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6 March 2019

Committee Secretary
Senate Standing Committee on Foreign Affairs, Defence and Trade

Dear Committee Secretary,

Export Finance and Insurance Corporation Amendment (Support for Infrastructure
Financing) Bill 2019 [Provisions]

IWDA is pleased to present this brief submission to the Committee. IWDA endorses the submission
of our peak body, the Australian International Council for International Development (ACFID), and
commends it to your attention.

We note that the Bill currently before the Committee would increase the Export Finance and
Insurance Corporation’s (Efic) callable capital six-fold to $1bn, grant Efic new overseas
infrastructure financing powers and introduce an “Australian benefit” test. The announcement of the
expansion of Efic’s capabilities comes in the context of the “Pacific Step Up” which also included the
announcement of a new Australian Infrastructure Financing Facility for the Pacific (AIFFP), a $2b
investment in loans and grants to support Pacific infrastructure development.' We further note the
evidence given by the Department of Foreign Affairs and Trade (DFAT) to the Foreign Affairs,
Defence and Trade Legislation Committee Senate Estimates on 21 February 2019, which indicated
the intention for Efic to administer the AIFFP.T

We welcome the recognition of the development challenges facing the Pacific and the Australian
Government’s commitment to increase its support to the region. While IWDA believes in principle
that grants are a better form of development assistance than loans, we recognise the need for
multiple forms of finance to meet the development challenges facing the world today.

However, IWDA shares ACFID’s concern that the Bill as drafted does not equip Efic with the
necessary mandate, processes and safeguards to deliver overseas finance which supports
either the priorities established under Australia’s international development program or the
development objectives of Pacific nations.

Efic’'s mandate of providing benefit to Australian companies is mismatched to the joint aims of the
Pacific Step Up, which include both the development interests of our partners in the Pacific region
and the national interest benefits that will flow to Australia as a result of strengthened relationships.
We further note that while DFAT officials’ evidence firmly characterised the AIFFP as a development
initiative, they could not confirm any planned changes to Efic’s due diligence processes to enable
them to consider the development benefits and risks of new projects.” The Bill as drafted does not
support the incorporation of the necessary criteria and safeguards to enable Efic to meet the dual
objectives of the Pacific Step Up, either in terms of the increase in callable capital or its proposed
involvement in the AIFFP.

IWDA joins with ACFID in calling for the Government to undertake a fuller process of
consultation and co-design with development sector stakeholders, including civil society in
the Pacific, to develop financial models which will better support development outcomes in
the Pacific.
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We further call for the Government to:

- Introduce a “Pacific benefit test” to accompany the “Australian benefit test” proposed in the
Bill.

- Rule out the possibility that Efic will fund fossil fuel projects as part of its expanded mandate,
given the reaffirmation of Pacific Leaders in the Boe Declaration that “climate change
remains the single greatest threat to the livelihoods, security and wellbeing of the peoples of
the Pacific,” and noting Prime Minister Scott Morrison’s use of the same Boe Declaration to
justify to military cooperation components of the Pacific Step Up."

- Invest in technical expertise to support:

o gendered analysis of the debt implications of financing decisions;

o gendered analysis of all stages of infrastructure projects financed by the Australian
government; and

o application of existing aid performance benchmarks to monitor and track progress.

In support of this final point, we note that there are significant gender equality dimensions to
both the finance and infrastructure components of this Bill, which must receive due attention.

Assessments of debt sustainability often fail to account for the ways in which the cost of debt
servicing are passed on to a nations’ citizens and disproportionately borne by women. The
Women’s Working Group on Financing for Development — a grouping of gender and
macroeconomic policy specialists — argues that “[d]ebts servicing continues to undermine women's
human rights, through the diversion of scarce government resources from public services that
reduce women's care burden; and through the attachment of harmful policy conditionalities, such as
privatisation or the introduction of user fees for services that are critical for women's enjoyment of
human rights and gender equality.”' Research in the UK found that since 2010 women had borne
86% of the cost of austerity policies imposed by the British Government in the wake of the global
financial crisis."! It will be critical for any loans provided under both the callable capital and the
AIFFP to incorporated a gendered assessment of the impact of loans in their assessment.

Well-designed, targeted infrastructure investments which address the needs of diverse women and
girls have significant potential to contribute to gender equality outcomes. For example, connecting
electricity and water supply can decrease women’s time burden of unpaid domestic work and
improve their health and safety." Infrastructure investments which employ women in fields which
are traditionally male-dominated, such as construction and transport, can contribute to shifting
gender norms around what is considered “women’s work” while expanding women’s employment
options.* There are further benefits to infrastructure which is inclusive for people with disabilities,
and which meets the needs of rural, younger and older women.*

However, for infrastructure to contribute to women’s empowerment, gender considerations must be
addressed at all stages of a project. Additionally, the investment must go hand in hand with efforts
to change social norms that contribute to women’s inequality. This requires technical expertise to
support gendered analysis at all stages of projects, as well as formal processes such as
performance benchmarks and monitoring to track progress.

Australia’s Foreign Policy White Paper names gender equality as an Australian value. DFAT’s
existing infrastructure strategy names “improv[ing] access to infrastructure services to facilitate
private sector and human development and promote women’s participation and empowerment”
among its priorities, and acknowledges that “gender issues need to be taken into account
throughout all stages of infrastructure development”.si DFAT’s Gender equality and empowerment
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strategy commits to integrating gender equality through all parts of DFAT’s work including foreign
policy, trade and economic diplomacy, international development, and internal corporate services
and human resources.* The aid program includes additional performance benchmarks on gender
equality, including the target “[m]ore than 80 per cent of investments, regardless of their objectives,
will effectively address gender issues in their implementation.V

No evidence has been provided that suggests that Efic has the required technical capacity to
incorporate a gender analysis of the impacts of increased debt or of infrastructure initiatives. To
meet the objectives of the Pacific Step Up, it will be critical for both the callable capital and AIFFP
components to integrate gender expertise across all stages of projects, match the benchmarks set
by the existing aid program for integration of gender issues, and monitor performance.

IWDA maintains that the Bill as drafted does not equip Efic with the necessary mandate, processes
and safeguards to deliver overseas finance which supports either the priorities established under
Australia’s international development program or the development objectives of Pacific nations.

Yours sincerely,

Alice Ridge Dr Caroline Lambert
Research, Policy and Advocacy Advisor Director, Research, Policy and Advocacy
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