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Trade unions in both the Western Hemi-
sphere and Eastern and Central Europe
have been working to influence votes re-
garding the integration projects of their
respective regions. However, the parallel
ends there.

In the Western Hemisphere, the point
of the voting is to express opposition to the
proposed Free Trade Area of the Americas,
or FTAA. Unions are at the forefront of the
diverse alliance that is trying to defeat the
pact, which is scheduled to unite 34 coun-
tries by 2005. In Brazil, the major labor
federations worked with church and other
groups in 2002 to organize an unofficial ref-
erendum on the FTAA in which 10 million
people cast votes, 98 percent against. In
the United States, the AFL-CIO has been dis-
tributing hundreds of thousands of ballots
to members that pointedly offer only one
choice: “No to the FTaA.” In other countries,
unions are working with civil society groups
on their own FTAA consultations.

Across the Atlantic, unions in the ten
countries that are slated to join the Euro-
pean Union in 2004 have been playing a
significant role in the voting in their own
countries.' But in these East and Central
European nations, the ballots are official and
the unions, with only a few exceptions, are
urging voters to say “yes to the EU.” The
contrast between the union position in this
hemisphere and that in Europe reveals much
about the regional integration initiatives.
The critical difference is that while the pro-
posed FTAA is a narrow, free-market-oriented
agreement, the EU has never been just
about economics. Built on the ashes of
World War II, it has sought both economic
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prosperity and social harmony. And to pro-
mote the latter, it has developed mecha-
nisms that support labor interests, including
development funds, legally binding social
standards, and a place at the table in deci-
sion making. These mechanisms already ap-
ply to, or are being phased in by accession
countries.

To be sure, the EU is not a workers’
paradise. Labor organizations within the
European Union are waging the same bat-
tle as their counterparts elsewhere against
the spread of such “neo-liberal” policies as
trade and investment liberalization, priva-
tization, deregulation, and cuts in social
spending. With reduced protections, they
face the challenge shared by workers else-
where seeking to maintain decent wages
and working conditions within a competi-
tive global labor pool. The EU has played
a role in promoting these economic reforms.
For example, the European Commission
has insisted that aspiring members carry
out free market reforms in their industrial
and agricultural sectors despite the loss of
jobs and livelihood. And member states
that have adopted the euro can no longer
independently employ fiscal or monetary
policy to boost employment or reduce
poverty.

At the same time, however, the EU has
offered benefits sufficient to build solid, al-
beit not uncritical, labor union support. As
one cautiously optimistic Hungarian trade
unionist put it, “The European Union is
neither a threat nor a panacea; instead, it is
a means and a chance to complete a difficult
task, the main pillars of which are the cre-
ation of democracy and social justice.”
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All this is clearly relevant to the volatile
debate over the FTAA. While U.S. negotia-
tors insist the talks are on track, new politi-
cal actors in Latin America are raising fun-
damental objections. Notably, Brazil’s presi-
dent, Luiz Indcio “Lula” da Silva, has de-
scribed the FTAA as currently proposed as an
“annexation” rather than as an integration
project. Not to be outdone and even more
vehemently, President Hugo Chavez of
Venezuela has called the pact “the cauldron
of hell itself.” In a more diplomatic critique,
Chaévez’s colleagues have urged FTAA nego-
tiators to learn from the EU’s broader ap-
proach.” Others, including the new presi-
dents of Argentina and Ecuador, have ex-
pressed their own reservations.

Yet this rift also represents an oppor-
tunity to promote alternative rules and
institutions to manage relations in the
Americas.” Thus, it makes sense to con-
sider what the EU experience may offer.

Reducing Inequality
One of the starkest contrasts between EU’s
integration project and the proposed FTAA
agreement is in their respective approaches
to inequality. The draft FTAA is modeled af-
ter the North American Free Trade Agree-
ment (NAFTA), which is rooted in the as-
sumption that reducing trade and invest-
ment barriers alone is sufficient to lift living
standards. Thus, like NAFTA, the FTAA text
contains no mechanisms to narrow income
gaps through aid or any other means of re-
source transfer. In 2001, Mexican president
Vicente Fox floated the notion of a “NAFTA-
plus” that would include a development
fund to support infrastructure and other
projects aimed at alleviating poverty. It
went nowhere. As one U.S. official ex-
plained to the Los Angeles Times, “We're no
longer in the business of Marshall Plans.”
By contrast, the economic community
that evolved into the European Union com-
mitted itself to reducing inequality from its
founding in 1957. By 2001, the EU had
funneled 324 billion euros ($353 billion) in
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development grants (not including farm
supports) into member states. This was
roughly ten times the total U.S. economic
assistance grants to all of Latin America in
the same time period. The bulk of the EU
funds have been allocated over the past 15
years, including 18 billion euros in “cohe-
sion funds” targeted at the countries known
as the “poor four”: Ireland, Greece, Spain,
and Portugal. Member states draw on this
development aid for programs that they co-
fund in consultation with the European
Commission.

Since receiving EU aid, the poor four
have experienced varying degrees of conver-
gence with their richer EU partners. Ire-
land’s surge has been by far the most dra-
matic. Between 1982 and 2001, Irish per
capita income increased from 63 percent to
111 percent of the EU average. Per capita
income in Spain and Portugal has increased
from 73 to 81 percent and from 61 to 72
percent, respectively. Greece’s experience has
been more mixed. While it fell behind in
the 1980s, it has narrowed the gap with the
rest of the EU by 3 percentage points since
1990.°

NAFTA’s “poor partner,” Mexico, has
gone in the opposite direction. In 1982,
Mexico’s per capita income amounted to
40 percent of the North American average.
That year marked the beginning of sweep-
ing free market reforms in Mexico, includ-
ing privatization of state-owned enterprises
and trade and investment liberalization.
Ten years later, per capita income in Mexico
had slipped to 32 percent of the regional av-
erage. The 1994 initiation of NAFTA, which
expanded and locked in Mexico’s free mar-
ket reforms, did nothing to narrow the
gap. By 2001, Mexico’s per capita income
had dropped to 30 percent of the regional
average.

EU development funds are channeled
not only to the poorest countries but also to
the poorer regions within richer countries.
Unfortunately, however, internal inequality
trends are difficult to track. The European
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Commission focuses on data from 1995 on-
ward, as figures prior to this period are in-
consistent across borders. However, even in
the short time frame of 1995-99, the EU
countries have on average narrowed the ratio
of the income share of the richest and poor-
est fifths of their populations from 5.1:1 to
4.6:1.

Official inequality data for North Amer-
ica are extremely sparse, but what is avail-
able suggests that in the United States and
Mexico, income gaps are larger than in any
EU country and have widened during the
NAFTA period. In Mexico, the ratio between
the income share of the top and bottom 20
percent grew from 14.3:1 in 1996 to 17:1
in 1998. In the United States, the same ra-
tio grew from 9.3:1 in 1993 to 10.2:1 in
1997. Canada’s gap rose slightly, from 5.2:1
in 1994 to 5.4:1 in 1997.°

One consequence of the EU’s income
convergence is that people are not as pressed
to migrate in search of jobs. Since 1968, EU
citizens have enjoyed freedom of movement
from one member state to another. Fears
that this “open border” policy would lead to
a brain-draining flood proved unfounded.
As economic opportunities and social stan-
dards improved—in part due to the pros-
pect of EU membership—migration pres-
sures subsided.

The European Commission reports that
during the period 1990-2001, annual net
migration in the EU was never higher than
3.1 per 1,000 inhabitants.” In fact, migra-
tion rates have been so low that ten years
ago the European Commission created a spe-
cial program to abet worker freedom of
movement by providing employment infor-
mation and counseling and recruitment
services. By contrast, NAFTA has limited in-
creased mobility to professionals. Thus, the
pact did little to reduce the pressures that
cause the United States to spend billions to
patrol its borders.

To be sure, the EU falls short of the
egalitarian model. Civil society groups com-
plain that the poor have not received their
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fair share of EU aid, and the European Com-
mission acknowledges that income gaps re-
main unacceptably high. Besides income,
there are other indicators of persistent in-
equality. For example, only 28 percent of
Spain’s workers have a high school educa-
tion, compared to the EU average of 56 per-
cent." In Ireland, half of single mothers live
in poverty, compared with only 9 percent in
Finland." Leveling the playing field will be
an even greater challenge with the coming
enlargement. Ninety percent of administra-
tive regions in candidate countries have per
capita income levels below 75 percent of the
EU average."”

It is also arguable that much of the
progress made in reducing inequality can be
attributed to other factors. Some assert that
market liberalization was more important
because it helped countries attract private
foreign investment. However, if massive in-
vestment inflows were an automatic leveling
agent, Mexico would have enjoyed similar
positive trends. Every year since NAFTA went
into effect, Mexico has received more than
twice as much foreign investment as in pre-
vious years. In 2001, net inflows hit a high
of $25 billion, up 463 percent since 1993,
an increase greater than achieved by any of
the “poor four,” save Ireland.”

Social Protection

In the 1970s, the EU began taking on the
role of social standard sheriff. This was as
much for economic as for altruistic reasons.
For example, France feared that unless the
EU mandated equal pay for women, the
higher pay levels enjoyed by French women
would lessen competitiveness.

In 1989, the EU increased its social pol-
icy emphasis by adopting a “Community
Charter of Fundamental Social Rights for
Workers.” The charter deals with freedom
of movement, social security benefits, free-
dom of association and collective bargain-
ing, employment and pay, living and work-
ing conditions, vocational training, gender
equity, the right to information about and
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participation in corporate governance, and
workplace health and safety. In 1992, the
charter was incorporated as a “social policy
protocol” in the Maastricht Treaty, the
agreement that established a blueprint for
adopting a single currency.

The charter itself is precatory rather
than legally binding, but some clauses form
the basis for EU “directives” that must be
transposed into national legislation." The
same applies to environmental standards.
Treaties contain broad language on environ-
mental principles, which are implemented
by regulations regarding air and water qual-
ity, conservation, and other minimum stan-
dards. Although the emphasis is on encour-
aging compliance, governments and corpo-
rations that flout these directives may face
sanctions from the European Court of Jus-
tice. According to Karoly Gyorgy, interna-
tional secretary for the National Confedera-
tion of Hungarian Trade Unions, “These
fines can be high enough to make govern-
ments cry, so in the long run, it will be
cheaper to implement the EU standard.

Labor unions cite instances in which
they obtained benefits only through EU ac-
tion. For example, the Irish government
tried to wiggle out of a requirement ban-
ning gender discrimination in pay, but the
EU refused to allow it. In Austria, it was
only after the EU issued a parental leave di-
rective that its unions won a longstanding
battle to obtain that right." As David Begg,
general secretary of the Irish Congress of
Trade Unions, puts it, “The EU has the po-
tential to moderate the excesses of big busi-
ness beyond anything that can be achieved
by workers in individual countries.”"’

NAFTA’s labor agreement, officially, the
North American Agreement on Labor Coop-
eration (NAALC), was supposed to help pro-
tect North American workers from health
and safety and other labor rights violations.
However, according to Lance Compa, former
NAALC research director, “While Europeans
are skeptical about the effectiveness of the
European Court of Justice, there’s no ques-
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tion that it’s far better than what we have
under NAFTA.”" To date, the 20-odd cases
tiled under NAALC have yielded little more
than increased publicity of abuses, particu-
larly by U.S. corporations in Mexico. Most
appeals have involved complaints regarding
violations of the right to freedom of asso-
ciation. The strongest remedy that can be
applied in such cases is a call for consulta-
tions between labor ministers. Only viola-
tions of health and safety, child labor, and
minimum wage laws may invoke govern-
ment sanctions.

So far, no case has come even remotely
close to resulting in sanctions. An impor-
tant test case involved health and safety vio-
lations at two Mexican factories owned by
U.S.-based Breed Technologies, which
makes automobile parts. In 2001, the NAFTA
agency that investigates charges of labor
rights violations confirmed that the Mexican
government had failed to protect workers
adequately from dangerous chemical expo-
sure. The case then moved to the stage of
ministerial consultation, otherwise known as
the “black hole.” There is no deadline for
producing results, and in fact no case has
moved past consultation. Another case doc-
umented forced pregnancy testing to screen
out Mexican job applicants who might re-
quire maternity benefits. The outcome was a
series of conferences on women’s workplace
rights. By contrast, the European Court of
Justice has taken a strong stance on women’s
rights.

A Seat at the Table

The EU institutional framework offers sev-
eral avenues for worker input. The European
Trade Union Confederation, along with two
employers’ associations, is an official “social
partner” that hammers out agreements, in-
cluding some that have led to EU directives,
such as those on parental leave and part-
time work. Another EU entity gives unions
an advisory role with respect to social and
economic issues. This is the European Eco-
nomic and Social Committee, comprising
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representatives of employers, workers, and
other civil society sectors from each member
state. Eva Belabed, a committee member
from Austria, asserts that the process has
helped build consensus for a European so-
cial model. For example, she says, dialogue
has had a moderating effect on British em-
ployers, who are often the most eager to
adopt unregulated U.S.-style labor policies.
“When these Brits have to sit at a negotiat-
ing table with unions as well as employers
from Scandinavia and other countries with
more cooperative styles, they usually change
a lot,” she explains."”

EU workers also have consultation
rights at the company level. Since 1994,
every multinational company with at least
1,000 workers within the EU and at least
150 in at least two EU states is obliged to
negotiate agreements with a “European
works council” representing employees. At
a minimum, employers must give the EWCs
the right to meet with central management
once a year to discuss the firm’s finances and
plans for the introduction of new technolo-
gies, production transfers, mergers, and lay-
offs. In some cases, the agreement provides
expanded rights. For example, the France-
based food manufacturer Danone has agreed
to very specific rules related to job cuts.
The firm must consider union proposals to
avoid layoffs and first attempt to transfer
workers to other positions.” In all cases, the
corporation must pay for the EWC'’s operat-
ing expenses.

Still, the EwCs have not met their po-
tential. Only about 650 out of the 1,900
or so firms technically required to form
EWCs have complied, and in most cases the
agreements offer a bare minimum. Never-
theless, EWCs offer some important benefits.
For example, EWC representatives often ob-
tain information, such as profit and wage
data, that is useful in collective bargaining.
Andrzej Matla from the Polish union Soli-
darnosc says that the inclusion of Central
and Eastern European worker representatives
in EWCs is “the most effective and some-
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times nearly the only way for them to ob-
tain information on multinational compa-
nies’ operations at the European and global
levels.””

Willy Buschak, deputy director of the
European Foundation for the Improvement
of Living and Working Conditions, claims
that EWCs can influence corporate restruc-
turing. When General Motors announced in
2000 that it was about to shut down a plant
in Luton in Britain, the EwC for GM-Europe
mobilized 40,000 workers in five countries
to participate in solidarity rallies. The com-
pany later agreed to a moratorium on clo-
sures and to discuss all future moves with
the Ewc.”

By contrast, neither NAFTA nor the pro-
posed FTAA offers any significant opportuni-
ties for public participation. A civil society
committee made up government representa-
tives and set up as part of the FTAA negotia-
tion process is widely derided as nothing
more than a “mailbox,” since it solicits pub-
lic input but has no obligation to respond.
At the company level, workers have had to
make considerable effort to connect with
employees in other NAFTA countries. Cross-
border solidarity has grown in reaction
against the agreement, rather than as a re-
sult of it.

Lessons for the Americas
At a meeting of trade ministers in Miami
this November, labor unions in the Western
Hemisphere are due to join with other
groups to report on their consultations on
the FTAA and to demand that NAFTA be
abandoned as the model for the Americas.
Most of these critics would be in favor of es-
tablishing rules to guide economic relations
between the countries of the region if these
rules were designed to alleviate the pressing
problems of inequality, poverty, and envi-
ronmental degradation. But an FTAA based
on a NAFTA blueprint would not achieve
those goals.

The EU approach does not offer the
perfect alternative. It does, however, offer
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a few guiding principles based on concrete
experience.

First, it is necessary to address inequali-
ty directly. How this should be done is de-
batable. It may be that EU-style develop-
ment funds are not the most appropriate
approach for the Americas. In a region
plagued by crushing foreign debt, a mecha-
nism that incorporated debt relief might be
more effective. But the principle of transfer-
ring economic resources to reduce inequali-
ty, rather than expecting the market to do
the job, is a key lesson from the European
experience.

Second, it follows that resource trans-
fers are most effective when accompanied
by social and environmental protections. As
in the EU, the empbhasis should be on pro-
moting compliance, including through fi-
nancial and technical assistance, rather than
on rushing to penalize violators. But with-
out minimum standards, workers and com-
munities will continue to be vulnerable to
exploitation by corporations that are operat-
ing in an increasingly competitive global
economy.

Finally, civil society groups, such as la-
bor, environmental, consumer, and farmer
organizations, should be given an official
role in the formulation, application, and
evaluation of international economic poli-
cies. While the EU mechanisms for citizen
participation have serious weaknesses, the
adoption of similar rules for the Americas
would constitute a small step toward ensur-
ing that labor policies reflect a measure of
social consensus.

These proposals may seem inauspi-
cious at a time when the dominant nation
in the region is dismissive of international
cooperation agreements and in open con-
flict with many of the civil society organi-
zations most active in the free trade de-
bate. On the other hand, as resistance in
Latin America gains steam, the Bush ad-
ministration’s chances of obtaining the
NAFTA-style FTAA it desires appear to be
fading.

50

The most likely outcome may be the
abandonment of the FTAA project altogether,
but this would be a Pyrrhic victory for the
pact’s critics, since it would do nothing to
alleviate the region’s existing economic and
social problems. Thus, if negotiators are
wise, they will walk away from the FTAA
table, then reconvene around another one,
with the goals of reduced inequality, social
and environmental protections, and democ-
racy at the center of the discussion. @
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