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Foreword 
The research presented in this paper considers the implications for Australia of a range of North Asian 
free trade agreements (FTAs). This includes FTAs that currently exist, of which Australia is not a 
part, as well as potential FTAs that Australia could negotiate or join. 

The removal of trade barriers is of fundamental importance to Australian agricultural industries. 
Existing barriers reduce the scope for trade, and therefore reduce potential income earned in the rural 
sector. Similarly, the existence of FTAs that do not include Australia lead to trade diversion away 
from Australian projects. 

The research presented here indicates the orders of magnitude of the effects involve. They are all 
substantive, indicating very large potential gains for the rural sector if trade opportunities were to be 
increased. 

This research is designed to assist both producers and peak bodies understand the magnitude of results 
involved so that as appropriate, they can assist in the process of policy formulation in response to both 
the challenges and opportunities.  

This report is an addition to RIRDC’s diverse range of over 2000 research publications and it forms 
part of our National Rural Issues R&D program, which aims to inform and improve the policy debate 
by Government and industry on national rural issues in Australia. 

Most of RIRDC’s publications are available for viewing, free downloading or purchasing online at 
www.rirdc.gov.au. Purchases can also be made by phoning 1300 634 313. 

 

Craig Burns 
Managing Director 
Rural Industries Research and Development Corporation 

http://www.rirdc.gov.au/
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Executive Summary 

This report  

This report examines the implications for Australian agriculture of recently implemented and potential 
future free trade agreements (FTAs). 

• With the overall failure of multilateral trade negotiations and the rapid development of FTAs, 
including in Australia’s region and amongst competitors, it is important to understand the 
implications of these FTAs and the potential that new FTAs have to increase Australian 
agricultural exports. 

This project aims to provide estimates of the potential economic impacts of a range of prospective 
FTA outcomes. In particular, the project is concerned with the cost to Australia of FTAs already 
agreed between trading partners, where Australia is not included. This includes the Korea-US FTA, 
the Korea-EU FTA and the China-New Zealand FTA. In addition, the analysis considers the potential 
benefits of new agreements that are yet to be completed. The complete sequence of simulations allows 
a comparison of the cost of exclusion with the benefits of inclusion. 

Background 

While Australia has been part of a general shift towards bilateral trade negotiations (with around 6 
free trade agreements in force) there are some major trading partners with which Australia has not 
secured agreements while competitor exporting economies have. There is a possibility that Australia’s 
exports will be displaced in key markets by competitors with free trade agreements in place. This 
issue has been highlighted by the recent signing of a free trade agreement between the United States 
and South Korea. At the same time, there are potential benefits from making new agreements with 
trading partners in order to offset the effects of existing agreements where Australia is not a party. 

Methods used  

The analysis is undertaken using two global general equilibrium simulation models. In total, 12 
simulations were developed and analysed using the models. 

The models used in this study capture a number of different effects that FTAs can have on economic 
activity including interactions between actors in the economy to determine the net effect of the FTA. 
Box ES.1 explains the different means by which FTAs impact on trade flows. 
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Box ES.1: What determines the extent of the impact of FTAs on exports? 

There are five major elements that affect the extent of changes in exports that arise from the implementation of 
free trade agreements. 

1. Size of the barrier:  

The size of the trade barrier that is removed by the FTA has a major impact on the extent that changes occur. 
Removal of a tariff barrier leads to the first round impact of decreasing the price paid by importers and increasing 
the price received by exporters. This acts to increase demand for these products. So, the removal of tariffs would 
be expected to increase exports and production of the good. The extent of the increase depends on the magnitude 
of the tariff reduction. A large reduction in tariffs (resulting for example from the complete removal of a high 
tariff) would lead to greater changes in exports and production than a smaller reduction in tariffs (from the 
complete removal of a small tariff or a decrease in the tariff rate). A free trade agreement will not result in this 
first round effect on products for which there are no tariffs to be removed, or the product line is excluded from 
the agreement. The charts in appendix C show the extent of this first round impact for the scenarios examined in 
the report. 

2. Importance in partner’s trade flows: 

The exporting country’s initial share of imports to the importing FTA trading partner will affect the degree of 
change in exports. If the initial share is small, then the relative impact of the tariff reduction will be larger. For a 
larger shares, the tariff reduction will lead to relatively smaller changes in exports. 

3. Redistribution of resources: 

When the demand for export products changes there are flow on impacts to other sectors of the exporting 
country’s economy. In order to meet an increase in demand for exports of one product, resources in the exporting 
country are redistributed towards production of that product but away from other products. This will lead to a 
decrease in production (and potentially exports) of these other products. The extent to which production of other 
products decreases will depend on their pattern of input use and the elasticity of demand for these products. The 
opposite will happen if demand for exports of a product fall. 

4. Income effects: 

Trade liberalisation that is trade creating will increase the income (GDP) of both trading partners. Increased 
income will mean that the countries are able to increase consumption and increase imports from all countries. 
This impact will be greater for FTAs that lead to greater trade creation and therefore greater increases in GDP. It 
is possible that countries outside the trading bloc increase exports of some products due to the increase in imports 
by the countries within the bloc. 

5. Substitution effects: 

Consumer preferences in the importing country will also determine the extent of changes in trade flows. If there is 
a greater preference for products from the FTA trading partner compared to other countries and products, the 
removal of tariffs will have a greater impact on imports from that country. The importers will substitute towards 
products from the FTA trading partner. 

Key findings 

Results for each scenario 

The modelling results show free trade agreements that include Australia lead to an increase in 
Australian exports, production and GDP relative to what would have been the case without the FTA. 
Agreements excluding Australia result in small declines in Australian exports (relative to the baseline) 
as products from the FTA partners become more competitive relative to Australian products. The 
FTAs excluding Australia can result in greater Australian exports to countries outside the FTA.  

The results of each of the 12 scenarios are summarised below. 
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Korea-US FTA (KORUS): The greatest negative impacts on Australian exports to the KORUS 
countries occur in the agriculture and food processing sectors. This is largely the result of a diversion 
of Korean imports away from Australian products towards US products as US products become 
relatively cheaper. The agriculture and food industries account for around one third of the increase in 
US exports to Korea. 

Korea-EU FTA (KOREU): The impact of the KOREU FTA on Australia is expected to be small, and 
so marginal that the two models used actually produce results with differing signs – for both GDP and 
total exports. The greatest decline in Australian exports is in the dairy products sector. 

China-New Zealand FTA (CHNZ): The main impact on Australian exports is in the wearing apparel, 
textiles and leather products industries mostly due to a decline in the export of these products to New 
Zealand. Australian exports of meat and dairy products to China also decline as Chinese importers are 
able to secure lower prices for New Zealand products under the FTA. The increase in exports from 
New Zealand to China is dominated by agricultural and food products, they account for 73 per cent of 
the increase in bilateral exports. 

Australia-China FTA (AUCH): This FTA is trade creating, with the increase in total Australian 
exports to China outweighing the decline in exports to other countries leading to an overall increase in 
total exports. Large increases in exports of plant based fibres (such as cotton) and wool to China result 
from both the reduction in tariff barriers and also an increase in demand for these products from China 
because Chinese are increasing production of textiles and wearing apparel (users of these fibres) to 
export to Australia under lower tariffs. 

Australia-Japan FTA (AUJP): Exports of agricultural products increase significantly under this FTA 
but mining and manufacturing exports decline. Australian exports of beef to Japan double under the 
AUJP FTA. While not as significant in percentage terms as the increase in rice or wheat, the existing 
trade in beef is much larger meaning it will generate much more income in dollar terms. 

Australia-Korea FTA (AUKO): The greatest change in Australian exports to Korea (in percentage 
change terms) is expected in the dairy sector. The reduction in tariffs leads to a reduction in the price 
of imported Australian dairy products in Korea of around 40 per cent. As a result, Australian exports 
of dairy products to Korea increase by over 270 per cent. In terms of the value of increased exports 
from Australia to Korea, the bovine meat products sector sees the greatest increase due to the large 
volume of beef exports to Korea. Australian output of beef and dairy products also increases under the 
Australia-Korea FTA. 

Australia-Korea FTA and Korea-US FTA (AKKU): The impacts of AKKU on Australia are similar 
to that of AUKO, although the US simultaneously having an FTA with Korea acts to decrease some of 
the benefits of the Australia-Korea FTA. The AKKU scenario shows that the impact of KORUS on 
Australia is more than offset by Australia establishing an FTA with Korea. 

China-Japan-Korea FTA (CJK): The impact of a regional trade bloc between the North Asian 
economies on Australia is mostly through a decline in exports in the sectors in which the Asian 
economies are strong exporters – the rice, chemicals, rubber and plastics, and textiles sectors. 
Australian GDP declines by 0.02 per cent under CJK, but total Australian exports to all countries 
increases. 

Australia-EU FTA (AUSEU): Increased exports to the EU are mostly from the agricultural and food 
sectors as this is where the biggest price changes due to tariff reductions are. The increase in exports 
of beef and dairy exports are significant, the value of these exports is around half the total increase in 
agricultural exports and one quarter the value of the increase in exports from all sectors. Australia’s 
output of beef, dairy and leather products increases as a result of the AUSEU FTA. 
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Australia-China-Japan-Korea FTA (ACJK): Australian GDP increases by 0.1 per cent by joining a 
free trade agreement with China, Japan and Korea. Total Australian exports to all countries increase 
by 1.44 per cent, driven by a 23 per cent increase in agricultural exports. The standout increases in 
exports for the individual FTAs (rice with Japan, fibres with China and dairy and beef with Korea) are 
also evident in this scenario. 

Australia-EU FTA and China-Japan-Korea FTA (AE_CJK): The observations under the scenario, 
for total exports, are similar to those under the CJK and AUSEU scenarios. Australian exports of 
agricultural and manufacturing products to the countries in the FTA (China, Japan, Korea and EU) 
increase. The greatest increases are in other meat products, dairy, bovine meat products and wearing 
apparel. 

Australia-EU FTA and Australia-China-Japan-Korea FTA (AE_ACJK): The results of AE_ACJK 
reflect a combination of the results of AUSEU and ACJK. This scenario results in the greatest 
increases in Australian exports of all the scenarios. Australian exports of rice, dairy, beef, other meat 
and fibres to North Asian and European countries all increase significantly. 

Comparing the scenarios 

Figure ES.1 shows the potential impacts of each of the scenarios (after the FTAs are fully 
implemented, relative to the baseline) on Australian exports of agricultural products using the two 
alternative economic models. Figure ES.2 shows the change in total Australian exports from all 
industries. The difference in magnitude of the changes in agricultural and total exports in the two 
figures indicates that agricultural exports are more responsive to the FTAs than other sectors. 

 

Data source: CIE estimates using the GTAP and CIE G-Cubed models 

 

Figure ES.1: Per cent change in Australian agricultural exports 
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Data source: CIE estimates using the GTAP and CIE G-Cubed models 

Figure ES.2: Per cent change in total Australian exports 

 

Implications 

A number of implications are evident from the results presented here. 

• Existing FTAs create trade diversion away from Australian exports. 

− KORUS leads to a reduction in total agricultural exports, although in total this is offset by 
increases in other exports. The major effects within agriculture are on the dairy and beef sectors, 
although there may also be significant effects for other cereal grains and other food products. 

− KOREU also leads to declines in agricultural exports although in this case the magnitude of the 
effects differs between the two models used for the analysis. 

− CHNZ leads to a different pattern of results between the two models with a net reduction in 
agricultural exports from GTAP but a net increase from CIE G-Cubed (albeit very small). 

− These existing FTAs lead to lower exports to the countries within the FTA, but greater exports 
to countries outside the FTA. As the countries within the FTA concentrate their trade on each 
other, their trade with other countries declines, creating an opportunity for Australian exports. 
For example, under KORUS, Australian exports of beef to Korea and US decline, but exports to 
other countries increase. Total Australian exports increase marginally under KORUS as the 
increase to other countries outweighs the decrease in exports to Korea and the US (see figure 
ES.3). 

− There is no evidence that the existing FTAs have impacted on trade patterns to date. 
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Data source: CIE estimates using the GTAP model 

Figure ES.3: Change in the value of Australian beef and total exports to Korea and US and 
other countries under KORUS 

 

• Potential FTAs with North Asian economies have the capacity to increase Australian exports – of 
both agricultural and manufacturing products. 

− AKKU shows that the benefits from an FTA between Australia and Korea would far outweigh 
the negative impacts KORUS has on Australian exports. 

− Of the three Asian trading partners, pursuing an FTA with Japan has the greatest potential to 
increase aggregate Australian agricultural exports.  

− The FTA that has the potential to increase GDP and total exports to the greatest extent differs 
between the models but is either China or Japan. 

• A China-Japan-Korea FTA (CJK) has ambiguous effects on Australian exports. 

− Results vary depending on the simulation model used. 

• New FTAs with Europe and a North Asia bloc could increase exports. 

− The FTA that results in the greatest benefit for Australia is AE_ACJK as it has the greatest 
geographical coverage. 

− For each of these scenarios (AUSEU, ACJK, AE_CJK, and AE_ACJK), the largest effects are 
for dairy and meat. 

− ACJK has five to ten times the effect as AUSEU does. 

− The increase in GDP and exports under ACJK is approximately equal to the sum of the 
increase in exports for the individual FTAs with China, Japan and Korea. The increase in 
Australian GDP is slightly lower under ACJK than the sum of GDP changes under the individual 
FTAs with China, Japan and Korea (figure ES.4).  

− Similarly, the change in exports under AE_ACJK and AE_CJK are similar to the changes 
under the AUSEU, and ACJK and CJK scenarios respectively. 
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Data source: CIE estimates using the GTAP model 

Figure ES.4: Per cent change in the value of Australian exports and GDP under FTAs with 
North Asian economies 

 



 



 

1 

Introduction  
Australia’s agricultural industries are highly reliant on export earnings. To a significant degree, trade 
barriers reduce those potential earnings. While the ideal international outcome would be multilateral 
trade reform — the simultaneous removal of all barriers by all countries — multilateral trade 
negotiations appear to have stalled. This is despite countries recognising the significant economic 
gains that can be achieved by lowering trade barriers and therefore increasing trade volumes. Indeed, 
traditionally, Australia’s approach has been to recognise the substantive benefits of unilateral 
liberalisation and to participate fully in multilateral trade negotiations. Many efficiency gains are 
achieved through unilateral trade liberalisation, and the additional demand side benefits of multilateral 
liberalisation have been seen as a bonus to these domestic efficiency gains. 

In recent years, however, very little has been achieved in multilateral negotiations and as a 
consequence, the focus of many countries has shifted to bilateral trade negotiations as a second best 
means of achieving increases in trade volumes. Australia has been part of this shift (with around 6 free 
trade agreements in force) but there are some major trading partners with which Australia has not 
secured agreements while competitor exporting economies have. There is a risk that Australia’s 
exports will be displaced in key markets by competitors with free trade agreements in place. This 
issue has been highlighted by the recent signing of a free trade agreement between the United States 
and South Korea. 

Trading partners signing free trade agreements with other agricultural producing countries may result 
in displacement of Australian agricultural products and therefore threaten Australia’s export earnings. 
This trade diversion effect of FTAs, clearly evident as a negative for Australia, illustrates the 
fundamental tradeoff involved: FTAs result in a mix of trade creation and trade diversion. The net 
effect of entering into an FTA depends on the balance of these two effects. 

This project seeks to quantify the potential benefits that could arise from securing free trade 
agreements with North Asian countries (Korea, Japan and China) and the EU, key importers of 
Australian agricultural products. The project involved literature reviews, data collection, detailed 
economic modelling and other analysis. This report draws out the key findings from the analysis. 

 



 

2 

Objectives 
This project aims to provide estimates of the potential economic impacts of a range of prospective 
FTA outcomes. In particular, the project is concerned with the trade diversion cost to Australia of 
FTAs already agreed between trading partners, where Australia is not included. This includes the 
Korea-US FTA, the Korea-EU FTA and the China-New Zealand FTA. 

In addition, the project is concerned with examining the potential impacts on Australian trade of 
concluding agreements with China, Japan, Korea and the EU through a number of potential FTAs. 

In this way, the project seeks to understand the implications of not instigating free trade agreements 
by examining the impact of free trade agreements on trade both for agriculture and a number of other 
exporting industries.  
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Methodology   
This report explores the implications of different trading arrangements using two economywide 
(computable general equilibrium, CGE) models of the world economy: the GTAP model and the CIE 
CIE G-Cubed model. Each of the models have different strengths, so both are used to provide a range 
of possible results. 

GTAP is a publically available modelling framework and database managed from the Center for 
Global Trade Analysis at Purdue University. The latest GTAP database (version 8) forms the data 
component of both the GTAP model and the CIE C-Cubed model used in this report. 

The standard GTAP Model is a multiregion, multisector, CGE model, with perfect competition and 
constant returns to scale. Innovative aspects of this model include: 

• the treatment of private household preferences using the non-homothetic CDE functional form 

• the explicit treatment of international trade and transport margins. Bilateral trade is handled via 
the Armington assumption 

• a global banking sector which intermediates between global savings and consumption. 

The GTAP model also gives users a wide range of closure options, including unemployment, tax 
revenue replacement and fixed trade balance closures, and a selection of partial equilibrium closures 
(which facilitate comparison of results to studies based on partial equilibrium assumptions). For this 
project the GTAP model is used to compare the world economy under current tariff rates with the 
state of the economy under tariff rates after FTAs are fully implemented. 

Key features of the CIE CIE G-Cubed model are: 

• identification of trade flows between countries/regions 

• identification of investment flows between countries/regions 

• incorporation of an integrated financial sector (comprising money, bonds, interest rates, lending, 
borrowing, expectations, financial flows, and wealth) 

• full dynamics that can capture the time path of adjustment for each of the economies/regions 
modelled 

• consumers and producers allowed to borrow and lend money over time, with 

• decisions influenced by the return on capital versus other assets 

• inclusion of adjustment costs and expectations. 

The CIE G-Cubed model is a more detailed specification of the CIE G-Cubed suite of models 
developed by Professor Warwick McKibbin and Peter Wilcoxen. More details on the CIE G-Cubed 
model can be found at www.msgpl.com.au and in McKibbin and Vines (2000) and McKibbin and 
Wilcoxen (1998). 

The modelling results presented in the report are described as percentage changes relative to the 
baseline or business as usual. That is, it compares the expected level of GDP, exports or production at 
a future point in time (when the FTA has been fully implemented) under the FTA scenario with the 
expected level at the same point in time had the FTA not been in place. Therefore, a result that states 
the FTA leads to a decline in exports of a particular commodity does not mean a decline from the 
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current level of exports. If exports were expected to increase over time without the FTA, they still 
may increase over time with the FTA but to a lesser extent. 

The models used in this study capture a number of different effects that FTAs can have on economic 
activity. Free trade agreements impact on the relative price of goods, the level of demand for goods 
and income received from the production of goods. The models are able to capture all of these effects 
and interactions between actors in the economy to determine the net effect of the FTA. Box 1 explains 
the different means by which FTAs impact on trade flows. 

 

Box 1: What determines the extent of the impact of FTAs on exports? 

There are five major elements that affect the extent of changes in exports that arise from the implementation of 
free trade agreements. 

1. Size of the barrier:  

The size of the trade barrier that is removed by the FTA has a major impact on the extent that changes occur. 
Removal of a tariff barrier leads to the first round impact of decreasing the price paid by importers and increasing 
the price received by exporters. This acts to increase demand for these products. So, the removal of tariffs would 
be expected to increase exports and production of the good. The extent of the increase depends on the magnitude 
of the tariff reduction. A large reduction in tariffs (resulting for example from the complete removal of a high 
tariff) would lead to greater changes in exports and production than a smaller reduction in tariffs (from the 
complete removal of a small tariff or a decrease in the tariff rate). A free trade agreement will not result in this 
first round effect on products for which there are no tariffs to be removed, or the product line is excluded from 
the agreement. The charts in appendix C show the extent of this first round impact for the scenarios examined in 
the report. 

2. Importance in partner’s trade flows: 

The exporting country’s initial share of imports to the importing FTA trading partner will affect the degree of 
change in exports. If the share is small, then the relative impact of the tariff reduction will be large. For a larger 
share, the tariff reduction will lead to a relatively smaller changes in exports. 

3. Redistribution of resources: 

When the demand for export products changes there are flow on impacts to other sectors of the exporting 
country’s economy. In order to meet an increase in demand for exports of one product, resources in the exporting 
country are redistributed towards production of that product but away from other products. This will lead to a 
decrease in production (and potentially exports) of these other products. The extent to which production of other 
products decreases will depend on their pattern of input use and the elasticity of demand for these products. The 
opposite will happen if demand for exports of a product fall. 

4. Income effects: 

Trade liberalisation that is trade creating will increase the income (GDP) of both trading partners. Increased 
income will mean that the countries are able to increase consumption and increase imports from all countries. 
This impact will be greater for FTAs that lead to greater trade creation and therefore greater increases in GDP. It 
is possible that countries outside the trading bloc increase exports of some products due to the increase in imports 
by the countries within the bloc. 

5. Substitution effects: 

Consumer preferences in the importing country will also determine the extent of changes in trade flows. If there is 
a greater preference for products from the FTA trading partner compared to other countries and products, the 
removal of tariffs will have a greater impact on imports from that country. The importers will substitute towards 
products from the FTA trading partner. 
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1. Overview of recently implemented FTAs 

US-South Korea FTA 

The US-Korea free trade agreement (or KORUS) entered into force on 15 March 2012. The 
agreement is comprehensive, with both parties agreeing to eliminate tariff and non-tariff barriers to 
trade in goods and services. The US International Trade Commission (USITC) estimates that the 
reduction in Korean tariffs and quotas on goods will add $10-12 billion to annual US gross domestic 
product (GDP) and $10 billion to annual merchandise exports to Korea. 

Agriculture 

From entry into force, two thirds (by value) of Korean imports of US agricultural products became 
duty free. The removal of tariffs on agricultural products is summarised in table 1.1. 

The United States agreed to phase out tariffs and quotas on all agricultural imports from South Korea 
under seven phase-out periods ranging up to 15 years (i.e., 2026). One 10-year tariff-rate quota (TRQ) 
will apply to imports to the US of fluid milk and cream, among other specified dairy products. 

Table 1.1: Treatment of agricultural products under KORUS FTA 

Duty free immediately Immediate duty free access within new tariff–rate 
quotas 

Wheat Skim milk powder 

Corn Whey for food use 

Soybeans for crushing Cheese 

Whey for feed use Dextrins and modified starches 

Hides and skins Barley 

Cotton Popcorn 

Cherries Soybeans for food use 

Pistachios Dehydrated and table potatoes 

Almonds Honey 

Orange juice Hay 

Grape juice  

Wine  

Source: USDA FAS 2011 

Beef 

Under the agreement, South Korea will eliminate its 40 per cent tariff on beef muscle meats imported 
from the United States over a 15-year period. The 18 per cent tariff on imports of beef offals (tongues, 
livers, tails, and feet), and tariffs ranging from 22.5 to 72 per cent on other beef products, will also be 
eliminated in 15 years. 

However, sales of US beef will remain limited to cattle less than 30 months old (as per the 2008 Beef 
Protocol). South Korea will also have the right to impose safeguard tariffs on a temporary basis in 
response to any potential surge in imports of US beef meats above specified levels . 
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Assuming that South Korea fully lifts its restrictions on US beef and bilateral beef trade returns to 
normal, the USITC estimates that the phase-out of South Korea’s beef tariff and safeguard could 
increase US beef exports from about $600 million to almost $1.8 billion (58 to 165 per cent above 
what would be the case otherwise).  

Under the KORUS FTA, the American Farm Bureau Federation (AFBF) projects that US beef sales 
would be $265 million higher as the United States recaptures its historic share of the South Korean 
market. However, its analysis notes that it is likely the market share of US beef will not increase over 
time. That is because South Korean tastes have developed a preference for grass-fed Australian beef, 
according to the AFBF, Australian beef will continue to be competitive in price against US beef even 
with the current 40 per cent tariff removed.  

Rice  

The entry of US rice on preferential terms is excluded from the KORUS FTA, however, South Korea 
is required to continue to abide by its multilateral trade commitments to increase rice imports. At 
present, US rice exporters have access to the South Korean market under: 

• a 24 per cent share (50,076 million tonnes, MT) of the rice import quota established under that 
country’s multilateral World Trade Organization (WTO) commitments in 1995 

• a separate “global” quota available to all countries. 

Rice entering under both quotas faces a 5 per cent tariff. Entries above each quota are prohibited. 

Oranges  

At present, South Korea imposes a 50 per cent tariff on all imports of oranges, irrespective of whether 
they enter within or outside an existing TRQ. In the KORUS FTA, a small duty-free quota will be 
created for “in-season” US navel oranges (a variety that is not produced in Korea) that would enter 
between September 1 and the end of February. The initial 2,500 MT TRQ will increase at a compound 
3 per cent annual rate in perpetuity. Shipments in excess of the quota amount during this six- month 
period will continue to be subject to the 50 per cent tariff.  

For “out-of-season” oranges that enter between March 1 and August 31, the 50 per cent tariff will be 
reduced to 30 per cent in the first year of the FTA, and then be completely phased out in stages by 
year 7. South Korea’s 144 per cent tariff on other mandarin oranges will be phased out over 15 years.  

The USDA estimates that the value of the in-season 2,500 MT quota and tariff reductions on all 
orange exports in the first year that the agreement is in effect will be almost $18 million. Over seven 
years, USDA estimates the cumulative value of savings associated with these orange access provisions 
at $208 million. 

Pork  

South Korea will phase out its 25 per cent tariff on one tariff line of frozen pork cuts on 1 January 
2016. This change will affect about 75 per cent of all US pork exports, as recorded by 2010 value.  

Korea’s tariffs on other US pork products will be phased out either by 1 January 2014, or over 10 
years. South Korea secured a safeguard to protect against import surges of some of these fresh pork 
products, which will expire at the end of 10 years.  
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Other goods 

Almost 80 per cent of US exports of consumer and industrial products became duty free on 15 March 
2012, and 95 per cent of bilateral trade will be duty free within 5 years, most tariffs will be eliminated 
in 10 years.  

The USITC estimates that: 

• increases to US automotive exports to South Korea will be in the range of 45 to 59 per cent 
(however this will only amount to about $300-$400 million because of the low current baseline) 

• US machinery exports could be the largest single sectoral gainer from the KORUS FTA, the 
sector stands to gain nearly $3 billion in exports of products 

• US imports of South Korean textiles will increase by $1.7 billion to $1.8 billion and of apparel by 
$1 billion to $1.2 billion, with the major portion of the increase being diverted from other 
countries 

• the KORUS FTA will lead to an increase in US exports of textiles of $130 million to $140 million 
and of apparel of $39 million to $45 million to South Korea. 
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Table 1.2: Summary of selected tariff changes on goods in KORUS 

Category Product Barrier Old rate New rate Effective from 

Automobiles Passenger cars US tariffs 2.5% 0% 2016 (subject to snap back 
provisions if Korea violates 
agreement or there is a 
surge in Korean imports) 

 Passenger cars Korean tariffs  4% 2012 

 Passenger cars Korean tariffs  0% 2016 

 Passenger cars Korean taxes To be reduced and discrepancies based on engine size 
(and import or domestic) removed 

 Trucks US tariffs 25% 0% 2021 (phased over 7 
years) 

 Trucks Korean tariffs 10%5 0% 2012 

Manufacturing Machinery and 
equipment 

Korean tariffs 3-13% 0% Some at 2012, others by 
2014 and 2021 

 Electronics a Korean tariffs 8% 0% 2014 

Textiles and 
apparel 

52% of products 
by value 

US tariffs Average 
11.7%, max 
32% 
(applied) 

0% 2012 

 19% of products 
by value 

US tariffs Average 
11.7%, max 
32% 
(applied) 

0% 2016 

 21% of products 
by value 

US tariffs Average 
11.7%, max 
32% 
(applied) 

0% 2021 

 77% of US 
exports by value 

Korean tariffs Average 
9.1%, max 
13% 
(applied) 

0% 2012 

 13% of US 
exports by value 

Korean tariffs Average 
9.1%, max 
13% 
(applied) 

0% 2015 

 10% of US 
exports by value 

Korean tariffs Average 
9.1%, max 
13% 
(applied) 

0% 2016 

a Those electronics not already covered by the multilateral Information Technology Agreement, such as TV parts, static 
converters, and certain telecommunications apparatus 
Source: Cooper et al. 2013 

Services 

Korea has agreed to match the high level of openness provided by the United States in a host of 
services sectors, ranging from energy and environmental services to financial services and 
distribution. The agreement also discourages Korea from setting technology standards or other 
requirements in a way that would give domestic producers an advantage over American service 
suppliers.  
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The financial services chapter provides significantly improved market access into Korea for American 
financial services firms. The agreement expands US firms’ access to the $100 billion Korean 
government procurement market. 

In general the two countries committed to:  

• provide national treatment and most-favoured-nation treatment to the services imports from each 
other 

• promote transparency in the development and implementation of regulations in services providing 
timely notice of decisions on government permission to sell services 

• prohibit limits on market access, such as a caps on the number of service providers, on the total 
value of services provided, on the total quantity of services provided, and on the total number of 
persons that can be employed by services providers 

• prohibit foreign direct investment requirements, such as export and local content requirements and 
employment mandates 

• prohibit restrictions on the type of business entity through which a service provider could provide 
a service. 

 

EU-South Korea FTA 

The European Union (EU)-South Korea Free Trade Agreement (FTA) entered into force in July 2011. 
The Agreement eliminates tariffs for industrial and agricultural goods in a progressive, step-by-step 
approach. A limited number of agricultural products are excluded from tariff elimination. In addition 
to eliminating duties on nearly all trade in goods, the agreement addresses non-tariff barriers to trade. 
It also includes provisions on issues ranging from services and investments, competition, government 
procurement, intellectual property rights, transparency in regulation to sustainable development. 

Agriculture and food  

Most EU tariffs were to be removed from the commencement of the agreement. Bovine meat will be 
tariff free within 5 years, seafood in 3-5 years, other products (such as milk, honey, some fruit and 
vegetables, prepared fish and crustaceans, sugar, some prepared cereals, tobacco) after 3-5 years, and 
clementines, grapes, other fruits after 10-17 years. Fresh tomatoes, rice and oranges are excluded from 
the agreement. 

Korean tariffs will be removed but over a longer time: 

• some fruit (apples and pears) up to 20 years 

• some oil seeds and oleagineous, green tea, sesame oil up to 18 years 

• some vegetables, meat, products of animal origin or the milling industry, preparation of 
vegetables, beverages up to 15 years 

• some dairy products, live trees and other plants, cereals and sugar up to 10 years. 

Products excluded or where tariffs are expected to remain the same include: rice and rice products, 
some fish products, pepper, barley, soya beans, onion, Korean citrus fruit and garlic (all of which the 
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EU is not a significant exporter). A limited number of highly sensitive agricultural and fisheries 
products have transitional periods longer than 7 years. 

Manufactured products  

Most duties on manufactured products are to be removed immediately, others in up to 5 years (such as 
pneumatic tires, some leather, wood and wool products, car trucks and small aeroplanes, and some 
electrical machinery equipment).  

Practically all customs duties on industrial goods will be fully removed a within the first 5 years once 
the FTA is applied. When considering both industrial and agricultural products, South Korea and the 
EU will eliminate 98.7 per cent of duties in trade value within 5 years from the entry into force of the 
FTA.  

Non-Tariff Barriers  

The EU-Korea FTA includes specific disciplines on non-tariff barriers (NTBs) for four sectors: 
consumer electronics, motor vehicles, pharmaceutical products and medical devices as well as 
chemicals. Concerning consumer electronics, the agreement stresses the need for international 
standardization and simplification of certification as a means of reducing trade costs. Motor vehicle 
NTBs are also expected to be reduced, notably because the FTA provides for a wide-ranging 
recognition of international standards by Korea. With regard to pharmaceutical and medical products, 
the FTA addresses the need to strengthen the transparency in pricing decisions. Finally, the FTA 
introduces bilateral cooperation in order to ensure more transparency in the laws, the regulations and 
their implementation in the chemical sectors. 

Services  

The FTA includes specific provisions for: 

• telecommunications – removal of foreign ownership requirements in Korea, direct operation of 
EU satellite broadcasters into Korea, etc. 

• environmental services – cooperation on non-industrial waste waters 

• shipping – full market access and non-discriminatory treatment in the use of port services and 
infrastructure in Korea 

• financial services – improvement of market access 

• express delivery services 

• air transport services – improved market access for EU services into Korea, etc. 

• EU law firms are being allowed to open offices in Korea to advise foreign investors or Korean 
customers on non-Korean law. 

Still, some sectors are excluded from the agreement, such as audio-visual services, national maritime 
cabotage as well as some aircraft services on the EU side (repair and maintenance, selling and 
marketing of air transport services, handling services, rental services, etc.). 

Other service sectors still remain protected despite some improvement in market access such as: some 
professional services (legal accounting, auditing services), distribution services, education, health and 
social services, tourism and travel, recreational, cultural and sporting activities as well as transport 
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(except a favourable market access for the EU concerning shipping and aircraft services into Korea) 
and energy services. 

 

China-New Zealand FTA 

The Free Trade Agreement between New Zealand and China (NZ-China FTA) entered into force on 1 
October 2008. Under the FTA, tariffs will be removed on over 97 per cent of New Zealand’s exports 
to China and all of China’s exports to New Zealand will eventually be duty-free. 

Table 1.3: Summary of elimination of Chinese tariffs 

Date for tariff elimination Percentage of current exports Key export products 

2008 35 Scrap metal, certain types of 
fibreboard, fish meal, coking coal 
and iron slag 

2009 6 Around 75% of current wool exports 
(with the balance of current exports 
becoming duty free over 8 years) 

2012/13 31.2 Infant milk formula, yoghurt, casein, 
frozen fish, frozen fish fillets, 
methanol, animal fats & oils, apples 
and wine 

2016 4 Edible offal, oranges, orange juice, 
milking machines, sheep & beef 
meat, kiwifruit, sheepskins 

2017 2.5 Butter, cheese and liquid milk 

2019 15.2 Skim and whole milk powders 

No tariff preference 4 Certain paper products and 
processed wood products 

Source: Ministry of Foreign Affairs and Trade 2008 

Table 1.4: Summary of elimination of New Zealand tariffs 

Date for tariff elimination Percentage of current exports Key export products 

2008 38.5 37% of trade is already duty free 

2012/13 35.5 Steel, whiteware, plastics, furniture, 
tyres, plasterboard 

2014 4.5 Clothing, footwear, carpets and some 
textiles 

2016 21.5 Clothing and footwear 

Source: Ministry of Foreign Affairs and Trade 2008 

Services  

The services chapter of the FTA establishes the general obligation of national treatment and market 
access in sectors listed in the services schedules to the FTA, subject to the restrictions specified in the 
schedules. 
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China’s commitments in services that go beyond its commitments in the WTO are in the following 
sectors: 

• computer and related services – including software implementation services, data processing 
services, and input preparation services 

• services related to management consulting 

• education (discussed in further detail below) 

• environmental services – an improved Mode 3 (investment in environmental services) 
commitment permitting wholly foreign-owned enterprises 

• sporting and other recreational services 

• air transport services (aircraft repair and maintenance services, and air travel computer reservation 
services) 

• road transport services (freight transportation by road in trucks or cars; maintenance and repair of 
motor vehicles; storage and warehousing services; and freight forwarding agency services). 

New Zealand’s commitments in services that go beyond its commitments in the WTO are in the 
following sectors: 

• other education services (training provided in specialist language institutions, language 
assessment services provided through Chinese language testing centres, and tuition in subjects 
taught at the primary and secondary levels in specialist institutions operating outside the New 
Zealand compulsory school system) 

• environmental services (the provision of consultancy services, and the delivery of services, across 
the full range of environmentally related services) 

• computer services (maintenance and repair of office machinery and equipment, including 
computers and other computer services) 

• photographic services 

• duplicating services 

• construction services (consultancy related to construction services). 

Investment  

Both New Zealand and China have agreed to treat investors and investments of the other country at 
least as well as they treat their own investors subject to an exception for existing measures that are not 
in conformance with the obligations (‘national treatment’). 

 

Impact of existing FTAs to date 

In appendices A and B, recent changes in the imports of agricultural products to Korea and China are 
discussed. The information in these appendices provide some background for the scenarios discussed 
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in this report – context as to the major sources of agricultural products for these importing countries, 
and how this has changed over time in response to changes in trade barriers and other influences.  

The data do not show any evidence of the free trade agreements between US and Korea, EU and 
Korea, and China and New Zealand having significantly changed trade patterns to date. The 
agreements, which started between 2008 and 2012, are all designed to have tariff barriers lowered 
over a time period of up to 20 years. Generally speaking, the tariffs that are expected to have the 
greatest impact on trade patterns are lowered over longer time periods. Accordingly, the tariff 
reductions observed up until 2012 are small and so have had little, if any, impact on trade patterns. 

The discussion in the appendices also highlights the significant impact that non-tariff factors can have 
on trade, particularly the impact of disease outbreaks and contamination fears. Some examples of 
these fears observed between 1996 and 2012 include: 

• the bovine spongiform encephalopathy outbreak in US and Canada in 2003 which disrupted US 
beef exports to Korea and China 

• the outbreak of avian influenza in 2004 lowered US poultry exports to China 

• concerns over the H1N1 influenza virus (swine flu) depressed Chinese demand and prices for 
pork in 2009 

• contamination of domestic Chinese dairy products with melamine in 2008 drove an increase in 
imports. 
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2. The simulations 
In order to assess the implications of a variety of FTAs, we have undertaken 12 key simulations 
covering both existing and potential FTAs. 

Trade patterns prior to FTA implementation 

The modelling exercises undertaken for this report are based on the latest GTAP database which 
reflects global trade patterns prior to any of the discussed FTAs are implemented.  

Prior to the existing FTAs between Korea-US, Korea-EU and China-NZ, Australia’s exports were 
dominated by minerals and related sectors (accounting for 51 per cent of total exports). Manufacturing 
industries accounted for 16 per cent of exports and agriculture and food products 13 per cent. Within 
the agriculture and food exports, beef accounts for over 25 per cent, dairy products 10 per cent, and 
combined other food and beverage products another 25 per cent. 

The largest destination of all Australian exports is China, with 18 per cent of exports going to China, 
followed by Japan with 16 per cent of exports and the EU with 15 per cent (figure 2.1). The pattern of 
destinations for agriculture and food exports is similar to total exports. Most agricultural exports flow 
to Japan (18 per cent) and China (15 per cent), but the EU is less significant (10 per cent). Australia is 
the fourth largest exporter of agricultural and food products to Korea after the US, China and EU. The 
US, China, EU and ASEAN countries are also bigger exporters of agricultural and food products to 
Japan. Chinese imports of agricultural and food products are sourced largely from the US, EU and 
ASEAN countries. 

 

             

Data source: GTAP database (version 8) 

Figure 2.1: Destination of Australian exports 

 

Existing FTAs 

The simulations cover three existing FTAs: Korea-US, Korea-EU and China-NZ. These were 
implemented between 2008 and 2012, and to date the full implementation has not been completed. 
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In reporting results these are abbreviated as KORUS, KOREU, and CHNZ, respectively. 

In order to simulate the effects of these, we conduct a simulation that imposes the FTA relative to a 
baseline that assumes the FTA was not present. While it would also be possible to simulate the 
removal of an existing FTA, because these FTAs have not yet been completed, constructing a 
simulation of their imposition allows an easy comparison with simulations of potential FTAs (that is, 
they can be compared without having to imagine a change in baseline). For these simulations, a 
positive outcome shows that the FTA improves the relevant variable (relative to what would have 
been the case without the FTA) while a negative outcome indicates a worsening in the relevant 
variable (relative to what would have been the case without the FTA). 

Potential FTAs 

Nine potential FTAs are considered. These are: 

• An FTA between Australia and China (abbreviated as AUCH); 

• An FTA between Australia and Japan (abbreviated as AUJP); 

• An FTA between Australia and Korea, without the presence of KORUS (abbreviated as 
AUKO); 

• An FTA between Australia and Korea, with the presence of KORUS (abbreviated as AKKU); 

• An FTA between China, Japan and Korea (abbreviated as CJK); 

• An FTA between Australia and the EU (abbreviated as AUSEU); 

• An FTA between Australia, Japan, China and Korea (abbreviated as ACJK); 

• The simultaneous development of the Australia-EU FTA along with the China, Japan and 
Korea FTA (abbreviated as AE_CJK) 

• The simultaneous development of the Australia-EU FTA along with the FTA between 
Australia, Japan, China and Korea (abbreviated as AE_ACJK). 

The schedule of tariff reductions 

For the existing FTAs, the simulated schedule of tariff reductions is implemented according to the 
actual published schedule for the relevant FTA.  

For the potential FTAs, we have developed a synthetic schedule of protection reductions where all 
barriers are assumed to steadily reduce to zero over the period between 2015 and 2020. 

This is, of course, not a prediction of actual outcomes under the potential FTAs but reflects a 
hypothetical simulation designed to illustrate the potential outcomes of the FTA. While we have 
assumed that trade barriers are reduced to zero, this is probably an unlikely outcome for an actual 
FTA — in most cases removal of barriers is not complete. We have chosen this assumption, however, 
in order to indicate the potential for the FTA, particularly in terms of the relativities between different 
sectors. The assumption is somewhat justified by the fact that under the KORUS and CHNZ FTAs, all 
but four of the included sectors have their tariffs removed completely at the end of the scheduled tariff 
reductions. The remaining tariffs are low and do not exceed 5 per cent. 
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Simulated changes in relative prices 

Implementing the FTA can be seen as, in the first round, resulting in changes in the relative prices 
faced by importers in the participant countries. Effectively, import prices fall for imports coming from 
countries within the FTA and, relatively, increase for those from outside. This directly translates to 
the initial competitiveness of exporters: exports to other countries within the FTA become more 
competitive relative to exporters who are outside the FTA. 

The series of charts in appendix C shows the initial changes in prices for each of the FTAs. For 
AKKU, the prices changes are the same as for KORUS and AUKO. For the ACJK FTA, the prices 
changes between China, Korea and Japan are the same as those under the CJK FTA and the price 
changes with Australia are the same as those under the individual FTAs between Australia and the 
North Asian economies. Similarly, the price changes for the AE_CJK and AE_ACJK FTAs are the 
same as under the AUSEU, CJK and ACJK FTAs for the relevant countries. 

The charts show that under the Korea-US FTA, the price of agricultural goods from the US fall 
significantly, in particular oil seeds and other cereal grains but also dairy and beef products. Under the 
agreement US importers face declines in the price of processed food products from Korea, but also 
considerable declines in the prices of some manufactured products such as clothes and textiles, and 
metals and other manufactures. 

Tariff changes under the Korea-EU FTA lead to reductions in the price of processed agricultural 
products for both EU and Korean importers. Korean importers will also have access to lower priced 
cereal grains and fruit and vegetables from the EU, while EU importers will benefit from lower cost 
textiles, clothing and leather products. 

The China-New Zealand FTA will lead to across the board price reductions for Chinese importers of 
New Zealand goods. New Zealand importers will have access to cheaper clothing, textiles and leather 
products from China. 

The Australia-China FTA would lead to a fall in the price of Australian imports of manufactured 
products, especially wearing apparel, textiles and motor vehicles. The cost of Chinese imports of 
Australian agricultural, food and fibre products would fall – in particular sugar, wool, wheat and plant 
based fibres. 

An Australia-Japan FTA would see Australian imports of manufactured products from Japan, in 
particular wearing apparel and motor vehicles, become cheaper. Japanese imports of food and 
agricultural products from Australia would be cheaper (especially processed rice). 

The Australia-Korea FTA leads to reductions in prices for Australian import of manufactured 
products from Korea, with motor vehicles showing the greatest change. For Korean imports of 
Australia products, the prices for cereal grains, vegetables, fruit and nuts, beverages and tobacco and 
dairy products would fall the most. 

The removal of tariffs between EU and Australia would see significant price reductions for EU 
imports of Australian processed agricultural products, in particular beef, dairy and sugar products. 
Australian importers will see price reductions for clothing and motor vehicles among other 
manufactured products from the EU. 

Under a trilateral agreement between China, Japan and Korea, Japanese importers will see large 
reductions in the price of Chinese rice, dairy products and sugar cane. Korean importers will see large 
declines in the price of cereal grains and oil seeds from China. The price of chemical, rubber and 
plastic products exported from Japan to China will fall significantly, as will the price of rice. Korean 
importers will benefit from substantial declines in the price of cereal grains, vegetables and fruit and 
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oil seeds from Japan. Japanese imports of dairy and sugar products from Korea will be cheaper. 
Chinese imports of Korean sugar products will also benefit from lower prices. 
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3. Overview and macro results 

Overview of effects 

Table 3.1 provides a qualitative overview of the key effects of each of the simulated FTAs. The 
results reported refer to the value of trade and production, where prices used are in real terms. 

Table 3.1: Overview of effects of the FTAs 

Scenario Effect on participants Australian exports to 
countries within the 
bloc 

Australian exports 
outside the bloc 

Australian production 

Korea-US FTA 
(KORUS) 

Small increase in GDP 
for both. 7 to 20% 
increase in trade 
between participants. 

Overall decline. Biggest 
impact on grains, other 
crops, meat and dairy 
(declining by between 6 
and 30%). Very small 
effects outside 
agriculture. 

Very small increases 
(less than 1%). 

Small declines (up to 
3%) in beef, meat and 
dairy industries. 

China-New Zealand 
FTA 
(CHNZ) 

Small increase in NZ 
GDP, no macro effect 
for China. 35% increase 
in NZ trade with China. 

Decline in meat, dairy 
and TCF exports. 
Effects range from 3 to 
24%. Some trade 
creation evident, 
however. 

Negligible increases 
outside the bloc. 

Meat, dairy and TCF 
output declines. 

Korea-EU FTA 
(KOREU) 

Increase in trade from 
Korean perspective, 
but small from EU 
perspective. 

Main effects on meat, 
food products and dairy 
(up to 12% decline). 
Limited effects outside 
agriculture except for 
motor vehicles. 

Minor increase (less 
than 1%). 

Main effects on wheat, 
milk, dairy (0.5% 
decline) and motor 
vehicles. 

Australia-China FTA 
(AUCH) 

Small increase in GDP 
for both countries. 
Chinese trade with 
Australia increased, 
with little change in 
trade with other 
countries. 

Increase in Australian 
exports to China, 
particularly for textiles 
and plant and animal 
fibres. Other 
agricultural sectors 
have smaller increases 
in exports. 

Australian exports of 
wool to other 
destinations declines 
by over 40%. Smaller 
declines across other 
sectors. 

Large increases in wool 
and plant based fibres, 
declines in textiles and 
wearing apparel. Other 
sectors little change. 

Australia-Japan FTA 
(AUJP) 

36% increase in 
Japanese exports to 
Australia. 

Large increases in 
exports of processed 
agricultural products. 

Small declines in 
exports across all 
sectors. 

Increases in most 
agricultural products, 
especially meat and 
dairy. Some declines in 
manufacturing. 

Australia-Korea FTA 
(without KORUS) 
(AUKO) 

Small GDP increases 
for both. Korean 
exports to Australia 
increases by over 35%, 
and almost 90% for 
motor vehicles. 

Substantial increases 
in exports of 
agricultural products, 
especially dairy (277%), 
fruit and vegetables 
(256%) and meat (over 
100%). 

Small declines in 
exports across all 
sectors. 

Increases for beef and 
dairy products. 
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Scenario Effect on participants Australian exports to 
countries within the 
bloc 

Australian exports 
outside the bloc 

Australian production 

Australia-Korea FTA 
(with KORUS) 
(AKKU) 

Increase in GDP in 
Korea, very small 
impacts on Australia 
and US. Increase in 
Korea trade with US 
and Australia. 

Agricultural exports to 
Korea increase 
significantly, especially 
for dairy, fruit and 
vegetables and meat. 

Small declines in 
exports across all 
sectors. 

Increases for beef and 
dairy products and their 
inputs. 

China-Japan-Korea 
FTA 
(CJK) 

Noticeable increase in 
income and up to 35% 
increase in trade within 
FTA. 

Mixed results for 
Australian agriculture 
along with some large 
declines in 
manufacturing. 

Mostly small, although 
largest effects in 
manufacturing. 

Small effects overall. 

Australia-EU FTA 
(AUSEU) 

Small income effect for 
both countries, 6 to 
15% increase in 
Australia-EU trade. 

Substantive increase in 
Australian exports to 
EU. Major effects in 
meat and dairy. 

Small declines (1 to 
2%) in exports to other 
destinations. 

Main increase in meat 
and dairy, but also 
some declines in 
manufacturing. 

China-Japan-Korea 
FTA with Australia 
(ACJK) 

0.1% increase in 
Australian GDP. Large 
increase in trade within 
FTA. 

Large increases in 
agricultural trade 
(especially meat and 
dairy). Large effects 
also in parts of 
agriculture. 

Relatively large 
declines in trade 
outside the FTA, evenly 
distributed between 
agriculture and 
manufacturing. 

2 to 20% increase in 
agricultural production. 
Some declines in 
manufacturing. 

China-Japan-Korea 
and EU-Australia 
(AE_CJK) 

Increases in income 
and trade. 

Mixed pattern of 
results. Increases in 
meat and dairy. 

Mostly small in 
agriculture. Some 
increases in 
manufacturing. 

Small increase in 
agricultural production. 
Some declines in 
manufacturing. 

China-Japan-Korea-
Australia and EU-
Australia. 
(AE_ACJK) 

Increases in income 
and trade. Trade within 
regions increases by up 
to 30%. 

Mixed pattern of 
results. Mostly 
increases in agriculture 
and manufacturing. 

Some declines in 
agricultural trade (5% 
on average). 

Increase in all 
agricultural production, 
especially meat and 
dairy. Some declines in 
manufacturing. 

Source: CIE estimates based on GTAP and CIE G-Cubed simulations 

 

GDP and aggregate exports 

Table 3.2 shows the effects on GDP and aggregate exports for each of the FTAs in each of the 
potential participants. Results are presented as percentage deviation from a baseline assuming the 
FTA is not in place. 
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Table 3.2: Per cent change in GDP and aggregate exports of key countries under each 
scenario, effect in 2030 relative to baseline 

  KORUS KOREU CHNZ AUCH AUJP AUKO AKKU CJK AUSEU ACJK AE_CJK AE_ 
ACJK 

  % 

Australia GDP 0.001 -0.001 0.003 0.075 0.040 0.015 0.001 -0.018 0.037 0.112 0.019 0.148 

 Exports 0.024 0.009 -0.020 0.780 0.345 0.165 0.189 0.149 0.609 1.439 0.757 2.047 

New 
Zealand 

GDP -0.001 -0.001 0.047 -0.006 -0.005 -0.003 -0.001 -0.013 -0.004 -0.027 -0.017 -0.031 

 Exports 0.030 0.011 0.635 -0.073 -0.043 -0.023 0.007 0.157 -0.034 0.018 0.123 -0.017 

United 
States 

GDP 0.001 0.000 0.000 0.000 0.000 0.000 0.001 -0.002 0.000 -0.002 -0.002 -0.002 

 Exports 0.256 0.013 -0.001 -0.001 -0.004 0.000 0.256 0.035 0.005 0.030 0.041 0.036 

China GDP -0.003 -0.003 0.003 0.027 -0.002 0.000 -0.003 0.507 -0.001 0.532 0.507 0.531 

 Exports -0.036 -0.043 0.025 0.185 -0.011 -0.005 -0.041 3.097 0.001 3.266 3.098 3.267 

Japan GDP -0.001 -0.001 0.000 -0.001 0.026 -0.001 -0.001 0.147 -0.001 0.170 0.146 0.170 

 Exports 0.055 0.026 0.000 0.019 0.194 0.013 0.068 0.749 0.023 0.974 0.772 0.998 

Korea GDP 0.182 0.103 0.000 -0.002 -0.004 0.053 0.182 0.249 -0.001 0.296 0.247 0.294 

 Exports 0.234 0.924 0.000 -0.003 0.010 0.110 0.344 1.925 0.010 2.041 1.935 2.051 

EU GDP 0.000 0.004 0.000 0.000 0.000 0.000 0.000 -0.002 0.003 -0.003 0.001 0.000 

 Exports 0.021 0.031 0.000 0.002 0.003 0.001 0.022 0.076 0.024 0.082 0.099 0.106 

Source: CIE simulations using GTAP model 

Several key points emerge from these results. 

First, participants in the FTAs all experience an increase in GDP and exports (relative to not having 
the FTA in place). The relative increase is usually larger for the smaller participant. This is clearly 
seen with KORUS, KOREU and CHNZ. This is also the case for AUSEU, AUCH, AUJP and AUKO. 

Second, the various agreements also affect countries outside the FTA, although in some cases these 
effects are very small. The magnitude of this effect is mixed and depends on a combination of trade 
diversion and trade creation effects. 

Third, the overall effects on Australia vary considerably by FTA.  

• KORUS, KOREU and CHNZ result in very small effects on aggregate GDP and exports (in 
the case of KORUS, a small increase in both GDP and total exports). As discussed further 
below, this macro effect hides some important compositional changes. 

• CJK results in a small increase in Australian exports, mostly due to some indirect 
opportunities emerging through income effects within China, Japan and Korea (further details 
are provided below). 

• The bilateral FTAs that include Australia (AUCH, AUJP, AUKO, AKKU and AUSEU) 
increase both Australian GDP and exports.  

• ACJK results in a much larger potential increase in Australian GDP compared with AUSEU.  

• By far the largest effect is AE_ACJK, with an increase in GDP of 0.15 per cent. 
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Exports by broad industry group 

Table 3.3 provides a broad industry breakdown for the aggregate export results reported above. 

Table 3.3: Per cent change in total Australian exports (to all destinations) under each scenario, 
effect in 2030 relative to baseline 

Scenario Agriculture Mining Manufacturing Other 

 % % % % 

KORUS -0.937 0.142 0.168 0.224 

KOREU -0.180 0.023 -0.077 0.158 

CHNZ -0.038 0.028 -0.269 0.066 

AUCH 6.140 0.079 1.747 -1.656 

AUJP 12.447 -1.531 -1.259 -1.326 

AUKO 4.310 -0.447 0.147 -0.905 

AKKU 3.373 -0.306 0.315 -0.680 

CJK 0.101 0.062 -0.439 0.839 

AUSEU 2.953 -0.084 2.040 -0.245 

ACJK 22.998 -1.837 0.196 -3.046 

AE_CJK 3.054 -0.022 1.601 0.594 

AE_ACJK 25.951 -1.921 2.236 -3.292 

Source: CIE simulations using the GTAP model 

A number of key points emerge from these results. 

First, the existing FTAs (KORUS, KOREU and CHNZ) all result in a decline in Australia’s aggregate 
agricultural exports. The effect on other industry groups varies, however. For example, KORUS 
results in some indirect increases in exports of other industry groups.  

Second, CJK results in an increase in agricultural exports but a decline in manufacturing exports. This 
mixed pattern reflects changed indirect opportunities as a result of this FTA. 

Third, AUCH, AUJP and AUKO all result in increased agricultural exports (particularly for AUJP) 
and mixed results for other industry groups. ACJK effectively aggregates the results from the 3 
individual FTAs.  

Fourth, the AKKU results in slightly smaller changes for most industry groups compared with AUKO 
due to greater competition from the US. 

Finally, AUSEU creates an opportunity for increased agricultural exports, although less than the FTAs 
with the Asian economies. AE_ACJK makes a small aggregate difference compared with ACJK. 

Time profiles: CIE G-Cubed simulations 

Figures 3.1, 3.2 and 3.3 show the aggregate effects (on GDP, agricultural exports and agricultural 
outputs) of the various FTAs as indicated through simulations with the CIE G-Cubed model. For the 
existing FTAs, the time profile of results is essentially determined by the scheduling within the FTA 
itself (see chapter 1). The time profile for the potential FTAs emerges largely from the assumption of 
a smooth decline in barriers between 2015 and 2020. As noted, this decline is designed to be 
illustrative rather than a prediction of what will actually occur. 
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Each of the CIE G-Cubed sets of results show some distinct turning points in outcomes — these 
reflect points either where reduction in trade barriers commence (for example, 2015) or where they 
are completed (for example, 2020) and the economy moves towards a long term equilibrium. In some 
cases, there are economic effects slightly prior to the actual scheduled reductions (for example, in the 
cases of ACJK and AE_ACJK). This reflects some of the expectation effects of the imminent 
introduction of the FTA that leads to changed investment planning. 

For each of the variables covered by these charts (GDP, agricultural exports and agricultural output), 
the largest effects arise from ACJK and AE_ACJK). Each of these involves substantial liberalisation 
with important trading partners. Importantly, the CIE G-Cubed model results show much greater 
potential for GDP increases than do the GTAP results (see table 3.2). This is a consequence of the 
greater investment and financial responses in CIE G-Cubed. 

 
Data source: CIE simulations with CIE G-Cubed 

Figure 3.1: Australian GDP, per cent deviation from baseline 

 

Data source: CIE simulations with CIE G-Cubed 

Figure 3.2: Australian agricultural exports, per cent deviation from baseline 
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Data source: CIE simulations with CIE G-Cubed 

Figure 3.3: Australian agricultural output, per cent deviation from baseline 
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4. Effects of KORUS 

… on FTA parties 

Table 4.1 summarises the key income and trade impacts of KORUS on Korea and the United States. 
The GDP effect is largest for Korea, and relatively small for the US. In both cases, the GDP effect is 
considerably smaller than the trade effect.  

• Korea’s exports to the United States increase by 6.7 per cent, while exports outside the US decline 
slightly. Korea’s imports from the US increase by 19 per cent, while imports from outside the US 
decrease by 2.2 per cent.  

− The increase in Korean exports to the US (in real dollar terms) mostly come from the textiles; 
machinery and equipment nec; chemical, rubber and plastic products; motor vehicles and parts; 
and wearing apparel sectors. 

• US exports to Korea increase by 19 per cent, with exports elsewhere falling slightly. US imports 
from Korea increase by 6.7 per cent, with imports from other countries also increasing slightly. 

− US exports to Korea mostly (in real dollar terms) increase in the machinery and equipment nec; 
chemical, rubber and plastic products; other cereal grains; other food products; and oil seeds 
sectors. Together, agriculture and food industries account for around one third of the increase in 
US exports to Korea. 

Table 4.1 Effect of KORUS on GDP and trade of the participants, percentage change relative 
to baseline 

Variable Korea United States 

 %  % 

GDP 0.2 0.001 

Exports within the FTA 6.7 19.3 

Exports outside the FTA -0.7 -0.5 

Imports within the FTA 19.3 6.7 

Imports outside the FTA -2.2 0.1 

Source: CIE simulations with the GTAP model 

 

…. on Australia 

Australian GDP increases marginally (by 0.001 per cent) due to the implementation of KORUS and 
total Australian exports to all countries increases slightly. Figure 4.1 and tables 4.2 and 4.3 show the 
effects of KORUS on Australia’s exports: in total, to countries within KORUS; and to countries 
outside KORUS.  

The greatest negative impacts on exports to the KORUS countries occur in the agriculture and food 
processing sectors. This is largely the result of a diversion of Korean imports away from Australian 
products towards US products as US products become relatively cheaper. The initial price change for 
US products in Korea can been seen in figure C.1, where the greatest price effects of the removal of 
trade barriers are in the agriculture or food processing sectors.  
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Exports of these agricultural products increases slightly to those countries outside the trading bloc as 
the US channels its exports to the more valuable Korean market. The trade to these markets outside 
the trading bloc is at a lower price than what would have been to the trading bloc in the absence of the 
FTA. The only sector that sees a decrease in exports to countries outside the bloc is other food 
products. Korean production and exports of food products increases significantly as a result of 
KORUS, which not lonely replaces Australian exports to Korea but also Australian exports to other 
trading partners such as Japan and New Zealand. 

Production and exports in the Australian non-agriculture and food sectors increase slightly as they 
take advantage of resources freed up by the decline in agricultural production (particularly beef). A 
comparison of the lower part of the panels in figure 4.1 shows that most of these exports flow to 
countries other than US and Korea. 

The value changes shown in table 4.4 allow the magnitude of the changes in selected sectors to be 
compared. It shows for example, that although in percentage change terms the decline in exports of 
other cereal grains to all countries is slightly larger than bovine meat products, in terms of export 
revenue for Australia, the impact on the bovine meat products sector is much more significant. This is 
purely driven by the fact that the overall volume of exports of bovine meat products is much greater 
than for other cereal grains. 

Figure 4.2 shows that the time profile of changes in exports (to all countries) is more complicated, in 
some cases. For example, total exports of oil seeds increase initially, but this increase starts to decline 
after 2018. In contrast, exports of dairy and meat products show a steady decline (relative to the 
baseline) as the FTA is implemented. The decline in exports relative to the baseline does not imply an 
absolute decline in exports over time. 
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Data source: CIE simulations with GTAP  

        decline in exports of ‘other cereal grains’ to countries in the bloc is 100%, but has been truncated due to the scale of the chart 

Figure 4.1: Impact of KORUS on Australian exports, per cent deviation from baseline at 2030 

 

* 

* 
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Table 4.2: Impact of KORUS on Australian exports, per cent deviation from baseline at 2030 

 Total Countries in trading bloc Countries outside bloc 

Wheat 1.30 4.61 0.17 

Other cereal grains -3.07 -100.73 0.04 

Vegetables, fruit, nuts 0.03 -0.46 0.07 

Oil seeds -0.21 -18.17 0.48 

Sugar cane, sugar beet 0.71 3.33 0.21 

Plant-based fibres 0.57 3.93 0.27 

Other crops -3.27 -32.69 0.43 

Cattle, sheep goats, horses 0.43 -1.31 0.46 

Other animal products -0.07 -1.66 0.01 

Raw milk -0.87 -7.18 0.35 

Wool 0.05 0.50 0.05 

Forestry 0.37 0.65 0.17 

Fishing 0.03 0.49 -0.01 

Coal 0.10 0.13 0.10 

Oil 0.42 0.60 0.30 

Gas 0.32 0.71 0.31 

Minerals nec 0.00 -0.52 0.06 

Bovine meat products -2.86 -8.60 0.64 

Other meat products -0.36 -10.79 0.20 

Vegetable oils and fats -0.32 -4.65 0.07 

Dairy products -0.70 -9.07 0.19 

Processed rice 0.08 0.90 0.08 

Sugar 0.97 3.29 0.04 

Other food products -1.67 -5.94 -1.09 

Beverages and tobacco 0.03 -0.06 0.07 

Textiles 0.22 0.18 0.23 

Wearing apparel 0.13 -0.11 0.16 

Leather products 0.27 -0.57 0.32 

Wood products 0.17 0.36 0.15 

Paper products, publishing 0.23 0.64 0.20 

Petroleum 0.08 -0.20 0.09 

Chemical, rubber, plastic products -0.02 -1.10 0.21 

Mineral products nec 0.20 0.31 0.16 

Ferrous metals 0.27 0.22 0.29 

Metals nec 0.23 -0.66 0.33 

Metal products 0.28 0.19 0.29 

Motor vehicles and parts 0.06 -1.08 0.22 

Transport equipment nec 0.49 0.41 0.52 

Electronic equipment 0.38 0.37 0.38 

Machinery and equipment nec 0.28 0.03 0.35 

Manufactures nec 0.24 0.25 0.24 
Source: CIE simulations with GTAP 
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Table 4.3: Impact of KORUS on Australian exports by key sector, per cent deviation from 
baseline at 2030 

 Total Countries in trading bloc Countries outside bloc 

Total 0.02 -0.95 0.19 

Agriculture -0.94 -5.03 0.09 

Mining 0.14 -0.24 0.19 

Manufacturing 0.17 -0.32 0.27 
Source: CIE simulations with GTAP 

 

Table 4.4: Value change in Australian exports (to all countries), change in 2030 relative to 
baseline 

Sector GTAP CIE G-Cubed 

Dairy products -18 -27 
Bovine meat products -212 -151 
Wool 0 4 
Other cereal grains -12 -6 
Other food products  -44 -1 
Total agriculture -271 -173 
   
Mining 144 103 
Manufacturing 53 2 
   
Total exports 25 85 

Source: CIE simulations with GTAP and CIE G-Cubed 

 

 

Data source: CIE simulations with CIE G-Cubed 

Figure 4.2: Impact of KORUS on Australian exports to all countries by sector, per cent deviation 
from baseline 
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5. Effects of KOREU 

… on FTA parties 

Table 5.1 summarises the key income and trade impacts of KOREU on Korea and the EU. The GDP 
effect is largest for Korea, and relatively small for the EU. In both cases, the GDP effect is 
considerably smaller than the trade effect.  

• Korea’s exports to the EU increase by 15.5 per cent, while Korea’s exports outside the EU decline 
by around 2 per cent. Korea’s imports from the EU increase by 25.8 per cent, while imports from 
outside the EU decrease by 1.5 per cent.  

− The increase in Korean exports to the EU (in terms of dollar value) is driven mostly by 
increases in exports of motor vehicles and parts; electronic equipment; machinery and equipment 
nec; chemical, rubber and plastic products; and textiles. 

• EU exports to Korea increase by 25.8 per cent, with exports elsewhere falling slightly. EU imports 
from Korea increase by 15.5 per cent, with imports from other countries decreasing slightly. 

− EU exports to Korea mostly (in dollar terms) increase in the machinery and equipment nec; 
chemical, rubber and plastic products; motor vehicles and parts; other food products; and other 
meat products sectors. Together, the agriculture and food sectors make up 15 per cent of the 
increase in EU exports to Korea. 

Table 5.1 Effect of KOREU on GDP and trade of the participants, percentage change relative 
to baseline 

Variable Korea EU 

 %  %  

GDP 0.1 0.004 

Exports within the FTA 15.5 25.8 

Exports outside the FTA -1.7 -0.2 

Imports within the FTA 25.8 15.5 

Imports outside the FTA -1.5 -0.1 

Source: CIE simulations with the GTAP model 

 

…. on Australia 

The impact of the KOREU FTA on Australia is expected to be small, with a range of competing 
effects so that the two models used for the analysis produce contrasting results – for both GDP and 
total exports. Under the GTAP model, implementation of the KOREU FTA is projected to lead to a 
very small decline in Australian GDP (of 0.001 per cent) but an increase in total exports to all 
destinations. The effect on Australia’s exports is shown in figure 5.1 and tables 5.2, 5.3 and 5.4.  

The sectors most affected are the food processing sectors (particularly dairy) as well as a few 
manufactured products such as motor vehicles and parts. These declines, relative to the baseline, are 
driven by a shift by Korean importers to the relatively cheaper EU products. Australian exports to 
countries outside the bloc generally increase as the Korean and EU trade is diverted from these 
markets to each other.  
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Overall, Australian output of dairy products falls, relative to the baseline, but by less than half a per 
cent. The manufacturing and mining sectors see a slight increase in production as resources are 
redistributed from the agriculture sectors. Production of motor vehicles and parts declines as exports 
to both EU and Korea decline. This is a significant driver of the decline in total manufacturing exports 
(table 4.4). The increase in mining and other exports, partly driven by increased demand from the EU 
and Korea for intermediate goods, leads to an overall increase in Australian exports of all products. 

Over the period of implementation of the agreement, the deviations from the baseline export volumes 
become progressively larger as the tariff barriers are gradually removed. The decline in exports of 
wool, as shown in figure 5.2, is projected to be greater under the CIE G-Cubed simulation compared 
with GTAP1. The decline shown here is steeper than other sectors, despite a relatively modest change 
in tariff rates, because the sector is has a larger elasticity of substitution (that is it is more sensitive to 
prices changes) than others. 

 

                                                      

1 The CIE G-Cubed model results are used here to show the changes in exports over time. Due to the different 
structures of the model, the results of GTAP and CIE G-Cubed differ slightly. It is most obvious in this case as it 
results in differences in the sign of changes for some variables. 
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Data source: CIE simulations with GTAP  

Figure 5.1: Impact of KOREU on Australian exports, per cent deviation from baseline at 2030 

 

% % % 
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Table 5.2: Impact of KOREU on Australian exports, per cent deviation from baseline at 2030 

 Total Countries in trading bloc Countries outside bloc 

Wheat -0.27 -1.21 0.06 

Other cereal grains -0.03 -1.22 0.01 

Vegetables, fruit, nuts 0.02 0.12 0.00 

Oil seeds 0.04 0.14 0.04 

Sugar cane, sugar beet 0.06 0.03 0.08 

Plant-based fibres 0.12 1.23 0.01 

Other crops -0.12 -1.03 0.04 

Cattle, sheep goats, horses 0.02 -1.28 0.04 

Other animal products 0.03 0.26 0.00 

Raw milk 0.28 0.49 0.19 

Wool 0.00 0.10 -0.01 

Forestry -0.13 -0.36 0.05 

Fishing -0.01 0.12 -0.02 

Coal 0.02 0.05 0.01 

Oil 0.04 -0.04 0.08 

Gas 0.08 0.25 0.08 

Minerals nec -0.03 -0.36 0.04 

Bovine meat products -0.13 -1.06 0.05 

Other meat products -0.52 -5.93 0.07 

Vegetable oils and fats -0.14 -2.62 0.03 

Dairy products -0.79 -12.77 0.12 

Processed rice 0.02 0.24 0.02 

Sugar -0.15 -0.77 0.05 

Other food products -0.28 -4.18 0.01 

Beverages and tobacco -0.09 -0.29 0.05 

Textiles -0.07 -1.01 0.16 

Wearing apparel -0.07 -0.77 0.07 

Leather products -0.16 -0.58 0.06 

Wood products -0.06 -1.54 0.04 

Paper products, publishing 0.17 0.41 0.13 

Petroleum 0.04 0.02 0.04 

Chemical, rubber, plastic products -0.10 -0.89 0.12 

Mineral products nec 0.06 -0.29 0.10 

Ferrous metals 0.25 0.43 0.19 

Metals nec 0.04 -0.36 0.14 

Metal products 0.14 -0.13 0.18 

Motor vehicles and parts -0.59 -4.84 0.06 

Transport equipment nec 0.14 -0.06 0.19 

Electronic equipment 0.08 -0.31 0.20 

Machinery and equipment nec 0.08 -0.32 0.18 

Manufactures nec 0.09 0.02 0.11 
Source: CIE simulations with GTAP 
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Table 5.3: Impact of KOREU on Australian exports by key sector, per cent deviation from 
baseline at 2030 

 Total Countries in trading bloc Countries outside bloc 

Total 0.01 -0.27 0.09 

Agriculture -0.18 -1.24 0.04 

Mining 0.02 -0.20 0.08 

Manufacturing -0.08 -0.99 0.13 
Source: CIE simulations with GTAP 

 

Table 5.4: Value change in Australian exports (to all countries), change in 2030 relative to 
baseline 

Sector GTAP CIE G-Cubed 

Dairy products -20 -70 
Bovine meat products -10 -92 
Wool 0 -52 
Other cereal grains 0 -4 
Other food products  -7 -44 
Total agriculture -48 -382 
   
Mining 26 -683 
Manufacturing -23 -367 
   
Total exports 25 -2257 

Source: CIE simulations with GTAP and CIE G-Cubed 

 

 

Data source: CIE simulations with CIE G-Cubed 

Figure 5.2: Impact of KOREU on Australian exports to all countries by sector, per cent deviation 
from baseline 
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6. Effects of CHNZ 

… on FTA parties 

Table 6.1 summarises the key income and trade impacts of CHNZ on China and New Zealand. The 
GDP effect is largest for New Zealand, and relatively small for China. In both cases, the GDP effect is 
considerably smaller than the trade effect.  

• China’s exports to New Zealand increase by 21.6 per cent, while China’s exports outside New 
Zealand decline slightly. China’s imports from New Zealand increase by 34.6 per cent, while 
imports from outside New Zealand decrease slightly.  

− Most of the increase in exports from China to New Zealand is driven by increases in textiles, 
wearing apparel and machinery and equipment nec exports. 

• New Zealand exports to China increase by 34.6 per cent, with exports elsewhere falling by just 
under 2 per cent. New Zealand imports from China increase by 21.6 per cent, with imports from 
other countries decreasing by 1 per cent. 

− The increase in New Zealand exports to China is mostly comprised of increases in exports of 
dairy products, bovine meat products and other food products. The increase in exports from New 
Zealand to China is dominated by agricultural and food products, they account for 73 per cent of 
the increase in bilateral exports. 

Table 6.1 Effect of CHNZ on GDP and trade of the participants, percentage change relative to 
baseline 

Variable China New Zealand 

 %  %  

GDP 0.003 0.05 

Exports within the FTA 21.6 34.6 

Exports outside the FTA -0.02 -1.6 

Imports within the FTA 34.6 21.6 

Imports outside the FTA -0.03 -1.0 

Source: CIE simulations with the GTAP model 

 

…. on Australia 

Australian GDP was projected to increase by 0.003 per cent under the China-New Zealand FTA. As 
figure 6.1 (and table 6.2) illustrates, the main impact of CHNZ on Australian exports is in the wearing 
apparel, textiles and leather products industries. The changes in exports of other products to all 
countries are minor. The decline in manufacturing exports shown in tables 6.3 and 6.4 is driven by 
lower exports of wearing apparel and textiles. Although the change in Australian exports of wearing 
apparel appears significant in figure 6.1, it should be noted that the 12 per cent decline in exports is 
from a relatively small base. Wearing apparel accounts for just 0.15 per cent of Australia’s total 
exports. 

Australian exports of meat and dairy products to China decline as Chinese importers are able to secure 
lower prices for New Zealand products under the FTA. Similarly, exports of wearing apparel, textiles 
and leather products to New Zealand decline due to greater competition from Chinese exports. Figure 
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C.3 shows that these are the sectors in which New Zealand importers benefit from the greatest 
declines in prices from the FTA. 

The impacts on Australian exports to countries outside the trading bloc are very small. There are some 
small increases in exports of products to countries where New Zealand and China have decreased 
exports, and small increases in production, and exports, of some products as a result of redistribution 
of inputs within the Australian economy as production in wearing apparel and other sectors declines. 

Figure 6.2 shows the change in Australian exports from selected sectors over time as the China-New 
Zealand FTA is implemented2. Generally, the deviation from the baseline increases over time as the 
tariffs are gradually reduced. 

 

                                                      

2 The CIE G-Cubed model results are used here to show the changes in exports over time. Due to the different 
structures of the model, the results of GTAP and CIE G-Cubed differ slightly. It is most obvious in this case as it 
results in differences in the sign of changes in exports for some sectors. This is also demonstrated in table 6.3. 
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Data source: CIE simulations with GTAP  

Figure 6.1: Impact of CHNZ on Australian exports, per cent deviation from baseline at 2030 

 

% % % 
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Table 6.2: Impact of CHNZ on Australian exports, per cent deviation from baseline at 2030 

 Total Countries in trading bloc Countries outside bloc 

Wheat 0.07 1.41 0.04 

Other cereal grains 0.03 0.04 0.02 

Vegetables, fruit, nuts 0.02 -0.06 0.03 

Oil seeds 0.05 0.97 0.03 

Sugar cane, sugar beet 0.04 0.05 0.04 

Plant-based fibres 0.04 0.08 0.02 

Other crops 0.06 0.24 0.05 

Cattle, sheep goats, horses -0.12 -1.83 0.08 

Other animal products -0.20 -0.37 0.04 

Raw milk 0.08 -0.04 0.11 

Wool 0.20 0.21 0.16 

Forestry 0.31 0.10 0.42 

Fishing -0.10 -0.32 0.02 

Coal 0.01 -0.02 0.01 

Oil 0.02 0.33 -0.01 

Gas 0.01 -0.02 0.01 

Minerals nec 0.01 0.01 0.01 

Bovine meat products -0.18 -8.68 0.28 

Other meat products 0.30 1.02 0.13 

Vegetable oils and fats 0.30 0.53 0.04 

Dairy products -0.31 -8.37 0.54 

Processed rice 0.05 0.05 0.06 

Sugar 0.09 0.64 0.04 

Other food products 0.03 0.00 0.05 

Beverages and tobacco 0.05 0.23 0.03 

Textiles -2.74 -9.06 0.10 

Wearing apparel -11.94 -24.65 0.11 

Leather products -1.37 -6.07 0.10 

Wood products -0.27 -3.22 0.11 

Paper products, publishing 0.26 0.46 0.08 

Petroleum -0.03 -0.04 -0.01 

Chemical, rubber, plastic 
products 

-0.03 -0.35 0.08 

Mineral products nec -0.84 -2.56 0.08 

Ferrous metals 0.01 -0.37 0.08 

Metals nec 0.07 -0.01 0.09 

Metal products -0.52 -2.64 0.10 

Motor vehicles and parts 0.09 0.17 0.07 

Transport equipment nec 0.08 0.06 0.09 

Electronic equipment -0.10 -0.61 0.13 

Machinery and equipment 
nec 

-0.10 -0.98 0.10 

Manufactures nec -0.45 -2.41 0.09 
Source: CIE simulations with GTAP 
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Table 6.3: Impact of CHNZ on Australian exports by key sector, per cent deviation from 
baseline at 2030 

 Total Countries in trading bloc Countries outside bloc 

Total -0.02 -0.35 0.07 

Agriculture -0.04 -0.91 0.17 

Mining 0.03 -0.01 0.04 

Manufacturing -0.27 -1.51 0.09 
Source: CIE simulations with GTAP 

 

Table 6.4: Value change in Australian exports (to all countries), change in 2030 relative to 
baseline 

Sector GTAP CIE G-Cubed 

Dairy products -8 -8 
Bovine meat products -13 6 
Wool 2 2 
Other cereal grains 0 0 
Other food products  1 6 
Total agriculture -14 9 
   
Mining 26 9 
Manufacturing -74 -155 
   
Total exports -33 -115 

Source: CIE simulations with GTAP and CIE G-Cubed 

 

 

Data source: CIE simulations with CIE G-Cubed 

Figure 6.2: Impact of CHNZ on Australian exports to all countries by sector, per cent deviation 
from baseline 
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7. Effects of AUCH 

… on FTA parties 

Table 7.1 summarises the key income and trade impacts of AUCH on Australia and China. The GDP 
effect is larger for Australia. In both cases, the GDP effect is considerably smaller than the trade 
effect.  

• Australia’s exports to China increase by 15.2 per cent and exports to other countries declines by 
2.4 per cent. Australia’s imports from China increase by 19.9 per cent, while imports from other 
countries decrease by 1.5 per cent. 

− Most of the increase in Australian exports to China was driven by increases in nonferrous 
metals and wool exports. 

• China’s exports to Australia increase by 19.9 per cent, while China’s exports outside Australia 
decline slightly. China’s imports from Australia increase by 15.2 per cent and imports from other 
countries decrease slightly.  

− The increase in Chinese exports to Australia was comprised mostly of increases in exports of 
machinery and equipment nec, wearing apparel, textiles and chemical, rubber and plastic 
products. 

Table 7.1 Effect of AUCH on GDP and trade of the participants, percentage change relative to 
baseline 

Variable Australia China 

 %  %  

GDP 0.075 0.027 

Exports within the FTA 15.2 19.9 

Exports outside the FTA -2.4 -0.2 

Imports within the FTA 19.9 15.2 

Imports outside the FTA -1.5 -0.2 

Source: CIE simulations with the GTAP model 

 

…. on Australia 

As shown in table 7.1, Australian GDP increases by 0.075 per cent as a result of the free trade 
agreement with China. The FTA is trade creating, with the increase in total Australian exports to 
China outweighing the decline in exports to other countries leading to an overall increase in total 
exports (see table 7.3). The greatest increase in trade is realised by the agricultural and food sectors, 
but mining and manufacturing sectors also see an increase in exports. 

Figure 7.1 and table 7.2 shows the changes in Australian exports of individual sectors due to the 
AUCH FTA. Australia’s exports of wheat, sugar, fibres (plant based and wool) increase the most, in 
line with those sectors having the greatest decline in prices under the trade liberalisation (see figure 
C.4). Wheat shows a very large increase in exports to China, this is driven by a combination of a large 
tariff reduction and also the small share of Australian product in China’s wheat imports (see point 2 in 
box 1). Exports of wheat to China are relatively small, so the large increase does not result in 
significant export revenue for Australia. Large increases in exports of plant based fibres (such as 
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cotton) and wool to China result from both the reduction in tariff barriers and also an increase in 
demand for these products from China. Due to the FTA, China’s exports of textiles and wearing 
apparel to Australia increase – requiring increased volumes of fibre inputs. Chinese imports of 
Australian sugar increases to support the increase in production of food products and beverages, and 
imports of textiles to support Chinese production of wearing apparel. 

Other sectors are expected to experience smaller (but still significant) increases in trade with China as 
Australian products become comparatively cheaper for Chinese importers and Chinese incomes 
increase.  

Australia’s exports to other countries is expected to decline slightly for all sectors (except textiles and 
wearing apparel) as trade is diverted towards China. Again, the greatest impact is on the plant based 
fibres and wool sectors. However, the decline in imports to other countries for these sectors is 
outweighed by the increase in exports to China. Exports of textiles and wearing apparel to other 
countries increase slightly despite declines in output as domestic consumption is crowded out by 
cheap Chinese imports. 

Australia’s output of wool and plant based fibres is expected to increase significantly to meet the 
export demand. At the same time, production of textiles and wearing apparel declines as China gains 
greater access to Australia in these sectors. 

Table 7.4 shows the projected changes in exports of key sectors in dollar value terms. It shows the 
significance of the increase in wool exports compared to changes in exports in other sectors. 

Figure 7.2 shows the large deviation relative to the baseline in Australian exports of wool over time. 
This increase in exports continues strongly after the tariffs have been removed. It refects the combined 
effect of reduced Chinese tariffs on wool imports, and also the increase in textiles and wearing 
apparel production in China. The increased production in China is partially driven by lowering of 
Australia’s tariffs on imports of these products. The effect of the FTA on dairy and mining exports is 
not significant because of the relatively modest (or no) decrease in the price of these goods for 
Chinese importers. This does not indicate there is no growth in exports expected for these products, 
just that the FTA will not cause a further increase. 
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Data source: CIE simulations with GTAP  

Figure 7.1: Impact of AUCH on Australian exports, per cent deviation from baseline at 2030 

 

% % % 
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Table 7.2: Impact of AUCH on Australian exports, per cent deviation from baseline at 2030 

 Total Countries in trading bloc Countries outside bloc 

Wheat -2.45 290.78 -4.35 

Other cereal grains -0.50 1.49 -1.77 

Vegetables, fruit, nuts -1.73 1.67 -2.18 

Oil seeds -3.28 27.90 -3.48 

Sugar cane, sugar beet 9.93 68.22 -4.39 

Plant-based fibres 34.79 123.78 -11.92 

Other crops -3.89 7.40 -4.26 

Cattle, sheep goats, horses -1.49 1.07 -1.67 

Other animal products 7.42 14.11 -1.95 

Raw milk -5.00 -5.15 -4.96 

Wool 71.38 110.33 -41.53 

Forestry -2.34 -2.11 -2.46 

Fishing -0.55 0.74 -1.25 

Coal -1.31 16.94 -1.72 

Oil -4.35 -4.53 -4.34 

Gas -4.61 -3.86 -4.69 

Minerals nec -0.77 -0.79 -0.76 

Bovine meat products -1.36 42.04 -3.47 

Other meat products -5.85 18.07 -7.19 

Vegetable oils and fats 9.41 65.06 -3.63 

Dairy products -1.06 33.57 -3.62 

Processed rice -1.92 -2.15 -1.90 

Sugar 1.81 169.97 -1.94 

Other food products -0.06 15.32 -1.66 

Beverages and tobacco -0.40 22.29 -0.99 

Textiles 22.23 122.99 1.04 

Wearing apparel 12.04 39.17 4.66 

Leather products 8.12 48.48 -1.15 

Wood products -1.15 11.05 -1.91 

Paper products, publishing -0.17 7.85 -1.90 

Petroleum 4.82 20.81 -0.93 

Chemical, rubber, plastic products 2.09 39.47 -1.97 

Mineral products nec 3.08 54.54 -1.97 

Ferrous metals -1.54 3.53 -2.00 

Metals nec 2.57 30.85 -3.58 

Metal products -0.77 50.21 -2.25 

Motor vehicles and parts 0.69 47.79 -1.74 

Transport equipment nec -0.88 20.82 -1.49 

Electronic equipment -1.86 4.75 -2.86 

Machinery and equipment nec 1.26 41.81 -2.17 

Manufactures nec 2.08 43.64 -1.05 
Source: CIE simulations with GTAP 
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Table 7.3: Impact of AUCH on Australian exports by key sector, per cent deviation from 
baseline at 2030 

 Total Countries in trading bloc Countries outside bloc 

Total 0.78 15.17 -2.39 

Agriculture 6.14 64.63 -3.81 

Mining 0.08 8.68 -2.51 

Manufacturing 1.75 39.44 -1.82 
Source: CIE simulations with GTAP 

 

Table 7.4: Value change in Australian exports (to all countries), change in 2030 relative to 
baseline 

Sector GTAP CIE G-Cubed 

Dairy products -27 5 
Bovine meat products -101 -63 
Wool 644 297 
Other cereal grains -2 0 
Other food products  -2 21 
Total agriculture 583 271 
   
Mining -26 422 
Manufacturing 484 1478 
   
Total exports 305 1681 

Source: CIE simulations with GTAP and C-Cubed 

 

 

Data source: CIE simulations with CIE G-Cubed 

Figure 7.2: Impact of AUCH on Australian exports to all countries by sector, per cent deviation 
from baseline 

 



 

44 

8. Effects of AUJP 

… on FTA parties 

Table 8.1 summarises the key income and trade impacts of AUJP on Australia and Japan. The GDP 
effect is larger for Australia. In both cases, the GDP effect is considerably smaller than the trade 
effect.  

• Australia’s exports to Japan increase by 11.4 per cent under the FTA and exports to other 
countries declines by 1.8 per cent. Australia’s imports from Japan increase by 35.8 per cent, while 
imports from other countries decrease by 1.9 per cent. 

− The increase in total Australian exports to Japan is predominantly from increased exports of 
bovine meat products (or beef). Beef exports account for 60 per cent of the increase in the value 
of exports to Japan. The increase in dairy exports makes up another 21 per cent of the total 
increase. 

• Japan’s exports to Australia increase by 35.8 per cent, while Japan’s exports outside Australia 
decline slightly. Japan’s imports from Australia increase by 11.4 per cent and imports from other 
countries decrease marginally.  

− The increase in Japanese exports to Australia is mostly comprised on motor vehicles and parts, 
and other machinery and equipment nec. 

Table 8.1 Effect of AUJP on GDP and trade of the participants, percentage change relative to 
baseline 

Variable Australia Japan 

 %  %  

GDP 0.040 0.026 

Exports within the FTA 11.4 35.8 

Exports outside the FTA -1.8 -0.5 

Imports within the FTA 35.8 11.4 

Imports outside the FTA -1.9 -0.1 

Source: CIE simulations with the GTAP model 

 

…. on Australia 

Australian GDP increases under the AUJP FTA, exports of agricultural products increase significantly 
but mining and manufacturing exports decline. Figure 8.1 and table 8.2 show the impact of the FTA 
on Australian exports from individual sectors.  

The lower prices for Japanese importers of rice, wheat, other cereal grains, sugar, meat and dairy as a 
result of the FTA (shown in figure C.5) lead to an increase in the imports of these products from 
Australia. The AUJP FTA reduces the relative price of Australian processed rice imported into Japan 
by 80 per cent which leads to a large increase (almost 400 per cent) in exports of Australian rice to 
Japan (it should be noted, however, that this increase is off a relatively small base). A similarly large 
increase is expected in the export of wheat from Australia to Japan. The impact of the large tariff 
reductions are enhanced by the fact that the share of these products that are sourced from Australia are 
small, leading to a larger adjustment in response to the price change.  
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Australian exports of beef to Japan doubles under the AUJP FTA. While not as significant in 
percentage terms as the increase in rice or wheat, the existing trade in beef is much larger meaning it 
will generate much more income in dollar terms than the increase in rice and wheat. This is shown in 
table 8.4 below. This case is similar for other meat products and dairy products. 

With a greater exports to Japan, Australian exports to other countries is expected to decline slightly. 
Overall, Australian exports of agricultural and food products are expected to increase. Australian 
output of these products (beef, dairy, rice and sugar in particular) will increase to meet the export 
demand. 

Australian exports of mining and manufactured products are not expected to change much, export of 
manufactured products to Japan increase slightly but decline overall. Non-agricultural and food 
sectors face higher prices for inputs and factors of production as the agricultural sectors expand, 
leading to declines in output. The increase in manufactured exports is mostly driven by the chemicals, 
rubber and plastics sector, one of Japan’s top 5 imports. Output of some manufactured products 
(principally motor vehicles) will decline as Japanese imports of these products become cheaper with 
the reduction in Australian tariffs (see figure C.5). The decline in exports of mining products is driven 
mostly by a decline in gas exports.  

Figure 8.2 shows the deviation in Australian exports relative to the baseline over time. This figure 
clearly shows the limited impact the FTA will have on the exports of the mining and manufacturing 
sectors compared to agriculture.  
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Data source: CIE simulations with GTAP  

Figure 8.1: Impact of AUJP on Australian exports, per cent deviation from baseline at 2030 

 

% % % 
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Table 8.2: Impact of AUJP on Australian exports, per cent deviation from baseline at 2030 

 Total Countries in trading bloc Countries outside bloc 

Wheat -2.94 383.70 -4.03 

Other cereal grains 23.16 110.83 -2.08 

Vegetables, fruit, nuts 0.44 38.64 -1.86 

Oil seeds -1.97 -1.55 -2.51 

Sugar cane, sugar beet -4.77 -5.39 -4.74 

Plant-based fibres -2.49 -2.44 -2.50 

Other crops -3.71 -3.89 -3.52 

Cattle, sheep goats, horses -1.96 78.37 -5.86 

Other animal products -1.42 -0.21 -1.46 

Raw milk -8.85 -11.25 -8.73 

Wool -3.00 4.56 -3.01 

Forestry -2.05 0.62 -2.10 

Fishing -0.06 1.55 -1.31 

Coal -1.26 -0.81 -1.58 

Oil -3.19 -3.24 -3.18 

Gas -3.49 -3.55 -3.12 

Minerals nec -0.42 -0.27 -0.47 

Bovine meat products 28.56 99.75 -8.24 

Other meat products 12.77 165.78 -3.76 

Vegetable oils and fats -1.88 30.80 -2.94 

Dairy products 28.46 185.45 -4.68 

Processed rice 74.61 399.19 -2.46 

Sugar 14.95 108.71 -2.36 

Other food products 11.22 50.04 -1.52 

Beverages and tobacco -0.02 30.16 -0.88 

Textiles -1.67 12.21 -2.35 

Wearing apparel -0.56 68.32 -2.28 

Leather products -2.22 84.45 -4.74 

Wood products -1.83 -1.65 -2.14 

Paper products, publishing -1.74 -1.72 -1.74 

Petroleum -0.52 0.00 -0.69 

Chemical, rubber, plastic products -1.37 10.06 -1.80 

Mineral products nec -1.26 5.02 -1.72 

Ferrous metals -1.04 21.66 -1.61 

Metals nec -2.32 -0.53 -2.50 

Metal products -2.02 2.67 -2.15 

Motor vehicles and parts 1.33 2.00 1.32 

Transport equipment nec -1.79 -1.55 -1.81 

Electronic equipment -2.62 -2.38 -2.62 

Machinery and equipment nec -1.90 -0.82 -1.93 

Manufactures nec -1.66 1.81 -1.93 
Source: CIE simulations with GTAP 
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Table 8.3: Impact of AUJP on Australian exports by key sector, per cent deviation from 
baseline at 2030 

 Total Countries in trading bloc Countries outside bloc 

Total 0.35 11.44 -1.82 

Agriculture 12.45 88.37 -3.74 

Mining -1.53 -1.06 -1.68 

Manufacturing -1.26 2.08 -1.46 
Source: CIE simulations with GTAP 

 

Table 8.4: Value change in Australian exports (to all countries), change in 2030 relative to 
baseline 

Sector GTAP CIE G-Cubed 

Dairy products 737 980 
Bovine meat products 2137 2126 
Wool -27 -80 
Other cereal grains 92 145 
Other food products  298 385 
Total agriculture 3528 3986 
   
Mining -1532 -969 
Manufacturing -395 760 
   
Total exports 1013 2595 

Source: CIE simulations with GTAP and CIE G-Cubed 

 

 

Data source: CIE simulations with CIE G-Cubed 

Figure 8.2: Impact of AUJP on Australian exports to all countries by sector, per cent deviation 
from baseline 
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9. Effects of AUKO 

… on FTA parties 

Table 9.1 summarises the key income and trade impacts of AUKO on Australia and Korea. The GDP 
effect is larger for Korea. In both cases, the GDP effect is considerably smaller than the trade effect.  

• Australia’s exports to Korea rise by 19.2 per cent and exports to other countries decline by 1.3 per 
cent. Australia’s imports from Korea increase by 35.7 per cent, while imports from other countries 
decrease slightly. 

− Most of the increase in the value of exports from Australia to Korea comes from the bovine 
meat products, oil, metals nec and dairy products sectors. 

• Korea’s exports to Australia increase by 35.7 per cent, while Korea’s exports to the rest of the 
world decline slightly. Korea’s imports from Australia increase by 19.2 per cent and imports from 
other countries decrease slightly.  

− Almost all of the increase in Korean exports to Australia is due to increased motor vehicle and 
parts exports. 

Table 9.1 Effect of AUKO on GDP and trade of the participants, percentage change relative to 
baseline 

Variable Australia Korea 

 %  %  

GDP 0.015 0.053 

Exports within the FTA 19.2 35.7 

Exports outside the FTA -1.3 -0.3 

Imports within the FTA 35.7 19.2 

Imports outside the FTA -0.4 -0.4 

Source: CIE simulations with the GTAP model 

 

…. on Australia 

The greatest change in Australian exports to Korea is expected in the dairy sector. The reduction in 
tariffs leads to a reduction in the price of imported Australian dairy products in Korea of around 40 
per cent (figure C.6). As a result, Australian exports of dairy products to Korea increase by over 270 
per cent. Other sectors with significant increases in exports to Korea are fruit and vegetables, cereal 
grains, and beef –also driven by the reduction in Korean tariffs and the small share of Australian 
imports in total supply of these products to Korea. 

In terms of the value of increased exports from Australia to Korea, bovine meat products is significant 
due to the large volume of beef exports to Korea. In value terms, increased exports of oil and metals 
nec are also significant due to the significance of the volume of trade in these products before the 
FTA is implemented coupled with a modest reduction in tariffs. 

Correspondingly, Australian output of beef and dairy products also increases under the Australia-
Korea FTA. Australia’s exports of fruit and vegetables, and cereal grains to Korea are not very 
significant in terms of total output, so the impact on output in these sectors is less pronounced. 



 

50 

Exports of manufactured products to Korea increase under the FTA, but generally from a small base. 
Exports to other countries in all sectors decline slightly under the FTA as more products are 
demanded by Korean importers. Overall, total exports to all countries of key agricultural and food 
products (bovine meat products and dairy products in particular) increase. Exports of other 
agricultural products decline either because of increased domestic demand to produce processed 
products (for example, sugar cane is an input into other food products which sees increased exports) 
or declining domestic production as resources are directed towards production of other agricultural 
products. 

In figure 9.2 the change in Australian exports of key products, relative to the baseline, is shown over 
the FTA implementation period. The figure shows the small impact the FTA has on mining sectors. 
And, despite declines in output, manufacturing sectors increase exports which is made possible by the 
increased import of Korean products dispalcing domestically produced products. 
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Data source: CIE simulations with GTAP  

Figure 9.1: Impact of AUKO on Australian exports, per cent deviation from baseline at 2030 

 

% % % 
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Table 9.2: Impact of AUKO on Australian exports, per cent deviation from baseline at 2030 

 Total Countries in trading bloc Countries outside bloc 

Wheat 0.09 7.72 -2.53 

Other cereal grains 5.27 203.03 -0.99 

Vegetables, fruit, nuts 0.69 256.10 -1.14 

Oil seeds -1.24 35.95 -1.44 

Sugar cane, sugar beet -2.14 -2.84 -2.09 

Plant-based fibres -1.39 -1.50 -1.38 

Other crops 4.42 101.78 -2.36 

Cattle, sheep goats, horses -2.44 40.60 -2.66 

Other animal products 0.03 47.01 -0.81 

Raw milk -3.84 -5.61 -3.71 

Wool -1.67 -3.56 -1.67 

Forestry -1.32 -1.41 -1.27 

Fishing -0.65 23.42 -0.73 

Coal -0.76 -0.92 -0.75 

Oil 5.86 24.52 -5.16 

Gas -1.77 95.19 -3.32 

Minerals nec -0.29 -0.08 -0.32 

Bovine meat products 11.55 109.70 -3.60 

Other meat products 0.30 170.00 -2.23 

Vegetable oils and fats 0.70 64.45 -1.71 

Dairy products 7.78 276.75 -2.26 

Processed rice -1.01 -2.74 -1.01 

Sugar 0.72 6.96 -1.18 

Other food products 2.96 142.20 -0.95 

Beverages and tobacco 2.45 125.84 -0.54 

Textiles 0.33 25.80 -1.36 

Wearing apparel 0.87 85.41 -1.32 

Leather products -1.55 35.22 -2.77 

Wood products -0.43 20.82 -1.38 

Paper products, publishing -1.08 -0.51 -1.09 

Petroleum -0.65 12.87 -0.98 

Chemical, rubber, plastic products 0.47 26.08 -1.22 

Mineral products nec -0.20 38.41 -1.16 

Ferrous metals -0.92 0.48 -1.12 

Metals nec -0.86 14.28 -1.73 

Metal products -0.82 44.69 -1.43 

Motor vehicles and parts 3.16 40.85 -0.45 

Transport equipment nec -1.24 1.50 -1.25 

Electronic equipment -1.25 16.48 -1.70 

Machinery and equipment nec -0.80 33.21 -1.40 

Manufactures nec -0.70 39.59 -1.35 
Source: CIE simulations with GTAP 

 



 

53 

Table 9.3: Impact of AUKO on Australian exports by key sector, per cent deviation from 
baseline at 2030 

 Total Countries in trading bloc Countries outside bloc 

Total 0.17 19.19 -1.26 

Agriculture 4.31 81.67 -1.91 

Mining -0.45 7.86 -1.25 

Manufacturing 0.15 31.23 -1.22 
Source: CIE simulations with GTAP 

 

Table 9.4: Value change in Australian exports (to all countries), change in 2030 relative to 
baseline 

Sector GTAP CIE G-Cubed 

Dairy products 201 174 
Bovine meat products 859 625 
Wool -15 -26 
Other cereal grains 21 17 
Other food products  78 72 
Total agriculture 1249 955 
   
Mining -472 176 
Manufacturing 35 517 
   
Total exports 410 1244 

Source: CIE simulations with GTAP and CIE G-Cubed 

 

 

Data source: CIE simulations with CIE G-Cubed 

Figure 9.2: Impact of AUKO on Australian exports to all countries by sector, per cent deviation 
from baseline 
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10. Effects of AKKU 

… on FTA parties 

Table 10.1 summarises the key income and trade impacts of AKKU on Australia, Korea and the 
United States. The GDP effect is greatest for Korea. For all countries, the GDP effect is considerably 
smaller than the trade effect. The results are similar to the results of both the KORUS and AUKO 
scenarios. 

• Australia’s exports within the FTA (to Korea) increase by 16.7 per cent and exports to other 
countries decline by 1.0 per cent. Australia’s imports from Korea increase by 35.2 per cent, while 
imports from other countries decrease by 0.5 per cent. 

− Most of the increase in the value of exports from Australia to Korea comes from the bovine 
meat products, oil, metals nec and dairy products sectors. Agriculture and food sectors account 
for over half of the increase in value of exports. 

• Korea’s exports within the FTA (to Australia and US) increase by 8.8 per cent, while Korea’s 
exports to the rest of the world decrease by 1 per cent. Korea’s imports from countries in the FTA 
increase by 18.5 per cent and imports from other countries decrease by 2.5 per cent. 

− The increase in trade from Korea to Australia is mostly through exports of motor vehicles and 
parts. The increased trade with the US is driven by increased exports of textiles, machinery and 
equipment nec, chemicals, rubber and plastic products. 

• United States’ exports within the FTA (to Korea) increase by 18.8 per cent and exports to other 
countries decrease by 0.5 per cent. US imports from Korea increase by 6.4 per cent and imports 
from other countries increase slightly. 

− US exports to Korea mostly (in dollar terms) increase in the machinery and equipment nec; 
chemical, rubber and plastic products; other cereal grains sectors. Together, agriculture and food 
industries account for around one third of the increase in US exports to Korea. 

Table 10.1 Effect of AKKU on GDP and trade of the participants, percentage change relative to 
baseline 

Variable Australia Korea United States 

 %  %   

GDP 0.001 0.182 0.001 

Exports within the FTA 16.7 8.8 18.8 

Exports outside the FTA -1.0 -1.0 -0.5 

Imports within the FTA 35.2 18.5 6.4 

Imports outside the FTA -0.5 -2.5 0.1 

Source: CIE simulations with the GTAP model 

 

…. on Australia 

The impacts of AKKU on Australia are similar to that of AUKO, although the increase in GDP is 
smaller. The US simultaneously having an FTA with Korea acts to decrease some of the benefits of 
the Australia-Korea FTA. Australian exports of dairy products increase significantly due to the large 
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tariff reduction. Exports of vegetables and fruit and nuts also increases by over 200 per cent driven by 
both the large decrease in tariffs and the relatively small share of Australian products in Korea’s total 
imports of fruit and vegetables. Other sectors that see significant changes in exports to Korea due to 
lower tariffs include bovine meat products, other meat products, other cereal grains, other food 
products and beverages and tobacco (each with an increase in exports to Korea of over 80 per cent). 

Exports of all sectors to countries other than Korea decline slightly under AKKU. Australian exports 
to all countries see mixed results, with those sectors having significant increases in exports to Korea 
also increasing overall. Small declines in exports to all countries for a number of sectors are due to 
products being demanded within Australia for the production of the key exports. As was the case with 
the AUKO scenario, the dollar value of the FTA on exports of bovine meat products and dairy 
products are significantly greater than other sectors (see table 10.4). 

The AKKU scenario shows that the impact of KORUS on Australia is more than offset by Australia 
establishing an FTA with Korea. The sectors that had declining exports under KORUS (other cereal 
grains, other crops, beef, other meat products, vegetable oils and dairy products) all have increasing 
exports under AKKU.  



 

56 

 

Data source: CIE simulations with GTAP  

Figure 10.1: Impact of AKKU on Australian exports, per cent deviation from baseline at 2030 

 

% % % 
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Table 10.2: Impact of AKKU on Australian exports, per cent deviation from baseline at 2030 

 Total Countries in trading bloc Countries outside bloc 

Wheat 1.39 12.32 -2.35 

Other cereal grains 2.20 101.67 -0.95 

Vegetables, fruit, nuts 0.72 246.04 -1.04 

Oil seeds -1.46 -95.38 -0.95 

Sugar cane, sugar beet -1.43 4.28 -1.84 

Plant-based fibres -0.82 2.45 -1.11 

Other crops 1.15 44.74 -1.88 

Cattle, sheep goats, horses -2.01 31.14 -2.18 

Other animal products -0.04 41.44 -0.78 

Raw milk -4.70 -24.79 -3.25 

Wool -1.61 -5.84 -1.61 

Forestry -0.95 -0.73 -1.09 

Fishing -0.63 26.91 -0.72 

Coal -0.66 -0.79 -0.65 

Oil 6.27 25.11 -4.85 

Gas -1.46 95.90 -3.01 

Minerals nec -0.30 -0.68 -0.25 

Bovine meat products 8.68 82.73 -2.74 

Other meat products -0.07 130.15 -2.00 

Vegetable oils and fats 0.38 52.73 -1.60 

Dairy products 7.08 251.30 -2.03 

Processed rice -0.93 -0.63 -0.93 

Sugar 1.69 10.87 -1.10 

Other food products 1.29 115.74 -1.92 

Beverages and tobacco 2.49 123.05 -0.44 

Textiles 0.55 27.02 -1.20 

Wearing apparel 1.01 84.78 -1.17 

Leather products -1.28 34.07 -2.45 

Wood products -0.27 21.12 -1.22 

Paper products, publishing -0.85 0.57 -0.88 

Petroleum -0.57 12.49 -0.89 

Chemical, rubber, plastic products 0.45 22.42 -0.99 

Mineral products nec 0.00 37.79 -0.94 

Ferrous metals -0.65 0.52 -0.82 

Metals nec -0.64 12.71 -1.40 

Metal products -0.54 43.12 -1.12 

Motor vehicles and parts 3.22 39.21 -0.22 

Transport equipment nec -0.75 -0.79 -0.75 

Electronic equipment -0.88 16.55 -1.32 

Machinery and equipment nec -0.52 28.61 -1.04 

Manufactures nec -0.46 37.95 -1.08 
Source: CIE simulations with GTAP 
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Table 10.3: Impact of AKKU on Australian exports by key sector, per cent deviation from 
baseline at 2030 

 Total Countries in trading bloc Countries outside bloc 

Total 0.19 16.69 -1.05 

Agriculture 3.37 66.62 -1.71 

Mining -0.31 7.44 -1.05 

Manufacturing 0.32 28.80 -0.94 
Source: CIE simulations with GTAP 

 

Table 10.4: Value change in Australian exports (to all countries), change in 2030 relative to 
baseline 

Sector GTAP CIE G-Cubed 

Dairy products 182 148 
Bovine meat products 645 475 
Wool -14 -21 
Other cereal grains 9 12 
Other food products  34 71 
Total agriculture 977 788 
   
Mining -327 288 
Manufacturing 88 527 
   
Total exports 434 1367 

Source: CIE simulations with GTAP and CIE G-Cubed 

 

 

Data source: CIE simulations with CIE G-Cubed 

Figure 10.2: Impact of AKKU on Australian exports to all countries by sector, per cent 
deviation from baseline 
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11. Effects of CJK 

… on FTA parties 

Table 11.1 summarises the key income and trade impacts of CJK on China, Japan and Korea. The 
GDP effect is largest for China, followed by Korea and then Japan. In each case, the GDP effect is 
considerably smaller than the trade effect.  

• China’s exports within the FTA increase by 16.4 per cent, while China’s exports outside the FTA 
also increase slightly. China’s imports from within the FTA increase by 32.8 per cent, while 
imports from outside the FTA countries declines by 6 per cent. 

− The increase in exports from China to Korea and Japan is driven by increases in exports of 
wearing apparel, manufactures nec, machinery and equipment nec, other food products and 
textiles. 21 per cent of the increase in exports are from the agriculture and food sectors (mostly 
other food products and other meat products). 

• Japanese exports to the FTA increase by 34.5 per cent, with exports elsewhere falling by 12 per 
cent. Japanese imports from within the FTA countries increase by 12 per cent, with imports from 
other countries increasing by 3 per cent. 

− Over 60 per cent of the increase in exports from Japan to China and Korea is from the 
chemicals, rubber and plastic products sector.  

• Korean exports to countries within the FTA increase by 14.4 per cent, with exports elsewhere 
declining by around 4 per cent. Korean imports from within FTA regions increase by 15 per cent, 
while imports from outside decline by around 2 per cent.  

− Most of the increase in exports from Korea to China and Japan are from the manufactures nec 
and chemicals, rubber and plastic products sectors.  

Table 11.1 Effect of CJK on GDP and trade of the participants, percentage change relative to 
baseline 

Variable China Japan Korea 

 %  %  % 

GDP 0.5 0.15 0.2 

Exports within the FTA 16.4 34.5 14.4 

Exports outside the FTA 1.0 -12.4 -4.3 

Imports within the FTA 32.8 12.3 15.4 

Imports outside the FTA -6.0 3.0 -2.3 

Source: CIE simulations with the GTAP model 

 

…. on Australia 

The impact of a regional trade bloc between the North Asian economies on Australia is mostly in the 
sectors in which the Asian economies are strong exporters. Under the regional FTA, each of the 
member countries is expected to experience a small income effect (increase in GDP), which in turn 
would lead to an overall increase in demand for imports. Australian GDP declines by 0.02 per cent 
under CJK, but total Australian exports to all countries increases. 
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The greatest impact on Australian exports to the trading bloc countries is in the rice, chemicals, rubber 
and plastics, and textiles sectors. These are the sectors that see significant increases in trade between 
the trading bloc partners. The impact on rice exports are large due to the small role Australian rice 
exports play in the demand for rice in these countries. Under the agreement, Australian exports to 
countries outside the trading bloc in the agricultural and food sectors decline slightly, whereas exports 
of some manufactured products to other countries increase. Australian exporters of these metals and 
manufactured products take advantage of the focus of North East Asian exports on each other and 
export to their products to other countries.  

Overall, exports of agricultural and mining products increases under the CJK FTA, and these 
increases outweigh the decline in total manufacturing exports to all countries (see table 11.3). Figure 
11.2 shows the deviation of exports from selected sectors from the baseline over time. The shape of 
each curve – with the steep decline between 2015 and 2020 – is due to the assumed pattern of tariff 
reductions. 
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Data source: CIE simulations with GTAP 

Figure 11.1: Impact of CJK on Australian exports, per cent deviation from baseline at 2030 

 

% % % 
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Table 11.2: Impact of CJK on Australian exports, per cent deviation from baseline at 2030 

 Total Countries in trading bloc Countries outside bloc 

Wheat 0.30 2.38 -0.44 

Other cereal grains -1.86 -2.80 -0.16 

Vegetables, fruit, nuts -0.60 -2.76 -0.12 

Oil seeds -0.65 -1.03 -0.16 

Sugar cane, sugar beet 0.25 1.20 -0.18 

Plant-based fibres -0.20 0.50 -0.96 

Other crops -0.46 -0.64 -0.19 

Cattle, sheep goats, horses -0.20 1.51 -0.43 

Other animal products 0.62 1.10 -0.20 

Raw milk -0.26 0.01 -0.38 

Wool 2.48 3.23 0.28 

Forestry -0.34 -0.34 -0.31 

Fishing -0.11 -0.06 -0.31 

Coal 0.36 1.15 -0.54 

Oil 0.20 0.85 -0.62 

Gas -0.37 -0.35 -1.52 

Minerals nec -0.35 -0.42 -0.02 

Bovine meat products 0.70 1.58 -0.26 

Other meat products -0.70 -2.58 -0.33 

Vegetable oils and fats -0.35 -0.25 -0.38 

Dairy products 0.16 1.32 -0.29 

Processed rice -7.04 -24.48 -0.05 

Sugar 1.44 4.16 -0.44 

Other food products -2.49 -5.67 -0.64 

Beverages and tobacco -0.05 -1.63 0.08 

Textiles -4.24 -14.65 -0.14 

Wearing apparel -1.63 -6.51 0.11 

Leather products -1.68 -7.56 0.25 

Wood products 2.01 2.73 0.05 

Paper products, publishing 0.32 -0.30 0.48 

Petroleum 0.92 1.57 0.17 

Chemical, rubber, plastic products -3.65 -18.71 0.03 

Mineral products nec -0.25 -3.19 0.40 

Ferrous metals 1.67 1.13 1.83 

Metals nec 0.09 -1.83 1.02 

Metal products 0.81 -1.93 1.01 

Motor vehicles and parts 1.31 -5.73 2.54 

Transport equipment nec 1.34 1.61 1.31 

Electronic equipment 1.10 0.18 1.29 

Machinery and equipment nec 0.74 -5.85 1.59 

Manufactures nec 0.54 0.54 0.54 
Source: CIE simulations with GTAP 
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Table 11.3: Impact of CJK on Australian exports by key sector, per cent deviation from baseline 
at 2030 

 Total Countries in trading bloc Countries outside bloc 

Total 0.14 -0.38 0.52 

Agriculture 0.10 0.61 -0.23 

Mining 0.06 -0.30 0.52 

Manufacturing -0.44 -7.23 1.10 
Source: CIE simulations with GTAP 

 

Table 11.4: Value change in Australian exports (to all countries), change in 2030 relative to 
baseline 

Sector GTAP CIE G-Cubed 

Dairy products 4 -34 
Bovine meat products 52 2 
Wool 22 3 
Other cereal grains -7 -8 
Other food products  -66 -119 
Total agriculture 4 -261 
   
Mining 85 -103 
Manufacturing -114 -331 
   
Total exports 354 -766 

Source: CIE simulations with GTAP and CIE G-Cubed 

 

 

Data source: CIE simulations with CIE G-Cubed 

Figure 11.2: Impact of CJK on Australian exports to all countries by sector, per cent deviation 
from baseline 



 

64 

12. Effects of AUSEU 

… on FTA parties 

Table 12.1 summarises the key income and trade impacts of AUSEU on Australia and the EU. The 
GDP effect is largest for New Zealand, and relatively small for China. In both cases, the GDP effect is 
considerably smaller than the trade effect.  

• Australia’s exports to the EU increase by 5.8 per cent, while Australia’s exports elsewhere decline 
slightly. Australia’s imports from the EU increase by 14.8 per cent, while imports from elsewhere 
decease by around 3 per cent.  

− Increased exports from Australia to the EU are driven by increases in exports of bovine meat 
products, metals nec and machinery and equipment nec. Over 55 per cent of the increase in 
Australia’s exports to the EU are from the agricultural and food sectors.  

• EU exports to Australia increase by 14.8 per cent, with exports elsewhere falling only slightly. EU 
imports from Australia increase by 5.8 per cent, with imports from other countries remaining 
basically unchanged. 

− The EU’s increase in exports to Australia are mostly driven by exports of motor vehicles and 
parts, and machinery and equipment nec. Just 2 per cent of the increase is from agricultural and 
food exports, and this is primarily from the dairy sector.  

Table 12.1 Effect of AUSEU on GDP and trade of the participants, percentage change relative to 
baseline 

Variable Australia EU 

 %  %  

GDP 0.04 0.003 

Exports within the FTA 5.8 14.8 

Exports outside the FTA -0.3 -0.09 

Imports within the FTA 14.8 5.8 

Imports outside the FTA -3.4 0.01 

Source: CIE simulations with the GTAP model 

 

…. on Australia 

Under a free trade agreement with the EU, Australian GDP would increase by 0.04 per cent and total 
exports to the EU would be 5.8 per cent higher compared to without the FTA. Total exports to all 
countries would be 0.61 per cent higher (table 12.3).  

The increase in exports to the EU is mostly from the agricultural and food sectors. Figure 12.1 and 
table 12.2 shows that Australian exports of processed agricultural (or food) products to the EU 
increase substanitally as a result of the FTA. The price changes due to the FTA are largest for these 
agricultural and food products (as seen in figure C.8). Prior to the implementation of the FTA, 
Australia was the source of less than 1 per cent of EU beef imports. With the FTA in place, 
Australia’s share increases to over 3 per cent. The significance of the increase in dairy and beef 
exports can be seen in table 12.4, the value of these exports is around half the total increase in 
agricultural exports and one quarter the value of the increase in exports from all sectors. 
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Australia’s agricultural exports to other countries decline slightly as the exports are diverted to the 
EU. Australia’s output of beef, dairy and leather products increases as a result of the FTA. The 
impacts on exports of mineral and manufactured products is small due to the small changes in prices 
from the liberalisation.  

In figure 12.2, the impact of an Australian-EU FTA on Australian exports over time is presented. It 
shows the larger increase (in percentage terms) in exports to all countries of other meat products and 
dairy compared to beef, and that the impact on mining sectors is not significant. Again, the shape of 
the curves is due to the assumptions around the timing of tariff reductions. 
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Data source: CIE simulations with GTAP  

Figure 12.1: Impact of AUSEU on Australian exports, per cent deviation from baseline at 2030 

 

% % % 
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Table 12.2: Impact of AUSEU on Australian exports, per cent deviation from baseline at 2030 

 Total Countries in trading bloc Countries outside bloc 

Wheat -0.61 34.99 -0.76 

Other cereal grains -0.30 28.91 -0.34 

Vegetables, fruit, nuts 2.43 22.29 -0.60 

Oil seeds -0.61 -0.49 -0.61 

Sugar cane, sugar beet 3.04 16.50 -0.87 

Plant-based fibres -0.59 -0.61 -0.59 

Other crops 0.73 16.76 -0.84 

Cattle, sheep goats, horses -0.99 18.39 -1.16 

Other animal products 0.04 4.66 -0.42 

Raw milk -1.72 -1.71 -1.73 

Wool -0.66 -0.94 -0.61 

Forestry 0.09 9.76 -0.42 

Fishing 0.45 11.39 -0.12 

Coal -0.27 -0.41 -0.25 

Oil -0.74 -0.76 -0.74 

Gas -0.97 -1.35 -0.97 

Minerals nec -0.10 -0.10 -0.10 

Bovine meat products 5.14 241.67 -1.51 

Other meat products 9.88 128.77 -0.92 

Vegetable oils and fats 2.52 113.36 -0.63 

Dairy products 6.26 204.12 -0.78 

Processed rice 1.03 90.06 -0.33 

Sugar 0.99 152.33 -0.30 

Other food products 1.53 41.38 -0.26 

Beverages and tobacco 4.28 11.41 -0.13 

Textiles 3.06 21.47 0.29 

Wearing apparel 9.80 64.68 0.62 

Leather products 5.99 19.72 -0.38 

Wood products 0.26 17.33 -0.17 

Paper products, publishing -0.01 0.28 -0.04 

Petroleum -0.03 1.99 -0.13 

Chemical, rubber, plastic products 1.61 9.94 0.05 

Mineral products nec 1.08 19.98 -0.17 

Ferrous metals -0.13 0.76 -0.23 

Metals nec 0.22 4.67 -0.53 

Metal products 1.17 10.45 -0.18 

Motor vehicles and parts 2.71 31.77 1.35 

Transport equipment nec 2.80 10.40 0.76 

Electronic equipment 1.14 6.45 -0.26 

Machinery and equipment nec 2.42 11.00 0.43 

Manufactures nec 1.10 5.83 0.31 
Source: CIE simulations with GTAP 
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Table 12.3: Impact of AUSEU on Australian exports by key sector, per cent deviation from 
baseline at 2030 

 Total Countries in trading bloc Countries outside bloc 

Total 0.61 5.78 -0.28 

Agriculture 2.95 37.65 -0.78 

Mining -0.08 2.14 -0.35 

Manufacturing 2.04 11.90 0.38 
Source: CIE simulations with GTAP 

 

Table 12.4: Value change in Australian exports (to all countries), change in 2030 relative to 
baseline 

Sector GTAP CIE G-Cubed 

Dairy products 161 192 
Bovine meat products 382 324 
Wool -6 -38 
Other cereal grains -1 -5 
Other food products  40 45 
Total agriculture 829 729 
   
Mining -105 -138 
Manufacturing 617 1532 
   
Total exports 1235 1436 

Source: CIE simulations with GTAP and CIE G-Cubed 

 

 

Data source: CIE simulations with CIE G-Cubed 

Figure 12.2: Impact of AUSEU on Australian exports to all countries by sector, per cent 
deviation from baseline 
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13. Effects of ACJK 

… on FTA parties 

Table 13.1 summarises the key income and trade impacts of ACJK on China, Japan, Korea and 
Australia. The GDP effect is largest for China, followed by Korea, Japan and then Australia. In each 
case, the GDP effect is considerably smaller than the trade effect.  

• China’s exports within the FTA increase by 16.7 per cent, while China’s exports outside the FTA 
also increase slightly. China’s imports from within the FTA increase by 30.3 per cent, while 
imports from outside the FTA countries declines by 6 per cent. Comparing ACJK with CJK shows 
that these outcomes are very similar between the two FTAs. 

− The increase in Chinese exports to the other members of the trading bloc are mostly 
manufactured products – wearing apparel, machinery and equipment nec, textiles and electronic 
equipment. 

• Japanese exports to the FTA increase by 33.3 per cent, with exports elsewhere falling by 13 per 
cent. Japanese imports from within the FTA countries increase by 12 per cent, with imports from 
other countries increasing by 3 per cent. Comparing ACJK with CJK shows that these outcomes 
are very similar between the two FTAs. 

− Japanese exports to the trading bloc members mostly increase due to increased chemicals, 
rubber and plastic products exports. 

• Korean exports to countries within the FTA increase by 14.6 per cent, with exports elsewhere 
declining by around 5 per cent. Korean imports from within FTA regions increase by 15 per cent, 
while imports from outside decline by around 3 per cent. Comparing ACJK with CJK shows that 
these outcomes are very similar between the two FTAs. 

− Machinery and equipment nec and chemicals, rubber and plastic products drive most of the 
increase in Korean exports to the members of the trading bloc. 

• Australian exports within the FTA increase by around 11 per cent, with exports elsewhere 
declining by 5 per cent. Australian imports from FTA countries increase by 21 per cent, while 
imports from elsewhere decline by 3 per cent. 

− Increased Australian exports to the North Asian trading partners increase mostly due to 
increased bovine meat products and wool exports. Over 80 per cent of the increase in exports are 
due to agricultural and food exports. 

Table 13.1 Effect of ACJK on GDP and trade of the participants, percentage change relative to 
baseline 

Variable China Japan Korea Australia 

 %  %  % % 

GDP 0.5 0.2 0.3 0.1 

Exports within the FTA 16.7 33.3 14.6 10.9 

Exports outside the FTA 0.8 -12.8 -4.6 -5.2 

Imports within the FTA 30.3 11.7 15.0 21.4 

Imports outside the FTA -6.2 3.1 -2.6 -3.2 

Source: CIE simulations with the GTAP model 
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…. on Australia 

Australian GDP increases by 0.1 per cent by joining a free trade agreement with China, Japan and 
Korea. Total Australian exports to all countries increase by 1.44 per cent, driven by a 23 per cent 
increase in agricultural exports (table 13.3). 

Figure 13.1 (and table 13.2) shows that implementation of the ACJK FTA would have significantly 
different effects for Australia compared with the CJK scenario. The benefit to Australia is 
approximately the sum of the benefits under the individual FTAs with China, Japan and Korea. 

Australian exports to the trading partners increase by 11 per cent, also driven by agricultural and food 
sectors which increase by 79 per cent. The standout increases in exports for the individual FTAs (rice 
with Japan, fibres with China and dairy and beef with Korea) are also evident in this scenario. The 
increases in exports of these products are driven by the lower prices for importers from the removal of 
tariffs. In the case of rice exports to Japan, the impact is increased by Australia being a small source 
of rice for Japanese consumers. 

The impact of the FTA on exports to countries outside the bloc is generally a small reduction as the 
exports are directed to the North Asian trading partners. The impact on exports of wool is more 
pronounced. Currently, China is the predominant destination for Australian wool. The increase in 
wool exports to China under the FTA means that over 92 per cent of Australian wool exports go to 
China. 

Australian output increases for all agricultural and food sectors, but declines in the mining and 
manufacturing sectors as the agricultural sectors absorb available resources. The largest increase is 
expected for wool, with a 38 per cent increase in output under the ACJK scenario. 

Table 13.4 shows that the increase in exports of beef, dairy and wool products are very significant in 
value terms, a combination of both the substantial percentage change in exports and the high initial 
value of exports of these products. In figure 13.2 the large increases in exports of dairy, beef, cereal 
grains and wool is shown over time as the FTA is implemented.  
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Data source: CIE simulations with GTAP 

Figure 13.1: Impact of ACJK on Australian exports, per cent deviation from baseline at 2030 

 

% % % 



 

72 

Table 13.2: Impact of ACJK on Australian exports, per cent deviation from baseline at 2030 

 Total Countries in trading bloc Countries outside bloc 

Wheat -5.00 13.13 -11.52 

Other cereal grains 26.07 43.41 -5.52 

Vegetables, fruit, nuts -1.19 17.32 -5.29 

Oil seeds -7.15 -6.73 -7.72 

Sugar cane, sugar beet 3.26 35.81 -11.52 

Plant-based fibres 30.70 74.85 -16.76 

Other crops -3.64 1.04 -10.78 

Cattle, sheep goats, horses -6.09 27.47 -10.52 

Other animal products 6.64 13.21 -4.47 

Raw milk -17.95 -18.29 -17.80 

Wool 69.19 109.43 -48.40 

Forestry -6.04 -6.04 -6.06 

Fishing -1.38 -0.78 -3.64 

Coal -2.97 -0.97 -5.25 

Oil -1.47 7.77 -13.20 

Gas -10.24 -10.11 -16.73 

Minerals nec -1.84 -1.88 -1.66 

Bovine meat products 39.44 91.97 -17.65 

Other meat products 6.52 106.55 -13.38 

Vegetable oils and fats 7.88 55.35 -8.60 

Dairy products 35.34 155.01 -11.00 

Processed rice 64.64 239.43 -5.34 

Sugar 18.92 54.92 -6.13 

Other food products 11.63 39.56 -4.67 

Beverages and tobacco 1.99 53.92 -2.33 

Textiles 16.65 65.99 -2.80 

Wearing apparel 10.72 37.36 1.17 

Leather products 2.66 36.00 -8.29 

Wood products -1.40 0.08 -5.44 

Paper products, publishing -2.68 3.24 -4.22 

Petroleum 4.57 10.49 -2.27 

Chemical, rubber, plastic products -2.45 7.87 -4.97 

Mineral products nec 1.37 27.74 -4.47 

Ferrous metals -1.83 1.70 -2.90 

Metals nec -0.52 12.34 -6.76 

Metal products -2.80 24.54 -4.82 

Motor vehicles and parts 6.49 33.90 1.69 

Transport equipment nec -2.57 3.32 -3.26 

Electronic equipment -4.64 1.33 -5.91 

Machinery and equipment nec -0.71 24.02 -3.92 

Manufactures nec 0.25 21.94 -3.79 
Source: CIE simulations with GTAP 
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Table 13.3: Impact of ACJK on Australian exports by key sector, per cent deviation from 
baseline at 2030 

 Total Countries in trading bloc Countries outside bloc 

Total 1.44 10.91 -5.25 

Agriculture 23.00 74.00 -10.38 

Mining -1.84 1.21 -5.70 

Manufacturing 0.20 16.06 -3.39 
Source: CIE simulations with GTAP 

 

Table 13.4: Value change in Australian exports (to all countries), change in 2030 relative to 
baseline 

Sector GTAP CIE G-Cubed 

Dairy products 916 1122 
Bovine meat products 2962 2691 
Wool 631 187 
Other cereal grains 103 155 
Other food products  307 355 
Total agriculture 5387 4930 
     
Mining -1929 -506 
Manufacturing 4 2373 
     
Total exports 2114 4591 

Source: CIE simulations with GTAP and CIE G-Cubed 

 

 

Data source: CIE simulations with CIE G-Cubed 

Figure 13.2: Impact of ACJK on Australian exports to all countries by sector, per cent deviation 
from baseline 
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14. Effects of AE_CJK 

… on FTA parties 

Table 14.1 summarises the key income and trade impacts of AE_CJK on China, Japan, Korea, 
Australia and the EU. Recall that this is the implementation of two separate FTAs at the same time. 
The GDP effect is largest for China, followed by Korea, Japan then Australia and then the EU. In each 
case, the GDP effect is considerably smaller than the trade effect. Note that in this case the trade 
effect refers to trade within the relevant FTA only. 

• China’s exports within the FTA (to Japan and Korea) increase by 16.4 per cent, while China’s 
exports outside the FTA also increase slightly. China’s imports from within the FTA increase by 
32.9 per cent, while imports from outside the FTA countries declines by 6 per cent.  

− Comparing AE_CJK with CJK shows that the outcomes are very similar between the two 
FTAs. The increase in exports from China to Korea and Japan is driven by increases in exports of 
wearing apparel, manufactures nec, machinery and equipment nec, other food products and 
textiles. 

• Japanese exports to the FTA (to China and Korea) increase by 34.6 per cent, with exports 
elsewhere falling by 12 per cent. Japanese imports from within the FTA countries increase by 12 
per cent, with imports from other countries increasing by 3 per cent. 

−  As with China, the outcome of AE_CJK for Japan is similar to that of CJK. As in CJK, over 
60 per cent of the increase in exports from Japan to China and Korea is from the chemicals, 
rubber and plastic products sector.  

• Korean exports to countries within the FTA (to China and Japan) increase by 14.5 per cent, with 
exports elsewhere declining by around 4 per cent. Korean imports from within FTA regions 
increase by 15.5 per cent, while imports from outside decline by around 2 per cent.  

− Again, the outcome of AE_CJK for Korea is similar to that of CJK. Most of the increase in 
exports from Korea to China and Japan are from the manufactures nec and chemicals, rubber and 
plastic products sectors. 

• Australian exports within the FTA (with EU) increase by around 6 per cent, with exports 
elsewhere declining by 0.2 per cent. Australian imports from FTA countries increase by 15.4 per 
cent, while imports from elsewhere decline by 4 per cent. 

− Similar to under the AUSEU FTA, the increase in Australian exports to the EU is driven 
mostly by increased exports of bovine meat products, metals nec and machinery and equipment 
nec. 

• EU exports within the FTA (with Australia) increase by 15.4 per cent, with exports elsewhere 
declining slightly. EU imports from within the FTA increase by 6.1 per cent, with imports from 
elsewhere declining slightly. 

− As with the AUSEU scenario, EU exports with Australia mostly increase through increases in 
motor vehicles and parts, and machinery and equipment nec exports. 
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Table 14.1 Effect of AE_CJK on GDP and trade of the participants, percentage change relative 
to baseline 

Variable China Japan Korea Australia EU 

 %  %  % % % 

GDP 0.5 0.1 0.2 0.02 0.001 

Exports within the FTA 16.4 34.6 14.5 6.1 15.4 

Exports outside the FTA 1.0 -12.4 -4.3 -0.2 -0.05 

Imports within the FTA 32.9 12.3 15.5 15.4 6.1 

Imports outside the FTA -6.0 2.9 -2.3 -4.0 -0.04 

Source: CIE simulations with the GTAP model 

 

…. on Australia 

The observations under the scenario, for total exports, are similar to those under the CJK and AUSEU 
scenarios. The per cent changes in exports to the bloc are slightly different due to the composition of 
the bloc.  

Australian exports of agricultural and manufacturing products to the countries in the FTA (China, 
Japan, Korea and EU) increase. Figure 14.1 shows that the greatest increases are in other meat 
products, dairy, bovine meat products and wearing apparel. These increases are driven by the lowering 
of trade barriers with the EU. The decline in exports of rice is a result of the trade diversion created by 
the CJK part of the FTA. Small increases are observed in the exports of most manufactured products, 
which again, is mostly due to the lower tariffs on Australian goods entering the EU.  

The change in exports to other countries show that exports of most agricultural sectors decline while 
exports from a number of manufacturing sectors increase. This is due to the diversion of the 
agricultural products to the EU, and exports of manufactured products finding markets outside of the 
North Asian countries who are now exporting between each other to a greater extent. 

Overall, the change in exports to all countries is positive for most sectors. The decline in exports of 
some of the agricultural sectors comes as more of these products are demanded domestically to meet 
increased demand for processed agricultural products. 

The approximate equivalence of the AUSEU and CJK scenarios with the AE_CJK scenario is clear by 
comparing table 14.4 with table 11.4 and 12.4. The value increase in exports shown in table 14.4 are 
similar to the sum of the increases in tables 11.4 and 12.4. Table 14.4 also illustrates the importance 
of the FTA to the beef and dairy sectors compared to others – particularly the mining sectors. 

Figure 14.2 shows how Australian exports deviate from the baseline over time. Beef, other meat and 
dairy all increase relatively to the baseline, primarily due to exports to the EU. Mining sectors are 
unaffected by the FTAs. 
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Data source: CIE simulations with GTAP  
Note: Here the ‘bloc’ refers to EU and China, Japan and Korea. 

Figure 14.1: Impact of AE_CJK on Australian exports, per cent deviation from baseline at 2030 

 

% % % 
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Table 14.2: Impact of AE_CJK on Australian exports, per cent deviation from baseline at 2030 

 Total Countries in trading bloc Countries outside bloc 

Wheat -0.31 2.19 -1.22 

Other cereal grains -2.16 -3.04 -0.55 

Vegetables, fruit, nuts 1.83 7.46 -0.74 

Oil seeds -1.26 -1.60 -0.78 

Sugar cane, sugar beet 3.30 7.17 -1.20 

Plant-based fibres -0.79 -0.13 -1.52 

Other crops 0.27 0.89 -1.11 

Cattle, sheep goats, horses -1.19 1.45 -1.57 

Other animal products 0.66 1.18 -0.68 

Raw milk -1.98 -1.82 -2.15 

Wool 1.81 2.20 -1.96 

Forestry -0.25 -0.13 -0.77 

Fishing 0.34 0.50 -0.47 

Coal 0.09 0.52 -0.84 

Oil -0.53 0.10 -1.34 

Gas -1.34 -1.31 -2.80 

Minerals nec -0.45 -0.49 -0.14 

Bovine meat products 5.84 12.39 -2.10 

Other meat products 9.17 40.86 -1.32 

Vegetable oils and fats 2.17 10.21 -1.04 

Dairy products 6.42 22.92 -1.11 

Processed rice -6.01 -19.12 -0.37 

Sugar 2.43 6.93 -0.81 

Other food products -0.97 -0.98 -0.96 

Beverages and tobacco 4.23 9.32 -0.08 

Textiles -1.18 -2.95 0.07 

Wearing apparel 8.17 19.15 0.64 

Leather products 4.32 7.82 -0.22 

Wood products 2.27 3.05 -0.15 

Paper products, publishing 0.31 0.04 0.42 

Petroleum 0.89 1.47 0.06 

Chemical, rubber, plastic products -2.03 -5.77 0.01 

Mineral products nec 0.83 2.67 0.23 

Ferrous metals 1.54 1.04 1.79 

Metals nec 0.31 0.01 0.58 

Metal products 1.98 6.51 0.88 

Motor vehicles and parts 4.02 4.14 3.99 

Transport equipment nec 4.14 8.53 2.11 

Electronic equipment 2.23 4.14 1.05 

Machinery and equipment nec 3.16 5.39 2.19 

Manufactures nec 1.64 3.53 0.83 
Source: CIE simulations with GTAP 
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Table 14.3: Impact of AE_CJK on Australian exports by key sector, per cent deviation from 
baseline at 2030 

 Total Countries in trading bloc Countries outside bloc 

Total 0.76 1.09 0.33 

Agriculture 3.05 7.38 -1.15 

Mining -0.02 -0.13 0.20 

Manufacturing 1.60 1.61 1.60 
Source: CIE simulations with GTAP 

 

Table 14.4: Value change in Australian exports (to all countries), change in 2030 relative to 
baseline 

Sector GTAP CIE G-Cubed 

Dairy products 165 172 
Bovine meat products 434 349 
Wool 16 -23 
Other cereal grains -8 -11 
Other food products  -26 -65 
Total agriculture 834 557 
   
Mining -21 -59 
Manufacturing 503 1283 
   
Total exports 1588 1196 

Source: CIE simulations with GTAP and CIE G-Cubed 

 

 

Data source: CIE simulations with CIE G-Cubed 

Figure 14.2: Impact of AE_CJK on Australian exports by sector, per cent deviation from 
baseline 
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15. Effects of AE_ACJK 

… on FTA parties 

Table 15.1 summarises the key income and trade impacts of AE_ACJK on China, Japan, Korea, 
Australia and the EU. Recall that this is the implementation of two separate FTAs at the same time. 
The GDP effect is largest for China, followed by Korea, Japan then Australia and then the EU. In each 
case, the GDP effect is considerably smaller than the trade effect. Note that in this case the trade 
effect refers to trade within the relevant FTA only. 

• China’s exports within the FTA increase by 16.4 per cent, while China’s exports outside the FTA 
also increase slightly. China’s imports from within the FTA increase by 30.3 per cent, while 
imports from outside the FTA countries declines by 6 per cent. 

− The impact of the AE_ACJK FTA on Chinese exports is similar to the impact of the ACJK 
scenario – most of the increase in exports driven by increased exports of wearing apparel, 
machinery and equipment nec, textiles and electronic equipment. 

• Japanese exports to the FTA increase by 32.9 per cent, with exports elsewhere falling by 12 per 
cent. Japanese imports from within the FTA countries increase by 12 per cent, with imports from 
other countries increasing by 3 per cent. 

− Most of the increase in exports from Japan to the trading partners is driven by an increase in 
exports of chemicals, rubber and plastic products. 

• Korean exports to countries within the FTA increase by 14.5 per cent, with exports elsewhere 
declining by around 5 per cent. Korean imports from within FTA regions increase by 15.1 per 
cent, while imports from outside decline by around 3 per cent.  

− Machinery and equipment nec and chemicals, rubber and plastic products drive most of the 
increase in Korean exports to the members of the trading bloc. 

• Australian exports within the FTA (with EU and with CJK) increase by around 8 per cent, with 
exports elsewhere declining by 5.5 per cent. Australian imports from FTA countries increase by 
13.6 per cent, while imports from elsewhere decline by 5 per cent. 

− Around 70 per cent of the value of increased exports from Australia to the members of the FTA 
is derived through exports of bovine meat products.  

• EU exports within the FTA (with Australia) increase by 10.4 per cent, with exports elsewhere 
declining slightly. EU imports from within the FTA increase by 0.5 per cent, with imports from 
elsewhere declining slightly. 

− As is the case in the AUSEU scenario, the EU’s increase in exports to Australia are mostly 
driven by exports of motor vehicles and parts, and machinery and equipment nec (although the 
effect driven by motor vehicles is smaller under AE_ACJK compared to AUSEU).  
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Table 15.1 Effect of AE_ACJK on GDP and trade of the participants, percentage change relative 
to baseline 

Variable China Japan Korea Australia EU 

 %  %  % % % 

GDP 0.5 0.2 0.3 0.15 0.00 

Exports within the FTA 16.4 32.9 14.5 8.0 10.4 

Exports outside the FTA 0.9 -12.7 -4.5 -5.5 -0.00 

Imports within the FTA 30.3 11.6 15.1 13.6 0.5 

Imports outside the FTA -6.3 3.0 -2.7 -5.3 -0.03 

Source: CIE simulations with the GTAP model 

 

…. on Australia 

The results of AE_ACJK reflect a combination of the results of AUSEU and ACJK. Of all the 
scenarios, this scenario results in the greatest increases in Australian exports. Australia benefits from 
free trade with the EU, China, Japan and Korea. Together these countries account for over 40 per cent 
of world GDP and over half of world imports. Australian GDP increases by 0.15 per cent, and exports 
to all countries increase by 2 per cent. 

Australian exports of rice, dairy, beef, other meat and fibres to these countries all increase 
significantly. With such a large increase in exports to countries within the trading bloc, there is a 
decrease in trade with other countries, across all sectors. Total exports to all countries of wool, rice, 
dairy and beef each increase by over 40 per cent. The increase in exports is driven by the combined 
effect of increased demand from the four trading partners due to lower tariffs. The increase in exports 
of rice is greater because Australia is a relatively small source of rice for these countries. 

Australian exports to countries outside the FTA decline because the exports are diverted to the more 
profitable markets in the trading bloc countries. Australian exports to all countries increase across 
most sectors. Where declines in exports are observed it is either due to the products being consumed 
domestically to meet demands of sectors with increased output and exports, or due to declining 
production in these sectors as resources are redirected to the sectors with increasing demand. For 
example, exports of oil seeds decline despite increasing output because they are used in the other food 
products sector which increases production and exports. Exports of electronic equipment decline, as 
does output, and the inputs are taken up by the agricutlural sectors to increase output and exports. 

Output from all the agricultural and food sectors increase, by almost 40 per cent for wool and 20 per 
cent for beef. The output of manufactured products mostly declines though, with output of textiles, 
wearing apparel and motor vehicles declining. Domestic production of these products is replaced with 
cheaper imports from the Asian trading partners with strong output in these sectors. 

Figure 15.2 shows the change in Australian exports over time, relative to the baseline. As with most of 
the scenarios, mining is not affected (because of the small changes in tariffs in these sectors), but 
agricultural exports increase over the whole period.  
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Data source: CIE simulations with GTAP 

Figure 15.1: Impact of AE_ACJK on Australian exports, per cent deviation from baseline at 2030 

 

% % % 
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Table 15.2: Impact of AE_ACJK on Australian exports, per cent deviation from baseline at 2030 

 Total Countries in trading bloc Countries outside bloc 

Wheat -5.61 12.55 -12.28 

Other cereal grains 25.77 43.04 -5.90 

Vegetables, fruit, nuts 1.23 16.88 -5.91 

Oil seeds -7.76 -7.32 -8.41 

Sugar cane, sugar beet 6.31 22.60 -12.62 

Plant-based fibres 30.11 73.01 -17.30 

Other crops -2.90 0.92 -11.55 

Cattle, sheep goats, horses -7.08 24.60 -11.61 

Other animal products 6.69 11.22 -4.92 

Raw milk -19.67 -19.76 -19.56 

Wool 68.52 80.10 -44.92 

Forestry -5.95 -5.81 -6.59 

Fishing -0.93 -0.38 -3.77 

Coal -3.24 -2.38 -5.10 

Oil -2.21 7.00 -13.93 

Gas -11.21 -11.07 -18.00 

Minerals nec -1.94 -1.98 -1.64 

Bovine meat products 44.59 97.25 -19.31 

Other meat products 16.39 108.80 -14.20 

Vegetable oils and fats 10.40 59.58 -9.23 

Dairy products 41.60 158.54 -11.80 

Processed rice 65.67 231.37 -5.64 

Sugar 19.91 56.54 -6.49 

Other food products 13.15 39.07 -4.95 

Beverages and tobacco 6.27 16.56 -2.46 

Textiles 19.71 51.49 -2.71 

Wearing apparel 20.53 48.22 1.54 

Leather products 8.66 22.18 -8.82 

Wood products -1.14 0.31 -5.65 

Paper products, publishing -2.69 0.79 -4.22 

Petroleum 4.54 9.39 -2.30 

Chemical, rubber, plastic products -0.84 6.61 -4.92 

Mineral products nec 2.45 24.48 -4.62 

Ferrous metals -1.96 -0.10 -2.90 

Metals nec -0.30 7.17 -6.98 

Metal products -1.63 11.85 -4.91 

Motor vehicles and parts 9.20 34.42 3.14 

Transport equipment nec 0.23 6.08 -2.47 

Electronic equipment -3.50 0.78 -6.16 

Machinery and equipment nec 1.72 13.22 -3.28 

Manufactures nec 1.35 12.67 -3.49 
Source: CIE simulations with GTAP 
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Table 15.3: Impact of AE_ACJK on Australian exports by key sector, per cent deviation from 
baseline at 2030 

 Total Countries in trading bloc Countries outside bloc 

Total 2.05 7.95 -5.49 

Agriculture 25.95 63.98 -10.99 

Mining -1.92 0.13 -6.04 

Manufacturing 2.24 12.42 -2.74 
Source: CIE simulations with GTAP 

 

Table 15.4: Value change in Australian exports (to all countries), change in 2030 relative to 
baseline 

Sector GTAP CIE G-Cubed 

Dairy products 1076 1335 
Bovine meat products 3354 3053 
Wool 626 168 
Other cereal grains 102 152 
Other food products  347 413 
Total agriculture 6225 5796 
   
Mining -2031 -374 
Manufacturing 605 3973 
   
Total exports 3344 6808 

Source: CIE simulations with GTAP and CIE G-Cubed 

 

 

Data source: CIE simulations with CIE G-Cubed 

Figure 15.2: Impact of AE_ACJK on Australian exports to all countries by sector, per cent 
deviation from baseline 
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16. Implications 
Table 16.1 summarises the overall changes in exports (relative to the baseline) that result from the 
various FTAs discussed in this report. Results are provided for both the GTAP model and the CIE G-
Cubed model. 

Table 16.1: Value change in Australian exports, change in 2030 relative to baseline 

Sector KORUS KOREU CHNZ CJK 

 GTAP CIE G-
Cubed 

GTAP CIE G-
Cubed 

GTAP CIE G-
Cubed 

GTAP CIE G-
Cubed 

 $million 

Dairy products -18 -27 -20 -70 -8 -8 4 -34 
Bovine meat 
products -212 -151 -10 -92 -13 6 52 2 
Wool 0 4 0 -52 2 2 22 3 
Other cereal grains -12 -6 0 -4 0 0 -7 -8 
Other food products  -44 -1 -7 -44 1 6 -66 -119 
Total agriculture -271 -173 -48 -382 -14 9 4 -261 
         
Mining 144 103 26 -683 26 9 85 -103 
Manufacturing 53 2 -23 -367 -74 -155 -114 -331 
         
Total exports 25 85 25 -2257 -33 -115 354 -766 

 

Sector AUCH AUJP AUKO AKKU 

 GTAP CIE G-
Cubed 

GTAP CIE G-
Cubed 

GTAP CIE G-
Cubed 

GTAP CIE G-
Cubed 

 $million 

Dairy products -27 5 737 980 201 174 182 148 
Bovine meat 
products -101 -63 2137 2126 859 625 645 475 
Wool 644 297 -27 -80 -15 -26 -14 -21 
Other cereal grains -2 0 92 145 21 17 9 12 
Other food products  -2 21 298 385 78 72 34 71 
Total agriculture 583 271 3528 3986 1249 955 977 788 
         
Mining -26 422 -1532 -969 -472 176 -327 288 
Manufacturing 484 1478 -395 760 35 517 88 527 
         
Total exports 305 1681 1013 2595 410 1244 434 1367 
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Sector AUSEU ACJK AE_CJK AE_ACJK 

 GTAP CIE G-
Cubed 

GTAP CIE G-
Cubed 

GTAP CIE G-
Cubed 

GTAP CIE G-
Cubed 

 $million 

Dairy products 161 192 916 1122 165 172 1076 1335 
Bovine meat 
products 382 324 2962 2691 434 349 3354 3053 
Wool -6 -38 631 187 16 -23 626 168 
Other cereal grains -1 -5 103 155 -8 -11 102 152 
Other food products  40 45 307 355 -26 -65 347 413 
Total agriculture 829 729 5387 4930 834 557 6225 5796 
           
Mining -105 -138 -1929 -506 -21 -59 -2031 -374 
Manufacturing 617 1532 4 2373 503 1283 605 3973 
           
Total exports 1235 1436 2114 4591 1588 1196 3344 6808 

Source: CIE estimates using the GTAP and CIE G-Cubed models. 

These results can be used to summarise the key findings of the analysis presented in this report. 

Free trade agreements that include Australia lead to an increase in Australian exports, production and 
GDP relative to what would be without the FTA. Agreements excluding Australia result in small 
declines in Australian exports (relative to the baseline) as products from the FTA partners become 
more competitive relative to Australian products. The FTAs excluding Australia can result in greater 
Australian exports to countries outside the FTA. The benefits of potential free trade agreements with 
North Asian trading partners are greater than a potential agreement with the EU.  

Figure 16.1 shows the potential impacts of each of the scenarios (after the FTAs are fully 
implemented, percentage change relative to the baseline) on Australian exports of agricultural 
products using the two alternative economic models. Figure 16.2 shows the change in total Australian 
exports from all industries. The difference in magnitude of the changes in agricultural and total 
exports in the two figures indicates that agricultural exports are more responsive to the FTAs than 
other sectors. 



 

86 

 

Data source: CIE estimates using the GTAP and CIE G-Cubed models 

Figure 16.1: Per cent change in Australian agricultural exports 

 

 

Data source: CIE estimates using the GTAP and CIE G-Cubed models 

Figure 16.2: Per cent change in Australian exports 

 

Existing FTAs create trade diversion away from Australian exports. 

KORUS, KOREU and CHNZ all have some elements of trade diversion for Australia. 

• KORUS leads to a reduction in total agricultural exports, although in total this is offset by 
increases in other exports. The major effects within agriculture are on dairy and beef, although 
within the GTAP model there is also a signification effect for other cereal grains and other food 
products. 
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• KOREU also leads to declines in agricultural exports although in this case the magnitude of the 
effects differs between the two models — CIE G-Cubed has a considerably larger effect on 
agricultural exports. 

• CHNZ leads to a different pattern of results between the two models with a net reduction in 
agricultural exports from GTAP but a net increase from CIE G-Cubed. 

• These existing FTAs lead to lower exports to the countries within the FTA, but greater exports to 
countries outside the FTA. As the countries within the FTA concentrate their trade on each other, 
their trade with other countries declines, creating an opportunity for Australian exports. For 
example, under KORUS, Australian exports of beef to Korea and US decline, but exports to other 
countries increase. Total Australian exports increase marginally under KORUS as the increase to 
other countries outweighs the decrease in exports to Korea and the US (see figure 16.3). 

• The declines in exports associated with the existing FTAs could be more than offset by 
establishing an FTA with the Asian trading partner (see AKKU results). 

 

         

Data source: CIE estimates using the GTAP model 

Figure 16.3: Change in the value of Australian beef and total exports to Korea and US and 
other countries under KORUS 

 

Potential FTAs with North Asian economies increase Australian 
exports 

Potential FTAs with North Asian economies have the capacity to increase Australian exports – of both 
agricultural and manufacturing products. 

• The two models estimated the impacts of AUCH on Australian agricultural exports to be positive, 
although to different degrees.  

• AUJP leads to significant increases in agricultural exports from Australia – in particular for beef 
and dairy products. 

• AUKO also leads to increases in agricultural, and total, exports from Australia. 
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• AKKU shows that the benefits from an FTA between Australia and Korea would far outweigh the 
negative impacts KORUS has on Australian exports. 

• Of the three Asian trading partners, pursuing an FTA with Japan has the greatest potential to 
increase Australian agricultural exports. The FTA that has the potential to increase GDP and total 
exports to the greatest extent differs between the models but is either China or Japan. 

A China, Japan and Korea FTA has ambiguous effects 

For CJK, the two models provide quite different implications.  

• GTAP expects an overall increase in agricultural exports, driven by meat and wool.  

• In contrast, CIE G-Cubed projects a decline in dairy exports along with a large decline on other 
food products leading to an overall decline in agricultural exports. 

• The two models have opposite implications for total exports. 

New FTAs with Europe and North Asia could increase exports 

New FTAs with Europe and a North Asia bloc could increase exports. 

• For each of these scenarios (AUSEU, ACJK, AE_CJK, and AE_ACJK), the largest effects are for 
dairy and meat. 

• ACJK has five to ten times the effect as AUSEU does. 

• The increase in GDP and exports under ACJK is approximately equal to the sum of the increase in 
exports for the individual FTAs with China, Japan and Korea. The increase in Australian GDP is 
slightly lower under ACJK than the sum of GDP changes under the individual FTAs with China, 
Japan and Korea (figure 16.4).  
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Data source: CIE estimates using the GTAP model 

Figure 16.4: Per cent change in the value of Australian exports and GDP under FTAs with 
North Asian economies 

 

Results are parameter sensitive  

It is important to keep in mind that these results are for a given set of parameters chosen within each 
of the CGE models. Appendix C discusses the sensitivity of results to changes in parameter values. 
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Appendix A: Recent developments in 
Korean imports of agricultural products 
This appendix documents recent changes in the imports of agricultural products to South Korea. It 
provides context for the scenarios discussed in the main body of the report in terms of the major 
sources of agricultural products for Korea and the significance of Australia in these markets. It also 
highlights the dynamics of agricultural trade and changes that can occur due to causes other than 
changes in trade barriers. Unless otherwise stated, the following discussion is based on the value of 
imports, in nominal terms denoted in Australian dollars. 

Beef 

The value of Korean imports of beef (bovine meat) increased by 90 per cent between 1996 and 2012. 
Over this time, however, there are four distinct periods. 

1996-2003: The pre-BSE period  
From 1996 to 2003 the value of imports of beef to Korea increased almost every year, from A$639 
million in 1996 to A$1.6 billion in 2003 (an increase of 158 per cent). During this time imports were 
mostly supplied by the US, which accounted for 76 per cent of beef imports in 2003, followed by 
Australia with 16 per cent and New Zealand and Canada with 6 and 2 per cent respectively. These 
shares were more or less constant over the 7 year period. 

2003-2007: Impact of BSE restrictions 
In 2003 the detection of BSE (bovine spongiform encephalopathy) in the US led a number of 
countries (including Korea) to introduce restrictions on beef imports from the US. As a result of this 
ban (which lasted until 2008), the US share of beef imports to Korea fell to 17 per cent in 2004 and 
further to zero in 2006. Total imports of beef by Korea declined by 55 per cent in the 2004 calendar 
year. Australia’s exports to Korea, however, increased by 60 per cent in 2004. New Zealand increased 
their exports to Korea by 79 per cent and other countries that had very small or no exports to Korea 
increased their supply of beef to fill the gap left by the US. Australia’s share of Korea’s beef imports 
increased to 58 per cent in 2004 and 79 per cent in 2006.  

2008-2011: Lifting of the ban 
The import ban on US beef was lifted in April 2008 and the US has steadily regained market share at 
the expense of Australian suppliers. The US supplied 39 per cent of Korean beef imports in 2011 and 
Australia’s share fell to 49 per cent. From the low of 2004, Korean imports increased by 63 per cent to 
A$1.5 billion in 2011, still not recovering to pre-BSE levels. 

2012: The KORUS FTA and more BSE  
The calendar year of 2012, saw total imports of beef to Korea decline by 17 per cent. Australia’s share 
increased slightly, but all major exporters faced declines in value (and quantity) terms. Increased 
domestic beef production and a sluggish economy in Korea would have contributed to the overall 
decline in beef import demand by Korea in 2012. As well as being the first year of the KORUS FTA, 
2012 saw another case of BSE detected in the US. The BSE case did not result in another import ban, 
but may have contributed to decreased demand for US beef. The FTA is unlikely to have had much 
effect in 2012 as the tariff reduction in the first year was relatively minor. Tariffs on beef imports 
from the US are to be removed under the agreement but over 15 years, therefore the reduction in 2012 
was from a tariff rate of 40 per cent to 37.3 per cent. 
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Data source: Global Trade Atlas 

Figure A.1: Value share of beef imports to Korea, 1996-2012 

 

Other meat 

As well as beef, Korea is a significant importer of pork and, to a lesser extent, poultry. Figure A.2 
shows that when imports of beef fell in 2004 due to the BSE scare in the US, pork imports increased 
significantly and has maintained a significant share of meat imports since. Imports of poultry and 
sheep meat have remained relatively steady since 1996. Fish products are also a significant import for 
Korea, the value of fish imports are greater than beef, pork, poultry and sheep meat imports combined 
(the relative value of fish to other meat products has remained constant since 1996). 

 

Data source: Global Trade Atlas 

Figure A.2:  Korean imports of beef, pork, poultry and sheep meat, 1996-2012 
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Korean pork imports are mostly sourced from the EU and US (figure A.3). The EU share of pork 
imports to Korea declined from 1996 to 2009 as the US and Chile increased their share of the market. 

 

Data source: Global Trade Atlas 

Figure A.3: Value share of pork imports to Korea, 1996-2012 

 

Dairy 

The imports of dairy products to Korea since 1996 has mostly been supplied by the EU, US, New 
Zealand, and Australia. Of Korean imports of dairy products, 57 per cent (by value) are cheese and 
curd products (figure A.4).  

 

Data source: Global Trade Atlas 

Figure A.4: Composition of imports of dairy products Korea, 2012 
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The share of imports supplied by the EU declined between 1996 and 2005 and has since started to 
increase again. The share of the Korean dairy market supplied by Australian producers has steadily 
declined since 2003. US share of the Korean market dipped in 2009 but has since increased for three 
straight years. New Zealand’s share of the market increased from 12 per cent in 1996 to 23 per cent in 
2002, declined through to 2006 but has since recovered to 20 per cent (figure A.5).  

In the 2012 calendar year, total dairy imports by Korea declined by 16 per cent, 2012 was also the 
year in which the KORUS FTA entered into force. US supplied imports increased from 23 to 28 per 
cent in 2012 while the share provided by Australia declined from 12 to 11 per cent and the share from 
the EU fell in 2012 from 36 per cent to 34. The share supplied by New Zealand remained constant. 

 

Data source: Global Trade Atlas 

Figure A.5: Value share of dairy product imports to Korea, 1996-2012 

 

Cheese and curd 

Cheese and curd imports are predominantly supplied by the US (39 per cent), New Zealand (28 per 
cent), EU (20 per cent) and Australia (9 per cent). The value of these imports increased at an average 
annual rate of 11 per cent between 1996 and 2012. The rate of growth in cheese and curd exports to 
Korea by the EU and US increased by 12 per cent, from New Zealand 16 per cent but from Australia 
only 3.4 per cent. The growth in exports by the US has been particularly strong since 2009 (figure 
A.6). 



 

94 

 

Data source: Global Trade Atlas 

Figure A.6: Cheese and curd imports to Korea by source, 1996-2012 

 

Whey and other milk products 

Korean imports of whey and other milk products peaked in 2007 at a value of A$172 million but in 
2012 was A$127 million, an increase of 30 per cent since 1996. Imports of whey and other milk 
products are supplied by the EU (61 per cent), US (18 per cent) and Canada (13 per cent). Over the 
past decade, the contribution from New Zealand and Australia has declined and now they account for 
only 2 per cent combined (figure A.7). 

 

Data source: Global Trade Atlas 

Figure A.7: Value share of whey and other milk products imports to Korea, 1996-2012 
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Fruit and nuts 

Korea imports over A$1.2 billion in fruit and nuts, the major products imported are nuts, bananas, 
citrus and grapes. The countries that export the greatest value of fruit and nuts to Korea are the US, 
Philippines, Chile, New Zealand and China (figure A.8). Australia provides 0.4 per cent of Korea’s 
fruit and nut imports. For each product however, there are other major suppliers to the Korean market. 
Australia’s exports to Korea are mostly of nuts (macadamias) and citrus but in the context of other 
suppliers, Australia is not a significant source of Korean imports, providing only 1 per cent of nuts 
and 1 per cent of citrus imports. In both of these markets, the US is the dominant supplier with more 
than 90 per cent of the market share. 

 

Data source: Global Trade Atlas 

Figure A.8: Fruit and nut imports to Korea by source, 1996-2012 

 

Vegetables 

Korea’s imports of vegetables increased by 152 per cent (or an average of 6 per cent annually) 
between 1996 and 2012 to reach A$675 million in 2012. Korea’s imports are dominated by products 
from China (figure A.9). Most of China’s exports to Korea are frozen vegetables and carrots. Thailand 
is a significant exporter of cassava, and Vietnam supplies cassava and frozen vegetables. Australia 
accounts for just 1.4 per cent to total vegetable imports by Korea but, along with the US, is a major 
supplier of fresh and chilled potatoes to Korea (figure A.10). 
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Data source: Global Trade Atlas 

Figure A.9: Vegetable imports to Korea by source, 1996-2012 

 

 

Data source: Global Trade Atlas 

Figure A.10: Value share of fresh potato imports to Korea, 1996-2012 

 

Cereal grains 

Korea is a significant importer of cereal grains, most of which is supplied by the US. Corn (or maize) 
is the main cereal imported and accounted for 56 per cent of cereal imports in 2012. Australia is a 
relatively small source of cereals for Korea, supplying 16 per cent of imports. However, Australia’s 
share has increased from 8 per cent in 2010. Most of Australia’s cereal exports to Korea are of wheat. 
Australian producers supply 39 per cent of Korea’s wheat imports. 
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Data source: Global Trade Atlas 

Figure A.11: Cereal imports to Korea by source, 1996-2012 

 

 

 

 



 

98 

Appendix B: Recent developments in 
Chinese imports of agricultural products 
This appendix documents recent changes in the imports of agricultural products to China. It provides 
context for the scenarios discussed in the report in terms of the major sources of agricultural products 
for China and the significance of Australia in these markets. It also highlights the dynamics of 
agricultural trade and changes that can occur due to causes other than changes in trade barriers. Unless 
otherwise stated, the following discussion is based on the value of imports, in nominal terms denoted 
in Australian dollars. 

China’s demand for imported agricultural products has been growing increasingly rapidly since 1995 
(figure B.1). 

 

Data source: Global Trade Atlas 

Figure B.1: China imports of agricultural products, 1995-2012 

 

Oil seeds 

The most significant of Chinese agricultural imports is oil seeds. The value of oil seeds imports have 
increased from A$253 million in 1995 to A$37 billion in 2012 (an annual average growth rate of 34 
per cent). The US and Brazil are the main exporters of oil seeds to China, accounting for 40 and 37 
per cent of imports respectively (figure B.2). Australia’s share of imports peaked at 8 per cent in 1999 
but has since fallen to less than 1 per cent. 
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Data source: Global Trade Atlas 

Figure B.2: China imports of oil seeds by source, 1995-2012 

 

Cereals 

Chinese imports of cereals (in 2012 mostly corn, rice and wheat), has fluctuated quite significantly 
between 1995 and 2012, mostly driven by changes in imports of corn and wheat (figure B.3). Imports 
of corn fell to nearly zero in the late 1990s but increased demand for corn as feed for livestock has 
driven a recent increase of corn exports to the value of A$1.6 billion in 2012. Demand for wheat 
imports fell between 1995 and 1997 as Chinese wheat production increased and imports remained low 
as consumption declined and wheat stocks were depleted (Lohmar 2004). Imports jumped in 2004 as 
stocks had been run down but again fell in 2006.  

 

Data source: Global Trade Atlas 

Figure B.3: Chinese imports of cereal grains, 1995-2012 
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Corn is premoninantly supplied by the US (98 per cent of imports are from the US), wheat is supplied 
by Australia, the US and Canada, barley from Australia and Canada, and rice is from Vietnam and 
Pakistan (figure B.4). Australia’s share of the wheat market has increased from 3.7 per cent in 1995 to 
60 per cent in 2012, while the share provided by Canada has declined from 43 per cent in 1995 to 14 
per cent in 2012. 

 

Data source: Global Trade Atlas 

Figure B.4: Source of Chinese imports of cereal grains, 2012 

 

Beef 

Chinese imports of beef (bovine meat) increased by over 40 times between 1995 and 2012, with most 
of this growth occurring since 2008 (figure B.5). Australia is the biggest supplier of beef to the 
Chinese market (51 per cent of imports in 2012) followed by Uruguay (19 per cent) and Brazil (15 per 
cent). US exports of beef to China peaked in 2002 with the signing of an agreement between China 
and the US on regulatory concessions for US beef producers (USMEF 2002). Imports from the US 
were banned however in 2004 with the detection of BSE and have not returned. New Zealand has seen 
an increase in their share of the US beef market since the commencement of the China-New Zealand 
FTA in October 2008. 
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Data source: Global Trade Atlas 

Figure B.5: Imports of beef to China by source, 1995-2012 

 

Other meat 

Whilst a significant and growing market for Australian beef producers, imports of beef into China are 
relatively modest at A$245 million compared to A$922 million in imports of poultry. Poultry is 
mostly supplied to China by the US and Brazil (figure B.6). US exports to China suffered from a ban 
imposed in 2004 due to the outbreak of avian influenza, and again in 2010 due to trade disputes 
between the two countries. From 2010 Brazil has become the major exporter of poultry to China. 

 

Data source: Global Trade Atlas 

Figure B.6: Imports of poultry to China by source, 1995-2012 

China’s imports of sheep and goat meat are greater than that of beef (at A$407 million compared to 
A$245 million for beef) and are supplied by New Zealand (62 per cent ) and Australia (36 per cent). 
Imports of sheep and goat meat have increased by a factor of five between 2006 and 2012 (figure 
B.7). 
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Data source: Global Trade Atlas 

Figure B.7: Imports of sheep and goat meat to China by source, 1995-2012 

 

China’s imports of pork have also increased strongly since 2006. Together the US and EU account for 
87 per cent of China’s pork imports. Recent history of the value of Chinese pork imports is dominated 
by large variations. Very strong growth was observed in 2008 followed by a sharp decline in 2009 and 
a strong recovery in 2011. Increasing domestic prices through 2007 and 2008 led to increased imports 
as foreign sourced meat became more competitive. In 2009 a build-up in domestic production capacity 
and combined with concern over H1N1 influenza virus (swine flu) saw prices and demand fall – 
reflected in the value of imports. Additionally, Chinese authorities banned imports of pork from the 
US due to concerns over the spread on H1N1. Domestic prices increased again in 2010 and 2011, 
again making imports competitive (Gale et al. 2012). 

 

Data source: Global Trade Atlas 

Figure B.8: Imports of pork to China by source, 1995-2012 
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Dairy 

Chinese imports of dairy products have grown significantly since 1995 and in particular since 2008. 
This growth since 2008 has mostly been driven by imports sourced from New Zealand (figure B.8). 
The growth in imports coincides with the start of the New Zealand-China FTA in October 2008 as 
well as contamination of domestic Chinese dairy products with melamine. The contamination scare 
has led to a preference for quality assured imported products. In 2007 New Zealand provided 39 per 
cent of dairy imports to China, in 2012 that had increased to 63 per cent. The EU is the next biggest 
supplier with 18 per cent of the market. Australia was the source of 5 per cent of China’s dairy 
imports in 2012. 

 

Data source: Global Trade Atlas 

Figure B.9: Imports of dairy products to China by source, 1995-2012 

 

Over 60 per cent of dairy imports by China are milk and cream (concentrated or sweetened) and 23 
per cent are whey and milk products. The milk and cream products are mostly supplied from New 
Zealand, and much of the growth in total dairy imports has been from an increase in the imports of 
milk and cream. The whey and milk products, however, are mostly sourced from the EU (52 per cent) 
and the US (33 per cent) (see figure B.10). Australia’s share of imports declined from 13 per cent in 
1996 to 2.3 per cent in 2012. 
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Data source: Global Trade Atlas 

Figure B.10: Value share of whey and milk products imports to China, 1995-2012 

 

Fruit, nuts and vegetables 

China imports most of their vegetables from Thailand (52 per cent of imports in 2012) and Vietnam 
(22 per cent), these shares have been relatively constant since 2000. Australia’s imports of vegetables 
to China are less than 1 per cent of China’s total vegetable imports. The vegetables imported by China 
are mostly cassava (74 per cent) and dried and shelled leguminous vegetables (24 per cent). 

In 2012 China sourced 28 per cent of fruit and nuts imports from Thailand, 16 per cent from Chile, 14 
per cent form the US and 14 per cent from Vietnam (figure B.11). In the past Philippines was a 
significant source of fruit and nut imports for China (31 per cent of imports in 1995) but its 
contribution has declined to 8.6 per cent in 2012. Australia’s share of imports has increased slightly 
since 1995 but still only accounts for 1.2 per cent of imports. Most imports of fruit are tropical fruit 
(longan, dragon fruit, durian). Australia’s exports of fruit and nuts to China are mostly nuts (Australia 
is the biggest exporter of macadamias to China) and citrus (Australia supplies 11 per cent of China’s 
citrus imports after the US, 61 per cent, and South Africa, 18 per cent). 
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Data source: Global Trade Atlas 

Figure B.11: Value share of fruit and nut imports to China, 1995-2012 

 

Cotton and wool 

Chinese imports of wool (including yarns and woven fabrics) has not seen the same rapid growth as 
many of the other agricultural products in the past few years. Australian exporters, however, are 
capturing an increasing share of the market (see figure B.12). Japan’s share of the market, which is 
mostly the export of woven fabrics, has steadily declined since around 2000. Australia’s share of the 
cotton market is less significant, accounting for 10 per cent of China’s imports, but has increased from 
a low of less than 1 per cent in 2000. 

 

Data source: Global Trade Atlas 

Figure B.12: Value share of wool imports to China, 1995-2012 
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Appendix C: Simulated changes in relative 
prices 
 

The following charts show the changes in prices faced by importers as a result of the implementation 
of the free trade agreements. These are the first round effects, a direct result of the changes in tariff 
levels. Those sectors that show large decreases in prices are because the initial tariff rate before the 
FTA was large. A greater change in price leads to a more significant impact on trade volumes (taking 
into account the initial volume of trade). 
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Data source: CIE calculations 

Figure C.1: KORUS price changes 
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Data source: CIE calculations 

Figure C.2: KOREU price changes 
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Data source: CIE calculations 

Figure C.3: CHNZ price changes 
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Data source: CIE calculations 

Figure C.4: AUCH price changes 
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Data source: CIE calculations 

Figure C.5: AUJP price changes 
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Data source: CIE calculations 

Figure C.6: AUKO price changes 
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Data source: CIE calculations 

Figure C.7: CJK price changes 
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Data source: CIE calculations 

Figure C.8: AUSEU price changes 
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Appendix D: Sensitivity analysis 
One feature of CGE models used to analyse trade liberalisation is the importance of the models’ trade 
parameters. These parameters describe the relationship between imports and the price of those 
imports. If trade is very ‘elastic’ then a small change in import prices leads to a large change in 
imports. At the same time, a small change in the relative price of imports from a particular country 
leads to a large increase in imports from that country. 

These trade parameters are generally specified at two levels: first at the level of choice between all 
imported products and domestically produced products, and second at the level of choice between 
imported products from different sources. Both sets of parameters are important in FTA simulations. 

The GTAP modelling software contains a convenient mechanism for undertaking ‘systematic 
sensitivity analysis’ of parameters. We have used this facility to systematically vary the underlying 
trade parameters (by 50 per cent around their central value) in order to assess the effect on projected 
changes in imports. Results are presented in table D.1. The table shows the range (minimum and 
maximum) of the change in Australian exports for each FTA simulation. The minimum and maximum 
range represents the 95 per cent confidence interval for the systematic sensitivity analysis. The table 
shows, for example, that under KORUS, Australian exports of bovine meat products decline by 
between 3.86 and 1.82 per cent. That is, different choices of trade parameters lead to a range of 
possible outcomes, which in this case vary from -3.86 to -1.82. 

For this sensitivity analysis, each set of trade parameters (at the import/domestic level and at the 
between sources level) are varied independently for each commodity (but together for each country). 
This leads to a complex pattern of sensitivity results. 

Table D.1: Sensitivity analysis: per cent change in total Australian exports (to all destinations), 
95% confidence interval 

Sector KORUS KOREU CHNZ CJK 

 min max min max min max min max 

 % 

Dairy products -0.98 -0.41 -1.21 -0.36 -0.45 -0.16 -0.12 0.46 

Bovine meat 
products 

-3.86 -1.82 -0.21 -0.05 -0.25 -0.10 -0.04 1.44 

Wool 0.37 0.79 0.03 0.10 0.05 0.11 -21.38 -8.27 

Other cereal grains 0.11 0.43 -0.27 -0.05 -2.17 -0.57 -2.75 -0.59 

Other food products -2.40 -0.93 -0.45 -0.12 0.02 0.05 -4.08 -0.89 

Coal 0.06 0.14 0.01 0.03 0.01 0.01 0.28 0.44 

Motor vehicles and 
parts 

0.00 0.12 -0.90 -0.26 0.05 0.13 0.38 2.19 

Manufactures nec 0.14 0.35 0.03 0.15 -0.73 -0.17 0.17 0.93 

Metals nec 0.14 0.31 0.00 0.08 0.04 0.10 -0.17 0.36 

Wearing apparel 0.06 0.20 -0.13 -0.01 -19.05 -4.83 -2.62 -0.61 
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Sector AUCH AUJP AUKO AKKU 

 min max min max min max min max 

 % 

Dairy products -0.31 0.94 -5.21 16.06 -1.43 4.41 -1.29 3.99 

Bovine meat 
products 

-0.32 0.97 -4.54 14.00 -1.82 5.61 -1.32 4.08 

Wool -0.77 2.38 -5.18 15.98 -0.39 1.21 -0.29 0.91 

Other cereal grains -1.63 5.01 -0.74 2.28 -0.38 1.18 -0.31 0.95 

Other food products -0.12 0.38 -2.18 6.74 -0.58 1.79 -0.22 0.69 

Coal -0.18 0.55 -0.19 0.58 -0.10 0.29 -0.08 0.24 

Motor vehicles and 
parts 

-0.21 0.66 -0.45 1.40 -0.64 1.96 -0.64 1.99 

Manufactures nec -0.47 1.46 -0.45 1.40 -0.17 0.54 -0.12 0.38 

Metals nec -0.40 1.24 -0.42 1.28 -0.15 0.46 -0.11 0.33 

Wearing apparel -2.42 7.47 -0.34 1.05 -0.21 0.65 -0.22 0.67 

 

Sector AUSEU ACJK AE_CJK AE_ACJK 

 min max min max min max min max 

 % 

Dairy products 3.86 8.63 16.43 53.91 2.96 9.84 19.29 63.51 

Bovine meat 
products 

3.39 6.83 20.70 57.20 2.84 8.71 23.35 64.70 

Wool -1.24 -0.58 2.31 16.08 -22.69 -8.77 1.53 15.05 

Other cereal grains 3.58 8.41 -0.15 5.55 1.95 6.70 3.10 14.29 

Other food products 0.90 2.15 5.19 18.05 -1.71 -0.21 5.84 20.45 

Coal -0.35 -0.19 -4.08 -1.69 -0.06 0.26 -4.45 -1.86 

Motor vehicles and 
parts 

1.50 3.94 2.33 10.72 1.58 6.46 3.36 15.15 

Manufactures nec 0.59 1.61 -1.02 1.54 0.69 2.60 -0.38 3.10 

Metals nec 0.01 0.43 -1.79 0.76 -0.03 0.64 -1.79 1.19 

Wearing apparel 5.87 13.74 4.42 17.09 3.58 12.79 8.69 32.43 

Source: CIE simulations with the GTAP model. 

In most cases, outcomes are of the same sign at either end of the confidence interval. This does not 
hold, however, for AUCH, AUJP, AUKO, AKKU and CJK, where the results change sign across the 
confidence interval. Thus, for some parameter combinations it is possible that exports of some 
commodities would be reduced under the relevant FTA. There are a number of mechanisms driving 
this result within the model. A key mechanism relates to the combination of small trade parameters 
and general equilibrium resource effects within the economy. When trade parameters are very low, 
there is little substitution towards the Australian product, so trade for that product will not increase, 
and that sector will not receive a demand side stimulus from the FTA. At the same time, general 
equilibrium effects within the economy (whereby expanding sectors that do have a demand side 
stimulus draw resources away from sectors that remain unchanged) can reduce exports for the sector 
that did not receive the trade stimulus in the first place.  
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