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executive summAry

The United States should play a bold new leadership role in creating a global economy that works for everyone. It 
should encourage faster economic growth, higher labor standards, and stronger social protections in developing na-
tions while buffering Americans from the downsides of globalization and equipping U.S. workers to succeed in the 
global economy. 

To achieve these goals, the next President and Congress should embrace a policy agenda that balances a commitment 
to markets and open trade with dramatic efforts to reduce inequities and insecurities in developed and developing 
nations alike. This agenda would seek to maximize what is best about the global economy—its enormous capacity 
to generate wealth and potential to generate economic opportunity from that wealth—and minimize what is worst: 
competition among nations to lower labor standards and reduce social protections to attract jobs and capital. Specifi-
cally, the next President should take the following steps:

Link trade agreements to a new, higher set of labor standards in developing countries. The United States 
has taken significant steps in the past decade to link trade agreements to internationally recognized core 
labor standards (CLS), including a ban on child labor and forced labor. New agreements should go further 
and insist on progress toward higher labor standards governing “acceptable conditions of work” such as 
meaningful minimum wage laws, weekly hour limits on work, compensation for occupational injury, and 
unemployment insurance. 

Strengthen enforcement of higher labor standards and help nations make progress toward these standards. 
Labor standards included in trade agreements should be governed by enforcement mechanisms and 
penalties that are as effective as those that apply to the commercial provisions of the agreements. The U.S. 
government should expand its technical and financial assistance in this area, create incentives for nations 
to raise labor standards, and lead efforts to strengthen the International Labor Organization. The United 
States must also practice what it preaches and strengthen labor rights at home by ensuring that all workers 
have the right to join unions and that existing labor laws are enforced. 

Liberalize trade with the poorest nations of the world and help spur exports by these nations. The United 
States should eliminate tariffs on goods from the world’s Least Developed Countries to help spur their 
economic growth. At the same time, the United States should expand Trade Development Assistance and 
target such assistance more effectively on the neediest countries. 

Promote social protections and equitable growth in developing countries. The United States should make 
it clear to its trading partners that it expects sustained progress toward expanding social protections and 
public investments, particularly in education, and reducing inequality. Wealthier partners like China 
and South Korea should be pushed to channel more of their considerable government surpluses into 
social investment, while the U.S. should expand its assistance to poorer nations to help develop social 
protections.

Equip American workers for global competition and buffer the effects of large-scale job displacement. 
Current U.S. efforts to aid workers displaced by foreign trade are woefully inadequate. The United States 
must make a dramatically larger investment in retraining workers and, more broadly, in redirecting 
America’s human capital in response to changes in the global economy. The active labor market policies 
pursued by some European nations, such as Denmark, offer instructive examples of how to balance open 
trade with worker protections. 
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Create a new social insurance system to ensure stronger health and pension protections for American 
workers. The United States must move beyond its industrial-era system of employment-based social 
protections. As jobs become less secure and firms face greater competition from abroad, core health and 
pension protections must be guaranteed on a universal basis through portable benefits that follow workers 
wherever they go. 

Analyze the impact of trade on the United States and monitor the behavior of U.S. trading partners. 
Americans need better information about trade. The U.S. government should undertake regular 
comprehensive analyses of the impact of trade agreements on U.S. workers and the progress that U.S. trade 
partners are making in enforcing higher labor standards and ensuring equitable patterns of growth. The 
Government Accountability Office (GAO) should lead this effort with full cooperation of relevant U.S. 
agencies.

The United States has successfully navigated difficult economic transitions before and it can do so again. Pragmat-
ic solutions to many of the problems posed by globalization already exist and can enable win-win approaches to the 
global economy in which developing and developed nations both prosper. Over the long run, the United States will 
benefit much more from inclusive, pro-growth policies that seek to ensure that all people benefit from the global 
economy than policies that would have the nation pull inward. 

■
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introDuction

Americans are confused and anxious about trade and globalization. On the one hand, many voters fear for their jobs 
and living standards, worrying about rising competition from nations like China, India and Mexico. These concerns 
have been growing in recent years, with record percentages of voters seeing free trade as unfair to U.S. workers. On 
the other hand, many Americans see clear benefits from globalization, believe that the United States must engage in 
the global economy, and want poorer nations to develop. 

The next President and Congress must reconcile these hopes and fears to chart a fresh course on trade and the global 
economy. The new leaders must honor two of the noblest aspirations of America: first, a commitment to ensuring a 
strong middle class here in the United States; and second, the desire to help other nations grow wealthier and, by do-
ing so, to create a more democratic and peaceful world. Historically, our most visionary leaders have seen these aspi-
rations as intertwined, taking the view that “we’re in it together” with other nations, and have sought to create poli-
cies that nurture both goals simultaneously. This has never been easy. Today, it seems especially difficult as capital 
becomes more mobile, hundreds of millions of new workers join the global labor force, and large numbers of jobs are 
displaced in the United States by imports. 

The next President and Congress must think creatively and act boldly to advance a new vision of shared global pros-
perity. Working in partnership with other nations and with international institutions, the United States should play 
a leadership role in creating a global economy that works for everyone. It should work to spur equitable economic 
growth and higher labor standards in developing nations while also helping U.S. workers find a secure place in the 
global economy and strengthening social protections to help buffer Americans from the negative effects of globaliza-
tion. This briefing paper advances a new framework for achieving these goals and outlines seven specific policies that 
the next President and Congress should pursue. 

A neW frAmeWork for trADe, ProsPerity, AnD equity

It is time for a new phase of globalization. While the past 15 years have seen the creation of an integrated global 
economy, along with sweeping market reforms in the developing world, the next phase of globalization must ensure 
that the rewards from trade and economic growth are widely shared. The next President and Congress should pro-
mote this goal and seek to change the terms of globalization. Developing countries should be granted open access to 
U.S. markets, and other help to grow their economies, but should be pushed to raise labor standards and put in place 
stronger social protections, as well as environmental protections.� Meanwhile, the United States must take sweeping 
new steps to protect its workers from the downsides of globalization. In short, the United States should continue to 
push for a more open global economy, but also become a leader in efforts to create a new “global social floor” at both 
home and abroad to ensure basic protections. 

�Promoting environmentally sustainable development must be a central goal of any new U.S. approach to trade and globalization. However, 
this complex challenge is beyond the scope of this paper. Likewise, we do not examine another critical hurdle to creating a more equitable 
global economy—reforming international financial institutions, as well as the broader rules and power arrangements governing the global 
financial architecture.
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Specifically, the next Administration and Congress can take seven steps to ensure that workers and families in all 
parts of the world move forward together: 

Link trade agreements to a new, higher set of labor standards in developing countries.

Strengthen enforcement of higher labor standards and help nations make progress toward these standards.

Liberalize trade with the poorest nations of the world and help spur exports by these nations.

Promote social protections and equitable growth in developing countries.

Equip American workers for global competition and buffer the effects of large-scale job displacement. 

Create a new social insurance system to ensure stronger health and pension protections for American 
workers.

Analyze the impact of trade on the United States and monitor the behavior of U.S. trading partners. 

Together, these policies can help usher in a new and positive era of globalization. As in the past, the United States 
can evolve to meet changed economic conditions. Instead of accepting globalization as it is, with its significant down-
sides, we can work with other nations to create more optimal conditions: stable worldwide economic growth, equi-
table and sustainable patterns of development, and secure standards of living in the United States.

A PAth forWArD: Policy recommenDAtions

1. Link Trade Agreements to a New, Higher Set of Labor Standards in Developing Countries

The central way people rise out of poverty is through work that pays decent wages. Today, we are witnessing this phe-
nomenon on a historic level, as tens of millions of workers in places like China and India earn more than ever have 
before and ascend into fast growing middle classes. The brightest promise of globalization is more of the same: higher 
growth, higher wages, and higher living standards worldwide as a global market economy lifts workers in developing 
countries to new heights. But to achieve that promise, we must overcome the darker realities of globalization: mil-
lions of workers trapped in sweatshop conditions, over 200 million child laborers worldwide, the persistence of forced 
labor, unsafe working conditions and the absence of employee benefits in many places, anti-union violence and wide-
spread barriers that prevent workers from organizing, abuse of migrant workers, growing informal economies, high 
unemployment rates, and a general “race to the bottom” in which nations and communities purposefully keep labor 
standards low to retain foreign investors. 

The United States must help lead the way toward globalization’s better future. The next President and Congress 
should demand that trading partners make steady toward raising labor standards. 

Labor standards have long been part of U.S. trade policy, going back to the Trade Act of 1974 and beyond. But it 
was not until the 1994 North American Free Trade Agreement treaty (NAFTA) that a major trade pact included a 
side agreement on labor standards. It was not until the 2000 U.S.-Jordan free trade agreement that labor standards 
were included in the main body of a major trade agreement. Since then, labor standards have become a standard part 
of successive trade agreements (FTAs), and have grown more elaborate. While the U.S.-Jordan agreement included 
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just six paragraphs on labor standards, the 2003 FTA with Chile had five pages devoted to labor standards, along 
with a three-page annex on how these provisions would be monitored and enforced. Other recent trade agreements 
devote similar attention to labor standards, including the 2003 FTA with Singapore, the 2004 FTA with Moroc-
co, the 2005 FTA with Bahrain, the 2005 Central American Free Trade Agreement (CAFTA) pact, and the 2006 
FTA with Oman.1 

Most of the attention to labor standards has focused on four internationally recognized core labor standards. These 
include: 

elimination of forced labor;

abolition of child labor; 

equal opportunity and non-discrimination in employment; and 

freedom of association and the right to bargain collectively.

On paper, remarkable progress has been made in recent years in moving labor standards to the forefront of U.S. trade 
policy. Unfortunately, the linkage between labor standards and access to U.S. markets remains more symbolic than 
real, with such standards remaining too weak or unenforceable to be of much benefit to workers abroad. 

The ways in which workers are treated and goods are pro-
duced should, and does, matter to Americans. Surveys show 
that a majority of Americans believe that trade should be 
linked to labor standards, a view that has grown stronger 
in recent years. Such a linkage makes sense for several rea-
sons. First, core labor standards are important in assisting 
poor nations to develop. For example, ending discrimination 
in labor markets helps women and ethnic minorities enter 
the workforce—in turn ensuring a greater role for women in 
emerging economies, which experts view as critical to supporting growth and reducing poverty, is especially impor-
tant. Likewise, getting children out of the factories and fields and into the classroom is essential for achieving the 
Millennium Development Goal of universal primary school education and helping nations to create a skilled work-
force. Labor unions can play an even bigger role in development, ensuring that new prosperity is widely shared and 
that new social investments are made. Unions can also play a major role in helping workers build the better skills 
they need to compete globally and adapt to new conditions in the global marketplace. As former U.S. trade official 
Sandra Polaski has written, “Countries that have pursued labor market policies to guarantee worker rights have not 
only enjoyed greater income equality and faster poverty alleviation but in many cases have grown faster than those 
that have not.”2

Nations that develop faster, thanks to higher labor standards, can become bigger markets for U.S. exports and in-
vestments, and also are more likely to become democratic and politically stable. But labor standards make sense for 
another reason: they help reduce the degree to which workers abroad undercut workers in the United States. In the 
short term, wage hikes in poorer countries are unlikely to level the playing field vis-à-vis U.S. workers, given the 
size of the current disparities. For instance, the median hourly wage in Mexico is less than $2 an hour. Longer term, 
though, nations with better organized, better paid workers are more likely to establish higher minimum wage provi-
sions, workplace health and safety protections, unemployment insurance, pensions systems, environmental rules, and 

■
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“...the linkage between labor standards and 
access to U.S. markets remains more symbolic 
than real, with such standards remaining too 
weak or unenforceable to be of much benefit 
to workers abroad.”
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other measures which raise the cost of producing goods. Labor standards should be a key part of a U.S. strategy to 
create a vibrant global middle class and reduce the number of nations where sweatshop conditions are tolerated. 

Labor standards are often resisted by developing countries for fear that they will undermine their competitive advan-
tage and also that such standards are a guise for protectionism by wealthier nations. Neither concern is valid. There 

are no winners in a global race to the bottom, in which nations try 
to outdo each other in allowing greater exploitation of their workers. 
All developing nations will benefit if higher labor standards become 
the international norm. For example, rising wages in some sectors of 
the Chinese economy has not just resulted in higher living standards 
for many Chinese workers and the expansion of China’s middle class, 
but new opportunities for less developed countries like Vietnam and 
Malaysia to attract foreign investment.  

Moreover, experience suggests that it is unlikely that labor standards will be used for protectionist purposes. Trade 
agreements that include labor standards typically stipulate that any disputes arising over these standards be adjudi-
cated by a neutral body, such as the International Labor Organization or a nongovernmental organization. The record 
of existing agreements shows that such standards have not been arbitrarily applied by protectionist U.S. leaders. Fear 
of a protectionist agenda also is misplaced given that new trade agreements or trade preferences contingent on labor 
standards often serve to substantially lower barriers to imports and expand market access for developing countries. 

While linking trade and labor standards make sense for many reasons, the challenge for the next President and Con-
gress will be to make this linkage truly meaningful and ensure that U.S. trade partners make steady progress in im-
proving labor standards. Too often, this has not been the case. For instance, even as the 2000 free trade agreement 
with Jordan has been cited as a positive example of this linkage—with many talking about the “Jordan Standard”—
problems remain widespread in Jordan, with nearly 200,000 migrant workers barred from joining labor unions and 
often subjected to abuses. Likewise, CAFTA (which also includes the Dominican Republic) has very weak mech-
anisms for ensuring labor rights. Shortly before the pact was signed, a Human Rights Watch report noted that 
“CAFTA does not require that countries’ domestic labor laws comply with basic international norms. …the accord 
merely establishes hortatory provisions recommending that CAFTA parties ‘strive to ensure’ such compliance and 
that they not ‘encourage trade or investment by weakening or reducing the protections afforded in domestic labor 
laws.’ A party violating these provisions faces no meaningful consequences because the accord does not contemplate 
the possibility of fines or sanctions for such violations. Central America’s labor laws currently fall far short of inter-
national standards.”3

The next President and Congress should take a number of steps to ensure that labor standards are meaningful. 

First, they should improve on the US Trade Policy Template agreed to by the Bush Administration and the Demo-
cratic Congress in May 2007. The Template—which serves as the basic framework for new free trade agreements—
stands as a potentially historic step in that it requires that parties to future free trade agreements have domestic laws 
in place that protect core international labor rights outlined by the ILO, and also that the labor and commercial pro-
visions of trade agreements are subject to the same enforcement provisions.4 However, the Template has been rightly 
criticized for various ambiguities and shortcomings that may allow labor rights violations to take place with impu-
nity. The next President and Congress should develop a new Trade Policy Template with clearer and more specific 
language to ensure that U.S. trade partners enforce domestic labor laws that uphold core international labor rights. 

“Nations that develop faster, thanks to 
higher labor standards, can become big-
ger markets for U.S. exports and invest-
ments, and also are more likely to become 
democratic and politically stable.”
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Second, the next President and Congress should advance a broader definition of core labor rights that includes “ac-
ceptable conditions of work.” In all of the free trade agreements signed since 2000, both parties affirm their commit-
ment to ILO Declaration on Fundamental Principles and Rights at Work and its Follow-up, which outlines the core labor 
rights mentioned above. While these are crucial labor rights, they do not go far enough to elevate workers and help 
nations develop. In addition to encouraging developing nations to take the basic steps outlined by the ILO and to live 
up to their obligations under international law, trade agreements can also be used to accelerate the next phase of labor 
regulation: meaningful minimum wage laws, weekly hour limits on work, compensation for occupational injury, un-
employment insurance, and so on. Trade agreements with the United States can help domestic advocates of modern 
labor laws in developing countries prevail against opponents of such reforms. An example of how this dynamic can 
play out was seen in Morocco, where discussions with the United States of a free trade agreement spurred the law-
makers there to pass a major labor law in 2004 which reduced the work week, increased the minimum wage, and im-
proved workplace health and safety rules.5 Other countries have also taken steps to update their labor laws, although 
these have typically focused simply on ensuring that laws are in compliance with the ILO Declaration.

As the next President and Congress decide how to strengthen labor standards in trade agreements, a good place to 
turn is the North American Agreement on Labor Cooperation (NAALC), the labor side agreement to NAFTA. 
While the NAALC has been widely criticized for its ineffective enforcement mechanisms, it also remains, as Hu-
man Rights Watch has commented, “the most ambitious link between labor rights and trade ever implemented.”6 The 
NAALC goes beyond the core standards in the ILO Declaration to call for: minimum wage standards, equal pay for 
men and women, compensation for such injuries (and prevention of them), and protection of migrant workers. The 
next President and Congress should not only strengthen NAALC and seek to make its provisions enforceable, but 
use these labor standards as the new expectation of future trading partners. Among other things, this will require 
considerable work to specify these labor standards—or “acceptable conditions of work”—in more detail.7
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The rise of China underscores the complex challenge of protecting 
American living standards while also encouraging others nations to 
develop. China’s emergence as an economic powerhouse—thanks 
in large part to its exports—has delivered enormous benefits to a 
country with historically high poverty rates and stands as one of the 
most positive developments for human well-being of recent times. 
Since 1990, some 200 million Chinese have risen out of absolute 
poverty and China now has a thriving middle class. Beyond re-
ducing poverty and hunger, China has made major strides on oth-
er U.N. Millennium Development Goals, such as reducing infant 
mortality and maternal deaths, and providing universal education.

China’s rise has also delivered benefits to the United States. Amer-
ican consumers save billions of dollars every year on cheap goods 
manufactured in China, with low-income Americans benefiting 
disproportionately from these savings. In addition, many U.S. firms 
have seen gains as U.S. exports to China have increased fivefold in 
the past decade—from $13 billion in 1997 to $58 billion in 2007.

At the same time, a rising tide of Chinese imports has had a dev-
astating impact on certain American industries and workers. Esti-
mates of job losses due to Chinese imports vary, but may be as high 
as nearly 2 million jobs lost since 2001, according to an analysis 
by the Economic Policy Institute. In 2007, the United States ran 
a trade deficit with China of $237 billion—up from $83 billion in 
2001. Job losses due to trade with China dwarf any due to NAFTA 
and have affected every state—with some states, like Pennsylvania, 
losing tens of thousands of jobs to China.8 

The next President and Congress must carefully balance U.S. in-
terests in shaping trade policy toward China. Future policy should 
acknowledge that China’s growth has been a positive development 
for vast numbers of Chinese and that the United States benefits 
from continued prosperity in China—and its continued progress 
toward Millennium Development Goals. At the same time, U.S. 
policymakers must energetically push China to play by a fairer set 
of trading rules and to raise labor standards. Specifically, the next 
President and Congress should: 

Insist that China end efforts to keep its currency, 
the Renminbi, artificially low. China’s currency 
manipulation acts as a subsidy for Chinese exports, 
reducing the prices of its goods by as much as 40 percent. 
China’s currency policies also push up the prices of 
imports for its vast new middle class, creating barriers to 
U.S. market penetration in that country.9 

Demand that China stop providing huge subsidies to 
certain industries, such semi-conductors, steel, and 
energy. Better protection of intellectual property rights 
would also increase U.S. exports to China by reducing 
the counterfeiting of American entertainment products. 

Push China to strengthen freedom of association and 
collective bargaining. Provide labor unions in China, 
and other civil society actors, with support and technical 
assistance through the U.S. Department of Labor’s 
International Labor Affairs Bureau. 

Encourage China to make greater public investments, 
sinking some of its considerable surpluses into badly 
needed improvements in infrastructure, housing, 
education, and environmental protection.

A number of measures have been debated in Congress as to how to 
achieve these and other goals aimed at ensuring that China plays 
more fairly in the international economy and provides its work-
ers with better protections and opportunities to unionize. Most of 
these measures call for higher tariffs on Chinese imports if China 
refuses to change its behavior. The next President and Congress 
should proceed cautiously in this area, engaging China as construc-
tively as possible at the highest levels and only using trade sanctions 
as a last resort. 

In addition, changes in Chinese trade policy that result in higher 
costs for Chinese goods would optimally come about gradually to 
avoid the inflationary effects in the U.S. of rising retail prices. The 
United States should emphasize that fairer Chinese trade policy 
will have global benefits, since many countries—including devel-
oping countries—are adversely affected by artificially cheap Chi-
nese exports. As well, reform measures would benefit both China’s 
middle class and its poor, helping to accelerate the country’s devel-
opment.

■
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2. Strengthen Enforcement of Higher Labor Standards and Help Nations Make Progress Toward 
These Standards

At the same time that the U.S. strengthens labor standards in new open trade agreements, the next President and 
Congress should increase funding for technical assistance to help nations meet those standards. In addition, the U.S. 
should lead efforts to create a much stronger global system for enforcing labor rights that engages a variety of players: 
international institutions, national governments, corporations, unions, and nonprofit organizations. Because better 
organized, better paid, and better protected workers are key to prosperity and stronger democracy in developing na-
tions, improving labor standards worldwide should be a ma-
jor goal of U.S. development assistance—and, indeed, of U.S. 
foreign policy. 

A first order of business for the next President and Congress 
should be to reverse years of budget cuts at the Bureau of In-
ternational Labor Affairs (ILAB), within the U.S. Depart-
ment of Labor. This agency takes the lead role in providing technical assistance to U.S. trade partners to help them 
comply with the labor provisions of open trade agreements. It also conducts a range of other activities to strengthen 
basic worker rights around the world and increase opportunity and income security for workers. Yet even as the needs 
for technical assistance have escalated due to the new free trade agreements of recent years, and even as worker rights 
have moved to the forefront of global trade debates, ILAB’s budget has fallen by half, from $148 million in 2001 
to $73 million in 2007. And most of the funds that ILAB has received have been appropriated by Congress against 
the wishes of the Bush Administration. (For example, the Administration only requested $12 million for ILAB in 
2007.)10

A reinvigorated U.S. effort to strengthen workers rights worldwide would focus new energy and resources on many 
of the priorities to which ILAB is already committed, such as:

helping foreign governments to develop and administer stronger labor laws;

providing grants to the ILO to improve industrial relations between workers, business, and government; 

funding local NGOs that help educate workers about their rights under the labor laws; 

battling the scourges of child labor and forced labor;

aiding efforts to reduce workplace discrimination against women and ethnic minorities. 

Special efforts to ensure full access for women to employment and capital can be expected to yield especially high 
dividends given how important women are to fueling economic development. A stronger ILAB would also work to 
ensure that the new mechanisms set up under recent FTAs to monitor labor standards are meaningful bodies.

Beyond bolstering the U.S.’s own capacity for strengthening labor standards, the next President and Congress should 
work to bolster the International Labor Organization. The ILO was founded in 1919 and became the first special-
ized agency of the United Nations in 1946. Over the past two decades, the need for a strong international effort to 
protect workers rights has expanded exponentially as the end of communism and rapid global growth have brought 
hundreds of millions of new workers into the world force. Yet the ILO’s budget has remained flat during this entire 
period. In real terms, in fact, the organization has fewer resources today than it did when the Soviet Union collapsed. 

■
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“Improving labor standards worldwide should 
be a major goal of U.S. development assis-
tance—and, indeed, of U.S. foreign policy.”
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With responsibilities for improving labor conditions in nearly 200 countries, and a 2008-2009 budget of just under 
$650 million, the ILO is seriously under-funded.

Despite its limited capacity, the ILO has enjoyed a renaissance of relevance and visibility in recent years. Institution-
ally, the organization has wide powers to determine whether signatories to its conventions are living up to their ob-
ligations, and the ILO engages in numerous investigations and enforcement actions worldwide to uphold core labor 
rights. The ILO is widely trusted as neutral monitor of working conditions at a time when the need for such moni-
toring has risen sharply as both the United States and Europe have linked trade and labor standards. For example, 
the United States has made grants to the ILO to assess whether CAFTA’s labor standards are being met. The ILO 
also is respected for the technical assistance it provides to NGOs and other entities involved in monitoring working 
conditions. A 2007 report on the ILO’s involvement in four countries—Brazil, Indonesia, Morocco, and Vietnam—
found that “the commitment of the government and the labour market partners, when combined with technical as-
sistance from the ILO, has clearly brought about marked improvements in the implementation of core labour stan-
dards at the national level.”11

But the ILO has only barely scratched the surface of its potential to be an advocate for fair labor conditions world-
wide. This potential goes far beyond upholding the core labor rights already discussed. Since its founding, the ILO 
has adopted 187 conventions governing numerous aspects of work. A majority of nations in the world have ratified 
most of these conventions (the U.S. has only ratified 14), and yet many of these nations are not living up to their ob-
ligations. With greater resources, and the full backing of the next President and Congress, the ILO could become a 
far more powerful watchdog on behalf of workers in the global economy.

New U.S. efforts to strengthen labor rights worldwide will 
only be credible if the United States practices what it preach-
es, by ensuring strong labor rights at home. Congress should 
pass, and the next President should sign, the Employee Free 
Choice Act (EFCA), which aims to “amend the National 
Labor Relations Act to establish an efficient system to en-
able employees to form, join, or assist labor organizations, to 

provide for mandatory injunctions for unfair labor practices during organizing efforts, and for other purposes.” (The 
EFCA has been passed by the House of Representatives, but so far has not been passed by the Senate, and was threat-
ened with veto by the Bush White House.) In addition, new efforts are needed at the federal and state level to prevent 
the abuse of immigrant workers, setting a global example in an area which has emerged as central front in the battle 
to ensure stronger labor rights. Finally, the United States should ratify a greater number of ILO conventions.

“New U.S. efforts to strengthen labor rights 
worldwide will only be credible if the United 
States practices what it preaches, by ensuring 
strong labor rights at home.”
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3. Liberalize Trade with the Poorest Nations and Help Spur Exports

Access to America’s vast domestic market can be a crucial determinant of economic success. But today, U.S. trade 
policy is steeply regressive, with the world’s poorest nations paying the highest costs to import goods into the United 
States. For example, the 43 least developed countries (LDCs) pay tariffs that are nearly five times greater on average 
that the tariffs paid by wealthy trading partners such as France and the United Kingdom. For certain countries, like 
Bangladesh, the duties that the U.S. collects on imported goods are greater than the amount of U.S. foreign aid.15

Since 2000, the United States has waived most tariffs on imports from sub-Saharan Africa as a result of the African 
Growth and Opportunity Act (AGOA). The United States should expand on this effort to provide duty-free, quote-
free access to U.S. markets to all of the 43 nations now classified as LDCs. It should also explore how to reduce tariffs 
on other developing countries, many of which also pay higher tariffs than the U.S.’s wealthy trading partners. Over-
all, the next president and Congress should seek to eliminate all regressive aspects of U.S. trade policy.16  

More open trade with developing nations would not just benefit poor people abroad, but also lower income Ameri-
cans here at home. Poorer Americans tend to bear the heaviest burden of the tariffs on imports to the United States. 

The experience of Cambodia offers a promising example of how poor nations can raise their labor standards—
and thus their living standards—with pressure from the United States and the involvement of the ILO. After 
years of war and misrule, Cambodia was one of the poorest countries of the world when it began to export ap-
parel and textiles in the early 1990s. This effort was initially accompanied by labor abuses and worker discon-
tent. Then, in the late 1990s, the United States agreed to a trade agreement with Cambodia which would allow 
annual increases in exports to the U.S. if Cambodia enforced national labor laws and core international labor 
rights. 

To monitor compliance with the agreement, the two countries turned to the ILO, which until then had never 
played a hands-on role in inspecting factory conditions. The U.S. government helped fund this effort with a 
grant to the ILO, and other funding came from the Cambodian government and from the garment industry. 
The ILO worked with the private sector to create a compliance system that is widely regarded as effective in 
protecting labor rights, and Cambodian exports to the United States have risen substantially.12 

Cambodia’s economic progress has been striking. According to the United Nations Development Program, 
“Over the past 10 years, Cambodia has benefited enormously from its integration into the world economy. 
Today, exports of goods and services contribute nearly two-thirds of Cambodia’s Gross Domestic Product 
(GDP)—up from 30 percent in the late 1990s. During the same period, GDP per capita has more than dou-
bled, largely due to exports.”13 Moreover, according to the World Bank, the percentage of Cambodians living 
below the poverty line fell from nearly half of the population in 1995 to roughly a third in 2004—a major de-
crease that has likely continued in the four years since that assessment.14

rAisinG lAbor stAnDArDs: the cAmboDiAn exPerience
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While many tariffs for luxury goods have been reduced or eliminated, significant tariffs remain in place for goods 
such as shoes and clothing—items that the poorest nations produce and on which lower income Americans spend 
heavily. According to one estimate, low-income Americans currently pay more money in import tariffs than in fed-

eral taxes. Eliminating tariffs on the poorest nations of the 
world will have a negligible impact on U.S. jobs, since trade 
with LDCs accounts for only about 1 percent of all U.S. im-
ports.17 

Making it easier for poor nations to import into the United 
States, and asking U.S. allies to do the same, will not by it-

self ensure more exports by these nations. Many poor nations also need assistance to build their trade capacity. This 
is important because exporting to the United States or other advanced countries isn’t easy. It requires information 
about markets, supply-chains, product standards, and the technical know-how to handle the paperwork associated 
with rules of origins and other import requirements. 

So-called “aid for trade,” or trade capacity building (TCB), is already an important feature of U.S. foreign assistance, 
with some $1.5 billion going to such efforts in 2007—double the amount of five years ago. Such aid has enjoyed bi-
partisan support in Congress, even as the two parties often disagree on other trade issues. Unfortunately, this aid is 
not being targeted at the nations most in need. Instead it typically goes to countries of strategic importance to the 
United States or those with whom we have free trade agreements. Thus, for example, Honduras—population 7.5 
million—received a quarter billion dollars in TCB assistance between 2001 and 2006, while Bangladesh—with 150 
million people, many desperately poor—received only $14 million. The average African LDC received only $1.3 mil-
lion in TCB assistance in 2006.18 Another shortcoming with U.S. aid for trade is that it has not been well monitored, 
and thus it has been hard to assess how effective such aid is. The aid is also extremely cumbersome to administer, since 
18 different U.S. agencies are involved in TCB. 

The next President and Congress should move quickly to expand trade capacity building aid while also focusing it on 
the world’s poorest countries and improving how this aid is administered. Major targeted investments of this aid—for 
example, to improve Africa’s transportation and communications infrastructure—is a way to be maximally effective. 
In addition, more of this assistance should be channeled through multilateral agencies, which are often more expe-
rienced in this area.

4. Promote Social Protections and Equitable Growth in Developing Countries

Faster growth and higher labor standards are essential to reducing poverty in developing countries. But building 
strong middle classes, and ensuring broadly shared prosperity, also requires social protections and opportunity for all 
citizens. Developing nations must strengthen their capacity to fulfill the quid pro quo of a properly managed global 
capitalism: Sustained market reforms, yes. Reduced trade barriers, yes. But also wide distribution of the new wealth 
created by such steps. 

The next President and Congress should employ a range of tools to push along this vital phase of development—one 
that the United States went through during the middle decades of the last century. These tools include development 
assistance, democracy promotion aid, and cooperation with international organizations. New U.S. leaders must clear-
ly understand what is at stake here: Shared prosperity in developing nations will mean more export opportunities for 

“More open trade with developing nations 
would not just benefit poor people abroad, but 
also lower income Americans here at home.”
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U.S. firms, less undercutting of U.S. workers, and more stability within nations. Growth with equity is also essential 
to ensure the legitimacy of globalization and a continuation of market reforms around the world. 

The international community is already engaged in a vibrant debate about 
this challenge. In May 2007, the labor ministers of the G8 countries met 
in Dresden, Germany, to discuss how to shape the “social dimension of 
globalization.” A key part of that conversation centered on creating a 
“global social floor” that would compliment the global commercial stan-
dards that have been put into place by the World Trade Organization and 
other international economic agreements. 

Elements of a new global social floor were outlined by an ILO background paper for the conference. Most will be 
familiar to any citizen of an advanced democracy:

Access to basic health care through a central national system that includes public, private, and community 
components.

Basic universal pensions for old age, disability, and survivorship.

Social assistance (in the form of cash-for-work programs) that protects the able-bodied against abject 
poverty.

Family benefits that reduce the economic hardships created by taking children out of the labor force and 
sending them to school.

These protections, in conjunction with modern labor standards (which include unemployment insurance) and wide-
spread asset ownership, may obviously not be achievable in many developing countries over the near term. But advo-
cates of a global social floor point out that any nation with some wealth and the ability to tax can begin to put into 
place the elements of a social floor, and then expand them over time. The United States itself took such an incremen-
tal approach. For example, Social Security was created in 1936, but it was not until the 1970s that benefits were gen-
erous enough to provide a substantial buffer against poverty in old age. 

Many developing countries are already committed in principle to ensuring core social protections. India, for instance, 
has an extensive set of social protections—including pension and survivor benefits—that are set forth in legislation 
but have never been fully implemented. Likewise, Mexico has various guarantees of social benefits and protections 
that have never been fully put in place, including a pension system, unemployment insurance, and health coverage. 
The same holds true in many other countries, including China. 

The United States has often opposed efforts to fulfill the promise of social protection in developing countries. Dur-
ing the 1980s and 1990s, U.S.-dominated international financial institutions insisted that developing countries scale 
back their social investments as part of structural adjustment. The conventional wisdom of the “Washington Consen-
sus” has been that social investments are an impediment to robust markets and a drag on economic growth. 

This may have been true in earlier eras, when social protections were yet another extension of a heavy-handed stat-
ism that often did work to undermine markets and prosperity. But in today’s era, in which markets are widely trium-
phant, social protections must be viewed differently. The United States should make it clear to its trading partners 
that it expects sustained progress toward expanding social protection and other domestic investments, particularly 
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“Growth with equity is essential to 
ensure the legitimacy of globaliza-
tion and a continuation of market 
reforms around the world.”
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in education. Wealthier partners like China and South Korea should be pressured to channel more of their consid-
erable government surpluses into social investment, while the U.S. should expand its assistance to poorer nations to 
help develop social protections. In addition, the United States should assist nations in developing the governmental 
infrastructure needed to sustain social protections and regulation, such as effective systems of taxation and transpar-
ent budgeting processes.

The Millennium Challenge Corporation, established by the Bush Administration in 2004, has become an important 
channel of U.S. foreign assistance aimed at reducing poverty through “good governance, economic freedom and in-
vestments in people.” However, the indicators used by the MCC to award aid—$5.5 billion to date—do not include 
important indicators of social protections. As part of a broader overhaul of U.S. development assistance, the next 
President should revisit the MCC mission and criteria.

5. Better Equip American Workers for Global Competition and Buffer the Effects of Large-
Scale Job Displacement

Workers in the United States need better protection against the dislocations caused by the rising economic dyna-
mism of developing countries. Such policies can not only help ensure current living standards in the U.S., but also 
prevent public opinion from turning more vehemently protectionist—a shift that could undermine rising growth in 
developing countries. 

Since at least the early 1990s, U.S. politicians have promised help to workers who are negatively impacted by global-
ization. These promises have gone unfulfilled. Americans have been asked by their leaders to embrace an open global 
economy, but have largely been left to fend for themselves in that economy as pledges of major new assistance for ed-
ucation and retraining have failed to materialize. Meanwhile, most of the recent gains of globalization have gone to 
the wealthiest Americans as rising imports have contributed to lost jobs and flat incomes for ordinary households.

Americans will not tolerate this situation indefinitely. The new protectionist public mood, and the tougher stance on 
trade by many of the new members of Congress elected in 2006, offers ample evidence that public patience with glo-
balization is rapidly wearing thin. 

The next President and Congress should advance a sweeping agenda to equip the American workforce to compete in 
the global economy and buffer the effects of large-scale job displacement. These steps should depart sharply from ex-
isting policies. The main U.S. program for aiding displaced workers, Trade Adjustment Assistance (TAA), is woeful-
ly inadequate to deal with the challenges presented by globalization. It offers too little assistance to too few workers, 
and efforts to expand TAA in recent years have been blocked by the very same political leaders who have promoted 
new free trade agreements. Moreover, TAA has never addressed the broader negative effects of globalization on in-
comes, which is that, as economist Dean Baker has written, “ job loss in manufacturing caused by trade puts down-
ward pressure on the wages of the 70 percent of the workforce that lacks a college degree.”19 

Likewise, wage insurance—a much touted would-be successor to unemployment insurance—is not the right starting 
point for a new response to globalization. Most proposals for wage insurance would pay the difference between the 
salary of a lost job and the lower salary of a replacement job for a given period of time, such as two years. The prob-
lem with these proposals are twofold: First, they do not address the fundamental challenge facing displaced work-
ers, which is the need to educate and retrain themselves for jobs that are comparable in quality to the ones they lost. 
And second, wage insurance takes the burden off of employers to pay better wages. Income replacement after job 
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loss makes sense if it is part of a larger government response to globalization, but it should not be a focal point of re-
form.

Instead, active labor market policies should form the centerpiece of a major U.S. effort to cope with the job dis-
locations caused by globalization. Such policies are practiced in Denmark, Holland, and other European nations, 
under the name “flexicurity.” These nations have minimal barriers to imports while devoting significant public re-
sources to creating a “learning economy” by retraining and edu-
cating workers, both to have an increasingly competitive work-
force generally and to provide good alternative careers for work-
ers in sectors badly hit by outsourcing, automation, or changing 
consumer tastes—and move them and into sectors where there 
are shortages of skilled workers. Retraining is complemented by 
other policies to assure that the new jobs are at least as good as 
the old ones. 

Another component of active labor market policies is a heavy investment in research and development to help build 
new, high-growth sectors of a competitive knowledge economy. In addition, much attention is paid to ensuring that 
these policies create growth this is environmentally sustainable. This strategy is not cheap. Denmark, for example, 
spends 4.5 percent of its GDP on programs such as transitional unemployment assistance, wage subsidies, and highly 
customized retraining. The U.S. spends about 0.3 percent. 

The next President and Congress should introduce flexicurity to the United States, along with the resources to ex-
ecute it—which are likely to run in excess of $100 billion a year. Different elements of active labor market policies 
have already been piloted in the United States, such as:

Workforce development programs that bring together business, unions, and government to help workers 
prepare for skilled jobs in high-growth occupations. 

Sectoral development strategies that channel resources into building up new sectors of the economy in a 
given city, state, or region.

Adult education programs that have created more opportunities for older Americans to go back to school 
to upgrade their skills. 

Job retraining programs. 

Typically, though, these efforts have been piecemeal or small scale and the U.S. often does a poor job of responding 
to labor shortages in particular occupations, much less helping to create new sectors. Surveys of business managers 
reveal persistent complaints about a lack of skilled workers, while the shortage of IT specialists, nurses, and school 
teachers is well known. 

Active labor market policies already exist in the United States, but they have never been given adequate resources or 
strategic direction. But today, as the globalization challenges becomes ever more central, and more jobs are lost to 
trade, it is easier to make the case for bold national action on this front and allocate the funds to succeed in this en-
deavor. 

■

■

■

■

“Active labor market policies should form 
the centerpiece of a major U.S. effort to 
cope with the job dislocations caused by 
globalization.”
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6. Create a New Social Insurance System to Ensure Health and Pension Benefits

Active labor markets can be understood as one especially innovative aspect of social insurance—a societal obliga-
tion to assist individuals as they navigate economic transitions that are global in scope. The more familiar elements of 
America’s social insurance system, particularly the provision of health and pension benefits, also need to be reformed 
in order to protect workers and middle class living standards in an era of globalization. 

While social insurance reform has been a perennial topic of debate over the past two decades, these conversations are 
often disconnected from questions of how to respond to globalization. The next President and Congress should make 
this connection explicitly. When it comes to pension and health protections, the relevant issues are not just equity 
and affordability, or the role of public versus market mechanisms, but also the role of social insurance reform in en-
suring that American workers can prosper amid the massive economic dislocations caused by globalization and that 
U.S. businesses can be maximally competitive. 

 A menu of possible social insurance reforms are already on the political agenda. Two steps are especially critical:

Creating a universal healthcare system so that every worker has health coverage regardless of what happens 
to their job. Beyond ensuring basic health security, the best proposals recognize that soaring healthcare 
costs have undermined U.S. global competitiveness and seek to control the overall costs of the U.S. 
healthcare system as well as shift the burden of providing insurance away from employers. 

Creating universal 401(k) accounts to help Americans save for retirement at a time when fewer employers 
offer pensions. Most proposals to replace the disappearing employment-pension system with a new 
universal system of portable accounts envision significant government funds to match deposits for lower-
income workers and are linked to broader individual asset building strategies, as well as plans to shore up 
Social Security for the future. 

7. Analyze the Impact of Trade on the U.S. and Monitor the Behavior of U.S. Trading Partners

Americans need better information about trade. Currently, the impact of U.S. engagement in an increasingly com-
petitive global economy is the subject of bitter political controversy. It is difficult to find undisputed data on basic 
facts, such as how many jobs have been lost due to Chinese imports—or how many jobs have been gained due to U.S. 
exports to China. Meanwhile, useful discussion of labor conditions abroad is often stymied by a lack of reliable and 
easy-to-access information. The absence of unbiased data about key trade issues serves to complicate efforts to reach 
political consensus in the United States about how to engage in the global economy. 

One solution, as proposed in legislation recently introduced in the U.S. Senate, would be to charge the General Ac-
countability Office with undertaking a comprehensive analysis of the impact of trade agreements on U.S. workers 
and the progress that U.S. trade partners are making in enforcing higher labor standards and ensuring equitable pat-
terns of growth. The analysis—which ideally would be undertaken annually or biannually—would examine how U.S. 
workers and wages overall were being affected by trade, how specific industries and regions were being affected, and 
how trade agreements with different countries were affecting the United States. The analysis would also look at wages 
and working conditions in trade partner countries and the enforcement of labor standards. The GAO would develop 
this information by cooperating with relevant U.S. agencies and also make recommendations for improvement. 

■
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conclusion: 
beyonD trADe AnD DeveloPment— 
stronGer GlobAl GovernAnce in the Public interest

Even as Americans have come to harbor acute anxieties about globalization and trade, especially in hard-hit manu-
facturing regions, many retain a strong desire to fight poverty and raise living standards in other countries. The U.S. 
public should be receptive to a new public policy framework that seeks to both buffer U.S. workers from the most 
negative effects of globalization and that champions the cause of global economic growth and poverty reduction. The 
new framework should appeal both to realists focused on the national interest and idealists oriented toward helping 
the world’s poor and achieving greater equity, both at home and abroad. 

As well, such an agenda should appeal to business leaders who wish to increase exports to nations with growing 
middle class populations and more advanced import needs, and to labor unions who seek new social protections for 
workers as well as new investments in the human capital of the American labor force. Indeed, the success of a new 
U.S. approach to trade and development will hinge in large part on the ability of business and unions to cooperate 
with each other, as well as with government and civil society groups. Such cooperation has been a key ingredient in 
the success of Denmark and other European nations in sustaining high living standards and economic growth while 
engaging fully in the global economy. 

At the same time that the next President and Congress grapple with specific issues of trade, development, and social 
insurance, they must also seek additional reforms to address larger questions of how global commerce is to be regu-
lated. It is now too easy for industry and finance to avoid nations committed to high labor standards, strong regula-
tory and consumer protection policies, and progressive tax systems. Currently, any nation committed to these poli-
cies risks scaring away capital—creating pressures on all nations toward weaker government and fewer protections 
for investors, workers, and consumers. While this “race to the bottom” is mostly discussed in regard to developing 
countries, the same dynamic can affect developed countries. (A similar dynamic occurs within the United States as 
individual states compete for jobs by granting tax breaks and promising fewer regulations.)

Beyond this, recent years have seen the rapid spread of offshore tax havens and new accounting schemes that make 
it easier for corporations and the rich to evade taxation at the national level. As a result, wealthy and poor nations 
alike are failing to collect billions of dollars in revenue that is badly needed for public investment and tax burdens 
are being shifted onto low-income and middle-class households. New policies on trade and development must be ac-
companied by a range of other policies that seek to ensure global governance that works to support, not undermine, 
national efforts to create a managed form of capitalism that balance growth and prosperity with the equity and so-
cial protections. 
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