
Below we set out the winners and losers and what agribusiness 
can do to prepare for the implementation of the FTA.

NOW IT IS SIGNED WHEN WILL IT START?
In short, there is still not a definite start date.  Both countries 
need to now go through the domestic processes to legislate 
for the FTA.  However, it is expected that the agreement will 
officially commence in late 2015.  A 2015 start date will allow 
one duty rate reduction on implementation and another on  
1 January 2016.  

WHICH EXPORTERS WIN?
There are a wide range of different rates and reduction 
timetables for Australian agribusiness exports.  Reduction 
timeframes applying to some key exports are set out below.

Product Existing rate Rate on 
introduction 
of the FTA

Year duty rate 
will be zero 
assuming 2015 
implementation

Wine 14%-30% 11.2-24% 2019
Beef 12% 10.8% 2024
Tuna and 
salmon

10-12% 8-9.6% 2019

Powdered 
milk

10% 9.2% 2026

Fresh milk 15% 13.5 2024
Cheese 12% 10.8% 2024
Sheep meat 12% - 23% 9.3 – 20.4% 2023
Most 
vegetables

10-13% 8-10.4% 2019

Nuts 10-25% 8-20% 2019
Dried fruits 20-25% 16-20% 2019

Existing rates and the extent of reductions may differ depending 
on whether the food is fresh, preserved or otherwise prepared.

The rates for wool do not decrease.  However, Australia has 
been granted an exclusive duty free quota.

WHICH INDUSTRIES EXPERIENCE NO 
CHANGE?
As expected, there was no joy for Australian exporters of wheat, 
maize, rice, rice flour, corn flower, soya beans, most vegetable 
and seed oils and cane sugar.  For some items, the existing duty 
is 65% and, without duty reductions, the market is effectively 
closed.

For other products, such as many fruits, while duty rates will 
be reduced to zero, this is irrelevant as the products will not be 
allowed in under Chinese quarantine restrictions.

ARE OUR FARMERS NOW ON EVEN TERMS 
WITH NEW ZEALAND FARMERS?
The FTA was hoped to give us a competitive advantage against 
the rest of the world.  However, comparing the rates applying 
to New Zealand agribusiness products under their own FTA with 
China to those of Australian exports, it is clear that our farmers 
will be at a disadvantage until 2024.  

Australia New Zealand

Product Rate on 
introduction 
of the FTA

Year duty 
rate will 
be zero

Current 
Rate 

Year duty 
rate will 
be zero

Wine 11.2-24% 2019 Free NA

Beef 10.8% 2024 1.3% – 
2.8 %

2016

Powdered 
milk

9.2% 2026 3.3% 2019 

Fresh milk 13.5% 2024 Free – 
3.3% 

2017

Cheese 10.8% 2024 Free - 
2.4%

2017

Sheep meat 12-23% 2023 1.7% - 
2.6%

2016
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WHAT IS IMPORTANT FOR 
AGRIBUSINESS? 
 

The text of the China Australia 
Free Trade Agreement has been 
released and the details confirm 
that agribusiness stands to be the 
big winner.  However, the benefits 
are not even or automatic.  
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However, some NZ products are subject to safeguard 
measures.  This means that once NZ exports reach a certain 
level in a calendar year the benefit of the FTA is reduced

WHAT DOCUMENTATION IS NEEDED TO 
QUALIFY?
Qualification for preferential rates under the FTA will not be 
automatic.  Even if the goods are of Australian origin, without 
the required certification documentation the goods will be 
treated by Chinese Customs as the same as goods from any 
other country.  Origin claims will need to be supported by 
either a certificate of origin or declaration of origin.  The 
certificate of origin will be issued by bodies such as Chambers 
of Commerce or the Australian Industry Group.  

Declarations of origin can be prepared by the manufacturer 
or exporter, but you must first have obtained an origin ruling 
from Chinese Customs.  This is more restrictive than the 
provisions under the Korea and Japan FTAs.  The additional 
red-tape is bound to mean most exporters rely only on 
certificates of origin.

IT’S NOT ALL ABOUT EXPORTS
Duty rates on Chinese imports into Australia will generally 
drop to zero on introduction of the FTA.  If you import 
packaging, food processing machinery, farming equipment 
and other supplies, you will see a small decrease in costs.

To the extent that you compete against Chinese food imports, 
many products will be 5% cheaper under the FTA.

WHAT SHOULD YOU BE DOING NOW?
Assess the benefits
Agribusinesses are now in a position to precisely determine 
how beneficial the China FTA will be for them and what they 
need to do to qualify.  

The benefits under the China FTA are deep and narrow.  Your 
product will either benefit significantly or not at all.  You are 
now in a position to assess where your goods fall.  Where 
qualifying for the FTA makes sense, you need to assess your 
goods against the relevant rules of origin.  If you currently do 
not meet the rule, you can now look at boosting local content.  

Managing risk
Free trade does not mean risk free trade.  Exporters will be 
best placed to take advantage of the FTA if they are proactive 
in managing risk.  Key issues to consider are:

 »  How will you ensure payment – duty savings are irrelevant 
if you are not paid

 »  Which party will be liable for duty if preferential status is 
rejected by Chinese Customs

 »  Actively protect your intellectual property.  Register your 
intellectual property in China as early as possible and if 
possible, make it hard for your products to be copied

 »  Due diligence is important – visit your customer, build the 
relationship – it will be crucial if a dispute arises 

 »  Some disputes cannot be resolved – for these cases we 
recommend contracts contain an arbitration clause.  
Most people still find the Chinese legal system difficult.  
International arbitration is preferable and just as 
enforceable.

 »  Bribery and corruption is still a problem in China.  
Implementing robust anti-bribery and corruption policies is 
crucial to limit this risk.

FTAs are traditionally underutilised.  Agribusiness now has 
4-6 months before the FTA is implemented to prepare.  Those 
business that do not prepare will find it difficult to use the FTA 
from day one and will be at a competitive disadvantage.
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Disclaimer: The information contained in this update is not advice and should not be relied upon as legal advice. Hunt & Hunt recommends that if 
you have a matter that is legal, or has legal implications, you consult with your legal adviser. 


