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Introduction

Kaushik Basu, Henrtk Horn,
Lisa Romdn, and Judith Shapiro

The call for “international labor standards” has been one of the more contro-
versial proposals in contemporary global policy debates. These proposals
have varied greatly in their intended coverage. Often they build on some
notion of “core labor standards,” which include the prohibition of forced
labor, the prohibition of discrimination in employment, the right to freedom
of association, the right to bargain collectively, and the prohibition of
exploitative child labor. But these proposals often also include more ambi-
tious goals.

Few would dispute the need for at least some government legislation in
the area of labor standards. Indeed, virtually all civil societies have legis-
lated to assure workers certain minimal rights and to prevent or dissuade
certain kinds of activities, such as ones involving exposure to excessive
hazards or ones involving child labor. But though at an abstract level all
would agree that these are aims that should be upheld, debate and contro-
versy become the rule as soon as we get into specifics. What constitutes
“forced” labor? When can child work be described as “exploitative?” How
should these standards be assured? What each society considers to be a
minimal standard, to be upheld by the state, also in practice varies a great
deal. In addition, in poor countries, even agreed-upon standards are poorly
enforced.

The controversial aspect of the proposals for international labor standards
is largely the idea that they should be nternationally agreed and enforced. In
practice, this is likely to imply that poorer countries will be induced to set
higher standards than what they would have chosen unilaterally, and pre-
sumably also that there would be some type of sanctions, should they violate
these standards. Such an outcome can obviously be given very different
interpretations. On the one hand, it is often argued that it would help the
poorer countries out of a “Prisoners’ Dilemma” type of situation, where
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the competition among poor countries for export markets leads to too low
standards, and where there is need for some external help in breaking out of
an undesirable situation.

Pitted against this view, however, are those who argue that these pro-
posals will actually hurt the poor. In addition, it is argued that not only will
such standards hurt poor countries if implemented, but that the proposals
are partly intended to serve protectionist interests in import-competing
sectors in developed countries, at the expense of these societies at large.
According to this view, it has been easy for two sets of people, to share the
same platform, to appear behind the same banner of concern and genuine
commitment, but with very different agendas — one group concerned about
the condition of workers the world over, and the other inspired by its per-
ception of its own, narrow self-interest.

Recognizing that the debate had reached an unproductive impasse, this
book grew out of a project, which sought, above all, to move the debate
forward. To do this we had first to acknowledge the fact that the issues at
stake are complicated, not only in their political aspects, but also from an
economist’s point of view — interventions made with the best of intentions
may have desirable effects, but may also harm those they were meant to
protect. Given the importance of the issues at stake, any policy decisions
should be based on a thorough understanding of their likely effects. The pur-
pose of this book is to contribute to such an understanding, by addressing
four central questions:

1. What can we learn from economic history? — How did the labor standards
movement evolve in the past, both domestically and internationally?

2. What do contemporary economic theories tell us about the possible
impact of international labor standards?

3. So much has been written about child labor — but what solid empirical
evidence do economists have about its incidence, causes, and effects?

4. Finally, what kinds of global institutions do we have, or need, to enforce
any agreement on labor standards? In particular, what should be the
role of the ILO and the WTO?

This book seeks to answer these questions by putting together between the
covers of a single book what the best research in these areas can offer us.
In each of the four main parts of the book (each one devoted to the four
questions just laid out above), the first chapter is the main paper that was
commissioned on the subject, and the two following papers are the com-
ments of the two conference discussants, inspired by the main paper.

The history of labor standards is developed by Stanley Engerman of
Rochester University, and commented on by Jane Humphries of All Souls
College, Oxford University, and Karl-Ove Moene and Michael Wallerstein
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of the University of Oslo. Theories of international labor standards are
presented by Nirvikar Singh, University of California, Santa Cruz. Com-
ments are made by T. N. Srinivasan, Yale University and Tore Ellingsen,
Stockholm School of Economics. An account of child labor issues is given by
Drusilla Brown, Tufts University, and Alan Deardorff and Robert Stern of
Michigan University. Alan Krueger, Princeton University, and Luis-Felipe
Lépez-Calva, of El Colegio de Mexico, discuss this aspect of labor standards.
Finally, a proposal for a way to handle the international organization
and enforcement of labor standards is given by Robert Staiger, University
of Wisconsin. This contribution is discussed by Alan Winters, University of
Sussex, and Petros Mavroidis, University of Neuchatel.

The book has grown out of a conference that we organized in Stockholm
on August 23 and 24, 2001. The conference was sponsored by the Ministry
for Foreign Affairs, Government of Sweden, and organized under the auspices
of the Expert Group on Development Issues (EGDI), a government-funded
but independent group of international experts with the mandate to initiate
projects of relevance to the development debate. Our first thanks go to
Gun-Britt Andersson, State Secretary, Ministry for Foreign Affairs, and
Chairperson of the EGDI, for her keen interest in the project, deep intel-
lectual commitment to the subject, and the good sense to leave it to us, as
editors, to decide what to include and how to deal with the subject matter.
Those hoping to learn about the official position of the Swedish Govern-
ment on this sensitive subject will have to look elsewhere. The EGDI was
conceived of and founded by Mats Karlsson, then State Secretary at the
Ministry for Foreign Affairs. Though he was not involved by the time
the International Labor Standards project was started, we want to record
our appreciation of Mats’ effort and commitment to policy-significant re-
search, which led to the setting up of the EGDI.

In organizing the conference, we wanted to get some of the best researchers
available not only to write the papers but also to discuss and comment on
them. We all took away a great deal from the diverse comments and criti-
cisms that the various participants made. These have, of course, influenced
the revising of the papers that the authors undertook after the conference,
but will also figure in a separate paper that Gote Hansson, Lund University,
is preparing for the EGDI and which will, among other things, sum up the
discussion from the floor and in the final round table session. We would
here like to extend our particular gratitude to the invited participants whose
comments are not published in this volume: Sarah Bachman, Asia/Pacific
Research Center, Stanford University, Richard Blackhurst, Graduate Insti-
tute of International Studies in Geneva, and formerly with the WTO, Gosta
Edgren, former ambassador to the Vietnam and formerly with the ILO,
Ulf Edstrom, the International Secretariat of the Swedish Trade Union Con-
federation (LO), Lotta Fogde, State Secretary for International Trade, Policy
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and Strategic Export Control, Swedish Ministry for Foreign Affairs,
Francis Maupain, the ILO, Geneva, Pradeep Mehta, Consumer Unity Trust
Society, India, Ebrahim Patel, South African Clothing and Textiles Workers
Union, South Africa, G. Rajasekaran, Malaysian Trade Union Congress,
Malaysia, and Kari Tapiola, the ILO, Geneva. In addition we are most
thankful to active and valuable contributions by the other participants at the
seminar in August.

International labor standards is a subject where policy and research need
to stand very close to each other. Our aim and hope, as editors, is that this
book will be useful not only to students of trade, development, international
relations and labor economics, but also to policy makers in government and
in international organizations.
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CHAPTER 1

The History and Political
Economy of International
Labor Standards

Stanley L. Engerman

Introduction

Laws regulating the relations between masters and servants, or employers
and employees as they latter became, have a long history in the European
world, influencing wage rates, hours of work, and working conditions. In
the fourteenth century, for example, the British imposed laws after the Black
Death setting maximum wages as well as constraints on migration and
settlement.' Legal rules set the terms for the rights and customary respons-
ibilities of villains, while other legislation, such as the Poor Laws, influenced
the treatment and behavior of the population, even when not specifically con-
cerned with what we might today consider labor standards.” Laws as early
as the sixteenth and seventeenth centuries regarding the treatment of slaves
in the New World colonies of European nations often specified minimum
consumption requirements, hours of work, and acceptable punishments.’
Laws regarding transoceanic movement of people, initially of slaves from
Africa, which specified conditions of shipment and treatment, later were also
designed for indentured servants, and by the early nineteenth century these
were more broadly applied, with somewhat different terms, to all free pas-
sengers.” The mercantilistic policies of European nations, often concerned
with increasing population, provided for measures of public health and emigra-
tion restrictions, which impacted on the living and working conditions of
the laboring classes.’

These, however, are not generally considered to have been concerned
with labor standards as looked at today. Some, such as passenger regulations
and public health measures, do not deal with the process of working. Most,
however, are seen to have a different origin that those of the nineteenth and
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twentieth centuries. These early laws were generally imposed by the elites,
in their own interests, and, although they may have provided some benefits
to the non-elite, their primary intent was not to be benefits to the workers
and others in the population. The later policies were intended to directly
benefit the workers, whether these policies were advocated by the workers
themselves or else by some reform groups within society. The modern
story of labor standards generally starts in England in 1802, and is seen as
an attempt to offset the social costs that accompanied the development of
industrialization.” While there were argued-for benefits to factory owners,
their main purpose was to protect members of the working class, or at least
some of them, and there was frequent opposition by employers to such
legislation and its enforcement.

Categories of Labor Standards

The present-day discussion of labor standards, both internal to a state or
nation and international, involves a number of quite different aspects of the
employer—employee relationship, and therefore there may be differences
in the extent to which satisfaction of all desired ends can be achieved. We
can divide the present-day aspects of labor standards most broadly into three
categories. The most basic has been labor market conditions — wages (now
minimum, not as earlier, maximum) and hours of work (maximum amount,
as well as the specific hours of work, particularly night work). There has
generally been a sharp distinction made among the different age and sex
components of the labor force, with different provision for children, women,
and adult males (See table 1.1 for a survey of European factory legislation.)
Second, laws dictate acceptable working conditions for the factory — safety,
sanitation, elimination of work hazards, and factory-floor arrangements, all
intended to provide a healthy work environment. Third, laws specify the
general range of arrangements permitted between labor and employer,
including rules regarding rights of association, the formation and mainten-
ance of labor unions, permanent bargaining rights, the conciliation and
arbitration of disputes, terms of apprenticeship, and the more general terms
of labor contracts (including laws such as the English Masters and Servants
acts which regulated, among other things, hiring, firing, and quitting prac-
tices). At times, however, there are trade-offs between ends, and there may
also be some inconsistencies in achieving these goals. There may be differ-
ences between the legislative imposition of specific terms and the establish-
ing of rights of collective bargaining by unions to set the terms they desire.
More frequently, in the past, was a perceived conflict between the coverage
of government legislation and the rights of individuals to choose their own
preferred contractual package.
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The most general statement of core labor standards, presented by the
ILO in 1999, includes:

* freedom of association and the effective recognition of the right to collect-
ive bargaining;

* the elimination of all forms of forced or compulsory labor;

e the effective abolition of child labor; and

* the elimination of discrimination in respect of employment occupation.

Note that these core standards make no direct statements about wages or
hours.

In general, there are now some very basic terms of internationally agreed
upon labor standards, reflecting both moral and economic beliefs. These
include no slavery, serfdom, or other form of forced labor; no sales of goods
produced by convict labor (certainly none to compete with free labor); free
emigration and (unless it causes economic difficulties to residents) relatively
few barriers to immigration; limited child labor so as to provide more edu-
cation: and, in general, no discrimination on the basis of race, religion,
gender, age, disability, political opinion, nationality, social origin, etc. unless
these forms of discrimination or coercion might be considered to be either
necessary or desired (as in wartime) or to recognize different needs of some
specific groups.” More recently the concept of labor standards has expanded
to explicitly include practices such as sexual harassment and related aspects
of the workplace regime.

The Sources of Agitation for
Improved Labor Standards

There have been several sources of agitation concerning labor standards,
and the nature of the pressures for legislation have shifted over time. Even
if different groups have the same professed aim, there can be grounds for
skepticism as to what end is ultimately desired by any group. In general, the
argument for imposing standards has been to protect certain individuals,
who are, either legally or economically, too weak to be properly treated
within the market economy, or else who lack the political voice to be able
themselves to influence legislation. As laboring classes achieve more eco-
nomic and political power, they might pursue enhanced labor standards via
political and governmental actions rather than by the perceived-to-be more
expensive method of piecemeal change via market and collective labor actions
taken with individual firms or industries.

The modern push for improved laboring standards in England at the turn
of the nineteenth century, at the same time as the expansion of the antislavery



Table 1.1a Factory laws of European countries

Belgium Holland
DATES OF EARLIEST 1841. 1889. 1815.
FACTORY LEGISLATION. (1848, 12 hours’ day regulation.) (Sunday Rest.) 1874.
DaTes oF Laws IN Force. 1892. 1889. 1889.

(Modifications from 1893 to 1898.)
To WHAT PLACES *Factories, works, coal, and
THE Laws AppLy. metalliferous mines, quarries, sheds,
workshops, and all industrial
establishments connected with them,
whether public or private, lay or
religious; state or charity workshops

included.

The Law does not apply to
agricultural work and transport
industries, nor to shops or bureaux.
Domestic workshops are also
excluded, but come under the
inspector’s authority if they deal with
unhealthy trades or if power is used.

(With additions, 1892-1898.)

All steam-mills, factories, and
works, industrial establishments
private or public, educational
(technical) or charitable; all
mines (coal and metalliferous),
quarries, yards, ports, stations,
transport industries (sea or land);
all brickfields and tile works not
using power; all unhealthy trades,
and all trades using power
(steam or mechanical).

Domestic workshops are
excepted unless using power or
dealing with unhealthy trades.

(With additions, 1891-1898.)

All factories and workshops,
defined as places, open or shut,
where articles are prepared for
sale or use; and all industries,
great or small.

ExcepTions: (1) Agriculture,
horticulture, forestry, cattle
raising, and the peat industry;
(2) occupations in or for the
trade of an employer with whom
the worker lives, which are done
outside the workshop, in so far
as they belong to work usually
done in the household or stables;
(3) kitchens and pharmacies. Also
barge and fishing industries, save
as touching the age of admission
of children; State, military,
professional, and educational
establishments and prisons.



AGE oF ADMISSION 13. 12. 12.
OF CHILDREN. (Or 12, if furnished with medical and

educational certificates.)
DuraTioN oF WORKING-Day.

Children. 10 hours.} 12 hours.§ 11 hours.||
(For those under 16. Overtime (For those under 14.) (For those under 14.)
usually forbidden.)

Young Persons. 11 hours.} 12 hours.§ 11 hours.||
(And not more than 60 per week for (For boys under 16 and girls (For those under 16.)
those under 18. Overtime usually under 21.)

forbidden to both sexes under 18.) [Subsequent trade by trade
legislation has in effect reduced
the hours for all under 16 to an
average of 10'%.]
Women. 11 hours.} 11 hours.||

* The term “Factory” is translated throughout as a simple reproduction of the word used in the law. The meaning differs from country
to country, but is not always defined in the law; for example, it is not defined in the German Industrial Code.

T Cut by a rest or rests amounting to 1 hour at least.

§ Cut by rests of a total of 172 hours. In many industries the midday interval must be 1 hour at least. However short the working-day,
a rest of /4 hour after every 4 hours.

|| Cut by a rest of at least 1 hour between 11 am. and 8 p.m.



Table 1.1b Factory laws of European countries

Germany

Austria

Hungary

DATES OF EARLIEST
FACTORY LEGISLATION.

DATEs oF Laws
IN FORCE.

To WHAT PLACES
THE LAwS APPLY.

1839 (Prussia).

1869 (North Germany), which 1870
extended to the Empire.

1891.

(With additions up to 1897.)

Factories, mills, and workshops using
power: underground quarries, mines,
saltpits; smelting houses, timber and
other building yards and dockyards;
brick and tile kilns, mines and
quarries, which are worked above
ground and are not merely
temporary.

Domestic workshops are formally
omitted.

By an Imperial Decree of 1897
regulation is extended to ready-
made clothing workshops—save
where only members of the family
are employed, or where the
manufacture is only occasional.

By Art. 154 the provisions may be
extended by Imperial Decree with
consent of the local authority to
other industries.

1787 (Forbad children under 9 to work in
factories).

1842 (Factory age raised to 12).

1859.

Modified by Laws 1883 (March) and 1885
(March), the latter limited the male adult

working day. Latest changes in 1897.

Factories of the large and workshops of
the small industries. A Factory is a place
where articles are made or worked upon
in a closed workshop employing more
than 20 workmen; division of labour, use
of machinery, an employer himself not
working manually, may also bring the
place under the Factory Law.
Agricultural, fishing, transport (rail, steam
and canal) industries are omitted, also
earth-works and mines:*

Domestic workshops, penitentiaries and
charitable establishments are also exempt.

1840.

1884.

Is the main law called the
Industrial Law. Additions in
1891 and 1893; with minor
changes up to 1895.

In principle to all industries
and professions.

No definition distinguishes
factories and workshops; a
factory is a place where a
branch of work is done, or
power or machinery is
used.

Express exclusions are
agricultural, fishing,
transport (rail, steam, canal)
industries and mines; also
State monopolies, domestic
workshops, educational and
reformatory institutes and
prisons.



