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Introduction
In March 2017 Rory Medcalf, director of the National Security College at the Australian National University,
observed that ‘[e]ven where Canberra has seriously annoyed Beijing, such as by supporting legal rulings on
the South China Sea [in July 2016], Beijing hasn’t directed economic pressure specifically at Australia’.1 But
the political relationship between the two countries has deteriorated sharply since then. And a report by the
Australian Strategic Policy Institute (ASPI) published earlier this month documented 152 alleged instances
of coercive diplomacy by the People's Republic of China (PRC) globally over the past 10 years, with a sharp
increase since 2018. It found that ‘[o]f the 27 countries found to have been affected, Australia was subjected
to the highest number of recorded cases (17 cases)’.2
For the most part, however, the ASPI report did not examine the impact such measures had on trade flows.
A remark appearing in PRC state media – described by the ASPI report as coercion in the form of a ‘stateissued threat’ – might be unpleasant. But if it had little or no impact on trade then it can more accurately be
described as bluster or ‘bark’, rather than ‘bite’. This UTS:ACRI brief delves into trade data around six recent
events that are most commonly cited as examples of PRC economic coercion directed at Australia:
1. Beef in July 2017
2. Students in December 2017 and February 2018
3. Wine in May 2018
4. Coal in February 2019
5. Barley in May 2020
6. Beef in May 2020
In each case, the PRC government has denied it was engaging in coercion, while other commentators have
also raised a variety of other possible motivations, such as protecting the PRC’s domestic industry or as
retaliation for trade policy measures Australia has taken against PRC imports. The existence of multiple
interpretations is consistent with a feature of PRC economic statecraft operating in the ‘greyzone’ with
‘plausible deniability’.3
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The broader context for these events is two-fold. First, the rising prominence of economic coercion is not
limited to the PRC. The first ‘key takeaway’ in a 2019 report by the Washington-based think-tank, Center for
New American Security, states that ‘Coercive economic measures, such as sanctions, investment restrictions,
trade controls, and tariffs, have become an increasingly important tool of U.S. foreign policy in recent years’.4
Second, the aggregate value of Australia’s exports to the PRC has continued to expand from $116.0 billion in
2017 to $169.1 billion in 2019.5 In the first seven months of 2020, even as COVID-19 unleashed a large-scale,
global, negative economic shock, the total value of Australia’s goods exports to the PRC remained steady on
the same period a year earlier. Meanwhile, goods exports to all other countries fell by 10.2 percent.6
Case 1. Beef in July 2017
On July 25 2017 Australia’s Trade Minister received notice that certification to supply the PRC market would be
suspended for six Australian meat processing plants, allegedly due to labelling and non-compliance issues.7
Some Australian commentators attributed the measures to, amongst other possibilities, ‘Foreign Minister Julie
Bishop’s comments last week over freedom of navigation in the South China Sea’.8
A factor that helped to limit the immediate costs to the affected plants was that PRC authorities allowed
shipments that were in-transit to enter the PRC market.9 Access to the PRC market was restored three months
later on October 30 2017.10
According to data from the Meat and Livestock Association, the volume of exports to the PRC dipped 25.3
percent in August 2017 on a month earlier.11 But this was quickly recovered. In September and October – while
the suspension affecting the six meat processors were still in place – the total volume of Australian beef
exports to the PRC was actually higher than before the measures had been introduced. When compared to the
previous year, a decline is again only observable in the month of August, whilst all other months experienced
positive growth. By 2018, any disruption due to the partial suspension of certification in 2017 had been well
and truly overcome. The period of July through to October in 2018 saw growth in the value of Australia’s beef
exports to the PRC of 76 percent over the same period the year before.
In terms of Australia’s market share of PRC beef imports – a useful metric of whether coercive pressure might
have been directed specifically at Australia – UN Comtrade data show there was only a marginal decline
from 23.6 percent in July to 19.4 percent in August and 19.7 percent in September.12 But by October this had
bounced back to 22.2 percent, above the monthly average for 2017 of 21.4 percent.
Case 2. Students in December 2017 and February 2018
On December 18 2017, the PRC Embassy in Australia posted a notice on its website contending that ‘recently,
in different parts of Australia, there have been increased cases of verbal and physical attacks against Chinese
students’.13 This was followed by an almost-identical notice on the PRC Ministry of Education’s website on
February 14 2018.14
Initial reporting by the ABC News outlined earlier incidences of verbal and physical abuse affecting PRC
students, while also noting that the warning came ‘amidst a period of worsening ties between Australia and
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China over public discussion of Chinese Communist Party interference in Australia’.15 On February 15 2018
the Financial Times quoted LaTrobe University’s James Leibold, as stating ‘[t]his is clearly an act of retaliation
to the introduction of new foreign interference laws in Australia and the ongoing debate about Chinese
Communist party interference’.16
Data from the Australian Government Department of Home Affairs show that there was little year-on-year
change in monthly visa lodgements by PRC students in each of the 12 months of 2018 and 2019.17 Data for new
student enrolments indicates that the number of commencing PRC students in 2018 reached 129,103 – up 3.0
percent from 125,305 in 2017.18
Case 3. Wine in May 2018
On May 17 2018, Treasury Wine Estates Ltd (TWE) announced to the Australian Stock Exchange that it was
‘experiencing delays for some of its Australian Country of Origin shipments being cleared by the General
Administration of Customs China (GACC)’. It cited ‘new and additional verification requirements’ that
‘seemingly appear to only apply to Australian Country of Origin wines’.19
The news immediately prompted a headline in The Australian Financial Review (AFR) stating ‘[p]olitical tension
blamed on Treasury’s China Customs headache’.20
The trade restriction measures turned out to be extremely short-lived. On June 5 2018, just three weeks
after TWE had issued its statement to the markets, the AFR was reporting that ‘more than two-thirds’ of the
Australian wine that had been affected had been released for sale.21 According to data from Wine Australia,
the value of Australia’s wine exports to the PRC (including Hong Kong SAR and Macao SAR) reached $1.14
billion in 2018, up 18 percent on a year earlier. In volume terms, Australian wine exports to the PRC had
increased by seven percent.22 As a share of the PRC’s total wine import volume, the Australian product
increased its market share against its competitors during 2018.23
Case 4. Coal in February 2019
On February 21 2019, Reuters reported that ‘Customs at China's northern port of Dalian has banned imports
of Australian coal’ and that ‘Coal imports from Russia and Indonesia will not be affected’, citing an official
from Dalian Port Group.24 On February 21 2019, an ABC News report with a headline including the statement,
‘Chinese officials ban Australian coal imports’ cited ‘industry sources’ who said ‘similar delays are now
occurring at other Chinese ports’.25
On February 21 2019 The Sydney Morning Herald (SMH) quoted Peter Jennings, the executive director of ASPI,
as saying that the development was ‘a deliberate shot across the bows…designed to keep Australia on edge
about our decision concerning Chinese investment or its inclusion in our 5G network’.26
PRC customs statistics document that the PRC decreased its imports of Australian coal in February 2019 by
45 percent compared with February 2018. However, volumes then quickly recovered in subsequent months to
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be broadly in line with 2018 movements. The total annual volume of the PRC’s coal imports from Australia in
2019 was down just four percent from 2018.27
Market share data exhibits a similar pattern to the quantity data, in that Australia’s share of the PRC’s coal
imports decreased markedly to 31 percent in February 2019 compared to 43 percent in February 2018.
However, the following month, March 2019, Australia’s market share was on-par with that in March 2018, while
in April 2019 it exceeded that of the previous year. For 2019 as a whole, Australia’s market share only declined
modestly to 40 percent from 43 percent in 2018.28
Case 5. Barley in May 2020
On November 19 2018 the PRC Ministry of Finance and Commerce (MOFCOM) launched an investigation
into whether Australia barley was being dumped in the PRC market and benefiting from subsidies. After an
18-month investigation, on May 19 2020, MOFCOM ruled that both dumping and subsidisation had occurred,
leading to a combined 80.5 percent tariff on Australian barley.29
When the investigation was first announced in 2018, the AFR referenced grain producers who saw the moves
as a politically motivated response to an agreement between Australia and the US to develop a PNG naval
base aimed at countering Beijing’s influence in the southwest Pacific.30 When the tariffs were imposed in May
2020, the suggestion by the PRC’s ambassador in Australia a month earlier that ‘[m]aybe also the ordinary
people will say why should we drink Australian wine or eat Australian beef’,31 led some news outlets such
as ABC News and the AFR to include the assessment that the imposition of tariffs were a coercive step.32
Commenting on this, Trade Minister Simon Birmingham stated that he ‘can understand why people draw those
links, particularly given the comments of the Chinese ambassador to Australia’.33
During 2019 the average monthly value of Australia’s barley exports to the PRC was $A59.1 million, while in
June 2019 specifically it was $A19.0 million. In June 2020, the first month after the PRC imposed the trade
restriction measures, the value collapsed to just $A1.1 million, not surprising in view of the size of the tariff
imposed.34 This makes the impact of the barley move different to previous instances of trade disruption.
That said, the Australian Bureau of Agricultural and Resources Economics (ABARES) also noted that the
lengthy investigation had allowed farmers to pursue mitigation options: ‘Altered planting decisions [less
barley, more alternative crops] and changes in the markets to which Australia exports barley will lessen the
negative impact of China’s punitive tariff’. ABARES also concluded that ‘barley production is expected to
remain profitable since it is a relatively low input crop and has agronomic value as part of crop rotations’.35
Case 6. Beef in May 2020
On May 11 2020, the PRC Ministry of Commerce notified the Australian government of the suspension of
imports from four meat processors in Australia, which jointly accounted for a reported 35 percent of Australian
beef exports to the PRC, allegedly for labelling and health certificate shortcomings.36
On May 12 2020, a report in the AFR cited ‘private concerns inside the government linking the sanctions to
the Prime Minister’s calls for an international investigation in the COVID-19 virus’.37 A report in the SMH on
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the same day similarly observed that the suspension was ‘fuelling concern of a campaign by Beijing against
Australian producers in response to Prime Minister Scott Morrison’s push for an independent coronavirus
inquiry’.38
As in 2017, PRC authorities allowed exports from the affected processors that were in-transit to enter the
market.39 According to data from Meat and Livestock Australia, the volume of beef exports to the PRC declined
in February 2020 – coinciding with the impact of COVID-19 on PRC demand.40 Exports rose in March, April and
May 2020, with the volume of exports in April and May 2020 exceeding that in April and May 2019. Volumes
then dropped in June and July 2020 compared to both the preceding months and the same period in 2019. The
year-to-date total volume of beef exports in 2020 is a relatively modest 8.6 percent lower than in 2019.
The extent to which this decline is owed to the suspensions is confounded by falling slaughter rates affecting
Australian beef exports to all markets, increased tariffs on Australian beef in the PRC as a result of reaching
the China-Australia Free Trade Agreement safeguard in early July 2020, new regulations for COVID-19 testing
of imported meat products and competition from beef producers in other markets.41 Year-on-year trends may
also be affected by the 2019 African Swine Fever epidemic in the PRC, which boosted demand for imported
meat in 2019.
What is also evident in Australia’s beef export data is that the demand for Australian beef extends well beyond
the PRC. By the middle of 2020 the US had quickly emerged as Australia’s largest customer, with the PRC
falling to fourth place, also behind Japan and Korea.42
Features of the PRC’s trade disruption measures
First, in some cases, such as PRC students at the end of 2017 and in early 2018, the coercion that was alleged
to have taken place had no perceptible impact on trade.
Second, in other cases, while the impact on trade was perceptible, it proved short-lived – one month in the
case of beef in 2017, three weeks in the case of wine in 2018 and no more than two months for coal in 2019.
Third, aside from being short-lived, trade has nearly always continued, even if at a reduced level. In the
case of beef in 2017 and again in 2020, while new shipments from affected meat processors were halted,
those already in-transit were allowed to enter the PRC market. And a majority of Australian meat processors
continued to export to the PRC as normal.
Fourth, even when trade with the PRC has suffered a sharp fall, such as with barley this year, Australian
industry had prior opportunity to mitigate the shock. In the case of beef, mitigation following the imposition of
PRC measures was assisted by strong demand from other countries. This is not, however, to dismiss the costs
that individual producers have sometimes borne, or those concentrated in specific regions.
Finally, the more frequently Beijing employs trade restriction measures, the more sensitive Australian
producers will be to risk derived from exposure to the PRC market. This, too, will inform their risk mitigation
strategies, reducing the PRC’s coercive leverage in the process. On August 23 2020 Minister Birmingham
alluded to as much: ‘Some of the regulatory decisions that China has made this year will obviously increase
the risk profile that businesses would see when it comes to trading with Chinese counterparts’.43 This means,
as John Kehoe writing in the AFR on June 24 2020 explained, ‘…if an exporter can get $110 for their product in
China or $100 in South Korea, the risk-adjusted price may be more profitable in the more predictable liberal
democracy’.44
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The PRC’s incentive for restraint
The PRC could inflict far worse trade punishment on Australia than it has done to date. This restraint can be
explained by several factors.
First, there is a pure economic cost. Trade is by definition a mutually beneficial transaction, meaning that
disrupting trade brings costs to both parties, including the PRC.
Second, the PRC likely understands that coercive measures have little prospect of success. As the PRC has
employed trade-disrupting measures with increasing frequency, the backlash within the Australian public
has grown stronger and nowadays even the voices of groups with interests in urging moderation in Australian
government policies, such as the business sector, have grown quieter.45 Rather than undercutting the
Australian government’s firm stance on the PRC, coercion feeds into domestic politics to incentivise even
stronger pushback.
Third, Beijing does not always have ready access to policy levers to cut off trade. In the case of students and
tourism, indirect pressure can be exerted via disinformation campaigns in the PRC’s state-owned media. But
PRC consumers get their news from a range of sources, and Australian governments and industry can respond
with marketing campaigns of their own.
Fourth, the PRC’s actions against Australia to date are already being beamed around the world, casting
significant global doubt on its reputation as a reliable trading partner that plays by the rules.46 Trade is
supported by a rules-based system, albeit imperfect, overseen by the World Trade Organization (WTO). When
disputes such as those around barley arise, these rules require 60 days of bilateral consultations after which
Australia can initiate a formal complaint to the WTO, as Canberra has indicated it intends on doing.47
Fifth, while in Australia the focus in placed on PRC coercion, the bigger picture is that the PRC is vulnerable to
coercion itself. US restrictions placed on exports of high tech goods to the PRC are the most notable example
but former Australian ambassador in Beijing, Geoff Raby, also observes that the PRC is now ‘utterly dependent’
on world markets for basic raw materials.48 The PRC may now be the world’s largest steel producer, but more
than 60 percent of iron ore needed to produce that steel comes from Australia.
Finally, in addition to the risk mitigation options retained by individual Australian producers and sectors,
the country as a whole can pursue strategic risk mitigation. As early as 2012, the University of Sydney’s
James Reilly observed that ‘Australia has responded to deepening economic dependence upon China with
classic balancing strategy: strengthening security ties with its Asian neighbours and the United States while
bolstering its military capacity’.49 The 2017 Foreign Policy White Paper and the 2020 Defence Strategic Update
have given further impetus to these endeavours.
Conclusion
Trade restriction measures that the PRC might apply in the future could have a more dramatic effect on
Australian exports. But this possibility serves as justification to monitor the facts as they unfold. Going
beyond PRC government rhetoric and Australian media headlines to analyse existing data are fundamental to
developing a best-practice understanding of potential PRC economic coercion today.
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