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Dr Andrew Leigh is an unusual 
parliamentarian. He is one of the few 
qualified economists in parliament, and 

he continues to engage with both the theory 
and practice of economics while maintaining a 
busy schedule as a Shadow Minister across four  
portfolios. His latest contribution, Choosing Openness, 
is a short but packed paper written for the Lowy 
Institute on the case for openness on three fronts: 
trade, immigration and foreign investment. 

The paper presents the evidence on the benefits 
of openness concisely and convincingly, including 
how openness turbocharged South Korea’s growth 
and greatly improved household wellbeing. Dr Leigh 
cites one study estimating the benefit to Australians 
of freer trade at almost $4,000 per year and he notes 
the greatest proportional benefit went to lower  
income households. Globally, increased openness 
has also been a key reason for extreme poverty  
plunging, likely by more than Dr Leigh acknowledges. 
World Bank data indicates 42% of the world 
population lived in absolute poverty in 1981,  
a proportion that fell to below 11% in 2013.1 

In relation to migration, Dr Leigh shows this 
provides great benefits to the migrant, without 
harming local wages and employment, and is 
often associated with increased innovation—from 
Victor Chang, the Chinese-Australian pioneer of 
heart transplants, to the Russian-born American 
internet entrepreneur Sergey Brin of Google fame. 
This is just a sample of the interesting facts, figures  
(and anecdotes) in the book, making it a stimulating 
read for people with a quantitative mind. Another 
example is the fleshing out of details of the increased 
polarisation of politics, particularly in the United 
States, and the increased incidence of populism. 

The book is a useful antidote to the strident 
opponents to openness including those on the right 
of the political spectrum, such as Donald Trump 
and Pauline Hanson, and those on the left such as 
Bernie Sanders and Jeremy Corbyn. The right was 
until recently more supportive of openness but this 
has changed in recent years, particularly with the 
election of Trump as US President. Now common 
arguments can be found on what we might call the 
populist right and left that tariff cuts, foreign capital 
and migration are problematic. This makes the book 
particularly timely. 

In Dr Leigh’s view, this populism, and the related 
shrinking of the political centre, are two important 
factors explaining the declining support for openness 
found in many developed countries. He adds two 
other forces causing reduced support for openness: 
poor economic outcomes since the Global Financial 
Crisis for average workers, and technology, which is 
causing some job losses and exacerbating populism 
by changing how we get news. In particular, Dr Leigh 
argues new media is fertile ground for conspiracy 
theories and fake news. There is much to be said for 
this argument.

There is an interesting—and ironic—implication 
of this analysis: slower income growth is driving 
opposition to openness, yet declining openness will 
reduce income growth. This is likely what happened 
with the prolonged slump during the Great Depression 
when there were tit-for-tat tariff increases. But the 
good news is the converse also applies: the efforts of 
Dr Leigh and others to support increased openness 
should drive income growth, which in turn should 
bolster support for openness.

The book has a welcome civility, with Dr Leigh 
avoiding gratuitous pot shots at other politicians 
and the opponents to openness. Dr Leigh notes that 
many of the critics actually have legitimate gripes 
that should not be ignored or summarily dismissed.

In particular, Dr Leigh does not shy away from 
noting that openness to trade has created losers such as 
the US firm Pyramid Plastics that lost business when 
the US opened trade with Mexico because of NAFTA. 
He also cites examples of manufacturing workers 
whose jobs have been ‘offshored’ to places such as 
China. These examples do not disprove the benefits 
of trade—they instead highlight the importance of 
policies to assist with the transition to more open 
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investment is not—because it occurs at the expense 
of first home buyers. These two positions are hard to 
reconcile. While he states local investors have been 
growing as a share of new home loans, in fact investor 
loans as a share of total loans outstanding have only 
changed slightly since 2002.4 Dr Leigh also argues 
domestic investors are not financing new housing, 
but Australian investors are just as likely to finance 
new housing construction as non-investors.5 

Dr Leigh argues immigration does not have a 
significant impact on house prices, but this is not 
clear cut. For example, research published by the 
Reserve Bank broadly attributes 70% of house price 
growth between 1991 and 2014 to four factors: 
population growth (including through immigration), 
supply of new dwellings, access to finance, and the 
introduction of the GST in 2000.6 An OECD paper 
discussed by Dr Leigh surveys some studies showing 
a minimal impact of migrants on house prices, while 
the OECD paper includes other studies showing a 
larger impact.7 

The book ends with a substantial number of policy 
proposals; many are worthwhile, including more 
scrutiny of preferential trade deals, stopping the 
extension of copyright, and simplifying and clarifying 
foreign investment rules. But possibly the best thing 
to do is what Dr Leigh does in his book—patiently 
and clearly explain the benefits 
of openness to us all.

Michael Potter is a former 
Research Fellow in the 
Economics program 
at The Centre for 
Independent Studies.

Endnotes
1 See https://data.worldbank.org/topic/poverty 
2 On page 139 the categories are ‘sabotage, technology 

transfer and undue dependence. On page 94 the categories 
are ‘sabotage, espionage and coercion’.

3 Page 1 of Michael Kouparitsas, Dinar Prihardini and 
Alexander Beames, Analysis of the long term effects of a 
company tax cut, Treasury Working Paper 2016-02 (May 
2016).

4 ABS Housing Finance, Australia, Cat No 5609.0, Table 12. 
The figures Dr Leigh quotes are for the share of new loans 
but the share of total loans outstanding is a better measure 
as it more adequately reflects refinancing.

5 ABS Lending Finance, Cat No 5617, Table 8.

economies. Understandably, a lengthy discussion 
of these adjustment policies is beyond the scope of 
the paper.

Nevertheless, as Dr Leigh notes, the larger threat 
to specific jobs is automation, not trade. He cites 
numerous professions that have been lost over the past 
century, but with many losses caused by technology 
or automation rather than globalisation. Fortunately, 
these losses have been more than offset by job gains 
elsewhere—forming part of the overall benefits of 
openness (and technology), but again indicating 
the importance of policies to assist with adjustment.

The book provides good responses to several 
criticisms of foreign investment, in particular arguing 
that foreign investment can be the only way for a 
business to remain viable and can create many new 
opportunities for business. And Dr Leigh notes foreign 
investment doesn’t mean all the benefits flow offshore, 
with significant employment of locals by foreign-
owned firms providing a boost to wages. The book is 
refreshingly frank about China, including the security 
challenges caused by Chinese foreign investment and 
the need for Chinese democratisation—Dr Leigh 
suggests China cannot create a modern economy 
with a ‘premodern’ political system.

Dr Leigh reinforces his argument by returning 
to points but this results in some repetition and 
inconsistency. For example, the book separately 
cites two different experts with two different ways 
to categorise the potential threats caused by foreign 
investment.2

Dr Leigh examines the taxation of foreign investors 
through the viewpoint of multinational tax avoidance. 
But there are other perspectives: in particular, seeing 
the tax on foreign investment as another barrier to 
foreign investment. Australia’s tax system effectively 
means our company tax is the main tax on foreign 
capital, and taxes on foreign investors are equivalent 
to tariffs on foreign capital, as stated clearly in a 
paper by the Federal Treasury.3 Given all the evidence 
in favour of tariff reductions, including the work 
cited by Dr Leigh, this clearly argues in favour of a 
lower tariff on foreign capital through a reduction in 
company tax. If tariffs on imports of foreign goods 
and services should be reduced, then so should the 
taxes on imports of foreign capital. 

According to Dr Leigh, foreign investment 
in housing is worthwhile but domestic housing 

https://data.worldbank.org/topic/poverty
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6 Footnote 12 of Marion Kohler and Michelle van der 
Merwe, Long-run Trends in Housing Price Growth, RBA 
Bulletin September Quarter (2015). 

7 OECD, International Migration Outlook 2016, Table 3.2.

to feel that Safe Schools was, essentially, sabotaged 
by the dastardly Murdoch newspapers.

While it is true that Safe Schools has been severely 
criticised by News Corp, Law seems to have forgotten 
that he has, arrayed on his side of the argument, the 
ABC, Fairfax and The Guardian—who all promote 
the program with vigour and enthusiasm. Even so, 
Law does everyone a service by recounting here the 
history of Safe Schools, and by tracing just how it 
hit roiling political waters around 2014.

‘Homophobia is deep in the marrow of this country’, 
says Law towards the end of his essay. But he recognises 
that change is upon us with what he calls ‘one of the 
most radical changes in social attitudes towards queers 
in a single generation’. Law is a young man but even 
he looks at today’s LGBTIQ (you should know what 
those letters stand for by now) teenagers and feels sad 
that the more open acceptance they enjoy was not 
available to him when growing up.

We can be hopeful—and thankful—that the 
dreadful, and disgraceful, days of ‘poofter-bashing’ 
described by Law are finally behind us. Being openly 
gay today will be no bar to a person attaining the 
highest positions in commerce and industry, the law, 
politics, the academy or the defence force. Even those 
who don’t understand homosexuality no longer seem 
to mind as much, as more and more people become 
aware of gay and lesbian friends and family members.

Yet school students who are uncertain about their 
sexuality, or even their gender, or who feel ready 
to make more confident statements about their 
identity, can leave teachers and principals baffled 
as to how best to handle the issue. Safe Schools was 
developed as a resource to equip schools both with 
information and with suggested strategies for dealing 
with students sensitively. The objective was to build 
school environments that were ‘safe and supportive 
and inclusive’. So what went wrong?

There were two main problems that confronted 
Safe Schools. The first was the publication of All of 
Us, a component of the electronic resources available 
to schools containing materials, and links to other 
materials, that appeared to be more concerned with 
advocacy and activism than support. Journalists—yes, 
from News Corp—got hold of it and thought the rest 
of us should know. Law records one insider’s view 
that All of Us represented ‘the worst political decision 
Safe Schools ever made’.
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The Safe Schools program has become one of 
the most polarising political issues of the day. 
Conceived in a time of Canberra turmoil, 

Safe Schools Coalition Australia—the first national 
program to support LGBTIQ school students—was 
launched under the Abbott government in June 2014, 
but the initiative had been formulated the previous 
year in the dying days of the Rudd-Gillard-Rudd era.

Finance minister Penny Wong and education 
minister Bill Shorten were among those who were 
determined to ensure that any Coalition government 
led by Tony Abbott would have no choice but to 
deliver a national program across participating schools 
along the lines of a smaller program already run 
successfully in Victoria.

And although education is a state responsibility, 
Safe Schools is a federal program intended to be 
rolled out across the nation in a bid to make schools 
a ‘safe’ environment for pupils. What makes it such a 
contentious issue is that many suspect the word ‘safe’ 
functions not so much as an adjective as ideological 
tinder.

In his recent Quarterly Essay, Benjamin Law, a 
young Asian-Australian gay man, traces the history of 
Safe Schools and argues that the ‘scandal’ of the title 
was simply a confection cooked up by News Corp 
journalists—Law tells us he also wrote for News Corp 
for six years—in a bid to reclaim readers in an ailing 
market. Miranda Devine, Rebecca Urban and Piers 
Ackerman get a special broiling by Law, who seems 

https://www.rba.gov.au/publications/bulletin/2015/sep/pdf/bu-0915-3.pdf
http://www.oecd-ilibrary.org/social-issues-migration-health/international-migration-outlook-2016_migr_outlook-2016-en

