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Introduction

Geoff Edwards comments that "Trade liberalisation is a policy that commits countries to dedicating their human and natural resources to serving the needs of foreign nations rather than their own. If the driving force is genuine comparative advantage, then both can benefit, but much trade is driven simply by disparities in exchange rates of the currency as deemed by the financial markets." 

The Australian Pensioners' and Superannuants' League Qld Inc. (the League) is a voluntary representative body providing support, advocacy and referral services to pensioners of all types and acting also as a lobby group on behalf of all pensioners and the elderly.

The League welcomes the opportunity for input into the discussions about the GATS and the proposed Free Trade Agreement between the USA and Australia and will address the Terms of Reference as well as other issues arising from these Agreements.

These Agreements are all about trade liberalisation and, if the history of these and similar agreements in other parts of the world are an indicator, Australia's commitment to them will lead to severe economic and social changes that will be detrimental to Australian citizens and our national aspirations.

Over the past decade, millions of people have taken to the streets in India, the Philippines, Indonesia, Brazil, Bolivia, the United States, Canada, Mexico, Argentina, Venezuela, France, Germany, Italy, the Czech Republic, Spain, Sweden, the United Kingdom, New Zealand, Australia, Kenya, South Africa, Thailand, Malaysia, and elsewhere, in massive demonstrations against the institutions and policies of corporate globalization.

Although many of the protests have centred on opposition to trade agreements they have not necessarily been opposed to trade per se. Nor is the League opposed to trade as a beneficial and worthwhile concept, only to its more sinister aspects of global control.

A document widely distributed by Australian Trade Minister Vaile claims that “The GATS cannot and does not remove the right of WTO members to regulate and make new regulations on the supply of services and that the GATS treaty explicitly affirms a member’s ‘right to regulate’.” 

The affirmation of a country's right to regulate occurs only in the GATS treaty preamble and has limited legal effect. The preamble does not provide enforceable rights or obligations but provides a context in which the rights and obligations of the GATS should be interpreted. 

The affirmation of the right to regulate is only one of several objectives in the preamble and may have some interpretative value in a dispute, but does not provide legal cover for regulations that would otherwise be inconsistent with the substantive provisions of the main text of the treaty and a member’s specific commitments.

The Appellate Body of the WTO has repeatedly quoted the Vienna Convention that “a treaty interpreter must begin with, and focus upon, the text of the particular provision to be interpreted. It is in the words constituting that provision, read in the context, that the object and purpose of the state parties to the treaty must first be sought.” 

The flexibility of future governments to regulate is thereby compromised because commitments, once made, are difficult (if not possible) to reverse.

The WTO’s Council for Trade in Services (CTS) has set up a number of working parties including one on domestic regulation, and one on GATS Rules (which includes subsidies, safeguards and government procurement). It seems quite extraordinary that governments are forging ahead with new commitments before the rules are even finalised.

The WTO's working party on domestic regulation is developing disciplines to ensure that measures relating to qualifications requirements and procedures, licensing requirements and technical standards (extremely broad and all-encompassing areas) are ‘least trade restrictive.’ In other words, any past or future domestic regulation at any level of government (local, state or federal) in any of these areas will have to be ‘least trade restrictive.’

 The term ‘least trade restrictive’ is not defined in the GATS text. 

In a GATS annex on telecommunications, ‘least trade restrictive’ and ‘not more burdensome’ have been defined as ‘pro-competitive.’ If such changes to the rules are adopted, the ability of governments to regulate in the public interest will be severely constrained.

The Department of Foreign Affairs and Trade submitted a paper to the CTS last year supporting these proposed changes to the rules.
Governments retain their freedom to regulate only to the extent that the regulations they adopt are compatible with the GATS. Any regulation that does not comply with the GATS is open to challenge and subject to a ruling by the Dispute Resolution Panel. 

GATS

The economic, social, cultural, environmental and policy impacts of services trade liberalisation

The ultimate effect on Australia (and other countries) of compliance with GATS will be either a diminution or a loss of national sovereignty for the ultimate benefit of transnational corporations.

Economic Impacts

In a world in which a few enjoy unimaginable wealth, two hundred million children under age five are underweight because of a lack of food. Some fourteen million children die each year from hunger-related disease. A hundred million children are living or working on the streets. Three hundred thousand children were conscripted as soldiers during the 1990s, and six million were injured in armed conflicts. 

Eight hundred million people go to bed hungry each night.

This human tragedy is not confined to poor countries. Even in a country as wealthy as the United States, 6.1 million adults and 3.3 million children experience outright hunger. Some 10% of US households, accounting for 31 million people, do not have access to enough food to meet their basic needs. These are some of the many indicators of a deepening global social crisis.
A document served on Australia by the European Union (EU), obtained and published by a small Amsterdam-based citizens group called Corporate Europe Observatory, showed the EU demanding Australia commit in specific areas like:

Distribution services



Environmental services
Financial services

Tourism and travel-related services

Transport, air, maritime, land, other services

Energy services

Firstly the document makes demands of Australia, it makes demands about our current investment regulation. 

Australia currently has very few rules that regulate foreign investment but we do have the Foreign Investment Review Board (weak though it may be) that has the power to review investments on the grounds of national interest. 

The EU document says that we should remove that power, that we should not have a Foreign Investment Review Board with those powers at all.

Social Impacts

We do not know what Australia is trading away as Trade Minister Vaile has consistently refused to release details either of Australia's offers or of the demands being made of Australia.

GATS under the secret terms being negotiated by the Australian Government behind closed doors will impact heavily on Australian culture and hence on Australian Society.

The Australian Government has already committed Australia to opening up the following sectors to foreign ownership:

. Secondary education services. Higher education services

. Interior design. Photographic services

. R&D services on social sciences and humanities

In addition, the USA has recently included Audiovisual Services in its list of demands to Australia. The executive summary states “... the United States requests countries to schedule commitments that reflect current levels of market access in areas such as motion picture and home video entertainment production and distribution services, radio and television production services, and sound recording services.” 

Simply put, the “commons” (areas of common heritage, like seeds and genes, air and water, culture and heritage and health care and education … the basic supports of any social system)— or what’s left of them—would be under full assault. These would be ‘commodified’, ‘privatised’ and sold to the highest bidder on the open market.

The WTO has already been used to strike down Canada’s ability to protect its magazines. 

The massive U.S. entertainment industry, which sees culture strictly as a business, has convinced the US administration to fight cultural protectionism in any form and to advance its global interests. 

At the WTO talks in Seattle, new negotiations were discussed to further liberalise telecommunications, including the Internet and digital technologies, as well as patents, trademarks and copyright law. 

Global negotiations on the deregulation of broadcasting were to begin at the same time, so Australia’s ABC public broadcasting system, as well as our burgeoning film industry, is likely to become a threatened target.

Domestic policies to protect the cultural diversity of communities, minorities and countries, are considered “obstacles to trade” by the WTO and slated for extinction.

Regional Impacts

The League believes that present Australian Foreign Affairs policies are placing Australia in a less than favourable light with our immediate neighbouring countries.

Committing to the GATS and the signing of a bi-lateral "free trade" agreement with the USA will inevitably prove detrimental in the longer term to our relationships and our trade our existing trading partners and neighbours in the Pacific.

Environmental Impacts

On the environmental side, a joint study released in September 2000 by the United Nations Development Program (UNDP), the United Nations Environment Program (UNEP), the World Bank, and the World Resources Institute assessed five ecosystem types—agricultural, coastal, forest, freshwater, and grassland—in relation to five ecosystem services—food and fibre production, water quantity, air quality, biodiversity, and carbon storage. 

It found that of these twenty-five ecosystem-service combinations, sixteen had declining trends. The only positive trend was in food and fibre production by forest ecosystems, which has been achieved by an expansion of industrial forest monocropping at the expense of species diversity.

Human activity—in particular, fossil fuel combustion—is estimated to have increased atmospheric concentrations of carbon dioxide to their highest levels in twenty million years. 

According to the Worldwatch Institute, an environmental think tank, natural disasters, including weather-related disasters such as storms, floods, and fires, affected more than two billion people and caused in excess of $608 billion in economic losses worldwide during the decade of the 1990s—more than the previous four decades combined.

Three hundred million people were displaced from their homes or forced to resettle because of extreme weather events in 1998 alone. 

Policy Impacts

Most free trade agreements are mostly NOT about trade.  For example in NAFTA, about 20% of the text of the treaty deals with trade, and 80% with investment. A "free trade" agreement is really an agreement to sacrifice national economic sovereignty to the preferences of major transnational corporations.


Mexico agreed because it had no choice.  

In terms of international-finance interests alone, Australia should be seeking free trade agreements FOCUSING on trade with its main EXPORT markets, most importantly with China, Japan, Korea and the ASEAN nations.  International finance and "Realpolitik" would probably bias that toward China, and Ecological concerns might bias that toward ASEAN.

The International Forum on Globalization (IFG) is an alliance of sixty leading activists, scholars, economists, researchers and writers formed to stimulate new thinking, joint activity, and public education in response to economic globalization. 
Representing over 60 organizations in 25 countries, the International Forum associates come together out of a shared concern that the world's corporate and political leadership is undertaking a restructuring of global politics and economics that may prove as historically significant as any event since the Industrial Revolution. This restructuring is happening at tremendous speed, with little public disclosure of the profound consequences affecting democracy, human welfare, local economies, and the natural world.

IFG has just published a book, the culmination of a three-year project, called Alternatives to Economic Globalization [A Better World is Possible]. 

It provides detailed alternatives to the current rules and institutions of economic globalization. Written by leading researchers and activists, the report is a compendium of viable alternatives that are more democratic, socially equitable, and environmentally sound than the present model. 

The report offers alternative visions to bring about new trade and investment rules and to reform or replace current institutions such as the World Trade Organization, the International Monetary Fund, and the World Bank. It also contains alternative models for agriculture, energy, transportation, and manufacturing and proposes concrete steps that people can take today to bring about the better world we all know is possible.

The preliminary version of the report is shown as Attachment 3.

Australia's goals and strategy for negotiations
Geoff Edwards (School of Politics and Public Policy, Griffith University, Queensland 4111, Australia) in his paper Our Brothers' Keeper The National Interest and Accountability for Others' Well-being documents the government's definition of the "national interest" as espoused by the Department of Foreign Affairs and Trade.

"The national interest is a multi-dimensional concept that can be categorised broadly into:

(1) Geo-political or strategic interests (in relation to global and regional security),

(2) Economic and trade interests, and

(3) Multi-national interests in relation to Australia's standing and responsibilities as a member of the international community. At times, and on certain issues, these interests may conflict, and the Government has adopted a pragmatic and realistic approach in prioritising the promotion of Australia's security, prosperity and values over global ideological principles. (Gosper 2002)
Nowhere in the definition is there mention of anything remotely connected to people or social issues. It is all about economics.

What a sad commentary on Australia's government and bureaucracy and what an indication of the type of decisions that are likely to emerge from the Cabinet without reference to the wishes of the Australian people.

The impact of the GATS on the provision of, and access to, public services provided by government

Health

“The United States is of the view that commercial opportunities exist along the entire spectrum of health and social care facilities including hospitals, outpatient facilities, clinics, nursing homes, assisted living arrangements, and services provided in the home.”
Kuttner, R. (1999) “The American Health Care System: Wall Street and Health Care”, New England Journal of Medicine, 340: 664-68.  

                               

“We believe we can make much progress in the [GATS] negotiations to allow the opportunity for US businesses to expand into foreign health care     markets . . . Historically, health care services in many foreign countries have largely been the responsibility of the public sector. This public ownership of health care has made it difficult for US private-sector health care providers to market in foreign countries.”  

The US Coalition of Service Industries (CSI) Website: www.uscsi.org.

Australia's GATS Commitments in Health
In 1995, Australia made several GATS commitments in health. 

At that time there was no public consultation, and very few people, apart from a few trade lawyers and trade bureaucrats, had even heard of the GATS. 

These commitments are binding, and can be reversed only by negotiating compensation with all other WTO member countries. Australia's commitments are more extensive than DFAT and the government would have us believe, because of the way some health services are classified in the GATS agreement.
Health Insurance (Health Insurance is classified in the GATS agreement under 'Financial Services' and thus DFAT is able to technically omit including health insurance in the list of 'health' commitments made under GATS.) Health Insurance includes Medicare.
Dental services (Dental services are classified in the GATS under 'Business and Professional Services' and so once again, DFAT is able to technically exclude it from the list of 'health' commitments under GATS.)
                

Podiatry and Chiropody services (except where performed in a hospital)
               

Veterinary services

Canadian research, which is equally applicable to Australia,  (both countries have Medicare-type health insurance schemes and both countries have made full commitments in Health Insurance) has highlighted the dangers of GATS to our health care system. (Attachment 2) 

If you had visions of Medicare being extended in the future to cover areas such as dental services, physiotherapy or other allied health services ... forget it.  Our GATS commitments make that very unlikely. 

Queensland is now the only state with a free dental service and that service may be at risk in the future from the GATS. 
GATS ... The End of Public Health 

The following are extracts from and article published in 'New Doctor' issue No 76 Summer 2001-2002. The full article is available on the Doctor's Reform Society website www.drs.org.au 

"To establish a trade in services, as GATS aims to do, there has to be a market in services - services have to be bought and sold. Until recently, however, many countries have not had markets in health care, education, water, sewerage or energy. Government or non-profit organisations have by and large, provided all. The state has established hospitals and schools, and trained and paid their staff. 

"Markets are now being created by enabling entities other than the state to provide services. Privatisation of ownership, for instance selling off water supplies, is an obvious means. Other means are more hidden and gradual: privatisation of service provision (by requiring contracting out, leasing or competitive tendering), privatisation of finance (charging users of the service, private capital, private health insurance) and the introduction of internal markets (dividing purchasers from providers of services). 

"Health care services have not generally been explicitly privatised. Instead, there has been an incremental process of government retraction accompanied by private sector enlargement as the services have been commercialised. Markets - and thus the potential for trade - have crept in through the back door. "

Discriminatory practices in commercial hospitals

"Until 1989, all Kenyans received free health care. After 1989, in order to reduce government health care costs, user fees were introduced and uninsured patients were required to make out of pocket payments. The quantity and quality of public health services declined. Public health care became much less accessible for most Kenyans, while commercial care remained financially out of reach. 

"Foreign-owned hospitals are located exclusively in cities, as are the offices of foreign insurance companies. But only 20 percent of Kenya’s population lives in the cities. In rural areas, health care services have collapsed since the institution of user fees. Many clinics and health care posts are out of use and there is just one doctor for every 33,000 people. In the city there is a doctor for every 1700 people."
Education

Some years ago, prompted by the powerful European Roundtable of Industrialists, UK Prime Minister Tony Blair identified the knowledge economy as the driver of future British growth. He wanted the UK to specialise in industries such as information technology, biotech and second-generation services. 

As the export value of manufacturing, farming and even some of the traditional service industries declined, Britain would thus become a market leader in exporting a new international business: privatisation. 

Does this sound similar to the Beattie Government's 'Smart State' concept in Queensland?

Richard Hatcher 
 says, "This strategy has so far been resoundingly successful. 

"The private finance initiative was pioneered in the UK, then exported by British companies to countries like Finland, Canada and South Africa. Though their sales of hospitals, roads, prisons and waterworks are of dubious value to the recipients, they are massively profitable for our corporations, not least because, having arrived on the scene before anyone else, they are all but free from foreign competition. 

"Now Blair wants to do the same in education."

Hatcher asserts the government wants the UK's private education industry "… to be fostered and nourished by the state until it is strong enough to compete with US and other competitors". Once they have gathered enough money and experience in the domestic economy, schooling companies can then try to penetrate the markets of other countries."

While the UK's schools might one day be worth £25bn a year to potential "investors", the US system has already been valued at $700bn. 
Worldwide, education is worth trillions. If the UK can seize an early and substantial share of this market, the government believes, the economy will become, to all intents and purposes, recession-proof.
Negotiations under way in the WTO are attempting to develop the expansion of "Commercial Presence" rules.

These rules allow an "investor" in one GATS country to establish a presence in any other GATS country. The "investor" will not only be allowed to compete against private suppliers for business, but will also be allowed to compete against publicly-funded institutions and service for public funds.

This potential expansion of GATS/WTO authority into the day-to-day business of governments will make it nearly impossible for citizens to exercise democratic control over the future of all public services - including education and training.

In preparation for this take-over of education we understand that the WTO has already hired a private company, called the Global Division of Transnational Education, to document government policies that "discriminate against foreign education providers". The results of this study, we feel certain, will be used to pressure countries with public education systems to relinquish them to the global marketplace, probably starting with the countries that are weakest economically.

Australia is well aware of the implications in the area of education!

Australia, for example, wants East Asian countries to cede their right to limit foreign ownership of campuses or education businesses established by transnational providers of tertiary education.

The key GATS obligations are Market Access and National Treatment.

Market Access is the obligation on the government of a country to allow a transnational provider to establish and operate its business in that country where, to what extent, and with what equity and type of legal entity the provider deems fit.

National Treatment is the obligation on the government to treat the transnational provider no less favourably than local providers.

A country that makes an unqualified commitment to Market Access in education services would be unable to limit, in the case of transnational providers:

• The amount of foreign equity

• The total number of tertiary institutions or schools on a national basis

• The number of tertiary institutions or schools in a given region, notwithstanding concerns

 about the viability of public institutions in the area

• The type of legal entity utilised for providing tertiary education or schooling e.g. Branch office

rather than subsidiary company, Board of Directors rather than representative governing council

There is also a risk of a boomerang effect from the education services demands we have made of other countries. It is therefore important to ensure that no further education services commitments are made by the Commonwealth in its offers to other countries with offers due by 31 March 2003.

Water

Most Australians will be aware of the spectacular collapse of Enron Corporation in the USA.

But how many Australians are aware that Enron was equally unsuccessful in its private water supply ventures?

Public Citizen, a US based a nonprofit consumer advocacy organization based in Washington, DC, has documented Enron Corp.'s failed venture into the water business.

It was marked by financial problems, complaints of poor service and allegations of political corruption and should serve as a warning to consumers and policymakers worldwide about the dangers of privatising public water systems and resources 

The report - Liquid Assets: Enron's Dip Into Water Business Highlights Pitfalls of Privatisation - draws lessons from the troubled history of Azurix Inc., a subsidiary created by Enron in 1998 to own and manage water and wastewater systems, provide water-related services and manage water assets. 

In addition, California's government is also getting worried about the impact of GATS on water services as indicated in the following quote:

"We are deeply concerned about the implications of GATS negotiations on California groundwater and essential services," said Anna Blackshaw, a consultant on international trade policy with the California legislature. "The very design of this agreement turns on its head the long-established notion that government regulation plays a vital and positive role in economic growth and long-term sustainability. Under the models proposed in the GATS agreement, accountability and public protection take a back seat to the interests of deregulation and privatization." 

A leaked WTO document on "Trade in Services" 
 reveals the EU is demanding that municipal water service contracts in California and other states be opened to foreign corporations and that California drop its insurance and utility regulations to pave the way for acquisitions by European firms.

The EU is demanding access to the U.S. water services sector for giant European water companies such as Suez and Vivendi. These corporations own and operate sewage and drinking water services throughout much of Europe, but the vast majority of water service providers in the United States are small, public utilities.

With these actions and demands proceeding elsewhere in the world can there be any doubt that Australia is facing the same demands?
As well as the WTO, through the GATS, trying to influence the privatisation of water worldwide, the World Bank (WB) and the International Monetary Fund (IMF) are pushing the privatisation of water in three core ways according to Blue Gold 
:
"1. Imposing water privatisation as a condition of loans and debt relief 

2. Financing water transnationals in preference to public enterprises 

3. Encouraging governments to sell water utilities to reduce national debt"

All three organisations operate outside the sphere of the United Nations and none are structured democratically.

Blue Gold claims "The International Monetary Fund and World Bank believe that abandoning state-owned enterprises for privately-owned and managed firms will improve the economic efficiency of water management, with positive downstream benefits such as reduced public debt and improved management of the national budget. 

"The general practice of the World Bank is to discourage debt and deficit-ridden governments from subsidising water and to push for full cost recovery from water consumers. Cost recovery involves water consumers paying the cost of operating, maintaining, and expanding the water utility. These policies in reality, have forced people to pay as much as 1/3 of their income on purchasing water, leading to chronic poverty. 
"The World Bank and IMF are actively assisting corporations to cash in on this potential blue gold mine. The World Bank has the primary responsibility for "structural" issues such as the privatisation of state owned companies. Therefore, it can be presumed that in countries where IMF loan conditions include water privatisation or cost recovery requirements, there are corresponding World Bank loan conditions and water projects that are implementing the financial, managerial, and engineering details required for "restructuring" the water sector. 

"Case Study Examples

"Globalisation Challenge Initiative", a Non-Government Organisation based in Washington conducted a review of IMF loan policies in 40 countries for the year 2000, and found that 12 agreements contained conditions imposing water privatisation. In general, it found African countries and the smallest, poorest and most debt-ridden countries are the places where loan documents reveal IMF conditions on water privatisation.

"Indonesia (1997)

In 1997 the World Bank sponsored the privatisation of water in Jakarta, Indonesia, then still under the dictatorship of Suharto. The assets were split between Thames Water (UK) and Suez Lyonnaise des Eaux (France), each of which was partnering with a company run by one of Suharto’s cronies. Prices went up sharply, and jobs and salaries were cut. Since the overthrow of Suharto, Indonesian democrats and water workers have demanded that the whole deal should be scrapped because it originated from corruption – but the World Bank has not supported them. 

"Buenos Aires

The second largest water corporation - Suez Lyonnaise promised to invest $1 billion dollars to privatise the water system of Buenos Aires, but in the end only put up $30 million. The rest came from the World Bank.

"Cochabamba - Bolivia (1999)

In 1999, Bolivia's government finally agreed to privatise the public water system as a condition for receiving a US$25 million loan from the World Bank. Only one bid was considered, and the utility was turned over to a subsidiary of a conglomerate led by Bechtel. Within weeks, the company doubled and tripled local water rates. Families earning less than $60 per month were hit with bills of as high as $20. Faced with water bills they simply could not afford, the people responded with a series of protests, shutting the city down for a week and refusing to pay. 

"Military forces seeking to squelch the protest used not only tear gas but live rounds, killing a 17-year-old boy and injuring more than 100 people. 

"The people of Cochabamba stood strong and eventually the government and the company were forced to back down, suspending the contract and rolling back the water hikes.

"Following powerful criticism of the Bank at the World Water Forum in the Netherlands in March 2000, the Bank’s Senior Water Adviser, John Briscoe, wrote a staff memo stating: 

"... it is clear that the emerging consensus in the Bank on the importance of private sector participation and pricing is not shared by most of the communities with which we interact."

Public Citizen has reported "The California Public Utilities Commission's (PUC) likely approval of the sale of California American Water Co. (Cal-Am) to Germany energy giant RWE AG will hurt local communities, causing them to lose control of their water systems, experience lower service quality and face higher rates, Public Citizen said today.
 

"RWE already has purchased New Jersey-based American Water Works (AWW) - the largest private water utility in the United States, with 2.6 million customers in 1,300 communities in 23 states - for $7.6 billion.
 

"RWE is making aggressive moves into the domestic water sector through its British subsidiary Thames Water, the world's third largest water company. If this sale were approved, RWE would be the first transnational corporation based abroad to own a California water utility.  Cal-Am has about 500,000 customers in fifteen localities including San Diego, Thousand Oaks, Sacramento, Felton, Monterey, Montara and Larkfield."  

The League firmly believes that public ownership of water systems provides more stability, better economic development, more reliable service and lower rates than private ownership, 

A recent report released by Bluegrass FLOW, a citizens group based in Lexington warned that privatization, despite its promise of efficiency and improved management, often fails to deliver stable rates and good customer service to the city in which it serves.

The report documents six case studies of American cities that have either purchased waterworks from a private company or are currently pursuing a buyout. 

Strong evidence suggests that water utilities should be kept in the public trust and not treated as a commodity by private investors.

	                                                                      Water Facts
· Less than one half of a percent of water on earth is available fresh water. The rest is ocean, or frozen in ice caps. 

· According to the United Nations, more than a billion people lack access to safe drinking water, and more than 2.4 billion people lack adequate sanitation. 
· More than five million people, most of them children, die each year from illnesses caused from drinking unsafe water. 
· Global consumption of water is doubling every 20 years, more than twice the rate of human population growth. 

· If current trends persist, by 2025 the demand for freshwater is expected to rise to 56% above the amount that is currently available - which will result in as much as 2/3 of the world population unable to gain access to clean water.
· The privatisation of the water industry is already a $400 billion a year business globally - That makes it one third larger than global pharmaceutical's. 
· In the U.S. alone, private water corporations generate revenues of more than $80 billion (U.S.) a year - four times the annual sales of Microsoft. 

· Ten corporate giants are vying for control of water - The top three are French companies, a US, German and five of UK origin. 
· The Global Fortune 500 ranks four of the top ten water companies among the 100 largest corporations in the world.
Melita Grant at aidwatch@mpx.com.au


Energy

The Canadians are way ahead of Australia in researching and understanding the implications of GATS, probably due to their geographic proximity to the USA.

Murray Dobbin, a Vancouver-based journalist and author specializing in trade issues, recently reported "The GATS negotiations on services could result in a wide swath of government policy decisions being held hostage to trade imperatives."

He said the risks are particularly great in the energy sector.

"Leaked documents indicate the United States is asking WTO countries to entrench a particular model of energy deregulation under the binding terms of the General Agreement on Trade in Services (GATS).

"Among other things, the U.S. is asking for its energy companies to be given complete access to "contracts for the operation and management of facilities for the commercial exploration, production and transport of oil, gas, or electricity."



"But the U.S. also wants WTO members to ensure its companies get "access to, and use of, essential facilities for the transportation of the energy source necessary to providers of energy marketing services."

"The plan is to impose, by way of an international treaty, the model of energy deregulation preferred by the big energy companies.

"The U.S. government's position on energy at the GATS negotiations faithfully reflects that of American energy corporations.

"Albertans saw power prices jump from 1.4 cents a kilowatt hour in 1996 when deregulation began to 13.3 cents in 2000, prompting the government to provide consumers with $3 billion in rebates to avoid a backlash at the polls.

"Ontario will similarly spend lavishly on rebates and Britain recently provided $1.6 billion to keep the privatized British Energy from going bust in Britain's pro-competitive electricity market." (Full text at Attachment 1).

With the recent Enron debacle, does Australia want American transnational corporations controlling our energy supplies?

The impact of the GATS on the ability of all levels of government to regulate services and own public assets

In a leaked WTO document (already referred to above) the EU demands access in the USA for European firms in wholesale energy trading and the right to sell retail power to large industrial customers. 

Opening either of these sectors to GATS would make it more difficult for American states like California to re-regulate electricity or otherwise protect consumers from price-gouging, service disruptions and market manipulation.

This is of particular concern as the WTO Secretariat has described GATS commitments as "effectively irreversible." Under GATS rules, once a country has agreed to allow foreign competition in a service sector, it cannot limit the number of private providers. 

"In addition," says Public Citizen, "if the United States were to grant EU requests concerning tourism, California would be barred from applying land-use rules limiting beachfront hotel development to a foreign corporation. 

The state of California would also be precluded from reversing failed privatization experiments in sectors covered by GATS unless the United States is able to negotiate compensation for every other WTO country."

If the U.S. agrees to open its electricity sector to foreign competition, and the state of California sought to reverse the failed electricity deregulation experiment and re-regulate the power utility sector by, for example, creating a not-for-profit government service provider, it could only do so if the United States agreed to compensate all other WTO member countries for the lost business opportunity.

"The whole point of the GATS is to privatize public services, dump essential service regulations and then pour cement over that mess to make it permanent," said Michael Dolan, Western Director of Public Citizen's Global Trade Watch. "Well, we saw how that worked in California with energy."

Over the past five years, citizens of California have become familiar with the unintended consequences of international trade agreements. 

A Canadian company that manufactures MTBE, the hazardous gasoline additive banned in California, is currently using the North American Free Trade Agreement's investment provisions to demand $1 billion from the United States as compensation for California's statewide ban, arguing that its NAFTA-granted investor rights have been violated.  

This case, and similar ones pending, have caused an increasing number of members of U.S. Congress and state assemblies to question the merits of the sweeping international commercial agreements such as NAFTA and the WTO.

The GATS obligates governments to “progressively liberalize”, and this means not only making commitments in more and more service sectors, but as well eliminating limitations on existing commitments. 

Here’s how the New Zealand representative described the progressive liberalization obligation:

“The negotiations on specific commitments should aim, in accordance with Article XIX [Progressive Liberalization], at progressively higher levels of liberalization, through commitments across a fuller range of sectors and through the reduction or elimination of limitations.” (WTO Document Symbol: S/CSS/M/1)

Limitations serve as a kind of “hit” list for negotiators to target for removal.  For example, the US negotiating position submitted in December 2000 in the area of higher education says, “Members are invited to inscribe in their schedules ‘no limitations’ on market access and national treatment.”  It lists as the kind of obstacle that should be removed “Minimum requirements for local hiring [that] are disproportionately high, causing uneconomic operations”.  (WTO Document Symbol: S/CSS/W/23)

Another example of how limitations on commitments are explicitly targeted is the European Commission’s position on financial services.  “In order to encourage the long-term commitment of financial companies to their respective host countries, it is essential for them to be able to establish, control and expand commercial operations in third countries. To this end, we would argue that ceilings on foreign ownership should disappear and full foreign ownership rights should be allowed...”(WTO Document Symbol: S/CSS/W/39)

So the European Commission is asking Canada, for example, to eliminate the limitations on its commitments regarding the foreign ownership of banks.  It is asking developing countries like Brazil to eliminate the need for foreign banks to get government approval before they establish branches. Limitations should be viewed as temporary in the context of an overall GATS obligation to progressively liberalize.

And because the Australian Government is hiding behind the spurious argument of 'commercial in confidence", Australians have no real idea what demands are being made of us.

The likely impact on Local Government

The International Experience Canada (Source: Council for Canadians)
Two developments over the past year highlight the urgency of increased local government involvement in debate and negotiation on GATS:

The revelation through leaked documents that Europe is asking for unrestricted access to the world’s water supply "market".

"Zoning and hours of operation" being placed on a list of regulations that will have to be limited only to what is "necessary".

This is not merely a question of debate or interpretation - readers can verify the facts for themselves by looking up the sources listed and reading the words in context in the original WTO documents. 

Canada has already made commitments and Canadian local government municipalities may currently be in violation of GATS and therefore vulnerable to a WTO challenge. 

For example when they make zoning decisions, some Canadian municipalities limit new retail development by taking into consideration potential negative impacts on existing stores. A WTO challenge to these policies might succeed because the federal government has already committed all Canadian governments not to limit retail development in this way 
.

Canada has already taken commitments for service sectors where municipal governments deliver or contract out services, such as sewage, refuse disposal, sanitation, and snow removal.

USA (Source US Trade Watch organisation
)

Transnational corporations are already using the WTO to attack government spending policies that contain environmental, social or human rights conditions. Basically, the rules forbid all non-economic considerations on government "procurement," or contracts. 

For instance, the state of Massachusetts was forced under a WTO ruling to abandon its law preventing government contracts from being given to any company doing business with Burma (on account of that country's egregious human rights abuses). 

There is mounting corporate pressure to make these rules even stronger. 

In its latest demands under the WTO negotiating process the United States has listed Environmental Services. It is requesting increased access for wastewater treatment services; solid/hazardous waste management, protection of ambient air and climate, remediation and cleanup of soil and water, noise and vibration abatement, protection of biodiversity and landscape, and other environmental and ancillary services.

European Commission (EC) (Source: leaked EC document
)

Under the heading of Environmental Services, the EC requests Australia to commit the following sub-sectors to unrestricted foreign ownership:

 

Water for human use & wastewater management (including water collection, purification and distribution services through mains, except steam and hot water.)

Protection of ambient air and climate (including services to reduce exhaust gases and other emissions and improve air quality (CPC 94040).

Remediation and cleanup of soil & water (including treatment, remediation of contaminated/polluted soil and water (part of CPC 94060).

Protection of biodiversity and landscape (including nature and landscape protection services (part of CPC 94060).

Local Development


The WTO proposals to establish a code for government procurement will have a major impact on the ability of local governments to ensure that development projects serve community needs and priorities. If such a code is enacted through the WTO, then not only national but also local and regional governments will be prohibited from using their purchasing powers and public subsidies to stimulate domestic industries and companies, unless they also provide the same advantages to foreign-based corporations. 

In effect, both State and Local Government will be stripped of the power to ensure that economic development serves community priorities. 

Impact of WTO Rulings record on governmental authority and national sovereignty

The WTO has ruled against every health, safety or environmental standard its tribunals have considered, including the US Clean Air Act, the Endangered Species Act, the Marine Mammal Protection Act, an EU ban on beef treated with artificial hormones, and Australian invasive species rules. 

Other regulations have been withdrawn because of the mere threat of WTO actions -- like Guatemala's UNICEF-based code on marketing infant formula. 

The WTO operates in complete secrecy; there is no accountability, minimal disclosure of its documentary record, and its WTO tribunal panellists are free of basic conflict of interest rules. 

You are strongly urged to read the document (Attachment 5) by Paul Magnusson. What he says of the NAFTA appellate panels is exactly the way that WTO panels are currently operating and are likely to continue operating in the future.

This should be considered as a real cause for concern.

The issues for Australia in the negotiation of a Free Trade Agreement with the United States of America 

Relative size of the Australian and US Economies and Australia's weak bargaining position

Richard Sanders, spokesperson for WTOWatch Qld says “The Australian government is willing to cede much of its sovereignty to US corporate control for just $26.05 per person per year in the proposed Free Trade Agreement with the United States (USFTA). Australia is willing to sell out on our democracy and way of life for next to nothing.”

A report on the Department of Foreign Affairs and Trade website estimates that the benefits to Australia from the USFTA is $9.9 billion over 20 years.  This works out to a paltry $26.05 per person per year”, Mr Sanders said.

Another report, by the APEC Studies Centre says: "A way of viewing the economic association from the US perspective is to see it as the addition of another medium sized state roughly equivalent in GDP to that of Pennsylvania".  

The APEC Study Centre report on the proposed agreement done for DFAT notes that Australia's national output is only 4% of that of the United States and states that for the US "an FTA is thus a much less significant national economic decision than for Australia".

The study highlights just how weak Australia's bargaining position really is by stating: "A way of viewing the economic association from the US perspective is to see it as the addition of another medium sized state roughly equivalent in GDP to that of Pennsylvania" 

Australians have endeavoured to establish, against tremendous domestic and international odds, an economic, political and cultural independence that most Australians value highly. 

The League and its members will not welcome any agreement that would reduce Australia to the status of merely another state of the USA. 

Australia like most other relatively small economies has in the past avoided bilateral negotiations of this kind precisely because of the unequal bargaining position that inevitably results and the League strongly believes that as a nation we should continue to avoid such agreements.

Because of the disparity in economic size, the US has very little to gain from such an agreement and so is in a position to maximise its demands on Australia without being under pressure to make concessions to Australia.  

The infamous NAFTA (North American Free trade Agreement) signed jointly by Canada, Mexico and the USA cannot be seen as a resounding success for anybody except the Americans.

During the eight years NAFTA has been in effect, the gulf between Mexico's rich and poor has grown and eight million middle class Mexicans who celebrated NAFTA in 1994 have since slipped into poverty.

Given that half of Mexico's population now lives on $5 a day 10 years after the signing of NAFTA it needs to be acknowledged that NAFTA is not working for most people.

We do not want such adverse effects in Australia.
Linking of Trade policy with Security policy 

The Zoellick letter refers to "strengthening the foundation of our security alliance" and "promotion of common values so we can work together more effectively with third countries". 

Under such an arrangement Australia will become merely another state of the US in its relationships with third countries, which would damage Australia's national interest in relation to many other countries. 

Australia has had significant and positive trade and cultural relationships with many countries in our region, partly because we have not been seen, until recently, as an economic or cultural appendage of the US.

We have previously been recognised as an independent country with its own trade and foreign policy that has in the past differed with the US on some key issues. 

Ann Capling, a trade expert from Melbourne University, recently commented, "It's been a cornerstone of both Australian and US foreign policy since World War II that security and trade issues are kept in separate boxes. To see them linked now has major implications for the Australia-US security alliance." 

The League does not believe that security and trade issues should be linked, even loosely, in the context of any agreement, as it could be hugely detrimental to Australia's independence in both foreign policy and trade policy.

Claimed economic gains from the US Australia FTA

The economic gains from the FTA predicted by the study by the Centre for International Economics are extremely modest and are hedged with the many qualifications shared by all such econometric modelling. 

The study predicts that if all trade barriers were removed there could be net benefits of $9 billion over a 20-year period, or less than half a percent of GDP per year.  It also concedes that all trade barriers are unlikely to be removed, and so predicted benefits are likely to be far less than this. 

The study asserts that there would be no substantial trade diversion effects as a result of such a bilateral agreement, an assertion not supported by many other economists. Ross Gittens, for example argues that "bilateral FTA's … do more to shift our trade to the favoured country and away from our other trading partners than to increase our trade overall" 

These studies also assume that access to US agricultural markets would be a major source of any economic gains for Australia. Recent US legislation to increase agricultural subsidies makes this extremely unlikely and further undermines claims of economic gains for Australia.

Under the North American Free Trade Agreement (NAFTA), for Mexico's rural areas where 75 percent of the population living in extreme poverty is concentrated, the three-country treaty has meant the loss of more than 10 million hectares of cultivated land. 

And the decline of the rural sector has pushed 15 million peasants - mostly young people - to move to the cities, either in Mexico or in the United States, according to a study by the Autonomous National University of Mexico (UNAM). 

Over the last 10 years, the participation of the farming sector in Mexico's gross domestic product (GDP) has fallen from 7.3 percent to less than 5.0 percent.

Mexican President Fox said recently that he is very concerned about how the trade liberalisation process is unfolding, ''in light of the U.S. subsidies to its agricultural production.'' 

He said he would take up the matter with the George W. Bush administration, with the aim to press the US to eliminate its farm subsidies, which total 19 billion dollars a year, nearly double what Mexico has budgeted for its farmers in 2003. 

But Washington announced that it will not alter its farm subsidy policies and that the situation of the Mexican farmers does not justify annulment of the agricultural chapter of NAFTA. 


In respect of the Australian situation, Mark McGovern, in a little publicised paper, has highlighted that "… the importance of (agricultural) exports to Australian Agriculture has been regularly overstated. This appears due, in part, to a combination of methodological errors and naïve analysis." 

Uncertain economic gains are not worth the price of trading off fundamental Australian economic and social policies, which the US government has listed as its targets in the negotiations.
Australian Policies which are US targets in the Negotiations

The US government has listed what it regards as barriers to trade. 

The following objectives are the US targets for FTA negotiations and have been listed most recently by the US Trade Representative, Robert Zoellick in the letter to the US Congress dated November 13, 2002, in which he notified the US Congress of the negotiations. 

Abolition of the Foreign Investment Review Board is sought together with the abolition of any requirements for minimum Australian ownership in any industries. 

Australia has such requirements through legislation in only a few strategic industries like the media, telecommunications, airlines and banking. The Foreign Investment Review Board has the power to review foreign investment in the national interest.  Its discretion is very seldom exercised, but it is a power that the Australian government should retain.  If these few remaining restrictions were to be weakened, all of these industries would be vulnerable to US takeover. 

The US is also seeking a complaints mechanism for investors, which is likely to be modelled on the infamous North American Free Trade Agreement (NAFTA) disputes procedure. 

US corporations would then be able to take legal action to force changes in Australian law if they could argue that the law was not consistent with the agreement. They could also sue the Australian government for damages. 

US corporations have used NAFTA rules to sue both Mexican and Canadian governments for hundreds of millions of dollars. Steven Shrybman gives the following examples: 

The US Metalclad Corporation sued a local municipality in Mexico for $US 16.7 million, because it was refused permission to build a 650,000-ton/annum hazardous waste facility on land already so contaminated by toxic wastes that local groundwater was compromised.

The US-based Sun Belt Water Inc. is suing Canada for $US 10 billion because a Canadian province interfered with its plans to export water to California. Even though Sun Belt had never actually exported water, it claims that the ban reduced its future profits. 

These demands on investment raise the spectre of the 1998 draft OECD Multilateral Agreement on Investment (MAI), which sought to remove the power of governments to regulate foreign investment and which was defeated by overwhelming community opposition. The League urges the Australian government to oppose any such proposals. 

Treating essential services as traded goods and reducing the right of governments to regulate to ensure equitable access to them.

Zoellick's letter seeks "enhanced access for US services firms to telecommunications and any other appropriate services sectors", presumably as a substitute for, or a precursor to the General Agreement on Trade in Services (GATS). 

US firms already have access to commercial services in Australia. The targets here are essential services like telecommunications, health, education and water. The aim is to treat them as traded commercial goods, ignoring the fact that societies have often made the democratic decision that public regulation, and often the public provision of these services is required to ensure that there is equitable access to high quality essential services. 

Decisions about these issues are a matter of social policy and should not be signed away in a trade agreement.

The Zoellick letter also refers to Australia's regulation of services. Again the agenda is to reduce the right of national, state and local governments to regulate to ensure that there is equitable access to high quality services. 

These issues are also being debated in the WTO negotiations on the General Agreement on Trade in Services (GATS). 

The League has consistently spoken out about these issues and is strongly opposed to any proposals which seek to include essential public services in a Trade Agreement, or which reduce the right of governments to regulate essential services. 

The Australian government should not agree to such proposals. 

Removal of Australian local content rules for film and television 

Australia’s cultural identity is preserved through Australian content rules, a vital pillar that ensures Australian stories are told on film and television in support of our own unique cultural identity. 

These rules also help to retain a local skills base that enables quality, culturally supportive films and television programs to be made here. The removal of these rules would be an attack on Australia's culture and would also destroy a vital and growing industry. 
Abolition of the Pharmaceutical benefits Scheme

US pharmaceutical companies object to the Pharmaceutical Benefits Scheme because it means that the prices of medicines are lower in Australia than in the United States. The Scheme makes medicines more affordable for most Australians, especially those on low incomes. This is a vital health and social equity policy that should not be targeted as a trade barrier. 

Abolition of Food Labelling for food containing Genetically Modified Organisms (GMO's)

The US is the largest producer of food containing GMO's and lobbying by agribusiness companies has ensured that there is no US requirement for labelling to show GMO content in food. 

Australia and Europe have labelling requirements because there is an overwhelming desire by consumers to know whether food contains GMO's so that they can make an informed choice.

The EU has maintained a ban for the last four years on approving any US biotech foods, which it says is based on the "precautionary principle" but which the US says has no scientific basis.

US trade officials are urging the Bush administration to begin proceedings against the EU in the World Trade Organization for blocking imports of GM food. 

The US has also threatened to take action in the WTO against European labelling for GMO's on the grounds that it is a barrier to US products.  

Zoellick's letter specifically mentions the elimination of Australian "unjustified measures" relating to "food and agricultural products produced through biotechnology", meaning GMO's. 

In October 2002, Zambia rejected 26,000 tonnes of US food aid, despite its famine, on the grounds that it contained GM crops that would pollute its seed stock and hurt exports.

In an amazingly belligerent outburst in January this year Mr Zoellick, the Bush Administration's top trade official has announced that he wants to file a case against the European Union for its ban on genetically modified food, saying the European position was "Luddite" and "immoral" and was leading to starvation in the developing world.

He said he lost his patience with the EU over the safety of American GM food last year when
starving African nations refused to accept American food aid because the grain was modified.

"The European anti-scientific policies are spreading to other corners of the world," Mr Zoellick said. 

Is this the sort of attitude we can expect from our putative bi-lateral trading partners if we dare to take actions to protect our citizens?

The US agenda for the US/Australian free trade agreement proposes that Australian labelling laws on GE food be modified/revoked!


Weak, though they are, our labelling laws must remain in force.

Any attempt by a foreign power to remove the right of informed choice from consumers is outrageous as well as arrogant and should be rejected out of hand.

Reduction in Quarantine Standards

The Zoellick letter mentions "serious concerns" that Australia's quarantine standards are used as a "means of restricting trade".

Australia has relatively high quarantine standards because as an island country we are disease-free in many areas, and the impact of such diseases would be devastating. 

This is a market advantage that Australia should insist on retaining both for the benefit of its own citizens and for its own competitive edge in world trade.

The government should not compromise these standards in trade negotiations.

Abolition of local preferences in government purchasing

The Zoellick letter demands increased access for US goods and services to government purchasing markets. 

There are some Federal and State government purchasing arrangements that allow smaller local firms to have access to purchasing contracts, or require transnational companies with government purchasing contracts to develop relationships with local firms. 

These arrangements contribute to local jobs and economic development and should not be traded away.

Other issues not mentioned in the terms of reference

Employment / unemployment 

Of considerable concern for people and governments world-wide is the potential for the export of jobs offshore or across borders under free trade agreements.

Even some Americans are now starting to question the benefits to American workers of these policies of major and transnational corporations.

In an article critical of the Bush Administration's January "economic stimulus" and the push towards the Free Trade of the Americas (FTAA) program, the New York Times reported Lori Wallach, director of Public Citizen's Global Trade Watch. as stating "NAFTA has:
 

· Turned the 1993 pre-NAFTA $1.7 billion U.S. trade surplus with Mexico into a $25 billion deficit, while the U.S. trade deficit with Canada has grown from $10.8 billion to $44.9 billion under NAFTA. Federal Reserve Chairman Alan Greenspan has called the U.S. trade deficit a significant drag on growth.
 

· Eliminated nearly 1 million well-paying U.S. jobs and deteriorated the U.S. manufacturing base.

· Impoverished the Mexico-border region in the United States, with many U.S. border cities now facing higher unemployment rates than before NAFTA.
 

· Encouraged union-busting and depressed wages and benefits in the U.S. as companies threaten workers with the prospect of overseas moves, especially to Mexico; and 
 

· Granted transnational corporations the power under NAFTA's Chapter 11 to claim reimbursement with U.S. taxpayer money (to date over $13 billion) for "future lost profits" when domestic public safeguards limit profitability. 
 

"The Bush administration has made CAFTA (Central American Free Trade Agreement) a priority as part of its jigsaw puzzle strategy to stretch the disastrous NAFTA model throughout the hemisphere with the proposed Free Trade Area of the Americas (FTAA), Wallach said. With growing opposition to the FTAA model in several key South American countries, the administration hopes to create momentum on FTAA with CAFTA.
 

"Launching CAFTA talks is not going to overcome opposition to NAFTA expansion in South America any more than tax breaks on dividends will replace more good jobs lost to NAFTA-style trade deals," Wallach said.

It is becoming obvious that free trade agreements, as practised by corporations, do very little to help host economies or workers in the host countries … in fact it appears that the opposite occurs.

More than three million Mexicans who rely on farm income are aware of NAFTA's next stage, the elimination of agriculture tariffs that threatens to wipe out the livelihood of millions of Mexican farmers. But the discord in Mexico runs even deeper.

 

Given that half of Mexico's population lives on $5 a day 10 years after the signing of NAFTA, it needs to be acknowledged that NAFTA is not working for most people. During the eight years NAFTA has been in effect the gulf between Mexico's rich and poor has grown, and eight million middle class Mexicans who celebrated NAFTA in 1994 have slipped into poverty.

 

In Brazil, 10 million people voted against a plebiscite on the proposed Free Trade Area of the Americas (FTAA), a 31-nation NAFTA expansion and more than 50 million Brazilians elected Luiz Inacio Lula da Silva, who ran on an anti-FTAA platform, as President.

Likewise, Ecuadorians elected Lucio Gutierrez, who also opposes the FTAA. This shows that broad-based opposition to the NAFTA model is spreading throughout the hemisphere.
Already in Australia, with our government ideologically committed to free trade without any formal international commitments in place, working conditions of Australians have been eroded, corporations continue to put off staff and employment is rapidly being pushed in the direction of part-time and casual positions only.
Money across borders

Neil King Jr.  Staff Reporter of The Wall Street Journal reported on the stalling of trade talks with Singapore and Chile over a vexing question about the rules that govern the global economy: Should countries seeking free-trade deals with the U.S. be forced to lift all controls over the flow of foreign money across their borders?

He reported that the U.S. Treasury, had taken a hard-line stance, saying they should but Singapore and Chile, who are both generally regarded as market-economy success stories, had objected. 

"The impasse imperils two agreements at the top of President Bush's trade agenda and has caused a rift between the Treasury and U.S. Trade Representative Robert Zoellick, who was unable to close a deal with Singapore because of these differences.

"The issue -- the latest in a long-running debate over what constitutes prudent restraints on the free flow of money -- is unlikely to vanish soon," he reported.

"This is puzzling, given that the U.S. has been so severely criticized for being too doctrinaire on the question of capital controls," says Edwin Truman, a former top international-economics official at the Federal Reserve and the Clinton Treasury.

King said that in the U.S., the tussle pits the interests of big banks and investment houses, which oppose all controls, against U.S. manufacturers and other exporters, which are keen to see the trade deals signed and approved by Congress. To try to allay mounting concerns, Treasury's undersecretary for international affairs, John Taylor, met with nearly 20 business leaders last week to explain why the U.S. was holding fast to its position. 

"Reaction ran from strong support to consternation," said one industry participant. Mr. Taylor couldn't be reached to discuss the meeting.

The difficulties come as U.S. trade negotiators huddle in Washington for what is meant to be the final week of trade talks with Chile after years of sporadic negotiations. Though differences remain over intellectual-property and market-access issues, top Chilean officials say that capital controls have emerged as the biggest single hurdle. Chilean Finance Minister Nicolas Eyzaguirre flew to Washington, D.C., over the weekend to try to broker a compromise.

Both Chile and Singapore have used limited capital controls to protect their economies from the instability that comes from big inflows of foreign money, particularly short-term loans or deposits, that can flee rapidly in a panic.


For years, Singapore required foreign financial institutions to seek government permission before borrowing Singapore dollars. The rule prevented investors from borrowing money to speculate in the currency market, as happened elsewhere in Asia.

In Chile, the encaje system required companies bringing money into the country to deposit a portion of it in a noninterest-bearing account for a year, that being essentially a mechanism to discourage short-term borrowing from abroad. The levy topped 30% in 1998 but is now at zero. Economists say the system protected Chile during the financial turmoil of the late 1990s.



"This is important for our own stability," says Ricardo Lagos, the son of Chile's president and one of the country's top trade negotiators. "We think we should keep various prudential measures in place, just in case, and the U.S. doesn't like it."

With talks well under way to create an Americas-wide free-trade agreement, Chile is under pressure from many of its neighbours not to give in to U.S. pressure. Observers say the same is true for Singapore, which of all the Southeast Asian economies has been the most open to capital flows.


Tommy Koh, Singapore's top trade negotiator, has said that the disagreement had the potential to be a "deal breaker," despite nearly two years of negotiating to secure a trade agreement.

"There is a battle going on where even Singapore is taking the posture of a developing country," says Gary Hufbauer, a trade expert at the Institute for International Economics. "They are standing up for the right of developing countries to control speculative, short-term capital."

The League believes that Australia has been too quick to say "me too" to anything America asks of us … to our longer-term detriment.

Genetically Modified (GM) foods and imports

The BBC News published a story by Steve Schifferes on 2 December 2002 that US officials were considering opening a new trade war with Europe to force it to import GM food.  
 
  
The United States (which has more GM crops than any other country) is considering a fresh trade war with Europe over the issue of GM foods. 

 US trade officials are urging the Bush administration to begin proceedings against the EU in the World Trade Organization for blocking imports of GM food. 

The EU has maintained a ban for the last four years on approving any US biotech foods, which it says is based on the "precautionary principle" but which the US says has no scientific basis.  

The US has previously refrained from any formal complaint on GM foods, mindful of the strength of anti-biotech feeling in Europe, and concerned that the EU could argue for compulsory labelling of US grain exports - which would force US farmers to implement separate storage facilities for GM and non-GM crops.  


The EU has already banned US hormone-treated beef.
 
 
In October, Zambia rejected 26,000 tonnes of US food aid, despite its famine, on the grounds that it contained GM crops that would pollute its seed stock and hurt exports.

But now US officials fear that other parts of the world, and especially Africa, are rejecting US agricultural exports because of fears that they may contain genetically modified crops.

In a little publicised radio news story broadcast in January 2003, it was mentioned that Australia had agreed to the import of GM corn from America with of some 4,000 tonnes being offloaded in Brisbane.

This is in contravention of Australia's quarantine restrictions and potentially a major threat to the farmers of Australia if this seed contaminates existing stocks of non-GM seed.

And that is quite apart from the possible health implications for Australians who eat food from stock that have been fed the GM corn … an area of significant scientific disagreement and public unrest.

It is quite likely that under either a bi-lateral free trade agreement with the US or an expanded GATS, Australia could be forced to accept any GM food, even for direct human consumption, and that is a situation the League believes should not even be contemplated at the present level of scientific 'knowledge' of genetic modification.

Conclusion

Will Hutton, in a paper recently presented to the Cheltenham Literature Festival in the United Kingdom, an edited version of which was broadcast on the Background Briefing program on ABC Radio National, looked at the differences between United States policies based on a strong economy and European policies based on a strong society.

He questions which direction the United Kingdom is following.  

As Kirsten Garrett stated when introducing the session, "Will Hutton's speech was an argument that Britain retain its core values and its connections with a European social framework.  As the world shapes itself over the next few years and faces economic and military crisis, there is a European idea of the good society that must form the benchmark for politicians to succeed, he says.  Britain must align with Europe, not America." (See Attachment 4).

This thought is one that is equally applicable to Australia.
Australia should not negotiate a Free Trade Agreement with the US. 

The overwhelming size and strength of the US economy places us in an extremely weak bargaining position, which is reflected in the admission by even the advocates of such an agreement that Australia would be seen as another state of the US. 

The predicted economic gains from such an agreement are extremely dubious. 

The linking of trade and security issues undermines our independence on both trade and security issues, and is likely to harm our relationships with other countries. 

Finally, the US is seeking abolition of many vital economic and social policies, which it considers to be unacceptable, the abolition of which would damage Australia's economic independence, our cultural inheritance and future, our health and our very safety. 

Globalisation as currently practised by the developed world should be regarded as a failed venture and discarded for some thing with a more humanitarian and socially responsible outlook.

The League believes that Australia's politicians and bureaucrats are out of touch with the real world, probably due to their economically privileged position in society, and need to read a recent article Globalization Today by Jeremy Brecher and Tim Costello (Attachment 6). 
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