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The rise of bilateralism and resource scarcity 
demand more flexibility from EU trade 
policymakers. At the same time, trade policy 
can no longer be kept separate from 
environmental and social goals. 
With a new role for the European Parliament 
in approving trade deals, the Union has added 
democratic legitimacy to its market power. 
These are tools it has recently used to conclude 
a new, wide-reaching Free Trade Agreement 
with Korea. Other trade agreements are being 
negotiated. 
Including conditionality clauses in trade deals 
can help resolve conflicting foreign policy 
objectives, while adding to the EU's legitimacy 
as a socially conscientious partner. Proponents 
also point out that including environmental 
and social objectives can help raise the game 
and make such issues more acceptable in 
multinational forums, such as the WTO. 
But equally, conditionality risks weakening the 
EU's negotiating position, creating market 
distortions or disadvantaging the EU vis-à-vis 
other major trade players. 
Globally, the EU's social and environmental 
record in trade diplomacy is already ahead of 
other major trade players like the United 
States and - especially - China.  Only Japan has 
so far led the way with concrete, enforceable 
provisions to protect the environment via 
trade. 

 

In this briefing: 

 Issue definition 

 Conditionality in EU trade at present 

 Pros & cons of conditionality in FTAs 

 The global context 

 Main references 

Issue definition 

The collapse of communism and the 
emergence of China as a major player in 
world trade were the key factors behind the 
increase in bilateralism and regionalism (and 
a reduced role for the WTO) in international 
trade heading into the 21st Century. 
Regional blocs now compete for access to 
emerging markets and raw materials1. One 
consequence has been an enormous growth 
in bilateral and regional free trade 
agreements (FTAs). 

The focus of these agreements is no longer 
on simply lowering import tariffs on goods - 
an issue which defined the globalisation 
agenda of the WTO in the last century. In 
most cases import tariffs are already low, 
and now the key questions concern less 
visible barriers such as export subsidies, 
regulatory impediments and protectionism 
in government procurement markets. The 
EU, as the world's leading trade bloc, is 
negotiating assertively to protect European 
interests on the global stage. 

EU environmental and social goals 
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But even as the EU seeks to maintain its 
competitive position, issues relating to 
protection of the environment and the 
advancement of social justice and 
democracy - for which Europe has 
traditionally been an advocate - are 
becoming more urgent than ever. 

Recent high-profile failures to advance the 
climate-change agenda through 
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international treaties alone point to the 
need for global leaders to integrate their 
climate concerns into other aspects of their 
foreign policy. Environmentalists are calling 
on the Union to move beyond "sustainable 
trade" and towards "sustainability through 
trade"2, by means of conditionality clauses 
in trade agreements.  

Although the EU was an early advocate of 
including environmental goals in trade 
discussions at the GATT/WTO level, little has 
been done to make any of the EU's early 
trade agreements conditional on meeting 
binding, environmental objectives. 

In terms of the EU's social goals, it has 
become ever more apparent that 
development and democratisation policies 
which are not fully aligned with the EU's 
trade agenda will not be fully effective. 
Whether this means that the EU would cut 
trade links with corrupt regimes is unclear, 
but certainly there is room for more 
conditionality in further trade enhancement. 
As figure 1 shows, the EU is a major market 
for some of the world's most corrupt and 
least democratic countries.  

Figure 1 - EU trade (2009) with some of the world's 
most corrupt and least democratic countries  

Partner 
country 

Share of 
total 
exports 
sold to 
the EU 

Corruption 
Perception 
Ranking 
(1 is least -, 
178 is most 
corrupt) 

Democracy 
Ranking  
(1 is most -, 167 is 
least democratic) 
 

Afghanistan 43% 178 150 
D. R. Congo 33% 164 155 
Côte d'Ivoire 59% 146 139 
Saudi Arabia 11% 50 160 
Sudan 16% 172 151 
Uzbekistan 12% 172 164 
Vietnam 9% 116 140 
Zimbabwe 9% 134 146 

Source: Eurostat, EIU, Transparency International 

Conditionality in EU trade at present 

Prior to the 1970s the EU's implicit policy on 
conditionality in trade was that respect for 
human rights would come as a natural result 

of development, and conditionality clauses 
were therefore unnecessary.  

The first explicit human rights clause was 
included in the 1990 EEC-Argentina 
cooperation agreement, but only at 
Argentina’s request. 

EU-Chile Association agreement 
The EU's next step came later, with the 
conclusion first of a Framework Agreement 
in 1999, then of a more specific Association 
Agreement in 2002, with the Republic of 
Chile.  

The Association Agreement provides for the 
parties to take "appropriate measures" 
under international law, but its remedies 
section makes clear that "appropriate 
measures" are to be structured so as to 
minimise the impact on the functioning of 
the Agreement. In other words, if Chile were 
to violate a clause on human rights, this 
would not automatically trigger an impact 
on trade. 

Indeed, in its report on the Framework 
Agreement which underpinned this FTA, the 
European Parliament made clear that, 
although it welcomed the inclusion of 
democratic values and fundamental human 
rights in the agreement, it felt that both 
parties "must give practical content to the 
democracy clause, rather than merely pay 
lip-service to it." The clause concerning the 
environment is vague and aspirational. It 
contains no concrete benchmarks for 
pollution reduction. 

Since the Agreement's full entry into force, 
Chile's democracy ranking has slipped from 
30th place to 33rd place, according to the 
EIU democracy index3. But as the agreement 
lacks any solid benchmarks, the Commission 
has not invoked any of the provisions of the 
Association Agreement to encourage faster 
or more effective democratic reform. 

Positive conditionality under GSP+ 
The EU's extensive use of the Guaranteed 
System of Preferences+ (GSP+) represents 
an important step in the direction of what is 

http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2002:352:0003:1439:EN:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2002:352:0003:1439:EN:PDF
http://www.europarl.europa.eu/sides/getDoc.do?type=REPORT&mode=XML&reference=A4-1997-0023&language=EN
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termed 'positive conditionality'; that is, the 
EU rewards third countries for advances in 
human rights and governance by granting 
them unilateral preferential access to the 
Union's markets. The environment is also 
addressed through a requirement that GSP+ 
beneficiaries ratify the Kyoto Protocol. 

Although the GSP+ system already places 
the Union at the forefront of global efforts 
to use trade to achieve conditionality, it is 
both limited and controversial. 
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The limits arise because of the non-
discriminatory nature of the system, which 
thereby does not allow it to take into 
account individual characteristics of third 
countries. Further, because it is strictly a 
system of 'positive conditionality', it does 
not provide for punitive trade measures as a 
response to grave human rights violations. 
Questions have also been raised concerning 
the distortive effects which GSP+ may have 
on competition among third countries, 
particularly in light of the lengthy 
application procedure. 

Enhanced role for the EP 
With the entry into force of the Lisbon 
Treaty, the European Parliament gained new 

powers in the area of foreign trade policy. 
Article 207 TFEU vests the power of 
implementing the EU's common commercial 
policy with the Parliament and the Council 
under ordinary legislative procedure, while 
Article 218 TFEU grants the EP the power of 
consent for decisions taken by the Council 
to conclude most types of international 
agreements.  

This enhanced role for the EP suggests that 
the use of conditionality to promote 
environmental and social objectives in FTAs 
will increase in the future. In a November 
2010 resolution, the EP called for the 
inclusion of conditionality through the 
incorporation of the concept of Corporate 
Social Responsibility (CSR) in trade deals. 

This resolution also calls for the inclusion of 
clauses in FTAs which provide for the 
establishment of "joint parliamentary 
monitoring committees" composed of MEPs 
and parliamentarians from the third country. 
Such a move could enhance the 
enforceability of conditionality clauses, as 
well as democratic accountability in foreign 
trade policy. 

 
Figure 2 - Select FTAs ongoing and concluded between the EU and the rest of the world 

ongoing

concluded

EU - Canada

EU - Mercosur

EU - India

EU - Vietnam

EU - Korea

25.4

32.3

17.7

35.2

21.6

27.3

22.4

7.8

3.8

27.6

35.2
27.3

Imports into the EU-27 (bn EUR, 2009)
Exports from the EU-27 (bn EUR, 2009)

 
Source: Eurostat, DG Trade 

http://www.europarl.europa.eu/oeil/FindByProcnum.do?lang=en&procnum=INI/2009/2201
http://appsso.eurostat.ec.europa.eu/nui/show.do
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New EU-South Korean FTA 
In 2010, the EU concluded a new FTA with 
South Korea. In addition to its ambitious and 
wide-reaching trade agenda, the agreement 
marks the first of its kind, in that it was the 
first FTA concluded under the new EP 
powers of consent4. 

The Korean FTA includes an ambitious 
chapter on sustainability, covering both 
environmental and social dimensions. 

The agreement makes clear that 
harmonisation of labour or environmental 
standards is not within the remit of the FTA, 
but rather that each country should respect 
its own laws in these areas. This reflects a 
long-standing practice in environmental 
clauses of EU trade agreements; a practice 
which has often been criticised by 
environmentalists who feel that 
environmental benchmarks should be 
above national politics, and hence truly 
international. 

Furthermore, the sustainability provisions 
are addressed as a complete chapter, and 
thus carry the same weight as other, trade-
focused provisions, as opposed to being 
relegated to an appendix, annex or protocol. 

The definition of sustainability, as a broad 
concept, goes beyond the scope adopted by 
previous association agreements. An 
additional element is the inclusion of a 
specialised committee charged with 
monitoring the implementation of the 
sustainability chapter. 

However, there is no element of democratic 
oversight through the involvement of 
parliamentarians from the EP and the 
Korean National Assembly. 

Pros & cons of conditionality in FTAs 

Advantages of conditionality 
Most obviously, conditionality allows the 
Union to reconcile foreign policy goals which 
are sometimes contradictory. Commitment 
to achieving wider policy aims such as the 
Millennium Development Goals requires 

that trade not be enhanced at the expense 
of the environment or human rights. 

In addition, the EU's insistence on meeting 
secondary objectives in trade gives the 
Union additional credibility. This may help 
governments to overcome scepticism 
among domestic groups with an anti-
globalisation agenda. Also, it may facilitate 
the conclusion of future trade deals, as the 
EU comes to be relied upon as a 'sustainable 
trading partner'. 

Although more cynical players, such as 
China, may gain short-term benefits from 
concluding trade deals that lack social 
conscience, in the long term the costs of 
reputational damage may undermine their 
negotiating position. 

Another advantage of conditionality is that 
it may raise the game beyond the scope of the 
EU's bilateral engagement. The more the 
environment and human rights are 
addressed bilaterally, the easier it will be for 
these issues to be addressed within 
multilateral forums such as the WTO. 

Disadvantages 
The most obvious disadvantage of 
conditionality is that it can weaken the EU's 
negotiating strength, thus making it harder 
to achieve favourable terms on other issues. 
The more demands EU negotiators are 
forced to put on the table, the more they 
will have to compromise. 

A second, frequently cited, argument 
against conditionality is that it risks 
alienating potential partner countries. With 
new blocs to choose from, partner countries 
in the developing world may stall or water 
down deals with the EU in favour of more 
ambitious trade deals with blocs that do not 
require demanding democratic or 
environmental standards. 

Beyond this, some analysts have argued that 
conditionality is patronising. They see it as a 
modern example of European paternalism 
and note that it is perceived by officials in 

http://trade.ec.europa.eu/doclib/press/index.cfm?id=443
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developing countries as a modern extension 
of Europe's colonial past. 

Even positive conditionality may have 
detrimental unintended consequences. For 
instance, if the EU confers a trade advantage 
on one country, it may disadvantage its 
neighbours. Such distortions in terms of 
market access can hurt economic growth 
and ultimately lead to a deterioration in 
human rights or the environment.  
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The global context 

China  
China is unique among the major players in 
bilateral trade diplomacy in that it does not 
require human rights and environmental 
clauses in its FTAs. A notable example is the 
2005 FTA concluded with Chile, China's first 
bilateral trade agreement. Chile has 
emerged as a crucial global supplier of vital 
raw materials such as copper and lithium. 
China and Chile have recently strengthened 
trade ties, and China invested $50bn in 
Chilean mining industries. 

United States 
US FTAs tend to be uniform in application. 
They do not take into account the individual 
characteristics of the partner country5, but 
instead focus solely on the commercial 
realities of US exporters, an approach which 
has come to be known as the "gold 
standard" of bilateralism, and which the EU 
is increasingly starting to imitate. 

In terms of environmental clauses, the US 
limits these to protection against the risk of 
unfair competition which would distort 
trade, arising from the non-application of 
minimum environmental standards. 

On the other hand, NAFTA is considered to 
have been groundbreaking in linking the 
regulation of social issues to trade, via the 
North American Agreement on Labor Co-
operation. However, this is hardly typical of 
the US approach to social conditionality in 
trade, and outside its immediate concern for 

labour standards at its southern border, the 
US has done little to make binding social 
protections a part of its FTAs. 

Japan 
Unlike the US, and even the EU, Japan's 
approach to environmental clauses in FTAs 
is unique in terms of its inclusion of more 
detailed provisions for cooperation on 
Multilateral Environmental Agreements 
(MEAs)6. For example, the Japan-Mexico FTA 
of 2004 provides for cooperation regarding 
the Clean Development Mechanism under 
the Kyoto Protocol. However, these 
provisions remain non-binding, in that the 
Agreement explicitly excludes them from 
the dispute resolution system. 

Further reading 

The Application of Conditionality in the EU's 
bilateral trade agreements and other trade 
arrangements with third countries, Policy 
Department External Policies, European 
Parliament, 2008. 

Bilateral and regional trade agreements: 
commentary and analysis, Lester S and Bryan M, 
Cambridge University Press, 2009. 

The rise of bilateralism: Comparing American, 
European and Asian Approaches to Preferential 
Trade Agreements, Heydon K and Woolcock S, 
United Nations University Press, 2009. 
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Endnotes  
 

1 "Bilateral and Regional Trade Agreements as a Challenge to the Multilateral Trading System", Herrman C in Aussenwirtschaft: 
Schweizerische Zeitschrift für internationale Wirtschaftsbeziehungen, September 2008. 

2 'Sustainable trade' is defined as trade policies which encourage growth through liberalisation of trade, but without doing 
further damage to social structures or to the environment. Its legal basis can be found in Article 207 TFEU, "The common 
commercial policy shall be conducted in the context of the principles and objectives of the Union’s external action." 
'Sustainability through trade' is a more proactive concept, implying that the EU can use its trade weight to advance its 
sustainability agenda. 

3 Ranking relate to data from the EIU reports for the periods 2007 and 2010. 

4 In its report of 28 June 2010, the EP's INTA committee proposed a number of amendments to the FTA, including important 
provisions to clarify the "safeguard measures" which would apply in the case of a surge of imports resulting from the 
application of the FTA. The EU's car industry was the main concern here. 

5 The rise of bilateralism: Comparing American, European and Asian Approaches to Preferential Trade Agreements, Heydon K and 
Woolcock S, Unite d Nations University Press, 2009. 

6 Although the EU-South Korea FTA makes explicit reference to MEAs in the sustainability chapter, the text is rather vague. The 
parties merely "reaffirm their commitments to the effective implementation ..." of MEAs to which they are party. 

http://www.economist.com/media/pdf/DEMOCRACY_INDEX_2007_v3.pdf
http://graphics.eiu.com/PDF/Democracy_Index_2010_web.pdf
http://www.europarl.europa.eu/oeil/file.jsp?id=5842272

