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WORLD TRADE Johnmn Hyde

When Australian Prime Ministers have affectad statesmanship on
the world stage-——as they have in Cairo, Diakarta, Salisbury
and Tokyo-——they temporarily swellsd theipr reputations in
Balmain and Tooralk. But, as Australia is that contradiction in
terms "o small powar *y they did not make the world a much
hetter place.

Therefore it seems unlikely that the Australian
Tttt tance Lommission (IAD) could have the
slightest effect on the 1iklihood of another great depres
Yebh it might, Just. Bub onlyy if it gets away from the
industry-—hy- industry approach of the Department of Industry,
Technology and Commerce and can assass protection for ibs
effects on the whole economy. The IAC s transfer

was therefore ne BEBATY .
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The world economy, which is overloaded with doubtful
international debt, and American pmliticﬁ,‘which i hell bent
ot blocking imports, are too like 1999, In 1928 the United
States Congress responded to Japansse imports with the
infamous Smoot-Hawley tariff. Mors than any other single
avent, this, and the retaliation it provoked, twwnad a ocommon-
or-garden recession into the great depression’. It destroved
Japanese-American trade and left Latin American debtor
rati :

tons, such as Peru, with no way Lo pay their debts to
American banks. T contributed to Pearl Harboue Tater.

I1l~informesd Congressmen, who could not ses bevond homs-
town industries, reduced American living standards and
disrupted export industries such a8 banking. They also forged
A link in the chain that diragged the world into the great
depression. If they are not better Informed they will do it
AGALIM .

Australia did not reduce manutfacturing tariffs in the

ies and sisti « It now has one of the most highly
protected manufacturing sectors in the developed world,
Although a developed nation, ouw trade (and protection
patterns and interests parallel those of many developing
nations. (8se "Australian Frotectionism’, by Fyin &nderson and

Ross Barnaut, published by Allen and Unwin.)
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Austral ia was the best-informed voice at the Liruguiay
Round of the General Agresment on Tariffs and Trade (EATTY . We
are a leadsr among the commodity-selling nations. Subisct o
credibility, when we are not whinging, thi LE A
of ashington, Brussels and Toak TRl
protecti st leaders, such as Reagan, know what they sl
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do to save world trade; they don 't how to convinos their
constituencies. That is where the 80D comss in.

Lrlgrnd+1unal T acle ﬁﬂwiwjr John MoDonnell presented this
vear ‘s Stan Eelly Memorisal Lectwe. I have read more chesring
pamm=m" H@ arguas that the United States is critical to
international trade negotiations. At the Bretton Woods
negotiations, afiter the World War 11, US attitudes determined
the oubocome @ven though their negotiator, Henry Dexter Whilte,
was a repubted Soviet spy. At the 1964 Fennedy-Round
negotiations UB trade legislation provided the noda and
determinaed the outcoms. The paramsters for the To ey o--Round
were set by 1974 and 1979 US legislabion.

Tha next round cannot ignore highly-protectionist UGS
legislation. IP April the US House of Representitives carried
HRZ. It would compel the FPresident to esrect protectionist
barriers aqain§+ countries with “excessive’ trade su
with the US. US Senate bill, 54980, is different but
protectionist. The Houses must agres and the outcoms is
subisct to Presidential veto bubt protectionist | i
Tikely to be carried.

This legislation will set the Multi Trade Negotiations
(MTHY 2 roda wunl s LS congressmen onme to appreciate bhe
consaquences for their whole economy of protecting bits of it.
Naever mind what they say; they will give as much thought to
our farmers as ouwr politicians gave to Malaysian textile
workers. U8 Congressmen must be convinced that US pro
will injuwre Americans.

Everyvthing in an sconomy is conneched rything else.
Dne industry’'s protection is always another's cost. What is
more a protected industry’'s gain is always less than the cosh
to tha rest of society. The costs are wusually widely
dispersed, but Amalysis must identify these costs, if it is
not to favow politi -:::;.«\1 constituents. Industry-by-industey
analysis is inevitably Lal pleading of the sort that gmt
the world into its present mess.
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Mr MoDonnell guoted a delegate to GATT who remarked: "We
dio not need a change of rules. We need a change of heart.’
Members of the GATT treaty, including Australia, are devoting
their energies bto finding legsl and i1 eoal ways around iis
riles. Faced with the pos ility of & major depression thes
Venice Economic (i vou please) Summit preferred to talk aboul
AIDS. While ignorance is not a barrier to sloguencs, sSerious
bnowledge apparently 1s.

International trade is governed by domestic politics.
nations arse ta {(redbind themselves sven Lo just Article [ of
the GATT treaty, as the Helly lectursr suggests, volers muEt
first appreciate the cost of protection to them. Losers smhould

have their losses from baulked sschange identifisd and
gquantified. Their loss is the same whethsr the baulk is the
rariff, the railway monopoly or a strike. Frotectsd domestic
transport is as bad for international trade (and domsstic
trade! as a high tariff. ALl barriers and all consequences
muast be considered.
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