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Agency disclosure statement

This regulatory impact statement has been prepared by the Ministry of Business, Innovation and
Employment.

It provides an analysis of options to reduce import barriers that apply to key residential building
materials. Specifieally, it considers two optiens regarding the temporary suspension of anti-dumping
duties that is currently in place for key residential building materials: to extend the suspensioy’o\ﬂet

the suspension lapse QQ
Given the urgency and Budget sensitivity of the proposal, the preferred option to extel d?%;\
suspension of anti-dumping duties has not been censulted on publicly. However, t R uspension has
already been in place for three years and the option to extend the suspension is a @rary
measure that effectively preserves the status quo until such time as a public ir R?t st can be
implemented into the trade remedies regime, which was the original polic ﬁ%ion of the
suspension. A Bill implementing a public interest test into the Dumping qaé&g tervailing Duties Act
1988 is currently awaiting consideration by Committee of the whale H%\\

Our analysis was restricted by a number of data constraints that@revented us from compiling a
complete picture of the likely priee effects of the options.

(a) There was limited public data available on retail p \B lasterboard, and no assessment
could be done on the level of importer or ret 1I argins in those prices. Standard
plasterboard from Thailand is the only resid %at\ uilding product to which anti-dumping
duties still apply and therefore the on! pi% ctawh»ch was analysed. In the absence of this
evidence, we considered it unreaso;aﬁ toassume the extent to which import price levels
might flow through to retail prices. 1tw herefore not possible to quantify the likely savings
from the suspension on the cosf'q co structing new homes.

(b) Import data does not discriﬁ‘(ﬁte etween standard plasterboard and other specialised
types of plasterboard Tdi%\s because the Harmonised System for classification of tariff items
does not separate pI \% ard items into specific products. As anti-dumping duties only
apply to sta ndard\piast'eﬁb‘oard from Thailand, rather than all types of plasterboard, the

dataset used t % sure price and volume changes in imports over-captured the relevant

data.

Both constrain ne sarily limited the accuracy and definitiveness with which we could determine
the likely efféc cts of ¢ her option. If extended, we would monitor the operation of the suspension
and condu esvaluatlon of its impact prior to its lapse in May 2019.

The p&ﬁ{nﬂ@bnsks associated with the preferred option to extend the suspension include negative
r %i n from the domestic plasterboard industry and perceptions of regulatory uncertainty. These
riskS\flave been taken into account and the preferred option aims to strike an appropriate balance

between these risks with the potential benefits of the option.

Authorised by:

Sanjay Bhawan
Acting Manager, Trade and Regulatory Cooperation
Labour, Science and Enterprise

31 March 2017
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Executive summary

1. In June 2014, anti-dumping duties on residential building materials were temporarily
suspended for three years as part of an effort to reduce barriers to competition and address
housing affordability. The suspension is due to lapse automatically on 31 May 2017 and is
therefore due for reconsideration.

2. The Government now has the option to either:

o
a. extend the suspension, or Q\
b. let the suspension lapse. @
é\

3. The suspension of anti-dumping duties was originally intended as an\lﬁ.gz:im measure while a
public interest test could be developed and implemented into t %@% }emedies regime. This
proposed test seeks to balance the interests of wider stakehgld rs«{including consumers and
. A . . oo B NN .
downstream industries) and the wider economy in additios te@g interests of domestic

producers before imposing anti-dumping or countervailin ¢

4{ties. The current regime only
considers the latter. The public interest test took Iong'é"}ﬁfa”n%xpected to develop and consult
on but is being progressed through the Trade (Angg’;‘qu}r?g and Countervailing Duties)
Amendment Bill,

<

4. There is some evidence that increase ‘Io\\:}‘ls of imports of Thai plasterboard at relatively
stable prices since the suspensionwas\put in place may have constrained the potential for the

-y

domestic industry to raise pIaste‘n%\o‘aQ}dﬁ prices in line with increased building demand. This is
likely to have resuited in costf}v' gs throughout the supply chain for plasterboard. However,
there is no clear evidencesof what the impact of the suspension has been to date on retail
prices or what savings_tﬁ%nﬁght have been on the cost of building new homes.

5. On the balance O\f{e\}ig?gce available, our preferred option is to extend the suspension of anti-
dumping duties_\gn\%r\egl’dential building materials for another two years. This will preserve any

savings tr)}(rn@\y have been captured in markets affected by anti-dumping duties over the

course&oft esuspension, and is expected to allow enough time to implement and
opewn lisé a public interest test in the trade remedies regime, which was the original
int‘enti%ngof the suspension.

&



1 Status quo and problem
definition

Status quo
Cabinet’s decision on reducing import barriers in the residential construction market

1. In June 2014, Cabinet agreed to introduce a package of measures to reduce imparubarriers
in the residential construction market. These measures were to:

a. temporarily suspend the application of anti-dumping duties’ on keyfé\s-i efﬁ’tial
construction materials by amending the Dumping and Countervaﬂi{?g:?uties Act 1988.
This included the anti-dumping duties in place at the time op plastérboard, reinforcing
steel bar and wire nails, but also any new duties that might\%}i \posed on other

residential building products, such as cabinetry, plumpiﬁjﬁ}n\ s;Bofing

S

b. introduce a temporary tariff concessions scheme (g;ffe%i;ely reducing tariff rates to
zero) for the same range of residential construction {rﬁatérials

c. develop a bounded public interest test for the anti*dumping and countervailing duties
regime,

2. The measures emerged following a 20}2\:&;0 t.by the Productivity Commission and
ensuing study by MBIE into housingqeffo.nd’afi ity and competition and productivity in the
residential construction sector. TQ; . m@\“f*found that anti-dumping duties can have a
chilling effect on competition,{The s_tséiy also found that the anti-dumping duties on
plasterboard in particular Qéx% directly prevented entry of certain participants into

R

the New Zealand marketndfprevented importers from offering lower prices.
Timing and intention of the@'a\shures

3. The suspension ‘f‘é‘nﬁeﬁdumping duties and tariffs concession scheme were implemented
in June and 12014 respectively to take immediate effect. The suspension was put in
place for th e\e\years to expire on 31 May 2017, and the tariff concession scheme for five
years t-Qibe réviewed before 31 June 2019. Both were intended as temporary measures to

Z N\ ) . . . SR . . .
re uegzumg_ort barriers, with their immediate implementation aimed at assisting the
gqr\fticular"pressures in the residential construction sector at the time, such as the
4 hr{ét'f:hurch rebuild and increased construction in Auckland.

£

%, e suspension of anti-dumping was also intended to be an interim measure while a public
Q\%.{f interest test could be implemented into the trade remedies regime. The suspension
provided a mechanism, albeit a blunt one, to take competition effects and the interests of
consumers and downstream industries into account in the anti-dumping regime while a
more sophisticated mechanism could be developed and implemented into the Act through
the public interest test. The three-year suspension timeframe was intended to allow
sufficient time for this to happen.

5. The public interest test however took longer than expected to develop and went through
prolonged consultation. A Bill to implement the test, the Trade (Anti-Dumping and

! Goods are “dumped” if their export price when imported into New Zealand is less than their normal value in the country
of export. Anti-dumping duties are imposed when dumping causes material injury to the domestic industry that produces
the same or “like” goods.



Countervailing Duties) Amendment Bill (the Bill), is awaiting consideration at the
Committee of the whole House stage

Remaining anti-dumping duties

6. When the suspension was implemented in June 2014, anti-dumping duties applied to
three residential building products:

a. wire nails from China
b. reinforcing steel bar from Thailand
c. standard plasterboard from Thailand.

7. Since the suspension has been in place, the duties on wire nails from China an emforcmg
steel bar from Thailand have lapsed automatically.

8. The anti-dumping duties on standard plasterboard from Thailand are stlfl infarce but are
due to lapse on 17 July 2017 unless reviewed. MBIE would initiate a, ﬂ’e\vnew Bpon receipt of
an application from the New Zealand industry containing posntlve ’“e\ﬂdemce that letting

anti-dumping duties terminate would likely lead to a recurrence K émplng causing the
industry material injury. n\\f\

Timetable of possible events {

Date Event w%\\s\

31 May 2017 Suspension of anti- dumpun@&htles lapses, or is renewed

17 July 2017 Anti-dumping duties @ tquard plasterboard from Thailand expire,
or are renewed

Mid/late 2017 Trade (Anti-Ddm }i{igab?wd Countervailing Duties) Amendment Bill
implementingpublit interest test passed

31 May 2019 Suspensigo‘n'ht anti-dumping duties lapses, if renewed in 2017

Problem definition Q‘{{ ~
. v

9. The policy decision to, imxfement the suspension was made to address two problems:

a. That anti- dumpt\{/unes can act as a barrier to competition in markets subject to
duties

b. That ho&s§g\a ordability continues to be an issue in New Zealand.
Anti- dumpm@nes

10. Th purpose of the anti-dumping regime is to protect domestic industries from unfair
mgépractlces by overseas exporters that may be causing the industries harm. Anti-
u;ppmg duties however can also restrict competition by shielding domestic industries
¥ém the need to adjust to structural pressures and set lower prices, thereby restricting
the availability of goods at competitive prices.

*an be a barrier to competition

11.  Anti-dumping duties can also prevent new entrants from entering markets and offering
lower prices. During its Residential Construction Sector Market Study in 2013, MBIE
received feedback that the anti-dumping duties on plasterboard in particular may have
directly prevented entry of certain participants into the New Zealand plasterboard market
and prevented importers from offering lower prices.

12.  The bounded public interest test, which is being implemented through the Trade (Dumping
and Countervailing Duties) Amendment Bill, is designed in part to address these issues. It
does this by taking into account the interests of wider stakeholders (including consumers
and downstream industries) and the wider economy in addition to the interests of
domestic producers before imposing anti-dumping or countervailing duties.



13.

14.

15.

16.

17.

18.

19.

Impac

21.

Price of construction materials (housing affordability) &

The public interest test is wider than the suspension because it would apply to
countervailing (anti-subsidy) duties as well as anti-dumping duties. Countervailing duties
were not suspended when the suspension was implemented as there were no
countervailing duties in place on residential building materials at the time and had not
been any in a long time. Furthermore, from a fairness perspective, subsidisation is
considered a worse form of trade distortion than dumping, which can often be simply a
business strategy. Suspending countervailing duties would therefore be a much more
significant policy step. We are not proposing to extend the suspension to countervailing
duties at this time as we do not have evidence that such a step is justified.

Until the public interest test is implemented, the test for whether anti-dumping duties
should be imposed under the Act has the potential to unduly restrict foreign firmé‘_from
entering any market that is or could be affected by duties, without benefitting Ne
Zealanders overall.

N\
Housing affordability is one of the Government’s key priorities. Natiégr-.@jlyﬁ house prices

have been increasing since the 1990s, above long-run house price%%“g\income ratios, and
have been growing strongly in recent years.

House price growth is being driven by strong demand, wit -@«Lﬂterest rates and high
migration as key factors. Mortgage interest rates hav fai!en to"historic lows, leading to
upward trends in both gross and net housing credi\t@&at;sgics New Zealand projects that
New Zealand's population (4.69 million in 2016) wi!kincfease to between 5.01-5.51 million
people in 2025. ‘ N

F

There is a need to increase the supply of ﬁ:@h’siqg, particularly in Auckland. The number of
new dwellings consented for construcfic_?;u[?r,iiing rapidly but continues to be lower than
the number required. The key issue i%that housing supply has not kept pace with high

] N M
levels of demand for housing, par‘t\:&u?riy in Auckland.

gl

Information from Statistigs{i%{fZgaland building consents indicates that the average cost
of building a house (exc!d’d'{g\t.he price of land) has increased 26 per cent, from $304,646
in 2011 to $384,831 in‘:‘:- 016!

Since late 2014, the “?ig'eeo\f construction goods and services has consistently risen faster
than that for a i‘ind@tries. Since 2013, the Producers Price Index for construction goods
and services“"thg?residential and non-residential) has risen the fastest of the three
constrt‘{ﬁtio}\s‘é‘;tors. The increase in prices for these goods and services indicate that
dem-a‘nd!igb}ising faster than supply.

t\o({;thf# slispension to date
PN

Pr(iij@competition effects

e -“9
&

Officials have monitored retail prices of plasterboard since June 2014 and have conducted
several evaluations of the impacts of the suspension. There is some evidence from this
analysis that increased levels of plasterboard imports from Thailand, at broadly stable
price levels, may have constrained the potential for the domestic industry to raise
plasterboard prices in line with increased building demand.

In the years since the suspension has been in place, there has been high demand for
residential housing and plasterboard in New Zealand. In this context, prices would
normally be expected to increase. The exchange rate has also depreciated against the Thai
baht and United States dollar, which would normally see import prices increase in New
Zealand dollar terms. Import prices however have increased by only 3.7 per cent in this
period. This suggests that there is some downwards pressure on the price of imports.
Although difficult to quantify, it is arguable that this may be attributable in part to the



suspension of anti-dumping duties and that in the absence of a suspension, import prices
would have risen more significantly, in line with increased demand and the weakening
exchange rate.

22.  We have not been able to assess the extent to which changes in import prices may have
flowed through to the retail level and resulted in savings on the cost of constructing new
houses. Our original analysis estimated that the direct effect of removing anti-dumping
duties on plasterboard would be a reduction in the cost of constructing an average house
of $2,400. This estimate was based on a number of inputs and assumptions around the
average cost of building a house, the percentage contribution of plasterboard to that cost,
and likely change in price of plasterboard in the absence of anti-dumping duties. We
consider that these inputs and assumptions are no longer reliable for estimating %h_e
current price or cost effects of letting the suspension lapse as they are based op dwﬁat
are now out of date.

23.  Furthermore, there is little publicly available data of retail prices of plaste't%:"a‘rd, which
makes it difficult to assess how changes in import prices during the sus Qsion period may
have flowed through to the retail level. Because of these constraints, we are not able to

say with certainty whether the predicted savings have been achieyved’

Savings may have been captured throughout the supply chain A

24.  Although we do not consider it reasonable to quantif&g@wﬁgﬁanges in import prices would
have impacted the cost of building new homes, it if%agle that any price saving would
have at least resulted in savings upstream in the sup ly Chain for plasterboard in New
Zealand, providing some benefit to the const@ftig\n sector. This could include savings for

importers, distributors, wholesalers, reta(iclr:@ .ifilders and developers.

Impact on domestic industry

25.  Industries that use the trade reme’&ig\ regime are likely to have received the suspension of
anti-dumping duties negatively. Indystries that applied for anti-dumping duties would have

expected that duties would bl _a""f)\giied and any injury they were incurring would be

legitimately addressed. Tﬁﬁu\s‘pension had the effect of removing the protection offered
by the regime and igli&g{y toshave been viewed unfavourably and potentially created some
uncertainty for busingss, ™

& o o
26. Asnoted abo&%&a@even demand in the residential building market, including for

N

plasterbo rd?«hag‘ﬁeen very strong notwithstanding the suspension. Annual reports from

F|etChQ{xB{J\ifdng Limited, which owns the only domestic manufacturer of plasterboard in

Newdealand, Winstone Wallboards Limited, show that the company’s plasterboard
s

volQmes‘;lave grown up to 10 per cent over each of the three years the suspension has

7

been,in place.
27. %hile the domestic industry has faced greater competition from increased levels of
\<() lasterboard imports from Thailand during the period of suspension, in the context of high
demand for building products and increased sales volumes, it appears likely that Winstone
Wallboards has been able to absorb these pressures.



2 Objectives

28.

29.

30.

31.

The overarching objective of the Government’s position is to reduce barriers to
competition in the construction sector while maintaining the integrity of the trade
remedies regime.

Removal of costs at the border, such as anti-dumping duties, will help reduce barru::athat

can prevent importers from:

¢. Investing in supply lines for increased imports from source coun}gt:s’\ect to duties.

At the same time, it is important that any amendment to the trad ies regime does
not undermine the effective operation and integrity of the regime‘asa whole

a. Selling at more competitive prices

b. Increasing supply from sources currently subject to duties

Underlying the overarching objective are three criteria w{éj?{he‘_ options will be assessed
against:

a. Maintenance of an effective trade remedies reﬁ Boes the option retain the ability
to protect against unfair trading practices? 8\

b. Effectiveness — Will the option effecti é!y?e:duce barriers to competition in the
residential construction sector? K‘)

¢. Regulatory and business certa'_n‘gv 5 Ig’:che option simple for businesses to understand
and inexpensive to implemen@‘administer?

3 Options %\‘flfél%fmpact analysis

Options
32.

X
N

Ther mo options for the Government:
\;&y

ion 1: Extend the suspension (preferred option)

<<\,t;y Option 2: Let the suspension lapse (status quo).

10
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Option 1: Extend the suspension (preferred option)
Description of option

33.  The current suspension of anti-dumping duties on residential building materials is set to
lapse on 31 May 2017, and the Bill implementing a public interest test into the trade
remedies regime has not yet been passed. The first option therefore is to extend the
suspension for enough time to let the Bill pass and introduce the public interest test.

34.  Under this option, the Act would be amended to extend the dates of the current
suspension. An extension could be for any period of time. A two-year extension to 31 May
2019 however would provide enough time for the current or a subsequent government to
progress the Bill through the House, and would align with the June 2019 review daggof the

tariff concession scheme. ( \\

N

Benefits of extending the suspension

35.  Asnoted above, there is some evidence that the suspension may ave\(%m,strained the
ability of domestic industry to raise prices for plasterboard and thatifthe suspension was

not imposed, prices may have risen more significantly in line \ﬂ'bt’z\}ﬁcreased building
AN

demand. This may have resulted in cost savings throughougﬁ\e@upply chain for
plasterboard, which provides some benefit to the cons\t\rug;(iokn sector. This would include

savings for importers, distributors, wholesalers, retailecsi.builders or developers. Extending
o
\°

the suspension is likely to preserve these savings B’\}\ca inuing to constrain price rises.

e\
36. Extending the suspension is also consistent with. thesoriginal policy intention of imposing

the suspension for long enough that a pu!ﬁ%té\{i\c‘ould be implemented into the trade
remedies regime. Until the Trade (Antizl}p pifg and Countervailing Duties) Amendment
Bill is passed, the Government does‘fot*have a formal legislative mechanism to assess the
public interest of imposing a particular'duty. The suspension provides a similar mechanism,
albeit a blunt one, to take competition effects and the interests of consumers and
downstream industries ipté‘:;%e%uﬁt in the anti-dumping regime until a more sophisticated
mechanism can be implé’rhe{ed through the public interest test.

37. Extending the susp‘é/’Qrsib.Q for a further two years would also align with the review date for

the tariff conc sgr@ sehieme which would allow for a more comprehensive review of the
combined impaetofboth initiatives.

Impact on dome&fe@dustry
38. Thg..gqé}‘ domestic manufacturer that would currently be directly affected by an extension
f thessuspension would be Winstone Wallboards Limited. No anti-dumping duties
""';;__L'zqedtly apply to any residential building materials other than plasterboard and Winstone

% i%aiiboards is the only domestic manufacturer of plasterboard in New Zealand.

&2\ MBIE considers that extending the suspension is unlikely to significantly impact Winstone
Wallboards. The exact impact depends in part on whether anti-dumping duties on
plasterboard are renewed or not.

40.  If plasterboard duties are not renewed, the impact on Winstone Wallboards of extending
the suspension would likely be minimal, as the suspension would only affect the period
from 1 June 2017 to 17 July 2017 when the duties expire.

41. Evenif plasterboard duties are renewed, it is unlikely that Winstone Wallboards would be
significantly negatively affected. While the suspension exposes Winstone to greater levels
of competition from potentially lower priced imports, an analysis of the suspension to date
suggests that Winstone Wallboards has been able to absorb these pressures due to strong
demand in the residential construction sector and increased volumes in plasterboard sales.

12



The National Construction Pipeline Report 2016 estimates that demand in the residential
construction sector will remain strong until at least the end of 2021, and Winstone
Wallboards currently holds an estimated 95 per cent share of the plasterboard market in
New Zealand. In this context, it is likely that Winstone Wallboards would be able to
continue to absorb increased competitive pressure from imported plasterboard if the
suspension were extended.

42.  We note that extending the suspension would also prevent new anti-dumping duties on
imports of other building materials from being applied. This could impact domestic
industries that might have otherwise been eligible to be protected by anti-dumping duties.
It is not possible however to predict what these impacts might be.

Trade risks (\
43.  MBIE considers that trade risks associated with extending the suspension are I&?\Any

move to lessen assistance to domestic industry is likely to be viewed favourabi by our
trading partners. Moreover, the suspension is unlikely to undermme efa:'{\mand'

position in free trade negotiations as a country’s right to impose antr-durq‘pmg duties is not
normally conceded in negotiations.

Consistency with international obligations . ®\

44.  As with the original suspension, extending the suspenﬂoﬁu\?vo'uid‘be consistent with New
Zealand's international legal obligations, including unde the«General Agreement on Tariffs
and Trade (GATT), the Australia New Zealand Closer <*li\onomlc Relations Trade Agreement
(ANZCERTA) or our other free trade agreements, \

Financial implications -~

45. The financial impacts of extending theg{.\sp\nnmon are likely to be minimal. The exact
impact will depend on whether the dutles standard plasterboard from Thailand are
renewed prior to their current expury*date of 17 July 2017.

46. If plasterboard duties are rene\nk&d \?he estimated maximum reduction in Crown revenue is
$87,000 per annum for the tWo'further years duties are suspended. This was the original
estimate of how much would,foregone over the period of suspension, based on actual
collection of plaster%d“dutles in the year February 2012-February 2013.

47. If plasterboard dutles are not renewed, the suspension would affect duties for a short
period frou{lJu 9\2017 to 17 July 2017, when the duties expire. Based on the same
assumption aLJS? 000 per annum as above, this would total approximately $4,000 of

forg re?nue for the 2017/18 year.
48. The‘os\l}%é’nsnon would also affect any future anti-dumping duties that would have been

imposéd had it not been for the suspension but it is not possible to estimate what the
fipancial implications would be in that scenario.

| _,gtj'on 2: Let the suspension lapse (status quo)
Description of option

49.  Section 14AA of the Act specifies that anti-dumping duties are suspended, therefore not
payable between 1 June 2014 and 31 May 2017.

50. The status quo option therefore is to let the suspension automatically lapse as specified in
the Act. This would mean that anti-dumping duties on standard plasterboard from
Thailand would be collected again from 1 June 2017 until either 17 July 2017 or beyond if
the duties are renewed. Further, any new anti-dumping duties on residential building
materials that might be imposed would be collected from 1 June 2017.

13



Impacts
Benefits of letting suspension lapse

51.  Letting the suspension lapse would benefit the domestic plasterboard industry and other
industries that might apply for anti-dumping duties on residential building materials. The
suspension lapsing will revert the anti-dumping regime to its normal operation in respect
of those products. This will provide protection to domestic industries against the dumping
of imported goods that might cause the industries material harm and allow them to
compete on a more even playing field.

52.  Letting the suspension lapse at the date specified in the Act would also provide regulatory
and business certainty as businesses affected by the suspension should be aware f&hat
date and may have factored the suspension coming off into their forward plan ing;\“

J
Impact on domestic industry ‘&}
53.  The only domestic manufacturer that would currently be directly affect 'éc:i‘hby‘l\et ing the
suspension lapse would be Winstone Wallboards, as they are the onl?}la tetboard
manufacturer in New Zealand and no other anti-dumping duties cﬁ‘me\rltly apply to any

residential building materials. . \:{

54. The impact of letting the suspension lapse depends in pqdntxg:iik}éther anti-dumping
duties on plasterboard are renewed or not. If plasterbgard é}axties are renewed and apply
as normal without the suspension, levels of pIasterbﬁ“ard:meorts could drop, leaving
Winstone Wallboards facing less competitive pres?ure\frOm lower price imports. This could
see plasterboard prices rise, given strong ongc\}i\ﬁg demand in the residential building

sector, and profits increase for Winstone Wa@a}.\dz.
55. if plasterboard duties are not renewed’ %he’«im‘pact on Winstone Wallboards of the
suspension lapsing will be minimal as\;tthex would only benefit from anti-dumping duties
applying as normal for the period@t\g’een 1 June 2017 and 17 July 2017, when the duties

expire.

Trade risks o&%&{ ;

56. Itis unlikely that th r‘g\ ,c&ld‘be any significant trade risk from letting the suspension lapse.
Volumes of impqnt-sgf Blasterboard from Thailand could drop, but it is unlikely that this
would have apyssignificant impact on New Zealand trade interests, for example in relation
to its repuIa’ﬁio'nQasposition in free trade negotiations.

L=

Consistency w{f’b{? ernational obligations
57. Leﬁﬁg{@ﬂe Suspension lapse raises no issues of consistency with international obligations.

Finaq%?gZ{mp’fications
"B_\}h‘é financial impacts of letting the suspension lapse are likely to be minimal. As with the
» option to extend the suspension, the impact of this option depends in part on whether

& " anti-dumping duties on standard plasterboard from Thailand are renewed.

59. If anti-dumping duties are renewed, the estimated maximum reduction in Crown revenue
is $87,000 per annum. Duty revenue would be collected for five years, which is the period
duties would be renewed for. If duties are not renewed, duty revenue would only be
collected for a very short period from 1 June 2017 to 17 July 2017. Based on the same
assumption of $87,000 per annum as above, this would total approximately $4,000 in
collected revenue for the 2017/18 year.

60. The suspension lapsing would also affect any future anti-dumping duties that might be
imposed but it is not possible to estimate what the duties would be in that scenario.
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4 Consultation

Agency consultation

61.

62.

5 Conclusions a{)

<. N
recom men%a,tlons

The Ministry of Foreign Affairs and Trade, New Zealand Customs Service, and The Treasury
have been consulted in the development of this paper. The Department of the Prime
Minister and Cabinet has been informed.

Agencies suggested including certain further minor details but did not have any cgﬁcerqs
about the substance of the preferred option.

A
Public consultation A\@\

63.

Given the urgency and Budget sensitivity of the proposal, the pr: f%d eption to extend
. . . . N .

the suspension of anti-dumping duties has not been consulted\:r%.gbhcly. However, the
suspension has already been in place for three years and the aption to extend the

Lo . s"'}"&“\ . .
suspension is a temporary measure that effectively preserv s}the status quo until a public
interest test can be implemented into the trade rewedieﬁ egime, which was the original
policy intention of the suspension. MBIE is confidént\{hat it has reasonable information to

assess the risks, costs and benefits of the optiomfromhits analysis of the suspension to
date. Q}%\N
ld\
N\

\

64.

\

@kﬁole.

66.

5

On balanc Bfi’%\(idence available, MBIE’s preferred option is to extend the suspension
fora fu{thgr :w‘}e years. While we do not have clear evidence of what the impact of the
su%péir&iog&has been on retail prices or what savings there might have been on the cost of
butlding.pew homes, there is some evidence that the suspension may have constrained
&{%eﬁf%es in the plasterboard market. This may have resulted in cost savings throughout
the supply chain and produced some benefit for the residential construction sector as a

Further, while the domestic industry has faced greater competition from increased
plasterboard imports during the suspension, it appears they have been able to absorb
these pressures due to high demand for building products and increased sales volumes for
plasterboard. Building demand is expected to remain strong until at least 2021 so it is likely
that the domestic industry will continue to be able to absorb competitive pressure that
might arise from an extension of the suspension.

Allowing the suspension to lapse would arguably maintain the integrity of the trade
remedies regime more fully than extending the suspension, and may provide more
regulatory and business certainty for the domestic industry. However, we do not consider
that suspending anti-dumping duties on a limited range of goods unduly compromises the

15



trade remedies regime as a whole, as the regime will continue to operate unaffected in
respect of anti-dumping duties on non-residential building products, and in respect of
countervailing duties and temporary safeguard actions on all products. Extending the
suspension is also not likely to create unacceptable levels of uncertainty given the
suspension has already been in place for three years, and affected industries should
already understand and reacted to its impact.

67.  Extending the suspension is also consistent with the original policy intention of imposing
the suspension for long enough that a public test could be implemented into the trade
remedies regime,

68. Therefore, we consider that extending the suspension achieves the objective of recl.tiing
barriers to competition in the market for residential building materials while mairtai ’m\g
the integrity of the trade remedies regime.

%%\
6 Implementation ,\\Q

\'s

69. Extending the suspension of anti-dumping duties on ré%idfergjal building materials would
require an amendment to section 14AA of the Durrj iqg\ag\d Countervailing Duties Act
1988. The suspension would apply for two years an\dqg.‘ Eire on 31 May 2019, after which
time anti-dumping duties would re-apply as tfor@a\!?on residential building materials.

(‘}\\"
&
7 Monitoring,;(éiﬁaluation and
review ‘Qz\

&

\\}QJ

70.  MBIE weuld monitor the operation of the suspension and process any application for a
revielv of.duities or imposition of new duties in accordance with normal procedure under
thesActwHowever, the suspension prevents new duties from actually being imposed during

C@uya-year suspension period. At the end of the two years, any suspended duties would
Qev;apply as normal and new applications would be processed subject to the public interest

Qi&\ﬂtest, if implemented by then.

We would also conduct an evaluation of the impact of the suspension prior to its lapse in
May 2019. This could be done at the same time as a review of the tariff concession scheme,
which is due for review by June 2019, to allow for a comprehensive assessment of the
impact of both measures.
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