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later expansion based on the domestic market runs up against the
constraining growth rate of that market.

Furthermore involvement in export_mquets has afpeneflcgﬁé
effect on the efficiency and competitiveness of 'iims,lmost
products designed to compete on export markets hw1 veise =
certainly beat import competition at home, whereas the re

not always true.

As exhortations to export, made since the early 19703, ha:g
been demonstrably ineffective, and for the reifons.nirgggged
above, incentives for exporting _should now e 1
notwithstanding the GATT code provisilons.

3.4 Principal Conclusions
The principal conclusions of the paper are:

1 The balance of payments is a major constraint on a sustained
) faster rate of economic growth.

2 This is because of structural weaknesses in our economy-
. particularly our reliance on exports of raw materials and
deficiencies in manufacturing.

3 To overcome these structural weaknesses, new directions in
) national industry policy already commenced will need to be
strengthened to promote increased exports of manufactures
and services. Protection is not relevant nor necessary for

the required new industry policy.

4 Principal measures of that new industry policy include

. facilitative policies for enhancing competitive strengths,

specific sectoral plans in certain cases, and general

policies, particularly the exchange rate, incomes policy,

the taxation system and policies for 1labour market
flexibility.

5 Integration of longer term (industry) policies and shorter

- term (macroeconomic) policies will be difficult but

necessary, and the prospects for faster economic growth over

the next few years appear poor, unless transitional policies

can be developed to encourage investment in new capacity for
export markets.

N S

103

THE CASE FOR FREE TRADE AND ECONOMIC GROWTH

&

By Wolfgang Kasper
I Australia's Growth Performance is far Below Potential

It is by now well-known that Australian economic growth has
lagged behind that of other high income countries, let alone the
new industrial countries in our wider neighbourhood (Figure 1).
If these trends continue, Australians are 1likely, by the year
2000, to have a 1living standard below that of Singaporean or
Malaysian citizens. This prospect raises important questions not
only of economic policy, but of wider national strategy.

When economists try to explain why economic growth is rapid
or slow, they normally analyse the supply of production factors
which are used to generate a consistent rise in productivity and
living standards, i.e. economic growth. Thus, economists tend to
look at a nation's potential supply of 1labour and skills,
capital, technology, and natural resources. Yet when one
considers these production factors with regard to the Australian
economy, one cannot find bottlenecks that would explain the
Australian economy's poor growth performance:

- Labour-force growth has been relatively rapid, both from
natural population growth and immigration. In contrast to
many Northern-hemisphere industrial countries, Australians
can expect the fastest population increases in the next
decades to be among working-age people. The Australian
economy will certainly not be weighed down by a "pension
burden" to the extent of the European countries or Japan.
This has important beneficial implications for capital
formation and growth. And Australians can expect for some
time to have a better average skill endowment than the new
industrial countries of Asia.

Australia is a capital-rich country with a savings rate that
is higher than that of many other OECD countries. In
addition, we have access to world capital markets thanks to
our political stability and development potential. And we
can greatly benefit from investment;l by internationally
mobile enterprise - if only we want to.

Professor of Economics and head of the Department of

Economics and Management, Australian Defence Force
Academy.
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FIGURE 1

ECONOMIC GROWTH:
AN INTERNATIONAL COMPARISON

- per capita GDP at constant 1980 prices and exchange rates, in US-$ -

log
log
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*Yest Nalaysia before 1970

Sources: THF. International Financial Statistics. passin’
Taiwan Statistical Data Book.
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= Australians have access to all the technological resources
that innovators in other affluent countries have created.
Our research infrastructure and the knowledge of the English
language strengthen Australia's access to the world's
technology potential.

- With regard to natural resources (minerals, land, space,
climate) Australians are better endowed, on a per-capita
basis,zthan the citizens of virtually any other country on
earth.

We have to conclude that traditional factors cannot explain
the poor economic growth record of the Australian economy. On
the contrary, this country is endowed with a singularly rich
array of natural and man-made resources. One should indeed
expect such a relatively young country - that is located in the
most dynamic region on earth, the West Pacific - to manage fairly
high economic growth.

II Poor Economic Growth is Caused by a Lack of Competitiveness
and Flexibility

The vast gap between economic potential and performance in
Australia can, however, be explained by microeconomic Ffactors.
After all, economic growth does not happen spontaneously simply
because the necessary production factors are present, These
production factors have to be combined by entrepreneurs to create
wealth; and production structures have to be adjusted continually
to exploit new production and market opportunities. Production
systems that fail to adjust to new opportunities will not achieve
much economic growth.

The unprecedented post-war record of economic growth in the
industrial and the developing countries owes much to change and
to flexible adjustment. Flexible adjustments and factor mobility
from less productive to more productive ways of doing things make
up a cogfiderable part of what has become known as "third-factor
growth". If one analyses Australia's post-war growth rate, one
finds that our low growth performance was not caused by low
capital formation or insufficient work effort but by an
insufficient "third factor" contribution to growth, which fell
far short of that in Europe or Japan.4

When one asks why there was relatively little structural
adjustment, innovation and "third factor growth" in Australia,
one can quickly identify relevant aspects in which Australia
differed from the faster growing economies overseas:
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Different from most European countries and Japan and also
different Ffrom most new industrial countries in Asia,
Australia did not go through the upheaval of war and the
consequent disturbances to social structures. These
upheavals made people insecure, but also motivated them to
gain some security through material achievement. The
upheavals of the war alsoc made people tolerant of change.
The subsequent economic successes taught them that economic
change can be exhilarating and beneficial. Many Australians
- especially migrants - had similar experiences, but they
lived in a country whose post-war economic policy was to
conserve industrial structures and to resist

change.

war—-time

Different from the overseas countries that embarked on a
course of trade liberalisation, Australian economic policy
aimed at protection from international competition, similar
to New Zealand or Argentina - and with similar results.
Trade protection was aimed at job creation, irrespective of
cost competitiveness. In the post-war period, it was
increasingly administered with concepts of social egquity in
Those who could demonstrate a need for more tariff

mind.

protection, got it. Successive post-war governments thus
set up a structure of incentives that strongly interfered
with international market signals and rewarded those

industries that were comparatively least efficient and those
workers that were internationally least competitive.

- The Australian economy is much Iless integratea. with the
world economy than one would expect for a country of
Australia's size. The degree of international integration
is best measured by the share of import expenditure in gross
national spending. Figure 2 shows that Australia's import
share falls far short of what is internationally "normal",
which can be expressed by a regression line of import shares
against population. Indeed, the gap has widened between the
late 1950s and the early 1980s, in contrast to virtually all
other developed nations. Australia's import share is now
16.3 per cent against an expected figure of 31.9 per cent

(on the regression line).

Australia's industry protection policy, whose roots go back
to the mid 19th Century,° initially created profitable domestic
markets which permitted the creation of diversified industry
structures. Rapid market growth thanks to immigration further
stimulated industrial growth in the post-war period.
Manufacturing industries were therefore the "engine" that pulled
Australia's post-war economic growth.

FIGURE 2

INTERNATIONAL INTEGRATION

— % share of imports in gross national product -

107

(Millions)
LOG

POPULATION

POPULATION
Hillions
LOG

: »”
! T T
2l
- B
.
i Il ogm
| ! o P
£ | =
g | : |
a S | !
H | i
g e o | ' i
] b= ® :
ot j
g é = i -E !
i b | e gt i
i g gﬁ 4 {
ek SH Lo
ﬁ g EE T8z &)
14 = o = a i ! =
5 |8 (Ge e o3
< |8 2”& S
o = '
/ 3 H &l zs
£ (5] I | =1
d Ha | 5
o ] = | z | i i
o i H =4 ! i ;
ozt 5 |k | e
€5 | 2
= ] !
! H | i i
: ; i i
i i i { ]
§ g R KRR S " o~
»
; r
;
!
8 4 ‘s
= £ : =
2 F £z
n £ § ke
& g B © 59 -
o) z; = i
k-1 © NoO
E g o = o
P o
" o ° ﬁ /
v g - E o -
g .4 3 7 g
= § T ﬂ-'g: P2
u B E: '.Eﬂu o
g g g £ 3 &
. E &
a @ ’ - a lﬁ z
@ E 2 4 2
—'! vt
E’ S g Fof —
o 2 g s 2
noc -] go <
S b Q i
[ T | :
~ !
g8 8 R9RR 2 » o«

60 70

50

10
IMNP(I98085) = 49.9 -15.2 log (Fopeilation)

10

IMPORT SHARE

e

IMPORT SHARE

Irend: TNP( 195560} =35 16~13 .3 1 og{Fopulation)

*

inl Statistics,

SOURCES: I, International Financ

on estimates



108

The happy experiences of the late 1940s and 1950s, which
many industry spokesmen want to recreate by advocating more
protection in the 1980s, disguised the germs of self destruction
built into that the economic strategy of the Menzies/McEwen era.
Australia was not exception to the generally observed rule that a
country cannot for long disregard the economic principles of
specialisation and comparative advantage. Experience has shown
time and again that a country can only stimulate diversified
industrial growth for a decade or two by offering tariff
protection irrespective of the international cost
competitiveness. After that, the activities that grow behind the
artificial protection of a tariff wall have reached the limits of
domestic markets and cannot expand into exports because of the
high cost of protected production.

IIT Protection Creates High Costs and Slow Growth

In the long run, protection policies create high costs and
economic stagnation for a number of powerful reasons. The
artificial stimulus of protection initially offers profit
opportunities by allowing producers to charge higher prices than
prevail in the world market. However, protection also ensures
that there are fewer competitive pressures to reduce costs, so
that - gradually - the tariff boost to profits is eroded by
higher costs than prevail in world markets. This inevitable
"cost creep"” behind tariff walls is due to a number of factors:

- Diseconomies of small-scale production and §rtificial
diversification in a market of limited size establish high
production cost levels and reduce the scope for cost

cutting.

= Cost prices (like wages) are higher due to the acceptance of
the principle that the tariff creates a better "capacity to
pay" in protected industries.

- Process innovation, which might cut cost, is slow because
there is little effective competition that exerts pressures
for cost control.

- Product innovation is retarded, because the competitive
rivalry for market shares is mitigated behind a protection
wall. Often suppliers are allowed to cartellise which may
help to increase technical efficiency, but certainly reduces
long-term economic efficiency.

Economies of scale and the technical and management changes
necessary to realise scale economies have been key sources of
industry growth in the open economies overseas. Thanks largely

109

to the process of world-market integration and the adoption of
large—scale US production and distribution techniques, the
gptlmum. scale of production has greatly increased in many
industrial processes. More recently, computer—aided production
technology has begun to replace mechanical or manual production
controlg. This has opened new opportunities to speed up
production processes, many of which are raising the_optimum-cost
scale of production to even bigger production runs. Firms that
can produce competitively for the world market can utilise this
new technology efficiently, lower their costs and create secure
jobs tpat pay high incomes. Greater efficiency of mass
producplog was the most important result of international
economic integration among the OECD countries in the 1950s and
1960s and in the openly trading new industrial countries since
the lqﬁOS. Trade mobilises productivity growth through scale
economies.

Productivity and income growth is also greatly promoted by
other dynamic effects of international competition. Dynamic
effects like "learning by doing" (producers with high turnover
benefit from ;earning curve experiences), faster capital turnover
and more rapid innovation due to international specialisation
have been the crucial elements in many industrial success stories
overseas. These dynamic effects would not have been set in
motion had these economies not opened up to international trade.
After all, one of the key functions of international trade has
a%ways begn that it transfers useful ideas. Many Australian
flrmg, yhlch are confined to a market the size of Holland (only
16 million consumers), have missed out on many of these sources
of growth because of protection and the inward-looking attitudes
which are promoted by protection.

) Tgade protection often amounts to protection from the
%ncentlvg to undertake useful innovation. To appreciate how
international trade conveys new, useful ideas around the world,
one only has to compare free-trading Hong Kong with protected
$hangha%. What matters for growing prosperity is not only the
innovation of final products, but also process innovation and
innovation of intermediate products. Countries with open access
to the wide variety of intermediate inputs that are available in
world markets can develop better and cheaper products, whereas
produce;s in closed economies frequently bear the costs for the
protection of other industries. Thus, many products that could
be madg from protected steel in Australia are not competitive in
domestlc and international markets, because the tariff on steel
raises 'the cost of steel or because there are not as many
specialised steel products readily available as in the open world
marke?. As a result, Australian steel users may have to
substitute for the best possible steel component a somewhat less
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appropriate component which happens to be available here. Thus,
they may only be able to offer a product of lesser gquality.

The cost level is pushed up by long-standing tariff or quota
protection also because the artificial profits which protection
creates tend to be captured sooner or later by the production
factor with the most inelastic supply. This induces labour to
organise to make labour supply inelastic. Whilst new tariffs
tend to boost profits, old tariffs invariably raise wage rates
and lead to rigid labour behaviour. It 1is therefore no
coincidence that all countries with long-standing trade
protection have well-organised, aggressive trade unions which
have appropriated the tariff margin (Australia, New Zealand,
Argentina). This contrasts with openly competitive economies
where employers and employees share the feeling that they "sit in
the same boat" and should stick together to cope with the
exposure to world market competition. In German or Japanese
firms, for example, appeals to unions for wage restraint or an
end to a strike are frequently made with the argument that export
orders are poor or that international cost competitiveness is
being lost. Such appeals tend to carry much weight with the
workforce and this leads to cooperation. By contrast, the
protection of Australian product markets also foments and
protects antagonistic industrial relations and - ultimately
fruitless - redistribution battles. Instead of making employers
and employees concentrate on the common interest of Jjoint
prosperity in a competitive world, protection policy has created
conditions in which workers and employers can face each other
before an arbitrator as if they were hostile parties in divorce
proceedings. The posturing of opposed parties before an
arbitrator contrasts with what is the normal condition in more
openly competitive countries overseas, namely cooperation akin to
a thriving family. Tt is no coincidence that the highly
protected industries, like the metal industries, are normally the
wage leaders which tend to en new rounds of wage explosions and
subsequent job destruction. Yet, few Australian industrialists
realise that the tariff, which they favour, is the linchpin which
supports antagonistic industrial relations, which they deplore.
In reality, protection simply redistributes the ulcers from the

sales manager to the labour manager.

Another costly effect of long-standing protection on
industrial growth in Australia derives from the fact that
successive governments have given high protection to labour-—
intensive, low-skill consumer-goods industries, but allowed
capital goods in free of tariffs, often under by-law exemptions.
As a result, Australian manufacturing has a lopsided structure
with a rather big share of low-skill consumer goods and an
abnormally small share of investment goods production.
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economies in which industries and servic?ﬁ ﬁre exggj:f f:ieTugg
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international competition tend to ) e

i te from competitive
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v The Defence Argument For The Tariff

Oone of the weightiest traditional reasons for Protectiog haﬁ
been the defence argument: National sEverelgni%de%gndeit
i i tem which makes an
industrial defence support sys ) ! ependent

i idely seen to epen
defence posture credible, are Wwid < B 4
ifi i i losses should be accep ’
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it is said, because a country as remo :
;ble to caker for its defence-logistics needs in the case of

military conflict.

This argument carries particulgr weight amopgsz.a geﬁifaiégg
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industrial base is of no use to defence if the next international
conflict takes the form of a quick exchange of nuclear strikes or
a gradual invasion of Asian boat people.

Two aspects have to be examined in this context, long-term
defence needs and defence capability. The likelihood of
international conflict and the need for the military defence of
Australia is, in the longer run, probably increased by an
economic policy that inhibits free competition in the rich
Australian markets by the new industrial countries in our
neighbourhood. Many leaders in business and politics in the new
industrial countries of Asia are changing their perception of
Australia because of Australia's selective trade controls. Many
Asian leaders now believe that trade barriers are imposed by
Australia whenever one of the Asian exporters is successful.
Australia therefore no longer has the image in Asia of a
generous, self-reliant, non-colonial nation that lives in a rich
developing country. Australia's predominant image among the
Asian elites seems now to be mulch more that of a petty, selfish
trade interventionist, Such changed perceptions can easily - a
generation later - lead to confrontations, especially with
dynamically growing economies which suffer from the centrifugal
stresses of rapid industrialisation, urbanisation and social

transformation. A bit more open trade now could avoid a defence
need later-on.

The long-term defence capability of a nation is first and

foremost related to its gross national product. Therefore, the
growth-retarding effects of the tariff should fill far-sighted
Australian defence planners with alarm. Economically stagnant

countries have - in the long run - always had to accept military
interference by their economically more dynamic neighbours.

Defence capability also depends on the structure of industry
and the technical skills it employs. Thus, the metals and
electronics sectors matter most to modern defence capability.
These would be the very industries and skills EEat can be
expected to flourish in Australia under free trade. However,
the highest rates of protection have been given to low-skill
industries - 1like textiles, garments, footwear - that are of
little relevance to defence capability whereas technology-
intensive industries have 1little protection. It seems
interesting in this context to contrast Australia with Sweden
whose manufacturing sector grew up without protection and which
has a resource endowment in metals not dissimilar to Australia.
Sweden would seem to have a much better industrial defence
capability than Australia whose industry structure has been
twisted towards consumer goods and whose workforce has become
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strike-prone partly due to the lack of pressure from
international competition.

Finally, it should be taken into aqcount that no cguntgy the
size of BAustralia (15 million inhabitants) can maintain an
industrial base to eguip a modern dgfgnce forpe. The full range
of basic metallurgical and machlplng %klllS necessary to
manufacture (not just to assemble) a jet engine, a simple tralEer
aircraft, a submarine or even to develop.a modern.cross-coui.ry
vehicle are simply no longer available 1in AUSti§ 12.
Technological change over the past 30 years has-left Austra ia no
option but to depend on imports of defence equipment. Ill;;lgni
harking back to the mobilisation gffo;t of the Second Worl ti
and trust in protectionism of ba51c.1ndu5try structures in e
hope that industry can pro@uce major weapons syste?? 1n 22
emergency only hamper a rational concentration of effort a
resources on developing crucial repair and malntena;ie
capabilities, which is the industry support that defence really
needs.

v The "New" Protectionism

One frequent argument for pFotectign is tpat nowgdayi
virtually all nations protect their 1ndus;r1es ﬁrom 1ntgrnat19na
competition. Protection has increased in various gulsesls;gce
the end of fast growth and high employment 1n_the early 3 tﬁ.
Yet, the preceding argument should.have made it clear thi_ e
main losers from the Australian tariff haqe been the Austra 1;gs.
Trade liberalisation is in the best interest of Austra 1in
economic welfare and should not be treated as a sacrifice to
benefit other countries.

It is indeed true that slow growth and rising unemploymegt
have given rise to new protective measures around the worlt.
Thus, a rapidly rising share of East Asian maanacturedlgggorlg
is subjected to new restrictions by OECD countries. 1In K,
per cent of the manufactured exports of Japan, Hpnq ong,
Singapore, Korea and Taiwan had to face trade_restrlctloni Yy
OECD countries. By 1983, the percentage had risen to no be:g
than 32 per cent. These measures prevent economic recovery gh
in the protected nations and in other countries. Thuﬁ, 4 e
Common Agricultural Policy of the European Economic Commun;;y 22
not only lead to grave financial problems for the Community z
to confrontation with EEC farmers but has also hurt thlrd—cogg r¥
producers like Australian or US farmers. The same can be sai 01
the successive multi-fibre agreements that restrict 1nterna;10na
textile trade. These agreements have disturbed trade flows,
raised consumer prices (often at the expense of the pooresz
families) and have not managed to sustain employment. A recen
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OECD study of the new protectionism concluded that protection
shored up some jobs but imposed a hidden tax on all othf
economic activities thus destroying jobs in many industries.
The new protectionism of the 1980s delays much needed structural
adjustment, consequently, the structural adjustment problem will
be greater at a later stage.

The arguments for artificially delaying structural
adjustment by retaining or increasing protection are of course
well-known to Australians. Thus, the Crawford Study Group on
Structural Adjustment argued in 1979 that a transition to freer
international trade would be beneficial and would help to return
Australia to high levels of employment, but that trade should be
liberiﬁised only when unemployment had dropped below 5 per
cent, This of course amounts to the recommendation that the
patient should only take the medicine after he has recovered.
The deepening industrial malaise since the publication of that
report should by now have made it clear that this recommendation
aimed at an unrealistic illusion: higher levels of employment in
Australia will only be achieved if labour costs are reduced in a
process of all-out restructuring, specialisation and accompanying
productivity increase driven by a gradual move to free trade. Of
all the sources of employment growth, none is more promising than
the productivity increase due to trade specialisation.

In more recent years, a new element of "neo-protectionism"
has crept into the Australian discussion as a by-product of the
new "consensus politics": Industry policy relies increasingly on
coordination by the Australian Manufacturing Council and many
industry councils in which unions and big firms meet and consult
with government on how the lot of a particular industry could be
improved. It is virtually impossible for the Good and the Great
who represent the interests of a given industry, to agree on a
plan that is not to the detriment of third parties which are not
represented on the industry council. Given Australia's tradition
of protection for organised industries, the industry council
structure has strengthened autarchic policies despite fregquent
lip-service to the ideals of free trade. Australia's centrally
guided industry policy follows in the direction of all
corporatist policy which has always been biased in favour of
protection (and against fast growth thanks to competition and
elastic supply).

VI A Programme for Free Trade and Growth

The deepening industrial malaise, which is a direct
consequence of interventionist trade policies and the high cost
levels that they have promoted, can only be cured if Australia
abandons the failed strategy of the past. The economic problems
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of the past ten years, especially the doubling of the
unemployment rate from 4 to 8 per cent, can only be remedied by a
fundamentally market-, competition- and productivity-oriented
trade strategy. The country can ill afford a continuing drift
into ever higher costs and more Jjob destruction. The primary
sector, whilst crucial to the economic well-being of Australia,
cannot alone create the necessary jobs for our children or pay
our pensions. New industrial expansion (to process primary
products, to compete in the dynamic West Pacific area and to gain
productivity from international specialisation) will be needed if
we are to return to high levels of employment. This seems all
the more urgent as job creation in Australia's already oversized
service sector is being curbed by the introduction of labour-
saving microchip technology. In such a strategy to raise
productivity, the liberalisation of international trade and
capital flows will have to play the key role.

Experience 1in post-war Europe and many thriving new
industrial countries has shown that trade liberalisation has to
be expected by producers, and hence has to be pre-announced.
only then will it generate the constructive responses of
producers that are desired. Surprise, stepwise tariff cuts like
the Whitlam tariff reductions of 1973 are bound to be disruptive.
After all, industrial structures, market relationships,
production techniques and skill use are conditions that can only
be changed slowly. on the supply side of the economy, only
steady, predictable policies will lead to success.

A tariff cut will also have to be across the board so the
industries, which use high-cost, protected inputs and sell high-
price, protected output, receive the beneficial effects of
liberalisation at the same time as they are exposed to greater
competitive market pressure. Relative prices should be distorted
as little as possible by the move towards genuine world market
prices, so that producers do not respond to wrong market signals
by investing into production capacities that cannot be sustained

in the long run.

A clear commitment of the BAustralian government to an
across—the-board, gradual wind-down of all guota and tariff
protection over five years in ten equal semi-annual steps would
be a clarion call for industry to rationalise and restructure.
As has been invariably shown overseas and as financial
deregulation has just demonstrated in Australia, such a signal
mobilises hidden productivity reserves. Scale economies,
spontaneous international cooperation and so-far-unused
production factors would put australian industry on a path to
rapid productivity growth and job creation and would make our
supply system more elastic again. all of a sudden, Australian
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E?ngactu%st would discover that they can compete successfully
. a slimmed-down product range on the Australian and on
rseas markets, so that they can make profits from large

production runs even if the m - i i
st o ark-up on each unit of output is

No one can of course i i
. No ¢ precisely predict what indu i
gct1v1t1es yould flourish under free trade. This is a mattzgrégi
ecentralised search and discovery and test by market

gﬁ?ﬁifiziﬁn- However, it‘ is 1likely that resource-intensive
s g, capital-intensive activities would flourish, ofte;
e most high-technology activities - an area where there is

fierce international com iti
: peti n from i -
medium-technology activitiestﬁf iERs: TRGEy molR put

A gradual, across-the-board tariff i
cut might come under fi
iEoT sntrenched and so far protected interest groups. It wauig
Geﬁeiagr;gigiﬁegicessﬁgy z% bind such tariff reductions with the
on Tariffs and Trade A unilat 1 d i
of protection by Australia, would fi i i griotlin g
acilon et Bt o GATT.lg fit nicely into proposals for

Some observers fear that a one-sided tariff reduction w
ii:ir;§§agriiir:ﬁ2?e i;i;fﬂ?s and further depreciations ofogéi
1 . ears seem largely unfounded
gg;gift:lreflbullt on the. wrong assumption thayt there wi'llbebc:ursag
Sepital aﬁ:s. t.But since mugh of the initial rise in imports
T ne;)ma 1§a11¥ self—flnanceﬁ, because tariff cuts would
investorg 1é)ro uct}v1ty and p;cflt opportunities, and foreign
et Fwout perceive Aust;alla as a good country in which to
extend.theoguc2;:s;élE;ppen' it would Qf course be necessary to
Sl u efequlatlon qf financial markets to long-
e investment and abolish the Foreign Investment Review Board.

nd ﬁ?d@aiy obseryers such a clear break in Australia's trade
continéggiinfygf ﬂg&lcg ']éif seem unacceptably bold, but a
i e failed strategies of the past would
require even greater boldness It is una auE
L g . cceptable to continu
Egggl:gnotiniggnq geq?fatlon rising unemployment, to envisageetgg
ng- egic-military consequences of a geki
slide down the income ladder i gl ol iy e
c and to drift deeper and d i
regulation, lobbying and pressure iti s g
group politics where well-
connected and old-established lobb
: ( Y groups hold sway. Su
ic§;grlo,(fhlgh we haye.rehearsed over the past decadg and Jﬂlcﬁ
u% il end in a disintegration of society, seem totally
attractive and unnecessary given Australia's excellent
opportunities to compete internationally.
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Yet a more prosperous, more challenging and more cheegfyl
future will only be feasible if we remove .the parasitic
infestation of protectionism which has been stunting Australia's

economic growth for so long.
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