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Trade agreements play a major role in enabling competitiveness and
sustainability of agricultural industries. Australia has successfully
negotiated trade agreements with the majority of its major trading
partners. However, other major agricultural exporters have also
pursued their own arrangements, sometimes securing similar or
even better outcomes. Capturing ongoing benefits to liberalised
trade will require that Australia’s negotiations continue to focus on
traditional barriers, such as tariffs and tariff‑rate quotas, along with
broader technical market access and multilateral engagement.

An open trade environment
has been a feature of
Australian agriculture
Australian agriculture has a long history of reliance
on world markets. From the early years of exporting
wool and grains to Europe, the variety of goods
Australia now produces and the number of markets
to which it exports have expanded significantly
(Pollard 2008). The growth in agricultural production
was driven by the adoption of new technologies and an
expansion of cultivated area (Hatfield-Dodds, Jackson
& Zammit 2020). Australia is now among the top
15 agricultural exporters in the world (WTO 2020a),
with the sector exporting about 70% of production
to 192 countries (ABS 2020). This success on the
world stage could not have been achieved without
government and industry partnerships to secure
market access in global markets. That access was
also assisted over time through negotiated outcomes
in multilateral forums, such as the World Trade
Organization (WTO), preferential trade agreements
(which can be bilateral or plurilateral), and through
agreed biosecurity protocols.
This article explores the history of Australia's free
trade agreements (FTAs) and how they have assisted
our export competitiveness and the growth of
agricultural exports. It also looks more broadly at
the global proliferation of FTAs, to examine how the
benefits of tariff reductions achieved through FTAs
can be eroded by competitors in shared markets.

Australia's FTAs have
broadened our markets

Between 1980 and 2000 the Australian Government's
trade policies principally focussed its international
trade engagement at the multilateral level at the WTO
and its predecessor, facilitated through its coalition
with like-minded countries as part of the Cairns Group.
However, multilateral trade negotiations have since
stalled, with the Doha Round of trade negotiations
collapsing. While progress slowed at the WTO,
Australia began to actively pursue preferential trade
agreements, most notably with Asia and the United
States, which improved our agricultural market access.
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Among the benefits of having numerous trade
agreements is the reduction in Australia's exposure to
disruptions in other markets. The reductions in import
tariffs and other trade barriers, and improvements
to tariff-rate quotas (TRQs), are also obvious
benefits. Lower tariffs improve the competitiveness
of Australian products in our export markets and
reduce the price of imported agricultural products
paid by Australian consumers. Some FTAs also
provide guaranteed access for some commodities to
the importing country through preferential TRQs.
The agreements themselves can be between two
countries (bilateral) or between several countries
(plurilateral). In plurilateral agreements, negotiated
improvements to market access provisions are applied
across numerous markets but, as a consequence, often
take longer to finalise.

In the 10 years to 2020, Australia signed 9 FTAs,
including the most recent Indonesia-Australia
Comprehensive Economic Partnership Agreement
(IA-CEPA) (Figure 1). As at July 2020 Australia had 14
FTAs in force, 1 FTA negotiated but not in force, and 4
FTAs under negotiation (DFAT 2020d). In 2019–20,
81% of Australian agricultural exports were destined
for countries with which Australia had a preferential
trade agreement.

A consequence of the proliferation of Australia's trade
agreements is that distinct and separate arrangements
can apply to the same countries. The Comprehensive
and Progressive Agreement for Trans-Pacific
Partnership (CPTPP) and ASEAN-Australia-New
Zealand Free Trade Area (AANZFTA) are plurilateral
agreements covering multiple parties, including some
with which Australia also has a bilateral agreement
(Figure 1). For example, Australia has an FTA with
Japan—the Japan-Australia Economic Partnership
Agreement (JAEPA)—but both countries are also
parties to the CPTPP, a plurilateral agreement with
9 other signatories. In 2019 Australia and Japan also
agreed to sign the 15-country Regional Comprehensive
Economic Partnership (RCEP) (DFAT 2020b).
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FIGURE 1 Australia's current free trade agreements overlap and are far reaching

Note: Other agreements listed by DFAT that have not been included above are the Environmental Goods Agreement and Trade in Services Agreement.
Source: Adapted from DFAT 2019 and 2020d

Multiple agreements with the same country bring
about greater trade liberalisation and can improve
market access. For example, 85% of Australia's
agricultural exports to Indonesia were covered
by AANZFTA, while the 2020 IA‑CEPA agreement
secured preferential access for 99% (DFAT 2020c).
IA-CEPA improved market access outcomes to
Indonesia compared to AANZFTA by providing some
additional tariff reductions. Under IA‑CEPA Indonesia
also agreed to issue import permits automatically
and on an annual basis without seasonality for some
agricultural products.

A downside to multiple agreements with a single
partner is that they increase the complexity of
the trading landscape for exporters, who need to
understand and navigate the terms of multiple
agreements for trade to that country. The complexity
of recent trade agreements is apparent in the wider
scope of technical market access requirements
beyond tariffs, such as rules of origin, sanitary and
phytosanitary measures (SPS) and technical barriers to
trade (TBT) (Thompson‑Lipponen & Greenville 2019).
These requirements can increase exporters' costs,
especially when there are variances between the
technical rules that might be explicit in one agreement
but not in another.
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Asia has become our main
export destination
In the 20 years to 2019–20 Australia's
agricultural exports grew by 20% to $48.4 billion
(in 2019–20 dollars, Figure 2). That growth can be
directly attributed to our trade within the Asian region,
and indirectly with Australia's FTAs with several
Asian countries, including ASEAN, China, Japan and the
Republic of Korea. Australia's share of total agricultural
exports to Asia increased from 52% in 1999–00 to
76% in 2019–20.
China and ASEAN are 2 markets that have become
more important for Australian agricultural exporters
since 2000. Between 1999–00 and 2019–20 Australia's
share of agricultural exports to China increased
from 7% to 29%, and to ASEAN it increased from
13% to 18%. China and ASEAN are now Australia's
first and second largest agricultural export markets,
respectively. Their long-term population and income
growth trends, and higher urbanisation rates,
have not only resulted in an increase in the demand
for food overall but also a change in the types of
food demanded, many of which are now imported.
Per person consumption patterns have transformed
from traditional diets with a strong reliance on staple
grains (mainly rice) and relatively low intake of protein,
to more varied, Western-style diets with greater
consumption of dairy, fruit, meat, seafood, wheat-based
products and vegetables (Eather, Hamshere
& Moir 2013).

Japan and Korea remain important markets for
Australian agricultural products despite relatively
stable demand for imported agricultural products
compared to China and ASEAN. Competition in
both markets has also increased over the past
decade, with both countries parties to preferential
agreements with the European Union and the
United States. The Korea–Australia Free Trade
Agreement (KAFTA 2014) and JAEPA (2015) support
the competitiveness of our agricultural products in
those markets, and for some commodities provide
a price advantage relative to our competitors.
While agricultural export growth has slowed over
the past 10 years, both Japan and Korea remain
among Australia's top export destinations and are
important in terms of market diversification.

Trade agreements promote
efficient market operations

Trade barriers distort trade by increasing the price
of foreign goods in the importing market. The higher
price discourages consumers from purchasing the
foreign good in favour of a domestically-produced good.
In response, the domestic industry produces more of
that commodity than it otherwise might if the trade
barrier did not exist. Consumers pay more for it and
have less choice in what they can purchase.

FIGURE 2 Australian agricultural exports to Asia have increased significantly since 1999–2000
1999–2000

2019–2020

Asia – 52% of agricultural exports

Asia – 76% of agricultural exports
China
ASEAN
Japan
Republic of Korea
Other Asia
United States
European Union
Other

Total
exports
$40.3b

Rest of
world

Asia

Note: All values are in 2019–20 dollars
Source: ABS 2020
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Total
exports
$48.4b

Removing trade barriers improves market efficiencies.
Lower trade barriers benefit consumers by lowering
the price of imported commodities and improving
consumers' choices. They also lead to fewer distortions
in the market because more efficient producers are able
to compete in the global market.
Finally, lowering trade barriers across global value
chains lowers costs for producers and consumers at
different stages along the supply chain. This improves
competitiveness across the different industries that
form part of that chain. For example, lowering tariffs
on imported inputs, such as chemicals and fertilisers,
can lower production costs for primary agricultural
producers. For more processed foods, like Indonesian
noodles that use imported Australian wheat as an
input, lower tariffs on wheat improve production
efficiencies and competitiveness across manufacturers.

Trade barriers are removed
gradually to facilitate
adjustment

For highly protected markets, that is, those with high
tariffs and other forms of government support, the
fast removal of tariffs can cause a significant diversion
by consumers away from the domestically-produced
products to imported products. A swift drop in demand
can cripple inefficient domestic industries that rely on
government support policies. For that reason, trade
concessions negotiated in FTAs are often implemented
over time. While less efficient producers may be forced
out of the market, it is also the case that increased
competition spurs innovation and investment to
improve productivity.
Tariffs are decreased over an agreed number of
stages, starting on the date the agreement enters into
force and then annually, either on each subsequent
anniversary of the agreement or an alternative
agreed date (e.g. start of the calendar year or of a
country's fiscal year). The scheduled tariff reductions
provide the domestic industry with time to adjust
to a gradual increase in competition with imported
products. For the exporting country, scheduled tariff
reductions delay the realisation of the full benefits of
negotiated outcome.

Japan and Korea are two examples of historically
protectionist countries with high tariffs on many
agricultural imports, including dairy, horticulture
and livestock. The high tariffs were designed to
protect domestic industries from lower-cost exporters
like Australia and the United States. However, Japan
and Korea both agreed to several significant tariff
reductions in JAEPA and KAFTA. For example, under
KAFTA, Korea agreed to eliminate tariffs on Australian
beef from the most-favoured nation (MFN) rate of
40%. However, conscious of the negative impact a
swift removal of the tariff would have on the domestic
industry, it agreed to gradually eliminate the tariffs in
equal increments over 15 stages. The first cut was on
12 December 2014 and the second and each subsequent
cut on 1 January (Figure 3).

FIGURE 3 Korean tariffs on Australian beef to
be eliminated over 15 years
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Source: DFAT 2020a

Tariffs on beef have often been applied in combination
with safeguard measures as part of the negotiated
outcomes of FTAs, to ensure the gradual adjustment of
the domestic industry to the new trading environment.
Safeguard measures specify a permissible quantity of
imports from a partner country within a calendar year.
If imports from that country exceed the safeguard,
a higher tariff can be imposed, often returning to
the MFN rate. Under KAFTA the negotiated tariff
decrease was accompanied by a safeguard, which could
be triggered if imports of Australian beef reached
154,584 tonnes in 2014. This safeguard increases
by approximately 2% each year over the 15 year
tariff-reduction period.
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Our competitors also receive
preferential access to many
export markets
Australia is not unique in its pursuit of preferential
trade agreements. Following the stalling of the
Doha Round, there has been a proliferation of trade
agreements as countries have sought more quickly
realisable trade outcomes (Figure 4). As of 1 July 2020
there were 305 trade agreements in force globally
(WTO 2020b).
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FIGURE 4 Number of trade agreements in
force globally
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While trade agreements have improved Australia's
access to many markets, our competitors have also
benefitted from the same or similar arrangements,
sometimes with the same countries and with similar
or better tariff outcomes. For example, Australia
has FTAs with each of its top 5 export markets—
China, Japan, the United States, Korea and ASEAN.
These countries also have numerous trade agreements,
many of them with our major competitors. For Japan
and Korea the majority of their agricultural imports
are sourced from their FTA partners (71% for Japan,
84% for Korea) (Figure 5).

FIGURE 5 A high proportion of agricultural
imports into markets with which Australia has
an FTA are from FTA partners
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Cumulative agreements (right axis)
Notes: a agreements to 1 July 2020 (WTO), including the Indonesia‑Australia
Comprehensive Economic Partnership Agreement (IA‑CEPA) 5 July 2020.
In force is for at least one party. The full names of Australia's agreements and the
dates they entered into force are: Australia‑New Zealand (AANZCERTA) 1 January 1983,
Singapore-Australia (SAFTA) 28 July 2003, Australia‑United States (AUSFTA)
1 January 2005, Thailand‑Australia (TAFTA) 1 January 2005, Australia-Chile (ACI‑FTA)
6 March 2009, ASEAN‑Australia-New Zealand (AANZFTA) 1 January 2010 (partial),
Malaysia‑Australia (MAFTA) 1 January 2013, Korea‑Australia (KAFTA) 12 December 2014,
Japan‑Australia (JAEPA) 15 January 2015, China‑Australia (ChAFTA) 20 December 2015,
Comprehensive and Progressive Agreement for Trans‑Pacific Partnership (CPTPP)
30 December 2018, Australia‑Hong Kong (A‑HKFTA) 17 January 2020, Peru‑Australia
(PAFTA) 11 February 2020.
Source: DFAT 2020a; WTO 2020a
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ASEAN

Imports from FTA partners

Note: Proportion of agricultural imports from FTA partners (2018).
Source: ITC 2020; UN Statistics Division 2020
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United
States

In addition, the European Union is currently
negotiating an FTA with Indonesia. A successful
outcome by the European Union could erode some
of the benefits achieved by Australia in IA-CEPA and
AANZFTA should Indonesia agree to the same market
access outcomes for commodities with which we
compete with the European Union (DS 2019).

Internationally, the shift towards FTAs by many
countries has seen more recent trade agreements
achieve greater tariff cuts than those negotiated in the
past (Thompson‑Lipponen & Greenville 2019). This has
likely been driven by new FTA partners seeking
equivalent or better terms on agreements than those
that were achieved in past agreements. Existing trade
agreements therefore require ongoing investment
to improve trading conditions as competitors seek
equivalent or better terms for their agreements.

The proliferation of preferential agreements globally,
and their varying complexity, can sometimes
result in the most efficient producing countries not
benefitting as much as others because they were unable
to negotiate as favourable a deal. For this reason,
engagement at the multilateral level will continue
to be a superior pathway for more equitable trade
policy outcomes. It also provides a means to address
issues such as agricultural subsidies. The downside
to this approach is the length of time it takes to reach
an agreement, and hence the long-term commitment
required by countries to this process.

The first country to negotiate
doesn't always get the
best deal

Even if two exporting countries have an FTA with a
common partner, at any one time those countries may
face different trade barriers for the same commodities.
For tariffs and TRQs, these differences arise due to the
different dates the agreements entered into force and
the negotiated tariff reduction schedules. As tariffs are
gradually lowered, the country facing the lower tariff is
effectively at a competitive advantage, and sometimes
that advantage can be significant. However, it is also
often the case that the advantage is only temporary,
since the final tariff rates at the end of the phased
reduction period for a given commodity are often the
same across trade agreements with a common partner.

For example, in KAFTA and JAEPA, Australia received
concessions on beef, as did other beef exporters to
those countries (Figure 6). Because other exporters
faced the same tariff schedules, in any given year the
tariff difference between competitors was relatively
small. No competitor had a strong tariff advantage
over another. Under JAEPA the concessions received
for beef were not as favourable as in the CPTPP,
which gave Australia a significant advantage over the
United States. This advantage lasted only until 2020,
when the United States came to a separate agreement
with Japan that, for beef, was equivalent to the CPTPP.
Despite the loss or absence of a tariff advantage
resulting from a preferential agreement, to remain
competitive it is always better to have an agreement in
place than to face the higher MFN tariffs.
More generally, when both Australia and a competitor
have an FTA with a common export market, the
overall impact of the agreement on competitiveness
will depend on “who got the better deal”. The answer
to this question is not only reliant on the agreed tariff
reductions but can also be associated with agreed
changes to other protective trade measures, such as
TRQs and safeguards, and extends to other provisions
such as cooperation and standards.

As part of an FTA, TRQs may be expanded as tariffs
decline, and can be negotiated on a preferential basis
rather than on a global basis. This type of arrangement
provides a material advantage to the exporter's market
access that competitors may not have and is something
that future negotiations between FTA partners can build
upon. For example, the allocation of different cheese
TRQs by Japan and Korea across FTAs with different
partners demonstrates the relative competitive
advantages of their trade partners (Figure 7).
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FIGURE 6 Korean and Japanese beef tariffs on FTA partners

Japan

Republic of Korea
Australia will have a tariff disadvantage relative
to the United States, its biggest competitor in
the Korean beef market, until 2028.

Australia's tariff advantage through JAEPA was
eroded by subsequent trade agreements by its
competitors with Japan.
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 The United States maintains a 5% tariff advantage
over Australia. Korean tariffs on US beef will be
zero in 2026. Tariffs on Australian beef will be zero
in 2028.
 Australia maintains a tariff advantage of 2.5%
over New Zealand and Canada. The tariff on New
Zealand and Canadian beef will be zero in 2029.
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 Australia faces the same tariffs as its main
competitors—the United States, New Zealand, Canada
and Mexico. Japanese tariffs on beef imported from
these countries will be reduced to 9% by 2033.
 Australia previously maintained a tariff advantage
over its competitors through JAEPA, but it was lost
when the CPTPP and US-Japan Trade Agreement
entered into force.
Japanese beef imports totalled
US$4.7 billion (2018)
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Note: Full names of trade agreements are US‑Korea Free Trade Agreement (KORUS FTA), New Zealand‑Korea Free Trade Agreement (NZ-Korea FTA), Korea‑Australia Free Trade Agreement
(KAFTA), Canada‑Korea Free Trade Agreement (CKFTA), Comprehensive and Progressive Agreement for Trans‑Pacific Partnership (CPTPP), US‑Japan Trade Agreement (US‑Japan TA),
Japan‑Australia Economic Partnership Agreement (JAEPA)
Source DFAT 2020a; GAC 2020; MFAT 2020; UN Statistics division 2020; USTR 2019, 2020
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FIGURE 7 Tariff-rate quotas can also affect competitiveness
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 Cheese tariffs in Korea work via a staged
TRQ increase and out-of-quota tariff
reduction schedule.
 The TRQ applies across a basket of
cheese types, covering fresh cheese, grated or
powdered, processed, cheddar and other cheeses.
 Australia signed KAFTA three years after
the European Union and two years after the
United States signed agreements with Korea.
 New Zealand signed the NZ-Korea FTA after Australia
signed KAFTA, and was able to initially negotiate a
larger TRQ.
 Australia will have less favourable TRQs compared to
other countries until they are removed, based on the
staging categories across goods.

 Under JAEPA, Australian cheese exporters
maintain a competitive advantage
through superior TRQs and in‑quota
rates compared to the MFN rates.
 The JAEPA TRQ for natural cheese for
processing will grow to 20,000 tonnes over the 20 years
while maintaining access to the global TRQ.
 In January 2019 the CPTPP came into force, expanding
TRQs and further reducing tariffs on cheese products
from Australia. New Zealand also gained improved access
to Japan, with tariffs on some cheese varieties being
reduced over 16 years.
 In February 2019 the EU–Japan EPA established a TRQ
for cheese. Over the 16-year implementation period,
the aggregate TRQ will expand from 20,000 tonnes
to 31,000 tonnes and become duty-free.
 The United States and Japan reached a preliminary trade
agreement in January 2020, providing the United States
with improved access to the Japanese cheese market.
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Future challenges for
trade negotiations
The importance of FTAs to Australia's agricultural
export performance cannot be overstated. Over the
past 15 years they have provided access to new
and growing markets, and have supported the
competitiveness of our products abroad. There are
only a few major trading partners that remain with
which Australia does not yet have a preferential trade
agreement. These include the European Union, the
United Kingdom and India. Negotiations with these
trading partners are underway and the pursuit of FTAs
with new partners will remain of key importance to
Australia's future trade agenda.
With many agreements now in place, the Australian
Government's trade strategy also includes reviewing
existing FTAs and upgrading them where possible to
ensure they continue to support our competitiveness.

These improvements have increasingly addressed the
emerging issues that have become more prominent in
trade forums. Chief among those are technical trade
issues, non-tariff measures (NTMs) in particular
(Levantis & Fell 2019). NTMs impose costs on exporters
and, while many can have a trade enabling impact,
many are applied without a sound, evidence-based
rationale. The potentially high cost of complying with
such NTMs can act as a barrier to trade. Hence future
trade negotiations will be increasingly about
eliminating unjustly applied NTMs and on lowering the
cost burden of other technical trade measures.
Ultimately the priority for the Australian agricultural
sector will continue to be about having access to export
markets and being competitive in those markets.
Ensuring Australia provides access to imported
products will also be important for the competitiveness
of our domestic industries. The negotiated removal
of trade barriers, whether through our own FTAs
or through those between other trading partners,
will continue to support more efficient global value
chains and a more liberalised global trading landscape
(Greenville 2019).

Photo: Shutterstock.com
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