes confidential import items. 

Sources: Based the DFAT STARS database and ABS Cat. 5368.0.55.004 and unpublished ABS data. 

 

In 2013, Australia exported A$101.6 billion worth of goods and services to China. This was 

equivalent to almost a third (31.9%) of Australia’s total exports to the world (A$318.5 billion). 

Meanwhile, Australia imported $49.3 billion of Chinese goods and services in 2013, making up 15% 

of Australia’s total imports from the rest of the world (A$329.3 billion). 
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Among the goods exported from Australia to China in 2013 (valued at A$94.7 billion in total), the 

majority was resource related: 

 

 Iron ores and other mineral concentrates accounted for A$52.7 billion (55.6%); and 

 Coal made up A$9.1 billion (9.6%), while gold exports were worth A$8.1 billion (8.5%). 

Meanwhile, Australia imported A$47.3 billion worth of goods from China in 2013, almost all of 

which were manufactured.8 To put these numbers into some perspective, the Australian 

manufacturing industry recorded output volumes (real valued added) of A$102.7 billion in 2013 

and generated nominal sales revenue of A$361.2 billion (ABS data). In addition, recent analysis by 

the Reserve Bank of Australia (Manalo et al. 2014) showed that in 2009-10, import competition 

made up of just over a third (34.5%) of total manufactured goods that were available for sale in 

Australia, while 15% of Australian manufacturing industry’s local production in 2009-10 was 

imported components. 

 

Table 2: Australia’s Top 10 Goods Imported from China, 2013 

Product category Value (A$ million) Share of total (%) 

Telecom equipment & parts 4,903 10.4 

Computers 4,648 9.8 

Furniture, mattresses & cushions 2,026 4.3 

Prams, toys, games & sporting goods 1,675 3.5 

Other textile clothing 1,491 3.2 

Women’s clothing (excl. knitted) 1,166 2.5 

Plastic articles 1,106 2.3 

Footwear 1,063 2.2 

Iron, steel, aluminium structures 1,056 2.2 

Household-type equipment 949 2.0 

Top 10 20,083 42.5 

Total goods imported from China 47,250 100.0 

Sources: Based on the DFAT STARS database and ABS Cat. 5368.0 (March 2014), 5368.0.55.004 and 

unpublished ABS data. 

 

Among the top 10 goods imported from China (see Table 2): 

 

 Machinery and equipment accounted for a substantial share of these imports. Among this 

category, telecommunication equipment and parts made up 10.4% of total goods imports 

                                                 
8
  International Trade Centre (ITC), Trade Map – International Trade Statistics, based on UN COMTRADE statistics, 

http://www.trademap.org/tradestat/Bilateral_TS.aspx, accessed 22
nd

 September 2014. 

http://www.trademap.org/tradestat/Bilateral_TS.aspx
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from China, while computers accounted for 9.8% and household-type equipment made up 

2.0%. 

 Textile and clothing (5.7%), footwear (2.2%) and furniture (4.3%) also occupied a large 

share of goods that were imported from China; and 

 Metal products such as iron, steel and aluminium structures made up 2.2% of Chinese 

goods imports. 
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Current duties on manufactured imports from China 

Australian importers are legally obliged to self-assess the tariff classification of their goods and pay 

the relevant duties under the Customs Tariff Act 1995. As a member of the World Trade 

Organization (WTO) since 1995, Australia grants Most Favoured Nation (MFN) status to other WTO 

members. This means more favourable tariffs or import quotas compared to non-WTO nations.9 

Data from the WTO showed that Australia’s tariffs on manufactured imports from WTO members 

ranged from zero to a maximum of 10% ad valorem (i.e. according to transaction value) in 2012 

(see Table 3).10  

 

An average duty of 2.9% ad valorem was applied to non-agricultural goods imported from WTO 

members in 2012, while an average MFN tariff of 2.7% was applied to all goods imported into 

Australia.11 Just under half (45.9%) of the non-agricultural product lines were duty-free in 2012, 

although the proportion of duty-free product lines varied significantly across categories. For 

example, only 8.1% of clothing product lines were duty-free in 2012, while over 40% of machinery 

product lines did not attract any import tariff (see Table 3). 

 

Given China has been a WTO member since 2001, imports from China qualify under Australia’s 

duties for MFNs. In addition, China is eligible for preferential tariff rates given its Developing 

Country status under the Australian System of Tariff Preferences. In Part 4 of Schedule 1 to the 

Customs Tariff Act 1995, China is classified as a Developing Country that is subject to “DCS” rates 

of duty. This means certain imports from China attract an even lower tariff compared to the MFN 

duties, although the existence and degree of concession depend on the exact classification of the 

relevant product. 

 

For example, medical adhesive dressings or bandages imported from China are duty-free because 

of China’s DCS status. A general import duty of 5% ad valorem (i.e. according to transaction value) 

applies for such imports from other WTO members that do not qualify for special rates. 

Meanwhile, electrical lamps imported from China attracts a lower DCS duty of 4% ad valorem, 

compared to a general tariff of 5% ad valorem. 

 

However, most manufactured imports into Australia do not attract preferential rates. For example, 

hair shampoo imported from China draws a general import duty of 5% ad valorem despite of 

                                                 
9
  Most-favoured nation (MFN) tariffs are the standard rates charged on imports from all WTO members, excluding 

preferential rates, or lower rates charged within quotas. 
10

  As from 1 January 2010, the rate of customs duty applicable to almost all textile, clothing and footwear (TCF) 

goods (with the exception of clothing and finished textiles) is 5%. The rate of customs duty on the remaining 

Clothing, finished textiles and household textiles will be reduced to 5% from 1 January 2015, as the final part of the 

Australian Government's long term phasing down of TCF duty rates. 
11

  A weighted average MFN duty of 2.5% ad valorem was applied to non-agricultural and all imports in 2011 (World 

Trade Profiles 2013). 



Australia-China Free Trade Agreement 
 

 

 18 

China’s DCS status. This is because no favourable tariff rates exist for this product category (except 

for countries that have an FTA with Australia). Meanwhile, a general 5% ad valorem duty applies 

to bumpers, radiators and clutches used in passenger motor vehicles that are imported from 

China. 

 

Table 3: Australia MFN Applied Duties on Imports, 2012* 

 
Simple Average Maximum Duty-free^ 

Product groups % % % 

Sugars and confectionery 1.8 5 61.8 

Beverages & tobacco 3.5 5 29.6 

Minerals & metals 2.7 5 45.4 

Chemicals 1.8 10 63.7 

Wood, paper, etc. 3.3 10 33.4 

Textiles# 4.3 10 16.2 

Clothing# 8.9 10 8.1 

Leather, footwear, etc.# 4.2 10 17.0 

Non-electrical machinery 2.9 5 42.9 

Electrical machinery 2.9 5 41.8 

Transport equipment 3.3 5 34.0 

Manufactures, n.e.s. 1.3 5 73.1 
    

Agricultural 1.2 28 77.0 

Non-Agricultural 2.9 10 45.9 
    

All imports 2.7 28 50.3 

*  Most-favoured nation (MFN) tariffs are the standard rates charged on imports from all WTO members, 

excluding preferential rates, or lower rates charged within quotas. 

^ Share of duty-free Harmonised System (HS) six-digit subheadings in the total number of subheadings in the 

product group. 

#
 As from 1 January 2010, the rate of customs duty applicable to almost all textile, clothing and footwear (TCF) 

goods (with the exception of clothing and finished textiles) is 5%. The rate of customs duty on the remaining 

Clothing, finished textiles and household textiles will be reduced to 5% from 1 January 2015, as the final part of 

the Australian Government's long term phasing down of TCF duty rates. 

Source: World Tariff Profiles 2013, WTO, ITC, UNCTAD. 
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Treatment of duties on manufactured imports under recent FTAs 

Australia currently has seven FTAs in force, covering 26% of Australia's international trade. In 

addition, the Federal Government has just signed an FTA with Korea in April 2014 (KAFTA), 

covering 5% of Australia’s trade, and an Economic Partnership Agreement with Japan (JAEPA) in 

July 2014, covering 11% of Australia’s trade. Australia is also engaged in seven FTA negotiations at 

present, including the Australia-China FTA. These negotiations account for a further 29% of 

Australia’s total trade. 

 

Although the proposal is not yet finalised, the content of Australia-China FTA negotiations will 

likely involve the removal or reduction of tariffs on most or all manufactured goods imported from 

China. Indeed, under recent FTAs Australia has signed with Thailand, Japan and Korea, 

manufactured imports from these countries are either removed completely or phased out over a 

number of years, with the exception of a few targeted tariffs on certain products. 

 

For example, under the Thailand-Australia Free Trade Agreement (TAFTA) which came into force 

on 1 January 2005, Australia eliminated tariffs on 47% of its imports from Thailand, on top of 36% 

of Thai imports that was already duty-free at the time. Tariffs on a further 13% of Thai imports 

were phased to zero by 2010. All remaining tariffs on goods of Thai origin, which accounted for 4% 

of trade at the time and consisted of apparel and certain finished textiles, will be phased to zero in 

2015. 

 

In addition, once the KAFTA comes into force, 86% of Korea’s manufacturing, resources and 

energy exports will enter Australia duty free, with Australia phasing out remaining tariffs for the 

most import-sensitive manufacturing products progressively within eight years. 

 

Meanwhile, the JAEPA will eliminate all remaining Australian tariffs on Japanese imports on full 

implementation. This includes removing the 5% tariff on Japanese passenger motor vehicles, and 

electronics and white goods. For some of Australia’s sensitive sectors (e.g. auto parts, steel, 

copper, plastics, chemicals and clothing, textiles and footwear), the 5% tariff will be phased out 

over periods of up to eight years. The $12,000 targeted tariff on Japanese used cars will remain.  
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Key findings from Ai Group’s 2014 survey 

As noted above, over half of non-agricultural product lines attract some level of duties when 

imported into Australia, except in cases where Australia has an FTA with the relevant exporting 

country which removes or reduces the tariffs on the relevant imported goods. Earlier this year, Ai 

Group conducted a snap survey of Australian manufacturers to determine the potential effects of 

a removal or reduction of domestic tariffs on all manufactured imports from China under an 

Australia-China FTA. 

 

Across the manufacturing sector, the removal or reduction of the existing duties on Chinese 

manufactured goods under an Australia-China FTA would be expected to increase import 

competition and add to pricing pressures. To a limited extent however, it would also help to 

reduce the costs of some components and raw materials imported from China. Meanwhile, a large 

proportion of respondents cited a degree of uncertainty about how this potential change might 

affect their business, as information currently available to manufacturers regarding the breadth of 

application and content of such a proposal remains limited.  
 

Chart 3: Expected effects of the removal of tariffs on Chinese imports 

  
 

The survey results indicate that (see Chart 3 and Table 4): 

 

 Over half (51.6%) of Australian manufacturers expect they would be negatively affected, 

mainly as result of further downward pricing pressure and more intense import 

competition; 

 11% of Australian manufacturers expect they would benefit from the removal of duties on 

Chinese manufactured goods under an Australia-China FTA due to lower costs for imported 
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components and raw materials from China. In addition, removal of Chinese tariffs on 

Australian manufactured exports, coupled with the vast market China offers, is expected to 

benefit a number of manufacturers; 

 17% of Australian manufacturers believe they would not be affected by changes to import 

tariffs under an Australia-China FTA; and  

 A further 20.5% of respondents are unsure how the removal of import tariffs under an 

Australia-China FTA would impact on their business. The large proportion of manufacturers 

noting a degree of uncertainty is to be expected, given that the exact details surrounding 

the potential treatment of duties on manufactured imports from China remains largely 

unknown. It is also likely that firms are considering the broader (and sometimes negative) 

competitiveness effects from China when forming an opinion on an Australia-China FTA, 

including non-tariff barriers to trade (NTBs) for Australian exporters and potential dumping 

behaviour by Chinese manufacturers. In addition, half of the Australian businesses had 

limited or no understanding of one or more of Australia's existing FTAs due to complexity 

of trade terms, a lack of understanding of benefits, and deals with non-strategic markets 

(HSBC 2014; see below). 
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Expectations of Australian manufacturing sectors in 

2014 

The removal of the tariff on Chinese manufactured imports under an Australia-China FTA is 

expected to have the strongest negative affect for (see Table 4): 

 

 The metals products sub-sector (63.0% of manufacturers expecting negative effects),  

 Textiles, clothing, footwear, furniture and other manufacturing (56.3%), and 

 Machinery and equipment (55.4%). 

Table 4: Expected effects of the removal of tariffs on Chinese manufactured 
imports under an Australia-China FTA 

% of respondents 
Negative 

effect 
(%) 

Positive 
effect 

(%) 

No 
effect 

(%) 

Don’t Know 
/ Uncertain 

(%) 

Sector     

Machinery and equipment 55.4 8.9 19.6 16.1 

Metal products 63.0 8.7 10.9 17.4 

Petroleum, coal, chemical and rubber 
products 

35.3 29.4 17.6 17.6 

Textiles, clothing, footwear, furniture 
and other 

56.3 18.8 - 25.0 

Food, beverages and tobacco 30.8 7.7 30.8 30.8 

Rest of manufacturing 30.8 - 30.8 38.5 

Size     

50 employees or less* 51.5 10.1 17.2 21.2 

More than 50 employees* 55.0 10.0 15.0 20.0 

Current exporter status     

Exporters 49.5 8.8 17.6 24.2 

Non-exporters 54.3 14.3 15.7 15.7 

State     

New South Wales 57.7 9.6 15.4 17.3 

Victoria 49.2 9.5 19.0 22.2 

Queensland 43.5 13.0 17.4 26.1 

South Australia 57.9 10.5 10.5 21.1 

Rest of Australia 52.2 17.4 13.0 17.4 

Total 51.6 11.2 16.8 20.5 

* Exclude respondents who did not provide their employee numbers. 
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On the positive side: 

 

 Nearly 30% of petroleum, coal, chemical and rubber products manufacturers expect the 

removal of the import duty under a China-Australia FTA would benefit their business; 

 So do 18.8% of textiles, clothing, footwear, furniture and other manufacturing; 

 Food and beverage manufacturers appear to be less concerned about the prospect of the 

removal of the tariff under an Australian-China FTA than those in other sub-sectors, with 

only 30.8% expecting it would have a negative effect on their business. 

In addition: 

 

 Almost a third (30.8%) of food and beverage manufacturers are unsure about how the 

removal of duties on Chinese manufactured goods under an Australia-China FTA would 

affect their business; 

 Around two-fifths (38.5%) of respondents from the rest of the manufacturing industry 

(including the non-metallic mineral products, the small wood and paper products, and the 

printing and recorded media sub-sectors) are also uncertain around the potential impact 

from the removal of import duties under an Australia-China FTA. 

 A quarter of textiles, clothing, footwear, furniture and other manufacturing participants 

also expressed similar views. 

Manufacturers are generally concerned about the potential negative effects that would flow from 

the removal of tariffs on Chinese manufactured imports under a China-Australia FTA regardless of 

their business size: 

 

 Over half of manufacturers with more than 50 employees (55.0%) and  

 51.5% of those with 50 workers or less expect the change would negatively affect their 

business; while 

 Around 10% from both groups expect they would benefit from the policy change; and 

 Around one-fifth of respondents from each group are unsure about how the removal of 

import tariffs under an Australia-China FTA would affect their business. 

With regard to current exporting status, 54.3% of non-exporting manufacturers and almost half 

(49.5%) of exporters expect the removal of import tariffs on Chinese manufactures under an 

Australia-China FTA would negatively affect their business. On the other hand, 14.3% of non-

exporters and 8.8% of exporters expect to benefit from the change, while a similar proportion of 

exporters (17.6%) and non-exporters (15.7%) do not expect the proposal to affect their business. 
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More importantly, almost a quarter (24.2%) of exporters are unsure about the impact from the 

removal of import duties on Chinese manufactured goods under an Australia-China FTA, while 

15.7% of non-exporters expressed a level of uncertainty. Exporters accounted for two-thirds of all 

manufacturers who expressed uncertainty about the potential impact of the proposal. As 

manufacturing exporters sell tradeable goods into China, it is likely that any potential negative 

effects from the removal of import tariffs under an Australia-China FTA would be neutralised or 

overshadowed by potential positive benefits such as a reduction or removal of Chinese import 

duties on Australian exports. Given the limited information available for the breadth of application 

and content on both sides of an Australian-China FTA, it is to be expected that Australian exporters 

express a greater level of uncertainty about the potential impact on their business. 

 

Furthermore, recent research by HSBC (August 2014) found that half of the Australian businesses 

surveyed had limited or no understanding of one or more of Australia's existing FTAs.12 On 

average, only 19% of Australian exporters are using each FTA signed by Australia, compared to an 

average of 26% among Asian exporters that use their respective markets' FTAs. Australian 

businesses cited complexity of trade terms, a lack of understanding of benefits, and deals with 

non-strategic markets as the main reasons for the limited use of FTAs. On the other hand, three 

quarters of Australian exporters who do utilise FTAs have experienced export growth. These 

businesses are able to access new markets (nominated by 40%), a wider client base (39%) and 

create new business opportunities (37%) as a result of FTAs. 

 

Across the states, almost 60% of manufacturers in South Australia and New South Wales expect 

that the removal of import duty under a China-Australia FTA would negatively affect their 

business, while almost half of Victorian respondents and 44% of Queensland manufacturers 

expect this would be the case. This may reflect the geographic concentrations of the various 

manufacturing sectors participating in this snap survey, with more metal products and machinery 

and equipment businesses in NSW and South Australia, but more food and beverages 

manufacturers located in Victoria and Queensland. 

 

 

 

  

                                                 
12

  HSBC's FTA research was conducted by Economist Intelligence Unit to assess companies' perceptions and use of 

FTAs. HSBC surveyed 800 companies in the first quarter of 2014 across Asia with annual revenues between 

US$50m-US$10bn. 

https://www.hsbc.com.au/1/2/about/news/14/140819
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Qualitative feedback from Ai Group’s 2014 survey  

Ai Group’s latest survey also asked Australian manufacturers for more detailed comments about 

the prospect of the removal of import tariffs on manufactured goods under an Australia-China 

FTA. Among those manufacturers that provided more detailed qualitative feedback in the survey 

(around 90 survey participants): 

 

 About 42% believe the expected removal or reduction of the existing tariffs on Chinese 

manufactured goods under an Australia-China FTA will put downward pricing pressure on 

finished products in their market.  

 Around 45% of respondents expect import competition would intensify, either due to 

lower import prices or increased import volumes. 

 A number of respondents noted that production levels are already very low locally. Some 

participants also pointed out that further reduction in sales by local manufacturers may 

result in factory closures and job losses.  

 Only 3.3% of the respondents explicitly expect their export opportunities to grow following 

the removal of the tariffs. Several exporters raised questions with regard to the degree of 

reduction for the corresponding tariffs on Australian manufactured exports going into 

China. They also expressed concerns over potential  non-tariff barriers to trade (NTBs), 

including import licensing and other ‘red tape’ measures, rules for the valuation of goods 

at customs, pre-shipment inspection and further checks on imports, as well as technical 

barriers to trade – barriers that occur as a result of technical regulations and standards. As 

experience from the 2008 New Zealand–China Free Trade Agreement indicates, significant 

complexity and opaqueness are expected to remain in the Chinese market for exporters 

even after an FTA has been signed. 

More positively, 22% of the respondents in Ai Group’s 2014 survey expect the costs of imported 

components or raw materials from China to decline if import tariffs on Chinese manufactured 

goods were to be removed under an Australia-China FTA (see Chart 4): 

 

 A handful of businesses noted that they do not import intermediate supplies or capital 

equipment from China so the removal of the tariffs would put them at a further 

disadvantaged position against their local competitors (who are more effectively hedged 

against the tariff reduction); 

 Several manufacturers, especially those from the food and beverages sub-sector, 

suggested that Chinese manufactured imports are not a competitive threat to their 

business due to Australia’s superior quality and standards, which are not matched by 

Chinese products.  
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Furthermore, a number of manufacturers, particularly those who supply the agricultural industry, 
operate in the food and dairy, pharmaceutical and cosmetics industries, and those with niche 
products, expect to benefit generally under an Australia-China FTA, if Chinese tariffs on Australian 
exports are removed or reduced. 
 

Chart 4: Expected effects of the removal of tariffs on Chinese imports, detailed 
responses from the survey 
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Detailed discussions with manufacturing businesses in July 2014 

In addition to our latest 2014 survey, Ai Group also conducted consultations with 23 

manufacturing businesses in July 2014 on their view on the likely effects from the removal of 

import tariffs under an Australia-China FTA. Findings from this consultation process generally 

supported results within Ai Group’s later 2014 survey and detailed feedback, as well as previous 

research and consultations conducted by Ai Group in 2004 and 2006 (see below). 

 

The three key issues raised by local manufacturing businesses from these consultations include: 

 

 Ongoing concerns over potential further dumping behaviour by Chinese manufacturers 

under an Australian-China FTA; 

 Non-tariff barriers (NTBs) for Australian manufacturing exporters such as preferential 

treatment afforded to China’s State Owned Enterprises (SOEs) and standards and 

conformity issues; and 

 How intellectual property (IP) infringements will be adequately addressed by an Australia-

China FTA. 

Key findings from consultations 

The majority of the manufacturers (61%) during the consultation process indicated that the 

anticipated removal of tariffs on manufactured imports from China under an Australia-China FTA is 

expected to negatively affect their business. In particular, businesses raised the following areas of 

concerns under a potential Australia-China FTA: 

 

 The removal of import tariffs under an Australia-China FTA is expected to result in 

increased competition from lower-priced Chinese manufactured imports; 

 Respondents also noted that many manufactured goods imported from China do not meet 

Australian safety and quality regulations and standards and the removal of tariffs under an 

Australia-China FTA may exacerbate this situation; 

 Related to this are uncertainties about how potential breach of contract and delivery of 

faulty Chinese products will be properly dealt with, including processes around insurance 

claims and other legal resolution channels (See Case study: Infinity electrical cable recall 

below); 

 There is a strong view by local manufacturers that Chinese manufactured exports are 

subsidised, particularly those made by China’s State Owned Enterprises (SOEs), Chinese 

labour costs do not adequately address things like health cover and superannuation, and 
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the Chinese currency (RMB) is under-valued. All of these factors reportedly create an 

uneven playing field against locally made goods; 

 Local manufacturers also highlighted that it is impossible to protect intellectual property 

(IP) as advanced Australian made products sold into the Chinese market are “reverse 

engineered” in China and imported back into Australia, with any chance of finding a patent 

breach highly unlikely; and 

 A substantial number of Australia-based multinational corporations, in particular those 

that are Chinese owned, require offshore sourcing for large project tenders and this trend 

of behaviour may worsen under an Australia-China FTA due to perceived lower costs from 

Chinese suppliers and vertical integration. 

Meanwhile, manufacturing exporters pointed towards potential issues under an Australia-China 

FTA that need to be addressed, including: 

 

 The speed at which Chinese tariffs on Australian exports will be reduced, in terms of their 

relativity to how quickly Australian duties are to be abolished on Chinese made products 

under an Australia-China FTA; 

 Preference by Chinese customers, including government agencies and departments, to 

purchase Chinese made products instead of overseas good; and 

 How non-tariff barriers to trade (NTBs) on Chinese borders such as administrative hurdles 

and standards will be dealt with for Australian exports.  

More positively, around a fifth of manufacturers during the consultation process expect an 

Australia-China FTA to have a positive effect on their business: 

 

 In particular, manufacturers supplying the agriculture sector expect increased agricultural 

exports from Australia to China to benefit demand for locally made products; 

 Several food manufacturing businesses, including dairy manufacturers,  also expect to 

benefit from the growing Chinese middle class and associated demand for high quality 

processed food from Australia; 

 In addition, a few companies that make niche products, including pharmaceutical and 

cosmetic products and specialty textiles, expect to increase their export volumes to China, 

which is typically one of their biggest markets, and become more competitive against 

European and US products; and 

 A number of manufacturers also expect the costs of their imported components from 

China to reduce following the removal of tariffs under an Australia-China FTA, including the 
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administrative burden on calculation how much tariffs they need to pay for such imported 

inputs. 

Case study: Infinity electrical cable recall 

The Australian Competition & Consumer Commission (ACCC) has negotiated with 18 local 

electrical retailers and wholesalers who recalled Infinity electrical cables due to safety concerns 

on 27 August 2014. It is estimated that around 40,000 homes, commercial and residential 

buildings could be affected. 

 

Infinity and Olsent-branded Infinity cables, which are imported from China, failed to meet 

electrical safety standards due to poor quality plastic coating. Testing found the insulation on the 

concerned cables will become brittle prematurely, especially if exposed to prolonged high 

temperatures. Once the insulation is brittle, physical contact with the cables could dislodge the 

insulation and lead to electric shock or possibly fires. 

 

Electrical safety regulation is managed under state and territory legislations. The strength of pre-

market verification is risk based. Although the first samples of cable being offered by the 

importer, Infinity Cable Co Pty Ltd, were accredited testing by certification, subsequent testing by 

regulators identified the safety issue. 

 

As Infinity Cable Co Pty Ltd, the importer, is now in liquidation, the provisions of the Corporations 

Act guide the liquidator not to incur any expense during the process of the wind-up unless funds 

are available. This means Infinity Cable Co Pty Ltd is not necessarily expected to take steps in 

response to any recall notice. 

 

However, the ACCC also indicated it is challenging to pursue legal action against the 

manufacturer of these cables in China, as this involves a range of complex international laws and 

treaties. Against this complexity, the Australian Consumer Law regards the importer as the 

manufacturer and responsible entity.  

 

Issues around anti-dumping actions on manufactured products from China 

The issue of Chinese products exported to Australia below their cost to make and sell, or exported 

at prices below those sold in their market of manufacture; i.e. dumping; remains one of the key 

concerns raised by local manufacturers in Ai Groups’ 2014 survey and consultation. Such concern 

mirrors the large number of anti-dumping investigations launched against Chinese exporters 

globally over the past two decades. Therefore it is very important Australia’s anti-dumping rights 

not be diminished under an Australia-China FTA. Since the granting of market economy status to 

China in April 2005, the key right available to Australian anti-dumping applicants, is to claim (in 

appropriate circumstances) that there are conditions present in the Chinese market for the goods 

which render sales in that market not suitable for use in determining prices. This may relate to 
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production input costs or the domestic sales value of identical or equivalent goods.  Known as a 

particular “market situation”, where found to exist in a relevant market in China, or indeed any 

other country whose exports are the subject of an anti-dumping investigation, the responsible 

Minister under the Customs Act 1901 (currently, the Parliamentary Secretary to the Minister for 

Industry), may determine the ‘fair’ or “normal value” of the goods by reference to, either: 

 

a) the export price paid for the goods to a third country; 

b) such amount as the Minister determines to be the cost of production, which may include 

the substitution of certain production input costs from third country surrogates, plus a 

determination of the administrative, selling and general costs associated with the sale and 

the profit on that sale; or 

c) such amount as is determined by the Minister to be appropriate having regard to all 

relevant information. 

It is important to acknowledge that the rights under the particular “market situation” provisions in 

Australia’s domestic legislation applies to any exporting country which is the subject of an anti-

dumping investigation, not just China, and reflects the provisions contained within the WTO Anti-

Dumping Agreement.  Therefore, as a matter of international consistency, there should be no 

erosion of these provisions under a possible Australia-China FTA. 
 

Chart 5: Number of anti-dumping initiations per year 

 

Source: WTO 

 

The latest data from the WTO showed that from 1 January 1995 to 31 December 2013, China was 

the subject of 989 anti-dumping initiations globally, accounting for almost a quarter (22%) of all 
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global anti-dumping initiations over this period. More importantly, of these 989 initiations, almost 

three-quarters (72.3% or 717 cases) resulted in anti-dumping measures being applied against the 

relevant Chinese exporter. This means a detailed investigation for each of these cases has found 

that the act of dumping by the respective Chinese exporter was causing ‘material’ economic injury 

to the industry in the importing country. Nonetheless, the number of anti-dumping initiations 

against Chinese imports have remained high over recent years, at 74 cases in 2013, accounting for 

26% of all cases initiated globally (see Chart 5). 

 

In both 2013 and 2014, China was the most represented single source of allegedly dumped goods 

in Australia. Data from the Australian Customs Dumping Notices also showed that from 2003-04 to 

2012-13, China was the subject of 29 anti-dumping and countervailing initiations by Australia, 

followed by South Korea (14 cases).13 China accounted for 29% of all anti-dumping and 

countervailing cases initiated by Australia over this period. 
 

Case study: Recent findings of ‘market situation’ in Chinese domestic markets 

In July 2012, Australia’s anti-dumping administration, Customs and Border Protection found 

‘market situations’ in both the Chinese hollow structural sections of steel (HSS) and aluminium 

road wheels (ARW) markets.  

 

In the HSS investigation, Customs and Border Protection determined that the inputs into the 

production of HSS (namely hot rolled coil and narrow strip steel) did not reasonably reflect 

competitive market costs for those goods. Specifically, Customs and Border Protection found that 

the Chinese Government significantly influenced the Chinese iron and steel industry. This 

influence was likely to have materially distorted competitive conditions and affected supply in 

that industry, including:  

 

1. measures to drive structural adjustment; 

2. technological, efficiency and environmental development measures; 

3. export restrictions on coke; and 

4. subsidisation of encouraged practices and products. 

Indeed, Customs and Border Protection considered that all HSS cost elements had been distorted 

by the nature and degree of the Chinese Government’s influence in the iron and steel industry.  

However, Customs and Border Protection formed the view that the Chinese Government’s 

influence in the iron and steel industry is most pronounced in the parts of that industry that 

might be described as upstream from HSS production. In particular, Customs and Border 

                                                 
13

  Productivity Commission, Trade & Assistance Review 2012-13, 2014. 
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Protection considered that the Government-driven market distortions resulted in artificially low 

prices for the key raw materials used in HSS production in China - hot rolled coil and narrow strip 

steel. 

 

Similarly, in the ARW investigation, Customs and Border Protection found that the Chinese 

Government significantly influenced the Chinese aluminium industry, and that this influence was 

likely to have materially distorted competitive conditions and both directly affected the price of 

the main raw material used in the manufacture of ARWs, as well as likely affecting supply within 

that industry. Again, Customs and Border Protection formed the view that the Chinese 

Government’s influence in the aluminium industry is pronounced in the parts of that industry 

upstream from ARW production. In particular, Customs and Border Protection considered that 

Government-driven market distortions resulted in artificially low prices for the key raw materials 

used in ARW production in China – aluminium and aluminium alloy. 

 

See details at: http://www.customs.gov.au/notices/dumping/initiation_reports_2012.asp 

 
 

  

http://www.customs.gov.au/notices/dumping/initiation_reports_2012.asp
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Findings from previous Ai Group surveys and consultations  

Ai Group has been actively involved in the Australia-China FTA negotiation since 2004 and 

conducted various research and consultations with industry members for views and feedback on 

potential benefits and risks associated with a potential FTA with China. 

 

As pointed out in Ai Group’s submission to DFAT in July 2004 and published report “Australian 

Manufacturing and China: Opportunities and Challenges” (August 2004), a survey of 848 local 

manufacturers found that: 

 

 only 13.2% of respondents reported that an Australia–China FTA would be beneficial at this 

stage of China’s development; 

 41.7% were uncertain about the impact of an FTA on their business as the breadth of 

application and content of any FTA with China was unknown at the time; and 

 45.2% of manufacturers saw no benefit. 

Around 28% of firms had the perception that Chinese goods were being dumped in Australia. 
 

Chart 6: Whether FTA with China beneficial to firm, 2004, by sub-sector 

 

Source: Ai Group 2004. 
 

Among the 12 key manufacturing sectors, none viewed an Australia-China FTA as being 
unquestionably favourable in 2004, although a relatively large proportion of firms in both the food 
& beverages and miscellaneous manufacturing sectors perceived an FTA as being beneficial (see 
Chart 6). The net effect of an Australia-China FTA was expected to reduce earnings (profits), largely 
reflecting China’s competitiveness in markets, driving down prices and eating into local 
manufacturers’ market share, particularly for the textiles, clothing & footwear, basic metals, wood 

http://www.dfat.gov.au/fta/acfta/submissions/cfta_submission_4ma24.pdf
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products & furniture sub-sectors. More positively, local firms expected to source low cost inputs 
from China for use in domestic production. 
 

Meanwhile, the disparity in cost bases between the two countries was the main concern 

throughout the interview process Ai Group conducted with 50 companies in 2004. This partly 

resulted from China’s enormous scale of manufacture and rapid growth in production capacity and 

increasing sophistication of production technology. Interviewees also cited a range of other key  

policy-related cost advantages for China, including low labour costs, a lack of environmental 

protection costs, subsidised energy inputs, infrastructure costs and freight, etc. Manufacturers 

also nominated a wide range of trade barriers preventing greater exports to, or investment within 

China. 
 

As Australia and China continue negotiations on an Australia-China FTA, the issue of products 

landed in Australia below their ‘normal’ or ‘fair’ value  (that is, at prices that are either 

unprofitable or at less than their equivalent domestic sales value in their country of manufacture) 

in China, or dumping, remains a pressing matter. The “Australian Manufacturing and China: 

Deepening Engagement” (August 2006) survey of 700 Australian manufacturers showed that more 

than two in five manufacturers (41%) perceived they were facing competition from Chinese 

products believed to be priced below cost, up from one in five (28%) in the 2004 China study. 

 

The 2006 Ai Group study on China also asked companies their views about the proposed Australia-

China FTA. In total, 46% of manufacturers reported that they did not support an Australia-China 

FTA, which is consistent with the 45% of firms in the 2004 China survey (see above). 

 

Respondents continued to raise concerns about tariffs and non-tariff barriers, particularly the 

protection of intellectual property (IP) and other issues relating to market practice. Many 

manufacturers continued to argue that trade with China is not on a ‘level playing field’. Of 

particular concern is the inability of firms to compete with Chinese costs which are seen to be 

subsidised. 

 

A higher proportion (24%) of firms supported for an Australia-China FTA in 2006, up from 13% in 

2004 (see above). 

 

 Similar to 2004, food & beverages manufacturers reported strong support (31%). 

 Exporters to China accounted for almost half of those firms who supported an FTA, 

although only 27% of all exporters to China were in favour of an FTA. 

 Meanwhile, 47% of firms supporting an FTA were importers of raw materials from China. 

However, amongst all importers from China, only 26% were in favour of an FTA. 

  

https://www.google.com.au/url?sa=t&rct=j&q=&esrc=s&source=web&cd=1&cad=rja&uact=8&ved=0CB8QFjAA&url=http%3A%2F%2Fwww.aigroup.com.au%2Fportal%2Fbinary%2Fcom.epicentric.contentmanagement.servlet.ContentDeliveryServlet%2FLIVE_CONTENT%2FPublications%2FReports%2F2006%2FAustralian_Mfg_and_China_Aug06.pdf&ei=mLgfVOeAK5bg8AW7toCIAg&usg=AFQjCNFj3L7MUSoaf0oQ3Z-eg_zL2-o0vg&bvm=bv.75775273,d.dGc
https://www.google.com.au/url?sa=t&rct=j&q=&esrc=s&source=web&cd=1&cad=rja&uact=8&ved=0CB8QFjAA&url=http%3A%2F%2Fwww.aigroup.com.au%2Fportal%2Fbinary%2Fcom.epicentric.contentmanagement.servlet.ContentDeliveryServlet%2FLIVE_CONTENT%2FPublications%2FReports%2F2006%2FAustralian_Mfg_and_China_Aug06.pdf&ei=mLgfVOeAK5bg8AW7toCIAg&usg=AFQjCNFj3L7MUSoaf0oQ3Z-eg_zL2-o0vg&bvm=bv.75775273,d.dGc
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Appendix: survey and consultation questions 

Ai Group August 2014 survey details 

 

In early August 2014, CEO’s and managers from around 160 Australian manufacturing businesses 

answered this survey question: 

 

Australia is negotiating with China to finalise a free-trade agreement by the end of 2014; it is 

proposed that the 5% tariff on all Chinese manufactured goods would be abolished. Will this 

change affect your business? 

 

 No effect   Don’t know   Yes, positive effect   Yes, negative effect 

 

If yes it will affect your business, please indicate the main changes you expect to see (positive or 

negative): 

              

 

 

 

Ai Group July 2014 consultation questions  

 

“China Free Trade Agreement and Australian Manufacturers” 

 

The FTA with China will almost certainly be concluded shortly. The negotiations are confidential, 

but we know that the FTA will cover tariffs and quotas on agricultural goods, services, temporary 

entry of people, and foreign investment. 

 

Ai Group seeks your opinion on the following: 

 

Australian and Chinese tariffs will be abolished either immediately or progressively. 

 

 Would you expect the immediate removal of Australian tariffs to negatively affect your 

business? 

 Would a phased tariff cut allow you to adjust your products? 

 Would your products prices reflect cheaper imported Chinese components? 

 Would your exports benefit from the abolition of tariffs in the Chinese market? 


