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I. PARTICIPANTS

Representatives of the following countries were present: Argentina (President of WG1), the United States of America (Vice President of WG1), Brazil (President Pro Tempore of the Conference), El Salvador (President of WG2), Canada (Vice President of WG2), Barbados, Chile, Costa Rica, the Dominican Republic, Ecuador, Guatemala, Honduras, Jamaica, Mexico, Nicaragua, Panama, Peru, Suriname, Trinidad and Tobago, Uruguay, and Venezuela; together with representatives of the Conference’s advisory bodies: the Trade Union Technical Advisory Council (COSATE) and the Business Technical Advisory Committee on Labor Matters (CEATAL); and representatives of the following international agencies: the Caribbean Community (CARICOM), the International Labor Organization (ILO), the Economic Commission for Latin America and the Caribbean (ECLAC), the World Bank, the Inter-American Development Bank (IDB), the Organization of American States (OAS) (the Unit for Social Development and Education, the Trade Unit, the Office of Summit Follow-Up). Other agencies present: North American Commission for Labor Cooperation, Commission for the Verification of Corporate Codes of Conduct (COVERCO).

II. BACKGROUND AND OBJECTIVES

The Salvador Plan of Action called on the IACML to continue studying the labor provisions in emerging free trade agreements; to elaborate options emphasizing cooperation to allow for better implementation of labor commitments; and, to conduct further enquiry into the effects of economic integration on labor markets.  The Plan of Action also called for greater interaction between Ministries of Labor and other relevant ministries, as well as continued participation in the work of the IACML by COSATE, CEATAL, and key international organizations. 

The Workshop on the Impacts of Integration and Trade on Labor, held on May 11, 2003, responded to those directives.  Its objective was to provide an opportunity to learn about different modalities for treating labor in the context of the free trade agreements (FTAs) of the hemisphere; to consider in greater depth the interrelations between trade negotiations, labor, and the role of the Ministries of Labor; and to improve the ability of the Ministries of Labor to analyze and understand the impacts of integration and trade on labor.

III. SUMMARY OF THE MEETING

Welcome Remarks

Sofialeticia Morales, Director of the OAS Unit for Social Development and Education 

Ms. Morales welcomed the participants to the OAS and stressed the importance of the opportunity the workshop offered for examining the impacts of free trade agreements and the dynamics of regional integration on the labor market.  She also mentioned that the workshop was very timely, given the recent signature and on-going negotiation of several bilateral and multilateral trade agreements, and the current status of the FTAA.  Lastly, she invited those present to participate in a constructive discussion and underscored that the results of the workshop should enhance the work of IACML Working Group 1, “Labor Dimensions of the Summit of the Americas Process.”  

Julio Rosales, Coordinator for International Affairs, Ministry of Labor, Employment and Social Security, Argentina


Mr. Rosales stressed that the globalization process should emphasize recovery of the values of social justice and solidarity, generation of quality employment, and integration of areas of government to design economic policies and channel the regional integration processes towards social and labor goals.  To recover these values of social justice and solidarity, which imply the generation of quality employment and a fair distribution of income, it was necessary to implement policies on minimum wages, promotion of collective bargaining, and simultaneous stimulation of the domestic and the external market, which, in conjunction with investment promotion policies, would lead to sustainable and integrating development. These strategies should include the use of policies that promote education and professional training, as well as investment in science and technology.  Moreover, the process of regional integration should be used as a tool to build bridges between nations to ensure fair and mutually-supportive development, in which all sectors participate. 

Jorge Perez-Lopez, Director of International Economic Affairs, U.S. Department of Labor

The mandate for our work on labor and integration and trade is directed by the vision of our Heads of State in the Third Summit of the Americas, who recognized that employment is the most direct way in which economic activity is linked to the improvement of the standards of living of our citizens, and, that true prosperity can only be achieved if it includes protecting and respecting basic rights of workers and promoting employment opportunities. Well-functioning labor markets, appropriate safety nets, a trained and stable workforce, and compliance with internationally recognized core labor standards provide a vital foundation to translate the gains of increased capital flows and technological investments into tangible improvements in the lives of individuals.  This demands an essential role for labor ministries, in providing the resources and information that will help prepare workers and employers to adjust to economic changes.  

Opening - Report of the Troika on its presentation to the FTAA Ministerial Meeting in November 2003

Carlos Alberto Ramos, Consultant to the Ministry of Labor and Employment, Brazil 

Mr. Ramos underscored that the Ministry of Labor of Brazil considered that the economic growth arising from the integration processes should be examined in terms of its impact on poverty reduction, social exclusion and promotion of opportunities. The Ministry of Labor of Brazil stressed the need:

1. To promote greater collaboration among ministries of labor through the exchange of information and successful experiences, taking into account the context of each country; to harmonize statistics, to establish links, and to reduce the possible a trade-off between economic objectives and social needs and objectives. 

2. To support the participation of trade unions, business organizations and international organizations to complement State interventions that support social objectives and the strengthening of social structures.

Kevin Banks, Director, Office for Inter-American Labor Cooperation, Human Resources and Skills Development Canada

Mr. Banks presented the most important points of the speech made by the Minister of Labor of Canada, Claudette Bradshaw, at the FTAA Ministerial Meeting.  During her presentation, the Minister underscored that the mission of the Ministers of Labor to ensure that workers obtain advantages from globalization could be achieved by placing an emphasis on human capital, on the more efficient use of technology, on the creation of working methods focused on productivity and cooperation, and also on the consolidation of efficient and equitable labor markets.  She also stressed the need to work together to overcome the obstacles in the region, and to collaborate and work in partnership and in the same direction with Governments, trade union organizations and business organizations. 

María del Socorro Gómez, Director of OAS Affairs, Secretariat of Labor and Social Protection, Mexico

Ms. Gómez underscored that, when he took the floor before the FTAA Ministerial Meeting, the Mexican Secretary of Labor, Mr. Abascal, had suggested that the Ministries of Labor needed to play a more active role in incorporating the social and labor dimension into economic policies and in strengthening the capacity to collaborate with other ministries. To attain these goals, it was necessary to intensify dialogue in the hemisphere, recognizing the “individual” as the author and beneficiary of labor, and strengthening the human dimension of integration.  Finally, he had concluded that the benefits of globalization would only be attained if free trade fostered effective development of each economy and translated into genuine opportunities of decent employment for all. 

Panel 1 – Framing the discussion

Jose Manuel Salazar, Director of the Trade Unit, Organization of American States

Mr. Salazar made a presentation on “Trade, development and labor rights in the Americas in 2004, and perspectives.” His talk covered aspects of the relationship between trade, development and poverty reduction, the status of the FTAA negotiations, the Hemispheric Cooperation Program, the trends and perspectives of hemispheric integration, and the labor dimension of free trade agreements. His principal conclusion indicated that free trade was a necessary but insufficient step towards economic growth and poverty reduction. As regards other necessary conditions, one of the most important was governance, which required establishing institutional rules and procedures. Trade agreements would have significant effects on increasing exports and investment, but they were not a development strategy; the extent of their effects would depend on each country achieving consensus on a complementary agenda of policies.  In the production and social areas, this complementary agenda would include: promotion of the exports of small and medium size enterprises, attraction of investments, particularly in rural areas, promotion of innovation and labor training programs, better social security coverage, increased investment in human capital, and a special emphasis on the incorporation of women into the labor market, addressing equity as a political objective. 

Virgilio Levaggi, Regional Specialist, Regional Office of the International Labor Organization (ILO) in Lima

Mr. Levaggi’s presentation focused on the issues of democracy, poverty and free trade, and their interrelation with the labor dimension of integration. In his analysis, he stated that the normative dimension of labor was not the principal element; instead this was the generation of more and better work opportunities and posts.  He described the need for countries to respond effectively to the integration processes by consolidating their adjustment policies in order to reduce the negative effects.  Lastly, he mentioned two key strategies: at the international level, the use of economic integration strategies to learn to compete; and, in the national context, the generation of quality employment.

Pablo Lazo, Ministry of Foreign Affairs of Chile 

Mr. Lazo described Chile’s viewpoint regarding the incorporation of labor standards, based on its experience with free trade agreements. He indicated that the need to incorporate labor standards into FTAs arose from: the demands of trade union organizations and civil society, the linkage between trade and labor, to decrease unilateralism, the principle of political realism, and the Chilean political consensus.  Regarding current challenges, Mr. Lazo spoke of: institutional capacity building and the need to make a joint effort in the areas of comprehensive policies on social development, labor inspection and labor justice, education, permanent skills development and professional training, the danger of exclusion, social protection, and the capacity of adaptation of labor markets, particularly in the informal sector. 

Panel 2 – The Treatment of Labor in the Free Trade Agreements

U.S.-Chile Free Trade Agreement: Yerko Ljubetic Godoy, Deputy Secretary of Labor and Social Security of Chile
Mr. Ljubetic began his presentation by saying that Chile’s experience in the FTA with the United States had been satisfactory. The normative framework of the FTA included the activation of mechanisms for dispute resolution. Two instruments had been developed as an adjustment system: an active one, which established adequate levels of information on the labor market; and a passive once, with unemployment insurance as a means of confronting situations of survival and social protection for unemployment. In the area of training, policies had been revised and adjusted to confront situations of loss of employment and high labor rotation, as well as to provide greater skills for the labor market. In the area of political and economic legitimation, there was permanent public interest in integration, because the FTA implied benefits and boosting economic activities related to trade, in addition to the creation of wealth with improved distribution. Policies had also been established to provide incentives for social dialogue, the expansion of collective bargaining mechanisms, and the strengthening of trade union mechanisms.

Canada-Costa Rica Free Trade Agreement: Bernardo Benavides, former Minister of Labor, Costa Rica

Mr. Benavides presented the Canada-Costa Rica Free Trade Agreement, which follows the NAFTA model of negotiating and signing an agreement in parallel to the principal one; however, one innovation was the inclusion of a procedure for collaboration between the two countries. This collaboration procedure respected the differences between a developing country with significant levels of poverty and a limited level of labor regulation, such as Costa Rica, and a country with totally different conditions, such as Canada.  The procedure to guarantee compliance with legislation and the effective application of labor standards consisted in a cooperation mechanism, governed by a Ministerial Council, which coordinated application of the agreement on labor legislation, and by a review panel, made up of neutral public figures chosen by the countries. This model of collaboration began in April 2003 and had made important progress in modernizing labor inspections and the Costa Rican alternative dispute resolution system.

Central American Free Trade Agreement: Cesar Guillermo Castillo, Deputy Minister of Labor and Social Security, Guatemala

Mr. Castillo underscored that, within the framework of the CAFTA, the parties had agreed: to adapt labor legislation to international standards; to enforce the application of labor legislation; to establish effective access to labor justice, and to establish cooperation mechanisms and capacity development.  To fulfill these agreements, it was recommended that the Ministries of Labor should receive preparation, that an arbitration unit and a negotiation unit should be established to avoid conflicts and exhaust the dialogue stage, that a Labor Advisory Council should be created, and that labor policies should be redefined to guarantee a favorable environment for investment and trade.
North American Free Trade Agreement: Eduardo Velasquillo, Director of NAALC Affairs, Secretariat of Labor and Social Protection, Mexico

Mr. Velasquillo began his presentation by explaining that the North American Agreement on Labor Cooperation (NAALC) arose as a parallel agreement to NAFTA, in order to improve working conditions and the standard of living of workers.  In the Agreement, he underscored the cooperation between the three member countries and the commitment of the competent national authorities to apply national labor legislation effectively.  Among cooperation activities, he highlighted seminars, training courses, technical assistance, and exchanges of best practices, with extensive participation by representatives of trade unions, the private sector, academics, and non-governmental organizations (NGOs). The NAALC report of activities for 1994-2004, stressed the high level of dialogue and cooperation, the active participation of society, and the permanent communication achieved through the agreement between the Ministers of Labor of the three countries.
MERCOSUR: Gerardo Corres, Sub-Coordinator of International Affairs, Ministry of Labor, Employment and Social Security, Argentina

Mr. Corres underscored the MERCOSUR Social and Labor Declaration, which promoted the concept of equality above and beyond its normative dimension. He stressed the need to strengthen the system of labor relations by increasing the participation of social actors, and to create a system of reports with information on the progress made by countries in complying with their social and labor commitments.  In the context of MERCOSUR, in addition to the Social and Labor Declaration, important agreements had been achieved; they included the Resolution of the Common Market Group and the Presidential Declaration on the eradication of child labor.  He emphasized that, among other principles, the Social and Labor Declaration recognized freedom of association, collective bargaining, the obligation not to discriminate, and the elimination of forced labor.

Panel 3 - Perspectives and Responses of the Private Sector

Ericson Crivelli, President of the Trade Union Technical Advisory Committee (COSATE) 

In his presentation, Mr. Crivelli emphasized the need to combine social policies with economic policies. This combination was particularly important between ministries of labor and ministries of trade, when implementing trade strategies with social objectives.  Among ways in which the combination of social policies could be organized, he described the creation of shared values in the ministries of labor and trade through a mechanism for permanent dialogue, and the strengthening of the link between human rights and labor rights. Lastly, Mr. Crivelli reiterated the “Joint Declaration of COSATE and CEATAL at the XIII IACML,” highlighting the proposal that they cease being advisory bodies and become consultative bodies. 

Ruben Cortina, Vice President of COSATE

Mr. Cortina called for the discussion to focus on regional integration processes and not merely on the free trade processes parallel to the hemispheric integration processes.  He stated that when speaking of trade, we should refer to fair and regulated trade.  As for the norms, evidently it was not necessary to have a free trade agreement in order to ensure that countries comply with their labor legislation. Cooperation should exist above and beyond the signature of agreements and, in that respect, the regional instruments should be used.

Adam Greene, Representative of the Business Technical Advisory Committee on Labor Matters (CEATAL)

Mr. Greene stated that economic growth depended on domestic conditions and that foreign trade was a secondary factor.  He also argued that, in order to advance towards economic growth and social protection, action should first be taken at the domestic level. Starting “with one’s own home” meant strengthening domestic capabilities to support national institutions.  Trade liberalization and labor protection were mutually inclusive, when the rules of trade and the rules of labor did not interfere with local regimes. The key elements were: to achieve national implementation, and to comply with the rules. 

Andrés Yuren, Representative of CEATAL

Cooperation between OAS and ILO should continue to be strengthened so as to guarantee that consensuses on the creation of employment and on labor rights were taken into account in the integration processes. Because their conclusions and recommendation were focused on the subregional processes, the ILO studies on labor-related aspects of the integration agreements and free trade agreements in the Americas did not tie-in with the regional process.  Furthermore, they did not comply with the terms of reference that had been agreed on for their elaboration, and it would appear that some of the authors were unaware of the consensuses in the international sphere and in the context of ILO.  CEATAL urged ILO to take these comments into consideration and suggested that the preliminary studies should not be published or distributed, unless they were adjusted to the terms of reference.   

Homero Fuentes, Representative of the Commission for the Verification of Corporate Codes of Conduct (COVERCO)

Mr. Fuentes presented the viewpoint of COVERCO on the economic integration processes and the free trade agreements. In his presentation, he revealed the failings in the application of labor legislation and the limited structural capacity of the Ministries of Labor.  He also underscored the importance of taking into account the proposals of the private sector, NGOs, and civil society organizations when applying labor norms, and of promoting public and private partnerships. In these circumstances, he considered that key elements were the right to freedom of association, trade unionism and collective bargaining. 

Panel 4 – Implications of Globalization and Integration for the Informal Sector

William F. Maloney, Office of the Chief Economist for Latin America and the Caribbean, World Bank 

Mr. Maloney presented a recent World Bank study which revealed that evidence – economic, sociological and anthropological – from Latin America suggested that, in developing countries, the informal sector was composed mainly of the non-regulated micro-enterprise sector, and was not necessarily a disadvantaged residue of the segmented labor markets.  It appeared that most of those who were self-employed had taken the decision voluntarily, many of them attracted by the flexibility and the higher earnings.  In Brazil, for example, 62% of the self-employed stated that they did not want a job in the formal sector.  The traditional dualist theory (according to which, the workers in the informal sector were forced to enter the informal sector during recessions) was relevant when there were profound recessions and significant labor distortions, but recognizing the significant voluntary component of those belonging to the informal sector had a major impact on the definition of policies.

Gustavo Márquez, Principal Labor Advisor, Inter-American Development Bank (IDB)

Mr. Márquez referred to the IDB report “Good Jobs Wanted” and underscored that the concept of “informality” was not included, because it was an ambiguous concept, which made no reference to the size of the enterprise. The use of labor in unregulated conditions existed in both micro-enterprises and large enterprises. The fundamental issue, in relation to the informal sector, was labor policies, and the question that arose was: how to design labor policy when 50% of the population was not under its jurisdiction?  “Informality” was a much more complex phenomenon and, in this respect, the issue of combating informality would have to involve other aspects, including fiscal policy.

Victor Tokman, Presidential Advisor, Office of the President of the Republic of Chile

Mr. Tokman made a presentation entitled “The informal sector in a globalized world: a pro-active response to emerging opportunities.” His presentation described three processes that occur simultaneously:

1) From survival to integration. The major changes in national and global economies offered new opportunities (productive decentralization) and new problems (increasing exclusion). The challenge was to link the informal sector to dynamic markets.

2) From individualism to a modern labor culture. In this process, new strategies for competitiveness needed to be designed around changes in individual and group behavior, and around the lessons learned from globalization by the new entrepreneurial culture.   

3) From informality to economic citizenship.  Current policies struggled between persecuting and recognizing the informal sector. The truth was that, to facilitate integration, rights had to be granted in order to comply with obligations. Policies should be directed at achieving full economic citizenship.

Panel 5 – Assessing the Labor Market Impacts of Integration 

Michael Abbott, Labor Economist, North American Commission for Labor Cooperation

Mr. Abbott suggested that several methodologies had been used to explain the impacts of NAFTA on the labor market; nevertheless, there were still diverse non-methodological limitations, such as the short existence of the agreement and problems related to the comparability of information.  No consensus had been reached on the effects of NAFTA on employment, and the results of relevant studies tended to depend on the variables and assumptions of each model.  Regarding the effects of NAFTA on wages and inequality of earnings, studies showed that there was no real evidence of an increase in wages owing to NAFTA and that, although inequality in earnings had increased, this could not be attributed directly to NAFTA.  Some of the lessons learned from the studies on the impact of NAFTA were: the larger and more open countries tended to be less affected by a single agreement; there was no consensus in the economic community on the methodology that was best adapted to these analyses; the determination of an appropriate methodology depended on the purpose of the study (prognosis or evaluation), and the availability and comparability of the data. 

Gregory Schoepfle, Research Director, U.S. Department of Labor

In his presentation, Mr. Schoepfle considered that it was difficult to analyze the impacts of trade liberalization, since existing barriers to the trade of goods and services could not be quantified.  However, analyzing elasticity (the range of reactions of the producer and consumer to changes in prices), it could be concluded that, when liberalizing trade, it was advisable to remove tariffs gradually to ensure a less damaging impact.  In this respect, the experience of the United States was relevant for the different free trade agreements, because it had entered into this type of agreement with barriers at low levels.  In addition, it had not experienced serious negative impacts on employment, given the magnitude of its economy in comparison with that of its trading partners. One of the most important factors for dealing with the impact of trade liberalization was to have a business environment that allowed for the creation of employment, a regulatory framework, and appropriate macro-economic policies. 
Raquel Artecona, Regional Trade Advisor of the Economic Commission for Latin America and the Caribbean (ECLAC)

Ms. Artecona presented the Latin American experience in trade liberalization and labor markets.  In general, trade liberalization had had negative effects in the short-term; the effects depending on the rhythm of the implementation of reforms, the degree of macro-economic instability, and the need for fiscal adjustment. The impact of trade liberalization on employment was differentiated, because taking advantage of opportunities depended on a series of factors (micro, meso, macro), whose level of development was different in each country and sector.  General comments on the Latin American experience in regional integration and labor markets were:  1) solid and sustainable economic growth was a pre-requisite for the generation of employment; 2) integration of the in-bond assembly industry (maquila) into the national production structure should be strengthened, establishing links with small and medium size enterprises; 3) small and medium size enterprises should complement the capital-intensive structure that dominates the production structure; 4) synergies should be established between suppliers and enterprises in order to achieve higher productivity; and 5) access to unemployment insurance and benefits should be ensured to facilitate the transition from one job to another.

Closing Session
Ambassador Ross Wilson, Principal Negotiator of the Free Trade Area of the Americas, Office of the United States Trade Representative

In 1994, the leaders of the hemisphere asked for the progressive reduction of trade barriers within the framework of the FTAA, in the understanding that free trade was the key to reducing poverty, promoting development and protecting the environment and employment. Collective action to protect workers’ rights, based on the legislation of each country, was contemplated in the FTAA; to that end, it was necessary to work with the Ministries of Labor.  The current debate on the labor provisions of the FTAA focused on finding an appropriate balance between labor rights and obligations.  The United States continued to be committed to the FTAA and to the process of the Summit of the Americas, of which the Inter-American Conference of Ministers of Labor (IACML) was a fundamental part.
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