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2nd meeting of the Intergovernmental Working Group on a binding treaty on business and human rights

Draft Intervention from the floor on Panel I: Overview of the social, economic and environmental impacts related to transnational corporations and human rights, and their legal challenges.

Dear Madam Chair,
Thank you very much for giving me the floor.

G20 Leaders in the Hangzhou G20 Summit last month committed to “work harder to build an open world economy, reject protectionism, promote global trade and investment”. They did so because of the understanding that global trade and investment are of fundamental importance for employment creation, growth and development, which is also the basis for achieving our social and ecological aims.

Similarly, the conclusions of the 105th Session of the International Labour Conference this June concerning decent work in global supply chains recognized that global supply chains have contributed to economic growth, job creation, poverty reduction and entrepreneurship and can contribute to a transition from the informal to the formal economy. They can be an engine of development by promoting technology transfer, adopting new production practices and moving into higher value-added activities, which would enhance skills development, productivity and competitiveness.
Thus, to be very clear, the overall impact of global trade and investment is good and it is for this reason that governments and states are trying to attract investments and to bring their countries into global value chains. Trade and investment are not seen as a danger or a challenge, but as a chance for development, decent jobs and inclusive and sustainable growth.  
So, do we live in the best of all possible worlds as Leibniz famously said? Certainly not. Over the next days we will hear about cases in which the business conduct of some multinational companies has had some very negative environmental impacts. There are unquestionably working conditions in some cross border supply chains that are unacceptable and that urgently need to be addressed just as there are for wholly domestic supply chains. The International Organisation of Employers has always been highly vocal in condemning unacceptable forms of work, and will continue to take this stance, referring particularly to the 1998 ILO Declaration on Fundamental Principles and Rights at Work and the 2014 Forced Labour Protocol.
However, decent work challenges and negative environmental impacts in global supply chains or investment projects are not unique to cross border supply chains, but reflect general challenges in the local environment, such as a high prevalence of informality, ineffective governmental inspection, a lack of governance frameworks, high levels of corruption, and ineffective judiciary systems. The cross-border flow of goods, services and investment does not pose a unique challenge to decent work and sustainable development.  In fact, working conditions in cross border supply chains are not worse than those in the purely domestic economy, at local level. On the contrary, data indicate that they are often rather better. An OECD study found, for instance, that on average exporters pay 31 percent higher wages than non-exporters. Similarly, OECD studies suggest that “to the extent that trade itself raises per capita income, it advances both working conditions and labour rights.” On this point I could quote a huge number of other studies, but in the interest of time just let me stress that the prevailing consensus in the academic literature is that employment in global supply chains frequently offers better working conditions over industrial employment in the domestic economy.
Let me finish by stressing that national laws cover all economic activity within a country, including cross border suppliers and investment projects. The legal challenge is not that there is a governance gap at international level, but that many countries lack the capacity to effectively implement and enforce their laws. Thus, states must undertake much more and better efforts to ensure, through judicial, administrative, legislative or other appropriate means, that when such abuses occur within their territory and/or jurisdiction, those affected have access to effective remedy. These obligations cover all activities within their jurisdictions, including production for export.  
Thank you for your attention.
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