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later expansion based on the domestic market runs up against the

constraining growth rate of that market. 

Furthermore involvement in export markets has a beneficial

effect on the efficiency and competitiveness of firms, and

products designed to compete on export markets will almost

certainly beat import competition at home, whereas the reverse is

not always true. 

As exhortations to export, made since the early 1970s, have

been demonstrably ineffective, and for the reasons advanced

above, incentives for exporting should now be introduced

notwithstanding the GATT code provisions. 

3.4 

1. 

2. 

3. 

4. 

5. 

Principal Conclusions 

The principal conclusions of the paper are: 

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

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

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

Principal measures of that new industry policy include 
facilitative policies for enhancing competitive strengths, 
specific sectoral plans in certain cases, and general 
policies, particularly the exchange rate, incomes policy, 
the taxation system and policies for labour market 
flexibility. 

Integration of longer term (industry) policies and shorter 
term (macroeconomic) policies will be difficult but 
necessary, and the prospects for faster economic growth over 
the next few years appear poor, unless transitional policies 
can be developed to encourage investment in new capacity for 
export markets. 
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THE CASE FOR FREE TRADE AND ECONOMIC GROWTH 

I 

By Wolfgang Kasper 

Australia's Growth Performance is far Below Potential 

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

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

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

Australia is a capital-rich country with a savings rate that 
is higher than that of many other OECD countries. In 
addition, we have access to world capital markets thanks to 
our political stability and development potential. And we 
can greatly benefit from investment5i by internationally
mobile enterprise - if only we want to. 
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