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The China Boom:
Two-way trade between Victoria and the People’s Republic of China

Executive Summary

The boom in China’s economy is having a major impact on Victoria’s economy, with two-way
trade between China and Victoria growing dramatically in recent years. China is now Victoria’s
second largest merchandise goods export market, and the state’s second largest trading partner
overall. If current rates of growth in trade continue, China will become Victoria’s number one
trading partner in the very near future.

The paper presents recent data obtained from the

Australian Bureau of Statistics, and other agencies and departments.

In terms of merchandise goods trade, in the eight years spanning 1997/98 to 2004/05 exports of
merchandise to China from Victoria increased in value from just under $1.7 billion to over $2.3
billion, a rise of 38 per cent. 1 In the same period, merchandise imports from China rose in value
from almost $2.5 billion to over $6.6 billion, a rise of 168 per cent. Combined two-way trade in
merchandised goods has grown in value from almost $4.2 billion in 1997/98 to over $9 billion in
2004/05, an increase of just under 116 per cent. Victoria’s trade deficit with China currently
stands at $4.3 billion per annum in merchandise goods trade.

Victorian exports to China are dominated by agricultural and food products, some manufactured
products, fuels, and metals, while Chinese exports to Victoria are dominated by light
manufactured goods, particularly clothing products, toys and footwear. The wool, live animals,
hides, milk, fruit, and crustaceans categories accounted for over $882 million worth of exports in
2004/05, well over one third of the total of all merchandise goods exports to China from Victoria.

Exports of wool to China from Victoria in 2004/05, valued at over half a billion dollars,
represented over 22 per cent of Victoria’s total merchandise exports, making it easily Victoria’s
leading export to China.

1

In this paper China is defined as including the Special Administrative Regions (SARs) of Hong Kong and Macau,
unless otherwise stated.
1
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Victoria’s growing trade links with China also extend to trade in services, particularly as a key
export market in the education and tourism areas. The Chinese share of the international student
enrolment market in Victoria increased from almost 16 per cent in 1999 to over 31 per cent in
2004. While the numbers of students from the SAR of Hong Kong has doubled in this period, the
increase from all other areas of China has been huge, rising from just 2,200 students in 1999, to
over 20,000 in 2004. Victoria’s 27,671 Chinese overseas enrolments in 2004 (including Hong
Kong and Macau), represents 30 per cent of all Chinese enrolments nationally.

There has also been major growth in the numbers of Chinese tourists visiting Victoria over the
period 1999 to 2004. While growth in numbers from Hong Kong has been strong, the major
source of expansion has been the numbers of Chinese visiting from the rest of China, with the
figures trebling from 1999 to 2004 (from 38,584 to 116,019). Recent data indicates that by the
end of 2004, visitors from China (not including Hong Kong) accounted for a level of expenditure
in Victoria exceeding $300 million, about one third of the national level of expenditure by
visitors from China. China is currently rated by the Victorian Government as the fourth largest
source of inbound arrivals.

The surge in China’s economy, which currently shows no signs of abating, will continue to create
high demand for Victorian products, including traditional products such as wool, manufactures
such as aluminium, fuels such as propane, and new opportunities for services and businesses.
This relationship is underpinned by a significant level of complementarity between the two
trading economies and historical ties. The downside for Victoria will come in the form of
challenges to its manufacturing base, particularly in the clothing and car industries. Victoria can
increase its trade levels with China further by continued support and development of its diverse
and sophisticated economy, and by taking calculated risks in the Chinese market.

2
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The China Boom: Introduction

This paper examines the recent boom in trade between China and the State of Victoria, and
provides the latest data available.

The paper is not intended to provide a comprehensive

description of all the elements of the trade relationship between Victoria and China, but rather to
indicate some of the key areas, products and services that are currently experiencing high levels
of trade, with a particular focus on merchandise goods trade. The first section of the paper looks
at merchandise goods trade in the period 1997-98 to 2004-05, using customised data obtained
from the Australian Bureau of Statistics. The overall levels of trade by value between China and
Victoria are presented for the period, indicating the broad trend of recent high growth, followed
by the presentation of the key commodities exported and imported between Victoria and China.
These are presented over the same period, with values for each year. This section also provides a
ranking by value of the key merchandise goods for each market in 2004/05.

Section two of the paper looks at services trade between the two markets. There is an inherent
problem in presenting services trade data across the spectrum of services, due to the lack of
material available on a state by country basis. However, statistics are available in relation to two
areas, education and tourism, and these are presented for the period 1999 to 2004 inclusive. Key
data is presented on student enrolments in Victoria from China, the substantial growth in this
sector, and the Chinese share of the total market. Tourism data presented includes the growth of
Chinese inbound arrivals over the period, and the growth in numbers of visitor nights by Chinese
visitors.

Section three provides a brief overview of some key issues in relation to future trends in the trade
relationship, including the negotiations for a Free Trade Agreement between Australia and China,
currently underway, and the continuing impact of China’s booming economy on Victoria. While
many analysts had predicted that the Chinese economy would start to cool by 2005, growth rates
in China continue to exceed nine per cent - more than double the world average. It’s important to
note that the statistics for China presented throughout this paper include the data for the Special
Administrative Regions (SARs) of Hong Kong and Macau, unless otherwise stated.

The

Appendices at the rear present disaggregated figures for merchandise trade between Victoria and
the rest of China and the two SARs, along with a summary of goods trade, for the year 2004-05.
3
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1. The China Boom:
Merchandise Goods Trade 1997/98 – 2004/05

Two-way trade in merchandise goods between China and Victoria is booming. In the eight years
spanning 1997/98 to 2004/05 exports of merchandise to China increased in value from just under
$1.7 billion to over $2.3 billion, a rise of 38 per cent. In the same period, merchandise imports
from China rose in value from almost $2.5 billion to over $6.6 billion, a rise of 168 per cent.
Combined two-way trade in merchandised goods has grown in value from almost $4.2 billion in
1997/98 to over $9 billion in 2004/05, an increase of just under 116 per cent.

On the 2004/05 trading figures, China is Victoria’s second largest merchandise goods export
market, representing 12.7 per cent of all Victorian exports, and the state’s second largest trading
partner overall. Almost 15 per cent of Victoria’s merchandise goods imports are from China. In
total, Victoria’s share of combined national exports to China (including Hong Kong), 2 is 15 per
cent, while this state’s share of total national merchandise trade (imports and exports) is almost
25 per cent.

This section looks at the recent rise in two-way trade in merchandise goods between China and
Victoria, based on customised data obtained from the Australian Bureau of Statistics (ABS). The
first set of statistics presented (Table 1 and Graph 1 below) represent overall trade figures and
trends for merchandise goods between the two markets for the period 1997/98 to 2004/05. This
data provides an overview of the general trend in trade. The second set of statistics (Tables 2 to
5) represents trade in the top ten merchandise goods classifications for China and Victoria in
2004/05, based on the Standard International Trade Classifications (SITC), with historical data
back to 1997/98. 3 These statistics indicate which commodities are currently leading the way for
both markets.

2

The total value of national exports to China in 2004/05 was $15.7 billion.
The ABS classifies export and import statistics according to the UN Standard International Trade Classification
(SITC Rev. 3) which groups goods according to the degree of processing they have undergone, from food and crude
raw materials through to highly transformed manufactures. For detailed information on the SITC classifications see
the United Nations (2005) ‘Detailed Structure and Explanatory Notes’, Statistics Division – Classification Registry,
UN Statistics Division website, homepage at: http://unstats.un.org/unsd/default.htm
4
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1.1 Overall Levels of Trade: China and Victoria

Table 1 below shows the overall levels of trade between China and Victoria for all merchandise
goods in the period 1997/98 to 2004/05 inclusive. 4
Table 1: Level of Overall Merchandise Trade between China & Victoria, 1997/98 to 2004/05

Total
SITC VicChina

1997-98

1998-99

1999-00

2000-01

2001-02

2002-03

2003-04

2004-05

Value
A$m

Value
A$m

Value
A$m

Value
A$m

Value
A$m

Value
A$m

Value
A$m

Value
A$m

2,506

2,673

2,241

2,412

2,348

4,286

4,797

5,412

5,626

6,681

Exports
1,699
1,572
2,075
to
China
Imports
2,489
2,960
3,421
from
China
Source: Australian Bureau of Statistics, 2005

Table 1 illustrates the high level of growth in trade in commodities between China and Victoria
over the period.

As mentioned above, the key features of this growth are:
•

Over the period, Victorian exports of merchandise goods to China rose in value from just
under $1.7 billion to over $2.3 billion, a rise of over 38 per cent.

•

Merchandise goods imports from China rose in value from almost $2.5 billion to over
$6.6 billion, a rise of 168 per cent.

•

Two-way trade in merchandised goods has grown in value from almost $4.2 billion in
1997/98 to over $9 billion in 2004/05, an increase of just under 116 per cent.

The large increase in two-way trade over the period situates China as a key trading partner for
this state, and thus as an important factor for Victoria’s overall economic health. However,
Victoria’s trade with China over the period has also seen a large increase in the state’s trade
deficit with China, from $790 million in 1997/98 to over $4.3 billion in 2004/05. Graph 1,
overleaf, illustrates the upwards trend in the value of imports and exports over the period.

4

These total values for exports and imports include trade items, such as Liquefied Natural Gas and others, classified
as commercial-in-confidence (SITC 988).
5
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Graph 1: Level of Merchandise Trade between China and Victoria, 1997/98-2004/05

Exports to China
Imports from China

Value (FOB) (AU$Billions)

8
7
6
5
4
3
2
1
0

1997-98 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04 2004-05
FY

Gardiner & Corera 2005

Graph 1 and Table 1 show that there was strong growth in the value of Victorian exports between
1998/99 and 2001/02 (from $1.57 billion to $2.67 billion), before a downturn in Victorian
exports in financial year 2002/03 (to $2.24 billion), with a recovery occurring in 2003/04.
However, in 2004/05 the total value of traded exports to China fell in comparison with the
previous year (from $2.41 billion in 2003/04 to $2.34 billion in 2004/05), while imports from
China ballooned.

One central factor in the drop in total export value was the absence of recorded petroleum
product exports to China in 2004/05 (which had posted a total value in 2003/04 of almost $200
million in exports). Other factors in the decline in merchandise exports were a general decline in
export volumes in the March 2005 quarter, with general falls in food and auto exports. 5

5

Factors in the 2002/03 downturn included: a general weakening in world markets, with a reduced market in Hong
Kong; drought conditions in Victoria, which affected a number of key commodities; and, a reduction in gold exports
from Victoria. It should be noted that the China market did not decline at the same rate as other markets. The value
of Victorian exports to China fell by 16 per cent between 2001/02 and 2002/03, while the overall figure for Victorian
exports to East Asia fell by 29 per cent. See Department of Treasury and Finance (2003) ‘Exports recovery in sight’
Victorian Economic News, September quarter, Melbourne, p.3. For March quarter 2005 analysis see Department of
Treasury and Finance (2005) Victorian Economic News, June quarter, Melbourne, p.11.
6
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1.2 Victorian Exports – Selected Commodities

In Table 2 below, the top ten commodities exported to China from Victoria in 2004/05, by SITC,
are presented. Most merchandise exports listed show either strong or consistent growth over the
period with some commodities exhibiting very high rises in values of exports.
Table 2: Level of Top Ten Merchandise Exports* by SITC to China from Victoria 1997/98 to 2004/05

Standard
International Trade
Classification
(SITC)
001
Live animals (excl.
fish, crustaceans,
molluscs and aquatic
invertebrates)
022
Milk, cream and milk
products (excl. butter
and cheese)
036
Crustaceans
057
Fruits and nuts,
fresh or dried
211
Hides and skins
(except furskins),
raw

1997-98

1998-99

1999-00

2000-01

2001-02

2002-03

2003-04

2004-05

Value
A$m

Value
A$m

Value
A$m

Value
A$m

Value
A$m

Value
A$m

Value
A$m

Value
A$m

5.76

7.39

12.99

21.14

35.21

60.17

129.05

117.51

29.67

29.49

42.78

75.90

103.94

81.62

67.05

52.54

48.81

31.34

34.06

33.90

41.84

18.23

31.91

44.19

31.22

46.37

48.60

56.22

86.45

66.55

40.94

51.15

34.74

31.95

46.41

77.64

60.09

67.17

87.13

88.31

510.20

575.51

563.36

454.68

529.15

14.12

9.00

8.96

27.20

43.54

19.64

31.99

40.97

45.26

54.58

39.61

43.65

15.05

82.73

123.93

146.34

140.73

143.06

182.92

174.57

994.71

1128.40

1065.15

1148.90

1279.47

268
Wool and other
286.47
192.59
327.04
animal hair
282
Ferrous waste and
scrap
7.19
7.09
7.56
288
Non-ferrous base
metal waste and
4.20
4.89
8.72
scrap, nes
342
Liquefied propane
29.36
10.33
27.65
and butane
684
Aluminium
64.47
114.80
124.83
Total Selected
541.89
476.24
680.64
Commodities 6
Source: Australian Bureau of Statistics, 2005
6

Note that in Table 2 the sum of SITC categories will occasionally vary slightly from totals displayed due to
rounding up of figures.
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*NB. As noted above, Table 2 shows the top ten commodities exported from Victoria in 2004/05 by
SITC. 7 Over the period 19997/98 to 2004/05 there have been some other high value commodities traded,
the leading one of which has been petroleum (SITC 333). See discussion below.

As Table 2 illustrates, wool is far and away the leading commodity exported to China from
Victoria, both in terms of 2004/05 and over the period, with over $529 million exported in
2004/05, up nearly 85 per cent from 1997/98. Other highlights were:
•

A rise of over 170 per cent in the value of aluminium exports over the period, to a total of
$174 million in 2004/05.

•

Liquefied propane exports rose over the period from $29m to over $123 million.

•

Live animals exports rose dramatically from just $5.7m in 1997/98, to over $117m in
2004/05.

•

Hides and skins exports rose in value from almost $35m in 1997/98 to over $88 million in
2004/05.

The top export commodities to China in 2004/05 can be ranked by value as follows:
Table 3: Victorian Exports Ranked by Value, 2004/05
Commodity by SITC
Value
Ranking
A$m
268 - Wool
529.15
1
684 - Aluminium

174.57

2

342 - Liquefied propane & butane

123.93

3

001 - Live animals

117.51

4

211 - Hides and skins

88.31

5

288 - Non-ferrous metals

54.58

6

022 - Milk

52.54

7

057 - Fruit and nuts

51.15

8

036 - Crustaceans

44.19

9

282 - Ferrous waste & scrap

43.54

10

Source: Australian Bureau of Statistics, 2005

7

The top ten does not include the category ‘confidential items’ (SITC 988), due to the fact that items within the
category are undisclosed. However, in 2004/05 SITC 988 had an export value of over $250 million, making it a
major contributor to the overall export trade from Victoria to China.
8
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As Table 3 shows, agricultural and food products play a leading role in Victoria’s exports to
China. The wool, live animals, hides, milk, fruit, and crustaceans categories account for over
$882 million worth of exports in 2004/05, approximately 70 per cent of the top listed exports
above. In fact, these agricultural and food products account for well over one third of the total of
all merchandise goods exports to China from Victoria.

Wool has a special role in the China-Victoria trade story, as it does nationally. The over half a
billion dollars in exports of wool to China from Victoria in 2004/05 represented over 22 per cent
of Victoria’s total merchandise exports, making it easily Victoria’s leading export to China. This
reflects, and is an integral part of, the national picture, where wool is the largest agricultural
export to China. Victoria’s share of the total national value for wool exported to China in
2004/05 was approximately 40 per cent. As the largest importer of wool in the world, and with a
growing market, China provides Victorian wool producers with a key market for their products in
the first part of the 21st century.

Table 3 also shows that aluminium (684) is the leading manufactured goods export for Victoria in
2004/05, and a key state export. In the mineral fuels area, liquefied propane and butane (342)
was the major export in 2004/05.

While petroleum (333) had zero exports listed in 2004/05, over $630 million of petroleum has
been exported to China from Victoria over the period 1997/98 to 2003/04. Also worthy of
mention are two commodities that featured in 2003/04’s top ten exports to China, but which
dropped out of the top ten in 2004/05. There was a sharp rise in the exports of internal
combustion engines (SITC 713) over the period, which rose from a miniscule $0.5m in 1997/98
to over $77m in 2003/04. However, there was a significant drop off in this commodity in
2004/05, with exports down to a total of $40.34 million. Photographic supplies (SITC 882) had
traded strongly across the period, to a high of $104 million in 2000/01, but have since gradually
fallen to just $25 million in 2004/05. Another commodity that had previously traded at high
value levels with China was gold (SITC 971). Over $70 million worth of gold was exported to
China in 2002/03, but the level has now dropped in 2004/05 to less than $3 million. 8
8

Due principally to the relocation of a gold refining facility to Perth in late 2002, see Department of Treasury and
Finance (2003) ‘Exports recovery in sight’, op. cit., p.3.
9
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1.3 Chinese Exports – Selected Commodities

Table 4 below shows the top ten commodities by level of value (and SITC) exported from China
to Victoria in 2004/05, for the period 1997/98 to 2004/05. All commodities show high levels of
growth, while the growth pattern for some commodities is extraordinary.
Table 4: Level of Top Ten Merchandise Exports by SITC from China to Victoria 1997/98 to 2004/05

1997-98

1998-99

1999-00

Standard
Value
Value
Value
International
A$m
A$m
A$m
Trade
Classification
658
Made-up articles,
wholly or chiefly of
55.54
67.06
75.19
textile materials
763
Sound recorders
or reproducers
7.17
13.06
15.77
764
Telecommunic31.74
39.00
39.27
ations equipment
821
Furniture and parts
thereof; bedding,
33.92
45.71
66.56
mattresses
841
Men's or boys'
clothing, of text
fabrics (excl.
swimwear)
127.35
150.84
196.72
842
Women’s or girls’
clothing, of text
fabrics (excl.
97.50
121.07
152.54
swimwear)
845
Clothing, of textile
fabrics (incl.
257.63
278.43
332.26
swimwear)
851
Footwear
206.53
235.11
275.08
893
Other articles of
59.63
73.13
84.58
plastics
894
Baby carriages,
toys, games and
236.28
242.16
253.53
sporting goods
Total Selected
Commodities
1113.28
1265.56
1491.50
Source: Australian Bureau of Statistics, 2005

10

2000-01

2001-02

2002-03

2003-04

2004-05

Value
A$m

Value
A$m

Value
A$m

Value
A$m

Value
A$m

115.17

116.60

142.99

147.60

178.81

41.54

86.88

122.46

167.58

185.36

61.06

117.26

121.16

129.14

163.19

101.00

117.28

159.89

188.71

257.34

232.42

234.03

241.61

225.35

251.15

191.06

233.19

259.57

237.59

287.39

403.80

389.06

406.39

430.30

522.13

319.25

336.49

356.49

322.61

386.74

114.92

122.45

128.34

129.39

167.76

345.35

352.06

382.92

384.89

440.48

1925.60

2105.30

2321.83

2363.15

2840.36

Parliamentary Library Research Service

As Table 4 shows, 9 China’s key exports to Victoria over the period centred on clothing and
footwear. In 2004/05 the total value of the three clothing categories (841, 842, & 845) exceeded
$1 billion.

Other highlights were:
•

The baby clothes and swimwear category (845) is the largest single commodity imported
from China, and has risen 100 per cent over the period, to a total of over $522 million in
2004/05.

•

The baby goods, toys and sporting goods category (894) is the second highest import by
value, with over $440 million in 2004/05, and a rise over the period of 86 per cent.

•

Footwear is a high value import, with a total value of over $386 million in 2004/05, and
growth in the period of 87 per cent.

There has also been substantial growth in other sectors, with the category for sound recorders,
video-recorders and tuners, and turntables (763) moving from a paltry $7 million in 1997/98 to
over $185 million in 2004/05. The top ten Chinese exports can be ranked as follows:
Table 5: Chinese Exports Ranked by Value, 2004/05
Commodity by SITC

Value
A$m

Ranking

845 - Clothing

522.13

1

894 - Toys & Games

440.48

2

851 - Footwear

386.74

3

842 - Clothing (female)

287.39

4

821 - Furniture

257.34

5

841 - Clothing (male)

251.15

6

763 - Sound recorders

185.36

7

658 - Textiles (not clothing)

178.81

8

893 - Other articles of plastic

167.76

9

764 - Telecommunications
163.19
equipment
Source: Australian Bureau of Statistics, 2005

9

10

Please note that in Table 4 the sum of SITC categories may occasionally vary slightly from totals displayed due to
rounding up of figures.
11
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As Table 5 shows, Chinese exports to Victoria are dominated by manufactured goods. The
strength of Chinese manufactured goods exports to Victoria reflects both national and
international trends, where Chinese light manufactured goods exports, across a range of products,
have increased dramatically in recent years.
The number one ranking for clothing in exports to Victoria is consistent with Chinese exports to
Australia as a whole, where clothing was the leading Chinese export to Australia in 2004/05.

1.4 Summary – Merchandise Goods Trade

Victoria’s share of national merchandise goods trade with China is significant, (and in proportion
with Victoria’s share of national population).

With total (exports and imports) national

merchandise goods trade with China, including Hong Kong, in excess of $36 billion, Victoria’s
total trade of over $9 billion represents almost 25 per cent of the national figure in 2004/05. 10
Trade in merchandise goods between the two markets is characterised by complementarity, but
with the caveat that Victoria experiences a large trade deficit with China overall. Victorian
exports are currently dominated by agricultural products, some manufactured products and fuels,
while Chinese exports to Victoria are dominated by light manufactured goods, particularly
clothing products and footwear. The merchandise trade deficit with China is growing; in 2004/05
it totalled over $4.3 billion. While imports of Chinese manufactured goods continue to boom,
Victoria’s exports of merchandise goods to China have somewhat levelled in recent years.
However, the absence of recorded petroleum exports in 2004/05 has had a major effect on the
total values for that year.

10

See Australian Bureau of Statistics (2005) International Trade In Goods And Services, Cat. no. 5368.0, August;
Department of Foreign Affairs and Trade (2005) ‘China Fact Sheet’, September, Department of Foreign Affairs and
Trade, Canberra.
12
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2. The China Boom:
Education and Tourism Services – 1999-2004

Victoria’s significant and growing trade links with China also extend to services, particularly as a
key export market in the education and tourism areas. Overall, services trade with China has
occurred at a lower level in value than merchandise goods trade. At the national level, there was
almost 2.5 billion dollars worth of exports of services to China (including Hong Kong) in 200304, approximately 7.3 per cent of the national total value of services exports to all countries
($33.9 billion), which indicates the growing importance of this market. 11 Unfortunately, the ABS
is unable to provide a breakdown of services trade data by state by country, so this section cannot
report on Victoria-China services trade as a whole. However, data is produced by agencies and
departments in relation to two key areas: education services and tourism.
2.1 Education

According to the Department of Innovation, Industry and Regional Development (DIIRD) the
combined overseas student education sector is worth approximately $1.4 billion in total to
Victoria, with Victoria hosting 30 per cent of all Chinese students studying in Australia in
2004. 12 In its submission to the DFAT Feasibility Study on a Free Trade Agreement with China,
the Victorian Government highlighted the Chinese market for international students in Victoria as
the fastest growing of the major export markets for the sector. 13

The data on student enrolments presented below is based on information from the
Commonwealth Department of Education, Science and Training. Table 1, showing Chinese
student enrolments in Victoria for the calendar years 1999 to 2004 inclusive, indicates that the
Chinese share of this market has risen substantially in recent years. 14

11

The importation of Chinese services, also valued at just under 2.5 billion, represented 7.2 per cent of total services
imports, see Department of Foreign Affairs and Trade (2005) Trade in Services Australia 2003-04, Market
Information & Analysis Section, Canberra, pp.36-9.
12
See Department of Innovation, Industry and Regional Development (2005) ‘China, 2005 & Beyond: A vision for
growing trade and investment’, DIIRD, Melbourne, p.12.
13
Victorian Government (2005) ‘Submission To The Australia China Free Trade Agreement Feasibility Study,
2005’, Public Submissions – Australia China FTA Joint Feasibility Study DFAT, p.1. access via,
http://www.dfat.gov.au.
14
It’s important to note that the ‘export’ of education services equates with student enrolments within Australia, with
the caveat that some Australian education providers are now offering programs in offshore partnerships.
13
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Table 1: Chinese student enrolments in Victoria 1999-2004
Overseas Student Enrolments in Victoria
Region

1999

2000

2001

2002

2003

2004

China

2,200

3,696

6,071

12,264

16,809

20,220

Hong Kong

3,630

3,880

4,132

7,773

7,936

7,359

Macau

71

79

NA

91

88

92

TOTAL

5,901

7,655

10,203*

20,128

24,833

27,671

All Regions Overseas
Enrolments in Victoria

37,017

42,391

49,347

74,181

83,990

88,782

China’s (incl. SAR of
Hong Kong and Macau)
15.9%
18.1%
20.7%
27.1%
29.6%
31.2%
percentage of all
Victorian Overseas
Enrolments
Source: Australian Education International (AEI), Department of Education, Science and
Training, 2005.

*The 2001 Total does not include SAR of Macau as data was unavailable due to changes in recording
system.

As Table 1 shows, the Chinese share of the international student enrolment market in Victoria has
been increasing over the period, from almost 16 per cent in 1999 to over 31 per cent in 2004.
While the numbers of students from the SAR of Hong Kong has doubled in this period, the
increase from all other areas of China has been huge, rising from just 2,200 students in 1999, to
over 20,000 in 2004, demonstrating that this sector is one of dynamic growth. The Hong Kong
component of the market does, however, appear to have peaked at around 7,500 per annum.

Other features include:
•

Victoria’s 88,782 overseas enrolments represent 27.5 per cent of total overseas student
enrolments nationally (88,782 out of a total of 322,776).

•

Victoria’s 27,671 Chinese overseas enrolments in 2004, represents 30 per cent of all
Chinese enrolments nationally in 2004 (27,671 out of a total of 92,095).
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The national data on education services trade indicates the levels of value involved: In 2003-04
Australia exported $834 million in education services to China, 15 in a total education services
export market worth over 5.6 billion dollars. Both nationally and for Victoria, China is the
largest single source of overseas student enrolments.

In relation to the importation of education services from China to Victoria, specific data is
currently unavailable. However, data on total state services trade indicates that import levels of
such services to Victoria from China would be comparatively low. In 2003-04, while education
related services exports for Victoria (to all destinations) exceeded $1.5 billion, total imports of
education related services amounted to just $188 million. 16

15

See Department of Foreign Affairs and Trade (2005) Trade in Services Australia 2003-04, op. cit., p.58,60.
See Department of Foreign Affairs and Trade (2005) Australia’s Trade by State and Territory 2003-04, Market
Information & Analysis Section, Canberra, p.33-4. Unlike the figures for services exports, the national data on
services imports to Australia from China does not distinguish between the various elements comprising ‘travel
services’. See Department of Foreign Affairs and Trade (2005) Trade in Services Australia 2003-04, op. cit.,
p.58,60.
15
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2.2 Tourism

Chinese tourism to Victoria is a significant and growing export market for the state. China is
rated by the Victorian Government as the fourth largest source of inbound arrivals. 17

The

following data was obtained from Tourism Research Australia (TRA), and is based on TRA’s
International Visitor Survey (IVS 2004), and shows Chinese visitor numbers to Victoria in the
period 1999 to 2004 inclusive.
Table 2: Chinese visitor numbers to Victoria 1999-2004
Chinese Visitors/Inbound Arrivals to Victoria (i.e. number of visitors)
Region

1999

2000

2001

2002

2003

2004

Hong Kong

23,323

34,922

34,404

30,743

30,114

37,298

China

38,584

40,459

61,727

68,028

74,137

116,019

Total China

61,907

75,381

96,131

98,771

104,251

153,317

Share of total Chinese visitors to Australia 1999-2004
Total Chinese
Visitors/Inbound
Arrivals (incl. SAR of
Hong Kong) to Aus
Victoria’s percentage
share of all Chinese
Visitors to Aus

215,417

255,826

287,969

315,305

286,344

364,317

28.7%

29.5%

33.4%

31.3%

36.4%

42.1%

Source: Tourism Research Australia, IVS 2004 (unpublished data)

As Table 2 shows, there has been extraordinary growth in the numbers of Chinese tourists
visiting Victoria over the period 1999 to 2004. While growth in numbers from Hong Kong has
been strong (rising from 23,323 to 37,298) the major source of expansion has been the numbers
of Chinese visiting from the rest of China, with the figures trebling from 1999 to 2004 (from
38,584 to 116,019). The jump in numbers between 2003 and 2004 was also extraordinary, from
74,137 to 116,019, a rise of 56 per cent.

17

See Department of Innovation, Industry and Regional Development (2005) ‘China, 2005 & Beyond: A vision for
growing trade and investment’, op. cit., p.5.
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The other main feature here was Victoria’s healthy and growing share of the total number of
Chinese arrivals in Australia over the period, rising from an almost 29 per cent share of the total
in 1999, to an over 42 per cent share in 2004.

The other measure of economic yield from tourism is visitor nights. The IVS data shows that the
total number of visitor nights inbound arrivals from China spent in Victoria increased
dramatically between 2003 and 2004. While the Hong Kong numbers reached almost 950,000
visitor nights in 2004, the rest of China leapt from 2,145,240 in 2003 to 3,175,320 in 2004, an
increase of 48 per cent. In 1999 the total visitor nights for the rest of China (excluding Hong
Kong) was 845,692, which indicates that there has been well over a three-fold increase between
1999 and 2004.

The increase in personal travel to Australia reflects both the greater ease with which many
Chinese may now travel, and the increased wealth of China’s expanding middle class. The IVS
2004 indicates that by the end of 2004, visitors from China (excluding Hong Kong) accounted for
a level of expenditure in Victoria exceeding $300 million, approximately one third of the national
level of expenditure by visitors from China. 18

Unlike education related services, personal travel services imports from China to Victoria (i.e.,
Victorians travelling to China) are likely to be considerable. Unfortunately, the data is currently
not distinguished in the national sources by state by country. Victoria’s total imports of personal
travel services from all countries in 2003-04 was almost $2 billion. National importation of
travel services (comprising all elements, business and personal), from China, including Hong
Kong, was worth more than $900 million in 2003-04. 19

18

Data obtained from Tourism Research Australia (2005) International Visitor Survey 2004, unpublished data.
See Department of Foreign Affairs and Trade (2005) Australia’s Trade by State and Territory 2003-04, op. cit.,
p.33-4; Department of Foreign Affairs and Trade (2005) Trade in Services Australia 2003-04, op. cit., p.58,60.
17
19
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2.3 Summary – Education and Tourism Services Trade

While transportation services also contribute significantly to Australia’s services exports to
China, the major areas of growth are currently education related services and tourism. Victoria is
well placed in both these areas, with high numbers of inbound visitors to Victoria from China
(over 150,000 in 2004), and many thousands of Chinese students enrolled in Victorian schools
and universities (over 27,000 in 2004).

As China continues to emphasize investment in

manufacturing, infrastructure and defence, it will continue to ‘buy in’ education services in order
to meet the increasing demand for a more educated and skilled workforce. In the short term
Victoria will continue to be a beneficiary of this process. However, the international education
services market is already becoming highly competitive, as other countries, including Asian
nations such as Singapore, enter the market. 20 In the medium to long term China itself will
provide the main ‘competition’ as it builds its own education sector to international standards.
Similarly, the conditions for growth in tourism services to China appear good, with China’s
expanding middle class increasingly taking up opportunities to travel in this region. One estimate
has total Chinese inbound visitors to Australia reaching over one million by 2013. 21

20

Indeed some just released data suggests that the total overseas student market in Victoria may already have
peaked, see D. Rood (2005) ‘Unis set for fall in overseas students’, The Age, 2 November, p.3.
21
See Department of Innovation, Industry and Regional Development (2005) ‘China, 2005 & Beyond: A vision for
growing trade and investment’, op. cit., p.10.
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3. The China Boom: Future Trends
The Federal Government is currently negotiating a Free Trade Agreement (FTA) with China. In
its public submission to the FTA Feasibility Study, earlier this year, the Victorian Government
outlined current key exports to China, and some key export opportunities for the future,
particularly in the areas of high value added products and processes, research and biotechnology,
and services. 22

The Victorian submission pointed to some current issues and concerns for

Victorian exporters to China and industry groups including; the implications of an FTA for
employment in Victoria’s manufacturing sector, China’s quarantine regulations and customs
standards, protection of intellectual property, environment and labour standards, and a variety of
transparency and other issues. For its part, the Federal Government has stated that it will not
pursue labour, human rights or environment standards as part of the negotiations for an FTA with
China. 23 Interests and concerns expressed to the Federal Government in its collection of the
views of key stakeholders include: concerns on tariffs and tariff quotas, market access and
transparency, quarantine and customs standards, intellectual property, testing regulations, import
licensing, government procurement, repatriation of profits, national and provincial laws and
regulations differences, legal remedies, access to data and regulations, and rules of origin.

In a study commissioned by the Department of Foreign Affairs and Trade (DFAT) which
modelled the potential benefits of an FTA between Australia and China, the authors concluded
that the FTA would yield increased output for both countries. 24 In a separate study by the same
group, which concentrated on the effects on individual states and territories of an FTA, the
conclusion was that an FTA would have a positive impact on the output of all states and

22

See Victorian Government (2005) ‘Submission To The Australia China Free Trade Agreement Feasibility Study,
2005’, op. cit.
23
See Department of Foreign Affairs and Trade (2005) ‘Australia-China FTA Negotiations-Launch of Negotiations’,
access at, http://www.dfat.gov.au. Australia separates trade and human rights discourse with China, maintaining
discussion of human rights issues via the Australia-China Human Rights Dialogue. The Dialogue was begun in
1997, and provides the umbrella for a range of joint activities under the Human Rights Technical Cooperation
Program (HRTC). For information on the Dialogue and HRTC see Department of Foreign Affairs and Trade 2005,
‘Australia-China Human Rights Dialogue’, access via, http://www.dfat.gov.au.
24
See Y. Mai, P. Adams, M. Fan, R. Li, Z. Zheng (2005) ‘Modelling The Potential Benefits Of An Australia-China
Free Trade Agreement’, The Centre of Policy Studies, Monash University, Clayton.
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territories. 25 However, the impact would differ from jurisdiction to jurisdiction. In absolute
dollar terms, NSW and Victoria would have the most to gain, by virtue of the size of their
economies. These two states would also benefit from the expansion in agriculture and food
industries under the FTA. 26 But there would also likely be a contraction in light manufacturing,
particularly in clothing.

Victoria would also face increased competition in the areas of

miscellaneous manufactures and motor vehicles and parts, (a process that appears to be already
underway). 27 The author of this modelling analysis concludes that Victoria, while gaining in
each of the three areas of the study - removal of border protection on merchandise trade,
investment facilitation, and services trade liberalisation - would have more to gain from the latter
two areas, than from the first. 28

In the wider perspective, the Chinese economy continues to grow at a rate far exceeding that of
its trading partners. Growth figures released from the National Bureau of Statistics in Beijing at
the end of the third quarter for 2005 show that China’s gross domestic product grew by 9.4 per
cent over the previous year, a rate of growth that is twice the global average. 29 Investment in
infrastructure and energy continued to surge, with the bureau reporting railway construction
investment up 41 per cent, and the coalmines industry continued to expand with an increase of 77
per cent in investment. Industrial production overall rose by 16.5 per cent. The third-largest
domestic air carrier, China Eastern Airlines, reported that it had increased passenger numbers by
55 per cent over the previous year. Business analysts now expect that China’s share of world
export trade will grow from its current level of 6.5 per cent, to 10 per cent in three years, and to

25

See Y. Mai (2005) ‘Modelling The Potential Benefits Of An Australia-China Free Trade Agreement: Impact on
Australian States and Territories’, The Centre of Policy Studies, Monash University, Clayton.
26
Victoria’s food and wine industries could particularly benefit from a reduction in Chinese tariffs and quotas – for
example, the tariff applying to Australian exports of dried fruit to China currently stands at 25 per cent. The average
tariff level for agricultural products is 15.3 per cent. See Department of Foreign Affairs and Trade (2005) ‘AustraliaChina FTA Negotiations-Launch of Negotiations - Interests and concerns of the Australian agriculture sector’, access
via, http://www.dfat.gov.au.
27
The Age newspaper reports 500 job losses in Victoria’s car parts manufacturing industry, with companies shifting
their business base to China, and an estimated 14,000 jobs lost nationally in the last three years in the car industry.
See P. Robinson & L. Edwards (2005) ‘More jobs axed as car parts industry stalls’, The Age, 8 November, p.3.
28
It should be pointed out though, that a key assumption of the study was that national employment would be
determined by demographic factors, unlikely to be affected by an FTA, see Mai (2005) op. cit., p.5. Chile has
recently agreed terms with China for an FTA between the two countries – but the Chileans have excluded over 150
textile and whitegoods products to protect domestic industry, see P. Harris (2005) ‘Chile and China head down the
free trade route’, The Age, 18 November, Business 6.
29
See P. Lagerkranser & R. Delaney (2005) ‘China’s boom times rolling faster than expected’, The Age, 21 October,
Business 5.
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15 per cent by 2015. 30 China has established large trade surpluses, and is also a major buyer of
foreign bonds, particularly US bonds.

These few indicators of economic growth underline the fact that, with or without a FTA, the
Chinese economy will continue to impact on the Australian economy in the coming years, if the
current growth trend continues.

In particular, the Chinese demand for resources, such as iron

ore, coal and associated steel-making raw materials, has made China the world’s major consumer
of such commodities. Contract prices for Australian commodities have soared as a result, with
iron ore prices reportedly increasing by 72 per cent in 2004-05, and coking coal prices surging by
119 per cent in the same period. 31 Industry leaders and analysts are predicting that the Australian
resources sector is now entering an era of boom for exports; a boom of such magnitude as to
rival, and potentially surpass, that of the ’60s and ’70s, as China dedicates itself to a highly
metal-intensive stage of development. 32

Much of this boom in the Australian resources sector will be directly experienced outside
Victoria. Nevertheless, the general surge in China’s economy across a range of sectors, including
resources, will continue to create high demand for Victorian products, including traditional
products such as wool, manufactures such as aluminium, fuels such as propane, and new
opportunities for services and businesses, underpinned by a significant level of complementarity
between the two trading economies. One emergent trend is for Victorian businesses to establish
business offices or operations in China. Melbourne architectural and urban planning firms have
been particularly successful in gaining entry to the Chinese market, winning large contracts, in
both major and regional cities. 33 Victorian education service providers continue to expand their
trade with China. Monash University, as one example, now offers programs within China, as

30

See M. Moncrief (2005) ‘A billion rags-to-riches stories await the slumbering giant’, The Age, 19 August,
Business 1.
31
See B. Fitzgerald (2005) ‘A giant breathes new life into a dinosaur’, The Age, 18 October, Business 5.
32
See M. Moncrief (2005) ‘A billion rags-to-riches stories await the slumbering giant’, The Age, 19 August,
Business 4. Yet, any number of factors could impinge on China’s future growth rate, including: a general downturn
in the world economy leading to a drop in Chinese exports; a significant outbreak of a SARs-like virus or avian flu; a
crisis in China’s trade relations with the US, or other major trading partner, such as the EU; potential instability
caused by conflict in the Taiwan Straits; and, a combination of any of these factors. On the current problems
besetting Sino-American trade relations see C. Irish & R. Irish (2005) ‘Misdirected ire and lost opportunities: the
false crisis in Sino-American relations’, Journal of World Trade, vol. 39, i4, p.719(22).
33
See R. Myer (2005) ‘Building business for the emerging middle class’, The Age, 21 October, Business 8.
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part of partnership arrangements with leading Chinese academies. 34 Notwithstanding the many
issues outlined above in relation to market access, it would appear that this trend is set to
continue. Both Victoria’s relative proximity to China, and its strong and historic links to China
through the Victorian Chinese community, provide the state with opportunities to expand export
interests into China. Victoria has also had sister-state relations with Jiangsu province since 1979,
and there are now several Victorian Government business offices operating in China.

The Victorian Government has also identified a range of tertiary industries that will benefit from
the increased opportunities presented by a more sophisticated Chinese economy, including
financial services, environmental management and technology, and medical and health industries.
However, for Victorian industries engaged in light manufacturing for a largely domestic market,
the surge in Chinese imports will be a real challenge into the future. The development of China’s
nascent car industry is also likely to place pressure on car and parts manufacturers in Australia
generally. Some Victorian manufacturers may also look to China as an option for off-shore
relocation.

Overall, it would appear that Victoria’s economy will continue to benefit by

increased trade with China. One key challenge though will rest in the state’s capacity to grow not
just the total level of value of exports to China, but the diversity and sophistication of those
exports, across a range of sectors.

34

See G. Palmer (2005) ‘As China booms like never before, the business of education helps Monash put a foot in the
door’, The Age, 18 October, Business 6.
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