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Introduction
The Australian Rail Tram & Bus Industry Union represents 35,000 employees across Australia, in an important service industry. The RTBU is an affiliate of the Australian Council of Trade Unions and of the International Transport Workers Federation (ITF), and is a member of the Australian Fair Trade and Investment Network.

The RTBU has participated in the public debate on Australia’s international trading and investment policy since the 1998 debate on the draft Multilateral Agreement on Investment which was being debated in the Organisation for Economic Cooperation and Development. The draft MAI was an intensely aggressive assertion of corporate rights over national democratic processes, and was defeated by a global wave of objections.

The RTBU has also made submissions to parliamentary inquiries on Australia’s relations to the World Trade Organisation and written to the Minister for Trade about our concerns with the General Agreement on Trade in Services, and on the proposed Australia – US Free Trade Agreement.

In all this work, we have expressed our deep concerns at the impact of corporate globalisation on the economic, social and environmental development of Australia, as well as the impact on the poorest people in developing countries, who represent the majority of the world’s population.

We are disappointed that the Australian Government has decided to pursue this FTA initiative with the US government, despite the world-wide concerns, expressed also by many Australians, at the neo-liberal direction taken in international trade and investment policy, which Australia has also pursued since 1983.

The RTBU is deeply concerned with the free trade and investment agenda being pursued by Australian governments since 1986. We see the current round of GATS negotiations in the World Trade Organisation as a major challenge to our members and the Australian people, in their desire for reliable, high quality public services and the protection of their basic human rights to safe, accessible water, energy and other services, as well as job security.

Summary

The Rail Tram & Bus Union believes that the proposed Australia-US Free Trade Agreement will be to the severe detriment of Australian society in terms of:

· Jobs

· Cultural development

· Economic development

· Military relationships and strategic policies

· Relations with other countries in the Asia-Pacific and Indian Ocean regions.

The RTBU strongly recommends that the Australian Government withdraw from the negotiations with the USA for a Free Trade Agreement, and initiates an independent public review of Australia’s trade policy.

The RTBU strongly supports the inclusion of the proposed Australia – USA Free Trade Agreement in the terms of reference for the Senate Inquiry into the WTO General Agreement on Trade in Services.

The RTBU protests in the strongest terms at the secrecy with which the Australian government has participated in the GATS negotiations. While the RTBU welcomes the recent publication of the offers the Australian government has made, we note that this offer can change at any time, during negotiations, without further reference to parliament or the people.

We have not been informed, except by leaks, about what may have been asked of Australia by other governments.

This amounts to an undemocratic, paternalistic process, whereby important parts of the daily life of millions of Australians may be bargained away, but people will only find out about it at the end of the process, and will have no capacity to intervene in their own interests.

The RTBU calls upon the Australian government to fully state now, at this late stage, its specific objectives in the GATS round, how these relate to other WTO negotiations, and to state now that basic services in health, education, welfare, the media, coastal shipping and rail safety regulation are not up for negotiation.

Australia’s trade and investment policy

Australia has been at the forefront of trade liberalisation, deregulation and privatisation since the floating of the Australian dollar in 1983. The trade liberalisation agenda, by sharply reducing most tariffs to 5%, has reshaped our economy. The industrial and industrial services sectors have contracted, and become more export-oriented. However, Australia’s voluntary liberalisation program has not met with equivalent access to the markets for industrial goods and services, and agricultural products in other countries. Yet the stated aim of both Labor and Coalition Governments, especially through Australia’s leadership of the Cairns Group in the World Trade Organisation, has been to win greater access to the agricultural markets of the USA, Japan and the European Union.

Australia has taken a high profile role in the Asia Pacific Economic Cooperation process and in the World Trade Organisation to support the US trade and investment liberalisation agenda. However, these multi-lateral processes about global trading rules have stalled since the 1997 Asian financial crisis, and the 1999 Seattle Ministerial meeting of the WTO. Australia’s response to this obvious problem with the global neo-liberal agenda has been to shift emphasis to the bi-lateral Free Trade Agreement track, first with tiny Singapore, and now with the giant USA.

While Australia’s trade in elaborately transformed manufactures and services has expanded, and its overall trade performance has expanded, it continues to rely heavily on mineral, energy and agricultural exports. Mineral production, and energy-intensive, broad acre cropping and intensive animal husbandry are not environmentally sustainable, but are being expanded to cope with our trade and current account challenges.

Moreover, imports of manufactured goods and services have expanded even more, and Australia continues to have a chronic current account deficit. At the same time, Australia has been less able to renew its basic infrastructure and social services, and less able to provide secure employment with good wages and working conditions, and less able to expand and deepen the skills of the workforce.

Australia’s trade and investment policy has been a strategic failure, and needs a radical review, to reorient it to create secure jobs, and to rebuild Australia’s basic public services in health, education, housing, transport and welfare.

The Department of Foreign Affairs and Trade commissioned the APEC Study Centre to report on the proposed FTA with the United States. The APEC Study Centre report argues that the main benefit from the proposed FTA is the ‘liberalisation’ it would force in the multilateral track. This is a dubious claim at best, and raises doubts about the more specific trade and investment benefits claimed for the proposed FTA. 

The proposed FTA with the USA is an ideologically-driven initiative, aimed at producing some kind of ‘progress’ on the free trade front, after several years of frustration of the multilateral processes of the World Trade Organisation and APEC.

Australia’s economic relationship with the USA

Australia’s economy is just 4% of the size of the US economy, making the proposed Free Trade Agreement talks something like a minnow talking to a whale.

The US today represents Australia’s greatest source of foreign investment, and is as large a trading partner as Japan, and it is the largest target for Australian foreign investment. This relationship has grown fast in recent years, because of the collapse of some Asian markets since the 1997 Asian financial crisis.

Australia accounts for just 1.6% of total US exports, and just 0.7% of total US imports.

On the other hand, the US accounts for 11% of Australia’s exports, and about 20% of Australia’s imports.

Australia runs a large and growing trade deficit with the USA, reflecting the chronic Australian problem of exporting mineral and agricultural products while importing elaborately transformed manufactures and capital goods. The deficit with the USA in 1999-2000 was A$13.4 billion, according to the Australian Bureau of Statistics.

This fast growth in Australia’s trade with the USA is not unique. Since the 1997 Asian crisis, and similar serious problems in Russia, Brazil, Argentina and Turkey, capital and investment shifted to the USA on a global scale.

Given the current and projected strength of the US economy in technological advances and manufacturing, a Free Trade Agreement between Australia and the USA is likely to aggravate this structural problem in Australia’s economy.

To illustrate the likely impact of an FTA, US corporations will want to sell more cars in Australia, and like to buy more Australian wine. That doesn’t add up to a good deal for Australia, and will hardly be noticed in the USA. 

According to the second study commissioned by the Department of Foreign Affairs and Trade, this time from the Centre for International Economics, an Australia – USA FTA will give Australia significant gains in sugar and dairy exports, and will give the USA a massive gain in exports of car and car parts and other metal products into Australia.

While the Centre of International Economics also argues that there will be trade gains for the whole world from the proposed FTA, this runs counter to the views of other economists, and to common sense. Ross Gittens, for example, argues that “bilateral FTAs … do more to shift our trade to the favoured country and away from our other trading partners than to increase our overall trade” (Sydney Morning Herald, Dec 9, 2002, ‘Free Trade Agreement is Howard’s ticking bomb’)

If the FTA allows both Australia and the US to export more, and for both to experience greater gains in exports than imports, and at the same time for the exports of the whole world to expand, there must be something missing from the model.

The study promises that Australia’s Gross Domestic Product will be 0.4% higher than otherwise by 2010 – after nine years of the FTA and after four years of its full application. By 2020, the total benefit to Australia in GDP would be US$15.5 billion. That breaks down to an average gain of just US$816 million per year (in today’s A$, this is $1,724 million per year). Since it is unlikely that the full FTA will be achieved, the benefits will actually be less than this. So even if all the assumptions of the study come true, the economic gains are small, and could be outweighed by events like droughts, wars and economic downturns.

The Australian and US economies, so lopsided in scale, are similar in profile, rather than complementary. What Australia exports – minerals, agricultural commodities and a range of manufactured product – the USA also exports, on a far vaster scale. A Free Trade Agreement between the two would not integrate different strengths to the benefit of both, but simply absorb the Australian economy into the processes of large US corporations in a range of industry sectors.

This danger is unwittingly spelt out in the APEC Study Centre report:

“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”. (APEC Studies Centre, 2001: 48)

Linking a Free Trade Agreement to the US – Australia Security Relationship

In statements made to the Australian media on November 14, 2002, and in his formal letter to the US Senate on November 13, US Trade Representative Robert Zoellick stated:

“In addition to complementing our partnership with Australia on global and Asia-pacific trade issues, an FTA would also further deepen the ties between our societies and strengthen the foundation of our security alliance. We are already partners in the areas of intelligence, military inter-operability, command-and-control, and security planning. An FTA would facilitate the building of new networks that enhance our Pacific democracies’ mutual interests, shared experiences, and promotion of common values so that we can work together more effectively with third countries”.

This is the first formal linking of Australia’s trade relationship with the USA to Australia’s military alliance with the USA, after many years of denial of any link. Whenever Australian farmers questioned the value of Australia’s military commitments to the US, when faced with significant trade barriers in the US market, the Australian government has always claimed that there would be no trade off or bargaining of military issues against trade issues. That particular ‘chinese wall’ is now gone.

However, the FTA agenda as presented by US Trade Representative Zoellick does not indicate that the US government intends to give the Australian economy any real boost in exchange for Australia’s high profile global support for US military unilateralism.

Indeed, linking the FTA to the military alliance shows that the FTA is part of an overall political, economic and social incorporation of Australia into the USA, despite the large ocean between the two continental territories.

The RTBU emphatically rejects the assumption that Australia must forego its relative independence, in order to create a prosperous, safe and sustainable future for our society and its coming generations. The RTBU is confident that this is the view of the great majority of Australians. Any substance to the view that Australia is an appendage to the USA will damage our relationship with other nations.

Sectoral impacts of an Australia – US Free Trade Agreement

The study by the Centre for International Economics on the likely benefits of the proposed FTA claims US$2 billion (A$3.448 billion) in the year 2010, half of which would come from greater access for Australian agricultural products in the US market, and half from the lower cost of US imports into the Australian market.

These broad claims must be qualified on the one hand by a realistic assessment of the opposition of the US farm lobby, and on the other by some thought of the impact of cheaper US products on the job market in Australia.

It is unlikely that Australian farmers will gain much greater market access in the US, and this is the view of the National Farmers Federation. So there are doubts about the scale of half the proposed benefits for Australia. 

Manufacturing

Australia’s car industry, with protection at 15% now coming down to 10%, and the Textile Clothing and Footwear industry, with protection at 25% and 15% also coming down, are the most vulnerable to the FTA. All other sectors have a nominal 5% tariff, which is still of some value to maintaining Australia’s shrinking industrial base.

The Zoellick letter spells it out – these tariffs have to be eliminated, though there can be an adjustment period for the more sensitive products – cars and TCF products. Zoellick in particular said that the US aims to have “fully reciprocal access to Australia’s market for US textile and apparel products”.

The car and TCF sectors are major urban and regional employers in Australia. The debate about the FTA, as with the APEC Bogor Declaration and the recent zero-tariff bids for the WTO, has not addressed the likely employment and regional costs of this policy. What will become of working people and their families in Adelaide, Geelong and regional Victoria when the car and TCF industries are wiped out?

The RTBU supports the views of the Australian Manufacturing Workers Union that an FTA “corporate giants will have the power to pick and choose the cheapest location to manufacture their goods, grinding down the cost of labour to squeeze every last bit of profit out of its workers. For Australian workers, that means slashing wages and conditions to make us ‘competitive’ with countries where, sadly, wages and conditions are far below those we enjoy”. (AMWU Summer 2003)

Quarantine

The Zoellick letter strongly argues that Australia is using “sanitary and phytosanitary measures” as a barrier to trade and wants Australia to “eliminate any unjustified SPS restrictions”. [SPS refers to quality and health standards for products and services.]

Australian agriculture enjoys a natural benefit from Australia’s island status, which means that so far it is free of many pests and diseases that affect agriculture in other countries. If the quarantine barriers to these pests and diseases is weakened through the FTA, and these pests and diseases appear in Australia, then Australian farmers and the country as a whole will be net losers from the FTA.

According to the Sun Herald, ‘Most Australians do not think quarantine rules to keep out diseased food are a terrible barrier to trade. Nor do they believe the pharmaceutical benefits scheme should be scrapped in the name of free trade. Yet relaxing our quarantine rules and abolishing the PBS are two of the surprising items John Howard has put on the negotiating table in an effort to nail down a free trade agreement with the US’ (December 22, 2002).

Agriculture

The Zoellick letter calls for the elimination of Australian single marketing desks for wheat, barley, sugar and rice, and for the end of any special financial arrangements for government trading enterprises. Given the domination of trading in these commodities by US corporations like Cargill and Conagra, this is a formula for lower returns to Australian farmers, with consequent regional and economy-wide impacts.

Genetically-Modified Food

The Zoellick letter calls for the end of Australia’s current regime for labelling foods containing GMO ingredients. GMO is a US technology and this measure is a naked assertion of a narrow US interest against the basic right of people to know what they are eating.

Australia must retain its right to regulate food and food labelling, and this should not be signed away in the proposed FTA.

Services

Zoellick’s letter says that the US will pursue “enhanced access for US service firms to telecommunications and any other appropriate service sectors”. The targets here are essential services like telecommunications, health, education, power, water, and transport. The goal of treating these services like traded commercial goods overrides the current Australian view that these services should be regulated by democratic political processes, properly regulated in the public interest, and often that they should be in public ownership. 

Australia’s right to regulate these services should not be traded off in an FTA, or in the WTO.

Zoellick also spells out the FTA should make Australia protect US corporate dominance in the internet and other digital services where it has massive dominance. This is not in Australia’s interest.

Investment

Zoellick’s letter calls for the abolition of the Foreign Investment Review Board and the abolition of any requirements for minimum ownership in any industries. 

The FIRB routinely approves all foreign investments, but occasionally, as in the recent Shell bid to take over Woodside and with it control of the North-West Shelf gas field, it blocks some investments in the name of a ‘national interest’. An FTA would eliminate this basic power.

By law and policy, Australia limits foreign ownership of Qantas, broadcasting, banks and Telstra. An FTA would make all these industries vulnerable to US corporate takeovers, despite the consistent view of a majority of Australians that Telstra should not be privatised.

Pharmaceutical Benefits Scheme

The Zoellick letter also calls for changes to government purchasing in Australia, which encompasses the Pharmaceutical Benefits Scheme. The PBS guarantees access to medicine at affordable prices to almost all Australians, and one of the benefits of government purchasing power is that a lower price can be achieved for the medicines that would otherwise happen in the retail market. This has been consistently attacked by US pharmaceutical companies on the ground s that it reduces their profits.

The PBS was created through Australia’s democratic political processes, it is a very important social good, and must not be signed away as if it is just a commercial factor in the FTA.

Government procurement

The US goal of including US corporations automatically in all Australian government procurement markets with “fair, transparent and predictable” rules would end the use of government procurement as a means of job creation, industry development and technology transfer. The return favour of Australian corporate access to US government procurement would not compensate for the strategic loss involved.

Media

The Zoellick letter in its goals relating to trade in services encompasses the elimination of Australia’s local content rules for television and support for the film industry. The US dominates the global market in television and film, and it does not need any help from anybody. But the Australian media industry, with its current broad base of skills, is vital for the expression of and the development of Australia’s cultural identity. This cannot be sacrificed to the abstraction of ‘free markets’ in the proposed FTA or in the WTO.

Impact of Australia – USA FTA on Australia’s other relationships

The adoption of an FTA with the USA would confirm in the minds of our many neighbours that the region comes second but the US comes first for Australia.

Australia’s long-term economic and security interests are in the region, but an FTA with the USA would greatly degrade Australia’s well-earned store of goodwill in the region.

While the APEC Study Centre report tries to brush away any concerns about the long term effect of the FTA, it is impossible to ignore the diplomatic uproar that has greeted recent Australian assertions of the right to military intervention in neighbouring countries and the negative travel advisories. These follow the pattern of the ‘deputy sheriff’ statement of 1999.

Despite the claim to the contrary, it is more than likely that an FTA between Australia and the USA will divert some trade and investment from the region to the USA. Yet the impacts of the 1997 Asian crisis and the current US economic slow-down are causing severe economic pain in the region.

Australia did contribute A$4 billion to the IMF bailouts of Indonesia, Thailand and Korea in 1997-2000, and this was part of a longstanding positive orientation to the region. But an FTA will signal very clearly that those days are gone.

Australia and the GATS negotiations in the World Trade Organisation

Transport sector concerns

The RTBU notes that transport services are already open to foreign direct investment on non-discriminatory terms, except for the ownership provisions set out in law for Qantas. We oppose any change to the ownership provisions for Qantas.

We believe that our urban public transport services and now our rail freight services have suffered as a result. We strongly urge the Australian government to resist any requests for further liberalisation in the transport sector.

In our own sector, we are concerned that the requests will be made for reduced domestic regulation of rail, tram and bus areas with regard to licensing, qualifications and technical standards, on the basis that these are a ‘barrier to trade’. The rail sector in particular is still struggling to establish an adequate safety regime and safety culture after the firestorm of privatisation and competition reform in the last seven years. The RTBU has been arguing strongly for more regulation that would require more rigorous technical standards for rail equipment, rail safety cases, and national competency-based training standards for rail workers, before rail owners, operators and maintainers are accredited under our rail safety laws.

The recent spate of fatal train accidents in Victoria, South Australia and New South Wales underlines our case. We have experienced the use of freight wagons imported from China, where their braking systems have been grossly inadequate, but they have been accredited for use.

Safety should not be categorised be a ‘barrier to trade’, and our rail regulation must not be softened in the GATS negotiations, and there must be no barrier from GATS to the current processes in Australia to strengthen our rail safety regulation regimes.

The RTBU strongly objects to requests for access to multi-modal terminals under GATS. This question has been dealt with under the National Competition Policy, and the current approach is that these terminals are not ‘monopoly services’, but can be replicated at a relatively low cost. If a new entrant is serious about providing transport services, then they should build their own terminals, and not be allowed to demand use of existing terminals.

In the shipping sector, the RTBU strongly opposes any request to further deregulate port services and coastal shipping services by allowing greater use of foreign-flag vessels in the domestic freight task. This issue involves the job security of Australian seafarers, the maintenance of vital maritime skills in the Australian economy, and the environmental protection of the Australian coast and offshore economic zone.

Social services

The GATS round is already a forum for the European Union to demand the privatisation and fragmentation of Australia Post, and for the further privatisation of water services. The RTBU strongly opposes these requests. 

Australia Post is a highly effective public sector communications service which would become high cost or inaccessible for large parts of rural and regional Australia if this request was acceded to.

Water is not just another commercially tradeable service, but a necessity of life. Water privatisation in Australia has been limited, but where it has happened in South Australia and New South Wales, there have already been significant difficulties in relation to water quality. In Manila, a major water franchise has recently collapsed. In the UK, Wales Water is now being transferred back to the community sector.

The RTBU is also aware that US services corporations have objected to the Pharmaceutical Benefits Scheme, and have called for full contestability of health and education budgets. These demands amount to the destruction of our relatively low cost, efficient and accessible public health and public education systems. The RTBU is flatly opposed to any request of this nature because these services are a fundamental part of our democratic society.

Media Services

The RTBU opposes any requests for the deregulation of local content rules for Australian television or the elimination of public support for the Australian film and television industry. The RTBU also opposes any requests for the deregulation of cross-media ownership rules. These systems are very important for the ongoing development of Australian cultural life and for maintaining a minimum level of diversity in the mass media, which is basic to a democratic culture.

Conclusion and Recommendations

It should be clear that it will be Australia, and not the USA, that will be making concessions in the FTA negotiations.

Given the US list of goals for the talks, the outcome will have negative longterm impacts on Australia’s economy, cultural strength, and political independence.

These concessions are linked to Australia’s security relationship with the USA, but recent history in East Timor shows that the USA will not necessarily come to Australia’s military aid, even when it is directly requested.

The FTA is at odds with the aspirations of the vast majority of Australians for an independent role in the world.

The RTBU recommends that the FTA talks be cancelled, and that the Australian government undertake a major independent, public review of Australia’s trade policy of the last 20 years, and explore all the options for trade policy to strengthen our democratic processes, our economy, our social welfare system, our environmental sustainability, and our relations with our neighbours in the Asia-Pacific and Indian Ocean regions.

The RTBU calls upon the Australian government to fully state now, at this late stage, its specific objectives in the GATS round, how these relate to other WTO negotiations, and to state now that basic services in health, education, welfare, the media, coastal shipping and rail safety regulation are not up for negotiation at any stage of the negotiations.
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