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Summary

The Audrdian Far Trade and Investment Network (AFTINET) is a nationa network of 87
aganisations supporting far regulaion of trade condgent with human rights and environmenta
protection. AFTINET welcomes this opportunity to make a submisson to the China FTA Study
Taskforce regarding afeasibility sudy on a China Audraia Free Trade Agreement.

AFTINET supports far trading reationships and far regulaion of trade We dso bdieve
governments should adhere to international human rights, labour and environmental Sandards as
established by the United Nations and the International Labour Organisation.

We bdieve that the following principles should underpin trading rdations and should guide this
feesibility study:

Trade agreements should not undermine human rights and environmenta protection, based on
UN and ILO standards,

Trade agreements should not undermine the &bility of governments to regulate in the public
interes,

Trade agreements should adlow developing countries the flexibility to make lawvs and policies
which will alow them to direct their own deve opment,

Trade negotiations should be undertaken through an open, democratic and transparent process
which dlows effective public consultation to teke place,

Before trade negotigions begin, comprehensve dudies of the likdy impacts should be
undertaken and made public for debate and conaultation. The issues sudied should incdlude the
impacts on:

humean rights and Iabour conditions

environment

particular demographic groups, particular regions and particular industries

the ability of governments to regulate in the public interest

the ability of developing countries to direct their development.



This submisson essentidly raises a number of questions which we consder must be addressed by
the feashility sudy. They aise from a recognition that the aove principles should guide these
trade negotiations.

Study’sterms of reference:
Thejoint feasibility study has the following terms of reference:

* to provide an overview of recent trendsin bilaterd trade and economic reaions,

* to asess recent interndiond trade policy developments and the possble implications for
Audrdia-Chinatrade and investment;

* to identify and describe exiging bariers to trade and investment flows, covering goods,
services and investment and other issues that might be addressed in a free trade agreement;

* to identify possble cooperaion messures to promote trade and investment liberdisation and
facilitation between Audtrdiaand Ching;

* to asess the impact of the removd and/or reduction of exiging bariers to goods and
sarvices trade and invesment; and

* make conclusions and recommendations as regards options for future action.

Questions to be addressed within the feasibility study
A number of particular issues should be congdered within the feashility sudy. Theseindude

1. The relationship between the agreement and human rights, labour and environmental
conditions

In recent years China has consderably increased its level of commercid engagement with foreign
countries. A large amount of evidence has dso emerged about the impact of this engagement on
employment and poor labour and environmenta conditions in China (see, for example, Dequiang, H
and Tujan, A (eds) 2002 ‘Implications and New Chdlenges of Chinds Accesson to the WTO:
Proceedings of the 4" Annua Conference of the Asa-Pacific Research Network’, APRN Manila,
and Asociaion for Sudainable and Respongble Invesment in Asa 2002 ‘Labour Standards in
China: The Business and Investment Chalenge ASr1A, Hong Kong).

The feasibility study should examine:



How labour and environmental conditions in China ae related to recent trade developments
These include rurd unemployment resulting from increesed agriculturd imports, migration of
rural workersto cities and employment and environmenta conditionsin industrid aress.

The current date of compliance by both Audrdia and China with human rights, labour and
environment dandards, induding the International Labour Organistion’'s Declaration  on
Fundamenta Principles and Rights & Work. These sandards include:

- the right of workers and employers to freedom of association and the effective right to collective
bargaining (conventions 87 and 98),

- thedimination of dl forms of forced or compulsory labour (conventions 29 and 105),

- the dfective abalition of child labour (conventions 138 and 182), and

- the dimindion of discrimination in respect of employment and occupation (conventions 100
and 111).

How Audrdia and China might ensure compliance with human rights labour and
environmenta standards by investors, including effective monitoring mechanisms.

2. Effective community consultation processes

AFTINET has expressed concern in the past about the need for the Audradian government to
commit to effective and trangparent community consultation about trade agreements, with sufficient
time frames to dlow public debae about the impect of paticular agreements before negotiations
begin. At times DFAT's conaultation processes seem to be rather ad hoc, and it would be
gppropriate for aclear sructure and principles for consultation to be developed publicly.

The Senate Foreign Affars, Defence and Trade Committee made detalled recommendations for
legidative change in its November 2003 report ‘Voting on Trade which, if adopted, would
sgnificantly improve the conaultation, trangparency and review processes of trade negotiations
(Senate Foreign Affars, Defence and Trade Committee, 2003 ‘Voting on trade The Generd
Agreement on Trade in Services and an Audrdia-US Free Trade Agreement’, 26 November 2003,
Commonwedth of Audrdia, Recommendation 2, paragrgph 3.91). The key dements of these
recommendations are that:



Paliament will have the respongbility of granting negotisting authority for particular trade
treeties, on the bad's of agreed objectives,

Paliament will only decide this quedion after comprehensve dudies are done about the
economic, regiond, socid, culturd, regulatory and environmenta impacts which are expected
to arise, and after public hearings and examination and reporting by a Parliamentary Committee,
Parliament will be able to vote on any trade treety thet is negotiated.

Processes such as these should be established from the outset for any negotiations for a China-
AugrdiaFTA.

The feashility study should discuss these issues, and in addition consder how the need for
trangparent, accountable and representative community consultation processes will be met by both
the Audrdian and Chinee governments. The feashility study should dso set out the principles
and objectives that will guide these consultation processes.

3. Modelling and impact studies on regional areas and particular demographics

It is criticd tha any decison to commence negotiations for a ChinaAustralia FTA be based on
comprenensve and indusve dudies induding input from paticular regiond and demographic
groups which will be affected by the agreement. This should include impacts on the environment,
human rights, regulatory powers of government, and any redrictions on the ability of future
governments a any level to take actionsin the public interest.

What process will the Audrdian government follow in underteking these moddling and impact
Studies?

What time-frame will this process have to ensure that the dudies will be publicly avaldble in
timefor effective input by members of the public?
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Dear Mr Holly
Additional submission to Australia-China Free Trade Agreement Joint
Feasbilty Study

On 31 March 2004, DFAT cdled for public submissons to the Audrdia-China Free
Trade Agreement Joint Feasbilty Study. AFTINET forwarded an initid submission
in June 2004 which raised generd issues which should be examined by the Study.

Snce the AFTINET June Submisson, a number of more specific concerns have
aisen regading the fas-tracked process of the Feashility Study and the potentid
humen rights and environmenta impacts of a ChinaFTA in both Chinaand Augtrdia

We ask that the China Task Force consder the following issues:

1. Curtailed community consultation

DFAT's initid cdl for public submissons to the Feeshbility Sudy indicated that the
Sudy would be completed by October 2005. The announcement dStated that the
Feashbility Study was not intended to commit Audrdia to a China FTA, raher it
“presents a basis upon which the Audrdian and Chinese governments can congder
the opportunities and chalenges of such an agreement prior to any decison being



taken to commence negotiations’ (DFAT webste information, 2/4/04). Following Mr
Downer's meeting in Bejing in August 2004, the Government announced thet the
Feesbility Study timetable would be shortened to complete the study by March 2005.
After the completion of the feashility study, the Audrdian government would first
condder the results of the sudy and then decide whether to grant China market
economy daus for the purposes of anti-dumping. Only if this decison were postive
would negotigtions commence for an FTA. However, In November 2004, the
Miniger for Trade announced, after meeting with the Chinese Premier a the APEC
meeting, that negatiaions on a China FTA were expected to gart in March 2004.

AFTINET is concerned tha this latest announcement implies that there will be little
o no time for proper conddeaion of the Feashility Sudy. Concluding the
Feeshility Study in March 2004 and beginning negotiations in the same month clearly
does not dlow aufficient time for effective condderation by the Government, nor does
it dlow for public debete in rdaion to the recognition of China as a market economy
or the decision about whether to negotiate an FTA.

2. Recognition of China as a market economy

Under multilatera trade rules in the World Trade Organisation (WTO), China is not
yet recognised as a market economy because not dl prices are based on market costs,
meking it difficult to determine if goods are being “dumped” or sold unfarly a prices
below the red cods of production. Under current WTO rules, Audrdian industry can
object to the dumping of goods.

Industry groups have expressed concern a the Government's agreement to the pre
condition set by China tha Audrdia recognise China as a market economy before
negotigtions could dat. For example The Plagics and Chemicds Industry
submisson to the Govenment feashility dudy expressed  “surprise and
disgppointment” a the government's agreement to the pre-condition st by China thet
Audrdia recognise China as a maket economy before negotigtions could dart. It
agued tha such recognition would “have adverse implications on Audrdids
capacity to teke anti-dumping attion, and utimatdy on the compeitive postion of
menufecturing industry in Audrdia, including the chemicads and pladics sectors’



(quoted in Brenchley, F, ‘Industry Group fears free trade favour to Ching”
Australian Financial Review 19/8/04, p.8).

More recently, the Audrdian Industry Group has expressed the view backed by a
legd opinion the granting of market economy daus to China would reduce that
ability of indudry to teke action agangt the dumping of goods. (quoted in Taylor, L,
“Indugry dumps on China free trade ded” Australian Financial Review, 6/12/04.
p.1).

3. Lack of workers' rightsand environmental protectionsin China

There is condderable evidence about lack of adherence in China to the Internationd
Labour Organisaion’'s Declaration on Fundamentd Principles and Rights a& Work
and China's own Labour Laws, and lack of environmenta protections.

Many ingances of abuse occur in Chinds export-oriented industries. AFTINET is
concerned that giving preferential access to Chinese goods without any regard to these
isues may further entrench these inadequate labour rights and environmenta
Sandards.

Export processng zones have been edtablished in Southern China to produce export
products as pat of a government Strategy b dtract foreign investment, and now host
19 million workers. It is reported that factories in these free trade zones cut labour
cogts and working conditions to bid for contracts from Western brand name firms and
realers. For example, Robin Munroe, of the Hong Kong China Labour Bulletin,
quoted in the Sydney Morning Herald 30/10/04, says of the toy industry, ‘Basicelly
it's the foreign buyers squeezing the factory owners to do reverse bidding for orders,
bidding the lowest possble price to get the orcer...this inevitebly trandates into
cutting workers sdaries”

As a result of this ‘race to the bottom’, red wages have falen despite risng levels of
production, Anita Chan, a ressercher on China a the Audrdian Nationd Universty,
comments that wages pad in the export processng zones are $96-$112 per month,
and have risen by only $11 in the last 12 years “That means wages have been going



down, not up, even though the officid minimum wage has been going up each year
(quoted in McDondd, H.,” Wages of Fun” Sydney Morning Herald, 30/10/04, p4l)

Hamish McDonad reports that workers are often pressured to work 12 hours a day,
seven days a week. Overtime is paid a a lower rate than the basic sdary and pay is
often in arears to sop workers changing jobs  In addition, most workers are migrants
from rurd areas, who have no right to permanent resdence and must live in crowded
dormitories with poor food. “Wages of Fun” Sydney Morning Herald, 30/10/04,

pal).

Workers often have no effective rights to freedom of associdion or collective
bargaining. Workers who complain are often victimised and the officid trade unions,
digned with the Chinese Government, have not effectively represented workers
interests.  Recently even the officid trade unions have complained that Chinas new
Labour Laws, introduced from 2001, are not being implemented in some cases
(ChinaDaily, 1/9/04)

There is ds0 evidence of dgnificant environmental degradation in China caused by
the dumping of untrested industrid waste and sewerage. As reported by Stephen
Wyatt, “[I]n the centrd pat of China, the people are being poisoned. The rivers and
the intricate cand systems that branch off these rivers run black...Tanneries, paper
mills, fertilisers and raw sewerage have added to a potion that has now fouled the
ground water” (“The dinking secret of Chinds growth” Australian Financial
Review, 16/11/04, p63-9).

It is clear that the competitive prices of Chinese exports are often based on very low
wages, poor working conditions and falure to comply with Chinas own labour and
environmentd laws, let done internationa sandards.

These issues must be conddered in the decisons as to whether we should grant
preferentid trade access to China through an FTA.

4. Social Impactsof an FTA in Australia



AFTINET is dso concerned about the impacts of an FTA on vulnerable communities
in Audrdia China is dready Audrdias second lagest export market and third
largest source of imports.

Audrdias man imports from China are dothing and footwear, toys sporting goods,
eectrica goods, TVs and VCRs and taiff rates in these sectors have dready been
reduced. A 2004 Audrdian Industry Group survey of 848 Audrdian manufecturers
found that most dreedy fdt negative impacts from current Chinese imports.  Forty-
five per cent saw no benefit from an FTA with China, and only thirteen percent saw
benefitsfrom an FTA. (Australian Financial Review, 6/8/04, p14).

The removd of dl remaning taiffs in these sectors would create job losses in the
Augrdian manufacturing industry. It is likey that these job losses will be fdt most
keenly in regiond aess of high unemployment. For example The Audrdian
Productivity Commission reports that 78,000 people work in the textile, dothing and
footwear industry. Most of these workers are women of non-English spesking
background. This indusgtry provides dgnificant employment in regiond aess where
there is little dternative, incuding Northern Addaide, Mt Gambier, Bordertown,
Gedong, Albury, Bdlaa, Burnie, Devonport, Launceston, Wollongong, Taree,
Ipswich and Toowomba (Productivity Commisson Report on the Textile Clothing
and Footwear Industry, 2003, www.pc.gov.au).

Conclusion

The Feashbility Study should provide a full examination of the socid and economic
costs aswell as the claimed economic benefits of an FTA in both Audtrdiaand Ching;
There should be publication and full public and paliamentay debate of the
Feashility Study befae any decison is made to recognise China as a market
economy or proceed with an FTA

The Feedhility Study should examine labour conditions in Chinas export processng
zones that  underpin the prices of its exports. Both Audrdia sand China should abide
by United Nations dandards on workers rights and environmentd sugtainability.



Augrdia should not grant preferentid access for Chinese products through an FTA
while its exports are based on the dosence of workers rights and environmental
Sandards.

Thank you for your condderation of these issues. Plesse do not hestate to contact
AFTINET if you require more information.

Y ours Sncerdly,

Dr Patricia Ranad
Convenor, Audrdian Fair Trade and Investment Network.



