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ABSTRACT

Australie went from a highly protected trade regime in the (late
1950n-early 19703} tc a somewhat lowezr one in the {early 1990a). At
the time of the Victorian Wills by-elaction in April, 19%2, tha
Mistralian news media claimed that tha tariff debate was alraady won
by 'fres-traders' and, that the two major political parties wers
copmitted to tariff reducing policiesr, They would ‘ultimataly lavy'
an effective rate from zero to 5%, Who ware tha aconomiats taking
part in che debate and what ware thaeir contributions? This papar
employa citation analysis as a tool to explore and follow the
devalopment of the carlff dabate during the post-war pericd. It
distinguishes the main participantas in the debate and their
contributions.
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The Citation Analysis of Aystralian Tariff Literature

1. Introduction:
There are two recent literature surveys significant to the Australian tariff debate. In the

Journal of Economic Literature, Stern! surveys literature on nominal tariffs and effective
protection theories during the 1950s and 1960s. Alternatively, Forsyth? assessed
Australian literature on “Trade and Industry Policy" for the two decades 1965-1985.
Meither Stern in his trade theory survey or Forsyth in his review of the infant industry
protection debate, utilised citation analysis. With the use of citation analysis, this paper
proposes to identify the main participants in the Australian tariff controversy and their
contributions. ‘The paper will also attemnpt to explore some of the relationships that
existed among the older and newer tariff literature.

The debate added nearly 300 publications to economic literature on trade. Besideits
influence on modemn theory in the post-war peried, it also affected a great number of
publications in other spheres of economic literature. Notwithstanding, that in 1939,
trade theory was considered wrapped up.

The debate was clearly terminated by this magisterial 1939 analysis. ...
I had thought that this whole toplc was satisfactorily understood by
informed scholars and could be hongurably deposited on the shelf of
closed history ?

Tt was not terminated in post-waf Australia. The country with its isolated geographical
position and economy, atracted economists who were interested in the tariff sphere of
trade theory, Australla possessed those economic characteristics suitable for studying
what effects ‘import substitution behind a tariff wall' had on the development of 2
manufacturing base. Other factors adding interest were the desires of Australian
politicians to increase the population through immigration and, at the same time,
enploy migrants in the newly developing manufacturing industry. The protection of
this employment infrastructure became the major economic dilemma and political
affliction of the tariff debate.

1. R.M. Stern, "Tariffs and Other Measures of Trade Control: A Survey of Recent
Development”, Journal of Economic Literature, Vol 11, No. 3, September 1973.
. I, Forsyth, “Trade and Industry Policy”, Australian Economic Review,
3rd Quarter, No. 71, Spring 1985,
3. P.A. Samuelson, "Sitnming Up On the Australlan Case for Protection”,
Quarterly Journal of Econonics, Vol. 96, No.1, 1981, pages 147 and 151

1

There were two central argumentalive issues at stake. Whal would be the economic
effects of adding or removing tariffs and what were the immediate effects on that
employment Infrastructure, It is not the purpase of this paper to evaluate the many
argumentative contradictions and cross-purposes of the two issues. However, it can be
understood by (ariff debate readess Lhat the two issues were going to be handled
disparately by economists and politicians. The former were modeliing, writing and
researching their publications, while the latters impending survival depended on their
policy starnce. A

Stern and Forsyth approached and manipulated the issues to contrast these diverse
contradictions among the protagonists. To the survival concerns of the politicians,
Forsyth states that -

The notion of a ‘made lo measure” taniff reflects the thinking of this period.
If an industry was considered desirable, a tariff would be found for it.4

The tariff stayed and was considered indispensable unless a good reason was found for
changing the rale, for example, the restructuring of a particular industry. Then the tariff
would be lowered during times of full employment. Forsyth further argued that -

The development of unemployment post 1974 has provided a patent

argument for those in favour of continued or Increased pmtecl:ion.5

Nor were there any probability of tariff reciprocity from trading partners, Stern
maintained, against countries exporting industrial products due to the 1972 Kennedy
Round of tariff reductions. Australia could continue with its very uneven (tariff
generated) playing field as long as they played within the 1972 rules. However,

the principles of non-disaimination and reciprocity embodied in GATT

have been compromised on numerous occasions in the postwar period.6

There were other ways for industrial countries to discriminate against the tariff
{determined) countries supplying them with industrial products. One way was to
encourage the lowering of tariffs, 10 tie tariff reduction to direct investment.?

4, & 5. ibid, page 73 and 6. ibid, page 880.
7. J.B. Towe, “Aspecls of the Japanese Equity Investment in Australia”, Universily of
Sydney Working Papers in Economics, No. 176, June 1992, page 11..



The loss of some direct investment from Japan was not the only dialogue of the
economists. Another influential economic case, supporting the lowering of tariifs, could
be made from the reduction in Australian post-war living standards.

But in material standard of living terms Australia is no longer leading the
world. From being the wealthiesi country at the turn of the last cenrury,

and third highest at the end of the World War I1, it is now fifteenth or s0.

The economic policies which sought o distribute agricultural and mineral rents
among the bulk of the population from the 1850s succeeded in their objectives
at the cost of economic efficiency. Despite the reforms of the last five years,
signs of economic weakness still abound. 1 is not possible to overcome the
legacy of ane hundred years of protection and regulation in five years. ...
Many manufacturing and service sectors are still highly protected by tariffs,
non-tariff barriers, Commonwealth and State regulations, and through the
industrial relations system.®

The fall in living standards and the lack of overseas investment for restructuring
purposes had, through popular voting power, encouraged Australian political parties
interested in their welfare, to adopt the economists ' lower tariff policies. Nevertheless,
the debate is not over yet. Those interest groups or lobbyists, that peddle influence, are
still hard at work scurrying after the pickings of uncompetitive markets.

special interest groups make political contributions in order to influence
an inumbent government's choice of trade policy. . . . The politicians
maximize their own welfare, which depends on the total amount of contributions

collected and on the aggregate welfare of voters.?

To make a citation analysis survey of the debate, data from the Social Sciences Citation
Index will be used in Section 3. The method adopted for handling the survey data is
discussed in the theoretical framework of Section 2. Section 4 will draw the survey's

conclusions,

8. 1{. Hughes, "Too Little, Too Late:Australia’s Future in the Pacific Economy”,
Australian Economic Papers, Vol. 27, No. 51, December 1988, page 187,

9. G.M. Grossman & E. Helpman, “Protection for Sale”, NBER Working Paper Series,
No. 4149, August 1992 and pages 16-18 of The Ecoromisi, March 27th, 1993, page 1.

There are three functional characteristics unique to the indexing of citations for social
science publications'0. Firstly, it is possible to categorize published material by subject
to a more concise and specific topic. Inside the theme, the mapping by citation index
over a time span, displays knowledgeable relationships that occurs between the older
and newer literature. And thirdly, every publication is an account of a distinctive
development in the historical debate on tariffs.

2.1 Subject Indexing of the Tariff Debale

Any author (see Appendix 1) who made a contribution to the Australian tariff debate,
whether in Australia or overseas was considered for citation analysis in the post-war
(1946-1992) period. The subject for the author citation analysis was the tariff debate in
Australia or any relating subject regarding the protection of Australian industry from
overseas imports of manufactured products. Other indirectly related articles employing
trade prbtection, regulations, restrictions and /or tariffs {as secondary importance even
by overseas authors interested in Australia) were also considered for inclusion. This was
the case, specificaily, when they dited, or were cited by, Australian tariff publications.
Overseas tariff debates that excluded Australia as a major or minor topic, were
abandoned even though same of the authors had a major influence on the publications
of Australian authors.

2.2 Relating Authors 1o the Subjects

The basic criteria for author and subject selection of publications for this paper was
whether or not it made an economic contribution to the Australian tariff debate. Other
publications, with only political ramifications concerning tariffs, were also abandoned.
Publications accepted included published {journal) articles, books or chapters in beoks
by Australian authors or persons who have been resident in Australia and writing on the
Australian lariff debate, with the few exceptions mentioned in (2.1). In contrast,
universlty working papers and (academic) economic conference working papers were
not selected for citation analysis. Many of the published journal articles accepted,
developed from similar beginnings. Another form of publication that was excluded
from the analysis, were the published replies, rejoinders, notes or comments containing

less than two pages. The exception were those longer notes o1 comments (standing by

10. E. Garfield, Citation Indexing - Its Theory and Application in Science, Technology.
and Hunanities, ] Wiley & Sons, New York, 1979, page 41.



themselves due to their economic contribution). Government working papers,
frequently sold as monographs in book stores, were included when citations were found

far them.

2.3 History of the Tariff Debale

Another important characteristic of citation analysis is its distinctive catalogued
utilisation of footnote and bibliographical references. Tt made possible the formation of a
historiograph to highlight the changes occurring in the Australian tariff debate and the
scheduling of subjects, or 'title word indexing’, Other changes in the development of
trade protection or tariff thinldng, can be seen in the linkage of the subject to the related
topics concerned with trade. Once the selection was made and the end catalogue result
obtained, a comprehensive bibliography search was undertaken by topic and by author
in the Social Sciences Citation Index®! (SSCT). Additionally, the bibliographies of major
tariff publications were used as a cross-reference check on author and subject matter.
The S5C1 index made possible a timeframe from 1957 to 1985 inclusive for the
historiograph and from 1956 to 1991 for the literature addendum.

During the search, an attempt was made to add the citations where mistakes had
occurred. For example, some citations referred to W. M. Corden as either M. W. Corden,
M.Corden, W. Corden or Corden. As the publications were precisely named, there was
no difficulty in identifying and including them. A precise number of citations can be
catalogued on the tariff debate. Nevertheless, it was found that some citations had been
invariably left out. For this reason, Table 1 glves a plus or minus margin as an error
range.

To create the Historiograph (page 9) of 38 publicalions, authors with 20 or more citations
were first arranged into a smaller proup of authors, (see Table 1) and publications. With
this selected group, the historiograph evolved its distinctive index of major Australlan
tariff debate contributions in chronological order.

11. ]?ata for this paper was extracted from the Social Sciences Citation Index®
with the express permisston of the Institute for Scientific Information®
€copyright 1992,

3. Survey of Tariff Debate Publications:

In the Histariograph {page 9), there are seven major trade and tariff publications, out of
a possible thirty-eight, that had four or mare referrals from the twenty authors (Table 1,
with = 20 citations). Six were authored by W, M. Corden and one, on international
trade, by M. C. Kemp. The seven introduced changes in both the direction and the
composition of the tariff debate during the post-war period. Before 1966, their
publications were based upon earlier trade theories. It was in the latter term, after 1966,
that newer theories developed. The composition (including all of the above 38
publicatians), can be parcelled into two epoches with the 1966 division.

The first epoch accommodates the first two publications of Corden and the one by
Kemp. They traverse a whole range of economic relationships that tariffs, protection
rates and pure trade theory had with those of production, censumption, gains from
trade, exchange rates and the terms of trade. In the pivotal year, 1966, Corden's review
{published in March) of the Vernon Report was separated by two months from his June
article in the Journal of Political Econorry. This article, "The Structure of a Tariff System
and the Effective Rate", was the first ‘most cited” of the tariff debate publications. Tt
acquired more than 140 citations.

These two journal articles, break with previous academic theary, in that, the theory
accepted (the continuation of) tariffs as essential for additional industrial development.
In his "Protection: Review of the Vernon Repont” article, Corden critically scrutinises the
commitiee’s arguments for a continued tariff protection structure. He finds the
committee’s arguments were "superficial” and that, they failed to substantiate the
present tariff system. Tn the other 1966 article, Corden further diminished the Vernon
report by proposing that there were "Four Concepts of Protection” in the economy.
Furthermore, the Australian tariff structure included redundant elements that are best
sacrificed.’?

Corden's second article in 1966, laid the foundation for his new theory on protection
published in 1971. This publication, with more than 160 citations, and his Trade Palicy
and Economic Welfare (with nearly 300 citations), were to dominate the tariff debate
during the 1970s and 1980s decades of the second era. Together, the two books would
shift the destination of the debale from more protectionism to less protectionism.

12 op. cit,, pages 225 and 236,



Historiograph: Australian Tariff Debate Publications in Chronolegical Order
{Authors and their publications with 2 20 citations)

Table 1; Authors of One or More Publications

{(and with 2 20 Citations)
author date publication (see Appendix 1, page 17}
. Corden, W. M. 1957 ER 4 4 A 4 JP
AUTHORS E J
RANGE Including (5} Error
& 2 Corden, W.M. 1957 E 3
935-945
1. Corden, W. M. 3, Kemp, M. C. 1960 IPE
2. Kemp, M.C. 630-640 4 Corden, W.M. 1960 RES [ 3
s B T 150-160 ‘ 5 Corden, W.M. 1963 EAl 4 4 A} 44 4 4
Lioyd, P.]. 6. Kemp, M. C. 194 PTIT I bh & b
i 100-110
4. Pincus, J. J. 7. Corden, W. M. 195 SPIE
5. Wo 4 A.D. B5-95 E Brash, D.T. 1966 AlAI 4 4
6. Dixon, P.B. £0-90 9. Corden, W. M. 1966 ER | 9 ¥ A Jr A
incent
Parmenter, Sulion & Vincen 10, Corden, W. M. 1966 JPE v 414 A y
70-80
7. Brash, D. T. 11. Kemp, M. C. 1965 AER ‘
70-80 12 Corden, W.M. 1987 E h &
8. Gregory,R.G. 13. Corden, W. M. 1960 OFP 4 A
9. Lioyd, P.]. 60-70 14. Kemp, M. C, 1969 CGET %
16, Tndsiries Aesistance 50-60 15. Corden, W. M. 1971 TP A A A J A
Conumisyion 16, Boehm, E. A 1571 TCED, b b
50-60
11 Evans, H.D. 17. Evans, H. D. 1972 GEAP y 44
45.55
12 Snape, R H. 18. Corden, W. M. 1972 JPE
40-50
13. Falvey, R.E. 15, Corden, W. M. 1974 TFEW A 44
25-35
14. Conybeare, JA.C. 20, Lloyd, . J. 1974 JIE . b
22
15. Boehm, E. A. 21. Grubel & Lloyd 1975 1ITTM__ 4
22. Pincus, J. J. 1975 IPE 3
16. KWP—NM\./C. & 220 23. Kemp,M.C.  19% TTTIT
Long, N.V. 24, Gregory, R.G, 197 AJAE
25. Pincus, ]. L. 1977 TGPA A 3
17. Glezer, L. il % Woodland, A.D. 1977 IER
) > 27. Smape, R, H. 1977 AJAE
bl L ) 2. Dixon & Powell 3979 SAAM 4 4
OFERTECTsr S 29. Falvey, R. E. 1979 JPE L
30. Anderson, K. 1980 ER
19. Anderson, K. mel 31. Kemp & Long 1980 EROT
32 Falvey,R.E. 1981 JiE
20. Warhurst, J. Bl 33. Dixon & Others 1982 ORAN
3. Glezer, . 1982 TPAP T
35. Warhursl, J. 1982 JDIAC
3. Woodland, A.D. 1982 ITRA

37. Corden, W, M. i984 HIE

38. Conybeare, JAC 1585 TwTP
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31 The Tariff Structure and More Protectionism:

From 1952 to 1963, Carmody followed by Corden, Kemp and the Industry Commissiont3
measured, defined and analysed the rate of tariff protection in Australia. They would
evaluate, by mathematical models, the reverberation of tariffs on the different spheres in
the Australian economy. The authors were influenced by J. B. Brigden's 1929 Australian
tariff report!4 that became the “progenitor” for the tariff models.

Manager [1976] ciles writers for this view that include Metzler [1949], Reitsa
[1958, 19601, Corden {1957], Cain [1973], and the Australian version of
Samuelson's Economics adapted by Hancock and Wallace.13

The concept of continuing pratectionism long after the original formation of an ‘infant
industry’, was seriously challenged in a three page article by M. C. Kemp in 1960,
[Appendix I, number 156]. Kemp writes that both . 5. Mill and C. F. Bastable were
convinced of the need for protection unkil the new industry could stand on its feet.
Although, some firms {within the industry) would be at different stages of starting up, it
was never intended for the tariff to last forever. Kemp expands this aspect of the debate
further in his 1964 book The Pure Theory of International Trade. The book attained mare
than 390 citations. Nonetheless, the 1960 (three page) article was noteworthy in
receiving nearly 30 cltations. Beside Corden's assistance with chapters 7, 12 and 16 of
the book, Kemp cited Corden’s above quoted 1957 Economic Record anticle on calculating
the tariff costs in production, consumption and the terms of trade, in both publications.

One sphere of the economy influenced by tariffs, of equal interest to both politicdans and
economists, was the balance of payment relationship created by the demand for
imported goods. A clear approach to the several plausible policy adjustments was made
possible with Corden’s diagramed zones for policy options. While the economic content
in his Revizw of Economic Studies (36] article was not new, Corden's geometric approach
enabled the topic 1o be easier understood by the political decision makers. The same
could be said of his 1956 [32)] article engrossed with the "effect of Lthe economic
expansion on the terms of trade™8. Political and industry leaders became absorbed with
palicies that helped in switching consumers away from imports and substituted home-
industry products as a remedy for resolving the balance of payments problem.

13. Previously the Industries Assistance Commission and before that, the Tariff Board.
14. ). B. Brigden and Others, The Australian Tariff; An Economic Inquiry, Melbourne, 1929,
15. . A. Samuelson, Quarierly Journal of Economics, 1981, footnote 3, page 150

16. op. cit., page 226. 5
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3.2 Theory Consolidation and Reassessment:

Between the years 1963 and 1965, there were two publications by Corden [38, 39] and
one by Kemp [157) that consotidated previous theory on trade and tariffs by binding
trade development with recent theory. This coincided with the declining (political)
concern on balance of payments problems and the increasing emphasis in investment,
This change in direction was pick up in 1966, with Kemp's publication [158] that
updated trade theory with investinenl and Brash, likewise, contributed with his survey
on American investment in Australian industry [15).

Corden's surveys on recent trade theory and the Australian tariff structure, whilst
tmportant in the study of economics in Australia, each achieved = 20 cilations. One was
written as a chapter in The Economics of Australian Industry, a student compendium, and
the other for an article in the Special Papers int Infernational Ecenomics. His synopsis for
the former identified the characteristics and evelution of the Australian tariff system,
while the Jatter retraced theory from Metzler's survey in 1949 to Johnson's 1962 Money,
Trade and Economic Growth, But it was in the tariff chapter that Corden surmised the
economic dilemma about tariffs. He resolved that the Australian "Faith in the tariff is
deeply ingrained.™? Corden's economic discussion of the controversies surrounding the
intfant-industry argument for tariff prolection in the latter article is succinct within trade
theory context. It is concise in describing the arguments’ worth and shortcomings, and
finally, the article is to the point in his perception of what comes next in the tariff debate.

Undoubtedly the next decade will see important theoretical advanices in
this field, as the theorists pick up the imprecise and paradoxical
doctrines and the piecemeal arguments of the critics - arguments which
are often based on close observation or sound instincts about the real

world - and systematisc and relate them to the body of received doctrine. 18

This was 1965, one year before the Vernon Report. Corden could forecast the future
accurately in this instance, he was going to he the main coilaborator. Corden and Kemp,
concerned with their reassersment of trade theory, were writing adverse to the
continuation of tariffs after an 'infant industry” had been established.

17. op. <L, page 174, Australia's average rate of {effective) assistance to manufacturing
industries was 36% in 1970, falling to 16% in 1990. The 1970 figure was nearly 3 times
higher for finished goods than the world average, including countries in the EEC.
See Industries Assistance Commission, Assistance to Manufacturing Industries, 1976,
and the Reserve Bank of Australia, Australien Econamic Staiisiics, 7991,

18. W.M. Corden, "Recent Develapments in the Theory of International Trade”, Special
Papers in Infernational Econamics, No.7, 1965, page 65.
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3.3 1966 and All of That
By the middle of the 1960s decade, there was developing a significant difference of

opinion about whether the tariff structure should continue as it was then, or whether it
should be rationalized. Those, who supported the latter, were asserting that the growth
of industry from the 'infant industry' stage of development into an adolescence stage,
needed less protection. While those of the former opinion, “still favoured protection as a
means to achieving a broad industrial base™?. The Vernon Report was written by those
wha thought that tariffs would strengthen employment and external balance, although
the writers did think that the cost of protection could be reduced.

The Vernon Report . . . was a protectionist document. 1f was concerned
with the cost of protection, and made suggestions about altering protection
1o reduce this cost 20

The Vernon Report was more successful in reflecting government policy than altering it.
“Protection imposes costs through resource distortion,” and that "these are really costs of
attracting (or at least not discouraging) overseas capital inflow"1. But regarding that
most important issue - to tariff, or not to tariff,

The Committee fail to develop adequately a case for continued protection,
other than the difficulty of altering the exchange rate. Yes, the tariff
exists. But must it always exist? The Committee do not face this question 22

Corden was convinced that the Comimittee could not encourage free trade without
suppressing its influence in the tariff debate. From this position, the Committee could
not accept that the Australian economy had advanced ta a more mature stage of
development. Most importantly, it did not recommend the scaling-down of protection
levels. Norcould the Committee with Corden’s insight, assumed what Helen Hughes
wauld (twenty years later) conclude in the introduction of this paper, (page 4),

They (the Committee) could have said that if, twenty years from now, Australia is still
substantially a protectionist country, its real income will probably be lower than if

- circumstances, permilting - it had moved by then to substantially a free trade position.23

19. P.]J. Forsyth, "“Trade and Industry Policy”, Australian Economic Review,
No. 71, Spring 1985, page 73.

2. ibid.

21. WM. Corden, "The Structure of a Tariff System and the Effective Protective Rate®,
Journal of Political Econpmy, Yol. 74, No. 3, June 1966, page 133,

22, and 23. ibid.
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3.4 1966 and The Effective Protective Rate Model:

In his June article [42], Corden made use of previous work by Barber and Meade (1955),
Humphrey (1962), Balassa {1965) and his own (1963) to measure, in a model format, the
lariff effects on an economic system trading in many goods. With this tool, it became
Ppossible to measure the "resource-allocation effects of a tariff structure" 2 As an
important contribution to the lariff debate, the articie would be cited by Evans (1972),
Woodland (1977), Corden himself (1966, 1969, 1971}, and Dixon plus the other authors of
the ORANI model in the IMPACT puoject. Al were authors of publications with = 20
citations (see page 9). .

From the analysis in the article, Corden developed his Four Concepts of Profection for an
industry. The concept (of measurement) "should shed light on the direction of resource-
allocation effects of a protective structure™.25 Resources ar investment in the capital
structure could be, more than likely, drawn into those industries protected by tariffs and
not into those industries that were efficient suppliers. Important as this perception was
Lo trade theory and to the econormnic infrastructure of Australia, the concept has been
regularly avoided by both economic and media writers.2

One of the key ideas in cconomics is that of linkages. Every part of the
economy is linked with every ather part, Thus, in thinking about the
implications of any economic change, it is important to look bryond the
initial effect. Despite this, linkages are often neglected in the formation
of economic policy. In Australian policy discussions, for instance, tarff
increases are associated with the saving of jobs in manufacturing, The
problem is that these discussions often stop at this initial cffect, They

leave a misleading Impression as to the probable final outcome.Z

The success of the ORANI mode! in linking the economic infrastructure capital costs of
tarilfs with inefficient producers was a foregnne conclusion. Equilibrium economic
models does emphasize linkages, it mixes alf the economy’s contents in one soup bowl.
Protected by lariffs, inefficient producers obtained domestic and overseas capital to
produce products that could only be sold in a protected economy, capital sorely needed
by the efficient producers.

24. W.M. Corden, Econamic Record, Vol. 42, No. 98, June 1966, page 222.

25. ibid, page 227.

26. The ORANI project was a notable exception.

27. P.B. Dixcn and others, ORANE: A Mulhi-Sectaral Model of the Australian
Economy, 1982, pages 324-325.
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3.5 The New Theory of Protection:

How imporiani was this perception to economists that capital (resources) was being
diverted away from efficient producers to the protected, and therelore inefficient
producers, in the Australian economy. [t became the essential bed-rock for a new theory
of protection,

W. M. Cerden published in 1971 a book in which he was able to develop a new
protection model that broke out of the previously confined 'orthodox two-sector general
equilibrium mode} 28, into a modetl of several commodities. This model, with its input.
output associations, could evaluate resource (capital) allocation. By showing the affects
tariffs had on the distribution of capital, Corden's new theory shattered the structure
supparting the older theory of effective protection. Effective rates, or derived data
obtained through calculations, was the basis of the older models. Yet in the newer
model, it was the affect of priginal data on the 'whole solution’ that was called for.

After all, what is the point of calculating these rates and obtaining
a 'scale’ of them when this will not show in any definite way how

resources or factor prices have moved???

Corden's book became the major reference source for the second epoch of tariff
literature. Recognised by six authors of the tariff publications (page 9) with 2 20
citations, it was probably the most imporianf coniribution of the tariff debate. Not only
referred to by Corden, himself, in Trade Policy and Economic Welfare (1974, nearly 300
citations), his chapter in Jones and Kenen's Handbook of International Economics also
referred to it. Grubel and Uoyad {[113] 1975, 155 citations), ]. ]. Pincus ({209] 1977, 40
citations) and L. Glezer in his book Tariff Politics, Austratian Policy Making (1982} all gave
Corden his due distinction. From the IMPACT project, Dixon, Parmenter, Sutton and
Vincent in the preface of Orani: A Multisectoral Model of the Australian Economy (1982, B4
cilatipns) gave Max Corden credit Jor “valuable general advice™,

The use of effective rate models would no longer be suitable as long as Australia "face(d)
steeply sloping foreign supply and demand curves” 3! That is not to say that these
{economic) models can continue to be useful in those countries (having a large market
system). They can manipulate terms of trade through their use.

28. W.M. Corden, The Theory of Protection, 1971, page 240.
29. op. cit., page 241.

30. op. civ., page vl -

31. W.M. Corden, The Theory of Proteciion, 1971, page 242,
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3.6 Emplgyment Infrastructure and Economic Welfare:

Corden's new theory on protection conflicted directly with what Australian politicians
considered most sacred in the economy, the protection {up front) of jobs, and especially,
jobs in manufacturing. The use of tariffs, initially, to protect jobs in manufacturing and
increase personal income was successful. However, a real problem arose, when it could
be shown with Corden'’s new theory, that after the initial employment and income
increase, jobs eroded over time from lack of capital. If resources were freely available to
select efficient businesses, it would flow into those that increased employee output.

This was not happening. For example, dusing the period in Australia between the end
of the War and 1966 when jobs and income increased, capital flowed into Australia
behind the tariff wall to help establish industries. After this early industrial stage,
capital productivity would not grow, as fast as it did, in those countries more open lo
competition. At the same time, other countries which moved towards freer trade,
became successful in spevializing and capturing specific product segments of the
inlernational market. Their businesses would have a higher factor productivity.
Detween 1960 and 1973, output per employed person and factor productivity in the
OECD countries of Furope, nearly doubled that of Australia® The {freer trade) market
helped in the selection of efficient producers through its resource allocation. Meanwhile,
industries established in Australia behind the tariff wall, produced products for the local
markel al prices (propped up by) the tariff inflated prices of overseas imports. Thus,
local industries would conlinue, over time, to shed labour while absorbing capital for
new plant, protected from the overseas competition of lower priced imports.

In 1974, Corden attempted, yet again, to settle the above bone of contention between
politicians and economists, by elucidaling that old axiom, 'free trade is best’. In so
dolng, Corden (in his preface [54]) acknowledged the works of James Meade's Trade and
Weifare (1955)® and Harry Johnson's article "Optimal Trade Intervention in the Presence
of Domeslic Distortions™ (1965)* in his new book. The book would be recognized by
four authors of the tariff debate publicalions with 2 20 citations, including, Corden's
chapter "The Normative Theory of Inlermational Trade" [57] in 1984. No other “tariff
debate’ publicalion would accumulale the number of cilations as Trade Policy and
Economic Welfare. It was an important tariff debate distinction.

3. Table 48, OECD Economic Cuffook, Vol. 51, OECD, Paris, June 1992.
33. Volume 11 of The Theory of Interational Economic Policy, Oxford Uni. Press, London.
34. In Balwin, R E. et al,, Trade, Growth and the Balance of Payments,

North-Holland, Amsterdam.
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3.7 Other Publications on the Tariff Debate:

A, D. Woodland published International Trade and Resource Allocation in 1982, Although
appearing late in the Historiograph (No. 36 on page 9), this textbook on trade for
graduate students recelved some 70 citations. An impressive result and in due course, it
may obtain a similar distinction in referrals, as Kemp's The Pure Theory of Internafional
Trade, published in 1964. It is extensive in taking up, not only the many intricate and
complex trade problems of the modern world, but also the tariff dilemma discussed in
Lhe preceding pages. For exampte, it explores freer trade and the gains of Intra-Industry
Trade [113] of Grubel and Lloyd {1975) in chapters 1, 7, 9 and 15. Price distortions [183],
structoral adjustments [81] and equilibrium theory adaptations [82] of the IMPACT
project are covered in chapters 4, 8, 11 and 12. Whilst the production sector in chapter 3
does not separately trace the growth of the mineral sector as did Gregory [109] in 1976, it
is adequate for the overall purposes of a trade text. It would also had been worthwhile if
the affects of pressure groups on tariff politics [208, 209] could have been identified, in
spite of the difficulties perfecting the latter problems as variables. Nonetheless, citation
analysis linked the above discourse with both tariff debate epoches {pages 3-4).

4.0 Conclusion:
A citation analysis of the Australian tariff debate has enabled this paper to distinguish

and link the major publications of those economists that led the dialogue. The two
outstanding contributors to the debate were W. M. Corden and M. C. Kemp, who
together, received nearly two-thirds of all possible tariff literature citations. 1t was their
pioneering efforts that led to the modelling of tariff effects. Another ane-quarter of the
citations, ceteris paribus, was attained by the next leading seven authors of the debate.
Corden and Kemp were frequently referred to by these seven and the debate’s twenty
major authors in thirty-eight of the leading tariff publicalions. Was there a common
thread linking the tariff debate publications? Corden has the last word.

It has become the conventional wisdom of recent trade theory that in the small
country case trade taxes and subsidies are never first-best policies.3

In the Australian small country case, ‘conventional wisdom® was not utilised. Protected
from the international market place and international competition for such a long
period, the commmunity displayed firm resistance relative to competition, instead seeking

non-<competitive egalitarian ‘equal oulcomes™8 from the wealth?” of the nation.

35. W.M. Corden, The Theory of Protection, Oxford, 1971, page 241.
36. C. Walsh, The Econamic Record, Vol. 61, No. 172, March 1985, page 418.
37. "rent-seeking”, see D. Hale, Economic Papers, Vol. 11, No. 2, June 1992, page 3,
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