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2. BACKGROUND

2.1 The Royal Australian Institute of Architects

211

2.1.2

The Royal Australian Institute of Architects (RAIARS
approximately 9000 members of which over 5400 agistered
practising architects. RAIA seeks to advance ther@sts and
professional development of the architectural gsifen in order
to provide positive ongoing benefits to the buitfdand
construction industry, and the community.

RAIA, as a guarantee company, incorporates twoigiag
companies, Archicentre and IBL Ltd, and has intsresan
associated company, Architecture Media Ltd, ea¢h it8 own
specialisation contributes substantial researchlulity and an
enormous volume of construction industry experience

2.2 RAIA expertise and knowledge

221

2.2.2

2.2.3

2.24

2.2.5

RAIA promotes responsible and environmentally snatale
design, and vigorously lobbies to maintain and muprthe quality
of design standards in cities, urban areas, comaiened
residential buildings.

RAIA has established the highest professional stedsd Members
operate according to RAIA's Code of Professionaidct and
undertake ongoing continuing education. RAIA’s Kivesge
Services Unit offers an extensive program at natiand state
level, continuing to keep members informed aboetétest ideas
and technology in architecture and the construdtidastry.

RAIA represents the profession on numerous natiandlstate
industry and government bodies, advancing the ssand interests
of the architectural profession, other buildingfpssionals and the
construction industry.

Particular areas of expertise include:

» quality assurance and continuous improvement

* industry indicators and outcomes

* market analysis

» risk management and insurance

* marketing and communication

» policy development and review

» technical standards

* environmental sustainability.

Through the Practice Services division, RAIA reskas, collects
and refines best practice information and offensi@mber of
advisory and support services to architects anidiibgiindustry
professionals. Advisory literature related to thagtice of
architecture is published in hard copy and eleatrtormat,
including standard form client and architect agreets, industry
standard building contracts and reliable informato
environmental matters as they impinge on architatpractice.
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3. RAIA COMMENTS

3.11

3.1.2

3.1.3

3.14

RAIA welcomes the opportunity to comment on theléss
relevant to the Feasibility Study concerning a fraee agreement
(FTA) between Australia and Japan.

RAIA has been closely monitoring developments sihee
announcement that a feasibility study into a pds$ii A was to
be undertaken.

RAIA appreciates that the formalised negotiationghe FTA are
still to occur. Consequently, without access tefimgs from
DFAT officials, and associated requests for comnfimh DFAT,
it is difficult for RAIA to address issues in a daed fashion.
However, the following submission has been providedhe basis
of the publicly available information.

RAIA would be pleased to provide additional infotina to
DFAT, and support DFAT throughout this processeagiired.

3.2 Content of this submission

3.2.1

This submission will:

. focus on the hurdles and barriers, opportunitiestareats
affecting Australian architects and architectunah$
accessing and operating in Japan, and.

. provide details of the relevant regulatory systemd
structures applying to the practice of architectarieoth
countries.

3.3 Comments in detail

3.3.1

3.3.2

The Japanese building and construction sector échretypal
mature market. Over the course of the past tenooe iyears, the
overall property market has performed well beloteiinational
(and domestic) historical trends, with strong dédlaary pressures
on price and property (asset) values. The streoigttne
deflationary spiral has seen property values dwedecade fall by
as much as 75% to 80% in a number of key areasciedly
across conurbations as Tokyo and Osaka.

However, through the course of the past twelve hmrd plethora
of indicators suggest that the Japanese propentainhas turned
the corner, with land prices in Tokyo for exampéing risen
above headline inflation. Supporting this have be@umber of
macro factors including low interest rates, a iskending figures,
an increase in investment returns across most gyopegments
(residential and commercial in particular), growthrental returns,
together with increased foreign investment in Japameal estate.
These factors have provided property investors veitlewed
optimism over the long-term future growth in prageralues and
future returns from property investment. Theseurirstances are
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3.3.3

3.34

3.35

3.3.6

3.3.7

3.3.8

3.3.9

suggestive that it may (over the longer term) prespportunities
for Australian architects and firms.

Overall, the RAIA views a possible FTA with Japanaa
important trade policy initiative for Australia. Mever, the
overall cost benefit analysis of the final termsd aonditions of
the FTA must uphold and reinforce the economiciktalnd
position of the Australian architectural sector.

With this in mind, the fact that no deadline applie the overall
process provides ample opportunity for the Ausdrali
government, in co-operation with Australian indysto fully
consider and weigh the threats and costs of suggj@sovisions in
a FTA, and measure precisely impacts and affecsustralia’s
domestic economy and on Australian export providers

Since the 1980s, a small number of Australian gecharal firms
and architects have been involved in designs atlyi of
commercial offices, hotels and residential housmdapan.
Access to Japanese opportunities has often aressaube of
opportunistic strategies and targeting key, pregpigjects, rather
than of maintaining an ongoing physical office grese. The level
of opportunities available to Australian architeztsl firms has
been very limited over the course of the past decadarge part
due to the poor performance of the Japanese redéasarket.
Australian architectural involvement peaked throthyhlate
1980s, but even then the involvement was limited.

Overall, the Japanese architectural market isyfaldsed to
foreign architects and firms. The reasons are @ll{owing to
preference and use of native building techniquestachnologies)
as well as regulatory barriers and restrictions.

The Japanese architectural market has not beangrtant
architectural market for Australian architects éinds. The
reasons for this include:

* High compliance costs of addressing the notably
different Japanese domestic building standards and
requirements;

» The relative high costs of business entry, and

» The high operating costs of maintaining a ongoing
profitable practice in Japan.

Consequently, Australian architects have specifidatused on
tendering and providing submissions for prestiggprty
developments and the like as their entry into #Eadese market.
Typically, Australian architectural firms enter thearket via joint
venture arrangements and similar structures thexiadg on a
project-per-project basis.

The economic impact of the proposed FTA (both diyeend
indirectly) on the practice of architecture in Awadita is difficult to
quantify owing to insufficient information concengj the net
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export/import activity between the two countriesacerning
architectural services. In 2004, RAIA conductesiavey
(unpublished) of its members exploring a rangectivaies
concerning export activity. According to the res@generated by
the survey, Japan was only considered by 2% obrefipg
architects and firms to be a significant markettha export of
architectural services over the next five year©9804 to 2008-
09). By way of comparison, China was viewed by 23%
respondents, followed by Europe (19%) and Indi&{}L&s
attractive markets.

3.3.10 A conservative estimate of the current annual ntesize of the
Australian architectural design and related sesvgeztor is
approximately AUD$870 million. (Productivity Comrsisn,
2000, RAIA 2005) Over a third of Australian arclit®work as
sole practitioners, and a further third work agcliors or partners
in small firms or as employees in small firms (Rrociivity
Commission, 2000, RAIA 2004).

3.3.11 While recognising the significant potential of ahAbetween the
two countries, there remain significant regulatioayriers and
difficulties affecting Australian architects ancthitectural
business entering the Japanese market, particaaryongoing,
long-term basis. These involves issues such asrshipe
restrictions, joint venture provisions, licensingysions,
administrative and bureaucratic complexity, andomeat treatment
and repatriation of profits.

3.3.12 Consequently, RAIA’s view is that any FTA with Japshould be
structured to be an overall net positive for Augraarchitecture
with the potential to further open a mature anchssijrated
building and construction sector to Australian &sstture
professionals.
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3.4 Key provisions expected in a FTA with Japan

34.1

3.4.2

3.4.3

A significant amount of work has been undertakenugh APEC
to compare and review the practice of professisaalices
(including architecture) across APEC member coestrand to
develop ‘mutual recognition’ of architects registin each
member country. A summary of the Japanese architdct
professional system has been prepared and subnatthd APEC
review. RAIA refers DFAT to the APEC process, angbarticular
the submission received from the Japanese Minidtry
Construction that outlines and details the regujasgstem
applying to Japanese architects particularly thegmisation of
the Kenchikushi under the Japanese architect registration system.
(The submission can be found at
www.dfat.gove.au/apec/prof_services/japan_arc.html)

In terms of progressing a FTA with Japan, RAIA anages the
Australian government to address and negotiatthéomclusion
of the following key provision. Japan must providea reduction
in the number of barriers encountered by Austradiarmitects and
architectural firms when accessing the Japane$éectural
market. This includes removing unnecessary acogssdiments
imposed on Australian architects by business licgns
requirements, standards or other regulations ianlap

A clear example, can be found per Japan’s GR&%sed
Conditional Offer, dated June 2005. RAIA provided a written
submission to DFAT per Japan’s request. RAIA relfaT to
that original submission. In it, RAIA made the tdling
comments:

Sector or sub sector Engineering services and integrated

engineering services, €) f) 1 (a) & (b), & 2, page 25

Per clause (a), the offer states that in relatiotiné¢ limitations of
market access and limitations on national treatpthatJapanese
propose “None except that commercial presencejisined”.
The Japanese appear to have modified their posftioim the
Revised Offer they limit market access kKenchikushi’ qualified
architects, one of three internal tiers of claeatiion. In order to
agree to such an arrangement, RAIA suggests ddessary for
Japan to agree that Australian architects areifitabas at least
the same tier of classification daéenchikushi’ qualified
architects.

In reference to the phrase ‘commercial presencegisired’, the
Offer contains no definition or example detailingat that may
mean and/or reference to ratios (eg 50% of foremumty etc).

Per clause (b), it appears unusual that the Japav@dd request
the unrestricted ‘opening-up’ of markets to non{Aitects,
therefore effectively diluting the efficacy of thechitectural
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sector.

3.4.4 RAIA fully supports the principle that a possibl@A-should
consider and wherever possible resolve a numbenogk-sectoral
and sectoral issues, such as:

. minimum capital requirements,

. restrictions on wholly foreign-owned enterprised an
other foreign ownership restrictions,

. licence and market access restrictions,
. intellectual property rights,

. responsibilities and variations in implementing $aw
between central and state/provincial levels of
government,

. transparency in decision-making processes, and
. the repatriation of funds and national treatment.

3.4.5 In seeking to move towards mutual recognition glaleese and
Australian architects, appropriate provisions rieeke
incorporated that ensure the high technical skéls required for
practice as an architect in Australia are preserved

3.4.6 RAIA believes that Australian firms and service\pders would
benefit from more liberal access to the Japaneadetactural
market where supply through commercial presencarangment
of providers to Japan is currently quite restricletportantly,
Australian firms in these areas are not so large asovide a
significant challenge to their Japanese countespart

3.5 FTA Positive to Australian architectural service exporters

3.5.1 Given the difference in the magnitude of economawgh of the
two countries, a future FTA, as it affects arcHiteal practice,
should not have a significant impact within Augaal

3.5.2 However, Japanese registered architects are claalywumerical
advantage to Australian architects. Australia has @1,000
registered architects, while Japan has 290,000tecth To reflect
these numbers by population, Australia has 1 achior every
2015 residents, whilst Japan has 1 registeredtaottior
approximately 438 residents. (COAArchitectural Practice
Around the World, 2002) Consequently, allowance for provisions
such as mutual recognition, will be viewed as aifitant concern
by the Australian architectural sector.

3.5.3 In general terms, the regulation and professioralagement of
the architectural profession in Japan is similah&®Australian
system, with the basic provision that foreign aeatis operating
Japan must meet relevant education requiremerdsyark in
conjunction with a Japanese registered architedirm or
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equivalent. Mutual recognition would need to remav else
reciprocate the latter restrictions.

3.5.4 RAIA believes the impact of a FTA will be most esit
concerning issues such as temporary entry of dkillefessionals,
export of educational services (architecture faregle), mutual
recognition of registration, skills and experience.

3.6 Conclusion

3.6.1 At face value, RAIA supports in principle the camgibn of a FTA
with Japan. However, calculating the net benefit¥ostralian
architecture will be difficult to determine untilé scope and
extent of the Japanese Offer is tabled for conataar.

THE ROYAL AUSTRALIAN INSTITUTE OF ARCHITECTS 1
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4. APPENDIX: ARCHITECTURAL SERVICES &

REGULATION COMPARED

4.1.1 There are approximately 11,600 registered arclsitecAustralia,
of which approximately half are members of the RAIA

4.1.2 Architects provide a significant and wide rangeseifvices in the
building design and construction sector. The rasfggervices
include: building design, building site analysisnstruction
project management and feasibility services, plagni
management, contract documentation and administiatnergy

conservation, and town planning.

4.1.3 Architects operate across a wide range of buildind
construction segments such as in the provisioestiential
housing, commercial buildings, industrial facilgjehospitals,
schools, tourist facilities such as hotels andnteseporting
facilities such as sports centres and stadia, mhéritage and

conversation.

4.1.4 Table 1 illustrates the services offered by Augraarchitectural

firms.
Table 1. Project work undertaken by Australian architeatdirms
All Firms

Residential (construction value up to $500,000) %11
Residential (construction value over $500,000) 14%
Alterations and Renovations 7%
Commercial (e.qg. offices, shops) 22%
Industrial (e.g. warehouses, storage) 5%
Health (e.g. hospitals, nursing homes) 12%
Education (e.g. schools, universities) 14%
Tourism (e.g. hotels / motels, theme parks) 3%
Heritage / conservation / restoration 4%
Recreation (e.g. sports centres, pools) 2%
Other 6%
Total 100%

Source: RAIA, 2003, Architectural Office Profile & Financial Benchmarking

Report

4.2 Regulation - Australia

4.2.1 Each Australian state and territory operates asiat certification
system regulating the architectural profession.

4.2.2 An architect’s board operates in each state amitioigr which
oversees the regulation of architects. To praceticde describing
oneself as an architect, a person must:

. have a recognised academic qualification in archite or
a pass in the National Program of Assessment (NRAg
pass in the relevant Registration Board Prescribed
Examinations where offered,;
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. have a period of training through experience fodavby
successful completion of the AACA Architectural €tree

Examination (APE); and

. apply for registration to the Architects' Boardhe State
or Territory in which registration is sought. (Artects
Accreditation Council of Australia Inc.)

4.3 Regulation - Japan

4.3.1 Architects in Japan are required to be licensegigtered) as per
the provisions of th&enchikushi Law, theKenchikushi Law
Enforcement Order and Regulations. This includiseasing

regime requiring:

. a professional degree in architecture;

. a period of practical training or internship; and

. successful completion of relevant examinationsOAC,

2002)

4.4 Mutual recognition -Australia (Internal)

4.4.1 At present, mutual recognition of Australian arebts applies
across all Australian states and territories, isigle of New

Zealand architects.

4.5 Regulation & Registration Comparison

4.5.1 In broad terms, both countries operate similar laguy
frameworks applying to architects, reflecting teddral
government structure of both countries, and thiarim of

educational and professional training requireménntsicensing or

registration.

4.5.2 The similarities are illustrated in table 2.

Table 2: Chinese & Australian Registration Minimums

Requisites Australia Japan
Architectural qualification/proof of equivalent YES YES
Academic record YES YES
Proof on Internship/experience YES YES
Successful completion of examinations YES YES
Have title recognized YES YES
Registration/ licensing YES YES

Source: COAC, 2002 Architectural Practice Around the World
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