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6. Project Objectives

6.1  Project delivery
s " : Revised  |Date of RGC Approval
Timing Original Milestanes Milestones |( must be quo!ed)pp
To set up a research unit/ center to
Dec 1, 2014 — study the economies of China and
January 31, Australia focusing on the linkages
2015 of education, trade, investment and
migration
To carry out research on the
January 1,

2015-August 31,
2015

traditional patterns of trade
between China and Australia in
resources and energy products

January 1, 2015-
November 30,
2015

To study newly emerging patterns
of goods trade and service trade
between China and Australia in
non-GM products, real estate
investments, tourism, education,
migration and related financial
services

January 1,
2015 —
December 31,
2015

To provide a platform for
enhancing teaching and learning of
international trade and international
business, especially with respect to
the economies of China and
Australia

March 1, 2015 —
December 31,
2015

To serve local and international
communities by sharing ideas,
exploring opportunities, collecting
trade data, conducting related
economic analyses and providing
policy recommendations

July 1, 2015— | To set the stage for conducting
February28, further research and studies on the
2016 theme in the years ahead
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6.2 Speaker(s) (For details, see posters)
Title / Name | Post / Institution/ | Title / Topic of presentation / course | Previous
(Surname in | School research links
capital with Hong
letters) Kong
institutions /
schools
(Nature and
Date
(month/year))
Gregory C Professor/ China’s Economic Transformation: Frequent
CHOW Princeton Selected Topics visiting
University, USA professor
CityU and
HKUST since
1993
Bharat Raj Adjunct Professor / | Economic Linkages- General Equilibrium | Regular
HAZARI City University of Approach visiting prof.,
Hong Kong CityU since
2005
Ronald W. University of On Blending International Trade Models | Frequent
JONES Rochester, USA visiting prof.,
CityU and
CUHK since
1993
Hamid Prof/University of On Smart Sanctions Past visiting
BELADI Texas, USA prof. at CityU
since 2005
Kwan CHOI | Prof/lowa State U Unemployment and Currency Past visiting
University, USA Devaluation in an Open Economy prof.at CityU
since 2012
Hong Prof/National Tariffs, Technology Licensing and Visiting prof.
HWANG Taiwan University Adoption at CityU and
Co-Editor of
APJAE,
published by
CityU and
NTU.
Vikas Associate Prof/ City | Renminbi Misalignment: A Productivity | N/A
KAKKAR University of Hong | Perspective
Kong
Gregory Ass. Pro/Lingnan Price level co-movements within N/A
WHITTEN University currency unions-a model for price level
co-movements under free trade
agreements
Vinh DANG | Professor/ University | Yen or Yuan? Visitor at
of Macau The Law of One Price and Economic CityU
Integration in Asia
Pasquale Professor/Deakin State-owned Enterprises, Competition Past visting
SGRO University, Australia | and Product Quality prof. at CityU
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Xiao-Peng University of Two-way FDIs and International Product | N/A
YIN International Cycles
Business and
Economics, China
Yum Keung | Associate Prof/ City | FDI technology spillovers and spatial N/A
Fred KWAN | University of Hong | diffusion in the People’s Republic of
Kong China
Kate HYNES | Postdoctoral Competing for Foreign Direct Investment | N/A
Fellow/City through Investment in Public
University of Hong | Infrastructure
Kong
Huasheng Asso. Prof/Zhejiang | Size Matters! Who is bashing whom in N/A
SONG University, China trade wars?
Chun-Kai Assistant Professor/ | Migration and Multinationals: On the N/A
WANG Shandong Welfare Effects of Firm and Labor
University, China Mobility
Ka Yui Associate Prof/ City | What does the house price-to-income N/A
Charles University of Hong | ratio tell us about the housing market
LEUNG Kong affordability: A theory and international
evidence
Jie LI Professor/Jinan Financial Crisi, Cross-border Mergers, CityU
University, China and Abnormal Returns post-doctor
Bihong Assistant Prof/ Tourism Congestion and Social Conflict: | N/A
HUANG University of Macau | Evidence of Hong Kong
Yu PANG Research Explaining the Post-2000 Brown Shiftin | N/A
fellow/Hong Kong US Manufacturing the Roles of China,
Polytechnic Bush, and Induced Innovation
University, Hong
Kong
Shui-Ki Assistant Prof/ Density Forecast of Predictive Model for | N/A
WAN Hong Kong Baptist | Tourism Demand
University
Wai Kee Prof/ Shue Yan The Influences of Human Development, | N/A
YUEN University Economic Freedom and Governance on
the Competitiveness of European Union
and ASEAN
Jai Young Professor/Lamar Offshoring, Terms of Trade and Visiting Prof.
CHOI University, USA Non-immiserization CityU and Chu
Hai College
Baomin Prof/Henan The Global EKC: A Perspective from N/A
DONG University, China Consumer Account
Henry WAN | Professor/ Cornell Understanding the Chinese Economic N/A
University, USA Expansion:
The Trade-Linked Growth
Kenneth Professor/ University | Under-Consumption and Income Former CityU
CHAN of Macau Inequality in China prof.
Alfred Senior Resident China — Recent Developments, RMB N/A
SCHIPKE Representative for Internationalization, and Reforms
China / International
Monetary Fund
Markus Professor / Relational Networks and Corruption - | N/A
TAUBE University of Just Two Sides of the Same Coin
Duisburg —Essen,
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Germany
Jia HE Head of Financial v 5] < i S e Y RE S A TR R A RS RE Former prof. at
Engineering CUHK
Department/ South
University of
Science and
Technology, China
Mong Shan Associate Professor / | Momentum effect in the Australian N/A
EE Deakin University, equity market
Melbourne,
Australia
James A. Professor / Chinese | Causes of Economic Inequality Nobel
MIRRLEES | University of Hong Laureate now
Kong at CUHK
Yan Chong | External EEEBA - BHEREcE Former CityU
CHAN Advisor/Chu Hai Asso Prof.
College
Paolo Professor/University | Global Imbalances Revisited — The N/A
EPIFANI of Nottingham, Transfer Problem and Transport Costs in
Ningbo, China Monopolistic Competition
Wen XIAO Professor / Zhejiang | HL4:E28E JRBIESTE. DIAFTP/NEZE | N/A
University, “EHET A
Hangzhou, China
Guoqing Professor / Renmin HE 78/ 85 R B {3 1 [ _E N/A
GUO University of China,
Beijing, China
Ansgar Professor / Exchange Rate Volatility and Hysteresis | N/A
BELKE University of in Exports — Empirical Evidence for the
Duisburg — Essen, Euro Area
Germany
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6.3

6.4

6.5
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Please provide copies of promotional materials, number of participants, survey/statistics on
participants, e.g. country of origin, research background, etc., a copy of evaluation
form/questionnaire and the consolidated feedback with response rate. Photos of the event(s)
are preferred but optional.

(Attachment)
Objectives as per original application

1. To set up a research unit/ center to study the economies of China and Australia
focusing on the linkages of education, trade, investment and migration

2. To carry out research on the traditional patterns of trade between China and
Australia in resources and energy products

3. To study newly emerging patterns of goods trade and service trade between China
and Australia in non-GM products, real estate investments, tourism, education,
migration and related financial services

4. To provide a platform for enhancing teaching and learning of international trade
and international business, especially with respect to the economies of China and
Australia

5. To serve local and international communities by sharing ideas, exploring
opportunities, collecting trade data, conducting related economic analyses and
providing policy recommendations

6. To set the stage for conducting further research and studies on the theme in the
years ahead

Revised objectives

Date of approval from the RGC:

Reasons for the change:
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6.6  Realisation of the objectives
(Maximum 1 page; please state how and to what extent the project objectives have been
achieved; give reasons for under-achievements and outline attempls to overcome problems,

if any)

6.7  Summary of objectives addressed to date

Objectives Addressed Percentage achieved
(please tick) (please estimate)

1. To set up a research unit/ center to
study the economies of China and
Australia focusing on the linkages of v 100%
education, trade, investment and
migration

2. To carry out research on the traditional 100%
patterns of trade between China and /
Australia in resources and energy
products

3. To study newly emerging patterns 100%
of goods trade and service trade
between China and Australia in
non-GM products, real estate v
investments, tourism, education,
migration and related financial
services

4. To provide a platform for 100%
enhancing teaching and learning of
international trade and international v
business, especially with respect to the
economies of China and Australia

5. To serve local and international 100%
communities by sharing ideas,
exploring opportunities, collecting v
trade data, conducting related
economic analyses and providing
policy recommendations

6. To set the stage for conducting 100%
further research and studies on the v
theme in the years ahead

[IDS8 (Jan 2015) 8
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7. Research-related Outcome

7.1

T2

Potential for further development of the research and the proposed course of action
(Maximum half a page)

This project can lead to further studies about the various linkages between Australia,
China (including Hong Kong) and even other concerned regions in terms of flows of
international trade, investment, finance, migration and education services. The PI
and Co-I plan to participate at the workshops/conference on these issues in Taipei and
Guangzhou in this summer and the future

The research papers supported by this project will be refined for possible publications
in various outlets. Several conference papers have been published in a special issue of
the journal, International Review of Economics & Finance.

Currently, the PI plans to set up a large-scale research center for the study of
international trade and business, subject to the research funding application under
the RGC 2016 Institutional Development Scheme. This project proposal was
approved by RGC with a budget of $5.7 million under the Institutional Development
Scheme on August 31, 2016.

Research collaboration achieved
(Please give details on the achievement and its relevant impact)

This project has resulted in development and strengthening research collaborations, as
follows:

1) On behalf of Chu Hai College and the International Economics and Finance
Society, China, the PI was invited to attend the annual meeting of the European
Economics and Finance Society (EEFS) at Brussel, Belgium during June 13 — 15,
2015. A closer collaboration for research was developed and confirmed at the
Board of the Association meeting. This signifies the broadening of the
cooperation of a Hong Kong based higher education institution with various
European universities (over 30) in scholarly research activities. On February 3- 6,
016, the President of the EEFS came to visit Chu Hai College and presented a
research seminar. He had a good discussion with our faculty members on a
variety of research issues.

2) The PI on behalf of Chu Hai College was invited to participate in the trade and
development workshop at Deakin University, Australis during November 16 — 19,
2015 and discussed research issues related to this project. The PI will edit a special
issue based on the workshop papers and submissions for the journal, the World
Economy, the Black-Wiley publication. Research collaboration between Deakin
and Chu Hai College was reaffirmed. This indicates a well-established research
collaboration between the two institutions.  During late June 2015, the Head of

IIDS8 (Jan 2015) 9
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the Economics Department at Deakin, Prof. Pasquale Sgro, came to visit Chu Hai
College and participated in our conference on the project theme. He came back
again during February 3- 5, 2016 to visit us and discussed further research topics
related to the project. The Co-I of this project, Prof. Chi-chur Chao of Deakin
University came to visit us and conducted investigations on the project research in
several occasions during 2015. His colleague at Deakin University, Dr. Mong Shan
EE also visited us and delivered a seminar on October 30, 2015. These events
show the solid on-going research collaboration between the two institutions,

3) During November 6-8, 2015, the PI was invited to participate in the workshop
on trade and growth at the Nottingham University in Ningbo, where he explored
research collaboration with this British university in China. As a result, the Head
of its School of Economics, Prof. Paolo Epifani, visited Chu Hai College and
presented a seminar on global imbalances on January 22, 2016. We anticipate to
continue the collaborations into the future.

7.3 Any new development and/or challenging research topic has / have been identified and
inspired the possible new initiative(s) in future research work.

Several new challenging research topics have been identified for future research on
our own or jointly with our collaborators, mentioned in 7.2, .as follows:

1) The role of Australian and other Asian economies in the “One Belt, One Road”
grand scheme recently announced by the Chinese Central Government

2) Further studies on the economic linkages between China (including Hong Kong),
Australia and even some of the key countries in the European Community

3) A comparison of corporate social responsibility, income inequality and social
welfare in Australia, China and other nations

8. The Layman’s Summary
(Describe in layman’s language the nature, significance and value of the research project, in no
more than 200 words)

We set up a small research unit at Chu Hai College with close collaboration with
Deakin University in Australia for investigating the past and current linkages between
China and Australia in terms of education, trade, investment and migration. The
research findings provide implications for long-term healthy development and growth
of China and Australia economies.

China has now become the largest export market for Australia, accounting for one
quarter of Australia's total exports. Since Australia is a resource-rich and China a
labor-abundant country, the pattern of trade between these two economies is often
referred to as "made in China and mined in Australia." Trade promotes economic

11DS8 (Jan 2013) 10
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welfare of trading partners by increasing aggregate demand, providing jobs and
creating business opportunities.

Although freer trade promotes economic welfare, there are still trade barriers, such as
import tariffs, in each economy for protecting local producers and/or consumers. To
overcome these barriers, free trade agreements (FTA) have been negotiated between
China and Australia on tariff-jumping foreign direct investments (FDI). It is also
notable that in 2012, China has become the ninth largest foreign investor in Australia.

Due to worsening environmental quality (from air pollution to unsafe food), tourism,
students, and even emigration from China to Australia have been increased. It is
documented in this study that inbound tourism and education transforms formerly
non-traded goods and services into exportable goods, while new immigrants also
demand for non-traded goods, such as real estate properties. The housing prices have
been substantially pushed up, leading Melbourne to be the fourth most expensive city
to live in the world.

[IDS8 (Jan 2015) 11



Part C: Research Output

(Please attach a copy of each conference abstract)
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9. Recognized conference(s) paper(s) related to this project was/were delivered

Submitted to

RGC (indicate the

Attached to

Acknowledged

Il\)/:::{;[h/Year/ Title Conference Name  |year ending of the|this report ::é éupport o
relevam progress |(Yes or No) (Yes or Noj
report)

May 2015 [Unemployment and  |Economic N/A Yes Yes

L" Hotel |Currency Devaluation |Linkages through

Nina, in an Open Economy  |[nternational

Tsuen (Kwan CHOI) Trade,

Wan Investment,

Migration and
Tourism

May 2015 |Renminbi Economic N/A Yes Yes

L’ Hotel |Misalignment: A Linkages through

Nina, Productivity International

Tsuen Perspective Trade,

Wan (Vikas KAKKAR)  |1pvestment,

Migration and
Tourism

May 2015 |Price level Economic N/A Yes Yes

L’ Hotel |co-movements within |Linkages through

Nina’ currency unions-a International

Tsuen model for price level | Trade.

Wan co-movements under |1 v actment

free trade agreements Migration 2;11 d
(Gregory Tourism
WHITTEN)

May 2015 |Yen or Yuan? Economic N/A Yes Yes

L’ Hotel |The Law of One Price |Linkages through

Nina, and Economic International

Tsuen Integration in Asia Trade,

Wan (Vinh DANG) Investment,

Migration and
Tourism

May 2015 |State-owned Economic N/A Yes Yes

L’ Hotel |Enterprises, Linkages through

Nina, Competition and International

Tsuen Product Quality Trade,

Wan (Pasquale SGRO)  |[vestment,

Migration and
Tourism

[IDS§ (Jan 2015)
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May 2015 |Two-way FDIsand  [Economic N/A Yes Yes
L’ Hotel [|International Product Linkages through
Nina, Cycles International
Tsuen (Xiaopeng YIN) Trade,
Wan Investment,
Migration and
Tourism
May 2015 [FDI technology Economic N/A Yes Yes
L’ Hotel |spilloversand spatial |[ inkages through
Nina, diffusion in the International
Tsuen People’s Republic of Trade.
Wan China Investment,
(Yum Keung Fred Migration and
KWAN) Tourism
May 2015 |Competing for Foreign |Economic N/A Yes Yes
L’ Hotel |Direct Investment Linkages through
Nina, through Investment in |[pternational
Teuen Public Infrastructure Trade,
Wan (Kate HYNES) Investment,
Migration and
Tourism
May 2015 |Size Matters! Who is  |[Economic N/A Yes Yes
L’ Hotel |bashing whom in trade |Linkages through
Nina, wars? International
Tsuen (Huasheng SONG) Trade,
Wan Investment,
Migration and
Tourism
May 2015 Migration and Economic N/A Yes Yes
L’ Hotel [Multinationals: On the |Linkages through
Nina, Welfare Effects of International
Tsuen Firm and Labor Trade,
ti Mobility - ]
e (Chun-Kai WANG) 113“ ;;:fr‘:;n p
Tourism
May 2015 |What does the house  |Economic N/A Yes Yes
L’ Hotel |price-to-income ratio  |Linkages through
Nina, tell us about the International
Tsuen housing market Trade,
Wan affordability: A theory Investment:
and international Misiet; i d
evidence leration an
(Ka Yui Charles Tourism
LEUNG)
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May 2015 |Financial Crisi, Economic N/A Yes Yes
L’ Hotel |Cross-border Mergers, |[inkages through
Nina, and Abnormal Returns |[pternational
Tsuen (Jie LI) Trade,
Wan Investment,
Migration and
Tourism
May 2015 |Tourism Congestion  |Economic N/A Yes Yes
L’ Hotel |and Social Conflict:  |[Linkages through
Nina, Evidence of Hong International
Tsuen Ko.ng Trade,
Wan (Bihong HUANG)  I1pyestment,
Migration and
Tourism
May 2015 |Explaining the Economic N/A Yes Yes
L’ Hotel |Post-2000 Brown Shift |[inkages through
Nina, in US Manufacturing  |[nternational
Tsuen the Roles of China, Trade,
Wan Bush, and Induced Investment,
Innovation Migration and
(Yu PANG) Tourism
May 2015 |Density Forecast of Economic N/A Yes Yes
L’ Hotel |Predictive Model for  |Linkages through
Nina, Tourism Demand International
Tsuen (Shui-Ki WAN) Trade,
Wan Investment,
Migration and
Tourism
May 2015 |The Influences of Economic N/A Yes Yes
.’ Hotel [Human Development, |[inkages through
Nina, Economic Freedom International
Tsuen and Governance on the Trade,
Wan Competitiveness of Trivastivaiit
European Union and Migration E;I] d
ASEAN Tourism
(Wai Kee YUEN)
May 2015 |Offshoring, Terms of |Economic N/A Yes Yes
L’ Hotel |Trade and Linkages through
Nina, Non-immiserization International
Tsuen (Jai Young CHOI) Trade,
Wan Investment,
Migration and
Tourism
May 2015 |Understanding the Economic N/A Yes Yes
L’ Hotel |Chinese Economic Linkages through
Nina, Expansion: International
Tsuen The Trade-Linked Trade,
Wan Growth Investment,
(Henry WAN) Migration and
Tourism

I1DS8 (Jan 2015)
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May 2015 |Under-Consumption  |Economic N/A Yes Yes
L” Hotel [and Income Inequality |[inkages through
Nina, in China International
Tsuen (Kenneth CHAN) Trade,
Wan Investment,
Migration and
Tourism

10. Research Personnel trained

Name Capacity

DR LEUNG Wing Fai  |Co-PI

Ms ZHANG Shu Conference support staff

11. Other impact
(e.g. prizes, collaboration with other research institutions, technology transfer, etc.)

1) The PI represented Chu Hai College to participate in the International Economics and
Finance Society meetings in Beijing during July 16 — 18, 2015. Several research
collaborations with the University of International Business and Economics in Beijng,
Zhejiang University in Hangzhou and Hunan University in KaiFeng, Hunan were
developed.

2) At the conference we organized and supported by this project, research collaborations we
developed with :

University of Macau (Economics Department)
National Taiwan University (Economics Department)

3) Six conference papers upon normal refereeing process will be published in the SSCI Journal,

International Review of Economics and Finance with acknowledgement of the RGC IIDS
support.
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Economic Relationship between Australia and China

1 Executive summary

In the past decade, China increased its importance to Australia in line with the
growth of their economic relationship. China becomes Australia’s largest trading
partner, largest export market and largest source of import. Australia is endowed
with abundance of resource, for example the iron ore and coal. The rapid economic
growth and investment-oriented policy of China has been considered as the key
driver of Australian's resource boom for this period.

Meanwhile, the growth of China's economy has generated a growing middle-class
population. These middle-class persons increase their demand for Australian tourism
and education services. The numbers of Chinese tourists traveling to Australia are
increasing in recent year, Moreover, Australian educational opportunities attract the
Chinese students to learn for better skills and higher paid jobs. China becomes the
largest source of foreign student in Australian international student market.

In 2014, China ranked the 5™ investor for direct investment in Australia but it
captured the market share of 4.4 percent only. On the other hand, Australian Foreign
Investment Review Broad reported that China has been ranked the first and second
position in term of the total number of business approvals and approved investments
respectively from China amongst other countries from 2005/06 to 2013/14. China
has become the important source of foreign investment in Australia.

The Australia’s resource boom is now diminishing as China’s economic growth is
slowing down and the Chinese government decides to rebalance its economic
growth path by emphasizing more in consumption rather than in investment,
Nevertheless, the economic relationship between Australia and China will be
expected to grow steadily. With the growth of middie-class and further economic
liberalization in China in coming years, it is expected much rcoms will be released for
expanding services trade between Australia and China. The last, but not the least
that both the China-Australia Free Trade Agreement and the China's One Belt One
Road strategy will provide new opportunities to enhance the economic relationships
between these countries.



2 Existing economic relationship between Australia and China

2.1 Australian total goods and services trade with China

In the past decade, China has become Australia's largest trading partner since 2009
with their total goods and services trade increased from A$ 41.9 billion in 2005 to

A% 152.5 billion in 2014. The average growth rate of total goods and services trade
between these two countries for the 10 years was 16.9 percent which was almost
double to the 7.3 percent of the average growth rate of Australia’s total goods and
services trade. Meanwhile, China has increased its market share from 11.0 percent

in 2005 to 23.0 percent in 2015 for Australia’s total goods and services trade.
Regarding the composition of goods and services trade between Australia and China,
goods trade kept the lion share of 93.2 percent while services trade, only of 6.8
percent, between these two countries in 2014.

Fig 1. Australia's total goods and services trade, top 5
countries
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Table 1 Australia’s total goods and services trade with China (A$ million)

Country 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 Average
Total goeds trade
China 37,482 45,858 52,8086 67,594 78,306 97,649 113,450 117,416 141,899 142,078
Growth 29.6% 22.3% 15.2% 28.0% 15.8% 24.7% 18.2% 3.5% 20.9% 0.1% 17.6%
Share 12.5% 13.2% 14.5% 14.8% 19.5% 21.6% 22.5% 23.1% 27.2% 26.6%
All countries 299,031 346,774 364,511 456,678 401,993 452,365 504,207 509,089 522,451 533,264
Growth 14.0% 16.0% 5.1% 25.3% -12.0% 12.5% 11.5% 1.0% 2.6% 2.1% 7.8%
Total services trade
China 4,422 4,598 5,300 6,190 6,856 7,842 8,050 8.316 2111 10,380
Growth 13.6% 4.0% 15.3% 16.8% 10.8% 11.5% 5.3% 3.3% 9.6% 14.0% 10.4%
Share 5.5% 5.2% 5.4% 5.6% 6.5% 71% 7.2% 71% 7.2% 8.0%
All countries 80,628 88,055 98,384 109,779 105218 107,009 111,732 116584 125999 130,555
Growlh 5.8% 9.2% 11.7% 11.6% -4.2% 1.7% 4.4% 4.4% 8.1% 3.6% 5.6%
Total goods and services trade
China 41,814 50,456 58,106 73,784 85,162 105,291 121,50¢ 125,732 151,010 152,468
Growth 27.7% 20.4% 15.2% 27.0% 15.4% 23.6% 15.4% 3.5% 20.1% 1.0% 16.9%
Share 11.0% 11.6% 12.6% 13.0% 16.8% 18.8% 19.7% 20.1% 23.3% 23.0%
All countries 379,660 434,829 462,895 566,457 507,211 559,364 615,939 625,683 648,450 663,819
Growth 12.2% 14.5% 6.5% 22.4% -10.5% 10.3% 10.1% 1.6% 3.6% 2.4% 7.3%

Source: ABS catalogue 5368.0.55.004 and DFAT STARS database

2.2 Australian merchandise exports and imports with China

2.2.1 Australian merchandise exports to China

Regarding the merchandise exports, China has become the largest export market of

Australian commodity goods since 2010 with the exports value of A$ 16.1 billion in

2005 jumping to A$ 90.0 billion in 2014. The average growth rate of merchandise
exports to China for these 10 years was 24.4 percent, as compared with 9.2 percent
of total Australian merchandise exports. The market share of China in Australia’s
merchandise export has been tripled from 11.5 percent in 2005 to 33.7 percent in

2014.



Fig 2 Australian merchandise exports, top 5 countries

100,000
90,000
80,000
70,000
w—— China
< 60,000
2 w— ]2 paN
= 50,000
£ Republic of Korea
“r 40,000 bk
30,000 e [ndlia
20,000
10,000

2004 2005 2006 2007 2008 2005 2010 2011 2012 2013 2014

Source: ABS Table 5368.0 Category, Table 14a. Merchandise Exports, Country and Country Groups, FOB value

Table 2 Australian merchandise exports to China (A$ million)

Country 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014  Average
China 16,128 20.375 23,792 32,337 42,528 58,421 71,451 72,973 94,8655 89,998
Growth 46.4% 26.3% 16.8% 35.9% 31.5% 37.4% 22.3% 2.1% 29.7% -4.9% 24.4%
Share 11.5% 12.3% 14.0% 14.4% 21.6% 251% 27.1% 29.2% 35.9% 33.7%
All countries 140,186 165,342 169,750 224,365 107,222 232,391 263,222 249,654 263,527 266.799
Growth 18.3% 17.9% 2.7% 32.2% 12.1% 17.8% 13.3% -5.2% 5.6% 1.2% 9.2%

Source: ABS catalogue 5368.0.55.004 and DFAT STARS database

2.2.2 Australian merchandise imports from China

Similarly, China has become the largest source of trading goods for Australian
merchandise imports since 2006. Australia merchandise imports from China have
increased from A$ 21.4 billion in 2005 to A$ 52.1 billion in 2014. The average growth
rate of Australian merchandise import from China was 11.4 percent for the 10 years
as compared with 6.7 percent average growth rate of total Australian merchandise
imports. Meanwhile, the market share of merchandise import from China has
increased from 13.4 percent in 2005 to 19.5 percent in 2014.



Fig 3 Australian merchandise imports, top 5 countries
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Table 3 Australian merchandise imports from China (A$ million)

Country 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014  Average
China 21,365 25,483 29,014 35,258 35,780 39,227 41,998 44,442 47,245 52,080
Growth 19.2% 19.3% 13.9% 21.5% 1.5% 9.6% 7.1% 5.8% 6.3% 10.2% 11.4%
Share 13.4% 14.0% 14.9% 15.2% 17.5% 17.8% 17.4% 17.1% 18.2% 19.6%
All countries 158,845 181,432 194,761 232313 20471 219,964 240,985 259,435 258,924 266,465
Growth 10.5% 14.2% 7.3% 19.3% -11.9% 7.4% 9.6% 7.7% -0.2% 2.8% 6.7%

Source: ABS catalogue 5368.0.55.004 and DFAT STARS database

2.3 Australian commoeodities trade with China
2.3.1 Australian commodities exports to China

The complementary of economies between Australia and China has resulted in their
extraordinary growth in resource trade over the past decade. Australia owns
abundance of minerals and fuel resource while China needs these inputs for
steaming and supporting its economic growth. Two main Australian commaodities
exports to China are iron ore and coal anthracite which have been amounted to

A$ 50.6 billion and A% 8.3 billion in 2014. The total Australian commodities exports of
these two products were A$ 66.0 billion and A$ 38.0 billion respectively in 2014. As a
result, almost 76.6 percent of Australian iron ore and 21.9 percent of Australian coal
anthracite has been exported to China in 2014. The average growth rate of
Australian iron ore and coal anthracite export to China were 40.6 percent and 110.3
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percent as compared with the average growth rate of 30.9 percent and 16.6 percent
for total Australian merchandise exports of these two commodities respectively for
the period from 2005 to 2014.

Table 4 Australian merchandise exports of major two products to China (A$ million)

Products 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014  Average
Iron ore &
concentrates
China 5,763 7.627 9,024 17,932 21,790 34,685 43,960 38,440 52,653 50,579
Growth 129.1% 32.3% 18.3% 98.7% 21.5% 59.2% 26.7% -12.6% 37.0% -3.9% 40.6%
Share 52.1% 53.1% 55.5% 59.5% 72.5% 70.2% 68.6% 70.6% 75.8% 76.6%
All countries 11,071 14,366 16,258 30,143 30,049 49,380 64,097 54,447 69,492 €6,005
Growth 79.6% 29.8% 13.2% 85.4% -0.3% 64.3% 29.8%  -15.1% 27.6% -5.0% 30.9%
Coal
anthracite &
bituminous
China 530 599 382 508 5,651 5191 4,543 6,783 9,082 8,326
Growth 27.0% 13.0% -36.2% 33.0% 1011.8% -8.1% -12.5% 49.3% 33.9% -8.3% 110.3%
Share 2.4% 2.6% 1.8% 1.1% 14.3% 121% 9.7% 16.4% 22.8% 21.9%
All countries 21,825 23,276 20,760 46,620 39,439 42,967 46,681 41,273 39,805 37,999
Growth £63.1% 6.6%  -10.8%  124.6% -15.4% 8.9% 8.7% -11.6% -3.6% -4.5% 16.6%

Source: ABS catalogue 5368.0.and DFAT STARS database

Australia’s economic growth over the past decade has benefited by a boom in
demand for its commodity exports, as evidenced by significant demand in its mineral
and resource commodities. The rapid economic growth and investment-oriented
policy of China has been considered as the key driver of Australia’s resource boom
for this period. However, the momentum of this resource boom seems diminishing.
China's economic growth has dropped below 8 percent from 2012 to 2014. Moreover,
China has decided its structural transformation with a less investment-reliant and
more consumption-oriented economic model for coming years. As a result, the
growth in demand for Australia’s resources will moderate.

On the other hand, Australia is expected to remain a significant supplier of mineral
and resource to China because of a number of factors including geology, location
and political stability. All these factors contribute to Australia’s comparative
advantage in low production cast of minerals and resources. For example, the
proximity of Pilbara for iron ore and the Bowen Basin for coal to the coast are
expected to reduce the transportation cost for exporting these minerals to China.

2.3.2 Australian commodities import from China

Two main Australian commodities imports from China were Office &

telecommunications equipment & parts and textiles clothing & footwear. The import
7



of office & telecommunications equipment & parts from China has increased from
A$ 4.4 billion in 2005 to A$ 11.2 billion in 2014 with the average growth rate of 13.2
percent for the 10 years. Meanwhile, the import of textiles clothing & footwear has
increased from A$ 4.4 billion in 2005 to A$ 7.3 billion in 2014 with the average
growth rate of 6.7 percent for the period. These two kinds of commodities are not the
main Australian merchandise imports from the world market. Instead, road motor
vehicles & parts and Machinery for specialized industries are two major commodities
imported to Australia from the world.

Table 5 Australian two major commodities imports from China (A$ million)

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 Average
Office &
telecommunications
equipment & parts
China 4,415 5,252 5,345 6,232 6,819 8,987 10,200 9,864 10,104 11,168
Growth 30.1% 19.0% 1.8% 16.6% 9.4% 31.8% 13.5% -3.3% 2.4% 10.5% 13.2%
Share 29.8% 32.0% 36.5% 42.6% 46.6% 54.3% 58.5% 57.4% 58.9% 60.2%
All Countries 14,803 16,420 14,654 14,640 14,632 16548 17,429 17,181 17,157 18,538
Growth 2.6% 10.9% -10.8% -0.1% 0.0% 13.1% 5.3% -1.4% -0.1% 8.1% 2.8%
Textiles clothing &
footwear
China 4,314 4,824 4,974 5619 5,683 5,994 6,107 6,260 6.727 7.281
Growth 12.6% 11.8% 3.1% 13.0% 1.1% 5.5% 1.9% 2.5% 7.5% 8.2% 6.7%
Share 62.2% 64.8% 65.4% 66.4% 66.6% 68.2% 67.1% 65.7%  64.1% 62.5%
All Counlries 6,938 7.445 7,604 8,456 8,531 8,783 9,105 9,536 10,489 11,643
Growth 6.8% 7.3% 2.1% 11.2% 0.9% 3.0% 3.7% 4.7% 10.0% 11.0% 6.1%

Source: ABS catalogue 5368.0.and DFAT STARS database

2.4 Australian trade in service with China
2.4.1 Australian services exports to China

Australian services exports to China have increased from A$ 3.0 billion in 2005 to

A$ 8.2 billion in 2014. The average growth rate of Australian services exports to
China was 11.9 percent for the past 10 years as compared with the average growth
rate of 4.8 percent for total Australian services exports for the same period.
Meanwhile, China surpassed the USA in 2010 and has become the largest market of
Australian services exports. China serves as the major buyer and shared 13.7
percent of Australian services exports in 2014.



Fig 4 Australian services exports, top 5 countries
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Table 6 Australian services exports to China (A$ million)

Country 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014  Average
China 3,045 3,327 3,867 4,500 5,237 5,867 6,143 6,341 7.054 8,212
Growth 13.3% 9.3% 16.2% 16.4% 16.4% 12.0% 4.7% 3.2% 11.2% 16.4% 11.9%
Share 7.6% 7.6% 8.0% 8.8% 10.3% 11.5% 12.0% 12.2% 12.7% 13.7%
All countries 39,952 43,926 48,254 51,379 51,073 50,813 51034 52146 55439 60,063
Growth 6.0% 9.9% 9.9% 6.5% -0.6% -0.5% 0.4% 2.2% 6.3% 8.3% 4.8%

Source: ABS catalogue 5368.0.55.004 and DFAT STARS database

2.4.2 Australian services imports from China

On the other hand, China was only ranked as the eighth source of Australian
services imports for the period of 2005 to 2014. Australian services imports from
China increased steadily from A$ 1.4 billion in 2005 to A$ 2.2 billion in 2014. The
average growth rate of Australian services imports from China was 6.4 percent which
was equal to the average growth rate of total Australian services imports for the
same period. Australian services imports from China were accounted for 3.1 percent
of Australian services imports in 2014 as compared with the services imports share
of 18.7% from the USA.



Fig 5 Australian services imports, top 8 countries
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Table 7 Australia’s services imports from China (A$ million)

Country 2005 2006 2007 2008 2008 2010 2011 2012 2013 2014 Average
China 1.377 1,271 1,433 1,690 1,619 1,775 1.907 1,975 2,057 2178
Growth 14.3% “1.7% 12.7% 17.9% -4.2% 9.6% 7.4% 3.6% 4.2% 5.9% 6.4%
Share 3.4% 2.9% 2.9% 2.9% 3.0% 3.2% 3.1% 3.1% 2.9% 3.1%
All countries 40,677 44,729 50,130 58,400 54,145 56,196 60,698 64,448 70,560 70,492
Growth 5.6% 8.5% 13.6% 16.5% -7.3% 3.8% 8.0% 6.2% 9.5% -0.1% 6.4%

Source: ABS catalogue 5368.0.and DFAT STARS database

The rapid economic growth of China in the past decade has generated a sizable
middle class with estimated around 150 million population (Kharas and Gertz, 2010).
This evolving middle class in China is expected to serve as a driver to strengthen
and enhance the trade in services relationships with Australia. For example, China
has become the 2™ largest visitors to Australia since 2013 and the Chinese students
ranked the top consumers of Australian education export.

2.5 Australia tourism with China
2.5.1 Chinese visitors to Australia

New Zealand remains as the top visitor to Australia in term of short-term movement
to Australia for the period of 2004 to 2015. The number of short-term movement
visitors from China has grown steady for the first half of past 10 years and then it
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increased rapidly starting from 2009. China has become the 2" largest visitors to
Australia since 2013. The number of short-term movement visitors from China to
Australia has increased from 283,000 in 2005 to 840,000 in 2014. The average
growth rate of short-term movement visitors from China was 13.1 percent as
compared with the average growth rate of 2.9 percent for all short-term movement
visitors to Australia. At the same time, the share of short-term movement visitors
from China to Australia has increased from 5.2 percent in 2005 to 12.2 percent in
2014,

Fig 6 Short-term movement, visitors arrivals to Australia-
top 5 countries
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Table 8: Short-term Movement, Visitor Arrivals from China ('000)

Countries 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 Average
China 283 305 353 350 356 446 533 619 709 840
Growth 13.1% 8.0% 15.6% -0.8% 1.8% 25.1% 19.6% 16.1% 14.5% 18.4% 13.1%
Share 5.2% 5.6% 6.3% 6.4% 6.5% T.7% 9.2% 10.3% 11.1% 12.2%
All countries 5,463 5,492 5,588 5514 5,490 5,791 5,772 6,031 6,382 6,869
Growth 51% 0.5% 1.7% -1.3% -0.4% 5.5% -0.3% 4.5% 5.8% 7.6% 2.9%

Source; ABS Category 3410.0 34010D0001_201505 Overseas Arrivals and Departments, Australia, May 2015

2.5.2 Australian visitors to China

China is not the main destination for the Australian short-term travelers and it ranked
as the 6" destination following the New Zealand, Indonesia, the USA, Thailand and
the UK. The average growth rate of Australian short-term travelers to China was 8.6
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percent which was slight above the average growth rate of 7.7 percent for Australian
short-term travelers to the world for the period from 2005 to 2014. In 2014, the share
of Australian short-term travelers to China was 4.4 percent as compared with the
13.1 percent share of Australian short-term travelers to New Zealand.

Fig 7 Short-term movement, Australian resident
departures-Top 6 destinations
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Table 9: Short-term Movement, Australian residents’ departure to China ('000)

Countries 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014  Average
China 235 251 285 278 277 335 370 380 399 399
Growth 29.0% 6.7% 13.6% -2.5% -0.3% 20.9% 10.4% 2.6% 5.2% 0.0% 8.6%
Share 5.0% 5.1% 5.2% 4.8% 4.4% 4.7% 4.8% 4.6% 4.6% 4.4%
Total 4748 4930 5453 5799 6276 7105 7787 8212 8768 9113
Growth 9.0% 3.9% 10.6% 6.3% 8.2% 13.2% 9.6% 5.5% 6.8% 3.9% 7.7%

Source: ABS Category 3410.0 34010D0001_201505 Overseas Arrivals and Depariments, Australia, May 2015

2.6 Emigration from China to Australia

The number of permanent movement setters from China to Australia has increased

from 10,250 in 2005 to 17,470 in 2014. The average growth rate of permanent

movement setters from China was 4.8 percent as compared with the average growth

of 1.6 percent for all permanent movement setters to Australia from the world for the

same period. The share of permanent movement setters from China has increased
12



from 8.0% in 2005 to 13.2 percent in 2014. China ranked as the 3™ permanent
movement setters to Australia in 2014 following the first and second settlers of India
and New Zealand.

Fig 8 Permanent movement, Setters in Australia-Top 5
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Table 10 Permanent Movement, Setters from China

Countries 2005
China 10,250
Growth -10.0%
Share 8.0%
Total 128.760
Growth 9.6%

2006
11,010
7.4%
8.2%
133.880
4.0%

2007
12,680
15.2%
9.0%
141,650
5.8%

2008.
14,710
16.0%

9.1%

161,520
14.0%

2009
16,630
13.1%
11.2%
148,410
-8.1%

2010
14,490
-12.9%
11.2%
129,410
-12.8%

2011
15,320
5.7%
10.7%
142,730
10.3%

2012 2013
16,670 18,030
8.8% 8.2%
10.6% 11.8%
156,640 151,340
9.7% -3.4%

2014
17,470
-3.1%
13.2%
131,860
-12.9%

Average

4.8%

1.6%

Source: ABS Category 3410.0 34010D0O001_201505 Overseas Arrivals and Departments, Australia, May 2015

2.7 Education

Australian export of education-related trade services to China has increased from

A$ 2.1 billion in 2005 to A$ 4.4 billion in 2014. The average growth rate of this
education-related trade services to China was 10.2 percent as compared with the
average growth rate of 7.8 percent for the same services provided by Australia to the
world. China has ranked the top consumer of Australian export of education-related
trade services with the share increased from 22.8 percent in 2005 to 25.9 percent in

2014.
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Fig 9 Australia export of education, top 5 countries
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Table 11 Australia export of education to China (A$ million)

Country 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 Average
China 2,074 2,262 2,580 3.131 3,674 3,995 4.062 3,839 4,039 4,408
Growth 21.2% 9.1% 14.1% 21.4% 17.3% 8.7% 1.4% -2.8% 2.5% 9.1% 10.2%
Share 22.8% 22.7% 22.5% 22.7% 22.8% 24.8% 26.6% 27.1% 26.9% 25.9%
All counlries 9,098 9,952 11,477 13.785 16,117 16,094 15.247 14,525 15,010 17.038
Growlh 9.8% 9.4% 15.3% 20.1% 16.9% -0.1% =5.3% -4.7% 3.3% 13.5% 7.8%

Source: ABS 5368055004 — International Trade in Services by Country, by State and by Detailed Services Category, Calendar
Year, 2014

Regarding the number of student enrolments in all educational institutes in Australia,
China has doubled its student enrolments by increasing from 84,000 in 2005 to
153.000 in 2014. The average growth rate of China's student enrolments was 8.3
percent which was slightly above the average growth rate of 6.7 percent for all
student enrolments in Australia for the period from 2005 to 2015. Meanwhile, China’s
student enrolments remained the largest share amongst countries from 24.4 percent
in 2005 to 25.9 percent in 2014.

Amongst the different educational institutes in Australia, China’s students mainly

enrolled in higher educational institutes. The number of China’'s student enrolments

in higher education institutes increased from 46,179 in 2005 to 90,306 in 2014. The

average growth rate of China's students enrolled in higher educational institutes was

10.5 percent as compared with the average growth rate of 8.3 percent for China's

students enrolled in all educational institutes. Meanwhile, China's student enrolments
14



in higher educational institutes kept the lion share amongst all kinds of educational
institutes from 54.8 percent in 2005 to 59.1 percent in 2014.

China’s expanding middle class is expected to continue to seek greater access to
educational opportunities in Australia as overseas education is still considered as a
driver for better skills and higher paid jobs.

Fig 10 Number of students enroliment in Australia,
top 5 countries
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System (PRISMS) database.

Table 12 Chinese students’ enrollment in Australia for all education

Country 2005
China 84,204
Growth 16.8%
Share 24.4%
All countries 344,780
Growth 6.2%

2007 2008 2009

112,636 134,481 156,624

19.7% 19.4% 16.5%
25.0% 24 8% 24.8%
450,813 542,341 630,729

18.5% 20.3% 16.3%

2010 2011 2012 2013 2014  Average
164,521 153,383 142,314 140,982 152,898

5.0% -6.8% -7.2% -0.9% 8.4% 8.3%
26.7% 27.7% 27.7% 26.8% 25.9%
616,266 554,190 513,505 525,177 589,860

-2.3% -10.1% -7.3% 2.3% 12.3% 6.7%

Source: Enrolment data are derived from the Commonwealth Provider Registration and International Student Management

System (PRISMS) database.
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Table 13 Chinese students’ enrollment in Australian education Institutes

Sector 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 Average

Higher Education 46,179 52,633 56,850 63,795 77,547 91,253 94,875 90,243 86,298 90,306
growth 32.2% 14.0% 8.0% 12.2% 21.6% 17.7% 4.1% -5.0% -3.6% 3.8% 10.5%
share 54.8% 55.9% 50.5% 47.4% 49.5% 55.5% 61.9% 63.4% 61.7% 59.1%

VET 7,296 9,512 13,380 18,494 22,678 21,260 17,026 14,516 12,743 13,158
growth 14.7% 30.4% 40.7% 38.2% 22.6% -6.3% -19.9% -14.7% -12.2% 3.3% 8.7%
share 8.7% 10.1% 11.9% 13.8% 14.5% 12.9% 11,1% 10.2% 9.0% 8.6%

Schools 10,708 9,937 11,520 13,760 12,570 10,195 8,560 7,607 7,447 8,386
growth -12.4% -7.2% 15.9% 19.4% -8.6% -18.9% -16.1% -11.1% -2.1% 12.6% -2.8%
share 12.7% 10.6% 10.2% 10.2% 8.0% 6.2% 5.6% 5.3% 5.3% 5.5%

ELICOS 16,920 18,344 26,417 32,833 36,977 34,345 26,803 24,591 27,679 32,855
growth 5.4% 8.4% 44.0% 24.3% 12.6% -7.1% -22.0% -8.3% 12.6% 18.7% B.9%
share 20.1% 19.5% 23,5% 24.4% 23.6% 20.8% 17.5% 17.3% 19.6% 21.5%

Non-award 3,191 3,666 4,469 5,599 6,852 7,464 6,019 5,357 6,125 8,193
growth 23.2% 14.8% 21.9% 25.3% 22.4% 8.9% -19.4% -11.0% 14.3% 33.8% 13.4%
share 3.8% 3.9% 4.0% 4.2% 4.4% 4.5% 3.9% 3.8% 4.3% 5.4%

Grand Total 84,294 94,092 112,636 134,481 155,624 164,521 153,383 142,314 140,992 152,838
growth 16.8% 11.6% 19.7% 19.4% 16.5% 5.0% -6.8% -7.2% -0.9%% 8.4% 8.3%

Source: Enrolment data are derived from the Commonwealth Provider Registration and International Student Management

System (PRISMS) database

2.8 Investment between Australia and China

2.8.1 Total foreign investment in Australia from China

Total foreign investment in Australia from all countries has increased from A$ 1,305

billion in 2005 to A$ 2,784 billion in 2014 with the average growth rate of 8.0 percent.
The foreign investment in Australia from China has been ranked the 7\ place
amongst all countries in 2014 with the amount increased from A% 2.3 billion in 2005

to A$ 64.5 billion in 2014. The foreign investment in Australia from China shared

insignificantly amongst all countries from 0.2 percent in 2005 to 2.3 percent in 2015.
On the other hand, the average growth rate of the foreign investment in Australia

from China was 44.9 percent which was higher the average growth rate of 8.8
percent for the total foreign investment in Australia from all countries.
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Fig 11 Total foreign investment in Australia, top 7
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Table 14 Total foreign investment in Australia from China (A$ million)

Country 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 Average
China 2,274 3,508 6,187 8417 16,488 19,428 19,597 22,943 52,155 64,525
Growth -0.5% 54.3% 76.4% 36.0% 95.9% 17.8% 0.9% 17.1%  127.3% 23.7%  44.9%
Share 0.2% 0.2% 0.4% 0.5% 0.8% 1.0% 0.9% 1.0% 2.1% 2.3%
All countries 1,305,444 1,555,324 1,755429 1,824,190 1,951,073 2,022,487 2,096,651 2,258,772 2,523,243 2,784,470
Growth 8.0% 19.1% 12.9% 3.9% 7.0% 3.7% 3.7% 7.7% 11.7% 10.4% 8.8%

Source: ABS 53520-International investment position, Australia: Supplementary Statistics, 2014

2.8.2 Direct investment in Australia from China

Direct investment in Australia from all countries has increased from A$ 338 billion in
2005 to A% 688 billion in 2014 with the average growth rate of 7.6 percent. Similar to
the total foreign investment in Australia from China, the direct investment in Australia
from China also shared insignificantly amongst all countries for the past 10 years.
The direct investment in Australia from China has ranked the 5™ place amongst all
countries and captured the market share of 4.4 percent only in 2014. In fact, direct
investment in Australia from China increased steadily from the amount of A$ 3.6
billion in 2008 to A% 30.0 billion in 2014. The average growth rate of the direct
investment in Australia from China was 47.9 percent for these 7 years.
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Fig 12 Direct investment in Australia, top 5 countries
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Table 15 Direct investment in Australia from China (A$ million)

Country 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 Average
China np 550 np 3.643 9,058 12,908 14,404 16,362 23,3564 29,970
Growth np 551 np np  148.6% 42.5% 11.6% 13.6% 42.7% 28.3% 47.9%
Share np 0.1% np 0.8% 1.8% 2.5% 2.6% 2.8% 3.7% 4.4%
All countries 337,668 381,749 444374 444,214 489,804 518610 545402 587,270 633,307 688,376
Growth -9.6% 13.1% 16.4% 0.0% 10.3% 5.9% 5.2% 1.7% 7.9% 8.7% 7.6%

Source: ABS 53520-International investment position, Ausiralia: Supplementary Statistics, 2014

2.8.3 Total number of approved business proposals in Australia from China

The Australian Foreign Investment Review Broad has approved totally 35,704
business proposals of Chinese investment for the past ten years. The total number
of approved business approvals from China has been ranked the first place amongst
other countries for the same period. The average growth rate of number of approved
approval from China was 390.0 percent as compared with the average growth rate of
96.0 percent for the number of approved approval from all countries for the same
period. Meanwhile, the share of the number of approved business proposals from
China increased from 8.0 percent in 2005/06 to 59.3 percent in 2013/14.
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Fig 13 Total number of approvals for investment by
county of investors
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Table 16 Total number of approvals for investment for China

Country 2005-06 2006-07 2007-08 2008-09  2009-10
China 437 874 1.761 57 1,766
Growth 12.1% 100.0%  101.5% -96.8% 2998.2%
Share 8.0% 13.8% 21.1% 9.4% 30.3%
All countries 5,449 6,441 8,354 604 4,491
Growth 17.1% 18.2% 29.7% -92.8%  643.5%

2010-11
5,033
186.0%
46.9%
10,741
138.2%

2011-12
4,752
-5.6%

42.6%
11,142

37%

2012-13 2013-14 Average

6,102 14,716

28.4% 141.2% 396.0%
455%  59.3%
13,421 24,820

20.5% 84.9%  96.0%

sum

35,704

90,116

Source: Foreign investment review board annual report, various issues

2.8.4 Total approved investment in Australia from China

The Australian government has approved totally A$ 135.0 billion of Chinese
investment for the past ten years, according to Australian Foreign Investment
Review Broad. The amount of approved investments from China has been ranked
the second place following the USA for the period. The average growth rate of total

approved investment from China was and 340.0 percent as compared with the

average growth rate of 8.2 percent for the total approved investment from all
countries for the same period. The share of the approved investment from China
increased from 8.5 percent in 2005/06 to 16.5 percent in 2013/14.
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Fig 14 Total approved investment in Australia, top 3
countries
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Table 17 Total approved investment from China (A% million)

Country 2005-06
China 7.259
Growth 2649.6%
Share 8.5%
All countries 85,750
Growih -28.2%

2006-07
2,640
-63.6%

1.7%

156,389

82.4%

2007-08
7,479
183.3%
39%
191,877

22.7%

2008-09
26,599
255.6%
16.0%
166,707

-13.1%

2009-10
16,282
-38.8%
11.7%
139,504

-16.3%

2010-11
14,976
-8.0%
8.5%
176,689

267%

2011-12
16,190
8.1%
95%
169,992

-3.6%

2012-13

15,803
-2.4%
11.6%

135,698

-20.2%

2013-14

27,650
75.0%
16.5%

167,388

23.4%

Average sum
134,878

338.9%

1,388,994

8.2%

Source: Foreign investment review board annual report, various issues

By industrial sector, mineral exploration and development was ranked the first place
of China's approved investment granted by Australian government. China’s mineral

exploration and development in Australia has been valued totally A$ 85.9 billion and
captured the lion share of 63.6 percent amongst all industries for the past ten years.
Real estate was ranked the second place with the totally value of A$ 37.1 billion and
market share of 23.5 percent for the same period.
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Fig 15 Share of China's approvals of investment by
industry, 2004/05-2013/14
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Table 18 China's approved investments by 3 major Industries (A$ million)

Industry 2004-05 2005-06 2006-07 2007-08 2008-09
Real estate 181 279 712 1.491 0
Growth 54.1% 155.2% 109.4% -100.0%
Share 68.6% 38% 27.0% 19.9% 0.0%
Services 36 0 10 101 54
Growth -100.0% - 910.0% -46.5%
Share 13.6% 0.0% 0.4% 1.4% 0.2%
Mineral exploration & development 39 6,758 1,203 5311 26,254
Growth 17228.2% -82.2% 3415% 3943%
Share 14.8% 93.1% 456% 71.0% 98.7%
All industries 264 7,259 2640 7.479 26,599
Growth 2649.6% -63.6% 183.3% 255.6%

2009-10 2010-11 2011-12 2012-13 2013-14

2,421 4,093 4,187
- 69.1% 2.3%
14.9% 27.3%  25.9%
717 16 634
1227.8% -97.8% 3862.5%
4.4% 0.1% 3.9%
12,186 9,758 10,505
-53.6% -19.9% 7.7%
74.8% 65.2% 64.9%
16,282 14,976 16,190
-38.8%  -8.0% 8.1%

5,932
41.7%
37.5%

291
-54.1%
1.8%
8,273
-21.2%
52.4%
15,803

2.4%

12,406
109.1%
44.9%
6,163
2017.9%
22.3%
5,656
-31.6%
20.5%
27.650
75.0%

Sum

31,702

B,022

85,943

135,142

Source: Foreign investment review board annual report, various issues
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Table 19 Australian approved investment of two major countries in real estate sector

Country 2004-05 2005-06 2006-07 2007-08 Average 2009-10 2010-11 2011-12 2012-13 2013-14 Average
China 181 279 712 1491 2421 4093 4187 5932 12406
Growth 54.1% 155.2% 108.4% 106.3% 69.1% 23% 41.7% 109.1%  55.5%
Share 0.9% 1.7% 3.3% 3.3% 12.1% 9.9% 7.2% 11.4%  16.6%
USA 2520 1201 3285 11998 3369 3404 8162 4406 6135
Growth -52.3% 173.5% 265.2% 128.8% 1.0% 139.8% -46.0% 39.2% 33.5%
Share 12.1% 7.4% 15.4%  26.4% 16.8% 8.2% 14.0% 8.5% 8.2%
Total 20807 16212 21391 45504 20008 41511 58400 51907 74590
Growth -22.5%  31.9% 112.7%  40.7% 107.5% 40.7% -11.1% 43.7% 45.2%

Source: Foreign investment review board annual report, various issues

2.8.5 Australian investment abroad
2.8.5.1 Australian total investment abroad

The USA was the first destination country for Australian total investment abroad in
2014 with value of A$ 575.5 billion and share of 30.0 percent amongst all the other
countries. Meanwhile, China ranked the sixth destination country for Australian total
investment abroad with value of A$ 57.9 billion and share of 3.0 percent at the same
year. On the other hand, the average growth rate of Australian total investment
abroad to China was 50 percent which was higher than the average growth of 7.8
percent and 10.5 percent for the Australian total investment abroad to the USA and
all countries respectively.

Fig 16 Total Australian investment abroad, top 6
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Source: ABS Category 53520 - International Investment Position, Australia: Supplementary Statistics, 2014

Table 20 Australian total investment abroad in the USA and China (A$ million)

Country
USA
Growth
Share
China
Growth
Share
All countries
Growth

2005 20086 2007
303,118 352,765  403.513
8.4% 16.4% 14.4%
39.0% 36.5% 36.2%
2,034 3,043 5,993
61.2% 49.6% 96.9%
0.3% 0.3% 0.5%
776,328 966,007 1,115451
7.8% 24.4% 15.5%

2008 2009
375,048 356,776
T A% -4.9%
33.4% 29.8%
7.140 6,546
19.1% -8.3%
0.6% 0.5%
1,124,043 1,198,366
0.8% 6.6%

2010 2011
368,662 390,331
3.3% 5.9%
28.8% 30.4%
12,133 17,203
B85.3% 41.8%
0.9% 1.3%
1,280,221 1,286,048
6.8% 0.5%

2012
421,293
7.9%
29.7%
21,410
24.5%
1.5%
1,419,158
10.4%

2013
493,218
17.1%
29.3%
37,582
75.6%
2.2%
1,685,361
18.8%

2014 Average
575,514
16.7%
30.0%
57,884
54.0%
3.0%
1,918,321
13.8%

7.8%

50.0%

10.5%

Source: ABS Category 53520 - International Investment Position, Australia: Supplementary Statistics, 2014

2.8.5.2 Australian direct investment abroad

The USA was also the first destination country for Australian direct investment
abroad in 2014 with value of A$ 136.2 billion and share of 25.2 percent amongst all
the other countries. Meanwhile, China ranked the fifth destination country for
Australian direct investment abroad with value of A$ 12.1 billion and share of 2.2
percent at the same year. On the other hand, the average growth rate of Australian
direct investment abroad to China was 50.4 percent which was higher than the
average growth of 6.6 percent and 6.1 percent for the Australian direct investment
abroad to the USA and all countries respectively.
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Table 21 Australian direct investment abroad in the USA and China (A$ million)

Country 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 Average
2010-14
USA 114,814 131,628 165,134 135,687 100,094 95,753 100,057 106,643 125,320 136,248
Growth -11.6% 14.6% 25.5% -17.8% -26.2% -4.3% 4.5% B.6% 17.6% 8.7% 6.6%
Share 41.0% 39.3% 42.7% 38.5% 24.6% 21.6% 24.4% 23.5% 24.7% 25.2%
China 847 np 2,289 np 2,368 6,720 6,386 8,461 11,388 12,074
Growth 77.2% np np np np 183.8% -5.0% 32.5% 34.6% 6.0% 50.4%
Share 0.3% np 0.6% np 0.6% 1.5% 1.6% 1.9% 2.2% 2.2%
All couniries 279,908 334,573 386,876 352,528 406,435 442,527 408,793 454,659 507,832 540,743
Growth -3.1% 19.5% 15.6% -8.9% 15.3% 8.9% -7.4% 10.9% 11.7% 6.5% 6.1%

Source: ABS Category 53520 - International Investment Position, Australia: Supplementary Statistics, 2014

3 Opportunity for the coming economic relationship between Australia and
China

In the past decade, China increased its importance of economic relationship to
Australia in different areas such as commodities trade, tourism, emigration,
education and investment. The economic growth of China economy has contributed
significantly the economic linkage to Australia. However, the economic growth of
China has slowed down since the financial crisis in 2009. The Chinese GDP has
dropped from 7.8 per cent in 2012 to 7.4 per cent in 2014, reflecting the weaker
global economic demand.

The rapid economic growth of China has driven a boom in demand of commodities
such as iron ore and coal resources from Australia for the past decade. The resource
boom is diminishing as China’s economic growth is slowing down and the Chinese
government has decided to rebalance its economic growth by emphasizing more in
consumption-driven rather than in investment-oriented economic development.

The boom in china’s demand for Australian resources is diminishing. On the other
hand, the services demand from China is expected to grow as the number of middle-
class consumers in China keep growing rapidly in recent years. This evolving
middle-class in China is expected to increase demand for Australian exports in the
services sector such as tourism, education, real estate, migration and investment. In
2014, the total services trade between Australia and China share only 6.8% of the
total good and services between these two countries as compared with the 93.2%
share of total goods trade. With the growth of middle-class and further economic
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liberalization in China in coming years, there is expected much rooms for expanding
services export from Australia to China.

The economic relationship between Australia and China is expected to continue
growing steadily. Moreover, the China-Australia Free Trade Agreement and the
China’s One Belt One Road strategy are expected to provide the new opportunity for
enhancing the economic relationship between Australia and China for the coming
years.

3.1 The China-Australia Free Trade Agreement (ChAFTA)

In November 2014, the Australian and Chinese government announced the
conclusion of negotiations for the China-Australia Free Trade Agreement (ChAFTA)
that will substantially reduce tariffs and open markets for both countries. In June
2015, Australia and China signed this bilateral Free Trade Agreement. According to
the Australian government, 85 percent of Australian goods export to China will be
tariff free once the agreement comes into effect following the Australian
parliamentary approval. Furthermore, around 97 percent of the tax items of
Australian goods exports to China will ultimately be duty free. Reciprocally, around
92 percent of Chinese goods exports to Australia will enjoy zero tariffs once the
agreement is approved and eventually all Chinese goods exports to Australia will
ultimately be tariff free.

The China-Australia Free Trade Agreement (ChAFTA) is expected to boost the
Australian exports of beef, wool, dairy products and wine to China; and reciprocally
the Chinese exports of garment, electronic and machinery products to Australia.
Besides the goods trade, the (ChAFTA) is also expected to encourage the mutual
trade of services including telecommunications, education, legal, financial, medicines,
and construction and engineering services between these two countries.

3.2 China’s One Belt One Road strategy

In 2013, President Xi Jinping announced the launch of the new Silk Road Economic
Belt and the new 215! Century Maritime Silk Road which have been consolidated as
China's One Belt One Road strategy for long-term economic development. Since the
inception of One Belt One Road strategy in 2013, the Chinese government has
officially announced the launch of Silk Road Fund for strong financing guarantee to
the project. China will contribute US$ 40 billion to the Silk Road Fund for initial
startup. Moreover, the formation of Asia Infrastructure and Investment Bank in
Beijing in October 2014 will further enhance the financing support to the
infrastructure and construction projects at the proximities area along the One Belt
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One Road. The Asia Infrastructure and Investment Bank’s capital will be over
US$100 billion.

According to the Chinese government, the initiative of building One Belt One Road is
promoting the people-to-people exchange and infrastructure and institutions linkage
for mutual benefit in economic development between countries. Economically, the
One Belt One Road project is intended to remove transport barriers, promote
infrastructure and road building and enhance network construction amongst
countries along the One Belt One Road. In line with the progress of the One Belt
One Road strategy, China is paving the way towards free trade agreements (FTA)
amongst countries and continuing its RMB liberalization and internationalization.
Regarding the free trade agreement, the Chinese Ministry of Commerce has
announced the completion of China-South Korea FTA talk and signed a draft
agreement with Australia in 2015. The Chinese government intends to follow the
model of China-South Korea FTA and copy it to other China-other countries FTA
along the One Belt One Road. For the implementation of RMB liberalization and
internationalization, China has set up RMB offshore clearing centers globally
including centers in the UK, Germany, France, Luxembourg and Canada. Moreover,
the Chinese government also signed currency swap agreements with many
countries; say for example the UK, Switzerland, Canada, Russia and Brazil, in recent
years,

Geographically, Australia does not fall on the One Belt One Road Map. Nevertheless,
Australia will have great opportunity to reap the benefit from the ambition of
infrastructure construction of the One Belt One Road. In a 2014 PWC outlook report,
it estimated that the global capital and infrastructure expenditure will grow to more
than US$ 9 trillion annually by 2025, up from US$ 4 trillion in 2012. Moreover, the
Asia-Pacific infrastructure and construction market will share nearly 60% of global
infrastructure and construction spending by 2025. Meanwhile, Asia Development
Bank had projected that there will be US$ 8 trillion infrastructure shortfall for Asian
countries from 2010 to 2020.

The implementation of One Belt One Road strategy will present to Australian
construction companies the opportunities of delivering professional and managerial
expertise related to infrastructure and road construction projects. With the
experience in complex projects, many of the Australia construction companies have
the confidence and expertise in project planning, financial forecasting, risk
management and project delivery. The acquisition of John Holland by China
Construction and Communication in 2015 had been witnessed the opportunity for
redeploying the expertise of Australian construction company in the One Belt One
Road. Besides acquisition, more Australian companies are expected to form joint
venture with Chinese companies to provide construction services related to One Belt
One Road project.
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Australian services companies will also be benefit from the One Belt One Road
strategy. In line with the process of China’s RMB liberalization and
internationalization, Australia and China commenced direct trading between the
Australian dollar and the Chinese renminbi in 2013. The direct trading of these two
currencies will facilitate the bilateral trade and investment between these two
countries as the currency conversion cost will be lower. The launch of One Belt One
Road strategy will stimulate cross-countries’ financial capital fund raising for
infrastructure and road construction. Australian services companies including banks,
legal firms and accounting firms can utilize and leverage their professional expertise
in serving the projects related to the One Belt One Road.
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Chair: Edmond CHAN Chair: Charmaine CHAN
Pasquale SGRO Xiaopeng YIN
) Deakin University, Australia University of International Business
1:30 - 1:35 pm “State-owned Enterprises, and Economics, China
Competition and Product Quality” “Two-way FDIs and International
Product Cycles”
Yum Keung Fred KWAN Kate HYNES
) ) City University of Hong Kong City University of Hong Kong
200225 pm “EDI technology spillovers and spatial | “Competing for Foreign Direct
diffusion in the People’s Republic of |Investment through Investment in
China” Public Infrastructure”
Huasheng SONG Chun-Kai WANG
Zhejiang University, China Shandong University, China
2:30-2:35pm “size Matters! Who is bashing whom |“Migration and Multinationals: On
in trade wars?” the Welfare Effects of Firm and Labor
Mobility”
Ka-Yui Charles LEUNG Jie LI
) City University of Hong Kong Jinan University, China
Ao p “What does the house price-to- “Financial Crisis, Cross-border
income ratio tell us about the housing|Mergers, and Abnormal Returns”
market affordability: A theory and
international evidence”

Afternoon Tea: 3:25 - 3:40 pm

Session A3 Session B3
Chair: Win Lin CHOU Chair: S.K. WONG
Bihong HUANG Yu PANG
University of Macau Hong Kong Polytechnic University
380 =00 pm “Tourism Congestion and Social “Explaining the Post-2000 Brown
Conflict: Evidence of Hong Kong” Shift in US Manufacturing the Roles
of China, Bush, and Induced
Innovation”
Shui-Ki WAN Wai Kee YUEN
X 3 Hong Kong Baptist University Shue Yan University, Hong Kong
00 sdids pin “Density Forecast of Predictive Model | “The Influences of Human
for Tourism Demand” Development, Economic Freedom and
Governance on the Competitiveness
of European Union and ASEAN”
Jai-Young CHOI Baomin DONG
: ; Lamar University, USA Henan University, China
4:30 =420 P “Offshoring, Terms of Trade and “The Global EKC: A Perspective from
Non-immiserization” Consumer Account”
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Plenary Session Chair: Pasquale SGRO

4:55-5:25 pm Henry WAN
Cornell University, USA

“Understanding the Chinese Economic Expansion:
The Trade-Linked Growth"”

5:30-5:55 pm Kenneth CHAN
University of Macau
“Under-Consumption and Income Inequality in China”

5:55-6:10 pm Concluding Remarks

May 31 (Sunday)

: More follow-up discussions and scholarly interactions
i (Details to be announced)

Conference Keynote Speaker:

Ronald W. Jones

Xerox Professor of Economics,

University of Rochester, USA

Ph.D. Massachusetts Institute of Technology

Prof. Jones is Fellow of American Academy of Arts
and Sciences, National Academy of Sciences, and
Econometric Society. Most of his research has been on the theory of international
trade. His recent book for M.IT. Press, Globalization and the Theory of Input Trade,
(2000), summarizes much of his work, including a discussion of the tendency recently
in world markets for firms to outsource fragments of the production process to other
parts of the globe where factor prices (especially wage rates) give a better match
with input requirements. He was President of International Economics and Finance
Society in 1993, and has been awarded honorary doctoral degrees from 5 major
universities.

www.chuhai.edu.hk



O Supporting Journals
® International Review of Economics and Finance, edited by Hamid Beladi
® Journal of International Trade and Economic Development, edited by Pasquale Sgro
e Pacific Economic Review, edited by Kenneth Chan
e World Economy (Asian Issue), edited by Eden S. H. Yu

O In Cooperation with

® |nternational Economics and Finance Society, China

® |nternational Economics and Finance Society, Hong Kong

O Acknowledgement:

The 1IDS Grant (Project No.: UGC/IIDS13/B01/14) from the Hong Kong Research Grant
Council for supporting the conference is gratefully acknowledged.

\
O Chu Hai College of Higher Education

Chu Hai College of Higher Education
in Hong Kong since 1949 traces its origins
back to 1947, when a group of prominent
educators, scholars, financiers and legal
experts founded Chu Hai University in
Guangzhou, China. Chu Hai College of
Higher Education is now one of the §
undergraduate and postgraduate degree- §
awarding higher education institutions [
in Hong Kong. Allits degree programmes &% :
offered by the Faculty of Arts, Faculty of Business and Faculty of Science and
Engineering have been accredited by the Hong Kong Government (HKCAAVQ)
since 2004.

The new campus, to be completed by the end of 2015, is located at the
beautiful beach front site of Tuen Mun Gold Coast area in Hong Kong (see photo).

www.chuhai.edu.hk
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State-owned enterprises, competition and product quality

Munirul H Nabin, Chi Chur Chao, Pasquale M Sgro, Xuan Nguyen

Department of Economics, Faculty of Business and Law
Deakin University, Australia

This paper was presented at the Conference on ‘Economic Linkages through
International Trade, Investment, Migration and Tourism’ on May 30-31, 2015, Hong
Kong. The conference, organized by Chu Hai College of Higher Education, is
supported by the IIDS Grant (Project No: UGC/IIDS13/B01/14) from the Hong Kong
Research Grants Council.

This paper was published in International Review of Economics & Finance
Volume 43, May 2016.
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State-owned enterprises, competition and
product quality

Munirul H. Nabin, Pasquale M. Sgro, Xuan Nguyen, Chi Chur
ChaoVALIDHTML

Department of Economics, Deakin Business School, Deakin
University, Geelong, Australia

Abstract

We consider a general oligopoly model with consumer surplus moderated
quantity competition among state-owned enterprises (SOEs), where the SOEs
employ workers who are members of the state-owned worker union and
produce differentiated products. We show that increasing the number of SOEs
would lead to an outcome in which these enterprises choose a lower level of
product quality and this, in turn, results in welfare losses for the society,
depending on the degree of substitutability. Our findings are consistent with
the evidence from China and uncovers important linkages that exist between
worker union, product quality and competition, and that have mostly been
ignored in the industrial organisation, trade and development literature.

Keywords
SOEs; Product quality; Competition



International outsourcing, terms of trade and non-immiserization

Jai Young Choi
Department of Economics and Finance, College of Business, Lamar University, USA

This paper was presented at the Conference on ‘Economic Linkages through
International Trade, Investment, Migration and Tourism’ on May 30-31, 2015, Hong
Kong. The conference, organized by Chu Hai College of Higher Education, is
supported by the IIDS Grant (Project No: UGC/IIDS13/B01/14) from the Hong Kong
Research Grants Council.

This paper was published in International Review of Economics & Finance
Volume 43, May 2016.
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International outsourcing, terms of trade

and non-immiserization
Jai-Young Choi

Abstract

This paper investigates the ramifications of international outsourcing for an
outsourcing country. It shows that for a small country which is a price taker in
the world market, outsourcing occurring in any traded-good sector is welfare-
enhancing. For a large country with monopsony power in the world market,
outsourcing occurring in the exportable (importable) sector entails pro-trade
(anti-trade) effect and deteriorates (improves) the terms of trade weakening
(strengthening) the welfare effect — however, outsourcing cannot be
immiserizing in any case. These findings are considered vis-a-vis China's
outsourcing with its major trading partners including US, EU, Japan, South
Korea, Australia, and Hong Kong.

Keywords

Outsourcing; Labor-augmenting effect; Import demand; Terms of trade; Non-
immiserization



Economic integration, product cycles and regime effects

Ying Liu, Zhe Wang, Xiaopeng Yin,
University of International Business and Economics, China

This paper was presented at the Conference on ‘Economic Linkages through
International Trade, Investment, Migration and Tourism” on May 30-31, 2015, Hong
Kong. The conference, organized by Chu Hai College of Higher Education, is
supported by the IIDS Grant (Project No: UGC/IIDS13/B01/14) from the Hong Kong
Research Grants Council.

This paper was published in International Review of Economics & Finance
Volume 43, May 2016.
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Economic integration, product cycles and

regime effects
Ying Liu, Zhe Wang, Xiaopeng Yin

Abstract

By adopting the modified north—south product cycle model of Grossman and
Helpman (G&H, hereafter) (1991a) and adding “two-way” FDIs to form a
complete economic integration, we obtain the opposite conclusion for such
regime effects from that of both Krugman (1979) and G&H (1991b) in different
frameworks, while G&H (1991a) have similar results in the same oligopolistic
framework (without FDIs) we adopt. This demonstrates that the relative wage
rate between the north and south will not be affected by the size of labor
markets and that there are no regime effects on relative wage rate, regardless
of their existing FDIs.

Keywords
Product cycle; Two-way FDI; Regime effect; Innovation; Labor market



FDI technology spillovers, geography, and spatial diffusion

Mi Lin
Lincoln Business School, University of Lincoln, UK

Yum K. Kwan
Department of Economics and Finance, City University of Hong Kong, Hong Kong

This paper was presented at the Conference on ‘Economic Linkages through
International Trade, Investment, Migration and Tourism’ on May 30-31, 2015, Hong
Kong. The conference, organized by Chu Hai College of Higher Education, is
supported by the IIDS Grant (Project No: UGC/IIDS13/B01/14) from the Hong Kong
Research Grants Council.

This paper was published in International Review of Economics & Finance
Volume 43, May 2016.
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FDI technology spillovers, geography, and

spatial diffusion
Mi Lin, Yum K. Kwan

Abstract

This paper investigates the geographic extent of FDI technology spillovers
and associated spatial diffusion. By adopting a spatiotemporal autoregressive
panel model as the platform of our study, the complex impact resulting from
FDI penetration is separated into spatial direct and indirect effects while
accounting for feedback loops among regions. A set of spatially partitioned
summary measures is produced to identify and to quantify FDI spillovers from
different channels with distinct geographic scopes. Empirical results based on
data from China document that the direct impacts of FDI presence to a
specific location itself are likely to be negative. Domestic firms mainly benefit
from FDI presence in their neighboring regions through knowledge spillovers
that have wider geographic scope. Negative market stealing effect
nevertheless has no spatial boundary. Policy implications of these findings are
discussed.

Keywords
FDI spillovers; Spatial diffusion; Geography; Spatial dynamic panel; Chinese
economy



The global EKCs

Baomin Dong
School of Economics, Henan University, China

Fei Wang
Department of Economics, University of International Business and Economics,
China

Yibei Guo
School of Economics, Henan University, China

This paper was presented at the Conference on ‘Economic Linkages through
International Trade, Investment, Migration and Tourism’ on May 30-31, 2015, Hong
Kong. The conference, organized by Chu Hai College of Higher Education, is

supported by the [IDS Grant (Project No: UGC/IIDS13/B01/14) from the Hong Kong
Research Grants Council.

This paper was published in International Review of Economics & Finance
Volume 43, May 2016.
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The global EKCs

Baomin Dong, Fei Wang, Yibei Guo

Abstract

A substantial fraction of the production in the emerging economies satisfies
the consumption in the developed countries. This causes the notorious carbon
leakage problem where the embodied carbon emissions in exports are not
counted in the traditional territorial production-based emission accounting
(PBA). We calculate the consumption-based emissions using latest available
Eora data in a multiregional input—output (MRIO) model and then perform
fixed effect and random effect panel regressions, dynamic panel regression,
and heterogeneous panel regressions using the PBA data and consumption-
based accounting (CBA) obtained from the MRIO model. The results show
that the inverted-U-shaped Environmental Kuznets Curve (EKC) does not
exist for CBA. Indeed, results obtained in this paper show that the
consumption-based EKC is linearly increasing.

Keywords
Environmental Kuznets Curve; Inverted U-shape; Leakage



Tariffs, Technology Licensing and Adpotion

Hsiu-Li Chen
Department of International Business, Ming Chuan University, Taiwan

Hong Hwang
Department of Economics, National Taiwan University, Taiwan

Arijit Mukherjee
Nottingham University Business School, UK

Pei-Cyuan Shih
Department of International Business, Ming Chuan University, Taiwan

This paper was presented at the Conference on ‘Economic Linkages through
International Trade, Investment, Migration and Tourism’ on May 30-31, 2015, Hong
Kong. The conference, organized by Chu Hai College of Higher Education. is
supported by the IIDS Grant (Project No: UGC/IIDS13/B01/14) from the Hong Kong
Research Grants Council.

This paper was published in International Review of Economics & Finance
Volume 43, May 2016.
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Tariffs, technology licensing and adoption
Hsiu-Li Chen, Hong Hwang, Arijit Mukherjee, Pei-Cyuan Shih

Abstract

This paper develops a two-country Cournot duopoly model to investigate the
implications of international technology licensing. It is shown that if the tariff
imposed by the domestic country is high, it is optimal for the foreign firm to
adopt an inferior technology for its production when it licenses its most
advanced technology to the domestic firm. Such a licensing arrangement may
improve welfare of the two countries.

Keywords
Licensing; Technology adoption; Tariffs



Under-Consumption and Income inequality in China

Kenneth S. Chan, Vinh Q. T. Dang, and Jacky Y. C. So
University of Macau, Macau, China

Tingting Li
School of Management, University of Science and Technology of China, Hefei, China

This paper was presented at the Conference on ‘Economic Linkages through
International Trade, Investment, Migration and Tourism” on May 30-31, 2015, Hong
Kong. The conference, organized by Chu Hai College of Higher Education, is
supported by the IIDS Grant (Project No: UGC/IIDS13/B01/14) from the Hong Kong
Research Grants Council.

This paper was published in International Review of Economics & Finance
Volume 43, May 2016.
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Under-consumption, trade surplus, and

Income inequality in China
Kenneth S. Chan, Vinh Q.T. Dang, Tingting Li, Jacky Y.C. So

Abstract

It has recently been shown that rising income inequality had contributed to
increase in savings of the rich and decrease in consumption of the poor,
pressuring politicians to permit cheap loans for the poor from the rich. The
resultant lending boom created a massive run-up in the housing prices and
ensuing mortgage crisis in the US. In China, capital markets are
underdeveloped and the poor may not be able to borrow from the rich.
Employing Chinese provincial panel data and a variety of estimators, we find
that rising income inequality significantly lowers consumption and,
consequently, raises China's current account surplus.

Keywords

Income inequality; Under-consumption; Trade surplus; China





