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The APEC process entered new stage after the Bogor Meseting in 1994. The declaration to
liberdise individud members trade and investment settings by 2010 for developed economies
and by 2020 for developing ones made the process not only for exchanging information as
APEC used to be, but aso for negotiations to establish some kind of concrete ingtitutiona
framework, even it might be a loose one. From then on, the need to adjust each member’s
foreign economic policy has emerged as a very important factor in the APEC process.

Looking back the consultation that has been made for trade and investment
liberalisation in recent years, it became clear that there was not a definite consensus among the
members on matters such as the actud way to liberdise each member’s economy and the
goplication of their liberdisation efforts to outsders. It is widdy known that there are
differences in concepts and opinions on these matters between developed and developing
economies in the region, however, it is not necessarily that the same views are shared among
al the developed and/or developing economies. The Osaka Mesting in 1995 was useful in
terms of declaring that the liberdisation efforts include al the sectors without exception.
However, it did not quite solve the problems above.

Moreover, the Osaka Meeting decided that members must prepare their action plans
to liberdise their economies and present them to the Manila Meeting in December 1996. The
plans are to be reviewed periodicaly by dl the members and, if necessary, members will be
asked to modify the contents of their plans. The point hereis that there is no consensus, again,
on how to review the plans. There is no agreed standard to judge which plan is good and

whichisnot.

Teking these dtudion into account, the liberdisation process will likey be
accompanied by difficulties and the negotiation will take a long time. Because of the much
talked about diversty among the APEC members and the fact that most of them are ill in
their developing stages, Powers like the United States, Japan (and China) should not try to
control the process. If those Powers try to push ther initiatives too strongly, developing
economies may be forced to drop out, then APEC would be just a collection of ordinary
bilateral trade and investment agreements between developed economies. The opportunity to



integrate the most dynamic economies in the world would be lost. Thus initictives from
“middle power”’ members, such as the ASEAN countries, Audtrdia, Korea and New
Zedand, and the promotion of those initiatives by al the members must be taken as one of the

main measures in the process.

To andyse the factors that influence members, especiadly middle powers, foreign economic
policy is important in terms of proceeding smoother APEC process. In this paper, Audrdia
will be taken as a case since it has been an active force in the process from the very beginning.

When Bob Hawke, a former Prime Minister of Audrdia, visted Korea in January
1989, he proposed the creation of an inter-governmenta forum within the Asa Pacific region
to discuss economic cooperation. During the period from January to December 1989 when
the inaugural Minigterid Meeting of APEC took place in Canberra, the Austraian governmernt,
especidly the Department of Foreign Affairs and Trade, worked tirdesdy to promote the idea
and persuade would-be members to join the new organisation. At the time, some of the
ASEAN countries were cautious of the idea fearing that the new organisation might threaten
ASEAN's exisence. The Audradian government sent the Foreign Minister and some of the
highest officias from the Department to the ASEAN countries and assured them that: dl the
members of APEC, if established, would recognise that it would be a forum congsting of
countries with different socid and politicd systems and levels of economic development;
APEC would not devaue the meaning of any regiond organisations that dreedy exiged in the
area; and, any APEC decisions would be made on a consensus basis. It was not by accident
that the principles of APEC activities confirmed at the first Minigterid Meeting included each
of these accords.

It isclear that Australia made a grest effort to start the APEC process. It dso seems
that, after the establishment of APEC, Austrdlia has been trying to lead the process as much as
it can. In April 1992, Prime Minister Paul Keeting reveded hs idea of setting up a leaders
meseting within the APEC framework. Although the other members were not at firgt particularly

! The definition of a“middie power” is not particularly clear, however. It seems that the best way to define

theterm isto look at how acountry behavesin cases of international cooperation and conflicts. See



interested in his idea, an unofficid Leaders Meseting took place about one and haf years later
in Sedttle thanks to an initiative from the US President, Bill Clinton. In 1995, Audrdia has

again been active in promoting the Bogor Declaration.

Augrdia s foreign economic policy changed during the 1980s, especidly after the ALP gained
power in 1983. This was a logical consequence of domestic economic reform based on
minima government intervention in the market place, and was simulated by the shap
deterioration of Audtralia sterms of trade after the second oil crissin 1979.

Changes in the political and economic Stuation of countries in the region promoted
re-orientation of Audtrdia’s foreign economic policy toward the Asa Pacific economy. Since
the 1960s, the economies of most East Asian countries have experienced steady growth.
Japan wasfirst, by the 1980s, its GDP had become one of the world' s largest. Korea, Taiwan,
Hong Kong and Singapore followed the Japanese path, and developed their economies mainly
by promoting exports of manufactured goods. Since the latter half of the 1980s, the pace of
growth in severa Southeast Asan countries, such as Madaysa, Thailand and Indonesia, has
accelerated.? In short, East Asian countries have been providing Austraia with investment and
export opportunities for the past 30 years.

Until the 1970s, Australia enjoyed strong trade growth based on traditiona exports
of primary commodities to rapidly developing East Asian countries (especidly Jgpan). The
growth of the domestic economy during long post-war boom period relied on the export
growth of primary commodities and redistribution of income to other sectors. Audtraia had
traditionaly adopted a policy of protection, often referred to as “dl-around protection”

Cooper and Higgott (1990: 10), Evans and Grant (1991: 322-6), Fox (1977) and Holbraad (1984).

?1n 1988, 1989 and 1990, Thailand’ s real GDP grew at arate of 13.2%, 12% and 10% respectively. In the
samethree years, Malaysia' sand Indonesia’ s real GDP also grew rapidly: at arate of 8.9%, 8.7% and 9.8%
in the case of Malaysiaand 5.8%, 7.5% and 7.4% in the case of Indonesia (DFAT and AUSTRADE
1992:16).

% The share of Australia's total exports to Northeast Asia (China, Hong Kong, Japan and Korea) and
ASEAN increased from 29.3% (Northeast Asia 25%, ASEAN 4.3%) in 1965 to 51.1% (Northeast Asia 41.8%,



(Castles 1988:144), which was designed to shelter the country’s domestic manufacturing and
sarvices sectors from competition. In protecting these sectors from imports, the Augtrdian
government was effectivey discriminaing againgd much more competitive indudtries like
agriculture and mining. By the 1980s, it was redlised that creating export opportunities for
primary commodities done would not generate enough income to provide Audrdids
Increasing population with arisng standard of living (Garnaut 1989:205). The country needed
policy to accommodate competitiveness in the manufacturing and services sectors and
promote these sectors exports.*

Early attempts to reduce the degree of protection by reducing tariffs had been made
during the 1970s. The main motive of tariff reduction, however, was to reduce the price of
imports to counter inflationary pressure. When recesson hit Audrdiads mgor export
degtinations, such as Japan and the United States, in the mid 1970s and thus Audtrdia s trade
bal ance worsened, attempts at tariff liberdisation were halted.

This paper tries to examine the mgor factors of Audrdia's foreign economic policy change
since the 1980s. The factors can be separated as internationa and domestic for convenience,
though they are interactive. How the long term change in internationa economic environment
has influenced Audrdids domestic and foreign economic policy will be explaned firg,
including its active involvement in the APEC process. Next, this paper seeks to examine why
the mgor shift in foreign economic policy took place in the 1980s under the ALP government,
how change was implemented and why pressure from traditiona interest groups was not
strong enough to delay or stop the change.

ASEAN 9.3%) in 1988. During the same period, the share of imports from these countries grew from 15.7%
(11.6% and 4.1%) to 36.9% (31% and 5.9%) (Garnaut 1989:72).

*In 1989, the Hughes Committee reported that Australia’ s merchandise exports were about one-third
lower in proportion to output than they would be in anormally internationally-oriented economy. See

Hughes et al. (1989).



International Economic Environment and Australia’s Foreign Economic

Policy Orientation

Changesin International Economic Environment and Australia’s Policy Change

To understand why the Audtrdian government is expecting postive results from the APEC
trade and investment liberalisation process, the traditional Austrdian policy of protection and
the dragtic changes in policy since the 1980s should first be understood.

The protection of domestic industry in Augtrdiais a deeply entrenched idedl. Before federation
in 1901, Austraiawas divided into Six autonomous Dominions®.With federation, the politics of
“domedtic defence’ (Castles 1988:91) emerged as an exercise in nation-building out of those
Dominions. “The nation was founded not in war, revolution or nationd assertion, but by
practical men griving for income, justice employment and security” (Kdly 1992:1). It was
naturd, then, tha the protection of citizens everyday lives became a government priority.
According to Cadlles, the vaues inditutiondised by government were the protection of
manufacturing indudtry through tariffs and other trade redrictions, the conciliation and
arbitration of indudrid disputes, the control of immigration and a resdua system of income
maintenance for those outsde the labour market (Castles 1988:93). Kely (1992:2-13)
referred to them as “Audrdian Settlement” characterised by White Audtrdia, Industry
Protection, Wage Arbitration, State Paterndism and Imperia Benevolence, but what Castles
and Kdly describe isin fact the same phenomenon.

The tendency for protectionism went further when World War | broke out. Imports
of manufactured goods from the United Kingdom, the biggest trade partner by far at the time,
was reduced significantly and the government promoted “import subgtitution”. By the middle of
1920s, Audrdia had become one of the countries with the highest level of tariffs on
manufactured goods® Under this protective umbrela, domestic industries, such as textiles,

® For example, the Dominion of New South Wales preferred relatively free trade policy to protection, while
Victoriapreferred vice versa. Also, dominions applied tariffs to imports from each other.

® By 1925, Australia’ s average tariff rate on manufactured goods had reached 27%. United States was the



cloths, footwear, food processing, electrica gppliances and stedl, developed and increased
their production. The cogts of protection, of course, were financed by the competitive sectors
of mining and agriculture.

The Audrdian manufacturing industry has dways relied on foreign capitd. Foreign
manufacturers, who were denied access to Audtrdian market by protectionist messures,
invested in Audrdia to gain access to the domestic market. The resulting manufacturing
industry tended to produce goods solely for the domestic market, resulting in few incentives
for R&D and expangon into foreign markets. This economic sructure remained unchanged

until the 1980s.

Even though Audrdids protection policy was introduced shortly after federation and
supported over the years by vested interests in government and interest groups, in the
post-war period, many academics in particular, including Corden, Arndt, Gruen, Crawford,
Drysdde and Garnaut have opposed protection of the domestic manufacturing industry.
Corden argued as early as 1958 for abolishing the import quota system and introducing a

uniform and low taiff rate on dl imports,” writing:

“When afirm is not doing well, instead of being forced to reduce its cost or improve its
product, it has the more fruitful avenue open to it of stopping or hindering its
compstition. The energies which might better go into competing on an economic basis

are put into pressing for higher protection” (Corden 1958:340).

The firg move from within the government to re-organise protection policy came from the
Taiff Board (later caled the Indudtries Assstance Commisson and now known as the

Industry Commission) in the latter haf of the 1960s. Initidly, the Board's main role was to

only country that had higher average tariff rate than Australia at the time with 37%. Other rates of major
countries were: Japan 13%; France 21%; Germany 20%; Italy 22%; and Canada 23% (Anderson and
Garnaut 1987:7).



handle requests from manufacturers for rises in tariffs and to advise government, after
research and consderation, how far protection on particular products should be increased. In
1967, however, the Board voluntarily began a sysemdic review of taiffs dassfying
manufacturing industries into three categories. excessively protected, moderately protected and
less protected than others. On the basis of three classfications, the Board intended to advise
government to reduce the tariffs of excessvely protected indudtries as the first step towards
tariff reform.® Although the reform was supported by primary industry, such as wool and
mining, that had been discriminated againgt for many years, and even by members of the
Libera Party which was then in power, opposition from manufacturers organisations, some
sections of the government (especidly the Department of Trade and Industry) and trade unions
was vociferous. As a result, tariff reduction had to wait until 1974, when the ALP gained
power for thefirg timein 23 years.

Almost immediately after the ALP won the federd dection in December 1972,
Prime Miniger Whitlam re-organised the Taiff Board as the Industries Assstance
Commission and let them have the new role of advising the government how resources should
be digributed efficiently to redise the benefit of both producers and consumers (Banks
1992:5). Ininternationd relations area, Whitlam emphasised the importance of the Asa Pacific
region and of diversfying the export market for Austraian products. Whitlam even proposed
the creation of a regiona consultative forum in the region.® Though this shift in foreign policy
by the ALP government was possible only because of a prior policy change by the United

" Corden suggested gradually replacing import restrictions with tariffs, then establishing a standard tariff
rate for all imports. The standard tariff rate could be varied according to the balance of payment situation.
Corden based his suggestion on afixed exchange rate.

® The re-orientation of the Tariff Board at the timeis closely described by the then Chairman G. Rattigan
(Rattigan 1986).

° The regional economic cooperation plan proposed by Whitlam was not particularly detailed. Whitlam
made an extensive tour of Southeast Asia (Malaysia, Singapore, Thailand, the Philippines, Laos and
Burma) in early 1974 to explain its aims and to invite participation (on avisit to Indonesiaayear earlier he
met President Suharto). The reaction from the ASEAN countries was generally cautious as they feared
super power domination of the region. The exception was the Philippines; President Marcos had

previously proposed an ailmost identical plan (Hyde 1978:69).



States in the region (the Guam Doctrine in 1969 and diplomatic initiatives to normaise
relaions with Chinain the early 1970s), it was a clear departure from the foreign policy of the
previous Libera/Country Party codition government.’°

Accompanying the resources boom in the early 1970s, Audtrdia recorded a large
current account surplus in 1972/73 and the Ausiralian currency appreciated 18% againgt the
US dallar by 1974. The incoming ALP government wanted to encourage imports to counter
inflationary conditions, and in July 1974, the Whitlam government reduced overdl tariffs by
25%. It was said that this liberdisation measure was a result not of externa pressures, but
rather of internd factors such as advice from key minigterid advisers and input from the
Industries Assstance Commission (Charles and Farrdl 1975:95). This indicates that the
Whitlam government was rdaively free from the pressure of traditiond interest groups
compared with the Liberal/Country government.™* However, the Whitlam government soon
faced serious economic problems. The Australian economy went into decline in the latter half
of 1974 as its mgor trade partners, the United States, Japan and European Community were
pushed into recesson by the firg oil crisgs. Earnings from exports suffered massively, the
inflation rate rose and the government had to souesze money supply.*? The timing of the tariff

19 Bull (1975:31) pointed out that it was doubtful if the Whitlam government’ s basic perceptions of
Australia'sinterests and obligations had changed. He argued that the Whitlam government still thought
of Australia’ s national security in terms of the alliance with the United States, and its prosperity in terms of
its links with the rich capitalist economies, despite its efforts to devel op trade with communist and Third
World countries. Bull was correct in that Whitlam himself did not argue that Australia’ s traditional
interests and obligations had changed. See Hyde (1978).

" Hogan (1974:20-1) argued that the government’ s longer term objective in encouraging imports might
have been the gradual reduction of labour-intensive industries and the re-location of these industries to
developing countries, in other words, the restructuring of the Australian economy.

2 Stagflation in Australiain the mid 1970s was derived mainly from the overseas factor, but the spending
and wages policy of the Whitlam government exacerbated the problem. The earlier resources boom created
adesirefor increased wages and encouraged the government to introduce social reform, larger welfare
expenditure, and a higher social wages. The Consumer Price Index roseto 13.1% 1973/74 and then to 16.7%
in 1974/75; government expenditure rose 46% and 22.3% in 1974/75 and 1975/76 respectively. The budget
deficit rose to over 4% of GDP. See Dyster and Meredith (1990:269).



reform worsened the domestic economic Stuation. Opposition from traditiond interest groups
returned, and the tariff reform process was stopped, &t least for the time being.

After another massive deterioration of the terms of trade in the first half of the 1980s,
the ALP, which was re-dected to government in 1983 after eight years in oppodtion, initiated
domestic economic reform. In the same year that it was dected, the government surrendered
officia control of the exchange rate, deregulated interest rates and alowed the entry of foreign
banks. By the end of 1988, the exchange rate had depreciated by 24% to the level prevailing
at the beginning of the decade (Keating and Dixon 1989). The depreciation of the currency
was expected to result in an increase in exports and a decrease in the current account deficit
and foreign debt, but it did not have this effect immediately. In fact, the economic Stuation
worsened after three years of strong recovery. The current account deficit rose to around
4.5% of GDP in 1986 and foreign debt was il increasing. In May 1986, Paul Keating, then
Treasurer, stated:

“We must let Audrdians know truthfully, honestly, earnestly, just what sort of
international hole Audtraliais in .... if this government cannot get the adjustment, get
manufacturing going again and keep moderate wage outcomes and a sensible
economic policy then Audtraliais basically done for. We will just end up being
athird rate economy .... a bananarepublic” (quoted in Kelly 1992:196).

Extensive overseas borrowing directed towards financing mineral processng and dectricity
generation during another resources boom and a brief recovery period of the early 1980s, the
strong tendency of both the public and the private sector to spend thus encouraging imports
and the lack of competitiveness in manufacturing industries were perceived to be the mgor
obstacles. Thistime, the Hawke led government realised that Audiralia could no longer sustain
its traditional economic structure of “sustaining the cost of protection by the export earnings
from the mining and agriculture sectors’. The federd and state governments selected industries
like minerd resource processing, communications, computers, biotechnology, energy

development and promoted investment in them. Plans for privatisation of industries which were
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formerly dominated by state enterprises, such as aviation (domestic and international), banking
and telecommunications, were announced.

Furthermore, to increase competitiveness in manufacturing, the government decided
to expose industries to severe competition in the domestic and world markets and to phase out
the protection they had long enjoyed. In 1989, the government announced a concrete schedule
of tariff reduction. According to the schedule dl taiff rates, except for automobiles,
automobile parts, textile, clothing and footwear (TCF), are to be reduced to 5% by 1996; for
TCF, the tariff rates are to be lowered to 25% by 2000; for automobile and parts, to 15% by
2000; and, the average nominal rate of assistance will be lowered to 3% and the average redl
rate of assstance to 5% by the same year (Stanford 1992). The reduction in protection was
announced in a period when the current account deficit was ill high and it was made
unilaterdly.

It can be seen that the economic reform garted in the 1980s is the first and most significant
redirection of economic policies for the Audtralian economy since federation. It is not hard to
imagine that changing policies that were kept dmost untouched for eight decades is a
challenging task. However, the ongoing reform has been a long pending question and it seems
that the government will not retreet thistime.

Australia’s Foreign Policy Behaviour since the 1980s and the Meaning of APEC

Since embarking on domestic economic reform, Audrdia's foreign policy behaviour has
changed dramaticdly. The continued success of those paolicies to adjust Audtrdia s domestic
economic dructure, depend in part on the maintenance of the globa free trading system.
Audrdia's domestic market is gill too smdl to sugan the high sandard of living which was
dready achieved, even if the domestic manufacturing industry gained competitiveness in the
near future and subdtituted imports as planned. It is vitd for Audrdia tha the newly
competitive goods and services, in addition to its traditiona exports, are guaranteed to be
traded freely across the borders. However, the prospect of maintaining a free trade system
seemed to decline during the 1980s. The Uruguay Round was deadlocked, the United States
and Canada, then Mexico, formed a free trade area and the EC created a single market and
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became the EU. Because of these moves to form potentially protectionist regiond free trade
aress, it was naturd for Audrdiato involve itsdf actively in the effort of maintaining free trade.

Audrdia needed to find the most effective way to achieve this objective. It had
learned when it faled to add agriculture to the GATT agenda a the GATT ministerial meeting
in 1982, that amiddle power like Audtralia cannot achieve its goals aone (Cooper and Higgott
1990:18). Therefore, over the last decade, Audtralia has been seeking to form coditions of
like-minded countries to achieve its objective of securing and promoting a free and open trade
regime in the region.”® The formation of meaningful coditions can strengthen the bargaining
power of member countriesin multinational negotiations, as long as the codition sticks together.
It is ds0 true that these kinds of coditions can be fragile when differences in member
countries’ interests come to the surface.

The establishment of the Cairns Group™ in 1986 was one successful attempt at
codition building. The Cairns Group was successtul not only in findly having agriculture placed
on the agenda for negotiation in the Uruguay Round, but also in exerting effective pressure on
this issue until the Round was concluded. Another success was the APEC initiative in 1989.
APEC was aso seen as a way to counter the protectionist tendencies in North America and
Europe. For Audtrdia, there were two primary reasons why it had to be APEC that promoted
freer trade and investment. Firdt, Audrdia, even if it wanted, had no prospect of joining
NAFTA or the EC. Second, Asian economies were increasingly important as trade partners
for Audrdia Until the 1960s, Audtralia's main trade partner had been the United Kingdom
followed by the United States and other European countries. However, Japan emerged as the
largest export destination in the latter haf of the 1960s and has remained s0 ever Snce.
Following Japan’s track, Hong Kong, Korea, Singagpore and Taiwan darted their rapid

3 Australia’ s attempts to form coalitions on international issues were not limited to economic matters.
Two examples are the Australia Group for promoting the Chemica Weapons Convention, and the United
Nations Peace Plan for Cambodia.

¥ The Cairns Group was formed in 1986 by 14 countries who claimed not having government subsidies on
agricultural exports, for the purpose of including agriculture in the Uruguay Round agenda The members
include Argentina, Australia, Brasil, Canada, Hangary, Indonesia, New Zealand and Thailand, and their
aggregate value of agricultural exports occupies about one third of the world total.
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indudtridisation and economic growth, absorbing imports from Australia More recently, the
ASEAN countries have followed a smilar path.

Figure 1 shows the trend of the Augtrdia s merchandise trade in the last decade. In
1983-84, Audtralia’s exports to the APEC economies adready occupied 67.5% of the total
exports and its imports from them occupied 64.6% of the total. These figures increased to
76% for exports and 69.5% for imports in ten years. Both Audtrdia’s exports and imports
to/from APEC tripled in the same period. Moreover, Audrdia enjoys a trade surplus with
most of the APEC economies, except the United States. In 1993-94, the sum of the trade
surplus Australia recorded with Japan, New Zedland, NIEs and ASEAN was $A 11,308
millions which more than offset the trade deficits of $A 9,170 millions with the United States.
The importance of the APEC economies for Audrdia is the same in services trade. In
1992-93, Audrdid's services exports to them reached 66% of the total exports and imports
reached 52% of the totdl imports.

More importantly for the Australian government, the domestic manufacturing industry
increased its competitiveness. Figure 2 shows Audrdia s manufactures exports to the APEC
economies for the lagt five years. The figure indicates the importance of the United States,
Japan, New Zealand, NIEs and ASEAN as degtinations of Audiralia’s manufactures exports.
However, it seems that the United States and Jgpan are rather stagnated markets in
comparison to growing markets of New Zedand, the NIEs and ASEAN. Though the United
States and Japan remain as important markets, the manufactures exports to New Zedland,
NIEs and ASEAN grew 56%, 113% and 110% respectively during the last five years. China
looks like another promisng dedtination for Audrdids manufactures exports if its “open
policy” is maintained. In 1993-94, the vaue of exports to Chinawas just over $A 500 millions,
but its growth rate in the last severd years has been sgnificant.

In summary, the economic transactions of Audrdia with the Asa Pecific region,
especidly with the Northeast and Southeast Asan economies, has grown dramaticaly snce
the 1960s. To underpin the ongoing domestic economic reform and the resulting export
growth, Audtrdia needs to promote and help maintain free trade and investment. Though the
countries in the region, except for NAFTA, have been liberalisng their economies unilateraly
and voluntarily, APEC can promote the region-wide god of trade and investment liberdisation.
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At the moment, the Audtrdia-New Zedand Closer Economic Relaions Agreement (CER) is
the only comprehengive free trade agreement that Austrdia has made. It is obvious that CER
aone does not fulfill Augtralid s needs. Thus, the recent tendency of APEC becoming more
than a communications forum, like the creation of “unofficia” but annud Leaders Meeting, the
Bogor Declaration and the Osaka Action Agenda, is very welcome to the Audrdian
government.

Furthermore, APEC is a convenient vehicle to tie the members together. As
mentioned earlier, Audrdia’s main economic transactions partners are located both sides of
the Pecific. Austrdia cannot afford to have North America and Northeast and Southeast Asa
divided as economic blocs. APEC provides a great opportunity to promote economic

liberdisation and tie members as one region at the sametime.

Changesin Foreign Economic Policy and the Decision M aking Process

The second focus of the factors that has been influencing Audtrdia s foreign economic policy
and its change is in the domestic decision making process.

Normally, foreign policy decisons are implemented without the need to enact or
amend alaw, or for any form of legidation or ratification by Parliament. Thus the main actors
in the decison making process are the Prime Minider, the Foreign Minigter, other ministers
depending on the issue, ministers policy advisers and senior bureauicrats. Parliament'srole is
usualy confined to questioning and commenting on policy after it has been initiated. Thus,
examindion of the foreign policy decison making process in this paper focuses on the
executive branch of government.

To examine why and how changesin Audrdia s foreign economic policy came about
in the 1980s, three closdly interrelated aspects need to be andysed. The first of three is the
traditiona link between interest groups and government, as policy change inevitably has an
impact on those relationships. The second for atention is palitics within the ALP. To ensure
policy continuity, the key cabinet posts must be occupied by reform-minded politicians,
especidly when traditiond, inditutionalised vaues are being abandoned. The third aspect for
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examination is structurd reform of the bureaucracy a departmentd level as wel as mgor
changes within departments. As the job of government nowadays is tremendoudy diversified,
each department needs to have specidised and detailed information to fulfil its tasks. As a
result, departments possess great expertise and specidist knowledge in their area of
competence. Thisis of course true in the foreign economic policy area, and each department
tends to establish a persstent line on issues within its jurisdiction (Smith 1992: 21). Structurd
reform of the bureaucracy implies that policy could well change depending on the influence of
the reformed department (division or section).

Changesin Interest Groups' Attitudes and their Relationship with Government

Early literature on internationd relaions and foreign policy decison making emphadsed a
“rationd actor” (leader) who decided palicies by choosing rationdly among available options.
The early redist theory relied on well-trained leaders and diplomats to redlise national interests
in the area of foreign policy decison meking.™ By the late 1950s, the close relationship
between dbmestic palitics and foreign policy decison making received greater recognition
from theorists. Rosenau (1969) argued that the “linkage’ between domestic and internationd
politics should be closdly analysed in research on the foreign policy decison making, and Haas
(1958) emphasised the role of interest groups in the process of regiond integration in Europe.
Allison (1971) said that the “rational actor” mode was not adequate to a full understanding of
the US gpproach to the Cuban missile crigis. Lindblom (1977) pointed out that, because of its
ggnificance to the economy, private business tends to enjoy privileged power over policy
making. More recently, Putnam (1988) argued through histwo-level game theory that andysts
should look at state structures such as political parties, interest groups, elections etc., because
leaders make decisons not only to pursue nationa interests but also to satisfy domestic interest
groups, which form the basis of their political support.

> Morgenthau (1948:4-17) stated six principles of political realism. He wrote that only the workman-like
manipulation of diplomacy in arealist way could achieve the national interest (defined as power) and the

potential transformation of international politics.
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Gallagher (1988:124) stated thet Audtralia's policy decisons on protection were motivated
chiefly by intense lobbying from domedtic interests and rardy by foreign economic
congderations. If thisis so, there has clearly been a big change in traditional domegtic interests
since 1983. Alternatively, during the 1980s, the influence of certain domestic interest groups
over the decison making process has declined and decision maker(s) have become rdatively
free from traditiona domestic pressures.

The implementation of new foreign economic policy by the ALP government was
associated with a change in the atitude of traditional interest groups toward protection. The
Augtrdian Council of Trade Unions (ACTU), a pesk organisation of the labour movement and
one of the traditiond beneficiaries of protection, dtered its stance toward protection in the
1980s. In 1986, the ACTU and the Trade Development Council (TDC) sent ajoint misson to
Sweden, Norway, Audtria, West Germany and United Kingdom to research the relationship
between government, trade unions and the busness community in the formation and
implementation of economic policy. After the misson was completed, the ACTU announced
its own economic reform srategy and recommendations in a report caled “Audrdia
Reconstructed” (ACTU/TDC 1987). The report covered a wide range of matters, such as
macro economic policy, wages, prices, training, union amagamation, investment and trade.
Mog of the contents was in line with the government’s economic reform policy. Bill Kelty,
then secretary of the ACTU said in July 1987:

“Improved productivity is the main effective and enduring way for the workforce,
management and owners of capita to increase their real incomes. It is essential that all
paties understand this and have a commitment to improved performance of their
industries. .... Unions directly represent working people and that sector of society has
had to make one of the greatest sacrifices in nationd interest. .... that must be
accepted” (The Weekend Australian, 4-5 July 1987).

“Productivity” isthe key word here. Employees in the manufacturing and services sectors had

been enjoying a reatively high sandard of living under the protection policy, but the ACTU
redised that it was dso the main cause of Audrdids inability to compete in the new
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international economic environment. To redise its objectives (full employment, low inflation
and a high living sandard), ACTU now put emphasis on “maintaining the maximum possble
level of economic growth and development” (ACTU/TDC 1987:19) through increased
investment and productivity rather than protection.

With respect to industry development and trade policy, the report argued that the
manufacturing sector should become internationaly competitive and export- oriented:

“Successive post-war governments provided substantial assistance to develop a diverse
manufacturing sector aimed largely at supplying a small domestic market. This policy
was not without economic and socia costs. In particular, manufacturing sector which
developed in the 1950s and 1960s was not, to any significant extent, export-oriented.
As a reault, it was less exposed to international competition and not subjected to
adequate pressures for improvements in production and price which is implied by such
competition” (ACTU/TDC 1987:90-1).

The report recommended tripartite cooperation in planning, implementing, monitoring and
reviewing industry development. It asked the government to assst industry in developing high
vaue-added, export-oriented products by providing incertives for investment (for examples,
R&D, new products, joint ventures etc.) and facilitating exports (ACTU 1987:91-101). The
ACTU’s gdrong emphess on productivity and the deveopment of an internationaly
competitive manufacturing sector can be seen as a clear departure from the traditiond attitude
of Audraid s labour movement.

The 1980s was aso a period of re-dignment for busness organisations. The
Confederation of Audrdian Industry (CAl) was created in 1977 by the merger of the
Associated Chamber of Manufactures of Audrdia, the Audrdian Council of Employers
Federation and other employer organisations. The CAIl was set up to provide a unified body
to negotiate with government and the ACTU and to rationdise the process of business
representation, an am tha was not, however, achieved. The CAIl became smply one of
severd business organisations expressing the interests of private enterprise. Another such body

was the Audrdian Chamber of Manufactures (ACM), which was originaly established in
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1877 and now, as a result of a merger with the New South Wales Chamber of Manufactures
in 1988, operates a Victorian and New South Wales branch. In addition, large companies
were able to talk directly to the government and debate policy regardiess of their membership
of agroup or organisation (McEachern 1991:25).

The Business Council of Audrdia (BCA), formed in 1983 by the amagamation of
the Business Round Table and the Audtrdian Industries Development Association, congsts of
around 50 of Augrdia's largest companies and ther subsdiaries. The main factor in its
formation was frustration with the CAI especidly early on.*® The CAI sought to defend the
datus quo, or a least the benefits that business gained from the traditional arrangements
(McEachern 1991:32). The BCA took a more pro-liberdisation stance than the CAl because
its members were more competitive than other smal and medium-sized firms. According to a

report by the BCA:

“Exporting goods and services builds wealth, but so can importing if Australia’s scarce
resources and skills are more productively applied to the products. Australian business
can prosper by investing in Asig, or by investing in markets, etc. not available without
them. .... In essence, the knitting together of Australia with our neighbours in Asa in

many ways can build prosperity for al” (BCA 1992:9).

Here, a least, no support is expressed for the protectionism that other business organisations
hed long favoured. In the same report, the BCA argued that what the government could do to
help industry was “to remove obstacles and support long term competitiveness to enhance the
individud initiatives’. This meant policies like building sound infrastructure, supporting
education and training, etc. but not protection through tariffs (BCA 1992:64-6)

Indudtries that were traditionaly anti- protection were represented by the National
Famers Federation (NFF) and the Metd Trades Industry Association (MTIA), among

!® The CAI was cautious about the ALP government’ s cooperation with the ACTU on policy, and
especially on wages policy (the Prices and Incomes Accord). The CAl, early on, saw the Accord as an
omen of heavier government intervention and growing political influence by the ACTU. See McEachern

(1991).
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others. The NFF was formed in 1979 through the amagamation of the Audrdian
Woolgrowers and Graziers Council and the Australian Primary Producers Union. The NFF
was amain force in the “new right” movement in Audtrdiain the 1980s; it sought the exposure
of al industry to market forces and the creetion of an internationaly competitive economy.

It is now dear that dl the traditiondly influentid interest groups have turned away from
protectionism and begun to look for internationaly competitive indugtries through liberaisation
of domestic economy in the 1980s. The main reason of this change in their sances must be the
change in internationa economic environment and thus, the need to adjust domestic economy,
however, the reason why there were not enough oppaosition from traditiona and individud

beneficiaries (smdl and medium sized firms and their employees, for indance) to stop the
reorientation and which interest groups gained and/or lost their influences over the government

decison making are ill remain to be explored.

Politics within the ALP

The minigers involved in the foreign policy decison making process have their own bases of
potential support (electorad congtituencies, departments, interest groups etc.). Depending on
their support base, ministers’ roles, responsibilities, priorities and perceptions can be expected
to differ. Policy outcomes will therefore depend on who (and which group that the minister
represents) is most influentia in the decison making process. Decision making in foreign policy
Is a process of bargaining, persuasion and the formation of coditions among the participants.
This intraagovernmental process modd was first gpplied by such American scholars as
Neustadt (1960), Lindblom (1965), Allison (1971) and Allison and Haperin (1971) to explain
USforeign policy decisons.

The dements of this model are (1) who plays, that is, whose interests will be
affected by possble government decisions and who represents these groups in the decision
making process; (2) what determines the impact of each player on policy outcomes, that is,
who has the power to influence others (the three ingredients of power are bargaining
advantages, the skill and will to use these advantages, and other players perceptions of these
two things); and (3) how do players use their power?
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The ALP had been a socidigt party snce its inception. Until recent years, the party platform
cearly sated that socidisation of the means of production was a god, even though the god
was not achievable in practice because the ALP was in oppostion for so may years.
Higtoricaly the ALP has had the support of the working class, and has aimed and expected to
reflect the demands and needs of that sector of the society. Jaensch (1989:12) defined the
ALP as a “mass party” which existed not only to contest eections but aso to achieve the
objectives dtated in its party platform. After World War I, Audrdias socid dructure
changed dramaticaly as the Audtrdian economy experienced the long boom period of the
1950s and 1960s. The number of traditional “working class’ people declined gradualy but
geadily. In addition, and more importantly, an anticommunist group split from the ALP in the
mid 1950s."” As a result, the ALP remained in opposition for 23 years until Whitlam led the
party to victory in December 1972. The party stayed in power for a short three years. The
ALP clearly needed to re-think its traditiond ideology-driven policy positions to take account
of the changing needs of people from dl sections of society. If it was to win and retain
government, the ALP had to become flexible enough to react to shiftsin mgority opinion in the
electorate (Jaensch 1989:20).

The process of change in the federd ALP was, however, very dow and it was not
until the late 1980s that significant changes were actudly made. The following quote appeared
in a newspaper one year after the ALP won the federa eection in 1983:

“What seems to be happening is this. Under the leadership of Mr Bob Hawke, the
Labor Party is emerging as the true pragmatic conservative party of government, the
heir to the Menzies [Prime Minister of the Libera/Country coalition: Dec. 1949-Jan.
1966] tradition” (The Age, 7 April 1984).

¥ The Democratic Labor Party (DLP) was formed in 1957 as aresult of the split. The DLP’s principle
objective was to keep the ALP out of office until ALP policy recognised the threat of communismin
domestic and foreign affairs. The DLP was able to win some seats in the Senate and to exert influence
against the ALP until the 1970s. After Whitlam’s decision to recognise China and withdraw from Vietnam,
the support for the DLP declined. The DLP was dissolved in 1978.
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It was Bob Hawke and his colleagues in the Right faction within the ALP who brought about
party reform.”® The ALP was, and dill is, divided into three mgjor factions: the Right, the
(Socidist) Left and the Centre Left.** ALP policies were decided by politics among factions.
At any levd of the parliamentary ALP, both the Right and Left factions were unable to gain a
mgjority, and the Centre Left faction therefore held the casting vote® Members of the Right,
such as Bob Hawke, Paul Keating, Graham Richardson, Robert Ray and others, approached
the Centre Left faction and co-opted its influentid figures into a policy dliance in return for
some ministeria pods. The power and numbers of the Left then declined. An editorid in The
Australian on 15 July 1987 stated that:

“Mr Cohen [then the minister for the Arts, Heritage and Environment] has claimed that
far too much power lies in the hands of the faction leaders within ALP, in particular
with the leaders of his own right-wing faction ... The Labor Party has always had
factions, but they have never been as strong or as highly developed as they are now ...
Now the Left, the Centre Left and the Right, known as Centre Unity, are nationaly
organised and impose a good ded of discipline on their numbers throughout Australia”

'8 Hawke was not seen as aright winger until the mid 1970s. For most of the time he worked for the ACTU,
he was even seen as being on the Left. The pragmatic right faction emerged in the New South Wales
branch in the late 1960s, and the faction’s power has strengthened within the federal ALP since the latter
half of the 1970s. The main figures of the NSW Right were John Ducker, Neville Wran, Graham Richardson,
Paul Keating, Laurie Brereton, Leo Mcleay and Bob Carr (Cumming 1991).

¥ To explain the characteristics of each faction briefly, the priority of the Right isto in win and retain
government; the Left believesin the ALP’smission for social reform; and the Centre Left prefersamore
pragmatic approach while wanting to avoid deviation from social reform. The Centre Left faction was born
when it split from the Right as aresult of the severe contest between Hawke and Hayden for party
leadership just before the 1983 federal election. For avivid description of the Hawke-Hayden confrontation,
see Kelly (1984), especially Part 3.

% For example, in August 1987, the make-up of the AL P parliamentary executive was: the Right, 11; the
Left, 11; and the Centre Left, 6 (The Australian, 15 August 1987). Also in the biannual ALP Conference,
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After the pragmatic Right faction took control of the federal ALP in the 1980s, the party
began to change. The party platform, which is rewritten at every biannua ALP conference and
is dill regarded as the prime document of the ALP, was findly rewritten at the end of the
1980s to remove any words that might be regarded as socidigt.

The ALP conference sets the policy agenda, but the parliamentary party is able to
decide priorities. It is not unusud for some of the policy agenda not to be implemented by the
ALP government. Although the palicies of the parliamentary party are formdly decided by
Caucus (amesting of ALP members of parliament and senators), by the late 1980s there was
little need to consult with Caucus before deciding or implementing policies because of the
dliance between the Right and Centre Left factions. As Millar (1975:158) pointed out, “the
Caucus has its main influence where legidation is involved, and there is dmog no legidation in
foreign affairs’. Thus in the case of foreign policy decison making, the cabinet usualy has a
free hand without worrying about Caucus.

Structural Changein the Bureaucratic Decision Making Process

In the post-war era, risng economic interdependence internationdly and in the Ada Pacific
region since the 1970s has brought the importance of economic issues in internationd relations
to the forefront. As areault, officid participation in foreign policy decison making has widened.
Departments which traditiondly were soldly responsible for relaions with foreign countries,

such asthe State Department in the United States and the Department of Foreign Affarsin the
case of Audrdia, now have close contact and share responsibility for foreign policy decison

making with departments previoudy recognised as being predominantly domestic in focus

(Treasury, Commerce, Primary Industry etc.). It is clearly unworkable for departments to

pursue policy in an uncoordinated manner, as the interests of each department do not
necessarily harmonise with the overdl interest of the country (Destler 1980:8). As it is not

practica to establish a Sngle department to ded with al aspects of foreign rdations, what is

the Centre Left held the casting votes. The make-up of the conferencein 1984, 1986, 1988 were: the Right,
30, 41 and 45; the Left, 41, 39 and 35; and the Centre Left, 28, 19 and 18 respectively (Jeansch 1989).
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required is the broad coordination of departments in the development of officid foreign
economic palicy.

The classc studies of the role of organisations (bureaucracies or departments) in the
foreign policy decison making process were done by Neustadt (1970), Allison (1971) and
Halperin (1972) among others. In their studies, the bureaucracy is described as being the
organisation that provides options for foreign policy by andysng information it wllects. The
maor characterigics of the bureaucracy are (1) it is a congelation of loosdy alied
organisations at the top of which government leaders (ministers) Sit; (2) it has a tendency to
become parochid because it can collect exclusive information and it can distribute rewards to
interest groups and government dlies by achieving their interests (in the case of minigers, the
reward could be re-eection, while the case of bureaucrats, it could be promotion or an
increased budget alocation for the organisation in next financid year); and (3) the information
collected by bureaucracies can be manipulated, rather than analysed, to make up the policy
options that are most desirable for the organisation.?* In addition, to dedl with the large
amount of daily work, each organisation develops routines (standard operation procedures)
especidly for doing “standardised” tasks such as budget preparation and report production.
As routine work employs set programs for dedling with standard Situations, the organisations
priorities, perceptions and issues tend to be stable. Bureaucracies do not have the ability or
moativetion to change themselves. Ministers who St a the top of organisations, however, are
able to change policies by creating new routines, which nevitably leads to structural change

within organisgtions

During periods of foreign economic policy change, were there any sructurd changes in the
decison making process in Audtraia that promoted changes in the output of bureaucracies?

Viviani suggests that there were, especialy in relation to Asian countries:

2t “Members cannot afford to admit that their actions are motivated by bureaucratic routine and parochial

thinking, that is, by their own narrow interests, partly because they are not conscious of it, but also out of

23



“The great change in Audtralia’s political relations in the Asian region has meant a
continuing redefinition of Austraia's interests and this has been worked through the
internal policy making process of competition for priorities in foreign policy statements
and has had its eventua effect in restructuring the department and redirecting staff
resources to those priority areas’ (Viviani 1988:52).

The Department of Trade and Industry was said to be one of the strongest minidries in the
1950s and 1960s in terms of its decison making power over foreign economic policy issues.
Until the early 1970s, the Department controlled policy on exports, internationa trade
negotiations, Audtrdian investment abroad and import policy through the Tariff Board. Led by
the long-serving Trade Minigter of the time, John McEwen (dso deputy Prime Minister and
the leader of the Country Party which became the Nationd Party later on), and strongly
backed by primary and manufacturing indudtries, the Department worked “to open markets
for Audtraian primary products and minerals abroad (especidly in Japan) and to close (as far
as possble) Audralian markets to foreign competitors a home so as to protect a nascent
Audrdian manufacturing industry” (Viviani 1988:51). For example, process of negatiating the
Audrdia-Japan Trade Agreement of 1957 is said to have been conducted mainly by McEwen
and the Trade Minigtry. Fifteen years later, Stockwin (1972) wrote: “Audtrdia s rdaions with
Japan are completdy in the hands of one man”.

During the 23 years of Libera/Country Party codition government, the legidative and
executive power of most Audrdian government departments increased to the extent so that
the coordination of policies among departments became much more difficult. Since the 1970s,
government has tried to change the Structure of the decison making process of foreign
economic policy. For example, the Interdepartmental Committee on Japan (IDCJ) was set up
to coordinate policies towards Japan mainly by the Department of Foreign Affairs and the
Depatment of Trade. The IDJC did not, however, peform as expected in reviewing,
coordinating and initiating policies, firgly because the participants in IDCJ from across the
departments saw their role as speaking for, protecting and promoting their own departments

fear that such an admission might leave the group or organisation faced with aloss of authority or even
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viewpoints, interests territory, reputation, procedures and policies, and secondly because
reports, which were expected to be unanimous, tended to list the differences between
departments rather than propose opinions or suggest guiddines (Matthews and Reid 1981).
The Department of Foreign Affairs dso undertook some interna structurd reform in the early
1970s so that it could deal better with other departments bureaucracies. It set up seven
functiond divisons (incdluding the Divison of Economic Redions) to devdop the specidist
knowledge of its own bureaucrat in other areas. Among them was the Divison of Economic
Rdations. Ironicaly, as Millar (1983) pointed out, the effect of the re-arrangement was to
reduce the Department’s capacity to ded with traditiona political policy and carry out its
bilaterd diplomatic functions.

The Hawke-led ALP government, aso tried to dter the structure of the decision
making process of foreign economic policy. Its mgor move was to amdgamate the
Department of Foreign Affairs with the Department of Trade in 1987. Allison (1971:68) says
that “[d]ramatic organisational change occurs in response to mgjor disaster”; In this case, the
major disaster seems to have been the “banana republic” Stuation of the domestic economy in
1986. The government wanted better departmenta coordination in pursuit of Australia s trade,
economic and political interests a a time when the most immediate problem Audtrdia faced
was a trade deficit (Woolcott 1989). According to Harris (1989), considerable benefit has
been gained from the linkages that the amagamation provided with Audraiad s business and
commercia sector.”?

In addition to the gtructurd reform of the bureaucracy, the ALP government
concentrated the foreign policy planning and decison making to a smdl group of ministers and
their policy advisers. This is paticularly true after Keating became Prime Miniger in
December 1991. According to the interview that the author conducted in August 1996 with
politica scientists in Austrdia and officers from severd Departments, foreign economic policy,

possible dissolution” (Vertzberger 1984:71).

% Most of the academics and the officers from the Department of the Prime Minister and Cabinet, the
Department of Foreign Affairs and Trade and the Treasury whom the author interviewed in August 1995
admitted that this amalgamation hasincreased the efficiency of the foreign policy decision making, though

they did not necessarily agree that other Departmental restructuring was a success.
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especidly the APEC palicy, is mostly in hands of Prime Minigter, Ministers for Foreign Affairs,
Trade and some others. They decide basic guideline of the policy orientation and let the
respective Departments to formulate detailed policies. The Department of the Prime Minister
and Cabinet has a strong power to coordinate the policies that are bought up from the
respective Departments. Figure 3 shows a brief image of current decison making process of
Audrdia s APEC policy.

Lagt, but not least important, the role of policy advisers (officia and persond) in the
decison making process needs be mentioned. The Whitlam government introduced the officia
minigerial gaff system in 1973 to compensate for the lack of minigteria control over
departments and policy (Anthony 1975:124). As this system is il in place, it is important to
determine how much influence advisers have in the decision making process.

Millar (1975:161) sad that he did not know of any Australian academic who had
hed a demondrable effect on any item of foreign policy or defence palicy. In the foreign
economic policy area, however, this has not been the case. As mentioned earlier, economigts
like Arndt, Gruen, Crawford and Drysdade have been instrumenta in advising policy directions.
During the 1980s, Ross Garnaut (Professor of the Department of Economics, ANU) was
gppointed as Prime Minister Hawke' s adviser and had a strong influence on foreign economic
policy toward the Ada Pecific region. His report to the Prime Miniger and the Minigter for
Foreign Affairs and Trade (Garnaut 1989) seems to have set the direction of foreign economic
policy towards the region. Again, Stuart Harris (Professor of the Department of International
Relations, ANU) served as secretary of the Department of Foreign Affairs (Since 1987, the
Depatment of Foreign Affairs and Trade) from 2984 to 1987 and Andrew Elek (former
Professor of the Department of Economics, ANU) was the First Assstant Secretary of the
Economic, Trade and Development Divison of the Department of Foreign Affairs and Trade
at the time when the Audtrdian government was trying hard to establish the APEC framework
in 1989.

Tentative Conclusion
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Since the APEC trade and investment liberalisation entered a new stage of setting a concrete
framework after the Osaka Meeting, the need to adjust members foreign economic policies
has become more crucia than ever to proceed with the process smoothly. To avoid the split to
severd groups of economies within APEC, middle power members' initiatives are welcome
and should be promoted. Examining and understanding the factors that influence middle
powers foreign economic policies then becomes necessary procedure.

In case of Audrdia, which isatypica middle power in the region and has been very active in
the APEC process from the beginning, the change in international economic environment is the
prime factor of its foreign economic policy. The repesated deterioration of its terms of trade
and resulting recessons since the 1970s findly made it abandon its traditiona protectionism
and look for efficient, internationally competitive industries during the 1980s.

The ALP government has been indrumental to implement this policy change by
reforming domestic decison making process. All the traditiond interest groups that had been
beneficiaries of protectionism changed their basic dance to accommodate competition in the
market, however, the degrees of their influence over the government and the ways to influence
it remains to be explored in detall.

The policy continuity has been maintained through the domination of the decison
making process by pragmatic Right faction within the ALP. The ALP government aso
restructured the bureaucracy to coordinate the various interests of Departments. The actual
policy planning and decison making were concentrated to a smdl group conssting of Prime
Minigter, Minigter for Foreign Affars Trade and some other cabinet minigers, plus ther
respective policy advisars (forma and/or informd). They st guiddines for foreign economic
policy including APEC palicy. In addition, especidly after Keeting became Prime Minigter in
the late 1991, the Department of the Prime Minister and Cabinet has acquired a strong power
to coordinate the palicies that are brought up from Departments.
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Figure 1. Augralia’'s Merchandise Trade
($A million)
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Figure 2. Australia’'s Manufactures Exports
to APEC Economies ($A Million)
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Figure 3. Bureaucratic Structure of Audralia’'s Foreign Economic Policy
Making Process
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Postscript

Prime Minister Keeting cdled a generd dection in late January 1996 seeking the ALP s Sixth
consecutive term in office. However, the ALP logt the eection held on 2 March 1996, and the
Liberd/Nationd codlition gained power for the firg time since 1983. The winning/losing margin
of the Parliament seats were greater than expected. The new Prime Minister is the leader of
the Liberd Party, John Howard, and the likely lineup of the important minigterid posts are:
Deputy Prime Miniger and Minigter for Trade- Tim Fischer (leader of the Nationd Party);
Miniger for Foreign Affars - Alexander Downer (former leader of the Libera Party);
Treasurer - Peter Cogtello (former deputy leader of the Liberad Party), and; Minister for
Industrid Relations - Peter Reith (Liberd Party).

The new Prime Minister Howard announced during the campaign period that there
would not be a change in foreign policy direction if the codlition won the eection. Considering
the current internationa environment and the domestic economic reform that has been made in
last ten years, it can be seen unlikely that the new government will change Audrdid s foreign
economic policy dradticdly. It's strong engagement with the Asia Pacific region will continue.
However, the players of the decison making process will change and it is unclear whether the
new government would change the bureaucratic procedure of the process. How those new
factors influence foreign economic policy should be watched carefully.

(8 March 1996)

(The end of the paper)
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