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Commercial Office of the Embassy of the People’s
Republic of China in Australia
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On 20 November 2020, President Xi Jinping announced in

his remark at the 27th APEC Economic Leaders’ Meeting that
China would favorably consider joining the CPTPP. China
always supports regional free trade agreements (FTAs) that are
open, transparent and mutually beneficial, and is actively
building a high-standard FTA network with global reach. At
present, China is actively researching on joining the CPTPP, and

looking forward to exchanging views with CPTPP members.
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1. Trade and economic cooperation between China and
Australia
1.1 Bilateral trade and investment

The Chinese economy and the Australian economy are
highly complementary with enormous potential in cooperation.
China is the biggest trading partner, largest export market and
largest source of import for Australia. Australia is the eighth
biggest trading partner, tenth largest export market and seventh
largest source of import for China. Australia enjoys a surplus in

bilateral trade in goods, trade in services and investment.
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In terms of trade in goods: In 2019, bilateral trade
between China and Australia scored USD 169.62 billion,
representing a 10.8% year-on-year growth. In particular, China’s
export to Australia increased by 1.8%, reaching USD 48.19
billion. The main export products were finished goods,
including computers, telephones, clothing and furniture. China’s
import from Australia increased by 14.8% year-on-year,
reaching USD 121.43 billion. The main import products were
primary goods such as iron ore, coal, liquefied natural gas and
agricultural products.
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In terms of trade in services: In 2019, bilateral trade

between China and Australia recorded USD 25.66 billion.

Specifically, China’s export to Australia featured USD 2.08
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billion, and China’s import from Australia reached USD 23.58
billion. The two main sectors of bilateral trade in services are
tourism and transportation; Australia’s tourism export to China
accounted for nearly 70% of the total bilateral services trade. In
2018, China for the first time surpassed New Zealand to become
Australia’s biggest source of overseas tourists. China remains
the biggest source of international students in Australia, despite
the negative impact caused by COVID-19.
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In terms of investment: By the end of 2019, the stock of
Chinese direct investment in Australia recorded USD 38.07
billion; major areas of investment include energy, mining, real
estate, agriculture and health care. The stock of Australian direct
investment in China reached USD 9.32 billion over the same
period; major areas of investment include wholesale and retail,
mining, manufacturing, real estate, scientific research and

technical service.
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1.2 Existing free trade arrangement between the two
countries

The China-Australia Free Trade Agreement (CAFTA)
delivers high-level liberalization. The CAFTA was signed on
17 June 2015 and came into effect on 20 December of the same
year. For trade in goods, China will eliminate tariffs on 96.8% of

the tariff lines. By 2020, tariffs on 95% of the tariff lines had



Inquiry into expanding membership of the Comprehensive and Progressive Agreement for Trans-Pacific Partnership
Submission 69

been eliminated, and the rest (1.8%, including monitors, LCD
panels, diary products, etc.) will be eliminated no later than
2029. For trade in services, China, in addition to its WTO
accession commitments, made high-level commitments to
opening up in legal service, education, financial service,
telecommunications, construction, elderly care, maritime
transportation and other fields. For investment, China and
Australia grant each other the most-favored-nation treatment.
The CAFTA includes an investor-state dispute settlement
mechanism and high-standard rules in areas such as rules of
origin, trade facilitation, sanitary and phytosanitary measures,
technical barriers to trade, trade remedies, intellectual property,
electronic commerce, transparency and dispute settlement.
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The implementation of the CAFTA has led to rapid
development of our bilateral economic and trade
relationship. China and Australia have always been important
trade and investment partners of each other. The signing of the
CAFTA marked a milestone for our trade and economic
cooperation, creating favorable conditions for deepening,
broadening and improving our bilateral economic relationship.
In 2017, 2018 and 2019, bilateral trade in goods scored USD
134.26 billion, USD 152.79 billion and USD 169.62 billion
respectively, growing by 25.9%, 12% and 10.8% year-on-year.
These growth rates were on a par with, if not higher than, the
growths rates of China’s total trade during the same period.
Chinese direct investment in Australia amounted to USD 4.24
billion, USD 1.96 billion and USD 2.09 billion in 2017, 2018
and 2019, and Australian direct investment in China reached
USD 0.28 billion, USD 0.29 billion and USD 0.43 billion
(excluding banking, securities and insurance sectors).
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The signing of the Regional Comprehensive Economic
Partnership Agreement (RCEP) will foster a more enabling
platform for China-Australia cooperation. Signed on 15
November 2020, the RCEP is a mega regional free trade
agreement (FTA) that ASEAN lead and both China and
Australia participate in. The current 15 RCEP members account
for approximately 30% of the global population, GDP and trade,
making the RCEP the biggest FTA in the world so far.

According to the estimation of Peterson Institute for
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International Economics (PIIE), by 2030, the RCEP will
increase members’exports by USD 519 billion and annual
incomes by USD 174 billion?. Both strong supporters of free
trade, China and Australia played a crucial constructive role in
the RCEP negotiations. Under the RCEP, both countries have
achieved higher-level liberalization and openness in trade in
goods, trade in services, investment and other rules-related areas,
compared with the CAFTA. In the next step, China will continue
to uphold ASEAN centrality and work together with Australia to
bring the RCEP into effect as soon as possible, thus generating

concrete benefits for the businesses and people in the region.
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2. China’s measures to deepen reform and expand

opening-up and their results
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2 Petri, Peter A., and Michael G.Plummer. 2020. East Asia Decouples from the United States:
Trade War, COVOD-19, and East Asia’s New Trade Blocs. Working Paper 20-9.Washington:
Peterson Institute for International Economics.
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Firstly, China has taken the initiative to increase
imports. In recent years, China has been reducing both tariff
and non-tariff barriers to promote trade liberalization and
facilitation. China has also hosted the China International
Import Expo and expanded imports of high-quality goods. For
instance, in 2018, China reduced the most-favoured-nation tariff
rate for 4 times and lowered the general tariff level from 9.8% to
7.5%, and then further down to 7.4% in 2019. As a result of
these measures, Chinese imports and exports achieved 7.5% in
annual growth on average from 2016 to 2019, with imports up
9.4% annually on average.
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Secondly, China has improved market access for foreign

investment. China has lifted equity caps in financial sectors
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such as banking, securities and insurance. In addition, China has
also widened market access to manufacturing and services, and
enacted the Foreign Investment Law and supporting regulations.
These are but a few examples of China’s ongoing efforts to
provide a better business environment. China has revised the
National Negative List for Foreign Investment on an annual
basis during the past 4 years. As a result, the number of items
listed has been reduced from 93 to 33. Thanks to these measures,
China has become the second largest recipient of foreign
investment, utilizing USD549.6 billion in FDI from 2016 to
2019.
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Thirdly, China has strengthened intellectual property
protection. China has legislated and amended more than 10
laws and regulations related to intellectual property protection,

covering all important types of intellectual property such as
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patent, trademark and copyright. These amendments cover the
Civil Code, the Trademark Law, the Patent Law, the Copyright
Law, the Administrative License Law, the Law Against Unfair
Competition, the Pharmaceutical Administration Law, the
Foreign Investment Law, and their implementing regulations.
These address both the concerns of the international community
and the need to improve the competitiveness of the Chinese

economy.
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Moreover, China is actively promoting reforms in all
related fields. China is exploring basic systems, standards and
norms on cross-border transmission of data and data security
and actively participating 1in international rules- and
standards-making for the digital economy. China has established
and refined systems for fair competition review and impartial

regulation, moved fast to clean up regulations and practices that
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impede the unified market and fair competition. China is
advancing the SOE mixed ownership reform and improving
their corporate governance structure. China has also toughened
law enforcement and supervision to improve energy efficiency
and environmental protection, overshooting all binding targets.
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President Xi Jinping has stressed on multiple occasions that
the new development paradigm is by no means a closed
domestic loop; it is instead an open dual circulation involving

both domestic and international markets. China will stay
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committed to openness, cooperation and solidarity for win-win
results. China will steadfastly expand all-round opening up and
explore more efficient ways of connecting domestic and foreign
markets and sharing factors of production and resources, with a
view to turning the Chinese market into a market for the world,
a market shared by all, and a market accessible to all. In
particular, China will continue to make its foreign-related legal
framework more open and transparent, strengthen intellectual
property protection, better protect the lawful rights and interests
of foreign investors and provide them with more high-quality
services to further improve the business environment. China will
continue to leverage the pioneering role of pilot free trade zones
and the free trade port in steering opening up. We will introduce
a negative list for cross-border services trade and open still
wider in areas like the digital economy and the Internet. We will
deepen reform and innovation in trade and investment
liberalization and facilitation. China will shorten the Catalog of
Technologies Prohibited or Restricted from Import to create a
favorable environment for the free flow of technologies across

borders.
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3. China as an active supporter of multilateralism and

1
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free trade

3.1 China firmly upholds the multilateral trading
system

China is a firm supporter of, active participant in and
important contributor to the multilateral trading system. It is
fully engaged in all aspects of the WTO work and has taken the
following measures to defend and enhance the authority and
efficacy of the multilateral trading system. First, China fulfilled
its WTO accession commitments in full and undertakes the
compliance examination seriously to ensure that its trade
policies are in line with WTO rules. Second, China calls for the
resumption of the selection of the Appellate Body members as
soon as possible. China was involved in the establishment of the
multi-party interim arbitration appeal arrangement (MPIA), and
actively participated in the selection of the Director-General of
the WTO. Third, China plays a constructive role in negotiations
on, among others, e-commerce, fisheries subsidies and trade
facilitation. China hosted informal ministerial meetings, and
played an important role in the conclusion of the T7rade
Facilitation Agreement and the expanded Information
Technology Agreement. Fourth, China actively supports the Aid

for Trade initiative and has set up the China Program to help
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other developing WTO members, especially the least developed
ones, integrate into the multilateral trading system. Fifth, China
supports the necessary reforms of the WTO. China published the
position paper and policy recommendations on WTO reform.
China also pushes other parties to support the multilateral
trading system and WTO reform at such fora as G20, BRICS,
and APEC. China will continue to safeguard the multilateral
trading system, actively participate in WTO reform, and work to
make the system of global governance fairer and more equitable.
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3.2 China actively promotes FTAs

China has signed 19 FTAs with 26 countries and regions, in
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Asia, Europe, Latin America, Oceania and Africa. The total
trade volume between China and its FTA partners accounts for
approximately 35% of China’s total foreign trade.

FTAs play an important role in tapping the potential of
bilateral economic cooperation and in consolidating and
optimizing the supply chain. For instance, ASEAN in 2002
became China’s first FTA partner. Since the China-ASEAN FTA
came into force, the bilateral trade volume has expanded by 11
folds. In 2020, ASEAN became China’s biggest trading partner.
During the pandemic, the trade and investment between China
and its FTA partners demonstrated strong resilience in face of
risks.
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China seeks alignment with common international rules
via FTA negotiations. Globally, FTA rules have kept evolving
in recent years. In light of its current development level and
regulatory capacity, China is also making explorations through
FTA negotiations and has achieved some initial results. For
instance, the China-Iceland FTA was the first to include a
Competition chapter; the China-Switzerland FTA was the first to
include an Environmental Issues chapter; the China-ROK FTA
and the CAFTA were the first to include an E-Commerce
chapter. In RCEP negotiations, China, for the first time, adopted
the “pre-establishment national treatment plus negative list”
approach in market access negotiations on investment. This was
in sync with the reform of China’s domestic regulatory system
on foreign investment. China has now adopted the negative list
approach for investment and trade in services in both the
China-Japan-ROK FTA and the Second Phase China-ROK FTA
negotiations. The recently concluded Comprehensive Agreement

on Investment (CAI) between China and the EU made further
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breakthroughs in market access on investment, level playing
field and labor standards.
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China will implement an FTA enhancement strategy,

and build a high-standard FTA network with global reach.
The first is to extend the FTA network. China’s FTA network is
open and inclusive. Its door is open to all trading partners. It

looks forward to concluding more FTAs with willing trading
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partners to promote trade liberalization and facilitation, realizing
long term economic growth for both sides. The second is to raise
the standards of the FTAs. China will strengthen exchanges and
mutual learning with regard to high-standard FTAs in other parts
of the world. It will explore rules that both suit the need of
domestic reform and development, and are compatible with
common international rules. China will further increase the
share of duty-free items in trade in goods, increase market
access 1n trade in services and investment, and actively
participate in negotiations on new rules and new issues. The
third is to enhance effectiveness. China will take the ratification
of RCEP as a good opportunity to enhance its efforts in FTA
advocacy, training and promotion. China will encourage its
enterprises to take FTAs into account when developing their
international strategies. Foreign enterprises are welcome to
share in the dividends of China’s development for mutual
benefits.
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4. Potential opportunities of China joining the CPTPP
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China is the most populous nation, the second largest
economy and the largest trading nation in the world. It has close
economic ties with the current CPTPP members. China’s
accession to the CPTPP would significantly bring down the cost
of investment and trade between China and CPTPP members,
leading to a more efficient allocation of resources and more
optimized regional supply and industrial chains. These would
benefit all CPTPP members and the rest of the world.
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According to a policy brief published by the PIIE in
January 20194, China’s accession to the CPTPP would yield
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large economic benefits to CPTPP members and itself. The
CPTPP in its current form would generate annual global income
gains estimated at USD 147 billion in 2030. If China were to
join, these gains would quadruple to USD 632 billion. In
particular, Australia’s annual income gains would rise from the
USD 12 billion to USD 20 billion, and its annual export gains
would increase from USD 23 billion to USD 36 billion.
eI BERIAE, SECEENIHRIPENX

RUIEHLH=IB0N0. RCEP iXR#1 CPTPP  RGEZIL
ANEZHFEHRRZ. ?’EEJJIXi;EZé;%—VMJCE’\J%'D,
R XEEZRRATABRXERIBHENEERNLS
%, XLAHBRBRZ IL,\EI’J‘7 18R BRI AR
.

Since the outbreak of the COVID-19 pandemic, there is a
growing concern across the world on protectionism. The signing
of the RCEP and the expansion of the CPTPP would
demonstrate Asia-Pacific countries’ confidence in supporting
free trade and regional economic integration, herald stronger
steps to be taken toward Free Trade Agreement Asia Pacific
(FTAAP), and bring a positive impact on the multilateral trading

system centered on the WTO.

Partnership. Policy Brief 19-1. Washington: Peterson Institute for International Economics.
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China 1s accelerating its efforts to create a new
development paradigm, build a new system of open economy of
higher standards, promote the high-quality development of the
Belt and Road Initiative, and actively participate in the reform
of the global governance system. China is committed to building
a community with a shared future for mankind, and stand ready
to work together with all the other parties to promote
globalization and regional economic integration, thus

contributing to the global economic recovery and growth.



