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does it benefit Australia?

T
he Australian government has a
policy of ‘opening markets’ – that is,
actively moving towards freer trade.

This means removing trade barriers that
we have put up against other countries’

goods and services coming into Australia,
and other countries’ removing or at least

lowering their barriers against Australian
exports.

Many people support open markets. They see it
as a way of increasing Australia’s employment

and prosperity.

Others see it as disastrous for at least parts of our
workforce, and say that we need to keep some trade

barriers there to protect local industries and
employment.

In this article we present you with a number of the main
arguments and points of view in this debate, to help you
come to your own conclusions.

“ OPEN ING
MARKETS”
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Curriculum Links Inquiry Sequence:

At the end of this unit students will be better able to achieve the
following learning outcomes for Resources and Natural and
Social Systems:
• define and explain ‘open markets’,  ‘free trade’, ‘trade

liberalisation’, ‘trade barriers’;
• explain and critically evaluate arguments for and against trade

liberalisation for Australia and the world;
• understand the role of the Department of Foreign Affairs and

Trade in advancing Australia’s national interests in the issue;
• reflect on the implications of alternative trade policies available

to Australia, and the likely consequences of these.

Investigation 1
What are ‘open markets’ and how do they work? 

Investigation 2
What are some main arguments for and against open markets?

Investigation 3
Testing some arguments – what is happening in Australia
today?

What are ‘open markets’ and how do they work?

‘Open markets’ or ‘freer trade’ or ‘trade liberalisation’ are terms used to describe the policy
which seeks to have freer trade throughout the world.

This means that there will be lower barriers or restrictions on trade between countries —
other than those which may exist to ensure the safety and quality of the goods traded, and
the working conditions of those involved in producing the goods.

In effect, it means that any supplier of goods or services has the right to send those to
another country, where they will be bought if they are cheaper or better than what is
available from anywhere else.

This might seem to be pretty simple — just let country A offer its goods or services to other
countries, and they will buy them or not according to the price and quality of the goods or
services, the amount available, and the demand for them.

But it’s not quite as simple as this. There are various ways in which trade is not free between
countries — some of these barriers to free trade are easily seen, but some are hidden from
obvious view.

This is the second of three articles for 2000 that explore a key element of Australia — the way it organises
Australia’s national interests and its international obligations.

The three articles look at particular aspects of our international situation that affect young people’s lives
today.

The first issue, of Australia’s place in Global Warming, was in STUDIES number 1 for 2000. An article on
how Australians’ interests are protected abroad through our Embassies and consular services is on page
35 of this issue.

The starting point for each article is
the rich resource available on the
Department of Foreign Affairs and
Trade web site —
http://www.dfat.gov.au

Take a look at the site, and you will
find much that is usable in your
classrooms.

1
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Australia is a trade-dependent nation — more so than most other countries.

We rely on our exports of minerals, agriculture, manufactured goods and services in roughly
equal proportions. Over half our exports are to Asia.

The Australian Government is a supporter of global trade liberalisation — the move towards
freer trade between nations, based on a fair rules-based multilateral system.

Many people agree with this, and say that free trade increases exports, increases employment,
lowers costs, and makes Australia more competitive and successful in the world — with
benefits to all Australians’ standard of living.

Others disagree, and argue that free trade lowers working conditions, creates unemployment,
weakens national culture, and decreases a nation’s own sovereignty; it benefits some
Australians, but others suffer and pay the cost.

I
magine that in each of the following situations you produce rice in Australia.You want to sell
your rice to other countries, and get the best price possible.You need to be able to sell it at $100
per tonne to cover the costs of producing the rice, shipping it ready for sale to another country,

and to give you a decent income and keep your farm going.

1 Look at the following situations, and explain in your own words:
a why the country might adopt this policy;
b what the obstacle or difficulty for you is in each case.

2 Match each situation to the types of trade barriers explained in the column opposite.
Draw a line from the country to the type of trade restriction which best fits what that
country is doing.

Country A
This country grows rice, but it is expensive for locals
to buy. Australian rice could be sold in this country
far cheaper than the local product — but the
government of A only allows a small amount to be
imported. 

Country B
This country grows rice, but it costs much more than
$100 a tonne to produce. However, the government
believes that country B’s rural communities are the
lifeblood of the nation. If the local towns and villages
decline because they cannot sell their products,
then the whole nation will suffer culturally. The
government therefore pays its farmers money to
help with the costs of production, and to keep the
price to consumers below the price of overseas
competitors such as Australia.

Country C
This country grows rice. However, the government
wants its local growers to have a competitive
advantage in the market place. Local growers can
produce rice for sale at $120 per tonne, so the
government imposes a tax of 25% on goods coming
in before they can be sold locally. This has three
effects: it ensures that the local product will continue
to be grown in the same way; it makes the local
product cheaper than the imported competitor; it
makes the local product more expensive to
consumers than it would be without government
intervention.

Tariff — a tax placed on imports to raise their price
so that more expensive locally produced goods are
price-competitive in the local marketplace.

Export subsidy — a financial or other cost-
reducing benefit provided by a government to a
producer so that the goods produced can be sent
overseas and will sell there at a competitive price
against locally produced and otherwise cheaper
goods.

Quota — a restriction on the amount of goods
which can be brought into a country without
incurring extra import tax (tariff).
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T
hese are some of the legal or economic barriers, which exist against free trade. Note that they are
all government actions, or actions that are within the government’s power and it is only by
involving governments and whole nations that these practices can be eliminated.

Australia used to have strong barriers to freer trade, especially through tariffs. Since the 1980s
Australia and other countries have been reducing tariffs and other barriers to free trade, though
some still exist.

Government trade policies are not the only element which influences trade. Another major aspect,
which has an impact, is the conditions in a country, which affect production of goods and services.
This can be such things as wage costs, the state of roads, the cost of electricity, the speed of handling
cargo at ports, the efficiency of telecommunications, the time to travel between a factory and a port
or airport, and many more.

3 As a class discuss:
• what the advantages of free trade might be to Australia
• what the disadvantages might be.

Then look at the next investigation to test your hypotheses and ideas on this issue.

What are some main arguments for and against 
open markets?

T
he move towards open markets is concerned with removing barriers and protection, so that
there is fair competition, better prices of goods for consumers, job creation in sustainable
industries, and best returns possible to producers. Supporters also argue that it provides

opportunities for developing nations to use their competitive advantages (such as cheaper
labour) to provide their people with more and better paid jobs.

Trade barriers are commonly in the form of a tariff (import tax), which has to be paid before
your goods or services can enter another country, or a quota, that is a limitation on the
amount which can be brought in without incurring a penalty tariff.  Standards (health, safety,
quarantine) can also be used as a trade barrier.  Other commonly used forms of protection of
domestic markets include government payments (subsidies) or other cost-reducing measures
provided to local producers — in effect making the cost to the producer of producing the
good or service less than it really is.  In short, somebody else pays part of the cost in a
hidden way. 

Efforts in support of “freer trade” are aimed at promoting trade and eradicating trade
distorting measures which often give unfair advantages to less efficient producers; efforts in
support of “protection” are aimed at insulating local industries against outside competitors
and at “cocooning” markets from the import of certain goods or services.  

Australia is an efficient producer of some goods and services, and we can sell these overseas
because our prices are competitive and our quality is high. Among out main exports are
agricultural products, minerals, and some high value-added products, which require an
educated, skilful and technologically advanced workforce and workplace.

On the other hand, there are goods and services we cannot currently produce as well and
cheaply as others, so freer trade provides the opportunity for people to choose between
locally produced and imported goods or services without the price distortions caused by
tariffs and other protectionist measures.  Freer trade also encourages local producers to be
more innovative and efficient in producing competitive goods and services.

Some of the main arguments for and against open markets are presented below. 

1 Your task is to:
a read some or all of these and decide if each supports or opposes free trade (it might

be best to make this a group task);
b classify the type of argument being put in each case — using the list below 

(note that in some cases an argument might cover several of these aspects);
c summarise the main points being made for and against open markets, using a table

like the one on page 7.

2
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Aspect For / Advantages Against / Disadvantages

Employment numbers

Standard of living

National competitiveness

National sovereignty

Environment

National standards

Developing nations

Free Trade — some frequently used arguments

If we imposed tariffs —

and therefore closed our

doors to other countries’

products — those countries

might retaliate and close their

doors to our exports. We could

not win this sort of trade war. On

the other hand, if other countries

reduce their tariffs on agriculture

in response to Australia reducing

its tariffs, we could gain an

economic boost of perhaps $7

billion a year. So for us to re-

impose tariffs is crazy.

A Free trade could create a
“race to the bottom” —

the lowest standards will

be used, because these are

cheaper. Why would a manufacturer

pay higher wages than necessary, 

or install greater environmental

controls, or provide better safety 

and working conditions when these

cost more money, lift the production

price of goods, and lower the 

goods’ competitiveness or lower the

manufacturer’s profits?

B

More dynamic firmswho adapt to competit-ive pressures in thedomestic market andsucceed in winning overseasmarkets have a better chance ofremaining competitive in the longterm.

C Trade liberalisation is
good for the environ-
ment. The company’s

sustainability depends not
just on profits, but also on
sustainability of the environment,
and the promotion of social
benefit.

D
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Traditionally Australia
has tried to produce
most things ourselves.

To help our less competit-
ively priced goods to be sold in
the local market governments
imposed a system of protection
by tariffs. This meant that
overseas competitors had a tax
placed on their goods entering
Australia. This raised their price
locally, and made it more likely
that people would buy the
locally produced goods.

This adds to everybody’s
cost of living, but everybody
pays a little extra to help keep
local jobs going. Why import
things we can produce here,
while maintaining jobs? Tariffs
in industries such as clothing
and footwear and the motor
vehicle industry will protect
and maintain those industries.

E
Tariffs do not protect jobs in
the long term. For example,

tariffs increased greatly in the
period 1974–1984 for textiles and

footwear, but employment in the sector
fell by 50,000 in the same period.

Long-term employment trends often
reflect technological change. To take
an extreme example, the invention of
the motor car put many horse-related
industry workers out of business.
Should the government of the day have
propped the obsolete industry up?

The present government have put
into place significant packages that will
help threatened industries re-adjust, but
will not protect them.

F

Lower tariffs have not destroyed

Australian manufacturing. Em-

ployment in manufacturing since

the recession of the early 1990s has

risen. 
Export growth in elaborately trans-

formed manufactures (the ones requiring

most skill and new technology) has been

the fastest area of growth — so those firms

which are competitive are succeeding.

Employment in manufacturing, which

fell sharply during the recession in the early

1990s, has shown an upward trend since

1993 and is now about the same as ten years

ago.

G Globalisation, including

trade liberalisation, is a

worldwide phenomenon.

The members of the World

Trade Organisation agreed at the

Uruguay Round of the WTO/

GATT (1986–1994) to reduce

protection on manufactured goods.

As a result of this decision overall

tariffs overseas were cut by an

average of around 50 per cent. 

Trade liberalisation is happening

and will continue to happen

regardless of Australia’s own policies

and position. It is 
futile to oppose it.

The challenge is to get the greatest

gain from it while minimising the

harm, which it also causes.

H
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Tariffs are effectively a

tax on consumers. If 1988

tariffs applied to today,

cars would cost over 25% more,

and clothing the average family

would cost an extra $300 annually.

A whole range of consumer goods

are available at affordable prices

and better quality today thanks to

lower tariffs.

Tariffs increase costs to busi-

nesses. Tariffs cost the average

Australian farm over $2,000 each

year, in the increased cost of

machinery, fertilisers etc.

I
Free trade is contrib-
uting to the growth

and development of
the poorest countries as

well as the wealthier ones.

The 1990s was almost cer-

tainly the first decade in

history in which the average

real incomes of most

countries in which the

world’s poor lived increased

at an average rate of 3 per

cent or more. The gap

between poor and rich

countries is narrowing for all

but a minority in Africa and

eastern Europe.Opening up an economy to

the world raises the income

of the poor by raising overall

growth and incomes.

J

Contrary to some per-

ceptions, the WTO is not a law

unto itself dictating standards

to individual countries. Decision-

making in the WTO is the responsibility

of the collective membership, which

negotiates rules with the aim of

removing trade-distorting practices

and creating a fairer and more

transparent global trading environment

to the benefit of all members. As in 

any negotiation, reaching a consensus

position among the membership often

requires some compromise and trade

offs between individual member

governments. The WTO in Geneva is

essentially a secretariat established to

administer the agreements negotiated

by the collective membership and to

coordinate negotiations, disputes and

various contacts among the member-

ship.

K
Increasing purchases of imports

rather than locally produced goods

means that the national trade deficit

increases — in effect we are spending

more than we earn as a nation. This means

that we are vulnerable to economic down-

turns. It also means that we are less self-

sufficient as a nation, and will lose the skills

needed to produce many things in the future,

which we can produce at the moment. This

may make us vulnerable to overseas suppliers

in the future. This is an aspect of national sovereignty - a

nation’s capacity to control its own future. Part

of free trade is not only in trade, it is also in the

freedom of people to invest money in other

countries.

L
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For Australia to be a
part of the global free
trade network we

have to accept inter-
national, rather than local
standards. These are set by
the collective membership of
the World Trade Organisation
and apply to all members.
Failure to accept and enforce
these standards could lead to
trade sanctions against the
offending nation. The benefits
of this system are that world
standards are set which are
often higher than would
otherwise be the case, and
the system provides an
international dispute-resolu-
tion process.

M
Giving developingcountries the work willlead to improvementseventually in that country.South Korea is a prime exampleof that — a country where thirdworld wages and conditions ‘kickstarted’ the economy, and hasled to the point where it is amajor industrialised countrywith a very high standard ofliving.  

Supporters also argue thathaving Interdependent economiesmeans that there is less chanceof war between nations.

N

Australia has a smallmarket. We have to relyon growth in exports togenerate new jobs andwealth. This growth will comefrom other countries reducingtheir tariffs and opening up newmarkets. For this to happen, wemust be seen to be lowering ourtariffs and opening up markets tothem as well.

O

Free trade and the
opening up of Austra-
lia to overseas com-

panies reduces national
sovereignty. If the local
company is part of a global
chain, the ultimate loyalty of
the company is not to
Australia — and changes can
be made which will hurt
Australia if there is greater
benefit elsewhere.

P

Removal of trade barriers

helps export competitive-

ness. Free trade means

that imports are cheaper.

Many of these imports are used to

help make goods in Australia —

tractors for farmers, machinery for

industries, computer equipment in

service industries — so the cost of

producing goods in services in

Australia is lower. This means that

the cost of exporting those goods

and services is reduced, and they

are made more competitive. This

applies to cities as well as rural and

regional areas, so the benefits are

spread throughout the nation. 

There are also benefits for

developing countries, which are

using our cheaper raw materials

to develop their own industries,

and improving their people’s

standards of living.

Q
R
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Free trade will harm

the environment.

Free trade means

greater consumption,

which means greater

production, which means 

a greater use of natural

resources and a greater

output of greenhouse 

gases, pollution, etc.

S
Jobs have been lost in some sectors that have not been
able to compete well with reduced or abolished tariff

protection. 
However, jobs are being created in new areas as new

industries thrive with free trade – about 1 345 000 new jobs were
created between 1986 and 1996.

The Government is conscious of the impact of the removal of
tariffs. For that reason it has phased in reductions gradually, and
has provided financial assistance to industries such as motor
vehicles and textiles to improve their competitiveness.

T

On average exporting firms
tend to have higher wages and
better working conditions, and

experience more growth than non-
exporting firms.

U

2 Why can there be such disagreement and conflicting points of view and
arguments on this issue?

3 How could you ‘test’ each of the above ideas?

3
Testing some arguments — what is happening in Australia
today? 

Y
ou have seen the theoretical arguments for and against trade liberalisation in Australia —
but what is the reality of the situation in Australia? What is actually happening to
different industries and sectors, and to the people who work in them?

Look at the three pieces of evidence which follow. Decide whether each seems to support the
proponents or the critics of trade liberalisation in Australia.

• Gains from trade liberalisation since 1986-87 have provided the average
Australian family with more than an extra $1000 per year.

• The decline in trade barriers since the mid-1980s, coupled with extensive
microeconomic reform, has helped to produce a more efficient and outward-
looking economy.

• There are more jobs in Australia as a result of tariff reform.
• Tariff reform has made a strong contribution to export growth.
• Elaborately transformed manufactures (ETMs) and services have expanded

rapidly as resources have flowed from more protected sectors.
• Previously highly protected sectors, which had focused on the domestic market

(such as the dairy and processed food sectors), are now expanding through
exports as reform has boosted productivity.

• More traditional export sectors have improved their competitiveness.
• A wide range of imported goods and services are available at competitive

prices.
• Much of this has specifically benefited rural and regional Australia.

Review of Australia’s General Tariff Arrangements, Department of Foreign Affairs and Trade, 
28 January 2000. Available on DFAT website http://www.dfat.gov.au/

S O U R C E  1 An overview of trade liberalisation

1 Underline the key points being made in each dot point above.



© R y e b u c k  M e d i a  P t y  L t d  a n d  D e p a r t m e n t  o f  F o r e i g n  A f f a i r s  a n d  T r a d e  2 0 0 012

“In regional Australia export industries account for one in four jobs … business
expansion, community development and general employment [are] all
strengthened due to the increase in export business in the region.”

Mark Vaille, Minister for Trade, Press Release 21 August 2000

S O U R C E  2 Regional Australia and trade liberalisation

L
ook at the table below. It shows the activities of some regional areas of Australia, and
some developments which have occurred in overseas countries as a result of trade
liberalisation policies.

2 Decide which Australian industries might benefit as a result of the changes.
One example has been done to help you.

Region Major export Industries Country Trade liberalisation change

North-central processed foods Malaysia Tariffs on certain types of preserved tomatoes 
Victoria dairy reduced from 20% to 8%

meat Tariffs on fresh fruit reduced or abolished
machinery and Tariff on cheeses reduced from 10% to 5%
equipment Tariff on cheeses reduced from 10% to 5%
fruit Tariff on other dairy produce reduced from 5% to 2%
textiles / fibres Tariffs reduced or abolished on crustaceans
wine

Central west wool China Tariffs on fruit and fruit products reduced from 10% 
of NSW canola to 5%

wheat Tariff on wine reduced from 63% to 20%
Tariff on apples reduced from 30% to 10%
Tariffs on alumina to be lowered from 18% to 8%
Quota restrictions lowered on canola, wool, wheat

Central coal mining Taiwan Tariffs on aluminium to be lowered from 9–12% to 
Queensland beef 5–8%

Tariff on beef lowered by 10%
Quota restrictions on apples reduced

South-west fruit and vegetables India Tariff on some wool reduced from 40% to 20%
WA juice

alumina

Regional seafood Mexico Tariff on coking coal reduced from 8% to 5%
Tasmania dairy products

fruit and vegetables Thailand Opening of market to canola
beef Tariff on cotton of 5% to be removed

Tariffs for auto parts reduced from 42% to 33%

Japan Entry restrictions on citrus and apples removed

3 What would the local producers need to do to take advantage of these
changes?

4 Does this evidence tend to support the proponents or the critics of trade
liberalisation in Australia? 
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There are many opportunities for
Australia to gain from [trade
liberalisation] but there are costs

as well — and many of these costs have
to be borne by individuals. It may be
through loss of employment, or the need
to be retrained, or an unwanted change
to a different type of employment, or the
need to live in a different area. All of

these changes can produce stress, loss of
income and loss of self-esteem. They can
be especially damaging to families.
There is a need for government to
recognise that these problems must be
dealt with as a priority and that
individuals must not be allowed to
become alienated by the changes
stemming from [trade liberalisation].

S O U R C E  3 Gains and losses

Tas Luttrell, Australian AQEC Study Centre Issues Paper 12, 
APEC – The Gains and Losses for Australia December 1997

5 Summarise the main point, which this writer is making.

You will need a lot more evidence to come to a conclusion.

6 Find an export industry in your local area. Invite a speaker along to explain the
challenges and issues, which had to be faced in developing its export capacity,
and any changes, which had to be faced, particularly in the last five years.

7 Choose a business or an industry and investigate what is happening to it under
open market policies. You might choose an industry (such as the Clothing,
Footwear and Textile industry), or a particular business within that industry —
such as Blundstone. Other possible areas might be the wine industry,
computers, cars, etc.

For statistical information and more
information from supporters and critics of
trade liberalisation, look at these key web
sites:

Australian Bureau of Statistics
www.abs.gov.au

Department of Foreign Affairs and Trade
www.dfat.gov.au

Australian Council of Trade Unions
www.actu.asn.au



© R y e b u c k  M e d i a  P t y  L t d  a n d  D e p a r t m e n t  o f  F o r e i g n  A f f a i r s  a n d  T r a d e  2 0 0 014

You should now be able to make your own summary or definition for each of the
following:

Open markets / freer trade / trade liberalisation means …

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

The Australian government supports it because … 

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

The main advantages to Australia of trade liberalisation seem to be … 

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

The main disadvantages or problems of trade liberalisation for Australia seem 
to be … 

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

Prepare a case for or against the debate:
‘That Australia’s future must embrace open markets.’


