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EMPLOYMENT AND SOCIAL AFFAIRS

TTIP AND LABOUR STANDARDS
BACKGROUND

In February 2013, the European Union (EU) and the United States of America (US) started the procedures
necessary for initiating formal negotiations on a free trade agreement, referred to as the “Transatlantic Trade and

Investment Partnership” (TTIP). The TTIP will follow EU and US recent trade policy practice to
include labour provisions. The bargaining mandate of the EU Commission from June 17 2013
points out that TTIP should promote high levels of protection for labour, consistent with the EU
acquis. It should “not encourage trade or foreign direct investment by lowering domestic labour [...]

legislation and standards, or by relaxing core labour standards”. In its resolution, adopted on 8 July 2015, the
European Parliament equally underlines the importance of ambitious, binding and enforceable labour standards.
The agreement should aim at the full ratification and implementation of the eight fundamental International
Labour Organisation (ILO) conventions and at further improving levels of protection of labour.

FOCUS OF THE STUDY

This study TTIP and Labour Standards analyzes the possible effects of TTIP on
labour conditions in the European Union (EU), the United States (US) and third
countries. It is based on a literature review, an evaluation of labour provisions
in recent EU trade agreements and an assessment of stakeholder positions.
The study goes beyond the Trade Sustainability Impact Assessment by the
Commission in adopting a broader view on labour standards. A second study
by Policy Department A is focused on TTIP and Jobs.

KEY FINDINGS

1. What do we know about the effects of trade liberalisation and labour provisions

Theoretically, liberalisation can lead to a race-to-the-top as well as a race-to-the bottom in labour conditions.
The main risk of liberalisation is that increased competition leads to pressure on social partners and governments
to lower wages and other labour conditions. On the other hand, positive welfare effects resulting from
liberalisation could lead to improvement in labour conditions. Which effect predominates has not been
empirically settled in the literature.

Labour provisions are included in trade agreements to limit the risk that liberalisation has negative social
consequences and to maximise its potential for social progress. However, also our knowledge about the
effectiveness of labour provisions is currently limited.

2. How effective is the EU approach to labour provisions in FTAs?

The European Parliament has pushed for labour rights in trade policy since the 1980s. However, only
since 2008 has the EU elaborated labour provisions in bilateral trade agreements. These have widened
and deepened in terms of content (social cooperation, core labour standards, and domestic protection),
governance (including civil society involvement), and enforceability. The EU’s approach is still in an
experimental phase and so far there is little evidence for its effectiveness.

Compared to labour rights conditionality in the GSP+ (Generalised System of Preferences), bilateral
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agreements are weaker in terms of ratification requirements, enforcement provisions, and monitoring.
Theoretically, serious violations of the core labour standards might be challenged under the ‘essential
elements clause’, but this is unlikely to happen. An effective impact of the labour provisions may be
expected in the long term, provided that the new civil society enhance the monitoring of labour rights.

3. How do the EU and the US differ in their approaches to labour provisions?

While the EU and US approaches to labour provisions in trade agreements are more similar than is often
assumed, they display some important differences. The EU relies more on the agenda of the ILO and its Core
Conventions, while the US mostly refers to the ILO 1998 Declaration. On the other hand, the US allows for the
possibility of sanctions when labour commitments are violated while the EU only foresees cooperative
mechanisms. If the aim is for TTIP to have positive effects on labour conditions, it is advisable to integrate the EU
approach with that of the US at the highest rather than the lowest common denominator.

4. How do the EU and the US score in terms of ratification and implementation?

Both the EU Member States and the US are bound as ILO members to the fundamental labour rights included in
the 1998 Declaration. However, EU countries have all ratified the eight Core Labour Conventions in full, while
the US has only ratified two. Moreover, observers argue that US labour law and practice deviate significantly
from the Core Labour Conventions in several respects, while also EU Member States’ implementation is
sometimes criticised. If trade unions’ rights are severely restricted in some parts of a free trade area, this can
result in unfair competition for other parts, thereby further aggravating the trade unions’ weakening of
bargaining power as an automatic result of liberalisation. For this reason, it is important that provisions in TTIP
help ensure that all parties respect the ILO Core Conventions, especially with regard to collective bargaining.

5. What are the main policy recommendations from this study?

In general, TTIP provides an opportunity to improve the EU’s promotion of labour standards through trade:

First, it allows the EU to reinforce the strengths of its approach to labour provisions in trade agreements. This
involves a highest common denominator integration of EU and US approaches, allowing for sanctions as the
ultimate stick ensuring coherency with ILO activities and improving the cooperative mechanisms as the
potential of this approach has been underutilised. As for the latter, several suggestions have been made,
including the awareness raising in third countries about treaty mechanisms to promote labour rights, funding
enabling organizations to attend the civil society meetings, and separate meetings of labour representatives.

Second, as research shows the importance of social cohesion for sustainable support for economic integration,
the development of instruments within the EU that allow for better redistributing the gains and
compensating the losers from TTIP and other trade agreements across and within Member States seems
advisable. This can range from a reinforcement of the Globalisation Adjustment Fund to the creation of more
automatic stabilisers at the EU level. Moreover, a ‘social safeguard mechanism’ could be considered to respond
to unforeseen negative social consequences.

Third, there is little evidence on the effectiveness of labour provisions. Therefore, further research on the impact
of trade liberalisation and labour provisions in trade agreements is needed. Given the considerable
uncertainties on the impact of trade liberalization and labour provisions in trade agreements, the EU could
consider to apply a ‘precautionary approach’ by employing various instruments in the agreement to guarantee
positive social effects. This could reinforce the position of trade unions to counter their loss of bargaining power
because of trade liberalisation. In addition, in-depth and systematic monitoring are recommended.
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