0 378 +-546 171

I S S N

14
o}
w0
O
O
o~
]
b=
-d,;
o
O
O
o
N
Q
S
[=)
(@]
wn
Q
=
L
o
©
LY
-
[1¢]
=
o
E
O
O

Common Market of the
Southern Cone: MERCOSUR

The impact of economic integration: A case study

INTERNATIONAL
g‘ﬁ’@g LABOUR
¥ | OFFICE

GENEVA




Mercosur:
The impact of economic

integration
A case study

Labour Education 1997/4
No. 109



Contents

Editorial

Labour issues in Mercosur, by Victor E. Tokman
and Daniel Martinez Fernandez

Labour institutions and labour relations in Mercosur,
by Oscar Ermida Uriarte

Mercosur - Integration, labour, and social rights,
by Julio Godio

Mercosur and the challenges for the integration
and participation of women in the world of work,
by Petra Ulshoefer

Mercosur and vocational training,
by Pedro Daniel Weinberg

Mercosur and labour inspection,
by José Luis Daza Pérez

Social security and integration processes in Mercosur,
by Alfredo H. Conte-Grand

Mercosur — Economic performance and prospects,
by Beethoven Herrera Valencia

16

27

41

51

60

66

73



Editorial

One of the most significant characteristics of our times is the tran-
scendental changes which are occurring in all sectors of human activity.
The profound political transformations we have experienced are accom-
panied by the dizzy progress of science and technology, the international
interdependence of economies, the economic liberalization process,
transnational investment, the development of world production and
information networks and sweeping changes in social structures. The
globalization of economies which is entailed in these changes and the
opening up of markets are being effected through various machinery and
methods in which multilateral agreements and regional or subregional
integration experiments play a preponderant part.

For Latin America, the process which began in March 1991 with the
creation of the Common Market of the Southern Cone (Mercosur) opened
the way for this economic integration mechanism to move strongly
towards a more solid integration stage in which the Mercosur political and
economic structures were consolidated with the aim of promoting trade
and contributing to the economic and social development of the region. It
must be said that in this momentum towards the consolidation of political
and social structures, the trade union movement, through the Trade
Unions’ Coordinating Body for the South, has played a fundamental role.

Seen in this context, the challenges are manifold and are connected
not only with aspects related to the effectiveness of economic policies
and macroeconomic attainments but also with systems of democratic and
equitable labour relationships which encourage the participation of
labour in productive activity and which respect workers’ rights and the
principles enshrined in international labour standards, thus contributing
to progress along the road to social justice.

The articles in this issue make an important contribution to the debate
on various labour aspects of this subregional integration experiment. They
consist of a number of studies which make multidisciplinary analyses of
topics related to the labour market: employment, wages, international
trade, labour relationships, labour inspection, social security, vocational
training, trade union organization and, of course, women at work.

The authors are fellow ILO officials or external collaborators who,
taken together, have extensive experience of working in Latin America,
and in the Southern Cone in particular, and have seen the momentum of
the integration process at close quarters. We thank them very sincerely for
their collaboration.

With this issue, in which we present our first case of subregional
integration, we are opening the way for subsequent issues of our quar-
terly publication.

Giuseppe Querenghi

Director
ILO Bureau for Workers’Activities
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Labour issues in Mercosur

Victor E. Tokman
Assistant Director-General of the ILO

and Director of the ILO Regional Office for the Americas

and Daniel Martinez Fernandez

Regional Specialist in Social and Economic Integration

ILO Regional Office for the Americas

The revival of regional integration
and the globalization of Latin
American economies

Ever since the dawn of the 1990s, the coun-
tries in the region have been making substan-
tial progress in their economic integration:
new far-reaching multilateral agreements have
been negotiated and put into effect, such as
Mercosur (Common Market of the Southern
Cone), Nafta (North American Free Trade
Agreement) and the Group of Three; earlier
agreements have been revived - the adoption
of the common external tariff in the Andean
Group, and the setting up of a subgroup
within the Central American Common Market;
and a number of bilateral trade agreements
have been concluded within the framework of
the ALCA(Latin American Integration Associ-
ation). This network of agreements and treaties
has been leading to a liberalization of regional
trade at a pace and depth which are unprece-
dented in the integration efforts of earlier
decades.

Less state intervention

The new stage of economic integration is
without doubt a facet of the much broader
process of structural reform in which the coun-
tries of Latin America are engaged and which
in turn is part of the widespread trend towards
privatization, liberalization and globalization
of the world economy. To a greater or lesser
degree — and also with different results — the
countries in the region have reduced state
intervention in the economy by removing cer-
tain regulations and privatizing activities pre-
viously carried out by the public sector. At the
external level, they have shifted towards rapid
integration into the global economy.

Three avenues ahead

The opening up of markets is occurring in
three ways: firstly, through the unilateral lower-
ing of tariffs and trade barriers. This has proba-
bly been the most important measure and the
one exercising the greatest impact in terms of
the speed and scale of the liberalization trend:
ten years ago, in 1985, the average tariff within
a representative group of Latin American coun-
tries was 35 per cent and the maximum in the
order of 100 per cent with a wide range of tariff
bands in almost all the countries considered.
Only a few years later, in 1992, the average tar-
iff in the same countries was 14 per cent and the
maximum 22 per cent with a significant drop in
the range of applicable levels.

In the specific cases of Argentina and
Brazil, the two largest economies of Mercosur,
tariffs have also been substantially lowered. In
Argentina, the highest tariff in 1989 when
trade started to open up was 65 per cent and
the average 39 per cent. Four years later, in
1993, the lowest tariff was only 30 per cent and
the average 15 per cent. In Brazil, the highest
tariff in 1988 when the opening up process
began was 105 per cent and the average 51 per
cent; in 1993, they had dropped to 35 per cent
and 14 per cent respectively. In the same way,
in 1993 there were only three tariff bands in
Argentina and seven in Brazil compared with
29 five years before.

Secondly, the countries of Latin America
have unanimously endorsed the results of the
GATT (General Agreement on Trade and Tar-
iffs) negotiations and many have already rati-
fied their membership in the new World Trade
Organization (WTO). This step implies a com-
mitment to engage in a freer form of trade, one
with less barriers, and greater access to world
markets.



The third method is to step up the rate of
regional integration which has been taking
shape via the many multilateral and bilateral
agreements to which reference has been made.

Part of a development strategy

Several factors have contributed favourably
to the regional integration agreements and
bilateral pacts. Firstly, there is now greater
homogeneity between the countries: almost
all have democratic regimes and their eco-
nomic policies obey similar principles. Sec-
ondly, the region has moved towards a certain
macroeconomic equilibrium which is enabling
the countries to deal not only with the adjust-
ment process but to address medium and
long-term growth. Within this context, inte-
gration is seen as part of a strategy to speed
up and sustain development based on effi-
cient and competitive production and the
increase of non-traditional exports to broader
markets. The process has also been influenced
by the global trend towards the formation of
blocs, which at the political level was sup-
ported and strengthened in the region by the
Initiative of the Americas.

Time frames and courses of action

The integration methods which have been
adopted are known for their flexibility: the
intention is to ensure that the different
schemes converge with each subregion and

each country following time frames and
means of application which are most appro-
priate for them to achieve degrees of openness
and complementarity beyond the levels estab-
lished within the GATT-WTO multilateral
framework.

The regional market most dynamic
for manufactured products

The opening up of markets, the globaliza-
tion of economies and the extent to which
integration has been taking from and sub-
stance have together operated in such a way
that increased exports have become a key fac-
tor in spearheading growth in Latin America.
Within the region as a whole, exports have
increased faster than production for internal
markets. Within the export market, the fastest
growing component between 1990 and 1994
was that of intra-regional exports. This is true
of all schemes and is particularly significant in
Mercosur (table 1), where the reciprocal liber-
alization of markets has certainly had an influ-
ence. Finally, the export of manufactures has
grown considerably, resulting in a marked
increase in the sector’s participation in total
Latin American exports (table 2). Available
data indicate that in several countries the
regional market has been the most dynamic in
terms of manufactured goods, a development
which has stimulated interest in speeding up
regional integration.

Table 1. Mercosur: Intraregional and total exports, 1990-95
(Billions of dollars and percentage share)

1990 1991 1992 1993 1994 1995
Mercosur
Intraregional 41 5.1 7.2 10.0 12.0 14.4
World 46.4 45.9 50.5 54.2 62.1 70.3
Mercosur/World (%) 8.9 11.1 14.3 18.5 19.3 20.5
Source: ECLAC, based on official data.
Table 2. Exports of manufactured goods
(Percentage of FOB value in total exports of goods)
1980 1985 1990 1992 1994 1995
Argentina 23.1 20.8 29.1 26.3 32.8 33.9
Brazil 37.0 43.7 51.9 56.9 54.1 53.1
Paraguay 9.1 5.5 6.9 2.8 9.8 5.8
Uruguay 38.2 35.0 38.9 40.8 43.0 38.5

Source: ECLAC: Statistical Yearbook, 1996.




The effects of globalization
and economic integration on
the labour situation

Changes in job distribution

The opening up of the economy to interna-
tional competition has important effects on
labour. Firstly, a change in the composition
and distribution of jobs is to be expected with
an increase in the percentage of the workforce
employed in the production of exports and
goods which are competitive with imports.
Employment drops in some activities which
are unable to cope with international competi-
tion or which introduce modern and competi-
tive technologies which are less labour
intensive. In other activities employment
increases as a result of additional investments
and the launching of new areas of production.
The net effect in each country depends in the
medium term on its possibilities to create
favourable conditions for investment and the
adoption of active policies which contribute to
the training and productive redeployment of
the workforce.

Poor quality jobs

Even though exports in the region have
increased more rapidly than any other pro-
ductive activity, as noted above, Latin Ameri-
can experience shows that the results in terms
of employment have not been sufficiently
dynamic: the immediate effect was a drop in
the rhythm of growth in employment and the
change in the composition of jobs has rather
tended towards a greater share of low quality
jobs, underemployment and a deterioration
in real wages. Between 1990 and 1996, four
out of every five new jobs were created in
the informal sector which is not generally
connected to exports or the production of
tradeables.!

Only recent progress

In assessing this chain of events, various
factors must be taken into account: on the one
hand, progress towards integration and the
reduction of tariffs and non-tariff restrictions is
still very recent in most of the countries; on the
other hand, the liberalizing policies were gen-
erally adopted together with macroeconomic
adjustment measures which proved to have a
negative effect on activity and employment.
Finally, they coincided with a time of marked
economic recession in the developed countries

during the early years of the current decade
which further detracted from the positive
effects of the liberalization policies.

It might well be expected that as trade
increases as a result of integration and the shift
of the Latin American countries into the global
economy, the net positive effects on employ-
ment tend to increase; however, the changes in
the levels and composition of jobs brought
about by an export strategy may take shape
slowly and prove costly. There is thus a need
to adopt policies to facilitate the re-assignation
of the factors of production in general, and the
workforce in particular, and to reduce the
social costs of the transition period.

Weakest social groups in
a changing market

A second effect of the liberalization of trade
concerns labour relations and the functioning of
the labour market. In the new scenario there has
been a profound change in the conditions pre-
vailing in the economies protected from inter-
national competition. There are now fewer
levels of intervention in the administration of
the labour market and therefore fewer opportu-
nities for acting on behalf of the weakest social
groups; international competition fixes the
boundaries for negotiations and agreements
which are subject to increases in productivity.
Conditions are “harsher”, with employment
and wages depending on the capacity to com-
pete efficiently.

As an inherent part of the recent progress
recorded in Latin America, the new labour
relations context has led to the emergence of
two different trends: firstly, the constant
growth of the informal sector with a greater
percentage of workers with precarious employ-
ment contracts and new forms of subcontract-
ing between enterprises. By means of this “de
facto flexibilization”, enterprises have man-
aged to increase their capacity to adjust to an
uncertain, changing and competitive market,
but this has also been to the detriment of the
right of workers to stable, secure and well-
paid jobs.

Paositive trend: search for dialogue
and social consensus

A second trend is towards the search for
new methods of labour relations which recog-
nize the current conditions prevailing in the
economy and on the labour market but which
at the same time protect workers’ rights,
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encourage their commitment to productive
activity and contribute to creating the climate
of social and labour stability required by
investment and economic development. The
progress which has been achieved in several
countries of the region in the pursuit of dia-
logue and social consensus, the inclusion of
new topics in collective bargaining and the
training and further training of the social
actors for carrying out new functions are the
main expressions of this positive trend.

Labour issues in Mercosur

Most of the analyses made in the previous
section on the consequences of the opening up
and broadening of the economic area in the
labour market are applicable to the Mercosur
countries. This section will present some
guidelines for developing the policy of the
Mercosur countries regarding labour and
social issues within a community framework.

A policy for social justice

The Treaty of Asuncion, which gave life to
Mercosur, contains essentially provisions
referring to the establishment of the extended
market but does not include any standards
respecting workers; however, almost from the
beginning of the negotiations, the countries
were fully aware of the need to bring social
and labour aspects within the ambit of negoti-
ations to give effect to the objective of “speed-
ing up economic development with social
justice”. Sub-working group 11 was estab-
lished for this purpose. It set up eight commit-
tees to examine labour relations, employment
and migration issues, vocational training,
health and safety at work, social insurance
and labour costs in specific sectors and inter-
national labour standards. The committees
focused on the comparative study of the exist-
ing situation and exploring harmonization
possibilities.

Subsequently, in 1994, the Additional Pro-
tocol to the Treaty of Asuncién was signed in
Ouro Preto, Brazil. It established the Social and
Economic Advisory Forum as the representa-
tive body of the social and economic sectors,
made up of an equal number of representa-
tives of the States Parties. It carries an advisory
function and will issue recommendations to
the Common Market Group, the executive
body of Mercosur.

In 1995 the Common Market Group
decided to set up working subgroups and ad
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hoc groups. One of the subgroups, No. 10, is
responsible for labour issues, employment and
social security. This subgroup set up three
committees in 1996: one deals with labour rela-
tions questions; the second with employment,
migration issues, skills development and voca-
tional training; and the third is responsible for
occupational health and safety, labour inspec-
tion and social security.

The following sections examine some of the
themes of special relevance to Mercosur’s
social and labour policy.

Economic and social stability

Mercosur provides opportunities for
increasing trade, production and employment
in the participating countries; however, such
opportunities neither automatically become
realities nor are they necessarily the same in
terms of countries or production sectors. It is
not enough to broaden the market; additional
conditions are also required to stimulate the
development of new investments. It is impor-
tant for Mercosur as a whole that these condi-
tions are met, which implies various areas for
joint action.

A long history
of imbalances

One possible area falls within the scope of
macroeconomic stability. The experiences of
Mexico in 1994-95, Argentina in 1995 and
Brazil at present clearly show the negative
effects which imbalances in one of the coun-
tries participating in an integration process
tend to have on trade flows, investment, pro-
duction and employment.

In the case of the Mercosur countries there
is a long history of major macroeconomic
imbalances. Table 3 shows inflation rates and
real variations in exchange rates which have,
particularly in the two largest Mercosur coun-
tries, not only been considerable but fre-
quently conflicting in their signals, altering the
conditions governing prices and competitive-
ness and may affect investments and trade
flows in the common market.

The need to avoid the distortions and
uncertainty resulting from these imbalances is
an important sphere for community action
through consultation and harmonization (and
even intervention) mechanisms, which allow
fluctuations to be kept within manageable
limits and offer a framework of stability which
encourages investments.



Table 3. Mercosur: Variations in the consumer price index
and effective real exchange rate of exports

1987 1988 1989 1990 1991 1992 1993 1994 1995 1996

Argentina

Consumer price index 174.8 387.7 4923.3 13439 84.0 175 7.4 39 16 0.4

Real exchange rate 22.2 6.0 10.3 -30.1 -16.7 -7.0 -4.0 26 nd. nd.
Brazil

Consumer price index 394.6 2993.3 1863.6 1584.6 475.8 1149.1 2489.1 929.3 22.0 10.6

Real exchange rate n.d. -8.7 -24.3 -7.7 185 6.8 -12.0 -136 nd. n.d.
Paraguay

Consumer price index 32.0 16.9 28.5 441 118 17.8 204 183 105 8.8

Real exchange rate 8.0 3.7 5.6 -1.9 -13.1 4.8 2.7 1.0 nd. nd
Uruguay

Consumer price index  57.3 69.0 89.2 129.0 813 59.0 529 441 354 255

Real exchange rate 3.2 7.6 -0.5 nd. -11.9 -48 -11.1 -21 nd. nd.

n.d. = no data
Source: ECLAC.

Agreements guarantee investments

A second area refers to the transnational
enterprises which are established in the Mer-
cosur countries. In recent years, there has been
a growing transnationalization of Latin Amer-
ican enterprises made up of mixed - regional
and from outside the region — or exclusively
Latin American capital. This is a relatively new
process, the continuation and intensification of
which in the future may contribute substan-
tially to promoting integration and the devel-
opment of new investment. In order to
stimulate this trend there is a need for commu-
nity action to secure investment guarantee
agreements among the countries to ensure sta-
bility in the treatment applied and comple-
ment the liberalization of trade and the
harmonization of policies.

Shifts of capital and staff

A transnational enterprise which has
invested in Mercosur not only implies the
movement of capital but the transfer of execu-
tives and to a lesser extent specialized staff
who become important actors in the integra-
tion process. This introduces a fresh issue for
community consideration involving a more
international vision of the labour market and
one which may need to take into account a
whole host of questions including those of
wages and conditions of work.

How workers see the process

Finally, a third area of action falls within
the sphere of social stability which to a large
extent depends on whether or not the workers
see the development process as a fair one. A
socially just Mercosur will be achieved with
acceptable wages, appropriate conditions of
work and an even level of collective bargain-
ing. Forms of community action which
strengthen national policies through coopera-
tion funds and machinery are necessary to
compensate and reintegrate displaced workers
and to generate new sources of employment.

Employment, unemployment
and wages

How labour supply has been progressing
in Mercosur (1990-96)

Over the last seven years (and even before)
the population of the Mercosur countries has
grown at a relatively moderate rate, between
0.6 per cent a year in Uruguay and 1.7 per cent
in Brazil. An exception was Paraguay where
the rate reached 2.7 per cent. For the subregion
as a whole, the annual rate of population
growth is 1.6 per cent, a tenth less than that of
Latin America as a whole.

However, the non-agricultural economi-
cally active population of the member coun-
tries of the Agreement has risen at relatively
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high annual rates which fluctuate between 1.9
per cent in Uruguay and 5.6 per cent in
Paraguay, with intermediate rates in Argentina
(3.2 per cent) and Brazil (2.7 per cent). The eco-
nomically active population in the subregion
as a whole has increased by 2.8 per cent a year,
almost half a percentage point less than that of
Latin America.

The increase in the economically active
population at rates which are significantly
higher than those of the population is due not
only to the high rates of population growth
over the last 20 years but to a significant
increase in the urban participation ratios, par-
ticularly since 1993. Thus in Argentina, the
ratio was 63.9 per cent in 1990 and rose to
66.5 per cent in 1993, to 68.5 per cent in 1995
and 67.4 per cent in 1996. The situation in
Paraguay and Uruguay has progressed along
similar lines. In the first case, the ratio was
almost 61 per cent in 1990; it rose to almost 63
per cent in 1993 and to 70.5 per cent in 1995. In
Uruguay, it increased from almost 60 per cent
in 1990 to almost 61 per cent in 1994 and to 62
per cent in 1996. Only in Brazil does the par-
ticipation ratio show a downward trend,
falling from 63.8 per cent in 1990 to 58.7 per
cent in 1993 and reverting to around 60 per
centin 1996.

How labour demand has been pro-
gressing in Mercosur (1990-96)

Over the last seven years, the demand for
non-agricultural labour by the different sectors
of the economy increased at rates which were
below those of supply in the case of Argentina
(1.3 per cent annual growth in employment
compared with 3.2 per cent increase in the eco-
nomically active population), Brazil (2.5 per
cent and 2.7 per cent respectively) and
Uruguay (1.2 per cent and 1.9 per cent). The

opposite occurred in Paraguay (5.8 per cent
and 5.6 per cent). Given the greater population
of Argentina and Brazil, labour supply and
demand in both countries have been progress-
ing in such a way that in Mercosur as a whole
non-agricultural employment rose at a rate (2.4
per cent per year) which was below that of the
economically active population (2.8 per cent), a
rate which is similar to that of Latin America
as awhole (table 4).

Although the increase in jobs has been
insufficient to meet the growth in labour sup-
ply, it has been below that of the GDP in all
cases with the exception of Paraguay (table 2).
Thus, average labour productivity has
increased significantly in Argentina (3.5 per
cent per year) and Uruguay (2.6 per cent) and
less so in Brazil (0.1 per cent per year) and in
the subregion (1.1 per cent). Only in Paraguay
has there been a major drop in productivity
(-3.0 per cent per year).

Most new jobs in informal sector

But although the shortfall in jobs is already
a serious problem, it is further compounded
by the fact that the largest proportion of new
workplaces (approximately 97 per cent) were
in low productivity activities in the informal
sector. This development accounts for the phe-
nomenon that in the Mercosur countries as a
whole the informal sector, which in 1990 gen-
erated 51 per cent of the total number of work-
places, now absorbs just over 56 per cent. This
increase in the informal sector is high in
Argentina, Brazil and Paraguay, and very
small in Uruguay. Thus the new workplaces
required by the Mercosur economy have not
only been insufficient in numbers but, in gen-
eral, have also been of poor quality, since of
the approximately 8.2 million new jobs created

Table 4. Population, production, employment and productivity

Annual growth rates (1990-96)

Population GDP Per capita GDP EAP* Employed persons* Productivity*
Argentina 1.2 4.8 3.3 3.2 1.3 35
Brazil 1.7 2.6 1.2 2.7 25 0.1
Paraguay 2.7 2.8 0.2 5.6 5.8 -3.0
Uruguay 0.6 3.8 3.2 1.9 1.2 2.6
Mercosur 1.6 3.5 3.0 2.8 2.4 11
Latin America 1.8 3.1 14 3.2 2.8 0.3

* Does not include the agricultural sector.

Source: Table prepared by the ILO on the basis of official data from the countries.




in the period 1990-96, just over 7.9 million are
in the informal sector and only 225,000 in the
formal sector.

Private sector not dynamic

What is the cause of this situation in the
modern sector? In the first place, it is due to
the widespread loss of jobs in the public sector
where some 408,000 jobs were cut during the
period under review. The second explanation
is the lack of drive in job creation in the mod-
ern private sector which in the same period
created only 633,000 net jobs.

Privatized and modernized

The reasons for the retrenchment in the
public sector are well known: on the one hand,
many public enterprises have been privatized,;
and on the other, in central government and in
autonomous public institutions, jobs have
been cut both as a result of the policy to correct
the public deficit and the processes involved in
modernizing institutions.

Different sectors behave differently

Furthermore, the limited job creation
capacity of the public sector is due to clear
differences in behaviour among the sectors.
Whereas in commerce, services and non tradi-
tional exports there has been an increase in
labour demand, in those sectors which pro-
duce tradeable goods there has been a reduc-
tion in employment as part of the strategy to
increase productivity and competitiveness to
meet the new conditions resulting from the
opening up of trade.

Thus the available data on the evolution of
employment in the manufacturing sector show
that during the period under review, the level
fell both in Argentina (-3.2 per cent per year)
and in Brazil (-4.6 per cent). The reduction was
greater than that of the number of hours
worked (-2.4 per cent and -3.6 per cent respec-
tively), which shows that productivity gains
(6.6 per cent and 6.2 per cent per year respec-
tively) were achieved to a large extent with
fewer persons working more time.

Young workers and less labour
intensive technology

Three arguments are generally used to
explain why industrialists had to cut jobs as a
means of increasing productivity and why,

once the sector had adapted to the new condi-
tions created by the opening up of trade and
achieved high growth rates, labour demand is
so low: firstly, the oversizing of the workforce
available to enterprises during the period
when national industry was protected — once
this protection was over, enterprises were
forced to rationalize the number of their work-
ers; secondly, enterprises opted to dismiss
workers with many years of seniority and
incurring high labour costs and recruit (fewer)
young workers with less experience but with a
higher level of professional skills and at a rela-
tively lower cost; and finally, the new tech-
nologies acquired by enterprises to meet
external competition are less labour intensive,
meaning that the production employment
elasticities are now significantly lower than
before the opening up process.

All these arguments may well be valid.
Whether or not there was over-sizing of the
workforce, it cannot be contested that many
enterprises are at present producing more with
fewer workers and with a restructured organi-
zation of work processes.

The decisive factor: product behaviour

It is also true that the recruitment of work-
ers on a fixed-term or part-time basis has
increased as a result of the legal incentives
granted in recent years to promote these kinds
of contract — incentives which include wage
restrictions in some cases and exemption from
specific social contributions in others. The
results of a study being carried out by the ILO
Regional Office on the subject show, for exam-
ple, that in April 1997 in Argentina, approxi-
mately 7 per cent of the total employment in
urban private enterprises used this kind of
contract, a percentage which it is estimated
was only 4 per cent in 1995 and 2 per cent in
1990. In Colombia, temporary employees
accounted for 15.7 per cent of total employees
in 1990 and 18 per cent in 1996. However, this
increase in fixed-term recruitment, in addition
to being lower than was expected by those
who designed this policy in their respective
countries, has not always led to an increase in
the overall number of jobs which were already
in place, but in many cases to a replacement of
workers engaged according to different con-
tractual terms. The net result has been, as
noted earlier, a very modest increase in total
employment in the tradeables sectors. This sit-
uation shows that over the recent period, and
within the framework of policies to reduce
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labour costs, employment growth in these sec-
tors has relied much more on product behav-
iour than on efforts to reduce labour costs.?

New technology invested
in goods and services

As regards technological modernization, it
clearly represents a savings in capital which
can be used to make new investments and
thus generate employment so that the net
effect of modernization is not necessarily a loss
of aggregate employment. However, such
investment may well be oriented to sectors
which are less affected by the opening up
process (i.e. those which produce goods and
non-tradeable services) while in the manufac-
turing sector technological modernization
does result in a net loss of jobs.

Unemployment in Mercosur

The increase in the labour supply at rates
exceeding those of demand resulted in a rise
in unemployment in Argentina, Brazil and
Uruguay so that despite the drop recorded in
Paraguay, the unemployment rate in Merco-
sur as a whole rose from 5.1 per cent in 1990 to
8.8 per cent in 1996 (table 5).

Young persons, women
and urban dwellers

Unemployment affects mainly young per-
sons and women in the large cities. Thus youth
unemployment is twice as high as the average
urban unemployment rate (Argentina and
Brazil) and sometimes three times as high in
some years (Paraguay and Uruguay). The
unemployment rate of women is between 1.5
and 2.0 times higher than the national average,
except in Paraguay where it is lower, possibly
because of the lower participation of women in
the labour market. As regards urban unem-
ployment, with the exception of Asuncién,’ in
the other capitals of the Mercosur countries the
unemployment rate is slightly higher than the
national urban unemployment rate.

As a result, the average unemployed per-
son in the region is a young person, probably
more often than not a woman and living in a
large city.

Low income families

One of the well-known problems of unem-
ployment which, although familiar, is still
worthy of mention, is that it affects mainly
low-income families afflicted by poverty.

Table 5. Urban open unemployment (percentages)

1990 1991 1992 1993 1994 1995 1996

Total

Argentina 7.5 6.5 7.0 9.6 115 175 17.3

Brazil 4.3 4.8 4.9 5.4 5.1 4.6 5.4

Paraguay 6.6 5.1 5.3 5.1 4.1 5.6 5.5

Uruguay 9.2 8.9 9.0 8.4 9.2 10.8 12.4

Mercosur* 5.1 5.5 5.6 6.6 7.0 7.9 8.8
Young persons

Argentina (15-24) 15.2 12.3 13.0 - 21.2 30.1 29.9

Brazil (18-24) - 9.1 11.2 10.3 9.6 9.3 11.2

Paraguay (15-19) 18.4 9.0 14.1 9.8 12.3 10.8

Uruguay (14-24) 26.6 25.0 24.4 23.3 25.5 26.6 29.4
Women

Argentina 7.3 6.2 7.1 12.7 145 22.3 -

Brazil - 4.9 6.2 5.6 5.3 49 6.5

Paraguay 6.5 4.7 3.8 45 3.7 5.7 -

Uruguay 11.8 11.3 11.9 11.0 12.0 13.7 155
Cities

Buenos Aires 7.3 5.8 6.7 10.1 12.1 18.8 -

Sao Paulo 4.6 55 5.4 5.8 5.4 5.2 -

Asuncion 6.6 5.1 5.3 5.1 4.1 5.6 -

Montevideo 9.2 8.9 9.0 8.4 9.2 10.8 -

* Weighted average.

Source: Table prepared by the ILO on the basis of official data from the countries.




ECLAC figures* show that in 1992 the unem-
ployment rate of the population in the first
fifth of the income distribution was 18.6 per
cent in Argentina (the urban national average
was 7.0 per cent in that year), around 12 per
cent in Brazil (4.9 per cent at the national
level), 13.5 per cent in Paraguay (5.3 per cent
at the national level) and 15.9 per cent in
Uruguay (9.0 per cent at the national level).

Wages

Real wages over the period 1990-94 show
some signs of recovery both as regards mini-
mum wages and industrial wages (table 6).

Slight increase in minimum wage

Minimum wages rose significantly in
Argentina (11.8 per cent per year) and Brazil
(3.7 per cent). However, in these two countries
they continue to fluctuate between 20 and 30
per cent lower than the level reached in 1980.
In Paraguay and Uruguay, the real minimum
wage fell by 2 per cent and 8 per cent per year
respectively. Despite the reduction noted in
Paraguay, the real minimum wage at present is
17 per cent higher than that of 1980 although
in Uruguay it is now less than half the level
recorded in 1980. In the subregion as a whole,
the weighted minimum wage shows a slight
increase of 1.5 per cent per year.

Average wages in the industrial sector
remained constant in Argentina (where in
1996 the sectoral average wage was equivalent
to only 75 per cent of the 1980 wage) and in
Paraguay. The figure rose sharply in Brazil

Table 6. Real wages (1980 = 100)

(5.1 per cent per year) and very slightly
(0.6 per cent per year) in Uruguay. For the
subregion as a whole, the weighted industrial
average wage increased by 4.4 per cent a year,
no doubt due to the increase registered in
Brazil.

In conclusion, the behaviour of the labour
market in the Mercosur countries during the
period 1990-96 was characterized by the fol-
lowing developments:

= an even greater increase in the labour sup-
ply, to a large extent, as a result of the
growth in the participation ratio, particu-
larly among women;

= an insufficient generation of jobs which has
led to a higher level of unemployment, par-
ticularly among young persons, women
and city dwellers;

= a concentration of the new workplaces in
the informal sector as a result both of the
reduction in public employment and the
scant labour demand of modern private
enterprise;

= a growth in the number of employees
recruited for fixed periods of time which is
greater than that of workers recruited on
contracts of indefinite duration, modifying
the composition of salaried employment;

= arecuperation of real wages in many coun-
tries but with growth rates which have
been lower than those of productivity so
that gains in competitiveness have been
achieved in the most representative trade-
ables sectors.

1990 1991 1992 1993 1994 1995 1996
Minimum
Argentina 40.2 52.9 45.3 70.0 81.1 78.4 78.3
Brazil 55.4 64.8 56.5 63.9 60.8 67.1 68.9
Paraguay 132.1 125.7 114.7 110.2 113.2 112.8 117.1
Uruguay 68.8 62.9 60.0 51.5 46.0 42.9 41.7
Mercosur 74.0 77.2 72.0 76.6 78.4 79.2 81.0
Industrial
Argentina 75.0 76.0 77.0 75.7 76.5 75.6 75.5
Brazil 96.7 90.9 101.7 108.7 1134 124.2 130.4
Paraguay 102.4 97.7 93.8 93.6 95.4 100.8 100.7
Uruguay 110.8 115.8 117.5 123.8 122.9 115.5 114.9
Mercosur 94.2 90.4 99.0 104.5 108.6 116.7 121.9

Source: Table prepared by the ILO on the basis of official data from the countries.




Labour costs and competitiveness

Within the Mercosur context, the growth of
economic activity and employment depend in
the medium term on the capacity of each coun-
try to meet the challenge of competitiveness
both within its own frontiers and from the
other countries of the world.

Competitiveness is a result of the relative
costs of a set of factors and their productivity.
Labour costs play a part, along with others
such as the costs of energy, raw materials, tech-
nology, transport and work capital.

In what way do labour costs affect the com-
petitiveness of the Mercosur countries?

Compare productivity and labour costs

In general, the available data indicate that
wages tend to be higher in Argentina and sub-
stantially lower in Paraguay;® but in order to
evaluate the effect on competitiveness it is not
sufficient to take into account labour costs alone:
they must be compared with productivity.

Table 7, based on recent research by the
ILO,® shows the hourly labour costs in the
manufacturing industry of various countries
including Argentina, Brazil and Uruguay, and
their relationship with productivity per hour
of work.

Among the Mercosur countries for which
information was available, Argentina has

much higher labour costs, but the relationship
changes when account is taken of the unit of
production. The higher productivity of an
hour of work in Argentina reverses the rela-
tionship with regard to Brazil and reduces the
difference with respect to Uruguay (table 7).

Major productivity differentials
with respect to the United States

These are overall data and do not reflect the
situation regarding competitiveness in specific
branches or in other sectors. However, other
studies have been carried out for specific
industries. Research on four sectors —iron and
steel, foodstuffs, banking and telecommunica-
tions — which cover, among other countries
from the region, Argentina and Brazil, corrob-
orates the major productivity differentials with
respect to the United States. Of the two Merco-
sur countries, in three of the four sectors,
Brazil records higher productivity (table 8).”

Both the overall data and those referring to
specific sectors are indicators which show that
the problems of competitiveness do not
depend mainly on labour costs but are more
influenced by the levels of productivity and
other factors. Among them, there is no doubt
that the delay in the kind of change under-
taken in most Mercosur countries has affected
competitiveness to a greater extent than the
evolution of labour costs.

Table 7. Labour costs and productivity in industry, 1995 (US dollars)

Labour cost Productivity Labour cost

per hour per hour per production unit
United States 17.30 46.50 0.37
Rep. of Korea 5.60 22.40 0.25
Germany 27.50 n.d. n.d.
Argentina 5.96 24.00 0.25
Brazil 4.65 15.10 0.31
Uruguay (1992) 2.37 12.50 0.19
n.d. = no data.
Source: Table prepared by the ILO on the basis of official statistics.
Table 8. Labour productivity (United States 1992 = 100)

Iron and steel Foodstuffs Banking Telecommunications*
Argentina 30 52 19 55
Brazil 44 29 31 59
Latin America® 37 34 29 80

* No adjustment made for quality difference.
Source: McKinsey Global Institute. 1994.

2 Weighted by jobs.
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Sectoral agreements foreseen

Forms of community action aimed at defin-
ing and applying a strategy to enhance produc-
tivity and competitiveness could be included in
the sectoral agreements for which provision is
made in the Treaty of Asuncién. In the same
way, community action could well stimulate
and support the export development of micro-
enterprises which in the four countries account
for a substantial part of the labour force.

Training, vocational training
and retraining

In the Mercosur context, skills development
and the vocational training of the labour force
are key variables in several different ways: in
the first place, they are a necessary condition
for developing Mercosur’s potential, launch-
ing new production, creating jobs and enhanc-
ing the efficiency and competitiveness of
existing production; secondly, training is a
means of facilitating the productive re-assign-
ment of workers displaced as a result of
changes in the composition and structure of
production following the broadening of the
market and the introduction of new technolo-
gies; and thirdly, a better trained and more
productive labour force makes it possible to
increase remuneration and improve conditions
of work in an effort to achieve not only equi-
table development but social justice.

Training as part of employment policy

In recent years, the vocational training sys-
tems in the Mercosur countries have embarked
upon an intense process of reform.® In
Argentina, the Employment Act made voca-
tional training part of employment policy
under the responsibility of the Ministry of
Labour. A National Employment Fund was
established from which funds are allocated for
the training and retraining of workers.

In Brazil, enterprises have taken over the
main responsibility for the formulation and
application of vocational training programmes.
The main institutions are the SENAI (National
Service for Industry Training), the SENAC
(National Service for Commercial Training)
and the SENAR (National Service for Rural
Training) which are linked to industrial, com-
mercial and rural production respectively. The
modernization of these institutions is designed
to provide competitive technological develop-
ment services, advisory services, information

and specialized production, enabling the insti-
tutions to have closer contact with enterprises
and define their needs more precisely in terms
of skilled labour. The Ministry of Labour has
sought to establish a link between training,
unemployment insurance and job placement.

The dual German model

In Paraguay, extra-curricular vocational
training is the responsibility of the National
Vocational Promotion Service which is a semi-
autonomous body attached to the Ministry of
Labour. It has aimed its efforts at providing
more and more decentralized and flexible ser-
vices, enabling it to conclude agreements with
private bodies. Special importance has been
given to dual training in line with the German
model in industry and commerce.

In Uruguay skills development and voca-
tional training are essentially public functions
linked to education. The establishment of the
Vocational Training Council and the function-
ing of NGOs have brought vocational training
closer to the needs of enterprises and the
demand from sectors not covered by public
institutions. The Labour Retraining Fund has
been established to finance the Labour Retrain-
ing Programme which is aimed at adapting
training to the requirements of production
reconversion and economic integration. Both
the Fund and the Programme are administered
on a tripartite basis. Uruguay is the only Mer-
cosur country which has an occupational certi-
fication procedure which recognizes the skills
and abilities acquired by the worker irre-
spective of the origin of the apprenticeship.’
Retraining courses are given to recipients of
unemployment benefit.

Bridging the gap between
formal schooling and work

Although there continue to be different
problems in terms of human resources, many
are common to the different countries and the
requirements posed by the new market condi-
tions are more or less similar. There are still
areas with high rates of illiteracy in Brazil and
Paraguay, and in the four countries a substan-
tial effort will have to be made to improve the
quality of education at all levels. There is a
common need to increase the link between the
educational system and work by addressing
two main questions: first, the education system
must improve its capacity to impart basic skills
and so facilitate the integration of graduates
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into production activities; and second, the edu-
cational system must provide students with a
minimum degree of practical training and
apprenticeship. The labour training systems
require further decentralization and more
involvement of enterprises and workers in the
development of dual systems. There is a need
to improve the specialized training centres as
an alternative to the universities and to orga-
nize new specialized courses of short duration.

Skills training for young persons

Another common problem in the four coun-
tries revolves around the integration of young
persons into the labour market, a problem
closely linked to the issue of skills develop-
ment. The design and application of employ-
ment and labour training programmes which
take account of the heterogeneous situations
and aspirations of young people are concerns
shared by all countries in the area. Argentina
and Brazil have even established programmes
of this kind already and Uruguay will do so
very shortly.

A high percentage of the labour force in
Mercosur is employed in informal activities
and urban and rural micro-enterprises. There
is a need for a special organization where spe-
cial status would be accorded to local and
regional institutions to provide training to
these sectors and enable them to participate
fully in the restructuring of production.

Pool national training efforts

A human resource and training policy in
Mercosur would enable national efforts in
these spheres to be mutually strengthened.
The construction of such a policy could begin
by increasing collaboration in various spheres:
between public and private training institu-
tions; between universities and production
sectors and enterprises; and between workers’
and employers’ federations. A clear form of
cooperation would be the exchange of infor-
mation which would allow successful national
experiments to be adopted in other countries.
Progress could be made in the exchange of
curricular content and organization systems,
the establishment of scholarship programmes
and student-teacher exchange agreements and
the development of joint projects.

A system for the recognition of certificates
of skills and studies and professional titles is a
prior condition for the circulation of factors of
production established by the Mercosur treaty.
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Social security™

Independently of the globalization and
integration process, the social security
schemes in the Mercosur countries are now
undergoing a period of examination and
reform. Argentina, Brazil and Uruguay are
among the countries of Latin America which
first adopted social security schemes and
which have achieved the greatest population
coverage. However, they are also among
those countries with the highest social security
deficit: problems resulting from marked
increases in expenditure, in part because of
greater life expectancy, along with reductions
in real incomes during long periods of infla-
tion and difficulties in the administration of
the funds, have led them to engage in reforms
or undertake studies and projects to redress
the situation. Mercosur is an additional factor
to be taken into consideration with a view to
the adoption of common criteria.

Same levels of benefits

One of the first issues at hand is the need to
strive to reduce differences in the amounts and
sources of financing and levels of benefits. To
bring social security costs closer together is
important because of the effect they may have
on the total costs of labour and on competi-
tiveness. Even levels of benefits have a social
objective of reducing inequalities in the condi-
tions of life and work.

Available data on the costs of social security
and other benefits as a percentage of wages
show that, on average in Mercosur countries,
they account for approximately 68 per cent of
wages paid and 84 per cent of the net wages
received by the worker. In Brazil and Uruguay,
the costs are more or less equal to the average,
whereas in Argentina they are 12 per cent
higher and in Paraguay 13 per cent lower."

Not same levels

As can be seen, these costs are an important
percentage of the total costs of labour and
there are significant differences between the
countries. However, as noted earlier, their real
effect on competitiveness seems to be limited.
Therefore the objective, from the economic
point of view is not to standardize conditions
between countries.

As regards benefits, once again there is no
standardization criterion. A gradual process
towards fairly even levels could be based on



the establishment of minimum conditions of
social protection which at least guarantee the
average level achieved and prevent any
attempts to increase competitiveness to the
detriment of social security; above the agreed
levels, countries could establish whatever
schemes they deem appropriate.

Migrant workers’ acquired rights

A second issue is the fine-tuning of agree-
ments to enable migrant workers to benefit, in
their country of residence, from the rights
acquired or in the course of acquisition, and to
guarantee them their benefits. The basic princi-
ple in this instance is that of equal treatment
between nationals and non-nationals. It must
be remembered that some of the migration
flows are illegal and therefore generally
excluded from the protection of labour legisla-
tion, with neither access to social security nor
membership in trade union organizations. This
is a problem which requires community atten-
tion for the establishment of mechanisms and
forms of regularization. In this respect Sub-
group No. 10 adopted a “Multilateral Social
Security Agreement of the Southern Common
Market”. This Agreement, which will be pre-
sented to the Common Market Group, estab-
lishes as a general standard that the applicable
legislation (as regards social security) shall be
that of the place in which the worker’s activity
is carried out”. (article 4.)

The Administrative Agreement mentioned
in the Multilateral Social Security Agreement
establishes (article 6) that for the granting of
contributory benefits in respect of age, old age,
disability or death, the following rules shall be
observed:

= each Contracting State shall take into
account the periods completed and regis-
tered by the other State, provided that they
do not overlap, as periods of insurance or
contribution, in accordance with its own
legislation;

= the periods of insurance or contribution
completed before the entry into force of this
Agreement shall take into account only
when the worker has periods of work to be
completed from that date;

= the period completed in a Contracting
State, under a voluntary insurance scheme,
shall only be taken into consideration when
it is not simultaneous with a period of com-
pulsory insurance or contribution com-
pleted in another State.

If ratified, the Agreement would offer exten-
sive scope for cooperation among the national
bodies responsible for social security. This is par-
ticularly the case as regards the establishment of
common objectives, the definition of applicable
schemes, administrative matters, actuarial calcu-
lations, placement and administration of special
funds, and the means for achieving the estab-
lishment of universal social protection.

Labour mobility

Mercosur implies the free circulation of fac-
tors of production, but the Treaty of Asuncion
and the Ouro Preto Protocol do not establish
any procedures or time frames to achieve it.

Migrations between Mercosur countries
have historically been important and it is likely
that they will continue to be so in the Common
Market. Argentina and Brazil are the main
receiving countries of migration flows: at the
beginning of the last decade, most migrants to
Argentina came from Latin America and half of
these were Paraguayan (35 per cent) and
Uruguayan (15 per cent).”

Early agreement to remove
restrictions unlikely

Given the labour market situation in the
four countries which all have high rates of
underutilization of their labour forces, it seems
unlikely that an early agreement will be
reached to remove restrictions on the move-
ment of workers. In Subgroup No. 11 (Com-
mittee 3) progress has been made on the
exchange of information and preference given
to the criterion of moving forward on a grad-
ual basis. The current Subgroup 10 continues
to deal with the subject through one of the
three committees which have been set up.

A proposal in favour of successive stages
suggests, as a first stage, granting workers orig-
inating from other Mercosur countries a prefer-
ential right to take up jobs for which no national
workers are available, after a specified interval.
At a second stage provision could be made for
free access as a general rule except in cases of
protection for sectors or regions which have a
surplus of national labour. At a third stage,
there would be full freedom of circulation
which, in the case of dependent workers, would
be subject to the condition that they have a con-
tract of employment prior to their transfer.”

Free movement across frontiers includes
that of settling and engaging in profit-making
activities in any part of the Mercosur territory;
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the free provision of services from one country
to an individual or person domiciled in
another country; the recognition of social secu-
rity rights and the same treatment as that pro-
vided to nationals; and the recognition of
occupational diplomas and skills.

Standards and labour legislation

Finally, a few remarks follow on interna-
tional labour standards and labour legislation.

Ground for community cooperation

As noted earlier, one of the committees set
up by the now defunct Working subgroup
No. 11 selected a set of ILO Conventions
whose ratification by all Mercosur countries
would provide a common minimum legal
base. In addition to ratification there is a clear
general interest in each of the Mercosur coun-
tries to ensure proper application of these stan-
dards, which itself constitutes a sphere for
community cooperation. However, the current
Subgroup No. 10 has abandoned, at least tem-
porarily, the examination of the subject of
international labour standards and is focusing
its attention, as noted earlier, on employment,
migration, job skills and vocational training,
health and safety at the workplace, inspection
and social security. Even so, the construction of
a common legal basis as regards labour stan-
dards allows for various options which should
be explored: one possibility is for countries to
decide simply to rely on the mechanisms
established by the ILO for monitoring the
application of the standards in each of them in
accordance with general procedures. A disad-
vantage of this option is the periodic nature of
the observations, which fluctuates between
two and five years according to the Conven-
tion concerned. A second option might consist
of the application of specific Mercosur proce-
dures to monitor and support the application
of standards, making cooperation and recipro-
cal technical assistance between the countries
possible and providing consultation machin-
ery to deal with specific situations. An inter-
mediate option might consist of using the ILO
procedures but with a different approach on
the part of the Committee of Experts which
would involve their consideration of standards
in terms of Mercosur countries exclusively.
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Large numbers of workers
unprotected

The application of Conventions and labour
legislation is not independent of the level of
development and the structure of employment
in the different countries. In Mercosur, more
than half the labour force is to be found in the
informal sector, made up of independent
workers, workers in domestic service or in
small enterprises. A high percentage of these
workers are not covered by the protection of
labour standards and legislation and their
gradual integration opens up another field for
cooperation and community action.

Finally, the inspection and monitoring
capacity of the Ministries of Labour to ensure
compliance with the legal and standard-setting
framework requires development and improve-
ments in all the Mercosur countries. To cite one
example of the dearth in this area, in Argentina
and Paraguay in 1994 there was one labour
inspector for every 5,000 urban workers, in
Brazil 1 for every 20,000 and in Uruguay 1 for
every 13,000. The strengthening of these ser-
vices means allocating additional resources, a
responsibility largely incumbent on each
country but which also offers opportunities
for cooperation and mutual technical assist-
ance among Mercosur countries.

Notes

*1LO: Panorama Laboral 1996, Lima.
% ibid.
® This is because the rate of urban employment in

Paraguay is also calculated on the basis of the data corre-
sponding to the capital.

* ECLAC: Panorama Social, 1995.
® UNIDO, 1993.

¢ Costo laboral manufacturero. Incidencia sobre la competi-
tividad y la proteccion de los trabajadores, V.E. Tokman and D.
Martinez, working document No. 46, ILO, Lima, 1996.

" McKinsey Global Institute, 1994.

® M.B. Peluffo and C. G. de Kamfbolec, 1994.

? ibid.

*%See in this issue Alfredo Conte-Grand: Social security
and integration processes: Mercosur and social security, p. 66.

" See J. R. Delgue and F. Pérez Tabd, 1993.

2 p, Stalker, 1994.

¥ S. Pérez del Castillo, 1993.
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Labour institutions and labour relations
in Mercosur

Mercosur was instituted under the Treaty
of Asuncién, concluded on 26 March 1991
between Argentina, Brazil, Paraguay and
Uruguay. The Treaty provided for a period of
transition or construction of the free trade
zone between the four countries and for a
common external tariff in the block’s relations
with the rest of the world. Subsequently, the
Ouro Preto Protocol of 17 December 1994 laid
down the final institutional structure of Mer-
cosur which currently consists of an internal
free trade zone (with zero rating, with excep-
tions) and customs union as regards third-
party countries (with a staggered common
external tariff ranging between 0 per cent and
20 per cent, with exceptions).

First trading block
in the developing world

Today, Mercosur and the European Union
happen to be the only regional customs unions in
operation anywhere in the world. While this cir-
cumstance might be considered to be one
purely of form, its substance becomes clear
when it is noted that, between 1990 and 1995,
intra-Mercosur trade rose by 200 per cent,
while the block’s foreign trade rose by 80 per
cent. For the time being, Mercosur is the first
successful trade block among developing
countries and is taking steps, in its turn, to
conclude or negotiate tariff preference or free
trade agreements with other groups or coun-
tries (European Union, Chile, Bolivia).

However, the development achieved by
Mercosur on the trade front in that brief period
of time has not been mirrored in proportionate
social development. Indeed, social rights and
those of citizenship do not even feature in the
Mercosur founding treaties, with the exception
of a brief mention of the labour dimension, in
spite of general recognition that integration
implies a substantial social dimension.
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Mutual influences
and labour effects

Indeed, any reasonably developed regional
economic integration process will entail numer-
ous social repercussions, including those
impacting specifically on labour. So while
awaiting the long-term positive labour spin-offs
ensuing from the block’s economic and political
growth, it is almost inevitable that social set-
backs will be experienced in the short term,
such as loss of jobs in certain sectors and the
risk of “social dumping” among the member
States of the groups themselves, or vis-a-vis
third-party countries as they compete for con-
trol of the internal market. As a parallel process,
in the medium term, mutual influences may be
exerted among the member States’ labour rela-
tions systems, in addition to the inevitable
emergence of a new national/regional level of
labour relations.

In this context, the areas where integration
produces the most obvious or foreseeable
labour effects include those connected with
loss of jobs in certain sectors, industrial recon-
version, vocational retraining, alternative
placements, occupational safety and health,
social security, trade union structures and
functions, international collective bargaining
and conflicts, and the participation of workers
in enterprise decision-making and in the inte-
gration process itself.

Admittedly, Mercosur has so far failed as
yet to reproduce its trade successes in the social
sphere. This study will examine the difficult
and, as yet, incomplete process of recognition
of the social dimension of integration, identify-
ing the labour bodies of Mercosur, proposals
for adoption of international labour standards
for Mercosur, and trade union structure and
functions in the context of integration. Finally,
an attempt will be made to draw a few conclu-
sions. This study will not discuss the labour



institutions and labour relations of the Merco-
sur countries (national institutions and rela-
tions) but will concentrate rather on the labour
institutions and relations of Mercosur itself.
Such institutions operate at the international,
supranational or regional levels, and have
come into existence either as the result of, or to
be placed at the service of the driving force of
Mercosur as a socio-economic block which
includes the four member States and generates
its own institutions and relations which join
those already in place at the national levels.

Recognizing the social dimension
of Mercosur

The Treaty of Asuncion, of 26 March 1991,
under which Mercosur was founded, makes
no reference to the labour and social dimen-
sion that is inevitably part and parcel of any
regional integration process. In the view of
Américo Pla Rodriguez (Dean of the Faculty of
Law, University of the Republic, Uruguay), the
Treaty of Asuncién was drafted by diplomats
and economists and embodies only commer-
cial and organic instances where provisions
are made only for the representative bodies
of the executive powers of the States Parties
and, more specifically, the Ministries of the
Economy and of Foreign Affairs. At first
sight, neither the social dimension nor the
representatives of civil society and their orga-
nizations (parties, trade unions, associations)
feature in the Treaty of Asuncion. However, it
was not long before the idea germinated and
won recognition that a social dimension of Mer-
cosur, and consequently the construction of its
social space, did exist.

Set up competent instances

The initial impetus was prompted by trade
union demands and by the doctrine of labour
legislation which promptly identified, in the
Treaty of Asuncion text itself, the beginnings of
legal justification for the construction of a
social space within Mercosur. These lay in the
Preamble to the Treaty, whose objectives
included “economic development with social
justice” and the enhancement of the people’s
“living conditions”. These mentions sparked
off a range of opinions far and wide which
were to give legal substance to Mercosur’s
need for instances with labour competence, its
need to adopt labour standards and make it
possible for workers and employers to partici-
pate in the process.

This academic initiative went hand in
hand with a political measure. On 9 May
1991, a mere one and half months after the
Treaty of Asuncidén was signed, the Labour
Ministers of Argentina, Brazil, Paraguay and
Uruguay issued the Declaration of Monte-
video which made reference to: (1) the need
to give due attention to the labour aspects of
Mercosur in order to ensure that it produced
an effective improvement in conditions of
employment; (2) the proposal to establish a
working subgroup on labour matters within
the organic structure of Mercosur; and (3) the
initiative to study the possibility of adopting
a Mercosur social charter. Without expressly
stating it, the Declaration clearly implied that
the Treaty of Asuncion had not only left out
members of civil society and trade union
organizations, but nor had it accommodated
the government bodies specifically respon-
sible for labour matters.

The social and labour “offensive” bore its
first fruits in that same year when the Common
Market Group, under Resolution 11/91, estab-
lished the Working Subgroup (WSG) No. 11
on “Labour Affairs”, which was later to be
renamed “Labour relations, employment and
social security”. This working subgroup was
Mercosur’s first labour institution, although it
was contingent upon and subordinate to the
Common Market Group which was composed
of representatives of the Ministries of Foreign
Affairs and of the Economy. Nonetheless, over
the two years following its first session on
27 May 1992, the subgroup proved itself to
be extremely active, with a broad-ranging
tripartite mode of operation.

Representatives of civil society

The Ouro Preto Protocol, concluded on
17 December 1994, laid down Mercosur’s
definitive organic structure. Once again, and
this time in permanent form, it gave pride of
place to diplomatic and economic dimensions,
as demonstrated in figure 1. The decision-
making bodies are organically linked to the
executive powers and, within them, with the
Ministries of the Economy and of Foreign
Affairs, or their representatives. However, the
really important novelty introduced by the
Ouro Preto Protocol was that it provided for
two bodies within Mercosur’s definitive
organic structure which could be considered
to represent civil society, namely the Joint Par-
liamentary Commission and the Economic
and Social Advisory Forum.
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Figure 1. The organic structure of Mercosur

COMMON MARKET COUNCIL

Presidents, Foreign Ministers,
Economy Ministers

JOINT PARLIAMENTARY COMMISSION

Issues decisions

Equal number of Members of Parliament
for each State

COMMON MARKET GROUP

Issues recommendations

Representatives of the four countries

Issues resolutions

TRADE COMMISSION

Representatives of the four countries

ECONOMIC AND SOCIAL ADVISORY FORUM

Equal number of representatives from
the sectors of each State Party

Issues directives and proposals

Issues recommendations

ADMINISTRATIVE
SECRETARIAT

The latter is the only standing labour body
in Mercosur’s permanent structure. Its estab-
lishment and functioning imply a formal
recognition of the participation of the social
sectors in regional integration.

Decision 9795 of the Common Market
Council approved the “Mercosur programme
of action to the year 2000”, which embodied
the recognition of Mercosur’s social dimension
and the consequent need to build its social
space. The Decision stated, on the one hand,
that “the consolidation of the integration
process calls for the increasing participation of
society as a whole”, and makes the Joint Par-
liamentary Commission and the Economic and
Saocial Advisory Forum responsible for guaran-
teeing “the appropriate participation of the
sectors involved”. In addition, the programme
calls for the formulation of proposals for de-
veloping Mercosur’s social dimension (para-
graph 3.2 of Chapters I and II).

It should be noted that trade unions played
an important part in this as yet incomplete and
inadequate process of defining and construct-
ing Mercosur’s social space by trade union
organizations, particularly through the Merco-
sur Trade Union Commission within the Trade
Unions’ Coordinating Body for the South.
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The labour bodies of Mercosur

The Ouro Preto Protocol lays down the per-
manent organic structure of Mercosur, main-
taining the principal bodies that had
previously been instituted by the Treaty of
Asuncion and which had been in operation
during the transition period, and providing for
the establishment of other, new bodies. Among
the original, provisional bodies to become per-
manent were the Common Market Council and
the Common Market Group. The Common
Market Council is the supreme body of Merco-
sur, responsible for its political administration
and composed of the Ministers of Foreign Af-
fairs and of the Economy of the States Parties,
although it meets once every six months with
the participation of the Presidents. The Com-
mon Market Council unanimously adopts deci-
sions that are binding on States Parties.

The Common Market Group is Mercosur’s
executive branch, composed of representatives
of national governments and coordinated by
the Ministers of Foreign Affairs. Its unani-
mously adopted resolutions are binding on
States Parties. The Ouro Preto Protocol also
provides for the establishment of other bodies,
including the Trade Commission, the Joint Par-



liamentary Commission and the Economic and
Social Advisory Forum, together with the
Administrative Secretariat (see figure 1).

Meanwhile, during the transition period,
within the context of the Common Market
Group, ad hoc committees and working sub-
groups specializing in different topics were set
up. Prominent among these was WSG No. 11
on labour relations, employment and social
security which made a valuable contribution
until it was dissolved in 1989, only to be
recently restored under Resolution 20/95 of
the Common Market Group as WSG No. 10 on
labour affairs, employment and social security.

The Common Market Group also provided
for meetings of Ministers, including Ministers
of Labour. Consequently, Mercosur currently
has two or, at most, three labour bodies: the
former WSG No. 11 (currently WSG No. 10)
which functions within the structure of the
Common Market Group, and the Economic
and Social Forum which is a standing body
representing the economic and social sectors,
as provided for in the Ouro Preto Protocol.
The third, to the extent that they may be con-
sidered a body, are the meetings of Ministers
of Labour.

WSG No. 10 on labour affairs,
employment and social security

WSG No. 10 on labour affairs, employment
and social security, set up under Resolution
20795 of the Common Market Group, is in fact
a re-creation of the former WSG No. 11 on
labour relations, employment and social secu-
rity, which had been highly effective until 1994.

Indeed, the work of WSG No. 11, during
the interval it was active, was of no trifling
importance: it incorporated eight committees
devoted to the following topics: (1) individual
labour relations; (2) collective labour relations;
(3) jobs; (4) vocational training; (5) health and
safety at work; (6) social security; (7) specific
sectors; and (8) principles.

One of the most prominent features of
WSG No. 11 was its tripartite manner of oper-
ation. The meetings of the subgroup itself, and
of each of the committees, were composed not
only of government representatives from the
Ministry of Labour but also of a substantial
number of representatives of employers’ and
workers’ organizations, and recommendations
were generally adopted by consensus. These
sectors were represented by the main trade
union and employer confederations of each
country.

Only chance for tripartite participation

While the progress and achievements of the
different committees within WSG No. 11 were
not homogeneous, we consider that they were
for the most part important and encouraging.
Prominent among them were the recommenda-
tion that a common minimum set of interna-
tional labour agreements should be ratified by
the four countries, and discussions surround-
ing the adoption of a social charter for Merco-
sur. Both matters will be discussed hereafter.
Howvever, for a number of years, the subgroup
and its committees were the sole instance of tri-
partite participation in the consideration of the
labour dimensions of Mercosur. This circum-
stance in itself made it invaluable, as became
particularly clear when it ceased to meet dur-
ing the final quarter of 1994.

As stated previously, Resolution 20/95 of
the Common Market Group re-instituted
WSG No. 11 with minor (and unnecessary?)
changes in number and name. The new one met
for the first time in September 1995 but found it
difficult to recover its earlier dynamism,
although it maintained its tripartite mode of
operation. The subgroup has approved a new
agenda which includes a proposal to set up a
labour observatory and a system of occupa-
tional certification, in addition to conducting
comparative studies of labour legislation and
industrial relations and analyses regarding the
shaping of regional labour standards and their
effectiveness. The latter issue is discussed fur-
ther in this article. Subgroup No. 12’s most
important achievement to date is the approval
of a preliminary draft Multilateral Security
Agreement for Mercosur (Recommendation
No. 3/95). Obviously, this Agreement still has
a long way to go before it can come into effect
because, after approval by the Common Mar-
ket Group, it must be approved by the Council
—which is expected to occur in late 1997 — and
subsequently ratified by the national parlia-
ments of the States Parties.

The Economic and Social
Advisory Forum

The Economic and Social Advisory Forum
(FCES), provided for in arts. 28 and 30 of the
Ouro Preto Protocol, is the only body with
competence in the labour sphere among the
standing bodies provided for in the founding
treaty of Mercosur, since the current WSG
No. 10 was established by a Common Market
Group Resolution (“derived law” in European
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terminology) and forms part of the Group’s
internal structure. The same applies to meet-
ings of the Ministers of Labour. Art. 28 of the
Protocol states that the FCES is a “body for rep-
resenting the economic and social sectors”. It
further specifies that the FCES “should be com-
posed of an equal humber of members from
each State Party” which constitutes a departure
from the European Union Committee model.

Article 29 provides that it will have an
“advisory function”, which is clear from its
title. Although it is customary in comparative
law for economic and social committees or
councils to function in an advisory, as opposed
to an executive decision-making capacity, it is
not usual for this to be included in the title of
the body.

Article 29 further provides that the FCES
“will act through recommendations to the
Common Market Group” which is the execu-
tive body of Mercosur. In other words, the
FCES will draft is own internal regulations,
which will require no approval or authoriza-
tion by any other body, other than the mere
acceptance by the Common Market Group.

Finally, article 30 stipulates that the Eco-
nomic and Social Advisory Forum will submit
its internal regulations to the Common Market
Group for the purpose of standardization. In
this manner, the FCES will draft its own inter-
nal regulations that will require neither the
approval nor the authorization of any other
body, just standardization by the Common
Market Group.

In accordance with this provision, and in
the exercise of their collective autonomy, the
trade union and employer organizations of the
four Mercosur countries negotiated the rele-
vant Statutes and established the Economic
and Social Advisory Forum. Their first step
was to set up “national FCES sections” which
were not necessarily of homogeneous confor-
mation. It was decided that each national sec-
tion would appoint nine representatives to the
Mercosur FCES, resulting in a total of 36 mem-
bers. Within each national representation, the
principle of numerical parity is observed
between representatives of employers and
workers. Each national section then decides
whether it will include other sectors (con-
sumers, environmentalists, students, etc.) and,
where this is the case, they decide how many
representatives of these sectors would be
included in the respective delegations.

In their second plenary session, held in Rio
de Janeiro on 30 October and 1 November 1996,
the Forum drew up a lengthy list of topics to be
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dealt with and regarding which it would, as the
case may be, ultimately pronounce opinions.
From this long list, in which economic and
social topics, in the broadest sense, predomi-
nate over specifically labour issues, the first
matters addressed were those relating to
employment policy, industrial policy, relations
with the Latin American Integration Associa-
tion (LAIA) and with the American Free Trade
Area, and consumer protection.

During the course of its third meeting, held
in Asuncion on 21-22 April 1997, it issued its
first two recommendations, regarding the
American Free Trade Area (No. 1) and non-tar-
iff barriers and bureaucratic obstacles in Mer-
cosur (No. 2). During its fourth plenary session,
held in Montevideo from 4-5 September 1997,
the FCES adopted recommendations Nos. 3, 4
and 5 on negotiations between Mercosur and
the other ALCA countries, Unilateral measures
by governments that might affect intra-zone
trade, and job promotion policies, respectively.

Consultative machinery alone
not enough

Thus, the FCES has indeed begun to oper-
ate, but the predominantly advisory nature
of its function, and the practical antecedents
from Europe, are enough to stir doubts as to
whether this body, single-handedly, will mea-
sure up to the task of constructing a social
space within Mercosur, and ensure effective
social participation in the integration process.
In other words, the FCES is not sufficient in
itself to ensure that corporate citizenship is rec-
ognized in Mercosur.

Sources of power monopolized

This democratic shortfall is not confined to
the FCES which issues recommendations to the
Common Market Group, a body of non-social
composition. More serious yet is the circum-
stance that, under article 26 of the Ouro Preto
Protocol, “the Joint Parliamentary Commission
will submit recommendations to the Common
Market Council, through the Common Market
Group”. Not only may the constitutionality be
questioned in individual States Parties of the
quasi-dependence of the parliamentary body of
Mercosur on the bodies of ministerial composi-
tion, but it also highlights the fact that the par-
ticipation of civil society is subordinate to the
sources of decision-making power which are
monopolized by the economic and diplomatic
spheres of the national executive powers.



The meetings of the Ministers
of Labour

Decisions 5/91 and 1/95 of the Common
Market Group provide for meetings between
the Ministers of the Economy (and Presidents
of the Central Banks), of Education, Justice,
Agriculture and Labour, “to deal with matters
relating to the Treaty of Asuncidn, in their
respective areas of competence”.

In this context, a number of meetings have
been held among Mercosur Labour Ministers,
which have proved particularly useful during
the interim period between the termination of
WSG No. 11 and the establishment of its suc-
cessor, WSG No. 10.

The fact that these meetings - though
belonging to an organic structure — are of a flex-
ible nature and are held on an irregular basis, in
addition to frequent and ready contacts
between the Ministers of Labour of the States
Parties of Mercosur, means that the importance
of these meetings of Ministers can only be
appreciated in relation to circumstantial factors.

The shaping of international labour
standards for Mercosur

Mercosur has not yet produced its own
supra- or international labour law, although its
“Mercosur action programme to the year
2000” provides that “the evolution of the inte-
gration process requires that agreements on
labour and social rights should be examined”.
This topic was in the forefront of the work of
Committee No. 8 (Principles) of former WSG
No. 11. The Principles Committee of former
WSG No. 11 had even recommended the joint
ratification, by the four States Parties of Merco-
sur, of a set of ILO Conventions which would
thereby create a joint body of minimum inter-
national labour standards, and put to the floor
the proposal adopting a Mercosur social char-
ter. Both initiatives had been proposed by Pro-
fessor Héctor-Hugo Barbagelata in a report
commissioned by the ILO.

In addition, the Multilateral Social Security
Agreement could become the first substantive
international standard of labour and social secu-
rity law to be directly approved by Mercosur.

The joint ratification of a set of core
international labour standards

Committee No. 8 (Principles) of the former
WSG No. 11 of Mercosur recommended that
the four member States should ratify as a body

a set of international labour standards. The list
was drawn up through tripartite negotiation
and includes 34 ILO Conventions (see figure
2), which indicates those agreements which
have already been ratified by the four coun-
tries (R) and those that have not yet been rati-
fied by some of them (U) ).

This is an open-ended list which can be
supplemented and which includes a number
of key Conventions, such as Nos. 11, 98, 135,
151 and 154 regarding freedom of association
and collective bargaining, No. 144 on tripartite
consultation regarding ILO related matters,
Nos. 100, 105 and 111 on equality, forced
labour and non-discrimination, Nos. 1 and 30
on limitation of the working day, No. 14 on
weekly rest, Nos. 26 and 95 on wages, together
with others on safety and health, labour
inspection and vocational rehabilitation.

The objective is to create a minimum floor
of protection of workers’ rights in the region,
one that is valid throughout the entire geo-
graphical area of Mercosur. By ratifying as a
single body a set of international Conventions,
the aim of member States is to create a common
or uniform body of international law, as opposed
to supranational law.

See figure 2, which lists the 34 Conventions
selected, of which the following 12 had been
ratified by all four member States of Mercosur
by 10 June 1995:

No. 11 on the right of association (agricul-
ture), 1921.

No. 14 on weekly rest (industry), 1921.

No. 26 on minimum wage-fixing machin-
ery, 1928.

No. 29 on forced labour, 1930.
No. 81 on labour inspection, 1947.
No. 95 on the protection of wages, 1949.

No. 98 on the right to organize and collec-
tive bargaining, 1949.

No. 100 on equal remuneration, 1951.

No. 101 on holidays with pay (agriculture),
1952.

No. 111 on discrimination (employment
and occupation), 1958.

No. 115 on radiation protection, 1960.

No. 159 on vocational rehabilitation and
employment (disabled persons), 1983.

Their importance lies in the fact that, at the
present time, they constitute the entire body of
Mercosur’s substantive body of international
labour law.
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Fig. 2. Recommendations of the former WSG No. 11 of Mercosur: agreed list
of ILO Conventions to be ratified by Mercosur member States

No. Convention Argentina Brazil Paraguay  Uruguay
1 Hours of Work (Industry) R U R R
11 Right of Association (Agriculture) R R R R
13 White Lead (Painting) R U U R
14  Weekly Rest (Industry) R R R R
19 Equality of Treatment (Accident Compensation) R R U R
22 Seaman’s Articles of Agreement R R U R
26  Minimum Wage-Fixing Machinery R R R R
29  Forced Labour R R R R
30 Hours of Work (Commerce and Offices) R U R R
77  Medical Examination of Young Persons (Industry) R U R R
78 Medical Examination of Young Persons
(Non-Industrial Occupations) R U R R
79  Night Work of Young Persons
(Non-Industrial Occupations) R U R R
81 Labour Inspection R R R R
90 Night Work of Young Persons (Industry) R U R R
95 Wages protection R R R R
97  Migration for Employment U R U R
98 Right to Organize and Collective Bargaining R R R R
100 Equal Remuneration R R R R
105 Abolition of Forced Labour R R R R
107 Indigenous and Tribal Populations R R R U
111  Discrimination (Employment and Occupation) R R R R
115 Radiation Protection R R R R
119 Guarding of Machinery U R R R
124  Medical Examination of Young Persons
(Underground Work) R R R U
135 Workers’ Representatives U R U U
136 Benzene U R U R
139  Occupational Cancer R R U R
144  Tripartite Consultation (International
Labour Standards) R U U R
151 Labour Relations (Public Service) R U U R
154  Collective Bargaining R R U R
155  Occupational Safety and Health U R U R
159 Vocational Rehabilitation and Employment
(Disabled Persons) R R R R
162  Asbestos U R U U
167 Safety and Health in Construction U U U U
(R) Ratified. (U) Unratified.

A Mercosur social charter?

The Declaration in Montevideo by the
Labour Ministers of the Mercosur member
States of 9 May 1991 (which emphasized the
need to “devote attention to the labour aspects
of Mercosur” and represented the immediate
antecedent to the creation of the former WSG
No. 11), already referred to the desirability of
studying the viability of adopting a social
charter for Mercosur. In line with the above-
mentioned recommendations by Professor
Barbagelata, together with the joint ratifica-
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tion of specific ILO Conventions, the social
charter would consolidate the network of
international protection of workers’ rights in
Mercosur.

Committee No. 8 (Principles) of former
Mercosur WSG No. 11 agreed to study the
viability of framing a Social Charter or Char-
ter of Fundamental Rights in Labour Matters
for Mercosur, which could in principle fea-
ture as an additional protocol to the Treaty of
Asuncién, to be ratified by each State Party,
and to set up a tripartite sub-committee for
this task. The Committee proposed and con-



ducted studies on the possible nature, con-
tent and effectiveness of a social charter. The
detailed preliminary draft was drawn up by
the Trade Unions’ Coordinating Body for the
South, entitled “Charter of Fundamental
Rights of Mercosur. Proposal by workers.”
Discussions and studies have considered
which rights should be included in the char-
ter, its effectiveness and monitoring mecha-
nisms, including the possibility of imposing
penalties for non-compliance, or the creation
of a type of international tribunal which
could ultimately introduce a degree of supra-
nationality.

Some political impetus lost

However, the matter did not pass the nego-
tiation stage which was, moreover, suspended
when former WSG No. 11 of Mercosur ceased
to function. Subsequently, the social charter
initiative lost some of the political impetus that
it had displayed in previous years, although
we believe that Mercosur will sooner or later
adopt a European-style Charter or Declaration.

After considerable hesitation, at its meeting
held from 19-22 August in Montevideo, WSG
No. 10 placed the subject on its agenda and set
up a tripartite ad hoc group with one represen-
tative for each sector and country, with respon-
sibility for “analysing proposals for approving
an instrument containing a core of fundamen-
tal rights, and a supervisory mechanism with
participation of the social sectors” (Records
No. 2/97 of the V Meeting of WSG No. 10). In
addition, the Mercosur Joint Parliamentary
Commission recommended on several occa-
sions that a social charter for Mercosur should
be approved, and this topic also features on
the agenda of the Economic and Social Advi-
sory Forum.

Some Mercosur member States have been
discussing an alternative to the social charter
which calls for the adoption of a technique sim-
ilar to that of the Complementary Labour
Agreement of the Nafta, consisting of a mecha-
nism for monitoring the effective application of
national labour standards without creating a
body of supra- or international standards or
principles. Such an alternative would mean
that the compliance commitment would have
to emanate from an international source,
together with some form of supra- or interna-
tional monitoring. Moreover, the “Mercosur
action programme to the year 2000” includes
both possibilities, in the form of cumulative as
opposed to alternative actions. It is stated, on

the one hand, that “the evolution of the inte-
gration process calls for the examination of
agreements on labour and social rights”, and
then goes on to add that “likewise, greater
cooperation will be encouraged in connection
with compliance and monitoring of labour
standards” (paragraph 3.2 of Chapter II).

Draft Mercosur multilateral
social security agreement

WSG No. 10 and the Common Market
Group approved a draft multilateral social secu-
rity agreement for Mercosur and a draft Admin-
istrative Agreement for its implementation.

The draft agreement specifies that the social
security rights provided for in this document
“will be recognized for all workers who pro-
vide or have provided services in any of the
Contracting States, attributing to them and to
their family members and dependants the
same rights and imposing on them the same
duties as nationals of those States.”

Overall, this document incorporates the
fundamental material principles of basic inter-
national social security law, namely: the appli-
cation of the law of the place of execution,
equality, conservation of acquired rights, the
cumulative nature of rights and pro rata. Arti-
cles 4 and 5 of the draft agreement stipulate
that, under the agreed principles, the legislation
applicable will be that of the place where the
worker carries out his or her activity, with the
usual exceptions of such cases as liberal profes-
sions, technicians, executives, etc., who are
transferred for limited periods, workers in spe-
cific transport companies and members of
diplomatic and consular representations.

The principle of equality and non-discrimina-
tion between nationals and foreigners is
embodied in the above-mentioned article of
the draft agreement which recognizes that
workers, family members and dependants
who provide or have provided services in any
of the Contracting States should enjoy the
same rights and obligations as nationals.

The principle of conservation of acquired rights
is not expressly stated in the document,
although it is inherent in the express state-
ment of the principles of cumulative rights
and pro rata.

The fact that periods of insurance or contribu-
tions are cumulative means that the periods of
insurance or contributions paid in the territo-
ries of “any of the Contracting States will be
considered for purposes of benefit entitle-
ment”, in which regard provision is also made
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for the criteria of “pro rata” distribution of the
costs of benefits (art. 7), whereby the total cost
of the benefit is divided between the countries
in which it was generated in proportion to the
period worked (and for which contributions
were paid) by the beneficiary or subject in each
of them.

The draft agreement also contains special
rules regarding health benefits for workers
who are temporarily moved and rules regard-
ing individual capitalization pension regimes,
among other matters.

Mention should be made of the provision
that the documents to be used in implementing
the agreement will not require official, autho-
rized or consulate-legalized translation, pro-
vided that they have been processed through an
administrative entity or national link body (art.
13), and of the provision for setting up a Stand-
ing Multilateral Committee for implementing
and interpreting the agreement (art. 16).

As stated in paragraph 2.1, this draft agree-
ment, which has already been approved by
WSG No. 10 and by the Common Market
group, cannot come into effect until it has been
approved by the Common Market Council and
has been subsequently ratified by the parlia-
ments of the four member States.

Trade union structures and action
in Mercosur

Action by trade unions has been the dri-
ving force behind the early development of the
social dimension of Mercosur. It will also be
essential in ultimately achieving full recogni-
tion of this dimension. However, trade unions
and their activities will have to be re-scaled if
they are to be truly effective in constructing the
social space of Mercosur. Indeed, the function
of Mercosur as a free trade zone and customs
union, and its tendency to become a new,
more-or-less unified political entity, brings
with it the internationalization of the geo-
graphical, political and economic context of
labour relations. In other words, labour rela-
tions are being conducted in an increasingly
international context which, in turn, calls for
international-level social players.

New life for the Trade Unions’
Coordinating Body

The international context (integrated
region) calls for international (regional) trade
union action which cannot occur without inter-
national-level (regional) players. The trade
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unions of the Mercosur countries were quick to
understand this and made use of the instru-
ment that already existed in the Treaty of Asun-
cién, namely the Trade Unions’ Coordinating
Body for the South, which covers both the Mer-
cosur countries and Bolivia and Chile. Merco-
sur’s Trade Union Committee, set up within
that pre-existing coordinating body, in turn
played a key role in relaunching and revitaliz-
ing the Coordinating Body which proved effec-
tive in focusing its activities within Mercosur.

Always on call

The Coordinating Body played a very vigor-
ous and effective role both in the former WSG
No. 11 of Mercosur and at the time when the
Economic and Social Advisory Forum was tak-
ing shape. It now has a permanent place both
within the Forum and in WSG No. 10. The Trade
Unions’ Coordinating Body for the South and its
Mercosur Trade Union Commission continue to
serve as coordinating bodies, without going so
far as to constitute a genuine international orga-
nization with its own structure and authorities,
although these steps are now necessary.

The Industrial Council

For their part, employers’ organizations
were slower to react to the change in circum-
stances. The Mercosur Industrial Council was
not created until 1994, followed by the Council
of Mercosur Chambers of Commerce. These
two coordinating bodies are not only more
recent but are also less active than the trade
union entities.

More workers’ participation
bodies needed

It is clear that the strengthening of these
structures is a conditio sine qua non for the effec-
tive participation of workers and employers in
regional integration. The recognition of the
representation of civil society in Mercosur
depends, to a large extent, on the existence of
appropriate trade union structures and func-
tions: firstly, effective trade union action, at the
right level, is essential to ensure that the social
dimension of integration is not displaced once
and for all by the purely commercial facet; and
secondly, because the regional-level trade
union structure, with regional objectives, is
essential in generating other forms of workers’
participation instruments, in particular, re-
gional collective bargaining.



Collective conflicts or regional
bargaining

Indeed, the regionalization of the economy
and politics, on the one hand, and of trade
union structures and functions, on the other,
will eventually lead to the emergence of
instances of regional collective bargaining and
of collective conflicts at the same level. One
school of opinion considers that a collective
conflict involving some or all Mercosur mem-
ber States will trigger the emergence of collec-
tive bargaining in that sphere in order to
resolve it. But whatever the genetic conflict-
bargaining order (which, in the last instance,
may be seen in terms of the chicken and the
egg), there is no doubt that the horizon of
labour relations in Mercosur necessarily bears
a “Mercosur” stamp. Such collective bargain-
ing may either be at the level of the enterprise
(enterprise or economic group installed in one
or more of the Mercosur member States), by
branch of activity, or even operate within a
framework agreement or social covenant at
the summit, in the nature of the “joint posi-
tions” which are agreed within the European
Union by the European Confederation of
Trade Unions (ETUC) and the Industrial
Union of the European Community (UNICE).

It follows that the dynamics of negotiation at
the summit between trade union confederations
and employers’ groups within the Economic
and Social Advisory Forum might facilitate the
contacts and the personal and institutional rela-
tionships which are essential in opening any of
the doors to future collective agreements or
social agreements in Mercosur. At all events,
one fact remains: side by side with the national
systems of labour relations in Argentina, Brazil,
Paraguay and Uruguay, a Mercosur labour rela-
tions system is developing, one that is superim-
posed over the systems of the four member
States and functions simultaneously and in
interaction with them, but with its own players
and its own set of dynamics.

Conclusions

Mercosur has developed rapidly as a free
trade zone and customs union. As an interna-
tional trading block, it can only be described,
to date, as highly successful. It was launched
in 1991 and is, in fact, one of the only two
regional customs unions existing in the world.
In the course of a few years, intraregional
trade has grown spectacularly and the group
is beginning to take its place abroad as a uni-

fied body, as exemplified by the current nego-
tiation of a free trade agreement with the
European Union.

However, Mercosur has not developed its
social dimension at the same rate.

In fact the 1991 Treaty of Asuncidn leaves
out the social and labour aspect altogether,
despite which the social space for Mercosur
began to take shape almost immediately. The
major milestones in this process were laid by
trade union activity, efforts on the part of the
Trade Unions’ Coordinating Body for the
South, those of the Ministries of Labour, labour
doctrine, in conjunction with the setting up of
WSG No. 11 (currently WSG No. 10) and of the
Economic and Social Advisory Forum. These
are currently the only bodies that can be said
to specialize in labour affairs within Mercosur
and, consequently, the only institutional space
open to the participation of workers and
employers in regional integration.

Alongside these achievements, proposals
and discussions regarding the adoption of
substantive international labour standards for
Mercosur have not gone beyond the proposals
stage, with the result that the existing substan-
tive labour law of Mercosur is confined to the
12 ILO Conventions ratified by all four States
Parties.

Moreover, the lack of participation in Mer-
cosur, as emphasised elsewhere, is not
restricted to the players in the labour relations
system, but applies to civil society as a whole.
This is clearly demonstrated by the relatively
subordinate position assigned in the Ouro
Preto Protocol to the position of the Joint Par-
liamentary Commission and the Economic and
Social Advisory Forum. These are the only
organs which ensure the participation of civil
society in Mercosur and they clearly enjoy
poor status vis-a-vis the technical, economic
and diplomatic organs of implementation.

The social dimension of Mercosur is poorly
developed not only in comparison with the
European Union, but also in comparison with
Nafta, which is strikingly contradictory: while
Mercosur is already a customs union and
intends shortly to become a common market, it
has not yet managed to produce its own
framework of labour standards. Meanwhile,
the Nafta, which is just a free trade agreement
and does not aspire to any further level of inte-
gration, has, however, produced an additional
labour agreement and monitoring mechanisms
which are working.

An interesting although relative coincidence
is also apparent in the case of the European
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Union. Following a long process of construc-
tion of the single market, and of its political
and social dimension, Europe today is facing
the worrying conclusion that the structure
does not operate in a sufficiently democratic
manner. A degree of contradiction appears to
occur between the objective (an increasingly
close union between the peoples of Europe)
and the means of diplomacy and trade
employed; consideration is being given to the
question of whether or not citizens should par-
ticipate more directly in institutional Europe
which would thereby recover its full democra-
tic legitimacy. It is stated that, to achieve this,
the Parliaments of member States would have
to be involved in all mechanisms for framing
and monitoring decisions, and the presence of
parties, trade unions and associations would
have to be strengthened in order to achieve a
democratic “recasting” of the Union.

Trade union action at the forefront

The question might be asked as to whether
Mercosur, which is still in the early stages of
organization, is not reproducing these same
democratic shortcomings from the very start,
in the form of a reluctance to recognize the
social dimension as expressed in the limited
number of institutional spaces for citizen and
trade union participation and in the relegation
of the latter to a secondary level. As is usual,
however, it is easier to identify the problem
than to take corrective action. Even if such a

lack were to be recognized, it is unlikely that
Mercosur’s current centres of technical-
commercial decision-making will take correc-
tive action to enhance democracy and
participation. The only immediate solution lies
in trade union action which may be accompa-
nied or backed by the efforts of the Ministries
of Labour, Parliaments and political parties.

A system of labour relations of an interna-
tional scale or at regional/international level is
being developed for Mercosur and will at
some point come to fruition.

The constitution of international trade
union bodies or coordinating bodies between
national organizations are the first inadequate
but essential steps towards the creation of
international players, that is, trade union enti-
ties with a structure and scope that are in
keeping with the new regional context. Subse-
quent steps will in due course involve the con-
solidation of these southern market trade
union structures and the appearance, in an
unpredictable chronological order, of multina-
tional collective agreements and of collective
conflicts at the same level.

It is likely that, in the Latin American con-
text, workers’ participation in enterprises will
take considerably longer to become reality in
Mercosur than in the European Union. Nonethe-
less, “macroparticipation” has already been
institutionalized in the Advisory Forum which,
despite its shortcomings, produces worthwhile
“demonstration” and “practice” effects.
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Mercosur — Integration, labour, and social rights

Economic and trade integration

The Common Market of the Southern Cone
(Mercosur) is an economic mechanism of deci-
sive importance. Its four member States
(Argentina, Brazil, Paraguay and Uruguay)
together account for 45 per cent of the total
population of Latin America (almost 200 mil-
lion people) and 50 per cent of its product.
Chile and Bolivia participate as associate
members, under the 4 + 1 formula.

Join in globalization

During the six years that have elapsed since
the conclusion of the Treaty of Asuncion in
March 1991, the Mercosur project has progres-
sively extended its political and economic
scope in member States and in the remaining
Southern Cone countries. Mercosur will be an
“imperfect customs union” with special tariff
regimes until the year 2006 when it will
become a Common Market. Mercosur may
prove to be the principal instrument in incor-
porating these Southern Cone countries into
the current worldwide process of globalization.

In November 1994, in Miami, a “Declara-
tion of Principles” of the Summit of the Amer-
icas was approved by 34 of the hemisphere’s
heads of State and government. The Declara-
tion states that “free trade and closer economic
integration are key factors in raising the stan-
dard of living and improving the employment
conditions of the peoples of North and South
America, and in protecting the environment”.
The establishment of the American Free Trade
Area (AFTA) involves the progressive disman-
tling of barriers to trade and investment and
the full operation of the free trade area by
2005. On the occasion of the Miami meeting,
the Inter-American Regional Organization of
Workers (ORIT)/International Confederation
of Free Trade Unions (ICFTU) proposed to the
heads of State and government that, in addi-
tion to the seven working groups responsible
for framing trade and investment measures,
an additional working group and a regional
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forum should be created for tripartite discus-
sion of how to incorporate the social clause in
the AFTA. The majority of governments, how-
ever, continue to maintain that the Interna-
tional Labour Organization is the organization
which is competent for labour matters.

A charter of fundamental rights

It is the view of the United States govern-
ment that Mercosur should be considered to be
a trade subsystem that is subordinate to the
objectives and standards/rules of the American
Free Trade Area. However, in September 1996,
the Mercosur Council Meeting in Florianopolis
(Brazil) specified that the objective of the Amer-
ican Free Trade Area is to create a free trade
zone, while that of Mercosur is to create a Com-
mon Market, as specified in the Treaty of Asun-
cion. In February 1997, in the meeting of
American Free Trade Area Deputy Ministers of
Trade in Recife (Brazil), the governments of the
four Mercosur member States confirmed that
the purpose of subregional integration is to
create a common market which includes more-
favoured treatment to other members than to
third-party countries. This position is supported
by the national trade union confederations and
by the Trade Unions’ Coordinating Body for the
South (CCSCS) who further advocate a Merco-
sur supranational Charter of Fundamental
Rights to protect workers’ rights. This position
is being resisted by the governments of member
States. In short, tension reigns between the
American Free Trade Area and Mercosur which
can only be settled through negotiations
between the parties.

Differences in scales of their economies

Argentina and Brazil are the largest Merco-
sur partners. The differences in scale between
their economies and markets and those of
Paraguay and Uruguay, the other two mem-
bers, are enormous: Brazil's gross product is
between 40 and 50 times larger than that of
Paraguay and Uruguay, while that of Argentina
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is almost 20 times larger. The two larger coun-
tries account for 97 per cent of Mercosur’s total
product and 90 per cent of its population. Mer-
cosur is of vital importance for the two smaller
countries in that reciprocal trade with Mercosur
accounts for between 60 per cent and 70 per
cent of their total trade.

Mercosur and the world market

Mercosur must settle the central issues of
increasing unemployment and the difficulty
of creating jobs. However, new jobs can be
created in the integrated subregion only if the
rate of growth of Mercosur’s trade with the
other regions of the world can outstrip that of
product. Although intraregional trade did
indeed expand more rapidly than product in
1990-95, Mercosur’s share in world trade
stood at a mere 2 per cent in 1994, on account
of scale. The principal export products of Mer-
cosur countries, which enjoy comparative
advantages, are not dynamic, and the compet-
itiveness of their technology- and human
capital-intensive products leaves much to be
desired.

The functioning of the old import substitu-
tion and protectionist system has undergone a
radical transformation with the opening up of
the economies since domestic markets are no
longer the exclusive preserve of domestic enter-
prises. As globalization advances, companies
must deal with increasingly open competition
on both domestic and international markets.

Cope with new conditions

The governments of the Mercosur member
States intend to maintain existing preferential
customs policies or to introduce new prefer-
ences for members vis-a-vis third-party coun-
tries. This will only be effective if Mercosur can
improve on its current small share of the world
market. In addition, under the adjustment and
stabilization policies implemented in these
countries, state intervention in the economy is
being cut back, with the immediate effect of
substantial job losses in the public sector. In
addition, several links in the chains of produc-
tion in these countries have been replaced by
imported products, which has caused local
companies to close down and led to unem-
ployment. Companies are required to deal with
new, very different circumstances, in the
knowledge that survival, growth and expan-
sion of the labour market will be achieved only
if they remain competitive.
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The labour market

Mercosur will generate an immense
labour market. In 1992, the total population of
the Mercosur countries totalled 194 million
people, and this figure is expected to rise to
217 million by the year 2000. Almost 90 per
cent of that population lives in Brazil (154
million in 1992) and Argentina (33 million).
The population of Paraguay in 1992 stood at
4.5 million, and 3.1 million in Uruguay. Chile
and Bolivia accounted for a further 24 mil-
lion. The population of the Mercosur coun-
tries is predominantly urban: Argentina 87
per cent, Brazil 77 per cent, Paraguay (rural
country) 54 per cent and Uruguay 91 per cent.
In turn, half the urban population in these
countries live for the most part in cities of
over 1 million inhabitants. The labour market
of the Mercosur countries is composed of
approximately 90 million people, of which
the working population totals 85 million.
While open unemployment stands in 1997 at
5.5 million, underemployment has topped the
30 million mark; that is, 35.5 million workers
are workers in a situation of unemployment
or underemployment. It should be noted that
an overall average of 50 per cent of workers
are employed in the urban informal sector in
Mercosur countries, which represents a pre-
ponderant share of low-skilled, that is, low
quality jobs which offer no social security or
welfare and low levels of pay. It is calculated
that 4 million children work in Mercosur
countries for a weekly average of 46 hours,
for which they are paid below the minimum
wage.

Refuge jobs

Job creation rates between 1990 and 1995
vary widely. The highest annual rate of job
creation (5.8 per cent) is recorded by
Paraguay, revealing a marked dynamism in its
labour market. However, this rate includes
low quality “refuge jobs” which are not
included in the statistics submitted by other
countries; consequently, the figure is not com-
parable. During the period under analysis, the
remaining member States’ rates of annual job
creation were, in declining order, Brazil (2.6
per cent), Paraguay (1.5 per cent), while
Argentina recorded the lowest (1 per cent)
rate of job creation.



Less jobs in public sector,
more in private sector

Although new jobs were created in all the
economies of the Mercosur countries, the vol-
ume was not sufficient to satisfy the demand
generated by the total number of workers enter-
ing the labour market. Hence, the levels of
urban unemployment between 1990 and 1996
were high in Argentina (17.3 per cent), rela-
tively high in Uruguay and Paraguay (9.2 per
cent and 6.6 per cent respectively) and lower in
Brazil (4.3 per cent). Meanwhile, formal private
employment grew slowly over this period in
Argentina and Brazil (0.8 per cent and 0.2 per
cent respectively) and at moderate rates in
Paraguay and Uruguay (2.6 per cent and 2 per
cent). Finally, employment in the public sector
declined in all member States between 1990 and
1996, with the exception of Paraguay where it
grew by 5.3 per cent. In short, private formal
employment has risen, to varying degrees, in all
member States, while employment in the public
sector has declined, representing a drop in the
share of total formal employment (public and
private combined) in total employment, with a
concomitant growth in informal employment.

Women and youth

The informal sector (which includes domes-
tic service, self-employment and microenter-
prises) has experienced considerable growth in
Argentina, Brazil and Paraguay, accounting for
50 per cent of total employment in 1996.
Hence, for the region as a whole, the informal
sector predominated in the growth and struc-
ture of employment with a simultaneous rise
in unemployment. As in most Latin American
countries, women and young people are those
who are most affected by unemployment in
Mercosur.

Changing in two ways

The member States of Mercosur are no
exception to the process of structural change
currently being experienced by most Latin
American countries, whereby the economic
development model of import substitution
(pursued since the 1930s) is being replaced by
market economies of scale. The fact that Mer-
cosur is participating in the process of global-
ization and creation of regional spaces means
that it is increasingly open to foreign markets,
with the result that it is undergoing a dual
transformation.

Competitiveness, productivity,
employment and wages

Within Mercosur, a discussion is currently
ongoing — within governments, and employ-
ers’ and workers’ organizations as in other
social sectors — regarding the most effective
economic model and policies for boosting
economic activity and competitiveness and
increasing jobs and levels of pay. It is generally
agreed that the difficulty of choosing between
models is worldwide, but that particular fea-
tures prevail in Mercosur where any solution
calls for a concerted social commitment
between the social partners and the States.

In favour of the giants

The establishment of Mercosur has created
national economies of scale, leading to a
restructuring both of capital and labour and of
the relationship between them. The opening
up of the economy is galvanizing economic
activity, although not all companies can gain
access to the integrated space composed of
national market economies. The combined
expansion of the regional market and height-
ened competition have served to strengthen
the major economic groups and multinational
enterprises, triggering a crisis in the Small and
Medium Enterprise (SME) sectors. As for the
workers, a “regional working class” is being
created, although diverging levels of produc-
tivity increases may spark off competition
between workers.

Special favours for capital

Should the productivity of labour increase
more rapidly than production, and should the
mobility of labour increase in the form of
migratory flows in quest of jobs under work-
ing conditions that may be below those stipu-
lated in national legislations and collective
agreements, competition among workers would
be liable to increase, with a consequent drop in
wages and living conditions so that capital
would end up making competitiveness depend
on reduced labour and wage bills. Within this
logic, member States will seek to offer prime
conditions which permit large investors and
multinational enterprises to achieve competi-
tiveness through low wages, for which pur-



and working conditions have prompted closer
trade union cooperation in Southern Cone
countries with a view to countering competi-
tion between workers, particularly through the
creation of the Trade Unions’ Coordinating
Body of the South and the trade unions’ pro-
posed “Charter of Fundamental Rights”.

No downward levelling

Mercosur was the outcome of the need for
larger markets in order to achieve producers’
surplus, that is, to sanction the termination of
industrial growth processes based on import
substitution, and to adapt to the new rules
of globalization and the opening up of
economies. To achieve this, the CCSCS main-
tains that member States should pursue simi-
lar levels in terms of wages, taxes, tariffs,
general infrastructure costs, etc., with a view
to creating a new economy of scale in the
Southern Market space. Non-competitive
enterprises within member States will be dis-
placed by the enterprise concentration
process, for which reason the CCSCS main-
tains that a “downward levelling” of wages
should not be necessary to a achieve a reduc-
tion in labour costs. The establishment of
Mercosur has caused the trade unions of the
member States to become involved in a com-
plex process of interdependence and competi-
tion among enterprises. Thus, on the one
hand, large local economic groups and the US
and European multinationals endeavour to
occupy all possible accumulation niches and
use Mercosur as a new platform to achieve
competitiveness at world level. However, this
of course does not exclude conflicts among
large local economic groups and the multina-
tionals. In order to compete on the new mar-
ket, swift mergers occur between local
enterprises (at the local level and between
countries) for the purpose of achieving the
necessary levels of capitalization. In some
cases, these mergers include foreign capital.
In other instances, the alternative is to sell off
companies in unpromising sectors in order to
invest in new activities. Consequently, if
workers’ organizations are to be effective in
defending their members, they must be famil-
iar with the complex fabric of commitments
and tensions in relationships of association
and competition between the local economic
groups and multinational enterprises.
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Change the rules of the game
worldwide

The CCSCS has warned that the workers of
member States may be the victims of an
unequal capital structure in Mercosur. How-
ever, trade union organizations cannot pre-
serve jobs and incomes through nationalistic
stances that hamper the mobility of capital and
of labour. Hence, trade union strategy should
be based on a global approach, at the regional
level, in the quest to change the ground rules
and ensure that competitiveness is achieved on
the basis of a diversification of supply and
guality and not through an erosion of direct
and indirect wages (contributions to social
welfare, health, etc.), within a context of the
integrated and comprehensive growth of the
national economies.

A common labour platform

Supranational legislation should be framed
to facilitate the automatic assimilation of immi-
grant workers into national labour regulations
in order to avoid overexploitation (for instance,
in the Argentinian textile industry which ille-
gally uses foreign labour) and prevent any
escalation of racism and xenophobia on the
part of local workers who consider that for-
eigners are “taking” their jobs. The subregional
trade union strategy should be to draw up a
joint labour platform of homogeneous labour
and working conditions (for example, 6-8 hour
working days, minimum wages, salary scales
negotiated by branch of activity, joint pension
schemes, vocational training curricula, etc.).
Trade unions should endeavour to introduce
framework agreements between companies
and trade unions in economic sectors with a
view to facilitating the homogenization of
wages and working conditions (for example, in
the automobile, energy and transport sectors).
However, this will only be possible if the
respective national workers’ organizations
resist the temptation to make working condi-
tions flexible in the interests of encouraging
foreign investors to choose one country at the
expense of the other.

Risk of segments

Therefore, when discussing the labour mar-
ket in Mercosur, we should bear in mind that
sustained and balanced growth among the
countries must necessarily strive for higher
levels of pay if the markets for goods are to



expand. Otherwise, the predominance of low
wages and the widespread casualization of
jobs, combined with unemployment and infor-
mal employment, will lead the labour market
to split into high productivity/income versus
low productivity/income segments which
experience has shown to lead to economies
with low average productivity/incomes. Such
sectors produce tradeable goods with compar-
ative advantages and achieve a higher rate of
productivity by introducing hard and soft
technological innovations.

The benefits of integration
for workers

Mercosur is structured as a set of inter-
governmental institutions intent on promot-
ing free trade and integration. The workers’
organizations belonging to the CCSCS advo-
cate a supranational structure in the nature of
the European Union’s, for reasons connected
not only with political and trade union ques-
tions but also for motives that are closely
linked to the labour market. Indeed, properly
resolving issues related to wages, working
conditions, security, migration, etc., which
are all components of the structure of the
labour market, call for supranational labour
and social policies.

Humanizing work

Such policies will commit Mercosur to
operate and develop supranational institu-
tions which guarantee the humanization of
employment and labour market regulations in
line with the social security concerns of the
welfare State. The unions consider that this
goal is not negotiable in structuring a labour
market that is in a position to deal with the
challenges of greater competitiveness and pro-
ductivity within Mercosur and between Mer-
cosur and the world economy. For the past ten
years, the trade unions of the countries in the
region have been acting in a coordinated man-
ner in the context of endeavours to create a
progressive Mercosur that promotes equality.
The CCSCS further considers that this trade
union aspiration should provide a semblance
of response to its proposals relating to the
social dimension of Mercosur by matching it
with the scenario that will emerge with the
ultimate construction of the AFTA, with its
accompanying requirement of a continent-
wide social dimension.

The political presence of trade unions
in Mercosur

Origin and objectives of the CCSCS

1997 marks the eleventh anniversary of the
founding in Buenos Aires of the CCSCS, with
the support of the International Confederation
of Free Trade Unions (ICFTU) and of the Inter-
American Regional Organization of Workers
(ORIT), the former’s representation for the
American hemisphere. The CCSCS’s sphere of
activity focuses on the Southern Cone coun-
tries of Latin America (Argentina, Bolivia,
Brazil, Chile, Paraguay and Uruguay). Since its
creation, the CCSCS, which is an autonomous
trade union organization with strong links
with the ORIT/ICFTU, has adopted numerous
coordinated measures for the purpose of: (a)
promoting the restoration of political democ-
racy in the Southern Cone countries (it should
be remembered that, in 1986, Argentina was
the only democratic country); (b) debating and
framing economic and political programmes
offering an alternative to neoliberalism; (c)
guaranteeing the participation of workers in
Mercosur; (d) promoting trade union training;
(e) furthering the cooperation of the CCSCS
and its members with the International Trade
Secretariats (ITSs); and (f) strengthening links
between workers’ organizations and the ILO.
Over the last ten years, the CCSCS has suc-
ceeded in overcoming the difficulties caused
by the fact that national trade union confeder-
ations in the Southern Cone had previously
been isolated, and has now successfully gath-
ered strength to the extent that it has become a
focus of political and trade union solidarity
and cooperation between national trade union
movements of the Southern Cone countries
and between these movements and the
ORIT/ICFTU.

Take into account the impact
of the process

In the light of Mercosur’s strong impact on
the labour markets of its member States and,
by extension, on the living and working condi-
tions of millions of workers, the CCSCS has
opted to give priority during these years to its
activities in Mercosur, given that the objectives
of economic and social advancement in each
country cannot be viewed in isolation from the
impact of the integration process on national
economies and on national labour markets.
The CCSCS is composed of the following trade
union confederations: Confederacién General
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del Trabajo (CGT), in Argentina; Central Obr-
era Boliviana (COB); Central General de Traba-
jadores (CGT), Central Unica de Trabajadores
(CUT) and Forga Sindical (FS), in Brazil; Cen-
tral Unitaria de Trabajadores (CUT), in Chile;
Central Unica de Trabajadores (CUT) in
Paraguay; and the Plenario Intersindical de
Trabajadores — Convencion Nacional de Traba-
jadores (PIT-CNT), in Uruguay. The location of
the headquarters of the CCSCS rotates regu-
larly and is currently in Sdo Paulo, Brazil
(1996-98).

Not all workers’ organizations
in CCSCS

It should be noted that several national
workers’ organizations do not participate in
the CCSCS, including the Central de Traba-
jadores Argentinos (CTA) (not to be confused
with the Movimiento de Trabajadores de
Argentinos (MEA) of Argentina which parti-
cipates through the CGT); three confedera-
tions affiliated to the World Confederation
of Labour, and its branch in the region, the
Central Latinoamericano de Trabajadores
(WCL/CLAT); the recently-formed Centrales
Auténomas de Trabajadores (CAT) of Brazil
and Chile; and the Central Nacional de Traba-
jadores (CNT) of Paraguay. Some of these
workers’ organizations participate in the Eco-
nomic and Social Advisory Forum. Approxi-
mately 85 per cent of unionized workers in the
Southern Cone countries are affiliated to the
CCSCS, and 90 per cent of workers in Merco-
sur countries, with the result that it is by far
the largest trade union organization.

The CCSCS reacts promptly to
the establishment of Mercosur

The CCSCS, in conjunction with national
member trade union confederations, embarked
on the formulation of a strategy of trade union
participation in Mercosur founded on four
basic premises:

(a) to require that Mercosur should incorpo-
rate the social and labour dimension;

(b) to demonstrate that Mercosur should pro-
vide for an institution to engage in tripar-
tite negotiations between governments and
employers’ and workers’ organizations in
connection with labour matters;

(c) to demonstrate that trade union participa-
tion should be conducted at the global and
sectoral levels (by economic sectors and
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branches of activity). As a result of the lat-
ter policy, increasing cooperation has been
achieved between the CCSCS, national
trade union confederations and ITSs;

(d) to establish within the CCSCS a Mercosur
Trade Union Commission with responsibil-
ity for framing specific policies and coordi-
nating activities.

So many ideologies

It has not proved easy to consolidate the
strategies and policies of the CCSCS and its
members in Mercosur, and the process is still
ongoing. For example, from the first days of
the CCSCS’s foundation, the national trade
union movements around the table held
diverging ideologies, and few had previously
had any direct contact.

General climate favourable

Nonetheless, the movement is now “up
and running”. Mercosur shot ahead at a ver-
tiginous pace after 1991, when the prevailing
climate in the hemisphere was conducive to
the establishment of free trade zones and to a
reactivation of integration institutions in other
subregions. The North American Free Trade
Agreement was concluded soon afterwards.
Since 1991, the economic identity of the hemi-
sphere has changed, and the implementation
of economic policies that are conducive to
greater openness, combined with economic
structural reforms have opened the way to the
creation of national economies of scale, to
closer integration and to smoother trade flows.
Finally, the EEC became the European Union.
Japan and the emerging economies of South
East Asia have intensified their economic rela-
tions with the economies of Latin America and
the Caribbean. The so-called “globalization of
the world economy” has become the main
point of reference in framing economic policy
in the countries of the region.

ORIT/ICFTU take the lead

Although the trade union movement of the
Southern Cone countries has encountered cer-
tain difficulties in reacting to globalization and
integration, it has nonetheless acted promptly
in the interests of participating in Mercosur.
The promptness of their response may be
attributed to the fact that the national trade
union confederations were already engaged in
discussions on how to adapt trade union



strategies to the changes that were occurring
not only in the region but throughout the
world. Such discussions were promoted prin-
cipally by the ORIT/ICFTU, which took the
lead in formulating a trade union platform (X1I
Congress 1989 and XIII Congress 1993) to meet
the new challenges, and in devising an original
ideological concept known as *“sociopolitical
trade unionism” for framing and formulating
the corresponding trade union policies.

Trade union participation in the social
and labour institutions of Mercosur

Working Subgroup No. 10 (WSG No. 10)

The CCSCS devotes particular attention to
Working Subgroup No. 10 (prior to 1994,
known as Working Subgroup No. 11) of the
Common Market Group, assigned to deal with
“Labour matters, employment and social secu-
rity”. The subgroup is composed of the Labour
Ministries of the Mercosur countries who sub-
mit their proposals to the Common Market
Group for the adoption of social and labour-
related positions. The structure of WSG No. 10
provides for tripartite consultation meetings
on these topics, for which reason it is an
important forum for trade union concerns. At
its first meeting in 1995, in Montevideo, the
WSG No. 10 established three committees: (a)
labour relations; (b) employment, migration
and skills development; and (c) occupational
safety and health, labour inspection and social
security.

While the CCSCS has not contested the
choice of topics, it has objected to the decision
not to create standing tripartite committees to
carry out analysis and submit proposals. This
position by the CCSCS is relevant in that it has
a bearing in promoting the role of the WSG
in the key areas that have previously been
analysed or included in the agenda.

Priority issues

The programme of the national trade union
organizations, the CCSCS and the ITSs iden-
tifies the social and labour objectives to be
discussed by the three Subgroup No. 10’s com-
mittees. Such objectives could well culminate
in concrete achievements if democratic partici-
pation institutions and tripartite and bipartite
negotiations at the global and sectoral levels
are consolidated, provided that an agenda of
priority topics exists. The CCSCS considers
these priorities to be:

(a) Reconversion, technology and vocational train-
ing. Mercosur will bring about major
changes in the demand for labour. New
problems arise in connection with the
acquisition of skills, which should be
linked to the comparative advantage of
each Common Market member State in
order to guarantee the integration-reinte-
gration of the different groups of workers
in the labour market.

(b) Labour relations and tripartite negotiations.
With more open national economies, chan-
ges will occur in institutions and in labour
standards, but ideally they should occur
in such a way as to promote collective bar-
gaining and other institutions which pro-
tect workers’ interests.

(c) Migration. The establishment of an inte-
grated labour market will reflect interna-
tional flows of labour in response to levels
of economic activity and of wages. The
issue here is to protect workers by obliging
entrepreneurs to comply with the labour
legislation in force in connection with min-
imum wages, contracts, health and safety
coverage, in order to prevent overexploita-
tion of migrant workers and “social dump-
ing” in the form of cheap migrant labour.
Supranational migration regulations should
be introduced.

(d) Job creation and competitiveness. The increas-
ing pressures to boost competitiveness are
reflected in government policies intended
to enhance productivity. While this will
increase the demand for some jobs and
skills, the general effect on the level of
employment will probably be negative
unless policies to promote growth, create
new job opportunities and associate pro-
ductivity with collective labour contracts
are adopted simultaneously.

(e) Harmonization of labour legislation and social
protection. In the interests of fair competi-
tion between countries, the CCSCS has
framed proposals which would make it
possible for the member States to match
their national labour relations systems dur-
ing the course of the regional integration
process. ILO standards have served as a
framework of reference for addressing this
matter in Mercosur. However, given the
force of pressures towards deregulation
and casualization of jobs, trade unions
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should carefully consider the scope of such
harmonization, as well as the means of
achieving it.

(f) Labour costs. This is a crucial aspect in terms
of the strategy to be employed by enter-
prises and trade unions, which lies at the
very heart of the contradictions in the kind
of economic impact integration is likely to
produce. Analyses of labour costs are com-
plex and involve studies of pay, of the costs
of protection and social security, of the rela-
tionship between labour costs and produc-
tivity and other production costs, and of
the indirect social effects. Trade unions
have demonstrated that a reduction in
labour costs has little impact on the general
costs of goods and services.

(g) Passive labour market policies. Regional inte-
gration should develop joint systems for
combating unemployment. Such systems
might include the linking of unemploy-
ment insurance and policies relating to
vocational training and integration to the
labour market, the development of new
forms of employment contract, and explicit
protection of particular groups of workers.

(h) Equality of opportunity, discrimination and
social exclusion. It is clear that sizeable
groups of the population may be excluded
from the benefits accruing from regional
integration, at least in the short term, by
reason of the fact that they are not strongly
represented at the institutional level, and
on account of endemic social discrimina-
tion, either because their interests are
adversely affected, or because their earn-
ings are generated in sectors that cannot
gain access to the benefits of a broader mar-
ket. Mechanisms should be developed to
ensure that those groups that do not bene-
fit are compensated, without, however,
obstructing the integration process. Innova-
tions should also be introduced in the strat-
egy and the institutions devised to counter
the trend towards increasing inequality and
social exclusion. It should be noted, on the
subject of discrimination, that the principle
of equality of opportunity and treatment is
enshrined in the Constitutions and labour
legislation of the four member States of
Mercosur, and of Bolivia and Chile. How-
ever, in practice, women continue to be
subject to discrimination, in the form of low
representation in decision-making posi-
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tions, in the better paid jobs or in those
where labour expectations are highest, with
consequent disparities in earnings.

(i) Approval of the Charter of Fundamental Rights.
The Charter, with the earlier European
Social Charter, featured as an item on the
agenda of Mercosur in 1992. The CCSCS
submitted the sole concrete proposal in this
connection in January 1994,

() Information on the labour market. A shared
data base containing the principal labour
and social parameters on each of the
Mercosur member States is required for
purposes of identifying priorities and prob-
lems. Creation of the Permanent Observa-
tory of the Labour Market in Mercosur,
with tripartite administration, centralizing
information and for the use of the adminis-
trative bodies of Mercosur, employers’ and
workers’ organizations, universities, NGOs
and the general public.

It should be noted that these topics (and
others that emerge over time) call for global
and sectoral approaches (by branch of activity,
by economic and service sector, etc.) and
should be adopted by other spheres of Merco-
sur besides WSG No. 10, particularly other
WSGs and the Economic and Social Advisory
Forum (FCES).

The Subgroup No. 10 meetings have
already scored some major victories: (a) it was
agreed that 34 ILO Conventions should be rat-
ified by the Mercosur member States, thereby
providing a legal foundation for labour stan-
dards; (b) the “Mercosur Multilateral Social
Security Agreement” was framed and sub-
mitted to the GMC for its approval; (c) the
decision was taken to create the Permanent
Observatory, organized in the form of a net-
work among countries, with headquarters in
the Argentinian Ministry of Labour and Social
Security; and (d) discussion has been initiated
within Subgroup No. 10 on the Charter of Fun-
damental Rights.

The CCSCS has openly voiced its opinion
that the role of WSG No. 10 within the GMC
should be enhanced. Hence, the CCSCS
rejected the Labour Ministers’ decision that the
WSG No. 10 should meet only twice a year,
and proposed the alternative of three annual
meetings, together with committee meetings
every two months. Finally, the CCSCS empha-
sized that priority should be given to the func-
tioning of the tripartite plenaries within each



WSG No. 10 meeting. The CCSCS seeks in this
way to enhance the WSG No. 10’s status in the
hierarchy of the GMC structure in order to pre-
vent it from becoming a sort of “advisory com-
mittee” to the GMC.

Working Subgroups provide ground
for a broad network of trade union
cooperation

Such steps give WSG No. 10 a more promi-
nent institutional status and serve to bolster
efforts to ensure that the Mercosur construc-
tion process achieves a type of subregional
integration that enhances not only trade inter-
ests but also the values of economic and social
democracy. If this is not achieved, the global
labour and social concerns espoused by WSG
No. 10 will be altogether neglected, since they
will not be addressed by any of the remaining
GMC Subgroups. These are: WSG No.1, Com-
munications; WSG No. 2, Mining; WSG No. 3;
Technical Regulations; WSG No. 4, Financial
Affairs; WSG No. 5, Transport and Infrastruc-
ture; WSG No. 6, Environment; WSG No. 7,
Industry; WSG No. 8, Agriculture; WSG No. 9,
Energy. Tripartite structures are also presentin
these subgroups within which the national
trade unions operate by branch of activity and
through the ITSs. In this manner, the trade
union activities of the different subgroups
allow a broad network of trade union coopera-
tion to be built up between the CCSCS, the
national trade union bodies and their federa-
tions/confederations by branch of activity and
the ITSs. Therefore the trade union strategy
objective in all WSGs of the GMC is to boost
trade union participation and tripartism and to
proceed in such a way as to make WSG No.10
the forum for drawing up global legal-labour
standards which will furnish Mercosur with a
progressive supranational social dimension.

The Economic and Saocial Advisory
Forum (FCES)

Free trade but at the expense
of identity and autonomy

The FCES, which was established under the
Ouro Preto Protocol, is a body which repre-
sents economic and social sectors (art. 28),
composed of an equal number of representa-
tives from each member State (art. 28). It has
an advisory function and may make recom-
mendations to the GMC (art. 29). On 25 June
1996, the GMC approved the statutes of the

FCES which is to be composed of the respec-
tive national sections of each State Party of
Mercosur in conformity with article 28. Since
its inception, the FCES has held two meetings
(Brazil 1996 and Paraguay 1997), and a pro-
gramme of work has been drawn up. In the
Paraguay meeting (Asuncién, 22 April 1997),
the FCES agreed on an important document
regarding the American Free Trade Area which
accepts the development of free trade in the
hemisphere while preserving the identity and
autonomy of Mercosur. The FCES will meet
once more in late 1997 in order to frame labour
policies for Mercosur.

Social and political institutions
for participation and bargaining

The institutional structure of the FCES
consists of the Forum Plenary which is the
supreme body, composed of nine representa-
tives and their respective substitutes members
for each member State. The FCES is composed
of employers’ organizations, workers’ organi-
zations and a host of others; each national del-
egation must observe parity in the designation
of representatives of workers’ and employers’
organizations. The creation of the FCES should
be viewed as a major step towards the con-
struction of Mercosur as a common market
with political and social institutions for partic-
ipation and negotiation between the social
interests involved. In this regard, Mercosur is
similar to the integration model pursued for
three decades by the European Economic
Community, now the European Union.

Other social categories and groups

The “core” of the FCES is composed of
employers’ and workers’ organizations. How-
ever, other categories and social groups are
likewise represented, including consumers,
environmentalists, liberal professions, media,
culture and science, and education.

As stated, the WSG are bodies within the
GMC structure (as are other institutions such
as the Specialized Meetings, the ad hoc
Groups, and the Technical Cooperation Com-
mittee). In contrast, the FCES is one of the six
bodies belonging to the Mercosur structure.

The forum enjoys more freedom
Unlike the WSGs, which are composed of



representatives of the private sector, requires
no authorization, and may issue recommenda-
tions without the participation of the govern-
ment sector. Thus, the FCES enjoys greater
freedom than the WSGs.

Unions can bring pressure to bear
on governments

The vitality of the FCES is therefore related
to: (a) the political desire of its members to
forge an institution of prestige and political
weight; and (b) the political will of govern-
ments regularly to consult the FCES and, thus,
to consolidate it. But the FCES will only
achieve political prestige if it becomes the
forum for formulating proposals of a global
nature (for instance, regarding macroeconomic
goals, policies for compensating the disadvan-
taged regions of each country, and regarding
environment, labour market, social and health
and security funds, migration). The FCES
should concentrate on labour matters, but in a
manner intended to strengthen, but not
replace, the role of tripartism in the WSG
No. 10. Logically, should the GMCs seek to
restrict the WSG No. 10 to government partici-
pation, the FCES would serve as an ideal chan-
nel through which trade unions could bring
pressure to bear on governments. In turn, in
the FCES, trade unions are confronted by the
major challenge of equipping themselves to
formulate, propose and achieve consensus on
global economic and social policies designed
to make Mercosur an institution that promotes
economic development with social equity. The
priorities of the trade unions in the FCES
include that of discussing the Charter of Fun-
damental Rights. Ways should be considered
for incorporating the employer-worker organi-
zations of Chile and Bolivia in the FCES, under
the formula of 4+2 participation. Finally, the
Permanent Observatory supplies the FCES
with information.

Toward the Mercosur Parliament

With the establishment of the Joint Parlia-
mentary Commission (JPC), a first important
step has been taken towards recognizing that
Mercosur will, in the near future, require a
decision-making parliamentary body. Merco-
sur’s agenda should also include the creation
of supranational courts of justice.

The Mercosur flow chart features the JPC as
an advisory body to the GCM, but the objec-
tive of trade unions should be to channel ini-
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tiatives by the parliamentary sectors with a
view to turning the JPC into a real suprana-
tional parliament which features on the Mer-
cosur’s organizational plan as the prime
administrative institution. Such a trade union
strategy is based on the socio-political nature
of trade unions, who claim their right to
“engage in politics” while maintaining their
autonomy, to forge links with political parties
sympathetic to workers, and to introduce
debate on supranational socio-labour topics in
national parliaments. The CDC has demon-
strated its interest in social and labour topics
by: (a) placing the discussion of the Charter of
Fundamental Rights on its agenda. It is proba-
ble that the Charter will also be discussed in
some of the National Legislative Assemblies of
the member States; (b) signing the Buenos
Aires Declaration with the ILO in September
1997, thereby instituting a campaign to bring
an end to child labour; and (c) drawing up an
agenda with the ILO to agree on policies and
programmes to combat discrimination and
social exclusion.

The social and labour institutions of
Mercosur at the national level

When Mercosur was being set up, many
people proclaimed its failure. There is no
doubt that difficulties were to be anticipated
on account of the existing imbalances in pro-
duction and services structures, territorial and
population density, education and vocational
training, different channels of access to world
markets, combined with long-standing protec-
tionist economic policies. Powerful contribut-
ing factors to the construction of Mercosur
included globalization and world interdepen-
dence, the formation of economic regions, and
strong international pressure toward free
trade, openness and deregulation.

No choice but to change course

However, the creation of Mercosur was
not motivated solely by external factors:
internal factors likewise promoted the forma-
tion of national economies of scale, with a
view to achieving a dynamic integration of
the economies of the subregion in world mar-
kets. Chile had successfully applied such a
strategy throughout the previous decade. It is
for this reason that the Treaty of Asuncion,
under which Mercosur was founded in 1991,
received the support of the political, business
and trade union entities of the countries



involved, and that the respective national soci-
eties offered their support. It is impossible to
understand Mercosur unless we accept that,
prior to its creation, an awareness existed in
national societies that a change of course was
inevitable and that closed economic models
had to make way for openness and integration.

Roots in national societies

It was claimed that Mercosur had no future
because it would inevitably become “a bureau-
cratic superstructure” that was not rooted in
national societies. Experience in individual
countries has, however, demonstrated the suc-
cess of institutions which bring together the
business community, technical specialists,
research and information centres, cultural
exchange centres, publications, etc., which are
all devoted to promoting a series of activities
within Mercosur. Mercosur is now considered
to be just “common sense” in the view of the
majority of the population of member States.

Between 1991 and 1995, the growing num-
ber of committees and working groups formed
by the specialized agencies of governments
(particularly in the Ministries for Foreign
Affairs and of the Economy) and representa-
tions of employers’ and workers’ organiza-
tions, offered a clear example of how the
political-institutional fabric of Mercosur grew
in member countries. The GMC Subgroups
and the Trade Commission instituted by Ouro
Preto have proved to be the focus of an
unprecedented participation of national pri-
vate sectors in the development of Mercosur.

In that connection, attention should be
drawn to: (a) the existence of national tripartite
working groups and subgroups; (b) the forma-
tion of the national sections of the FCES in the
four countries. It is to be anticipated that these
national forums of the FCES — which discuss
economic, social and labour policies in terms
of integration — may well come to serve as bar-
gaining tables for social agreements and
covenants to facilitate participation in Merco-
sur. The national sections of the FCES could
function as the forum for negotiations between
private sectors, with impact on governments.

The proposed Charter
of Fundamental Rights

In December 1993, the CCSCS approved its
draft Charter of Fundamental Rights, thereby
fulfilling a resolution adopted by the then WSG
No. 11. As mentioned previously, the charter

features on the agenda of WSG No. 10 and will
also be discussed by the FCES and the JPC.

Its legal texts are drawn from ILO Con-
ventions and Recommendations and from the
basic principles of the Declarations, Covenants
and Protocols constituting the legal heritage
of mankind, in particular the Protocol of San
Salvador.!

The objectives of the charter are:

(a) to achieve the institutional incorporation of
the social dimension in Mercosur;

(b) to adopt instruments for securing a social
space in the integrated market, so as to
guarantee basic social rights;

(c) to oblige member States to ratify, im-
plement and comply with the core ILO
Conventions;

(d) to ensure that fundamental rights are pro-
gressively acquired.

The charter is divided into two parts and
seven sections:
The sections of part 1 are as follows:

= the scope and social dimension of integra-
tion;
= the right to free movement of workers;

= fundamental rights of the person and of
workers;

= collective rights;

= rights to social security.

The sections of part 2 are as follows:
= implementation of the charter;
= verification of compliance with the charter.

The process of negotiating and ultimately
adopting the charter will be lengthy, and will
certainly not be void of difficulties. The Char-
ter, in establishing the social profile and labour
rights of workers in Mercosur: (a) establishes
supranational labour and social standards and
the supervisory machinery for monitoring
implementation binding on the signatories of
the Treaty of Asuncién; (b) requires govern-
ments to bring their national labour standards
on par “from the bottom upwards”; and (c)
serves as a source for directives and draft legis-
lation on the subject areas included. Logically,
the CCSCS document should be viewed as a
working draft for tripartite debate and negotia-
tion. Hence, the charter may be amended in
order to achieve consensus among the parties.
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Use the charter to regulate
bargaining framework

In drafting the charter, workers’ organiza-
tions were seeking a form of integration in
which the social dimension would not be con-
fined to a set of basic labour standards which
would require the parties to comply with a
core of ILO Conventions and with domestic
labour legislation (as is the case with the
Nafta). The trade unions agreed on a model
for the social dimension of Mercosur which
links labour and social rights with the
national societies and political systems, so
that the Charter would serve as an instrument
for regulating various public and private
spheres of negotiation. The social charter is
also a special programme with far-reaching
implications, which progressively seeks to
renew societies, economies and political sys-
tems. The Charter will have a bearing on poli-
cies which focus on production systems and
on improving quality of life, employment lev-
els, etc.

The Charter is a long-term strategic objec-
tive, the adoption and implementation of
which imply a change in the correlation of
forces in the individual countries which will
foster progressive popular blocks and bridle
“wildcat capitalism”.

Will foster social consciousness

With reference to workers’ organizations,
the Charter will regulate the supranational
labour market and will have an impact on
national labour markets. For this reason, itis a
priority focus for trade union action. Indeed,
the establishment of a supranational labour
market regulated by the Charter will guaran-
tee the rights of workers, particularly collec-
tive and individual rights, social security, etc.,
and foster the emergence of “corporate citizen-
ship” in Mercosur.

In 1997, tripartite negotiations commenced
within Subgroup No. 10 to arrive at an Addi-
tional Protocol to the Treaty of Asuncion
which includes labour and basic trade union
rights (in the guise of a social clause), with
mechanisms for monitoring compliance and
sanctioning infringements by member States.
But this Protocol will only be accepted by the
legal organizations if it states that it consti-
tutes the first step towards incorporating the
Charter in the supranational normative struc-
ture of Mercosur.
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The impact of Mercosur
on labour legislation

The extent of the positive social effects of
regional integration will depend ultimately on
the growth of the economy and of trade,
income distribution policies, etc., and will be
felt in the medium and long term. In contrast,
negative impacts on jobs may be much more
immediate. The establishment in 2006 of an
intraregional free trade zone with zero tariffs
between the countries of the block, including
Mercosur, may well cause situations of sectoral
unemployment as the result of the disappear-
ance or downsizing of companies, or even of
whole sectors of production in the countries
without tariff protection who are unable to
compete with the other countries in the group.
The other negative impact of integration liesin
the effect of “social dumping”.

Trade union agendas by branch
of activity

The reduction or removal of tariff protec-
tion for trade between the countries in the
region, together with the requirement that the
block as a whole should compete more effec-
tively with the rest of the world, may prompt
enterprises to endeavour to enhance their com-
petitiveness at the expense of working condi-
tions, and governments to tolerate, if not
encourage, such practices. The existence of
large numbers of multinationals in Mercosur
will lead to the rapid formation of suprana-
tional business spaces. These phenomena
mean that trade unions must coordinate their
actions by branch of activity in order to control
the multinationals, an end which might best be
achieved through supranational collective bar-
gaining approaches.

Supranational standards

Labour legislation is the normative network
of labour relations under which workers are
protected, and it cannot therefore be left to
ignore the effects of integration on the labour
market. The Charter of Fundamental Rights
will create supranational standards. However, a
supranational labour law should also be devel-
oped for the purpose of regulating these new
regional-level circumstances and of harmoniz-
ing respective national labour legislations in the
light of new regional circumstances.

The CCSCS has been instrumental in fram-
ing trade union policies to meet the challenges



of building up a progressive supranational
labour law by establishing a committee to
undertake the following tasks: (a) study legal
procedures for labour standardization in the
regional integration spaces; (b) draft core inter-
national labour standards (based on ILO Con-
ventions); and (c) determine how national
labour laws are affected by regional economic
integration.

Foundations for a supranational
trade union culture of progress
and solidarity in Mercosur

It may be fairly confidently stated that
within the next ten years the economic and
political structures of Mercosur will have been
consolidated. The basic objectives of free trade
and an imperfect customs union will have
been achieved through staggered customs
agreements (culminating in an across-the-
board zero tariff by the beginning of the next
century). The markets of the Mercosur coun-
tries are rapidly flowing into one another,
through division of labour policies based on
the fundamental intentions of establishing
Brazil as the main industrial/financial hub,
and Argentina as the main agro-industrial hub.
The supranational system includes a suprana-
tional “bank”, BANASUR, which will coordi-
nate economic and financial operations
between member States. The division of labour
in the integration space has been furthered by
the activities of multinational enterprises and
of large economic groups. Mercosur will
vibrate between the two centres of attraction
represented by the large free trade zone which
the United States proposes for the entire Amer-
ican continent, and the recently-established
European Union. Companies based in Asia,
particularly Japan, are already endeavouring
to establish links with Mercosur.

Head-on collisions

However, in constructing this subregional
economic space, clashes are bound to occur
between governments seeking to protect sec-
tors of production and services, and in connec-
tion with the security of borders. Basically, a
choice of two substantive modes of integration
exists: one concentrates almost exclusively on
the interests of companies, and the other
which might be termed as representing a
model of self-sustaining balance and develop-
ment between national markets and suprana-
tional markets.

Cultural networks: solidarity
or individualism

The institutional construction of Mercosur
includes political and institutional components
that might be either positive, for example,
promoting the construction of Parliaments,
strengthening the FCES, or negative, e.g. erod-
ing or destroying the image of institutions of
democratic political participation such as polit-
ical parties, trade unions and employers’ orga-
nizations, or progressive social movements.
Finally, on the cultural front, the construction
of Mercosur might lead to either the construc-
tion of a network of national and suprana-
tional scientific and educational institutions
based on shared values of integration, com-
mon objectives and solidarity between people,
or to a system of values based on individualis-
tic capitalism and on economic success and
consumerism of privileged segments of
national societies and social exclusion caused
by poverty and the absence of quality educa-
tion and vocational training for other sectors of
national societies. The first cultural option
would have the effect of strengthening
national societies, while the second would lead
to balkanization and fragmentation of the
weaker groups in the nations’ civil societies.
The latter could well prove a fertile breeding
ground for turning demands for social equity
into hate and chauvinism among the excluded.

Cultural choices and the media

Meanwhile, the increasing influence of the
media, particularly television, Internet and
publications, will be decisive in determining
which of these cultural objectives prevails. It is
to be noted that there is already talk of “cul-
tural” Mercosur, that is, a series of policies and
activities pursued by universities, research
centres, NGOs, etc., with a view to promoting
cultural exchange, compatibility among study
programmes, and cooperation in scientific
research. Trade unions should join these
endeavours to promote culture, science and
education in the region.

Overcoming national prejudices

The trade union organizations of the coun-
tries involved cannot remain indifferent to the
choices facing confronting Mercosur. Trade
unions will see their future positions strength-
ened or weakened, depending on which alterna-
tive prevails. During the short period between
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1990 and 1996, the CCSCS, the activities of the
ITSs, the Latin American Confederation of
Workers (CLAT), etc., have allowed the previ-
ously isolated working populations of the
respective member States, which used to
entertain strong nationalistic prejudices, to
draw closer together and take the first steps
towards overcoming nationalistic prejudices
between trade unions and to make progress in
confidence building and in developing a com-
mon trade union discourse. This unprece-
dented situation, which was made possible to
a large extent by the activities of the CCSCS
and of the international trade union move-

ment, should be viewed as an integral part of
a system of political, social and moral values
shared by the workers of the member States. It
will take time to forge a supranational trade
union culture, but it will be immensely benefi-
cial for the workers and the peoples of Merco-
sur whose work and sacrifice daily contribute
to the construction of the supranational eco-
nomic, social and political space.

Note

* Ouro Preto Protocol.
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Globalization and regionalization
of the economy and their effect
on employment

General aspects and the case
of Latin America

Although the globalization of the economy
is not an historically new phenomenon, its cur-
rent connotations have a special resonance
since globalization is speeding up the processes
of economic, financial and even cultural inter-
relations among all nations. One of the main
characteristics of this phenomenon is the liber-
alization of national markets which in turn has
been strengthening or modifying the already
existing structures of economic integration and
has been affecting economic integration pacts
or agreements in the subregions of the world,
including Latin America.

Two parallel processes

Many studies have analysed the impact of
this globalizing process on labour markets. In
this respect the ILO report on Employment poli-
cies in a global context (ILO 1996a) states that
despite the decline in the level of employment
and conditions of work throughout the world,
both in the industrialized countries and in the
developing countries, the political objective of
full employment should be maintained. How-
ever, this objective should be sought in the long
term and must be based on definitions which
are more consistent with current conditions.
According to the ILO study, although employ-
ment problems have existed since the 1970s or
1980s, it cannot be said that there has been a dis-
appearance of jobs. Rather, at least two parallel
processes are visible in the world of work today
and will continue to be so in the near future:
firstly, alongside “typical” or “classic” forms of
work there have appeared other forms which,
although different, are nevertheless related to
the former and are more flexible (own account

employment, part-time employment, tempo-
rary work, various forms of subcontracting).

The gap is increasing

Secondly, there has been a greater segmenta-
tion of employment, expressed in a strong
growth at the top of the employment pyramid,
particularly in the industrialized countries, but
also in the developing countries. There has been
an increase in professional, technical or admin-
istrative staff, including a significant percentage
of women, who in several cases have gained
access to better conditions of employment. On
the other hand, the incidence of manual work
has either declined or remained constant. This
means that the gap between good and poor
quality jobs is increasing: good jobs seem to be
reserved for workers with a very good formal
education who are well prepared for the world
of work, skilled and mobile, whereas semi-
skilled or unskilled persons will have to accept
lower remuneration and unstable conditions of
employment, including among them a majority
of women workers.

Greater equality or a greater divide

In 1996, the Latin American economy had
recovered from the levels of the previous years
(ILO 1996b). However, employment problems
have become more serious as a result in part of
reductions in the state machinery and adjust-
ments in manufacturing and the modern pri-
vate sector in general. There has been a limited
expansion of good quality jobs in the modern
sector, above all in services, while the informal
sector has continued to absorb most of the
labour expelled from that sector.

Women count among both winners and
losers in the processes of change, but owing to
the specific characteristics of their emergence
on the labour market they have been affected
differently from men by these processes.
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This article offers a general overview of the
various ways in which the opening up of the
economy has affected the workforce, and in
particular women workers. The analysis
focuses on the question of whether the
changes which have occurred are geared
towards a greater equality of opportunity
between men and women, or whether they
serve instead to broaden the existing gap by
creating fresh disadvantages for women.
Finally, in the light of the trends observed,
various courses of action at the level of the
bodies of Mercosur and its member countries
are discussed with a view to ensuring greater
gender equity in their social and economic
development.

Social and labour aspects in the
regional integration agreements

For the ILO, some of the most important
aspects of economic integration processes are
directly linked to the social or social and
labour dimension of the trade agreements
which countries adopt. The Mercosur treaties,
ever since they were first signed in 1991
(Treaty of Asuncién) have included the social
component, thereby expressing a concern to
place social and labour issues on the same
footing as trade agreements. The Treaty of
Asuncion clearly states that one of the objec-
tives of the future Free Trade Agreement will
be to speed up the processes of economic
development through social justice and secur-
ing better living for the inhabitants of the
countries party to this agreement. This con-
cern for the social dimension of the Mercosur
agreements was clearly reflected in the estab-
lishment of tripartite discussion groups. Thus,
in 1991, Working Subgroup No. 11 was set up,
a tripartite body with exclusive responsibility
for questions related to the labour market,
labour relations, employment and social secu-
rity. Among the outcomes of the work of this
group, which completed its work in 1995, was
the consideration of 35 international labour
Conventions deemed sufficiently essential
and of vital importance and which might well
be included in the forthcoming agreements on
standardization and the reduction in uneven
levels of national legislations, the ILO texts
being recognized as a body of standard or
framework legislation for labour regulations
in the Mercosur countries.
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Guiding principles without joint
minimum standards

Furthermore, the workers’ organizations of
the countries of the Southern Cone have
drawn up a Social Charter, which includes a
chapter on equal opportunity and treatment
between men and women workers, based on
the relevant international labour Conventions.
This charter is inspired by the Community
Charter of the Fundamental Social Rights of
Workers of the European Union. In the same
way, account was taken of the Supplementary
Agreement on Labour Issues of Nafta, 1993.
The guiding principles of this Agreement
include the elimination of all forms of discrim-
ination between men and women in the labour
sphere, no joint minimum standards whatso-
ever having been established to serve as crite-
ria for the signatory countries.

Talks at a halt

It appears that it would be difficult to
achieve the objectives set by the workers’ orga-
nizations of the Southern Cone, i.e. linking
labour standards and their infringements with
trade sanctions, since in the current talks within
the Mercosur bodies this item has been sched-
uled. However, the above-mentioned Social
Charter is an important reference document for
workers and for the participation of women in
the general context of regional integration.

Subgroup will provide guidelines

Subsequently, on the basis of the Ouro
Preto Protocol (1994), two bodies were set up
in 1995 of particular relevance in the socio-
labour sphere. In May 1996, another technical
Subgroup, No. 10, was established, responsible
for labour issues, employment and social secu-
rity. Like its predecessor, it is tripartite and has
similar objectives, and although it is not
entrusted with the special mandate of examin-
ing the situation of women workers as such,
the question has arisen of including among the
representatives of the Ministries of Labour and
the main employers’ and workers’ organiza-
tions men and women interested in promoting
the principle of equal opportunity. Further-
more, the studies and surveys commissioned
by the three Committees of this Subgroup
could include the question of gender — which
would undoubtedly enrich the debate and pro-
vide guidelines for subsequent political action
in the light of the results achieved.



Good intentions

The other body is the Economic and Social
Advisory Forum in which governments do not
participate but which brings together em-
ployer and worker representatives; it is also
open to other social groups such as consumer
associations (Argentina and Brazil), coopera-
tives and university staff (Uruguay). A pro-
posal has been made to the Forum to admit
women’s groups and organizations and/or
governmental bodies for the promotion of
women. So far no significant progress has been
noted in this respect.

Within the framework
of ILO core Conventions

Two main areas of analysis have been estab-
lished regarding the strengthening of the social
and labour dimension of Mercosur: on the one
hand, as noted above, there is a need to observe
and raise labour standards if the fundamental
human rights of workers of both sexes are to be
promoted. All the instances of the ILO, includ-
ing the employers’ organizations, have recog-
nized the seven core human rights Conventions
as a regulatory framework for labour relations.
Among these seven are two related to gender
equality: the Discrimination (Employment and



Forum organized in that country the Third
Meeting of Mercosur Women. Although in the
course of these international gatherings criteria
have been harmonized to promote joint action
strategies at the supranational level on behalf
of women, the network still does not seem to
have established any specific programmes or
to have had any tangible influence on the
working or executive bodies of Mercosur.

The trade union central organizations of
the countries of the Southern Cone have, in
their turn, organized a series of national and
subregional meetings and discussions on the
future situation for women workers within the
framework of the processes of regionalization
and the opening up of the economy.

Position of the female workforce
in the context of Mercosur regional
integration

The key question here is how changes in
production, technology and the organization
of work resulting from the opening up of
global markets will affect the position of
women in the world of work in the countries
of the Southern Cone. Will these changes
aggravate the existing forms of discrimina-
tion, will they create even further disadvan-
tages for women workers, or will they rather
minimize the segmentation of the labour mar-
ket by gender and thus increase opportunities
for achieving greater equality between the
two sexes?

Divisions among women
as a group

Various studies have focused on this sub-
ject in recent years, either in direct relation
with Mercosur, or by analysing new forms of
employment for women (home work, forms
of subcontracting, the impact of technological
change, etc.). All these documents agree that
the processes of globalization and increasing
regional integration will bring both advan-
tages and disadvantages for women, and that
there is no homogeneous and uniform evolu-
tion. However, in general terms, the authors
of these studies are sceptical about the posi-
tive effects of these processes for most
women, unless specific policies, programmes
and mechanisms are developed to counter
their negative impact. In the same way, the
divisions among the women themselves will
widen, mainly between highly qualified
women and semi-skilled or unskilled women.
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Economic changes speeded up
by integration

It is not easy to make any precise assessment
of the possible future effects of processes under
way within a specific population: Mercosur has
only recently entered the second stage of inte-
gration with the establishment in January 1995
of the Customs Union between the four coun-
tries to which Chile became associated in 1996.
Many of the economic changes would perhaps
have been introduced perhaps without the
integration process, but they have undoubt-
edly been speeded up as a result of the latter.
As regards work performed by women, and
notwithstanding the above-mentioned studies,
no analysis has yet been made of cases which
illustrate their situation in specific economic
sectors in comparison with that of men or
which give rise to interpretations beyond the
trends indicated in the specific case-studies.
Very often, the lack of statistics disaggregated by
sex makes it necessary to use qualitative meth-
ods of analysis which in their turn lack repre-
sentativeness. Furthermore, the application of
the concept of gender and the study of the situa-
tion of women at work from the perspective of
the promotion of equality of opportunity
between women and men are relatively recent
developments (Frohmann/Romaguera 1996).

Situate the female workforce

In analysing the impact of the regional inte-
gration process in the Southern Cone on
employment among women, some authors
suggest focusing on two aspects: the “winning
and losing” sectors of the different economic
branches; and the changes in production and
organization occurring at the level of specific
enterprises and establishments and which
affect workplaces (Yéafiez/Todaro 1997). To this
can be added the need to identify relations of
productive and commercial dependency
between different types of enterprises and
individuals (subcontracting chains) and to sit-
uate the female workforce in this context.

A strategic asset in the services sector

As elsewhere in the world, women in the
countries of the Southern Cone are, in princi-
ple, in a good position to meet the new chal-
lenges of globalization: fertility rates have
fallen and life expectancy has risen; women
have increased their level of formal secondary
and university education so that it is now at



least equal to or higher than that of men;
women have managed steadily to increase
their quantitative presence on the labour mar-
ket, both in dependent and independent
employment; and they have managed to gain
access to new types of occupations and new
positions of responsibility. These new work
opportunities for women have occurred mainly
in the service sector which is considered an
area of future promise for women workers. It is
in this same sector that women undoubtedly
enjoy a strategic advantage; however, the qual-
ity of their integration depends on the service
subsector in which it occurs.

The same scenario everywhere

Although the rates of women’s economic
participation vary in the Mercosur countries
and Chile (1995: Argentina 39.3 per cent; Chile
31.8 per cent; Paraguay 33.3 per cent in urban
areas; and Uruguay 42 per cent. For Brazil, in
1990, 45 per cent in urban areas)," there are nev-
ertheless some common features: women'’s par-
ticipation is increasing with the rise in their
level of education; their participation rates are
slowly drawing closer to those of men; they
pursue steadier employment careers as
revealed by their rates of economic participa-
tion which do not drop during their most repro-
ductive years. Similarly, the negative aspects of
women’s integration into employment in the
countries of the Southern Cone carry certain
common characteristics: women on average are
paid far less than men for work of equal value
(between 30 and 40 per cent less, a practice par-
ticularly striking in the case of Brazil). The fig-
ures for Argentina and Chile show even greater
differences in pay at the higher skill levels.
Unemployment, underemployment, temporary
employment and home work are more common
among women workers. Furthermore, as in
other parts of the world, there is a marked occu-
pational segregation which is both horizontal
(little occupational diversity in the case of
women) and vertical (low participation by
women in managerial functions, particularly in
the private sector and in trade union and
employer organizations).

Swelling ranks of precariously
employed

Studies on the impact which technological
innovation and organizational changes in
enterprises have had on the workforce have
reached similar conclusions: in some service

subsectors, women have benefited from new
and better employment opportunities, but in
the manufacturing sector the introduction of
state of the art technology and new production
systems of the total quality kind are relegating
them to a secondary level. Because of their
schooling and subsequent vocational training,
men are better equipped to adapt to the new
labour requirements (Yafiez/Todaro 1997). Fur-
thermore, in the new production chains, women
are concentrated in the subsidiary enterprises
and are increasingly less employed at parent
companies, a situation which accounts for the
growing ranks of those engaged in precarious
employment (Abramo 1997). The main factors
which give rise to such unfavourable situations
might be listed as follows: the lack of vocational
training mentioned earlier; the high cost image
associated with maternity which employers try
to offset with lower pay; stereotypes about the
low profitability of female labour, coupled with
the previous point; and the search on the part
of the women themselves for better facilities to
reconcile family responsibilities with occupa-
tional work.

Women choose the flexibility
of micro-enterprises

But the micro-enterprise sector is also charac-
terized by a gender bias. Pardo (1996) shows in
the case of Chile that micro-entrepreneurial
women are concentrated in the economic sectors
which have to face greater competition as a
result of the opening up of the economy (articles
of clothing, knitwear, leather and footwear),
whereas enterprises run by men have been more
successful (wood products and furniture, metal
products). The author ascribes these differences
to the priority which women give to their roles
as mothers, spouses and homemakers, encour-
aging them to prefer businesses which offer
them greater flexibility to carry out their family
obligations or to be close to the home.

Active policy measures to promote
equality of opportunity and treatment
for women

The profound changes which have
occurred and others which will be occurring
within the framework of globalization and
regionalization, leaving their specific stamp on
working women, require a strategic form of
intervention to facilitate their adjustment to
these changes. The State and workers’ organi-
zations, but also women themselves, must
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develop “preventive” strategies enabling them
to improve or maintain their position on the
labour market. These strategies should com-
prise at least three elements:

e The constant improvement of a person’s levels
of skills (lifelong learning)
The present labour market and that of the
near future requires not only a solid educa-
tional base but an ongoing process of updat-
ing and further development of the skills
acquired. This, in turn, requires a change of
attitude on the part of all persons participat-
ing in the labour market, not only women,
even though it is the latter who in general
have developed less long-term perspectives
and who have defined with less clarity a
“work project” as part of their “life project”.

= Focusing on occupational opportunities

with a future

For the reasons given earlier, it is particu-
larly important for women to have access
to updated information and counselling, in
order to enable them to take decisions
which take account of the future of the
economy. They should seek placement in
areas or subsectors of employment with the
greatest development perspectives and the
best opportunities in terms of income and
promotion with a view to obtaining better
quality jobs.

< Development of entrepreneurial and self-man-
agement capacities
The growing shortage of formal work-
places means that people must be more and
more equipped to provide their own prod-
ucts or services. Although this also applies
to men, women are the ones who suffer the
greatest difficulties in making their busi-
nesses profitable and who face the greatest
obstacles in gaining access to credit and
production inputs.

The foregoing “preventive strategies”
should form part of an active policy to pro-
mote employment, one which respects the
principle of equal opportunity and treatment
between men and women. In order to render
this policy effective, positions of stridency
should be avoided in favour of positive argu-
ments about the situation of women on the
labour market. It is more acceptable for the
parties concerned if emphasis is placed on the
argument that women have an important
potential contribution to make to the develop-
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ment of the economy rather than on the fight
against discrimination. There certainly remain
instances of open discrimination against
women in the world of work which should be
eliminated, but it is important to emphasize
the role of women as economic agents, both as
regards dependent employment and as inde-
pendent workers, own account workers, and
the heads of micro- and small enterprises.

Misplaced chivalry

Furthermore, policies for the promotion of
equal opportunities should have a twofold
objective. In various sectors of the countries in
the Southern Cone, as well as elsewhere in the
world, there still prevails a desire to protect
women in employment, based on a perception
of women as “vulnerable creatures”. Although
women form a majority group in various kinds
of precarious employment (domestic workers,
home workers, part-time workers, temporary
workers in agriculture), those who require
greater legal protection should be the focus of
active employment policies. The objective
here would be to improve their level of com-
petitiveness, enabling them to remain on the
labour market and improve their access to bet-
ter quality jobs in terms of remuneration and
responsibility, or to develop more successful
businesses.

Main spheres of intervention for
the development of an active policy
to promote equal opportunity

and treatment between men

and women at work

Special measures and significant
progress

In line with the commitment undertaken at
the 1Vth World Conference on Women in Bei-
jing (September 1995), all the countries of the
region have revised their policies and pro-
grammes relating to the promotion of women.
Thus specific measures have been launched or
strengthened to give effect to the application of
the Platform of Action adopted at this Confer-
ence. These programmes are giving increasing
emphasis to action in the labour sphere. If the
situation is compared with that of only a few
years ago when few bodies for the promotion
of women and Ministries of Labour undertook
joint activities, it can be seen that significant
progress has been made. The following exam-
ples, discussed later, may be cited: the exis-



tence of cooperation agreements between the
two above-mentioned government bodies in
all Mercosur countries and Chile; the establish-
ment of tripartite equal opportunity commis-
sions in the five countries (the formal nature of
which varies); legislative progress; employ-
ment programmes focused on women; the
introduction of the subject among employer
bodies; and in-depth action by trade union
organizations.

Rapid dissemination of information

Such progress in the proceedings of the vari-
ous instances and active promotion of the prin-
ciple of equal opportunity between men and
women in employment is undoubtedly due to a
greater awareness by persons and institutions
making up the world of work. Many factors
have influenced this situation, including the
rapid dissemination of information through the
new communication media and assistance from
international agencies and bilateral donors. In
this context the ILO has stepped up its contri-
bution by launching a series of information
measures and training for officials and leaders
of both sexes on this subject.

Tripartite agreements

The ILO has primarily emphasized the
importance of adopting a coherent policy to
promote equality in all areas of the world of
work, both at the legal level and at the practical
level of promoting employment as an integral
part of its general policies in these spheres.
Account has been taken of the fact that the dis-
advantages or forms of discrimination suffered
by most women are the result of several interre-
lated factors which necessarily require multiple
means of solution. Secondly, such an integrated
policy must be designed, implemented and
monitored collectively by the main social actors:
the Government and employers’ and workers’
organizations supported by active NGOs with
experience in this sphere. Thirdly, mechanisms
must be established to monitor and evaluate an
equality policy of this kind, based on previously
established indicators.

In this context, the regional integration of
the countries of the Southern Cone based on
the Mercosur trade agreements is an appropri-
ate opportunity to strengthen and enrich the
efforts made in the different countries. The
supranational body of Mercosur can give
additional impetus to the action undertaken
within the respective national contexts. It

would be desirable to move towards a certain
degree of harmonization in policies to pro-
mote equal opportunity by exploring joint
lines of action. In accordance with ILO Rec-
ommendations and with account being taken
of the employment problems faced by women
in the countries of the Southern Cone, the fol-
lowing “model programme” could be estab-
lished:?

1. Legal level: reference to the main strate-
gies to take advantage of or improve existing
legal provisions. A starting-point would be to
make explicit the principle of non-discrimina-
tion and equal opportunity in legal texts (e.g.
the recent proposal to include this aspect in the
Constitution of Chile; regulation of Act No.
16.045 (1989) respecting equal opportunity and
treatment in employment, Uruguay). Other
measures could include the following:

(a) review and waiving of discriminatory provi-
sions which still exist and which are damag-
ing to women’s work or their employability
in various occupations;

(b) inclusion within protective legislation, on a
gradual basis, of the most vulnerable
groups of women workers, such as domes-
tic workers, home workers, agricultural
workers and part-time workers;’

(c) new orientation in maternity protection
towards the context of family responsibili-
ties as a task shared between women and
men, the State, the social actors and civil
society (e.g. the recent review of the appli-
cation of maternity standards in selected
enterprises, undertaken by the Ministry of
Labour, Chile); promotion of the concept of
parental rights;

(d)adoption of positive measures and estab-
lishment of regulations to monitor their
implementation (e.g. a discussion at the
national level of the concept of “diversity in
the labour market and at the enterprise
level” in Brazil);*

(e) promotion of the ratification of international
labour Conventions of special relevance to
the foregoing items (Workers with Family
Responsibilities Convention, 1981 (No. 156),
in the case of Brazil and Paraguay); Part-time
Work Convention, 1994 (No. 175); Home
Work Convention, 1996 (No. 177); Protocol of
1990 to the Night Work (Women) Conven-
tion (Revised), 1948 (No. 89); Night-Work
Convention, 1990 (No. 171).
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2. Supervision of the application of the law: The
law in itself does not guarantee the exercise of
equality unless there is effective machinery to
monitor its application. It is therefore important
to consider the following measures:

(a) review and modernization of the work of
the labour inspectorate to include the pro-
motion of equal opportunity (eg. the train-
ing programme for inspectors in Chile and
Uruguay);®

(b) modernization of labour court procedures
and study of the possibility of reversing the
burden of proof in cases of labour discrimi-
nation (an aspect which so far has been lit-
tle discussed in the region);

(c) strengthening of collective bargaining as an
important means of promoting equal
opportunity at the enterprise level, includ-
ing positive action — a few isolated exam-
ples of collective agreements with clauses
of this kind can be found in all countries;

(d) adoption of plans to promote equal oppor-
tunity and treatment at the level of govern-
ment, in the public administration and State
enterprises (eg. the Ministry of Public
Administration and a project of the National
Council on Women in Argentina);

(e) establishment or strengthening of tripartite
commissions on equal opportunity in
employment. (In Chile a tripartite commis-
sion was set up by decree of the Minister of
Labour; the same is true in Brazil, where
emphasis is on the fight against discrimina-
tion based on gender and race; in Uruguay,
a committee has been set up under an
Agreement of the Minister of Labour; and
in Paraguay a tripartite liaison group has
been established.)

3. Employment and human resource develop-
ment policies: The basic components of an
active labour market policy with regard to
gender should be strengthened. Such a policy
should focus its action on target groups of the
female population, based on updated informa-
tion disaggregated by sex and taking into
account the following considerations:

(a) labour information, counselling and place-
ment campaigns or programmes; and
unemployment benefit comprising an offer
of retraining; systems for monitoring mea-
sures introduced so as to assess their
impact on women’s integration into
employment once they have been coun-
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selled and trained (e.g. Employment pro-
gramme for female heads of households,
National Directorate of Employment of the
Ministry of Labour of Uruguay; Manual for
Job-seeking by Women in Chile, prepared
and applied by the Ministry of Labour and
the National Service for Women of Chile;
Labour Counselling Services for Women, of
the Council on Women and the Ministry of
Labour of Argentina; Agreement between
the Women’s Secretariat of the Presidency
and the National Service for Occupational
Promotion, Paraguay);

(b) linking these programmes with the entre-
preneurial sector to stimulate the recruit-
ment of women either through agreements
or arrangements for in-plant training or
State subsidies (e.g. Employment Act in
Argentina);

(c) information, counselling and training pro-
grammes for women entrepreneurs and
heads of micro-enterprises; specific credit
lines (examples of which can be found in all
countries).

4. Support systems for men and women work-
ers with family responsibilities: Three countries
have ratified the Workers with Family Res-
ponsibilities Convention, 1981 (No. 156):
Argentina, Chile and Uruguay. The Conven-
tion refers to the adoption of a national policy
comprising measures to facilitate the harmo-
nization of family life with work, mainly as
regards three aspects:

(a) innovative forms of child-caring facilities,
shared between various bodies of civil so-
ciety, the State, local governments and
fathers and mothers concerned;

(b) legal provisions establishing parental leave
for parents on the occasion of the birth or
adoption of a child, the sickness of a young
child, and a certain amount of “leave” for
parents to bring up their young children;

(c) new arrangements for the flexibilization of
working time (day, week, period of the year
or stage in working life), not only for
women but for men.

Some final observations

The examples indicated above highlight two
aspects: first, serious efforts are being made in
all member countries of Mercosur and Chile to
eliminate discrimination and create conditions



which foster equal opportunity in the world of
work. Depending on the specific socio-cultural
and political situation of each country, the mea-
sures introduced for this purpose are being car-
ried out at a different pace, placing stress on
different areas. The second observation is that
certain similarities have all the same been noted
in the measures being taken in these countries
as regards the selection of issues and the meth-
ods used. The economic integration process will
strengthen these similarities since it will facili-
tate the exchange of information and experi-
ences in this respect.

Still ““a women’s issue”

However, it appears difficult to ensure that
account is taken of gender in the discussions
and representation bodies of Mercosur deal-
ing with labour and social issues. One of the
reasons for this could be that equality between
men and women is still perceived by a large
part of society as “a women’s issue”. As a
result, it is considered separate from economic
and labour matters rather than an intrinsic
part of the development paradigm and hence
a matter of concern for society as a whole.
How can this widespread view be changed — a
view which in some cases is deeply rooted in
many trade union organizations?

Inequalities threaten
the economic scales

A starting-point would undoubtedly be
the systematic compilation of information
and statistics disaggregated by sex. The avail-
ability of data not only on the situation of
“workers” or “the labour force” as a whole
but which highlight differences between the
situation of men and that of women would
allow irregularities and inequalities to be
detected which could well disrupt not only
the social but economic equilibrium of the
respective country.

A voice in decision-making

Secondly, the women concerned should
themselves be better informed and organized
so that they can propose and negotiate changes
which strengthen their position in work and in
society. In particular the women organized in
trade unions and those who are members of
employers’ associations should act as protago-
nists in this respect. They should strengthen
their search for allies in implementing their

empowerment strategies to achieve a more
equitable participation in decision-making
bodies, both within their own organizations
and outside.

Legal recognition
of tripartite bodies

Thirdly, the tripartite bodies for equal
opportunity established between the social
actors of both sexes should be strengthened.
How can this end be achieved? Efforts should
be made to consolidate their existence and
ensure their legal recognition: their members
should be trained and their skills developed to
enable them to carry out gender-based analy-
sis and the planning of activities from a gen-
der-related standpoint; work plans should be
drawn up which are coordinated and moni-
tored by women but carried out by the com-
petent bodies existing in the respective
country. The tripartite commissions could
contribute to ensuring that the principle of
equal opportunity in employment becomes
part and parcel of the daily practice of labour
relations (Marquez 1997). Furthermore, coor-
dination bodies could be established to
strengthen initiatives on the part of the gov-
ernment sector and the social actors, for exam-
ple with the assistance of labour judges,
parliamentarians, officials of the vocational
training institutions and the media.

Fourthly, human resource entrepreneurial
policies should be developed on the basis of a
new vision of gender by eliminating preju-
dices about the productive capacity of women
and creating a sense of diversity among the
workforce inspired by the criteria of efficiency
and quality.

Finally, mention may be made of the expe-
rience of the European Union which focuses its
Fourth Programme of Action on Equal Oppor-
tunities for Women and Men (1996-2000) on
the need for “mainstreaming”®. This concept
calls for the design of a new social and eco-
nomic policy which takes account of gender.
Mainstreaming means the systematic consider-
ation of the differences between the condi-
tions, situations and needs of women and men
in all Community policies at the planning,
implementation and evaluation stages, and the
application of such policies to Europe, the
industrialized countries and the developing
countries (European Commission 1997). An in-
depth discussion of the application of this
approach to the countries of Mercosur would
appear to be relevant.
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Notes

! Data taken from the following studies prepared by
ILO consultants within the framework of a subregional pro-
gramme of support for the promotion of tripartite equal
opportunity policies: C. Berra/S. Mariani/N. Raimundo/
M.J. Rodriguez (1997), for Argentina; M. Toledo (1996), for
Brazil; S. Galilea (1996), for Chile; M.V. Heikel (1996), for
Paraguay and A. Santistevan (1996), for Uruguay. For Brazil,
see also: M.E. Valenzuela (1997).

% See works by M. Marquez Garmendia (1997). Several
of the examples quoted can be found in the studies men-
tioned in note.

®The ILO is carrying out a series of studies on the situa
tion of women home workers in Argentina, Brazil, Chile and
Paraguay on the basis of consultancies. These documents
will be published in 1998.

* Discussion of the relevance and legality of positive
action is a relatively recent phenomenon in the countries of

the Southern Cone. The application of positive action in
Europe has been seriously questioned in a number of rul-
ings (see European Commission, 1997). Despite the differ-
ent application in the countries of the European Union, the
debate continues, since positive action is considered an
effective instrument for creating an awareness of the exis-
tence of labour discrimination and may thus help change
attitudes.

® The ILO is currently carrying out a programme of
action on gender in labour administration in several coun-
tries, including Chile. A comparative study on the situation
and progress in the countries covered by this programme is
expected to be published in 1998.

® The European Council declared at its meeting in Essen,
Germany, in 1994, that the promotion of equal opportunities
for women and men is a priority for the European Union
and its member countries on a par with the fight against
unemployment.
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Mercosur and vocational training

Pedro Daniel Weinberg

Director
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Attention must be given to the social and labour aspects of Mercosur... to ensure that the integration
process is accompanied by a real improvement in working conditions in the countries which sign the Treaty.
The various countries will provide one another with all the necessary cooperation for the mutual recog-
nition of their own systems relating to employment, social security, vocational training and individual and

collective labour relations.

Extracts from the Declaration by the Ministers of Labour of Argentina, Brazil, Paraguay and

Uruguay, Montevideo, 9 May 1991.

More than six years have elapsed since the
date of this Declaration. Issued during an early
stage in the transition towards the Common
Market defined by the Treaty of Asuncidn, the
Declaration highlights the idea that the inte-
gration process must be accompanied by a set
of social measures. In particular — and this was
reflected in the establishment of specialized
bodies within the organic structure of Merco-
sur — attention would have to be given to the
search for ways to coordinate human resource
development policies.

It was precisely the recommendations
made at the meetings of Ministers of Labour —
along with proposals made by the social sec-
tors — that led to the establishment of Working
Subgroup (WSG) No. 11 on labour questions, a
title which was subsequently changed to
labour relations, employment and social secu-
rity. In turn, this WSG organized its work on
the basis of eight technical committees. From
this initial structure, vocational training (VT)
was included on the agenda, assigned as it was
to Technical Committee No. 4.

A novelty

The manner in which the subject of VT
was introduced into the discussions at Merco-
sur illustrates one of the major new develop-
ments in the field at the regional level: the
role which Ministries of Labour (ML) are
beginning to play in the sphere of training. To
explain the changes occurring in VT in the
region as regards the relevant actors, the con-
cept of training and its institutional nature
requires consideration of some of the devel-
opments affecting the economies in the pre-
sent historical context. Since an in-depth

analysis can be found in other articles pub-
lished in this issue, it can be said in synthesis
that the region has begun to merge decisively
into the global dynamics of production, trade
and finance. As a result, productivity, quality
and competitiveness appear as key aspects
for the successful integration of the nations
into this new context.

Adapt forms of work organization

As a result, the capacity to meet the chal-
lenge of technological progress is one of the
keys to dynamic economic growth. In addition
to this challenge, there is a need for adaptation
and innovation in the forms of work organiza-
tion. These demands necessarily affect the role
to be played by human resources in this new
scenario. Thus, training will be required to ren-
ovate its traditional strategies and orientations.

The multiskilled worker

The new kind of worker required will no
longer be defined in terms of his or her spe-
cialization in carrying out a set of more or less
specific tasks determined according to the
characteristics of a given workplace. Some of
the new demands will include the capacity to
transfer knowledge at least within a family of
occupations, to adapt to the rapid change of
technology and, in particular, the new meth-
ods of organizing production.

In such a panorama, training requirements
are undergoing major changes, with a move
from the specialized towards the multiskilled
worker, from a capacity to work in a stable
workplace — on a lifelong basis — towards
employability.
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Skills development part
of labour policies

In addition to this set of global dynamics,
there is in the case of Argentina, Brazil,
Paraguay and Uruguay, an overlapping factor:
the process of integration resulting from the
implementation of Mercosur. Accompanying
these changes in the training sphere are a
series of new factors or factors which have
appeared only as isolated experiences in the
past. They include the establishment of new
links between the labour relations system and
vocational training. It is becoming increasingly
clear that training is now part of labour poli-
cies. This relocation of VT within the sphere of
public policies, in contrast to the relative
autonomy with which it had been developed
in the past, is another of the new features char-
acterizing training. New institutional scenarios
are emerging, training is becoming a central
feature of the bargaining agenda, and is
increasingly being seen as an issue to be
addressed by labour legislation.

The social partners heard
at higher levels

Within the new institutional arrangements
which are emerging, the tendency towards the
decentralization of application and, sometimes,
of the decisions taken on training policies are
opening up new avenues of participation by
society. From being a task carried out almost
exclusively by the State, training policies are
increasingly involving the participation of the
social actors. This is particularly the case of
workers’ and employers’ organizations.

The following paragraphs examine these
points in greater detail.

Vocational training within
the framework of Mercosur

As noted in the introduction, the subject of
VT, within the framework of the social or more
specifically social and labour aspects of inte-
gration, appeared early on in the discussion
agenda. However, this was to a large extent
due to proposals which had been made by the
social sectors (with the trade union organiza-
tions playing a leading role) as well as the
Ministries of Labour. The structure established
in the Treaty of Asuncion for the transitional
period towards the Customs’ Union provided
for the setting up of ten WSG; WSG No. 11
(labour questions) was subsequently estab-
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lished by the Common Market Group (CMG)
as a result of the recommendations made by
the Meeting of Ministers of Labour.

Following the CMG meeting in Las Lefas,
Argentina, in June 1992, the title and mandate
of WSG No. 11 were broadened, and it was
henceforth responsible for labour relations,
employment and social security. With its tri-
partite structure, WSG No. 11 set up eight tech-
nical committees (TC) to examine all the
subjects falling within the subgroup’s man-
date. These included VT, for which TC No. 4
was set up (Santos, 1994).

Retraining and equivalent
qualifications

In the initial chronogram, this TC was
responsible for vocational retraining, the pre-
sentation of retraining proposals, the analysis
of equivalencies for the recognition of occupa-
tional qualifications and the presentation of
proposals on occupational equivalencies.

As established for all the WSGs set up for
the transition period towards the Customs
Union, WSG No. 11 and its TCs were to func-
tion until 1994. Although TC No. 4 presented
to the CMG a proposal for the establishment of
a system of horizontal cooperation on VT in
Mercosur, neither this proposal nor other sub-
jects falling within the mandate of WSG No. 11
were the subject of decisions by the Council of
the Common Market or the CMG (Alonso et
al, 1996).

A part of the new structures

Following the redefinition of Mercosur’s
structures under the Protocol of Ouro Preto,
the institutional treatment of social and labour
matters was consolidated by the establishment
of WSG No. 10, which inherited the name and
mandate of the previous WSG No. 11.

Within the organization defined for this
new period at the WSG No. 10 level, three TCs
were integrated. The subject of VT continues to
be addressed at the level of TC |1 (in charge of
employment, migration, skills development
and vocational training). Within this frame-
work and as regards VT, attention has contin-
ued to be given to the initiatives raised earlier:
the establishment of a system of occupational
certification for the recognition and equiva-
lence of occupational certificates; the establish-
ment of a VT information system; and the
development of technical cooperation pro-
grammes among VT institutes.



Social partners in the spotlight

As regards the impetus given to the estab-
lishment and permanent nature of the fora for
discussing social and labour proposals -
including VT — mention must be made of the
fundamental role played by the social part-
ners. Through their links with the meetings of
the Labour Ministers and, in the case of the
Mercosur Committee of the Trade Unions’
Coordinating Body of the South through its
successive letters to the Presidents of the four
governments, precious support was provided
for the establishment of these specific bodies.

Workers and employers represented

The inroads made in terms of addressing
social questions within Mercosur became evi-
dent on the establishment of the Economic and
Social Advisory Forum (ESAF). This body,
which is part of the Mercosur structure
defined in the Protocol of Ouro Preto, is a body
representing the social and economic sectors,
in which recognized workers’ and employers’
organizations play a special role. The issues
which have been placed before the ESAF
include the promotion of employment.
Because of the work methods adopted, the
issues raised in the Forum are taken up in turn
by the national sections which in turn bring
before the plenary questions to be dealt with at
the regional level.

Workers have a say in definition

Along with WSG No. 10 — which is tripar-
tite in composition — the ESAF provides work-
ers’ organizations with a useful platform
enabling them to help shape the policies
adopted within Mercosur concerning labour
and training. This is of special importance at a
time when impetus is being given to the estab-
lishment of regional mechanisms such as
employment observatories and systems for the
certification of skills.

New forms of state action: Vocational
training in the active employment
policies of the Ministries of Labour

Today, in Latin America and the Caribbean,
and particularly in the Mercosur countries,
vocational training institutions have ceased to
be the virtually sole agents they were in the
past. Even in those cases in which these insti-
tutions have survived and remained closer to

the original model, they have become
immersed in a veritable “explosion” in the
supply of training. By way of example, in
almost all these countries the following kinds
of training and vocational training measures
are provided and which are no longer confined
— at least totally — to these institutions:

= the increasingly active role of Ministries of
Labour through various forms of action;

= training activities/skills development in
the enterprise;

= special projects for specific groups and sec-
tors financed from the public budget and
international funds;

= employer or trade union training/voca-
tional training foundations and bodies;

= training/vocational training measures car-
ried out by NGOs, churches, community
organizations, etc.;

= private training academies and institutes.

More dynamic interaction

This new panorama is, however, much
more complex and rich in innovative experi-
ence than simply one of greater competition
between bodies offering training. On the con-
trary, a scenario is emerging which is much
more conducive to the taking on of training
responsibilities by more actors than the tradi-
tional institutions and, therefore, one likely to
encourage the establishment of closer, more
dynamic and functional collaboration and
relationships.

The Ministries of Labour (MLs) in the region
are playing an increasingly leading role in the
vocational training scene, mainly as regards
the definition of policy guidelines. From the
old role of mediation in the capital-labour
relationship, focused on such matters as remu-
neration, stability and conditions of work,
these ministries are broadening their compe-
tence by addressing training from the perspec-
tive of active employment policies. This is
expressed both in standard setting as well as
in the institutional structure itself, through the
creation and development of secretariats,
departments or services which specifically
address vocational training and its relation-
ship with other aspects of labour. This increas-
ingly marked phenomenon can be traced back
to the time when the MLs realized that voca-
tional training is a key element in the formu-
lation and implementation of active labour
policies.
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Vocational training generates jobs

As a result of the many changes which have
been occurring in this sphere since the mid-
1970s in Chile, some ten years later in Mexico
and since the beginning of the present decade in
Argentina, Brazil and Uruguay, the MLs are
developing ambitious projects aimed at assign-
ing them a greater role in the generation of pub-
lic employment policies. These programmes,
financed with national resources in almost all
cases, backed up in others by credits from the
international banks, have not only acknowl-
edged the relevance of VT in achieving results,
but are leading to a reformulation of their tradi-
tional institutional nature: the training systems
which are beginning to emerge are designed to
give greater attention to the demand for train-
ing from the production process itself. This
objective is to overcome, to some extent, the
rigidity characteristic of some national institu-
tions which had retained an organizational and
programmatic structure that closely reflected
the available training supply.

A role involving policy design
and strategies

It can therefore be said that training is a
central component of the active employment
policies which are beginning to be promoted
by the MLs and which focus on the design of
policies and strategies, the development of
financing and supervisory machinery, the
monitoring and evaluation of training mea-
sures, with the responsibility for implementing
these actions being left to other public and pri-
vate agents.

High-level structures
and tripartite bodies

This results in a re-arrangement of the insti-
tutional organizational charts of the ministries
which, within the trend towards the establish-
ment of “lean” public structures, reflect the
emergence of top hierarchical units in this
sphere. Examples include the Secretariat for
Employment and Labour Training and the
National Directorate of Vocational Training in
Argentina; the National Secretariat for Devel-
opment and Vocational Training in Brazil and
the National Directorate of Employment in
Uruguay. In the same way, an important role is
being played by tripartite bodies which, coor-
dinated by the ministries, involve employers
and workers in the discussion and taking of
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decisions on the policies under consideration.
(The most recent cases concern the establish-
ment of the National Employment Board in
Uruguay and the Council on Employment and
Wages in Argentina.)

Flow of funds from different sources

The importance attached to these policies
can be seen in the large amounts of financial
resources allocated to implementing the vari-
ous programmes and projects. These funds
come from different sources: public funds for
training as established by law, extraordinary
resources from the public treasury, unemploy-
ment funds, as well as through the capacity of
the MLs to take over the public debt in the VT
sphere (projects in conjunction with IDB and
the World Bank, among others), etc. Mention
may also be made of the following examples: in
Brazil, the National Secretariat of Training and
Vocational Development (SEFOR) has a Worker
Assistance Fund (FAT) administered by an
Advisory Council (CODEFAT), a tripartite body.
In the same way, activities are carried out in
Uruguay through the National Directorate of
Employment (DINAE) and the tripartite Na-
tional Employment Board (JUNAE), which are
responsible for the allocation of funds from the
Labour Retraining Fund.

The preceding paragraphs clearly highlight
the important role now being played in all
countries of the region by MLs in the VT sphere.
The following paragraphs briefly analyse some
of the developments under way in this respect.

The State: multiple roles
and regulatory functions

The very establishment of the above-men-
tioned bodies is symptomatic of the change in
the role of the State as regards vocational train-
ing: from direct participation as the implement-
ing agent towards a standard-setting role and
the financing of measures carried out by bodies
contracted for this purpose, as well as by enter-
prises themselves. However, subject to differ-
ences according to the respective national case,
this new role by the State has been broadened
towards regulating the market for the voca-
tional training supply and demand market.

Develop a “training culture”

This structural change — from that of a
national institution acting as sole agent in this
sphere in an approach basically determined by



supply, to the present situation has led to a
number of dysfunctional aspects in the new
model which have subsequently been trans-
formed into areas of regulatory action by the
State in general and by the ministries in partic-
ular. First of all, if the objective is to ensure that
training is more firmly based on demand in the
production sector, enterprises and production
units must have both a “training culture” and a
capacity to formulate their demands at this
level. Thus, several ministries are currently
engaged in programmes which are designed to
generate and develop this demand, either
through training subsidies (such as tax relief
determined by training expenditure) or
through integrated measures to develop pro-
ductivity and competitiveness, with the appro-
priate adaptation of the training supply to the
objective requirements of production units and
technology transfer processes.

A scarcity of methodologies
and teaching staff

Another aspect in which the MLs are devel-
oping their standard-setting and regulatory
role concerns the growth of the training supply;,
along with its diversification and adaptation
according to quality standards. Although the
character of an institution can be changed by
legal measures and even made to disappear,
the process for accumulating infrastructure,
methodologies or qualified teaching staff char-
acteristic of the historical institutions cannot be
achieved with the same speed. Most of the new
training offered is not only in short supply but
also weak on each of these points. This causes
difficulties, not only in ensuring minimum
quality levels but in the actual implementation
of the prescribed programmes, in terms of ter-
ritorial and sectoral coverage.

Training with the production
process in mind

All these measures are of special impor-
tance at a time when reforms are being under-
taken in the sphere of formal education and,
in particular, technical education, which,
although necessary, risk devaluating the role
of vocational training in our societies. Indeed,
many of the educational reforms are tending
towards making technical education corre-
spond to that of any secondary school, very
similar in content to that of general formal sec-
ondary education. It is undeniable that with-
out measures such as those being carried out

by the ministers along with other parties, there
would be a void as regards training designed
and delivered according to the needs of the
world of production.

Decisive steps in tune with
the integration process

The MLs in the region are thus proposing to
act decisively in the sphere of VT and to foster
its integration in the light of national strategies
related to the transformation of production,
increasing productivity and competitiveness of
enterprises and the economies, with a view to
ensuring economic growth which is socially
and environmentally sustainable.

Undeniably there remains much to be done
and the challenges themselves are changing
from day to day. To give just one example of a
new area in which MLs are acting, mention
can be made of their role in synchronizing and
adapting the changes affecting labour markets
and VT as a result of the process of regional
integration now underway.

Changes in the vocational training
approach

In the introduction to this article, mention
was made of the context in which changes in
the approaches to human resource develop-
ment are being handled. The following para-
graphs examine some aspects of training
measures themselves which are beginning to
reflect transformations in this respect.

(i) Training and its link with
the labour relations system

Under the earlier development model, the
function of human resource training for indus-
try was in the hands of the national VT institu-
tions. It was therefore a responsibility of the
State, like so many others.

Stability of sources of employment

The labour relations system which was con-
solidated under the developmental model was
characterized, among other aspects, by the
establishment of bargaining machinery, in most
cases of a tripartite kind, sometimes by branch
of activity, sometimes at the enterprise level, in
which discussions focused basically on the sta-
bility of the sources of employment, the regular-
ity and amounts of increases in remuneration,
and coverage by the social security services
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(health and employment insurance, family
allowances, etc.). The changes resulting from the
forms of integration of national economies into
world trade and within Mercosur, the growing
importance of the factors of know-how and
technology in production processes and the
change in the roles of the various labour actors,
have profoundly affected each of the elements
involved in labour relations.

Bargaining depends on product
behaviour

The concept of job stability is beginning to
be replaced by a concern to find workers who
are flexible, more skilled and capable of under-
going rapid retraining, thus ensuring their own
stability within the labour market. Without
prejudice to the maintenance of social services,
the systems supporting it are in a crisis in many
cases, resulting in a process of reformulation,
and whatever the forms and methods adopted
in each country, what is undeniable is that solid
training appears to be the best form of protec-
tion against unemployment. Similarly, discus-
sion on the amounts and methods of wage
increases, though not ceasing to be regulated
by various collective bargaining mechanisms,
is placing the various actors before the chal-
lenge of linking such increases to productivity
growth, with less attention being now given to
such aspects as seniority and occupational
careers within the enterprise, in favour of an
emphasis on the variables which make up the
skills of a worker, such as experience and the
levels and kinds of training.

Employer-worker joint structures

In accordance with these changes, the train-
ing and development of human resources have
ceased to be functions delegated in and assumed
by the State. Both employers and workers,
through their representative organizations, are
becoming increasingly interested in the sub-
ject, proposing initiatives to the State and
training institutions, creating their own struc-
tures and engaging in the design and applica-
tion of policies in this sphere.

Training and skills development
a bargaining issue

As a result of its growing central impor-
tance, training is beginning to appear as a fun-
damental aspect in collective bargaining and
relations. In the same way, there is an increas-
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ing volume of labour legislation on the subject
and standards are becoming more elaborate
than in the past — a trend evident not only in
the region but throughout the world. Collective
bargaining mechanisms, whether tripartite or
bipartite, at the branch or enterprise level, are
increasingly including training and vocational
training alongside the “historic” subjects.

(if) Training as part of the technology
transfer process

In its classical, traditional form, training is
seen as the ordered and systematic transmission
of a body of knowledge, skills and aptitudes,
enabling a worker to increase his or her per-
sonal qualifications. This view has now become
obsolete, mainly because it is based on an iso-
lated concept of training, decontextualized from
the environment and time in which it is carried
out; in this self-contained approach, training is
not necessarily related to the work processes for
which it should, in principle, be conceived.

Situate training within the framework
of the productive process

When we look at the way in which the
most innovative training institutions, technical
schools or technical education units are now
proceeding, we can see that training is increas-
ingly being based on work processes and tech-
nical innovation. Some of the bodies now
understand that training should be seen as
part of a process through which production
units and workers receive an accumulated set
of scientific and technological knowledge
linked to the production process. These educa-
tional institutions and units establish a rela-
tionship between the training component and
the process of integrated assistance and advi-
sory services provided to enterprises: in this
way, human resource training is part of a series
of measures involving the transfer of technol-
ogy as regards work, production, adaptation
and innovation.

Lifelong learning

From a complementary standpoint, the
transfer of technology is a permanent process
and education/training needs should be under-
stood in the same way. In other words, the view
that training is something to be provided at a
specific time, normally before a person enters
the employment market, has been superseded
by the realization that it is a constant need



which can be addressed in various ways,
through initial training, in-plant training, sand-
wich training, on-the-job training, etc. In its
turn, this concept of lifelong learning restores
the labour mobility potential to training and
allows it to be linked to technical and produc-
tion changes under way in the world of work.

(iii) Training as an educational
phenomenon linked
to production processes

Some of the most successful experiments
seek to establish a close relationship between
training and production through programmes
catering to the needs of enterprises (assistance
and technical advisory services, technological
information, applied research, etc.). In these
new services provided by institutions and
schools, there is active participation by stu-
dents and teachers; the objective is not just to
provide an additional service, but to create
feedback mechanisms enabling the content of
programmes, training methodologies and
forms of service to be adapted; in other words,
to improve the teaching-learning processes.

A bridge between the school
and the workplace

When these centres see themselves as the
promoters of state of the art technologies, meet-
ing the production and technical needs of the
industrial sector, they do so on the understand-
ing that in the final analysis they will be
strengthening their own training capacity and
encouraging the provision of high-quality and
relevant instruction. In other words, despite
their investments and their new and enthusias-
tic commitment to technology, these units see
themselves in the end as training and teaching
agents. Thus the sales of services are not basi-
cally conceived as a new source of financing; on
the contrary, they are methods being tried out
to bring the realities of the production world
closer to the schools and training centres. Fur-
thermore, helping enterprises to resolve their
problems is not only beneficial to the produc-
tion units but also increases the base of scientific
and technical knowledge, the critical mass.

Joint ministerial action and coordination

It must be emphasized that it is the role of
the MLs to promote programmes which stimu-
late the development of a “training culture” at
the level of the various production units (espe-

cially those with greater difficulties in gaining
access to information and training services)
and, vice versa, by promoting the develop-
ment of a “work culture” in the various educa-
tional bodies. Clearly, these tasks imply greater
coordination and joint action between the MLs
and other state bodies, and in particular the
Ministries of Education.

(iv) Vocational training for competencies

Vocational training programmes were tradi-
tionally conceived on the basis of workers’ skills;
in general, training programmes have a behav-
ioural bias in so far as they are purely instrumen-
tal and, at best, restricted to a purely intellectual
proposal. On the other hand, the training pro-
vided by training institutions and many techni-
cal schools take account of other aspects. They
do not transmit only knowledge and manual
skills but attempt to address the cultural, social
and attitude-related aspects which are linked to a
person’s individual capacity.

A new work culture

The culture of productive modernization,
based on the criteria of quality, productivity,
efficiency and competitiveness, cannot be
developed by training programmes which are
so rigidly focused on training for specific work
places. The contribution to the development of
a new work and production culture made by
these bodies is crucial; it is being achieved not
only through explicit training instruments —
courses, programmes, curricula, methodologies
- but through the productive environment and
climate established by the centres and schools.

Steeped in the workplace atmosphere

In other words, schools and agencies which
reflect the old scheme of Fordist and Taylorist
organization of work are not in a position to
develop the new competencies required by an
economy which has been opened up to the cur-
rents of international trade, which is highly
competitive; the reductionist approach based
on training for qualifications is being super-
seded by an approach which is being spear-
headed by innovative institutions and schools.
The reason for this is simple: “modern” compe-
tencies cannot be taught in an isolated course
but are the reflection of a production environ-
ment, the enterprise environment, the codes of
conduct and practice which operate in reality,
and the patterns of work and production.
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Quality control mechanisms

Itis only through the articulation of educa-
tion and training with work and technology
within an appropriate environment that a
mechanism can be found for transmitting the
values, practices and modes of conduct which
are inherent to the modern competencies
required from workers, technicians and profes-
sional staff in the present historical circum-
stances. Here again the MLs have a role to play,
particularly as regards the establishment and
development of systems for the standardization
and certification of occupational competencies,
the certification of training programmes and
institutions, together with mechanisms to
ensure the quality of the training supply.

Defining occupational profiles

In the same way, the Mercosur Treaty explic-
itly establishes the goal of promoting the free cir-
culation of persons, which means that the
workers of the signatory countries will have the
same opportunities and working conditions in
any of the member countries of the group. Thus,
the move towards an integrated subregional
labour market means that account must be
taken of aspects relating to the labour legislation
in force, as well as the curricula content of tech-
nical education and vocational training. In this
respect, the determination of consensus-based
occupational profiles and the adoption of sys-
tems for the certification of labour competencies,
among other matters, are necessary steps along
the path towards the proposed objective.

Active participation
of social partners

Although the equivalence and certification
of labour competencies require highly technical
methodologies and procedures, their recogni-
tion and credibility also require dialogue, nego-
tiation and active participation, at the national
and subregional levels, between employers’
and workers’ organizations, and the regulatory
role of governments. To this end, the TC Il
WSG No. 10 of Mercosur has included on its VT
agenda the establishment of an occupational
certification system for the granting of occupa-
tional certifications in the different countries of
the group. This proposal reflects the work of its
predecessor, TC No. 4 (Vocational Training) of
the former WSG No. 11, as well as the Regional
Coordinating Committee of Mercosur responsi-
ble for education.

Double standards

Because of the multiple consequences
which such a certification system might have
on VT systems, vocational training is a subject
of special importance, both as regards the
integration of labour markets and the actual
evolution of national training systems. The
potential of this tool is clear if we look at the
changes under way in the approach to VT. The
availability of qualification standards, such as
those provided by a certification system, will
allow action to be taken both in the design of
curricula and in the labour market itself.
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Monitor compliance

Labour inspection is an institutional and
generally administrative system responsible
for monitoring compliance with the legal pro-
visions respecting conditions of work and the
protection of workers in the exercise of their
occupation. A commonly shared economic
area, trade, competition, conditions of work
and compliance with labour standards are the
keys which link economic integration to
labour inspection. This link exists because, in
the first place, economic treaties usually have
social effects relating to matters such as
employment, migration, wages and social
security, among other matters. These aspects
are frequently the subject of sectoral policies
and are subject to comprehensive and com-
plex regulation. The application of social
standards is to a large extent the responsibil-
ity of public labour administration, the labour
inspection service its instrument for ensuring
application.

Rules of the game

Secondly, to establish a common economic
area, certain ground rules are necessary. This
may imply setting standards which, whether
directly or indirectly, give the same value to
some of the components of the production
costs of goods and services. It is generally
accepted, in Europe for examplep56 mme pui r
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the protection of workers while engaged in
their work, as well as supplying technical
information and advice to employers and
workers concerning the most effective means
of complying with the legal provisions.’

Four different systems

If we speak of an inspection system rather
than an organ or body, this is because there
occur instances where it is neither structured as
a single body nor within the organization of a
single ministerial entity, but consists of a num-
ber of tasks carried out by different administra-
tive bodies. The four countries are equipped
with labour inspection systems and have rati-
fied Convention No. 81, but the organization
and functioning of the system are quite differ-
ent. Organization depends on various factors
ranging from political to economic considera-
tions as well as geography and history. Fur-
thermore, their functioning also depends on
the management, quantity and quality of the
resources available to the administration.

The Constitutions of two of the Mercosur
countries, Brazil and Paraguay, contain refer-
ences to this function.® This is also the case
with some of the provincial Constitutions of
the Republic of Argentina.

In Argentina, under the federal organiza-
tion of the country, responsibility for the
inspection system is vested in the provincial
authorities. The national Government, as the
central authority, exercises supervisory author-
ity over the system and performs the ordinary
functions of inspection in the federal capital.
However, in Brazil, a federative republic,
labour inspection is the responsibility of the
federal Government, no powers whatsoever
vested in the States (with the exception of the
State of Sdo Paolo where, in addition to the fed-
eral authorities, there is a body of occupational
safety officials). In Paraguay and Uruguay, uni-
tary countries, labour inspection is carried out
by bodies of the central authority.

Two distinct components

A common characteristic of the four coun-
tries is the specialization of inspection by func-
tion, although in each case the system is
organized differently. In Argentina, there is a
clear split into two functional areas: labour in
general and safety and health. At both the fed-
eral and provincial levels, these two spheres
operate as separate components within the
inspection system.

In Brazil, standards and labour relations
are the responsibility of the Fiscais do trabalho
(labour inspectors), while occupational safety
and health fall within the competence of
engineers and occupational physicians. Two
Secretariats of the Ministry of Labour run the
labour and the safety and health divisions,
while state activities are coordinated through
the regional delegations (Delegacias Region-
ais). In Paraguay, a distinction is made between
labour inspectors and safety inspectors, with
two separate directorates existing within the
Ministry of Justice and Labour. In Uruguay,
as part of the same administrative division,
there are specialized units dealing with gen-
eral conditions of work and the working
environment.

Another feature common to Mercosur
members is that due to the immense size of
their territory and population differences,
while the capitals and major cities enjoy an
acceptable level of inspection services, such
services in the provinces are poor and their
activities few and far between in the agricul-
tural sphere.

How does Mercosur’s experience
compare with that of other
integration processes in terms
of social repercussions or other
features?

According to the treaty which set up Mer-
cosur, the extension of the current dimensions
of its national markets is the prime condition
for speeding up the processes of economic
development with social justice in mind, with
the States Parties undertaking to set similar
target levels in their legislation in the relevant
spheres in order to consolidate the integration
process. Article 1 of the Treaty establishes the
free circulation of goods, services and factors
of production, as well as the coordination of
macroeconomic and sectoral policies regarding
foreign and agricultural trade. It does not
expressly mention social policy but adds “and
others as agreed”, “with a view to providing
adequate conditions of competition among the
States Parties”.

Coordinate social policies

In the light of the Treaty of Asuncion it is
possible to propose the coordination of social
policies and setting similar target levels of
social legislation with a view to consolidating
integration and providing adequate conditions
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of competition. The text was interpreted in this
way from the beginning, and such an interpre-
tation was even requested by major trade
union organizations. The question immedi-
ately arises of whether it will be really appro-
priate or necessary, for the purposes of the
Treaty, to pursue coordination and similar tar-
gets at the social level. If the reply is affirma-
tive, another question arises: which methods
and means will be used to achieve these ends?
A third question concerns the role to be played
by labour administration and, more specifi-
cally, labour inspection.

Coordination and similar targets
at the social level

The reply to the first question can be
found in certain declarations and events
which took place subsequent to the signing of
the Treaty, including the Declaration of the
Ministers of Labour of 9 May 1991, in which
they pronounced the need to ensure that the
integration process was accompanied by an
effective improvement and relative equality
in the conditions of work of the countries
signing the Treaty.* Following promptly as an
immediate consequence of this was the estab-
lishment of Working subgroup No. 11 on
labour issues, which was to bring an institu-
tional dimension to the content of the earlier
declaration since the subgroup began an
analysis of the problems of employment,
labour relations and social security related to
integration.

Another significant declaration was the
Joint Communiqué of the Presidents of 17
January 1994 (Colonia, Uruguay) in which
they threw into focus issues relevant to the
establishment of the Common Market, such
as employment, migration, the protection of
workers and the pursuit of similar target
levels of the labour legislations of the States
Parties.

Ways and means to coordinate policy
and set standards for achieving similar
target levels — how other integration
processes have dealt with these
matters and implications for labour
administrations.

Different methods are used in the range of
integration processes which we have taken as
examples. The North American Free Trade
Agreement (Nafta) establishes among its
objectives certain goals of a social bearing such
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as the creation of new job opportunities, the
improvement of conditions of work, and the
protection, extension of scope and effective
application of workers’ basic rights. In the
North American Agreement on Labour Coop-
eration of 1993, which supplements the Nafta,
the States Parties undertake to promote, within
the framework of their own laws, economic
development based on high levels of training
and productivity.

Comply with each country’s laws

The various measures on which these
goals depend include the encouragement
given to employers and workers in each
country to comply with labour legislation
and to work together to maintain a progres-
sive, just, safe and healthy working environ-
ment. To this end, support will be sought
from the existing machinery and institutions
in the three countries to achieve the eco-
nomic and social goals of the Treaty. Two
objectives of the Agreement are to promote
both the observance of effective application
of the legislation of each of the parties and
transparency in the administration of labour
legislation.®

Minimum provisions

In the European Union, apart from the
wealth of standards produced over the years
on migration and social security, Article 118A
of the Treaty requires the establishment, within
the Community sphere, of minimum provi-
sions to promote improvements in the work
environment. As a result of the activity of the
different Community institutions, the Euro-
pean Commission was entrusted with the
preparation of a Framework Directive which
would serve as the basis for specific directives
covering all the risks relating to safety and
health at the workplace.

To sum up, Nafta opts for stricter applica-
tion of internal legislation, whereas the EU
prefers common standard setting. Thus the
Nafta countries will use their labour admin-
istrations to develop a policy for optimal
compliance with standards rather than strive
towards similar target levels of bringing
their legislative provisions closer together.
The fifteen countries of the European Union
will use their labour administration services
to draft new standards and adapt existing
standards to Community regulations and
directives.



What repercussions have the economic
integration treaties of other territorial
spheres and the ensuing legislation
had on labour inspection?

The obligations established in the Nafta
labour agreement include promotion of the
observance of national labour legislation and
its effective application through appropriate
government measures, several of which affect
labour inspection, such as:

= the appointment and training of inspectors;

= monitoring compliance with the laws and
investigating alleged infringements, resort-
ing to on the spot inspection visits as may
be necessary;

= the timely initiation of proceedings for
finding a remedy or applying appropriate
sanctions in respect of infringements of
their labour legislation and guaranteeing
the investigation of alleged infringements
when requested to do so by interested
parties;

= promoting public awareness of labour leg-
islation by guaranteeing in particular the
availability of public information relating
to labour legislation and procedures for its
application and enforcement.’®

Labour principles to be promoted

Finally, the Labour Principles are guide-
lines which the parties undertake to promote
under the conditions established in their inter-
nal legislation, the majority of which fall
within the typical and usual range of labour
inspection activities — the prohibition of forced
labour, the prohibition of child labour, mini-
mum conditions of work and the prevention of
occupational injuries and diseases.

Equally falling under the authority of
labour inspection is responsibility for monitor-
ing or promoting freedom of association and
the right to organize, the right to collective bar-
gaining, the right to strike, the elimination of
discrimination in employment, equal pay for
men and women and the protection of migrant
workers.

In the European Union, Framework Direc-
tive 89/391/CEE, to which reference was
made earlier, establishes among its general
provisions that member States shall guarantee
in particular appropriate supervision and
inspection.

The specific directives deriving from the
Framework Directive usually carry an article
on the defence of rights, such as Directive
92/85/CEE respecting the application of mea-
sures to promote improvements in the safety
and health at the workplace of pregnant work-
ers. It establishes measures respecting protec-
tion against hazards, night work, maternity
leave and prohibition against dismissal, mak-
ing it obligatory for member States to incorpo-
rate measures within their legal framework to
ensure that women workers can seek the
enforcement of their rights through the courts
and/or in accordance with national law and
practice, through recourse to other competent
bodies, which are none other than the bodies
responsible for labour inspection.

Mercosur labour inspectorates:
the unity and diversity of their
institutions, their cooperation
and common strategies

Within Mercosur, the involvement of the
labour inspectorate has not been very evident
to date. The economic repercussion of condi-
tions of work and social protection in trade
flows has been the subject of concern on the
part of governments and the social actors of
Mercosur, giving rise to speculation, discus-
sion and studies. The uneven levels in legisla-
tion and labour relation systems could well
give rise to comparative advantages or disad-
vantages among the countries. Joint or indi-
vidual declarations by Ministers and action at
the national level, as well as a few isolated
joint activities by the national officials of the
labour inspection systems will serve as points
of reference in establishing the importance
given to this administrative instrument.

Clear objectives

Matters of common interest have been con-
sidered: the fight against labour fraud in all its
forms; optimizing the use of human resources
and materials with a view to establishing an
effective service to monitor compliance with
labour standards throughout the national terri-
tories, encouraging, promoting and prioritiz-
ing the preventive and educational aspects of
labour inspection activities; and promoting
lifelong training and skills development for
staff in the different areas of labour inspection.’
Several of these issues of common interest
have been selected and targeted as clear objec-
tives of the national inspectorates.
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No social dumping

In Argentina, two steps merit special atten-
tion: firstly, the programmes of action to com-
bat clandestine work and social insurance
evasion, in accordance with the principle that
non-registered work is in fact a form of social
dumping between internal or international
production zones and, in both cases, inadmis-
sible;® secondly, the process of reform of the
labour inspection system, under the impetus
of the Framework Agreement on Employment,
Productivity and Social Equity, calling for
supervision and training of the provincial
labour inspection services through coordina-
tion and collaboration - functions which are
now carried out through the Directorate of
Inspection and Individual Employment Rela-
tionships.

No forced or child labour

In Brazil, the Secretarias de Fiscalizagao do Tra-
balho y de Seguranca e Sadde do Trabalho (Secre-
tariats of Labour Inspection and Occupational
Safety and Health) are higher management
bodies. But it is particularly significant that the
Ministry of Labour, following a declaration that
its strategic objectives include “ensuring com-
pliance with legislation to protect workers™,®
has launched measures to combat work per-
formed in slave-like and degrading conditions
and child labour. To this end it has extended
its mobile inspection services and launched
inspection campaigns focused on achieving
specific results of a social kind, such as the reg-
istration of employees, the regularization of
the payment of wages and contributions to the
FGTS.

Clandestine work and accidents

In Paraguay, where the development of the
institution is less advanced than that of the
other Mercosur countries, labour inspection
has been actively involved in controlling clan-
destine workshops as a form of support for
enterprises in the formal sector of the econ-
omy." In Uruguay, two of the Government’s
concerns revolve around the clandestine
employment of foreigners and occupational
safety. As regards the former, inspection plans
have been developed to place foreign workers
in the same situation as national workers,
beginning with the rice plantations where
Brazilian workers are employed illegally. The
problem of occupational accidents, particu-
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larly in the construction sector, has required a
long process of consultation with the social
partners in the sector and intense training
activities for inspectors.

Joint inspection visits

The officials of the labour inspectorates of
the member States have held meetings to dis-
cuss matters of common interest and to
improve their knowledge of the functioning of
their institutions. They have agreed to carry
out joint inspection visits by officials from the
four countries (an initial experiment has
already taken place in Uruguay) and have
encouraged studies on the establishment of
some kind of common report form.

In conclusion, the labour inspectorates con-
tinue to address national priorities and
although at the institutional level no similar
target levels have been fixed, as in the Euro-
pean Union, action has however been taken to
promote the application of national law but
without imposing obligations for member
States as in the Nafta. If harmonization of leg-
islation were to be pursued, the next step
would be the requirement of its effective appli-
cation which would pose a major challenge to
the national labour administrations, particu-
larly if they were required to report to some
supervisory body.

At all events, the improvements in the
organization and efficiency of labour inspec-
tion are not unrelated to the phenomenon of
integration, but are gaining impetus through
the existence of Mercosur and may contribute
to the objective of economic development with
social justice in mind, a condition which lies at
the basis of the Treaty.
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Social security and integration processes
in Mercosur

This article is a follow-up to a paper enti-
tled “Social security in Mercosur”, prepared by
the same author in connection with the activi-
ties of the Technical Committee of Working
subgroup No. 11 responsible for questions of
social security, which will form the basis of this
analysis. It addresses the specific subject of
social security in integration processes both
from a theoretical perspective within the con-
text of the progress made in Mercosur. It refers
to the part the ILO has played and concludes
with some observations on the Multilateral
Agreement now in the process of adoption in
the subregion.

General concepts

The free circulation of labour

All civilizations, throughout history, have
witnessed migratory phenomena. It is well
known that migrations have not always been a
negative occurrence but in many cases have
contributed to the construction and renewal of
societies. They are usually divided into two
major groups: migrations due to political rea-
sons and those resulting from economic situa-
tions; the former are generally the result of a
forced decision rather than an individual
desire, whereas the latter may be a free expres-
sion of a person’s wish to seek opportunities
and better his or her condition.

The right to migrate is recognized in the
national constitutions of many countries and is
part of the Universal Declaration of Human
Rights proclaimed by the United Nations in
1948 (art. 13.2). However, it must be recog-
nized that even today there are administrative
provisions which restrict both the entry and
departure of persons.

Integration processes are being promoted
on the basis of specific objectives such as the
establishment of “customs unions” followed
by common markets with common policies.
However, the fundamental goal is to improve
the well-being of populations through the
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greater political and economic security of each
inhabitant and each family, for which end the
free mobility of the factors of production is not
only of economic importance but a social mat-
ter of high priority.

On this account the decisions of countries
engaged in integration processes normally
from the outset include regulations on social
aspects among which social security plays a
decisive role.! In the case of Mercosur, the econ-
omist’s approach has not stood in the way of
attaching importance to the social questions
dealt with on a tripartite basis by Subgroup
No. 11 and its technical committees and cur-
rently by Subgroup No. 10 and the other com-
petent bodies of the new structure.

Protection of migrant workers
by social security

In the social security sphere, the economic
integration processes include the objectives of
harmonization and coordination, the principal
characteristics of which are examined below.

(@) The harmonization of social
security policy and legislation

In the early stages of integration processes,
the systems providing protection against
social contingencies are different from one
another and harmonization goals must be
established with a view to reducing these dif-
ferences, a task which implies changes and
reforms in national legislation in terms of mat-
ters such as coverage of protection schemes;
conditions and levels of benefits; methods of
funding; proper accounting; fixing ceilings to
ensure fair treatment; and management meth-
ods. Achieving an even pattern is therefore a
very complex task and is further compounded
by differences in the demographic and social
structures of each country which have a direct
impact on the cost of programmes which in
turn depends on demographic variables, lev-
els of remuneration, and employment and



conditions of work and health in general of
the populations covered.

The first challenge would therefore involve
defining the scope to be given in pursuing sim-
ilar target levels of coverage, which can range
from the most rigid — in which harmonization
is tantamount to unification — to the most flex-
ible, in which harmonization implies only a
concordance between systems which are dif-
ferent in their general principles (Tamburi,
1992). It is clearly not possible to apply any
kind of force in bringing about the unification
of schemes whose development in each case is
related to the lives and work of population
groups which are very often characterized by
marked differences even within the same
countries. Furthermore, it must be decided
whether the objective of achieving similar tar-
get levels of pensions or social security
schemes should assign priority to the eco-
nomic or to the social aspects. In the former
case where the objective is to guard against
unfair competition within a single market,
pursuing even levels should be oriented, for
example, towards the sources and levels of
social contributions which are added to the
wage cost of labour, in particular the level of
employer contributions, and the impact of
such contributions and benefits on consump-
tion. If, as in the latter case, the objective is to
set similar target levels in the conditions of life
and work in the respective countries, the
process should preferably be geared towards
similar levels of benefits and closing the gap
between such benefits and social contingencies.

Another challenge for all countries consists
of pursuing the common goal of achieving an
average level or engaging in a process of
upward levelling out, taking as a reference
either the most developed country or external
criteria such as those established in ILO Con-
ventions and other instruments. A recognition
of how the different protection systems have
evolved in the countries concerned would
seem to point the way, since it would hardly be
wise to try to reconstruct the past: much more
essential is the task of constructing the future
(Tamburi, 1992).

The difficulties involved in achieving simi-
lar target levels seem to have been accepted in
the integration process which has had the
greatest experience, namely that of the Euro-
pean Union, and it has probably embarked on
a clean course, making a distinction between
the convergence of policies (objectives) and the
convergence of social security systems as such
(i.e. ways and means to achieve the objectives).

Same political concepts and criteria

Another criterion, somewhat geared to eco-
nomic aspects, would be to launch agreements
precisely when social issues have a direct
impact on the development of the integration
process, to allow each country its freedom, as it
were, as long as its social protection schemes
do not constitute an obstacle to the develop-
ment of the common market. Countries could
spearhead firmer and/or stricter agreements as
to the protection goals to be achieved and leave
more flexibility to the actual methods to be
used to achieve those objectives. In the same
way, analytical methods should be established
to identify the need for convergence measures
if the uneven levels which prevail have a nega-
tive impact on the development of the major
economic and social objectives of integration.
In other words, the criterion may well be one of
acceptance of the models developed in each of
the countries since their compulsory replace-
ment would seem to enjoy little chance of suc-
cess. However, there should at the same time
be some degree of standardization in political
concepts and criteria in the area so that the
same thrust be provided for future changes to
be channelled in the same direction on the basis
of principles shared by the group of countries
being integrated or trying to integrate.

Determining factors

As regards the economic aspect of pursuing
similar target levels of social security, discus-
sion has been bearing on the issue of the so-
called social contributions. This involves not
only determining the amounts of payroll taxes,
but the real question of determining the
impact of social security financing on the com-
petitive capacity of enterprises. At all events, it
must be recognized that it is very difficult — if
not impossible — to arrive at a valid and useful
comparison of social contributions. To achieve
the purpose the analysis must be much more
complete, particularly if account is taken of the
experience of the European Union where, as
many economic studies have shown, differ-
ences in social security contributions between
the countries have historically played a very
minor role in distorting competition, encour-
aging outsourcing or the disruption of invest-
ment flows (Van Raepenbusch, 1992).

However, the real effects stem from the dif-
ferences in productivity rates; levels of techno-
logical innovation; the countless other burdens
which weigh heavily on enterprises (taxes,
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transport costs, etc.); differences in social secu-
rity financing sources and their real impact as
well as enterprise strategies; the positions
adopted by trade union organizations; and the
degree of government intervention in the
“market”.

In conclusion, as has come to pass in the
European Union, which has amassed a wealth
of experience in the process of integration and
has left no stone unturned with the issue in
question, it is very difficult to move forward:
to do so requires an ongoing process of
research and studies to identify all possible
measures which could serve to promote con-
vergence and reduce to a minimum those fac-
tors which may have a negative effect on free
competition in the community market.

(b) Coordinating social security
legislation in terms of protection
for migrant workers

The difficulties involved in this coordina-
tion process do not seem to be as complex as
those involved in pursuing similar levels of
protection. The maintenance of coverage in the
case of displacements requires coordination in
terms of the different legislative provisions
through coordination agreements (bilateral or
multilateral) which involve no changes in
national legislation. The coordination of social
security legislative provisions has been an issue
of long-standing concern which first arose as a
result of the major migratory flows in Europe
from the beginning of the century, and the
search for solutions is deeply embedded in the
standard-setting activity of the ILO ever since
this Organization came into being in 1919.2

Social security agreements or pacts
(whether bilateral or multilateral) generally
seek to ensure the application of the following
four basic principles:

= Equal treatment between nationals and
non-nationals in terms of social security;

= the need to determine formally which
social security legislative provisions are
applicable;

= the maintenance of acquired rights or rights
in the process of being acquired; and

= the possibility of disbursing benefits in a
foreign territory.

(i) Equal treatment. This consists of the legal
provision that migrant workers be included
within the scope of social security legislative
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provisions and receive benefits on the same
terms as those of national workers in the host
country. Major strides have been made in this
sphere and as a result of bilateral or multilat-
eral agreements concluded between and
among countries, this principle has been con-
siderably extended to include refugees as well
as migrant workers.’

(i) Determining which legislation is applic-
able. This involves the guarantee that the legis-
lation applicable to the insured persons will
have been determined in advance, both as
regards workers who work in a country which
is not their own, as well as special cases such
as workers employed temporarily in another
country or those who travel through different
territories for the purpose of transporting
goods or other activities, as well as seafarers.

Such provisions make it possible to clarify
and guarantee the application of a single legis-
lation, thereby avoiding disputes and legal dis-
crepancies which may arise between the
various legislative provisions of the different
countries.

In general, the applicable legislation is that
of the country on whose territory the activities
are carried out, but further solutions have to
be found for special cases such as workers
who travel or for the very special case of sea-
farers. In this latter case the determining factor
is either the headquarters of the enterprise, the
place of residence of the seafarers, the flag
country or the country of registration of the
vessel.

Whatever the characteristics of the job, the
objective is very precise: to guarantee protec-
tion to migrant workers and ensure that only a
specific legislation regulates the rights and
obligations of each worker.

(iif) Maintenance of acquired rights or rights
in the process of being acquired. The criterion of
allocating rights to citizens on grounds of
their effective residence in a country, i.e. based
on “territoriality”, has been replaced in mod-
ern social security schemes by a “personal”
right based on various factors which draw on
fundamental concepts from the legislation
referred to earlier, financial organization and
the right to benefits.

This issue has different connotations
according to the branch of benefits concerned
and depending on whether it concerns the
worker or his or her family, in which case it is
often more important to resolve the problems
of “territoriality”.



The adding up method must ensure that all
the services provided by the worker are taken
into account, in particular as regards retire-
ment and pensions; it is sometimes also used
to share out the financial burden between the
different schemes involved in the granting of
rights.

(iv) Payment of benefits abroad. This consists
of eliminating any condition of territoriality
imposed by social security legislation and con-
cerns not only the worker but his or her family
when they reside temporarily in a country
which is different from that where the benefits
are granted. The importance of this principle
first arose in the pensions branch but has
recently also come to the fore in other social
security branches. The methods used for pay-
ments vary, although recently greater facilities
have appeared as a result of changes in the
international handling of financial flows.
Account should be taken not only of these
developments but of the administrative and, in
some cases, medical supervisory procedures to
which beneficiaries are subject.

The ILO’s action and standards

The protection of workers employed in a
country which is not their country of origin
has played an important role in the ILO’s
activities. The preamble to the ILO’s Constitu-
tion refers to the defence of the interests of
migrant workers as one of the priority objec-
tives of the ILO. Article 427 of the Treaty of
Versailles, which sets forth the general princi-
ples included in the initial text of the Constitu-
tion, added that “the standard set by law in
each country with respect to the conditions of
labour should have due regard to the equitable
economic treatment of all workers lawfully
resident therein”. The ILO’s concern about
migrant workers has resulted, in particular, in
the adoption of Conventions and Recommen-
dations on the subject and in the promotion of
debates and exchanges of experience.*

More freedom in the circulation
of labour

The process of modifying and updating the
standards concerning the social security of
migrant workers has been stimulated by a
number of factors. Apart from how the doc-
trine has itself been evolving, there have been
changes in the direction and volume of migra-
tory flows and the establishment of economic

communities of countries in specific regions,
communities which proclaim greater freedom
in the circulation of labour within the commu-
nity areas as part of their own objectives.

A dynamic network of legislative
provisions

The multilateral instruments of this kind
which have been adopted in Europe as well as
in other regions and subregions, including
Latin America and Africa, carry provisions
inspired to a large extent by the ILO standards
and complement or accompany the numerous
bilateral agreements and pacts concluded
between countries which export and import
labour. The overall result is a dynamic net-
work of provisions for the coordination of
social security legislation which is becoming
more comprehensive each year.

The Equality of Treatment (Social Security)
Convention, 1962 (No. 118), satisfies the
requirements of States in this respect, but the
new standard-setting model appears to have
achieved its full expression only with the adop-
tion in 1982 by the International Labour Con-
ference of the Maintenance of Social Security
Rights Convention (No. 157). This instrument
does not contain any specific standards to
ensure the provision of equal treatment, since
the principle was established and transposed
into international standards by Convention No.
118; the new instrument therefore focuses on
standards relating to the maintenance of
acquired rights or rights in the course of acqui-
sition and the provision of benefits abroad.

This new instrument applies to the nine
branches of social security already included in
the Social Security (Minimum Standards) Con-
vention, 1952 (No. 102), and the scope of persons
covered does not contain any limitations, in line
with the criterion that all migrants moving from
one country to another should be protected.

The system for the maintenance of rights
proposed by the new Convention contains
standards respecting the maintenance of the
right to benefits, including provisions which
should be contained in bilateral or multilateral
agreements, such as:

< Determining to which branch they will
apply. In this sense it is broad and encom-
passes all the branches recognized in ILO
standards as well as the benefits and reha-
bilitation measures included in them.

= The category of persons covered, which
includes, in addition to wage earners, fron-
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tier workers and seasonal workers, their
families and refugees or stateless persons.

= Agreements should establish methods for
the reimbursement of benefits and the
rules prohibiting the undue cumulation of
benefits.

Convention No. 157 was supplemented
in 1983 with the adoption of the Maintenance
of Social Security Rights Recommendation
(No. 167) concerning the establishment of an
international system for the maintenance of
rights in social security, the objective of which
is to specify the models of technical applica-
tion provisions; it includes an annex with
model provisions for the conclusion of bilat-
eral or multilateral social security instruments
and another with a model agreement for the
coordination of bilateral or multilateral social
security instruments.’®

The ILO has collaborated with its member
States in the preparation or further develop-
ment of agreements for the coordination of
social security programmes. This cooperation
has frequently been developed through sup-
port to regional or subregional bodies such as
the Central Commission for the Navigation of
the Rhine; the Council of Europe; the Euro-
pean Communities; the Organization of Cen-
tral American States (the name was changed
to “Central American Integration System” by
the Tegucigalpa Protocol of 1991, set in opera-
tion on 1 February 1993); Mercosur; the Com-
mon African and Mauritian Organization; the
Cartagena Agreement; the Economic Commu-
nity of the Great Lakes Countries; the West
African Economic Community; and the Cen-
tral African Customs and Economic Union.
Furthermore, resear



place the results before Subgroup No. 10 at
the meeting held in Brasilia in September of
the same year. The draft agreement was sub-
mitted to that meeting although it did not
lead to adoption due to Paraguay’s reserva-
tions with regard to the clauses respecting
disability pensions, although the adoption of
the agreement remained a priority issue on
the work agenda.

At the fifth meeting of Subgroup No. 10,
held in Montevideo in August 1997, it was
decided to recommend to the Common Market
Group, and indirectly to the Common Market
Council, to adopt at its next meeting the “Mul-
tilateral Social Security Agreement and its
Administrative Regulations”, and that follow-
ing adoption the subgroup would implement
the methodology for following up the Conven-
tion and its application.’

Unresolved matters
in Mercosur

The free circulation within the territory of
the countries which are signatories to the
Treaty of Asuncién means finding solutions to
all the questions related to the world of work
as well as to others which concern workers’
families, all of which revolve around the
essential ingredient of social protection. This
right to social protection must be embodied in
a process which clearly reflects developments
in the respective countries as regards their
own citizens. In other words, the integration
process will stride ahead to the extent that
progress is made in the countries in terms of
conditions of life and work. If the objective is
to ensure equality of treatment between
nationals and foreigners, it will not be possi-
ble to provide for foreigners what does not
exist for nationals.

Clear goals and common
targets

In this connection, it is essential that
within the idea of fixing similar target levels
in the search for convergence, goals should be
established in terms of the coverage of social
contingencies which are clear, accessible and
based on common objectives. The discussions
now underway to promote the ratification of
ILO Conventions suggest that the objectives
of such international instruments could be
adopted and goals could be defined along the
very lines of the “Social Charter or Charter of
Basic Rights” being discussed.

Modest objectives and
a follow-up system

In short, the process of fixing similar target
levels could be seen as a set of steps and mea-
sures which strive to bring social protection
schemes as close together as possible. It must
be recognized that certain difficulties will arise
and that modest objectives must be set with
regard to this issue, as much in terms of goals
as in terms of methodology.

In the same way, a follow-up system will
have to be set up not only to evaluate in the
future the necessary measures to be taken now
in terms of fixing similar target levels and
proposing solutions, but also to identify in the
case of each measure related to social protec-
tion in the respective countries the extent to
which it will bring target levels closer or the
contrary effect which might be produced by
their adoption. In other words, future reforms
cannot be designed solely with a national
objective but must be envisaged with Merco-
sur in mind.?

Private insurance and retirement
schemes

There are other issues which need to be
mentioned, such as reviewing supplementary
pension schemes, their target levels and coor-
dination, or the different role in each country
of profit-making insurance schemes in the pro-
tection of social contingencies. The Multilateral
Agreement contains provisions applying to
pension schemes and plans based on individ-
ual capitalization and a clause which makes
compliance with the Agreement obligatory on
the part of private bodies participating in such
schemes.

Fine-tuning

Finally, it must be emphasised that the free
movement of labour in this process is condi-
tional on the adequate coordination of social
protection programmes, which in the Merco-
sur countries already finds a basis in the bilat-
eral agreements in force but which will be
taken a step further with the Multilateral
Agreement now in the process of adoption.
The former normally covered the economic
benefits of pension schemes while the latter
Agreement will extend and develop the sys-
tem to include other branches of benefits such
as health insurance for workers transferred on
a temporary basis and who are now covered
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by the Agreement. The Agreement determines
the legislation which will be applicable, stipu-
lates that all periods of contribution will be
counted for the purposes of entitlement to eco-
nomic benefits and establishes the necessary
procedures for its operation which, together
with the Administrative Agreement for its
application, will allow it to come into force as
soon as it has been adopted.

Constant follow-up

A flexible approach has been used in the
multilateral agreement in order to provide
coverage as far as possible for those popula-
tion groups which are at present not covered
even in their own countries until such time as
programmes are extended and become uni-
versal. The complexity and importance of
these processes, in no way diminished by
considering the specific cases involved, require
constant efforts towards achieving the dual
goal of setting similar target levels and coor-
dinating social security schemes, both essen-
tial components of the social dimension of
Mercosur.

Notes

! The Treaty of Rome, in articles 117 and 118, lays down
the broad lines of the European Union’s social policy.

% For further information readers may refer to ILO
(1977), a well documented historical overview on the origins
and development of international law in this field. ILO (1981)
may also be consulted.

® For further information concerning agreements signed
between countries, see ILO titles indicated 1974, 1984 and
recently 1992b.

‘ See ILO/CIDSEP(1992).

® For more information on this question see ILO/CIDSEP
(1993); Elkin (1994); ILO-RELASUR (1994), ILO (1996). A host
of other papers issued nationally and internationally such as
proceedings of meetings and seminars as well as in the form
of studies may be consulted, among which may be mentioned
the following: CARI (Council of Argentina for International
Relations) and Konrad Adenauer Foundation 1993; Ackerman
(1995); MPAS (Ministry of Insurance and Social Assistance)
and ECLAC (Economic Commission for Latin America and
the Caribbean), 1996.

® The I1LO supported this process by taking charge of
different drafts of the comparative analysis of which the
final edition is entitled Social Security in Mercosur, May 1994.

" Mercosur/GMC/SGT-10/Record of Proceedings No. 2/97.

® This suggestion was followed up in studies which
formed the basis of Social Security in Mercosur (1994) and no
evidence is available as to whether the reforms undertaken
subsequently were considered in the light of their impact on
the overall integration process.
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Mercosur — Economic performance and prospects

After several years during which Brazil and
Argentina signed agreements to further the
integration process of both their economies,
the Act of Buenos Aires was signed in 1990 lay-
ing the foundations for the establishment of
the Common Market. It was institutionalized
in March 1991 with the signing of the Treaty of
Asuncion, providing for the establishment of a
common market between Brazil and Argentina
that was also to include Paraguay and
Uruguay, called the Common Market of the
Southern Cone (Mercosur) which was to have
taken shape by 31 December 1994. The integra-
tion Agreement embraces the full range of
objectives involved in building a Common
Market, as listed in Article 1 of the Treaty. After
1995, Mercosur began to function as an imper-
fect customs union which would gradually
converge to form a Common Market by the
year 2000.

The founding treaty of Mercosur was vali-
dated by the General Agreement on Tariffs and
Trade (GATT) since its objectives were fully in
line with the latter’s mandate: “...the expan-
sion of their domestic markets,... is a vital pre-
requisite for accelerating their processes of
economic development with social justice
bearing in mind international trends, particu-
larly the integration of large economic areas
and the importance of securing their countries
a proper place in the international economy.”*

Difficulties encountered:
can they be overcome?

If the future of Mercosur were to be fore-
told on the basis of the repeated reports in the
press concerning disagreements, principally
between the two main member States, the
conclusion might be drawn that the process is
very likely to drag to a standstill. However,
an in-depth examination of the strategy
adopted by all its member States reveals that
they have decided to keep the process afloat,
notwithstanding the evident difficulties en-
countered.

Beethoven Herrera Valencia
ILO Consultant

Settled after lengthy negotiations

In 1992, Argentina levied tariffs on all
imports with the result that Brazil threatened
reprisals, although it was ultimately to accept
the measure. In June 1994, the Brazilian govern-
ment protested because President Menem of
Argentina had stated that Brazilian workers
earned half the amount earned by Argentinian
workers. In June 1995, the Brazilian government
imposed quotas on automobile imports, specify-
ing that during the second half of the year, only
half the number of cars sold during the first half
would be admitted, with no exemption from
this measure either for Mercosur or for
Argentina in particular. The matter was eventu-
ally settled after lengthy negotiations.

Sources of conflict

In late 1995, Argentina lodged a complaint
regarding the generous subsidies which Brazil
granted to attract foreign investment, to which
the latter responded that these incentives were
offered by the provinces and not by the central
government. In April 1997, in response to its
balance of trade difficulties, Brazil applied a
cutback in the financing of its imports, requir-
ing either immediate payment or deferral of
financing to over one year, thereby increasing
its cost. In connection with this measure, the
Argentinian ambassador in Brazil took issue
with the President of the Brazilian Central
Bank. Brazil subsequently agreed to lighten
these restrictions for the benefit of its Mercosur
partners, although the term of exception
expires on 1 November 1997 and an anxious
climate reigns, inspired by the ill feeling which
might set in were the process not extended.

Tit for tat

The latest incident was provoked when the
Argentinian Congress passed a law restricting
the entry of Brazilian sugar, with the argument
that the product benefits from the earlier sub-

73



sidies which were introduced to encourage the
production of alcohol for use as automobile
fuel. In response, Brazil threatened to impose a
similar restriction on the entry of Argentinian
wheat and complained about the fact that the
Argentinian executive was not over-eager to
block the law, despite the fact that it held a
majority in Congress. President Menem refused
to recognize the law and promised to take
steps to introduce a new law revoking the ear-
lier one, but only at the end of the electoral
process in October. In the meantime, the
Argentinian Attorney-General has declared
that the Treaty of Asuncién which founded
Mercosur prevailed over national laws.

Free trade zones in Paraguay

While differences between Brazil and
Argentina give cause for the greatest concern
in view of their relative share in total Mercosur
trade, other members also contribute their
share of anxiety. Paraguay has passed a
Maquilas (Free Trade Zone) Law. Although
enabling legislation has not yet been passed,
and despite Paraguay’s promise that its Mer-
cosur partners will not be among the recipients
of the goods produced by the plants, Para-
guay’s partners have stated that if the promise
is not honoured, Paraguay might be required
to withdraw from Mercosur, which is an
entirely different issue.

To the foregoing let it be added that one of
the presidential candidates focused his cam-
paign on warnings about the supposed dam-
age Mercosur could inflict on his country.

In addition to purely economic differences,
political problems have emerged on account of
Brazil’s explicitly repeated aspiration to
occupy the new permanent seat on the United
Nations Security Council to be granted to
Latin America, to which Argentina has coun-
tered that this is a decision to be taken jointly
by the members of the region and should per-
haps rotate among countries. Moreover, the
United States’ offer to include Argentina as an
observer in NATO has annoyed not only Chile,
its erstwhile antagonist in the region, but has
also prompted some of its partners to suspect
that the Argentinian government is conniving
in a United States ploy to erode the formerly
united front presented by Mercosur in discus-
sions on the initiation of negotiations regard-
ing the American Free Trade Area (AFTA),
which was particularly apparent in the Sum-
mit of Foreign Ministers held in May 1997 in
Belo Horizonte (Brazil).
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The performance of the players

In 1996, the macroeconomic performance
of the Mercosur member States revealed, on
the one hand, an improvement in terms of
growth and inflation in a context of relative
weakness in external and fiscal terms and, on
the other, a reduction in the disparities in
growth and inflation in the context of a rela-
tive stabilization of real parities. The increased
synchrony in the national economic cycles of
the two largest economies contrasts with the
situation between 1991 and 1992, and 1995.
It may therefore be anticipated that, in the
immediate future, the trade figures will be less
influenced by macroeconomic disparities in
the short term than in the past; although it is
impossible to anticipate how long this trend
will last.?

Positive growth rates

In 1996, the regional GDP of Mercosur
grew at an estimated rate of 3.2 per cent, con-
siderably in excess of the 1.1 per cent reported
in 1995, and is expected to reach 3.7 per cent in
1997. This may be attributed to the recovery of
economic activity in Argentina (which
accounts for one-third of regional products)
and Uruguay following the severe recession
experienced by both economies in 1995. Mean-
while, the economic activity of Brazil (which
accounts for approximately two-thirds of
regional GDP) and of Paraguay dropped off
slightly, although maintaining positive growth
rates throughout the year.

The increased pace of economic activity in
the region went hand in hand with lower infla-
tion, which at the end of the year stood at an
estimated annual rate of 7.6 per cent. The
reduction of inflation to below the interna-
tional rate in a context of fixed exchange rates
allowed a slight improvement in the real
exchange rate for Argentina. Meanwhile, more
flexible exchange policy served to slow down
the real appreciation of the domestic curren-
cies of Brazil and Paraguay and to stabilize the
real exchange rate in Uruguay.

The surge in real growth was accompanied
by a more marked disequilibrium in the for-
eign accounts of the region, influenced as they
were by how the two larger economies were
evolving. Brazil’s US$4 billion trade deficit in
1996 was higher than in the previous year, and
its negative current account balance was
above the US$21 billion, which is equivalent
to over 3 per cent of GDP. Meanwhile, in 1996,



Rates of growth of GDP

Table 1. Mercosur: Indicators of macroeconomic growth (%o)
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Brazil 65.23 0.1 -11 4.4 5.7 3.9 3.0 3.8
Paraguay 1.05 2.4 1.6 4.1 2.9 4.5 2.0 3.1
Uruguay 1.69 3.2 7.8 3.3 6.9 -2.8 5.0 25
Total Mercosur 100.00 3.2 2.1 4.7 6.0 1.1 3.2 3.7
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Table 2. Mercosur: Indicators of macroeconomic development (%)
Annual rate of growth
Inflation IPC 1991 1992 1993 1994 1995 1996 1997
Argentina 84.0 17.5 7.4 3.9 1.6 0.4* 1.7
Brazil 475.8 1149.1 24891 929.3 22.0 10.6" 10.0
Paraguay 11.8 17.8 20.4 18.3 10.5 8.8" 15.0
Uruguay 81.3 59.0 52.9 44.1 35.4 25.5! 18.0
Total Mercosur 338.8 756.3 1627.0 608.3 15.6 7.6" 7.5

* November 1996/97.
Source: ECLAC
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Argentina posted a current account deficit of
US$4.2 billion, while Uruguay’s current account
balance also deteriorated in 1996, which seri-
ously undermined its competitiveness. Only
Paraguay achieved a slight improvement.

The overall macroeconomic performance for
1996 revealed more rapid growth and a lower
rate of inflation, together with a reduction in the
disparities in the economic performance of
member States. Such reduced disparities were
apparent both in the rate of expansion of pro-
duction and of prices, as demonstrated in
Graphs A and B. Indeed, it would appear that,
for the first time since the Treaty of Asuncién
was signed, the largest economies of Mercosur
have entered a period of synchrony of their
domestic economic cycles.

A dual pattern

The composition of the imports and
exports of the largest Mercosur countries
clearly reveals substantial diversification,
although some analysts of the specialization
pattern from the Argentinian side maintain
that a dual pattern is emerging which favours
the primary sector, products of agricultural
origin and the energy sector in Argentina, with
clear comparative advantages, while the prod-
ucts of industrial origin reveal a high level of
comparative disadvantage. While the bulk of
advantages for primary goods is concentrated
in cereals and oleaginous crops, for goods of
agricultural origin, the lead is taken by animal
feeds, oils and fats. For Argentinian products
of industrial origin, the greatest disadvantage
is concentrated in machinery and appliances,
the chemical industry and transport material.
Bekerman and Sirlin argue that, for Argentina,
the low labour-intensive sectors reveal a com-
parative advantage, while the high and inter-
mediate labour-intensive sectors demonstrate
clear disadvantages.®

The theoretical debate: diversion
or creation of trade?

The optimistic assessments which view
Mercosur as a successful process have been
countered by critical appraisals on the part of
experts of multilateral bodies who maintain
that Mercosur has managed to create an artifi-
cial world of economic growth in which ineffi-
cient industries profit from protection behind a
wall of trade barriers. Within the logic of these
analyses, the regional integration agreements
hinder the task of achieving world free trade.
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World Bank: free trade entails
great dangers

The chief economist at the World Bank,
Alexander Yeats, considers that Mercosur gen-
erates substantial trade and investment, but in
the wrong places. Trade between member
countries grew from US$4.2 billion in 1990 to
US$12.3 billion in 1994, with the most rapid
growth recorded for motor vehicles, buses,
agricultural machinery and other capital goods
which are produced, in Yeats’ view, in a rela-
tively inefficient manner in member countries.
Member States, who are isolated from outside
competition, invest in factories which manufac-
ture over-priced products to sell on other mar-
kets outside the group and may find themselves
unable to compete at the world level once
external trade barriers are dismantled, unless
they start to invest in more efficient companies.
The study concludes that the most dynamic
products for internal trade between Mercosur
countries are, for the most part, the capital
goods that they have not been able to export
competitively to other markets. This would
appear to have an adverse impact on third-
party countries.’

Although the World Bank claimed to sup-
port Mercosur and explained that the study was
merely an iconoclastic exercise, its central argu-
ments are in line with the widely held view in
the Bank that general free trade generates
greater wealth than regional trade agreements
and that, although it is easy to be enthusiastic
about them and although they do generate prof-
its, nonetheless they also represent a consider-
able threat.® In any event, it is rumoured that the
United States may lodge a complaint before the
World Trade Organization (WTO) regarding the
tariffs imposed by Argentina and Brazil on auto-
mobile imports. Regional covenants may pro-
vide the enterprises and workers with endless
arguments for continuing to protect markets,
but efforts to liberalize trade throughout the
world may be undermined if too many people
grow rich by diverting trade. This view is held
by the economist Jagdish Bhagwati of Columbia
University. Bhagwati draws attention to the fact
that, following the collapse of the Mexican peso
in 1994, Mexico was prevented under the terms
of the Nafta from imposing tariffs on imports of
products from Canada and the United States.
Consequently, the Mexican government came
under enormous pressure by the threatened
companies to raise the tariff levied on imports of
502 products from countries that did not belong
to the Free Trade Agreement.®



A quota system

The main criticisms levelled at Mercosur
are related to the automobile sector in which
intraregional trade rose from US$207 million
in 1988 to US$2.1 billion in 1994. Although Mer-
cosur aims to impose common tariffs on prod-
ucts from third countries, member States still
practise separate tariffs for many products,
including motor vehicles. Brazil, for instance,
levies tariffs of up to 70 per cent on imported
vehicles, although foreign companies with
local manufacturing operations pay only 35 per
cent. In turn, Argentina has a system of quotas
for imports of vehicles, as does Uruguay, where
companies with local plants are granted a
larger share.

Tariff barriers influence
investment decisions

Foreign motor vehicle companies have
made substantial investments in Mercosur
countries, particularly in the huge Brazilian
market. General Motors plans to invest up to
US$3 billion by 1999, while the Ford Motor
Company intends to invest US$2.5 billion over

Graph C. Mercosur: Origin of imports

the same period. Both companies insist that
they would manufacture motor vehicles in
Brazil even if the market were completely open
to imports of finished vehicles, but both agree
that Mercosur’s tariff barriers influenced their
original investment decisions. General Motors,
for example, is considering the construction of
an automobile parts plant in Uruguay, since it
would thereby be permitted to import more fin-
ished vehicles into the country.

In discussing whether trade is being diverted
rather than increased, as Mercosur critics
claim, the sources of imports should be stud-
ied. As revealed in Graph C, the relative
changes in the origin of imports before and
after the establishment of Mercosur have been
limited and have often totally contradicted the
trade diversion hypothesis.

There is no correlation between the fluctua-
tions in imports and the level of preference for
products. In addition, while imports within
Mercosur increased from 15 per cent to 19 per
cent of total imports between 1990 and 1995, a
simultaneous increase of over 22 per cent was
recorded in the group’s total imports over the
same period. The obvious conclusion is there-
fore that the increased intraregional trade did
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Table 3. Mercosur: Indicators of macroeconomic development (millions of dollars)

Current bank balance 1991 1992 1993 1994 1995 1996 1997

Argentina -809 -5403 -7047 -9363 -2 390 -4200 -6 000
Brazil -1450 6089 19 -1153 -18136 -20300 -26 500
Paraguay -327 -626 -526 -754 -1060 -540 -545
Uruguay 42 -9 -244 -439 -359 -535 -343
Total Mercosur -2544 51 -7798 -11709 -21945 -25575 -33388
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Graph D. Mercosur: Imports 1990-95 (%)
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not occur at the expense of the industrialized
economies of the European Union, Nafta and
Japan and the newly industrialized countries of
Asia. While these regions increased their share
in the total Mercosur imports, the share during
this same period of the “rest of the world” and
the Andean Community fell from 28 per cent to
15 per cent between 1990 and 1995.

It should be emphasized, in addition, that
the value of total Mercosur imports in 1995 was
three times that recorded five years earlier.
Graph C demonstrates that imports from all
regions increased, with the result that the
increase in imports from one region of origin
did not imply a drop in absolute terms for
other regions. Undoubtedly, trade is created
which, for products other than oil, demon-
strates increases of 220 per cent over five years.’

The geopolitics of integration:
A choice of scenarios

An intense discussion rages regarding the
future of the different integration processes
and, more particularly, the prospects for the
consolidation of Mercosur as an independent
market, or its eventual dissolution in a conti-
nent-wide free trade area. The following
trends may be identified in this connection:

(a) Chile and Colombia considered that they
would definitely and promptly be admitted
to Nafta, on their own merit as individual
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countries. This somewhat explains Chile’s
earlier reticence regarding accession to
Mercosur, whose founding text includes an
express invitation to the said country, lead-
ing the latter to show no interest in negoti-
ations with the Southern Cone countries,
with the result that Bolivia and Venezuela,
who are partners in the Andean Group,
concluded different levels of agreements
with Mercosur. It is obvious therefore that
if the government of the United States is
unable to obtain the approval of Parliament
for fast-track access, the admittance of
countries and the negotiations of the AFTA
will not be viable.

(b) The United States government has
expressly and repeatedly stated its desire
to promote the AFTA and assumes that an
agreement will be reached in this regard
during the presidential summit to be held
in Santiago de Chile in 1998. Meanwhile,
Mercosur wishes to guarantee the consoli-
dation of its own process in order to be in a
position to compete more effectively in the
future. Some consider that the AFTA will
be composed of the combined regional
“building blocks”, while others assume
that these trade blocks will have to be dis-
solved into a continent-wide area.

(c) The idea of establishing a South American
trade zone has been reinforced by the par-
tial scope agreements concluded by Merco-



sur with Chile and Bolivia. The idea is
being developed through group negotia-
tions between Mercosur and the Andean
Group of Nations.

(d) The agreement concluded between Merco-
sur and the European Union expresses the
latter’s desire to be involved in the South-
ern Cone process, and has revealed the
diverging perceptions held by Europe and
the United States regarding the Mercosur
process. In the recent World Economic
Forum in Sdo Paulo, the Vice-President of
the European Commission, Manuel Marin,
proposed that an agreement should be
signed by 1999 between the regions. Not
only does this proposal call for a date
which precedes the dates stipulated for the
signature of the AFTA but the express
intention was stated that “Mercosur should
not be dissolved in the Free Trade Area of
the Americas” as appeared to be suggested
by the speaker of the United States at the
same event, Thomas McLarty.

(e) Some believe that, at the end of the day, the
different integration processes will coexist
and overlap.®

Prospects and conclusions

The Mercosur process has not only
achieved positive results, but its main mem-
bers are committed to going further afield, and
no serious risks appear to stand in the way of
its steady progress.

The fact that the institutional process is
poorly developed has meant that negotiations
with Bolivia, Chile, the Andean Group of
Nations, the Latin American Integration Asso-
ciation (ALCA), the AFTA and the WTO have
had to be conducted with scant resources, and
suggests that the organic bodies require fur-
ther consolidation. Although the Argentinian
authorities have guaranteed that the law
restricting the entry of Brazilian sugar will not
be implemented, and despite assurances fr
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