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DearDr Caner

AUSTRALIA-NEW ZEALAND CLOSER ECONOMIC RELATIONS TRADE
AGREEMENT

Thankyou for your letterof 17 May 2006concerningthereviewof theAustralia-NewZealand
CloserEconomicRelations(CER) TradeAgreementthat is currently beingundertakenby theJoint
StandingCommitteeon ForeignAffairs, DefenceandTrade.

Your letteraskedmeto providetheCommitteewith a statementsummarisingtheAustralian
perspectiveon theSingleEconomicMarket (SEM) initiative.

A descriptionofthemain featuresoftheSEM and its relationshipto thebroaderCER processis
attachedto this letter.

DuringtheCommitteehearings,Mr CameronThompsonMP soughtinformationon theflow of
migrationbetweenAustraliaandNew Zealand. I agreedto takethequestionon noticeto obtain
actualstatistics. Basedon official ABS statistics:

In 2003-04:

— 13,685AustralianpermanentresidentsdepartedAustraliafor New Zealandwith the
intentionof residingthere;

— 14,420peoplecameto Australiafrom New Zealandwith the intentionof residinghere;

— thusthereappearsto havebeenanet flow of 735 permanentresidentsto Australiafrom

NewZealandin 2003-04.
In 2004-05:

13775AustralianpermanentresidentsdepartedAustraliafor New Zealandwith the
intentionofresidingthere;

— 17,350peoplecameto Australiafrom New Zealandwith the intentionofresidinghere;

thus thereappearsto havebeenanet flow of 3,575 permanentresidentsto Australia
from New Zealandin 2004-05.
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Cautionneedsto be exercisedwheninterpretingthefiguresas theywill not includemigrantswho
failed to takeoutpermanentresidencyandreturnedto their countryoforigin afterseveralyears.
Furthermore,thereis no evidenceto suggestthatthesharpincreasein thenet flow to Australiain
2004-05will continuein the future.

Yours sincerely

/~7)
I ~

Jim Murphy
ExecutiveDirector
MarketsGroup

Enc.



THE SINGLE ECONOMICMARKET (SEM) INITIATIVE BETWEEN AUSTRALIA AND
NEW ZEALAND

TheSingleEconomicMarket (SEM) initiative emergedfrom ameetingin January2004between
Australia’sTreasurerandNew Zealand’sFinanceMinister. It wassubsequentlyendorsedby the
PrimeMinistersofbothcountries. SEM encompassesarangeofareastat areintendedto reduce
regulatorycompliancecostsandinefficienciesincurredby AustralianandNew Zealandbusinesses
thathavea commercialpresenceon both sidesoftheTasman. Its aim is to movetowardsthe
creationof a seamlessregulatoryenvironmentfor businessesthat havea commercialpresenceon
bothsidesoftheTasman.This shouldhaveflow-onbenefitsfor investorsandconsumers.

TheSEMinitiative is beingpursuedunderthebroaderumbrellaofCloserEconomicRelations
(CER) betweenAustraliaandNew Zealand.CERis a seriesofagreementsand arrangementsthat
beganin 1983 with thesigningof theAustralia-NewZealandCloserEconomicRelationsTrade
Agreement(ANZCERTA). Theinitial focusunderANZCERTAwason removingbarriersto
cross-bordertradein goods. This hasbeenachievedthroughtheeliminationoftariffs andother
quantitativerestrictions,mutualrecognitionofproductstandardsandothertradefacilitation
measuressuchascustomsandquarantinecooperation(althoughbothcountriesmaintaintheirown
quarantineproceduresin accordancewith theirrights andobligationsunderWorld Trade
Organization(WTO) rules(particularlytheWTO Agreementon Sanitaryand Phytosanitary(SPS)
Measures).A Tradein ServicesProtocolwasaddedto ANZCERTA in 1989which hasremoved
bafflersto almostall trans-Tasmantradein services.Negotiationsarecurrentlyunderwaywith
NewZealandon addingan investmentprotocolto ANZCERTA which is aimedat encouragingand
furtherliberalising investmentbetweenthetwo countries.

Overtime, thefocusofthebroadCERagendahasevolvedfrom goodsto services,investmentand
themovementof naturalpersons.With mostofthetradegoalsmet, theCER workprogramis now
addressing“third generation”tradefacilitation issueswhich canfosterclosereconomicintegration
throughregulatoryharmonisation,therebycreatinga morefavourableclimatefor trans-Tasman
businesscollaboration. Thefocushasshifted from restrictionsat theborder(e.g. goodstariffs) to
the impactofmeasurescontainedin eachcountry’sdomesticregulatoryframework(e.g. capital
marketregulations).This will reduceregulatorycompliancecostsfor businessesthat havea
commercialpresencein both AustraliaandNew Zealand.This alsoinvolvesamuchdeeperlevel of
integrationthanis likely to be achievedin Australia’sotherbilateral tradingrelationships.CER is,
therefore,morethanafreetradeagreement,coveringalmostall aspectsoftheAustralia-New
Zealandtradeandeconomicrelationship.

In 2003,PrimeMinistersHowardandClark expressedsupportfor stepping-uptheCER agendaand
deepeningAustralia-NewZealandeconomicrelationsby harmonisingregulationsin eachcountry
to easetheregulatoryburdenon companiesoperatingin bothcountries.TheSEM initiative is a
responseto thegrowingrangeoftrans-Tasmanbusinessesthathavesubstantialoperationsin both
AustraliaandNewZealandandare,therefore,potentially subjectto two regulatoryframeworks
governingdifferentaspectsoftheirbusinessoperations.Theinitiative recoguisesthatthemost
significantbarriersto cross-borderactivitiesareno longerborderrestrictionssuchastariffs, but so
calledbehind-the-bordermeasuresthat impactdifferentlyon AustralianandNewZealand
companiesin eachjurisdiction. Theneedto comply with two regulatoryframeworkscanimpose
significantadditionalcompliancecostson Australianbusinessesoperatingin New Zealandand
New Zealandbusinessesoperatingin Australia.

It hasbeenpossibleto addresssomebehind-the-bordermeasuresby establishingajoint standards-
settingframeworkcoveringbothAustraliaandNewZealand.This hasbeendonein relationto
food standards.Work is now underwayon a singleregulatoryframeworkgoverningtherapeutic



productsin AustraliaandNew Zealand. In othercases,theAustralianandNewZealand
governmentshaveagreedto harmonisetheirlaws,or atleastto makethemsubstantiallythesame.
This hassometimesoccurredasaresultof internationalregulatorydevelopments,suchasour
adoptionofInternationalFinancialReportingStandards.Anotherexampleis NewZealand’s
adoptionofasimilar regulatoryframeworkgoverningtakeoversin thatjurisdiction.

Thereis likely to be greaterscopefor coordinationandharmonisationin thefuture,however,
AustraliaandNew Zealandarelikely to retaindifferentregulatoryframeworksin manyareas. In
thesecases,SEM caninvolve mutualrecognitioninitiatives. Undertheseinitiatives, thetwo
countriesagreeto recognisethefunctionalequivalenceof oneanother’sregulatoryregimes. An
existingexampleofthis is theTrans-TasmanMutual RecognitionArrangement(TTMRA), which
involvesmutualrecognitionofproductstandardsandprofessionalqualificationsthat apply in one
countryto applyin theother. A morerecentinitiative is themutualrecognitionarrangement
governingoffersofsecuritiesin eachcountry.

Othercurrentinitiatives for bettercoordinationinclude:

• theTrans-TasmanCouncil on BankingSupervision;

• theTrans-TasmanAccountingStandardsAdvisory Group,which regularlyconsidersissues

relatingto financialreportingby companiesoperatingin bothjurisdictions;and
• workbeingundertakenon reducingthenumberofdocumentsthat needto be lodgedin

Australiaby New Zealandcompaniesregisteringasforeigncompaniesin Australia

Thereis alsosubstantialscopefor cooperationbetweenbusinesslaw regulatorsin Australiaand
New Zealand.This helpsto ensurethatdifferentnationalregulatoryframeworksareadministered
in waysthat recognisethelevel ofcommercialintegrationin thetrans-Tasmanmarket. Examples
include:

• therecentagreementto enhancecooperationin bankingsupervisionbetweenprudential
regulatorsin AustraliaandNewZealand;

• theMemorandumofUnderstandingon BusinessLaw whichprovidestheframeworkfor
coordinationofbusinesslaw betweenAustraliaandNew Zealand,andproposesan extensive
work programmeto increasetrans-Tasmancoordinationin businessregulation;and

• theAustralianCompetitionandConsumerCommissionandtheNew ZealandCompetition
Commissionhaveagreedto developaprotocolto enhancetheir cooperationin respectof
dealingwith applicationsfor approvalof trans-Tasmancorporatemergers.

TheAustraliaNew ZealandLeadershipForumwhich meetsannuallyandinvolvesseniorbusiness
leaders,Ministers,academicsandothercommunityleadersfrom bothcountriesstronglysupports
theSEM initiative.

TheSEM agendacoverscomplexanddiverseissuesofbusinessregulationfrom bankingto
consumerlaw, from securitiesofferingsto accountingstandards.Theultimateobjectiveof SEM is
to achieveatrans-Tasmanregulatoryenvironmentin which businessescan, if theychoose,operate
in AustraliaandNew Zealandwith only minimal additionalregulatoryandcompliancecosts.

Thisstatementhasbeenpreparedby Treasuryin consultationwith theDepartmentofForeign
Affairs and Trade.


