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An important question which needs to be deliberated, is that do
exports from a country which has lower standards for labour
rights gain an unfair advantage. Also will these lead all countries
to lower their standards and trade with those countries that
have similar labour standards. In addition, all these points have
an underlying question: whether trade actions could be used to
impose labour standards, or whether this would simply be an
excuse for protectionism.
The WTO agreements do not deal with labour standards as such. Some countries
especially developed ones would like to change this. WTO rules and disciplines would
provide a powerful incentive for member nations to improve workplace conditions and
“international coherence”. Many developing countries believe the issue has no place in
the WTO framework. They argue that (a) the proposed standards can be too high for
them to meet at their level of development; (b) the campaign to bring labour issues into the
WTO is actually a bid by industrial nations to undermine the comparative advantage of
lower wage trading partners, and could undermine their ability to raise standards through
economic development, particularly if it hampers their ability to trade; and (c) efforts to
bring labour standards into the arena of multilateral trade negotiations are little more than a
smokescreen for protectionism.
Supporters of trade-labour linkage fear that competition from imports made in low-wage
developing countries will lead to loss of jobs for workers in developed countries, and
would drive the developed countries to lower their labour standards. However, there is a
significant body of literature that counters this argument. The use of trade sanctions for
imposition of labour standards are not regarded as the best approach to ensure better
domestic labour standards.
On the basis of economic theory, some scholars have argued that immediate imposition
of international labour standards would lead to reduction in the total economic welfare
worldwide in developing nations, as well as developed and industrialized nations. Attaching
labour standards to the WTO and trade agreements, it has been argued, will not achieve
the goal of better wages or labour standards, nor will it have the desired effect of keeping
more jobs in the industrialized countries. On the contrary, such a policy could make things
worse for many workers in developing countries. Further, it is also argued that
improvements in actual labour conditions may raise productivity and hence compensation,
but the analysis finds no evidence that adoption of international labour standards has
produced improvements.
Overall, it would be prudent to retain the distinction between the mandate of WTO and ILO
on labour standards. WTO should not be made the vehicle for pursuing the agenda on
labour standards, which legitimately comes under the domain of ILO. At a more complex
legal level is the question of the relationship between the International Labour Organization’s
standards and the WTO agreements — for example whether or how the ILO’s standards
can be applied in a way that is consistent with WTO rules.

Visit our website: www.iift.edu
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Brexit and the New Divide
Rohit Mehtani*

Common Market entails, as
part of four degrees of
freedom, unrestricted
movement of labour within
the bloc. The free movement
of labour or the workforce
has an adverse side too.
Loss of control over
immigration is one of the
main reasons of the
discontent amongst the
Britishers and the yes-vote
on Brexit. In the wake of
recent developments, related
to movement of people from
outside the bloc, there has
been a rising concern across
the continent. The Western
world seems to be divided
across the political spectrum
between those who want to
remain open and those who
would like to shut the doors.
This gives a different hue to
the anti-globalist movement.

* Professor of International Business
Strategy at IIFT. He has been a
British Chevening Scholar of Global
Political Economy at the University
of Hull, England, and is currently
also a Research Scholar of Trade
Diplomacy at the Academy Of Third
World Studies (International
Studies), JMI.
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HE outcome of the Britain’s
referendum on the membership of the European Union has set
in shock waves in the Great
Britain, on to the European
mainland, and across the world,
and after the reality having sunkin, a debate has ensued on the
implications and the future
trajectory of developments in the
aftermath. Britain is left divided
with Scotland and Northern
Ireland having voted for
remaining-in and the British polity
is in turmoil with the two leading
parties, the Conservative and the
Labour, both divided across and
with-in on the issue. David
Cameron had to step down as the
Prime Minister as his position
became untenable and it took
some while, Boris Johnson opting
out of the race in the meantime,
before Theresa May stepped in.
The Labour party has been
through its own crisis of identity
and leadership in the wake of
Jeremy Corbyn losing a vote of noconfidence on his support to the
“Remain”
campaign.
The
referendum has also brought to
fore a difference in perception that
exists between the educated urban
elites who prefer EU membership
and the suburban working class
population that has supported the
exit. How should the country
position itself in the new order is
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the question that looms large in
Britain’s political economy today.
Prime Minister Theresa May
has, in the meanwhile, created a
department exclusively for exiting
the European Union. Leading the
process of exiting is the trio of
Davis Doris, secretary of state of
the new department; Boris
Johnson, the foreign secretary; and
Liam Fox, at the Department of
International Trade, the three
“Brexiteers” as they have come to
be referred to as. Britain has
options in terms of the course of
action it pursues now. These
options exist in the form of either
a “hard” Brexit or a softer version
of it. In the “hard” Brexit, it can
choose to severe relations with the
European Union completely in
which it regains its sovereignty but
loses the access to the market. The
other, “soft” Brexit, option entails
Britain remaining in the European
Economic Area (EEA), like
Norway (Norway-lite), in which it
retains the access to the European
single market in return for the free
movement of people from EU
countries and contribution to the
EU budget. Allowing free
movement of people from EU
countries as a conditionality for
access to the market defeats the
raison d’etre of the Brexit while the
choice of the complete severance
is also bound to open the
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Pandora’s box of status of the
Good Friday Agreement of 1998,
in which Northern Ireland’s peace
process was underpinned by the
EU, and the claim of the ruling
Scottish Nationalists, who lost an
independence referendum in 2014,
that Britain’s leaving EU would
justify another round of
referendum for independence.
These are the dilemmas which
Britain has to resolve before the
Article 50 of the Lisbon Treaty is
invoked. Though the two
processes, the one for the exit and
the other for altered trade
relationship, are separate, they
may, nonetheless, have to run in
parallel. Amongst the other
possibilities are the options of
Britain negotiating a Free Trade
Area Agreement with the
European Union, like the one
Canada has, or can rely on normal
World Trade Organization Rules.
Britain, like other European Union
countries, is a member of WTO,
but lacks experience of negotiating
as an independent actor ever since
it became member of the European
Economic Community in 1974.
European Union is also in no
mood to give special concessions
to Britain either because, if it does,
the special deal would have to be
extended to other EEA countries

which, in the past, has been
refused to them. Besides, any
special deal with Britain is likely
to be perceived as Brussels
buckling under pressure or giving
in to blackmail. Angela Merkel, the
German Chancellor, has been
forthright on the issue when she
remarked that Britain cannot
“cherry-pick” the benefits without
the obligations. European Union
has its own concerns on the
repercussions of Brexit for the
future of the Union and its main
priority at this stage would be to
contain the damage and the ripple
effect that it might cause. For EU,
Brexit is a new challenge in the
series it has faced lately starting
with the debt crisis in the EuroZone to the mass influx of refugees
and the terrorist’s attack. But the
challenge arising out of Brexit is
extremely sensitive as it strikes at
the core idea of the economic
integration in Europe.
Britain has been a reluctant
member of the club right from the
beginning. Though it participated
in the talks for the Rome Treaty in
1957 it, however, chose not to
become member at that time. It
became member only in 1973.
Post-Maastricht Treaty, Britain
chose not to participate in the
single currency and opted out of

the Schengen free-travel area
arrangement. The single market of
the European Union, however, has
been important for Britain as it
absorbs nearly half of its exports.
On the impact of Brexit on the
businesses and the economy, one
can say that, it shall depend on the
nature of trade deal which Britain
is able to negotiate with Brussels.
In a recent paper on Brexit, the
Japanese foreign ministry has
made a case for Britain to retain
access to the single market and
thus continue to be a gateway to
Europe. Japan, being a major
investor in Britain, has bigger
stakes on the relationship that
Britain charts out with Europe.
Major chunk of this investment
was made keeping in mind the
seamless market that exists
between Europe and Britain.
Emergence of border controls
between the two is likely to make
Japanese, and other foreign
investors in Britain, rethink their
European strategy.
The sooner the structure of the
deal becomes clear the more it will
help in reducing the uncertainty
that prevails at the moment.
Norway-like deal shall be the least
damaging amongst all the options.
If uncertainty persists, the pound
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is likely to fall further making
imports in Britain dearer and
leading to a reduction in
consumers’ spending power.
Morgan Stanley economists, in a
medium stress scenario, predict a
cumulative reduction in Britain’s
growth rate by 1.5 percentage
points in 2016 and 2017, 0.75
percentage point reduction of
growth in the Euro area and 0.5
percentage point reduction in the
global growth. Britain accounts for
less than 4 per cent of world GDP,
therefore, unlike USA and China,
it cannot cause major upheaval on
its own but a major cause of
concern is that it may create a
strong ripple effect shaking the
fault lines in the world economy
and that may, in turn, multiply its
effect manifold.
Brexit has other connotations
as well. It is being seen as manifestation of crisis of the liberal world
order. Brexit is, in this stream of
thought, a result of an anger born
out of frustration with the
globalization phenomenon itself. It
signals the resurgence of the antiglobalization movement. Free
movement of goods, labour,
capital, and people has not been
able to create the promised
prosperity. There has been, in this
view, an element of “globaloney”
in the idea of globalization and an
exaggeration in the promised
virtues of the globalization
phenomenon. Though the benefits
of globalization have accrued to a
few, nonetheless, majority of the
ordinary people still remain
deprived. Policy-makers, in this
view, have not done enough to
help the deprived either.

Globalization may have benefited
the countries where the
production plants have got
relocated but the factory workers
who have lost jobs in the
developed world have not been
able to find the appropriate
replacement. In fact, leaders at the
G20 Summit in Hangzhou, China,
in September 2016, tried to walk a
thin line acknowledging antiglobalization anger while arguing
that ever more liberal trade is the
cure for sluggish economies.
Leaders gathered at the Summit
sought to put a gentler face on
global trade, touting its benefits in
lifting millions out of poverty,
while acknowledging that too
many have been left behind. The
overall feeling at the G20 was that
the question of fairness needs to
be addressed on an urgent basis to
generate confidence in global
governance. Leaders at the
Summit, therefore, made a call for
“inclusive-growth” so as to reduce
the pressure to protect local
industries by spreading the
benefits of global integration to
people who have been left out.
Addressing the press conference at
the Summit, President Barak
Obama, in a reference to the
frustration of people with the pace
of globalization and not
experiencing the benefits of international trade, said, “We must all
work together to spur growth, to
boost free trade and build a fairer
economy that truly works for all”.
Francis Fukuyama had
celebrated the triumph of
liberalism in the late 1980s in his
“the end of history” proposition in
which the democracy and the
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market economy were seen as left
with no opposition or rival
ideology. The world economic
crisis had earlier revealed the
Achilles’ heel of economic
globalization. For many, the
present situation represents
history striking back with a
vengeance in which liberalism
needs to search for its lost ground
again.
The East and the West divide
had ended in 1989 to be quickly
replaced by the divide between the
pro-globalists and the antiglobalists. In this divide the left
and the right in the political
spectrum took distinct positions in
terms of being either pro-globalist
or anti-globalist, but in the ongoing debate the anti-globalist
view cuts across the political
spectrum. There are anti-globalist
sections in both the right and the
left. In fact, being an anti-globalist
is seen as being a nationalist in this
debate. The opposite of “globalist”
in this debate, therefore, is
“nationalist” or “patriot” and not
“anti-globalist”. Rise of Marine Le
Pen in France and Donald Trump
(in a recent election speech he
remarked “Americanism not
Globalism will be our credo”) in
the US reflect this development.
The Economist magazine, therefore,
laments that the old left-right
divide stands diminished in this
new order. The political divide
that matters now is less and less
between left and right, and more
and more between those who
want to remain open and those
who want to remain closed or, as
in the words of Stephan
Shakespeare, divide exists
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between “drawbridge up” or
“drawbridge down” parties.
Drawbridge-downers believe in
systems more open to outsiders
while the drawbridge-uppers
stand for shutting down. Though
the differences between the
conservatives and the social
democrats in this order have not
ended completely, but the issues
that cut cross party lines have
certainly grown more potent.
Issues like whether to keep
immigrants in or out, to promote
foreign trade or to protect
domestic industries, and whether
to embrace or resist cultural
change now divide the parties not
only vis-à-vis each other but also
from within. Right-wing Brexiteers
who saw the EU as a socialist
superstate joined forces with leftwingers who saw it as an
instrument of global capitalism.
Theresa May’s leadership is
shaped by her close aide, Downing
Street Chief-of-Staff, Nick
Timothy’s idea of “Erdington
Modernisation” (named after the
struggling working class in the
industrial suburb of Birmingham).
This idea, apart from other things,
supports more intervention in the
economy, a clamp on immigration
and closer links with the
Commonwealth and looser ties
with Europe. This new direction of
the Conservative Party has been
described as “Chamberlainite
Symphony” and the party itself as
“New Chamberlainites” by the
Economist Magazine. Joseph
Chamberlain, more than a century
ago, had fought for Birmingham’s
workers as Mayor and later on, at
the national level, advocated
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protection for the British goods
from cheap foreign goods and
proposed an imperial economic
union for according preferential
treatment to the empire. The
issue of tariff reforms had split
the Conservative Party then very
much like the divide that exists
today within the party. In
America the Republicans, a
traditional party of free trade,
which has nominated Donald
Trump, talks of scrapping trade
deals much like the anti-trade
outbursts of Bernie Sanders
amongst the Democrats. Though
Sanders has lost the nomination
to Hilary Clinton but Clinton, in
turn, seems to have moved closer
to position taken by Trump and
Sanders on trade deals by
disowning the policies which
stand to lose her votes. Barack
Obama, meanwhile, remains
committed to his trade deals with
the European Union and AsiaPacific.

In this divide, if there are antiglobalists on the two sides, there
are also pro-globalist or pro-open
types. The pro-globalists have a
hard task cut out for themselves for
saving the liberal world order. The
downside of globalization has to
be met by creating social safety
nets for those who are losing.
There can be, for example, safeguards for protection against the
surges in immigration very much
like their counterpart in trade
where there are safeguards against
surges in imports. Dani Rodrick’s
view on developmental and social
safeguards, a broader vision of
safeguards in WTO, therefore,
deserves special attention.

India and Brexit
India has been negotiating a
Bilateral Trade and Investment
Agreement (BTIA) with the
European Union since 2007 but has
not been able to conclude it.

India

UK

EU

Brexit has implications for the on-going India-EU trade negotiations. With Britain
and India, both working out a trade agreement with EU and with each other,
there is a possibility of a new trade equation between European Union, Britain
and India.

FOCUS WTO July-September 2016 (Vol. 18 No. 3)

Prime Focus

Sixteen rounds of negotiations
have been held at the level of Chief
Negotiators, the last round of
negotiations was held in 2013 and
thereafter negotiations have been
suspended. There is a logjam on
account of differences persisting
on issues pertaining to the sectors
that are of interest to European
Union and the areas where India
seeks concessions. The two parties
agreed to negotiate a Bilateral
Trade and Investment Agreement
(BTIA), an up-gradation of the
earlier FTA. The proposed
agreement is WTO-plus in nature
and aims for deeper integration
rather than a shallow one. No
wonder then that this has been
taking longer to conclude.
Post-Brexit, Chief Negotiators
of India and European Union held
a meeting in New Delhi on 15 July
2015 to discuss the status of ongoing negotiations of BTIA and to
establish negotiating position on a
few pillars that are critical
components of BTIA. Though
India is committed to proceed with
the
negotiations,
Brexit
nonetheless, has certainly made
things different. India would find
it difficult to take the talks further
till the time Britain’s position on
its membership of EU becomes
clear. The alternative for India,
once the Britain concludes the exit,
is to negotiate two separate
agreements with the EU and
Britain. Both the markets after all
are important for India. Share of
European Union in India’s exports

was 15.9 per cent in 2014-15 while
Britain constituted 3 per cent of
India’s exports in the same year.
The figure for the percentage share
of imports from EU and Britain
stood at 11 and 1.1 per cent
respectively. Before a deal can be
cemented, one would also need to
watch the contours of the deal
inked, if at all, between the Britain
and the EU. The time frame is
difficult to predict as the Britain’s
exit from EU, once the process is
initiated, would take about two
years to complete.
In the meanwhile, India and
Britain, at a recent meeting
between Smt. Nirmala Sitharaman,
Commerce & Industry Minister
and Mr. Sajid Javid, Britain’s
Secretary of State for Business,
Innovations and Skills in New
Delhi on 8 July 2016, have already
expressed a desire to realign their
trade relationship in a post-Brexit
world. Smt. Nirmala Sitharaman
remarked post-Brexit, it will be a
fresh exercise for an FTA with
Britain while the on-going
negotiations for an FTA with the
European Union will continue
with a recalibrated approach. On
the other hand, The Guardian
newspaper quoted Javid as saying:
“Following the referendum result,
my absolute priority is making
sure the UK has the tools it needs
to continue to compete on the
global stage. That is why I am in
India to launch these initial trade
discussions. There is a strong bilateral trade relationship between

our two countries and I am
determined that we build on this”.
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NiryatBandhu @ Your Desktop
Driven by a vision to be an academic centre of excellence in the area of international business
and an internationally well-networked institution committed towards delivering globally competitive
business education, training and research, Indian Institute of Foreign Trade (IIFT) today is
internationally accredited institution in International Business Education and Research. IIFT has
been identified as knowledge partners for conducting Capacity Building programs for IEC holders/
Entrepreneurs in collaboration with DGFT. The official launch of the program NiryatBandhu
@ Your Desktop and IIFT webpage on NiryatBandhu @ Your Desktop was conducted at
the hands of Commerce Secretary Ms. Rita A. Teaotia, IAS, on September 9, 2015.
The program NiryatBandhu @ Your Desktop is being conducted online spread across 20
sessions. Each session of two hours duration is held in the evening from 6.00pm to 8.00pm.
The fee for the program is `25000/- per participant. Participants will be charged only
`15000/- as DGFT pays `10000/- per participant to IIFT. On the occasion of celebrating one
year of conducting this program, we have also recently launched a Hindi website for this program
on September 15, 2016. We are scheduling the first Hindi batch in January 2017.
This program equips the participants to get thorough knowledge and understanding in the areas
of marketing, WTO related issues, imparting trade, export import procedures and documentation
and finance; the overall background regarding significance of exports, India’s export scenario in
the global context, major export import items, destinations, etc. are covered. It is a successful
initiative by IIFT not only in terms of delivery through e-learning but more in terms of the kind
of target audience and linking with the actual implementation in terms of assistance in getting
IEC code through the program itself. It is also a stellar example of linking with government
policy in terms of measurable impact on society.
Participants of this Certificate Program attributed that this program jointly organized by IIFT
and DGFT helped them to understand the right way to fetch information whenever necessary
as, before this program, they had to go through the different data of our own country as well as
of targeted countries and to be well updated about government policies.Participants of past
batches also acknowledged that this program helped them to connect with right people for best
suggestions whenever required as they were, before joining this program, running the business
only with practical knowledge gained with experience. They also felt that with a limited knowledge/
exposure about export business it was difficult to grow business to another level from current
level by enhancing their knowledge about import export to get more fruitful result.

6

FOCUS WTO July-September 2016 (Vol. 18 No. 3)

AR
TICLE
ARTICLE

Special Focus

World Trade Organization and Labour Issues
Vijaya Katti*

Introduction
The paper gives an in-depth
analysis of ILO-WTO relationship and further elaborates on linking international
trade with WTO and labour
standards. The paper further
explores the effect on Poor
Countries of Raising Labour
Standards. It also
assesses the relationship
between trade liberalization
and performance of domestic
manufacturing, impact of FDI
on wages and living standards. The paper further
provides suggestions and
initiatives to enforce labour
standards to promote responsible business conduct.

* Chairperson (MDPs), Indian
Institute of Foreign Trade, New
Delhi

T

HE paper covers the issues
related to WTO & Labour
standards. It gives the background
for concern about the issues for
workers and definitions of labour
standards. It looks into the ILOWTO relationship and further
elaborates on linking international
trade with WTO and labour
standards. It also looks at the
effect of labour standards on the
economies and elaborates on the
arguments in favour and against
the inclusion of labour standards.
It further examines the effect on
Rich Countries of Low Labour
Standards in Poor Countries as
well as the effect on Poor Countries
of Raising Labour Standards. An
alternative route and inclusion of
social clause have also been
discussed. Considerable work
needs to be undertaken to examine
how the labour laws influence the
relationship between trade
liberalization and performance of
domestic
manufacturing.
Similarly, impact of FDI on wages
and working conditions also needs
to be examined thoroughly.
Research has proven that FDI is a
potentially important driver of
improving living standards for
workers. The fact that the impact
of MNEs on wages and working
conditions varies in complex ways
across different types of
investments, workforce groups
and national environments also
suggests that governments and
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other stakeholders may be able to
take measures to enhance the
contribution of FDI to economic
and social development. Among
the types of initiatives that may
prove to be helpful are
government measures to enforce
labour standards and public and
private initiatives to promote
responsible business conduct.

Background and Issues
The need for discussion on
labour standards was recognized,
when workers moved off the land
and into factories, where working
conditions were often both poor
and out of the workers’ control.
The motivation for improvement
was provided in part by
humanitarian concern for the
workers and in part by fear of
social unrest if the growing
number of industrial workers were
to give vent to their unhappiness.
The need was also felt to
coordinate improvement in
working conditions across
countries, so as to avoid
undermining the international
competitiveness of countries that
achieved such improvement by
themselves. All of these concerns
contributed to the creation of the
ILO in 1919, which has 187
member states. The ILO has done
many things, including most
notably the adoption of a series of
Conventions that spell out a long
list of labour standards. At the core
of this list are eight “Fundamental
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ILO Conventions” in four areas:
freedom of association, abolition of
forced labour, equality, and
elimination of child labour.
Additional conventions address a
much wider variety of issues,
including basic human rights,
conditions of work such as wages
and
hours,
security
of
employment, and many more.
These conventions have been
adopted by many of the member
countries, with the notable
exception of the United States,
which has adopted only a few.

there are other labour standards
that are currently being discussed
by labour advocates that relate to
“acceptable conditions of work,”
which include: a minimum (living)
wage; limitations on hours of
work; and occupational safety and
health in the workplace. These
core plus “other” standards are
supported by the many nongovernmental organizations
(NGOs) that deal with the
international monitoring of labour
rights. (Robert M. Stern and
Katherine Terrell, 2003).

According to the Organization
for Economic Cooperation and
Development (2000, p. 20), there
are
eight
fundamental
International Labour Organization
Conventions that form the basis of
consensus among the ILO’s
constituents. These include: (1)
prohibition of forced labour (ILO
Convention No. 29 and 105); (2)
freedom of association and
protection of the rights to organize
and to collective bargaining (No.
87 and 98); (3) equal remuneration
for men and women for work of
equal value (No. 100); (4) nondiscrimination in employment and
occupation (No. 111); and (5)
minimum age of employment of
children and abolition of the worst
forms of child labour (No. 138
and 182). Agreement on the
universality of these core labour
standards derives ostensibly from
adoption of the United Nations
Universal Declaration of Human
Rights in 1948, acceptance (though
not necessarily ratification) of the
pertinent ILO Conventions that
deal with human rights and labour
standards, and the ILO
Declaration on Fundamental
Principles and Rights at Work in
1998. In addition to these
aforementioned core standards,

Existing codified labour
standards vary from country to
country, depending on the stage of
development, per capita income,
political, social, and cultural
conditions and institutions. Efforts
have been made to identify and
achieve consensus on a group of
so-called core labour standards
that ideally should apply
universally. However, the ILO has
relatively little that it can do to
enforce adherence to it. Its
“enforcement” powers consist
primarily of several mechanisms
for monitoring and reporting
abuses of the standards, but there
is little that it can do to a country,
even if the country flaunts a
standard, except to publicize the
fact. In majority of countries the
conventions serve at best as goals
that the member countries may be
striving to achieve in the future,
rather than as descriptions of
current practice. It is this lack of
“teeth” in the ILO that has led to
interest, on the part of many who
wish to advance labour rights, in
incorporating them somehow into
the WTO. The objective is to be
able to apply the WTO enforcement mechanisms, which it
already applies to violations of
rules on trade policy, to violations
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of labour rights as well. Transition
from GATT to WTO brought
issues connected with domestic
policies’ expansion of scope. Some
individuals and groups whose
interests lay outside of trade,
including
certainly
some
environmentalists, did not support
this expansion of the GATT/WTO
onto their turf. But others,
including advocates of labour
rights, saw an opportunity, if they
could only harness the procedures
of trade policy to their own cause.
TRIPS got incorporated provided
both the example and part of the
justification for labour interests to
extend the WTO to labour
standards as well. Finally, the
rapid expansion of international
trade and investment during the
last half of the twentieth century
accelerated in the 1990s and
contributed to increasing concern
over “globalization.” A major part
of it was the perception that
globalization had hurt workers, at
least in industrialized countries
and relative to owners of capital
and more valuable skills.

Linking International Trade
and Labour Standards
Labour rights protection
manifested itself as a trade issue
in a brief article of the Havana
Charter in 1948. Arguing that
unfair labour conditions in the
export sector could distort
international trade flows, the
article pressed governments to
work closely with the ILO and to
address labour rights in
subsequent conventions and trade
agreements.
The
General
Agreement on Tariffs and Trade
(GATT) and the WTO succeeded
the failed Havana Charter;
however, the protection of labour
rights was excluded from both.
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Practically, in the Uruguay
Round Agreements, the United
States included the labour
standard as the matter of
discussions in the WTO regime.
The principle negotiating
objectives of the talk regarding the
workers’ right consisted of:
(a) promoting respect for the
workers’ right, which when
translated amounts to workers
human rights;
(b) securing a review of the
relationship of workers’ rights
to GATT articles, objectives
and related instruments with
a view to ensuring that the
benefits of the trading system
are available to all workers;
and
(c) adopting, as a principle of
GATT, that the denial of
workers right should not be
means for a country or its
industries to gain competitive
advantage in international
trade.
Following the establishment of
the WTO, a number of developed
countries again raised the issue of
“unfair economic advantage”
stemming from weak enforcement
systems and low labour standards.
They also voiced concern about the
potential for a race to the bottom,
as countries might feel pressure to
degrade their labour standards to
maintain their competitiveness.
The developed countries pressed
the WTO to incorporate labour
standards into its mandate, but
developing countries opposed
these efforts. The WTO 1996
Singapore Ministerial Conference
represents a consensus position in
this
tug-of-war
between
developed and developing
countries on labour standards. At

the conference, WTO members
repeated their rejection of labour
standards as a WTO issue, but
affirmed their support for the
ILO’s role as the body responsible
for labour standards, and their
commitment
to
respect
internationally
recognized
fundamental labour standards as
long as these standards are not
used for protectionism. Bilateral
and regional free trade agreements
(FTAs) have made more progress
than multilateral accords in linking
labour standards provisions to
trade. Since 1993, the United States
has negotiated 13 FTAs that
include varying levels of labour
commitments and enforceability.
Increasingly, FTAs include labour
provisions in the main body of the
agreement rather than in a side
agreement. For example, although
the North American Free Trade
Agreement (NAFTA) included a
side agreement on labour (the
North American Agreement on
Labour Cooperation), US FTAs
signed with Jordan; Chile;
Singapore; Australia; Morocco;
Bahrain; Oman; the Dominican
Republic and the Central
American countries of Guatemala,
El Salvador, Honduras, and
Nicaragua (CAFTA-DR); Peru;
Colombia; Panama; and Korea all
include labour provisions in the
bodies of the agreements.
Increasing consumer, investor,
and multinational company
demands for products produced
under decent labour conditions are
also shaping the rules of
international trade. Starting in the
1990s, a consumer backlash
against sweatshop labour grew
alongside trade liberalization,
adding another dimension to the
trade-labour standards linkage.
The anti-sweatshop campaigns
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were damaging to the reputations
of a number of multinational
companies. As a result, the firms
most averse to risking their
reputations among this group
developed voluntary workplace
codes of conduct and made
compliance a factor in their
sourcing decisions. In addition,
socially responsible investment
(SRI) strategies that consider
financial, environmental, and
social performance—including
labour standards compliance—are
another channel through which
market forces are influencing the
international trade agenda.
Together, these developments
have contributed to the emergence
of labour standards as a major
trade issue, prompting academics
to examine the relationship
between labour commitments,
market openness, and labour
conditions. (Samira Salem and Faina
Rozental, 2012).

WTO and Labour Standard
At the WTO, there has been
strong opposition to the linkage of
labour standards to trade. The
Singapore Ministerial Declaration
in 1996, unequivocally rejected the
use of labour standards for
protectionist purposes. Specifically, the Singapore Ministerial
Declaration stated that: “economic
growth and development fostered by
increased trade and further trade
liberalization contribute to the
promotion of these standards. We
reject the use of labour standards for
protectionist purposes, and agree that
the comparative advantage of
countries, particularly low-wage
developing countries, must in no way
be put into question.” With this in
view, the WTO and ILO
Secretariats were asked to
continue their existing collabora-

9

Article

tion. The debate on linking labour
standards with trade under the
WTO however, continues. The
WTO Secretariat has summarized
the key issues as follows, and also
acknowledged that there exist
wide differences in outlook of
countries towards these questions:
• The analytical question: If a
country has lower standards for
labour rights, do its exports gain
an unfair advantage? Would this
force all countries to lower their
standards (the “race to the
bottom”)?
• The response question: If there is
a “race to the bottom”, should
countries only trade with those that
have similar labour standards?
• The question of rules: Should
WTO rules explicitly allow
governments to take trade action as
a means of putting pressure on
other countries to comply?
• The institutional question: Is the
WTO the proper place to discuss
and set rules on labour or to enforce
them, including those of the ILO?
There is also no specific
reference under the WTO
Agreements to labour related
standards, except for a general
exception to GATT obligations
under Article XX(e), which allows
countries to deviate from GATT
obligations in respect of products
of prison labour.

ILO and WTO Relationship
In terms of the institutional
mechanism, the WTO and the ILO
have engaged in dialogue and
discussion, and continue to do so.
The WTO Secretariat attends
sessions of the ILO Governing
Body as an observer, and also
routinely participates in meetings
of the Governing Body’s Working
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Party on the Social Dimension of
Globalization. Both the organizations have also collaborated in
the context of work undertaken
between 2002-2004 by the World
Commission on the Social
Dimension of Globalization (an
initiative of the ILO). The WTO
Secretariat participates in followup mechanisms to the World
Commission, including attendance at meetings of the ILO’s
Policy Coherence Initiative. The
WTO Secretariat also attends
conferences and seminars organized by the ILO, when issues of
relevance to the WTO are
discussed. The ILO, however, does
not as yet have observer status at
the WTO.
ILO Study on Labour Provisions
in Trade Agreements
The first formal outcome of the
WTO-ILO collaboration was a
study published in 2009, which
examined the impact of globalization on informal employment.
The premise of the study is that
globalization and particularly
trade has the potential to raise
global welfare, and to improve
employment outcomes, a fact
borne in various previous studies.
The study starts with this basis,
and then proceeds to a discussion
on how developing countries with
a significant number of persons
employed in the informal sector,
with limited job security and social
protection, would need to consider
re-examining their labour policies
in order to maximize the benefits
of globalization. It is important to
note that the WTO-ILO study does
not prescribe or suggest that trade
be used as a tool for enforcement
of labour standards. The focus of
the study was limited to
examining the impact of

expanding economic opportunities
in the informal sector, wherein
workers are less protected, remain
more vulnerable to sudden
changes in market conditions and
have to accept severe cuts in their
wages. Its recommendations
focused on improvement of
conditions and incentivizing the
informal sector to ensure that they
can be part of the formal economy.
The ILO Declaration on
Fundamental Principles and
Rights at Work in 1998 stresses that
labour standards are not to be used
for protectionist trade purposes.
The ILO has not taken any formal
position beyond this on the labour
and trade linkage. However, a
recent discussion paper published
by ILO’s autonomous facility deals
with the issue of Labour provisions
in Trade Agreements. The paper
maps the trends in several recent
PTAs. It concludes that labour
provisions in PTAs offer a number
of possibilities to promote labour
standards through mechanisms
for international economic
governance. Such a conclusion
would be considered controversial
by several developing countries
such as India, which have been
traditionally opposed to the trade
and labour linkage. The paper is
silent on the controversial aspects
of the trade and labour linkage,
including the concerns of
developing countries with regard
to protectionism, and with regard
to the basic question of whether
trade is the proper instrument to
address
labour
concerns.
(Anuradha R.V. and Nimisha Singh
Dutta [Centre for WTO Studies,
IIFT])
Economists have expressed
the view that economic benefit
arises only from the efficient
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application of both capital and
labour, which together produce
the economic pie. The purpose of
the WTO is to help make this pie
as large as possible, which is best
accomplished through the forces
of competition in free markets that
guide resources into their most
productive uses. This competition
also determines how the pie is
divided among different groups,
including capital and labour,
developed and developing, and
rich and poor. It is from that
perspective that economists tend
to respond to proposals to link
trade and labour standards. It is
also the case that linking even
seemingly unrelated issues in a
round of negotiations can have the
added benefit of deepening
agreements in both policy
dimensions when linkage
improves enforcement power.

Effects of Labour Standard
Advocates
argue
that
enforcement of labour standards
through trade agreements will
improve the working conditions
and wages of workers in poor
countries, thereby reducing the
wage differentials between rich
and poor countries. They believe
that this will protect jobs of
workers in the rich countries. The
question is whether working
conditions in poor countries can be
raised, and whether jobs of
workers in rich countries can be
protected with the application of
standards that are designed and
enforced by the rich countries.
In this connection, there is
evidently a marked difference
between the worldview of most
advocates linking international
labour standards to trade.
Advocates of attaching labour

standards to trade agreements
seem to see the world in terms of
a struggle between capital and
labour for the rewards from
production, without much regard
to the determinants of the size of
the output that each party gets.
These advocates see the outcome
as depending on power, not on
economics. Economists see the
world in terms of how resources
are allocated to production with a
view to maximizing the total
output. They see the distribution
of that output between capital and
labour as depending on scarcity
and productivity, not on power.
Therefore, labour standards
advocates favour the use of
intervention to tilt the balance of
power in favour of labour,
believing then that labour will get
a larger share of a fixed pie.
Economists have found that those
same policies shrink the pie while
altering the slices, i.e., by making
poor workers in developing
countries poorer.

Arguments in Favour of
Linking
Those who favour raising the
level and enforcement of labour
standards around the world prefer
additional tools to make that
happen, and trade can provide
such a tool. Trade sanctions have
long been used to pressure
countries to alter their behaviour,
albeit with mixed success. The
hope is that by threatening a
country with restriction or taxes on
exports, the country would be
motivated to avoid that by
improving its labour standards.
Setting Efficient Labour Standards
Implicit in this argument is the
belief that countries cannot be
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trusted to set labour standards
optimally for their own
populations, and therefore that
they need external inducement to
do the right thing. Where
governments are corrupt and/or
non-democratic, this may not be
questioned. However, for
reasonably well-functioning
democracies the case for external
pressure must be argued with care.
That is, governments have a strong
interest in adopting economic
policies, including labour
standards that promote economic
efficiency. In fact, both the political
economy and the terms-of-trade
externality considerations are a
part of a more general argument
in favour of incorporating labour
standards into the WTO. Bagwell
and Staiger (2001) have noted that
when we negotiate over border
controls and labour standards
separately, bargaining inefficiencies are likely to emerge. The
inefficiency arises due to the fact
that border controls and labour
standards can be considered to be
policy substitutes. That is, either
can be used to accomplish
protectionist objectives. Weak
labour standards in a capitalabundant country benefit importcompeting producers by lowering
their labour costs. The consequent
increase in domestic production
also lowers import demand. Thus,
lax labour standards are able in
principle to accomplish the twin
trade policy goals of protecting
domestic import-competing
interests and exercising monopoly
control over the terms of trade.
Following a round of trade
negotiations in which trade
barriers have been reduced,
policy-makers may then relax
labour standards in order to return
the volume of imports closer to
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their pre-negotiation level.
Bargaining efficiency can be
achieved only when border
controls are negotiated simultaneously with the protectionist
content of labour standards,
thereby constraining policymakers from replacing protectionist border controls with
protectionist labour standards.
One argument in favour of linking
does not necessarily concern
whether trade sanctions will be
used to enforce labour standards,
but rather deals with whether
issues of labour standards should
be included in a new multilateral
round of negotiations under the
auspices of the WTO. Developing
countries are resisting this, as are
most trade economists, while
Europeans tend to favour it and in
the United States, Republicans and
Democrats are divided on the
issue. The alternative to including
labour standards in a new round
is, of course, to leave labour
standards as they are now,
confined to the ILO.

Arguments against Linking
A first argument against
linking trade and labour standards
is simply to question the efficacy
of labour standards themselves.
Nobody questions the ultimate
desirability of improving
conditions for workers. However,
one may easily question whether
simply imposing better conditions
will in fact make all workers better
off. If higher standards are
imposed, then the cost of hiring
labour will rise and fewer workers
will be employed. The result will
be better conditions for some, but
worse for others. Economists also
point out, in this situation, that
those who gain would be unable
to compensate the losers, even in
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principle, because the outcome is
inefficient. The harm to the losers
in itself may be enough to
condemn the policy in most minds.
This argument applies with
different force for different labour
standards, depending on the likely
numbers of winners and losers,
and also on whether labour
markets really work this way.
Many would accept this argument
as applied to a minimum wage in
developing countries, and indeed
most who favour linking trade and
labour standards reject trying to
raise wages in developing
countries above market levels. But
other labour standards, such as the
Fundamental ILO Conventions
mentioned above, may be less
likely to harm workers, may
actually enhance labour market
efficiency, or may embody issues
of principle that should override
simple economic costs and
benefits. Thus, freedom of
association may be viewed as
necessary in order for labour
markets to work properly, given
what otherwise would be an
extreme asymmetry between the
market powers of employers and
employed. Forced labour, too, is
hardly a case of a properly
functioning labour market, which
ought to have voluntary
participation from both sides.
Child labour, on the other hand,
may be a case of principle, which
should be prohibited even if the
children and their parents believe
that the work makes them better
off. There is a very important cost.
That is, trade sanctions, if applied,
are likely to hurt most the workers
who were intended to benefit from
the labour standards. For example,
suppose that a country prevents its
workers from organizing in its
export industries, and that the

world responds by restricting
those exports. Then these workers,
who were presumably already
suffering from their lack of union
representation, now lose their jobs
as well. All of this assumes that
trade sanctions, if permitted, will
only be applied where the failure
of labour standards justifies their
use. However, there is good reason
to worry that this will not be the
case. Trade sanctions are
restrictions on trade, and, when
used, they benefit the firms and
workers that compete with the
restricted imports. The concern,
that trade sanctions will be coopted for protectionist purposes,
most worries both trade specialists
and developing country trade
negotiators. It is also this concern
about protectionism that makes
economists doubtful of the
alternative argument that trade
sanctions will seldom be used,
only threatened. The forces of
protectionism have shown
themselves to be both strong and
insistent, sure to exploit any
loophole in WTO rules that may
be provided. It seems likely that
whenever abuses of labour
standards are alleged, no amount
of response by raising standards
will be enough to satisfy those who
will seek to exploit the situation by
seeking protection. This will
include not only those who benefit
from the trade sanctions that are
applied, but also those who benefit
from easier competition with the
industries where standards are
raised. From the point of view of
the lobby, there are complementarities between trade and labour
standards that increase the payoff
from defection. Such complementarities within a linked agreement
raise the cost of compliance,
making cooperation more difficult

FOCUS WTO July-September 2016 (Vol. 18 No. 3)

Special Focus

to sustain. (Drusilla K. Brown, Alan
V. Deardorff and Robert M. Stern,
2002)

Effect on Rich Countries of
Low Labour Standards in
Poor Countries
In order to establish the need
for “levelling the playing field,” it
must first be demonstrated that
low labour standards in poor
countries negatively impact
workers in rich countries.
Proponents of attaching labour
standards to trade agreements
argue that low labour standards
act through two channels: (a)
goods from low labour standard
countries displace products made
by workers in high labour
standard countries and hence
reduce employment in the latter;
(b) multinational enterprises
outsource jobs to countries with
lower labour standards to take
advantage of lower labour costs.
The evidence suggests, however,
that the observed patterns of
traded goods and foreign direct
investment (FDI) do not reflect
inter-country differences in labour
standards.
Regarding traded goods, the
OECD study of Trade, Employment
and Labour Standards (1996, pp. 1213) concludes that ...a detailed
analysis of US imports of textile
products (for which competition
from low-standards countries is
thought to be most intense)
suggests that imports from highstandards’ countries account for a
large share of the US market.
Moreover, on average, the price of
US imports of textile products does
not appear to be associated with
the degree of enforcement of child
labour standards in exporting
countries…. Aggarwal (1995)

investigated the relationships of
labour standards and the pattern
of US imports from ten major
developing countries that
accounted for 26.5 per cent of US
imports in 1994. Similarly, within
an export-oriented sector, labour
conditions in firms more involved
in exporting are either similar to
or better than those in firms that
are less involved in exporting.
Changes in technology and the
structure of international trade are
leading developing countries to
compete in a race upward in terms
of product quality rather than a
race downward with respect to
price.
With respect to FDI, there is
evidence
indicating
that
multinational enterprises are not
seeking low labour standards. This
is borne out by the fact that the vast
majority (approximately two
thirds) of all FDI flows each year
are between the high labour
standards industrialized countries
(UNCTAD, 2001). Rodrik (1996, p.
22), concluded that low labour
standards may be a hindrance,
rather than an attraction, for
foreign investors. Aggarwal (1995,
p. 7) reached a similar conclusion,
as did the OECD (1996, p. 13).
Along these same lines, Brown,
Deardorff, and Stern (2002, p. 51)
concluded in their literature
review that “…there is no solid
evidence that countries with
poorly protected labour rights
attract FDI.”
Thus, the empirical evidence
suggests that there is no basis for
claiming that allegedly low labour
standards in developing countries
have a significantly adverse effect
on wages in industrialized
countries, provide developing
countries with an unfair advantage
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in their export trade, or distort the
geographic distribution of FDI
between low and high standards
countries.

Effect on Poor Countries of
Raising Labour Standards
If raising labour standards of
workers in poor countries will not
help protect jobs in the industrialized countries, can we perhaps
expect that mandated standards
will at least improve wages and
working conditions of workers in
poor countries? This prospect is
highly unlikely since several of the
labour standards being proposed
will raise the cost of labour above
its level of productivity.
As economic theory has
shown, workers may suffer
negative consequences when their
wages are raised above the market
value of their productivity. There
is a large body of literature
supporting this premise. For
example, numerous empirical
studies using data from around the
world have measured the degree
to which workers were displaced
when mandated minimum wages
were raised by different amounts.
Given that that the level of the
minimum wage has been
relatively low and increases small
in the US, we see small (and
sometimes
no)
negative
employment effects in this country
are seen (see, Brown, 1999 for a
review of the US evidence).
However, in countries where the
minimum wage is high and
increases are large, the employment effects are significant (see
e.g., Gindling and Terrell, 2003, for
Costa Rica; and Rama, 2001, for
Indonesia). Similarly, protective
labour legislation can backfire
when the measures are too costly
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for the employer. Heckman and
Pages (2000) have shown that high
levels of severance pay have
resulted in reducing the hiring rate
in some countries in Latin
America. In Senegal, attempts to
create more secure employment in
the Labour Code resulted in a
larger share of the workforce
employed on short-term (three
month) contracts (Terrell and
Svejnar, 1989). There is anecdotal
evidence of companies being
driven out of a sector as unions
made very costly demands (e.g.,
United Fruit in Costa Rica).
Finally, child labour laws are often
circumvented by the poor families
hurt by them.
It is widely known that
developing countries are characterized by “dual economies,” one
part which affords workers
employment with higher wages,
better working conditions and
some labour protection, and the
other part (the “informal sector” or
the “shadow economy”) which
resides out of the reach of
government regulation and
taxation and tends to provide
workers poorer wages and
working conditions. The imposition of labour standards that are
too high (e.g., minimum living
wages that are set above the level
of labour productivity) will push
more workers out of the “formal”
sector (which tries to abide by
them) and into the “informal”
sector, thus exacerbating rather
than diminishing the existing
inequality in terms of wages and
working conditions within the
developing countries. By making
the poor workers poorer, this
policy will lead to a reduction of
the true (rather than official)
average wage in the poor country
– counter to the professed goal.

14

The concern for developing
countries for imposing upon
them international labour
standards rests chiefly on the
argument that it will erode their
comparative advantage which
lies in paying low wages to their
workers. Any demand that raises
labour
costs
will
deny
developing countries their right
to exploit their comparative
advantage in international trade.
Developing countries provide
low wages because of low
productivity and the comparative advantage is the fallout of
the relative abundance of low
skilled labour. The imposition of
labour standards on developing
countries may not raise the cost
of labour but may divert some of
their money wages benefit as a
consequence of which the
workers in the developing
countries may become worse off.
The agreement that core labour
standards have a profound
impact on trade standards is to
some a myth, as low standards
countries will enjoys gains in
export market shares to the
detriment of high standards
countries and also the fear that
better labour standards would
negatively affect the economic
performance of the developing
countries or their competitive
position on world markets is not
borne out by economic analysis.
International economists have
always believed that linkages
between varying international
labour standards and international
trade policy is at best tenuous.
It is important to point out that
living conditions and wages are
vastly different even within the
three
categories
of
the
“developing” countries. The
standard of living and level of

wages in Argentina and Brazil are
superior to LMICs, Bulgaria and
Peru and far superior to the
standard of living of Nigeria and
Zimbabwe. Not only wage
disparities, but also large
differences in literacy levels and
infant mortality rates are clearly in
evidence in each country
grouping. Obviously labour
standards cannot be made equal in
all countries, but the intent is to
improve significantly the labour
conditions and standards in each
country grouping. Many of the
lower middle income countries
(LMICs) and low income countries
(LICs), while agreeing that some
form of a conduct code should be
adopted, feel that they will not be
able to meet the standards
required by the high and middle
income countries and contend that
these standards are a form of
disguised protectionism. They
claim that labour unions and
farmers in these more developed
countries want protection from
imports that compete with the
products they produce. Basically
the dispute revolves around the
industries in which the lower
income countries have a
comparative advantage, namely
their exports of textiles,
agricultural products, and raw
materials. Their comparative
advantage derives mainly from
their low wages in these
industries. For the most part, the
LMICs and LICs concentrate on
producing labour intensive
products (textiles) and land
intensive products (raw materials
and agricultural products) and
produce very little, if any,
manufactured products that
require skilled labour and
machinery and equipment to
produce.
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An Alternative Route
It seems inevitable that the
process of globalization will
continue and trade and
international capital flows will
expand. In this process, as
countries continue to specialize
based on their factor endowments
and technology and as economies
adjust, some workers will gain and
some will lose in the short-run.
However, if the process continues
to increase the size of the pie (as
expected), all workers can gain
over time. Hence, it is argued that
the way to protect workers in rich
countries and to improve the
wages and conditions of workers
in poor countries is not through
mandating labour standards
which are enforced by the rich on
the poor through the WTO or
regional and bilateral trade
agreements. It is rather to devise
economic policies that can help
provide new opportunities for
workers that may be adversely
affected by globalization (in either
rich or poor countries) and at the
same time improve the earnings of
workers in the poor countries.
In poor countries, it is
necessary to continue the many
existing economic and social
development efforts, deployed by
the international organizations
(such as the OECD, UN agencies
and the World Bank), government
aid agencies, NGOs, etc. These
organizations must continue to
provide both financial and
technical assistance to deal with
the underlying causes of poverty
in poor countries, especially the
low levels of education. For
example, programs, such as
Progress in Mexico, which have
proven to be effective in increasing
school attendance among poor

children as the poor families are
compensated for the child’s
foregone earnings, are effective in
both reducing child labour and
providing opportunities for a
brighter future for these children.
The problem of bad working
conditions and poor labour
standards can be addressed
effectively only in the context of
improving opportunities and
living conditions. (Robert M. Stern
and Katherine Terrell [2003])
In addition to these
development agencies, multinational corporations (MNCs) are
showing they too can play a role.
Many MNCs have developed
international codes of conduct that
can assist in improving labour
standards and working conditions
in their affiliates and subcontractors in host developing
countries. While these codes of
conduct are essentially voluntary
in nature, and there is no
guarantee that they will be
effective in all circumstances in
developing countries, they serve
an important role insofar as they
help to focus attention on the
importance of the root causes of
underdevelopment and the types
of business practices that may help
developing countries to raise per
capita incomes and improve
conditions of work.
Finally, the role of consumers
in rich countries is worth
mentioning. There has been an
understanding among a group of
“conscientious consumers” who
are willing to pay more for
products not made under
“sweatshop” or exploitative
conditions in poor countries (e.g.,
fair trade coffee). In this regard,
consumer labelling can be used to
provide a market-based method
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for improving labour standards.
The advantage of labelling is that
it provides information about
production processes and allows
consumers in making their
consumption choices to reflect the
satisfaction that they derive from
the presumed realization of higher
labour standards internationally.
An example cited by Aggarwal
(1995, pp. 39-40) is the Child
Labour Coalition, which was
formed in 1989 by several
religious, human rights, and union
groups and has sponsored the socalled Rugmark campaign that
provides producers with a
certifying label that they can attach
to their exports indicating that they
do not employ child labour. A
similar labelling system could be
extended to clothing and other
products.

The Labour Standards to
be Included in a Social
Clause
A compromise between the
advocates and opponents of labour
standards in trade agreements
could be possible, when both are
against protectionism and in
favour of improved working
conditions in the countries
concerned. According to Emmerij,
one could agree on an essential
“minimum standards package” to
which all countries, without
exception, can subscribe. By using
the term “minimum package” the
impression is given that a social
clause could only guarantee a
limited number of labour norms.
This impression is strengthened by
opponents of a social clause such
as Myrdal who argues that “the
often somewhat imprecise nature
of the demands made by
international trade union
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organizations serves to conceal
underlying differences in the level
of ambition. However, the
obscurity also appears to be part
of the strategy to have as a first
step a small number of basic
standards adopted as a condition
for trade. Once the social clause
principle has been adopted, it is
assumed to be easier to gain
acceptance for other standards”.
The question which comes to
mind is why is it necessarily wrong
to expand the standards contained
in a social clause, once there seems
to be consensus that they should
be included? It should be pointed
out that it is not so much the
number of standards that are
important, but the type. In other
words, the labour standards at
stake have to be applicable
without forcing unaffordable
standards onto countries [Caire,
1994; Okogwu, 1994; Hepple, 1994;
Potter, 1994]. The standards most
often mentioned in this regard —
and explicitly demanded by the
ICFTU, World Confederation of
Labour (WCL) and European
Trade Union Confederation
(ETUC) [World and European
Trade Union Confederations,
1994] —are the rights to freedom
of association and collective
bargaining
(covered
by
Conventions No. 87 and No. 98),
the prevention of forced labour
(Convention No. 29 and No. 105),
prohibition of discrimination
(Conventions No. 100 and No. 111)
and the introduction of a
minimum age (Convention No.
138) [see, especially, Emmerij,
1994; see also Caire, 1994;
Donahue, 1994; Langille, 1994;
Pursey, 1994; van Liemt, 1989].
Various advocates also call for

standards on occupational safety
and health (Convention No. 155)
as well as minimum wage fixing
(Convention No 131) [see,
especially, Wedderburn, 1994;
Caire, 1994, van Liemt, 1989, p.
437]. Most of these Conventions
could be regarded as having a
certain degree of universality — a
necessary element of an
international social clause — since
they are well ratified. By the end
of 1992 Convention No. 87 had
been ratified by 102 (of more or less
165 members), Convention No. 98
by 116, Convention No. 29 by 129,
Convention No. 105 by 111 and
Convention No. 100, No. 114 and
No. 111 by 111 members [ILO,
1993]. However, the Minimum
Age Convention had only been
ratified by 42 countries, the
Occupational Safety and Health
Convention by 17 and the
Minimum Wage – Fixing
Convention by 35. But their low
ratification rate should not be used
to draw attention away from those
Conventions which are well
ratified and could therefore serve
as a minimum core. Moreover, to
state that the low ratification rate
of the Conventions on minimum
wage fixing, minimum age and
occupational health and safety
proves their non universality
[Potter, 1994] is an oversimplification. It seems that when
discussing the universality of
certain labour standards, very little
notice is taken of the fact that these
standards are also protected in
other widely ratified international
instruments. In this regard special
reference has to be made to the
Covenant on Economic, Social and
Cultural Rights. (Erika de Wet
[1994])
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BOOKS
Core Labour Standards and International
Trade: Lessons from the Regional
Context by Kofi Addo, Springer,
24 November 2014.
THIS book examines the labour standards provisions
in a number of Regional and Bilateral Trade
Agreements, and assesses the potential of using
the relevant clauses in these trade agreements as a
benchmark for a multilateral approach. Based on
the lessons learned from the Regional model, the
book proposes a Global Labour and Trade
Framework Agreement (GLTFA) combined with
a joint ILO/WTO enforcement mechanism to
resolve the contentious issue of the link between
the CLS and international trade.
The history of the linkage between the Core
Labour Standards (CLS) and international trade
dates back roughly 150 years, and has recently
become one of the most vexing issues facing policymakers. At the heart of the debate is the question
whether or not trade sanctions should be imposed
on countries that do not respect the CLS as
embodied in multilateral conventions administered
by the International Labour Organization (ILO).
Concretely, this would entail inserting a social
clause in the World Trade Organization (WTO)
rules, and would trigger the imposition of sanctions
on those countries that do not adhere to the CLS.

FOCUS WTO, July-September 2016 (Vol. 18 No. 2)

International Trade and Labour
Standards: A Proposal for Linkage
by Sanjay Reddy and Christian Barry,
Columbia University Press, 22 June 2008.
PROGRESSIVE governments in poor countries fear that
if they undertake measures to enhance real wages
and working conditions, rising labour costs would
cause wealthier countries to import from and invest
elsewhere. Yet if the world trading system were
designed to facilitate or even reward measures to
promote labour standards, poor countries could
undertake them without fear.
In this book, Christian Barry and Sanjay G.
Reddy propose ways in which the international
trading system can support poor countries in
promoting the well-being of their peoples. Reforms
to the trading system can lessen the collectiveaction problem among poor countries, increasing
their freedom to pursue policy that better serves
the interests of their people. Incorporating the right
kind of linkage between trading opportunities and
the promotion of labour standards could empower
countries, allowing them greater effective
sovereignty and enabling them to improve the
circumstances of the less advantaged.
Barry and Reddy demonstrate how linkage can
be made acceptable to all players, and they carefully
defend these ideas against those who might
initially disagree. Their volume is accessible to
general readers but draws on sophisticated
economic and philosophical arguments and
includes responses from leading labour activists,
economists, and philosophers, including Kyle
Bagwell, Robert Goodin, Rohini Hensman, and
Roberto Mangabeira Unger.
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Emerging Disciplines on Labour
Standards in Trade Agreements by Estella
Aryada, TCS Emerging Issues Briefing Note
(4), The Commonwealth Secretariat, March
2016.

TTIP and Labour Standards by Ferdi De
Ville, Jan Orbie, and Lore Van den Putte,
Directorate General for Internal Policies,
European Parliament, June 2016.

THIS paper is part of a series examining emerging
issues in regional and plurilateral agreements and
their implications for trade competitiveness of
developing and Least Developed Countries
(LDCs). Although the link between international
trade and labour standards has been
acknowledged for centuries, efforts to formalise
this linkage through the multilateral system have
not always attracted universal support.

T HIS study analyses the possible effects of the
Transatlantic Trade and Investment Partnership
(TTIP) on labour conditions in the European Union
(EU), the United States (US) and third countries.
It is based on a literature review, an evaluation of
labour provisions in recent EU trade agreements,
an assessment of primary documents and
stakeholder positions, targeted interviews and our
own on-going research.

The International Labour Organisation (ILO)
is recognised as the competent body to set and
deal with international labour standards. In
particular the ILO’s Fundamental principles and
rights at work and its Follow-up adopted in 1998
has come to form the basis of a vast majority of
voluntary private standards and new generation
trade agreements. It is important to examine how
these agreements address labour issues and the
potential impact this will have on the trade
prospects of low-wage developing and LDCs.

The authors provide recommendations to
increase the chances that TTIP will have positive
consequences for labour conditions in the EU, the
US and third countries.
This analysis comes against the background of
an unprecedented debate on TTIP and trade policy
in general, as well as of a prolonged economic crisis
that has put social protection under strain.
The possible impact of TTIP on labour
conditions is therefore important for the legitimacy
of the agreement and the trading system in general
as well as for the trend of labour protection in the
EU.

This paper sums up the importance of
international labour standards in international
trade and competitiveness, assessing the approach
to labour standards in selected regional and megaregional trade agreements. The labour provisions
in the Trans Pacific Partnership (TPP) are examined
as an illustration of how international labour
standards are being addressed in the new
generation trade agreements in a ‘post-WTO’
environment.

(http://www.europarl.europa.eu)

(http://thecommonwealth.org)
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NEWS
UK Could Clinch Trade Deal with
EU within Two Years, Says Expert
T HE UK could strike a trade deal with the

European Union within two years but will struggle
to win concessions on free movement of labour,
according to one of Britain’s most experienced
trade negotiators. Roderick Abbott, a former EU
ambassador to the World Trade Organization,
thinks the UK might conclude a trade deal with
Brussels in 24 months – a faster timetable than
estimated by some European leaders, who have
warned of talks stretching on for five years or
more. Abbott spent four decades of his career
immersed in trade policy. He told the Guardian
that an UK-EU trade deal could be done in two
years because negotiators would soon have to
tackle the crucial question of how to balance access
to the single market against the EU’s demand for
free movement of people.
Analysis the Facts About EU Trade Policy Lost
in the Brexit Kerfuffle
Both sides of the referendum did little to
explain the mechanics of EU trade policy and
member states’ tug of war with Brussels “It is
likely to be damned difficult,” he said. “I don’t
see how you can go beyond two years on that
sort of thing, or else you are going to retire and
say we can’t get anything.” He doesn’t expect
the EU to offer any concessions on free
movement of people to keep Britain in the single
market. “The EU is in my judgment not going to
yield on the free movement of people, which
matters very much to some of the newer member
states.” Countries such as Poland and Hungary
“have got thousands of citizens working in the
EU and therefore access to the single market
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really matters to them. But when things start
who knows who will blink.”
After a decade in Whitehall as a trade
specialist, Abbott began working at the European
Commission in May 1973, just a few months after
the UK joined the then European Economic
Community. He went on to become second in
command to the EU trade commissioner at the
time, Pascal Lamy, and had senior jobs at the WTO
in Geneva.
Britain Should be Offered Tough Brexit Deal,
Say Voters in EU
The EU negotiates trade deals on behalf of all
member states, leaving the British government
scrambling to create a department from scratch
after 43 years of outsourcing policy to Brussels.
The former trade official said the government faced
an enormous task. “Not only is there a lot to do,
but some of it has to be done reasonably quickly if
you want to avoid a vacuum, which is not very
good for the economy and trade.” As well as
negotiating a trade agreement and divorce
settlement with the EU, the UK must re-establish
its credentials in the WTO, where it is currently
represented by the EU. The UK must also secure
the 34 trade agreements negotiated with 60
countries that it takes advantage of as an EU
member. Leading Brexiters have promised to sign
new trade deals. Before his appointment as
secretary of state for Brexit, David Davis claimed
it would be possible to negotiate deals worth more
than the value of the EU single market within two
years. His priorities include the US and China, as
well as Hong Kong, Canada, Australia, India and
Japan.
But Mr. Abbott said sophisticated trade deals
with such countries would take far longer to
negotiate. Offering a “charitable” interpretation,
he said Davis could have been thinking of the
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absolute zero-tariff deal on goods, meaning deals
could be done more quickly. But as soon as
negotiators focus on services, which make up 80
per cent of the British economy, they would enter
far more complex talks. He added that this type of
“second-generation trade deal” focused on
regulation would take much longer. Moreover, the
UK is barred from signing any deals while it
remains an EU member. The government may
struggle to have substantive talks with nonEuropean countries while the outlines of a UK-EU
deal remain murky. Michael Froman, the US trade
representative, has said it is not possible to make
progress on a trade deal with Britain without
knowing more about the UK’s future relationship
with the EU. Mr. Abbott thinks the UK is unlikely
to be a top priority for the US, which is trying to
nail down the controversial TTIP agreement before
President Barack Obama, leaves office.
“In the trade world the size of the market –
the number of people who are out there as
consumers – that really counts. The UK is only 65
million and you don’t get the same priority even if
you are a long-standing friend,” he said.
(http://www.theguardian.com 8 August 2016)

Barack Obama Says Vietnam
‘Presenting Unprecedented
Labour Reforms’ Thanks to TPP
AT a press conference with Singapore’s Prime

Minister Lee Loong, President Barack Obama said
the Trans-Pacific Partnership would improve global
labour rights. Specifically, he said Vietnam had
agreed to improve its labour policies as a condition
of entering into the 12-country trade agreement,
which has been contentious this election cycle.
“Vietnam is drafting and presenting
unprecedented labour reforms, changing their
Constitution to recognize worker organizations in
Vietnam for the first time,” Mr. Obama said.
We fact-checked another TPP claim from the
press conference, on tariffs, elsewhere. Here, we
look at Mr. Obama’s Vietnam claim.
Labour Law
Before diving into what the TPP asks of
Vietnam, let’s look at what protections Vietnam
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already affords workers. The 2013 Vietnamese
Constitution provides for “break policies,” “equal
and safe” work conditions and protects against
“discrimination, forced labour” and under-age
workers. It also establishes trade unions to
represent workers and protect their legal rights.
According to a 2012 “Law on Trade Unions,”
however, this is an entity “placed under the
leadership of the Communist Party of Vietnam.”
Essentially, all trade unions must affiliate with the
Vietnam General Confederation of Labour. We
consulted various law firms that cover Vietnamese
labour law, and they detailed Vietnam’s alreadyexisting labour protections. According to the
Southeast Asian law firm Tilleke & Gibbins,
Vietnam sets a maximum of 48 hours per week and
provides mandatory rest periods of at minimum
24 consecutive hours per week. Employers are
required to provide protective equipment, and
there is maternity leave typically around four
months. The labour law firm Fisher Phillips
classified Vietnam’s labour law as “employeefriendly.” We spoke to White House
representatives who acknowledged Vietnam had
such provisions.
So, what then, was Mr. Obama referring to as
“unprecedented” labour reforms?
Work-in-Progress
The White House pointed us to a “consistency
plan” negotiated as part of the TPP, titled the
“United States — Vietnam Plan for the
Enhancement of Trade and Labour Relations.”
Key to the plan is the decoupling of labour unions
from the government. Workers must be allowed
to spontaneously form a grassroots labour
union. The union must be registered, but not
affiliated with, the government, thus allowing it
to operate by its own rules and procedures.
“Vietnam shall ensure that its law does not
mandate a labour union registered with the
competent government body to operate
according to the Statutes of Vietnam General
Confederation of Labour,” the plan states.
Experts we spoke
“unprecedented” is valid.

to

said

the

term

“The workers can form their own unions,” said
K. William Watson, a trade policy analyst at the
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libertarian Cato Institute. “That’s going to be a
big change for Vietnam just because of the way
it currently regulates labour unions. It’s not
going to be compatible with the TPP at all.” John
Sifton, Asia Advocacy director at Human Rights
Watch, said independent unions are the first step
to having workers enforce their own rights.
“This other stuff about minimum wage and
working hours, all of that, is meaningless if you
don’t have unions,” he said. “Without unions,
without the capacity to organize, whatever
workers’ rights are written down on paper don’t
have teeth.” Changes to labour laws are still
going through the country’s legislative process,
they said. While acknowledging that might be
the case, Sifton said Obama’s claim was
“premature” for suggesting current changes.
“They’ve signed up to a whole lot of things and
if President Obama had simply said, ‘Vietnam
has promised and must do a whole bunch of
things under the TPP’, then he would have been
perfectly accurate,” Mr. Sifton noted. “But he
made it sound like Vietnam has already started
to do things and that’s just not true.”
Enforcement
Changing the law is one thing, but actually
implementing it is another.
Prior to the TPP entering into force, Vietnam
must change its labour code to correspond with
the side agreement, the White House explained.
The plan also provides a review mechanism afterthe-fact whereby the United States can impose
higher tariffs on Vietnam if the provisions are not
being implemented. Nonetheless, experts
questioned both the likelihood of Vietnam
implementing the new rules and of the United
States enforcing them. Both Mr. Sifton and Mr.
Watson noted America’s poor track record in
enforcing other free trade agreements’ labour
provisions. "They have a terrible record of
enforcing labour chapters as evidenced by the
Central American Free Trade Agreement and the
North American Free Trade Agreement and the
Colombian Free Trade Agreement," Mr. Sifton said.
“So he says they’re enforceable and that’s true on
paper and its true technically, but it doesn’t mean
it would be enforced.” Mr. Watson, on the other
hand, said it is in Vietnam’s economic interest —

FOCUS WTO, July-September 2016 (Vol. 18 No. 2)

due to their significant gains from the TPP — to
abide by the proposed legal changes. In order to
attract investors, they have to follow the rules and
won’t be too antagonistic to the agreement, he
explained.”It’s not a situation where this was
something that they didn’t want and now they’re
going to try to sidestep it,” he said. “Vietnam is —
economically — the country that will benefit the
most from the TPP.” Vague language in the
consistency plan could also hinder implementation,
said Prof. Angie Ngoc Tran, California State
University. In an article in New Mandala, she
criticized the deal for not offering enough
protection for independent unions and other
procedural issues. On the flip side, Ms. Cathleen
Cimino-Isaacs at the Peterson Institute for
International Economics, said the TPP has made
progress to address past failures. The Peterson
Institute for International Economics has been
described as a pro-trade economic policy
group. ”Although the TPP does not address all the
concerns of labour rights advocates, it represents
an important step forward,” Ms. Cimino-Isaacs
wrote. “The bilateral plans negotiated alongside
the TPP are a major innovative component, targeted
to address the substandard labour conditions of
most concern. Implementation of the mandated
reforms would deliver signiûcant improvements
in Brunei, Malaysia, and Vietnam. The monitoring
mechanisms attached to Vietnam’s plan in
particular seem more proactive than past US
efforts.”
Our Ruling
Mr. Obama said, “Vietnam is drafting and
presenting unprecedented labour reforms” and is
“changing their constitution to recognize worker
organizations in Vietnam for the first time.”
There are some problems with the claim.
Experts said actual changes to the law have not
happened yet but acknowledged the drafting
process might be underway. They did agree,
however, that the changes proposed would qualify
as “unprecedented.” More critically, they said it’s
hard to enforce the changes being described and
the United States has a particularly poor track
record of doing so.
(http://www.politifact.com 4 August 2016)
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Signs of Progress in Canada Post
Labour Dispute, Experts Say
IF you were worried about sending your mom a

birthday card or ordering something online
because of a looming labour disruption at Canada
Post, you should be OK for now, labour relations
experts say. Maurice Mazerolle, director of the
centre for labour management relations and
associate professor at the Ted Rogers School of
Management, said he’s “reasonably confident” that
mail service will continue in the short term. “It
sounds like they’re narrowing the issues,” Prof.
Mazerolle said. “There may be the makings of a
resolution.”
• Canada Post, union remain divided as offer of
bargaining truce stalls.
• Canada Post not essential but not irrelevant, say
experts.
Stephanie Ross, an associate professor at
McMaster University’s school of labour studies also
thinks the ongoing conversation is a good sign.”I
think that Canada Post must realize that their
strategy of using a lockout was not playing well
with the public,” Prof. Ross said in an email to CBC
News. “After all, how can you say you want to
maintain a service that you yourself are willing to
disrupt with a lockout?” Even if negotiations fail,
either side is still required to give 72-hours’ notice
of a work stoppage. One of the biggest issues
between Canada Post and the Canadian Union of
Postal Workers (CUPW) has been pensions.
Canada Post wants to change the pension
scheme for new hires, moving them to a defined
contribution plan instead of a defined benefit plan.
The union wants to maintain the defined benefits.
Prof. Mazerolle said they may have been able to
come to an agreement on the pension issue, with
CUPW having to change its demand.”It’s becoming
increasingly difficult to keep these defined benefits
plans, despite the company still making money.”
A bigger factor, Prof. Mazerolle said, is that Canada
Post has already settled contracts with two other
unions that change the terms of pension plans.
Pension Precedent
“There’s a precedent here,” Prof. Mazerolle
said, adding CUPW may have a hard time arguing
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that its members are different than those
represented by other unions. Prof. Ross isn’t so
confident that CUPW will change its stance on
pensions. “Only a very aggressive strategy on
Canada Post’s part will likely move the union off
the principle of an equal pension for all union
members,” she said.
“I also think that the union has been very
successful at framing this round of bargaining as
about intergenerational equity — younger workers
should have secure pensions, too.”
She also questions Canada Post’s argument
about pension costs.
“I also think the consistent profitability of the
postal service year after year makes the employer’s
affordability argument very weak,” Prof. Ross
said.
• Winners and losers already clear as a Canada
Post strike or lockout draws nearer.
• Canada Post work stoppage will hurt small
businesses, but many people won’t even notice.
Pay Equity
The other negotiation issue has been pay equity
between rural and urban carriers, especially
because the majority of rural carriers are women.
Mazerolle points out that if it really is a pay equity
issue, then it’s not a negotiating issue, it’s a legal
one.
“That’s the law. The employer has to obey the
law,” he said.
“It may never have started off to be a femaledominated job class, but over the years and over
time more and more women were hired into it.
“There may have always been a distinction
[between rural and urban carriers]…. Does it now
become a pay equity issue?” In an email to CBC
News, CUPW said Canada Post has a history of
extensive delays for pay equity issues. Geoff
Bickerton, research director at CUPW, said a pay
equity complaint from the Public Service Alliance
of Canada took 28 years to settle, and a complaint
filed in 1993 by the Canadian Postmasters and
Assistants has still not reached a tribunal.”The issue
with the rural and suburban mail carriers is very
simple. They already work on a system based on
wages considerably less than letter carriers who
FOCUS WTO, July-September 2016 (Vol. 18 No. 2)
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do the same work. It is a matter of raising their
wages and providing similar benefits,” Prof.
Bickerton said. “Exactly the type of process which
occurs at negotiations.” If Canada Post and CUPW
are actually narrowing in on the issues, one of the
final steps will be making it appear that everyone
— the union, Canada Post and the taxpayers — all
win, Prof. Mazerolle said.
(http://www.cbc.ca 29 July 2016)

Panel to Be Set Up for
Implementing WTO’s Trade Pact
THE government has started the process of setting

up a national committee to coordinate and
implement the WTO’s trade facilitation agreement
(TFA). The cabinet has approved the constitution
of the national committee on trade facilitation
(NCTF) under the chair of cabinet secretary,
Commerce and Industry Minister Smt. Nirmala
Sitharaman said in a written reply to the Rajya
Sabha. The committee will facilitate the ease of
doing trade through effective cooperation between
customs authorities and relevant stakeholders, she
said.
“Yes,” she said on a question whether it is a
fact that government has started the process to set
up the committee. She also said that through TFA,
WTO members are encouraged to share
information on best practices in managing customs
compliance. TFA will lead to simplification of trade
procedures and help promote.
(http://economictimes.indiatimes.com 20 July 2016)

ILO: Labour Provisions in Trade
Agreements Do Not Harm
Business
LABOUR provisions in trade agreements do not
lead to a reduction or diversion of trade flows,
and ease labour market access, a new study of
the International Labour Organization (ILO)
finds. The research shows that a trade agreement
which includes labour provisions actually
increases the value of trade by 28 per cent on
average, similar to 26 per cent for an agreement
without labour provisions. The study also finds
that labour provisions support labour market
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access, particularly for working-age women.
Labour provisions impact positively on labour
force participation rates, bringing larger
proportions of both, male and female working
age populations into the labour force. These are
the main findings of the new ILO Growth with
Equity report entitled ‘Assessment of labour
provisions in trade and investment arrangements’
which analyzes the design, implementation and
outcomes of labour provisions in trade
agreements. The study produced by the ILO
Research Department highlights a significant
increase in the number of trade agreements
worldwide, showing that in 2014 almost 55 per
cent of exports took place within the framework
of bi- and plurilateral trade agreements –
compared to just 42 per cent in 1995. “It is
increasingly common for new trade agreements
to include labour provisions”, said Marva
Corley, ILO Senior Economist and lead author
of the report. “As of December 2015, there were
76 trade agreements in place (covering 135
economies) that include labour provisions, nearly
half of which were concluded after 2008. Over
80 per cent of agreements that came into force
since 2013 contain such provisions”, she added.
Currently, a quarter of the value of trade taking
place within trade agreements falls under the
scope of such provisions which were almost nonexistent until the mid-1990s.
Bridging the Gap Between Economic and
Social Outcomes
The report warns that the impact of trade on
labour markets shows a mixed picture, especially
when it comes to job quality and wage increases.
It insists on the fact that income inequality has
tended to widen since the 1980s, which is partly
due to trade and investment liberalization. “The
winners from trade are not adequately
compensating those who lose in terms of jobs and
incomes”, the study observes.
Looking at the nature of labour provisions, the
authors say that in the great majority of cases, trade
agreements that include labour provisions are
based on the commitment not to lower labour
standards or stray from labour laws to boost
competitiveness. They also aim at ensuring national
labour laws are effectively enforced and consistent
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with already existing labour standards. 72 per cent
of trade-related labour provisions make reference
to ILO instruments.
The authors also say that trade agreements that
contain labour provisions can boost capacity
building, and, in some cases, improvements in
working conditions at the sectoral level.
Involving Social Partners and the Role of the ILO
Looking at how labour provisions can be more
effective, the ILO research suggests that trade
negotiations become less opaque by involving
stakeholders, especially the social partners – and
not just governments – in the making and
implementation of labour provisions in trade
agreements. With respect to labour market
outcomes, the report highlights the strong
interconnection between legal reforms, capacitybuilding and monitoring mechanisms – while social
dialogue between government and the social
partners plays a key role in this process. Finally,
the authors explain that ILO expertise, if properly
mobilized, can help in making labour provisions
more effective, for example by enhancing
coherence between labour provisions and the
international system of labour standards. “The
trends identified in this report and the continued
widening of income inequalities highlight the need
for more research on specific provisions in trade
agreements and their effect on labour standards,
as well as the role the ILO can play in this respect”,
Deborah Greenfield, ILO Deputy Director-General
for Policy concluded.
Source: ILO–International Labour Organization
(http://www.hellenicshippingnews.com 19 July 2016)

This House Would Make the
Raising of Business and Labour
Standards A Prerequisite for
Developmental Aid
D EVELOPMENTAL aid exists in a variety

of
forms such as the Official Developmental
Assistance (ODA) awarded by donor nations in
the UN’s Development Assistance Committee
(DAC). These flows of official financing are given
with the aim of “promotion of the economic
development and welfare of developing countries
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as the main objective…”. Although there may be
discussion over what parameters or index should
be used to measure the overall development of a
nation, the success of the awarded aid depends
largely on the localized effects of the particular aid
projects and any wider results that have been
obtained. ODA often has strings attached to the
aid, but this usually is conditions such as equipment
having to be bought from the country that is
providing the aid. There may sometimes be other
conditions such as a country being unwilling to give
development assistance to countries that have
particularly poor human rights records, though this
will almost certainly not apply to any emergency
aid. For example, the UK suspended aid to Rwanda
at the end of 2012 in response to reports showing
Rwanda was fueling the civil war in neighbouring
Congo.
This, however, does not usually translate into
action in other similar areas. In the contexts of
scarce accountability and poor labour standards,
development aid often carries on regardless. This
is despite international labour standards, being
particularly suited to ensure that economic
development remains concentrated on improving
human life and dignity by making sure that
economic growth and development go along with
the creation of decent work. In other words, labour
standards could be seen as a core part of any
sustainable development that such aid is aiming to
achieve. Should raising labour standards, therefore,
to increase the efficacy of aid, be considered a prerequisite for development aid. Whether this is a
fair, efficient and more importantly, achievable
criterion to be met by developing nations is the
key stone focus of this debate.
(http://idebate.org 19 July 2016)

Increasing Number of Labour
Provisions in Trade Agreements
Don’t Hamper Business: UN Study
TRADE-RELATED labour provisions, such as
ones that address labour relations or minimum
working conditions for employees, do not harm
business or make trade provisions less popular,
according to a study released by the United
Nations labour agency. Research from the UN
International Labour Organization (ILO) found that
FOCUS WTO, July-September 2016 (Vol. 18 No. 2)
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a trade agreement which included labour
provisions raised the value of trade by 28 per cent
on average, as compared with 26 per cent for a
similar agreement without the labour provision.
“It is increasingly common for new trade
agreements to include labour provisions,” said
Marva Corley, ILO Senior Economist and lead
author of the report.
“As of December 2015, there were 76 trade
agreements in place (covering 135 economies) that
include labour provisions, nearly half of which
were concluded after 2008. Over 80 per cent of
agreements that came into force since 2013 contain
such provisions,” she added. The ILO Growth with
Equity report entitled “Assessment of labour
provisions in trade and investment arrangements”
also found that labour provisions support labour
market access, particularly for working-age
women. In the future, the UN agency encourages
trade negotiations to become less opaque by
involving stakeholders, especially the social
partners – and not just governments – in the making
and implementation of labour provisions in trade
agreements.
(http://www.un.org 18 July 2016)

Labour Reform in the Works to
Give Legal Backing to Contract
Workers
THE hiring of contract workers may soon get firm

legal backing as the government is considering the
introduction of labour reforms that will have farreaching impact.
The Contact Labour (Regulation & Abolition)
Act denies adequate legal protection to contract
workers and is seen as discouraging the
formalization of the labour force, thus depriving
many employed in the informal sector of adequate
safeguards.
The government is considering a proposal to
drop the word “abolition” from the law, as it
contradicts the regulation of the sector, and giving
staffing firms a national licence.
The licence will be based on set criteria and
renewed every three years. This will have the twin
advantage of providing better social security for
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contract workers and help create more jobs in the
organized sector. “Contract labour is now a reality.
There is a need for a legal and administrative policy
framework that can provide for easy hiring and
social security for a growing number of contact
workers in the country,” a senior government
official told ET on condition of anonymity as the
proposal is still being discussed. Both the
government and the corporate sector employ a
large number of contract workers. Contract labour
accounts for 55 per cent of public sector jobs and
45 per cent of those in the private sector. If
accepted, the Government will move an
amendment to the Contact Labour (Regulation &
Abolition) Act to rename it. “This would give
contract labourers the first and much-needed
recognition,” the official said.
(http://economictimes.indiatimes.com 18 July 2016)

Government will Pursue
Amendment on Labour Laws after
Unanimity: FM Arun Jaitley
FINANCE Minister Arun Jaitley said that Union

Government will pursue any amendment on labour
laws only after unanimity among all the stakeholders and agreed that the issue of minimum
wages has to be given serious thought.
“Government will pursue any amendment on
labour laws only after bringing unanimity among
trade unions, employers’ organizations and state
governments,” Shri Jaitley told a delegation of
Bharatiya Mazdoor Sangh (BMS), the labour wing
of the RSS.
A delegation of BMS headed by its general
secretary Virjesh Upadhyay met a Group of
Ministers headed by Jaitley. The GOM also includes
Labour Minister Bandaru Dattatreya, Petroleum
Minister Dharmendra Pradhan and Minister of
State in the Prime Minister’s Office Jitendra Singh.
After the meeting, the BMS said in a statement that
Shri Jaitley agreed that minimum wages has to be
given serious thought considering the differences
in consumer price in major cities and towns. Shri
Upadhyay said that the Finance Minister asked the
Labour Minister to prepare a formula to work out
minimum wage and extend social security schemes
to workers. Shri Jaitley also asssured to look into
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issue of contract workers to make their service
condition at par with regular workmen. He said,
the Government will instruct all state governments
and central departments, to strictly implement the
decision on enhancement of ceiling of bonus.
During the meeting, the BMS pushed for the
Government to take a relook at economic policies
to ensure better job creation and to strengthen the
PSUs, which are the best model of decent wages,
to make the economy run.
Shri Jaitley conveyed to the delegation that the
government has realized that labour reforms are
essential for industrial growth, while the BMS also
said that the GOM assured the delegation that the
assurances given on 12-point Charter of Demands
of the joint trade unions will be implemented with
priority in the coming few weeks.
(http://economictimes.indiatimes.com 26 May 2016)

Eight Labour Disputes Mediated
in 2015
T HE National Conciliator’s Office acted as

mediator in eight labour disputes in 2015.

a

Four of the cases were related to collective
agreement concerning icebreakers and
multipurpose icebreakers owned by Arctia
Shipping Ltd. The parties involved were the Finnish
Employers’ Association of Special Vessels, and the
Finnish Seafarers’ Union, the Finnish Engineers’
Association and the Finnish Ship Officers’
Association. Two labour disputes concerned the
aviation sector and were related to Airpro Oy’s
collective agreement. In this dispute, the parties
were the Service Sector Employers PALTA, the
Finnish Aviation Union, and the Finnish Cabin
Crew Union. At the end of the year, conciliators
were used in a labour dispute concerning Posti that
involved the Service Sector Employers PALTA and
the Finnish Post and Logistics Union PAU. The last
labour dispute of the year concerned the forest
machine sector, with the Trade Association of
Finnish Forestry and Earth Moving Contractors
and the Woodworkers’ Union as parties involved.
In 2015, industrial action was taken in six of
the labour disputes in which conciliators were used
before a resolution was found. Six of the labour
disputes were resolved when the parties accepted
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the conciliator’s proposal for a settlement, and in
one of the disputes the parties found a mutual
agreement. One mediation process was
discontinued without a settlement. National
Conciliator Minna Helle describes the year 2015 as
hectic and the labour disputes in which mediators
were used as difficult and focused on basic
requirements. The number of labour disputes in
which conciliators were used was high, considering
that a majority of sectors had joined the centralized
incomes agreement which was extended in June
2015.
(http://valtakunnansovittelija.fi 4 April 2016)

Why Make in India is Stumbling
Over Our Labour Laws
WHAT’S the one assurance investors want before

setting up manufacturing base in India? The ease
of making workforce adjustments in line with
changing market conditions. In this area, Indian
labour laws are among the most restrictive. The
Industrial Disputes Act of 1947 has two provisions
in the way of workforce adjustments. Chapter VB
of the Act requires prior approval of the
appropriate government before resorting to any
layoff, retrenchment or closure in establishments
employing 100 or more workers. The draft Labour
Code on Industrial Relations currently in circulation
seeks to raise the threshold to establishments
employing 300 or more workers, but it is still work
in progress. Another major contentious provision
is Section 9A of the Act which mandates 21 days’
notice before affecting any change in established
conditions of service of any employee, including
any change necessitated by “rationalization,
standardization or improvement of plant or
technique”. This is anathema for investors,
particularly in this age of fast changing
technologies and manufacturing processes.
Contract labour is yet another major area of
concern. Investors would surely want to know if
engaging workers on temporary contracts would
run afoul of the law. The Contract Labour
(Regulation and Abolition) Act, 1970, as the name
suggests, is enforced to regulate the practice and
abolish it in certain cases. In other words, the
practice is not prohibited. Engaging contract
workers for temporary, intermittent or seasonal
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work is allowed but using them for work of
perennial nature violates the letter and spirit of
the law.
Why would investors want to engage
workers on temporary contracts in the first place?
To meet surges in demand for goods and services
requiring urgent workforce adjustments.
Immediate deployment of regular workers is not
always feasible and pruning them alongside
falling demand often meets legal obstacles.
Moreover, regular workers are increasingly
becoming less productive and more expensive.
The central government has yet to initiate any
action in this area. Rajasthan has taken the early
lead, raising the threshold for applicability of the
law to cover industries or contractors engaging
40 or more contract workers, up from the original
20. Other state governments are expected to
follow suit. The move has been welcomed by
employers and criticized as anti-worker by trade
unions. But changing the applicability clause is
like nibbling at the edges. Plunging into the core,
the status of temporary workers must be
redefined and extended beyond the present limit
of 240 days in a year. That should take care of
persistent demands by the traditional trade union
movement for regularization of all contract
workers.
On this aspect, the experiment by India’s
largest carmaker is innovative and instructive.
In 2012, Maruti introduced a new category of
directly recruited temporary workers,
substantially reducing the role of intermediaries.
It has appreciably narrowed the gap in
emoluments and allowances between regular and
contract workers, which is the main bone of
contention. Temporary workers get on-the-job
training as apprentices and become eligible for
regular appointment in due course. Maruti pays
such workers a stipend for the period they must
wait out for regular appointment. This also
promotes a sense of belonging and solidarity with
the company. It is the habit of institutions to give
birth to loyalties. The policy has worked well
and has brought industrial peace to what was a
volatile workplace.
The big question is: How soon can the central
government bring about meaningful changes in the
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existing laws to facilitate quick workforce
adjustments?
For investors, this is the major sticking point.
Can the government drive the labour reforms
agenda through the legislative route and achieve
desirable outcomes?
Given the present party alignments in the Rajya
Sabha, this is like building castles in the air.
Alternatively, can executive orders be employed
to achieve the desired results? Some quick thinking
is needed in this direction, followed by swift
action. As the reforms package unfolds, pragmatic
solutions will have to be discovered to assure
investors that their business interests would not
suffer by mindless application of the law, while
taking care to ensure that workers’ interests are
not compromised. Labour reforms are critical to
the “Make in India” campaign. Investors have been
waiting with anticipation. Brand India cannot
afford to disappoint.
(http://economictimes.indiatimes.com
28 February 2016)

Labour Dispute at Icelandic
Smelter – A Threat to the
Country’s Agreement Model?
A bitter labour dispute between trade unions

and employers at Rio Tinto Alcan’s Icelandic
smelter Isal is in its second year. Workers have
twice threatened to go on strike, but have pulled
back at the last minute because of fears the
smelter would be shut down. Six trade unions
are negotiating, but most of the 500 employees
at the smelter in Straumsvík belong to the Hlíf
union. The unions want wage increases in line
with what other trade unions in the industry have
achieved. But the issue which have led to
negotiations grinding to a halt, is Rio Tinto
Alcan’s desire to outsource certain tasks. The
company leadership wants to outsource just over
30 jobs. The unions oppose this, arguing that
everyone should be paid the same and that this
should be made a statute in the new wage
agreement. An agreement from 1972 bans the
company to outsource work without the
agreement of the unions. Rio Tinto Alcan claims
this weakens the company’s competitiveness.
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Negotiating without the Power to Do So?
The Icelandic employers’ union SA negotiates
on behalf of the smelter, but the negotiation
delegation is mostly made up by representatives
from the factory leadership. The Hlíf union says
the negotiation delegation basically does not have
the power to reach an agreement with the unions.
“Whenever we believe we are getting close to a
deal, the employers’ delegation has to make
international telephone calls to discuss it with the
Rio Tinto Alcan top leadership. They are always
told no, and the negotiations stop,” says Hlíf’s
leader Kolbeinn Gunnarsson. The employers’
organization SA’s lawyer Ragnar Árnason does not
consider it unusual that the negotiation delegation
calls the group’s leadership to discuss proposals
for a deal. “Both parties in the labour market have
the right to negotiate and present their demands,
but no-one is forced to reach an agreement. The
employees have the right to strike, and employers
have the right to impose a lockout,” says Ragnar
Árnason.
Locked Situation
Icelandic media have launched various theories
for why the conflict is so entrenched. One is that
the company really is looking to renegotiate the
agreement it has with the state energy company
Landsvirkjun to buy electricity. The agreement
runs all the way to 2036.
“The employees have concluded that the
employer would welcome a strike, as that would
give them a chance to close the factory,” says the
union lawyer Ástráður Haraldsson. ”We believe
the mother company would not at all be interested
in ending a strike. In which case we are locked in a
situation which nobody knows how to solve,” he
continues. The negotiations have not been helped
by the fact that the Rio Tinto CEO Sam Walsh wrote
an email to all employees in early 2016 announcing
all wages in the gigantic raw material group would
be frozen for the whole of 2016. Rio Tino is one of
the world’s larges producers of iron ore and prices
are record low. This means negotiations have yet
again stalled.
Possible Sympathy Action
Iceland’s trade union movement is discussing
sympathy actions in order to force the aluminium
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giant back to the negotiating table. The leader of
the Icelandic Confederation of Labour, Gylfi
Arnbjörnsson, has said limited strike action, a ban
on overtime and export bans are all measures
under consideration. Other trade unions can also
call for sympathy strike action.
Hlíf’s leader Kolbeinn Gunnarsson says
Icelandic workers should get a 32 per cent wage
increase between 2013 and 2018 according to the
collective agreement. Rio Tinto Alcan’s employees
have so far not been part of the collective
agreement for aluminium workers, but have had a
separate agreement with the company. Now, Hlíf
will demand a collective agreement with Rio Tinto
Alcan, to secure the employees the same wage
increases as Iceland’s two other aluminium
companies.
(http://www.nordiclabourjournal.org 8 February 2016)

Trade and Labour Standards:
Subject of Intense Debate
FOR several years the issue of trade and core labour
standards has been the subject of intense debate
among and within some World Trade Organization
member governments.
Currently, labour standards are not subject to
WTO rules and disciplines. But some WTO member
governments in Europe and North America believe
that the issue must be taken up by the WTO in
some form if public confidence in the WTO and
the global trading system is to be strengthened.
These member governments argue that the rights
such as: the freedom to bargain collectively,
freedom of association, elimination of
discrimination in the workplace and the elimination
workplace abuse (including forced labour and
certain types of child labour), are matters for
consideration in the WTO. Several member
governments have suggested that the issue be
brought into the WTO through the formation of a
working group to study the issue of trade and core
labour standards. Bringing the matter to the WTO,
these member governments believe, will provide
incentives for WTO member governments to
improve conditions for workers around the world.
This proposal is among the most controversial
currently before the WTO.
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Most developing countries and many
developed nations believe the issue of core labour
standards does not belong in the WTO. These
member governments see the issue of trade and
labour standards as a guise for protectionism in
developed-country markets. Developing-country
officials have said that efforts to bring labour
standards into the WTO represent a smokescreen
for undermining the comparative advantage of
lower-wage developing countries. Many officials
in developing countries argue that better working
conditions and improved labour rights arise
through economic growth. They say that if the issue
of core labour standards became enforceable under
WTO rules, any sanctions imposed against
countries with lower labour standards would
merely perpetuate poverty and delay
improvements in workplace standards.
The issue of trade and labour standards has
been with the WTO since its birth. At the
Ministerial Conference of the General Agreement
on Tariffs and Trade held in Marrakesh in April
1994 to sign the treaty that formed the WTO, nearly
all ministers expressed a point of view on the issue.
The Chairman of that conference concluded there
was no consensus among member governments at
the time, and thus no basis for agreement on the
issue.
At the first WTO Ministerial Conference in
Singapore in December 1996 the issue was taken
up and addressed in the Ministerial Declaration.
At Singapore, Ministers stated: ”We renew our
commitment to the observance of internationally
recognized core labour standards. The
International Labour Organization (ILO) is the
competent body to set and deal with these
standards, and we affirm our support for its
work in promoting them. We believe that
economic growth and development fostered by
increased trade and further trade liberalization
contribute to the promotion of these standards.
We reject the use of labour standards for
protectionist purposes, and agree that the
comparative advantage of countries, particularly
low-wage developing countries, must in no way
be put into question. In this regard, we note that
the WTO and ILO Secretariats will continue their
existing collaboration.” Since taking office in
September 1999, WTO Director-General Mike
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Moore, has met twice with ILO Director-General
Juan Somavia. Mr. Moore has said he looks
forward to co-operating with Mr. Somavia and
other officials from the ILO. He has also been
clear that the WTO will be guided by Ministers
on the issue of trade and core labour standards.
Existing collaboration between the WTO and the
ILO includes participation by the WTO in
meetings of ILO bodies, the exchange of
documentation and informal cooperation
between the ILO and WTO Secretariats.
Since the Singapore Ministerial Conference, the
ILO has taken two significant steps in addressing
the issue of workers’ rights. In 1998, ILO member
governments adopted the ILO Declaration on
Fundamental Principles and Rights at Work and
its Follow-up. Under this declaration, ILO member
governments endorsed some basic principles which
are included in the core ILO Conventions. (These
conventions are the fundamental workplace rights
including: freedom of association and recognition
of the right to collective bargaining; elimination of
all forms of forced labour; the effective abolition
of child labour and the elimination of discrimination
in hiring and employment practices.)
ILO Member Governments agreed to respect
and promote these Core Conventions even if
they have not ratified all of them. As a followup, the ILO will issue annual reports in which
ILO officials will obtain information from
governments which have not ratified all of the
conventions on any changes that may have taken
place in national laws or regulations and which
may impact these fundamental labour rights.
In 1999, ILO member governments agreed to
prohibit and eliminate the worst forms of child
labour. Member governments defined the worst
forms of child labour as all forms of slavery, child
prostitution and pornography, the use of children
to traffic in drugs and work which is likely to harm
the health, safety or morals of children.
ILO member governments said they
recognized that child labour is largely a function
of poverty and that the long-term solution to
elimination of exploitative and harmful child
labour is through sustained economic growth.
A recent World Bank study estimated that
less than 5 per cent of child workers in the
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developing world are involved in export related
activities.
(https://www.wto.org)

The Benefits of International
Labour Standards
T HE challenges of globalization have

made
international labour standards more relevant than
ever. What benefits do they provide today?
A Path to Decent Work
International labour standards are first and
foremost about the development of people as
human beings. In the ILO’s Declaration of
Philadelphia of 1944, the international community
recognized that “labour is not a commodity”.
Indeed, labour is not like an apple or a television
set, an inanimate product that can be negotiated
for the highest profit or the lowest price. Work is
part of everyone’s daily life and is crucial to a
person’s dignity, well-being and development as
a human being. Economic development should
include the creation of jobs and working conditions
in which people can work in freedom, safety and
dignity. In short, economic development is not
undertaken for its own sake but to improve the
lives of human beings; international labour
standards are there to ensure that it remains
focused on improving human life and dignity.
An International Legal Framework for Fair and
Stable Globalization
Achieving the goal of decent work in the
globalized economy requires action at the
international level. The world community is
responding to this challenge in part by developing
international legal instruments on trade, finance,
environment, human rights and labour. The ILO
contributes to this legal framework by elaborating
and promoting international labour standards
aimed at making sure that economic growth and
development go along with the creation of decent
work. The ILO’s unique tripartite structure ensures
that these standards are backed by governments,
employers, and workers alike. International labour
standards, therefore, lay down the basic minimum
social standards agreed upon by all players in the
global economy.
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A Level Playing Field
An international legal framework on social
standards ensures a level playing field in the global
economy. It helps governments and employers to
avoid the temptation of lowering labour standards
in the belief that this could give them a greater
comparative advantage in international trade. In
the long run such practices do not benefit anyone.
Lowering labour standards can encourage the
spread of low-wage, low-skill, and high-turnover
industries and prevent a country from developing
more stable high-skilled employment, while at the
same time making it more difficult for trading
partners to develop their economies upwards.
Because international labour standards are
minimum standards adopted by governments and
the social partners, it is in everyone’s interest to
see these rules applied across the board, so that
those who do not put them into practice do not
undermine the efforts of those who do.
A Means of Improving Economic Performance
International labour standards are sometimes
perceived as entailing significant costs and thus
hindering economic development. A growing body
of research indicates, however, that compliance
with international labour standards often
accompanies improvements in productivity and
economic performance. Higher wage and working
time standards and respect for equality can
translate into better and more satisfied workers
and lower turnover of staff. Investment in
vocational training can result in a better-trained
workforce and higher employment levels. Safety
standards can reduce costly accidents and health
care fees. Employment protection can encourage
workers to take risks and to innovate. Social
protection such as unemployment schemes and
active labour market policies can facilitate labour
market flexibility; they make economic
liberalization and privatization sustainable and
more acceptable to the public. Freedom of
association and collective bargaining can lead to
better labour-management consultation and
cooperation, thereby reducing the number of costly
labour conflicts and enhancing social stability.
The beneficial effects of labour standards do
not go unnoticed by foreign investors. Studies have
shown that in their criteria for choosing countries
FOCUS WTO, July-September 2016 (Vol. 18 No. 2)
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in which to invest, foreign investors rank
workforce quality and political and social stability
above low labour costs. At the same time, there is
little evidence that countries which do not respect
labour standards are more competitive in the
global economy.
A Safety Net in Times of Economic Crisis
Even fast-growing economies with high-skilled
workers can experience unforeseen economic
downturns. The Asian financial crisis of 1997
showed how decades of economic growth could
be undone by dramatic currency devaluations and
falling market prices. Unemployment doubled in
many of the countries affected. The disastrous
effects of the crisis on workers were compounded
by the fact that in many of these countries social
protection systems (notably unemployment and
health insurance), active labour market policies and
social dialogue were seriously wanting. After
examining the social impact of the crisis, an ILO
study concluded that strengthening social dialogue,
freedom of association, and social protection
systems in the region would provide better
safeguards against such economic downturns.
A Strategy for Reducing Poverty
Economic development has always depended
on the acceptance of rules. Legislation and
functioning legal institutions ensure property
rights, the enforcement of contracts, respect for
procedure, and protection from crime - all legal
elements of good governance without which no
economy can operate. A market governed by a fair
set of rules and institutions is more efficient and
brings benefit to everyone. The labour market is
no different. Fair labour practices set out in
international labour standards and applied through
a national legal system ensure an efficient and stable
labour market for workers and employers alike.
Of course, in many developing and transition
economies a large part of the workforce is active
in the informal economy. Moreover, such countries
often lack the capacity to provide effective social
justice. Yet international labour standards can be
effective tools in these situations as well. Most
standards apply to all workers, not just those
working under formal work arrangements; some
standards, such as those dealing with home
FOCUS WTO, July-September 2016 (Vol. 18 No. 2)

workers, migrant and rural workers, and
indigenous and tribal peoples, actually deal
specifically with areas of the informal economy.
The extension of freedom of association, social
protection, occupational safety and health,
vocational training, and other measures required
by international labour standards have proved to
be effective strategies in reducing poverty and
bringing workers into the formal economy.
Furthermore, international labour standards call
for the creation of institutions and mechanisms
which can enforce labour rights. In combination
with a set of defined rights and rules, functioning
legal institutions can help formalize the economy
and create a climate of trust and order which is
essential for economic growth and development.
The Sum of International Experience and
Knowledge
International labour standards are the result
of discussions among governments, employers and
workers, in consultation with experts from around
the world. They represent the international
consensus on how a particular labour problem
could be tackled at the global level and reflect
knowledge and experience from all corners of the
world. Governments, employers’ and workers’
organizations, international institutions,
multinational companies and non-governmental
organizations can benefit from this knowledge by
incorporating the standards in their policies,
operational objectives and day-to-day action. The
standards’ legal character allows them to be used
in the legal system and administration at the
national level, and as part of the corpus of
international law which can bring about greater
integration of the international community.
(http://www.ilo.org)

Free Trade Agreement: Labour
MP Kelvin Thomson Urges Party
to Oppose Current China Deal
A senior federal Labour MP is urging his party to

oppose the multi-billion-dollar free trade deal with
China if it cannot be amended. The Opposition has
been pushing to renegotiate parts of the deal to
increase “safeguards” for workers and Australian
jobs. Victorian Labour MP Kelvin Thomson is the
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deputy chairman of Parliament’s Treaties
Committee, which has been holding public
hearings around the country about the pact.
“Labour should not support this agreement as it
stands,” he said. “We’ve indicated we’ll be
fighting in the Parliament to retain labour market
testing so employers need to show why they
can’t find suitable workers before they turn to
temporary, easily exploited migrant workers.
“And we’ll fight to reinstate the safeguards the
Government wants to tear up under the cover
of this agreement.”
Mr. Thomson questioned the benefit of
successive free trade agreements and said
manufacturing, in particular, had suffered as a
result. “It’s in fact made the Australian economy
narrower and more vulnerable,” he said. “We have
in Australia higher unemployment — the highest
unemployment in 20 years — we’ve got an
increasing gap between rich and poor and an
increasing budget deficit.”
Comments at Odds with Trade Spokeswoman
Mr. Thomson’s comments appear to be at odds
with Labour’s trade spokeswoman Penny Wong,
who said, “we are up for a trade agreement with
China”.
“We are willing to find a way through to
address the safeguards issues — the issues we have
concerns about and the community has concerns
about,” she told the Press. “I think Australians are
up for a more open economy, they are up for trade
liberalization because it’s about more jobs and
better jobs for Australians.” The two parties have
been locked in an ideological brawl over the
agreement with Trade Minister Andrew Robb
warning any move to obstruct or oppose it would
amount to “economic sabotage”. “I can’t believe
that at the end of the day that the Opposition
would oppose a deal with China that gives
preferential access to the biggest market in the
world, provide enormous diversification, a deal
that will drive significant important investment,”
Mr. Robb told the media. “I think there are enough
people within the Opposition who will prevail, and
that’s my hope. Certainly the Government will
push with all my strength to ensure that the
message gets through.”
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Mr. Robb wants the relevant legislation passed
by December to allow the deal to take effect from
January.
(http://www.abc.net.au 27 August 2015)

Labour Standards: Consensus,
Coherence and Controversy
LABOUR standards are those that are applied to

the way workers are treated. The term covers a
wide range of things: from use of child labour and
forced labour, to the right to organize trade unions
and to strike, minimum wages, health and safety
conditions, and working hours.
Consensus on Core Standards, Work Deferred
to the ILO
There is a clear consensus: all WTO member
governments are committed to a narrower set of
internationally recognized “core” standards —
freedom of association, no forced labour, no child
labour, and no discrimination at work (including
gender discrimination).
At the 1996 Singapore Ministerial Conference,
members defined the WTO’s role on this issue,
identifying the International Labour Organization
(ILO) as the competent body to negotiate labour
standards. There is no work on this subject in the
WTO’s Councils and Committees. However, the
secretariats of the two organizations work
together on technical issues under the banner of
“coherence” in global economic policy-making.
However, beyond that it is not easy for them
to agree, and the question of international
enforcement is a minefield.
Why was this Brought to the WTO? What is the
Debate About?
Four broad questions have been raised inside
and outside the WTO.
The analytical question: if a country has lower
standards for labour rights, do its exports gain an
unfair advantage? Would this force all countries
to lower their standards (the “race to the bottom”)?
The response question: if there is a “race to the
bottom”, should countries only trade with those
that have similar labour standards?

FOCUS WTO, July-September 2016 (Vol. 18 No. 2)

News/Articles

The question of rules: Should WTO rules explicitly
allow governments to take trade action as a means
of putting pressure on other countries to comply?
The institutional question: is the WTO the proper
place to discuss and set rules on labour — or to
enforce them, including those of the ILO?
In addition, all these points have an underlying
question: whether trade actions could be used to
impose labour standards, or whether this would
simply be an excuse for protectionism. Similar
questions are asked about standards, i.e. sanitary
and phytosanitary measures, and technical barriers
to trade.
The WTO Agreements Do Not Deal with
Labour Standards As Such
On the one hand, some countries would like to
change this. WTO rules and disciplines, they argue,
would provide a powerful incentive for member
nations to improve workplace conditions and
“international coherence” (the phrase used to
describe efforts to ensure policies move in the same
direction).
On the other hand, many developing countries
believe the issue has no place in the WTO
framework. They argue that the campaign to bring
labour issues into the WTO is actually a bid by
industrial nations to undermine the comparative
advantage of lower wage trading partners, and
could undermine their ability to raise standards
through economic development, particularly if it
hampers their ability to trade. They also argue that
proposed standards can be too high for them to
meet at their level of development. These nations
argue that efforts to bring labour standards into
the arena of multilateral trade negotiations are little
more than a smokescreen for protectionism.
At a more complex legal level is the question
of the relationship between the International
Labour Organization’s standards and the WTO
agreements — for example whether or how the
ILO’s standards can be applied in a way that is
consistent with WTO rules.
What has Happened in the WTO?
In the WTO, the debate has been hard-fought,
particularly in 1996 and 1999. It was at the 1996
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Singapore conference that members agreed they
were committed to recognized core labour
standards, but these should not be used for
protectionism. The economic advantage of lowwage countries should not be questioned, but the
WTO and ILO secretariats would continue their
existing collaboration, the declaration said. The
concluding remarks of the chairman, Singapore’s
trade and industry minister, Mr. Yeo Cheow Tong,
added that the declaration does not put labour on
the WTO’s agenda. The countries concerned might
continue their pressure for more work to be done
in the WTO, but for the time being there are no
committees or working parties dealing with the
issue.
The issue was also raised at the Seattle
Ministerial Conference in 1999, but with no
agreement reached. The 2001 Doha Ministerial
Conference reaffirmed the Singapore declaration
on labour without any specific discussion.
This issue was also indirectly mentioned in the
Appellate Body Report (see para. 182) on the
dispute initiated by India against the European
Communities concerning the conditions for
granting of tariff preferences to developing
countries.
(https://www.wto.org)

ARTICLES
Electronics brands and factories must
commit to improve labour standards
By Gale Raj-Reichert, New Internatinalist
The global electronics industry is one of the largest
industrial sectors in the world economy. It makes up
close to one-quarter of globally traded manufactured
products and is estimated to generate more revenue and
employ more workers than any other manufacturing
sector. A key feature of the industry is its extensive use
of outsourcing by brand firms such as Apple to suppliers,
such as Foxconn.
The outsourcing of manufacturing of thousands of
parts and components, and the assembly of electronic
products, has created vast and complex global supply
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chains. Many of the largest factories in the electronics
industry global supply chain are located in developing
countries. Today, China is the world’s largest
manufacturer and exporter of electronic products.
Due to extreme price competition amongst suppliers
and demanding production cycles, poor working
conditions and violations of labour standards and
regulations are systemic throughout the global supply
chain. They include low wages, overuse of temporary
workers, forced labour, excessive working hours, gender
discrimination, health and safety risks including chemical
poisonings and deaths, and weak or suppressed trade
unions and collective bargaining.
These conditions prevent the realisation of decent
work in the industry.
Regulation and governance over labour conditions –
particularly in factories in developing countries – are often
not implemented, effective or sustainable. Developing
country governments either lack the resources and
capabilities – or political will – to enforce labour
regulations amongst firms. This is particularly the case
when governments see foreign investments and the
participation of suppliers in global supply chains as drivers
of economic growth through employment and
export earnings.
Private and industry standards such as the Electronics
Industry Code of Conduct (EICC), adopted by brands
such as Dell, Hewlett-Packard, and Apple and their largest
suppliers, are normally not implemented, enforced or
monitored. They are also inadequate in identifying labour
violations. For example, industry audits of electronic firms
in Malaysia failed to expose or help eliminate forced labour
in the industry for many years.
While a lot of campaigns to improve working
conditions in the electronics industry global supply chain
have focused on brands, another group of firms – large,
multinational contract manufacturers – have gained more
relevance in recent years.
According to the European Commission, big brands
outsource up to 80 per cent of their production to the
top five contract manufacturers, which are Flex (formerly
called Flextronics), Jabil Circuit, Foxconn, Celestica, and
Sanmina-SCI. These contract manufacturers are some
of the largest firms in the industry. They have very large
factories and employ more workers in developing
countries, where the majority of labour violations occur,
than other firms in the industry. Thus, when it comes to
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labour violations and poor working conditions contract
manufacturers, which own, run, and manage these
factories, cannot be ignored.
Contract manufacturers have also gained relatively
more power in global supply chains in recent years. This
is due to their taking over of a greater portion of supply
chain management responsibilities from brands. Because
brands have passed on many of their suppliers to contract
manufacturers, the latter group of firms now have their
own supply chains larger than those of the brands.
Contract manufacturers have over the years also gained
capabilities in design and innovation and have become
important partners for brands.
These changes raise the question of whether the
increasing importance of contract manufacturers in their
business relationships with brands is matched by an
increasing responsibility over labour violations and
working conditions in the industry. With increasing
pressure and the creation of risk and obligation on contract
manufacturers to eliminate labour violations, these firms
have the opportunity to use their bargaining power with
brands for better working conditions. This includes
crucial negotiations on price and production deadlines
and quantity.
In short, the responsibility to improve working
conditions must be shared equally between brands and
contract manufacturers.
Critically, these changes will require targeted pressure
by civil society and trade unions as well as governments
on contract manufacturers, who occupy a central link in
the global supply chain, (in addition to brands) to improve
working conditions in their own factories and amongst
their suppliers. This will also require understanding the
changing relationships between brands and contract
manufacturers in the industry.
Contract manufacturers in recent years have come
under increasing public pressure over dire labour
violations that include forced labour and worker suicides.
This has resulted in increased resources and staffing of
corporate social responsibility departments amongst
contract manufacturers to implement the EICC and other
voluntary initiatives.
Voluntary initiatives, however, have thus far proved
far from sufficient. Therefore, civil society campaigns
have escalated calls for regulatory steps to be taken by
governments and public purchasers in the Global North.
The California Transparency in Supply Chains Act and
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the UK Modern Slavery Act are important steps in this
direction. So too are initiatives like Electronics Watch
which combine the purchasing power of public
organisations in the Global North to demand improved
labour conditions throughout the electronics sector and
particularly in developing countries. In doing so, these
demands can provide meaningful implementation of the
social responsibility aspects of the European Union
Directive on Public Procurement.
There is also a new generation of labour standards
in free trade agreements set by the United States and
European Union to be implemented by developing country
governments. These include the forthcoming TransPacific Partnership also includes labour standards for
Malaysia, Vietnam, and Brunei, and the European UnionVietnam Free Trade Agreement.
It is to be seen whether these new standards in public
procurement legislation and trade agreements result in
actual improvements in working conditions and worker
rights in developing countries.
(https://newint.org/blog/2016/11/07)

Canada’s Gateway to Pacific Trade Faces
Labour Shortages by Albert Van Santvoort,
12 July 2016.

S IGNING on to the Trans Pacific Partnership
doesn’t mean Canada is ready or capable of
delivering goods to foreign markets. According
to a report from the Asia Pacific Gateway Skills
Table (APGST), the transportation industry in
western provinces will face hiring problems with
workers either retiring, moving out of province
or leaving industries involved with international
trade. The report anticipates transportation
industry growth in the western provinces to be
over 36,000 workers. According to APGST, more
than half of these new workers will be newly
trained or new to the workforce.
B.C. is to face the largest amount of industry
retirement with the loss of 27 per cent of its
transportation workforce. The province is expected
to have the heaviest reliance on foreign workers
to manage its labour supply growth. B.C. is the
only province that can expect a steady yearly supply
of employees from other provinces. While Alberta
will receive more out-of-province workers, the
FOCUS WTO, July-September 2016 (Vol. 18 No. 2)

inflow will not be as steady or distributed across
trade-industry sectors. The industry also expects
to gain employees from other industries. Workers
changing occupations or returning to the labour
force are expected to make up 20 per cent of the
labour supply. Over time this will become a larger
source of labour supply.
Air pilots, flight engineers and flying
instructors is the sector that will see the most
growth assumed by foreign workers, at 56 per
cent. Pacific trade has been a topic of national
discussion as 12 countries set out to sign the
world’s largest trade agreement incorporating 40
per cent of the world’s economy. APGST is a notfor-profit partnership between businesses, labour
and training institutions aimed at addressing
labour shortages in western provinces among
industries involved with international trade.
(https://www.biv.com)

Colombia Not Enforcing US Trade Deal
Labour Standards: Unions
by David Lawder, Reuters, 17 May 2016.

C OLOMBIA

has failed to enforce worker
protections in a free trade agreement with the
United States, US and Colombian labour unions
said, raising questions about similar provisions in
the massive Trans-Pacific Partnership trade deal.
In a complaint filed with a division of the US
Labour Department, the unions said threats and
acts of violence against trade unionists in Colombia
were neither properly investigated nor prosecuted.
The AFL-CIO and four Colombian unions said in
the complaint that since the US-Colombian trade
deal took effect in 2011, some 99 Colombian
workers and worker advocates were killed as they
tried to exercise their rights. Six workers were
kidnapped, and 955 death threats were received,
the complaint said.
The unions, including those representing many
of Colombia’s oil workers and farm workers, also
said the Colombian government ignored
protections for workers who want to unionize and
allowed the rampant use of subcontractors in
violation of union contracts. The complaint said
the oil and sugar sectors were among the
businesses where workers remain oppressed.”The
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failure to enforce fundamental labour rights
artificially distorts the cost of labour in the oil sector
because Colombian companies face different
conditions of competition than they would face
were the laws effectively enforced,” the unions said
in the complaint filed with the Labour
Department’s Office of Trade and Labour Affairs.
The free trade deal was to guarantee Colombian
workers the right to freely unionize and
collectively bargain with employers. The TransPacific Partnership trade deal has similar provisions
but also requires all 12 members, which include
Vietnam, Malaysia, Mexico and Peru, to establish
minimum wages, working hours and occupational
safety requirements.
AFL-CIO President Richard Trumka called the
TPP labour provisions negotiated last year a “near
carbon copy” of those in the Colombian trade deal
and said they, too, would probably fail, driving
down wages and standards in the United States.
“Four years after the US-Colombia trade deal took
effect, anti-union blacklists persist, 99 more worker
advocates have been assassinated and employers
continue to create obstacles to workers’ right to
unionize,” Mr. Trumka said in a statement. He said
the US Congress should reject the TPP and “not
rely on empty promises that Mexico, Malaysia and
Vietnam will eventually protect working people.”
US Trade Representative Michael Froman
declined to comment on the specific complaint by
the unions. However, he told while Colombia has
made progress on enforcing labour standards,
“there still is certainly work to be done.” However,
Mr. Froman added that the TPP has stronger
protections than the Colombia deal, including
minimum wage and safe workplace requirements,
as well as specific action plans for Vietnam,
Malaysia and Brunei that are part of the trade deal
itself.
“I think with TPP we’ve gone further than any
previous trade agreement,” Mr. Froman said.
(http://www.reuters.com/)

Trade, Labour, and Politics
by Paul Krugman, The New Yark Times,
28 March 2016.

THERE are a lot of things about the 2016 election

that nobody saw coming, and one of them is that
international trade policy is likely to be a major
issue in the presidential campaign. What’s more,
the positions of the parties will be the reverse of
what you might have expected: Republicans, who
claim to stand for free markets, are likely to
nominate a crude protectionist, leaving Democrats,
with their skepticism about untrammeled markets,
as the de facto defenders of relatively open trade.
But this isn’t as peculiar a development as it
seems. Rhetorical claims aside, Republicans have
long tended in practice to be more protectionist
than Democrats. And there’s a reason for that
difference. It’s true that globalization puts
downward pressure on the wages of many workers
— but progressives can offer a variety of responses
to that pressure, whereas on the right,
protectionism is all they’ve got.
When I say that Republicans have been more
protectionist than Democrats, I’m not talking about
the distant past, about the high-tariff policies of
the Gilded Age; I’m talking about modern
Republican presidents, like Ronald Reagan and
George W. Bush. Mr. Reagan, after all, imposed
an import quota on automobiles that ended up
costing consumers billions of dollars. And Mr.
Bush imposed tariffs on steel that were in clear
violation of international agreements, only to back
down after the European Union threatened to
impose retaliatory sanctions.
Actually, the latter episode should be an object
lesson for anyone talking tough about trade. The
Bush administration suffered from a bad case of
superpower delusion, a belief that America could
dictate events throughout the world. The falseness
of that belief was most spectacularly demonstrated
by the debacle in Iraq. But the reckoning came even
sooner on trade, an area where other players,
Europe in particular, have just as much power as
we do.
Nor is the threat of retaliation the only factor
that should deter any hard protectionist turn.
There’s also the collateral damage such a turn
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would inflict on poor countries. It’s probably bad
politics to talk right now about what a trade war
would do to, say, Bangladesh. But any responsible
future president would have to think hard about
such matters.

stronger social safety net than we do. In America,
we’re constantly told that global competition means
that we can’t even afford even the safety net we
have; strange to say, other rich countries don’t
seem to have that problem.

Then again, we might be talking about
President Trump.

What all this means, as I said, is that the
Democratic nominee won’t have to engage in
saber-rattling over trade. She (yes, it’s still
overwhelmingly likely to be Hillary Clinton) will,
rightly, express skepticism about future trade deals,
but she will be able to address the problems of
working families without engaging in irresponsible
trash talk about the world trade system. The
Republican nominee won’t.

But back to the broader issue of how to help
workers pressured by the global economy.
Serious economic analysis has never supported
the Panglossian view of trade as win-win for
everyone that is popular in elite circles: growing
trade can indeed hurt many people, and for the
past few decades globalization has probably been,
on net, a depressing force for the majority of US
workers.
But protectionism isn’t the only way to fight
that downward pressure. In fact, many of the bad
things we associate with globalization in America
were political choices, not necessary consequences
— and they didn’t happen in other advanced
countries, even though those countries faced the
same global forces we did.
Consider, for example, the case of Denmark,
which Bernie Sanders famously held up as a role
model. As a member of the European Union,
Denmark is subject to the same global trade
agreements as we are — and while it doesn’t have
a free-trade agreement with Mexico, there are
plenty of low-wage workers in eastern and
southern Europe. Yet Denmark has much lower
inequality than we do. Why?
Part of the answer is that workers in Denmark,
two-thirds of whom are unionized, still have a lot
of bargaining power. If US corporations were able
to use the threat of imports to smash unions, it
was only because our political environment
supported union-busting. Even Canada, right next
door, has seen nothing like the union collapse that
took place here.
Every weekday, get thought-provoking
commentary from Op-Ed columnists, The Times
editorial board and contributing writers from
around the world.
And the rest of the answer is that Denmark
(and, to a lesser extent, Canada) has a much
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And there’s a lesson here that goes beyond
this election. If you’re generally a supporter of
open world markets — which you should be,
mainly because market access is so important
to poor countries — you need to know that
whatever they may say, politicians who espouse
rigid free-market ideology are not on your
side.
(http://www.nytimes.com/)

Finnish Trade Unions Conditionally
Approve Labor Reform Deal
by Jussi Rosendahl and Tuomas Forsell,
Reuters, 7 March 2016.

F INLAND’S

largest trade unions’ central
organization SAK conditionally approved a labour
reform deal aimed at boosting export
competitiveness in the recession-hit country, saying
the government must sweeten the deal with tax
reductions. The deal, expected to yield 35,000 new
jobs, now covers about 80 per cent of Finnish
employees and would mean that the country could
avert a year of strikes and tough wage rounds.
The agreement follows a year of on-off negotiations
and it is due to replace a tougher government plan
to cut worker benefits that triggered strikes and
protests last year.
“We have approved the deal... But we have
conditions, we require the government to cancel
additional spending cuts and carry out tax
reductions,” SAK chairman Lauri Lyly told
reporters. The agreement will lengthen annual
working hours, lower holiday bonuses, freeze
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wages, lift pension contributions for workers and
lower them for employers, and gradually shift
away from centralized wage-setting towards
export-sector-driven, more company-level labour
deals. The reform is part of the center-right
government’s campaign to cut spending by 10
billion euros ($11 billion) by 2030 with measures
that also encompass health care and local
government reforms.
High unit costs and rigid labour markets have
been seen as a major obstacle for spurring growth
in the country which has also been pressured by a
decline in Nokia’s former handset business,
recession in neighbouring Russia as well as a fastageing population. The government and business
representatives have approved the deal, although
it is less ambitious than measures that Prime
Minister Juha Sipila initially called for. Ms. Sipila
said that depending on how the proposed deal is
implemented, the government will cancel
additional cuts and may also implement income tax
reductions of 1 billion euros. ($1 = 0.9127 euros).
(http://www.reuters.com/)

Montenegro Trade Unions Fight Amcham
Pressure Over Labour Standards by Tanja
Milevska, 27 May 2015.

TRADE unions in Montenegro have stepped up
efforts against government proposals to loosen
legislation on labour contracts, under heavy
lobbying from local business leaders and the US
Chamber of Commerce (also known as AmCham).

in Montenegro. On 25 March, the daily
Montenegrin Dan summed up the employers’ main
demands as remove article 25 of the labour code,
which guarantees permanent contracts to workers.
Employers and AmCham also want to “limit to
three years” the possibility for workers,
guaranteed by law, to “reclaim unpaid dues” from
labour. Other countries in the region, such as Serbia,
have already imposed a similar time limit when it
comes to claiming unpaid wages, whereas the
existing Montenegrin labour law is much more
favourable to workers’ rights.
Employers also suggested that “general
collective agreements” be abolished, Dan wrote.
Srdja Kekovic, the Secretary General of the
Union of Free Trade Unions (UFTUM), told the
paper that since 2011, “employers, and especially
foreign investors led by the American Chamber of
Commerce, have been campaigning and trying to
present the Labour Law as a barrier to business”
and asking to negotiate with each employees
“behind closed doors.”
The proposed changes are “unsustainable” both
under domestic and international law, he said.
Lidija Pejovic from the Montenegrin trade union’s
women’s section called on the Montenegrin
authorities to focus on abusive employers instead
of undermining labour standards. "Some
employers force their employees to sign blank
working contracts, without an agreement on
contract termination, so that they can get rid of
employees more easily," she said.

The new labour minister, Zorica Kovacevic,
promised to include all stakeholders in the
consultation to “complete the text” and said “there
is no need to hurry since the final deadline for its
adoption is 2017.”

FDIs and Labour Standards

However, trade unions, which have intensified
their campaign since March, see no need to amend
a legislation already modified in 2011. The changes
were requested by AmCham and five other
employers’ organizations, Montenegrin media
reported. They received the support of the
Montenegrin Prime Minister, Milo Djukanovic,
after a meeting early March with the American
lobby group aimed at discussing ways to “improve
business climate” and “remove business barriers”

Despite its tiny size and population of 621,000
people, coastal Montenegro is an attractive
destination for foreign investors in sectors such as
tourism, energy and agriculture, Ivana Jovovic,
from AmCham Montenegro, told reporters. There
are currently 40 US companies working in
Montenegro, 28 of which are members of the
Chamber. Despite several written requests, the
Montenegrin US Chamber of Commerce did not
comment for this article.
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Foreign direct investment (FDI) is the core
argument for employers’ organizations and the
government to justify the amendments to the labour
legislation in Montenegro.
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Asked to comment on the influence of FDIs on
labour standards in Montenegro, Graziosi wrote
that “given their weight in the gross domestic
product of the Western Balkan countries, foreign
investors inevitably had an important influence in
the labour market and labour law reform processes
undertaken in recent years. “Whether this influence
has actually undermined workers’ rights, this may
be of course a matter of different opinions among
the social partners and the constituents involved,”
he wrote.
However, it is important to note that in
Montenegro, as in other Western Balkans countries,
labour legislation has been going through a process
of “liberalization” in order to make the labour
market more flexible, Graziosi stressed. “Labour
law reforms undertaken in most Western Balkan
countries in recent years have often included more
stringent criteria to engage into collective
bargaining” as well as “simplification of firing
procedures,” Graziosi added.
AmCham’s Influence
AmCham’s influence on labour standards has
often been denounced, especially in emerging
economies. Similar complaints to those of the
Montenegrin trade unions have been raised by
labour experts in Georgia. Although the reformed
labour code of that former Soviet country brought
significant improvement for workers, a number of
areas were not adequately regulated, such as the
terms of labour contract, employment termination
or working hours.
Concerns were raised at the time about the
impact of the American Chamber of Commerce’s
lobbying in the final version of the law. Back then,
the Chamber was also accused by an American
think-tank, Campaign for America’s Future, of
having dire influence over labour standards
worldwide. AmCham’s practices have also been
denounced by the International Trade Union
Confederation (ITUC) in a briefing paper.
The US lobby group was openly accused of
“defending child labour” in Uzbekistan, lobbying
against worker protection in free trade agreements
between the US and third countries and promoting
environmental destruction, including support for
fracking. The Chamber is believed to have spent
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some US$75 million for lobbying activity in 2013,
according to figures from the Centre for
Responsive Politics. In its list of priorities for 2015
on labour, AmCham stated that it will “oppose
efforts to increase the minimum wage and to index
the minimum wage to inflation.” It will also
“oppose efforts to mandate paid sick leave” and
will “advocate pro-employer provisions in priority
international labour.”The Chamber’s long list of
priorities regarding environment and the energy
sector are also cause for concern, especially in the
US. The document states that the Chamber will
“oppose congressional and administrative actions
that would undermine or restrict hydraulic
fracturing and its ability to develop the enormous
shale oil and natural gas reserves across the
country.” Montenegro’s trade unions, which only
recently became members of the European Trade
Union Confederation, have announced that they
will use all the expertise of their European
counterparts to stop the new labour law.” If the
American Chamber of Commerce has to decide
whether someone will be hired on a permanent
basis or whether their past employment will be
valued, what is then the purpose of our public
services at all?” Predrag Raznjatovic, of UFTUM,
asked.
(http://www.equaltimes.org)

Govt’s Labour Reforms Remove Shield
For Workers: ILO by Somesh Jha,
Business Standard,17 June 2015.

THE International Labour Organization (ILO) has

flayed some of the recent labour reforms proposed
by the government, saying these would take away
a chunk of workers from the protection of basic
laws.
As the trade unions’ confrontation with the
government is set to escalate, the ILO is helping
them prepare a position paper on the recent labour
law reforms, industrial relations and industry
development. “For some time now, a concerted
campaign by the government was on to create an
impression that nearly 40 central and nearly 150
state labour laws were redundant. The labour
reforms, trade unions have voiced, are aimed at
making hiring and firing simpler and they are not
devised to protect labour,” said a draft concept
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note sent by the ILO to the central trade union
leaders recently. The ILO has invited various
central trade unions leaders to its Delhi office to
present the final inputs of the position papers,
incorporating their views. This would be followed
by a national-level trade union conference on 2930 June in Delhi where these position papers would
be discussed in detail. The conference would be
organized by the Bureau of Workers’ Activities of
the ILO, along with the Centre for Informal Sector
and Labour Studies of the Jawaharlal Nehru
University, Delhi. ”The conference will discuss the
trade union position papers on labour law reforms,
industrial relations and industry development. The
papers will be finalized, which will serve as a
reference toolkit for the trade unions’ future
actions,” said the invitation letter extended to five
leaders of each trade unions, including the
Bharatiya Mazdoor Sangh, the Indian National
Trade Union Congress, and the Centre of Indian
Trade Unions.
The ILO said instead of taking into account
unions’ recommendations to simplify the laws, a
separate law for small-scale industries was
proposed, exempting factories with 40 workers
from the ambit of 14 labour laws. “This, in effect,
has taken away a large chunk of workers from the
protection of basic labour laws,” said a draft concept
note for the national trade union conference sent
by the ILO.
This is the first time the ILO has hit out at the
Union Government and highlighted the trade
unions’ concerns after a slew of labour law reforms
were proposed. “Unions feel that they have not
been sufficiently consulted on the process... The
strong statements issued by all trade unions
indicate there is not an iota of doubt in their minds
about what these reforms are all about and who
stood to gain from them,” the draft note said. “Most
of the new laws announced are not in favour of
workers or unions.”
In the last two months, the ILO has organized
regional seminars with the unions as well,
discussing the issues of the labour law reforms and
understanding their perspective on the reforms.
On 31 March - 2 April, a conference organized in
Chennai was attended by 36 senior trade union
leaders and on 4-6 May the regional meeting was
attended by 24 union leaders.
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Recently, the Union labour ministry had
proposed a slew of labour law changes, including
allowing more flexibility to employers to retrench
workers, restricting formation of trade unions and
tightening norms for declaring a strike. The trade
unions have unanimously opposed these proposals.
(http://www.business-standard.com)

EU Sets Out Green, Labour Standards
Wanted in US Trade Deal
by Philip Blenkinsop,
Reuters, 6 November 2015.

THE European Commission set out its demand
that the fights against illegal logging and child
labour be written into a future EU-US free trade
deal, part of a broader bid to win over a skeptical
public. The text on sustainable development will
be a distinct chapter in the planned Transatlantic
Trade and Investment Partnership (TTIP) to ensure
high standards in each partner and cooperation to
address such issues. European Trade Commissioner Cecilia Malmstrom told a news conference
that the text would entail the most comprehensive
commitment to labour rights and environmental
protection ever contained in a trade agreement.
“It aims to make sure we reap the economic
benefits of trade and the global supply chains, but
we are also taking responsibility for their broader
impact,” she said. “It also rules out a race to the
bottom.” The Commission, which negotiates trade
deals on behalf of the 28 EU members, is seeking
increased cooperation to fight illegal logging,
fishing and trade in endangered wildlife and
promoting trade in green goods and technologies.
It also wants to promote protection of International
Labour Organization standards, such as the right
to collective bargaining or to strike, as well as
seeking to end forced or child labour. Malmstrom
pointed, as an example, to cooperation that had
already taken place to promote improved labour
standards in Bangladesh after the collapse of the
Rana Plaza factory complex in 2013, which killed
more than 1,000 garment workers. Environmental
group Friends of the Earth said the document was
full of vaguely worded language that provided no
safeguards for the environment.
“The only chapter that could bring strong
language to protect essential regulations to build
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a sustainable future is weak and unenforceable,”
it said. The TTIP text, submitted to the United
States, is part of a broader revamp of trade policy
launched last month and designed to connect more
with environmental and consumer groups, which
have been particularly skeptical or hostile towards
the partnership.
(http://www.reuters.com/)

Pacific Trade Pact Tackles Malaysia
Trafficking, Vietnam Labor
by Krista Hughes, Martin Petty and
Trinna Leong, Reuters, 5 November 2015.

MALAYSIA will have to fully implement measures
to combat human trafficking and Vietnam must
allow independent labour unions before reaping
the benefits of a new Pacific trade deal.

The Trans-Pacific Partnership (TPP) will require
countries to legislate for minimum wages and
hours of work, discourage trade in goods made
by forced labour and maintain labour protections
in designated export zones as a condition of
membership. The pact, which will open new
markets for Malaysian electronics companies and
Vietnamese clothing firms, imposes additional
obligations on those two countries and Brunei on
workers’ rights. Bilateral agreements with the
United States lay out specific conditions for each
country, including affected domestic laws and a
mechanism to police implementation for 7 to 10
years. Being tied to entry into force means we have
the ability to certify whether or not a country has
met those standards so it gives us significant
leverage,” US Trade Representative Michael
Froman said.
In Malaysia, required reforms will make it clear
that it is illegal for employers to hold workers’
passports, ensure employment levies are paid by
employers and not workers, extend protections
against excessive recruitment fees to all
recruitment agencies and employers, and stop
agencies which violate labour laws from bringing
in new overseas workers. Earlier this year,
Malaysian authorities discovered dozens of
suspected mass migrant graves and human rights
groups reported continued forced labour in the
nation’s lucrative palm oil, construction and
electronics industries. Malaysia must fully
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implement reforms to allow victims of human
trafficking to travel, work and live outside
government shelters and remove long-standing
restrictions on unions and strikes, the summary of
the text showed. The country’s record came into
focus earlier this year after Washington upgraded
Malaysia in its annual trafficking scorecard,
sidestepping a law which would have barred the
TPP from a fast track through Congress.
Lawmakers demanded an investigation after
a Reuters examination found the US State
Department office set up to independently rate
countries’ efforts was repeatedly overruled by
senior US diplomats. Vietnam, which has been
targeted by critics concerned that low wages and
weak worker protections will entice US
manufacturers, will have to allow workers to form
their own autonomous unions. Other reforms will
increase penalties against forced labour and protect
against discrimination. The labour chapter requires
all TPP countries to grant workers the right to form
unions and bargain collectively and ban forced and
child labour and discrimination in employment, as
well as new commitments to legislate working
conditions. Breaches can be punished by trade
sanctions. But the deal stops short of setting a floor
for minimum wages or ceilings on working hours.
The US federal minimum wage is $7.25 per hour.
Minimum wages in Vietnam in 2014 ranged from
$85 to $121 per month.
(http://www.reuters.com/)

US Reviews Thailand’s Trade Benefits
after Labour Complaint by Krista Hughes,
Reuters, 25 November 2015.

T HE

United States will review Thailand’s
eligibility for trade benefits after complaints the
country is not properly protecting workers’
rights, the US Trade Representative told
reporters. US umbrella union group AFL-CIO
said Thailand had breached standards under the
Generalized System of Preferences (GSP), which
allows duty-free access for some imports, on a
range of issues including acceptable conditions
of work and forced labour.
USTR said in a statement it would hold a
hearing in January on Thailand, and continue its
work on GSP reviews of Fiji, Georgia, Iraq,
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Niger, Uzbekistan and Ecuador. Thailand
exported $27.1 billion in goods to the United
States in 2014, mainly machinery and electrical
machinery. USTR closed a review of the
Philippines after the country made progress in
protecting workers’ rights.
(http://www.reuters.com/)

In Federal Labour Disputes, McDonald’s
Just Became the Boss of Its Franchise
Workers by Josh Eidelson, 30 July 2014.

THE

fast-food business model just suffered a
blow. The top prosecutor for the federal labour
board has rejected McDonald’s claim that it’s
not the boss of the workers in its franchised
stores.
Within the past 21 months—the period in which
strikes by fast-food workers went from unheardof to increasingly common—union-backed
McDonald’s workers have brought 181 charges
before the National Labour Relations Board. The
NLRB general counsel’s office announced it had
found dozens of allegations with enough merit to
pursue. And, more important, the general counsel
directed NLRB officials to treat McDonald’s as a
defendant alongside the franchisees running the
stores. Giving McDonald’s shared responsibility
for how franchisees treat workers could force
corporate headquarters to get involved more
closely with everything from potential unionization
to wages.
Micah Wissinger, an attorney who represents
McDonald’s workers in New York City, ticked
off the reasons why the company should share
responsibility with franchisees in the NLRB cases.
McDonald’s uses “computer systems that
measure and track every aspect of the store’s
operations,” he said. McDonald’s, of course, will
vigorously contest such a conclusion. The NLRB
action, the company said in a statement,
threatens to “change the rules for thousands of
small businesses and goes against decades of
established law regarding the franchise model
in the United States.”
The five presidentially appointed members of
the NLRB in Washington have already invited
briefs on the question of who qualifies as a joint
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employer in a different case involving a recycling
company. If they ultimately reach the same
conclusion on McDonald’s as the general counsel
did, and hold McDonald’s responsible for alleged
lawbreaking at its franchised stores, you can expect
McDonald’s to appeal the decision to federal court.
And congressional Republicans can be expected to
raise a furor, as they did when the NLRB
investigated the aerospace giant Boeing. Having
McDonald’s treated under law as a boss of the
workers in its thousands of franchised stores poses
a threat to the company on several fronts. First, it
would raise at least the theoretical threat of
workers at a store filing with the government for
a unionization election—although that’s a route
recent history suggests the Service Employees
International Union, the key player behind the
recent strike wave, would be extremely unlikely
to pursue. Second, it would strengthen the case for
treating McDonald’s as a co-defendant in pending
cases alleging rampant wage theft.
Bottom of Form
And third, it’s a symbolic victory for organized
labour’s efforts to convince the public that fastfood corporations are responsible for abuses in the
industry, from poor pay to on-the-job injuries. That
brings the SEIU closer to its still-distant goal:
forcing so much pressure, humiliation, and
disruption on the industry that the top corporations
— not the individual franchisees — choose to
negotiate over changes to their business model.
“At some point,” Fast Food Forward Organizing
Director Kendall Fells told reporters, “McDonald’s
and the industry as a whole will decide that it
makes sense to sit at the table with these workers,
because the workers have now changed the power
dynamic between them and the actual
corporations.”
(http://www.bloomberg.com)

With Labour Disputes in China on the
Rise, Companies Must Tread Carefully
by Kent D. Kedl, 23 March 2015.

LABOUR

disputes in China are rarely kind to
foreign employers. It is not terribly uncommon
these days for a foreign visiting executive to be
confined to a hotel room or for a plant manager
FOCUS WTO, July-September 2016 (Vol. 18 No. 2)
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to end up locked inside his own factory.
Sometimes protestors from far remote regions
of the country descend upon headquarters in
Beijing or Shanghai, and striking employees have
been known to shut down factories for weeks
on end. So it is with some trepidation that
multinational corporations have begun to
reassess their footprint in China. As the Chinese
economy has slowed, many companies are
finding the need to divest from certain facilities
and trim down their China-based workforce. This
is unwelcome news to both their Chinese
employees and to the Chinese authorities who
rely on foreign investment for tax dollars. It’s
not that these foreign companies are getting out
of China entirely; they just need to make
themselves leaner. A 2015 AmCham Shanghai
survey found that a third of all respondents view
rising operational costs as a “serious hindrance”
and have either begun downsizing or have plans
to start.
Some Chinese workers are not taking this
sitting down. The China Labour Bulletin (CLB),
a Hong Kong-based labour rights organization,
recorded 569 labour incidents across China in the
fourth quarter of last year. That is a threefold
increase over the same period in 2013.
Guangdong province in Southern China remains
particularly vulnerable to labour unrest, but
other locations such as Shandong, Jiangsu, and
Shanghai are also prone. From March 2014
through February 2015, the CLB recorded a total
of 130 incidents targeting foreign-owned or joint
venture in China (almost entirely manufacturers).
Of these, the vast majority involved demands for
wage increases, new benefits, or compensation
for restructuring, overtime, and layoffs. Some
of the uptick in labour unrest is a function of
restructuring by multinationals, but it is also a
function of a Chinese workforce that has new
motivation to be more aggressive. Atop that list
of motives is the wider manufacturing slowdown,
which means workers who lose a job have a harder
job finding a new one. Then there are China’s
labour laws, which already give workers significant
power and may soon be revised to limit companies’
ability to make large-scale personnel adjustments.
Workers have begun using social media to become
better organized and recognize their own power
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to damage a company’s reputation by attracting
media attention and regulatory scrutiny. Many do
not trust formal channels for reporting grievances
and would prefer to take matters into their own
hands.
Recommended by Forbes
When workers decide to take action, it often
follows a predictable path with a series of measures
that increase in intensity as they progress. The
initial action frequently involves threats or actual
leaks of information. This may include passing
critical information to competitors, going to the
press or disclosing previously unknown and
problematic accounting or sales practices to
government agencies. Subsequent action often
includes denying access to facilities or offices,
strikes or other refusals to work and shutdowns
of machines and equipment. These tactics
comprised the vast majority of labour incidents in
China last year. Some labour disputes eventually
escalate to the point where the company receives
threats of physical damage against facilities or
assault against individuals. Such violence is rare in
China, but it does happen. As uncomfortable and
potentially damaging as a labour dispute may be,
the economic imperatives forcing companies to
streamline their China operations aren’t going
away anytime soon. The challenge for firms that
must restructure is to manage the change in a way
that limits escalation. This takes careful planning.
It involves identifying all the stakeholders who
would be affected by restructuring and
understanding their needs and motivations. It also
requires reviewing relevant labour laws, assessing
any existing vulnerabilities and thinking through
various scenarios to inform existing crisis
management plans.
Carefully considered communications plans
should craft different messages for different
stakeholders. It is often a good idea to consider
strategies for engaging with local government and
law enforcement officials in advance, and
monitoring social media can provide early warning
of discontent. When it comes to actually executing
the restructuring plan, it should be communicated
clearly and in Chinese, both in writing and in
verbally (through a town hall meeting or similar
forum). But planning and good communications
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have their limits. Companies should be prepared
for the possibility that disputes could escalate.
Having a security team in place to protect people
and assets is a must. It is also wise to have
developed negotiation strategies in advance that
allow a company to avoid conceding to extortive
threats. Firms that restructure their operations in
China will almost certainly face some degree of
unrest. But those who are prepared have a better
chance of preventing a confrontation from turning
into a full-blown crisis.
(http://www.forbes.com)

Bumper Earnings Could Ease Labour
Dispute by Jens Koenen, 2015.
L AST year was a turbulent one for Lufthansa,
Europe’s leading airline. The Germanwings crash
almost exactly a year ago, deliberately caused by
a co-pilot, still gnaws at the guts of management
and employees. Meanwhile, airline’s reputation
was stained by a series of strikes which repeatedly
interrupted flight schedules. But in economic terms,
the airline had a glowing 2015, with record profits
leaving it looking better than it has for a long time.
Lufthansa chief Carsten Spohr on Thursday looked
back at a bonanza year, unveiling euro 2 billion in
operating profits last year, or about $2.25 billion,
before deducting the costs of a string of strikes in
2015. A year before, the adjusted figure was euro
1.17 billion.
Lufthansa on Thursday dampened its
expectations for 2016, saying operating profit will
improve only “slightly” as Eurowings adds flights
in the long-haul market, where Lufthansa tends to
make most of its money, and competition from
low-cost competition in the European market. But
its cautious forecast does not factor in potential
disruption from further strikes. Still, its booming
2015 business could help Mr. Spohr overcome one
of his biggest internal challenges – the three-year
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wage dispute with pilots and flight attendants over
retirement benefits, among other issues. ”There is
a desire to let employees participate in the success
of Lufthansa,” a top management source told
Handelsblatt. “This could bring a resolution in
negotiations.”And despite its latest glowing
figures, management is sticking to its fundamental
demands, pinning its recent success on external
factors like cheap fuel. Reducing costs and
reforming retirement provisions is still considered
to be imperative, as Cologne-based Lufthansa
struggles to compete with low-cost and Gulf
airlines.
“At the same time, there is a recognition that
2015 was so commercially successful that 2016 is
perhaps the only opportunity to resolve the
(labour) conflict,” said a management source. Its
earnings give it more room to maneuver in its
fraught
negotiations
with
workers’
representatives. Pilots’ and flight attendants’
unions declined to comment on the
current discussion, saying that both parties have
agreed to remain silent. However, the unions
confirm a palpable change of mood on the
management side. “We see a new basis for talks,”
said NicoleyBaublies, head of the flight attendants’
union. “There has been a significant change.” But
the top union official offered no guidance on how
likely they were to reach an agreement. A company
spokesperson declined to comment on the issue.
Over the next two weeks, insiders report
that groundwork will be laid for new talks with
pilots. It is not known how a solution would look
in detail. Those familiar with the situation consider
it possible that the company could offer a
provisional financial cushion for changing
retirement provisions. “An agreement could, for
example, cost more money for the short term in
the current economic situation, if it is clear that
the demanded reforms would be fully
implemented in the foreseeable future,” said one
manager.
(https://global.handelsblatt.com)
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