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Positive signs of a closer relationship with Australia are evident.  Next month New Zealand hosts the Australia-New Zealand Leadership Forum and meanwhile, work is underway towards an SEM, or single economic market.  
An SEM with Australia is worth pursuing, but I wonder whether it’s a goal that is widely or clearly understood.  Discussions on the SEM often seem to consist of little more than slogans.

“Getting a common currency” is one. 

“Becoming the seventh state of Australia” is another.
These slogans aren’t valid.  The current woes of Germany, Greece and the euro would be enough to put anyone off a common currency, and there’s surely no way New Zealand would ever agree to become a state of Australia.
Perhaps the SEM enterprise needs greater publicity so we get a better idea of just what it might involve.

One strand of SEM work seeks to harmonise the business law of New Zealand and Australia.  The idea is for New Zealand companies to be able to do business in Australia as easily as here, and vice versa.  

Harmonising trans-Tasman business law is an idea we should embrace, as it offers the potential for a far larger market for New Zealand companies to do business in.

If the potential was realised, what would success look like? 

I would picture it as a New Zealand company doing lots of business in Australia, maybe even most of it, while remaining headquartered in New Zealand.

This would be a great outcome – getting the benefits of a larger market without having to leave home.
Realising that potential will not be simple.  There are many differences between our two countries - size, for example.
New Zealand’s smaller size gives us nimbleness to fix bad laws with less delay and compromise than required in a larger federal/state system like Australia.

It’s one reason New Zealand’s law is often seen as less prescriptive and more principles-based than Australia’s: our smaller population allows us to more easily reach consensus and achieve light-handed regulation.

We wouldn’t want to lose that advantage. 

Our major industries – Australian mining and New Zealand farming - are also very different, bringing different economic and exchange rate issues.

And New Zealand has a more aggressive approach to free trade than Australia.
These differences mean that the process of harmonising business law probably won’t bring a ‘one size fits all’ outcome. 

I could see three general categories resulting.
The first would be complete harmonisation, where the same law could be applied in both countries.  The laws relating to financial reporting and business reporting would be good candidates, along with insolvency law.  Having standardised business law in such areas could significantly help reduce compliance costs for companies operating in both countries.

A second category could be ‘almost harmonisation’ - laws that probably won’t be exactly the same because of differing issues between the two countries, but could be more or less within cooee.  Competition law would be a likely candidate for ‘almost harmonisation’; also things like regulations around electronic filing of information for government departments.
The third category would be those laws we decided to keep separate.  Some laws give us a competitive advantage over Australia and we should keep them that way.  Examples could be tax law (e.g. keeping our business tax rate lower than Australia’s) or laws around skills or migration policy.
The idea of laws giving competitive advantage is an important one.  It’s well demonstrated in the US - Nevada, for example, attracts visitors and income with its quick divorce laws, while Delaware has become the home of a large number of US companies because of its corporation law.  
Where certain laws give us a competitive advantage over Australia, we should keep the differences and continue to compete hard.  After all, we want to catch up with Australia’s growth rate by 2025.  We won’t reach that goal just by making all our laws the same. 

The other thing we should bear in mind is that law is not a static thing; it’s always evolving in response to particular issues.  The goal is not a tidy set of trans-Tasman laws that never change.
The SEM process takes this into account.  Unlike Closer Economic Relations (CER), which was essentially a treaty or a deal, SEM is an ongoing process.  

There probably won’t ever be a cocktail party to celebrate the completion of SEM, because it will be an evolving thing.
The benefits of harmonising business law under SEM are many.  We can harmonise where it suits us.  We can choose to compete against Australian law rather than harmonise where it is to our advantage.   And SEM will give New Zealand and Australian companies more ability to work together to take on the rest of the world.
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