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The US and China share a common enthusiasm for bilateral trade negotiations, however the
priorities that drive the trade strategy of the US and China differ. The US accelerated its program
of bilateral negotiations following the collapse of the WTO Ministerial in Seattle in 1999 and
again in Cancun in 2003. China is currently negotiating bilateral and regional free trade
agreements (FTAs) with over 22 countries. This Paper will examine Australia’s experiences of
bilateral trade negotiations with the US and China, as well as other bilateral negotiations
involving the US and China, to draw out and contrast the key features of each country’s bilateral
strategy. This Paper will then look at the implications of these bilateral negotiations for
communities in the Asia-Pacific and the opportunities that arise from these bilateral negotiations
for social movements campaigning on trade justice issues.

The US employs trade agreements as a part of its strategy to pursue and globalise a neoliberal
economic model.1 This agenda, revealingly called the Washington consensus, includes the
removal of tariff and other trade barriers, lower taxes for business and high income earners,
higher taxes for consumers through goods and services taxes, cuts in government spending,
privatisation and user charges for services like health and education, less regulation of
corporations and deregulation of labour markets through lower minimum wages and working
conditions. This model is not unique to the US, and has influenced governments across the
political spectrum, including the current conservative Australian government.
The US pursues its trade agenda ruthlessly and with great flexibility, changing from the World
Trade Organisation (WTO) to bilateral agreements as necessary to pursue its interests. Many
developing countries are resisting the US trade agenda in the WTO, as seen at Seattle in 1999 and
again in Cancun in 2003, where some developing countries, including China, regrouped through
the G20 to demand a better deal on agricultural trade and to reject agreements on investment,
competition policy and government procurement. Especially since the Cancun Ministerial, the
US has put less emphasis on multilateralism through the WTO and is building a network of
bilateral agreements. In these bilateral agreements, the US has greater bargaining power and is
able to impose its neoliberal agenda more quickly than through the WTO.
It is clear that China is an enthusiastic participant in the global market economy and is actively
pursuing FTAs. Some argue that China’s agenda is similar to the US agenda, however others
distinguish China’s approach. Wang Hue, a Research Professor at the Chinese Academy of
Social Sciences, notes that “neo-liberalism has become the hegemonic discourse in the China,
which has deep influence on policy-making.”2 Hue goes on to describe China’s embrace of the
free market as qualitatively different from the US neoliberal model and one that is more
accurately termed state-directed or “authoritarian” marketisation.3 The key themes of China’s
bilateral negotiations demonstrate that its priorities in trade agreements are largely driven by
national self-interest and internal demand. It is also evident from China’s pattern of negotiations
that China still identifies with and has common interests with developing countries in groupings
like the G20. This means that China sometimes resists aspects of the US neoliberal agenda.
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There are vast amounts written about the broader geo-political motivators for China and the US
to pursue bilateral and regional trade agreements. Briefly, the US is the dominant global
economic and military power and uses this weight to pursue a neoliberal agenda, prompting
analysis of a new age of empire.4 China is actively pursuing bilateral and regional economic
relationships with countries that provide a geo-political balance to the US. For example, China is
pursuing bilateral relationships with Chile, Venezuela, Cuba and Iran, as well as the Association
of Southeast Asian Nations (ASEAN). While acknowledging that trade strategy occurs in a
broader political and security context, time does not permit a detailed examination of these
motivators in this Paper.
1.

Key features of US bilateral strategy

US bilateral agreements with Australia, Singapore and Chile, as well as the Central American
Free Trade Agreement (CAFTA), all demonstrate common themes for deeper and more rapid
implementation of neoliberal policies than in the WTO. The US strategy is to build a network of
such agreements, which can be used as precedents to set new benchmarks in the WTO and
regional fora.
Key features of these agreements are as follows:
1.1

Clauses on medicines policy that guarantee greater rights for drug companies to
excusive patents and higher prices for those drug companies
In bilateral negotiations, the US pushes for changes to government policies on medicines and
changes to patent law to favour the rights of patent-holders over the rights of patent-users. These
changes are designed to wind back the small gains achieved on access to medicines in the WTO.
In Australia’s case, common medicines are 3 – 10 times cheaper in the domestic market than in
the US because of bulk buying through Australia’s Pharmaceutical Benefits Scheme (PBS).5
Community campaigning during the US-Australia FTA negotiations prevented the Australian
government from agreeing to immediate dramatic changes to the PBS. But the US-Australia
FTA introduces changes that health experts predict will raise drug prices over the next five
years.6 The US-Australia FTA changed Australian intellectual property law to allow the
extension of patent periods in some cases and to delay the availability of cheaper generic
medicines. The US-Australia FTA gives drug companies the right to seek review of PBS
decisions, which will increase the pressure for more highly priced drugs to be listed on the PBS.
The US-Australia FTA also set up a joint US-Australia medicines policy committee that will
operate in secret and ensure ongoing US influence on Australian medicines policy. The
community campaign resulted in amendments to the implementing legislation to prevent the
practice of ‘evergreening’ by drug companies. Evergreening describes the practice of drug
companies lodging bogus patent claims to delay the marketing of cheaper generic drugs after
patents have expired.

4

For example, Walden Bello, Dilemmas of domination: The unmaking of the American Empire (New York,
Metropolitan Books, 2005)
5
Dr K Lokuge and Richard Dennis, “Trading in our health system? The impact of the Australia-US Free Trade
Agreement on the Pharmaceutical Benefits Scheme” (The Australia Institute, Canberra, 2003). Note that the
pharmaceutical industry lobbied openly for changes to the PBS: see Pharmaceutical Research and Manufacturers of
America, "National trade estimate report on foreign barriers to trade” (December 2004) at p6
6
Text of the US-Australia FTA (2004) at http://www.dfat.gov.au/trade/negotiations/us_fta/final-text/index.html,
Chapter 17 and Annex 2(c)

2

1.2
Removal of government’s right to regulate foreign investment
The US presses for clauses in trade agreements that remove or restrict the rights of governments
to regulate foreign investment. This commonly includes the right of governments to limit foreign
investment in most industries, to have any industry policy that favours local development, or to
place any obligations on US firms to contribute to local development through employing or
training local people, using local products or transferring technology. In Australia’s case, the
threshold for review of a foreign investment by the Australian Foreign Investment Review Board
on national interest grounds has been lifted from $50 million to $800 million. There are some
exceptions which will maintain existing limits on foreign investment for Qantas, Telstra and
media ownership, but 90% of US investment will no longer be reviewed.7 This interference with
the right of governments to regulate in the public interest mirrors the defeated agenda of the
Multilateral Agreement on Investment (MAI).
1.3
No preferences for local firms in government purchasing
The US seeks to remove any preferences for local firms in government purchasing and equal
access for US firms to al government purchasing contracts. In the US-Australia FTA, this covers
the Australian Federal Government and all Australian states, for the US this covers the US
Federal Government, but only half of the US states.8
1.4
A ‘negative list’ structure for services and investment
The US promotes a ‘negative list’ structure for services and investment. A negative list means
that all services and investment sectors that are not explicitly excluded from the trade agreement
are included in the trade agreement. This model also freezes all regulation at current levels so
that future governments cannot introduce new regulation that is deemed to be more trade
restrictive. In the US-Australia FTA, community campaigning meant that health, education,
public broadcasting and some welfare services were listed as reservations and therefore excluded.
However, water, energy and public transport services were not explicitly excluded.9
1.5

Changes to laws on food regulation and quarantine where they are seen to harm US
interests
The US seeks direct input on the laws and policies of its bilateral partner on quarantine and
technical standards. In the US-Australia FTA, the US pushed for changes to the regulation of
labelling of genetically-engineered food and the growing of genetically-engineered crops.
Community campaigning meant there was no immediate changes to Australian regulations, but
the US-Australia FTA set up a joint US-Australia committee to review future policies and to
ensure an ongoing US influence on Australian policies.10
1.6
Removal of or limits on local content rules for audio-visual media
In the US-Australia FTA, the US sought to undermine Australian local content rules, which
ensure local voices are heard on audio-visual media. Community campaigning ensured that
Australian content rules for current forms of media like film and TV were retained. This
guarantee was confirmed in specific amendments to the implementing legislation. However,
Australian content rules are severely limited for emerging forms of audio-visual media, like pay
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TV and interactive media, and there can be no local content rules for new media that may
develop in future.11
1.7
A government-to-government disputes process
US negotiations generally mandate a disputes process that allows governments to challenge the
laws and policies of other governments if those laws or policies are inconsistent with the FTA.
This is in all agreements, including the US-Australia FTA.12
1.8
In most cases, a separate investor-state disputes process
The US also promotes a separate investor-state disputes process. This allows corporations to
challenge laws and sue governments for damages on the grounds that laws or regulations harm
their investments. Community campaigning kept this out of the US-Australia FTA. This was a
significant victory in the campaign, although there is a clause in the US-Australia FTA that may
leave the door open for an investor-state disputes process in the future.13
2.

Key features of China’s bilateral strategy

While most of China’s bilateral agreements are still in the negotiation phase, a number of key
themes can be implied from China’s priorities and sensitivities in these negotiations. In the
region, China has concluded a trade agreement with ASEAN and a partial trade agreement with
Thailand. China is negotiating bilateral agreements with Australia and New Zealand and a
regional agreement with ASEAN, Japan and South Korea. China is also conducting studies on a
potential FTA with Pakistan and is poised to sign a Bilateral Investment Promotion and
Protection Agreement with India.
Further afield, China has initiated trade discussions with the Southern African Customs Union
(SACU), the Gulf Countries Council (GCC) and Iceland. In Latin America, China has formed a
‘strategic partnership’ with Brazil and is negotiating with Chile. Yi Xiaoshum, China’s assistant
Minister for Commerce, commented that negotiations with Chile will hopefully hasten more
FTAs in Latin America.14
Key features of these bilateral negotiations are as follows:
2.1
Securing Market Economy Status
China has made commencement of bilateral negotiations with both Australia and New Zealand
contingent on Australia and New Zealand formally granting China ‘full market economy status’
(MES).15 China is not yet recognised as a full market economy in the WTO, on the basis that
prices for goods in China may not reflect their real cost of production. A condition of China’s
membership to the WTO was that member countries would not have to recognise China as a
market economy for 15 years from the date of China's accession. As an ‘economy in transition’,
China’s ability to defend dumping claims is weakened as the country accusing China of dumping
has immediate recourse to surrogate (third country) pricing information to judge if goods have
11
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been dumped. The Australian Industry Group claims that granting MES to China would reduce
the ability of industry to take action against China for the dumping of goods.16
Liu Fande, a Senior Researcher at the Chinese Academy of Social Sciences, predicts that
recognition of MES by Australia and New Zealand will encourage further international
recognition of China as a full market economy.17 Australia granted China MES on 20 April 2005.
The Oriental Morning Post in China heralded this as the major win from negotiations with
Australia: “For Australia, an FTA means ‘China opportunities’; for China, China finally got
Australia’s recognition of its market economy status which is more meaningful than an FTA.”18
Australia’s recognition of China’s MES is permanent, regardless of whether the FTA is
concluded.
2.2
To ensure export markets for manufactured products
China’s export processing industries for manufactured goods continue to expand.19 This growth
has traditionally been in low-wage low-cost manufacturing industries, but is steadily moving into
higher-priced medium-technology products, such as televisions, washing machines and computer
components.20 The Government has actively encouraged this growth through the establishment
of Special Economic Zones with tax incentives for foreign investment. China is expected to
attract even further investment in its garment and textile industries following the phase-out of
restrictive quotas under the WTO’s Multifibre Arrangement in January 2005.21
It follows that China must secure access to export markets for these manufacturing industries.
Bilateral negotiations are playing an important role in securing this access and in reducing
barriers to trade in manufactured goods. For example, in China’s bilateral negotiations with the
GCC, Jin Ming, an expert from the Chinese Academy of International Trade and Economic Cooperation, notes that the GCC countries are a market for Chinese manufactured goods and are
also potential bases for Chinese manufactured goods to enter other Arab countries.22 In the
Australian context, imports of Chinese manufactured goods totalled US$11.38 billion in 2004. If
an FTA removes existing Australian tariffs in the textiles, clothing and automotive industry, the
China-Australia FTA Feasibility Study predicts that imports from China would increase by
US$572 million over the period 2006 – 2015.23
2.3
Ensuring access to supplies of resources and energy
China’s demand for supplies of resources and energy is rapidly increasing to meet growing
demands from export industries, domestic consumption and infrastructure investments. China is
now the world’s largest consumer of many industrial raw materials and has displaced the US as
the largest market for aluminium, copper, iron ore, platinum and other commodities.24 China is
16
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also the second largest consumer of energy in the world and is becoming increasingly dependant
on oil. In 2004, China’s net oil imports averaged 3 million barrels per day.25
Accordingly, a key theme of China’s bilateral negotiations is to form relationships with resourcerich countries to secure long-term supplies of resources and energy. In the Australia-China FTA,
China is seeking improved access to Australia’s iron ore, natural gas, unwrought aluminium and
copper. Similarly, China is seeking improved access to forestry products and pulp from
negotiations with New Zealand and access to oil from negotiations with the GCC and Brazil.26
These bilateral negotiations do not of themselves secure supply contracts for China but they
reduce any trade barriers and facilitate closer relationships, which can in turn be used to secure
contracts with supplying companies. For example, during President Hu Jintao’s visit to Brazil in
November 2004 when the ‘strategic partnership’ was struck, China agreed with Brazil’s statecontrolled oil company to finance a $1.3 billion gas pipeline between Rio de Janeiro and Bahia.27
In Australia’s case, a number of resource deals have been struck during the period of the ChinaAustralia FTA Feasibility Study. For example, in December 2004 the China National Offshore
Oil Corporation signed an agreement to purchase equity in the Australian Northwest Shelf
Natural Gas Project.
2.4
Facilitating investment in strategic areas
China’s trade negotiations serve to facilitate investment in strategic areas, both investment by
China within the territories of their bilateral partners and investment by bilateral partners within
China. In Australia’s case, two of the key outcomes of investment liberalisation identified in the
China-Australia FTA Feasibility Study are to address negotiated concessions which remove
existing restrictions in each country’s foreign investment regime and to develop stronger
protection for Australian and Chinese foreign investors.
Accordingly, bilateral negotiations facilitate continuing flows of foreign direct investment (FDI)
into China. FDI into China in 2002 was 28 times higher than in 1986 and China became the
largest recipient of FDI in the world in 2003.28 Simultaneously, China is actively encouraging
Chinese enterprises to invest overseas through a series of favourable policies in finance, taxation
and administrative examination. Peng Nanfeng, an official at the Chinese Ministry of
Commerce, admits that the development of China’s trade and export relations “will be important
preconditions for China’s enterprises to increase their competitive strength.”29
2.5
Protecting China’s agriculture sector
A final key feature of China’s bilateral negotiations is China’s reluctance to open its own rural
sector to further liberalisation. This is due to the adverse impact that trade liberalisation has had
on the rural poor in China and the increasing disparity of incomes between rural incomes and
their urban counterparts. It is estimated that the distribution of income between urban and rural
areas may be as high as 6:1 and the Chinese State Council’s Poverty Reduction Office recently
25
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announced that the number of farmers living in poverty increased by 800,000 in 2003.30
Similarly, a World Bank study, released in February 2005, reports that China’s rural poor have
suffered a “sharp 6% drop” in living standards since China’s accession to the WTO.31 This
study, based on surveys of 84,000 households, attributes this fall in living standards to a decrease
in real wages because of increased agricultural imports and an increase in the prices of
commodities.
In the negotiations for the China-Australia FTA, China has indicated its reluctance to further
liberalise its agriculture sector. In the China-Australia FTA Joint Feasibility, China qualified its
willingness to liberalise in case studies on cotton, dairy, poultry, wool, wheat, sugar and
rapeseed, by stating that any agreement “could also take into account the impact of further
liberalisation on the development of China’s production and farmers’ incomes.”32 A modelling
report on the Australia-China FTA by economists at Monash University, Nankai University and
the Chinese Academy of Social Sciences estimates that the China FTA would cost approximately
180,000 farming jobs in China.33 The Chinese government predicts a larger impact on rural
communities. As explained by Cheng Guoqiang, a Researcher at the State Council of China, “the
livelihoods of 3 million herdsmen will be hurt to some degree if a huge volume of Australian
wool enters the Chinese market.”34
3.

Implications for communities and social movements in the Asia-Pacific

Free trade through the lens of the neoliberal economic model has fuelled ‘south-south
competition’ and a downward spiral on labour rights and environmental standards. South-south
competition describes the intensification of competition between developing countries to attract
transnational investment and it is particularly evident in low-end manufacturing industries.35
This competition for investment leads to a ‘race to the bottom’ or downward levelling in terms of
wages, labour conditions and environmental standards. Anita Chan, an academic at the
Australian National University, has tracked the movement of investment by transnational
corporations from Mexico to China to take advantage of the comparatively lower wages and
working conditions in export processing industries.36 A similar relocation of investment has
occurred within the Asia-Pacific.
China’s role in this race to the bottom has been labelled as “defining the bottom” in terms of
labour and environmental standards.37 In export processing industries in China, transnational
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corporations sub-contract orders to factories and accept the lowest bid. Workers in those
factories must work until the contract is completed, which often means working 14–16 hour days,
6–7 days a week, without proper payments for overtime. Studies show that real wages have
actually fallen over the past 12 years in these export processing industries.38 Under China’s
Trade Union Law, the right to strike is not protected and workers attempting to strike can be
punished or even imprisoned. China’s manufacturing and mining industries are among the most
dangerous in the world. Over 6000 miners died in mining accidents in 2004.39
The downward pressure on wages and working conditions is maintained by a vast supply of
‘floating labour’ and migrant workers. Huang Ping, a Research Professor at the Chinese
Academy of Social Sciences, estimates that there are 80 million rural labourers in China seeking
non-agricultural opportunities in cities and towns. He adds that the traditional agricultural
production needs only about 150 million full-time workers, which means that there is potentially
an extra 210 million workers that could join this floating workforce.40 There are numerous
reports that migrant workers and women are subject to discrimination in export processing zones.
Chan notes that, “migrant workers are the main victims of the most serious labour-rights
violations” as they provide a cheap flexible source of labour in export processing zones.41
Migrant workers are required to possess a ‘temporary residential permit’ and are not entitled to
the benefits enjoyed by local residents, such as social welfare, schooling or the right to own
property.
This downward pressure resonates throughout the Asia-Pacific in the lowering of wages and
working conditions. For example, South Korea’s protective labour laws were relaxed in 1998 to
make it easier for workers to be dismissed and Malaysia and Singapore host a large number of
foreign migrant workers.42 Flexible or casual labour is widespread in Thailand, Indonesia and the
Philippines. In Australia, this downward pressure has contributed to the environment for the
conservative Howard government to introduce major changes to the industrial relations system,
which will threaten working conditions, the minimum wage and the ability of workers to
organise. Proposed changes include lowering minimum wages and working conditions by
abolishing the role of the Industrial Relations Commission as an ‘independent umpire’, removing
unfair dismissal protection for employees in workplaces with up to 100 employees and restricting
the rights of union official to visit workplaces. The Australian election in 2004 gave the Howard
government an increased majority and control of both houses of parliament, meaning that these
proposals could be passed from August 2005.
4.

Resistance by social movements

Social movements have arisen at local, national and international levels to challenge multilateral
and bilateral trade negotiations that advance the US neoliberal economic model. These
movements have had successes in exposing the secret and undemocratic nature of negotiations
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and the reach of trade agreements into peoples’ lives and national laws and policies. In 1998,
national movements formed global links to successfully resist the MAI’s blatant charter for the
extension of corporate power at the expense of democratic law-making. In Canada, strong
community movements turned public opinion against the North American Free Trade Agreement
(NAFTA), but political parties failed to keep pledges to oppose the agreements after being
lobbied by powerful business interests. In Latin America, the spread of NAFTA has been
delayed, partly because of the election of more progressive government sceptical of the neoliberal
agenda in key Latin American countries.
In Australia, the campaign against the US-Australia FTA brought together diverse movements,
including unions, environment groups, health groups, pensioner groups and many other
community groups. There were hundreds of community meetings around the country, rallies in
the major centres, thousands of letters and emails sent to politicians and two parliamentary
inquiries. This grassroots debate was reflected in both community and mainstream media. A
well-funded business lobby, including US-based firms such as AUSTA, campaigned for the USAustralia FTA, especially in the Murdoch-owned media. But the claimed benefits of the USAustralia FTA were contested fiercely even by mainstream economists.43 There were also links
between unions and community groups in the US and Australia, reflected in common critical
statements and lobbying of some members of the US Congress. The limited impact of the USAustralia FTA in the US meant that this campaign did not become a major focus for US social
movements.
This campaign succeeded in influencing public opinion. There was a steady decline in support
for the US-Australia FTA, from 65% when negotiations started to 35% in February 2004 when
the deal was concluded. A survey by the Lowy Institute in February 2005 showed that support
for the agreement remains at only 34%.44 The main opposition party, the ALP, and the minor
parties all adopted policies critical of the US-Australia FTA. This was the first time the ALP had
ever conceded that it might oppose a particular trade agreement and showed the influence of the
community campaign. In the end, the implementing legislation was approved in parliament as a
result of factional divisions in the ALP. Key figures in the ALP Right, lobbied by sectors of
business who would benefit, argued that rejection of the US-Australia FTA would be seen as
anti-business, anti-American and electorally damaging. The ALP Caucus endorsed the
implementing legislation, with some amendments in response to very specific community
concerns about the costs of medicines and Australian content rules in audio-visual media.
In China, there is an increasing debate about the neoliberal trade agenda and some Chinese NGOs
and academics are vocal critics of free trade. Wang Hui, a Research Professor of the Chinese
Academy of Social Sciences, suggests that the 1989 social movement in China was the first
mobilisation against marketisation and “should be seen as part of a continuum leading up to the
November – December 1999 Seattle, and the April – May 2000 Washington protests against the
WTO and IMF.”45 Targeted resistance against a neoliberal free trade agenda is building
momentum in China, following its accession to the WTO in 2001. Hong Kong based activists
and organisations have formed the Hong Kong Peoples’ Alliance on the WTO to facilitate a
regional mobilisation to coincide with the WTO Ministerial in December 2005.46
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Within the Chinese labour movement, there are developments to protect workers’ rights and
conditions in the ‘race to the bottom’. There has been an increase in the scale and frequency of
workers’ protests documented in the Chinese press. In export processing industries in Southern
China, there are reports of a labour shortage crisis as rural migrant workers respond to declining
real wages and poor working conditions. Chan observes that “the rural population of China …
are engaging in a form of spontaneous collective action and initiating changes in China’s macrolabour market.” 47
The All Chinese Federation of Trade Unions (ACFTU), although officially aligned with the
Government, has begun organising enterprise-level trade union elections in state-owned
enterprises and is pressuring some transnational corporations to establish union branches in the
workplace.48 The most publicised example of this is ACFTU’s campaign targeting Wal-Mart to
establish official union representatives at Wal-Mart retail outlets in China. In November 2004,
Wal-Mart succumbed to ACFTU’s pressure and reporting by the Chinese media and established
workplace union representatives in all of Wal-Mart’s Chinese stores. Wal-Mart is renowned for
its anti-union practices in the US and this is the first time that Wal-Mart has made concessions to
a trade union.49

Conclusion
The bilateral negotiations pursued by the US and China have different key features and different
implications for communities and social movements. This web of trade negotiations in the AsiaPacific provides an opportunity for social movements in different countries to work together to
resist unfettered neoliberalism. In the context of the China-Australia FTA, bilateral trade
negotiations provide an opportunity for activists and community organisations in Australia to
establish and develop links with similar groups in China. In resisting these FTAs together, we
can deepen our understandings and build solidarity to resist the neoliberal trade agenda.
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