
22 May 2005 

Ms Kathleen Dermody 
The Secretary 
Senate Foreign Affairs, Defence and Trade References Committee 
Suite SG.57 
Parliament House 
CANBERRA ACT 2600 

Dear Ms Dermody. 

China Business Focus is a group of businesses that seek a positive result for Australian 
business from the negotiation of an Australia China free trade agreement. The group's 
activities include advocacy, communication, research and representation. 

The group believes an Australia China Free Trade Agreement should stand to increase 
trade and investment between Australia and China. It should provide tangible benefits for 
business in both countries over normal matter of course. 

With a view to communicating these interests, the group provides the attached short 
submission to the current Senate inqury in to Australia-China relations being held by the 
Foreign Affairs; Defence and Trade References Committee. A representative of the China 
Business Focus group will also be available to provide oral evidence, should this be of 
interest to the committee. 

China Business Focus Members include Alcoa, Australian Food and Grocery Council, 
Australian Industry Group, Australian Wool Irmovation, Bl lP Billiton, Bluescope Steel, Dairy 
Australia, Fonterra, Holden, Minerals Council of Australia. News Limited and Qantas. 



S~~blnission to the 

Senate Foreign Affairs, Defencc and Trade Committee's 

Inquiry in to Australia's relations with China 

The bllowing submission Srom the Cbina 13usincss i:oei~s business group seeks to pro! 
the Australian Senate Committee on Foreign Relations. Oefbnce and Trade with a pers 
on one specitic aspect i f  Australia's commercial rc!atic.nship :\,ith (.'hina. 'She gro::p. 
representing i 2 coi~ipanies and peak bodies, bas an il~tcrest it? seeing the coiiclusion 01' 
business. pro-nationai inierest Australia China 1,'rt.c Trade Agrcc~~rcnt (II 'A).  Ti1e issu 
raised here deal spccilically with this interest. 

The Australian (iovcrn~iicnt has indicated its intention to negotiate a free trade agreemi 
with China. China is the wcrrld's fastest growing economy. Economic g l ~ ~ w t h  in Atlstr: 
will rely. in part, on oiir ability to  mainlain a pro-growit] institutional relationship wilh 

China Bwineqs Focus 

China Business FCXLIS is a group ofbusinesses that scck a positive result for A~tstraliall 
business from tile negotiation of  an Australia China fiee trade agrccmcnt. The group's 
activities include ailvocacq. conimtinication, research and representation. A positive re 
business in an Australia China liee trade agreement is one in accordance nit11 Australi: 
national intere-,t. 

Free trade agreements (FTAs) 

Free trade agreements (F7'As) pmvide an oppo~-ti~nity lo re&~ce the cost of  doing hnsiii 
and expand btlsiness oppottunitics. 'l'hc?; can increase certainty oftradc and invesmen 
lower commercial risk by providing rights enkjrceable in international law for foreign 
compariics LO trade. invest and operate in foreign nialkets. Advanced kee iraiic i:gi.eciir 
today do far more than retliice border controis on imports. TIie>, can provide legal righi 
cstablistirncn~ i n  foreign markets. provide rights to compete, protect foreign invcstinent 
reduce and eliminate regulatory discrimi~latioil and protect intcllecti~al property. 'The b 
ofcoverage in an FI'A depends on the \villiiigncss of-llie negotiating paizics. 

'Trade agreements only enhance prospects for business il'husiness is fully involved in t l  
negotiating process. Business is most familiar with ti?' costly harriers in its markets. IS 
business is not adequately consulted then trade agreements can be negotiated that do nc 
suflicicntly comprehend or prioritise business intcrcsrs. 7'his represents a competitive 
oppollunily lost. 
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What a successful agreerneut s11ould look like 

A n  Australia China F'I'A should stand to increase tradc and investment bet~vcc~i  Airstraiia and 
('hina. It should provide tangible henetits Sor business k y o n d  the normal tilatter ofcourse. 

'l 'l~e group will strive ibr an ITA that legally enshrines rcductior\s to trade barriers and will 
also seek iticlusion of hcyond the border measures that irnprovc opportunities li,r husincss. 
An agreement siiould also crcatc opportunities for Australia arid China to support institiltion 
building in non-trade aleas. such as research and develop~i~cnt and technical co-operatio~i. 

More specitically. interests itre cclnccntrtated in tlwc key arcas. These arc 

Traditional  horde^. ~neiisi~res 

Post-border measures focus broadly on enhancing husiriess cooperation. with a vie\\! t 
reducing the risk fix Australia11 exporters in the Chiiiese marltet through codified and a! 
mechanisms. I'ost-border measures include trading and distribution rights and infrastru~ 
govcrrimcnt procuiwnciit; procedures and protocols intra-indi~stry cooperation on 
harlimnisation of standards ihr food products and wool. 

Investment measures. I'hcsc should covcr national arid sub-national governmcnls. Pro\ 
on investment can cover dorncsiic content rec~uirc~nenis, periirrrnance rcquireiiients. do! 
sourciiig requirements, trade balancing. product mandating and i-ec~uircmciits for techno 
transfer. Spocificailj, rights and activities involve: 

the right to national treatment. 

the right to defend national treatment: 

various rights rclati~ig tu iasation. similar but not limited to those covcrcd in a dot 
taxation agreement. 

iowering oi'restrictions o n  nationality recpircinc~its for senior managenle~~t and ht 

ofdirectors; 

rulcs on the tra115li.r of lurids intcmationaliy and the repatriation ofcapital. and 

liriiitations oil tccli~~ology transfer requirements and rights to geo-prospect: 

Traditiosal measurcs iricludc into the Chinese market (inciuding tariffs on goods that 
Australian business import as inputs in liirther productioi~j, impori licensing and produc 
appwval processes. 



'Iablc 1 - Specific interests in reducing traditional barricrs 

Product -. -~ .. . - 
Wool 
Alumitra 
1)iiii.y proclucts 
Mineral prodi~cts 
I'MVs" arid 
components 
lk'ood and groceries 

Barrier . -. -. . -- - 
'i'ari11: laril'l'rate quota. Liistrib~~ti~~i 
l'arifi? 
'1'. ni .' I l " ls. quiirantinc. Iiarmonisatioii of standards 
'l'arif'k IariKrscalation. import licc~isi~ig sysicni 
'I'arifli , li~xur) cartaxes. Iharhoi~r maintenatice 
taxes 
l'arilli. product sakiy and Iabciling. 
hartr~onisation oi'standards, cjnarantinc, 
iiupoiZicustonrs proccci~~lus and or protocols 

l'otentia! avenues for economic coojteration in concert with an FTA 

Negotiation oi'a bilateral FiA is an opportunity io revicvv the bilaicrai rciatioiiship. 1 1  is 
oppo~?uiiity to consider bilateral cooperation as well. 

Agt.ccmcn~s to lihcralire trade achieve their goals hy creating legal agreements to wiirove hz 
to participation by business entities in each otlrer's ccoiloiriies. Tilt. economic lhcnctit cornc: 
a nrctre cl'ficir~it use oCeconoiiiic resources in each cciwomy. arising ii.oiii the removal oi'h; 
10 trade or investmcnt. 

lratlc liherali~ation agree~rie~its do not normally cova-geirer-ul iiiui/~,i.,s i ~ f ' c ~ o r ~ o r i ~ k  coi~pei.~. 
ainong ecoinomies. Such acti\~ities are inomally left to hilcitercil artzngciiients among special 
niittistries - -  ibr example. tlnosc dealing with taxation or paytiie~ni oi'social security heitelits. 

(iovcrnirients iicgotieiing trade liberalizing agreemmts coiiu~iionly arrange coopcraiio~i i n  ar, 
policy that they perceive will support economic integration of their cconotiiies. 

it is also conimon for govcrn~ire~its WIICI? iicgotiati~lg FTAs ti] agree on "side arrangciric~its" 
proiiwie policy coopcratioii. bin to set out I l i i . ~  coiii~nilmriits i n  a n  excliaiige of letters outsi 
the track agreement, so that they arc not legally an integrd part d i h e  agrcci'ie~rt. This iiiigli 
doirc for convc~iieiice. Sometinrcs. with s~rrsitive ~SSLICS, it is a way of dealing with an i s s ~ ~ e  
was iiot appropriate for incliision in the a, -rccmciii. 

A revie\+ oSrecent Free f radc  Agrecliients sho\vs in what areas goveiniiicnts seek ccont 
cooperation within i n  the terms oi'agrccmcnts. These can he generally catcgosi/eci as: 

trade ficilimtion. 
areas ibr deeper cconomic integration, and 
others areas for cooperation as cowred in sidc arrangcments. 



Most I T A S  clratc lbrtiial processes for rcgi~lar consuliaiin~i between parties on generai trade 
issues. Most FTAs create some ongoing com~nit~nciits that lieid to be monitored as weil as a 
!~rocess to resolve dispulcb between parties over in~plcmentatioli of obligatioiis. It is usual iu 
create some sort ofjoint ~ncchanis~n to do this. It often creates a standing instrument for 
regular consultation on tmde and other economic issues covered by the Agrccmcnt. 

As quantitative barriers to trade have bee11 reduced. it has been increasingly recognized that 
important gains in tradc can be achieved through working to cnstrre tra~isaction costs oS 
rcgttiatiot? are reditced. In Customs Administratioil this can eniail agreement on procedures 
to reduce proccssing time. Use ofcomilion for~nats in clecironic administriitio~i is becoining 
co~nmonplace. 

Manageiiieni of  Sanitary and Phytosanitary I\/leasirr.es is another are ofcommo~i  coopera 
Most trade agrccmcnts do not scch to sitbstitute obligations assumed undcr the W'I'O fill 

adn~inistration, but some provide bilateral processes for consu1tati:m on adniinistration ( 
SPS harriers and processes for import risk assessments. 

I11 the area of'Technica1 Barriers to 'bade, i t  is also cotnlnon to agree procedures 
supplcnieiita! to those pre-existing under \TO rules. Work programs can be cs~ablishcl 
advance commitments to provide ihr recognition oi'conformance processes and cross 
recognition of standard or cven hanxonization of standards. 

Advanced f:rec Trade Agreeii~enls today covcr a wider rangc ooC iss~ies than sin?ple remo 
of barriers to trade in goods. l.ibera1iration of  services is a recent addition to the prmes 
tradc liberalimtion and mi~liilaterai cornmitmenls under the \VTO have not ailvaiicrd f i r  

Bilateral and regional i T A s  oSfcr opportirnitics for counirics to go iitrthcr t11a1-i is possib 
the W'iO to remove barriers to trade and iiivcstment. 

I'hc WTO does not provide for removal of barriers to invcstmcnt other than as part oft11 
process or comrriitmciits ti) remove restrictioits to ri@ of'cst;ib!ishi~ieiir to ic-rcig~i scwic 
providers. I n  I'l'As. cominitineiits to extensive reunoval of invesimeni barricrs are coins 
Exceptions to those commitment arc commoi? and conimitments to \vcirk together to red 
them fustlicr arc common. 

So arc co~nmitrncnts to remove harriers in investment-related areas. i'he Australian U S  
includes sidc letters to consider how trades in securities arid collaboratioii between stocli 
exchanges can be impro*ed and to exainine tax qciestions impacting or? investmint. 

It is common lbr parties lo make far-reaching cotnrnilments ir; FTAs to open services 
markets. 111 some areas this requires con~tliitmenti to lcn@liy processes ofjoint consulta 
and coliaboration. For example. the IJS Australia 171'A provides for this to s e c ~ ~ r c  cross 
recognition of professional qualifications. Recognition of proScssiona1 qualilications is 
invariably a lengthy process. one that could have delayed th l iza t ion of the  YI'A. pcrhal 
indelinitely. were it required as a coi~ditioii of tile F'I'A's entry in to force. 
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Frecv movcmcnt of business personnel is a common provision in 1:rec I'radc Agreeme~l 
Tiley can be connectccl lo provisions on services. or he addrcsscd as a l'ree standing quc 
Ihcse  :ire arcas where con~mitilicnts lo collaborate in the fiiti~rc to ease ii;nhcr rcstrictii 
travel and resitlcncy are common. 

An option in  some FI'As (c.2. ixtwcen Australian and Nc\+ Zealand) is to ibrcgo [lie i.ii 
app!y anti-dumping duties and instead agree on common approaches to ('o~iipetition po 
This is only possible i n  ecoiiomics where sj.stcn?s nnci business c~~ltirrcs are sitnilar. TI? 
Singapore US Free Tradc Agreemciit includcs coin~xitment (principally by Singapore) 
iiitroduco competition polic?. Covcrntncnts can agl-ec to collaborate on developing 
competition policy lams. 

FfAs will incli~de provisions on intellectual property wl~icl? go hryond thc !ems oi'thc 
agrceliiciiis. Provisions iistraliy rclaic to eiiSorcer-ixnt mil the terms oCipriitedion on arc 
coininon interest. 

Conclusion 

The C'hinri 13iisiricss 1:ociis gmcip seeks an FI 'A with China thai will address all its intu 
pmducins a11 overail p a c l a y  that i s  positivc for hi~siness and lhe Australian ccoi~omy. 




