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 Good afternoon to everybody!  I would like to thank the Chairman of the Committee 
on Internal Trade in the European Parliament, Prof. Vital Moreira, for this invitation.  
It‟s a pleasure to be here and discuss with you this important topic. 

 

 Before going into details about the issue, I would like to start with some basic 
considerations.  And that‟s about how the world has changed: A dominant feature 
of the changing global landscape is that global production is to an increasing extent 
organised in international or global value chains.  Today's products and services 
are not produced in a single location, but are the result of a combination of tasks 
executed in different countries, with the lion‟s share of traded goods being 
intermediates.  This has created a new trading environment in which business 
operates today – with lots of trade and investments in countries around the world. 

 

 Additionally, we have the BRIC countries as a new feature in the global economy: 
Brazil, India, China, Russia – the list goes on – are all becoming more and more 
competitive, having globally successful companies, are integrated in the global 
supply chains.  And they have expanding domestic markets, offering new business 
opportunities.  And this also translates into a tough global competition to where 
these products are manufactured, from where these services are provided.  We all 
face this pressure, being it the EU or the US or Japan, or anybody else. 

 

 This raises challenges, but overall we consider this positive: opening up for trade 
and investment has allowed a number of countries to experience a strong economic 
development.  And the people have benefitted from this – by greater prosperity, 
new jobs.  China is a prime example of this development.  Of course, I‟m not saying 
that everything‟s perfect there – there are a number of issues that have to be 
solved.  But I would argue that China certainly is better off than, let‟s say, 20 years 
ago. 

 

 Nevertheless, the new trading environment raises the question how we deal with 
new challenges: one might turn firstly to the multilateral approach – negotiations 
within the WTO.  Despite we have been and continue to be a strong supporter to 
the WTO, we also have to be pragmatic, and must not close our eyes from reality.  
The Doha round negotiations have been stalled for a number of years.  Right now 
there are lots of negotiations in Geneva and in capital cities, and we hope that a 
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deal can be reached on some issues in Bali.  But we are far away from the initial 
very comprehensive and ambitious agenda. 

 

 Absence of progress on the multilateral agenda has resulted in the proliferation of 
preferential trade agreements.  And this brings us back to our main subject: how to 
deal with social and environmental provisions in free trade agreements. 

 

 I received in advance some questions for our discussions today, and I would like to 
share with you our views on them.  Firstly, how do we consider the EU‟s approach 
regarding raising social and environmental issues in the context of trade 
agreements? 

 

 Let us be clear that the main objective of a free trade agreement is to liberalise 
trade.  We should be careful that negotiating objectives in the social and 
environmental fields do not detract from the liberalisation of goods and services 
markets.  The overall goal should be to eliminate tariffs on products, eventually with 
some staggered time of implementation. 

 

 FTAs are under the „supervision‟ of the WTO, this means they have to respect the 
WTO rules and agreements.  These agreements relate to a number of issues: 
market access for industrial and agricultural goods, investment, services, non-tariff 
measures, customs, etc.  However, they do not concern social standards, this is not 
the responsibility of the WTO.  The Singapore Ministerial Conference in 1996 
decided to leave this issue to the ILO – and this situation has not changed until 
today.  Concerning environmental provisions, there are around 250 multilateral 
environmental agreements (MEAs) in place today.  No international environmental 
organisation exists.  Within the framework of the Doha round negotiations, WTO 
members agreed to negotiate on the relationship between WTO rules and the 
multilateral environmental agreements.  However, these negotiations have not 
progressed yet very much. 

 

 Does this mean that the EU should refrain from addressing social and 
environmental issues in the context of FTAs?  No, it is legitimate for the EU to 
address these issues within the sustainability chapter of each FTA.  However, we 
must be vigilant that these provisions do not run counter to the objective of an FTA 
– to liberalise trade.  The following aspects must be taken into account: 

o Social and environmental provisions must not serve the objective of 
“disguised protectionism”. 

o There shouldn‟t be a bargain between trade liberalisation on the one side, 
and provisions in the sustainability chapter on the other.  
BUSINESSEUROPE is convinced that trade liberalisation furthers the 
objectives of sustainable development, for example via the creation of new 
jobs or the easing of transfer of environmental-friendly technologies. 

o The EU‟s FTA partners must be able to implement these provisions. 
o Obligations should be agreed jointly by both sides and be based on 

international conventions (such as the ILO four core labour standards, and 
ILO Conventions). 
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o Provisions in FTAs should not put burdens on voluntary approaches by 
companies (such as CSR).  I will come back to this issue a bit later. 

 

 We would not recommend submitting the provisions in the sustainability chapters 
under the FTAs dispute settlement.  And we agree with the EU‟s approach of not 
having included these provisions so far in its FTA dispute settlements.  The first 
step would be to establish binding dispute settlement mechanisms at multilateral 
level: in the ILO for social provisions, and for environmental provisions maybe in a 
future World Environmental Organisation (WEO)?  So we should strengthen the 
ILO and MEAs at this stage. 

 

 Let us now look at the EU-Korea FTA, and the social and environmental provisions 
contained in the so-called “sustainability chapter”: 

o There is no harmonisation of standards due to the regulatory autonomy of 
both sides.  This, by the way, is an essential point of all FTAs the EU is 
negotiating and does not only concern social or environmental issues.  
However, the EU and Korea commit to high levels of environmental and 
social protection. 

o Both sides commit to respect the four core labour standards, as well as the 
effective implementation of ILO Conventions. 

o Both sides commit to the effective implementation of the multilateral 
environmental agreements to which they are party. 

o Both sides commit not to weaken or reduce their existing protections in 
order to encourage trade and investment. 

o There is no dispute settlement, but 
 Obligation for transparency and cooperation 
 An institutional mechanism by the establishing of a committee on 

sustainable development 
 Creation of advisory groups, composed of civil society including 

business and trade union representatives 
 Both sides may require the establishment of a panel of experts 

So the approach is to use soft pressure, consultation and transparency, 
naming and shaming, and publicity in order to encourage enforcement. 

 

 The EU-Korea FTA is of course an agreement between partners that have a 
comparable level of protection.  The situation is different when we look at the EU-
India FTA negotiations.  Here we face strong opposition from India which considers 
this as interference in its domestic politics.  In other words, it would undermine its 
regulatory autonomy.  “Disguised protectionism” is another reproach.  So the EU 
faces opposition from some of its trade partners with whom they are negotiating. 

 

 Apart from including social and environmental provisions, it should also be 
mentioned that the EU is enhancing cooperation with third countries to help them 
raise awareness for the need to respect and uphold to a certain level of standards 
in this area.  This is mainly the case of the FTAs negotiated with countries such as 
Peru or Colombia. 

 



 

4 

 BUSINESSEUROPE also supports the Commission‟s approach to negotiate 
Political Framework Agreements in parallel to FTAs, as they are the right 
framework to deal with the non-trade issues of the bilateral relationship. 

 

 What lessons could the EU learn from other countries?  At this stage, the EU 
should monitor what other trading partners are including in their own FTAs.  So far, 
we have not yet witnessed any examples that the approaches taken by other 
countries have proven to be more effective than the EU‟s approach.  Therefore we 
continue to support the EU to use soft pressure, consultation and transparency, 
naming and shaming, and publicity in order to encourage enforcement. 

 

 Should we also include these provisions on environmental and social provisions in 
investment agreements?  Our argumentation for BIAs is similar to FTAs.  It must 
always be clear that the objective of a BIA is to facilitate and enhance bilateral 
investments.  So again we must be vigilant not to run counter to the objectives of a 
BIA. 

 

 Has the EU approach evolved in the right direction over the recent years?  Let‟s 
remind that the EU-Korea agreement is the first FTA with such a comprehensive 
scope that the EU has concluded.  It has only been applied now for about two 
years.  So it is too early to give a final assessment of the EU‟s approach.  What we 
can say so far is that the inclusion of environmental and social standard has not led 
yet to a weakening of the EU‟s position in its bilateral trade.  However, we must 
also look at our FTA partner.  Whereby Korea might find it more easy to agree with 
the EU at such provisions – as both sides have comparable levels of social and 
environmental standards – the situation is completely different in countries like 
India. 

 

 So what does BUSINESSEUROPE recommend?  As I said in the beginning, our 
priority is the multilateral approach, but we also know that this is progressing only 
very slowly.  So we recommend as well the conclusion of comprehensive and 
ambitious bilateral free trade agreements, as overall they benefit to both sides‟ 
economies and societies.  Social partners on both sides should be involved in the 
agreements, as they know their domestic economic and social realities and can 
provide very important expertise. 

 

 Finally, I would like to say a few words about the role that companies could and 
should play.  I agree, the business community has to take up its responsibility as 
well.  And I think there are also a number of good examples: 

o In many cases European companies having invested in developing 
countries provide better paid jobs. 

o Global companies have also company-wide ethical standards that they 
apply globally. 

o Via their Corporate Social Responsibility policies European companies 
include already a large number of social and environmental concerns in 
their business operations.  And they apply these CSR policies in Europe 
and abroad. 
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However, companies cannot solve the problem alone.  Companies operate in a 
legal environment created by states.  Trade law and trade treaties lay down legally 
binding obligations on states.  And it‟s the states that have to ensure that these 
laws and standards are implemented and respected by everybody via the 
necessary enforcement mechanisms. 

 

 So everybody has to do an effort, on both sides of the agreement.  I thank you for 
your attention and look forward to our discussion. 

 
 
 

***** 


