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During the course of the last few years, since the ratification and implementation of the North American Free Trade Agreement, the issues of labour rights, standards and labour policy have become increasingly complex and concomitantly more contentious. Although less populist a concern than environmental issues, obstacles to labour peace and complacency have, and will continue to, pose significant problems for the governments and administrations of all three of the NAFTA members. The plight of the worker – whether he or she sews clothes or assembles cars – was put into question long before NAFTA came to bear. Forces of globalization, increasing competition and an interdependency of markets have all contributed to the undermining of labour standards and norms, most notably in Canada, prior to NAFTA and arguably before the Canada-United States Free Trade Agreement several years earlier. But why is this so? Why have Canadian labour standards and rights, labour conditions and living standards been so heavily ignored or undermined since the inception of the NAFTA? The presence of Mexico in the agreement, quite clearly a comparative Third World state, provides blatant examples of lower labour standards and greater corporate profits, therefore impressing upon Canada, and the US to a lesser extent, the need to compete effectively by reducing labour costs – be they wages, pensions, or other benefits. Although there are other possible justifications for this downward pressure on Canadian and American labour, such as the aforementioned impact of globalization, trade liberalization and increased multilateralism, clearly the reason is a glaring repudiation of the principles that NAFTA was founded on. Arguably, by virtue of its liberal deregulatory policies and free trade initiatives, the NAFTA has damaged the status of labour standards by emphasizing conformity in labour policy throughout the tri-national area, resulting in a downgrading of standards to meet the needs of multinational enterprises, using the lowest common labour denominator as the basis, that being Mexico.


This paper will examine the impact of the NAFTA on labour standards, rights and policy, especially in Canada by, firstly, discussing the status of labour rights in Canada, the United States, Mexico and on the pan-American stage; secondly, by analysing the labour and living standards and conditions of all three nations within the North American context; thirdly, by highlighting the comparative and competitive advantages that favour Mexico, as well as Canada and the US; fourthly, by examining the extent of labour adjustment in lieu of NAFTA with regards to trade liberalization and the pressures of globalization; and lastly, by concluding with an evaluative overhaul of the subject, offering critical insights and assessments of the situation of labour in Canada.


Labour rights, for many years now, have been a major issue in the Canadian workplace and have provided not only ample debate but also the impetus for the creation of some very large and very influential labour organizations in Canada. But what are labour rights? Clearly, this is a notion not easily defined in a matter of a few short words; nevertheless, for the purposes of this paper, it is suffice to say that labour rights refer to the general human, civic, economic and political rights of workers. Likewise, labour standards refer to the norms that have been established to uphold these rights – standards of income, health and safety, or worker affiliation and association. As a result, one can say that labour policy is that which the government enacts to legitimize these rights and standards, binding them by law. 

There is, of course, a certain discourse inherent to the labour issue, one that is clarified handily by the federal Department of Foreign Affairs and International Trade. One must be first familiar with these terms in order to understand their place in the labour discourse: firstly, industrial relations deal with bargaining rights of trade unions, the right to strike and the conditions governing these rights, and union security; secondly, employment standards deal with minimum wages, hours of work, as well as overtime, holiday, vacation, maternity and equal pay; thirdly, occupational health and safety deals with the rights and standards of workers in regard to dangerous work, and health and safety regulations; and lastly, worker’s compensation deals with compensation for workers or those dependent on them, with regards to occupational health accidents or diseases.
 

Labour rights on the Canadian front are, despite the populist perception that belies this reality, rather dismal within and without of NAFTA. This may come as a considerable surprise to many; still, there is ample evidence to suggest that labour in Canada is under immense pressure from government and external forces to buckle. According to the International Confederation of Free Trade Unions, a report released in December 1998 effectively shattered “the illusion of Canada as a country with a progressive attitude at trade union rights”, a review that complemented the World Trade Organization’s analysis of Canada’s trade policy.
 Among the many notable problems with the treatment of labour in Canada were multiple violations of collective bargaining rights, especially in the public sector; restrictions on striking by public employees; legislative attempts in Ontario to ban all strikes; elimination of trade union rights for many highly skilled professionals in Ontario; and the exclusion of women’s organizations and unions from the application process of Quebec’s 1997 equal pay law. Additionally, the federal government has yet to ratify two principle labour conventions – International Labour Organization Convention 138 regarding minimum age of employment and ILO Convention 29 against forced labour.
  Although neither child nor forced labour appear to be of major concern in Canada – the fact that they remain in legislative limbo suggests a degree of disregard for labour rights. 

Yet, this situation pales in comparison to Mexico. It is natural that these bodies find problems with the treatment of labour rights in Canada, and it is necessary to be aware of them so as to avoid ignorance on this issue. These problems should not be necessarily seen as endemic crises of the Canadian state, instead they should be regarded as a reminder of reality, a reality of unimpressive labour rights in Canada with the potential to become much, much worse. That is not to say these problems are unimportant; it is to say, however, that the poor condition of Canadian labour is sure to be made poorer by Canada’s membership in NAFTA that forces direct market, and therefore labour, competition with Mexico. Nevertheless, Canadian labour policy is by far the most effective on the continent, with double the rates of unionization than in the US, with regulations on vacations, parental leave, severance pay and pay equity that are more extensive, and with an unemployment insurance scheme that is considerably more generous than that found in the United States.

In the United States, labour issues are seen in a somewhat different light. While labour unionization is comparatively low, the rights of workers are highly respected in the law and are intrinsically meant to be respected by business. This is unlikely; nonetheless, according to the US Trade and Tariff Act of 1984, American basic worker rights include: the right of association; the right to organize and bargain collectively; freedom from forced labour; a minimum age for the employment of children; and acceptable employment conditions in terms of minimum wages, hours, and health and safety.

Accordingly, three American presidents – all internationalist Democrats – have made the link between trade and labour rights. President Woodrow Wilson believed labour rights and open markets were part and parcel of the new liberal world order, and in fact free trade was third in his list of Fourteen Points; similarly, F.D. Roosevelt believed in labour and trade by enacting the 1934 Reciprocal Trade Agreements Act and entering the ILO; likewise, President Clinton bears the same internationalist tendencies and has made efforts to better labour.
 

Mexico, on the other hand, faces severely divergent problems. The Mexican government has successfully legislated numerous labour laws, to an extent far beyond that of either Canada or the US in magnitude or in protecting labour rights and achieving optimal labour standards. Indeed, the “range of workers rights and benefits mandated by law and administered in cooperation with unions is much wider than in either the United States or Canada”.
 However, despite these legal and administrative initiatives to better Mexican labour, reality reveals something quite contrary; the “experiences in the Maquiladoras indicate that enforcement of these statutes has been uneven”.
 Quite clearly, the Maquiladoras – the borderline production facilities providing the American market with cheap labour and similarly cheap manufacturing – are evidence of considerably lower labour standards in Mexico. And although it is argued that the Maquiladoras are an isolated instance of underpaid, unsafe and exploitative labour, its very existence suggests not only lax enforcement of Mexican labour laws but also provides precedence. Its successes in churning profits for multinational corporations makes it a highly attractive investment region, a region that is likely to grow because of this – due to investment that in turn will compound the problem by supporting and promoting lower labour standards and an overall degradation of labour rights. 

As Peter Morici states in his article “Implications of a Social Charter for the NAFTA”: 

…inadequate enforcement of environmental and workplace standards in Mexico places US and Canadian communities and workers at cost disadvantages when compared to their Mexican counterparts 
… lax enforcement in one jurisdiction can create domestic social costs that are not reflected in the monetary cost of production. These hidden costs result in a continental misallocation of resources and lower living standards in all three countries.

This is the beginning of the lowest common labour denominator theory, whereby other nations such as Canada and the US, vying for the investment headed for Mexico and its Maquiladoras, attempt to compete, either through tax incentives, loans or grants, or more often – labour concessions. In terms of basic business accounting, why would a company producing shoes have them made for $10 a pair in Canada when the same job could be accomplished for a fraction of the cost – perhaps as low as $1 per pair – in Mexico? This begs the resulting question: what can a Canadian company do to compete? Can it compete? As in all organizations, labour is the most costly component to any business, and therefore the one most readily targeted for sacrifice.

According to the Preamble of the NAFTA, its purpose, among other things, is to “improve working conditions and living standards in their respective territories”, and to “protect, enhance and enforce basic workers’ rights”.
 But has NAFTA actually succeeded in doing any of these? It is widely accepted by human rights organizations, trade unions and other labour-oriented groups, that labour ought not be viewed as a commodity.
 But from the vantagepoint of big business, labour is little more than a hassle-prone commodity - simply a part of production, not unlike capital goods, raw materials and robotic tools. Clearly, that labour organizations feel this way is irrelevant; that MNEs dictate the flow of investment and the creation of jobs – and therefore national wealth and living standards – is not. The NAFTA, put succinctly, means not only free trade but free flow of money, therefore the growth or decline of either of the NAFTA economies depends almost entirely on business decisions. Rarely do these decisions reflect the needs or desires of labour, more often they bear the mark of a bottom-line. With the inclusion of Mexico in the accords, this poses remarkable issues for Canada in combating the downward pressures on labour to compete dollar-for-dollar with their Mexican counterparts. 

Despite its lofty goals, the North American Agreement on Labour Co-operation, known better as the ‘side agreement’ to NAFTA, has done relatively little to stem these concerns. The NAALC’s mandate is comprehensive enough, encompassing aims to improve working conditions and living standards in each country, improve compliance and enforcement of laws, and even foster transparency, yet it has failed (so far) to accomplish much of anything worthwhile. Notable cases, such as the failure to re-instate workers who were dismissed after trying to organize unions at Honeywell, General Electric, Sony and Sprint
, along with the Echlin (Dana Corporation) case of worker assault and intimidation
, provide evidence that the NAALC lacks either motivation or enforcement. As Pharis Harvey, executive director of the International Labour Rights Fund, said of the NAALC: “They’re a small finger in a big hole in a large dike”, and that complaints filed through the NAALC have illuminated the labour problems of all three countries but have done “more to highlight the problems than to solve them”.


As the US Bureau of Labour Statistics suggests, in 1991, wages in Mexico were on average 14 percent of those in the US, whereas wages in Canada were fully 112 percent of those in the United States.
 Clearly, Canadian wage norms are considerably higher than those found south of the border, and as a result of the lowest common labour denominator, are at greatest risk. Study after study in Canada has cited gradual real income decline for the average Canadian worker since about this same time, perhaps indicating that the effects of, first, the FTA, and then the NAFTA have been negative to the Canadian labour market as a whole. The forces of labour competition emanating from Mexico were fierce then, and continue to be – in the Maquiladoras region, labour costs on average were below US$1.50 per hour in 1991 – not even a tenth of the average Canadian wage. 


Indeed, the lowest common labour denominator is exemplified by Craig Vangrasstek’s account of open markets, such as the one created by NAFTA, which are “sometimes said to encourage a “race to the bottom” in which countries seek to attract footloose capital by repressing wages and assuring prospective investors that they will face no trouble from labor unions”.
 Indeed, the free-flow of goods and especially money has been described, and arguably used, as a union-busting tool – “owners can threaten to move production offshore if workers do not moderate their demands for higher wages”.
 


It is not simply a matter of wages, however, but a matter of living standards – mainly, what Canadians are accustomed to living with in terms of buying power. With a downward pressure on wages (not to mention a tremendous decline in the value of the Canadian currency), the real income of Canadian workers continues to be eroded, however gradually, to the detriment of the national standard of living.


Although advocates of free trade argue differently, economic theory points to the fact that lower Mexican labour costs are, in effect, a form of competition that the US and Canada must accept in terms of agriculture, manufacturing and service activities in order to maintain the overall living standards in all three countries
. Regardless, the notion of ‘social dumping’ or “the export of products whose cost advantages stem in part from lax enforcement of workplace safety”
 cannot be ignored. Indeed, as the US Trade Act Section 301 states, it is considered an unfair trading practice to use labour as a competitive advantage
, and yet it appears rather evident that despite such claims, it is most definitely being used in the case of Mexico as a competitive advantage. There is nothing remotely complicated about cheap labour being an advantage for a business in maximizing its profit margins and minimizing its cash outlays in the form of wages or health and safety protocols.

In the areas in which Mexico and Canada produce similar products, as with automobiles, metals, textiles, boots and shoes, and petrochemicals, low wages in Mexico may affect the development of Canadian enterprise… indirect manufacturing by US firms with Mexican components could affect the Canadian economy, which could be confronted not only by problems in its own market but also in its labour market as a result of manufacturing displacement from Canada to low-wage Mexican factories.


Increasingly, this has created a split in Canadian labour rights – those of the traditional low-skilled worker and those of the infotech
 hi-skilled worker. As with other OECD countries, Canada, having undergone considerable trade liberalization with developing countries such as Mexico, will inherently experience structural change “through a labour saving effect that reduces demand for unskilled workers, while stimulating demand for skilled workers”
 This suggests that free trade with Mexico is good for Canada insofar as it will stimulate growth in the New Economy; Robert York corroborates this theory by stating that “NAFTA offers Canada and the United States an opportunity to improve North America’s division of labour – in much the same way as Japan and its Southeast Asian neighbours have done by exploiting their region’s comparative advantages” – in effect, that “Canada-based producers should seize upon the NAFTA initiative and follow their own comparative advantage by moving toward higher-technology and higher-value-added industries and services”
 This is implicitly beneficial for those who are well-educated and in-tune with the New Economy, but what of the others? Do manual labourers, assemblers, farmers, loggers, and fishers all become relegated to the rungs of a lost generation of Canadian workers? If this is so, then it can be easily argued, and with great populist appeal, that the NAFTA has already failed for Canada; whatever job growth Canada has experienced would have come just as readily from overall trade liberalization with other countries, and general trends related to globalization than from free trade with Mexico and the US.


Indeed, the benefits of NAFTA on Canadian labour overall have been dismally few in number; as Pharis Harvey argues, “the use of NAFTA has been negative toward labour rights”
. Although free trade has increased Canadian exports to the US and Mexico, an integral increase that has essentially propelled the domestic economy out of its early 1990s slump, it has done far less for labour in this country. The presence of Mexico in the accords has demonstrated to the North American business community that the lowest common labour denominator is the key facilitator of the production of goods for the North American market on this continent that would not otherwise be feasible, and would likely be made where cheap labour is the norm, not the exception. Arguably, the NAFTA has provided “another tool that government and corporations can use to further undermine Canadian labour and social standards…. It will accelerate the recurrent restructuring of the Canadian economy and have major consequences for employment and income distribution”
. And though there are examples of wage harmonization efforts aimed at bringing equilibrium to the imbalances between highly developed and developing nations, notably that of the European Union wherein Germany and Portugal have had to confront as large a wage gap as that of Canada and Mexico, these well-intentioned efforts cannot supplant reality. A reality of increasing downward pressure on Canadian and American labour to come to the level of Mexican labour, a level agreeable to business, and agreeable to those who hold the purse strings – the investors. Clearly, this has as much to do with national sovereignty as it does domestic labour policy, rights and standards; nonetheless, the enormous weight of investors who are loyal to no country impresses upon Canada the need to compete with Mexico in this common free trade marketplace by reducing labour costs – be they wages, pensions, health and safety, or benefits. Indeed, the ‘race to the bottom’ spells trouble for Canadian as well as American labour and industry. The lowest common labour denominator represents, in its most heinous form, a moribund approach to the North American division of labour and casts a foreboding shadow across the continent in terms of labour rights. Still, one must bear in mind one very critical point – the bottom line has no consideration for the well-being or safety, economic security or living standards of any worker – and yet it is the worker who defines the North American dynamic, and who defines Canada.
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