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NEW ZEALANT -AUSTRALIA FREE TRADE AGREEMENT

Statement by New Zealand Representative at the
Council Meeting on G November

Cn 19 Cclober New Zea:and, on behalf of the New Zealand and Australian
Governments, notified the CONTRACTING PARTIES in accordance with paragraph T(2)
of Article XXIV that Australiz and New Zealand had concluded a firee trade
agreemens.

Before I outline the provisions of the Agreement it would, I think, be.
helpful to the Council if I exglained the reasons why Australia and New Zealand
decided to enter into a frec trade relationship.

The first and most cobvious reason is, of course, our geographical proximity.
This, and the fact that ocur development over the last 100 years alsc has been
remarkably similar in mpany ways, has meant that there zlready exists in the
economic sphere the infra-stiructure on which o free trade arrangement can be based.

Most of the banks operating in New Zealand, for exomple, also operate in
hustralia. Other finanecial institutions - particularly insurance companies and
stoek and station a2genciss - arc zlso common to both countrics.

Many other Naw Zezland companies have branches in Australics and, of course,

s
many Australian companies have branches or sihsidiaries in New Zealand.

During the first days of New Zcaland's trading history, Australia was our
main trading partner ond since thot time our commercizal relationships have
remained close. Since 1822 in fact trade has been governed by an ngreement

between the twe countries.
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The aims and objeectives of the free-trade z2rez are simple. These ares
£ the twe countries and the use
esources by promoting o sustained and mutuelly beneficial

to contribute %o tihe harmonious development ond expansion of world

trede and %o the progressive removal of barriersto world trade;

tc ensure thot trade within the aren takes place under conditions
of fair competition.
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although mutunl interest is of coursce onc of the important clements in
the decisicon of Austmlic and Now Zealand te promote o free~trade arez, the
cffect cof the arrangement on werld tradc is also of, considercble importance.

Both fustrolinc oné Now Zealend arc well aware of the undoniable fret that
the great increcases in world trade in recent ycars have been in tracde in
industrial prcducts between industriclized counitrices. Indeed, it is clear
that the more industriclly developed is o country or o regicn, the greater is
its ability to take o meaningful port in world trade.

On the cther hand, Australin and Now Zezland - both countries with o high
velume of trade per head of population - hove found that it is beconing
increasingly difficult to expand trade in cgriculturcl products -~ particularly
temperate agricultural products. I do not nced to go into the reasons for this.
I hove nc doubt that our representatives in Geneva have montioned this in
the past.

To the extent that fustralic and New Zecland can inercase the efficiency
of their industries as o result of the free-tradc orea, the greater will be
the participation in world trode. The promction of o faster ronte of cconomic
development which we expeet teo result from the freetrade ares will not only
faeilitate the growth of mutual trade but will alsc lead to an inereasing demend
fer imports from 2ll sources and thus contribute to the expansion of world trade.

Although there cre many reasons why free trade between Australic and
New Zealand is o logical develepmont and there are of course great advaniages

for both countries and for world trade generclly in such a development, a free
trade agrcement between hustralia and New Zealond poses some scerious rroblems.

These probleoms moinly arise from the perticular steage of industrial

development reached in both countrics and from the differcnce in the level
of industriclization.

Of course, neither fustralic nor New Zealand is an industriclized country
in the usucl sense. Both depend heavily on agriculturcl products for their
export income. Neither Now Zealané nor Australia, indivicduelly, has the lorge
domestic narket necessary for the ropid develcoment of an incdustrial econcomy.
While Australic is not an incustrially developed country when compared with the
industrialized countries of Europe and North fmcrica, it has o wider ronge of
industries and a more developed industrial complcx than does New Zealnndéd. In
New Zealand we often say that Austraiis is twenty years chead of us in the
field of industricl development. The actunl number of yoars might not be
exact but the difference is of this order.
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Without cdequate safeguards in cn agreement establishing o freec trade
arrangement, suci an arrengement with Australia could inhibit either countryls -
but particularly New Zealand's - industrial development =nd defeat the.objectives
of the Agreement.

Initiclly not 21l the trade between the twe countries is covered - the

60 per cent that is in the crrangement is the average percentage for the June years
1962/63 and 1963/6%.

This percentage of the total trade is considerable, and the Agreement
provides for extension to the commedity ccverage which will increase the percentoge.

Article 3(3) of the NAFTA provides for annucl reviews (the first, two years
after the entry into force of the agrecment) with the objective of the inclusion
of additional goods in Schedule A to the Agreement. The aim of these reviews
shall be the progressive listing in Schedule A of “all goods which enter or which
might enter incc the trade of either mcmber State, execept those which would be
seriously detrimental to an industry in the territory of either menmber State
or would be contrary to the noticnal interest of either member State ...."-

The initial limitation of the commodity coverage and the provisions relating
to its extension are vital tec a country like New Zealeond, which is undoubtedly
less indust“iﬁlized and which must rectify its present economic vulnersbility
and its "excessive dependencc on 2 relatively smell number of primary exports®

The CONTRACTING PARTIES will hove read the Agreement and I will not now
spell out in detail 21l its remzining provisions. However, I think that the
following ccmments could be helpful to the Council.

There is provision under Lrtic lc 9 for action to bec taken where geods are
being imported in svch increasse d qu ities and under such conditions as o
cause or to threzten tc cause scrious injury to producers of like goods in the
other country. In o case of this kind the .igrcement can be suspended to the
extent and for such time as is necessary to prevent the injury. This of course
is only an emergency measure cesigned to allow a breathing spacce where an
industry is suffering serious Gamage as the result of a2 sudden and large increase
in competitive imports and follows the provisions (and the wording) of Article XIX
of the General .grecment.

]
"J [‘J

There is provision under lrticle 8 for thc temporary suspension of the
provisions cf the f.greement relating to the elimination of import duties where
this is nceessary for the purpose of encouraging new industrial activity.
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Such a2 provision is required to ensure balanced industrial development within
the area. It will not be used lightly and only after consultation with the
other party. It can apply only to = small percentage of the trade at any one
time. In addition, items suspended temporarily under this Article are subject
to a specific time-table for the phasing out of the duties imposed. ‘

Article T covers deflection of trade caused by different levels of duties
on components and materials used in the producticn of the goods concerned.
This is a provisiocn which has been found necessary in other free trade
arrangements.

The circumstances surrounding cach free teads arrangement ave
different.

Article XXIV of the General Agreement does not spell out in detail what is
considered to be a free -trade area in terms of the Article. To have drafted
the Article with 2 set of detailed criteria would have been both undesirable
and very aifficult - and in their wisdom those who were responsible for
preparing the text of the General Agreement no doubt foresaw that each regional
trade ‘grouping would have to be considered in the light of the particular
circumstances and provisions of the arrangement.

- I also note that ‘the First GATT working party to consider a customs union
ended its report of 18 May 1949 with the conclusion that “"consideration by
the CONTRACTING PARTIES of proposals for customs unions would have to be based
on the circumstances and conditions of each proposal.
Since that time each customs union or free-trade area has been considered
individually within the general terms of Article X{IV.

It has been accepted in the GATT that New Zealand and Australia cannct be
classified either as industrialized or less-developed countries. We trust that
in the examination of the Free Trade Agreement contracting parties will, as in
the past, take fully into account the special circumstances of the levels of
economic development and trading position of both countries.

New Zealand and Australia consider that the Free Trade Agreement is an
interim arrangement leading to the formation of a free-itrade area as envisaged
in Article XXIV.

We expeet thot the Council will wish to 2dopt the procesdures of the.
past. We would, therefore, suggest thot 2 working party be esiablished
to examine, in the light of the relevant provisions of the General Agreement
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on Tariffs and Trade, the provisions of the New Zealand-Australia Free Trade
Agreement, and to repcrt to the CONTRACTING PARTIES. Also, before the

working party meets, New Zealand and Australia would be ready to answer questions
submitted by contracting parties so that the working party can begin its work
with a document which, in setting out the questions and answers, provides
elucidation and explanation of the Agreement.

I can assure the CONTRACTING PARTIES that we will be most willing to
provide any information or assistance we can to help the working party carry
out its examination.



