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Economics 2011 HSC Question 27 (20 Marks) 

Analyse the impact of globalisation on the economic performance of the Australian economy 

Globalisation is the integration between different countries and economies along with the increased 

impact of international influences on all aspects of life and economic activity. International trade, 

international flows of finance and investment, and the role of technology and people movements in 

the strengthening links between individual economies are important components of the global 

economy. Management of the global economy involves the concept of free trade and the economic 

benefits that trade brings. The performance of the Australian economy is highly influenced by global 

events due to its internationally focused structure. 

International trade in goods and services is an important contributor to Australia’s economic 

performance as its measurement indicates the level of domestic and global consumption of 

produced goods and services. Global trade has rapidly increased over the past decades with the 

evolving composition and direction changing to meet international demand. In recent years, 

Australia has benefited from growth in the trade of fuels and minerals, reflecting the higher prices 

for sources of energy like oil, gas and coal. Australia will also benefit from the global trade in skills 

and services such as in the finance and communications sectors as our labour markets have 

extensive business and commercial skills available on offer to the world. Trends in the direction of 

global trade can impact economies such as Australia as our major trading partner; China is 

experiencing rapid economic growth leading to an expanding export market for domestic producers. 

International finance is one of the most important features of the global economy as it forms the 

fundamentals of the modern economies’ operations. Finance in the form of money and funds are 

able to be transferred quicker than people, skills or goods and services. Australia’s economy has 

benefited from greater global financial flows as it has enabled us to obtain the funds that are used to 

finance domestic investment. Global financial flows have also helped countries such as Australia, 

which have a low savings ratio to borrow money that would otherwise not have been available to 

obtain the necessary funds used in large-scale business and investment projects. However, 

globalised financial flows can also have adverse implications on the Australian economy as seen 

during the Asian financial crisis 1999 and the Global Financial Crisis of 2009 where speculators have 

been partially responsible for the volatility of the foreign exchange and domestic financial markets. 

Foreign investment as a result of open market policies have contributed to Australia’s economic 

successes over the past decades. Many transnational corporations such as those in the resources 

and mining industries have invested into Australia’s economy as a result of the mining boom. The 

investment from multinational companies is an injection into the Australian economy. 

The globalisation of technology has played an important role in allowing for Australia and the global 

economy to become more integrated. As Australia is geographically isolated from other countries 

and continents in the world, our economy relies heavily on transport and communication technology 

to interact with our trading partners. Globalisation through the spread of the internet and cheaper 

broadband has enabled an increased supply of Australian commercial services to the world. 

Transportation technology such as improved shipping and air transport has allowed for more global 

transfers of goods, services and people with skills to and from Australia. Overall as a result of 

technology, the Australian economy has increased its ability to trade and also been the benefactor 

of a net brain gain with increased immigration of skilled workers. 



© www.roydonng.com  

 

 

Globalisation has also fostered the increase in bilateral and multilateral trade agreements between 

Australia and our trading partners. Australia has a range of mutual free agreements with countries 

such as the United States, New Zealand and the Association of South East Asian Nations (ASEAN). 

Such free trade agreements enable improved trade relationships between Australia and other 

countries as the economic costs of protectionism are removed. The Australian government claims 

that free trade agreements contribute to an increased volume on trade and boosts our economy. 

Australia is currently looking into the prospects of a free trade agreement with China as it is a rapidly 

developing economy. International organisations such as the World Trade Organisation, 

Organisation for Economic Co-operation and Development and Group of Twenty nations have 

contributed to promoting the globalisation of free trade. These forums aim to encourage all 

countries to reduce their levels of protection. As Australia is part of the global economy, the 

reduction of protection levels will benefit Australia’s ability to trade in both exports and imports. 

Over the past forty years, globalisation has rapidly increased which is one of the leading causes of 

Australia’s strong economic performance. Australia’s economy is the beneficiary of economic 

globalisation with increased trade and financial flows through foreign investment and overseas 

borrowing used to fund investment projects. Multinational companies have taken advantage of 

globalisation to invest into Australia which brings more money, skills and capital to the Australia 

economy. Such international convergence also has widened Australia’s ability to trade with foreign 

economies. Technology has assisted in Australia developing into a modern economy with improved 

and faster communications and transportation of goods and services. Free trade agreements as 

fostered and encourage by international organisations have had the effect of reducing protection for 

many of Australia’s trading partners which has led to an increase in the global trade of goods and 

services. 


