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What

is

the

problem?

On 16 November 2008, G20 leaders made a commitment to resist
protectionism. When they meet in Pittsburgh, on 24 September 2009, they
will have an opportunity to review that commitment and to decide how best
to act on it. The advice they have received to date focuses on international
monitoring and short-term responses to the global economic crisis. These
measures do not deal with the underlying causes of protectionism.

What

should

be

done?

Protectionism results from decisions taken by governments at home, for
domestic reasons. Any response to protectionism must therefore begin
at home, and bring into public view the domestic consequences of those
decisions. G20 leaders should sponsor domestic transparency arrangements
in individual countries, to provide public advice about the economy-wide
costs of domestic protection. The resulting increase in public awareness of
those costs is needed to counter the powerful inﬂuence protected domestic
interests exercise over national trade policies.
That is the response proposed in this Policy Brief. Those listed on the
following page strongly commend it to G20 leaders when they meet in
Pittsburgh, on 24 September 2009.
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The Lowy Institute for International Policy is an independent international policy think tank based
in Sydney, Australia. Its mandate ranges across all the dimensions of international policy debate
in Australia—economic, political and strategic—and it is not limited to a particular geographic
region. Its two core tasks are to:
t

QSPEVDFEJTUJODUJWFSFTFBSDIBOEGSFTIQPMJDZPQUJPOTGPS"VTUSBMJBTJOUFSOBUJPOBMQPMJDZBOE
to contribute to the wider international debate.

t

QSPNPUFEJTDVTTJPOPG"VTUSBMJBTSPMFJOUIFXPSMECZQSPWJEJOHBOBDDFTTJCMFBOEIJHIRVBMJUZ
forum for discussion of Australian international relations through debates, seminars, lectures,
dialogues and conferences.

Lowy Institute Policy Briefs are designed to address a particular, current policy issue and to suggest
TPMVUJPOT 5IFZ BSF EFMJCFSBUFMZ QSFTDSJQUJWF  TQFDJmDBMMZ BEESFTTJOH UXP RVFTUJPOT 8IBU JT UIF
problem? What should be done?
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International Policy.
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Helping the G20 resist protectionism1
During their meeting in Washington last
/PWFNCFS ( MFBEFST NBEF B QVCMJD
commitment to resist protectionism. In the few
NPOUITTJODFUIFOUIFZIBWFDPOmSNFECZUIFJS
own conduct that their commitment is far from
binding. The World Bank reports that by the
FOE PG 'FCSVBSZ  TFWFOUFFO PG UIF UXFOUZ
had ‘implemented 47 measures whose effect is to
SFTUSJDUUSBEF2
In a number of countries, including Australia,
UIF HMPCBM DSJTJT IBT QSPNQUFE SFDPWFSZ
TUSBUFHJFT UIBU IBWF JOWPMWFE TVQQPSUJOH
QBSUJDVMBS BDUJWJUJFT  TPNFUJNFT TJOHMF mSNT 
against adjustment pressures that are shared
CZ EPNFTUJD FDPOPNJD BDUJWJUJFT HFOFSBMMZ3 In
EPJOH TP UIFZ IBWF USBOTGFSSFE UP UBYQBZFST
(and the domestic community) responsibility
for the down-side of risks inherent in corporate
NBOBHFNFOU4FMFDUJWFTVQQPSUPGUIJTLJOEDBO
only exacerbate the long-term effects of other,
NPSF PWFSUMZ QSPUFDUJPOJTU  SFTQPOTFT UP UIF
global crisis.
That issue aside, the actions of G20 leaders to
date suggest that each has seen their commitment
as an opportunity to limit other DPVOUSJFT
protectionism, rather than a need to address their
own. The US blames the EU for its reluctance to
reduce tariffs on farm products. The EU blames
the US for its reluctance to cut farm subsidies. The
64BOE&VSPQFCPUICMBNFEFWFMPQJOHDPVOUSJFT
for not being prepared to lower their barriers to
JNQPSUT PG NBOVGBDUVSFE HPPET BOE TFSWJDFT
"OE EFWFMPQJOH DPVOUSJFT BSF SFMVDUBOU UP EP
that unless Europe and the US concede more on
farm trade. As a result, the commitment to resist
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protectionism remains just that—a commitment.
(MFBEFSTIBWFZFUUPGPDVTDPMMFDUJWFMZPOIPX
to act against the ongoing threat.
-FBEFST IBWF SFDFJWFE QVCMJD BEWJDF GSPN UXP
TPVSDFT /FJUIFS  IPXFWFS  EFBMT XJUI UIF
underlying causes of protectionism. The first
came from WTO Director-General Pascal
Lamy, who sees protectionism as a global
QSPCMFN SFRVJSJOHBHMPCBMTPMVUJPO)JTWJFX 
that international HPWFSOBODF JT UIF BOTXFS 
reflects the crucial difference between the
world in which the WTO still operates and the
real world, where decisions about protection
are actually made.
5IF TFDPOE BEWJDF DBNF GSPN TFWFOUFFO
international trade economists mentoring G20
leaders in the lead-up to their April 2009 meeting
in London.4"EWJDFGSPNUIJTHSPVQGPDVTFEPOB
short-term response to the global economic crisis.
5IFDSJTJTNBZXFMMIBWFJODSFBTFEUIFUFNQUBUJPO
GPSHPWFSONFOUTUPSFTPSUUPQSPUFDUJPOJTN CVUJU
is not the underlying cause of it. The temptation
to raise trade barriers will not go away when the
HMPCBM FDPOPNJD DSJTJT FOET &YQFSJFODF PWFS
UIFMJGFPGUIFTUBMFNBUFE%PIB3PVOEDPOmSNT
UIBU QSPUFDUJPOJTU JNQVMTFT BSF BMJWF JO HPPE
times as well as bad: For most of that Round
HMPCBM FDPOPNJD DPOEJUJPOT XFSF OPSNBM  FWFO
CVPZBOU"OZSFTQPOTFNVTUUIFSFGPSFCFFýFDUJWF
in the long, as well as the short, term. The
BCTFODF PG BO FýFDUJWF BOE MPOHUFSN SFTQPOTF
—one that addresses its ongoing causes—has
MFGU HPWFSONFOUT XJUI OP EFGFODF BHBJOTU UIF
protectionist pressures that are contributing to
the present crisis, and without a basis for dealing
with them in the next.
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Fighting protectionism needs to begin at
home

underpin the existing international processes of
the multilateral system.

This Lowy Institute Policy BriefQSPWJEFT(MFBEFST
with a third option. It recognises that protectionism
results from domestic policy decisions made under
pressure from domestic interest groups operating in
their domestic political arena, and exercising power
PWFS domestic decision-making on protection. It
UIFSFGPSF BEWPDBUFT B EPNFTUJD SFTQPOTF UIBU DBO
BEESFTT UIPTF FWFSQSFTFOU QSFTTVSFT  SBUIFS UIBO
continuing to rely solely on international processes
UIBU FYQFSJFODF IBT TIPXO DPODMVTJWFMZ DBOOPU
%PNFTUJD QPMJDZ HPWFSOBODF JT UIF CBTJT GPS UIJT
response.

What might such a process look like? The Annex
to this Policy Brief QSPWJEFT BO BDDPVOU PG
"VTUSBMJBTFYQFSJFODFJOEFWFMPQJOHBEPNFTUJD
transparency response to protectionism. The
focus on Australian experience is not intended
UP DPOWFZ B WJFX UIBU JU QSPWJEFT UIF POMZ  PS
FWFOBOBQQSPQSJBUF NPEFMGPSPUIFSDPVOUSJFT
But there are elements of the experience
that other countries are likely to encounter
when considering their own response to
QSPUFDUJPOJTN 5IF SFMFWBODF PG "VTUSBMJBT
domestic transparency arrangements is that
they recognised, and responded directly to, the
domestic causes of protectionism.

Our proposal is that G20 leaders should
FODPVSBHF JOEJWJEVBM HPWFSONFOUT UP JOUSPEVDF
B EPNFTUJD USBOTQBSFODZ QSPDFTT UP QSPWJEF
the information they (and their domestic
constituents) need to reduce the political costs
of resisting demands for protection—by raising
DPNNVOJUZ BXBSFOFTT PG UIF DPOTFRVFODFT GPS
their domestic economies of accommodating
those demands. It would help domestic economic
welfare to replace domestic political pressures
BT UIF ESJWFS PG EPNFTUJD EFDJTJPONBLJOH PO
protection. The strength of this approach is that it
deals directly with the problem facing G20 leaders
BUJUTTPVSDF XIJMFMFBWJOHOBUJPOBMHPWFSONFOUT
in full control of domestic policy.

Understanding what causes protectionism
*O PSEFS UP NFFU UIFJS DPNNJUNFOU UP mHIU
protectionism, G20 leaders need to come to grips
with what causes it.

Outline of the Policy Brief

"SFDFOU850TUVEZIBTQSPWJEFEBOJNQPSUBOU
DMVF "GUFS SFWJFXJOH UIF FYQFSJFODF PG 
member countries in the Doha Round, it
concluded that outcomes from multilateral
trade negotiations depend on decisions taken
CZJOEJWJEVBMHPWFSONFOUTBUIPNF BCPVUUIFJS
own trade barriers, and reﬂect the interaction
CFUXFFO QSJWBUF JOUFSFTU HSPVQT BOE TZTUFNT PG
national decision-making:

The remainder of this Policy Brief explains why
responsibility for responding to protectionism
SFTUT QSJNBSJMZ XJUI JOEJWJEVBM DPVOUSJFT  BOE
why a domestic transparency process is needed to

‘This compilation of forty-ﬁve case studies…
demonstrates that success or failure is strongly
inﬂuenced by how governments and privatesector stakeholders organise themselves at home
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…Above all, these case studies demonstrate that
…sovereign decision-making can…undermine
the potential beneﬁts ﬂowing from a rules-based
international environment that promotes open
trade.’5

KVTUJmDBUJPO GPS PQFOJOH EPNFTUJD NBSLFUT UP
international competition.

5IF 850 TUVEZ DPOmSNT UIBU UIF NBKPS
responsibility for resisting protectionism must
SFTJEF JO UIF EPNFTUJD QPMJDZ FOWJSPONFOU
PG JOEJWJEVBM DPVOUSJFT .BOZ FYQMBOBUJPOT
IBWF CFFO BEWBODFE GPS UIF GBJMVSF UP EFMJWFS B
conclusion to the Doha round — the size and
EJWFSTJUZPG850NFNCFSTIJQ UIFDPNQMFYJUZPG
the issues, the growing importance of emerging
market players in the negotiations, the expansion
PG OFHPUJBUJPOT UP DPWFS NPSF DPOUSPWFSTJBM
JTTVFTTVDIBTUSBEFJOBHSJDVMUVSFBOETFSWJDFT
'VOEBNFOUBMMZ  IPXFWFS  NVMUJMBUFSBM USBEF
OFHPUJBUJPOT JO UIF %PIB 3PVOE IBWF TUBMMFE
because pressure from protected domestic
interests has dominated the negotiating strategies
PGUIFJSHPWFSONFOUT8IJMFNPTUNBSLFUBDDFTT
SFRVFTUTXFSFJOSFTQPOTFUPEPNFTUJDQSPEVDFST
seeking external markets, the reciprocal offers
PG BDDFTT UP EPNFTUJD NBSLFUT XFSF IFBWJMZ
inﬂuenced by protected domestic producers who
GFMU UISFBUFOFE CZ UIF QSPTQFDU PG IBWJOH UIFJS
markets open to international competition.

*OUFSOBUJPOBM USBEF OFHPUJBUJPOT IBWF CFFO
conducted by the GATT/WTO on the assumption
that the resulting reductions in trade barriers
would increase opportunities for trade, and
IFODFGPSEPNFTUJDEFWFMPQNFOUJOQBSUJDJQBUJOH
countries, on the basis of what each does best.
/FHPUJBUJPOT JO FBSMZ ("55 3PVOET JOWPMWFE
reducing tariffs, the main form of barrier
operating at that time. The assumption was
realistic then, because the resulting agreements to
SFEVDFCBSSJFSTXFSFFýFDUJWF5IJTXBTCFDBVTF
PG UIF SFMBUJWFMZ TJNQMF OBUVSF PG UIF EFDJTJPO
SVMFTJOWPMWFEXIFOUBSJýSFEVDUJPOTXFSFCFJOH
negotiated. The proportional reductions of
tariffs in the 1960s (under the Swiss Formula, for
instance) automatically had the greatest impact
POUIFNPTUIJHIMZQSPUFDUFE MFBTUDPNQFUJUJWF 
JOEVTUSJFTPGFBDIQBSUJDJQBOU*OUIBUFOWJSPONFOU
international negotiations and agreements
BDIJFWFEBHSFBUEFBM5IFZXFSFSFTQPOTJCMFGPS
UIFWFSZTVCTUBOUJBMMJCFSBMJTBUJPOUIBUUPPLQMBDF
among North Atlantic countries.

One important result of the inﬂuence exerted
by domestic interests who depend on protection
JT UIBU UIF NFBOT VTFE UP QSPUFDU UIFN IBWF
CFFO NPWFE GVSUIFS CBDL JOUP EPNFTUJD QPMJDZ 
and away from the authority of the WTO.
5IFJS JOnVFODF PWFS OBUJPOBM EFDJTJPONBLJOH
has swamped consideration of the economywide (national) interest in domestic decisionmaking about protection. And it is these larger,
FDPOPNZXJEF HBJOTUIBUQSPWJEFUIFFDPOPNJD

#VU OPOUBSJý CBSSJFST /5#T  IBWF CFDPNF
JODSFBTJOHMZ JNQPSUBOU BT UIF DPWFSBHF PG
negotiations was extended to include agriculture
BOETFSWJDFT*OUIFTFOFXBSFBTUIFJOUFSOBUJPOBM
processes of the WTO are struggling to make any
QSPHSFTT 8IFO HPWFSONFOUT JOEJWJEVBMMZ TFFL
to minimise adjustment for their own protected
industries—for instance, by introducing nontariff barriers to replace the tariffs bargained
BXBZUIFZ DBOOPU DPMMFDUJWFMZ UISPVHI
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international negotiations to reduce barriers)
JODSFBTFFYQPSUPQQPSUVOJUJFTJOUIFJSSFTQFDUJWF
areas of economic strength.

5IBUSFTQPOTFDPVMEOPUPWFSDPNFUIFQSPCMFN
facing the WTO system, and now exercising G20
leaders, for the following four reasons.

"WFSBHF JOEVTUSJBM UBSJýT JO 0&$% DPVOUSJFT
IBWFCFFOSFEVDFEGSPNQFSDFOUUPQFSDFOU
through multilateral agreements. At the same time,
IPXFWFS  OPOUBSJý CBSSJFST /5#T  IBWF HSPXO
to the point where they now affect a substantial
proportion of world trade. Many of these take
forms that belong to domestic policy and, for
that reason, are arguably beyond the authority of
JOUFSOBUJPOBMSVMFTBOEBHSFFNFOUT(PWFSONFOUT
JOUSPEVDJOH UIFN IBWF FJUIFS NBEF VTF PG
AFYDFQUJPOTJOUIFSVMFTGPSJOUSPEVDJOHQSPUFDUJPO
TVDI BT GPS FNFSHFODZ SFMJFG  PS BHBJOTU AVOGBJS
practices); or exploited loopholes or ambiguities in
UIFSVMFT TVDIBTAEPNFTUJDQSPEVDUJPOTVCTJEJFT
BOE SFHVMBUJPOT PG WBSJPVT LJOET  PS UIFZ IBWF
simply occurred outside the international rules
TVDIBTAWPMVOUBSZFYQPSUSFTUSBJOUT 6

First UIFBQQSPBDIPQFSBUFTPOMZBGUFSUIFFWFOU
*UDBUDIFTVQXJUIUPEBZTOPOUBSJýCBSSJFSTPOMZ
JOUPNPSSPXTNVMUJMBUFSBMOFHPUJBUJPOT

"T1FUFS4VUIFSMBOEPCTFSWFEJO CBTFEPO
his experience as director-general of the WTO:
‘There is a side to the WTO that leaves in the
hands of governments many tools of trade
protection…There is no shortage of escape
routes from international competition…In the
end it all comes down to politics’.7
5IFSFTQPOTFBEPQUFEUPUIFTFEFWFMPQNFOUTJO
UIF6SVHVBZ3PVOEJOWPMWFECSJOHJOHBMMFYJTUJOH
barriers into future multilateral negotiations,
TUSFOHUIFOJOH UIF JOUFSOBUJPOBM SVMFT HPWFSOJOH
OPOUBSJý CBSSJFST  JOUFSOBUJPOBM TVSWFJMMBODF
UISPVHI UIF 5SBEF 1PMJDZ 3FWJFX .FDIBOJTN 
to enforce compliance with agreements, and
JNQSPWFEEJTQVUFTFUUMFNFOUQSPDFEVSFT
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Second, the scope for replacing the nontariff barriers now in use with others, just
BT FGGFDUJWF  JT FOEMFTT "T FYJTUJOH GPSNT BSF
brought under the authority of international
BHSFFNFOUT  QSFTTVSF EFWFMPQT GPS OFX GPSNT
that fall outside their scope. Many of the new
barriers are not only in non-tariff form, they
are also in non-frontier forms and are therefore
TFFO CZ HPWFSONFOUT JOUSPEVDJOH UIFN BT
belonging to domestic policy—beyond the
authority of international agreements. These
CBSSJFST QFSWBEF NBSLFUT GPS TFSWJDFT  BOE
IBWF TFSJPVTMZ MJNJUFE UIF TDPQF GPS PQFOJOH
NBSLFUT GPS BHSJDVMUVSF BOE TFSWJDFT JO UIF
Doha Round.8
Third, the approach does not address the
underlying problem—pressure at home from
QSPUFDUFE JOEVTUSJFT TFFLJOH UP BWPJE UIF
BEKVTUNFOUJOWPMWFEJOMJCFSBMJTJOHUIFJSNBSLFUT
It takes place in the international arena between
trade officials, and not where decisions about
protection are actually made. Backsliding from
UIF 6SVHVBZ BHSFFNFOUT DPOmSNT UIBU UIJT
BQQSPBDIIBTOPUSFTPMWFEUIFQSPCMFN
5IF VTF PG OPOUBSJý CBSSJFST UP BWPJE 850
commitments has long been recognised by
EFWFMPQJOH DPVOUSJFT *U XBT DPOmSNFE CZ
UNCTAD in 1992:
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‘Since the birth of GATT there have been
a number of negotiating rounds that have
dramatically reduced the level of tariff rates in
the major industrial countries…It is generally
agreed that tariffs do not constitute a signiﬁcant
barrier to imports into the OECD countries.
As tariffs have come down, other restrictions
on imports have appeared…There seems to be
a movement towards less visible protectionist
measures…’9
*O QSPWJEJOH QSPUFDUJPO JO UIFTF GPSNT 
HPWFSONFOUT IBWF EFNPOTUSBUFE UIBU UIF
external discipline that international rules place
POUIFJSDPOEVDUJTOPMPOHFSFýFDUJWF"OE BT
a result, progress in areas of special interest to
EFWFMPQJOH DPVOUSJFT IBT TUBMMFE BT JOEVTUSJBM
nations—particularly the European Union,
+BQBOBOEUIF64IBWFTVDDVNCFEUPQSFTTVSF
GSPNUIFJSPXOQSPUFDUFEQSPEVDFSTUPBWPJEUIF
BEKVTUNFOUJOWPMWFEGPSUIFN
Fourth  BOE mOBMMZ  UIF 5SBEF 1PMJDZ 3FWJFX
Mechanism (TPRM), introduced during the
Uruguay Round to monitor the conduct of trade
QPMJDZ CZ OBUJPOBM HPWFSONFOUT  IBT GBJMFE UP
address the problem. It cannot do so, because
JUJTMJNJUFEUPJOUFSOBUJPOBMTVSWFJMMBODFBOEJT
managed by trade officials—not by decisionmakers responsible for promoting the national
interest. It is a monitoring process and not
an agent of domestic reform. That is how
EFWFMPQJOHDPVOUSJFTIBWFTFFOJU
‘The Trade Policy Review Mechanism…is
not a national transparency mechanism…
The ultimate aim of national transparency
mechanisms…is to generate information about,
and to promote a wider domestic understanding
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of, the economy-wide effects of protection in
all its forms…’10

The need for a domestic response
Decisions about opening world markets are
NBEFJOUIFEPNFTUJDQPMJDZBSFOBTPGJOEJWJEVBM
countries, under pressure from protected domestic
QSPEVDFST TFFLJOH UP BWPJE UIF BEKVTUNFOU
JOWPMWFEGPSUIFN8IFOHPWFSONFOUTTVDDVNC
UP UIPTF QSFTTVSFT  BT UIFZ IBWF JO UIF %PIB
Round, they not only forego the unilateral gains
JOEPNFTUJDFþDJFODZ BWBJMBCMFGSPNSFEVDJOH
their own barriers. They also diminish the
DBQBDJUZ PG UIF 850 UP EFMJWFS UIF BEEJUJPOBM
HBJOT JNQSPWFE NBSLFU BDDFTT  BWBJMBCMF GSPN
liberalising in a multilateral context. The Doha
Round has faltered because protected interests
dominated the negotiating strategies of their
HPWFSONFOUT KVTUBTUIFZIBWFEPNJOBUFENBOZ
PGUIFSFTQPOTFTUPUIFDVSSFOUDSJTJT.PSFPWFS 
UIFJS OFHBUJWF JOnVFODF JT OPU MJNJUFE UP UIF
Doha Round or the present crisis. Their threat to
HMPCBMQSPTQFSJUZJTMPOHUFSNBOEFWFSQSFTFOU 
and will not cease when the present crisis ends.
Any response by G20 leaders must therefore be
FýFDUJWFJOUIFMPOH BTXFMMBTUIFTIPSU UFSN
.PTUPGVTIBWFBMJNJUFEVOEFSTUBOEJOHPGXIBU
is at issue in decisions about protection. Our
response to the prospect of opening domestic
markets is inﬂuenced by the information
BWBJMBCMFUPVTBCPVUUIFEPNFTUJDDPOTFRVFODFT
In the absence of public information about the
economy-wide gains at issue for the community
BT B XIPMF  BOE JO WJFX PG UIF NPSF WJTJCMF
DPTUT UP QSPTQFDUJWF MPTFST  UIF MBUUFS IBWF
naturally found support at home. As a result,
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HPWFSONFOUT IBWF IBE EJþDVMUZ NPCJMJTJOH B
domestic commitment to open domestic markets
to international competition.
The domestic causes of protectionism and the
domestic response needed to deal with them
IBWFCFFOBJSFEFYUFOTJWFMZTJODFUIFFBSMZT
5IFTPVSDFPGUIFQSPCMFNXBTJEFOUJmFETFWFSBM
EFDBEFT BHP CZ EFWFMPQJOH DPVOUSJFT  CZ &6
leaders, past Directors-General of the GATT and
WTO, by the OECD, the World Bank, the IMF
and by the Brookings Institution in Washington.
The then Vice President of the European Union,
Leon Brittan, commented in 1988:

The importance of transparency
In domestic decision-making about protection
UIFSFXJMMBMXBZTCFUFOTJPOCFUXFFOUIFQSJWBUF
interests of those who depend on it and the public
costs their protection places on the rest of their
EPNFTUJDDPNNVOJUZ5IBUQSPWJEFTUIFCBTJTGPS
the response to the G20 commitment proposed
in this Policy Brief, which draws on work by
the Australian and New Zealand industry and
business organisations operating through the
Tasman Transparency Group (TTG).
The proposal reﬂects a growing recognition that:
u

‘The greatest challenge is to pursue…
liberalisation in the face of domestic pressures
in the opposite direction. I think we have to
recognise that support for trade liberalisation is
not automatic…We need to make the case. And
it needs to be made again, again and again.’11

u

u
"OE NPSF UIBO B RVBSUFS PG B DFOUVSZ BHP UIF
("55 QSFEFDFTTPSUPUIF850 JUTFMGJEFOUJmFE
the nature of the threat now facing G20 leaders:
‘At present the GATT system is not adequately
discharging…its ultimate function: to provide
help to governments in withstanding…pressures
from special interests. A major reason why
things have gone wrong with the trading system
is that trade policy actions have often escaped
scrutiny at the national level…Clearer analysis
and greater openness in the making of trade
policy are badly needed…In each country, the
making of trade policy should be brought into
the open…Public support for open trade policies
should be fostered.’12
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the existing international disciplines of
UIF 850 BSF OPU QSPWJEJOH B QFSTVBTJWF
domestic reason for lowering trade barriers;
JU JT UIF QPTJUJWF PS OFHBUJWF QFSDFQUJPOT BU
IPNF BCPVU UIF EPNFTUJD DPOTFRVFODFT
of liberalising that determine how much
actually takes place;
it becomes politically realistic to secure the
gains from lowering domestic barriers (and
resisting demands for new protection) only
when pressure from protected domestic
groups is balanced by a wide domestic
BXBSFOFTTPGUIFQVCMJDCFOFmUTBUJTTVF

Our proposal is that G20 leaders sponsor domestic
USBOTQBSFODZ BSSBOHFNFOUTEFWFMPQFE  PXOFE
BOE PQFSBUFE CZ JOEJWJEVBM DPVOUSJFTUP
underpin the existing international processes on
which the WTO relies.
The logic supporting the proposal is as follows:
u

GPS JOEJWJEVBM DPVOUSJFT UIF HSFBUFTU HBJOT
BWBJMBCMF GSPN MJCFSBMJTJOH DPNF GSPN
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u

u

u

u

u

u

reducing the barriers protecting their own less
DPNQFUJUJWF NPTUIJHIMZQSPUFDUFE JOEVTUSJFT 
regardless of what other countries do;
UIF SFTJEVBM HBJOT BWBJMBCMF GSPN MJCFSBMJTJOH
in a multilateral context—those resulting
from greater access to external markets—
materialise only when other countries also
reduce the barriers protecting their less
DPNQFUJUJWFJOEVTUSJFT
both the major unilateral gains (from
liberalising domestic markets) and the
additional gains (potentially BWBJMBCMF GSPN
multilateral trade negotiations) depend on
participating countries approaching the
OFHPUJBUJOH UBCMF XJUI APýFST DPOTDJPVTMZ
structured to secure the gains from
liberalising their own markets;
the role of the proposed domestic
transparency arrangements is to counter
UIF OFHBUJWF JOnVFODF QSPUFDUFE EPNFTUJD
JOUFSFTUTOPXFYFSDJTFPWFSOBUJPOBMEFDJTJPO
making on protection, including the market
PQFOJOH APýFST HPWFSONFOUT UBLF UP
(FOFWB
its contribution to resisting protectionism
and to strengthening the multilateral system
is to help decision-making on protection
USBEF CBSSJFST  CZ HPWFSONFOUT SFnFDU UIF
interests of their domestic community as a
whole, rather than pressure from protected
domestic interests;
JUXJMMHJWFTVCTUBODFUPUIF(DPNNJUNFOU
CZ FOBCMJOH NFNCFS HPWFSONFOUT UP SBJTF
community awareness of the domestic costs
of maintaining their own trade barriers, and
UIF FDPOPNZXJEF CFOFmUT GSPN SFNPWJOH
barriers to international competition;
as a result, domestic interests relying on
QSPUFDUJPO XJMM mOE JU NPSF EJþDVMU UP HBJO
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community support for resisting market
opening commitments widely seen as
OBUJPOBMMZCFOFmDJBM
This response brings into account a reality that
the existing international processes of the WTO
cannot. The WTO is simply a set of rules and a
OFHPUJBUJOHGPSVN ESJWFOJOCPUIDBTFTCZXIBU
its member countries are prepared to agree to.
It has no authority to deal with the domestic
QSFTTVSFTUISFBUFOJOHJUTGVUVSFWJBCJMJUZ5IBUJT
UIFTPVSDFPGJUTQSFTFOUEJþDVMUJFT BOEDPOWFZT
BHSFBUEFBMBCPVUUIFPQUJPOTBWBJMBCMFUP(
leaders.
The strength of the domestic transparency
response is that it addresses the source of
UIF EJþDVMUJFT UIBU IBWF TUBMMFE QSPHSFTT JO
PQFOJOH XPSME NBSLFUT  XIJMF MFBWJOH OBUJPOBM
HPWFSONFOUT JO GVMM DPOUSPM PG EPNFTUJD QPMJDZ
#Z QSPWJEJOH UIF QVCMJD JOGPSNBUJPO OFFEFE
for wider community understanding it enables
HPWFSONFOUT  BOE UIFJS EPNFTUJD DPOTUJUVFOUT 
UP XPSL PVU GPS UIFNTFMWFT UIBU UIF FDPOPNZ
XJEF QVCMJD  CFOFmUT GSPN PQFOJOH EPNFTUJD
markets to international competition outweigh
UIF QSJWBUF  BEKVTUNFOU DPTUT JOWPMWFE GPS
protected domestic producers. It simply adds a
EPNFTUJDQSPDFTTUPHJWFTVCTUBODFUPUIFFYJTUJOH
international processes of the WTO.
5IF SFMFWBODF PG UIJT SFTQPOTF JT DPOmSNFE CZ
"VTUSBMJBTFYQFSJFODF5IFEPNFTUJDUSBOTQBSFODZ
arrangements put in place in the early 1970s
FOBCMFE MBUFS HPWFSONFOUT UP SFEVDF "VTUSBMJBT
barriers unilaterally in the 1980s and 1990s.13
And, once again, this is an idea that has a long
history. The major international agencies now
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BEWJTJOH(MFBEFSTPOUIFQSFTFOUHMPCBMDSJTJT
IBWF JO UIF QBTU FBDI QPJOUFE UP UIF OFFE GPS
greater domestic transparency in national trade
QPMJDJFT'PSFYBNQMF GPMMPXJOHJUTSFWJFXPGUIF
Uruguay Round, the IMF concluded that:
‘Governments can play a key role in helping to
tip the balance of political forces in favour of
trade liberalisation. They can do so, in part, by
helping to lift the veil of complexity that often
conceals the net social costs associated with
protectionist trade policies. Mobilising political
support for liberal trade can be facilitated by
systematically exposing the implications of
trade measures (which at times are effectively
buried in the esoterica of trade legislation) and
evaluating the associated costs for the economy
as a whole.’14
%FWFMPQJOH DPVOUSJFT JOJUJBUFE B QSPHSBN PG
work during the Uruguay Round to examine
the contribution greater domestic transparency
DPVMENBLFJOSFTPMWJOHUIFEJþDVMUJFTUIBUIBE
EFWFMPQFEJOUIFNVMUJMBUFSBMTZTUFN6/$5"% 
for instance, concluded in July 1987 that:
‘Governments should consider as part of the
ﬁght against protectionism…the establishment
of transparency mechanisms at the national
level to evaluate protectionist measures…and the
implications of such measures for the domestic
economy as a whole’ 15
And the US proposed early in the Uruguay
Round that WTO members meet to examine
trade policy procedures at home:
‘Recognising that individual governments bear
the primary responsibility for consulting with
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their own constituents when they formulate
trade policy, the US…proposes that WTO
Members discuss their respective consultation
processes in Geneva to learn from each other how
to ensure that the view of interested members
of the public are taken into account.’16

How does a domestic transparency process
ﬁght protectionism?
The role of domestic transparency is to help
HPWFSONFOUTHJWFQSJPSJUZUPUIFQVCMJD OBUJPOBM 
interest in decisions on protection. For instance,
JU JT POMZ CZ IBWJOH B CBTJT GPS HJWJOH QSJPSJUZ
UP OBUJPOBM PWFS TFDUJPOBM JOUFSFTUT JO EPNFTUJD
preparations for the bargaining process that
a closer match can be established between the
expectation of national gains from international
negotiations and the outcome of the negotiating
process itself.
This approach will be especially important in
PQFOJOHNBSLFUTGPSTFSWJDFT XIFSFUIFCBSSJFST
to entry are largely in non-border forms. As
XF IBWF MFBSOFE JO UIF %PIB 3PVOE  NBOZ
of these non-border barriers are extremely
difficult to identify. They are therefore unlikely
to be included in domestic reform programs
VOMFTT HPWFSONFOUT  JO DPVOUSJFT XIFSF UIFZ
operate, recognise that trade barriers in this
form also reduce their gains from liberalising.
And, because they are in non-border form, they
BSF TFFO CZ UIPTF XIP PQQPTF UIFJS SFNPWBM
as belonging to domestic policy—beyond the
SFBDI PG JOUFSOBUJPOBM TVSWFJMMBODF  SVMFT BOE
agreements. A domestic transparency process,
PXOFE BOE PQFSBUFE CZ JOEJWJEVBM DPVOUSJFT 
QSPWJEFTUIFPOMZNFBOTPGCSJOHJOHUIFNJOUP
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BDDPVOU UIBU BMTP MFBWFT HPWFSONFOUT JO GVMM
command of domestic policy.
6OMFTT(MFBEFSTDBOEFWJTFBNFBOTPGEFBMJOH
with the domestic political pressures responsible
for the impasse in Doha negotiations, those
QSFTTVSFT XJMM DPOUJOVF UP TQJMM PWFS JOUP UIF
international processes of the WTO—which are
OFJUIFSEFTJHOFEOPSFRVJQQFEUPEFBMXJUIUIFN
The clear message is that the antidote to
protectionism, in all its forms, is a domestic
discipline on national decision-making that
promotes wide domestic awareness of its
economy-wide costs.

Designing a transparency process
In our judgment it would be inappropriate to
prescribe a standard form these transparency
procedures should take in each country. It is
BDIJFWJOHUIFobjective of domestic transparency
that is important, not the choice of particular
institutional arrangements. What matters in
dealing with the domestic inﬂuences generating
protectionism is that the domestic response in
FBDIDPVOUSZHJWFTQSJPSJUZUPUIFQVCMJD OBUJPOBM 
JOUFSFTU BOETVQQPSUTBTZTUFNPGBEWJDFBUBSNT
length from decision-makers.
8F OFWFSUIFMFTT IBWF UXP TVHHFTUJPOT GPS
JOUSPEVDJOHUIFN5IFTFJOWPMWF
u

FODPVSBHJOHJOEJWJEVBMDPVOUSJFTUPFTUBCMJTI
a domestic transparency process, independent
PGHPWFSONFOU UPQSPWJEFBEWJDFBCPVUUIF
FDPOPNZXJEF DPOTFRVFODFT PG DIBOHFT JO
protection under consideration;
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u

maintaining a clear distinction between
SFTQPOTJCJMJUZ GPS UIF BEWJDF HPJOH UP
HPWFSONFOUT GSPN UIJT QSPDFTT BOE
HPWFSONFOUTSFTQPOTJCJMJUZGPSEFDJTJPOTPO
protection.

These core features are crucial for maintaining
UIF EJTUBODF CFUXFFO HPWFSONFOU EFDJTJPO
making and the inﬂuence of domestic interest
groups seeking special treatment at the expense
PG UIF EPNFTUJD DPNNVOJUZ 5IFZ BMTP QSPWJEF
the underpinning and independence the
BEWJTPSZ QSPDFTT OFFET 5IF JNQPSUBODF PG
UIBU VOEFSQJOOJOH JT BQQBSFOU GSPN "VTUSBMJBT
experience, both its successes and its failures, and
is dealt with in the annex to this policy brief.
International agencies and policy institutes
will always play an important role in drawing
BUUFOUJPO UP UIF DPOTFRVFODFT PG QSPUFDUJPO
But they are not a substitute for the domestic
QSPDFTT BEWPDBUFE IFSF 5P CF FýFDUJWF  UIF
domestic transparency process must operate as a
matter of routine each time a change in domestic
QSPUFDUJPOJTVOEFSDPOTJEFSBUJPOCZHPWFSONFOU
*U JT UIFSFGPSF B EJTDJQMJOF HPWFSONFOUT QMBDF
POUIFNTFMWFT XJUIUIFTBGFHVBSETBOEDIBSUFS
OFFEFEUPFOTVSFUIFBEWJDFJTQSPWJEFEBTBNBUUFS
of course when changes in protection are under
consideration. As a result of bipartisan support
GPSTVDIBEJTDJQMJOF "VTUSBMJBOHPWFSONFOUTHBWF
VQUIFBCJMJUZUPBDUXJUIPVUmSTUSFDFJWJOHQVCMJD
BEWJDFBCPVUUIFFDPOPNZXJEFDPOTFRVFODFTPG
the changes they had under consideration.
The resulting enhanced public awareness of
what was at issue for the Australian economy as
a whole helped generate the community support
needed for decisions reﬂecting the national,

P o l i c y

B r i e f

MESSAGE TO THE G20: DEFEATING PROTECTIONISM BEGINS AT HOME

rather than sectoral interests or the interests of
particular industries.

How to build a domestic discipline into
the G20 response to protectionism
The logic on which this response is based, while
SPDLTPMJE JTDPVOUFSJOUVJUJWF*UIBTCFFOFBTJFS
UP CFMJFWF UIBU UIF OBUJPOBM CFOFmUT BWBJMBCMF
from multilateral negotiations depend on the
skill of negotiators in gaining access to external
markets while conceding as little as possible at
home. The response we propose challenges the
TUSBOHMFIPME UIBU WJFX IBT IBE PO UIF DPOEVDU
of trade negotiations. It recognises that the gains
for countries participating in multilateral trade
negotiations depend on what each takes to the
negotiating table, not what they hope to take
away from it.
There will be resistance to this response from
protected interest groups and others comfortable
with present arrangements. The case for it
would therefore need to be pursued well beyond
the Pittsburgh meeting of G20 leaders. And it
will need to be argued outside the WTO, which
has shown no enthusiasm for it. For instance,
a similar proposal was introduced into the
FOGS (Functioning of the GATT System)
Group in the Uruguay Round twenty years
ago. After considering it, negotiators in that
forum introduced another international process
JOTUFBEUIF 5SBEF 1PMJDZ 3FWJFX .FDIBOJTN
When the idea was raised again, in March 2009,
1BTDBM -BNZ DPOmSNFE UIBU UIFSF XBT AOPU
general support for the sponsorship of country
QSPDFTTFT XJUIJO UIF 850 GSBNFXPSL17 As
we noted earlier, the limited authority and
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international focus of the WTO makes it an
unlikely forum to host a domestic response to
protectionism. The case will therefore need to
be argued in other meetings of world leaders—
such as the World Economic Forum—and in
international institutions such as the World
Bank, IMF, OECD, and UNCTAD.
"TBmSTUTUFQ BOEUPEFNPOTUSBUFUIFJSSFTPMWFUP
SFTJTUQSPUFDUJPOJTN (MFBEFSTDPVMEQSPWJEF
a lead by introducing domestic transparency
procedures into their own decision-making on
QSPUFDUJPO *OEFFE  TPNF EFWFMPQJOH DPVOUSJFT
IBWF BMSFBEZ EPOF TP  PS BSF DPOUFNQMBUJOH
it. Professor Hadi Soesastro, a prominent
Indonesian economist, recently explained why
Indonesia has introduced such a response:
‘…leaders must go beyond airing the right
rhetoric…Concrete actions, which remain
wanting, must follow…The Indonesian Trade
Minister, for instance, has recently introduced
domestic transparency procedures in the
decision-making on protection to try to minimize
the damage.’18
)PX MFBEFST PG UIF NBKPS EFWFMPQFE DPVOUSJFT
respond to the protectionist threat will send a
WFSZJNQPSUBOUNFTTBHFUPUIFMBSHFOVNCFSPG
EFWFMPQJOHDPVOUSJFTUIBUIBWFCFFOMJCFSBMJTJOH
VOJMBUFSBMMZ  BOE UP UIF NBOZ DPVOUSJFT NPWJOH
from command to market economies. These
together represent the majority of the population
PG UIF EFWFMPQJOH XPSME BOE DPOTUJUVUF UIF
major potential growth areas in world trade.
#FDBVTF EFWFMPQFE BOE EFWFMPQJOH FDPOPNJFT
complement each other in the things they trade,
UIBU QPUFOUJBM JT DSVDJBM UP XPSME DPNQFUJUJWF
QSPEVDFSTJOEFWFMPQFEFDPOPNJFT
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In the case of the United States the change
SFRVJSFE JT NJOJNBM *U JOWPMWFT TJNQMZ BEEJOH
to the existing charter of the US International
5SBEF$PNNJTTJPO 64*5$ BSFRVJSFNFOUUIBU
its public reports account for the economyXJEF DPOTFRVFODFT PG JUT SFDPNNFOEBUJPOT
PO QSPUFDUJPO GPS JOEJWJEVBM JOEVTUSJFT 5IF
GVOEBNFOUBM EFmDJFODZ PG UIF 64*5$ JT UIBU 
while its procedures promote transparency,
JUT SPMF JT UP QSPWJEF SFMJFG GSPN JOUFSOBUJPOBM
competition on the basis of criteria that focus
on the problems import competition poses for
JOEJWJEVBM JOEVTUSJFT 5IF CSPBEFS FýFDUT PG
such competition, on the economy as a whole,
are not brought into account in formulating
BEWJDFBCPVUXIFUIFSUPQSPWJEFSFMJFG8IJMFJUT
procedures make transparent the problems of
ailing industries, the US President is left to decide
XIFUIFS UP QSPWJEF QSPUFDUJPO XJUIPVU QVCMJD
BEWJDFBCPVUUIFFDPOPNZXJEFDPOTFRVFODFT
5IFBDUJPOSFRVJSFEUPJOUSPEVDFUIJTBQQSPBDIJO
the United States is therefore to add to the existing
DIBSUFSPGUIF64*5$BHVJEFMJOFSFRVJSJOHJUUP
CSJOH UIF FDPOPNZXJEF DPOTFRVFODFT JOUP
BDDPVOU XIFO GPSNVMBUJOH BEWJDF BOE SFQPSUJOH
on protection for domestic industries. And the
DIBMMFOHF GPS EFWFMPQFE DPVOUSJFT HFOFSBMMZ
is to build into their decisions on protection,
including decisions about the reductions to offer
in international trade negotiations, the economyXJEFQFSTQFDUJWFBOEEPNFTUJDDPNNJUNFOUUIBU
are brought into play when countries liberalise
unilaterally.
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Conclusion: a response to the long-term
challenge of protectionism
A domestic transparency response is needed to help
VOEFSQJOUIFGVUVSFWJBCJMJUZPGUIFHMPCBMUSBEJOH
system. We are drawing it to the attention of G20
MFBEFSTCFDBVTFPGUIFOFFEUPEFWFMPQBGPSXBSE
focused response to protectionism now, in order to
BMMBZOFHBUJWFSFBDUJPOTBCPVUUIFGVUVSFPGXPSME
trade following the stalemate (after eight years of
JOUFOTJWFOFHPUJBUJPOT JOUIF%PIB3PVOE
8IJMFUIJTSFTQPOTFXPVMECFVOMJLFMZUPBDIJFWF
TQFDUBDVMBS SFTVMUT JNNFEJBUFMZ  JUT FEVDBUJWF
JOnVFODF XPVME QSPHSFTTJWFMZ BOE JSSFWFSTJCMZ
DIJQ BXBZ UIF NZTUJRVF BOE JHOPSBODF UIBU
has constrained national debates about the
FDPOPNJD USBEFPýT JOWPMWFE JO MJCFSBMJTJOH
domestic markets. It would help correct the
GVOEBNFOUBMXFBLOFTTPGUIFQSFTFOUBEWFSTBSJBM
approach to international trade negotiations,
in which domestic pressure groups exert the
dominant inﬂuence on the negotiating stance
PG HPWFSONFOUT *U TIPVME DPOTFRVFOUMZ NBLF JU
easier for G20 leaders to realise in their domestic
QPMJDZ DPOEVDU UIF XPSUIXIJMF PCKFDUJWFT BCPVU
XIJDI UIFZ FYQSFTTFE DPMMFDUJWF BHSFFNFOU XIFO
they met in Washington and London. The test of
JUTSFMFWBODFJTOPUXIFUIFSJUDPVMERVJDLMZNPWF
all nations to the ideal situation, but whether they
could generally do much better than at present.
1BTDBM-BNZTWJFX UIBUJOUFSOBUJPOBMNPOJUPSJOH
is an appropriate and sufficient response, is not
supported by the study conducted by the WTO
itself during the Doha Round. While monitoring
may be of some help in the short term, simply
relying on another international process does
nothing to address the domestic source of
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QSPUFDUJPOJTN 8IFO QSFTFOUJOH IJT WJTJPO
GPS UIF 850 PWFS UIF OFYU GPVS ZFBST PO UIF
PDDBTJPO PG IJT SFBQQPJOUNFOU  IF DPOmSNFE
IJTWJFXUIBUA/PNBKPSPWFSIBVMPGUIFTZTUFN
JT SFRVJSFE19 And at a conference on 4 March
2009 he described the domestic transparency
response as a ‘perfectly legitimate, respectable
BOESBUJPOBMBDBEFNJDBSHVNFOU20 XIJMFMFBWJOH
OPQMBDFGPSJUJOIJTWJTJPOGPSUIF8505XPPG
IJTQSFEFDFTTPST 0MJWJFS-POHBOE'SJU[-FVUXJMFS 
chaired international study groups formed to
SFWJFX UIF QFSGPSNBODF PG UIF 850 #PUI
DPODMVEFE OFBSMZBRVBSUFSPGBDFOUVSZBHP UIBU
its international disciplines needed the support of
transparency arrangements at home.
*G UIF ( SFTQPOTF JT HVJEFE CZ -BNZT WJFX 
and thus limits itself to the international
EJTDJQMJOFT UIBU IBWF GBJMFE TP ESBNBUJDBMMZ JO
UIF%PIB3PVOE HPWFSONFOUTXJMMDPOUJOVFUP
JOTVMBUFUIFJSMFTTDPNQFUJUJWF IJHIMZQSPUFDUFE 
industries against the adjustment pressures the
present crisis places on all their industries. The
DPTU PG GPMMPXJOH IJT ACVTJOFTTBTVTVBM BEWJDF
will come later, when the crisis has passed.
Instead of adapting to the changes occurring
JO UIFJS DPNQFUJUJWF TUSFOHUIT  UIFJS EPNFTUJD
industry structures will remain frozen in time.
And that will seriously affect their domestic (and
global) prosperity into the longer term.
The WTO system, in its present form, is clearly
CSPLF  BOE OFFET mYJOH 8JUIPVU TVQQPSU BU
IPNF JUTJOUFSOBUJPOBMEJTDJQMJOFTDBOOPUEFMJWFS
the national rewards participating countries
expect from multilateral trade negotiations. To
QSPWJEFUIBUTVQQPSU XFCFMJFWFUIF(SFTQPOTF
to its commitment on protectionism must satisfy
three conditions.
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*U NVTU FODPVSBHF JOEJWJEVBM DPVOUSJFT UP
EFWFMPQEPNFTUJDUSBOTQBSFODZQSPDFTTFTBT
B CBTJT GPS BEWJDF BOE EFDJTJPONBLJOH PO
protection.
It must encourage and enable them to address
UIFJS PXO ACFIJOEUIFCPSEFS CBSSJFST UP
trade.
"OE JU NVTU MFBWF UIFN JO GVMM DPOUSPM PG
domestic policy.

The response we propose meets all three
DPOEJUJPOT*UTDFOUSBMNFTTBHF DPOmSNFECZUIF
failure to reach agreement in the Doha Round, is
UIBUBOFýFDUJWFSFTQPOTFUPUIFEJþDVMUJFTOPX
GBDJOH UIF HMPCBM USBEJOH TZTUFN NVTU JOWPMWF
domestic processes that make the economy-wide
DPOTFRVFODFTPGFYJTUJOHBOEQMBOOFEQSPUFDUJPO
more transparent.
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ANNEX: LESSONS FROM
AUSTRALIA’S EXPERIENCE
5IF USBOTQBSFODZ BSSBOHFNFOUT UIBU IBWF
QSPWJEFE UIF CBTJT GPS BEWJDF UP "VTUSBMJBO
HPWFSONFOUTPOEPNFTUJDQSPUFDUJPO "VTUSBMJBT
USBEF CBSSJFST  FWPMWFE PWFS UJNF  BT IBWF UIF
institutional arrangements supporting it:
the Tariff Board (1921–1973), the Industries
Assistance Commission (1974–1990), the
Industry Commission (1991–1998) and the
1SPEVDUJWJUZ$PNNJTTJPO oUPUIFQSFTFOU 
This Annex focuses on the transition from the Tariff
Board to the Industries Assistance Commission
(IAC), because that transition generated policy
UFOTJPOT UIBU PUIFS HPWFSONFOUT DPOUFNQMBUJOH
domestic transparency arrangements are also
likely to encounter. It deals with why a domestic
transparency institution (the Industries Assistance
$PNNJTTJPO XBTFTUBCMJTIFEJO BOETFWFSBM
JNQPSUBOUMFTTPOTGSPNTVCTFRVFOUEFWFMPQNFOUT
*O FYQMBJOJOH IPX "VTUSBMJBT EPNFTUJD
transparency arrangements helped to counter
protectionism, it is important to know how
decisions on protection were made in Australia
before 1974 when the transparency arrangements
were put in place.

Fragmented advice and policy information
systems
#FGPSF   UIF BEWJDF HPJOH UP "VTUSBMJBO
HPWFSONFOUT GPDVTFE BMNPTU FYDMVTJWFMZ PO
the needs of particular parts of the Australian
FDPOPNZ(PWFSONFOUTSFDFJWFETFQBSBUFBEWJDF
on policies for manufacturing (or parts of it),
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BHSJDVMUVSF PS QBSUT PG JU  UIF TFSWJDFT BOE
transport sectors (or parts of them) and the
mining sector (or parts of it). The segmentation
PGQPMJDZBEWJDFQSPEVDFEBAQBSUTBQQSPBDIUP
EPNFTUJD EFWFMPQNFOU &DPOPNJD NBOBHFNFOU
XBTNBEFVQPGUXPTFQBSBUFQPMJDZAXPSMET
UIFAXPSMEPGUIFTFDUPSTBOEUIFAXPSMEPGUIF
whole economy. The focus was on the whole in
macro-economic management, but on sectors
XIFO MPOHFSUFSN FDPOPNJD EFWFMPQNFOU
JODMVEJOHQSPUFDUJPOBOEUSBEFQPMJDZRVFTUJPOT
were under consideration.
This segmentation of policy produced fragmented
BOE DMPTFE TZTUFNT PG BEWJDF 0þDJBMT  XJUI
limited informational capacity, depended on
the ﬂow of information from their industry
DMJFOUT$POTFRVFOUMZ UIFZXFSFPGUFOVOBCMFUP
QSFTFSWF UIF EJTUBODF GSPN UIFJS DMJFOUT OFFEFE
GPS JOEFQFOEFOU BOBMZTJT BOE BEWJDF *O UIJT
TJUVBUJPO JOEJWJEVBMTFDUPSTPGUIFFDPOPNZXFSF
BCMF UP AQSJWBUJTF BEWJDF HPJOH UP HPWFSONFOUT
PO MPOHFSUFSN JTTVFT UIBU IBE SBNJmDBUJPOT
throughout the economy. Special interest groups
IBE BO JODFOUJWF UP FYFSU DPWFSU QSFTTVSFCPUI
to inﬂuence the opinions of officials and to seek
UPIBWFQFPQMFTZNQBUIFUJDUPUIFNBQQPJOUFEUP
UIFQPTJUJPOTSFTQPOTJCMFGPSGPSNVMBUJOHBEWJDF21
7FTUFE JOUFSFTUT EFWFMPQFE JOTJEF HPWFSONFOU
as well as out, so that a mutually supporting
bureaucracy and industrial interests commanded
B HSFBU EFBM PG QPXFS PWFS EFDJTJPONBLJOH22
This interaction between special interest groups
and those responsible for decision-making on
QSPUFDUJPOXBTOBUVSBM JOEFFEJOFWJUBCMF JOUIBU
FOWJSPONFOU *U DBVTFE HPWFSONFOU EFDJTJPOT
on protection to reﬂect the needs of particular
industries, rather than the economy-wide goals
of national economic policy.
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"TBGVSUIFSDPOTFRVFODFPGUIJTGSBHNFOUBUJPOPG
BEWJDF  QSPUFDUJPO QPMJDZ XBT QVSTVFE TFQBSBUFMZ
from trade policy—as though these two areas
of national economic policy were not tightly
linked. Australia approached multilateral trade
negotiations as though the only gains at issue came
from access to external markets.

Tension between a protectionist policy
and its economy-wide consequences
The Tariff Board, which preceded the Industries
Assistance Commission, was established as
an independent statutory body, charged with
recommending assistance to ‘economic and
FþDJFOUJOEVTUSJFT*UXBTSFRVJSFEUPIPMEQVCMJD
IFBSJOHTPOUIFNBUUFSTSFGFSSFEUPJUCZHPWFSONFOUT
BOEUPQSPWJEFJUTBEWJDFJOQVCMJDSFQPSUT
*U IBE UXP BWFOVFT GPS DPOWFZJOH JUT BEWJDF
on protection: in reports on the particular
NBUUFST SFGFSSFE UP JU CZ HPWFSONFOUT BOE JO
its annual reports. Until the mid-sixties its
recommendations reﬂected the established
AOFFETCBTFE BQQSPBDIUIBU JT  UIF MFWFM PG
protection needed to enable each industry to
compete against international competition.
"MUIPVHIJUTTUBUVUFSFRVJSFEJUUPSFQPSUPOAUIF
PQFSBUJPOPGUIF5BSJýBOEUIFEFWFMPQNFOUPG
JOEVTUSJFT JUTBOOVBMSFQPSUTPýFSFEMJUUMFJOTJHIU
JOUPUIFFDPOPNJDDPOTFRVFODFTPGUIFQSPUFDUJPO
it recommended, and were generally limited to
a description of those recommendations. The
depth of its general reporting on its ‘economic
BOE FþDJFOU HVJEFMJOF XBT DPOWFZFE JO BO
annual report during the 1950s, which famously
PCTFSWFE UIBU UIF #PBSE AXBT JNQSFTTFE CZ UIF
efficiency of Australian industries generally, and
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was particularly impressed by the efficiency of
TPNF *U IBE OPU ZFU SFDPHOJTFE UIF EJýFSFODF
between technical and economic efficiency.
In the mid-sixties, following a wide-ranging
SFWJFXPGFDPOPNJDQPMJDZDPNNJTTJPOFECZUIF
UIFO"VTUSBMJBOHPWFSONFOU UIF#PBSECFHBOUP
DPOTJEFSIPXJUTIPVMESFTQPOEUPUIFRVJUFMJNJUFE
QPMJDZ HVJEBODF QSPWJEFE JO JUT TUBUVUF23It was
CFDPNJOHBXBSFPGUIFFDPOPNJDDPOTFRVFODFT
PG UIF FTUBCMJTIFE AOFFETCBTFE BQQSPBDI UP
protection. In 1967 it outlined a new approach,
EFWFMPQFE UP FOTVSF UIBU JUT SFDPNNFOEBUJPOT
were consistent with the settled goals of national
economic policy.24This included a systematic
QVCMJD SFWJFX PG UIF TUSVDUVSF BOE MFWFMT PG
protection, focusing on industries with high
MFWFMTPGQSPUFDUJPO SBUIFSUIBOUIFQBTUGPDVTPO
particular industries or products.25It nominated
MFWFMTPGQSPUFDUJPOUIBUJOEJDBUFEMPX NFEJVN
BOEIJHIDPTUQSPEVDUJPO VTJOHAFýFDUJWFSBUF 
a measure of the protection accorded a process
PSJOEVTUSZSBUIFSUIBOUIFJSPVUQVUT EFWFMPQFE
by Professor Max Corden).26It foreshadowed
JUT JOUFOUJPO UP VTF UIF FýFDUJWF SBUF DPODFQU
(measuring the net protection accorded an
industry as a result of the opposite effects of
protection on its inputs and outputs) in deciding
which industries were highly protected and thus
NPTU JO OFFE PG SFWJFX27It also foreshadowed
JNQSPWFNFOUTOFFEFEJOUIFQPMJDZJOGPSNBUJPO
system supporting its work.
These foreshadowed changes challenged the
QSFWBJMJOHAOFFETCBTFEBQQSPBDIUPQSPUFDUJPO 
an approach to which both the Department of
Trade and its Minister were strongly committed.
5IFUFOTJPOUIBUEFWFMPQFECFUXFFOUIF.JOJTUFS
and the Board, and within Cabinet between
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the Trade Minister on the one hand and the
Prime Minister and Treasurer on the other,
stimulated intense public interest and discussion
BCPVU UIF SPMFT PG BEWJDF BOE EFDJTJPONBLJOH
on protection.28The Trade Minister and his
EFQBSUNFOUBM BEWJTFST SFHBSEFE UIF DIBOHFT
proposed by the Board as a matter of policy,
CFZPOE UIF BVUIPSJUZ PG UIF BEWJTPSZ CPEZ
The Board saw it as exercising its statutory
responsibility for making public the criteria
it used in formulating its recommendations,
BOE JO SFMBUJOH UIFN UP UIF TFUUMFE PCKFDUJWFT
of national economic policy. The resulting
UFOTJPOXBTJOFWJUBCMF BOECFDBNFWFSZQVCMJD
The chairman of the Tariff Board was at one
point warned by the Minister for Trade against
QSPWJEJOHBQVCMJDFYQMBOBUJPOPGUIFQSPQPTFE
changes on the grounds that he would be in
CSFBDIPGIJTBVUIPSJUZJOFYQSFTTJOHBWJFXUIBU
NBZOPUCFDPOTJTUFOUXJUIHPWFSONFOUQPMJDZ
5IFmOBMBDUJOUIF#PBSETTUSVHHMFUPDMBSJGZJUT
role came when the Minister for Trade sought
$BCJOFU BQQSPWBM  JO %FDFNCFS   UP EJSFDU
it how it should form its recommendations. He
proposed the Board be instructed that, when
deciding whether an Australian industry was
AFDPOPNJDBOEFþDJFOUBOEUIFSFGPSFXPSUIZPG
protection, it should compare local production
DPTUT XJUI UIPTF JO ANBUVSF FDPOPNJFT JO
Western Europe and North America. When
FTUBCMJTIJOHUIFBQQSPQSJBUFMFWFMPGQSPUFDUJPO 
IPXFWFS JUTIPVMECFSFRVJSFEUPSFDPNNFOEUIF
MFWFMOFFEFEUPQSPUFDUMPDBMQSPEVDUJPOBHBJOTU
the cheapest source of international competition.
The Minister did not gain Cabinet support,
BOE UIF TFQBSBUF SPMFT PG BEWJDF BOE EFDJTJPO
NBLJOHSFNBJOFEVOSFTPMWFEVOUJMUIF*OEVTUSJFT
Assistance Commission was established in 1974.
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The statute creating the Industries Assistance
$PNNJTTJPO *"$  TJHOBMMFE UIF HPWFSONFOUT
BOE1BSMJBNFOUT XJTIUPFOTVSFUIBU
u

u

u
u

UIF FDPOPNZXJEF QFSTQFDUJWF RVJUF
consciously taken in formulating budgets
XBTDBSSJFEPWFSJOUPQPMJDZPOMPOHFSUFSN
protection and trade policy issues;
UIF$PNNJTTJPOTNBOEBUFDPWFSFEBMMGPSNT
PGBTTJTUBODFUPBMMFDPOPNJDBDUJWJUJFT JOBMM
sectors of the economy;
it had authority to initiate its own public
JORVJSJFT
HPWFSONFOUT IBE BO PCMJHBUJPO UP TFFL
QVCMJD BEWJDF GSPN UIF $PNNJTTJPO CFGPSF
SFTQPOEJOHUPSFRVFTUTGPSOFXPSJODSFBTFE
assistance, although they were not obliged
UPGPMMPXUIBUBEWJDF

A clear distinction was thus established between the
USBOTQBSFODZJOTUJUVUJPOTSFTQPOTJCJMJUZGPSadvice
BOE UIF HPWFSONFOUT SFTQPOTJCJMJUZ GPS decisions
on protection.

The Commission’s charter
The reason for establishing the Commission was
to extend to all Australian industries the system,
already applying (through the Tariff Board) to
JNQPSUDPNQFUJOH JOEVTUSJFT  PG HPWFSONFOUT
SFDFJWJOH QVCMJD BEWJDF GSPN BO JOEFQFOEFOU
BVUIPSJUZGPMMPXJOHBQVCMJDJORVJSZ
When introducing the legislation creating it the
then Prime Minister said:
‘The Commission will be a single institution,
with responsibility for advising on the assistance
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which should be given to industries in all
sectors of the economy. It will therefore be very
conscious of the need to develop a rational and
consistent approach to all industries.’29
This approach was embodied in the legislation,
and reﬂected a bipartisan commitment to
distinguish future arrangements from those it
replaced. It was supported by the major political
parties in both houses of the Australian Parliament
BOE TVCTFRVFOUMZ SFBþSNFE CZ TVDDFTTJWF
HPWFSONFOUTPGEJýFSJOHQPMJUJDBMQFSTVBTJPOT
*U QSPWJEFE UIF *"$ XJUI UIF DIBSUFS BOE
JOEFQFOEFODFSFRVJSFEUPFOTVSFUIBUJUTBEWJDF
UP HPWFSONFOUT XPVME CF EJTJOUFSFTUFE  PQFO
to public scrutiny, and formulated from the
QFSTQFDUJWF PG national welfare rather than the
needs of particular producer groups.
5IJTJOWPMWFE
Independence: The transparency agency was
created as an institution independent of both
UIFQPMJUJDBMQSPDFTTBOEPGBOZJOEVTUSZTQFDJmD
CSBODIPGHPWFSONFOU*OFYQMBJOJOHJUTSPMF UIF
Prime Minister said:
‘The…Commission will ensure public scrutiny
of the process whereby governments decide
how much assistance to give to different
industries…Such a process must be independent
and impartial, and seen to be independent and
impartial…’30
*OFYQMBJOJOHXIZUIFJOTUJUVUJPOXPVMECFHJWFO
BVUIPSJUZUPJOJUJBUFJUTPXOJORVJSJFT UIF1SJNF
Minister said:
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‘It is a safeguard against the indeﬁnite
continuation of assistance to particular
industries long after it is needed. It is necessary
because structures of assistance, like some of the
activities they support, can become obsolete.’31
*UTTUBUVUFDPNNJUUFE"VTUSBMJBOHPWFSONFOUTUP
TFFL JUT BEWJDF BCPVU UIF FDPOPNZXJEF FýFDUT
CFGPSF BDUJOH PO SFRVFTUT GPS QSPUFDUJPO 5IF
1SJNF.JOJTUFSPCTFSWFEUIBUUIJTXBT
‘an essential safeguard to the integrity of the
system…If some industries, particularly those
which stand to lose most from public exposure
of their claims, can avoid the process of
public inquiry the fundamental purpose of the
Commission will be frustrated.’32
This bipartisan approach was put in place to
TBGFHVBSE UIF JOUFHSJUZ PG BEWJDF BOE EFDJTJPO
NBLJOH PO QSPUFDUJPO 5IF *"$ XBT  IPXFWFS 
FTUBCMJTIFEBTBOBEWJTPSZCPEZPOMZXJUIOP
KVEJDJBM FYFDVUJWFPSBENJOJTUSBUJWFGVODUJPOT
Economy-wide charter *U XBT HJWFO B NBOEBUF
UPJORVJSFBOESFQPSUPOBMMGPSNTPGHPWFSONFOU
BTTJTUBODF UP FDPOPNJD BDUJWJUJFT JO BMM TFDUPST
PG UIF FDPOPNZ  BOE UP FWBMVBUF UIFTF JO UFSNT
of their economy-wide effects. The legislation
FTUBCMJTIJOHUIF*"$SFRVJSFEJUUPHJWFQSJPSJUZJO
its recommendations to the public gains or losses
at issue for the community as a whole in changing
protection, rather than the private gains or losses
at issue for particular groups of economic agents.
5IFMFHJTMBUJPOBMTPSFRVJSFEJUUPSFTFBSDI BOE
SFQPSUBOOVBMMZPO IPXPWFSBMMEFWFMPQNFOUTJO
UIFFWPMWJOHTUSVDUVSFPGQSPUFDUJPOXFSFSFMBUFE
UPUIFTFHFOFSBMPCKFDUJWFT
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Openness: To facilitate community participation
JOUIFBEWJTPSZQSPDFTT JUTDIBSUFSSFRVJSFEJUUP
IPME QVCMJD IFBSJOHT BOE UP NBLF JUT BEWJDF UP
HPWFSONFOUBWBJMBCMFJOQVCMJDSFQPSUT

DPTUTPGMJCFSBMJTJOH CZNBLJOHUIFDPOTFRVFODFT
for the Australian economy more transparent.

Some lessons from Australia’s experience
The legislation establishing it thus drew a
EJTUJODUJPO CFUXFFO UIF USBOTQBSFODZ BHFODZT
responsibility for advice BOE HPWFSONFOUT
responsibility for decisions on protection. While
HPWFSONFOUTXFSFSFRVJSFEUPTFFLBEWJDFGSPNUIF
Commission before taking action on protection,
UIFZXFSFOPUSFRVJSFEUPBDUPOUIFBEWJDF5IJT
QSFTFSWFE UIF BVUPOPNZ PG HPWFSONFOUT PWFS
policy, while introducing transparency and an
FDPOPNZXJEFQFSTQFDUJWFJOUPUIFBEWJDFHPJOH
forward to them.
*U XPVME  PG DPVSTF  CF NJTMFBEJOH UP HJWF UIF
JNQSFTTJPOUIF$PNNJTTJPOTBOBMZTJTBOEBEWJDF
XPVME BMXBZT CF BEFRVBUF PS DPNQMFUF *G PS
when) this was not the case, the scope for public
scrutiny included in its procedures ensured that
BOZCMFNJTIFTXPVMECFCSPVHIUUPHPWFSONFOUT
BUUFOUJPO5IBUQSPWJEFEBQPXFSGVMEJTDJQMJOFPO
its performance.
0OFJNQPSUBOUDPOTFRVFODFPGUIFBSSBOHFNFOUT
put in place for the operation of the IAC is that
the public was engaged directly in the process
CZ XIJDI BEWJDF PO QSPUFDUJPO XBT GPSNVMBUFE
5IF $PNNJTTJPOT DPOUSJCVUJPO JO IFMQJOH
"VTUSBMJBO HPWFSONFOUT PQFO EPNFTUJD NBSLFUT
UP JOUFSOBUJPOBM DPNQFUJUJPO UIFSFGPSF JOWPMWFE
NPSF UIBO TJNQMZ SBJTJOH UIF WJTJCJMJUZ PG
particular domestic barriers to trade; it also raised
community awareness of their economy-wide
FýFDUT *UT SPMF XBT UP QSPWJEF UIF JOGPSNBUJPO
domestic constituents (and the incumbent
OBUJPOBMFYFDVUJWF OFFEFEUPSFEVDFUIFQPMJUJDBM
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8IJMFBEWPDBUJOHBEPNFTUJDUSBOTQBSFODZQSPDFTT
as a response to protectionism, we recognise that
it would be inappropriate to prescribe a standard
form that transparency arrangements should
take in each country. Instead, it is a matter for
FBDI DPVOUSZ UP DIPPTF BOE EFWFMPQ JUT PXO
BSSBOHFNFOUT 5IFSF BSF OFWFSUIFMFTT FMFNFOUT
PG "VTUSBMJBT FYQFSJFODF UIBU PUIFS DPVOUSJFT
may also encounter when contemplating how to
structure their own transparency arrangements.

Safeguards for the
transparency process

operation

of

the

Recognising that protection has long-term
DPOTFRVFODFT GPS UIF QFSGPSNBODF PG UIF
economy, the Australian Parliament included two
TBGFHVBSETJOUIFMFHJTMBUJPODSFBUJOH"VTUSBMJBT
USBOTQBSFODZ BSSBOHFNFOUT 0OF HBWF UIF
transparency institution power to initiate its own
JORVJSJFT5IFPUIFSDPNNJUUFEHPWFSONFOUTUP
TFFLJUTBEWJDFCFGPSFDIBOHJOHQSPUFDUJPO
It is worth repeating the explanation of the
then Prime Minister, when introducing these
QSPWJTJPOT JO UIF MFHJTMBUJPO FTUBCMJTIJOH UIF
transparency institution (the IAC):
‘If some industries, particularly those which stand to
lose most from public exposure of their claims, can
avoid the process of public inquiry the fundamental
purpose of the Commission will be frustrated.’33
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These safeguards, agreed by the major political
parties in both houses of the Australian
Parliament, were put in place to ensure the
transparency process would operate as a matter
PG DPVSTF XIFOFWFS DIBOHFT JO QSPUFDUJPO XFSF
in prospect—rather than only when it suited
QBSUJDVMBS JODVNCFOU HPWFSONFOUT 5IFZ
underpinned bipartisan support for protection
SFGPSN  CZ QSPWJEJOH BO BHSFFE CBTJT GPS
TVCTFRVFOU "VTUSBMJBO HPWFSONFOUT UP BDDPVOU
GPS UIF DPOTFRVFODFT PG QPMJDZ EFDJTJPOT UIFZ
UBLFEVSJOHUIFJSUJNFJOPþDF1VCMJDDPOmEFODF
JO HPWFSONFOU EFDJTJPOT PO MPOHFSUFSN NJDSP
economic policy issues, the effects of which are
GFMUCFZPOEUIFMJGFPGUIFHPWFSONFOUSFTQPOTJCMF
for particular decisions, was enhanced by this
process.
4VCTFRVFOU EFWFMPQNFOUT IBWF DPOmSNFE
the need for those safeguards, which were
SFNPWFEPWFSUJNF5IFSFXBT GSPNUIFPVUTFU 
VODFSUBJOUZ BCPVU XIFUIFS UIF QSPWJTJPO
DPNNJUUJOH HPWFSONFOUT UP TFFL BEWJDF GSPN
the transparency institution before introducing
or increasing protection was legally binding.
*UT DPOUSJCVUJPO JO VOEFSQJOOJOH "VTUSBMJBT
transparency arrangements is therefore
uncertain. The existence of the other safeguard,
XIJDI HBWF UIF USBOTQBSFODZ JOTUJUVUJPO QPXFS
UPJOJUJBUFJUTPXOJORVJSJFT QSPWJEFEBCBTJTGPS
FYQFDUJOHJOEJWJEVBMHPWFSONFOUTUPSFTQFDUUIF
CJQBSUJTBODPNNJUNFOUUPTFFLJUTQVCMJDBEWJDF
when contemplating changes in protection.
5IJT QPXFS UP JOJUJBUF JUT PXO JORVJSJFT XBT
SFNPWFEJOBGUFSBSFWJFX DPNNJTTJPOFECZ
the Minister then responsible for its operations,
recommended that it was no longer needed
CFDBVTF JU IBE OPU CFFO VTFE 5IF SFWJFX EJE
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not recognise that the existence of that power
QSPWJEFE UIF TBGFHVBSE OFFEFE UP FOTVSF UIF
system operated as the Australian Parliament
JOUFOEFEJUTIPVME5IFJOFWJUBCMFDPOTFRVFODFT
PG SFNPWJOH JU XFSF TVCTFRVFOUMZ EFTDSJCFE CZ
the Minister for Industry, who had commissioned
UIFSFWJFXBOEXBTUIFOSFTQPOTJCMFGPSSFNPWJOH
the safeguard:
‘In Cabinet the transport minister…rejected an
inquiry into ‘his’ industry. He…appointed an
inquiry of his own. Nothing seemed to happen.
Gareth Evans as minister for resources said the
mining industry didn’t want to be inquired into.
So nothing happened there either.’34
)F DPOmSNFE UIFTF DPOTFRVFODFT UP UIF UIFO
chairman of the Commission who, following
SFNPWBM PG UIF $PNNJTTJPOT QPXFS UP JOJUJBUF
JORVJSJFT IBETPVHIUBQQSPWBMUPDPOEVDUUIPTF
JORVJSJFT
‘It might be desirable for industries such as
mining, sectors of transport, business sources,
etc, to be examined by the IAC, but there was
no particular ‘will’ in government, industry
or administration for this to be done…I am
personally willing to pursue the question of
further work being done in the services sector,
but do not anticipate much progress in the
immediate future.’35
"EWJDF BOE EFDJTJPONBLJOH PO QSPUFDUJPO
DPOTFRVFOUMZ SFUVSOFE UP UIF ATFDUPSBM PS
AJOEVTUSZGPDVTBOEQSPDFTTFTUIBUFYJTUFECFGPSF
the transparency institution was established.
Ministers responsible for each sector of the
economy made their own arrangements, with
predictable results.

P o l i c y

B r i e f

MESSAGE TO THE G20: DEFEATING PROTECTIONISM BEGINS AT HOME

The transparency process was by-passed again
RVJUF SFDFOUMZ  JO SFWJFXT PG "VTUSBMJBT NPTU
highly protected industries—its car and clothing
and textiles industries. In establishing these
SFWJFXT  SFTQPOTJCJMJUZ GPS BEWJDF XBT QMBDFE JO
the hands of industry insiders. The industryDFOUSJD GPDVT PG UIF SFWJFXT NFBOU UIBU UIF
TVCTFRVFOU BEWJDF BOE EFDJTJPOT SFnFDUFE XIBU
XBT SFRVJSFE UP FOTVSF UIFJS TVSWJWBM  SBUIFS
than their contribution to national economic
XFMGBSF 5IF FDPOPNZXJEF DPOTFRVFODFT PG
those decisions will emerge later—perhaps a
decade down the track—beyond the life of the
HPWFSONFOUSFTQPOTJCMFGPSUIFN
The lesson from this experience is that, without
safeguards to underpin the transparency process,
HPWFSONFOUT XJMM BMXBZT CF VOEFS QSFTTVSF UP
meet the demands of particular domestic groups
XIPQSPmUGSPNQSPUFDUJPO-BUFSHPWFSONFOUT 
and future Australians, will be left to deal with
UIF DPOTFRVFODFT *U JT QSFDJTFMZ GPS UIJT SFBTPO
that the transparency process was put in place
UPQSPWJEFBOBHSFFEBOEFOEVSJOHCBTJTGPS
QVCMJDBEWJDF BUBSNTMFOHUIGSPNHPWFSONFOU 
BCPVU UIF FDPOPNZXJEF DPOTFRVFODFT PG
changes in protection under consideration by
JODVNCFOUHPWFSONFOUT

Ministerial responsibility for the transparency
process
5IF DPOTFRVFODFT PG QMBDJOH SFTQPOTJCJMJUZ GPS
the transparency process in the hands of an
AJOEVTUSZNJOJTUFS EFQFOEJOHPOPUIFSAJOEVTUSZ
NJOJTUFSTUPTVQQPSUBOBQQSPBDIUIBUHJWFTUIF
highest priority to national economic welfare,
IBT CFFO EFTDSJCFE BCPWF 1SPHSFTT JO QVSTVJOH
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UIBU PCKFDUJWF XBT TVCTFRVFOUMZ SFTUPSFE XIFO
ministerial responsibility was transferred to
UIF 5SFBTVSFSBO AJOEVTUSZOFVUSBM NJOJTUFS 
with economy-wide responsibility for domestic
economic policy. The then Treasurer established
B GPSXBSE QSPHSBN PG JORVJSJFT GPS UIF
Commission—one part of the program dealt
with protection; the focus of the second was on
PUIFSNBKPSJNQFEJNFOUTUPJNQSPWFEOBUJPOBM
FþDJFODZ5IFNPWFGSPNBOAJOEVTUSZNJOJTUFS
(responsible for the manufacturing sector) to
the Treasurer thus restored an economy-wide
QFSTQFDUJWF UP QSPUFDUJPO QPMJDZ #VU  XJUIPVU
the safeguards that had underpinned the agreed
transparency arrangements, the public discipline
PG SFDFJWJOH BEWJDF GSPN UIF USBOTQBSFODZ
institution before changing protection could be
TJEFMJOFE CZ BOZ HPWFSONFOU XJTIJOH UP EP TP
5IBUXBTDPOmSNFECZUIFSFDFOUSFWJFXTPGUIF
car industry and clothing and textiles.

A Work In Progress
"OPUIFS JNQPSUBOU MFTTPO GSPN "VTUSBMJBT
experience is that opening domestic markets
to international competition, like the
transparency
procedures
underpinning
community understanding and acceptance
PG JU  JT BO POHPJOH BOE FWPMWJOH XPSL JO
QSPHSFTT5IJTJTSFGMFDUFEJOUIFEFWFMPQNFOUT
MFBEJOHUPUIFFYQBOEJOHSFNJU PWFSUJNF PG
"VTUSBMJBTUSBOTQBSFODZJOTUJUVUJPO5IF5BSJGG
Board focused entirely on frontier forms of
protection, principally for the manufacturing
sector, and without guidelines that enabled
it to report on the economy-wide effects of
changing protection. Near the end of its life,
in 1973, a one-off 25 per cent reduction in
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tariffs was initiated outside the Tariff Board
system without any systematic understanding
XJUIJO HPWFSONFOU PS UIF DPNNVOJUZ  PG JUT
FDPOPNZXJEF DPOTFRVFODFT 5IF PVUDPNF
demonstrates the crucial role of transparency
in enhancing public understanding and
confidence in decisions to reduce domestic
trade barriers.
There can be little doubt that this action set
back public acceptance of protection reform in
Australia. It followed a report prepared secretly,
XJUIOPQVCMJDJOQVU5IBUEJEOPUmUUIF5BSJý
#PBSENPEFM PGBOPQFOJORVJSZTZTUFNBTUIF
CBTJT GPS QVCMJD BEWJDF PO DIBOHJOH QSPUFDUJPO
And it created public uncertainty about how
reform would be conducted in future. Reﬂecting
that uncertainty, and in response to pressure
from those who stood to lose most from the
BDUJPO  UIF HPWFSONFOU RVBSBOUJOFE "VTUSBMJBT
most highly protected industries from the
general reduction. While the 25 per cent cut in
UBSJýT MPXFSFE UIF HFOFSBM MFWFM PG QSPUFDUJPO 
UIFHPWFSONFOUTTVCTFRVFOUBDUJPO BHBJOUBLFO
without knowledge of its likely economy-wide
effects) increased the disparity in the structure
of domestic protection. This greatly reduced the
QPUFOUJBMOBUJPOBMCFOFmUT
Following that experience the statute creating
the Industries Assistance Commission
extended its remit to include all forms of
assistance to all industries in all sectors of
UIFFDPOPNZ BOESFRVJSFEJUUPSFQPSUPOUIF
economy-wide effects of its recommendations.
5IF1SPEVDUJWJUZ$PNNJTTJPOTXPSLIBTCFFO
GVSUIFS FYUFOEFE UP DPWFS TUSVDUVSBM SFGPSN
issues across all sectors of the economy,
including regulatory impediments to domestic
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FGGJDJFODZBO BSFB PG TQFDJBM SFMFWBODF JO
PQFOJOH XPSME NBSLFUT GPS TFSWJDFT 5IF
QSPHSFTTJPO JO UIF TDPQF PG "VTUSBMJBT
USBOTQBSFODZGVODUJPOFWPMWFEGSPNBOJOJUJBM
preoccupation with border protection, and
POF TFDUPS PG UIF FDPOPNZ  UP OPX DPWFS BMM
impediments to international competition
BOEJNQSPWFEEPNFTUJDFGGJDJFODZ UISPVHIPVU
the economy. In the absence of the safeguards
JOUSPEVDFE BU UIF PVUTFU  IPXFWFS  QSPHSFTT
now depends on the preparedness of particular
HPWFSONFOUTUPFYQPTFJUTEFDJTJPONBLJOHUP
QVCMJDTDSVUJOZBOEUPTFFLJOEFQFOEFOUBEWJDF
BCPVUUIFGVUVSFFDPOPNZXJEFDPOTFRVFODFT
PG DIBOHFT JO QSPUFDUJPO UIFZ IBWF VOEFS
consideration.

Public awareness and interest in the issues
involved in protection
#FGPSF UIF 5BSJý #PBSE CFHBO UP RVFTUJPO UIF
UIFO QSFWBJMJOH PSUIPEPYZ  JO UIF NJETJYUJFT 
most Australians had only a passing interest in
UIFESZBSHVNFOUTJOWPMWFEJOEJTDVTTJPOTBCPVU
protection and trade policy. Australians found it
easy to accept that lowering domestic barriers to
international competition simply hurt protected
"VTUSBMJBOQSPEVDFSTGPSUIFCFOFmUPGGPSFJHOFST
5IBU WJFX XBT TVQQPSUFE CZ B NBUDIJOH  BOE
FRVBMMZ FSSPOFPVT  WJFX UIBU USBEF OFHPUJBUJPOT
QSPWJEFBOPQQPSUVOJUZUPXJOBDDFTTUPFYUFSOBM
NBSLFUTXIJMFHJWJOHBXBZBTMJUUMFBTQPTTJCMFBU
home. Competent economic journalism played
a major role in helping turn those popular
perceptions on their head, and in exposing
UIF TQJO HFOFSBUFE CZ CPUI QSJWBUF BOE PþDJBM
interests opposing any change to the established
AOFFETCBTFEBQQSPBDIUPQSPUFDUJPOQPMJDZ
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5IF QPTJUJWF DPOUSJCVUJPO UP SFGPSN  BOE UIF
enhanced policy transparency that resulted,
is dramatically illustrated by how the struggle
throughout the 1960s (between the Tariff Board
BOEUIFQSPUFDUJPOJTU.JOJTUFSGPS5SBEF mOBMMZ
played out.36
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