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Outline

• Inequality
• China
• Labor standards
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Labor Standards and Trade
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Standards in FTAs

• Model 1: Nafta
Side agreement, not enforceable through same mechanism 
as commercial clauses

• Model 2: Jordan
Labor and commercial issues use same dispute resolution 
procedure

• Model 3: Seven FTAs
One enforceable clause, “nonenforcement”

• Model 4: May 10th Agreement
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May 10th Agreement
• (1) a fully enforceable commitment that Parties to free 

trade agreements would adopt and maintain in their 
laws and practices the ILO Declaration; 

• (2) a fully enforceable commitment prohibiting FTA 
countries from lowering their labor standards; 

• (3) new limitations on “prosecutorial” and 
“enforcement” discretion (i.e., countries cannot defend 
failure to enforce laws related to the five basic core 
labor standards on the basis of resource limitations or 
decisions to prioritize other enforcement issues); and 

• (4) the same dispute settlement mechanisms or 
penalties available for other FTA obligations
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TPP
The TPP is based on the May 10 agreement, plus a few additional 
provisions designed to strengthen adherence to labor principles. 
Under these new provisions: (a) each country shall “adopt and 
maintain” statutes and regulations governing acceptable 
conditions of work with respect to minimum wages, hours of 
work, and occupational safety and health; (b) Each party shall 
discourage “through initiatives it considers appropriate” the 
importation of goods produced in whole or in part by forced 
labor, including forced child labor; (c) Each party shall “endeavor 
to encourage” businesses to “voluntarily adopt” corporate social 
responsibility initiatives on labor issues “endorsed or… 
supported” by that party; and (d) Parties may use “corporate labor 
dialogue” to resolve labor issues expeditiously, to help them 
mutually agree on a course of action.
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Issues

• Only some provisions are enforceable
• Different Enforcement Procedures for and 

Caps on Penalties for Labor Provisions
• Limits Placed on Scope of Definition of a 

Term in Labor Provisions
• Differentials in Procedures for Considering 

Disputes on Labor vs. Other Provisions
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Empirics

• Kamata (2014) tabulates RTA’s
• Evaluates labor clauses
• Investigates whether labor conditions vary 

when RTA’s include labor clauses
• RTA’s with labor clauses sometimes have an 

effect
• Sometimes decrease trade flows

© 2014 Worth Publishers   International 
Economics, 3e  |  Feenstra/Taylor 18



19



20



21


