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Post-Brexit farm subsidies in England revealed

Farmers will be eligible for funding for up to 280 actions that protect environment

under new system

Farmers in England will be able to receive government funding for up to 280 different actions

that protect the environment, from conserving hedgerows to maintaining peatlands, under a

comprehensive overhaul of farming subsidies.

The long-awaited announcement on Thursday shows farmers what will be expected of them if

they apply for government incentives called environmental land management schemes (ELMs),

worth £2.4bn a year for this parliament.

Farmers welcomed the announcement for providing clarity on the new payment plans, which

have taken five years to draw up and are a post-Brexit replacement for the EU common

agricultural policy (Cap).

Unlike the Cap, which provided farmers incentives based mainly on the acreage they farmed, the

overhaul is meant to reward farmers for protecting nature and improving the environment. But



3

critics warned that big arable farmers were still likely to reap the biggest rewards under the new

plans, with meagre pickings for small farmers and those in difficult environments, such as

upland and moorland regions.

Rates of payment for most of the 280 measures were set out in a 101-page document. The

payments cover nearly every aspect of farming and are aimed at helping farmers to become

more environmentally sustainable, use less insecticide and reduce pollution and other impacts

on the natural world while producing more food.

Payments will vary widely depending on the actions farmers undertake. For instance, farmers

will be paid as much as £537 a hectare for creating fenland out of lowland peat and £1,920 a

hectare for maintaining land to produce fruit to organic standards, down to £22 a hectare for

assessing soils and £10.38 for establishing a skylark plot.

Some are broad – £22 a hectare for adding organic matter to soil, or having green cover on at

least 70% of land over winter – and some detailed, such as £120 to £150 for maintaining

sphagnummoss to capture and store carbon.

The prospectus will be pored over by farmers, who will be able to “stack” different payments and

incentives, drawing on as many as they can apply to their farm. The payments are meant to

provide “public money for public goods”, to replace the subsidies from the EU common

agricultural policy, and have taken nearly five years to draw up after interim measures met with

mixed success.

Thérèse Coffey, the secretary of state for environment, food and rural affairs, said: “Farmers are

at the heart of our economy – producing the food on our tables as well as being the custodians of

the land it comes from. These two roles go hand-in-hand and we are speeding up the rollout of

our farming schemes so that everyone can be financially supported as they protect the planet

while producing food more sustainably.”

Applications for some of the payments will open in February, with others to follow in March,

and some will be rolled out later in the year and next year.

Officials said the application and payment systems had been streamlined, so that farmers should

find it easy to apply, with forms that should take no longer than 45 minutes to fill, without

requiring professional help.
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Mark Tufnell, the president of the Country Land and Business Association, which represents

about 28,000 farmers, landowners and rural business owners, said: “This is crunch time for a

sector that has stoically tolerated years of turbulence and uncertainty. These standards and

payment rates are broadly in line with what was expected, and will encourage many arable

farmers to take the leap into the new agricultural schemes. But there is little new in this for

those on moorlands, or the hard-pressed hill farmer struggling to earn a living.”

He added: “The move towards payment for environmental delivery is a welcome one – it will

benefit the planet, the public and, in time, the farmer. It places England as a world leader in

greener agriculture. But this major change in agricultural policy comes at a time of rampant

inflation, poor labour supply and constant extreme weather events. The stakes for farmers could

not be higher, and it is incumbent on the UK government to make these schemes accessible to

all types of farms, thus giving the industry the confidence we need to make these schemes work.”

Previous improvements to the payment regime, announced earlier this month, were widely

criticised as too little, and farmers have been slow to take up the measures. The Guardian

revealed that only 224 farmers had received payments last year.

Sustainable farming experts said the schemes did not go far enough to bring about the changes

needed to rescue the UK’s natural environment, which has been degraded after decades of

intensive farming and a lack of focus on nature protection.

Last week, the regulatory watchdog, the Office for Environmental Protection, criticised the

government for falling short on almost every environmental measure. Martin Lines, the chair of

the Nature Friendly Farming Network, said Thursday’s announcement was positive but did not

go far enough. “Individual actions on their own won’t achieve our climate and nature targets,” he

said. “There remains the need for join-up between actions to avoid a piecemeal approach.”

Gareth Morgan, the head of farming policy at the Soil Association, added: “The government is

failing to make clear how they will give farmers confidence to invest in the radical changes

needed for a resilient and sustainable, agroecological farming sector. We are facing a climate

emergency and ecological collapse – there are welcome elements in today’s announcement but

we must stop tinkering around the edges.”

Jim McMahon MP, Labour’s Shadow Environment Secretary, said: “[The government’s] failed

delivery continues to squeeze the farming community. Nothing about this announcement

suggests anything other than a continuation of the last six years of Tory chaos on these issues -
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low take-up and botched trade deals that undercut our farmers and standards. Our farmers need

a straightforward and simple ELMS scheme.”
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Microeconomics commentary

The Guardian’s article discusses the UK’s new Environmental Land Management Scheme

(ELMS). This consists of farming subsidies towards environmentally friendly farming.1 Each

case demonstrates a positive externality of production, meaning that merit goods are currently

underproduced. The key concept here is intervention since the free market has failed to

achieve the desired outcomes regarding sustainability. Subsidies occur when the government

intervenes to encourage the production and consumption of merit goods. The toll of farming
subsidies has historically polarised the British, especially during the EU’s CAP: ELMS are

supposed to replace them, to continue supporting farmers, a first since Brexit.2 Nevertheless,

this ELMS is better accepted by farmers and environmental organisations because of its

sustainability axis, making this discussion relevant.

Figure 1: Market of organically produced fruits in the UK

2 Ibid.
1 “Post-Brexit Farm Subsidies in England Revealed”
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Figure 2: The effect of the payment on various stakeholders

Figure 1 illustrates the UK’s market for the merit good of organic fruits, one example among the

many listed in the article.3 This analysis commences at A, representing the Social Optimum

(MSC = MSB = MPB). Because farmers produce fewer organic fruits from the lack of incentives,

it generates a PWL of area A, reflecting the market disequilibrium. To improve this, the UK

government has imposed a payment of “£1,920 a hectare for maintaining the land to produce

fruit to organic standards.”.4 Often, governments support farmers to protect them against

weather fluctuations and price instability: the payment is meant to incentivize farmers to produce

more organic fruits, to improve health standards and environmental externalities. In Figure 2,

the vertical distance between MPC1 and MPC2 is the payment cost per hectare. The analysis

commences when the MPC curve shifts right from MPC1 to MPC2. Q3 is now closer - in the real

4 Ibid.
3 Ibid.
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world, government interventions rarely achieve market clearing - to the social optimum Qso.

Stakeholders now face new prices.

The subsidy results in different outcomes for different stakeholders. Figure 2 places farmers at

the heart of the aggregate subsidies. The economic theory explains farmers increase their

production outputs from Qm to Q3 resulting in a new producer surplus at△EFPp. Producer

surplus is the difference between the quantity a farmer is willing to supply and the actual market

price. They also receive higher prices (Pm to Pp) hence higher total revenue, with an incentive to

produce better quality products. However, as it has often been the case with farming subsidies -

this ELMS will prominently reward big arable farmers while “small farmers and those in difficult

environments [of] upland and moorland regions”5 will receive a smaller share of the payments.

The association of landowners spoke out on this. They have stated the payments come “at a

time of rampant inflation, poor labour supply, and constant extreme weather events” and implore

the UK government to make these schemes accessible to all types of farms.”6 These are

possible issues that might arise in the long run, and reflect the complexities of these schemes.

Although consumers play a smaller role, most will benefit. This is because more people will

have access to the products, at a lower price (Pm to Pc), and a new consumer surplus at

△BDPc. They will, nonetheless, carry the burden of a new tax (as indicated by the answer key),

a trade-off to enjoy the production/consumption of sustainable fruits.

The costs faced by the government are why alternative policies should be considered in

conjunction. Figure 2 area C highlights the programme generating government spending - of a

non-negligible £2.4 billion7 - inevitably causing opportunity costs the UK government could

spend on other expenditures. For instance, increased spending to combat its current inflation or

the NHS crisis. The large proportion of farming subsidies on government budgets - 30% of the

EU’s is currently allocated to Cap financing, 8 - continues to polarise, and hence, should be a

factor to consider. The economic theory advances that PWL should ideally be erased: in reality,

the payment is not efficient enough to fully solve the underproduction (Q3 - Qso). Although its

sustainability axis seemed promising at first, the article offers the view of environmental experts,

who believe the schemes “did not go far enough”.9 According to them, there is a need for further

intervention: additional farming legislation could be an alternative, which would simultaneously
reduce the financial costs.

9 “Post-Brexit Farm”.
8 “Environmental Land Management (ELM) Update”.
7 Ibid.
6 Ibid.
5 Ibid.
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Overall, the concept of intervention is essential to understand this scheme. The government is

heavily present in the farming market to encourage sustainable agriculture and consumption of

merit goods, hence the implementation of the subsidy. These do not seem to have met the

expectations: While the short-term benefits may be appealing to both farmers and consumers,

this evaluation prevailed considerable flaws in this ELMS, ultimately making them insufficient.

The promising attitude should nonetheless be appreciated, and as experts underline, these

subsidies could become beneficial if more consideration was given to smaller farmers and the

urgency of the environmental crisis.
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AI, digitalization strengthen calls to introduce basic income

Basic income is not a 'panacea' but worth considering

By Lee Yeon-woo

“It is one of the most completely ridiculous ideas I have heard in a long time,” said the former

Finance Minister of Iceland, Bjarni Benediktsson. The former Prime Minister of New Zealand

John Key called it “barking mad.”

They are not talking about a miracle cure or the imminent danger of an alien invasion. These

descriptions ― whether “crazy,” “utopian” or “highly questionable of its feasibility” ― all point to

one concept: Universal Basic Income (UBI).

According to the Stanford Basic Income Lab, UBI is a periodic, cash-based income paid to

everyone on an individual basis and granted unconditionally. To put it simply, the government

grants you a certain amount of money monthly or annually, regardless of whether you've
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worked.

For Koreans, the idea of UBI is not so foreign.

Just last year, presidential candidate Lee Jae-myung proposed offering an annual basic income

of one million won ($757) to the entire country during his tenure, if elected. His proposal was

informed by his experience of running similar pilot programs for young people in Gyeonggi

Province, where he served as a governor. Even though Lee was not elected, he received a

competitive approval rate of 48 percent.

The country also distributed special grants during the COVID-19 pandemic. While the amount of

money offered varied based on people's income brackets and had limitations on where it could

be spent, the country gained experience in distributing an unconditional sum of money and in

establishing a system to do so.

“I believe that Korea could be one of the first countries to introduce basic income,” said Guy

Standing, an economist and a professorial research associate at SOAS University of London. As a

founding member of Basic Income Earth Network (BIEN), he has decades of extensive

experience working on over 50 pilot programs on UBI around the world.

“Korea is a country with advanced institutions, a tradition of universal social welfare, and the

economic capability to successfully implement a basic income,” Standing said during a recent

one-on-one interview with The Korea Times.

These positive attributes alone do not fully explain why Korea should be the first country to

venture down this uncharted path. The fierce debates about the concept somehow lost political

momentum after Lee lost the last election to his conservative rival, Yoon Suk Yeol.

What shed new light on the concept were the rapid developments in AI and the ensuing

concerns about the replacement of human jobs.

“Opinions can vary on whether AI will entirely diminish human jobs. However, the general

agreement is that technology will replace traditional jobs while new jobs are emerging. The job

market is likely to become polarised, divided between low-wage roles that rely on human labour
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for cost-effectiveness and high-wage positions requiring specialised skills in fields like AI,” said

Rep. Yong Hye-in of the minor opposition Basic Income Party.

In May, the World Economic Forum anticipated that 26 million jobs would be globally replaced

by AI over the next five years. However, jobs related to AI, such as big data, machine learning,

and cyber security, are expected to see a 30 percent increase during the same period.

Silicon Valley tech moguls like Mark Zuckerberg and Sam Altman have also publicly expressed

their support for the concept.

“The thing that I worry about is not our inability to adapt. It is the speed this might all happen.

If you study the history of technological revolutions, roughly in two generations, we can adapt to

almost any amount of labour market change. But if this happens in 10 years, that's a new

challenge. In that light, I think UBI is an interesting component of a potential solution to help

people get through that change,” Altman, CEO of OpenAI, said during his visit to Korea in June.

Korea is not immune to job market instability. In fact, the situation seems to be deteriorating.

According to Hong Jong-min, former PR chief of the Korean Part-Time Job Association, there is

a rising number of “ultra-short-term workers,” a phenomenon that does not have a global

precedent. Such jobs, which include food delivery and janitorial services, tend to be occupied by

vulnerable groups like seniors and young people.

Advocates argue that providing UBI to the public could reduce this volatility and help the

vulnerable maintain decent lives.

According to a study by the Korea Research Institute for Vocational Education and Training,

UBI not only has the potential to reduce Korea's notoriously long labour hours, but can also

encourage people to take financial risks and engage in creative work. This means that having

UBI could provide people with various life options.

“I was involved in a basic income pilot program in Namibia for two years. I went down to one of

the villages and encountered teenage girls. I asked them, 'What's the best thing about having

UBI?' One of them said, 'When the owner came down from the farm at the end of the month
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with wages, we always had to say yes. And now we can say no.' This is a very, very important

freedom,” said Standing. “When you gain economic security, it changes your life.”

Some also argue that continuing with the current welfare system cannot properly address the

ever-emerging blind spots.

“The traditional welfare model is failing to address the chronic welfare gaps in Korean society.

It's also worth questioning this model's effectiveness, given the limitations of using traditional

approaches to tackle the challenges of today's digital transformation and climate crisis,” said

Yong.

Nevertheless, the most pressing question remains: How can the government find the financial

resources?

Susan St John, an associate professor of economics at the University of Auckland Business

School, warned that a “dramatically increased progressive tax structure” would be needed to pay

for UBI.

Methods to adopt UBI vary among advocates.

In the case of the Basic Income Party of Korea, it believes that necessary taxes could be raised by

halting non-effective cash-offering policies, imposing additional taxes on individuals, especially

the wealthy, and on firms based on their carbon emissions. Yong also suggested that financial

gains from natural resources like wind or solar power could be redistributed to the local

population.

Local governments expanding independent programs can also contribute to realising UBI, Yong

said.

Choi Seung-jun, governor of Jeongseon County, once a mining area, plans to distribute profits

from local casinos back to the community. Similarly, Shinan County has been sharing profits

generated from its wind farms for years, operating on the belief that the wind is a communal

resource.
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“Basic income is not a total solution. It's not a panacea,” said Standing. “Rather, it's a new way of

saying that everybody has basic security if you want a good society. It's about offering people the

opportunity to engage in activities they value and are capable of doing.”
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Macroeconomics commentary

The Korea Times article discusses the potential implementation of Universal Basic Income (UBI)

in South Korea (SK). UBI is a “periodic, unconditional, and cash-based income paid to everyone

on an individual basis”.10 The journalist evaluates the advantages and disadvantages of UBI in

SK, as well as possible ways to fund this scheme. The key concept here is economic
well-being, which is defined as “a multidimensional concept regarding the quality of living
standards enjoyed by an economy.” These include “present and future financial security” and

“the ability to meet basic needs”.11 UBI is a relatively new idea: although experts around the

world have worked on pilot programs, no country has implemented a complete UBI model as of

2022.12 Nevertheless, this program aimed to increase economic well-being has polarised

many governments, NGOs, and economists, making this discussion relevant.

The context for the SK government to consider UBI is that of a growing wealth/income

inequality. The recent AI development has deteriorated the stability of the job market, especially

for low-wage workers often “occupied by vulnerable groups like seniors and young people”.

Economists anticipate that “26 million jobs would be replaced by AI over the next five years”

while high-wage, skill-based jobs should expect to increase.13 The article mentions previous

attempts made by the government, such as “[the distribution of] special grants during the

pandemic”, a traditional transfer payment approach.14 UBI is proposed as a new policy to

improve social welfare. The article explains how a 2022 presidential candidate proposed “an

annual UBI of 1 million won ($757) to the entire country during his tenure.15 Despite his defeat in

the election, UBI is now once again under consideration: therefore this analysis seeks to

evaluate the hypothetical policy. Figure 1 illustrates SK’s Lorenz curve before and after UBI.

This analysis commences at point A in Figure 1 where significant disparities exist between the

low-skilled and high-wage workers. If SK were to implement UBI, the economy would move from

point A to point B, shifting the Lorenz curve from L1 to L2, where SK operates closer to the line of

absolute equality Le. There is a redistribution of the country’s total income towards the

low-income, and hence increasing economic well-being. Furthermore, to fund this

15 Ibid.
14 Ibid.
13 Yeon-woo.
12 World Population Review.
11 Ibid.
10 Yeon-woo.



17

budget-costly UBI, some economists have proposed a more “progressive tax structure”,16

targeted at wealthy individuals and polluting firms. All of these policies in conjunction are meant

to reduce income inequality: the area under the curve would shrink, resulting in a Gini

Coefficient closer to zero. As visually shown in Figure 1, not only would UBI bring equity, but it

would also improve SK’s economic well-being.

Figure 1: South Korea’s Lorenz curve before and after UBI

The advantages of UBI for SK’s economy are evident. Perhaps the most significant factor is how

low-wage workers will receive a monthly, unconditional, and stable source of income, which will

help them secure present and future financial outlooks. The wage stability would help the

vulnerable groups maintain decent lives. A Korean Research Institute advances that UBI “has

the potential to reduce Korea’s notoriously long labour hours”.17 This would mark a shift in

priorities from labour efficiency to a more holistic approach involving social and mental

well-being. Although this deviates from the economic theory of efficiency, access to new

17 Ibid.
16 Ibid.
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opportunities would only benefit the economy in the long run, especially “when the current

welfare system is failing to adapt in this world of digital transformation”.18 As illustrated by the

Lorenz curve above, a higher income share for the poor implies a wealth redistribution. A

reduction in wealth inequality, combined with better quality of labour (a factor of production),

could lead to economic growth in SK.

Still, there exist some risks to consider before implementing UBI in SK. First, some argue the

unconditional aspect of UBI reduces the incentive to work; yet as mentioned previously, an

emphasis on economic well-being could be the country’s new focus. While these are

legitimate concerns, no concrete conclusions can be drawn without a pilot. A second, more

pressing concern of UBI is its feasibility. The article refers to two comments made by foreign

politicians, who “question its feasibility”, describing it as “utopian”.19 Certainly, the government

would have to allocate a considerable share of its budget to fund this initiative, generating new

opportunity costs. To tackle this, Yong, leader of the Basic Income Party claims the need for a

progressive tax reform targeted at “wealthy individuals and firms”. The danger is that of a brain

drain in AI-related fields, thereby slowing down the R&D in these sectors.

In this evaluation, because the advantages outweigh its disadvantages, SK should adopt this

new UBI, which is supported by the arguments from the article. As long as funding and the

potential risk of falling efficiency are considered, this initiative would guarantee social security

and financial freedom to low-wage workers. It would improve SK’s economic well-being.

19 Ibid.
18 Ibid.
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ABC RURAL

Australian barley tariffs to be scrapped by China
after long-running trade dispute

Key points:

● China has agreed to drop 80 per cent tariffs on Australian barley
● The tariffs were part of a long- running and high-profile trade war

between the two nations
● The anti-dumping tariff was 73.6 per cent, while the anti- subsidy tariff

was 6.9 per cent

China has dropped its 80 per cent tariffs on Australian barley, after a long-running and

high-profile trade war between the two nations.

The tariffs were introduced in May 2020 after Beijing accused Australia of selling the grain below

the cost of production and subsidising farmers.

The tariffs set off a trade war between the two nations and were widely considered to be a form

of retaliation for Australia’s call for an inquiry into the origins of COVID-19.

Australia referred China to the World Trade Organization (WTO) over the tariffs in December

2020 but suspended the appeal earlier this year when Beijing agreed to review the tariffs.

At the height of the trade in 2018, Australia's barley exports to China were valued around $1

billion, which drew to a standstill once the tariffs were applied.

A statement from China's Ministry of Commerce on Friday said it had: "ruled that, in view of the

changes in the market situation of barley in China, it is no longer necessary to continue to

impose anti-dumping duties and countervailing duties on the imported barley originating in

Australia."
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The tariffs were made up of a 73.6 percent anti-dumping tariff and a 6.9 per cent anti-subsidy

tariff, the scrapping effective from August 5.

A statement from the Australian government said the removal of the duties meant Australia

would discontinue the WTO appeal.

"This outcome demonstrates the importance of the WTO dispute mechanism in defending the

interests of Australia's world-class producers and farmers," it said.

In a similar move, in 2021 Australia referred China to the WTO over its decision to apply hefty

tariffs on Australia's red wine.

A resolution on that case is anticipated later this year, but the statement suggested that action

too could be discontinued.

"We have been clear that we expect a similar process to be followed to remove the duties on

Australian wine," the federal government said.

"In the meantime, we are continuing to pursue our wine dispute at the WTO and remain

confident in a positive outcome."

A number of Australian abattoirs remain suspended from trading with China, while Beijing's

customs requirements continue to prevent rock lobster exports — coal and timber exports were

also affected by the deep freeze but recently resumed.

National Farmers Federation chief executive, Tony Mahar said that the scrapping of the tariffs

was welcome news for some 23,000 Australian grain producers.

"These tariffs significantly impacted the barley trade between Australia and China which

previously accounted for approximately 60–70 per cent of barley exports," he said.

"The Australian farming sector was always of the view there was no justification for these duties

and that it was in both countries' best interest for all trade impediments to be removed."
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The right outcome, says Wong

Foreign Affairs Minister Penny Wong said that the removal of the tariffs was the result of work

from both government and industry describing it as a "great success for our nation and barley

producers".

"This is the right outcome, the right outcome for Australian producers and Chinese consumers,"

Ms Wong said.

She thanked officials from her department and those in the industry for their patience while the

matter was being resolved, also acknowledging the WTO.

"We wouldn't have been able to get this result without the WTO."

Trade Minister Don Farrell said the Australian barley industry had suffered a large financial loss

since the introduction of the Chinese tariffs in 2020, estimating it to be around $1 billion dollars

annually.

"Our barley growers and our exporters will now be able to re-enter tariff-free to the Chinese

market," he told a press conference in Adelaide on Friday.

Senator Farrell said that he had consistently said that the Albanese government would "prefer to

resolve all of our disputes with China through discussion and dialogue rather than disputation".

He added that the "template" used with the help of WTO to solve this trade issue that would also

be used to assist in the ongoing dispute over wine tariffs.

When asked if China's decision would pave the way for Prime Minister Anthony Albanese to visit

the country, Senator Wong said she hoped the two countries could "continue on the positive

path we are on".

'The Chinese are back'

Barley growers had scrambled to find new markets after the tariffs were imposed in 2020.
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Andrew Weidemann, a Victorian grain grower and spokesperson for Grain Producers Australia,

said the announcement was an "uplift for the Australian barley grower", describing the tariffs as

"politically driven".

Mr Weidemann also refuted China's claim that Australian farmers were being subsidised by the

Australian government, an accusation China had originally brought the tariffs over.

He said the WTO process was one grain producers didn't support, preferring the government to

negotiate an outcome: "which has now been realised finally".

"On the back of the last four really good grain seasons for Australia, we've seen somewhere

near a $2.5 billion loss," he said.

"The barley industry right around the country will be rejoicing

tonight that the Chinese are back and back ready to buy plenty of

barley."



24

The Global Economy commentary

This article from ABC Australia discusses China’s decision to drop its 80% tariffs on Australian

barley. Guided by macroeconomic and political aims, a protectionist tariff is a tax placed upon

imports from one or multiple countries.20 The article outlines Australia and China’s long history of

trade relations, namely that Australia’s barley exports were valued around $1 billion in 2018

before diplomatic tensions escalated and the trade war broke out in May 2020.21

Interdependence is defined as economic actors (consumers, firms, governments) interacting
with each other within and across nations to achieve economic goals. Markets are inherently

interdependent, and so is the world trade market by definition. This is the key concept here as
the tariff creates both direct and unintended impacts on all stakeholders: China may benefit from

Australia’s loss, lose from Australia’s gains, or there could be mutual gain. By dropping its tariffs,

China has reintegrated into a higher degree of trade interdependence.

Figure 1: The Chinese market for barley before/after the tariff

21 Ibid.
20 Rasker.
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The Chinese tariff on Australian barley will disrupt the free-trade market mechanism. Figure 1

illustrates the Chinese market for barley with and without the tariff on the left, and its imports

entering from the world market on the right. This analysis commences at point C, where under

free trade, Chinese consumers enjoy an amount of barley at Q1 for Pw, while its farmers produce

Q2. The horizontal distance between Q1 and Q2 represents the imports from Australia (and to a

lesser extent, other partners) until 2018. Following the 80% high tariff imposition in May 2020,

China’s market price has increased from Pw to Pw+t.22 Consumers face smaller quantities Q3 at

point B, while the Chinese farmers who have replaced the Australian ones produce larger

amounts at Q4. The market finally returned to free-trade conditions Sw after China dropped its

tariffs in August 2023. The article focuses on the consequences for Australia’s exporting market,

whereas Figure 1 illustrates China’s importing market. The explanations parallel because the

markets are interdependent.

Figure 2: The tariff’s effect on the Chinese market

22 Ibid.
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The key stakeholders of this dispute, namely the Australian farmers and government and the

Chinese consumers, farmers, and government are all impacted differently, as shown by Figure

2. For winning stakeholders, Chinese farmers produce larger quantities of Q4 while receiving

higher payments of Pw+t, resulting in a bigger producer surplus of area B. Protecting domestic

industries is the primary objective of tariffs. The Chinese government benefits from a new tax

revenue of area C, coming from the tax paid by Chinese consumers who still buy the imported

barley. Despite the impression that Chinese society profits from the new tax revenues and

potential welfare spending, this gain is negated by the new welfare loss of area F. Even the

winners are not entirely well-off.

Contrastingly, the 23,000 Australian grain producers are the ones who suffer the most from the

tariffs, followed by Chinese consumers.23 According to a spokesperson for Grain Producers

Australia, the tariffs not only mean that they will sell fewer quantities of barley at the same price

Pw to China, but they will also struggle to “find new [replacement] markets”.24 Australia’s export

revenue falls from area DF to D, amounting to an estimated $2.5 billion loss.25 While Australia’s

National Farmers Federation welcomed the scrapping of the tariffs on barley, they also urged

the removal of Chinese tariffs on their rock lobster and wine.26 A potential consequence of this

renewed interdependence could be that the Chinese government decides to drop the other
tariffs as well. Similarly, while Chinese consumers initially enjoyed a large amount of Q1 for low

prices of Pw, the tariff reduces its quantities to Q3 for higher prices of Pw+t, meaning that fewer

consumers will be able to afford them. This is also represented by the consumer surplus

shrinking from area ABCE to A. Hence, the Australian producers and Chinese consumers are

the losers of trade.

Despite some winners, this evaluation suggests that this tariff on Australian barley is ineffective.

This is because markets will be at disequilibrium in which both China and Australia face a

welfare loss, either from increased taxes or fewer exports. Furthermore, there is an increased

risk of trade wars (which did happen as the article highlights)27 if the exporter retaliates in

response to the protectionist measure. As long as the two countries are not overly dependent on

each other, Ricardo’s theory follows that societies will achieve allocative efficiency if Australia

27 Ibid.
26 Ibid.
25 Ibid.
24 Ibid.
23 Ibid.
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exports its barley to China while the latter specialises in other goods; and given that they are

both prosperous economies, neither would be at a significant disadvantage from increased

interdependencies. Finally, the WTO’s role in appeasing this dispute should be applauded

because it exemplifies the positive effects of WTO-led discussion over escalation in an

interdependent world. The Australian foreign affairs minister acknowledges that "[they] wouldn't
have been able to get this result without the WTO."28

28 Ibid.
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