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About us

The Federal Chamber of Labour is
by law representing the interests of
about 3.4 million employees and
consumers in Austria. It acts for the
interests of its members in fields of
social-, educational-, economical-,
and consumer issues both on the
national and on the EU-level in
Brussels. Furthermore the Austrian
Federal Chamber of Labour is a part
of the Austrian social partnership.

The AK EUROPA office in Brussels
was established in 1991 to bring
forward the interests of all its
members directly vis-a-vis the
European Institutions.

Organisation and Tasks of the
Austrian Federal Chamber of Labour

The Austrian Federal Chamber of
Labour is the umbrella organisation of
the nine regional Chambers of Labour
in Austria, which have together the
statutory mandate to represent the
interests of their members.

The Chambers of Labour provide
their members a broad range of
services, including for instance

advice on matters of labour law,
consumer rights, social insurance and
educational matters.

Rudi Kaske
President

More than three quarters of the 2
million member-consultations carried
out each year concern labour-, social
insurance- and insolvency law.
Furthermore the Austrian Federal
Chamber of Labour makes use of its
vested right to state its opinion in the
legislation process of the European
Union and in Austria in order to shape
the interests of the employees and
consumers towards the legislator.

All Austrian employees are subject

to compulsory membership. The
member fee is determined by law
and is amounting to 0.5% of the
members’ gross wages or salaries (up
to the social security payroll tax cap
maximum). 560.000 - amongst others
unemployed, persons on maternity
(paternity) leave, communityand
military service - of the 3.4

million members are exempt from
subscription payment, but are entitled
to all services provided by the Austrian
Federal Chambers of Labour.

Werner Muhm
Director
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The AK position in detail

The Austrian Federal Chamber of La-
bour (AK) would like to submit com-
ments and suggestions concerning
the draft inception report of the Trade
Sustainability Impact Assessment (SIA)
in respect of the trade and investment
agreement between the EU and the US
(the Transatlantic Trade and Investment
Partnership, TTIP). For our general posi-
tions on the TTIP, we refer to the AK EUR-
OPA position paper of May 2013.

General comments

In general, we believe that Sustaina-
bility Impact Assessments can play an
important role in assessing in detail
the potential effects of EU trade and in-
vestment agreements on employment,
working conditions, social, environmen-
tal and consumer protection, human
rights etc. However, we think that the
proposed actual research design, the
methodology and the process of draf-
ting the report does not constitute a so-
lid foundation for an analysis which is
able to guide EU trade and investment
policy towards a socially and environ-
mentally sustainable orientation.

To begin with, we believe that a sound
Sustainability Impact Assessment
should have been produced before the
adoption of the EU’s negotiation man-
date. The fact that an analysis of poten-
tial effects of the TTIP on sustainable de-
velopment commissioned by the Euro-
pean Commission will only be available
one and a half years after the launch of
the negotiations demonstrates that the
negotiation mandate and the currently
ongoing negotiations are not based on
solid considerations of social, environ-
mental and human rights impacts.
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Consultation with stakeholders

We would like to clearly emphasize the
need to base the research process on
a truly balanced consultation process
which is key for ensuring democra-
tic representativeness of the Trade SIA
drafting process. However, the short
timeframe for comments after the Civil
Society Dialogue on 1 April 2014 until the
inception report was set to be finalized
did not allow for a timely engagement
of key stakeholders. Moreover, the list
in Annex C demonstrates that the sta-
keholders whose input on the selection
of sectors has been considered so far
are constituted by a majority of busi-
ness interests, as opposed to labour,
consumer, environmental and other
public interest organizations. Moreover,
the consultation process further suffers
from the fact that most stakeholders
lack sufficient information of the negot-
iation topics as they do not have access
to the negotiation documents.

The existing economic studies on
TTIP: a flawed basis for the SIA

The draft inception report refers to a
number of existing economic studies
about the economic effects of TTIP. In
this context, amongst others, the stu-
dies by Ecorys?, CEPR® and Ifo/Bertels-
mann Stiftung* are referred to as key
contributions. The draft inception report
states that “it is the aim of this Trade
SIA to take the results from these stu-
dies as a basis and go beyond them by
expanding on the expected social, en-
vironmental and human rights effects
as well as providing more detail on the
expected sectoral level impacts™.
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However, from the point of view of the
AK, the studies which are taken as a
basis for the SIA contain serious flaws
and do not provide a solid foundation
for an assessment of potential impacts
of the TTIP on sustainable development.
In respect of analyses of the methodo-
logical flaws of these studies, we would
like to refer to our short overview paper
containing an analysis of the key TTIP
impact assessment studies® as well as
a new economic study by the Austrian
Foundation for Development Research
(OFSE)” including a critical assessment
of the findings and the methodology
of selected existing studies on TTIP. The
following remarks will present only an
overview of the shortcomings of the eco-
nomic studies on the effects of the TTIP.

Firstly, the definition of non-tariff barriers
(NTBs) or non-tariff measures (NTMs) is
in many studies very vague. For examp-
le, the very broad definition of NTMs
used in the study by Ecorys®, which is
also used as a basis for the CEPR® stu-
dy, includes any form of regulatory dif-
ferences between the two economic
blocs. Moreover, it has been argued
that the quantification of the costs of
NTMs for businesses — which in turn
determine the findings of the economic
effects of TTIP — has an upward bias."

Secondly, the mentioned economic
studies on TTIP neglect the social
costs which may result from regulatory
change, i.e. the elimination or align-
ment of NTMs. As OFSE clearly demon-
strates,

“lalll studies, but particularly the
Ecorys study, assume that a reduction
of NTMs is welfare-enhancing. This
ignores that NTM such as laws, regu-
lations and standards pursue public
policy goals. They correct for market
failures or safeguard collective prefe-
rences of a society. As such they are
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themselves welfare-enhancing. The eli-
mination or alignment of an NTM thus
will imply a social cost for society. This
applies equally to NTM elimination,
harmonization and mutual recogniti-
on. Firstly, harmonization of NTMs, e.g.
technical standards, will imply both a
short-term adjustment cost for public
institutions and for firms required to
align their administrative procedures,
production processes and products to
the new standards. Secondly, mutual
recognition of regulations and stan-
dards will increase information costs
for consumers, since the latter will be
confronted with a more complex and
potentially less transparent multiplicity
of permissible standards, e.g. on con-
sumer goods and services. Thirdly, the
elimination of NTMs will result in a po-
tential welfare loss to society, in so far
as this elimination threatens public po-
licy goals (e.g. consumer safety, public
health, environmental safety), which
are not taken care of by some other
measure or policy™.

Thirdly, the economic studies on the
effects of TTIP mostly ignore or down-
play macroeconomic adjustment
costs, in particular in relation to chan-
ges in the current account balance,
losses to public revenues due to tariff
reductions and effects on the level of
unemployment.”? When it comes to the
latter aspect, it is important to note that
most TTIP studies, notably the CEPR
study, project considerable job dis-
placements away from sectors which
experience strong import competition
as a result of the trade agreement. The
assumption that the effects of job losses
according to TTIP would be negligible as
they could be quickly absorbed by sec-
tors with increasing demand is highly
questionable. In contrast, considerable
adjustment costs can be expected as a
result of job displacements which are
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not assessed in the relevant economic
studies on TTIP. This is all the more pro-
blematic as empirical studies

“suggest that (i) most displaced
workers will earn lower wages in their
new jobs, (i) retraining expenses parti-
cularly for less-skilled workers might be
substantial, and {iii) a fraction of the dis-
placed workers, in particular older and
less-skilled persons, will in all likelihood
remain unemployed for a long time,
thus inferring substantial costs on na-
tional unemployment benefit schemes
and social spending. These adjustment
costs will be generally higher during
times of economic crisis and low levels of
labor mobility. Both of these conditions
apply to the current situation in the EU"®.

Weaknesses of CGE models

On a more general note, there exists
a strong body of academic literature
which highlights the weaknesses of
the application of Computable Gene-
ral Equilibrium (CGE) models in order to
measure effects of trade liberalization.
Available experience with CGE models
of trade liberalizations suggests that
the validity of their results heavily de-
pends on the availability of reliable and
robust data which is often not fulfilled.
Moreover, CGE models tend to over-
estimate the economic effects of trade
liberalization. This was, for example,
the case with NAFTA and the WTO Uru-
guay Round. It must be stressed, there-
fore, that on epistemological grounds
CGE-models are thought-experiments,
and it must be kept in mind that their
predictions are speculative. The level of
confidence that policy-makers should
attach to such predictions, must there-
fore be low."

If the quantitative analyses envisaged
in the Trade SIA take the results of the
mentioned studies, notably the CEPR

Position paper on the draft inception report of the Trade Sustainability Impact Assessment of

study, as their basis, the SIA therefore
risks basing its calcula-tions on flawed
assessments of the social impacts of
the TTIP.

Assessment of implications of in-
vestment protection provisions

Against the background of the current-
ly ongoing political debate about the
threats resulting from investment pro-
tection provisions and investor-state
dispute settlement mechanism (ISDS),
the short reference to ISDS in the draft
inception report is clearly insufficient in
order to meaningfully examine the ef-
fects of investment protection provisi-
ons and ISDS for policy space in order
to regulate in the public interest and for
public budgets.

In the draft inception report, it is stated
that “we will specifically discuss the way
the ISDS works in the context of environ-
mental regulation and to which extent
the proposed improvements of the in-
vestment protection provisions could
change the picture from an environ-
mental point of view"™. This provokes
the question why the implications of
ISDS in TTIP are only to be considered
in respect of environmental policy. From
our point of view, this is an insufficient
focus as investment protection provisi-
ons and ISDS may have implications for
a broad number of policy fields, which
also include labour protection, socidl,
public health, economic and tax policy,
to name but a few.

In order to be able to comprehensively
assess the effects of the Commission’s
proposed “improvements” of invest-
ment protection provisions within an
analysis of ISDS cases, the ISDS cases
under NAFTA need to be analyzed. Af-
ter all, the so-called “improvements”
correspond with the investment protec-
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tion provisions included in NAFTA. The
assessment of the implications of the
inclusion of investment protfection pro-
visions and ISDS must encompass an
analysis of the effects on governments’
policy space to regulate in the public in-
terest and potential burdens for public
budgets due to substantial compen-
sation payments to be paid to foreign
investors.

These effects can be well shown with
reference to those ISDS cases under
NAFTA in which Canada or Mexico lost
the investor-state dispute settlement
process. ISDS cases against the US
government should not be the object
of this analysis as these cases do not
give an undistorted picture of the ex-
pected effects on the regulatory space
and public budgets. Due to the political
power of the US and the clear bias of
the arbitration panels in the cases with
involvement of the US government, the-
se cases are not representative for the
international investment law. Further-
more, those ISDS cases which involved
companies with a seat in the NAFTA
region suing other, in particular South
American, states should be included in
the analysis.

We would like to bring to your attention
that the inclusion of interpretative anne-
xes in the treaty text — which is pursued
by the Commission as a new approach
—has brought about no improvements in
practice in the case of agreements which
adopt this approach. This is because, in
fact, in several cases the arbitration pa-
nels did not recognize the annexes in
their decision as being relevant.

In the assessment of ISDS, it must also
be taken info consideration that inter-
national investment law is no case law.
In contrast, arbitration panels are free
to apply their respective interpretation
of investment treaties, which makes a
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serious depiction of possible effects of
ISDS on the welfare state very difficult.

Potential of biased selection of
economic sectors for in-depth
analysis

As the Trade SIA is supposed to focus
more on sectoral level impacts as op-
posed to the macroeconomic impacts
of the TTIP the selection of sectors which
are to be the object of in-depth analysis
as well as the applied methodology are
of crucial importance. In this context, we
would like to voice our critique concer-
ning the process of selection of sectors
for in-depth study.

As already explained above, we do not
think that the CEPR study constitutes a
solid foundation on which a Sustainabili-
ty Impact Assessment should be based.
Having said that, it is nevertheless note-
worthy that out of the eight sectors which
have been proposed for in-depth study,
only one of them (electrical machinery)
is expected to experience a decrease
in employment due to TTIP according fo
the CEPR estimations. Given the purpose
of a Sustainability Impact Assessment,
it seems questionable whether the pro-
posed selection of sectors for detailed
analysis of which the vast majority has
been expected to benefit from TTIP will
lead to unbiased results of sectoral im-
pacts on sustainability.

Assessment of potential liberaliza-
tions of trade in services and mo-
vement of natural persons

Against the backdrop of the prolonged
economic crisis, there are also serious
concerns about the impact of trade
agreements like TTIP on labour mar-
kets, national labour law and collective
agreement provisions. This issue is not
restricted to low-wage low-skilled jobs,
but increasingly extends to occupations
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with higher levels of skills and expertise,
and consequently, better payment. Cur-
rent efforts to liberalize trade in services
and the movement of natural persons
(mode 4) by so called “GATS plus”-pro-
visions point in the same direction. In
this regard, any further liberalization of
Mode 4 (temporary movements of na-
tural persons) remains a sensitive issue
-i.0. against the background that offen-
sive approaches on Mode 4 provisions
even call for the general abolishment of
the possibility fo apply economic needs
tests in committed sectors. Thus, the
(adjustment) costs of job losses to the
EU as a consequence of trade liberali-
zation have to be put under scrutiny as
well as how national labour, social and
collective agreement provisions will be
affected by possible commitments on
the temporary posting and placement
of workers for service provision.

When it comes to the potential threats
for public services stemming from
trade agreements, we would like to
refer to the report of the seminar “The
politics of Globalization and public ser-
vices: putting EU’s trade and investment
agenda in its place™®.

We strongly support the comment given
by EPSU in the context of the stakehol-
der inputs that the EU should - in accor-
dance with its values and principles for
its internal and external policy enshri-
ned in the Treaties — promote the soli-
darity mechanisms that are essential to
the development of universally acces-
sible, high-quality public services with
good employment conditions (as re-
ferred to in Protocol No 26 of the Treaty
of Lisbon on services of general interest,
the Charter of fundamental rights etc.)
and ensure that Member States (and
local authorities) have wide discretion
on how to organize these services (sub-
sidiarity principle e.g. in healthcare as
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well as social services). It is important to
assess in how far the TTIP may counter
these goals if public services would be
included in the trade agreement.

From the perspective of policy co-
herence, it would be particularly re-
levant that the SIA also assesses the
potential impacts of the TTIP on the hu-
man right to universal access to water
and sanitation and the respect of the
demands of the European Citizens’ In-
itiative “right2water”” in the TTIP negot-
iations. In this context, we wish to refer
also to our recent AK EUROPA position
paper on concessions and public-priva-
te partnerships in TTIP'®
Qualitative social and human
rights analysis

When it comes to the planned qualitati-
ve social analysis of the TTIP, the report
suggests a case study which should
assess “the likelihood that standards
on employment protection legislation
are lowered in a selection of EU Mem-
ber States™”. This research is supposed
to be carried out using interviews and
desk research. However, it remains
unclear as to how exactly this research
will be pursued.

Although the draft inception report of
the SIA mentions ILO conventions as
elements of the rules under which em-
ployers and workers operate, ILO con-
ventions are not proposed as an actual
object of the study. We believe that a
key task of the Sustainability Impact As-
sessment should be to analyze in how
far the Chapter on Trade and Sustai-
nable Development of the TTIP should
be designed in order to effectively con-
tribute to sustainable development in
the areas of labour, human rights and
the environment. Since the launch of
the Global Europe Strategy in 2006,
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the EU includes Sustainability Chapters
in its trade agreements. However, the
provisions on labour rights in existing
EU trade agreements are often very
vague and there is no binding enforce-
ment mechanism to impose sanctions
if provisions on labour standards are
breached. In order to guide policy re-
commendations on how to design the
Sustainability Chapter in a trade agree-
ment with the US, it would be necessa-
ry to assess in how far recent EU trade
agreements (e.g. the EU-South Korea
trade agreement) have been successful
in preventing violations of labour rights.

We also wish to refer you to a study
commissioned by the Vienna Chamber
of Labour on “Social standards in su-
stainability chapters of FTAs” for further
information?°.

In respect of the human rights impact
assessment, we wish to refer to addi-
tional sources containing concrete sug-
gestions for human rights analyses of
trade agreements?.

Lack of analysis of threats for con-
sumer protection

There is also the need to assess poten-
tial implications of regulatory conver-
gence in the course of TTIP for consu-
mers in a systematic way. Harmonizao-
tion or mutual recognition of standards
may lead to a lowering of consumer
protection standards (such as food
safety, health and safety provisions,
data protection etc.). The current draft
inception report includes references to
consumers in relation to expected im-
pacts on price levels and in the section
on environmental impacts. However,
the wide variety of potential negative
effects on consumer protection due to
regulatory convergence in TTIP needs to
be addressed in a systematic way.
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Should you have any further questions
please do not hesitate to contact

Nikolai Soukup
Tel: + 43 (0) 1501 65 2159
nikolai.soukup@akwien.at

and

Gudrun Kainz

(in our Brussels Office)
T+32(0) 2230 62 54
gudrun kainz@akeuropa.eu

Bundesarbeitskammer Osterreich
Prinz-Eugen-StraBe 20-22

A-1040 Vienna, Austria

T+43 (0) 1501 65-0

F +43 (0) 1501 65-0

AK EUROPA

Permanent Representation of Austria to the EU
Avenue de Cortenbergh, 30

B-1040 Brussels, Belgium

T+32(0) 223062 54

F+32(0)22302973
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