Free Trade Agreements


Australia US

 Free Trade Agreement

Teachers should note the online version of this activity is available at

http://www.netspace.net.au/~rob/
in the activities section.

Activity 1 Warm Ups; getting the context

Students should indicate whether each of the following are true, false or uncertain and give a reason in each case.

(1) Specialisation produces no economic benefits at all.

(2) Higher levels of protection in Australia will bring only benefits and no costs.

(3) When a country moves from imposing high levels of protection on imported products to removing all forms of protection, there will be economic adjustment costs for the whole community as old inefficient industries die and new efficient ones emerge.

(4) When two or more countries engage in free trade, theoretically we would expect the total level of production of both countries combined to rise.

(5) The theory of comparative advantage suggests the more trade the better for everybody.

(6) Differences in resource endowments between two countries do not help explain trade between countries.

7) Improvements in Australia's export performance will help Australia achieve higher levels of employment.

(8) Two countries may benefit from trade if one country has more skilled workers than another.

(9) Some countries have more capital both physical and intellectual than others.These differences mean poor countries will not benefit from trade.

(10) A countries natural resources decide its competitive advantage and nothing can be done to change it.  Countries with few natural resources will always be losers in international trade.

(11) An efficient allocation of resources between two countries will not help either achieve a higher standard of living.

(12) Removing trade barriers between countries (Eg tariffs) is all the Government needs to do in order for Australians to benefit from trade.

(13) Australia has not experienced any benefits from its membership of APEC.

(14) Political concerns do not influence Government decision making on free trade

Activity Two

(1) Explain the gains from trade according to the theory of comparative advantage. (Note how efficiency in the allocation of resources may improve the living standards of people in both countries)

(2) What would an advocate of this theory argue in Australia today to support their case?

Activity Three

Arguments for and against protection

Pro Protection

Infant Industries Argument

Self Sufficiency

Employment

Low Wages

Buy Australian

Dumping

External Imbalance 

Keep the money at home

Anti Protection

Inefficient allocation of resources

Redistribution of Income

Higher Prices

Restricted Consumer choice

Lower Standard of living

International Ill feeling.

(1) Using your textbook in point form briefly summarise each of the above arguments. Please keep it short.

Activity Four

Sample Arguments from the press

FTA will turn out to be an open sesame

By Terry McCrann

March 6, 2004

The Australian

http://finance.news.com.au/common/story_page/0,4057,8881985%255E521,00.html
Narrowly farmers might be justified in being upset over the restrictions on access to the US market under the FTA. But could anyone seriously suggest that when we export over $120 billion a year, getting another, say, $2 billion (tops for a decade or so) into the US is going to secure our future for the next 20 years? 

Getting another $20 billion into China - including that $2 billion of farm exports? That's an entirely different proposition. And plugging into the 21st century elements of the US economy is precisely the way we'll achieve that.

Vaunted spirit of willing free traders still missing

Published in The Australian Financial Review 10 February 2004

Reproduced at http://www.cis.org.au/
It is an undeniable historic fact that the competition from freer international trade and investment has always been the major motor of economic growth.

Wolfgang Kasper
Not in America's Interests

http://sundaygazettemail.com/section/Business/2004030617
Opponents say the deal could have an effect like the North American Free Trade Agreement, eliminate the United States’ long time trade surplus with Australia and cause the loss of U.S. manufacturing jobs in states such as West Virginia.
Howard faces angry sugar farmers

http://edition.cnn.com/2004/WORLD/asiapcf/03/06/australia.sugar/
Saturday, March 6, 2004 Posted: 0711 GMT ( 3:11 PM HKT)

CAIRNS, Australia -- Australian Prime Minister John Howard has faced angry sugar farmers who believe they have been let down by the government in the recently signed Australia-U.S. free trade agreement. 

Pharmaceutical benefits threatened by ‘free trade’ agreement
BY EVA CHENG 

Australia’s right to draw up or maintain non-profit-oriented social policies will be under threat from the “free trade” agreement (FTA) that the Coalition government seeks to make with President George Bush’s US administration. Formal negotiation on the agreement is due to start in March.

http://www.greenleft.org.au/back/2003/523/523p8.htm

US gains unfair tinned fruit advantage: SPC
The managing director of SPC Ardmona believes the canned fruit industry has lost out in Australia's free trade agreement with the United States. Nigel Garrard says under the deal, tariffs on Australian canned fruit exports will decrease 1 per cent a year over 18 years. But he says a 5 per cent tax on US imports into Australia will be cancelled immediately.

Mr Garrard says it is not a level playing field and the Australian canned fruit industry will have to start looking to other markets.

http://news.ninemsn.com.au/Business/story_55336.asp
(1) Pick any two of the above quotes. Decide is it for or against the AUSFTA?

(2) Does the view expressed by the author resemble any of the arguments for and against protection? Indicate which ones? Are there any new arguments here for or against protection?

Activity 5

Your Task

(1) Visit two web sites and collect two different examples of sensational quotes about Australia's Free Trade Agreement with the US. A typical example of such a quote might be, "If this agreement goes ahead Australia will become the 54th state of America! We will cease to exist!" Another example might be "Once this agreement is ratified Australia's external problems are over. Goodbye current account deficit and goodbye and good riddance to our foreign debt!" Yet another example might be "This is the end of Australia's film industry" or "We will never be able to afford decent drugs again!" Choose the most quotable and controversial quotes you can find. If you cannot find juicy quotes choose ones that at least clearly express an opinion. Quotes that are either for or against AUSFTA.

Where will you find this kind of material?

Juicy quotables may be found in the editorial sections of news paper web sites, letters to the editor even online diaries, online opinion forums and in the comments of think tanks. No doubt there are many places that you know of where quotables may be found. Two Australian online opinion sites have been listed below. Yahoo and Google will search the web for news and usually produce hits from all over the world. If your stuck these are worth a try. Most major Australian newspapers publish letters to the editor online and their editorials. If these are not adequate then you can explore more possibilities in the News Section or the Australia section of this site. Students may wish to search in America and a couple of links have been included below. If your really desperate consult a Blog, there is no way of knowing what you will find here! So warn your teacher! Generally the FTA appears not to have received the same amount of coverage in the states as here and hence your best bet is either Google or Yahoo news for those countries.

Online Opinion Sites

Australian Opinion Online

Public Debate Australia

News sites

Google news Australia

Yahoo News Australia

News Papers

The Courier Mail

The Australian

The Age

The SMH

CNN

ABC Business

For the brave search some blogs
Daypop blog search 

Search Google for Blogs 

Search Teoma for Blogs 

Search infoGrid for a Blog 
Activity 6

Share your findings with other class members. 

(1) Note who made your quote and what group in the community do they represent.

(2) What's their gripe? Are they for or against and why?

(3) Produce a class for and against table. See Next page.

(4) As a class produce a short summary of the arguments. Label your arguments according to the type of argument they are. For example should we reject the agreement because big American industries will gobble up small Australian ones? This is an infant industry argument. Are there efficiency arguments present? Are there self sufficiency arguments present?

(5) Produce a list of the groups that are most affected? Who appear to be winners? Who are the llosers?

(6) Brainstorm a list of questions you have about the AUSFTA and discuss these with your teacher.

For against table

For AUSFTA
Against AUSFTA




Activity 7

Where will I find resources on the FTA?

Compile a list of two web resources that contain information on Australia's Free Trade Agreement with America?

Often students look for web sites on free trade,you may find it helpful to think about it in the following way.

Who would know about Australia's Free Trade Agreement? 

Who has made public comments about it?

Where would I go in the real world to find this out?

Once you have answered these questions then look for relevant websites. This way you will know what sites to look for.

For example in both Australia and America the following broad groups of people have made remarks about Australia's Free Trade agreement.

· Members of Government Departments of both countries.

· Politicians.(They all have web sites with press releases)

· Representatives of Business and Industry Associations

· Unions

· Think Tanks 

· A range of pressure groups both here and overseas.

(a) Fill in the diagram on the next page with the specific instances of each of these groups. For Example John Howard for politicians.

(b) A list of directories to each of the above groups of resources may be found on the activity page. Find two web resources on Australia's FTA. 
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Activity  8  Is this a good resource? What am I looking at?

There is no quality control system operating on the Internet hence you need to be on your guard.

A gorilla could present material on nucleur physics on the web and there is no one to show that this is case.

(a) For one of the web resources  you picked in activity 7 use the following checklist to decide whether it is a useful web site. 

Please remember if you are looking for facts and sober analysis a web site that you may find useful is likley to be different from one that presents outrageous and unsupported opinions. It is worth noting for later reference however that these ideas are unsupported.

(b) Jot down a list of the main information contained in your web resource and anything that stands out, that you think would be relevant to an investigation of free trade in Australia.

(c) With other members of your class compile a hot list of useful resouces on Australia's Free Trade Agreement.

Evaluation Criteria

Authority': Does the information come from a person or organisation who has expertise in this area? Can we believe what we read? Is it independent or biased? For example would you believe a rugby player giving advice on how to knit? Who is the author? Remember many insitutional web sites have fakes. For example the Worldbank.org and the WorldBank.org.au.

Accuracy: Is the material factually correct? Can we check up using another source and make sure the material is correct? Is it verifiable? Does it seem plausible? Would you believe it? Is it credible?

Clarity:  Does the material show a clear unambiguous argument?  Is it comprehensible? Does it contain lots of hard to understand words?  Does it make sense? Can you remember and explain what you have read?

Current: Is the information up to date? When were the pages written? There is a great deal of web junk on the Net. Often these pages were relevant and useful three years ago but their authors have since forgotten about them.

Relevant:  Is the web resource actually about free trade? Is it on the topic? You need to read parts of it to check. Many articles on free trade start with a statement about AUSFTA and spend the rest of the article discussing global revolution.

Completeness: Does it cover all relevant aspects of the topic? Are there important bits left out?

Web resource checklist

Criteria
Not Sure
Low
Medium
High

Authority





Clarity





Current





Relevant





Complete 





Comments

Activity Eight Getting down to business

Background

The Australian Government  has publicised the draft of the Australia  United States Free Trade agreement.  This document has generated a great deal of controversy between pressure groups, political parties and in the community. A government official has noted however that very few young people have participated in the debate. If the AUSFTA causes unemployment in Australia then it will be young rather than older Australians who will miss out on jobs. If the AUSFTA  means Australians can buy a broader range of cheaper products then it will be today's young people who will be the beneficiaries. If the AUSFTA means Australia's external problems get worse then this will have the biggest effect on the standard of living of Young Australians. By the time the AUSFTA has a significant effect on the Australian economy, the generation that signed up to it will have long since passed.  It is time therefore that youthful Australia participated in the debate and worked out the effect of the AUSFTA on the area's of the economy where they intend to work.  Your class has been asked to undertake this task for all young Australians.

Getting Ready

(1) Break your class up into groups on the basis of the industries in the economy where you hope to work in the future. So for example if you wished to run a cattle farm, you would choose the beef industry. If you wanted to manage a factory, you would choose manufacturing. A list of industries and sectors of the economy  where some of the possible outcomes are known has been provided below to give you an  starting point.

Telecommunications

E-Commerce

Agriculture

Manufactured Goods

Services

Financial Services

Government Procurement

Intellectual Property

Investment

Health

Audio Visual 

Automotive

Consumers

You may choose other industries if you wish.

Pick your group.
(2) In your groups complete the table on the next page and discuss this with your teacher. 

Getting our ideas organised?

What I already know?
What I need to know?
Where will I find out?

Key Economic Ideas we will need to cover?
What we already know about the agreement?








The Task

Your group is required to investigate the costs and benefits of the AUSFTA for your particular industry and arrive at a clear conclusion supported by evidence. Your group will be required to present your findings to a round table class conference that will decide whether or not Australia should participate in the AUSFTA. Your presentation should run for about 5 to 10 minutes.

What will you need to cover?

· An argument for the agreement. Usually this will involve stating and explaining the argument for free trade. It may also involve other arguments as well. Please note while you are examining it from the point of view of your industry,the effect of the agreement on the whole economy is something your group should consider.

· An examination of the costs and benefits of the agreement to your industry. Here you will need to use evidence. This may take many forms. Current trade statistics and projections if available are useful for this kind of analysis. Current levels of protection and their effects are also useful if available. Arguments and examples put by people both in and out of the industry may be relevant. Quotes by credible experts are also useful. The experience of your industry with other trade agreements may worth considering as well. What effects will the agreement have on employment in your industry in both the short and longer term? If your industry ceased to exist, would alternative employment be available in other industries?

· In arriving  at your conclusion you will need to reject an opposing point of view. This means you will need to say why people who disagree with you are wrong. Use argument and evidence support your case.

What you must include in your presentation!

· You must include at least one diagram or other illustration of some of the costs and benefits of the AUSFTA for your industry. Usually supply and demand diagrams are used for this purpose however flow charts, boxes and arrows are also acceptable.

· To make your presentation credible your group must include at least one quote from the primary source of the agreement, the draft AUSFTA itself.

· Some statistics must be included. Current levels of exports and employment for your industry would be acceptable at a minimum. 

· At least one reference to a biased or misleading web resource that has been used to support an argument in this area you disagree with. For example a quote in an article by someone who lacks expertise. (See web resource evaluation activity)

· One picture that used to illustrate a point in your presentation. (You may download these from the Net)

· A clear conclusion supported by evidence and argument.
These must do items cover how the presentation will be assessed.

How will you present your findings?

Your group may present your findings as a poster, a talk supported by overheads or a power point presentation.  

How to go about it?

Your group is required to complete a large task and hence all of the people in your group will need to contribute. The first thing is to work out what you need to know.

A suggestion is to revise your getting our ideas organised table and add in new things you need to find out and take off those that are no longer relevant.

Use the organiser from the where do I find resources activity to work out where you can find out the things you need to know. One strategy might be to assign a group member to government resources, one to pressure groups etc. Meet regularly to revise progress and re allocate your tasks. Some web resources are bigger than others.

Outline a rough plan of what your final presentation will look like. For example

· Introduction AUSFTA What is it?

· Case for Free Trade?

· Benefits of AUSFTA for my industry?

· Costs of AUSFTA for my industry?

· Conclusion

Draw up a list of tasks that need to be completed and assign each to a group member.

If you decide to do a power point presentation, do not rely on one person to do the whole thing. Break it up into sections and each group member completes one section. You may copy and paste them into one file at the end.

Some students find it useful to set up a Yahoo club and use it share e mails and resources as they complete their task. This allows you to chat and conduct progress meetings when you are not at school.

A number of useful web resources have been listed on the web page for this activity to help you start.

Conference

Appoint a conference moderator to draw up presentation schedules, moderate discussions and invite your local member if possible. Your local member may be willing to actually chair discussions.  After all it is your future!

Appoint a representative for your group who discusses and defends your case and another representative who presents it.

After all presentations have been given determine your classes position. AUSFTA for or against?
Once the class has arrived at a view, make use of your arguments and evidence and send a class lletter to the Prime Minister advising him on the Young Australian view of AUSFTA.

PAGE  
13

