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1
Introduction

What is The Grail?

The Grail is an international women’s movement active in 20 countries in Europe, Africa, North and South America, Asia, Australia and Melanesia.  It is a spiritual, cultural and social movement of women grounded in Christian faith and committed to the vision of a world transformed into a global community of justice and peace.  The Grail, as part of civil society, takes its stance in the public arena, collaborating with others with similar values and goals.

How does it focus its efforts? 

It is a goal of The Grail that women have the opportunity to develop their talents and contribute to the society as fully as they are able.  To this end, The Grail focuses on women’s education and personal development, on social and cultural critical analysis and organised action grounded in conviction.

The Grail is connected into a number of different networks: women’s movements and organisations, Christian churches and other religious communities, justice and peace groups, educational organisations and institutions.

The World Trade Organisation (WTO), and especially its General Agreement on Trade in Services (GATS), has been identified by the Global Justice Network of the International Grail as a particular focus for organised effort.   The Australian Government’s proposal for a free trade agreement with the USA is a closely related matter.

Submission perspective

Half the countries where The Grail is established are in the so-called ‘developing’ world and so this submission is being written from the perspective of women citizens of Australia, well informed of the realities of life of people in materially poorer countries.  

It is out of our desire to see more truth, justice, equity and human dignity in the world that we are presenting here some major concerns we have about the WTO, the GATS and an Australia-USA Free Trade Agreement.   We are, for the purposes of this Inquiry, concentrating on questions of Australian policy and practice in relation to the two Agreements and current negotiations. 

2
Affirmation of multilateral framework for just world trade

We affirm the goal of genuine liberalising of trade aimed at ‘promoting the interests of all participants on a mutually advantageous basis and securing an overall balance of rights and obligations while giving due respect to national policy objectives’ (GATS Preamble [my italics]).   

This is a fine guiding principle, but there is ample evidence of decisions and processes of the WTO that do not support this goal.  Power Politics in the WTO, published by Focus on the Global South, and freely available on its website (www.focusweb.org), is based on extensive interviews with WTO Member representatives and makes a compelling case for reform of the WTO.  The WTO is dominated by the wealthiest and most powerful of the nations - and their most powerful corporations - employing tactics of power. The ‘consensus’ of which it boasts is a false consensus imposed through exclusive planning meetings of a few, unequal sharing of information, manipulated meeting schedules and procedures, misleading promises, bullying.  There are good reasons for citizens around the world to mistrust the Organisation and the negotiations it sets in train, because of the wide gap that demonstrably exists between its rhetoric and its workings.

3     Major problems in the General Agreement on Trade in Services

Australia’s commitments in specific service sectors are addressed in Section 4 of this submission below.  First, we draw attention to a number of serious general questions and concerns which arise from an examination of the text of the Agreement.

Article I-3(c)

We have heard the Minister and his Department of Foreign Affairs and Trade (DFAT) assert that the GATS would have no impact on services provided by government.  Clause I-3(b) would seem to confirm this: ‘services supplied in the exercise of governmental authority’ are excluded from the Agreement.  However, the following clause defines the above phrase as follows: 

‘A service supplied in the exercise of governmental authority’ means a ‘service which is supplied neither on a commercial basis, nor in competition with one or more service suppliers’.  

In today’s Australia, many services provided under government authority seem to us to be in competition with one or more service suppliers, eg, public and private education; public and private hospitals and health services; public and commercial radio and television; energy, power and water supplies; telecommunications, roads and railways - and more.  

What makes DFAT confident of its assertion? It seems to us contrary to the text. We need certain proof, beyond simple assertion, that our apprehension is without foundation.

We strongly oppose any commitments under GATS by the Australian Government which puts at risk the equitable provision of any of the services to which all the people have an entitlement at a price that is affordable.  No such provision of services should be vulnerable to challenge, under GATS, from other countries and corporations seeking to trade in services for the profit of shareholders. 

Article XVI-2

The rules for Market Access laid out in this section limit the power of governments – national, state or local – to make decisions about services and service suppliers in those service sectors where the Australian Government makes, or has made, unconditional commitments.   

To give two examples, governments at any level may not:

· place any limit on the number of service suppliers in a given service sector (2a);

· specify a maximum percentage of foreign shareholding (2f).

We believe the Australian Government should not make commitments under GATS  which remove from government at all levels the power to make such decisions as these.

Article XVII

This Article on National Treatment demands that foreign corporations receive at least equal treatment with Australian suppliers of like services.  Governments at any level, wishing, for example, to encourage indigenous tourism enterprises, or foster particular initiatives to boost employment in a depressed local economy, or promote development in a certain sector, may choose to provide assistance through subsidies, grants, exemptions or cost reductions. The operation of this Article will compel these governments to provide the same assistance to foreign corporations and their shareholders offering like services, irrespective of need. 

The impact of this could be an unacceptable burden on the government budget or the abandonment of the policies of assistance.  These GATS rules on National Treatment, once brought into effect by a commitment of the Australian Government, will interfere with the freedom of governments at all levels to implement desirable social, cultural and economic policies.

We oppose the unconditional application of this Article.  The Australian Government should not make commitments under GATS which expose governments at all levels to this interference.

Article XIX

This article obliges all Members of the WTO to its process of successive rounds of negotiations with a view to achieving ‘progressively higher levels of liberalisation’.  It repeats the noble sentiments of the Preamble about ‘promoting the interests of all participants on a  mutually advantageous basis’.  

In practice, however, it has been the wealthiest and most powerful nations with their wealthy and powerful corporations that have insisted on setting a pace for these negotiations which has not been in the interests of the weaker and poorer countries. Without the capital to develop their own enterprises, how can such countries enter ‘advantageously’ into global trade?  ‘Liberalisation’ in these circumstances brings dependence on foreign corporations, in combination with global trade rules that prevent them, practically speaking, from reversing a decision which they find later to have been detrimental to their interests. 

‘…WTO Members’ selective commitments to open services trade are binding and cannot be revoked without penalties…’( DFAT Discussion Paper, Jan. 2003, p.4.)
Despite the fact that there is some provision for the so-called ‘developing’ countries to take longer to implement the requirements of the Agreement, they meanwhile continue to be under intense pressure to push on with new rounds, as occurred at the last Minister’s Conference in Doha (cf. Power Politics in the WTO).

Who benefits from this drive to ever increasing levels of commitment to so-called ‘liberalisation’, combined with trade rules that bind countries under pain of severe penalties to decisions made, however defective and harmful to the welfare of their people they may be?  This is not a rhetorical question, but one that the Senate Inquiry seriously needs to address.

It is evident from a critical reading of the GATS that it is not in the interests of the people of Australia, either, for our Federal Government to expose to foreign ownership and management services to which the entire community has a claim; and even less in their interests to do so under global trade agreements with strong built-in deterrents to any reversal of a decision once made. 

The Australian Government should refuse, and continue to refuse, to make commitments under GATS without explicit conditions which protect the rights of government at all levels to make decisions freely, without penalty, in favour of the personal, social, cultural and economic welfare of the Australian people. 

Furthermore, the Australian Government should be seen to be on the side of justice and fair play and should support, rather than oppose, the reform of WTO structures and processes that currently are at the service of ‘free market’ dominance by transnational corporatism.

4
Current negotiations :  Australia’s requests and responses

WTO Members were to lodge their requests for access to trade in the services of other countries by June 2002.  Countries receiving requests were asked to respond with their offers by 31 March 2003.  DFAT reported in January that Australia had made requests to 35 other countries and had received requests from 22.

A
AUSTRALIA’S REQUESTS

The DFAT Discussion Paper provides very little information about Australia’s requests to other countries (p.11). Australia, it seems, has made requests in 21 service sectors, but the sectors are not listed, nor the scope of the request within each sector. This makes it impossible for Australian citizens to know the extent to which the Australian Government is pursuing trade arrangements under GATS with other countries which we would find unacceptable here.  

This does not represent ‘close and detailed consultation with stakeholders with respect to the GATS negotiations’ (DFAT Discussion Paper, p.10). In this business of trading services, citizens should be seen as stakeholders of central importance.

The most DFAT tells us is that Australia’s requests are related to Articles XVI, XVII and XVIII in the GATS, ie, Market Access, National Treatment and Additional Commitments.  In Section 3 of our submission above, we have pointed to problems with two of these Articles.  What we object to in Articles XVI and XVII in their application to Australia, we also object to on behalf of the people of other countries.  The Australian Government should not seek from other countries unconditional commitments under these Articles.

B
AUSTRALIA’S RESPONSES TO REQUESTS

DFAT provides more detailed information about requests received from other countries.  We appreciate DFAT’s publication of this material.  Here we wish to comment on a number of these requests and express a view on what the Australian Government’s response should be.

1
Elimination of all restrictions currently imposed by Australia on foreign investment, through foreign investment guidelines, the Foreign Acquisitions and Takeovers Act 1975, the requirement in the Corporations Act that at least 2 directors of a public company be resident in Australia.  Controls on foreign investment, acquisitions and takeovers should be maintained.  (See further elaboration of this point below, p. 8, 4(b).)
2
Requests in relation to express delivery and postal services.  Australia currently has no commitments in this sector and should not enter into any such commitments.   The privatisation of Australia Post is against the interests of people in rural and regional Australia who currently have affordable access to postal services.  With privatisation and its commitment to shareholder profits, Australians could expect the single standard letter rate to be replaced by differential rates according to location, and the closing of post offices in ‘unprofitable’ country locations.

3
Request for removal of Market Access and National Treatment limitations in relation to telecommunications.  We support the limitations Australia currently maintains on foreign ownership of Telstra and on the number of satellite service providers (cf. Section 3 above, p.3, Article XVI-2)   The Australian Government should not open Telstra to foreign ownership or control, or subject it to GATS rules that prevent future changes in current policies in relation to the privatisation of Telstra.  

4
Requests for Australia to make full commitments in the education sector. The Australian Government should not agree to these requests.  Commitments made should be carefully controlled and limited to ensure that education, one of the primary agents of personal, social and cultural development and social cohesion in a democratic civil society, is not under pressure for change from global corporatism and foreign agencies.  This is not to close off Australian education from influences of other cultures and societies, not at all, but to ensure that change is not a consequence of commercial and political pressures exerted through trade agreements.

5 Requests regarding water and waste water management.  2003 is the International Year of Fresh Water and already the calendar is filling with projects and events and campaigns, in Australia and world-wide, about water and its management, both fresh and waste water.  2003 also follows a long period of extensive drought in Australia and fierce bushfires through a hot dry summer, during which the minds of all Australians became focussed one way or another on the precious necessity of water and its management.  Recent years have seen the emergence of wide public interest in plans to counter salinity, the infestation of rivers with algae and other forms of degradation and pollution of the environment associated with water.  We cannot imagine any Australian Government would consider offering water supply and management to profit-oriented foreign corporations.

6
Regarding removal of various regulations in relation to insurance and financial companies.  The recent evidence, in company collapses and bankruptcies, of incompetence, personal greed, disregard for high standards of management, deceit and even corruption, points to the need for effective regulation and supervision.  These company failures have inflicted great hardship on many ordinary citizens and so we urge that the Australian Government maintain close and preventative regulation over foreign insurance and financial service companies.
7
Requests for increased access to health services.  Community health is a responsibility of government.  Access to affordable health care is a right of all citizens.  Corporatisation of health services when so-called ‘free market’ economics is globally dominant is not in the interests of the Australian community as a whole and especially not for those unable to pay for privatised health for profit.  The Australian Government should not make further commitments under GATS in the health and social services sector.  

8
Road and rail transportation, and their related infrastructure and maintenance, are key services for the Australian people, which need to remain firmly within the authority of government, so that those living and working and trying to do business in locations distant from major centres have equitable and affordable access to these services.  

The privatisation of these services inevitably results in a removal of service from routes which do not return a profit to shareholders and/or reduction in standards of maintenance and staffing and/or demands to government for heavy subsidisation of private investors by taxpayers.  Privatisation of rail and road services works against policies of decentralisation and rural economic development.   The problems the Victorian Government recently faced with a privatised rail service give evidence of the need for the Australian Government to avoid tying road and rail services into GATS rules. The Australian Government should not make commitments under GATS in these areas.  

9
Requests related to energy services.  As with other services (eg, postal, telecommunications, road and rail) energy services are of vital importance to the Australian people as a whole and government has a responsibility to ensure that people are able to have equitable affordable access to the energy supplies they need for their daily life and work – for lighting, heating and cooling, food preparation and storage, machinery, communications, etc.  There are also urgent environmental  concerns with the provision of energy which government has a responsibility to manage in the interests of a sustainable future.  The Australian Government should not make commitments under GATS which further enlarges and entrenches private-for-profit involvement in the supply of energy services.

10 Removal of Most Favoured Nation (MFN) treatment for certain countries in relation to co-production in film and television.  Countries which receive MFN treatment are those with whom it is considered desirable to develop cultural cooperation and who reciprocate this preferential treatment on the terms and conditions specified in the Australian co-production program. Australia should be able to choose and develop cultural links and co-operation appropriate to its own cultural realities and so this MFN exemption should not be removed.  

C
CONCLUSION

Wherever the GATS is discussed at public meetings, we find that it brings alarmed responses from Australian citizens in all walks of life and economic circumstances.   There is a pressing need for the Australian Government to involve the Parliament and the people in an informed debate on the extent to which Australia should make binding commitments under GATS.  These commitments affect a wide range of services to which all the people of Australia have a right to equitable, affordable access. The people have not consciously given a mandate to the Australian Government to make trade commitments that could have the effect of removing such rights. 

We insist that markets and trading, whether of goods or services, are means for achieving the goals of sustainable human livelihood, human development and human well-being. We recognise that trade in services has grown rapidly in recent times and that an international Agreement regulating such trade could contribute to a more just and ‘mutually advantageous’ world economic order. However, the pursuit of full implementation of the GATS is, in our view, a seriously flawed enterprise. And so we support, with millions of other citizens around the world, a call to Members of the WTO (in this instance, the Australian Government in particular) to collaborate in a new, much more restrained GATS, which better provides for, and protects, the personal, cultural, social and economic well-being of the diversity of peoples in the participating countries.  Full commitments under the present GATS, in relation to all services to which people have a claim to equitable, affordable access, should be refused.
5   Australia -USA Free Trade Agreement

There are, in our view, many good reasons why Australia should not seek this bilateral trade agreement with the USA.  

1 What has been said above with regard to trade in services applies to these bilateral negotiations, also.

2 There is no equality in the bargaining relationship. Australia’s economy is said to be only 4% of the US economy, which is the equivalent of a medium-sized State of America.   Furthermore, the USA has a history of tough, self-interested negotiations powered by large corporations and industry organisations committed to unfettered capitalism and private enterprise. The so-called ‘free trade’ agreements struck, first with Canada, and then expanded to include Mexico, have worked predominantly in favour of these corporations. 

3 Australia is particularly, though not exclusively, interested in much better access to the US market for agricultural products. However, the method the US Administration is currently using to bolster the farming sector – grants direct to the farmers – cannot be negotiated away in a bilateral agreement.  

4 The USA, on the other hand, has already indicated that a number of Australian policies in relation to trade in services, foreign  investment, quarantine standards and genetically modified food, all of which have wide public support, are unacceptable restrictions on trade which should be changed in its favour:

(a) Trade in services

Australian health, education and water services are all being sought after by US corporations.  We have already argued that these services should not be exposed to foreign ownership and management, nor bound into the penalty system of a so-called ‘liberalising’ trade agreement, whether it is the GATS or a bilateral agreement with the USA.

Pharmaceuticals and the Pharmaceutical Benefits Scheme (PBS), which has served the Australian community so well over the years, are targets for change.  The PBS has enabled Australians access to needed pharmaceuticals in a controlled system that constrains costs and the manipulation of the market by the pharmaceutical companies. For example, it is well known and documented that companies are regularly claiming new patents for what are often existing products only very slightly altered, and so manipulating prices to their advantage (cf. Rigged Rules and Double Standards, Oxfam 2002, p.212).   The PBS system, when functioning free of pressure from self-interested companies, allows for competent discernment as to what new products deserve positive listing. The Australian Government should not yield to corporate pressure to lessen the positive contribution of the PBS to Australia’s health and budget.

The rules for Australian content in film, television and music production are important means for ensuring that Australian culture and identity and experiences are given creative expression by Australians; and that the film, television and music industries have the opportunity to continue to foster skilled artists and technicians producing work of high quality.  Such rules should not be abolished.

(b) Foreign investment

At a consultation in 2002 on the OECD Guidelines for Multinational Enterprises (MNEs) we were assured that the continuance of the Foreign Investment Review Board (FIRB) was not in question. Foreign investment proposals for mergers, takeovers and maximum levels of foreign investment in Australian enterprises need to be subject to rigorous review to ensure their compatibility with Australian policies in accordance with the national interest.  The USA is seeking to remove these powers of review of the FIRB.  This should be resisted.

In particular, the USA is interested in Australia’s removing constraints on foreign investment in the media, telecommunications, the airlines and banking.  To do so would not be in the national interests of Australian democracy and participation, Australian culture and world view, social equity and cohesion, personal and national security.
It is important to note that the USA also wants to incorporate in this Agreement with Australia penalty provisions, enabling corporations to sue governments at any level and challenge their legislation.  These provisions exist in the North American Free Trade Agreement (NAFTA) and were part also of the Multilateral Agreement on Investment (MAI), which was so widely and vigorously condemned in 1997 that the OECD was forced to abandon it.  Corporations now see the WTO, and bilateral and economic integration agreements, as the means for achieving the control they seek. These rights for corporations are entirely unacceptable in any trade agreement entered into by Australia.  

(c) Quarantine standards

Australia needs to maintain its high quarantine standards to protect its status as a relatively disease-free environment for its animal and plant resources.  These standards have widespread public support. The USA, and other countries, are intent on lowering these standards to admit their products, arguing that Australia’s standards are ‘trade restrictive’ and, therefore, unacceptable in the context of global ‘free’ trade.  Strong pressure will be brought to bear on Australia to lower its quarantine requirements to match those of the USA and other countries with a more disease–affected environment.  To do so would be an act of self-destructive stupidity on Australia’s part.

(d) Genetic modification of food is an enormous profit-maker for a few corporations, some of which are US companies, who want to see here the same freedom that they have in the USA: to impose genetically modified products on consumers, without allowing them to make an informed choice. At the very least, compulsory labelling of GMO foods is demanded by the Australian people, whom the Australian Government has an obligation to heed.
5
The advantages for Australia in a so-called ‘free trade’ agreement with the USA are dubious. While particular industries and enterprises may see prospects for their own expansion and profits, we ordinary citizens see the prospect of gains in one sector being offset by losses elsewhere.  Will the Australian Government bargain trade in services and dismantling of restrictions on foreign investment for improved access to US markets for agricultural products?  How would this benefit Australia - even the rural communities it is supposed to help?  Why does the Minister for Trade insist that ‘everything must be on the table’ at the beginning of negotiations?  Why can negotiations not begin with some clarity about what is not negotiable?   

Even from an economic point of view only, it seems that the national economy as a whole stands to gain little or nothing. The Government’s own predictions of economic gain are low and these are unrealistically based on the assumption that all trade barriers will be removed.  The recent independent study by ACIL Consulting, commissioned by the Rural Industries Research and Development Corporation (RIRDC), concluded that there would be a nett loss, rather than gain (cf. A Bridge Too Far: An Australian Agricultural Perspective, ACIL , 2003).  

6
The consequences of this Agreement for Australia’s trade, and relationships, with other countries need to be weighed in any appraisal and become part of the public debate. ACIL took into account the impact on Australia’s trade with other countries from the perspective of agriculture, but there are much wider questions:  

· How will this Australia-USA Trade Agreement affect Australia’s relationships with the countries in the Asia-Pacific region, and with the countries most closely connected to Australians culturally because of migration links?  

· To what extent will these closer trade ties with the USA bind Australia to compliance with USA foreign policies in areas other than trade?  

· To what extent will they distance Australia from other countries?  

· What appraisal has been done around these issues in DFAT, where, presumably, the interaction of trade and foreign affairs is researched and inter-related policies developed? 

· Where, and when, might this research and/or policy papers be made available for public reflection and discussion? 

7
It is reported that these trade negotiations are expected to be completed in 2004. Here, as in the case of multilateral negotiations in the WTO, the people of Australia are stakeholders of central importance. We believe that the Australian Government has an obligation to involve the Parliament and the people in an informed discussion of the implications of what they are aiming to do.

6
Commendation to the Senate

We appreciate the decision of the Senate to hold this Inquiry.  It is a hopeful sign of increased engagement of the Parliament and the Australian people in the far-reaching consequences of international trade decisions at this time.

Alison Healey, Sydney, March 2003
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