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 Opinion Piece 

Cost of Protectionism 

        
 

Two recent articles highlight the challenges facing regulators in an environment of heightened tension 

on trade wars and protectionism 

https://www.theage.com.au/business/companies/why-a-tiny-screw-caused-big-problems-for-apple-

20190129-p50u7a.html 

https://www.theage.com.au/business/companies/aussie-steel-faces-downturn-as-trump-bump-

fades-and-china-fears-grow-20190125-p50tk1.html 

The first article highlights the impacts of protectionist settings on effective supply chains to ensure  

manufacturing competitiveness. This was a dilemma for Australia’s auto sector and is presently faced 

by the ‘thin industries’ of Australian manufacturing. 

In the second article, the impact of inflated input costs on manufacturers such as General Motors and 

Ford (not to mention other manufacturers such as Harley Davidson, Caterpillar, Whirlpool, Apple and 

Stanley Black & Decker) is instructive. 

Australian Perspective 

As a country that prides itself on its free market credentials, Australia’s challenge is whether the      

overt attention to raw steel protection delivers the economic outcome of ‘government failure’ whereby    

downstream sectors of the Australian market are adversely affected. 

In Australia, costs to Australian manufacturers are adversely affected by floor prices or other duties on 

their raw steel inputs. 

Rhetoric v Reality? 

Whilst Liberty have expressed disappointment about the rise of protectionist policies around the world, 

a 2015 analysis by Steel First indicates Australia as the most prolific initiator of anti-dumping cases.  

This trend has continued since.  

https://www.theage.com.au/business/companies/why-a-tiny-screw-caused-big-problems-for-apple-20190129-p50u7a.html
https://www.theage.com.au/business/companies/why-a-tiny-screw-caused-big-problems-for-apple-20190129-p50u7a.html
https://www.theage.com.au/business/companies/aussie-steel-faces-downturn-as-trump-bump-fades-and-china-fears-grow-20190125-p50tk1.html
https://www.theage.com.au/business/companies/aussie-steel-faces-downturn-as-trump-bump-fades-and-china-fears-grow-20190125-p50tk1.html
https://www.google.com.au/imgres?imgurl=http://findallelectricaljobs.com.au/upload/news/logo/original/1287551639_1474613321.jpg&imgrefurl=https://www.wattelectricalnews.com/NEWS/Qld-looks-to-grow-manufacturing-sector/33779&docid=MsA8PJMvPmeitM&tbnid=h4mnshUxB
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Rhetoric v Reality cont: 
  

 

In the Australian context, Liberty is the most active user of the anti-dumping system, across all products 

and materials, representing over half of all AD applications. 

In relative production capacity terms, a reasonable question is whether Liberty’s Australian operations 

are the most active seeker and beneficiary of anti- dumping protection in the world? 

Protectionism: On what basis? 

Considering what constitutes anti-dumping actions, pipe and tube or HSS as it is referred to, a recent 

case (ADC 320) is instructive. 

In this case against imports of HSS from the UAE & India, the ADC noted: 

• That the five major importers accounted for 91 per cent of the imports. 

• That One Steel Trading (now Liberty) was one of the five major importers (this excludes any     

indirect imports on their behalf). 

This was reinforced by one UAE supplier to Onesteel lamenting immediately following the Investigation 

period that they were owed $2.3 million, reflective of significant import volumes. 

Figure 1: Trade cases by Country 
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Protectionism: On what basis? cont: 

Nevertheless, One Steel Trading, whilst notified of the investigation, did not participate. 

That 85% of the imports were hot dipped galvanized CHS (HDGP), a product that ceased production in 

Australia in August 2011. 

That Onesteel sales of a `like’ product offered as a substitute meant resulting in the ADC considering 

any  claims of injury were immaterial because of its small volume of sales of these goods. 

Nevertheless HSS (including HDGP) continues as the most prevalent product subject to trade measures. 

On recent reports HSS constituted 34 per cent of steel AD cases and 28 per cent of all AD investigations 

- an enormous drain on Australia’s anti- dumping resources. 

ACCC 

Questions the ACCC may wish to consider in light of the recent Harper Review and assessment of the 

‘effects’ on competition may include: 

• Whether the offering of a small volume of a claimed ‘like’ product is simply for the benefit of   

resultant  anti-dumping protection afforded? 

• Whether the benefits delivered by `trade measures’ protection have afforded competitive           

advantage to one (foreign owned) importer over other Australian importers? 

                       

                          Figure 2 Benefit of Trade Measures 

 

• To what extent has this advantage contributed to an ability to purchase competitors? 

• What are the market control considerations regarding the ability to purchase competitors versus 

long standing refusal to supply? 

• Whether a Section 87B Undertaking is again warranted to curtail use of Australia’s anti-dumping  

 regulations with anti-competitive effects? 

Separately a national interest test, included as part of assessing anti-dumping applications, is one     

overdue mechanism to provide balance and ensure the challenges of protectionism confronting U.S  

manufacturers do not overwhelm Australia’s fragile manufacturing sector.  

Australia’s trading partners have already implemented a National Interest Test. 

Why and for whom are we holding out? 
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Trade Credit  

What Was The $64 Million Dollar Question Of 2018? 

On September 10 1950, the NBC quiz show ‘Take-it-or-leave-it’ changed its name to ‘The $64       

question’. The contestant was asked 7 questions, the first one being worth $1 and the final seventh 

question worth $64. 

With inflation, the game show increased its prize money to $64,000 and maybe if the show was still on 

the air today it would have inflated further to the ‘$64 million dollar question’? 

In 2018, $64 million was an important number for NCI and its clients. $64 million was the value of all 

claims paid to our clients for bad debts they had incurred throughout the year.  This is a significant 

amount of cash inserted straight back into businesses to continue to operate, pay salaries and maintain 

profits. 

The flabbergasting statistic relating to these claims paid is that (based on a 5% profit margin)          

businesses would have had to make a further $1,280,000,000 in additional sales simply to recover lost 

profits. 

Credit insurance is still a relatively unknown product to businesses in Australia and New Zealand.    

Savvy large corporates, private businesses and SME companies, that have considered and assessed 

trade credit insurance, find it an affordable and important product to protect their business and profits 

and allow them to sleep better at night knowing their credit risks are covered. 

So what will your bad debts cost you in 2019? $64? 64,000? or $64 million?  

Trade Forum Update 

 
There have been no meetings as yet of the International Trade Remedies Forum for 2019. 

 

The present status of Anti-Dumping Cases is available:  
 

https://www.adcommission.gov.au/cases/Pages/default.aspx 

https://www.adcommission.gov.au/cases/Pages/default.aspx
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In July 2017, Standards Australia  launched an open process seeking market terms on distribution. 

Standards Australia and SAI Global have recently renewed an agreement that provides for a further term 

of 5 years from 16 December 2018, in certain circumstances, on “market terms”.   

 

We note reports that standards subscriptions have since increased by over 200 per cent! We do not     

consider such increases on `market terms’.  

 

The Australian Steel Association welcome Standards Australia’s initiative to move beyond exclusive 

distribution arrangements to ensure a competitive environment for the supply of Australian standards to 

industry. 

 

Developments of future distribution models and different means of accessing standards are also welcome 

but the imperative needs to be on ensuring the availability of standards to Australian industry on       

commercial, competitive market terms. 

Standards  

 

 

 

   

Designation: AS 4671 Steel Reinforcing & Prestressing Material 

Current Stage: Pre-Public comment 

Status/Actions: The draft is has been edited and styled in preparation for public comment.  

Issues/Risks The project is currently delayed due to disagreement between members of the com-

mittee around informative content. Due to the level of disagreement it has been decid-

ed to schedule another meeting which has caused the project to breach its drafting cut-

off. The strategy is to resolve all issues at the final meeting in March and where con-

sensus cannot be reached on new content, this content will be stripped out. 

Designation: AS 4100 Steel Structures 

Current Stage: Pre-Public comment 

Status/Actions: The draft is has been edited and styled in preparation for public comment.  

Issues/Risks   

Designation: AS/NZS 2214 

Certification of welding supervisors - Structural steel welding 

Current Stage: Public comment closed 6th February 2019 

Status/Actions:     

Issues/Risks   

Standards - Project Status 
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Upcoming Events 

Australian Steel Association Annual General Meeting - March 2018 .  

Steel In the News 

Recent steel articles: 

1. Bluescope delivers $624M NPAT in 1H FY2019—Record $850M Underlying EBIT 

Australian Steel Products:  Underlying EBIT up 22 per cent on stronger steel spreads. Costs were higher 

due to short term operational instability and increased depreciation charges (internal cost issues). 

A stellar result that should put paid to any claims of Material Inquiry. 

2. Labor to announce post-merger review policy - 25th February 2019 

https://www.theage.com.au/business/the-economy/accc-to-review-mergers-under-alp-plan-to-aid-

competition-20190224-p50zus.html  

3. U.S steel’s winners, losers - 5th February  2019 

https://www.theaustralian.com.au/business/wall-street-journal 

Please contact ASA if unable to access this news item.

Why a tiny screw caused big problems for Apple - 29th January 2019 

https://www.theage.com.au/business/companies/why-a-tiny-screw-caused-big-problems-for-apple-

20190129-p50u7a.html 

5. Aussie steel faces downturn as ‘Trump bump’ fades and China fears grow - 29th January 2019 

https://www.theage.com.au/business/companies/aussie-steel-faces-downturn-as-trump-bump-fades-and-

china-fears-grow-20190125-p50tk1.html 

6. ‘Extraordinarily damaging’: Trump will be forced to back down on trade war, says UK minis-

ter - 21th August 2018 

https://www.theage.com.au/business/the-economy/extraordinarily-damaging-trump-will-be-forced-to-

back-down-on-trade-war-says-uk-minister-20180820-p4zynp.html

https://www.theage.com.au/business/the-economy/accc-to-review-mergers-under-alp-plan-to-aid-competition-20190224-p50zus.html
https://www.theage.com.au/business/the-economy/accc-to-review-mergers-under-alp-plan-to-aid-competition-20190224-p50zus.html
https://www.theage.com.au/business/companies/why-a-tiny-screw-caused-big-problems-for-apple-20190129-p50u7a.html
https://www.theage.com.au/business/companies/why-a-tiny-screw-caused-big-problems-for-apple-20190129-p50u7a.html
https://www.theage.com.au/business/companies/aussie-steel-faces-downturn-as-trump-bump-fades-and-china-fears-grow-20190125-p50tk1.html
https://www.theage.com.au/business/companies/aussie-steel-faces-downturn-as-trump-bump-fades-and-china-fears-grow-20190125-p50tk1.html
https://www.theage.com.au/business/the-economy/extraordinarily-damaging-trump-will-be-forced-to-back-down-on-trade-war-says-uk-minister-20180820-p4zynp.html
https://www.theage.com.au/business/the-economy/extraordinarily-damaging-trump-will-be-forced-to-back-down-on-trade-war-says-uk-minister-20180820-p4zynp.html

