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About us

The Federal Chamber of Labour is
by law representing the interests of
about 3.2 million employees and
consumers in Austria. It acts for the
interests of its members in fields

of social, educational, economical
and consumer issues both, on the
national and on the EU-level in
Brussels. Furthermore the Austrian
Federal Chamber of Labour is a part
of the Austrian social partnership.

The AK EUROPA office in Brussels
was established in 1991 to bring
forward the interests of all its
members directly vis-a-vis the
European Institutions.

Organisation and Tasks of the
Austrian Federal Chamber of Labour

The Austrian Federal Chamber of
Labour is the umbrella organisation of
the nine regional Chambers of Labour
in Austria, which have together the
statutory mandate to represent the
interests of their members.

The Chambers of Labour provide
their members a broad range of
services, including for instance

advice on matters of labour law,
consumer rights, social insurance and
educational matters.

Herbert Tumpel
President

More than three quarters of the

2 million member-consultations
carried out each year concern labour,
social insurance and insolvency law.
Furthermore the Austrian Federal
Chamber of Labour makes use of its
vested right to state its opinion in the
legislation process of the European
Union and in Austria in order to shape
the interests of the employees and
consumers towards the legislator.

All Austrian employees are subject

to compulsory membership. The
member fee is determined by law

and is amounting to 0.5% of the
members’ gross wages or salaries

(up to the social security payroll tax
cap maximum). 560.000 — amongst
others unemployed, persons on
maternity (paternity) leave, community
and military service - of the 3.2

million members are exempt from
subscription payment, but are entitled
to all services provided by the Austrian
Federal Chambers of Labour.

Werner Muhm
Director
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Executive Summary

The AK supports the idea of strengthe-
ning the European Neighbourhood
Policy. It prefers multilateral WTO
negotiations to bilateral free trade
negotiations (FTA) currently held by the
EU and insists on policy coherence

in trade policy concerning the comp-
liance with international agreements in
particular with regard to human and
labour rights. Basically, liberalisations
require redistribution mechanisms

so that the foreign trade contributi-

on - worldwide, but also within the

EU - is distributed more fairly. We
welcome the importance atftached to
environmental and social standards

in the current bilateral trading strategy
of the EU; the proposed sustaina-

bility chapters, however, have to be
furnished with effective enforcement
mechanisms. Further priorities resp.
offensive interests of the AK include
the improvement of market access for
environmentally friendly goods and
services in all trade agreements. Su-
stainability impact assessments should
take all relevant aspects of social and
economic effects of the agreements
into account. The defensive interests
of employees refer in particular to
services in the public inferest and free
movement of persons (mode 4). This
means that it is essential to take public
services out of bilateral negotiations.
In addition, the liberalisation of the
free movement of workers (mode 4)
beyond the GATS level resp. the CARI-
FORUM Agreement has to be excluded

in general. In case of negotiations with
developing countries, the EU should
fundamentally forego reciprocity and
base its demands on these countries’
stage of development.

Concerning the geographical selection
of trading partners, the AK, in view

of these dimensions, doubts that the
advantages of these FTAs will justify
the administrative and negotiation-re-
lated efforts.

Concerning the accompanying in-
struments of the EU whose task it is to
cushion globalisation-related adjust-
ments, one has to make sure that the
European Social Fund can be operated
in all countries, that it is adequately
funded and that the budget appro-
priations are allocated in accordance
with future-oriented criteria. Due to
the enlarged scope of application of
the European Globalisation Fund as a
crisis instrument with facilitated sup-
porting conditions, it is not only better
equipped to deal with the current
global economic crisis; its adaptation
is also closer to the Austrian economic
structure. Therefore its adjustments
should be permanent.

The AK demands that with regard to
combating social dumping, the bre-
ach of Minimum Labour Standards
of the International Labour Organi-
sation (ILO) will in future represent a
situation that justifies the application
of antidumping and other protective
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measures. This applies in particular

to special economic zones, where
national labour law is often abrogated
and where not even global minimum
labour standards are complied with.
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The AK position in detail

Add 1. Introduction

Question 1

How can the agreement, which has
been in force since the Lisbon Trea-
ties, according to which coherence
of future trade policy with EU foreign
policy, in particular with regard to
their neighbouring countries, is de-
manded, be best guaranteed?

The relations to the EU neighbour-

ing countries should be used to
strengthen the EU in its global envi-
ronment. In this context, European
neighbourhood initiatives, such as the
European Neighbourhood Policy, the
Mediterranean Union as well as the
LEastern Partnership” is increasingly
gaining in importance. In agreement
with the other social partners in Aus-
tria, the AK proposes to strengthen
these neighbourhood initiatives on a
long-term basis. From a political and
economic point of view, the European
perspective is of great importance to
the Western Balkan countries. Political
stability is also an essential ingredient
of economic stability. The process of
rapprochement of the Western Bal-
kan countries to the EU significantly
strengthens and promotes these fac-
fors.

The AK sees the question of coherence
between trade policy and EU foreign

policy also with regard to the compat-
ibility with international agreements, in

particular in respect of human rights
and Conventions of the United Na-
tions and the ILO, the OECD and others.
Hence, the trade policy of the EU has
to be structured in such a way that
FTAs with third countries to not run
counter to these agreements. Within
the sense of policy coherence, FTAs
with partner countries respect joint
international obligations by complying
with them.

Question 2

How can EU Trade policy support
economic growth, the creation of
jobs and a more resource-efficient
and ecological economy? What
should the new trade priorities in the
light of the Europe 2020 Strategy
be?

In its consultation document ,The
Europe 2020 Strategy in a Global
Context”! the Commission above all
emphasises the necessity of expand-
ing global trade. , Thereby, particular
emphasis should be placed on
expanding access to markets, en-
ergy and raw materials, as well as to
progress with regard to environmental
and social targets.” Here, in particular
the second part of the sentence must
be taken very seriously. From the
point of view of the AK, the new trade

1 Consultation on the future EU strategy until
2020, Working document of the Commission,
Page 11. Extract from the AK Position from
January 2010.
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priorities should definitely include the
integration of binding and executable
sustainability chapters. Paragraph

6, ,Sustainable Trade” will address this
issue in more detail. Our minimum
requirement is the inclusion of ILO
Core Labour Standards in all interna-
tional trade agreements. The target is
the consideration of the ILO’s Decent
Work Agenda.

The market access liberalisations

and deregulations of the last dec-
ades show that these do no longer
automatically lead to more wealth
and economic growth, but can cause
structural problems, increasing unem-
ployment, greater poverty etc, if they
are not accompanied by redistribution
policies. Crucial for the development
of the European welfare state was the
protectionist investment and economic
policy, which went on for decades.
Only then stable domestic economic
structures have a chance to develop.
However, even in times where EU For-
eign trade is beginning to contribute to
growth once more, one must not lose
sight of the distribution problem. The
distribution of the increase in wealth

in the various world regions - but also
within the EU - is unequal, which has
caused both economic and social
tensions. Even the World Bank admits
that in the course of trade liberalisa-
tion, existing jobs will be destroyed at
a much quicker pace than new jobs
are created. According to the Interna-
tional Labour Organisation (ILO), during
the period between 2007 and 2009,
between 40 and 60 million jobs were
lost as a result of the global economic
crisis. As in many industrialised coun-

tries, Austria too saw its Gross Domes-
tic Product (GDP) 2009 shrink, whereby
Austrian exports fell by 8.1 %. Here the
economic crisis was in particular no-
ticeable in the material goods produc-
tion (vehicle construction, metal work-
ing and mechanical engineering)?.

However, foreign trade should not

be overestimated either. Only about
one eighth of all goods and services
produced in the EU are exported and
about one eighth of all goods and
services used in the EU are imported.
Hence, the economy of the EU is pri-
marily characterised by developments
in the Internal Market, which may

be influenced by economic policy. 3
This also applies to Austria, where,
although foreign trade is strongly ex-
port-oriented, it concentrates on the EU
Internal Market. Hence, the decisive
determinant for more growth and jobs
in Europe is still the dynamics of do-
mestic demand.

The ecological dimension is also a
central basis for the economic devel-
opment in particular of newly industr-
ialised and developing countries. The
focus is currently on the limited avail-
ability of resources and climate protec-
tion, whereby the increasing demand
of resource efficient products, technol-
ogy and know-how also represents

a great opportunity for the economy.
Improving market access for environ-
mentally friendly goods and services
should be pursued as an important

2 WIFO Monthly Report 5/2010, S 462.

3 Markus Marterbauer: ,Wem gehort der
Wohlstand?”, Paul Zsolnay Publishers, Vienna
2007, P. 195.

Public Consultation on a Future Trade Policy


http://www.akeuropa.eu/en

EURDPA

The AK prefers mul-
tilateral WTO nego-
tiations to the current
bilateral free trade
negotiations of the EU.

www.akeuropa.eu

objective in multilateral and bilateral
negotiations. In view of a sustainable
development, it is, however, essential,
also to include the active promotion
of ecological standards in third coun-
tries into infernational trade policy.

Add 2. Multilateral trade negotia-
tions

The AK prefers multilateral WTO
negotiations to the current bilateral
free trade negotiations of the EU. The
World Trade Organisation (WTO) repre-
sents the currently only multilateral set
of rules, enforceable on the basis of
its dispute seftlement mechanism, for
the still different regional and national
trade policies. That is why we are con-
vinced that the increasingly integrated
and globalised relations of the world
regions and their states with each
other as well as the cooperation proc-
esses in the individual policy areas can
only be improved at global level. Due
to the fact that international trade has
significantly contributed to the accel-
eration of globalisation, the WTO in its
capacity as a global organisation with
currently 153 members is a significant
contributor to the structuring of global
framework conditions for interna-
tional trade. The trade liberalisation

of goods, services and investments
within the scope of the WTO resp. at
bilateral level is currently taking place
under unequal competitive conditions.

Question 3

How can the EU - in addition to driv-
ing forward a successful conclusion
of the Doha Development Round

- best pursue its trade policy objec-
tives?

For many years, the WTO has been
severely criticised by non-govern-
mental organisations and developing
countries. We regard the following
objectives to be significant for a suc-
cessful conclusion of the negotiations,
which have now been stagnant for
over eight years:

¢ The democratisation of the WTO

Although all Member States in the
WTO have basically the same op-
portunities to participate in the deci-
sion-making (consensus decision
making), the WTO is nevertheless as
an interstate organisation - as are
OECD, IWF, World Bank - only indirectly
democratically legitimised: the govern-
ments are taking the decisions in WTO
negotiations. National parliaments
normally ratify these decisions only
later. This democratic deficit should

be compensated by national parlia-
ments being able to participate more
and to exert influence. The national
parliaments should also make struc-
turing the globalisation the focus of
their discussions and decisions. The
non-transparent and undemocratic
decision-making process in so-called
Green Rooms and the enormous
pressure, which is asserted in them,
has to be transformed into open and
announced meetings. The current
dispute settlement procedures within
the WTO are non-transparent. Hence,
WTO Committees should be forced

to make their decision-making proc-
esses public. As is the case with other
international organisations, observers
from other international organisations,
representatives of non-governmental
organisations, trade unions and legal
representations of interest should
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receive observer status. ILO and UNEP
should be granted a right to speak,
so that decisions by an arbitral court,
which are contrary to the petitions of
these organisations, have to be justi-
fied by the WTO arbitration board.

¢ The incorporation of minimum
labour standards in the WTO

We urge the Austrian Federal Govern-
ment to consequently support the in-
corporation of Core Labour Standards
in the WTO. It must be possible fo ne-
gotiate wages for workers, which se-
cure their existence in order to alleviate
poverty on a sustainable basis. This
requires freedom of representation
and the so-called freedom to conclude
collective agreements. The ban on
child labour, a comprehensive ban on
discrimination in particular of women
as well as the ban on forced labour
form the basis for a sustainable social
development worldwide.

e Setting up a working group in
der WTO
is a requirement to initiate a discus-
sion on instruments and procedures,
which ensure the compliance with
Core Labour Standards. The working
group resp. the committee should be
made up of representatives of the
WTO and the ILO Secretariat, govern-
ments and non-governmental organi-
sations, in particular trade unions from
industrial and developing countries.

e Abolishing EU Import barriers for
sustainable production

Quota systems and tariffs, which rise
with increasing processing stage (tariff
scaling) and which hamper sustain-

able development in particular in de-
veloping countries are to be abolished.

¢ Recognizing the quality seal for
fair trade

Existing Fair Trade or quality seals
with the same orientation should be
addressed within the scope of the
labelling discussion. It is the objective
to recognize quality seals for fair trade,
in particular those, which are already
globally coordinated and regularly
inspected by independent institutions.
The EU is urged to actively and con-
sequently support this goal within the
WTO.

¢ Reducing the export subventions
for agricultural products

The AK welcomes the WTO-wide re-
duction of export subsidies for agricul-
tural products. Only then, the incentive
to export surplus productions will be
reduced and result in fair global trade.

¢ Transforming ,blue” in ,green”
measures with regard to internal
agricultural subsidies

Currently, a major part of agricultural
subsidies is allocated to the so-called
blue box. These are production-de-
pendent subsidies, which are paid in
accordance with acreage or number
of animals, independent of the fact
whether farmers use environmentally
friendly or socially compatible meth-
ods. The AK demands only to subsi-
dise social and ecological (green box)
agricultural production. This should
not only save resources such as water
and soil. The objective is to stop a sys-
tem of unfair competition, where ac-
cording to purely economic criteria ma-
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jor enterprises - and not ecologically
operating enterprises - are subsidised.
Basically, agriculture should only then
be subsidised when improvements of
the social and the environmental situ-
ation can be proven.

¢ Environmental agreements may
not be undermined by WTO de-
cisions
WTO decisions have frequently un-
dermined trade-relevant decisions
from environmental agreements. The
prevailing subordination of provisions
of multilateral environmental agree-
ments under those of the WTO has to
stop. The EU as a thematic leader in
the WTO must take responsibility and
ensure that the result of the negotia-
tions strengthens global environmental
legislation and that conflicts with the
WTO are resolved.

Add 3. Bilateral trade negotiations

In spite of our critical stance concern-
ing the large number of current trade
negotiations, the AK welcomes the
importance, which is to be attached
to the subijects of labour standards,
employment and environment in the

.Global Europe” generation of bilateral

FTAs. In the end, the degree to which
the provisions of the planned sustain-
ability chapters of an FTA will be ob-
ligatory is crucial to their effectiveness.

Question 4

Do the current bilateral EU free trade
negotiations provide the right geo-
graphical and contentual focus for
our bilateral trade relations within
the scope of the Global Europe strat-

egy?

Without a doubt, Austria attaches
great importance to foreign trade.
However, as has already been
mentioned above, our main trading
partners are within the EU. Apart from
that, Austrian foreign trade - up to the
economic crisis - had seen dynamic
development, for example in the Asian
area. Above average export growth of
more than 30 % was achieved in this
region. However, the export volumes
with the trading partners of the new
bilateral EU trade agenda were as low
as their shares in Austrian overall ex-
ports. In contrast, the import growths
from these regions can be substantial:
they are partly between 20 and 30 %
and can, as is the case with Malaysia,
be over 65 %. In some sectors, such
as the textile and clothing industry,
excessive imports in the EU can result
in major problems. Austrian Trade
relations are extremely small with Co-
lumbia and Peru as well as the Central
American states.

Concerning the geographical selection
of trading partners, the AK, in view

of these dimensions, doubts that the
advantages of these FTAs will justify
the administrative and negotiation-re-
lated efforts.

Question 6

How can the EU improve the effec-
tiveness of its regulatory dialogues?
How can the EU promote the crea-
tion and application of international
standards without putting legitimate
political decisions of public interest
at risk?

The EU should hold its existing dia-
logues with partners such as Japan,
USA, China etc in a way, which does

Public Consultation on a Future Trade Policy


http://www.akeuropa.eu/en

EURDPA

The EU should hold
its existing dialogues
with partners such as
Japan, USA, China etc
in a way, which does
not put the partner
countries on the de-
fensive.

www.akeuropa.eu

not put the partner countries on the
defensive. This means that negotiation
partners must not be put under pres-
sure when they want to ensure their
legitimate public interests. As liber-
alisations of services of public interest
often entail sustainable changes for
the worse for the population, these
may not be liberalised from the point
of view of the AK (see 4. Services).

Add 4. Services (Services)

Question 8

Should the EU aim at an increase in
trade with services and if yes, how?
So far, multilateral and bilateral ne-
gotiations were only partly successful
with regard to opening the provision
of services. Would the renewed con-
centration on the trade in services
with key partners (plurilateral ap-
proach) be a useful alternative?

Until now, the EU pursued, within the
scope of its bilateral trading strategy,
a forced market opening of service
sectors, which were of interest to EU
enterprises. In doing so, it continues
the approach, chosen in the WTO-
GATS negotiations, in an exaggerated
form. Apart from that, the EU also
aims at a regulatory harmonisation in
strategic sectors (e.g. financial serv-
ices, Telekom, mail services) or for job
quadlifications, market access provi-
sions, licensing procedures etc., which
has the relevant EU regulations as a
frame of reference. The question is
whether the rules favoured by the EU
do necessarily have to conform to the
social and ecological requirements of
the partner countries. The regulation
approach favoured by the EU Commis-

sion, however, forgets that regulations
always have to be adapted to the eco-
nomic and socio-cultural situation. The
way markets work is also regulated
differently by different societies. Hence,
,One size fits all” is in particular not a
option for the regulation of services.
The Liberalisation demands of the EU
must more than before consider the
economic and socio-cultural particu-
larities of partner countries.

Only then, can the EU credibly state
that services of general interest are

an integral part of the European So-
cial Model, if it does not af the same
time demand the forced liberalisation
of these services from other states.
Hence, public services must be re-
moved from the negotiations. Similar
to the GATS negotiations in the WTO,
bilateral negofiations are also in dan-
ger to liberalise public services. This
applies in particular to those public
services, which are rendered in ,mixed
provision” - i.e. by public and private
providers. It is therefore necessary

to remove those service areas right
from the beginning from the negotia-
tion mandates of the EU Commission,
which have to be regarded as an inte-
gral part of the public general-interest
services. These include in particular
education, health and social services,
audiovisual and cultural services, wa-
ter supply, mail services, public trans-
port. Excluding these sectors from the
negotiations does not only prevent the
EU from being faced with liberalisa-
tion demands; it also guarantees that
the liberalisation supporters in the EU
(in particularly the business lobbies)
cannot enforce any demands on other
stafes.
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In this context, the AK regards it as es-
sential o apply the horizontal reserve
for ,Public Utilities” in accordance
with the U-25 GATS obligation list on
the bilateral obligations. Furthermore,
no liberalisation commitments must
be made for sectors, where ongoing
autonomous liberalisation processes
are taking place (in particular energy,
mail services, transport). Before such
a commitment is made, one has to
await the full implementation of the
liberalisation to be able to ensure ef-
ficient framework regulations within
the national scope for action, which

is based on social und ecological
criteria. Any premature commitment
could substantially limit the Austrian
freedom to act in regulating liberalised
sectors and apart from that make later
changes very difficult or even impos-
sible.

Apart from that, a comprehensive
Labour Clause to safeguard the rights
of employees has to be embedded in
bilateral agreements. This should be
worded as follows: ,All requirements
of the laws and regulations of the EC
Party regarding entry, stay, work and
social security measures shall con-
tinue to apply, including regulations
concerning period of stay, minimum
wages as well as collective wage
agreements even if not listed below.
Commitments on key personnel and
graduate trainees do not apply in
cases where the intent or effect of their
temporary presence is to interfere
with, or otherwise affect the outcome
of, any labour/management dispute
or negotiation.”

In addition, the AK requires the re-
tention of the positive list approach
with regard to opening the services
sector. From our point of view, a posi-
tive list approach is synonymous with
greater transparency, as it makes
clear which sectors will be opened as
a result of the Agreement and which
will not. With regard to a negative list
approach, however, the EU Member
States agree to the opening of all serv-
ice sectors, with the exception of those
sectors, which have been expressly
excluded from the Agreement. A neg-
ative list approach is therefore oriented
towards a far higher degree of liberali-
sation than the positive list approach.
Furthermore, the general application
of the positive list approach in case of
bilateral agreements provides far bet-
ter comparability of the agreements.

A liberalisation of the Free Movement
of Workers (Presence of Natural Per-
sons, Mode 4) in the bilateral negotia-
tions, which goes beyond the GATS
standard resp. the CARIFORUM Agree-
ment must be generally excluded.
Apart from that, attention should be
paid to the following:

¢ No liberalisation commitments
must be entered into for contrac-
tual service suppliers and inde-
pendent professionals, which go
beyond the current level of GATS
Commitments.

¢ The AK firmly rejects liberalisation
commitments for workers with
medium or low qualifications.
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¢ The AK is against the idea to
exempt posted workers from the
obligation to pay taxes, duties
and social insurance contributions
in Austria.

¢ If workers are posted, the labour
and social legislation as well as
the income regulations resp. col-
lective agreements of the favoura-
ble resp. target country principle
must be applied.

The AK supports limited stays of
persons from third countries for
vocational and advanced edu-
cational purposes, if these are
taking place within the scope of
cooperation projects of develop-
ment cooperation and if suitable
measures are provided for, which
prevent the direct competition
with local workers and guarantee
that these persons return to their
native country following the com-
pletion of their assignment.

e At this point, the AK would like
to clearly come out against the
proposals of the Commission
with regard to the Directive on the
admission of seasonal migrants.
The so-called seasonal migration
model assumes that seasonal
migrants only remain in their host
country for the duration of their
employment and that therefore
hardly any additional infrastruc-
ture investments are required in
the host country. Contrary to this,
reality has shown that with regard
to Austria and Switzerland, both
of which are classic destinations
for seasonal workers, circular

migrants show a strong tendency
to remain in the country and to
invite their families to join them,
which means that appropriate
infrastructure investments are
indeed needed. The AK therefore
rejects circular migration as an il-
lusionary migration model without
integration perspective.

Add 5. Investments

Question 9

The Treaty of Lisbon transfers in-
creased powers in international
investment policy to the EU. How
can we contribute to the facilitation
of cross-border direct investments
(within and outside)? Which key
issues should be addressed in the
agreements?

The AK agrees with the assessment of
the European Commission that foreign
direct investments are not covered by
institutionalised Global Governance
provisions in accordance with their
economic importance. We believe

that the appropriate framework for a
comprehensive investment agreement,
which regulates both market access
and investment protection, would be
the WTO. In our opinion, the policy fol-
lowed by the EU, to integrate foreign
direct investments in bilateral FTAs, is
only the second best solution.

According to the Lisbon Treaty, foreign
direct investments come under the
Common Trade Policy. The AK regards
this as an opportunity for the EU to de-
velop uniform principles for European
direct investments in third countries.
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We will critically analyse the follow-
up documents, which were recently
published, as to what extent not only
economic but also social and ecologi-
cal aspects have been integrated in
European investment policy.

The core elements of an FTA should
include provisions on market access,
investment protection and the promo-
tion of sustainable development of
foreign direct investments.

e Market access provisions should,
in particular in the service sector,
be based on the positive list ap-
proach.

¢ Investment protection: the bilat-
eral investment protection agree-
ments have to be replaced by a
new generation of European pro-
visions, because the rising number
of investment arbitration proceed-
ings as well as the arbitration
awards of the tribunals clearly
show that bilateral investment
protection agreement massively
restrict national sovereignty. There
is a great need for action not to
generally exclude any economic
measures (e.g. social and environ-
mental policy) from the scope of
application of investment protec-
tion. Apart from that, the investor-
state dispute settlement mecha-
nism must always be examined.
A comprehensive discussion on
European investment protection
regulations with all stakeholders
is required to develop a balanced
negotiation text at high level,
which does not put in any way
at risk any further development

of central policies such as social
security, labour relations and envi-
ronmental protection.

* Promotion of sustainable devel-
opment: Foreign investors must
assume corporate responsibility
for the compliance with universal
fundamental rights (human rights
as well as basic labour standards)
also in the value chain (global
production networks).

Add 6. Sustainable Trade

The AK regrets that the social and
labour-related aspects were not ad-
dressed in the chapter on sustainable
trade and urges the EU Commission to
consider our concerns.

Within the scope of the International
Labour Organisation (ILO), all 182
members, most of whome are also
WTO members have committed them-
selves to comply with a number of in-
ternational fundamental labour rights.
These minimum labour standards
incorporate the most fundamental
human and labour rights. The compli-
ance with these Core Labour Stand-
ards would at least prevent the most
extreme forms of inhumane working
conditions and of exploitation. Apart
from a fairer distribution of income,
the improved compliance with the
Core Labour Standards has an incen-
tive effect on increasing productivity
and thereby on competitiveness. Both
boost domestic production, thereby
contributing to a quicker economic de-
velopment and fair global competition.
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As already mentioned above, the AK
welcomes the integration of sustain-
ability chapters in the FTAs of the Glo-
bal Europe strategy. The integration

of ILO Minimum Labour Standards in
multilateral trade agreements must be
actively pursued. The objective is their
binding implementation and compli-
ance in the partner countries of the EU.
The central elements required by the
Austrian Federal Chamber of Labour
for a sustainability chapters in bilateral
FTAs concern:

¢ The compliance with all eight
ILO Core Labour Standards: Die
136th General Assembly of the
AK has requested, as has ETUC,
to integrate the ILO Minimum
Standards in international trade
agreements. The contracting par-
ties must ratify, transpose into
national law and effectively apply
the agreements, which are deter-
mined by the ILO Declaration on
Fundamental Principle and Rights
at Work (Core Labour Standards).
183 states that are ILO members
are already committed to this. The
eight Core Labour Standards refer
to the freedom of association and
the right to collective negotiations,
the abolition of forced labour, the
abolition of child labour and the
ban on discrimination in employ-
ment and occupation.

¢ The current language regime of
the ILO Declaration ,Social Justice
Declaration for a Fair Globaliza-
tion” from 2008, which explicitly
states that the violation of Core
Labour Standards may not legiti-
mize comparative advantages,
must be adopted.

e Additional ILO Conventions: de-
pending on the stage of develop-
ment of the partner countries, the
EU should also demand the ILO
Convention 155 - Occupational
Safety and Health Convention, the
so-called ,ILO Priority Conventions”
(Convention 122 - Employment
Policy Convention, Conventions
81 and 129 - Labour Inspection
Convention and Convention 144

- Tripartite Consultation Convention)
and the Conventions from Decent
Work Agenda respectively*.

e Reporting duty on the state of
implementation of the Labour
standards: the governments of
both contracting parties should
regularly report on the progress
concerning the implementation of
all obligations entered into in the
Agreement. Apart from the obliga-
tions, which are included in the
ILO Declaration on fundamental
principles and rights at work, this
might also apply to other agree-
ments mentioned above.

¢ Non lowering standards clause
(resp. Upholding Levels of Pro-
tection Clause): This provision
shall guarantee that existing so-
cial and environmental standards
are not lowered to attract foreign
investors. Apart from that, this
obligation should contain refer-

4 The Decent Work Agenda) comprises four
main elements: 1. Fundamental Principles and
Rights at Work (ILO Core Labour Standards); 2.
productive and freely chosen employment; 3.
social protection and security and 4. the social
dialogue. This also includes the consideration
of the gender dimension in these four elements.
International ILO and UNO standards already
exists in each of these areas.
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ence to the fact that it applies to
all regions of a country to prevent
that the Agreement results in a
increase of production in export
production zones.

Forum for the exchange of
information between govern-
ments and social partners: a
forum for trade and sustainable
development should be set up,
which enables the exchange of
information on the implementa-
tion of the agreement between
government representatives of the
partner countries on the one hand
and employee and employer
organisations and NGOs on the
other. This forum should provide a
clearly defined balance between
these three groups of members. It
should meet at least twice a year
and provide its members with the
opportunity to publicly discuss
social issues and problems.

Ensure reaction of the govern-
ments to complaints by the social
partners: it is important to oblige
governments to respond actively
to officially submitted commu-
nications of their social partners.
This should become a manda-
tory mechanism, which provides
recognized employee and em-
ployer organisations and NGOs
on either side of an FTA with the
opportunity to submit such calls
for action. Such complaints should
be processed within a determined
timeframe (e.g. two months) and
become part of a permanent post
processing and review process to
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ensure that governments effec-
tively deal with complaints.

Independent experts shall as-
sess complaints and prepare
recommendations: if complaints
by one government are not sat-
isfactorily answered by the other
party, they should be assessed
by independent and qualified
experts. Relevant recommenda-
tions of these experts must be part
of an determined and speedy
process so that assessments are
not only used for reports and
recommendations but also lead
fo provisions on post processing
and reviews. That way, the pres-
sure on governments should be
maintained to prevent violations
of labour rights on their territories.
At least one independent expert
should be an ILO representative.

The dispute settlement proce-
dure must also be applied to
the sustainability chapter: it
should be made clear that the
same implementation provisions
apply to the Chapter on Sustain-
able Development as for all other
provisions of the Agreement. The
agreements of this chapter are
therefore in particular subject to
the same dispute settlement pro-
cedure as all other elements of the
Agreement.

Preventing the continuous viola-
tion of minimum labour stand-
ards by imposing fines: in the
event that during the consultation
proceedings between the govern-
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ments and the social partners as
well as non-governmental organi-
sations and even following the rec-
ommendations of the independent
experts no positive changes with
regard to labour law obligations
have been made within an ap-
propriate period, it is planned to
introduce fines at the end of the
dispute settlement procedures.
These should be high enough to
have a sufficiently deterrent ef-
fect. The revenues of these fines
should be used to improve the
social standard and the working
conditions in those sectors and
areas, which show relevant prob-
lems. In this context, technical and
administrative support in coopera-
tion with international organisa-
tions, in particular the ILO, have to
be provided for dealing with these
injustices.

Ensuring the compliance with
environmental agreements:

in order to justify the name of
this Sustainable Development
Chapter, strong clauses for the
compliance with multilateral envi-
ronmental agreements, including
the Kyoto Protocols, have to be
implemented. The environmental
agreements therein have to be
ratified and implemented in ac-
cordance with the Generalized
System of Preferences of the EU
(GPS+). This concerns the follow-
ing Agreements: Montreal Protocol
on Ozone Depleting Substances,
Basel Convention on the Control
of Transboundary Movements

of Hazardous Wastes and their
Disposal, Stockholm Convention
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on Persistent Organic Pollutants,
Convention on International Trade
in Endangered Species of Wild
Fauna and Flora, Convention on
Biological Diversity, Rotterdam
Convention on Prior Informed Con-
sent Procedure for Certain Hazard-
ous Chemicals and Pesticides.

A Sustainability Chapter with rel-
evant provisions for the protection
of human rights (in particular the
accession to the International Cov-
enant on Economic Social & Cul-
tural Rights) should also be tied to
this Agreement.

The European Trade policy can at
best promote sustainable growth
by fully integrating foreign direct
investments in its general trade
policy and by ensuring that the
sustainability chapters included

in the latest FTA chapters are also
applicable for investments resp.
investors. Apart from that, the EU
has recognized that obligations
must also be imposed on Europe-
an investors. Businesses have the
responsibility to ensure that their
subsidiaries, but also value chains
adhere to the minimum social und
ecological standards. To enable
them to guarantee this, they have
to orientate themselves on the
internationally recognized code of
good conduct ,OECD Guidelines
for Multinational Enterprises”. The
guidelines cover a wide range of
issues and contain among others
human rights, labour rights and
protection as well as environmen-
tal and consumer protection.
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Question 10

How can trade policy support green
and inclusive growth by means of
sustainability impact assessments?

Sustainability impact assessments

are announced by the Commission
parallel to the negotiations in the man-
dates submitted. It would make sense,
however, if impact assessments would
provide a decision basis for entering
into negotiations. In any case, the
results, if they have been prepared by
independent and reputable institutes,
should be taken seriously. Sustainabil-
ity impact assessments are the only
option fo establish the impact of trade
liberalisations on different sectors,
employment, environment and devel-
opment both in the EU and in develop-
ing countries.

Provisions on sustainability impact
assessments and for measures, which
will be taken on the basis of the
results of these reviews, should be
included. Sustainability impact assess-
ments should consider all relevant
aspects of social and economic ef-
fects of the agreement. These include
access opportunities to high-quality
public services and the use of different
strategies, including trade-relevant
strategies to achieve industrial de-
velopment. Employee and employer
representatives as well as non-gov-
ernmental organisations should be
involved in evaluating the sustainabil-
ity impact assessment on the effects of
the agreements. A follow-up process
after the sustainability impact assess-
ment has to be determined.

Add 7. Inclusive Trade

Question 12

How can EU Trade policy ensure

that the advantages of global value
chains are shared between European
producers, consumers and workers?

EU trade policy shall ensure that the
advantages from global production
networks will be shared fairly among
workers, producers and consumers.
The weakest link in the value chain,

at whose expense economic profit is
distributed are the workers in the an-
cillary industries. There are no efficient
instruments, which could help global
labour standards and human rights to
achieve also a breakthrough beyond
national borders. There are some
more or less promising approaches,
which have to be supported and to
be developed within the scope of Eu-
ropean trade policy. Legal provisions
have to be developed for enterprises,
so that these can be called to account
if labour rights in the supply chain are
violated (,chain liabilities”). In particu-
lar the territorial scope and the area of
application have to be improved. The
concept ,protect, respect, remedy”,
which has been discussed within the
scope of the UN Human Rights Council
and the concrete mechanisms, which
still have to be presented, must be
implemented in the European trade
policy. Apart from that, the potential
of incentive mechanisms such as the
socially responsible public award of
contracts has to be exploited. Existing
options such as taking enterprises to
court for labour right offences com-
mitted abroad, have to be expanded.
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Hence, it is necessary to assert the
responsibility of the home states and
of the European Union.

The European and international frame-
work agreements between transna-
tional enterprises and trade unions are
a good approach to expand social
minimum standards and the social
dialogue to locations outside the
home state if they are equipped with
appropriate monitoring und imple-
mentation instruments It must be con-
tinued to support and directly promote
these within the scope of FTA.

As already stated in the chapter ,Sus-
tainable trade” with regard to our
principles, it is important to ensure the
fair distribution of trade advantages
by guaranteeing that the universally
recognised ILO Minimum Labour
Standards are complied with. This is in
particular ensured by the ratification,
implementation and application of the
Freedom of association and the Right
to Conclude Collective Agreements.
The Freedom of Association is not only
a human right, but enables workers to
organise and to safeguard their inter-
ests. The right to conclude collective
agreements in turn enables through
wage negotiations between employ-
ers and employees a fairer wage for
employees. That way, the violation of
existing national labour laws and bad
working conditions in some countries
can be effectively counteracted.

In this context, the AK would like to
refer o a Study of the World Bank
from 2002 under the title ,Unions and
Collective Bargaining: Economic Effects

in a Global Environment”. It reviews
the impact of labour standards on
economic development. The right to
set up a trade union and the right to
conclude collective agreements lead
to higher income fairness and finally
to an improved economic output of

a country. This is expressed in low
unemployment and inflation, in higher
productivity and in a better adapt-
ability in case of economic shocks. Em-
ployees, which are secured by collec-
tive agreements, earn higher average
wages in industrialised and in devel-
oping countries. In addition, this results
in a reduction of differences in income
between skilled and unskilled workers
and between men and women.

Question 13

Are the existing ,accompanying”
policies sufficient to distribute trading
profits between the people and dif-
ferent regions and markets in the EU?
How can the EU guarantee best that
the trade and other policies, can en-
able adjustments of people, sectors
and society, where it is necessary?

The Commission addresses instru-
ments of the EU (structural funds, Eu-
ropean Social Fund, European Globali-
sation Funds, Regional funds), which
should serve as cushions in the event
of global changes.

In order to enable also European
workers and consumers to benefit
from the European trade policy, at-
tention has to be paid to the fact that
domestic purchasing power is not
weakened too much. These include
poverty prevention measures (wage
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policy and for those who are not
integrated in the working process,
sufficient unemployment benefits) as
well as the guarantee of a minimum
level of safety. Apart from ensuring a
sufficient basic standard of living, op-
portunities to return to employment
must also be provided. It is correct that
the European Social Fund (ESF) is here
an important funding tool.

e Apart from that, the focus must re-
main on the preservation of jobs.
Apart from economic aspects, the
permanent advanced education
of employees is also important
so that they remain employable
and locations are retained (also
because of particularly qualify
personnel). Here too, the ESFis in
demand.

* To enable the ESF to be active in all
these areas, it must be possible to
use it in all countries, it must be
sufficiently funded and budget
appropriations must be allocated
in accordance with future-ori-
ented criteria.

e Apart from that, administration
must be reduced to a justifiable
extent.

Important, however, is also the com-
petition policy of the EU, which based
on its strict criteria, in particular in the
area of non-priority services (such as
education measures), puts important
structures at risk. Here it should be
possible to increasingly consider social
aspects.

The European Globalisation Funds
(EGF) was created to cushion the

impact of mass job losses in the EU
Countries. Originally, one thought of
the consequences of globalisation, for
example job losses because of reloca-
tions in regions outside the European
Union, of export collapses of domes-
tic producers or of extreme import
increases from abroad in certain
economic segments of the EU. Due to
the enlarged scope of application as
crisis instrument with facilitated fund-
ing conditions, the EGF is not only able
to cope better with the current global
economic crisis; its adaptation is also
better suited to the Austrian economic
structure. In particular the following
adaptations of the current EGF as
crisis fund shall remain permanently
- hence after 2011 -:

e Areduction in the number of
required dismissals from 1000
to 500 employees as a crite-
rion for claims from the EGF has
been achieved. In addition, EGF
funds can be obtained when the
minimum number of currently
500 dismissals per enterprise
and supplier ancillary industries
is not achieved and when the
regional labour market is severely
impaired. This provision is particu-
larly welcomed by small structured
economies such as Austria.

¢ The possibility to obtain funding
from the EGF, also in case of EU-
internal relocations and no longer
just exclusively due to relocations
outside the EU is an improvement
and closer to reality. This way,
the previous inconsistency with
regard to the funding of labour
market measures between EU-
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internal and EU-external reloca-
tions was also removed. Funding
from the EGF in case of job losses
(e.g. production relocations within
the EU due to existing pay gaps
between the Member States) will
also be permanently secured in
future.

¢ The Globalisation Funds should
also continue to be sufficiently
funded. Currently, it is not urgent
to increase the funds; the total
funds, however should be con-
tinuously reviewed and adjusted if
required.

e Apart from that it would be nec-
essary, in particular in crisis situ-
ations, to make the funds of the
EGF also available for preventive
measures, which serve the pres-
ervation of jobs.

Add 8. Trade and Development

Question 14

How can the EU strengthen the
development dimension of its trade
policy? Should the EU pursue a more
differentiated approach in its trade
relations to meet the different devel-
opment levels of the countries?

It is the aim of the current bilateral
trading strategy to achieve maximum
market access for industrial and ag-
ricultural goods with future trading
partners by progressive and mutual
liberalisation. Thereby all products
should be covered by the Free Trade
Agreement and trade ban and restric-
tions should be prohibited or, if there

is no other way, converted into tariffs
through so-called quotas. The number
of sensible products, which are bur-
dened by high tariffs, shall be reduced
to a minimum.

¢ In particular the proposed aboli-
tion of all export restrictions (quan-
titative export restrictions, export
tariffs, export taxes etc) must be
critically analysed. In particular
in developing countries, these
are often important regulatory
instruments, which either serve
to develop important industries
or to secure the domestic supply
situation.

e  With regard to developing coun-
tries, the EU should forego full reci-
procity concerning its demands
for lowering tariffs and reducing
quantitative import restrictions.

In any case, with regard to the
aimed at tariff reductions, one
has to consider the stage of
development of the trading
partners. In certain sectors, tariff
protection may make an essential
contribution to the development of
young industries. The demands of
the EU with regard to market ac-
cess, non-discrimination or regula-
tory harmonisation in their current
form, threaten to undermine de-
velopment potentials.

¢ The EU should demand the imple-
mentation and application of the
ILO Minimum Labour Standards
also from developing countries.
The interest in a recognised mini-
mum of labour standards is above
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all associated with the liberalisa-
tion of international trade and

the financial markets of the last
decades. Increasing globalisation
resulted in the fact that labour
standards became an important
competitive factor. That is why
there are concerns that maijor dif-
ferences result in trade advantag-
es in favour of those countries with
low labour standards, but also to
the situation that new technolo-
gies make it possible to hire work-
ers from countries with low labour
standards. This is why solutions
for fighting poverty by minimum
standards and a better distribu-
tion of income in a globalised envi-
ronment are so urgently needed.

¢ The EU should make financial re-
sources for developing countries
available, which on the one hand
should serve for the compensa-
tion of fallen customs revenue and
for the modernisation of the tax
systems in the partner countries.
On the other hand, financial re-
sources are required to promote
organisational-technical know-
how in the developing countries in
order to enable the better utilisa-
tion of existing trade policy prefer-
ences of the EU.

e Furthermore, institutionalised
monitoring and control mecha-
nisms should be provided in the
FTAs to recognise negative effects
of opening trade on the economic
and employment structure as
well as on working conditions
at an early stage. The integra-
tion of safeguard and revision

mechanisms shall guarantee that
negative developments can be
corrected.

e Participative participation struc-
tures shall serve for the regular
evaluation of the Agreement with
the involvement of employer as-
sociations (in particular SMGs),
worker organisations and the civil
society.

Within the scope of its existing Gen-
eralized System of Preferences, the
EU promotes for developing countries
the compliance of certain human
rights and environmental conventions
as well as the Core Labour Stand-
ards. Based on this incentive system,
selected developing countries are
granted exemption from duty for over
7,000 products. The EU Member States
are, however, hesitant to withdraw
these preferences if the conditions are
not met - as it is demonstrated by the
example of the systematic violation

of trade union rights in Belarus. Only
after two years of wrangling between
the EU Countries the privileges were
are last withdrawn in June 2007. Good
trade relations are often preferred to
the compliance with labour rights. The
AK demands that these preferences
are definitely withdrawn when the ILO
Core Labour Standards are violated.

Add 10. (Enforcement and dealing
with unfair practices)

Question 16

How can the EU best protect its busi-
nesses and interests against trading
partners, which do not comply with
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rules? Are the existing instruments

and priorities sufficient to deal with
unfair competition from third coun-
tries?

The AK supports the application and
expansion of the existing trade protec-
tion instruments of the EU. Basically,
protective measures should always be
initiated if unfair trading practices re-
sult in the fact that jobs in the EU are at
risk or if a certain industry is in danger
of being seriously damaged.

The EU could defend itself against
products, which were manufactured
whilst the ILO Core Labour Standards
were violated. This is a vision from to-
day’s point of view, but it is not impos-
sible: WTO members are already per-
mitted to impose appropriate protec-
tive measures (antidumping tariffs or
import ban) if prisoners are involved in
the production. The EU does currently
not make use of this option. Hence,
the AK therefore believes that in cases
of proven violations of Minimum La-
bour Standards antidumping tariffs
should be imposed in the same way
as it is the case with other unfair and
trade distorting practices. In future, the
EU should request at WTO level that
protective measures are also applica-
ble if other Core Labour Standards are
violated. The AK therefore demands
that in order to combat social dump-
ing in future the disregard of the ILO
Minimum Labour Standards should be
an offence which justifies the use of
antidumping und protective measures.
That is why the violations of ILO Mini-
mum Labour Standards, which have
come to the attention of the Com-

mission, have to be pursued in the
assessments for the introduction of
protective measures. An improvement
in the sense of the workers would be
the integration of trade unions in the
decision-making process on the use
of trade protection instruments. In the
same way as enterprises, they should
be given the opportunity to act as
complainant.

Trade protective measures must also
be applied to imports from Special
Production Zones, where national
Labour law has been abrogated. A
general ban on imports should be im-
posed on goods from special produc-
tion zones because the operation of
such production zones suggests that
one expects export advantages by the
targeted abrogation of labour laws.

The application of trade policy pro-
tective measures should take the
individual stage of development into
account, whereby all individual cases
should be examined. For reasons of
development policy considerations,
anti-subsidy measures against devel-
oping countries should not be forced.
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For further information please contact:

Eva Dessewffy

(expert of AK Vienna)

T +43(0) 1501 65 2122
eva.dessewffy@akwien.at

as well as

Frank Ey

(in our Brussels Office)
T +32(0) 2 230 62 54
frank.ey@akeuropa.eu

Bundesarbeitskammer Osterreich
Prinz-Eugen-Strasse, 20-22
A-1040 Vienna, Austria

T +43(0) 1501 65-0

F +43 (0) 1 501 65-0

AK EUROPA

Permanent Representation to the EU
Avenue de Cortenbergh, 30

B-1040 Brussels, Belgium

T +32(0) 2 230 62 54
F+32(0)22302973
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