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CUSTOMSTARIFF AMENDMENT BILL (No. 6)1997

GENERAL OUTLINE

Thepurposeof this Bill, whichincludes3 schedulesof amendments,is to enactarangeof
amendmentsto theCustomsTartffAct1995.

Schedule1 reducestherateof Customsdutyon aviationgasolineby 0.6 centsperlitre from $0.18003
perlitre to $0.17403per litre from 3 July 1997.

Schedule2 implementstheGovernment’sdecisionon IndustryCommissionReportNo. 58 titled
“The Automotive Industry”by insertingthephase-downof Customsduty ratesfrom 15%to 10%for
passengermotorvehiclesandcertainpassengermotorvehiclecomponentsfrom 1 January2005.

Schedule3 insertsaphase-downof Customsratesof duty for textiles,clothingandfootweararticles
from 1 January2005. This resultsfromtheGovermuent’sdecisionon IndustryCommissionReport
No. 59 titled“The Textiles,ClothingandFootwearIndustries”.

FINANCIAL IMPACT STATEMENT

Thereductionin thedutyon aviationgasolinewill return$0.7million (combinedcustomsandexcise
duty figure)to usersof avgas. Therewill be, however,savingsfor theGovermnentthrougha
reductionin administrativecostsofproviding aviationterminalandenroutenavigationalservicesby
AirservicesAustralia.

It is difficult to predicttheactualimpacton revenueoftheproposedtariffcutson passengermotor
vehicles(PMV) andrelatedcomponents,andtextiles,clothingandfootwear(TCF)in 2005.

AssumingtheAustralianPMV marketwill continuegrowingatits recenthistoricalrate,andthat
importpenetrationwill growto accountfor all newgrowth in thedomesticmarket,it is estimatedthat
therevenueforegonein fiscal year2005 will be$500 million.

It shouldbenotedthat thereareanumberofvariablessuchastherateof growth in thePMV market,
thecomparativeconsumerpreferencefor importedvehicles,andexchangeratefluctuations,which
influencethepriceandamountofduty payableon importedvehicles,thatcanaffecttheestimatesof
tariff revenue.

Theestimatesfor thelossof revenueon TCF goodsis assessedto be$200 million in fiscalyear2005.
This is basedon actual import figuresfor financialyear1996/97,andaddinganassumed5%annual
increasein imports.

a



3

REGULATION IMPACT STATEMENT

SCHEDULE1-REDUCTIONSIN THE CUSTOMSDUTY ONAVIATION GASOLINE

PROBLEMOR ISSUEIDENTIFICATION

Mostgeneralaviationoperatorsusepistonenginedaircraftpoweredby aviationgasoline(avgas).
Theycontributeto thecostof air trafficcontrolandnavigationservicesprovidedby Airservices
Australia(Airservices)throughexciseandcustomsdutyon avgas. Thissystemof costrecoveryis
inequitablein thatmanygeneralaviationoperators(for example,agriculturaloperators)only rarely
usetheservicesprovidedby Airservices,yetstill paytheduty.

SPECIFICATIONOFTHE DESIREDOBJECTIVE

As partof its aviationpolicy,theGovernmenthasundertakento implement,afterconsultationwith
theaviationindustry,amoreequitablesystemfor fundinggeneralaviation’scontributionto
AirservicesAustralia. In theinterim it hasstoppedanyincreasesin Airservicescomponentofthe
avgasduty, apartfrom ConsumerPriceIndexincreases.

While majorchangesto Airserviceschargingsystemareyet to beintroduced,the0.6 centsper litre
reductionaddressedin this legislativeamendmentis in linewith theGovernment’spolicy objective.
Thereductionresultsfromclosescrutinyby Airservicesoftheforecastcostof servicesprovidedto
generalaviationandareviewof theforecastlevel of activity by thegeneralaviationsectorin 1997-98.

IDENTIFICATION OF OPTIONS

Two optionswereavailable:

(a) Retainthelevelsofduty at thepreviousratesuntil anewsystemofchargingis introduced
whichfully addressestheGovernment’spolicyobjective.

(b) Reducethelevel of dutyon avgasassubsequentlyimplementedin ExciseTariff Proposal
No. 2 (1997) andCustomsTariffProposalNo. 5 (1997). This Bill only addressesalterations
madein theCustomsTariff Proposal.

ASSESSMENTOF IMPACtS

(a) Retentionof theavgasdutyatthepreviousratewouldhavemeantthatgeneralaviation
operatorswould nothavereceivedajustifiablereductionin thepricetheypayfor avgas.

(b) Theselectedoptionwill deliversavingsto usersofavgasin theorderof $0.7min 1997-98in
customsandexciseduty. Theuserswho will benefitincludeprivateaircraftowners,sport”
aviationparticipants,flying trainingschooloperators,agriculturalaircraftoperatorsand
smallercharteroperators. Whereapplicable,therewill beanopportunityfor aircraft
operatorsto passon savingsto enduserssuchasstudentpilots,farmersandcharter
customers.

Coststo fuel companysuppliersofavgasandto theGovernmentin administeringthechange
to ratesofdutyhavebeenminimal.

Thefinancialbenefitto avgasusersfarexceedsthesmalladministrativecostsassociatedwith
implementingthechangedratesof duty.
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CONSULTATION I
Airservicesconductsaregularprogramofconsultationwith peakaviationindustrybodieson arange
of majorissues,includingitsproposedscheduleof chargesfor thefollowing year. Theproposed
reductionin thedutyonavgaswasraisedin Airservicesconsultationwith industryin April 1997,in
advanceof finalisingpricesfor itsservicesfor 1997-98. Aviation industryrepresentativeswerenot
opposedtothereduction.

Airserviceswill consultextensivelywith theaviationindustryon newchargingarrangementsbefore
majorchangesareimplemented.

CONCLUSIONAND RECOMMENDEDOPTION

Thepreferredoption is to implementthelegislativechangesto formalisethe0.6 centsperlitre
reductionin thedutyon avgasnotifiedin SpecialCommonwealthGazetteNo. S261on 2 July 1997
andwastabledin theHouseof Representativesin August 1997asCustomsTariffProposalNo. 5
(1997). This courseis consistentwith theGovernment’spolicy objectivein respectof Airservices’
chargesto generalaviation. It deliverssavingsto theaviationindustrywith only minimal
administrativecosts.

IMPLEMENTATION AND REVIEW

Thereductionin dutywasimplementedin July 1997throughtheTariff NoticeandProposalprocess
undersection273EAoftheCustomsAct1901. Thisprocesspermitsinmiediatechangesin thelevel
of duty. In thismatterit avoidsthespeculativetradein fuelproducts,whichcouldadverselyaffect
revenueprojections. As noted,implementationincurredminima! administrativecosts.

This reductionin avgasduty precedesamajorreviewof Airserviceschargesto industry,includingthe
useof dutyon avgasasameansof recoveringthecostsof servicesto thegeneralaviationsector.
Airserviceswill consultextensivelywith theaviationindustrybeforenewchargingarrangementsare
implemented.

SCHEDULE2-REDUCTIONSIN THE TARIFFS ON PASSENGERMOTORVEHICLES

PROBLEM

Theissuefacedwasto formulateatariffphasingschedulethatcontinuedto reducethelevel of
assistancefor theAustralianpassengermotorvehicle(PMV) industrytowardslevelsprovidedto other
AustralianmanufacturingindustriesandprovidereducedPMV pricesfor consumers,while ensuring
thattheAustralianindustryremainsviablein theglobalautomotiveindustry.

Theexistingarrangementsfor theautomotiveindustrywereintroducedin 1993 andarescheduledto
lastuntil 31 December2000. At thecentreof thearrangementsis asteadilydecliningtariff (2.5 per
centperyear)on PMVsandoriginalequipment(OE)automotivecomponentswhichwould resultin a
tariffof 15 percentin theyear2000.

TheGovermnentreviewof post-2000arrangementsfor theautomotiveindustrywasinitiatedin 1996,
reflectingthelong leadtimesfor investmentin this industry. Thereview,informedby anIndustry
CommissionInquiry andtheadviceof aspeciallyconstitutedAutomotiveManufacturingCouncil,
was intendedto determineastrategyto encouragethefuturedevelopmentofasustainable,prosperous
andinternationallycompetitiveindustryhavingregardto Australia’sinternationalobligationsand
commitments. Centralto this reviewwasthequestionof whatshouldhappento tariffspost-2000.

On5 June1997,theGovernmentannouncedthat from 1 January2000 thetariff will beat 15 percent
andwill remainatthat leveluntil 31 December2004. TheGovernmentwill legislatefor thetariff to
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‘ be reducedto 10 percenton 1 January2005. Thetariffon aftermarketcomponents,presently15 per
cent,will remainatthis rateuntil 1 January2005,whenit toowill fall to 10 percent.

Tariff arrangementsareadministeredby theAustralianCustomsService.

OBJECTIVES

‘ The objectiveofthis initiative is to determinepost-2000tariffarrangementsfor theautomotive
industry.

OPTIONS

TheGovernmentannounceditsdecisionon 5 June1997that tariffs onPMVsandOEwill remainat
15%from 1 January2000to 31 December2004,andwill thenfall to 10% on 1 January2005. There
areno otheroptionsfor consideration

IMPACT ANALYSIS (COSTSAND BENEFITS) OF THE DECISION

Themajorpartiesaffectedby thedecisionto reducethetariff arePMVmanufacturersandcomponent
producers,consumers,otherindustries,andtheGovernment.Estimatesof thesizeofpossible
benefitsandcostsaredifficult to ascertain.

Benefits

• CheaperPMVs

Consumerswill bethegreatestbeneficiariesfromthe scheduledreductionin thetariff to 10%in
2005. Theywill paylower pricesfor motorvehicles,bothimportedandlocallyproduced.Thiswill
reducetransfersfromconsumersto goverlunentandtheAustralianPMV industry. Consumersmay
alsobenefitfromawidenedchoiceof products. However,astariffs arebeingfrozenat 15%from
2000to 2004, thebenefitsto consumerswill be lowerthanunderasituationwheretariffs had
continuedto fall overthis time.

Thescheduledreductionin thetariffon PMVs will alsolessencostson otherareasof theeconomy.
TotheextentthatPMVsarecapitalinputsto otherindustries,tariffs imposehigherbusinesscostsand
leadto lower demandfor theseproducts. Reductionsin thepriceofPMVs, throughlower tariffs, will
bebeneficialto otherindustries.

• Improvedproductionefficiency

Improvementsin theperformanceof theautomotiveindustryareexpectedfromafurtherfall in the
tariff rate. Evidencefromtheloweringoftariffs sincethemid 1980sshowsthattheincreased

S competitivepressurefromreducedassistancehassignificantlyimprovedproductivity, qualityand
exportorientationin theindustry,andhasfacilitatedtheindustry’s readinessto takeadvantageof
otherreforms(for example,theimprovedinstitutionalframeworkin thelabourmarket).

Costs

• Reducedactivity andlessprofitableperformancesin thePMV andconIpuII~i1Lsc~Lursaim

relatedindustries
It is possiblethatunderareducedassistancescenariotherecouldbeoutputandemploymentlossesin
thePMV andcomponentmanufacturingindustries.Profits andwagescouldbeputundergreater
pressureasimportsbecomemorecompetitive. This outcomedependson howthemanufacturers
respondto theincreasedpricepressure,andpresentindicationsarethat theindustryis embarkingon
anewroundof investmentandanticipatingcontinuedstronggrowth in exports. In the eventof a
negativereactionto the scheduledtariffreduction,VictoriaandSouthAustraliawould beexpectedto
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suffermorethananyotherregions,asthesestatescontainthevastmajorityofautomotiveproduction
activities,includingall four PMV manufacturers.

Any increasein import penetrationandanyfall in AustralianPMV saleswhichmight resultfroma
fall in thetariff couldhaveanadverseeffecton thesuppliersofrawmaterialsandotherinputs to the
AustralianPMV industry.

• Expectedlower Governmentrevenue

Fallsin thetariff ratecouldbeexpectedto providelowerrevenuelevelsto theGovernment,unlessthe
increasein importedvehiclessoldis sufficientlylargeto compensatefor thelower revenueper
vehicle.

CONSULTATION

ConsultationwasverybroadthroughouttheIndustryCommissioninquiry into theAutomotive
Industry,andthroughtheAutomotiveManufacturingCouncil,establishedto advisetheIndustry
Ministerduringthereview. Opportunitieswereprovidedfor all affectedpartiesto participatein the
reviewprocessandstatetheir views.

IMPLEMENTATION AND REVIEW

Theproposedlegislationis expectedto betabledin November1997. A furtherreviewofthe
Automotive IndustryArrangementsis scheduledto beundertakenin 2005,to takeaccountof
Australia’sAPECcommitmentsandprogresson marketaccess.

SCHEDULE3- INTRODUCTIONOFTCFLEGISLATION: REDUCTIONIN TARIFF RATESIN
2005

BACKGROUND

Thegovernmenthasdecidedto retainpost-2000TCF tariff ratesatthe ratesreachedon 1 July2000
until 31 December2004,andthenreducethemasshownin Table1 below.

Table1: Reductionin TCFtariffs on 1/1/2005

Clothing&
finish textiles

Cottonsheeting
& fabrics

Sleepingbags
tablelinen

Carpets Footssear Footwearparts Other(eg
yarns,leather)

2000-2004 25 15 10 15 15 10 5

2005 17 5 10 7 5 10 10 7 ~ 5

Thedecisionis implementedin thisBill.

OPTIONS

AstheGovernmenthasmadeits decisionon post-2000TCFtariff rates,no optionsareconsideredin
this regulationimpactstatementHowever,theimpactof thedecisionis analysedagainstthestatus
quowhichwould haveprevailedpost-2000;ie. acontinuationoftheTCFtariff ratesreachedon
lJuly2000. I
IMPACT ANALYSIS (COSTSAND BENEFITS) OF DECISION

Thereis no simplecalculationto estimatethecostsorbenefitsof tariffs. A numberofmodelswere
employedto attemptto calculatetheoverallcostofTCF tariffs on thewider community. Themodels
makeassumptionsabouttheallocationof resourcesandtheflow-oneffectsof reducingtariffs.
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‘ TheMonashmodelcommissionedby theIndustryConunission(IC) concludedthatreducingTCF
tariffs to 5 percentby 2008-9wouldproducealongtermgainin real consumptionof$100 million a
year.

Analternativemodelby Econtechfoundthatpost-2000reductionsin TCF assistancewould delivera
longrungainof $50 million ayear. Econtechnotedthatthesepotentiallong rungainshadto be
balancedagainstthefixed shorttermadjustmentcostsfromjob lossesin TCF.

BENEFITS

• CheaperTCFProducts

Consumersshouldbenefitfrom the7.5 percentagepoint dropin the highesttariffto 17.5percentin
2005. OtherTCF tariffs will thenrangeto aslow as5 percent. Apartfromthetariff reduction,the
combinationof GovernmentandindustryinitiativesduringthetariffpauseperiodshouldhelpTCF
industriesto achieveinternationallycompetitiveproductionefficiencies.

• APEC Commitments

In APECAustraliahasagreedto freeandopentradeby 2010. In 2005 thehighesttariff ratein the
clothingandotherfinishedtextiles sectorwill bewithin strikingdistanceof achievingourAPEC
commitment.To achievetheAPEC goalwill requireoaly relativelymodestratesof tariff reduction
comparedwith thereductionsin protectionwhichtheindustrieshavesustainedin recentyears.

COSTS

• Lower GovernmentRevenue

Followingthereductionin thetariff rateon 1 January2005, duty revenuein 2004/05is expectedto
decreaseto around$470 million. Thiscomparesto about$675 million whichwouldbe the
anticipateddutyrevenuefor 2004/05if thedecreasedidnot occur.

SOCIAL IMPACT

Australia’sTCF industriescurrentlyemploy74,000peoplein theformalworkforceandtherearean
estimated23,000full time equivalentoutworkers.TCF tariffratecutshaveanimpacton employment
in theseindustries.

Analternativeto themoresubstantial7.5 percentdropin thetariff rateon 1 January2005,might
havebeentheIC proposedreductionin tariffs from 2000. However,the Governmentadoptedits
approachbecausethetariffpausewill enableAustralia’sTCF industriesto consolidateandstrengthen
by investing,restructuringandidentifying globalbusinessopportunitieswhichareessentialto achieve
sustainable,internationallycompetitiveindustries.

ThepauseshouldallowTCFindustriesto bein apositionto adjustadequatelyto the7.5 percent
reductionin 2005.Tariffreductionsrequiredto meettheAPECcommitmentwouldbein linewith the
reductionswhichhaveoccurredin recentyears.

RELATED GOVERNMENTMEASURES

TheGovernmentis supportingthis legislationwith arangeofTCF industryassistancemeasures
whichtogetheraimto encourageinvestment,researchandinnovation,andtheachievementof
internationalstandardsin management,marketing,processes,andproductdesignandquality.
Theseassistancemeasures,whichareconsistentwith Australia’sWorldTradeOrganization
obligations,will beconcentratedin theperiodof thetariffpausefrom2000to 2005.
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CONSULTATION

TheIC conductedaninquiry into theassistancearrangementsfor theTCFindustries,receiving
submissionsfromawide rangeof affectedparties. A numberofDepartmentsmadesubmissionsto
theIC includingDFAT, TransportandRegionalDevelopment,andImmigration. Over150
submissionswerepresentedby firms directlyinvolvedin theTCFindustries. In addition,therewere
submissionsfromotherinterestedpartiesincludingall StateGovernments,manylocal Governments,
consumergroups,unions,primary industryrepresentativesandforeignGovernments. 4
Industryrepresentatives,localandstateGovernmentsemphasisedtheemploymentconsequencesofa
continuedprogramoftariff cutsandthedistortionsin worldtrade. Theconsumergroupsandsome
primary industryrepresentativespointedto thepotentialbenefitsfromlower pricesfor TCFgoods.

TheGovernmenttook thesesubmissionsandadditionalviewsinto accountwhenmaking itsdecision.

IMPLEMENTATION AND REVIEW

The Governmentwill reviewits tariffarrangementsin 2005,to takeaccountof Australia’sAPEC
conurntmentsandprogresson marketaccess.This reviewwill alsoprovidetheGovernmentwith an
opportunityto monitortherelativeprogressthatothercountriesaremakingtowardmeetingtheir
commitments.

S

S
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CUSTOMS TARIFF AMENDMENT BILL (No. 6)1997

NOTES ON CLAUSES

A Bill for anAct to amendthe CustomsTariffAct1995.

Clause 1 - Short Title - CustomsTariffAmendmentBill (No. 6)1997

Clause 2 - Commencement

Subclause1 - Clauses1, 2and3 commenceon the dayon which this Act receivesthe
RoyalAssent

Subclause2 - Schedule1 is taken to havecommencedon 3 July 1997.

Subclause3 - Schedule2 is taken to have commencedon 1 September1997.

Subclause4 - Schedule3 commenceson 1 July 1998 immediately after the amendments
ofthe CustomsTartffAct1995 madeby Schedule5 to the CustomsTariff
AmendmentAct(No. 2)1997.

Clause3 - This clauseis the formalenablingprovision for theSchedulesto the Bill, providing that
eachAct specifiedin the Schedules(in this casetheCustomsTariff Act only) is amendedin
accordancewith theapplicableitems of the Schedules. The clausealsoprovides that the other items
of the Scheduleshaveeffectaccordingto their terms. This is astandardenablingclausefor
transitional andsavingsitems in amendinglegislation.

Clause4 - This clauseis the formal application provision prescribing that the amendmentsto a
heading or subheadingof Schedule3, or to an itemof Schedule4 to the CustomsTar~[fAct1995 are
applicable on andfrom the dayofcommencementlisted in the Schedulesof thisBill.

Schedule1 provides that theamendmentin this Scheduleis taken to havecommencedon and from
3 July 1997.

Covers- This changewasnotified in SpecialCommonwealthGazetteNo. S261 on
2 July 1997andwasformally tabled in the HouseofRepresentativesas
CustomsTariff ProposalNo. 5 (1997)on 20 August 1997.

The amendmentreducesby 0.6 centsperlitre the Customsduty onaviation
gasoline. The Customsduty onaviation gasolinecontainsacomponentto
recover the aviation industry’s contribution to thecostsofaviation terminal
and enroute navigationalservicesprovided by AirservicesAustralia.

Prior to the lastelection,the Govenunent gaveacommitment to freezethe
airways componentof aviation gasolinein 1996/97,exceptfor movementsin
the ConsumerPrice Index, while working towardsthe implementation ofa
fairer systemoffundingfor the generalaviation sector’s contribution to
AirservicesAustralia.

In reviewing the costsofproviding aviation terminal andenroute navigational
servicesfor 1997/98,the Government has acceptedthe recommendationof
AirservicesAustralia to reducethe duty componenton aviation gasolineby
0.6 centsper litre. This representsa5% decreasein realterms.



10

Schedule2provides that theamendmentsin this Scheduleare takento havecommencedonand from
1 September1997.

Covers- Thesechangeswere tabled in the Houseof Representativesin CustomsTariff
ProposalNo. 7(1997)on 3 September1997.

hi the “Building a CompetitiveAustralia” initiatives of 12 March 1991,the
then Government announcedthat the general rate of duty for passengermotor
vehicles(PMV) andcertain original equipment andreplacementcomponentry
for PMV would phase-downto 15% by 1 January2000.

On 4August 1996,the Treasureraskedthe Industry Commissionto inquire
into thepassengerand light commercialvehiclesectorsandthe component
sector, including bothoriginalandaftennarketcomponents,ofthe automotive
industry.

The Industry Commission,on completing its inquiry, presentedits Report titled
“The Automotive Industry” - Report No. 58 - to the Treasurer on26 May 1997.

Following receipt ofthis Report and further representationsfrom automotive
manufacturers,the Government decidedto reducethe general rate of duty on
PMV andcertain componentsfor PMV from 15% to 10% onandfrom
1 January2005.

Peripheralamendmentscontainedin this Scheduleare:

• themaintenanceofthemarginof preferencefor goodsmanufacturedin a
countryor countrieswith whichAustraliahasa trade agreementie.
Canada,ForumIsland Countriesetc. exceptwherethe rate ofduty hasbeen
reducedto Free.

• thecontinuanceofthe phase-outofthemargin of preferencefor
thosecountries(the more advanceddevelopingcountries and
places)listed in Divisions 1 and2of Part2 of ScheduleIto the
CustomsTariffAct1995.

The amendmentsimplementthefollowing changesfrom 1 January2005 -

• AmendmentNo. 1 reducesthe general rate ofduty onPMV componentry
classifiedto oneofthe listed tariff subheadingsfrom 15% to 10%. The 10%
rate for developingcountriesis maintainedfor the more advanced
developingcountries,but for thelessdevelopedcountries the rate falls from
10%to 5%. lntwo instances,for subheadings8483.60.10and 9032.89.11,
the generalrate of duty will be reducedfrom 13% to 10%. This is because
the 15% rate legislatedin 1991 will be further reducedto 13% on 1 January
1999under Australia’s commitment to theWord Trade Organization.

• AmendmentNo. 2 reducesthe general rate of duty on new PMVsand
certain componentryclassifiedto oneofthe listed tariff subheadingsfrom
15%to 10%. The 10% rate for developingcountries is maintainedfor the
more advanceddevelopingcountries,but for the lessdeveloped
countriesandForum Island countriesthe rate falls from 10% to 5%. The
Canadianratewill reducefrom 7.5% to 2.5%.
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• AmendmentNo. 3 reducesthegeneralrateofduty on certainPMV
componentiyclassifiedto oneof thelistedtariff subheadingsfrom 15%to
10%. The 10%ratefor developingcountriesis maintainedfor themore
advanceddevelopingcountries,butfor thelessdevelopedcountriestherate
falls from 10%to 5%. TheCanadianratewill reducefrom7.5%to 2.5%.

• AmendmentNo. 4 reducesthegeneralrateof dutyon certainPMV
componentlyclassifiedto oneofthelistedtariff subheadingsfrom 15%to
10%. The10%ratefor developingcountriesis maintainedfor themore
advanceddevelopingcountries,but for thelessdevelopedcountriestherate
falls from 10%to 5%. TheCanadianratewill also reducefrom 10%to 5%.

• AmendmentNo. 5 reducesthegeneralrateof dutyoncertainPMV
componentryclassifiedto oneofthelistedtariff subheadingsfrom 15%to
10%. The 10%ratefor developingcountriesis maintainedfor themore
advanceddevelopingcountries,butfor the lessdevelopedcountriesthe rate
falls from 10%to 5% TheCanadianratewill reducefrom 5%to Free

• AmendmentNo. 6 reducestherateof duty on usedor secondhand
PMVs classifiedto oneofthelistedtariff subheadingswhichattractafixed
rateof $12000for eachvehicleof anyoriginplus anadvaloremrateof
duty. Thefixedrateof $12 000 remainsunchanged.Theadvalorem
portionof thegeneralrateof duty reducesfrom 15% to 10%. The 10%
ratefor developingcountriesis maintainedfor themore advanced
developingcountries,butfor thelessdevelopedcountriesandForumIsland
countriestheratefalls from 10%to 5%. TheCanadianratewill reduce
from 7.5%to 2.5%.

Manynon-PMVgoodsareclassifiedto thesametariff classificationsasPMV
components.They wouldcurrentlyattractthe 15%rateofduty applicableto
PMV goodsbutfor item 53 in PartIII of Schedule4to theCustomsTariffAct
1995. Item 53 is theadministrativemeansby whichnon-PMVgoodsareable
to beenteredatthegeneralmanufacturingrateof 5 percent.

• In AmendmentNo. 7, a finishing dateof 31 December2004 is insertedin
item 53. This is thelastdayonwhichthe 15%rateof dutywill be
applicableto PMV components.

• AmendmentNo. 8 insertsasimilar administrativeprovisionin thenew
item 53Awhichwill commenceon 1 January2005.Onthis datetherateof
dutyon PMV andPMV componentrywill phase-downfrom 15%to 10%.
Item 53A will provideaphase-downfromthenewPMV rateof 10%to the
generalmanufacturingrateof 5%for non-PMV goods.Thenewitem
containsalist of tariff classificationscoveringtextiles, clothingand
footweargoods(TCF)whichareexcludedfromclaimingthephase-down.
It is Governmentpolicy thattheseTCF goodsbeenteredattheir substantive
(10%) rateof duty.

Schedule3 providesthattheamendmentsin thisScheduleshalloperatefrom 1 July 1998

Covers- Theamendmentscontainedin this ScheduleimplementtheGovernment’s
decisionin relationto IndustryCommissionReportNo. 59of
9 September1997 titled“TheTextiles, ClothingandFootwearIndustries”.
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On9 December1996,theTreasurerdirectedtheIndustryCommissionto
inquire into andreporton theTCF industry. HeaskedtheCommissionto
reportonearlystageprocessingofraw materials,top-makingandtanningand
highervalue-addedmanufacturing,including spinning,knitting, weaving,
fabricandleatherdyeingandfinishing.

Following receiptof theReportandhavingconsideredfurthersubmissions
from industryorganisations,theGovernmentdecidedtheexistingtariff
phasingregimeson TCFgoodswouldcontinuethroughto 1 July 2000. These
duty levelswill bemaintaineduntil 1 January2005whentariff rateswill
reduceto 17.5%forclothingandfinishedtextiles;to 10%for cottonsheeting
andfabrics,carpetandfootwear;andto 7.5%for sleepingbags,table linenand
footwearparts.

Thechangesmaintainthemarginsofpreferencefor goodsmanufacturedin a
countryorcountrieswith whichAustraliahasatradeagreementie. Canada,
ForumIslandCountriesetc.exceptwheretherateof dutyhasbeenreducedto
Free.

Theamendmentsimplementthefollowing specificchanges-

• AmendmentNo. 1 reducesthegeneralandmoreadvanceddeveloping
countryratesof dutyonclothingandotherfinishedtextilegoodsfrom 25%
to 17.5%. Therateof duty for lessdevelopedcountriesfor thesame
subheadingswill reducefrom 20%to 12.5%. Thetariff subheadings
to whichthesereductionsapplyaredisplayedin thelist to AmendmentNo. 1.

• AmendmentNo. 2 reducestheratesof dutyon pantyhoseof tariff
subheading6115.11.10from thegeneralandmoreadvanceddeveloping
countryrateof25%to 17.5%. Thelessdevelopedcountryrateof 20%
phasesto 12.5%andtheCanadianratefrom 15% to 7.5%.

• AmendmentNo. 3 reducesthegeneralandmoreadvanceddeveloping
countryratesof duty oncottonsheeting,certainfabricsandfootwearfrom
15%to 10%. Thelessdevelopedcountryrateof 10%will reduceto 5%.
Thetariff subheadingsto whichthesereductionsapplyaredisplayedin the
list to AmendmentNo. 3.

• AmendmentNo. 4reducesthegeneralandmoreadvanceddeveloping
countryratesofduty on carpetsoftariff subheading5705.00.90from 15%
to 10%. Thelessdevelopedcountryrateof 10%will reduceto 5%and
theCanadianratefrom 5%to Free.

• AmendmentNo. 5 reducesthegeneralandmoreadvanceddeveloping I
countryratesofduty on certaintextilegoods(eg.bedlinen,curtains,
tarpaulins,sleepingbags)from 10%to 7.5%. Theless developedcountry
rateof 5%will reduceto 2.5%. Thetariff subheadingsto whichthese
reductionsapplyaredisplayedin thelist to AmendmentNo. 5.

• AmendmentNo. 6reducesthegeneralandmoreadvanceddeveloping
countryratesofduty oncertaintextile goods(eg.knittedor crocheted
fabrics,tents,etc) from arateof 10%to 7.5%. Thelessdevelopedcountry
rateof 5%will reduceto 2.5%. ThenewCanadianrateofduty will be
Free. Thetariff subheadingsto whichthesereductionsapplyaredisplayed
in thelist to AmendmentNo. 6.
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• AmendmentNo. 7reducesthegeneralandmoreadvanceddeveloping
countryratesof duty oncertainfootwearpartsfrom 10%to 7.5%. The
lessdevelopedcountryrateof5%will reduceto 2.5%andthe
Canadianrateof 7.5%to 5%. Thetariff subheadingsto which
thesereductionsapplyaredisplayedin thelist to AmendmentNo. 7.

• AmendmentNo. 8 amendsthelist of tariff headingsandsubheadings
in item 53A of PartIII in Schedule4 whichareexcludedfrom
claiming theconcessionalphase-downto the5%general
manufacturingrateof duty for non-PMV goods. Thenewlist of
excludedtariffsubheadingsarefor TCF goodswhichby amendments
containedin this Bill will phase-downto ageneralrateof 10%on
1 January2005. It is theGovernment’sintentionthat these
goodsshouldattracttheirsubstantive(10%)rateof duty.

Printed by Authority by the CommonwealthGoveii~mentPrier
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