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DearDr r~r~J)
I referto yourletterof 16 August2006,addressedto theformerMinisterforTrade,the
HonMark Vaile MP,concerningtheExchangeofLettersconstitutinganAgreementbetweenthe
Governmentof AustraliaandtheGovernmentofNew Zealandto amendArticle 3 ofthe
AustraliaNew ZealandCloserEconomicRelationsTradeAgreement(ANZCERTA)of
28 March 1983.

I notethat Mr Vaileprovidedyou with aninterim responseon 13 September2006 in whichhe
advisedthathewouldseektheviews oftheMinisterfor Industry,TourismandResources,the
HonIan MacfarlaneMP, on therepresentationsmadeto theJSCOTby Albright andWilson
(Australia)Ltd requestingthatthecurrentANZCERTAregionalvaluecontent(RVC) rule of
origin (ROO) beappliedexclusivelyto tariff category3402.20duringthe 5-yeargrandfathering
periodproposedunderthenewANZCERTAROO. Sincethen,Mr Vaile hasalso writtento the
New ZealandMinisterofTrade,theHonPhil GoffMP, seekingNewZealand’sviewson the
company’srequest.Consultationshavealsobeenundertakenwith industryassociationson the
company’srequest.

As you areaware,theMinisterfor Industry,TourismandResources,Mr Macfarlane,andthe
formerMinisterfor Trade,Mr Vaile, announcedon 3 February2006thatagreementhadbeen
reachedwith New Zealandto adoptnewRulesof Origin (ROO) undertheAustraliaNew
ZealandCloserEconomicRelationsTradeAgreement(ANZCERTA)basedonachangeoftariff
classification(CTC) approach.TheproposednewANZCERTA ROG is theresultofarigorous
process,includinga studyby theProductivityCommission,extensiveconsultationswithin the
AustralianGovernmentandwith Australianindustry,andlengthynegotiationswith the
NewZealandGovernment.Any furtherchangesto theproposednewROG would require
agreementby theNZ GovernmentandAustralianindustry.
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The ProductivityCommission’sresearchreporton ANZCERTAROG,releasedon 28 May2004,
concludedthattheROGwereoutdatedandactedasaconstrainton furthertrans-Tasmantrade.
Thereport foundthatthecurrentROGhadnotkeptpacewith changesin technologyandthe
organisationofproduction,whichhadtheeffectof reducingefficiencyandimposingeconomic
costson both sidesoftheTasman.In addition,thecurrentROGwereseenastime-consuming
andadministrativelyburdensomeasindustryhadto makespecialcalculationsto confirm
productsmettheROO. TheCommissionalsonotedthat compliancecostsincurredby firms in
meetingtheROOrequirementscouldbe significant. For example,somefirms needed
supplementaryaccountingproceduresto meetinformationrequirementsandmonitorcompliance
with origin rules. TheROOalsocreateduncertaintyaboutwhethera firm satisfiedthethreshold
requirementswhich aresensitiveto thepriceofmaterialsand exchangerates.

Extensiveindustryconsultationsconductedthroughouttheperiodofbilateralnegotiationson the
newANZCERTAROGconfirmedbroadindustrysupportfor theCTC-basedROG arrangements.
IndustryrecognisedthattheproposednewANZCERTA ROOarrangementswould simplify the
rules fortrans-Tasmandutyfreetrade,reducecompliancecostsfor business,enhance
transparencyandefficiencyin theadministrationoftheROOandcontributeto increased
trans-Tasmantrade. Adoptinga CTC-basedapproachwould alsobring ANZCERTA ROOinto
line with Australia’smorerecentfreetradeagreements.

My departmentandtheDepartmentofIndustry,TourismandResourcesandtheDepartmentof
Agriculture,FisheriesandForestryundertookindustry-wideandindividual company
consultations.IndustrygroupsconsultedduringthedevelopmentoftheproposednewROO
includedtheDistilled Spirits IndustryCouncil of Australia(DSICA), Confectionery
ManufacturersofAustralasia(CMA), Dairy Australia,Wine andBrandyCorporationandWine
Makers’Federation,theAustralianIndustryGroup (AIG), AustralianSeafoodIndustryCouncil,
NationalAssociationfor ForestIndustries,AustralianPlantationProductsandPaperIndustry
Council (A3P), AustralianPork,QueenslandSugar,HorticultureAustralia,NationalFarmers’
Federation,theAustralianFoodandGroceryCouncil (AFGC), thePlasticsandChemicals
IndustryAssociation(PACIA), AustralianElectricalandElectronicManufacturersAssociation
(ABEMA) andtheFederationofAutomotiveProductsManufacturers(FAPM).

I havebeenadvisedthattheAustralianIndustryGroupinformedall its members,including
Albright andWilson,ofpotentialchangesto ANZCERTAROGin its newsletterin
December2004. Theproposalwasalsopromotedon theDFAT andtheDepartmentof
Agriculture,FisheriesandForestrywebsitesandin newspaperadvertisementsin TheAustralian
andtheAustralianFinancialReviewon 16 and22 July 2005respectively.

Following therepresentationsreceivedby Mr Vaile from Albright andWilson,my department
andtheDepartmentofIndustry,TourismandResourcesconsultedfurtherwith thecompanyand
UnileverAustralasia(Albright andWilson’s customerfor sodiumtripolyphosphate),aswell as
with industryassociations,ACCORD AustralasiaandtheAustralianIndustryGroup(AIG). The
companiesinvolved aremembersof thesetwo associations.

During thoseconsultationsno clearAustralianindustryview emergedon the specificissueof
whetherto retainexclusivelythecurrentROOfor tariff item 3402.20. As youknow,Albright
andWilsonbelievesthatif theproposedchangeoftariff classification(CTC)-basedROOfor
tariff item3402.20is introduced,this mayleadto afactoryclosureandthelossof 65 jobs in
Yarraville, Victoria.



On theotherhand,UnileverAustralasiasupportsthenewCTC-basedANZCERTAROOfor
tariff item3402.20andarguesthatundertheexistingROOit will struggleto remainprice
competitivein theAustralianmarket. This couldcostthecompanyits role in supplyingthe
Australia-NewZealandmarket, threateningjobs onboth sidesoftheTasman.I understandthese
pointswereoutlinedin Unilever’ssubmissionto JSCOTdated8 September2006.

Albright andWilson’s requestwasalsodiscussedby AustralianandNewZealandMinisters at
the2006CERMinisterial Forumon 20 September2006. Following theForum,Mr Vaile wrote
to NewZealandTradeMinisterPhil Goffseekingviewson whetherNew Zealandwould
entertaintheproposalby Albright andWilsonto deferadoptionofthenewANZCERTA rulefor
tariff item 3402.20for up to five years.

Mr Goff repliedthatNewZealandwasnot in apositionto acceptthe suggestionthat the CER
ROOfor tariff item 3402.20berenegotiatedatthis stage.Mr Goffhighlightedthatthe
negotiationson thenewANZCERTAROOhadbeenlong, complicatedandattimessensitive,
andhadincludedwide consultationswith industry. New Zealandwasnot fully satisfiedwith
everyaspectofthe final agreement,but acceptedit asapackagebecausetheCTC ROO
conferredsignificantbenefitson botheconomies.Henotedthatone ofthekeyreasonsfor
adoptingaCTC-basedROOwasto allowmanufacturersof finishedexportproductsmore
flexibility to sourceinputsglobally, thusmaking themmore internationallycompetitive.

Mr Goff alsonotedthattherequesthadimplicationswhichwentbeyondthecaseofthe
particularcompany.Henotedthattheproposedimplementationdateof 1 January2007had
beensignalledto firms on bothsidesof theTasman.Any delaywould, therefore,havea
detrimentalimpacton firms which hadmadebusinessdecisions,suchasinvestmentand
purchasing,on thebasisoftheproposednewROO.

In view ofthestrongoverallbenefitsof adoptingnewCTC-basedANZCERTA rulesoforigin,
theadvicefrom theNew ZealandGovernment,andthefact thatthereis no clearindustryview
on therequestfrom Albright andWilson, I believeit is notpossibleto respondpositivelyto the
company’srequestto retainexclusivelytheexistingANZCERTARVC ROOfor tariff item
3402.20. My colleague,theMinisterfor Industry,TourismandResourcesagreeswith this
position.

I amnot awareofanyotherAustraliancompanieswith tradecontactsin New Zealandthat could
potentiallybenegativelyaffectedby theissuesraisedby Albright andWilson. As I havesaid,
Australianindustrywasconsultedextensivelyduringthedevelopmentoftheproposednew
ANZCERTAROO. It is, however,notpossibleto know theindividual circumstancesof every
companyin Australiawhich tradesacrosstheTasman.

Yourssincerely

WARRENTRUSS


