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The Power to Deal 

and their career prospects. As discussed in Chapter Two139, this activity by 

non-elected officials could be seen as of a piece with doctrine of 

responsiveness to the needs and wishes of the government of the day, but 

could also be interpreted as a form of policy entrepreneurship in line with 

the public values principle - developing and promoting a policy schema that 

may advance the national interest (however defined) while at the same time 

serving to enhance the reputation of those officials involved in its 

development. 

Internationally, progress toward further trade liberalization at the 

multilateral level appeared increasingly difficult, and prospects for any 

early agreement for the next round ofVV'TO negotiations were unpromising 

during 1996 and 1997. Professionally, many of these officials saw it as their 

duty to give practical effect to the policies of the government of the day 

despite any misgivings they may have had about the merits or otherwise of 

pursuing PTi\s. Also, it surely would not hurt career prospects to be at the 

forefront of policy development in the area of bilateral approaches to trade 

liberalization given that was the direction the government was seeking to 

lead policy. And, i:n the absence of much action at the multilateral level, it 

gave both officials and their political masters something to do: 

One deputy secretary, Pam[ela] Fayle [head ofDFAT's Trade and 

Economic Analysis Branch in 1996·97 and head ofDFAT's }v:farket 

Development Division between 1997·2000], said there was a need to 

start thinking about actuating the Coalition Government's trade 

policy, and saw that no work had really been done to do that. She 

suggested the whole of idea ofTEFA/TIFAs [Technical and 

Economic/Investment Framework Agreements - later to be known as 

Trade and Economic Framework Agreements], leading on to FTAs. 

TEF As were seen as a way to get something 'announceable' on trade 

up and running. The idea was that we could step them up to FTAs -

Davis, 2005. 

139 Pages 55-8, 

178 



Ibe Power to Deal 

Underlining this initiative was, in part, the sense that it was the task of 

DFAT, as the government's lead trade policy agency, to give policy shape 

and intellectual cladding to the Howard government's trade policy stance. 

According to one senior DFAT official: 

It wasn't a philosophical shift and yet, there was also in the 

department the development of policy towards FTAs it was our 

responsibility to do this - Raby, 2005. 

According to another senior DFATofficial, the Howard government made 

changes in senior appointments that helped smooth the way for the shift in 

trade policy strategy toward the embrace ofpreferentialism: 

The bilateral push in recent years came from people who were not 

drivers of trade policy in the 1980s. They are driving it because it is 

the political preference of the day. The shift back to bilateralism was 

driven politically after the Howard government came to power and 

they brought in senior bureaucrats with them - Ashton Calvert and 

Phillip Flood - these were people keen to get on with a bilateral 

program but they were never trade people, they were foreign affairs 

people - Kenyon, 2005. 

Among these officials was Geoff Raby, a one·time advisor to Labor's trade 

minister Bob l\.:fclVIullan, Pamela Fayle, who headed DFAT's Market 

Development Division (which was at the core of Fischer's bilateral trade 

policy approach), and a number of deputy secretaries· David Spencer (at the 

time deputy secretary with responsibility for the Office of Trade Negotiation 

and the Trade Development Division), Peter Grey (also APEC ambassador 

between 1996 and 1998) and Joanna Hewitt. From the election of the 

Howard government in March 1996 they worked upon developing and 

refining the ideas and principles that would guide the development of the 

shift in trade policy strategy, including the negotiation of Trade and 
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Economic Framework Agreements as a prelude to the negotiation of 

bilateral PTAs140. This work included the development of a set of criteria to 

be used in selecting potential PTA partners: 

a. The economic importance of a potential partner, including the extent 

of Australian commercial interest involved; 

b. The potential political impact of a particular PTA on Australia's 

relations with other nations; and 

c. The potential for the PTA partner to be able to negotiate and enforce 

a PTA that is genuinely liberalizing and comprehensive. 

That criteria was [sic] developed over some time and that formed the 

basis of our handling of the selection and approval of FTAs. The 

reason was to limit the number of FTAs. There had to be some rigour 

in the process - Raby, 2005. 

It [the Cabinet decision] certainly denoted a readiness in principle to 

look at them but it laid down some fairly tough conditions that they 

should meet before we look at them_ There was a sense, reflected in 

that decision and discussions between departments and between 

Cabinet ministers and the decisions that accompanied it 'Yes, look at 

it but don't kid ourselves that its straight forward, don't kid ourselves 

that the gains are necessarily all that easy to obtain and we need to 

keep a firm focus all along on the \;v'TO process as well - Calvert, 2006. 

In developing the intellectual grounds for the Coalition's bilateral trade 

policy emphasis, the bureaucrats involved gave effect to the views of Foreign 

Minister Downer and Trade Minister Fischer (who jointly presented the 

DFAT submission on the negotiation of PT As to Cabinet) that Australia's 

trade strategy had to be broadened beyond non-preferential approaches to 

trade and market access (Downer, 2008). But despite Cabinet's approval in 

1997 it took almost three years for the first PTA to be negotiated by the 

140 . .r\ustra.lia negotiated Trade and Economic Frame\vork ~.\greements ,,,-ith both Japan and Chio.a as a prelude 
to embarking or1 negoriiitions for bilateral PT.As 'W"ith these -countries. 
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Howard government to appear. This delay in part reflected the effects of the 

Asian financial crisis of 1997-98, which robbed economic development in the 

region of much of its momentum, and created considerable political wariness 

about increasing the exposure of Australia's economy to many of the Asian 

nations. Furthermore, political relations with another potential partner 

country, the United States, were at times difficult. In 1998 and 1999 then 

USTR Charlene Barshevsky approached Fischer with a proposal to establish 

a PTA embracing the US, Australia, New Zealand, Singapore, Chile and 

possibly Thailand (Fischer, 2005). In October 1999 Fischer's successor, J\'1ark 

Vaile, had a meeting with ministers from Singapore and Thailand at which 

they proposed a PTA involving Australia, New Zealand and the ASEAN 

group of nations (Kunkel, 2005). But opposition from the Indonesian and 

:Malaysian governments killed off the proposal in early 2000 and by later 

that year the idea of a PTA with Singapore came to the fore (Kunkel, 2005). 

According to the-then Foreign Minister Downer who, as the minister with 

portfolio responsibility, jointly presented the submission on PTAs with 

Trade l'viinister Tim Fischer, one of the significant difficulties in 

implementing the policy was finding suitable partner countries: 

Obviously you had to have a partner who was worthwhile, in two 

ways. One was that they had some capacity to negotiate and enforce 

the terms of an agreement. That rules out quite a lot of countries, 

actually. Secondly, there'd have to be some significant- not minor -

net benefit to Australia. The third thing was there had to be 

consultation with Australian industry to see what their response to 

such an agreement was. Fourthly, it had to fit in with the broader 

framework of our foreign policy. You have quite a list of FTAs that 

have been negotiated or being considered, and they all fit those 

criteria - Downer, 2008. 
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6.5 CONCLUSION 

By the time the Howard government came to office in 1996 consideration 

was already being given in the upper echelons of government and the 

bureaucracy to the pursuit of preferential trade agreements despite on·going 

efforts at the multilateral level. But the use of trade policy to manage 

international relations and as a tool for domestic political advantage rather 

than as a means to achieve economic reform became much more explicit 

under the Coalition government. Initially, in a domestic political 

environment shaped by the hardships imposed by the recession of the early 

1990s, trade policy became a point of political differentiation - while a 

Coalition government would opportunistically seize opportunities for 

national advancement at the multilateral level, it would place more 

emphasis than its Labor predecessors on developing regional and bilateral 

trade arrangements as a means to satisfy domestic political priorities as 

well as meet strategic and commercial needs. As evidence gathered in this 

chapter shows, under Howard the Liberal Party repudiated the Fightback! 

policy agenda and instead began to tap into the disenchantment with the 

consequences ofincreased trade and economic liberalization felt by 

significant sections of the electorate. 

Through its policies the Howard government both reflected and reinforced a 

shift in the conception of Australia that was in many respects subtle but far­

reaching. There was no undoing the reforms of the 1980s that had opened 

the economy and set it on the path of greater integration with the global 

economy. But the growing unease about the speed and scale of integration, 

evident on the Gold Coast in the late 1980s and which manifested itself in 

the formation of One Nation in late 1996, was a political phenomenon that 

presented the Coalition with both challenges and opportunities. Rather than 

trying to disown the Hawke and Keating government reforms it supported, 

the Coalition appealed to the nationalist impulse underlying much of the 

unease in the electorate by distancing itself from Labor's rhetorical embrace 

of Asia and multilateralism and proposing a trade policy stance it sought to 

characterize as pragmatic - pursuing opportunities at the multilateral level 
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when they arose, but not surrendering 'concessions' such as"tariff cuts 

without reciprocal gains from trading partners. Thawley, who played a key 

role as a foreign policy advisor within the Department of Prime Minister 

and Cabinet and later in the prime minister's office, articulated the 

government's approach this way in an interview with the author: "[A] basic, 

pragmatic attitude that if you can cut a deal which is beneficial then you 

should do so, whether it's bilateral, regional or global". 

This was in many respects embodied in the 'aggressive bilateralism' 

approach to trade issues crafted by Tim Fischer. Fischer argued that 

multilateral liberalization remained the best option, but also publicly 

recognized that "there is no such thing as a level playing field" in 

international trade. As a point of policy differentiation from Labor, it rested 

on an inaccurate caricature of the Hawke-Keating governments as having 

focused their efforts almost entirely on multilateral trade negotiations to the 

virtual exclusion of bilateral trade dealings. But it helped the Coalition in 

its attempts to portray itself as more attuned than Labor to the concerns of 

large sections of the electorate. 

Through aggressive bilateralism, with its inherent recourse to specific 

reciprocity (Keohane, 1986), the government could argue it was attempting 

to level the playing field. In so doing the Howard government gave support 

to a more qualified approach to Australia's economic engagement with the 

rest of the world, one in which trade policy became more a tool of foreign 

policy than of economic reform. As Calvert observed in an interview with the 

author, there was a preference in the Coalition to "tone down some of what 

they regarded as excessive emphasis and reliance on multilateral processes. 

We wanted to reaffirm the fundamental importance of key bilateral 

relationships around the world". 

This shift was facilitated by the political institutional framework, in which 

executive power was concentrated in the hands of an electorally successful 

prime minister and resistance in the trade bureaucracy to the new policy 
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regime was overwhelmed by the ethos that its primary role was to 

implement the policies of the government of the day. As evidence gathered 

in this chapter shows, although some bureaucrats argued for the priority of 

multilateralism, there was an intellectual shift within DFAT during the 

1990s to invigorate bilateralism, and once the Howard government was 

elected this extended into articulation by senior departmental officials of an 

agenda for the negotiation of PT As in what might be seen as simultaneously 

as responsiveness to the needs of government as well as a form of policy 

entrepreneurship. 

It is to the implementation of the government's trade policy· including the 

relationship that developed between the government, the bureaucracy and 

commercial interests in the pursuit of market access · that the discussion 

now turns. 
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7. A MATTER OF INTERESTS 

7 .1 INTRODUCTION 

7.1.1 INTERESTS AND PROTECTION 

For much of the period since nationhood, Australia's trade policy has been 

marked by the erection and maintenance of protective tariff barriers to 

international competition. In the early years after Federation the political 

triumph of the Alfred Deakin·led protectionists over advocates of free trade 

in federal parliament saw the establishment of what has been described as 

the Australian Settlement, characterized by a vVhite Australia immigration 

policy, industry protection, wage arbitration, state paternalism and imperial 

benevolence (Kelly, 1992: 1·2). The policy of industry protection, in 

particular, was underpinned by broad consensus among potentially 

conflicting interests. Organized labour backed protection for developing 

manufacturing industries both for the jobs it created and in return for an 

arbitrated wage fixing system (Oatley, 1996: 48), while agricultural 

producers who faced higher production costs from import tariffs -

supported industry protection in exchange for a system of statutory 

marketing bodies, public subsidies, price fixing and industry levies (Kelly, 

1992: 6). In one form or another this compact survived largely unchanged 

through the formation and collapse of the system of imperial preferences of· 

the 1930s to the McEwenist era of'all·round protection' of the 1960s. 

It was in part a measure of the success of industry in lobbying for higher 

tariffs that by 1970 Australia had the most highly protected economy in the 

OECD, after New Zealand (Anderson and Garnaut, 1987: 6). But during the 

1970s mounting evidence of the costs of protectionism to both national 

economic growth and to key industries, particularly agriculture, gave rise to 

ever louder calls for tariff cuts and industry reforms. Much of the 

intellectual case for lower protection was formed in a series of reports and 
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government·commissioned inquiries into the costs ofprotection141 , but 

private interest groups were active on both sides of the argument. During 

the 1970s lobbying by private interest groups both for maintaining 

protectionist policies and for greater liberalization was becoming more 

active and overt. The number and size of lobbying offices maintained by 

firms and industry groups in Canberra expanded sharply in the periOd 

(Anderson and Garnaut, 1987: 73). \Vhile some were aimed at retaining or 

increasing protection or valuable import quotas, other groups seeking 

greater trade liberalization became more active, not least farm industry 

groups. Highly significant was the formation in 1977 of the National 

Farmers' Federation, which had trade liberalization as one of its primary 

goals. The federation's activities in highlighting the costs to farmers and the 

public more generally of the costs of protection put pressure on the Country 

Party (which became the National Party at this time) to shift its policy 

stance supporting protection and helped encourage the development of a 

free trade faction in the Liberal Party (ibid 74). Other industries that 

shared an interest in freer trade - mining and export·oriented 

manufacturing- also increased their lobbying efforts. 

As a political consensus emerged during the 1980s and early 1990s around a 

policy of economic liberalization and freer trade, manufacturing industry 

and its allies in the labour movement increasingly turned their efforts away 

from the maintenance of politically unfashionable tariffs to the negotiation 

of government support and assistance in adjusting to a lower tariff 

environment. For example, in 2005 the Australian Industry Group, 

representing about 10,000 firms in manufacturing, construction, transport, 

telecommunications and the senices, saw little future in fighting on tariffs: 

I have been quite impressed across the board with how accepting 

everyone is about tariff removal. Everybody sees this as an absolutely 

141 Among these was the work of the Tariff Board under me leadership of "-\.If Ratt',gan :ind its successor tl1e 

Industries A_ssistance Commission in measuring and highlighting the costs of protection (Kelly, 1992: 44; 
C"Yflmaut, 1994: 63-·4). ~\series of inquiries commissioned by the Wbitlam and Fraser governments - the 
Jackson report on manufacturing (1975), the Fraser govem1ne11t's \Xlhite Paper on :rnanufacturing (1977) and 
the Crawford report ort the adjustment problems of ,.,\ustralian manufacturing (1979) - each advocated tariff 
reduction (~\nderson and Gamaut, 1987: 71-2). 
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inevitable trend, even the TCF (Textile, Clothing, Footwear) sector, 

which is possibly most surprising [because] they are one of two 

sectors that have traditionally benefited from protection. It's been a 

very long, hard road for them coming out of that basis of operation, 

but the fight's out of them now. At round tables and the like it is 

utterly accepted across the board - Jacky Millership, Manager, Trade 

and Commercial, Australian Industry Group, 2005. 

This consensus at the national level has remained relatively intact, but is 

showing signs of fraying in relation to the automobile industry as the 

combined effects of greater international competition and lower tariffs have 

put pressure on the sector, which has shed more than 7000 jobs since 2002 

(Carr, 2007). An announcement by car manufacturer General .M.otors 

Holden in March 2007 that it would cut 600 jobs from its South Australian 

operations, the latest in a string of such decisions, prompted South 

Australian Labor premier Mike Rann to call for an end to tariff cuts for the 

automobile industry142. At the federal level both of the major political 

parties have indicated they will review the tariff cut program in 2008 

<Anderson, Rollins and Taylor, 2007). And while the peak industry body, the 

Federal Chamber of Automotive Industries, has maintained its commitment 

to the government's tariff cut program, individual car companies lobbied for 

reform of the $4.2 billion Automotive Competitive and Investment Scheme 

established to assist adjustment to a lower tariff environment. 

7.1.1.1 THEORIES OF INTEREST GROUP BEHAVIOUR 

l'vfuch theory of private interest group behaviour regarding trade policy has 

focused on the establishment or maintenance of protectionist policies such 

as tariffs, import quotas and industry assistance. As discussed in Chapter 2, 

in the political economy literature considerable effort has been made to 

explain trade policy by recourse to the economic interests of societal actors. 

As early as 1935, Schattschneider was emphasizing the importance of 

interest groups in shaping trade policy, a theme subsequently elaborated on 

142 Under the Howard government's industry plan, announced in 2002, tariffs on passenger motor vehicle 
imports would be reduced from 10 pct cent to 5 per cent from 1 January, 2010. 
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by scholars developing a political economy approach to trade policy, 

including Kindleberger (1951), Krueger (1974) and Gourevitch (1977). In 

one branch of the literature this approach has developed into a demand·side 

model ofpolk'Y·making in which trade policy, particularly industry 

protection, reflects the economic interests of societal actors. This model has 

at its base a society·centred view of the state in which, to varying degrees, 

the state plays a neutral or minor mediating role between interests and 

polk-y (Meier, 1990: 187). Drawing on Olson's (1965) public choice model of 

interest group formation, political economists have used the demand·side 

model to explain protectionist policies as due in large part to the demands of 

domestic economic actors (Milner, 1999: 95: Frey, 1984, 30·2; Grossman and 

Helpman, 1995: 668; Ikenberry, 1986: 57·8; Panagariya and Findlay, 1994). 

Specifically, those who could readily identify and quantify the losses they 

would suffer as a result of a reduction in protection were more likely to 

incur the expense of organising and lobbying against the proposed change 

than the much larger group that would derive marginal benefit from the 

change. Implicit in this approach is a political model of economic pluralism, 

in which policy outcomes are a function of political conflict, shaped by actor 

preferences, weighted by the market power of competing actors and their 

propensity for collective action (Garrett and Lange, 1996: 49). Though 

demand·side theorists differ in the degree of autonomy they envisage for 

state·based actors143, they are alike in ascribing prime causal significance to 

the economic interests of societal actors - policy change occurs because 

different coalitions of interests manage to gain power and impose their 

preferences on society (Meier, 1990: 187). From this viewpoint the policy 

preferences of societal actors are deduced from potential changes in their 

143 For example, Grossman and Helpman (1995) postulated that industty lobby groups offer policy­
contingent funding to politicians, who in tum make policy choices that best serve their interests in being 
elected or re-elected. Another model, advanced by Brock and Magee (1978), holds that politicians would 
commit to a level of tariff protection that maximized their support from protectionist interests while limiting 
their e.xposure to accusations of being 'bought off' and inflicting additional costs on consumers. Mayer (1984: 
301) argued that trade protection would be set at the optimum tariff for the median voter. Ruggie (1982:392) 
envisaged the state as playing a :mediating role between international markets and society in the post-\Vorld 
War Two period. The "embedded liberalism" of the postwar international economic order embodted a 
compromise between tl1e strictutes of free trade a:od the social adjustment costs produced by trade 
liberalization, and govemments pJayed a role in enacting and sustaining this compromise by moderating 
the volatility of cross-border transaction flows and making social investments and provicling safety nets and 
adjustment: assistance (Ruggie1 2003). 
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income arising from different trade policy settings. Policymakers are 

assumed to act in the interests of the dominant social class or group, either 

because they themselves are of that class or group, or because they seek or 

rely upon the support of that class/group to maximize the likelihood of their 

election or re-election (see, for example, Brock and l\:Iagee, 1978: 246-50). 

In Australia, there is a network of policy communities, lobbies and 

consultative mechanisms that feed into the development and 

implementation of trade policy. There are seven formal government­

industry consultative bodies, as well as several export advisory panels, 

industry and trade agreement·specific advisory groups as well as informal 

consultations between ministers, bureaucrats, industry representatives and 

business people. The theories outlined above suggest that the 

preferentialism that has emerged in Australian trade policy is in response to 

the demands of a politically or economically dominant group. But, while the 

negotiation of PTAs has been supported by export-oriented industries, not 

least because they are seen to be a mechanism to improve market access 

and reduce barriers to investment flows, there is little evidence that they or 

other private interests have driven the change. Instead, it is argued here, 

interests have played a much more subordinate, though still important, role 

in trade policy. 

7.1.1.2 THE ROLE OF INTEREST GROUPS 

As the focus of trade policy has shifted away from tariffs and industry 

protection to the negotiation of increased market access - including, since 

the late 1990s, through preferential agreements - the opportunities for 

private interest intervention have narrowed. Government has held to itself 

the choice of potential PTA partners, with interests largely relegated to 

three distinct roles: as sources of detailed industry advice, as participants in 

the negotiation process and as advocates, to both industry and the broader 

public, of trade agreements that are struck. 
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On the few occasions where interests have directly proposed or opposed a 

trade agreement they have met with little success, particularly compared 

with policy entrepreneurs within government who, because of the political 

institutional architecture, have played a pivotal role in proposing and then 

forging PTAs such as the AUSFTA. 

The three PTAs negotiated by the Howard government144 shed light on the 

role private interests have played in framing Australian trade policy. The 

following discussion examines the formal and informal mechanisms that 

have been used by private interests seeking to shape trade policy, and the 

role these interests have played in the shift in trade policy toward the 

negotiation of preferential trade agreements. The argument then proceeds, 

through consideration of the three PTA agreements concluded by the 

Howard government - with Singapore, Thailand and the United States - to 

consider two further issues. The first is an assessment of the extent to which 

private interests have influenced the selection of PTA partners, with 

particular attention given to the role of policy entrepreneurs in this regard. 

The second is the importance of private interests in implementing the 

government's PTAs, not only during the negotiation process but also, 

importantly, as advocates of these agreements to sectional interests and the 

general public. 

7.2 TALKING TRADE 

As discussed in the previous chapter, part of the Coalition's political 

strategy to unseat the Keating government had been to accuse it of an 

ideological attachment to multilateralism that led it to neglect bilateral 

avenues for pursuing trade interests. It pledged during the 1996 election 

that it would "revive and reinvigorate neglected bilateral trading relations" 

in order to improve market access (Snape, et.al. 1997: 450). The Howard 

government came to office without a clearly defined and developed policy of 

trade preferentialism; rather, its focus was on reinvigorating bilateral trade 

: 44 _.\sat February 2008 these were the Singapore-. .t\ustrnlia Free Trade Agreement, '\vhich came into force on 
28 July, 2003; and the ,\ustralia-United States Free Trade Agreement and the Australia-Thailand Free Trade 
~-\greement, both of \vbich came into effect on 1 January, 2005. 
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efforts. By early 1997, after almost a year in office, the broad outlines of the 

Howard government's trade policy of 'aggressive bilateralism'145 were 

apparent. In essence the Howard government's trade policy, as described by 

the·then Trade Minister himself, was to "make sure that we maximize 

Australia's exports. More exports means more growth which means more 

jobs. That is the most important economic equation, as far as I am 

concerned" (Fischer, 1998). To achieve this, the government increased the 

emphasis on targeting specific overseas markets and, through bilateral 

mechanisms and other means such as export promotion, pushing for 

improved access. Much of this work was undertaken under the auspices of 

the Market Development Task Force, appointed by Fischer in August 1996 

and chaired by the secretary ofDFAT, which was formed to coordinate 

government activity to target priority markets for access, trade promotion 

and trade development (Fischer, 1998; Fischer, 1997a; Fischer, 1997b; 

Fischer, 2005). This policy supported the Coalition's political strategy to 

simultaneously buttress its economic reform credentials by publicly backing 

multilateral trade liberalization while highlighting its efforts to 'level the 

playing field' in trade through bilateral negotiations with other governments. 

\Vhile the Coalition government brought with it a change in rhetoric 

surrounding trade policy, particularly in its emphasis on bilateral 

approaches to trade issues, in practice before 2000 it was largely a 

continuation of the conduct of trade policy as implemented by successive 

governments over the preceding decades. As Harris (1986: 72) indicates, the 

vast bulk of trade effort by successive governments has been devoted to 

export promotion and addressing trade issues on a bilateral basis, including 

the negotiation of bilateral agreements within the multilateral framework. 

For instance, the Hawke government reached bilateral agreements affecting 

trade and investment with countries including China, Korea and Papua 

New Guinea during the 1980s and early 1990s, when it was also embroiled 

in efforts to reinvigorate the Uruguay Round of multilateral negotiations 

(Snape et al., 522-45). Although public debate about the trade policy 

145 The origins of the tetm are obscure, but former Trade Ivlinister Tim Fischer accepts it as a description of 
his policy approach (Fischer, 2005). 
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directions adopted by successive governments has often been characterized 

in terms ofmultilateralism versus bilateralism (FADTR, 2003: 17; Thirlwell, 

2004: 3·4), governments of all persuasions have been simultaneously 

engaged on trade matters at a bilateral, regional and multilateral level 

(Snape et.al. 1997: 449·50). 

As Trade Minister, Fischer energetically spruiked improvements in market 

access and export promotion achieved bilaterally (Fischer, 1997b; Fischer, 

1998). As part of the government's advocacy for its policy approach, it 

published an annual Trade Outcomes and Objectives publication, which 

gave an account of trade relations, identified barriers to exports and 

targeted countries for individual action (Capling, 2001: 172). An example of 

the sort of action taken under this rubric was Fischer's negotiation of zero 

tariff access for semi-processed wool exports to l\/lexico: 

Herminio [Blanco Mendoza; former secretary of commerce and 

industrial development in the l\foxican government of Ernesto Zedillo 

Pone de Leon] and I thought we could create a wilrwin situation by 

creating a zero tariff on semi·processed wool, even though we had no 

FTA, as a one·off deal effectively [linking] Dubbo to Mexico City and 

the surrounding woolen mills. This created the l\tiexico pipeline, 

whereby Australian semi·processed wool went to Mexico at zero tariff, 

was done up into coats, suits and jumpers, and then zero tariff under 

NAFTA into the world's largest economy, in a sense under the radar 

screen but within the rules of origin - Fischer, 2005. 

Similar work was co·ordinated under the auspices of the Market 

Development Task Force. For instance, a DFAT official on the taskforce was 

directed oversee efforts to change Republic of Korea rules regarding ultra 

heat treatment (UHT) milk which had inadvertently blocked market access 

for Australian producers: 

Every three months he had to come back before this market 

development taskforce, often chaired by the Secretary, in front of his 

peers and say why he had nothing to report and we'd made no 
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progress. At least they'd canvas ideas, we'd tried this, we'd tried that, 

we'd gone public and Industry Minister Macfarlane is going up there, 

put it on his brief as well, and we beavered away and beavered away 

and eventually they lifted the regulation that was causing us grief -

Fischer, 2005. 

\Vhile such bilateral efforts to improve market access were essentially non· 

preferential, by early 1997 work was well underway on ideas that would 

mark a clear and crucial break with the policy direction of the preceding two 

decades. During 1996 and early 1997, with an increased political emphasis 

on bilateral approaches to trade, the idea of Technical and 

Economic/Investment Framework Agreements was developed (Davis, 2005; 

Raby, 2005). In time the proposals were formalized into a Cabinet 

submission for the negotiation of preferential trade agreements and criteria 

for the selection of potential PTA partners, which was approved at a Cabinet 

meeting in May-June 1997 (Fischer, 2005; Downer, 2008). According to one 

account, the Cabinet discussion of the move did not involve an exhaustive 

examination of the strategic and technical implications of pursuing PT As, 

but was couched more in terms of the lack of progress towards trade 

liberalization multilaterally and at APEC (Kunkel, 2005). It was with this 

reversion to preferentialism, rather than the pursuit of 'aggressive 

bilateralism', that the Howard government brought about a crucial change 

in trade policy. 

7 .2.1 MECHANISMS OF INDUSTRY CONSULTATION 

This activity did not occur in a vacuum. The federal government sought and 

received industry views on both trade policy and specific trade issues 

through a number of formal and informal mechanisms. Soon after its 

election, the Howard government established the parliamentary Joint 

Standing Committee on Treaties [JSCOT] which has as its duty to 'review 

and report on all treaty actions proposed by the government before action 

which binds Australia to the terms of the treaty is taken' (APH, 1996). As 

part of its inquiries the committee invites public submissions and has held 
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several seminars. Industry groups, unions, community groups, firms and 

individuals have made both written and verbal submissions to the 

committee on proposed trade treatiesl46. Trade agreements may also be the 

subject of parliamentary scrutiny through inquiries and hearings held by 

committees from both the House of Representatives and the Senate, 

including the Joint Foreign Affairs. Defence and Trade Committee and the 

Senate Foreign Affairs, Defence and Trade References Committee. 

In its August 1997 foreign and trade policy ~'hite Paper, In the 1Vational 

111terest, the government acknowledged increasing interest among business 

and community groups in trade agreements: 

Governments need to prepare for an even greater interest in 

international negotiations by non-governmental organizations and by 

the private sector. The government has already expanded the treaty­

making process to ensure greater consultation with the community, 

including business and non-governmental organizations. The 

increased range of trade, economic and social issues dealt with 

internationally will make such consultations even more important -

DFAT, 1997: 79. 

In addition to increasing the avenues for parliamentary scrutiny, the 

Howard government established a number of consultative groups intended 

to provide opportunities for the exchange of views and information between 

ministers, bureaucrats, business and community representativesl47• Among 

these were: 

• National Trade Consultations - biannual meetings, chaired by the 

Minister for Trade, with state and territory counterparts, supported 

l4f.i On paper, JSCOT is an important actor in the treaty process, However, through its actions on a number 
of occ-asions> the government has shown that it does :not regard the committee as having-a credible veto 
power. In several reports JSCOT expressed dissatisfaction 'l.V'"ith the goverrunent over t:he introduction and 
passage of legislation enabling treaties before the commfrtee' s tevie-..vs had bee:n completed, including for the 
Thailand-£\ustralia PT..:t Enabling legislation for the agreement was introduced in the House of 
Representatives on 17 November 2004, and '\Vas p{lssed by the Senate the follo-..ving day~ prior to the 
committee being formed in the newly-elected parliament and completing its inquiry (!SCOT, 2004a: 3). 
147 ,,-\s is discussed in f~"iher detail later in the chapter, there was also extensive industry consultation during 
the Uruguay Round negotiations, including through a consultative committee established fot the purpose. 
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and shadowed by consultations between federal, state and territory 

officials; 

" Trade Policy Advisory Council (now disbanded) - a panel of 14 

businesspeople, academics, economists and industry representatives 

drawn from a range of export activities in services, manufactures, 

agricultural products and minerals. The members were appointed by 

the Minister for Trade to provide advice on trade and investment 

issues1 48; 

• \VTO Advisory Group - a 16-member group, created in June 2001, 

drawn from business, unions and the non-government sector to 

provide expertise to the l\1inister for Trade on WTO·related issues 

(Vaile, 2001b) 149; 

• Agricultural Trade Consultative Group - jointly chaired by the 

l'viinister for Trade and the l\1inister for Agricultuxe, Fisheries and 

Forestry, and comprising representatives from 17 agricultural 

industry organizations; 

• the Automotive Council - jointly chaired by the Minister for Trade 

and the lVlinister for Industry, Tourism and Resources and bringing 

together 10 senior executives from vehicle and component 

manufacturers, and; 

• the .L\PEC Australian Business Forum - an annual meeting of senior 

government officials and business executives on ways .L\PEC can help 

lower business costs in the region. 

The Australian Trade Commission (Austrade), the government's export 

development authority, also convenes Export Advisory Panels involving 

senior officials and industry representatives to exchange information and 

views and, through industry-specific Action Agendas, Department of 

"'' Membership ofTPAC in 2003 is listed in Appendix One. 
149 Two people simultaneously served on both TP.AC and the \'FTO Advisory Group - Geoff Allen, of The 
.-\llen Consi.ilting Group, who was chair of both bodies, and A..l\lZ Banking Group chief economist Saul 
Eslake. The composition of the WTO AdvisoJ'.y Gmup changed over time, wirh unionist Bill Mansfield, an 
.Assistant Secretary at the_,\ustralian Coimcil of Trade Unions not replaced when he left the committee, 
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Industry officials meet with business people on industry issues that can 

encompass trade concerns. 

7.2.2 A CHANGE IN VIEW? 

\Vhile members of these advisory groups, including the Australian Industry 

Group's executive director (international) Leigh Purnell, who was a member 

of the vVTO Advisory Group, and Toyota l'vfotor Company senior executive 

John Conomos were, to varying degrees of enthusiasm, advocates of PTAs 

(Millership, 2005; Vaile, 200la), there is little evidence that they drove the 

shift in trade policy emphasis to include consideration of PTAs. Calls made 

in the early and mid·l990s for Australia to negotiate PTAs gained few 

backers. At the time at least one industry body, the Australian Industry 

Group, was advocating the negotiation of PT As. Purnell, had, during much 

of the 1990s, proposed that Australia strike bilateral PTAs with countries 

such as Thailand (Millership, 2005; Vaile, 2001a), but had found little 

support: 

Our group was flagging the idea early on. vVe were a lone voice for 

some period of time. Leigh Purnell was putting forward the idea of 

FTAs long before they were fashionable. In fact, Leigh was sort of 

laughed or booed out of some venues for daring to raise it - Millership, 

2005. 

But as the decade advanced and the number of countries exploring PTAs 

increased- including significant trading partners such as Japan and the 

Republic of Korea - the possibility of negotiating similar agreements came 

more firmly onto the Howard government's policy agenda, initially as a way 

to both improve trade access to particular markets, and ensure that 

Australian exporters were not outflanked by preferential market access for 

their competitors (Downer, 2008). As former Foreign Minister Downer put it: 

We didn't have to do it. \Ve could have just been passive, in which 

case ... Singapore might have pressed for a FTA with Australia all the 

same, so we would have had to weigh up the implications for our 
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bilateral relationship of just knocking them back, which would have 

been a little negative. Nothing is in black and white, it wouldn't have 

been the end of the world. It just seems improbable Australia would 

have done that, actually. It would have been a little eccentric to take 

the view that in no circumstances would we negotiate a FTA. After all, 

we already had one with NZ - Downer, 2008. 

Among export·oriented manufacturers PTAs were increasingly seen as a 

necessary defensive measure to ensure they would not be placed at a 

commercial disadvantage to international competitors. For example, the 

negotiation of Singapore· Australia PTA came at a busy time for the 

Singapore government. On the very day, November 16, 2000, that Prime 

Minister John Howard and his Singapore counterpart Goh Chok Tong 

announced the commencement of negotiations (after a meeting on the 

sidelines of the APEC leaders' summit in Brunei Darussalam), Singapore 

entered into formal PTA negotiations with the US government and was in 

the process of concluding its PTA with New Zealand. It was also almost a 

year into the negotiation of an Economic Partnership Agreement with Japan. 

The manufacturing and services industries, in particular, were watching 

this activity warily, concerned that they would be placed at a commercial 

disadvantage if rivals from countries such as the US or Japan gained 

preferential access: 

The growing number of FTAs are [sic] creating a competitive 

complexity for companies. Quite literally, when some of our major 

competitors in a given market are given a preferential trading right, 

that has a clear, commercial bottom-line impact on our companies. 

fi>Ianufacturers have gone through an amazing process of unilateral 

liberalization. All the competition is arriving at full-force here in 

Australia and companies have had to learn to retain their niche in the 

face of that competition and become a lot more innovative and lean 

and mean. They have gone through all of that and to now be told that 

some other countries have got a preferential access into country X 
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and you are not viable there any more is not something that is 

palatable for us. So we have been very vocal about FTAs. As our 

major trading partners have got more interested in FTAs and more 

active in them, what are you going to do? Quite literally, doing 

nothing is going backwards, and that's an untenable situation 

Millership, 2005. 

It was a concern shared in official circles. Former DFAT secretary Ashton 

Calvert150 said one of the key considerations for the government in deciding 

to pursue PTAs was the view that they were: 

Ulncreasingly [seen] as a necessary step for Australia strategically in 

trade policy as a defensive move, because there was a lot of talk 

around this time of an FTA between the Americas and if that got 

going and was formally locked in place there was quite a serious risk 

countries like Brazil, Argentina, Chile would achieve preferential 

access to the US market at the expense of Australian exporters, 

particularly in agriculture and processed food. Ifwe held back and did 

nothing and a number of other significant players including and 

involving key markets for us all got going with their own FTAs we 

would progressively miss out - Calvert, 2006. 

But, while some sections of industry, including some export·oriented 

manufacturers represented by the Australian Industry Group, may have 

favoured bilateral preferential trade deals, the politically-powerful farming 

industry and its peak body, the National Farmers' Federation, was 

suspicious of such a move. Since its founding in 1977 the NFF had been a 

champion of multilateral trade liberalization and there was considerable 

unease about the move to negotiate PTAs: 

A lot of us were fairly restless about that. Australia has a reputation 

as a free trade leader of the world, and we take a highly principled 

position on trade issues. We were worried that by negotiating FTAs 

Australia would lose that authority and find it harder to push things 

: 50 Dr Calvert was DFAT secretary from mid-1998 to December 2004. 
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at the WTO ·Allan Burgess, 2005 [chair of the NFF's Trade Policy 

Committee at the time of the negotiation of the Australia·US PTA]. 

The varying policy responses of industry groups to the proliferation of PTAs 

reflected differing interpretations of interests. As noted earlier, 

manufacturing sector representatives saw them as a defense against 

commercial disadvantage while agricultural producers were skeptical about 

the ability to secure significant improvements in market access for their 

products in Europe, the US and Japan except through multilateral 

negotiation. The Howard government - as indicated by Downer and Fischer 

·was mindful of the commercial implications of the proliferation of PTAs 

and was becoming increasingly doubtful about the prospects for early 

success of moves toward trade liberalization at the multilateral level. But in 

selecting its PTAs partners there is little to suggest private interests played 

a leading role, with geopolitical considerations and the ability and 

willingness of countries to negotiate such agreements weighing heavily on 

the government's decisions (Downer, 2008). 

The first PTA negotiated by the Howard government was with Singapore, 

which had low manufacture tariffs but more problematic behind·the·border 

barriers to the services trade; the second, with the United States, included 

issues of considerable importance to manufacturers, such as the treatment 

of intellectual property, but was dominated by agricultu:ral issues; only the 

third, with Thailand, potentially delivered big gains for manufacturers, 

including eventual zero tariff access for car exports. 

The competing arguments of export-oriented manufacturers and 

agricultural producers regarding the merits of PTAs as against 

multilateralism appear to have been reflected in the deliberations of 

Cabinet in formally adopting a PTA strategy when it met in mid-1997. But 

there is no indication that the concerns of particular or industries or specific 

markets underpinned Cabinet's decision. On the contrary, the decision 

appeared to reflect largely an in-principle view that such agreements should 
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be considered rather than there being a specific market access problem or 

issue that needed to be addressedl5I. As the-then DFAT secretary Ashton 

Calvert noted, Cabinet's decision "denoted a readiness in principle to look at 

them but ... there was a sense [of] .. .'don't kid ourselves that its straight 

forward,"' (Calvert, 2006). As outlined in Chapter 6, many of the 

antecedents of the policy shift can be traced back to domestic political 

considerations, including the need for policy differentiation by the major 

parties and the political opportunity presented to Howard while in 

opposition to play upon the disaffection of significant sections of the 

electorate which conflated the early 1990s recession with the disruption 

caused by economic liberalization. As the government made clear in its 1997 

foreign and trade policy White Paper, commercial interests might form part 

of its policy deliberations but they would not be overriding: 

However, it is the government which is ultimately responsible for 

decisions about Australia's international commitments. These 

decisions must take into account the views of business and 

community groups, but in the end the government must act on the 

basis of what it judges to be the overall national interest- DFAT, 

1997: 79-80. 

In the next section it is argued that while private interests had preferences 

for improving market access in particular markets, the selection of potential 

PTA partners was driven overwhelmingly by political, rather than 

commercial, considerations. That this is so is apparent in the following 

discussion of the selection of Singapore, the United States and Thailand as 

potential PTA partners. 

l5l t\s one observer indicated, when the subje<=t ofPT.-1.s came up iu Cabinet 'people thought it sounded like a 
good idea and thought; Let's do it' (Kunkel, 2005). lhe prime minister had an openness to opportunities a..'ld 
new approaches, .and if there was something in it for ,.\ustraliao exportei::s then he will say 'Let's do it' (ibid), 
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7.3 TAKEYOURPARTNERS 

7 .3.1 SINGAPORE PTA- REGIONAL AND TRADE ISSUES 

The selection by the Howard government of Singapore as its first bilateral 

PTA partner had its origins in regional and trade policy considerations that 

had little to do with the interests of particular sectors of the Australian 

economy. As is argued below, the tiny south·east Asian nation was an 

attractive PTA partner in part because there were so few substantive trade 

issues affecting commerce between the nations. The agreement was not 

aimed so much at resolving outstanding trade issues between the nations, 

though of course this was part of its purpose, but was part of broader 

strategies pursued by both governments aimed partly at establishing their 

PTA negotiation credentials to the international community and, for 

Australia, helping open a pathway through Singapore for greater 

engagement with ASEAN. 

7.3.1.1 THE GENESIS OF SAFT A 

\Vhile other APEC countries including the United States, New Zealand, 

Canada and Chile had been pursuing PTAs since the early 1990s, by late 

1998 there was still no such agreement under negotiation by Australia. 

Then, during an APEC meeting in Kuala Lumpur meeting in late 1998, 

USTR Charlene Barshevsky approached Trade Minister Tim Fischer with a 

proposal to establish a PTA encompassing the United States, Australia, 

New Zealand, Singapore and Chile (Fischer, 2005). This so·called P5 

(sometimes denoted as P6 with the potential inclusion of Thailand) was 

proposed in some secrecy. The meeting was held late at night in 

Barshevsky's hotel suite. Fischer insisted that that agriculture be included 

in any such agreement, and this was accepted on the condition that the 

politically sensitive textile, clothing and footwear and passenger motor 

vehicle industries also be included (Fischer, 2005; Rees, 2001: 257). There 

was a further discussion of the proposal at the 11th APEC Ministerial in 

Auckland in September 1999, but by then the \Vhite House was lukewarm, 

not only because of opposition from key agencies such as Treasury and the 
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Department of Agriculture (Rees, 2001: 257) but also because of the 

distraction of the looming presidential election. There were also concerns on 

the Australian side. The Australian government was wary about the country 

composition of the proposed agreement (Thawley, 2006) and Howard was 

skeptical about negotiating a PTA with the Clinton administration and was 

instead content to wait for the outcome of the US Presidential election, 

which he hoped would deliver Republican George W. Bush into the \Vhite 

House (Kunkel, 2005; Downer, 2008). 

Despite the early enthusiasm of some industry groups for the negotiation of 

PTAs, the genesis of the SAFT A, the first PTA negotiated by Australia since 

the CER in 1983, lay in the failure of talks regarding an AFTA·CER FTA 

agreement in the late 1990s (Calvert, 2006). Among the most commonly 

cited reasons for this failure was the hostility of JYialaysia and Indonesia to 

such an agreement (Kunkel, 2005; Oxley, 2005). Singapore and Thailand 

were the main proponents within ASEi\N of an AFTA·CER FTA and on 5 

October 1999 Trade Minister l\1ark Vaile attended the announcement of a 

taskforce to examine the feasibility of an AFTA·CER FTA by 2010. But by 

early 2000 it was becoming clear Malaysia and Indonesia were opposed to 

such an agreement, and consideration turned to bypassing ASEAN and 

negotiating a PTA directly with Singapore (Kunkel, 2005; Davis, 2005; 

Oxley, 2005). 

Among the reasons suggested for the choice of Singapore as a PTA partner 

were: 

a) the relative ease of negotiating such an agreement with Singapore given 

the low tariffs of both countries and the relative complementarities of 

their economies (Australia rich in resources and land while Singapore is 

a financial and logistical hub in south·east Asia) and the prospect of a 

'high quality' PTA (Calvert, 2006); 

b) the deepening of ~elations with a friendly ASEAN nation (Downer, 2008); 

c) the political symbolism of negotiating a PTA with an ABEAN country 

first (before negotiating one with the US - Oxley, 2005); 
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d) the negotiation of a PTA with Singapore as a political proxy for ASEAN 

as a whole <Kenyon, 2005; Davis, 2005); 

e) the possibility of exacerbating trade policy divisions within ASEAN, 

given the stalled efforts to negotiate a trade agreement linking ASEAN 

and the Australia-New Zealand CER; 

J) a demonstration of Australia's capacity to negotiate such agreements; 

and 

g) an opportunity to garner experience about negotiating PTAs. 

There is little to suggest that private interests played a direct role in the 

selection of Singapore as a PTA partner for Australia. According to Don 

Kenyon, who was appointed by the government to lead Australia's 

negotiations with Singapore, the initial impetus for the negotiations came at 

the political level, with commercial interests becoming involved once the 

prospect of a SAFTA had been raised (Kenyon, 2005). While industry 

representatives and business leaders, as part of regular informal contact 

with department officials and government ministers, would raise the issue 

of improved trade access to particular countries (Calvert, 2006), it was 

government, rather than industry, that drove the selection of PTA partners, 

with a key criterion being the willingness and ability of potential partners to 

undertake negotiations: 

At the policy level we would be making our assessment of what 

potential partners would be ready to negotiate with us, because any 

given government will only do a few of these at the one time. They 

take a lot of resources and attention. That's really a policy judgment 

that ministers and officials were making as we went along, based on 

preliminary sounding out of the other party, and some of the other 

parties would sound us out. That sort of screening was always going 

on, and that was a very important process. 

Once we get to the point of thinking it'd be worthwhile doing one with 

Singapore or Thailand, for example, then our department itself would 
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be pro·active in fanning out and checking with the different 

industries we knew potentially might be interested, in what they 

thought of this. That testing of their priorities and their possible 

interests became very much part of the final proposal we put to 

government about whether this was worth doing, what would be the 

areas of potential gain for Australia, what Australian industry 

thought about that, what were the areas of sensitivity, what the other 

side would want from Australia and, if we gave too much ground on it, 

what the resistance might be from other parts of industry. The input 

spontaneously from industry at various points would be part of the 

picture, but it was also partly stimulated by soundings we would 

make after we had made a judgment that Singapore or Thailand, the 

United States, might well be a prospective partner. That's really how 

it goes - Calvert, 2006. 

Because of the low tariffs in both countries, tariff reduction was not the 

focus of negotiations, which instead centred on domestic barriers to trade, 

particularly in services. These included rules governing competition in 

telecommunications and air services, the mutual recognition of professional 

qualifications and other labour standards, and investment controls. 

Regarding tariffs, the Australian PMV and TCF industries were keen for a 

good outcome on tariffs to set a precedent for PTAs with other nations in the 

region (in the case of autos, particularly Thailand) (Kenyon, 2005). 

7.4 BONDING WITH THE WHITE HOUSE: THE AUSFTA 

7.4.1 THE ORIGINS OFTHEAUSFTA 

The idea of a bilateral preferential trade agreement between Australia and 

the United States had been mooted as early as the mid·1980s. As discussed 

in Chapter 4, in April 1985 the US government had concluded a PTA with 

Israel, was in discussions with Canada for a similar deal152 and approached 

the Australian government with a comparable proposal (Hawke, 1985 -

152 A Canada-US PT r\ V.'"as finalized in October 1987 and canie into effect in January the follo>w-ing year, It 
formed the platform for the North .America Free I'rade ..c\grcernent. i.vhich included l\{exico, in 1994, 
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cited in Snape et.al. 1997: 450). The·then Minister for Trade, John Dawkins 

turned the idea down after a study he commissioned warned of the possible 

costs in terms of trade diversion, as well as the impact on trade relations 

with other nations and potential detrimental effects for the multilateral 

trade system (Snape, 1986). Similar approaches were made by US trade 

officials in 1992 (Raby, 2005) and, as indicated earlier, from USTR 

Barshevsky in 1998. 

7.4.1.1 POLICY ENTREPRENEURSHIP AND THE AUSFT A 

One measure of political influence is the ability to shape the agenda of 

government. The prime minister, by virtue of his power to determine the 

composition of Cabinet and to chair its meetings, wields substantial power 

in this regard. l.Vlinisters, too, can exert considerable influence by advocating 

policies both in public and among colleagues. But establishing the origins 

and authorship of ideas adopted and pursued by prime ministers and senior 

ministers is difficult, as illustrated by the origins of the AUSFTA. 

In one version, the idea had its genesis in the activities of former USTR Bob 

Zoellick and the relations established and cultivated between him and 

former Foreign Minister Downer from the early 1990s. After a term as 

Under Secretary of State for Economic and Agricultural Affairs in Bush 

senior's administration, he joined the 'White House as deputy chief of staff, 

during which time he was part of an unsuccessful push by the US to 

establish a series of bilateral preferential deals or form a regional trading 

bloc which would include Australia (Snape et.al, 1997= 450; Raby, 2005). It 

was during this period that Downer and Zoellick met and struck up a 

friendship that Downer continued to cultivate. Downer invited Zoellick to 

Australia under the DFAT special visitors program before the US 

presidential election in 2000. He saw Zoellick, who was to be appointed 

USTR in February 2001, as a 'key target', and pursuaded Howard that the 

election of the Bush junior administration presented an opportunity to 

pursue freer trade with the US, including the possibility of a PTA· a view 

shared by Howard's foreign policy adviser l\:fichael Thawley: 
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The Prime Minister and I decided when the Bush administration was 

elected - and we had hoped that President Bush would be elected on 

the grounds that that would be a good outcome for Australia - that 

we would have an opportunity to advance some good agendas with 

i\J:nerica with a more free·trading and more ally-supporting president 

in President Bush. \Vhen President Bush did get elected, and after a 

discrete period of time, we started to raise this issue with the 

American administration from time to time, at all levels - the prime 

minister and the president, me and the secretary of state Colin 

Powell, me and Condi as the National Security Advisor, and 

important in all of this Bob Zoellick. He became quite a supporter of 

the idea - Downer, 2008. 

This version is largely supported by a senior Howard government adviser 

who considered that Howard's disposition was to increase market access on 

a case· by case basis rather than to be a great innovator in trade policy. 

Initially, however, he had been very skeptical about negotiating a PTA with 

the US while Clinton was president (Kunkel, 2005). According to Kunkel, 

Downer and Thawley were the key proponents of the AUSFTA within 

government and recruited Howard's support to approach the newly·elected 

Bush administration. 

In another version Thawley, who had worked in the international division of 

the Department of Prime Minister and Cabinet before joining Prime 

Minister John Howard's office in April 1996 as senior adviser (international), 

was instrumental in getting the idea of the PTA with the US onto the 

agenda of both governments. In December 1999 he was appointed to the 

ambassadorial post in Washington, succeeding former Liberal leader 

Andrew Peacock, assuming the position the following February. 

According to this version Thawley, in preparing for his posting, searched for 

ideas and projects to pursue as ambassador and hit upon an AUSFTA. 
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Accounts differ as to why Thawley decided to champion an Australia-US 

PTA during his ambassadorship. Some have argued that Thawley, lacking 

the profile and political connections enjoyed by Peacock, was keen to have a 

bold, signature achievement that would mark his tenure in the prestigious 

post (Cronin, 2005; Fischer, 2005; Gyngell, 2005; Raby, 2005; Oxley, 2005). 

As one interviewee put it: 

The trade policy partly reflects people who have been his [Howard's] 

senior advisers, from a traditional foreign policy background, who are 

ambitious and want t-0 be players in terms of seeing this country 

doing things, and they want to be doing it Kunkel, 2005. 

According to Thawley himself, the idea of pursuing the AUSFTA came as he 

pondered the form and dimensions of Australia's trade and economic 

relationship with the United States: 

The thing which had really hit me - in preparing to go on posting [as 

ambassador] - was the huge amount of investment that Australia had 

in the United States. At that time no-one really had focused on this in 

the government. We just didn't know about it. But when I started 

getting round talking with companies, I began to realize that we were 

big in the US and growing. Having been looking at the US from a 

Canberra perspective and faced suddenly with the lamb issuel53 when 

I was in the PM's office, I just realized that we weren't organized to 

deal with these trade disputes effectively and our tactics with the US 

were all off. I felt we were in a much stronger position than we had 

thought, but for different reasons that people hadn't really 

understood. And so the idea sort of developed in that last year of 

Clinton ... we had a reprise of the leather fight ... I was going round 

meeting all these Australian investors with major operations in the 

US and I began t-0 understand how the politics of this worked in the 

US and the fact that we had no critical constituents Thawley, 2006. 

l53 In July 1999 the Clinton administratio:n imposed punitive tariffs on 1\usttalian lamb exports under 
pressure from domestic lamb producers, who claimed Australian and New Zealand imports were damaging 
local producers. The decision provoked outrage from the _.Austrahan government and the tariff-rate quota was 
eventually removed in November, 2001 (G.arran, 2004: 70; \ 7 aile, 2001c). 
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One senior DFAT official largely credits Thawley with authorship of the 

AUSFTA idea, considering that Downer was initially cooler on the proposal, 

though he backs the importance of the relationship developed between the 

Australian government and USTR Zoellick in driving the AUSFTA, 

particularly in the US (Raby, 2005). It is a view backed by Allan Gyngell, 

executive director of the Lowy Institute for International Policy, who has 

worked with Thawley over many years154; 

Jlv1ichael Thawley was a huge element in pushing the idea and getting 

it through. Thawley was more influential than any other official. The 

reason for his effectiveness is that he combined the clout of political 

effectiveness · in the sense that he was a political appointment and 

people knew he had direct access to Howard - with the advantage of 

being an official who knew how things worked and knew how to 

follow up on a decision - knew who would be involved in the 

implementation and knew how to push the right buttons to see things 

happen - Gyngell, 2005. 

V\lnile the precise genesis of the AUS FT A remains unclear, it illustrates the 

ability ofindividuals within the Howard government- either senior 

ministers or senior advisers - to act as policy entrepreneurs in getting ideas 

onto the political agenda and having them backed at the highest levels of 

government. It also highlights the centrality of Prime Minister Howard in 

policy decision·making. As Thawley put it: ""Well, the Prime Minister is 

crucial in everything. V\lnen you're striking out in a new policy area it's 

always the Prime :Minister who ultimately has carriage of it" (Thawley, 

2006). 

In a speech to the America Australia Association on December 13, 2000, 

Ambassador Thawley for the first time publicly floated the idea of an 

~ 54 Before becoming foreign policy adviser to Keating in 1993, Gyngell headed the Intemationai Division hi 
the Department of Prime 1'f.inister and Cabinet, where Thawley worked. A.nd Thawley is on the Lowy 
Institute board~ an organization of v;rhich Gyngell is the founding executive director. 
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Australia-America preferential trade agreement. By this stage he had 

already secured the private endorsement of Howard to pursue the proposal 

with the US government - and Cabinet had approved the idea of putting a 

proposal to the new US administration when it came in· though the 

Australian prime minister remained cautious about its prospects: 

That first speech that I did in December 2000 was the first public 

[utterance] ... ! mean, by that time I already knew that I had the 

Prime Minister on side, although I said I'm just offering a personal 

opinion, so I'm basically doing it with cover as I knew that when Bush 

got in we would put a proposal to him - Thawley, 2006 

In the speech Thawley bemoaned the lack of any institutional arrangements 

that reflected the breadth and significance of the economic relationship 

between the two countries, including political mechanisms to support and 

facilitate it. For Australia, he argued, such an agreement would not only 

improve market access and make it more attractive as an investment 

destination, it would help ensure the US government remained focused on 

the benefits of free trade and engaged with the west Pacific. For the US, it 

would strengthen its economic ties with a financially stable, technologically 

advanced economy that was closely linked in with the Asian economies. For 

both nations, according to Thawley, such an agreement would be an 

important demonstration to the region of the benefits of continued trade 

liberalization and could help generate the momentum needed for the start of 

a global round of multilateral trade negotiations (Thawley, 2000). 

But, even with the private support of Howard, Thawley claims the push for 

an A·US PTA remained delicately poised in late 2000. The Australian prime 

minister was himself wary of publicly endorsing negotiations for such an 

agreement: 

One of the interesting things was that Howard was always publicly 

very cautious about the prospects of actually getting the Americans to 

agree to do it and then actually getting an outcome in the negotiation 

and then getting something which was satisfactory, and getting it 
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through Congress. There [was a] risk of falling flat on your face 

politically, which normally tends to prevent governments from going 

out, getting to far in front - Thawley, 2006. 

Just as the Australian government had privately decided to leave any 

approach to the US about the negotiation of an FTA until after the new 

president was sworn in, in early 2001, out·going president Bill Clinton 

caught it by surprise. On November 16, 2000, he announced the beginning 

of negotiations for a PTA with the Singaporean government. For Thawley in 

Washington and his political masters in Canberra the move immediately 

raised a number of questions, including whether or not to immediately 

approach Clinton with a PTA proposal, on the grounds that, having agreed 

to do that with Singapore he should also agree to one with Australia 

(Thawley, 2006). Thawley discussed the issue with Bob Zoellick, who at the 

time seemed a likely candidate to beccme USTR if George W. Bush became 

president, and the Australian government decided to hold off on any 

approaches on the matter. According to Thawley, the calculation was that 

Bush was likely to be more active on trade policy than his Democrat 

opponents, more inclined to trade liberalization and more interested in Asia. 

The risk was that he would make the Free Trade Agreement of the 

Americas his priority, which he did. Bush became US president on January 

20, 2001155, and soon after Thawley drafted a letter for Howard proposing a 

PTA between the two nations. The letter was sent little more than four 

weeks after Bush's inauguration and a 'fairly positive' reply was received in 

April. It was at this point that a lack of support and enthusiasm in 

Australia for the proposed agreement from both government and among 

private interests became apparent: 

We had a hell of job getting them [the US government] to agree to 

negotiations. They were really reluctant and one of the problems that 

we had in that period was that what I was saying in 'Washington 

is;; ... -\ccording to Kunkel) it "Was not the election of Bush per se, but the departure of Clinto~ that v;ras 
important from the ..t\usrralian C:rovemmenr's v-iew in setting the right political conditions in the US for the 
negothtion of an AUSPT.'1 (Kunkel, 2005). 
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wasn't reflected in what was being said publicly in Australia. The 

community wasn't particularly interested. The government didn't 

want to expose itself and · this is where the domestic politics does 

have an impact - because we were campaigning in vVashington and I 

was arguing a case very strongly, but there wasn't the domestic 

reflection of this. Even though the government was committed to 

having it, no·one really wanted to ... Howard was the only one who 

really was prepared to get out there and argue for it, but even he was 

very careful what he said because he was skeptical that it could be 

fruitful. And Vaile himself, I mean the Trade Minister and Foreign 

:Minister, were relatively cautious early on. vVbat was interesting was 

that in Howard's case, while publicly lowering expectations about the 

prospects, he was prepared to take the risk of committing to it which 

is a really interesting thing because that's unusual in Australia 

politically-Thawley, 2006. 

But Thawley appears to understate the extent of the government's 

commitment to the negotiation of a PTA with the US, and the degree to 

which other ministers and officials were involved in securing the outcome. 

In late 2000 federal Cabinet had approved a trade strategy that would have 

the negotiation of an AUSPTA as its centerpiece (Leaver, 2008: 101; Walker, 

2004). In December of that year Howard authorized Thawley to put the 

issue of a trade agreement firmly on the agenda, which his former staffer 

did in a speech to the American Australian Association in New York on 

December 13, 2000. The intention was to prepare the political ground 

during the ensuing months leading up to a joint announcement of 

negotiations for an AUSFTA hy Howard and the new US President George 

Bush during 2001. Lobbying by Thawley was part of the planned build-up, 

as were visits to the US during the year by Foreign .l\1inister Downer and 

Trade .l\'1inister Vaile, as well as a letter written by Howard to Bush on 

.March 1 proposing an FTA between the two nations and Bush's reply on 

April 26 that his administration was reviewing the idea (Walker, 2004). 
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While in their recollections both the former Foreign Minister Downer and 

Kunkel (2005) agreed with Thawley's account that former Trade Minister 

Vaile was not an early advocate of the AUSFTA, both are at odds with his 

view that Downer was also cautious and wary early in the process. 

According to Downer himself he, not Thawley, was the key advocate of the 

AUSFTA both through his representations to the prime minister and 

through his close relationship with the·then USTR Zoellick. In Downer's 

account 'l'hawley became an important public advocate once he (Downer) 

had convinced the prime minister to push ahead with the idea: 

We promoted the idea very strongly and obviously l\fichael Thawley 

[as ambassador] was an important part of that. He wasn't the 

architect of the idea but he was a very important player in terms of 

delivering the FTA. First of all, getting the Americans to agree to 

negotiate the FTA, that was a whole negotiation in itself, and then, 

that having been done, the actual negotiation itself - Downer, 2008. 

'\'ii1llie limitations of time and resources mean it is not possible to 

disentangle conflicting accounts of the contributions made by individuals to 

the genesis of the AUSFTA, what is notable is the relatively limited circle of 

people involved-chiefly Howard, Downer and Vaile and some senior 

advisers in. Canberra, and Thawley and Zoellick in Washington. There is no 

indication that business leaders or industry groups were involved in 

advocating the idea within the government or getting it adopted in late 2000. 

7.4.1.2 AUSFTA NEGOTIATIONS 

The idea of an AUSFTA had, over the years, attracted support from sections 

of Australian industry and eventually firms from a wide range of sectors 

including construction, pharmaceuticals, manufacturing and services would 

form a coalition in Australia to publicly advocate for the AUSFTAI56. But at 

15'5 ~fany of these supporters we.re US subsidiaries, and reflected the actions of their parent companies on the 
other side of the Pacific in fo.ttr.ing the ,,~\FT~--\C, Eleven firms were simultaneously members of both the 
.. :\ustr?Jiau-based .c-\.ustrafu-United States Free Trade :\,greement Business Group and the American-£\usttalian 
Free Trade Agteement Coalition, including Alcoa, BHP Billiton Limited, Cargill Incorporated, Caterpillar, 

212 



The Power to Deal 

the time of Thawley's appointment as ambassador any business support for 

such an agreement was disparate and muted. It was only after the two 

governments publicly threw their support behind the negotiation of a PTA 

that private interests began to play a more prominent role though, in the 

Australian context, it remained fairly limited: 

The US business community was much more focused on what it could 

get out of an FTA with Australia than the Australian business 

community was on what it could get out of one. And I think this is 

something that they've learned from and probably will be a bit better 

in the case of China and Japan but it really took them a long time -

Thawley, 2006 

Even with the official endorsement of the US President (following the 

granting by Congress of trade negotiating authority to the Bush 

Administration) the successful negotiation of an AUSFTA was, for the 

Americans, far from assured. Political support from the White House for the 

agreement was limited - its message to Thawley and the USTR was 'you 

line up business and Congress support and then we'll do it' (Thawley, 2006). 

Running parallel with the official AUSFTA negotiations was a large 

Australian lobbying effort, based in Washington, with the aim of winning 

the necessary business and Congressional support. Business supporters of 

the AUSFTA on both sides of the Pacific spent millions of dollars (mostly in 

the United States) lobbying for the agreement at workplaces, boardrooms, 

Congressional offices and in the media. They appointed lobb:yist Anne 

Wexler, of\.Vashington DC-based lobbying firm Wexler & \Valker Public 

Policy Associates to lead the lobbying effort (Thawley, 2006). In Australia a 

business coalition, called Australia United States Trade Agreement, was 

formed to promote the AUSFTA. The group, comprised of manufacturers, 

peak industry groups, and firms involved in agriculture, mining, 

communications and services, advocated the agreement through newspaper 

articles and advertisements, and its director Alan Oxley made submissions 

EDS, IBM Corporation, PBR Imemational, The Proctor & Gamble Company, Southcorp \Xlines, V1sy 
lnd'IStries and Westfield (AAFTAC, 2004; AUST\, 2004). 
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on its behalf to parliamentary inquiries as well as the Department of 

Foreign Affairs and Trade. The group argued that the agreement would 

strengthen the Australian economy by deepening its integration with the 

US economy, including through improved access for agricultural exports, 

the removal of restrictions on the movement of people and the abolition of 

barriers to trade in other goods and services. In its submission to DFAT the 

group argued "the aim ought to be to create an economic integration 

agreement similar to Australia's agreement with New Zealand. As well as 

trade in goods, the agreement ought to cover services, investment, e· 

commerce, intellectual property, customs administration, quarantine rules, 

competition policy and technical standards" (AUSTA, 2004). 

This effort reflected, in part, the political investment made by Howard and 

his government in negotiating the AUSFTA. Despite occasional comments 

by Howard and Vaile emphasizing the difficulty of negotiating an acceptable 

agreement, and the declarations by Vaile that Australia would walk away 

from an agreement ifit did not include substantial agricultural trade 

liberalization, the Australian government appeared from an early stage to 

be locked in to signing an FTA with the United States. Participants in the 

process (including DFAT negotiators, :N'FF officials and representatives of 

other business groups) were in no doubt that the commitment from the 

Prime l\tfinister and his office was that an agreement would be struck, 

whatever the final negotiated terms may have been. According to a senior 

NFF official (who did not want to be identified), by late 2003 it was 

becoming obvious that the agreement's market access provisions for 

agricultural products were going t-0 fall far short of the NFF's initial 

expectations, but 'by then the political investment (of the Howard 

government in the deal] was too great' (NFF official, 2005). 

Much of this imperative arose from the political context in which the 

possibility of an AUSFTA was broached in Australia. Howard announced 

joint Australia·US willingness to consider such an agreement during a visit 

to Washington on 10 September, 2001. Events less than 24 hours later (the 
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attacks on the \Vorld Trade Center in New York and on the Pentagon in 

Washington) fundamentally changed the political context in which such an 

agreement would be considered and negotiated. \Vith the Australian 

government already in campaign mode, and emphasizing security and 

territorial integrity as an election issue (the Tampa episode was still 

frontpage news at the time), the potent political symbolism of an AUSFTA 

lay not so much in its trade and economic effects but in its role as a proxy 

for the intensification of security ties between the allied nations. This 

symbolism was only heightened by the atmosphere of crisis generated by the 

terrorist attacks and the subsequent declaration by the US government of a 

'War on Terror' (sic). 

The negotiation of an AUSFTA became, for Howard and his Government, a 

measure of the strength of the relationship it had with Australia's most 

important security ally. In this political environment of security crisis Labor 

quickly voiced bipartisan support for a strong security alliance with the 

United States and, although retaining concerns about the possible terms of 

such an agreement, also backed the negotiation of the PTA. 

7 .4.2 PUTTING THE PEDAL TO THE METAL- THE THAILAND·AUSTRALIA PT A 

Among the PTAs negotiated by the Howard Government, the Thailand· 

Australia Free Trade Agreement (TAFTA) appeared to stand apart from 

both the AUSFTA and SAFTA in the important role played by sectoral 

commercial interests - alongside geopolitical considerations · in initiating 

the agreement. 

Australia's automobile industry, particularly carmakers Holden Australia 

and the Ford Motor Company, were strong advocates for a PTA with 

Thailand for several years before TAFTA discussions were announced in 

l\llay, 2002 (Holden, 2002; Fischer). This was driven primarily by the need to 

expand its export markets, given the industry's view that the domestic 

market was too small to sustain it, as well as to secure the import of parts 

and components from Thailand on as favourable terms as possible. 
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(Robertson, 2001). In 2000, 350,000 vehicles were built by the Australian 

automobile industry, of which less than 90,000 were exported. At least part 

of the reason for the lack of export market penetration was historical. 

Automobile manufacturing in Australia is largely geared toward larger 

passenger motor vehicles - six and eight·cylinder rearwheel·drive cars 

which have so far found a limited market outside Australia and North 

America (though the market in the Middle East has been growing - see 

discussion below regarding the proposed PTA with the United Arab 

Emirates). At the time of the agreement Australian manufacturers were 

exporting just 5000 large passenger motor vehicles a year to Thailand 

(JSOCT, 2004a: 28). 

Australian·made passenger motor vehicles (PJ\1Vs) and auto components 

faced high tariffs in the Thai market, with rates of up to 80 per cent for 

PJ\1V s and 46 per cent for components (Holden, 2002; JSCOTa, 2004). V\'hile 

initial gains from the lowering or elimination of Thailand auto tariffs was 

expected to be modest, the Australian automobile industry anticipated two 

major gains from the negotiation ofTAFTA- an increase in the market for 

Australian automobile component manufacturers, given the importance of 

Thailand as a major automobile manufacturer/assembler in the Asia region, 

and the precedent such an agreement might set for other markets in the 

region (JSCOT, 2004a: 29·31). Of particular note was the expansion of four· 

wheel·drive manufacturing/assembly in Thailand (Fischer, 2005), and the 

relative lack of competitiveness of local component suppliers due to capacity 

constraints in technical skills and research and development investment, 

and problems with quality control. 

By comparison with the automobile industry, generally other industries 

were much more lukewarm about the TAFTA. The horticulture, textile, 

clothing and footwear (TCF) and manufacturing industries, while 

acknowledging the agreement might open up new export opportunities, were 

more concerned about safeguard provisions, particularly anti·dumping 

measures (JSCOT, 2004a). There was considerable concern in Australia's 
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TCF sector about its exposure to competition from cheaper imports as a 

result ofTAFTA, and horticulture producers were disappointed that Thai 

tariffs on many 'agrifoods' - in the range of 30 to 50 per cent at the time of 

the agreement - were not required to be reduced more quickly or 

substantially (JSCOT, 2004a: 19·23) . According to Raby (2005), there was 

considerable work by trade negotiators from both nations to win agreement 

on anti-dumping and rules of origin provisions applying to textiles and 

clothing. The dairy industry was more positive, but expressed concerns 

about the resort by Thailand to the use of special safeguard provisions in 

the agreement. 

7 .4.3 THE POLITICAL DIMENSION 

Both the Coalition government and its political opponents attach particular 

political importance to the automobile industry, not only because it 

generates approximately 60,000 jobs in car assembly and component 

production and exports about $5 billion worth of goods annually, but also 

because it is seen as a key driver of workforce skills and technical 

innovation in Australian manufacturing (HR, 2006: Appendix D). The auto 

industry, and the manufacturing and service industries that support it, is 

seen as important in maintaining a modern, broad-based economy. For this 

reason, the enthusiasm of the auto industry for the agreement was viewed 

as significant and the agreement received bipartisan political support 

(JSCOT, 2004a: xv). 

But such industry support does not appear to have been decisive in securing 

government commitment to the negotiation ofTAFTA, which former 

Foreign Minister Downer instead ascribed to strong personal relations 

between political leaders in Australia and Thailand: 

The FTA with Thailand was built entirely on personal relationships 

that we had with a small number of people in Thailand, not least 

Prime Minister Thaksin. I have a ve1'Y soft spot for him - Downer, 

2008. 
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The government's own National Interest Assessment (NIA) of the 

agreement noted that although it could deliver significant gains for some 

sectors, its overall impact on the economy would not be large the net GDP 

gain was estimated to be $2.4 billion over its first 20 years of operation 

(JSCOT, 2004a: 16). Nonetheless, it was seen as an important agreement in 

several political and trade policy aspects. According to the NIA, the 

conclusion ofTAFTA would 'enhance Australia's broader trade, economic 

and security interests in the region. [It will] signal strong support for 

multilateral, regional and bilateral initiatives, help create an open global 

and regional trading environment and promote strength and stability in the 

region. The deal establishes a platform for Australia to work towards 

greater economic integration with the second-largest economy in south·east 

Asia' (JSCOT, 2004a: 14). 

That TAFTA was seen by the Australian Government as a means of 

strengthening political relations with Thailand was made explicit when it 

was announced that a new agreement on bilateral cooperation between the 

countries would be negotiated to stand alongside the proposed TAFTA (NIA, 

2004). According to the NIA for this agreement, it would 'enhance 

cooperation and consultation across political, social, security and economic 

sectors not covered by the TAFTA' (NIA, 2004). The Australian government 

had an interest in affirming its relations with Thailand through TAFTA and 

its associated Agreement on Bilateral Cooperation for reasons that went 

beyond any potential commercial gains for industry. Thailand, along with 

Singapore had, during the 1990s and early 2000s, supported Australia's 

closer involvement in ASEAN forums, particularly the inaugural East Asia 

Summit in Kuala Lumpur in December, 2005. 

A further consideration was that Thailand, with Singapore, had approached 

Trade Minister Mark Vaile in October 1999 with their plans for a CER· 

ASEAN FTA. \Vhen, in early 2000, these plans were stymied in ASEAN by 

Malaysian and Indonesian objections, the idea of circumventing ASEAN by 
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negotiating PTAs directly with Singapore and Thailand came into play 

(Kunkel, 2005). Thailand had been a long-standing strategic partner for 

Australia in the region - it was a founding member, along with Australia, of 

the South East Asia Treaty Organization, a collective defence treaty that 

operated from 1955 to 1977 (DEA, 1955). According to Downer, the 

agreement was viewed by the Howard government as delivering a 

significant enhancement of political relations between the two nations: 

It (the FTA) was certainly a very important development in our 

bilateral relationship and it was concluded when John Howard was in 

Bangkok in rather fraught last-minute negotiations actually. I think 

you can underestimate the significance of these things politically -

Downer, 2008. 

For the Australian government, TAFTA was important not only for what it 

contributed to strengthening relations with a significant ASEAN nation, but 

also for what it might do to help better position Australia for involvement in 

ASEAN forums. In the late 1990s Thailand, along with Singapore, had 

advocated linking the ASEAN FTA with the Australia-New Zealand CER. 

However, the idea foundered within ASEAN on resistance from Malaysia 

and Indonesia. Against this background, it was little coincidence that 

Singapore and Thailand were among the first three PTAs negotiated by the 

Howard government (Calvert, 2006). In a statement welcoming TAFTA in 

October, 2003, Prime Minister Howard said the agreement with the second 

largest economy in south east Asia provided 'a further symbol of Australia's 

close economic integration with the countries of East Asia. The ,.:\greement 

will also strengthen the linkages between Australia and the ASEA.N Free 

Trade Area (AFTA)' (Howard, 2003). 

Howard's satisfaction in negotiating the agreement may have been 

enhanced because it provided a riposte to gibes by Keating in the lead up to 

the 1996 election that Howard would be unable t-0 negotiate with Asian 

nations because he neither understood the or cared about them. 
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7 .5 POLITICS RULES 

In the negotiation of each of the PTAs concluded by the Howard government 

· with Singapore, the United States and Thailand - there were private 

sector interests that welcomed the potential improvement in market access 

offered by such agreements, and they made their interest known to 

government officials and politicians. But any impetus they imparted to the 

process of selecting potential PTA partners appears limited. As the DFAT 

secretary at the time acknowledged: 

Out of industry, people representing different sectors or individual 

business leaders, in their on·going contacts with relevant people in 

the department, and their on·going contacts with relevant cabinet 

ministers, would raise their interest in better access in a particular 

country and in their area. That's always going on and I am sure that 

was an authentic part of the impetus with some of these partners we 

selected. So that was one part of the input, but what you call the 

political judgment ... obviously in the Australian system decisions to 

go ahead or not are made by ministers at the political level. The 

question of which of our potential partners in theory are going to be 

available as a practical option, that's really a policy judgment that 

ministers and officials were making as we went along, based on 

preliminary sounding out of the other party, and some of the other 

parties would sound us out. That sort of screening was always going 

on, and that was a very important process - Calvert, 2006. 

Decisions about with whom to pursue negotiations, and when, were in the 

case of these three agreements, taken at the very top of government. At a 

very general level, private economic interests certainly figured in the 

government's calculations. Part of the raison d'etre underlying these 

agreements was the improvements in market access, investment and 

competitiveness they would provide for Australian industry. But there is 

little evidence that private economic interests drove the selection of PTA 

partners, as is suggested by society·centred theories of the state, in which 

government is conceived of either as a little more than an instrument of 
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dominant private interests or as an arbiter between competing interestsl57. 

There is evidence, both in the case of the AUSFTA and TAFTA that 

politically and economically significant private interests lobbied the 

government to negotiate agreements with those particular countries. But 

there is no indication that such interventions were decisive in initiating the 

negotiations or determining the government's choice of potential PTA 

partners. V\7hen asked about the role played by industry representatives in 

selecting potential PTA partner countries, former Foreign JM.inister Downer 

was quit.e emphatic: 

Not so much them having to tell government. It's pretty obvious. You 

just look at Australia's trade patterns and you can see ... and in the 

size of economies and their geographic location and the strategic 

importance of countries. Take the case of one nearby. Big, 

strategically crucial, economically our twelfth largest trading partner, 

Indonesia. A prime candidate for a FTA, only they're pretty nervous 

about the idea. It's sort of on the agenda, it's being discussed, we have 

talked about it as a long-term ambition - Downer, 2008. 

The criteria approved by Cabinet in 1997 to be used in assessing potential 

PTA agreements, and the utterances of the prime minister, other 

government ministers and senior trade bureaucrats make it clear that the 

economic foundations and impact of any such agreement, while important, 

are far from the sole considerations of government. Political considerations 

about the extent to which an agreement may contribute to or conforms with 

the government's broader trade and foreign relations strategies appear to 

loom large in government deliberations, as well as practical issues about the 

preparedness and ability of potential PTA partners to negotiate and honour 

the terms of any agreement struck. In this context the narrow preferences of 

societal groups organized around material interests do not appear decisive 

in the political process of selecting potential PTA partners. Purely 

157 In political economy literature this approach has spa'WUed theories of trade policy based upon the 
competing preferences of materially-based societal groups (see Chapter T'vo, pp4-5). 
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commercial considerations may be subordinated to broader political aims 

and principles, particularly in the use of trade policy as a way to enhance 

political relations with other nations. It is apparent this was the case in the 

decision to negotiate a PTA with the United States. As Thawley indicates, 

what was decisive in convincing Prime :Minister John Howard to embark on 

such negotiations when he did, was a change in the political leadership of 

the US (Thawley, 2006; Kunkel, 2005; Downer, 2008), with the political 

background to the negotiations heightened by the September 11, 2001 

terrorist attack on New York's World Trade Center and the subsequent 

invocation of the AL\fZUS alliancel58. The Australian Industry Group, 

representing more than 10,000 manufacturers and service firms, had been 

urging the negotiation of such an agreement since the mid·1990s (Raby, 

2005; Millership, 2005), but it was ultimately other factors that determined 

it going ahead. Former Foreign Minister Downer emphasized the 

importance of broader foreign policy considerations in shaping the Howard 

government's PTA strategy: 

Definitely it is the case. For Australia it is a very important 

component of building our relationship with Asia to negotiate - and 

its how the Asians see it - to negotiate a FTA agreement between 

ASEAN and Australia .. Mind you, no glittering agreement is ever 

going to come out of that. Some very sub-optimal agreement will one 

day be cobbled together. The FTA with Singapore was a very 

important way of consolidating what was already a pretty good 

relationship. The FTA with Thailand was certainly a very important 

development in om· bilateral relationship - Downer, 2008. 

tss \Vb.en legislation to enact the ;\USFI'1\ came before the Australian parliament in mid-2004, Hov;rard 
disavowed the idea the agreement had been embaiked upon to bolster the alliance -u..i.th the US (Ho•vard, 
2004a). Ar the time Labor leader Mark Latham had made the nature of Australia's relationshlp with the Bu.sh 
./~dministration an election issue, and the prime minister V/as sensitive to suggestions that, given 
disappointment and discontent ~-1th some of the terms of the agreement~ the federal goverrunent had put the 
political goal of negotiating the p-r :\ ahead of its economlc merit: "This Free Trade ;\greemenr is not to 
bolster the American alliance - it's got nothing ro do \\i.ili that~ it's got everything to do with the fact that it 
v;iill be good for 1iustralia because the _,--\merican economy is the most powerful economy the world has ever 
seen' (.HOWllrd, 2004a). But he also acknowled!,>ed tlut the AUSFTA was being negotiated because of the 
"remarkable commitment of the Administration to the cause of the alliance between _,-\usttalia and rhe ll:nited 
Sutes" (Howard, 2004b). 
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In the institutional setting of Australian politics, where the set of players 

wielding policy veto power is limited, the opportunities for private interests 

to intervene in trade policy are limited. Collectively and individually they 

can and do make representations to government officials and politicians. 

But, in the decisions made by the Howard government to negotiate SAFTA, 

AUSFTA or TAFTA, the role of private interest appeared to be far from 

decisive. 

The institutional setting does, however, provide scope for action by policy 

entrepreneurs, particularly where, as was the case with the Coalition 

government, political success bestowed on the prime minister enormous veto 

power (Weller, 2003)159. In such an environment astute and well·connected 

policy entrepreneurs ultimately needed to convince just one person of the 

soundness of their policy prescription in order to have it adopted as 

government policy. This was amply demonstrated by Downer's and 

Thawley's successful advocacy of a PTA with the United States. The idea of 

negotiating a PTA with the US was not underpinned by a long and 

sustained campaign or lobbying effort in the way the program to reduce 

industry protection was. But the adoption of policy is only part of the story. 

As highlighted by public policy theory, having a policy adopted is only part 

of the task for a policy entrepreneur. As discussed in Chapter Two160, how a 

policy is implemented is critical. The very task of implementation involves 

policy development and involves a whole additional set of actors in the 

bureaucracy and those they consult with in broader society (Howlett and 

Ramesh, 1995: 175-78), and it is here that private interests can play a 

critical role. 

159 The pow-er the prime minister, bis office and his department am wield in developing and pushing through 
policy was starkly illustrated in eady 2007. Under pressure in the midst of a severe drought to take action to 
improve water security, Prime lVfinister Ho,.vard announced a $10 billion plan 10 address problems in the 
11urray~Darling Bas~ mcluding measures to alleviate \vater loss from evaporation and seepage, and to 
remedy the over-allocation of water rights to irrigatars. The prime minister announced the policy \vithout first 
seeking Cabinet approval. and w-irh little or no input from interested departments, including 1'reasury, as 
noted by Treasury secretary Ken Henry in a speech to staff in March 2007 (Henry, 2007; Toohey, 2007), 
160 Chapter Two, pp39-40, 

223 



The Power to Deal 

7.6 NOT JUST TALKING TURKEY 

The neat analytical divide often drawn between policy development and 

implementation, where the former is a process of choices about government 

intentions surrounded and influenced by competing claims and needs, while 

the latter describes a technical and essentially neutral administrative task 

(Thomas and Grindle, 1990)161, does not really exist because the very task of 

policy implementation involves policy development, a point emphasized by 

Lipsky in his concept of the street-level bureaucrat (1993). This is 

particularly relevant to this study given the role government trade 

negotiators have in implementing trade policy. Implementation of the 

Howard Government's trade policy includes the negotiation of trade 

agreements with other nations, which in turn involves an identification and 

understanding of the interests162 to be considered in the course of 

negotiations. The identities · implying interests and preferences - trade 

negotiators ascribe to themselves, the government and the nation, and the 

way in which these are manifested at the negotiating table, shape 

agreement outcomes. 

This brings the political contest over the definition of these identities to the 

centre of analysis, highlighting the importance of questions regarding who 

is involved in shaping these identities and the mechanisms for such 

involvement. As policy implementation proceeds the feedback loop between 

policy development and implementation, or policy learning (Howlett and 

Ramesh, 1995: 175·78) takes place, constantly reinvigorating this political 

contest. As implementation proceeds, those involved learn more about the 

:til An important debate in public policy literature is around the issue of whether policy is developed and 
implemented in a top··down, hierarchical manner, or in a 'bottom-up' process (Howlett and Ran1esh) 1995: 
156-58). Encapsulu1ed in tills debate are critical ideas about the perpetual feedback loop between policy 
deveiopment and imp1ementation (that is, in the process of implen1entatio11 issues arise that require policy 
adjustment as part of a continual learning process) and the ability of public servants at all levels of the 
bureaucracy to shape policy through the process of implementation (Hill, 1997). 
162 Neorealism -and neoliberalism share -with the ration-al choice approach an assumption that national interest 
is uncontested and definable: it ls a given. J\s Fro:.nemore argues, this approach had merit during the Cold Wat: 
when it was quite plausible to maintain that state security interests were reasonably obV1ous and non­
controversial (1'1nnemore, 1996). But, taking the \>lew- that international policies is about defining rather than 
defending national interests, Finnemore argues that since ihe end of the Cold War legitimate questions are 
raised about how interests such as power, security and v;realth are to be defined and for what ends. The 
question of how the national inte:test is defined, and whom} is addressed in the follo"'.N":ing section of the 
discussion. 
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policy environment they are operating in, and the policy instruments at 

their disposal. Adjustments or changes in goals and techniques may be 

madel63, and those already involved in the political contest over the 

definition of identities and interests may be joined by new players drawn 

into the contest. Those taking part in this contest may not only be societal 

actors organized around particular economic-based identities and interests, 

but also differing organizations within government (Howlett and Ramesh, 

1995: 155) and differing levels within an organizationsl64. Because trade 

policy has economy-wide implications its implementation concerns not only 

a wide range of societal actors, but involves different bureaucratic 

organizations at varying levels of government, each with its own identity, 

interests and preferences. 

7.7 IDENTIFYING INTERESTS 

7.7.1 INDUSTRY CONSULTATION 

As noted earlier, the government has both formalized and ad hoc 

mechanisms to gauge commercial interests in trade. l\1ost government 

departments have formal consultative bodies that bring together 

bureaucrats and selected stakeholders that may include representative 

organizations, significant private interests, non·government organizations 

and community representatives. The Department of Foreign Affairs and 

Trade has a number of such bodies, including the \.VTO Advisory Group and 

the Agricultural Trade Consultative Group, which provide direct input on 

trade matters from business representatives as well as individual operators 

to departmental officials. These groups, often with overlapping 

memberships165, display many of the characteristics ascribed to policy 

163 Policy learning is both endogenous (taking place among small~ focused policy networks 'With hrgely 
technical concerns about policy settings or instruments) and exogenous (taking place among broad policy 
communities and involving questions regarding the definition of the policy problem and the policy goals) 
(Howlett"1ldRamesh, 1995: 174)" 
164 Through his theory of 'street-level bureaucracy' I..ipsky (1993) emphasizes that individual bureaucrats are 
not merely cogs in a machine transformin_g policy decisions .into policy practice. Constraints on tu:ne and 
other xesources and bureaucratic procedures mean field workers may exercise cO!lsiderable autonomy in 
policy impiementation, 'Tb.ey are agents 1vith the ability to shape policy development and outcomes, 
l65 For exan1ple, i:t1 2005 busfilessman Geoff "'~Jlen, of the ~~en Consulting Group~ chai1'ed botl1 the Tr.tde 
Policy ~A.dvisory f~oun<.-il (fP AC) :and the \V'TO Advisory Group, and National Farmers' Federation president 
Petet Corish 'MIS a member of both ~['PAC and the Agricultural Trade Consultative Gtoup. 
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communities: a common interest in a particular policy field, and a shared 

belief system, code of conduct and established pattern of behaviour (Davis et 

al, 1993: 144; Atkinson and Coleman, 1992: 158). For example, the 16 

government·appointed members ofTPACl66 included individuals who, by 

virtue of their employment in firms and industries that exported goods or 

services, had an interest in government trade policy. Through their 

participation in the government· appointed body they implicitly 

acknowledged the primacy of the government's trade policymaking 

authority and the role ofTPAC as source of trade policy advice. 

In addition to government· appointed policy communities, trade officials may, 

through interdepartmental committees, draw on industry views and 

information gleaned by other departments, including the Department of 

Industry, the Department of Agriculture, Forestry and Fisheries and The 

Treasury (Raby, 2005), through their own industry consultative mechanisms. 

Government departments are expected to build consultative relationships 

with key stakeholders within their areas of responsibility. For example, the 

Department of Agriculture, Forestry and Fisheries is expected to have good 

channels of communication with agricultural industry groups and the 

Department of Communications, Information Technology and the Arts is 

expected to consult closely with media organizations. But the degree to 

which such relationships, and the information they provide, are regarded as 

useful for the negotiation of trade agreements can be heavily qualified. 

Those involved in the negotiation of a trade agreement may consider that 

the value of information provided by departments on the basis of thefr close 

relationship with industry may be compromised by such proximity. Thawley 

166 As at 2005 TP .. :\C's membership v.ras chair Geoff _,-\lleni of ~<\llen Consulting Group; Dieter ~-idarosas, 
deputy CEO and CFO Leighton Holdings Ltd; Jane Bennett, director, Ashgrove Cheese Pty Ltd; John 
Conomos, ser.ior executh-~e vice-president, Toyota ~,fotor Corporation) ~..\usttalia Ltd; Peter Corish, President, 
NFF; Saul Eslake, chief economist, .'>NZ Batiking Group; Ron Fisher, MD, Raytheon Australia Pty Ltd; 
David Hawes, Group general manager. Goverometlt and International relations) Qantas xlirurays Ltd; Keith 
Smith_, '\Vine industry consultant; Warwick Smith, chair, tele.-eommunicatious, media, entertainment a:nd 
technology group, Macquarie Bank Ltd; Professor Gerard Sutton,. Vice~chancellort University of Wollongong 
and Meg McDonald, genenll manager corporate affairs, ,Alcoa w·orid ~.\lumina, _..\ustralia. The council's four 
ex-offido rnembers were: Peter 0 1Brme) managing director, -'\ustralian Trade Commission;. lvfark Paterson, 
secretary, Department of Industry, Tourism and Resources; Michael Taylor, secretary, Department of 
Agriculture, Fisheries and Forestry and 41.ngus ,;\rmour1 nlanagi:ng director, Export Finance and Insurance 
Corpotation. 
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(2006) suggested that the Australian government is similar to the US 

government in that individual departments look first to the interests of 

their constituencies rather than at overall national economic interests. 

In addition to these anangements, consultative arrangements are 

established for each proposed PTA, involving an invitation for submissions 

from interested groups and individuals. For example, on August 19, 2004, 

DFAT invited public submissions on issues regarding a potential PTA 

between Australia and l'vlalaysia as pa1t of the development of a scoping 

study of the proposed agreement. Sixty submissions were received from 

industry, professional and non·government bodies, companies, unions and 

individuals. Six submissions were made by state and territory governments, 

three came from peak business groups while 22 were made by industry 

organizations from the agriculture, services and manufacturing industry 

sectors. There were 14 submissions from individual firms, five from unions, 

two from community organizations and three from individuals. As noted in 

the discussion of policy communities above, among business there are 

disparate views about the desirability of such a PTA, and the form it should 

take. In its submission to a DFAT feasability study of the agreement, the 

Federal Chamber of Australian Automotive Industries, representing 

manufacturers and importers of passenger cars, motorcycles and light 

commercial vehicles, argued that any such PTA should include substantial 

cuts in Malaysian tariffs on automobile imports, which it said were very 

high by international standards · up to 300 per cent, depending on engine 

capacity (FCAAI, 2004). But the submission from the Council of Textiles and 

Fashion Industries of Australia Limited called into question the 

government's pursuit of PTAs, including with Malaysia, on the grounds that 

such agreements have made conditions tougher for the industry by lowering 

tariff protection without being balanced by a sufficient increase in market 

access for local producers (CTFIA, 2004). 
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7.7.2 INFORMING NEGOTIATIONS 

Trade negotiators derive their negotiating authority from Cabinet, and 

ultimately refer to Cabinet for approval of negotiated outcomes. But in 

preparing for and undertaking trade negotiations, they take part in industry 

consultations in order to understand the structure of particular industries, 

identifying areas of greater and lesser commercial sensitivity and 

significance, and where the greatest potential benefit from a particular PTA 

could be derived. The former secretary ofDFAT, Ashton Calvert, described 

this in the following way: 

Now, once you get to a position where, say, the Australian 

government and the Thai government had made a commitment to 

start negotiations, well ... before then, but in the months immediately 

preceding that, and as the decision was made, then there would be 

very detailed and systematic consultations with relevant parts of 

Australian industry to really get straight, in quite precise terms, 

what areas of liberalization we would put priorities on and what 

would have to be handled carefully because of particular sensitivities 

in Australia. And that would be, all that input, based on consultations 

with Australian industry, would shape in quite a direct way the 

negotiating mandate that Cabinet would give the negotiating team. 

Inevitably, as you go along through those negotiations, the quickest 

ones take a year and the longest ones can take a number of years, you 

keep going back over what you learned from negotiations, you adjust 

your expectations of what you can achieve - some things look easier 

and others things looked harder - and the other side comes up with 

things, you know, you hadn't thought of in precisely the way they are 

asking for, so you have to go back to Cabinet to get a fresh negotiating 

brief. Naturally enough that happens periodically- Calvert, 2006. 

The institutional framework of Australian politics shapes the contest 

between interests attempting to influence trade policy. As described in 

Chapter 6, the formal points of access for interests to the policy process are 

limited. Greatest policymaking authority resides with Cabinet, with the 
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potential for politically-successful prime ministers or ministers to secure the 

support or acquiescence of Cabinet colleagues for a particular position they 

may advocate. 'Ministers and backbenchers may provide another avenue for 

interests to advance their views, including lobbying for the appointment of 

particular individual or organization to a consultative group such as TP AC. 

But, as noted above, the degree to which influence may be successful exerted 

through such an appointment is open to question. The bureaucracy may 

serve as another avenue through which interests may seek tD influence the 

policy process, including through representation on standing consultative 

committees or through submissions to inquiries. 

Interests may also seek influence through the parliamentary process of 

treaty review, such as health groups did in mid-2004 when they sought to 

have enabling legislation for the AUSFTA amended to curtail provisions 

affecting the purchasing of medicines under the federal government's 

Pharmaceutical Benefits Scheme (,JSCOT, 2004b: 81·93). Interest groups 

can also attempt to achieve policy influence through more informal means, 

including by attempting to mount public campaigns aimed at pressuring 

governments into adopting a particular course of action, such as the 

National Farmers' Federation's efforts to secure reduction in protection for 

the US sugar and beef industries in the AUS FT A, and by seeking to have 

industry members and representatives elected to parliament, among the 

most recent examples being efforts by former N'FF president Peter Corish to 

be pre-selected as a National Party candidate for the federal seat of Parkes. 

Political institutional arrangements, by limiting the avenues interests can 

use to influence government policy, encourage the aggregation of interests, 

and those better able to organize can be at an advantage in seeking to do so. 

The more economically or politically strategic a set ofinterests may be, or 

the more successful they are in garnering support in the community, the 

more likely it is that their views and concerns may be heeded by 

policymakers, including both politicians and bureaucrats. For example, the 

automotive industry, which directly employs about 44,000 workers and 
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accounts for about 6.5 per cent of total manufacturing production, is both a 

significant employer as well as contributor to gross domestic product (HR, 

2006: 28, Appendix D). In addition, because it is geographically concentrated 

in two states, its relative significance for those communities is heightened -

in South Australia in 2005 the automotive industry accounted for 2.4 per 

cent of gross state product, while in 2001 ·02 it contributed 1.4 per cent to 

Victoria's GSP (HR, 2006: 29). \Vhile the industry has been forced to accept 

a phased program of tariff reductions since 1988, it has been able to secure 

generous government support to aid adjustment. Through its Automotive 

Competitive and Investment Scheme the federal government will disburse 

$4.2 billion to the industry, in the form of import tax credits, between 2006 

and 2015. Automobile manufacturers are among those organizations the 

government appoints to consultative bodies on trade policy (for example, 

John Conomos, senior executive vice·president, Toyota lVIotor Corporation, 

Australia Limited was a member of the government·appointed Trade Policy 

Advisory CounciD and the industry's representative organization, Federal 

Chamber of Australian Automotive Industries, is a regular contributor to 

government trade policy inquiries. 

The aggregation of interests into a representative organization at a national 

level necessarily means that some interests can be overshadowed by others. 

For example, the Australian Industry Group, which claims to represent 

10,000 firms in manufacturing and services industries, distills its policies 

from member-elected councils at both the state and national level, and 

organizations better able to support participation on such bodies 

(particularly large enterprises) are more likely t-0 be represented. As one 

official admitted: 

It is very hard to please everyone, and it is very hard to involve 

everyone too. At a high level our own management structure is based 

on state and national councils elected from the membership. There is 

a good representation of the larger companies in our membership on 

those boards, and there's a very good spread of industry coverage 
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among them and they are a highly participatory and vocal element of 

our membership - Millership, 2005. 

Being one of a select few of organizations or individuals appointed by 

government to an advisory role may not only enhance an organization's 

policy influence, but make it more attractive to those seeking to shape 

government policy. For example the National Farmers' Federation, the peak 

body for the politically and economically significant agricultural industry, 

has been represented on both the WTO Advisory Group and TPAC, and also 

has a privileged position of access to other government trade policy forums. 

According to an NFF policy manager, this has implications for how the 

organization is perceived and operates at a ministerial and departmental 

level: 

We have got representation at both. At the formal level there is WTO 

Advisory Group and the Trade Policy Advisory Council. There are 

also several informal mechanisms, particularly technical working 

groups bringing together technical guys from our industry members 

and senior departmental officers (DFAT, DAFF, .'\BARE) on a regular 

basis to talk about trade policy and tactical issues. \Ve have also got 

excellent access to Vaile's1s1 office -1\/Htchell, 2005. 

According to the NFF official, the organization's views are taken seriously 

by government representatives: 

We have had one of our technical working group meetings on 

agriculture with the department and they take very seriously our 

views on priorities. Usually meet with officials from DFAT, DAFF and 

ABARE. I meet with them on a very regular basis, sometimes on a 

weekly basis. I frequently go into interdepartmental brainstorming 

sessions. We meet with senior negotiators before and after each 

negotiation. We meet regularly with other agricultural interest 

groups · Horticulture Australia, the A WB, ports and Meat and 

167 1\t the rime of the interviev.r ~fatk Vaile was National Party leader~ deputy prime mirtlster and Trade 
.Minister. 

231 



The Power to Deal 

Livestock Australia. We work collectively where we can and then 

industries take up their own particular issues. 

The NFF and the government of the day have always had a pretty 

good relationship on trade policy - have always been pretty pro­

industry reform and bringing down tariffs (Mitchell, 2005). 

But, while interest groups might form very close consultative relationships 

with government departments or ministers, political arrangements within a 

government may mean that the degree to which their interests shape the 

government's negotiating position may be highly qualified or limited, even if 

the department they work closely with is supposedly the lead agency in 

conducting trade negotiations. According to a senior government official 

closely involved in the negotiation of the AUSFTA, the Department of 

Foreign Affairs and Trade was too politically weak to effectively co·ordinate 

the various government departments involved in informing the negotiation 

process, and the task fell to the much more influential Department of Prime 

Minister and Cabinet: 

You need to go the Prime Minister's Department. The Foreign Affairs 

and Trade Department is very weak politically and to some extent 

always has been. It tries to play a co·ordinating role but can't really 

do so. But on the other hand, if it doesn't formulate the intellectual 

case for the government to use, then the case for a good trade policy 

oukome is weakened -Thawley, 2006. 

Around 15 government departments and agencies have trade 

responsibilities, and are expected to contribute to the development or 

implementation of trade policy (\VTO, 1998: 21 ·22), including understanding 

and representing the interests of the industries with which they are 

involved. For instance, the Department of Agriculture, Fisheries and 

Forestry is expected to understand the trade concerns of agricultural 

producers, the Department of Health and Ageing is expected to understand 

the trade concerns of the health industry, and the Department of 
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Infrastructure, Transport, Regional Development and Local Government is 

expected to be across trade issues affecting aviation, sea and land transport, 

But Australia's largest single industry sector, services, does not have a 

single government agency or department with responsibility for the industry 

(ASR, 2006: 13). The Australian Services Roundtable, which was established 

to represent the interests of the services industry, has participated in trade 

consultations with DFAT and other departments, including 

Communications and the Treasury. The industry organization expressed the 

frustration with the Howard government's multilateral trade liberalization 

strategy, particularly the emphasis on liberalization in agricultural rather 

than services trade (ASR, 2006: 18) and was cautious regarding the Howard 

government's PTA strategy. Such agreements were widely viewed as being 

largely motivated by geopolitical factors (ibid 20), and the ASR was 

skeptical about the ability of Australian negotiators to achieve 'WTO plus' 

outcomes on services trade liberalization in such agreements, particularly 

with developing countries (ibid: 20·1). 

According to Keating (2004: 168-73) the Department of Prime Minister and 

Cabinet is very influential in the policy development process because of its 

role in co·ordinating policy across government departments, through its role 

in providing secretariat support to Cabinet and because, more than any 

other department, it is required to be attuned to the government's political 

needs and considerations. 

Such institutional arrangements - formal consultative councils and informal 

channels of policy access - are imbued with ideas about which interests 

should be heard and the way they should contribute to policy development 

(Goldstein, 1988: 180). In particular, they suggest ways that interests 

should organize themselves and the way they should operate. An 

organizational structure that aggregates interests and distills a policy 

position that has the support or acquiescence of the most financially 

significant, vocal or active members is likely to be perceived as the most 
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useful by policymakers and industry leaders alike. And such organizations 

operate within an institutional structure in which a fine balance has to be 

struck between advocating the interests of members without incurring the 

displeasure of policymakers to such a degree that access to the policy 

process is restricted or withdrawn. As one senior NFF official observed 

regarding suggestions that Australian negotiators should have walked away 

from the AUSFTA on the terms offered by the US: 

We have to remind ourselves that, in my time at the NFF we don't 

use the Telstra approach [to government lobbying]. \Ve don't make 

disputes public, but that does not mean we are a push·over. In 

building our relationship with government we do have very, very 

strong views that we put to government, but we have them privately. 

It is a matter of judgement. You have to be clear about the process 

that is going to give you the outcome you want - Mitchell, 2005. 

The price interest groups pay for access to government policy development 

and implementation is readily apparent in the process of negotiating and 

securing PTAs. 

7.8 THE NEGOTIATIONS 

Trade negotiations themselves involve a process akin to policy learning 

(Howlett and Ramesh, 1995: 175·78) - as policy is implemented (such as the 

negotiation of a PTA) more is learned about the policy environment and 

policy settings and adjustments or changes in goals and techniques may be 

made, and new players may join the contest over the definition of identities 

and interests. 

Trade negotiators do not approach consultations with interest groups with a 

blank sheet. According to Australia's leading official during the first 18 

months of the negotiation of the Singapore· Australia PTA, they use 

consultations with interest groups to build upon their own understanding of 

both the local industry structure and that of the prospective PTA partner: 
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They look at the trade, they see where all existing interests are, they 

talk to the participants in trade. They also know what the trade 

policy priorities are more generally for the future of Australian 

exports of goods, services and investments with respect to any trading 

partner in the world, and how this generally applies to the particular 

case. That is the fundamental analysis that trade negotiators do 

when they enter into these things. They also think about what the 

other side will want and the extent to which we might be able to do 

what they want in order to get what we want. For example, we knew 

that Singapore Airlines wanted an open skies agreement with 

Australia, and that Qantas would never live with that - Kenyon, 2005. 

But, according to another senior DFAT official, during the course of 

negotiations the idea of what could and should be negotiated constantly 

evolves: 

It is a massive iterative exercise where you are talking to industry 

and then talking to the negotiating partner and going back and forth. 

DFAT doesn't do this by itself. We rely very, very heavily on the 

Industry Department, Agriculture and DITR, in particular, and 

Treasury for financial services, to be sufficiently across their 

industry's interest to make sure that we are up to the mark. In the 

negotiation you start off trying to get the world and you get pushed 

back, you push forward, and try to find alternative ways [to get what 

you want]; you go forwards and backwards, backwards and forwards, 

until you get to the point where you have distilled all the issues into a 

package and you think '\Vell, its far from perfect but its worth 

something now and its certainly worth enough to go to the minister 

and say "This is it, this is the best we can do for you",' And then they 

have to make a decision on whether or not they want to go forward or 

not and you usually explain what the difficulties are, and the 

limitations and why you got to that point and also point out to the 

minister in particular the losers, if there are any, who might be 

dissatisfied or disgruntled, to make sure that they are aware that 
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there may be some people whose interests they may have to deal with, 

and then make the decision (Raby, 2005). 

As discussed earlier, such close interaction with interests considered 

important, or whose knowledge and expertise are regarded as particularly 

apposite to the negotiations being conducted, helps negotiators inform their 

position. But, by making those interests participants in the negotiations, it 

also recruits them as supporters for the outcome, even where they may have 

strong reservations about the value of the agreement offered. The process 

can be quite subtle, as described by one industry group official: 

We tend to be given an opportunity, and indeed quite frequently used 

to provide analysis. For instance, as the Thai and US FTAs evolved, 

and I have been warned that the same will happen with these [next] 

four in train, as for example it comes time to do offers and requests on 

tariffs phasing or removal we will be going out to industry and 

gathering their input on that. Similarly, with the Thai one, moving 

from the FOB·based Rules of Origin to this change in tariff 

classification methodology evolved and we managed that process of 

going out to industry and explaining and gathering their feedback, 

and then feeding that back into the actual FTA development itself. 

We really do work very closely with them· Millership, 2005. 

In the process of acting as a go· between connecting negotiators and its 

members, an interest group becomes part of the process and develops a 

stake in the outcome: 

I think its an inevitable evolution that if we are involved in the actual 

negotiation process, and we have been that conduit between members 

and government negotiators, that at the end of the process we aren't 

suddenly going to just drop members and not going to be involved 

anymore. It is a very natural progression for us because our whole 

emphasis all the way through is working with member companies, 

and once we start them thinking about a process and committing to a 

process and feeding their input into the process, then whatever we get 
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left with at the end of the process, it is up to us to deal with it, 

particularly with things like, we are an authorized body for 

registering exporters under the Thai FTA, we are actively involved 

with this whether we like it or not - l.Vfillership, 2005. 

The degree of interest group involvement in trade negotiations can be 

substantial. During the final two weeks of the Uruguay Round negotiations 

in Geneva in 1994 the National Farmers' Federation sent a sizeable 

delegation which worked in close co·operation with the Trade l\!Iinister, 

Peter Cook, and his negotiating team: 

When we finally went to Geneva, I upped stakes and took my key 

advisors, most of the department's senior officers, over to.Geneva and 

camped in Geneva for about a fortnight or three weeks, when the 

final round of negotiations were in full sway a key agricultural lobby 

came over as well. An.d I had regular daily, sometimes twice daily, 

contacts with them and we ran a fairly integrated strategy in which 

we'd sit down and I'd say where I thought the pressures needed to go 

on and they would go out and work to the themes we were pursuing 

in government to government negotiations with their private sector 

[counterparts] - Cook, 2005. 

During negotiations for the AUSFTA a similarly close working relationship 

developed between DFAT negotiators and NFF representatives, particularly 

in the charged atmosphere of the final round of negotiations in Washington 

in late January and early February 2004. According to Allan Burgess, who 

was in Washington in his capacity as chair oft.he NFF's trade policy 

committee, the close partnership developed between negotiators and the 

lobby group was critical in finalizing the deal after it was threatened by US 

intransigence on improving market access for Australian farm produce: 

Early in the piece of the last round, the first three or four days of it, 

[the US negotiating position] was absolutely monstrous. The 

negotiators felt that they had been misled and felt enormous grief 

about what they had told industry. At that stage we felt that 
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confronted and pissed off I suspect a lot of us just felt like going home, 

but not ending the process. The first offer on dairy was that low you 

couldn't measure it. There is a point where the offer is so low that it is 

unacceptable, but the final offers were only in the last couple of days. 

They came out industry by industry. 

\\'hen it came down to the last 48 hours, about lam I and another guy 

were told 'This is it. We believe this is the best we can get and we 

want to know your view, Australia wants to know your view, within 

half an hom". At the time it wasn't a hard decision. You ask yourself, 

does this give us a commercial benefit, does this have any long·term 

implications? I wasn't going to be shouting from the rooftops but it 

was a reasonable outcome. The partnership between government and 

industry then was absolutely critical. We had to be confident that the 

negotiators had extracted absolutely the best deal possible - Burgess, 

2005. 

Just as important was the feeling among those industry representatives 

present that, with the government's political investment in the process so 

great, an agreement had to be reached and that abandoning the proposed 

PTA was not an option: 

If you have ever seen Australia's record in international negotiations 

you would see that once a process is started you tend to see them 

come to an end. We would be naive like to think that trade reform 

and foreign affairs are not linked. Walking away from a negotiation is 

a very hard thing to do. Australia is highly principled about trade 

reform but do you walk away from a deal even if there is [only] a 

small benefit? 

You sometimes think 'Are they capturing us?' but, with the AUSITA, 

I believe that that [deal] was all we could get. Some say we should 

have walked away, but we really couldn't- Burgess, 2005. 
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When it became apparent late in the negotiations that the Bush 

administration, under pressure from lobbyists including the president's 

brother, Florida governor Jeb Bush (Walker, 2004), would not include the 

US sugar market in the AUSFTA, there was considerable anger and dismay 

among Australian negotiators and industry negotiators attending the final 

round of talks. A former senior National Farmers' Federation interviewed 

for this study who did not want to be identified said that when US trade 

officials came to Australia for a round of negotiations six months before the 

final talks suggestions began to emerge that the agreement would be much 

less ambitious than originally expected. 

About six months out [from the final round of negotiations in 

February 2004] the bureaucracy and the ministers started to get 

worried about what they would be able to deliver. About six months 

out, when the US negotiators came here, a light seemed to come on 

that they were not going to get what they thought - ]former NFF 

official (name withheld), 2005. 

In late January 2004, as then·Trade Minister Vaile was preparing to leave 

Australia to attend the final round of AUSFTA negotiations in Washington, 

reports emerged that the US government would not increase access to the 

US market for Australian sugar producers, prompting Nationals leader and 

acting Prime :!\1inister John Anderson to declare: "I cannot see how 

Australia can agree to a free trade agreement that did not include a fair and 

reasonable approach to sugar" (Shovelan, 2004). As the final round of talks 

came to a conclusion and it became clear that the US government would not 

change its offer regarding access to the sugar market Australian negotiators 

faced the option. of breaking off the talks and walking away from the 

agreement. According to the senior NFF official there was considerable 

dismay about the final offer, not only because of a lack of increased access to 

the sugar market but also the 18·year timeline for improvement in access to 

the US beef market. 
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We had a teleconference about 4am on the day the FTA was to be 

finalized. It was a very patchy connection between the NFF Board, 

some commodity group leaders and Peter Corish. Peter was asked: "Is 

this as good as it gets for agriculture?" Peter replied: "This is pretty 

good." Somone else then piped up and said "Let's do it then" - NFF 

official, 2005. 

That same morning Foreign Minister Downer was briefed by Trade Minister 

Vaile and senior DFAT negotiators, including Steve Deady, about the 

negotiations: 

I remember walking along the beach at Victor Harbour with my wife, 

just walking from the beach house into the town, to the care, and 

John Howard talking to me on my mobile about whether we were 

going to accept the deal with the Americans with no concessions on 

sugar, or whether not. And that was the end of it. That was the deal 

breaker or maker, so we decided to go along with it, to accept it -

Downer, 2008. 

According to former Trade !vlinister Peter Cook, the intimate inclusion of 

industry groups during trade negotiations was, at least in part, a clear 

strategy to secure their support for the negotiated outcome: 

I thought that [closely involving NFF officials in the negotiation 

process] was a useful thing to do and how much it achieved I'm not 

sure but it certainly shared the ownership of the result168. Because 

part of the political issue here was that there was going to be a 

compromise from absolutist goals at the end of the day, and we all 

knew that, and getting the balance of that right was pretty critical for 

domestic political consumption so that we didn't want a perception to 

emerge that somehow we'd backflipped or backed away or softened. It 

was pretty important to have the industry groups up front so that we 

all had shared responsibility here and I might say that when we got 

10s Intervie'\vee's emphasis. 
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back to Australia they were all very good. They all had a lot of 

positive things to say and they were very useful too in talking to the 

then· Howard-led Opposition about getting the implementing Bills 

through - Cook, 2005. 

7 .9 SELLING THE AUS FT A: MANAGING DISSENT 

Rallying interest groups within the private sector to support an agreement 

is viewed as important to the process of securing acquiescence to it, 

particularly where it faces public hostility. This was particularly the case 

with the AUSFTA which, more than any other PTA negotiated by the 

Howard government, drew substantial public opposition. The agreement 

came under attack not only for the quality of its trade opening provisions 

and the changes to investment and intellectual property laws it entailed, 

but was also a lightning rod for critics of the Howard government's foreign 

policy strategy - particularly the close relationship cultivated with the 

controversial Bush administration and participation in the United States· 

led invasion of Iraq - as well as those who feared the agreement would 

increase Australia's vulnerability to exploitation and domination by United 

States·based multinational firms. 

It is beyond the scope of the study to undertake a detailed examination of all 

the ideas and issues that were raised in the public debate regarding the 

AUSFTA. But a brief survey of the nature and course of the economic debate, 

and its handling by the Howard government, indicates the way in which 

fundamental concerns over the direction of trade policy and its implications 

for economic development were dealt with, and what influence such ideas 

exerted on policy choices. 

The proposed agreement was the subject of three parliamentary inquiries, 

one by JSCOT, one by the Senate Foreign Affairs, Defence and Trade 

Committee, and a third by the Senate Select Committee on the Free Trade 

Agreement between Australia and the United States. At least four detailed 

economic assessments, by ACIL Consulting, trade economist Philippa Dee, 

241 



The Power to Deal 

the Centre for International Economicsl69 and the APEC Study Centre, were 

conducted and two monographs ·All the Way with the USA: Australia, the 

US and Free Trade (Capling, 2004) and How to Kill a Country: Australia's 

devastating trade deal with the United States (Weiss et.al., 2004) have been 

written, along with many academic papers and extensive media coverage, 

including on the fundamental issue of the merits of pursuing PTAs at the 

same time as participating in multilateral trade liberalization negotiations 

(JSCF ADT, 2004: 24). 

One strand of the debate centred on the economic costs and benefits of the 

proposed AUSFTA. On June 21, 2001, Trade Minister Vaile released a study, 

prepared by the Centre for International Economics on commission from 

DFAT, which found that a bilateral PTA with the United States that 

eliminated all identified harriers to trade would deliver a $US 9.9 billion 

boost to the Australian economy over 20 years (CIE, 2001: vii·ix). Releasing 

the study, Vaile said the results showed that it was worth pursuing 

discussions with the United States on a possible PTA (Vaile, 200ld). Just 

two months later the APEC Study Centre, headed by Alan Oxley, released a 

report, also commissioned by DFAT, claiming that an Australia· United 

States PTA would not only benefit business through improved access to the 

US market, but would also attract more US investment to Australia, 

bringing with it advanced technologies and business practices (A.SC, 2001= 

ix-xx). The particular significance ofOxley's involvement in the preparation 

of this report is that he later formed, and was director of, the Australia· 

United States Free Trade Agreement Business Group, which became the 

chief business advocacy group for the AUSFTA, and Oxley himself was a 

prominent proponent of the AUS FT A. The findings of these reports, 

particularly the CIE study, were called into question by two subsequent 

economic evaluations. The Senate Select Committee on the Free Trade 

Agreement between Australia and the United States commissioned trade 

economist Philippa Dee, who had worked in the Productivity Commission, to 

169 In early 2004 the Centre for Intemational F...conomi:cs revie'\.ved its 2001 assessment of anr\ustralia-Vnited 
States PT_,.\ follo\\ing the 8 February 2004 agreement on the terms of the AliSFTA. In its rev'ised :assessment 
the CIE confirmed its earlier :finding that there would be significant economic benefits for Austrafut from the 
proposed agreement. 
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provide a separate assessment of the economic impact AUSFTA. According 

to Dee the projected annual welfare gain for Australia from the final 

negotiated form of the agreement170 would be a very modest $53 million 

(Dee, 2004: 35) -well short of the projections in the CIE studyl71. A similar 

finding was made by the ACIL Consulting report, commissioned by the 

Rural Industries Research and Development Corporation. Modelling done 

by the report's author, David Trebeck, indicated that a bilateral deal with 

the US involving a phase-in of complete free trade over 5 years from 2005 

would be 'slightly detrimental' to the Australian economy: 

Our assessment is that the economic benefits of the FTA to Australia 

as a whole are, at best, very finely balanced. The impact on 

Australian farmers is likely to be negative, especially if domestic 

political considerations in the US prevent genuinely free trade in the 

most sensitive industries - sugar, dairy and meat. Trade diversion 

effects, the diversion of government resources away from other trade 

initiatives, and the disaffection of countries that on the whole are 

more important trading partners, all threaten the worth to Australia 

of a special trade agreement with the US. The official view seems to 

be that these problems are illusory (or at least can be readily 

overcome) and that they are small relative to the gains to be had. 

This is not ACIL's view, nor that of several other commentators -

ACIL, 2003. 

Trebeck, Garnaut and Dee called into question the robustness of the CIE's 

findings about the benefits to the economy from the AUSFTA, with Garnaut 

claiming that the study did not pass the 'laugh test': 

Before economists are really satisfied with the results of any piece of 

any econometric modelling, they put it through the laugh test, and 

the laugh test is, can someone who knows the real world, that's meant 

176 Dee's asse;;sment was based on the agreement as negotiated bertveen Australian and United States trade 
representatives before going to P:arliamen4 where it was run.ended. 
171 The initial CIE study was completed before the terms of the *-\USFT~-\. were known and. as noted earlier, 
was based on the assumption that all identified barriers to trade were abolished - an outcorne that was :not 
achteve,d in the actual negoriations. 

243 



The Power to Deal 

to be described by the modelling exercise look at the results and not 

laugh. And I don't think that ~his exercise passes the laugh test -

Garnaut, cited in Fitzsimmons, 2004. 

Acc01·ding to Trebeck, a key assumption underlying the CIE's findings was 

that the PTA would, of itself, induce a significant productivity increase 

throughout Australia's service sector as a result of greater awareness of US 

managerial methods: 'One reason ACIL's results differ from those of the CIE 

is that ACIL is not at all convinced that this is a plausible assumption to 

make, but it is central to CIE's analysis' CACIL, 2003). 

The findings of the Dee and ACIL Consulting reports, by calling into 

question the veracity of the reseaxch relied upon by the Howard government 

to advance the economic case fox the AUSFTA, posed a threat to its efforts 

to win public support for the agreement. The Labor Opposition accused the 

Howard government of pressuring the Rural Industries Research and 

Development Corporation, which is a statutory body that receives a large 

part of its funding from the Commonwealth goverriment, to order ACIL 

Consulting to undertake further analysis, delaying publication of the report 

from September 2002 to February 2003 (Woldring, 2007). According to 

Trebeck, this was part of attempts by the Howard government to manage 

and limit debate about its trade policy: 

My main criticism in all this has been the limited public debate 

encouraged by the government. Unlike the US, where public hearings 

involving the main parties have been extensive, here one has almost 

been made to feel unpatriotic merely by questioning the robustness of 

the received wisdom. I don't think this is healthy and ultimately it 

could be counter-productive if the high expectations that have been 

created turn out not to be justified - Trebeck, 2003. 

Weiss et.al(2004: 150·51) claim supporters of the Howard government and 

its trade policy resorted to public ridicule and intimidation in an effort to 

silence critics of the AUSFTA, citing a statement by international editor of 
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The Age, Tony Parkinson (who went on to become Foreign Minister 

Downer's press secretary), that 'much of the protest comes from the angry 

left and globaphobes, with their undying paranoia about American 

imperialism and global business' (Weiss et.al., 2004: 151). Senior mining 

industry executive and head of the peak business lobby group the Business 

Council of Australia, Hugh Morgan, accused critics of the AUSFTA of 

attempting to re-instate protectionism: 

This campaign has all the hallmarks of what were ultimately failed 

attempts to stall or wind back reductions in high tariffs, all to protect 

the vested interests of a comparative few at the expense of Australia's 

economic development - Morgan, 2004. 

The response of the government and supporters of the AUSFTA to critics is 

characteristic, according to Head (2008: 5) of the way some policy positions 

are essentially data·proofbecause they are viewed by politicians, organized 

interests and others through the lens of political know ledge: 

This knowledge is diffuse, highly fluid and heavily contested owing to 

its partisan and adversarial context. Policy, seen through the political 

lens, is about persuasion and support rather than about objective 

veracity. These commitments are no longer (if they ever were) open to 

further debates about the nature of the problem, the best policy 

solution and the range of evidence relevant to assessing policy 

effectiveness. The official framing of a problem is crucial in regard to 

what research is commissioned and its terms of reference - Head, 

2003: 5. 

Indeed, the negotiation of the agreement did raise for some questions about 

in whose interests it was framed. Typical of such analyses were those 

undertaken by Weiss et.al.(2004) and Ranald (2006), with the latter arguing 

that corporate interests (particularly United States· based transnational 

corporations and United States pharmaceutical companies) were key 

players in promoting the idea of an AUSFTA. 
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But the effectiveness of critics of the AUSFTA in seeking to have the 

agreement amended or rejected by the government or parliament was 

severely constrained by several factors, not least the widely varying motives 

of those protesting against the agreement. The Australian Fair Trade and 

Investment Network, composed of 59 church, union, environment, human 

rights and development groups, developed as part of global opposition to the 

Multilateral Agreement on Investment in 1997 and drew its support from 

many of those organizations - particularly trade unions · that had become 

increasingly politically marginalized during the term of the Howard 

government. \Vhile not explicitly opposing the process of trade liberalization 

the group, which came together under the banner of fair rather than free 

trade, viewed the agreement as an instance of a broader global development 

in which smaller nations were being exploited by economically powerful 

nations in the interests oflarge multinational corporations (Ranald and 

Southalan, 2004). The AUSFTA became a lightning rod for a mix of causes, 

as embodied in the membership of AFTINET ranging from anti· 

globalisation and environmental concerns through to protectionist impulses 

and general opposition to the policies of the Howard government, including 

participation in the Iraq War; the relationship cultivated with the Bush 

Administration and the treatment of refugees. 

Opposition of a different sort came from several industries that, while not 

opposed to an AUSFTA per se, were unhappy with the terms of the 

agreement struck. Within some industries the proposed agreement came 

under intense criticism, including in parts of agriculture, health and the 

arts. As noted earlier, sections of the farming industry were dismayed by a 

lack of increased access for sugar products and the protracted and limited 

nature of US commitments to reduce barriers to imports of beef. Meat and 

Livestock Australia, the peak industry group for beef producers, expressed 

"bitter disappointment" with the negotiated outcome (MLA, 2004), and the 

representative organization for sugar cane farmers described the exclusion 

of sugar from the agreement as a "bitter pill" (Merino, 2004). But the terms 
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of the agreement, which provided much better outcomes for some sectors, 

such as dairy, than others, combined with the support the deal received 

from NFF president Corish and the organization's lead trade negotiator 

Alan Burgess (who was also head of the dairy industry's peak national body) 

helped undermine the unity of opposition to the AUSFTA within the NFF. 

Provisions in the negotiated agreement affecting copy:right protection and 

intellectual property laws drew warnings that they could hamper the access 

of Australian patients to medication th:rough the Pharmaceutical Benefits 

Scheme and could undermine local production of books, films, music and 

television programs (Drahos and Henry, 2004; Legge, 2003; Ranald and 

Southalan, 2004). These concerns were aired both publicly and privately, 

with representations made to portfolio ministers such as Health Minister 

Tony Abbott and Communications Minister Daryl Williams, who consulted 

regularly with Ambassador Thawley and trade officials during the 

agreement negotiations (Thawley, 2006). 

\Vithin the trade policy community, debate about the AUSFTA took place 

within the context of a broader discussion about the shift in policy to 

embrace preferentialism. As discussed in Chapter 2, policy communities are 

built upon a common interest in a particular policy field or functional 

activity and a shared belief system, code of conduct and established pattern 

of behaviour (Davis et al, 1993: 144; Atkinson and Coleman, 1992: 158), and 

can be either formed by government or self-organized. In the trade policy 

arena during the period when the Howard government negotiated SAFTA, 

TAFTA and AUSFTA, both forms of policy community existed. The former 

was embodied in the Trade Policy Advisory Committee, WTO Advisory 

Group and the Agricultural Trade Consultative Group (which, as noted 

earlier, had overlapping memberships), while the latter was more broadly 

composed of academics, economists, lobbyists, bureaucrats, industry officials 

and journalists interested in and engaged with issues of trade policy. 

There is evidence that within TPAC at the time of the negotiation of the 

AUSFTA there was considerable ambivalence among some members 
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regarding the desirability of the shift toward preferential trade agreements. 

As one member put it in an interview with the author, there was a risk in 

adhering to a strictly multilateral approach, while the outcomes of PTAs 

could be disappointing: 

"Investing all your eggs in the multilateral basket is very risky and 

terribly frustrating. People have just busted out of that and are doing 

bilateral negotiations. It is a matter of a bird in the hand is worth two 

in the bush. In the process [of PTAs] the quality of the result becomes 

questionable in terms of what it GATT compliant, their 

comprehensiveness and depth. Some of the results are pretty patchy, 

but if you don't do them it becomes a competitiveness issue [of rival 

nations getting preferential access to your markets] - Hawes, 2005. 

Within the broader policy community there was considerable debate -

publicly and within sections of government about both the AUSFTA and 

the overall shift in policy to embrace preferentialism. The economic merits 

of particular agreements and the risks and benefits of preferentialism were 

contested in academic journals, through the pages of newspapers, in public 

forums such as parliamentary inquiries and through meetings with 

government ministers and officials. As noted earlier, estimates of the 

economic effects of the AUSFTA were hotly and publicly contested. And 

members of the broader policy community spoke about and debated the shift 

to preferentialism, both among themselves and with government ministers 

and officials, as evident in books, papers and speeches by Capling (2005), 

Dee (2005), Findlay (2002), Garnaut (2002, 2003a, 2003b), Kunkel (2002) 

and Ravenhill (2004). Constraints of time and resources mean that a 

fulsome account of this contest of ideas is beyond the scope of this study, 

though it should be noted that it took place in the context of a broader 

international debate about the proliferation of PTAs and implications for 

trade liberalization (Bhagwati and Panagariya, 1996; Drysdale, 2003; Irwin, 

2005; Levy, 1997; Park, Urata and Cheong, 2005). Instead, attention is 

directed to what practical effect they had in shaping trade policy for, as 

Atkinson and Coleman note, the existence of policy communities alone does 
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not necessarily indicate influence (1992: 161). JuBt as significant are the 

links they have to the institutional decis:ion·making apparatus of 

government. 

Critics of the AUSFTA found an audience within parliament, where 

members of the Labor Party, the Australian Democrats and the Australian 

Greens voiced opposition to all or part of the AUSFTA. On August 3, 2004, 

members of the ALP's Left faction argued strongly against ratification of the 

agreement, arguing that it would hurt key sectors of the economy (ABC, 

2004). After considerable debate the ALP's parliamentary caucus voted to 

approve the AUSFTA, subject to amendments to protect access to subsidized 

medicines through the Pharmaceutical Benefits Scheme and to ensure a 

minimum quota for locally-made programs on television. The decision 

effectively neutered opposition to the agreement from the Greens and the 

Democrats, who the following day issued a dissenting Senate committee 

report on the AUSFTA in which they pledged to oppose the ratification of 

the agreement. Legislation to implement the agreement, incorporating a 

Labor amendment intended to prevent 'ever·greening' of patents by 

pharmaceutical companies, was passed by parliament on August 13, 2004. 

The agreement's chief advocate, Australia's ambassador to the US Michael 

Thawley, claimed that securing and maintaining support for the deal within 

government, business and the community in Australia became a major task: 

I always used to say privately that I had a bigger job of persuasion ... 

well I had at least as big a job of persuasion in Australia as I did in 

the United States. I spent at least as much time writing and arguing 

the case ... strengthening the attitude of people in government, both at 

a political level and in the bureaucracy, to stand up and argue the 

case publicly in Australia as I did, sort of campaigning in the United 

States to get them to agree to even think of negotiating an agreement. 

Traditionally it's been very difficult to get the Australian business 

community excited about trade issues. Particularly in the case of the 
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FT.A people were very nervous because I think they thought we were 

going to be mown down in the negotiations. \Veil, a), the first 

response when I started to raise it and campaign for it was oh well, 

they'll never negotiate, right they won't do it, you'll never get them to 

agree to do it, b), once they had started to do it that you won't get 

anything out of it, we are just ... we're a small economy, you'll just 

expose us to rampaging competition, we won't survive and you won't 

get anything i.11 return. So, lack of interest plus lack of confidence. But 

then, as time went on we had more interest. What is interesting is 

that the US business community was much more focused on what it 

could get out of an FT.A with Australia than the Australian business 

community was on what it could get out of one · Thawley, 2006. 

But the evidence gathered for this study indicates that once the prime 

minister decided to throw the weight of his office behind the deal and 

committed himself to the negotiation of the AUSFTA there was little 

likelihood of any other outcome but that an agreement would be struck. By 

claiming the agreement would deliver economic benefits, while framing it in 

the context of Australia's political and security ties with the US, the prime 

minister was able to virtually nullify opposition within parliament. These 

arguments hit at the core vulnerabilities of Labor which, under Mark 

Latham, was forced to combat perceptions of anti· Americanism (at a time 

when perceptions of the threat of terrorism meant a high premium was 

attached to security ties with the United States) while trying to establish its 

credentials as a competent economic manager. In this environment, 

conflicting economic assessments of the impact of the agreement helped sow 

doubt and confusion in the public debate about the agreement in a way that 

enabled the government to effectively sideline informed dissent. 

7 .10 CONCLUSION 

For much of the period between the end of the Second \Vorld \Var and the 

early 1980s there was a tension in Australian trade policy between a 

commitment to trade liberalization on one hand and the pursuit of industry 
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protection. During the 1980s and early 1990s the Hawke government 

maintained the focus on multilateral liberalization while simultaneously 

reducing high tariff barriers as part of efforts to restructure the economy 

and boost productivity. Subsequently, the Howard government subordinated 

the pursuit of trade liberalization to the negotiation of export market access 

on a preferential basis. In the process, the role of societal groups organized 

around material interests has changed. 

Demand·side models of policymaking, in which interest groups are formed 

and compete politically tc exert influence over government policy - with 

some arguing that dominant interests can work through a compliant 

government to establish the primacy of its preferences (Meier, 1990: 187) -

appeared to explain the behaviour of interest groups in securing and 

maintaining government protection (Anderson and Garnaut, 1987: 35-9). 

But interest groups have been forced to adapt the way they operate as the 

political consensus has shifted from protection to trade liberalization and 

securing market access. While interest groups continue tc figure in trade 

policy debates, and are closely integrated into the consultative processes 

that inform government decisions regarding the negotiation of preferential 

trade agreements, there is little evidence that they have driven government 

decisions. 

This is particularly the case in the origins of the Singapore, United States 

and Thailand PTAs examined in this chapter. Senior government ministers 

and officials interviewed for this study made it clear that in selecting PTA 

partners, economic benefits and commercial interests were just two of the 

criteria that were applied. For instance, Calvert said that industry input 

was sought only once the choice of a potential PTA partner had been made. 

The selection criteria for potential PTA partners approved by Cabinet 

stipulated that assessment should be made taking into account not only 

commercial benefits but the relative importance of the partner country to 

Australia and its capacity to negotiate an agreement. In the case of 
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Singapore and Thailand, Downer made it plain that PTAs were seen as a 

way to help cement political relations with the two ASRA.N nations most 

favorably disposed to Australia. 

The genesis of the AUSFTA, in particular, highlighted the ability of policy 

entrepreneurs within the top echelons of government to guide the selection 

of PTA partners quite separately from any lobbying by private interests. 

Instead, the role of interest groups has evolved to one in which many assist 

government in the implementation of trade policy - they provide expert 

advice to government in preparations for and during trade negotiations, and 

they act as public advocates for PTAs. They are part of the formal and 

informal consultative mechanisms, including government-appointed policy 

communities, that are used by politicians and bureaucrats to guide PTA 

negotiations. Through such mechanisms they are co·opted into the execution 

of government trade policy and are recruited as advocates of PTA outcomes. 

This was most obviously the case vvith the AUSFTA, where an alliance of 

companies was formed to publicly spruik the benefits of an AUSFTA and the 

leadership of industry groups closely involved in the negotiations, such as 

the NFF, became advocates of the deal to their members. 

The way in which the Howard government devised and implemented its 

trade strategy to pursue PTAs underlined the degree to which private 

interests played an important but subordinate role in the development of 

trade policy. 

As Anderson and Garnaut (1987: 47 ·9) indicate, widesprnad belief in the 

post·war period that protectionism was in the national interest encouraged 

industries to seek ever-greater protection from international competition, 

and enabled political parties to respond by raising tariff rates with little 

political cost. But the inherently discriminatory nature of PTAs, implying as 

they do preferences between trading partners, mean that foreign policy 

considerations are central to the implementation of trade policy and are 

likely to trump commercial interests where the two are perceived to be in 

conflict. Such an environment is conducive for policy entrepreneurs who give 
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priority to the foreign policy rather than economic dimensions of trade policy, 

as evidenced by the success ofThawley in advocating an AUSFTA. 

Such an environment also increases the likelihood that a PTA negotiation, 

once embarked upon, will be concluded in agreement no matter what the 

actual terms of the deal may be. The final terms of the AUSFTA failed to 

meet the standards set by the Nationals, who until near the end threatened 

to withdraw support unless it included access to the US sugar market, and 

it disappointed agricultural groups looking for much more liberal access for 

meat, horticultural and dairy products. But such failures were not enough to 

derail the agreement because its political significance, and the commitment 

of Prime Minister Howard to an outcome, meant that failure was simply not 

an option. The Howard government had invested much political capital in 

the AUSFTA as a symbol of the strong political ties it had forged with the 

US government, the significance of which was heightened by the sense of 

insecurity arising from the devastating terrorist attacks in New York, Bali 

and Jakarta earlier in the decade. 'With so much at stake it was inevitable, 

once negotiations on the AUSFTA had commenced, that they would be 

concluded with an agreement, however unsatisfactory its terms might have 

been for some. This applied just as much to the interest groups that were 

involved in the negotiations. As the NFF's Burgess put it: "Once a process is 

started you tend to see them come to an end. \Ve would be naive to think 

that trade reform and foreign affairs are not linked". Cook, who worked 

closely with NFF officials in concluding the Uruguay Round agreement, put 

it even more succinctly, saying that such close co·operation meant that such 

groups "certainly shared the ownership of the result". 

Australia's political institutional structure, which shapes the identities, 

incentives and capabilities of political and economic actors, limits the scope 

of private interests to influence the trade policy process. Combined with an 

international trade policy environment in which PTAs have proliferated in 

the absence of substantial progress toward multilateral liberalization, this 

has forced upon many interest groups the calculation that although PTAs 
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may in many instances be of limited commercial benefit, they are better 

than no gain at all. 
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8. CONCLUSION 

The central question this study has been framed to address is why and how 

the negotiation of preferential trade agreements became a key element of 

Australia's trade policy under the Howard government. \\'hen federal 

Cabinet in mid· 1997 gave approval to the pursuit of such deals it ended a 

bipartisan consensus that had developed over the preceding 55 years around 

non·discrimination in trade. 

The purpose of this study was to assess how and why this policy shift, with 

its far·reaching implications for economic development, occurred. The 

assessment was conducted taking into account two key theoretical 

propositions on trade policy formation: that for a middle·power nation such 

as Australia trade policy is essentially dictated by international 

circumstances. or alternatively, that it is driven by the demands of 

politically influential domestic economic interests. While it was found that 

international conditions, particularly the proliferation of PT As and the 

election of the Bush administration, were important considerations for the 

Howard government in deciding to pursue PTAs, by themselves they were 

not decisive in explaining the shift. But nor was the change in trade policy 

driven domestically by the demands of groups organized around shared 

economic interests. This study has found that interest groups played an 

important but ancillary role on trade policy. They did not drive the shift in 

trade policy, and were only brought by the government into the process once 

it had reached the stage of policy implementation, being used to help inform 

negotiations and act as advocates for individual PTAs. 

The findings of this study are that the Howard government's decision to 

embark upon the negotiation of PTAs, though influenced by international 

developments, was driven by political considerations and the preferences of 

senior government ministers, not least the prime minister. Internationally, 

PTAs were seen by Howard and other senior ministers such as Downer as a 

way to confer favor on other nations and buttress relations, while 
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domestically they were viewed as a way to burnish the government's 

economic credentials and help it portray itself as an active and effective 

guardian of the nation's economic interests. In driving this policy shift 

Howard was aided by a political institutional architecture in which there 

were few effective veto players and a politically-successful prime minister 

was able to centralize much policy·making authority in his office. As 

illustrated by the evolution of the AUSFTA, this centralization simplified 

the task of policy entreprenem·s proposing specific PTAs. 

8.1 ARGUMENT IN OUTLINE 

8.1.1 TRADE POLICY ANTECEDENTS 

Australia's trade policy since Federation has been marked by an unresolved 

tension between competing views of the purpose it should serve. During 

much of last century there was an influential school of thought that 

advocated trade policy should be directed to fostering industry development 

behind high tariff walls and supporting strategic political relationships, 

including by taking part in discriminato1y trade arrangements such as the 

imperial system of preferences. Such policies fostered the development of 

influential economic interests focused on the preservation and 

intensification of industry protection and support and, under their sway, 

Australia had by 1970 one of the most heavily protected manufacturing 

sectors in the developed world. But from 1942 and the signing of the Mutual 

Aid Agreement another influential consensus gradually emerged that 

advocated moving away from preferential and protedionist policies and 

their replacement with trade liberalization. 

The persistence of protectionism through the 1960s indicated, in part, the 

degree of influence coalitions of private interests, buttressed by political 

institutional arrangements, could exert over trade policy. But during the 

late 1970s and early 1980s the pressures generated by globalizing financial 

markets and, in the realm of ideas, the attendant growing ascendancy of 

market· based theories of economics as against arguments supporting 

protection, provided an environment conducive for a reform·minded 
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government to introduce sweeping policy changes that undermined the 

position of protectionist coalitions. These changes had as their central aim 

productivity gains, which were seen as vital to long·term prosperity. 

Crucially the reforms, particularly unilateral tariff cuts, were underpinned 

by at least two decades of accumulated research and argument regarding 

the detrimental economic impact of protectionism. By the late 1980s the 

reformist position enjoyed largely bipartisan political support. Ideas 

generated both domestically and internationally provided the intellectual 

basis for policies which at their core encapsulated the view that trade policy 

was a vital instrument of domestic economic reform, the goals of which 

would be endangered by the development ofpreferentialism in trade. 

Although anti·protectionist ideas were ascendant in the 1980s and early 

1990s, their domination was far from complete, and even before the 

Uruguay Round negotiations of the GATT had concluded in 1994, there was, 

among some in government, including in the office of Prime Minister Paul 

Keating, growing interest in opportunities for trade openings through both 

regional and bilateral agreements (Edwards, 2006). 

8.1.2 WHY THE EMBRACE OF PT As? 

At least part of the explanation for the shift to preferentialism in Australia's 

trade policy is to be found in changes in the international policy 

environment. Following the conclusion of the Uruguay Round of GATT, 

political momentum for further multilateral trade liberalization faded ·the 

United States, which had been a champion of multilateralism in the post· 

war period, was preoccupied with bedding down the North America Free 

Trade Agreement and formulating a similar pact encompassing the entire 

western hemisphere, the Free Trade Agreement of the Americas. At the 

same time, countries of the European Union were in the throes of expanding 

and consolidating their own customs union, and in Asia there was growing 

interest in PTAs. 
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System-centred theories of international relations172 suggest that changes in 

the global policy environment - such as the difficulties in launching a new 

round of multilateral negotiations under the auspices of the WTO, a loss of 

momentum in APEC and the proliferation of PTAs - are crucial to 

understanding why trade policy shifted under the Howard government. 

According to this view Australia, as a middle-ranking power, is essentially a 

policy-taker. As the states around it moved to negotiate discriminatory 

trade agreements with one another it had little option but to follow suit or 

risk leaving its exporters at a competitive disadvantage. This is the 

argument that.the Howard government consistently wielded to justify its 

embrace of PTAs. In its foreign and trade policy White Paper the Coalition 

warned that "inaction as others negotiate free trade agreements could risk 

an erosion of our competitive position" (DFAT, 2003: 59), while Foreign 

Minister Downer said it would have been "eccentric" to have ignored the 

possibility of negotiating PTAs while many other countries were doing so 

(Downer, 2008). According to Downer, it was merely a matter of being a 

"natioµal interest pragmatist" to negotiate PTAs (ibid.) 

Certainly international conditions are significant. It is difficult to conceive 

that the Australian government would have pursued PTAs but in an 

international context in which trading partners were willing to do the same. 

However, by themselves such conditions provide a necessary yet insufficient 

explanation of why, how and when Australia's PTA policy developed in the 

way that it did. They shed only limited light on the timing of the policy shift 

and the way it was implemented. They also paper over key questions about 

motives and goals for the government in bringing about this policy change. 

To accept that the Howard government was merely reacting to changes in 

the international policy environment to maximize the national interest not 

only leaves unexplained how and what it judged to be in the national 

172 Neorealists consider states to be unitary~ rational actors operating in an anarchic environment in vrhich 
they seek, above all, to maximize security {see Waltz, 1979) while neoliberals qualify this view to encompass 
the role of non-state actors in constraining the international behaviour of the states and specify that states 
have multiple objectives, of which security is just one (see Keohane and Nye, 1989), 
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interest, it also essentially absolves that government of responsibility for its 

policy choices by suggesting that it had none. 

Economic Interests 

One possible explanation examined in this study comes from the field of 

political economy and the suggestion that government polk'Y is shaped by 

the political contest between societal actors with differing economic 

interests. Such demand-side models (Milner, 1999: 95; Frey, 1984: 30·2; 

Grossman and Helpman, 1995: 668; Ikenberry, 1986: 57·8) helped explain 

the development and maintenance of Australia's protectionist edifice over 

several decades (Anderson and Garnaut, 1987) and its subsequent 

substantial dismantlement beginning in the early 1970s and accelerated 

during the 1980s. 

The ability of proponents of trade liberalization to convince key sectors such 

as agriculture and mining of the burden they carried to support and protect 

manufacturing from international competition helped establish an effective 

political coalition to bring protection down (Rattigan and Carmichael, 1996; 

Anderson and Garnaut, 1987). But there is little evidence that a similar 

coalition of economic interests formed around, and advocated the embrace of, 

preferentialism in trade policy. Although members of the Keating 

government considered PTAs (Edwards, 2006; Elek, 2005) and one or two 

industry representatives raised the idea at different times (Millership, 2005; 

Vaile, 200la), there is no evidence that sectoral groups or other coalitions of 

economic interests were instrumental in the Howard government's adoption 

of a PTA strategy. The Coalition government was mindful of what it saw as 

the potential for Australian exporters to be placed at a competitive 

disadvantage if rivals from other nations gained preferential access to 

markets (Calvert, 2006), and by the late 1990s some sect-0rs, particularly 

manufacturing, were becoming increasingly nervous about the proliferation 

of PTAs (J\;fillership, 2005). But other industries, such as agriculture, were 

equally "restless" about the pursuit of PTAs and a possible dilution of 
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government effoTt regaTding the negotiation of the WTO's Doha Round 

(Burgess, 2005). 

The competing arguments of export·oriented manufacturers and 

agricultural producers regarding the merits of PT As as against 

multilateralism appear to have been reflected, in broad terms, in the 

deliberations of Cabinet in formally adopting a PTA strategy when it met in 

mid·1997. DowneT and Fischer argued in their joint submission to Cabinet 

of the need to broaden the nation's trade strategy beyond non· 

preferentialism (Downer, 2008) and embrace PTAs for both offensive and 

defensive reasons: essentially to try and obtain preferential market access 

over market rivals and/or nullify any such advantage negotiated by 

competitors (Calvert, 2006). But there is no indication that the concerns of 

particular industries or specific markets underpinned Cabinet's decision. On 

the contrary, the decision appeared to reflect largely an in·principle view 

that such agreements should be considered rather than there being a 

specific market access problem or issue that needed to be addressed173. 

As the·then DFAT secretary Ashton Calvert noted, Cabinet's decision 

"denoted a readiness in principle to look at them but ... there was a sense 

[of] .. .'don't kid ourselves that it's straight forward'," (Calvert, 2006). As one 

observer remarked, when the subject of PTAs came up in Cabinet the 

discussion was largely confined to the general principle, rather than specific 

implications (Kunkel, 2005). In its 1997 foreign and trade policy White 

Paper the government stated that although the views of business would be 

taken into account, "in the end the government must act on the basis of 

what it judges to be the overall national interest" (DFAT, 1997: 79·80). The 

limited role of economic interests in driving the policy change was admitted 

by Downer when describing the process by which potential PTA partners 

were selected "Not so much them having to tell government. It's pretty 

173 /\s one observer indicated, when the subject of PTJ\s came up in Cabinet 'people thought it sounded like a 
good idea and thought I,et's do rt' (Kunkel, 2005), The prirne tninister had an opei'.lness to opportunities and 
new approaches, and if there was something in it for Australian exporters then he Will say 'l,et's do it' (ibid). 
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obvious. You just look at Australia's trade patterns and you can see" 

(Downer, 2008). 

Ideas and Political Interests 

Rather than being the product of specific economic interests, the shift in 

trade policy appears to have arisen because of a change in thinking within 

government about the purposes and goals of trade policy. 

Developments in international trade policy in the late 1990s · the difficulties 

in launching a new round of multilateral negotiations under the auspices of 

the \VTO, a loss of momentum in APEC and the proliferation of PTAs · all 

resonated with a government wary about multilateral undertakings, 

increasingly skeptical about prospects for a breakthrough in multilateral 

trade liberalization negotiations any time soon and which perceived a need 

to 're·balance' what was seen to have been an over-reliance on 

multilateralism by the preceding Labor government. These attitudes 

reflected a greater comfort with managing international relations on a 

bilateral rather than multilateral basis. It also reflected, and was manifest 

in, the idea that trade policy was as much, or more, an arm of foreign policy 

and the management of international relations than as a tool of domestic 

economic reform and development. 

The heightened political focus on bilateral trade issues adopted by the 

Howard government in its first term (1996 to 1998) helped build some policy 

differentiation between it and its Labor predecessor, but did not in itself 

constitute a significant innovation in the practice of Australian trade 

diplomacy. 

The innovation came during its second term with the decision to begin 

negotiating explicitly preferential trade agreements. This development, 

approved in 1997 but not acted upon until 2000, reflected a trade policy 

approach-much less engaged with domestic economic reform and more 

closely linked to foreign policy objectives, particularly the strengthening of 
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security alliances and conferring trade preferment on those nations 

considered to be more well disposed to the Howard government's foreign 

policy goals (Kunkel, 2002). This was apparent in the process of selecting 

the three countries with which the Howard government concluded PTAs. 

Downer saw the successful negotiation of PTAs with Singapore and 

Thailand as ways to reward these countries for their support for Australia 

in regional forums, and as an important means by which to enhance 

Australia's relationship with both these nations as well as with the broader 

Asian region (Downer, 2008). The primacy of political considerations was 

also evident in the negotiation of a PTA with the United States. In 1998 and 

1999 the Howard government rebuffed approaches by the Clinton 

administration t-0 begin work on such an agreement, but this reluctance 

changed to interest with the election of the Bush administration. The 

change in United States leadership was seen as decisive in convincing 

Howard to embark upon negotiations for the AUSFTA (Thawley, 2006; 

Kunkel, 2005;Downer, 2008). 

Domestically, PTAs served the Howard government's political interests in 

two ways. They contributed to its stature as a competent economic manager 

by inferring it was active in securing favourable access for Australian 

exporters in international markets, thereby protecting jobs. They also, 

particularly in the case of the AlJSFTA, helped construct the image of the 

government as strong on security. The agreement underlined Howard's 

claims to strong ties with the US government, which it presented as a 

strong security asset amid heightened fears regarding terrorist threats in 

the early years of the new century. 

8.1.3 How THE POLICY SHIFT OCCURRED 

Institutions 

Political institutions aggregate societal norms and, through the rules backed 

by sanctions they embody, form the political architecture of a nation. In 

particular, they effect who is involved in policy decision-making and how, 

particularly through the distribution of veto·power. 
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For the Howard government, the nature of Australia's political institutional 

structure made its task of executing what was a fundamental shift in trade 

policy a relatively straightforward one. Once the Howard government 

decided to change the emphasis of trade policy to include the negotiation of 

PTAs, there were few institutional constraints. The trade bureaucracy, 

which had become imbued with a multilateral·first orthodoxy under the 

Hawke and Keating governments (Capling, 2001: 105), quickly adapted to 

the policy goals of its new masters. While the shift provoked some heated 

discussion and debate within DFAT (Kunkel, 2005), an ethos of serving the 

government of the day, together with the ambitions of senior officials, 

helped ensure bureaucratic compliance in developing the intellectual 

framework to support the policy shift (Davis, 2005) and ensure its 

implementation. As Fischer put it, "the department was there with bells on, 

always accepted whichever ministerial course of action proceeded" {2005). 

In parliament the government faced few practical constraints. Although 

trade agreements had to be reviewed by the Joint Standing Committee on 

Treaties and to be approved by both houses of Parliament before becoming 

law, in practice neither process presented major hurdles. JSCOT, with a 

majority of government members, did not reject any of the PTAs proposed 

by the Howard government and Parliament, while amending the AUSFTA, 

did not refuse its assent (Weiss, Thurbon and Mathews, 2004a). As one 

Labor MP noted, the·then Labor leader lV!ark Latham pursued several 

amendments largely as a political gambit to differentiate Labor from the 

government on trade policy, to secure the support of opponents of the 

AUSFTA and to discomfit the government (McMullan, 2006). These 

processes, by giving the appearance of accountability and scrutiny, helped 

confer legitimacy on the PTAs pursued by the executive and thereby tended 

to reinforce the authority of the executive, particularly the prime minister, 

in determining policy. 
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The major determinant in effecting the trade policy shift appeared to be 

political authority. Although Cabinet approved the pursuit of PTAs in 1997, 

negotiations for the first such agreement were not embarked upon until 

2000. While international circumstances, not least the Asian financial crisis 

and its ramifications for relations between Australia and the key ASEAN 

countries Indonesia and JV[alaysia, were not favourable to the negotiation of 

PTAs in the region, neither were domestic circumstances auspicious. In its 

first term the Howard government was rocked by the forced resignations of 

a number of ministers and in 1998 came close to losing office over its plans 

to introduce a goods and services tax. Furthermore, some industry groups -

most notably the NFF - viewed multilateral trade liberalization as an 

absolute priority and for a government enduring a shaky first term the 

prospect of becoming embroiled in a clash with a significant lobby group was 

unappealing. It was not until late in 2000, after the GST's introduction, that 

the Howard government began its first PTA negotiations, with Singapore. 

By then Howard's political authority within the government was well 

established, the position of the Coalition in office appeared increasingly 

sound, and international circumstances appeared t-0 be more favourable. 

Howard was able to break the political consensus that had developed 

around multilateralism without encountering serious political resistance. 

Policy Entrepreneurship 

While the ability of interest groups to intervene in policy and shape 

outcomes was qualified, the development and implementation of Australia's 

PTA policy highlighted the capacity of individuals and groups, acting as 

policy entrepreneurs, to shape trade policy. Soon after the election of the 

Howard government several trade bureaucrats were already working on 

ways to give effect to the shift in trade policy emphasis outlined by the 

government in its pre-election manifesto (Davis, 2005). While Trade 

Minister Tim Fischer pursued a policy of'aggressive bilateralism', within 

DFAT several officials174 were developing the parameters of a policy that 

'"Among the officllils involved in this work were Geoff Raby, Pameh Fayle, Brent Davis and Joanna 
Ifi!\\'itt "'>\ccording to Davis, Fayle (who was then a deputy secretary in DFAT) sa'\v a need to thirtk about 
developing the Coalition's trade policy mto a policy plan. According to Davis (2005), Fayle suggested the 

264 



The Power to Deal 

encompassed not only multilateral approaches to trade liberalization, but 

also the negotiation of PT As. This work resulted in a submission to Cabinet 

in mid·1997 outlining criteria for the negotiation of PTAs, which was 

subsequently adopted as government policy. Another demonstration of the 

success of policy entrepreneurship was the genesis of the AUSFTA. The 

agreement had been contemplated, in various guises, since the mid·1980s, 

but it was the policy entrepreneurship of figures such as Australia's 

ambassador to the US, Michael Thawley, that brought it to fruition. 

Thawley saw the opportunity for the negotiation of the AUSFTA in the 

conjunction of political circumstances with the election of the Bush 

Administration in the US and the willingness of the Australian government 

to negotiate such an agreement with such an important ally and economy. 

They set the political groundwork for the eventual agreement by winning 

the tat.'it support of the Australian prime minister and securing the backing 

of the US Trade Representative. 

The policy predominance of the PM, his office and the Department of Prime 

l'vlininster and Cabinet was underlined by the successful policy 

entrepreneurship of advocates for the AUSFTA, primarily Howard's senior 

foreign policy adviser l'vlichael Thawley. Thawley focused much of his 

lobbying efforts for the agreement within Australia on the Howard 

government leadership, particularly the prime minister (Thawley, 2006). In 

the absence of any clear opposition within government, the key task 

Thawley faced in order to ensure Australian interest in a PTA with the US 

was to secure and maintain the support of the prime minister: 

Howard was the only one who really was prepared to get out there 

and argue for it, but even he was very careful what he said because 

he was skeptical that it could be fruitful. What was interesting was 

that in Howard's case, [while] publicly lowering expectations about 

the prospects, he was prepared to take the risk of committing to it. 

development ofTEF,,-\/TIFAs (feci1llica1 and Economic/Jnvestment I"'.rame\vork~r\..greements) as a stepping 
stone toward the eventual development of a policy on PTAs. 
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[To push the idea] you need to go the Prime Minister's Department 

too ... to some extent the Foreign Affairs and Trade Department, 

[though it] is very weak politically - Thawley, 2006 

Private Interests 

The political institutional structure has encouraged the development of 

sophisticated, well-resourced private interest lobby groups. The success of 

such industry groups in lobbying for and retaining high tariffs during the 

1960s and 1970s lent support to demand-side theories of policymaking, 

according to which trade policy, particularly industry protection, reflects the 

economic interests of societal actors. But the ability of such interest groups 

to shape government policy regarding the negotiation of PTAs was much 

less evident. As the focus of trade policy under the Howard government 

shifted away from domestic economic reform such as the reduction of tariffs 

and industry protection to support the achievement of broader foreign policy 

and domestic political goals, the opportunities for private interest 

intervention narrowed. \Vorking within a political institutional structure 

that has few policy veto players and which enabled a politically-successful 

prime minister to aggregate great policy-making authority to himself and 

his office, interest groups met with little success in lobbying government 

regarding the selection of PTA partners. 

In part this was because in public discussions of the government's trade 

policy, economic issues became increasingly entangled with political and 

strategic175 objectives. In its public advocacy of preferential trade 

agreements the Howard government focused not only on economic 

considerations but also the role such agreements could play in 

strengthening bilateral ties between nationsI 76• Criticisms of the PTA policy 

or of individual agreements were at times suppressed or disregarded, and 

rr:. Strategic issues are defined as those dealing urith defence matters, .including military alliances and 
dispositions, and security considerations such as counter-terrorism strategies, 
176 For mstance, in talking about the ~Australia~Thailand Free Trade 1\greement. Prime 1vfin.ister John f:Ioward 
said the agreement would •''bring us (the two countries) even closer together in the years ahead" (.H.oward, 
2004c)- Similarly, Trade Minister Mark Vaile told the Australia-lvWaysia Free Trade Agreemem Conferc'llce 
on March 10, 2005, that a free trade agreement would help "build and strengthen" bilateral linkages between 
the two countries (Vaile, 2005a). 
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critics found themselves accused of being idealogues or unpatriotic for 

questioning the desirability of particular agreements. (Downer, 2008; 

Morgan, 2004; Weiss et.al.2004: 151). And, underlining the politicized 

aspect of these agreements, the government has held to itself the choice of 

potential PTA partners. 

But interest groups were able to shape trade policy in other ways. They 

became important participants in the implementation of trade policy 

through heavy engagement in preparations for PTA negotiations, and in the 

negotiations themselves. This was most apparent in the AUSFTA 

negotiations, where the National Farmers' Federation had a substantial 

delegation that advised government trade negotiators on a daily, and 

sometimes hourly, basis (Burgess, 2005). Such involvement was seen as 

making it more likely that market access outcomes for the agricultural 

industry would be substantive. It also meant that lobby groups were more 

likely to support the PTA eventually reached, and to become public 

advocates for the agreement as it went through the process of winning 

parliamentary approval (Burgess, 2005; Millership, 2005). 

Within the broader policy community there was considerable debate -

publicly and within sections of government~ about both the AUSFTA and 

the overall shift in policy to embrace preferentialism. The economic merits 

of particular ag1:eements and the risks and benefits ofpreferentialism were 

contested in academic journals, through the pages of newspapers, in public 

forums such as parliamentary inquiries and through meetings with 

government ministers and officials. Estimates of the economic effects of the 

AUSFTA were hotly and publicly contested, and members of the policy 

community spoke about and debated the shift to preferentialism, both 

among themselves, with government ministers and officials and with non­

government l\1Ps. Critics of the AUSFTA found an audience both within and 

outside parliament. Groups and individuals with disparate motives and 

interests questioned the merit of the agreement on economic, political and 

cultural grounds through public rallies, newspaper opinion pieces and 
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letters, in monographs and petitions. Such dissent gained a platform within 

parliament, where members of the Labor Party, the Australian Democrats 

and the Australian Greens voiced opposition to all or part of the AUSFTA 

and successfully amended some provisions of the agreement. 

But the political commitment of Howard to concluding the AUSFTA meant 

such criticisms, and broader concerns about the political and economic costs 

of discriminatory trade agreements, meant there was little or no prospect of 

such deals being derailed. The political imperatives of concluding PTAs -

enhancing bilateral political relations while at the same time helping to 

politically discomfit and undermine domestic political opponents - overrode 

such considerations. 

This thesis is an inquiry into the shift of Australia's trade policy from non· 

discrimination to the embrace of preferentialism. It has shown that 

international factors alone are unable to explain this shift. \Vhile the 

Australian government and many observers argue that the policy is merely 

a pragmatic response to changes in international circumstances, 

particularly the proliferation of PT As and the faltering progress of 

multilateral liberalization at the WTO, a close examination of the domestic 

factors affecting trade policy formation indicates that much more was 

involved. In formulating and implementing its policy to negotiate PTAs, the 

Howard government moulded a response to international and domestic 

circumstances that heightened its prospects of re·election by reaffirming key 

themes in its political discourse. These underlying political messages 

included: the proposition that the government adopted a pragmatic, 

outcomes·based approach (as opposed, by implication, the more 

ideologically· driven agenda of its predecessor and critics) to multilateralism; 

that the government cultivated and strengthened relations with important 

global and regional allies (feeding into the security·first paradigm developed 

through participation in US military adventurism under the War on 

Terrorism rubric); and that it was a superior economic manager to its Labor 

rival. In developing these themes the Howard government was able, by 
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virtue of the political institutional structure, to recruit private interests as 

advocates for its policy outcomes. 

8.2 KEY CONTRIBUTIONS OF THE THESIS 

This argument has three main strands: 

• An assessment of the relative significance of international and 

domestic factors in shaping trade policy formation; 

• The effect of political institutional architecture on the distribution of 

trade policymaking authority; and 

• The role of material-based societal interests in shaping trade policy 

within such institutional arrangements. 

The argument contributes to academic literature in three distinct areas. 

To theories regarding the interplay of international and domestic factors in 

trade policy formation, this thesis contributes the following findings: 

• At the most elementary level, it suggests that factors operating at the 

international level, such as the proliferation of PTAs, provide the 

grounds for changes in domestic policy but are, of themselves, not 

sufficient determinants of the policy choice of domestic governments. 

• The analysis indicates that although Australia faced a trade policy 

environment in the late 1990s characterized by a rush to negotiate 

PTAs by some of its major trading partners, this development formed 

only part of the grounds upon which the Howard government decided 

to pursue PTAs itself. 

• The intentions of governments of middle·level powers such as 

Australia to use the negotiation of PTAs to help achieve geopolitical 

objectives, such as buttressing bilateral relations, as a reward for 

support and as a mechanism to retard unity among trade partners. 

In the area of political institutional architecture, the thesis contributes the 

following: 
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• It explicates how, given the characteristics of Australia's political 

institutional architecture, an electorally·successful prime minister is 

able to accrue overriding trade policymaking authority to her/himself 

and his/her office, with implications for the ability of those in line 

agencies such as the Department of Foreign Affairs and Trade to 

influence trade policy. 

• The thesis has identified how the centralization of trade policymaking 

authority in the Howard government within the prime minister's 

office heightened the ability of ministerial advisers and bureaucrats 

to act as policy entrepreneurs in shaping trade policy. 

Regarding interest group behaviour, the study has contributed the following: 

• It provides grounds to question the extent to which demand· side 

theories of policymaking help to explain the development of 

Australia's trade policy, particularly between 1999 and 2007. 

• The argument indicates how the ability of an electorally·successful 

prime minister to accrue extensive policymaking authority has 

affected the influence ofmaterial·based societal interests on trade 

policy. Rather than being able to command or block the adoption of 

certain policies, interest groups have become participants in the 

implementation of policy, tacitly accepting the obligation to support 

trade policy outcomes in exchange for involvement in shaping trade 

agreements. 

8.3 DIRECTIONS FOR FUTURE RESEARCH 

One of the most interesting questions arising from this research is the 

extent to which the aggregation of policymaking power in the prime 

minister, his/her office and his/her department is part of a broader process 

of the centralization of authority within government. The particular 

circumstances of the Howard government, led by a politically·successful 

prime minister, had, through the prism of the political institutional 

architecture, abetted this process. But it is unclear to what areas of 

government activity this condition extends, or to what it extent it may 
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persist when there is a change of government or leadership. It is an area 

that warrants further examination. 

The thesis shed some light on the behaviour of interest groups within such a 

political structure. In particular, it established some signposts regarding the 

way in which the institutional architecture, and the political environment it 

has shaped, has served to constrain the ability of coalitions of interests to 

influence trade policy. Constraints of time and resources have meant that 

that much of the work undertaken in this regard is necessarily preliminary 

in nature, but it indicates where further research could be fruitfully 

undertaken, including through comparison of the behaviour of interest 

groups in trade with their actions in other areas of policy such as industrial 

relations, health and education. 

One of the most interesting findings of the thesis is the capacity within 

Australia's political institutional structure for policy entrepreneurs to 

successfully propose policies and have them adopted by the government. 

This finding suggests that well·connected, resourceful and politically adept 

individuals and groups can be agents, in certain circumstances, of policy 

change or refinement. This has implications for institutional analyses of 

politics, particularly in respect of the stability of government policy in 

Australia in an environment where policymaking authority may be 

aggregated in relatively few hands. Again, a comparative study with other 

areas of government policy outside the ambit of this study could shed more 

light on this phenomenon. 

Finally, the thesis was prepared while the Australian government was 

engaged in preparation for, or the negotiation of, more than seven bilateral 

and regional PTAs. For reasons of space and timing, the scope of this study 

was limited to those agreements negotiated by the Howard government up 

to and including the AUSFTA. As further agreements are negotiated and 

ratified there will be opportunity to reappraise the conclusions of this study, 

particularly regarding the interplay of domestic and international factors in 
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selecting PTA partners and the role of the bureaucracy and interest groups 

in negotiating and advocating such agreements. 

8.4 CONCLUDING REMARKS 

The thesis has examined the interplay of factors driving the shift in the 

emphasis of Australia's trade policy from non-discrimination to the embrace 

of preferentialism, with particular attention to the negotiation of three 

bilateral preferential trade agreements in the early 2000s. It shed light on 

the importance of the political institutional architecture in determining the 

ability of various actors - government ministers, senior public officials, the 

parliament and interest groups - to influence policy. 

The study also highlighted a shift in views about the role of trade policy, 

from its use as an important lever of domestic economic reform during the 

1980s and early 1990s to wielding it as an explicit tool for helping manage 

geopolitical relations as well as satisfying domestic political objectives. 

The confusing and contradictory trade policy pursued by the Howard 

government - seeking to simultaneously claim allegiance to both 

multilateralism and preferentialism - dogged the early months of the Rudd 

Labor government as it tried to engineer a more WTO-compliant approach 

while flagging its intentions to pursue an interventionist industry policy. 

If policymaking authority continues to be concentrated in the prime 

minister and his or her office and department, these contradictory goals 

may become more pronounced, with important implications for policy 

formation and stability. 
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APPENDIX 1 

TRADE POLICY ADVISORY COUNCIL MEMBERSHIP, 2003 

Chair: Geoff Allen, chairman, Allen Consulting Group 

Dieter Adamsas, deputy CEO and CFO, Leighton Holdings Ltd 

Jane Bennett, director, Ashgrove Cheese Pty Ltd 

John Conomos, senior executive vice·president, Toyota Motor Corporation, 
Australia Ltd. 

Peter Corish, President, National Farmers' Federation 

Saul Eslake, chief economist, ANZ Banking Group 

Ron Fisher, managing director, Raytheon Australia Pty Ltd 

David Hawes, Group general manager, Government and International 
Relations, Qantas Airways Ltd 

Keith Smith, wine industry consultant 

Warwick Smith, chair, Telecommunications, Media, Entertainment and 
Technology group, Macquarie Bank Ltd 

Prof Gerard Sutton, Vice· Chancellor, University ofvYollongong 

Meg McDonald, general manager, Corporate Affairs, Alcoa World Alumina 
Australia 

EX-OFFICIO MEMBERS 

Peter O'Byrne, managing director, Australian Trade Commission 

Mark Paterson, secretary, Department of Industry, Tourism and Resources 

·Michael Taylor, secretary, Department of Agriculture, Fisheries and 
Forestry 

Angus Armour, managing director, Export Finance and Insurance 
Corporation 
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APPENDIX 2 

INTERVIEWS ·conducted between January 2004 and October 2008 

Politicians 

Alexander Downer, Minister for Foreign Affairs, 1996·2007 

Tim Fischer, Minister for Trade, 1996·99 

Bob :tvlcMullan, Minister for Trade, 1994·96 

Peter Cook, l'vlinister for Trade, 1993·94 

Department of Foreign Affairs and Trade officials - former and current 

A.shton Calvert (former DFAT secretary) 

Stuart Harris (former DFAT secretary) 

Geoff Raby 

Don Kenyon 

David Hawes 

Alan Oxley 

Graeme Thomson 

Andrew Elek 

Ministerial advisers 

Michael Thawley 

Ross Garnaut 

John Edwards 

John Kunkel 

Alan Gyngell 

Industry group representatives/lobbyists 

Former executive director, National Farmers Federation (name withheld by 

request) 

Scott l'viitchell, trade policy manager, National Farmers Federation 

Jacky Millership, manager, trade, Australian Industry Group 
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Director, Australian Chamber of Commerce and Industry (name withheld by 

request) 

Alan Burgess, former Chair, National Farmet·s Federation trade policy 

committee 

Former director, Australian Industry Group (name withheld by request) 

Anne \Vexler, Wexler and \Val11.~r, Washington DC 

Other 

Gary Banks, chairman, Productivity Commission 

Robert Garran, former foreign affairs journalist, The Austrahan 

Tracy Sutherland, former trade journalist, The Australian Financial Review 
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