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Firstly, I would like to commend the Senate Foreign Affairs, Defence and Trade References Committee for undertaking this inquiry.

Australia’s objectives in the negotiation of GATS

The Federal Government’s basic objective within the GATS process is “to improve market access conditions for Australian services exporters”.
 The Department of Foreign Affairs and Trade’s Discussion Paper on GATS reveals no substantive evidence of other broader guiding principles in the government’s GATS negotiating position
. Beyond the objective of increasing export opportunities, the discussion paper gives no indication of the principles on which the GATS negotiations will be conducted by Australia.  One may gain some idea of these principles from the government’s recent foreign and trade policy white paper, however, which is characterised by the primacy it accords US-Australia relations in both strategic and economic spheres.

There is an unmistakable emphasis within the discussion paper on the trade export aspects of the GATS agreement obscures the role of other public policy objectives.  Why, one might ask, is our national interest being assessed purely in terms of maximising export opportunities instead of in parallel other important policy goals such as environmental sustainability, human rights, protection of marginalised groups, maintenance of Australian culture, and Australian control of Australian resources.  

Social and cultural impacts of GATS

Australian content and ownership

Australian regulations currently require minimum levels of Australian content in audiovisual services, including advertising.  Full commitments to Market Access and National Treatment would require the removal of such regulations.  Australian content rules are a vital pillar of Australia’s cultural identity and diversity which ensure that Australian voices are heard and Australian stories are told, specifically in relation to music, drama, documentaries, children's programs and pre-school programs.  Their removal would threaten Australian culture and the Australian film and television industry.  
A related impact of commitments to National Treatment and Market Access would be severe damage to the local film and television industry. The current local content regulations foster a local skills base which enables quality films and television programs to be made in Australia. The removal of these rules would not only be an attack on Australia's culture, but would also destroy a vital and growing industry.

Australia also has specific restrictions on foreign investment in news media and television which are intended to prevent total domination of a relatively small market by global corporations. This is a legitimate public policy goal which should not be traded away in the GATS negotiations. Requests to remove Australia’s horizontal commitment allowing for limits on foreign investment pose a significant threat to diversity in the media.  This is discussed further below in relation to foreign investment more generally.

Public broadcasting
The ambiguity that surrounds other public services under the GATS agreement also affects public broadcasting.  The ABC and SBS deliver many of their services on a commercial basis and in competition with one or more private service providers.  Accordingly, it seems that public broadcasting may already be considered as falling within the scope of the GATS agreement.  If so, then the market access and national treatment obligations within the GATS will apply to public broadcasting services, except to the extent limited by Australia’s horizontal commitments.  This takes on a particular significance in view of the negotiations within the WTO Working Party on GATS rules.  If ‘subsidy’ is defined as including support by government for public agencies like the ABC and SBS, then the national treatment obligation would allow foreign media and broadcast corporations to demand equal rights to receive such support.  The effect would be to greatly weaken the public broadcasters by transferring the funding to private providers.

Environmental impact of services trade liberalisation

Impact on environmental protection regulations 

GATS provides an exception (based on Art.XIV(b) of GATT) for environmental and health purposes. In theory the exception ensures that important public policy goals are not reversed by specific or general commitments. However it fails to have any real teeth because it is very narrowly defined. 

Unlike GATT, GATS lacks any provisions for measures “relating to the conservation of exhaustible natural resources ... made effective in conjunction with restrictions on domestic production or consumption.”

GATS exceptions can only be used when “human, plant, or animal life or health is at risk, but not when a non-living natural resource in endangered”.

So in effect, governments have to identify the impact that current or future environmental regulations and policies will have on foreign service providers before decisions are made to implement them, adjust them, or abolish them completely. The most favourable outcome obviously being the policy or regulation that will have the least trade restricting impact on foreign service providers. 

There’s no doubt that such a regulatory hurdle will “chill future efforts to protect the environment and may in fact lead to environmental protection legislation being overturned by WTO disputes”.

Impact of liberalisation in the water services industry 

Given the increasing scarcity of water in both developing and developed countries, the inclusion of water collection in particular raises serious concerns.

Water supply services are already undergoing a rapid process of privatization throughout the world, with “large multinational companies increasingly collecting, extracting and distributing bulk and retail water”.

Market access commitments could not only threaten equitable access to clean, affordable water but could limit governments’ rights to restrict and regulate the quantities of water collected from lakes, rivers and groundwater sources by private service operators. The resulting increased pressure on water sources could lead to sustained environmental damage. 

The lack of clarity in GATS rules on provision of public services means that local governments may be required to open their water collection and distribution systems to private firms. The supply of water in Australia, as elsewhere, involves the weighing of public policy objectives, including the need to ensure access to all and the need to conserve the resource. 

Environmental impact of the increase in international transport through trade liberalisation

The environmental damage from transport emissions is already substantial. 95 percent of all goods are transported by sea, and this contributes as much as “one-sixth the global carbon, nitrogen and sulphur emissions from petroleum”.
 The liberalisation of transport services coupled with the increasing demand for the transportation of increasingly liberalised goods and services will inevitably lead to rapid environmental degradation from an increase in greenhouse emissions to the death of threatened marine species (as a result of increased port activity). 

Transparency of the GATS negotiation process 

Lack of transparency in negotiations at an international level

WTO documents make frequent reference to the need for ‘transparency’, but this transparency is conceived in terms of an obligation on countries towards exporters in other countries.  WTO bargaining and negotiations, on the other hand, are characterised by a lack of transparency. 

The DFAT discussion paper on GATS presents the WTO negotiation process as one in which governments make decisions to liberalise as a self-contained process
.  However, the reality is that such decisions are taken as part of bargaining process in a context of great disparities in bargaining power.  The lack of transparency means that the public is unable to assess whether the bargains struck are appropriate, and in fact is hardly able to ascertain what bargains have been struck at all.  

The lack of transparency within the WTO process makes it difficult to participate in debates about such fundamental matters as the capacity for governments to regulate, the appropriate mix of public and private control over resources and services, and principles for the expenditure of public funds.  The GATS negotiations impact significantly on all of these matters.

Lack of transparency at the WTO Disputes Panel level

I believe it is of the utmost importantce that NGOs are afforded greater access to the WTO’s dispute processes and that greater consideration in dispute matters be given to non-trade issues. 

As the disputes panel deliberations occur within the context of WTO agreements, the disputes panel must currently give priority to free trade above other issues. Lack of due consideration of other public-interest matters, including the sovereign rights of governments to act in the national interest may restrict governments to the use of least trade restrictive forms of regulation against their will.

The panel’s decisions are presently establishing a body of precedents on an ad hoc basis which may undermine legitimate national regulation in areas like health, and safety, the environment and industry development policy – despite these issues not having been fully addresses within the current mechanisms of the dispute process.

There is a great need for greater transparency and openness in the WTO disputes procedures, to ensure such deliberations do not occur behind closed doors. While some environmental organisations have established a right to appear as intervenors representing the broader public interest in WTO dispute matters, there still remains resistance to the consideration of evidence by non-government organisations and public interest groups. 

Lack of transparency in the negotiation process at a national level  

The GATS negotiations are being undertaken by the federal government largely in isolation from any public debate on the issues being negotiated.  Decisions to make commitments will have dramatic consequences for the public, yet the public has not been adequately informed of the proposals or their implications. The EU’s act of placing details of its offer responding to bilateral requests in the public domain on 18 February 2003 indicates that there are alternatives to the Australian government’s secretive approach.  

The discussion paper that DFAT released on GATS fails to disclose the ‘details’ of:

· the requests that have been made of Australia (the country that has made the request and the mode/s of service delivery their request involves);

· the requests that Australia has made of other countries.

This failure to provide the public with a comprehensive account of Australia position in the GATS negotiations hinders scrutiny and debate by civil society about the operation and effects of Australia’s trade policy.

The discussion paper leaves the general public in the dark about the ongoing negotiations within the WTO Working Parties on regulation and GATS rules.  These are important developments which can impact significantly on Australia, yet the discussion paper proceeds on the basis that the bilateral negotiations are the only matters on which public comment need be sought.  This emphasis on the bilateral negotiations tends to present the GATS requests as occurring in isolation from ongoing multilateral commitments.  

Whilst the Federal Government attempted to assure the public that there would be “close and detailed consultation with stakeholders with respect to Australia’s approach to the GATS negotiations”
, the GATS consultation process has been grossly inadequate.

We were assured in the DFAT discussion paper on GATS that: 

“The Government, through the Department of Foreign Affairs and Trade and relevant line Departments, is consulting widely on GATS issues, including with industry stakeholders, state and territory governments, local government and NGOs. This discussion paper is particularly intended to give the wider Australian community (including NGOs) the opportunity to participate in the consultation process”

Despite the fact that much of the responsibility for the regulation and delivery of services falls upon state and local governments, few have been comprehensively consulted about GATS. 

If the Federal Government was genuinely interested in acknowledging the concerns that state and local governments, community groups and members of the public have about GATS, this consultation process would have been initiated months, if not years ago. 

West Australian non-governmental organisations and community associations were first consulted by a representative from DFAT on March the 14th, two weeks before the Federal Government had to submit its offers (under GATS) to the World Trade Organisation. Representatives from the Women’s Electoral Lobby, the Western Australian Conservation Council, the Musicians Union of Australia, the Anglican Social Responsibilities Commission and the Catholic Social Justice Council, attended the consultation on the 14th of March. 

Why so few community organisations attended this consultation is unbeknownst to me. There was an undeniable anger amongst those who did attend however about the blatant disregard the Federal Government has shown for their thoughts and opinions on this important issue.

The Macquarie Dictionary defines ‘consultation’ as “a meeting for deliberation”; ‘consultation’ is a conversational discourse whereby one party presents information and the other responds with questions and/or their opinions. However any feedback that the community representatives at this meeting attempted to give was met with a “I’ll take it back to Canberra, but I doubt any changes will be made at this stage” response. 

With this in mind, along with an earlier starting point, the Federal Government’s GATS consultation process would ideally have involved an intensive program of consultative meetings not only with industry groups and business coalitions, but with the two other tiers of government, NGOs, community associations, trade unions and the general public. 

The DFAT representative at the aforementioned consultative meeting said that “limited resources” were to blame for the ‘limited’ and inadequate consultation. I appreciate that DFAT has “limited resources” but cannot accept that the community consultation process, for as important a trade treaty with as wide ranging implications as GATS widely impacting GATS, has to suffer as a result.  

Ted Murphy, the Assistant Secretary of the National Tertiary Education Union says the words ‘consultation with Australian industry’ “reveal a narrow perspective on consultation and opportunities for community involvement”

Although we’re at the latter stages of this round of GATS negotiations, I support Murphy’s suggestion that:

“the Government should ensure that relevant Government departments and agencies prepare an Economic, Social and Regulatory Impact Statement on the various dimensions of the preliminary negotiating position, which should also be released for public comment”.

The impact of the GATS on the provision of, and access to, public services provided by government, such as health, education and water


The Federal Government has given assurances on numerous occasions that it will: 

“ensure that its ability to regulate and continue to support public services is maintained, in full accordance with the GATS Treaty”

and will ensure that the commitments made under GATS will not: 

“compromise the capacity of governments to fund and maintain public services”

The definition of ‘public services’ in the General Agreement on Trade in Services casts a shadow over the Federal Government’s assurances however.  

GATS Article 1(3)(b) excludes:

 “services supplied in the exercise of governmental authority”

These are defined in Article 1(3)(c) as services not supplied:

 “on a commercial basis, in competition with one or more service suppliers”. 

I think it’s fair to say that this is a rather ambiguous definition. By this definition, few if any ‘public services’ (funded and supplied 100 per cent by government with no private competitors) exist.

Many of the public services in Australia (as in many other countries), are either:

· provided in competition with private services (health, education, water);

· provided with a mix of public and private funding; 
· provided with a mix of public and private ownership
So are public services safeguarded within the GATS? As this Senate Committee’s very own background paper states: 

“The answers vary wildly ... Even among those trade experts and representatives who are supporters of the GATS, interpretations seem to differ markedly. Some claim that public services such as health care, education and the provisioning of water would all be included in the GATS purview. Others argue that such public services are exempt.”
 

The ambiguity of this definition raises serious concerns for the ability of future governments to continue provide public services, given that many of these services have already been exposed to private competition, or may contain some elements of provision of services on a commercial basis, following the extensive process of competition policy in this country. 

This undoubtedly would increase pressure on governments to privatise and/or liberalise government-supplied services since it can no longer provide “preferential treatment (like subsidies) to the government agency supplying the services”.
 

Commercialisation of public services under the banner of an international agreement on competition policy paves the way for them to be treated as traded services under the GATS. Such policies must be determined democratically at the national and local level rather than through trade agreements.

In the context of such ambiguity, the government should make an explicit statement that public services are exempt from Australia’s GATS negotiations, and should decline to make further commitments in public services.
I am strongly opposed to the application of the ‘Most-Favoured-Nation’ obligation to Australian (public) services, whereby transnational investors are given the right to compete equally for government funding for services like education and health.

Education

Australia’s scheduled commitments in the education sector are limited. As discussed above, however, the interpretation of Article 1.3 may mean that public education is already subject to the GATS agreement.  Education in Australia is provided on a commercial basis, and it is hard to argue that public education is not provided in competition with private service suppliers, such as private schools, colleges and universities. 

The discussion paper states that requests have been made for full commitments in all sub-sectors of education.  Acceding to such requests would allow foreign education service providers to operate with a commercial presence in Australia. 

The implications of responding to requests for further commitments in the education sector illustrate the need to exempt public education, and all public services, from the negotiations.  

Health

As with education, health services are currently provided by the states on a commercial basis, and it may be argued that this is done in competition with one or more service providers.  Again, the implications under GATS Article 1.3 are significant, as has been specifically noted by the WTO Secretariat: 

“The co-existence of private and public hospitals may raise questions, however, concerning their competitive relationship and the applicability of the GATS: in particular, can public hospitals nevertheless be deemed to fall under Article 1.3?…The hospital sector in many countries…is made up of government and privately owned entities which both operate on a commercial basis, charging the patient or his insurance for the treatment provided…It seems unrealistic in such cases to argue for continued application of Article 1.3 and/or maintain that no competitive relationship exists between the two groups of suppliers or services”

The impact of the National Treatment rule on public health services would presumably have an effect similar to that predicted for public education. That is, the public health system would be privatised.  In a market-dominated field the poor would be particularly at risk of not being able to access health care, with the safeguards offered by a public health system being undermined. 

The Doctors Reform Society has grave concerns about the potential GATS poses to the public healthcare system and the mandatory universal healthcare insurance system:

“Under the full implementation of the GATS, the Australian government would be required to provide the same subsidies and grants to US and other foreign private interests that Australia already provides to Australian public institutions. Ultimately, Australia would have a US-style free market health system. The USA’s healthcare system is an example of failure of free market delivery of healthcare with limited government regulation and involvement. It is more expensive, less efficient, less equitable and has worse health outcomes.”
 

The commodification of healthcare threatens the basic human right to equitably accessible, affordable public healthcare at both a national and international level.

Water

The consequences of making supply of water subject to GATS are that the horizontal obligations of market access and national treatment would be applied, subject to any horizontal commitment by Australia limiting its obligations to liberalise.  This would seem to make it more likely that public water supply services by public utilities would be targeted by the EU or US, whose multinationals exercise such market dominance.  

A challenge would probably take the form of a complaint by the US or the EU that a particular mechanism by which one of the Australian states supplies water to the public operates contrary to the GATS obligations and is in fact a restriction on trade.  The capacity of Australian governments to regulate in this area would be constrained by the need to avoid Dispute Panel rulings to pay compensation to affected countries.

Such important public policy issues should be democratically decided by governments after public debate, not negotiated in trade agreements.  On this basis alone the government should oppose any reclassification of environmental services.
The impact of the GATS on the ability of all levels of government to regulate services and own public assets

Yet another assurance the Federal Government has given is that it will not agree to: 

“any diminuition of our overall right to regulate that would constrain our ability to pursue legitimate policy objectives in the regulation of services sectors”

Proposed changes to the GATS in the current negotiations include the application of a ‘necessity test’ and a ‘least trade restrictive’ test to some government regulation of services. These proposed tests would cover areas including qualifications, licensing requirements, and technical standards. 

Such tests could mean that government regulation could be more easily challenged under the WTO disputes process and possibly challenged as barriers to trade.

I am strongly opposed to any agreement or measures on investment which seek to remove or weaken the powers of national governments to regulate foreign and transnational investment.

Agreements such as those proposed under the now defeated Multilateral Agreement on Investment (MAI), would act to prevent limits on foreign investment and on governments placing requirements of foreign investors to use local products or train local staff, make use of government purchasing and to develop local industry. 

The obligation of WTO members to progressively liberalise all service sectors is mentioned in DFAT’s discussion paper but no comment or analysis is given as to the implications of such an obligation, which effectively narrows the policy choices of future governments.

I would urge the Government instead to openly oppose any proposals on investment rules or agreements in the WTO which would limit the rights of governments to regulate investment, and argue against any proposals to implement any form of Investor-State complaint mechanism. 

Australia-United States Free Trade Agreement

Economic impact of the AUSFTA on Australia

Australia’s unequal bargaining position 

The bilateral negotiation in question would place Australia in an unequal bargaining position

Peter Hartcher aptly outlined the glaring economic disparity between the two countries in the Australian Financial Review last November when he wrote: 

“We are now committed to negotiate a free trade agreement with a country whose defence budget is bigger than the entire Australian economy. The US has a cookie market the size of the Tasmanian economy, a pet care market as big as South Australia's total annual output. Americans spend as much on tax compliance services as the value of everything that Victoria produces, and as much on shoes as the value of the entire state economy of NSW.”

 Why, Hartcher asks, is the “global superpower with the $US10 trillion ($17.75 trillion) economy interested in a free trade agreement with a South Pacific middle power with a $US400 billion economy”?

The DFAT commissioned report on the proposed agreement by the APEC Study Centre notes that Australia's national output is only 4% of that of the United States, and proceeds to state that for the US:

 "an FTA is thus a much less significant national economic decision than for Australia".

The US obviously has very little to gain from this agreement and is therefore in a position in which it can maximise its demands whilst making few concessions to Australia.  

Economic benefits for Australia

In a presentation to the Conference on an Australia-United States Free Trade last August, Ross Garnaut, Professor of Economics at the Australian National University’s Research School of Pacific and Asian Studies said that:   

“Australian economic prospects are unlikely to improve, and may deteriorate significantly, if Australia were to move from talking about a Free Trade Agreement with the United States, to implementing one ... A realistic assessment suggests that even the modest gains beyond those from Australia’s own liberalisation of imports exaggerate the benefits of a free trade agreement with the United States.” 

Garnaut went on to point out that:

“Clean free trade is unlikely in the goods identified as providing the main potential for gains. Whatever goodwill is felt towards Australia by the United States Administration, protectionist pressures, always given some expression through the Congress’s decisive role in trade policy, are particularly strong in commodities in which Australian export interests are concentrated: grain, sugar, dairy products, meat, textile fibres, steel.”

Despite the Government’s initial claims that this trade deal is worth around $4 billion a year to the Australian economy, the Foreign Affairs Department trade specialist Stephen Deady admitted last November that the $4 billion estimation “was a rough figure which had come about when the Australian dollar was weaker against the US dollar”.  When pressed further he admitted that under the current exchange rate, “the trade deal would be worth less than $4 billion”.

The “$4 billion of benefits”
 comes from the Centre for International Economics’ report Economic Impacts of an Australia-United States Free Trade Area, commissioned by the Australian Department of Foreign Affairs and Trade. The limiting assumptions specified by DFAT for this paper “excluded some of the most important real-world costs” such as “extra transport and transactions costs from re-arranging established patterns of trade”.

Garnaut asks: “Has Australia used its access and influence effectively in support of its general interests in United States trade and industry policy?” 

“The last year of United States trade and industry policy has been the most damaging in the postwar period for Australian export interests: the Farm Bill; beef quotas becoming restrictive again; and steel protectionism, especially through its effects on East Asian steel exports. The fine political balance in the Congress was always going to create difficulties for trade policy, but could it have been this bad for Australian interests if these issues had been at the top of our priorities?”

Impact of a FTA with the US on Australia’s Multilateral and Regional Interests

A FTA with the US could have profound ramifications for Australia’s multilateral and regional interests. 

Garnaut says: 

“an Australia-United Free Trade Agreement had potential to be economically damaging to Australia, and incidentally damaging to the Australia-United States political relationship, to Australian relationships in East Asia, and to political support for liberal policies in Australia”.
 
Although some supporters of a FTA (including US Trade representative Bob Zoellick) assert that the United States is Australia’s most rapidly growing export market, Garnaut describes the claim as “simply false”:

“Merchandise exports to China have increased more than exports to the United States, over the past year, over the past 10 years ... Australian exports of goods and services to China have increased more than exports to the United States, over the past year, over the past 10 years and over longer periods”

The main cost Australia would face under a free trade agreement with the US would involve “Australia’s non-discriminatory access to markets in East Asia and the rest of the world through its effects on other countries’ policies and the trading system”. In the worse case scenario Garnaut said “the cost to Australia of fracture in the open, multilateral trading system would be very large indeed”

There will undoubtedly be negative effects on Australia’s relationship with neighbouring trading partners if a FTA with the US was implemented.  

The DFAT commissioned study by the Centre for International Economics found that: 

“The effects of an Australia-United States Free Trade Agreement on overall expected return to capital would be negative for Asia as a whole and for all but two Asian economies”.

Australians would be foolish to “think that systematic trade discrimination against East Asian economies, leading to reductions in Australian imports from and overall rates of return on investment in these economies, would not lead to reactions which reduced Australian market access”.
 

Social and Cultural impacts of the AUSFTA on Australia

- Removal of Australian local content rules for film and television. 

Australian content rules are a vital pillar of Australia’s cultural identity which ensures that Australian stories are told on film and television. These rules ensure a local skills base which enables quality 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. 
The Australian government should support the exclusion of cultural services from FTA negotiations to ensure that government can continue develop policy to ensure continued local content in film, television and other media.

- Abolition of the Pharmaceutical Benefits Scheme

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

Environmental impacts of the AUSFTA on Australia

- Pressure to accept GM crops and imported GM food

The information available about the upcoming FTA negotiations have led to concerns that Australia will be pressured to accept GE crops, as well as GE food imports.

Cam Walker, the national liaison officer for Friends of the Earth Australia, said last November: 

“Any free trade deal with the US should not compromise either existing Australian Quarantine rules or our biosecurity. The US has been locked out of many export markets due to widespread GE contamination and they have been pushing GE heavily as part of their international trade agenda. Nobody wants these risky products, so the US is trying to force them onto other countries through trade bullying. Even US food aid has been rejected due to GMO contamination. GE crops will not benefit Australian farmers. As well as problems of herbicide resistance and increase use of chemicals, Australian producers will lose their ‘clean green’ image in international markets.”
 

- Abolition of Food Labelling for food containing Genetically Modified Organisms (GMOs)

The US is the largest producer of food containing GMOs 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 GMOs so that they can make an informed choice .

The US has threatened to take action in the World Trade Organisation against European labelling for GMOs 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 GMOs. This is an outrageous attempt to remove the right of informed choice from consumers and should be rejected.

- 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 some areas, and the impact of such diseases would be devastating. The government should not compromise these standards in trade negotiations.

The National Farmers Federation's trade expert, Lyall Howard assured Tom Allard and John Garnaut from the Sydney Morning Herald last November that: 

"We're not going to let products in that have diseases. They find that frustrating, because they've got diseases we don't want. We're not watering down our standards for anyone."

Patricia Ranald concurs and asks the question that many Australians are inevitably asking:

“How can we contemplate reducing quarantine rules in the wake of the Mad Cow and Foot and Mouth disease scares?”
 

The threat that the AUSFTA poses to Australia’s political sovereignty  

Whilst trade and security issues haven’t been officially linked in the past, the US government is linking the FTA with the US security alliance. The linking of security and trade issues in the context of this proposed agreement is a serious mistake and could be detrimental to Australia's independence in both foreign policy and trade policy.

US trade representative Bob Zoellick outlined in a letter to Congress that a free trade agreement with Australia would "strengthen the foundation of our security alliance"

Melbourne University trade expert, Ann Capling told the Sydney Morning Herald late last year that she was shocked at the link made between of security and trade:

"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."

Dr Patricia Ranald, the convenor of the Australian Fair Trade and Investment Network has pointed out that: 

“Some commentators have also raised the possibility of trade offs on defence policy, with the US wanting more active support from Australia for its National Missile Defence system, a system which has been condemned by most countries of the world for undermining historical gains in nuclear disarmament.”
 

In the article “Free trade comes with strings attached” (published last November), Hugh Mackay described the Bush Administration’s aspirations for a FTA with Australia to “strengthen the foundation of our security alliance", as sounding:

“suspiciously like an offer to reward Australia's willing embrace of US military strategies by creating more liberal trading opportunities for us”.

What could that potentially mean? 

“Does the US Administration mean to say that if Australia proved to be a less than uncritical military ally, the trade deal would be off? That would suggest an economic imperialism of breathtaking arrogance: would the US really try to intimidate us by the threat of economic sanctions if we failed to support its military goals? ... Surely an Australian decision not to support a unilateral US attack on Iraq, for example, would have no impact on America's willingness to trade with us - or would it?”.

If the Australian government agrees to this dangerous marriage of trade and security in its negotiations, there’s no doubt that:

“Australia will be drawn into a deal that ... not only puts military conditions on our trading arrangements, but also challenges our right to retain control over our own economic destiny”.

A closer economic relationship with the US should not effect Australia’s relationship with other countries or compromise Australia’s political sovereignty. 

Mackay identified the all-important question which must be asked when considering the ambit of this agreement when he wrote: 

“how much control should trading partners exert over each other's economic and cultural sovereignty?”

He then preceded to say: 

“That's just a polite way of asking a more sleazy question: how much bribery or blackmail should be built into the price of anything? The tension between economic pressure and moral values is as old as trade itself, and now we are going to see, up close, how a modern democratic government resolves it.”

Mackay cited the Federal Government’s failure to make official contact with the Dalai Lama on his recent visit to Australia as an example of the tension that exists between a country’s economic ties on the one hand, moral values on the other: 

“any suggestion that the Australian Government might be offering support or encouragement to Tibet's spiritual leader-in-exile would be bound to offend the Chinese Government, since China refuses to accept Tibet's independence and is engaged in a process of brutal repression of its religion and culture”.

How many Australians were surprised when, only weeks later, the Prime Minister announced that Australia had just brokered our biggest gas deal ever, with China?

Formulation of Australia’s mandate in the AUSFTA 

Australian services and policies which are US targets in the Negotiations

I have serious concerns about the following list of Australian services and policies which are deemed by the US government as “barriers to trade”. These 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 

- Removal of all controls on Investment

Any proposal to abolish the Foreign Investment Review Board or existing requirements for minimum Australian ownership in any industries should be strongly opposed by the Australian government. 

The Australian government should strongly oppose any agreement which seeks to remove or weaken the powers of national regulatory bodies (and simultaneously the Australian government), to regulate foreign and transnational investment.

Australia has specific investment restrictions through legislation in only a few strategic industries like the media, telecommunications and airlines. If these few remaining restrictions were to be weakened, all of these industries would be vulnerable to US takeover.

- Treating essential services as traded goods and reducing the right of governments to regulate to ensure equitable access to them
I am very concerned that the Australian government is seeking to “address government-level impediments to increased commercial exchanges” in the upcoming FTA negotiations. The perception of government provision of public services as “government-level impediments” or “barriers to trade” poses a major threat to democracy and may inevitably lead to the demise of most public services. 

In the letter US trade representative Bob Zoellick sent to Congress last November, he wrote that a FTA with Australia would seek "enhanced access for US services firms to telecommunications and any other appropriate services sectors".
 

Essential services like telecommunications, health, education and water should not be treated as commercial goods and should not be signed away in a trade agreement.

Patricia Ranald: 

“Essential services like electricity, water, health and education do not respond to market forces in the same way as widgets or apples. They also require massive investment, long term planning have relatively low rates of return. This means that privatised services must not only be regulated by governments, but must also often be subsidised by taxpayers if they are to provide equal access for the whole population”.
  

I note that the Australian Government has supported both a “necessity test” and the “least trade restrictive” criteria in these negotiations. Australian regulation of services in areas like licensing requirements, qualifications and technical standards could come under challenge if the WTO "least trade restrictive" criteria were applied. 

With this in mind, I strongly urge the Government to reconsider its position on the grounds that it will reduce the ability of Australian governments at all levels to regulate in the public interest. The Australian government shouldn’t enter into any agreement which will reduce the right of national, state and local governments to regulate to ensure that there is equitable access to high quality services. 

I further oppose any moves to apply "national treatment" rules to government purchasing and subsidies which would give transnational corporations access to government purchasing contracts and to government funding of public services. 

The inclusion of our essential services in the upcoming negotiations could also result in “job losses, reduced conditions, and further job insecurity as privatisation, deregulation and commercialisation are imposed”.

The potential inclusion of Australia’s essential service industries in this bilateral trade negotiation could result in the evolution of what Australian economist Richard Sanders describes as “global National Competition Policy”.
 

“The reason is that public funding is seen as a subsidy under these (international) agreements, and GATS will treat subsidies as unfair competition or barriers to entry for foreign services and suppliers”.
 

I have grave concerns about the extent to which this free trade agreement will undermine the capacity of elected governments to regulate economies in the interests of their citizens, leading ultimately to the “concomitant diminution of the vitality of democratic politics”.
  

- 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 which ensure that smaller local firms 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.

As such I strongly urge the Government to oppose any moves engage in negotiations aimed at removing the rights of governments to use government procurement to promote local industry development.

Transparency of the AUSFTA negotiation process

Whilst I welcomed the Department of Foreign Affairs and Trade's Office of Trade Negotiations’ call for public feedback on the proposed Australia-United States Free Trade Agreement at the time, I had numerous misgivings about the manner in which the pre-negotiation consultation process has been carried out. 

Despite the Government’s assurances that it would:

 “accord high priority to the views and expertise of different groups on issues to be covered by the negotiations, including with business, interested organisations and the public”, 

the expectation that interested stakeholders be able to contribute to this incredibly important process, having received little to no consultation about the ramifications of a closer economic relationship with the United States, and with little to no opportunity for engagement and/or exposure to public debate about the potential implications of this bilateral trade agreement, lead me to have some doubts about whether feedback from the public was really considered to be an “integral part” of this process. 

As the call for public submissions was made late in November 2002, with a deadline in mid-January 2003, I struggled to fathom how the majority of interested stakeholders would be able to contribute to the AUSFTA pre-negotiation process during a period when most Australians were not only celebrating the festive season, but enjoying their annual summer holidays.

Conclusion

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 are unacceptable and would damage Australia's economic independence, culture, health and safety. 

In relation to the General Agreement on Trade in Services, community organisations have demanded a moratorium on GATS negotiations to enable a review of the impact of the existing agreement and full public discussion of proposed changes. They also want commitments from government and opposition parties that they will oppose any reduction in the rights of national regulation in the public interest and that they will exclude public services from trade agreements. Finally they want full public debate and parliamentary scrutiny of all trade agreements before they are signed, and a more democratic and accountable system of international trade negotiations. 

As Patricia Ranald says: 

“Decisions about essential services should be made at local and national levels after open democratic debate, not secretly signed away in trade agreements.”

I support ACTU President Sharan Burrow‘s call for Prime Minister John Howard to “end the secrecy surrounding the Government’s negotiations on the GATS ... (and) allow time for a full public debate, including in both Houses of Federal Parliament”.

"The GATS agreement is one of the most important economic and social decisions facing Australia, but the Federal Government is refusing to provide details of what services and industries it is prepared to trade off. The GATS agreement will be binding on State and Local Government services but they have no say in the negotiations.”

There is a growing global movement against the secretive and undemocratic structures of the World Trade Organisation. The General Agreement on Trade in Services has been devised behind closed doors with no opportunity for public input and debate. The opposition to the WTO’s lack of transparency and accountability in the crucial decision-making process is growing stronger. 

With the profound and wide-ranging impacts of both the AUSFTA and the GATS in mind, I urge this committee to pressure the Federal Government to: 

· Disclose full details of its specific requests to other governments;

· Disclose full details of the specific requests made to it by other governments;

· Disclose full details of the government’s proposed responses to the requests of other governments

· Delay responding to the requests of other governments until time has been allowed for public discussion of the Australian government’s proposed responses;

· Take into account the above public discussion in formulating its responses to other governments’ requests;

· Support the exclusion of all public services from the GATS, including public health services, public education services postal services and water services, and decline to make further commitments in public services;

· Oppose any proposals which would remove the right of Australia to regulate levels of foreign investment in any industry;

· Oppose any proposals which would open up the funding of public services to privatisation;

· Oppose any reclassification of environmental services;

· Oppose any proposals which would reduce the right of governments to regulate services, including the application of a ‘least trade restrictive’ test to regulation, and

· Submit all policies on GATS to full parliamentary debate and a parliamentary vote before commitments are made.
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