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IMPACT OF CER ON AUSTRALIA’S GDP

While it is not possibleto estimatethe contribution of CER to Australia’s GDP
without undertakinglengthy and expensiveeconometricmodelling,we canassume
that thetradecreationeffectsof CERhad apositive impacton bothcountries’GDP.
In 1989 the Bureauof IndustryEconomicsestimatedthat CER would contribute
$A650 million annually to Australia’s GDP, and $Al.l billion annually to New
Zealand’sGDP. The greatergainsto New Zealandderivefrom the greaterscaleof
marketopportunitiesprovidedby the largerAustralianeconomy. However,we are
not familiarwith anyrecentresearchassessingthe contributionof CERto theGDP of
eithercountry.

Nonetheless,CER hasundoubtedlyhad an enormouslybeneficial impact on trans-
Tasmantrade. Two-waytradehasincreasedover 550 percentsinceCERwassigned
in 1983. Growthin tradehasaveraged9 percentin the lastdecade. Sincethe CER
Protocolon Tradein Serviceswassignedin 1988 two-way investmenthasincreased
by about170 percent. Australia’sexportsto New Zealandhavegrownmorerapidly
thanour exportsto otherdestinations,eventhoughthe New Zealandeconomyhas
grownrelatively slowly since1990.

The compositionof Australia’sGDP indicatesthe significanceof this expansionin
trade. In 2003 exportsof goodsand servicescomprised18 per centof GDP, and
imports21.2percent. CERhasallowedAustralia’stradewith New Zealandto make
a growing contributionto this figure. In 2003New ZealandwasAustralia’s fourth-
largestmerchandiseexportmarket,taking 7.6 percentof ourmerchandiseexports.
This showsanincreaseof 2.6 percentsince1992. New ZealandwasalsoAustralia’s
sixth-largestsourceof merchandiseimports, supplying2.7 per centof the total. In
addition, in 2003 7.3 per centof Australia’sservicesexportswent to New Zealand,
while 5.5percentofAustralia’simportsofservicescamefrom NewZealand.

However,manyfactorshavecontributedto thestronggrowthin trans-Tasmantrade,
includingunilateraltariff reductionsmadeindependentlyof CER,culturalsimilarities,
peopleflows, geographicproximity andregulatoryliberalisationmeasuresintroduced
separatelyto CER. The influence of thesefactors diminishes the capacityof
economicmodellingto isolateCER’scontributionto GDP.


