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Abstract 

The issue of global labour standards has been at the forefront of both regional and 

multilateral trade negotiations over the past two decades, and will likely remain high on the 

agenda of future trade talks as North-South trade flows continue to increase. Labour interests 

in high-standards countries argue that low labour standards are an unfair source of 

comparative advantage, and that increasing imports from low-standards countries will have 

an adverse impact on wages and working conditions in high-standards countries, thus leading 

to a race to the bottom of standards.  For low-standards countries, there is the fear that the 

imposition of high labour standards upon them is just a form of disguised protectionism and 

is equally unfair since it will erode their competitiveness, which is largely based on labour 

costs. The objective of this paper is to discuss the ways the emerging economies and the 

public and private sectors within them, likely to emerge as setters of standards that affect 

producers and consumers across the world. The second part of the paper investigates 

empirically the effects of labour standards on export performance of a country cross-country 

regression with country fixed effects using a panel dataset over the year 1980-2014. If the 

popular views on the issue of trade and labour standards are correct, one should expect low-

standards countries to enjoy a better export performance, ceteris paribus. We found that 

although no definite relation comes out between labour rights and export, the result could 

depend on whether it’s a poor or rich country. 
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The impact of Global Labour Standards on Export Performance 

Kuntala Bandyopadhyay 

 

1 Introduction 

The issue of global labour standards has been at the forefront of both regional and 

multilateral trade negotiations over the past two decades, and will likely remain high on the 

agenda of future trade talks as North-South trade flows continue to increase. Labour interests 

in high-standards countries argue that low labour standards are an unfair source of 

comparative advantage, and that increasing imports from low-standards countries will have 

an adverse impact on wages and working conditions in high-standards countries, thus leading 

to a race to the bottom of standards.  For low-standards countries, there is the fear that the 

imposition of high labour standards upon them is just a form of disguised protectionism and 

is equally unfair since it will erode their competitiveness, which is largely based on labour 

costs. There is an extensive literature on the potential impact of standards on trade 

(Stephenson 1997, Sengenberger and Campbell 1994, OECD 1995, 1996, Krueger 1996, 

Maskus 1997, Mah 1996, Srinivasan 1996, White 1996, Dion et. al 1997, Anderson 1996).  

The objective of this paper is to discuss the ways the emerging economies and the public and 

private sectors within them, likely to emerge as setters of standards that affect producers and 

consumers across the world. In the second part of the paper we wish to investigate 

empirically the effects of labour standards on export performance of a country. If the popular 

views on the issue of trade and labour standards are correct, one should expect low-standards 

countries to enjoy a better export performance, ceteris paribus.  

In the next section we discuss the ways through which emerging economies can become 

important players in the global standards setting game. Section 3 and 4 discusses the data, 

empirical analysis and results. Section 5 concludes.  

2 Emerging Economies and Global Standards 

In their 2006 book Thomas Weiss and Ramesh Thakur defined global governance as “the 

complex of formal and informal institutions, mechanisms, relationships, and processes 

between and among states, markets, citizens and organizations, both inter- and non-

governmental, through which collective interests on the global plane are articulated, Duties, 

obligations and privileges are established, and differences are mediated through educated 

professionals.” In other words Global governance can be identified as a movement towards 

political integration of transnational actors aimed at negotiating responses to problems that 

affect more than one state or region. With economic liberalization, as the world becomes 

more interdependent, global governance is increasingly relevant for achieving sustainable 

development. Global standards are the tools for this governance. They aim to develop a set of 

common principles and standards for property, integrity and transparency in international 

business and finance.   
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There is a growing recognition that the rise of emerging economies will change the contours 

of global governance. Many commentators suggest that this is a transformative moment in 

global history and these economies will bring about tectonic movements in global production, 

trade and aid relationships (Henderson, 2008; Kaplinsky & Messner, 2008; Brautigam, 2009; 

Yeung, 2009; Power et al., 2012). There is considerable curiosity among commentators how 

these new players will influence the rules of the game, particularly pertaining to the processes 

of setting global standards associated with labour conditions and environmental impacts 

A core question that arises is how these countries might influence the “rules of the game” that 

pertain to international trade, particularly those relating to process standards associated with 

labour conditions and environmental impacts. The fundamental questions are, as Nadvi 

(2014) puts it, “(i) are the Rising Powers moving from being “standard-takers” to becoming 

“standard-makers”? and (ii) if so, what kinds of standards are being shaped by the Rising 

Powers and what are the implications of that for the overall trajectory of global labour and 

environmental standards?” 

Before we start looking for answers of the above questions it is beneficial to identify the 

Rising Powers, sometimes also called emerging economies. There are various definitions of 

the emerging economies and these definitions are continually evolving.  Initially in the early 

1980s, the fast growing and export oriented Asian and Latin American economies were 

named the “newly industrializing countries”. But by the 1990s most developing countries 

adopted globalization/ liberalization; therefore a broader term “emerging market economies” 

was initiated. These economies included countries from Africa and Middle East along with 

Asian and Latin American countries. In the beginning of the 2000s, BRICs (Brazil, Russia, 

India and China) were identified as the new drivers of global economic growth (O’Neil, 

2001). But since other large economies have embarked on a similar growth path,  some other 

terminologies have been coined to include these countries, e.g., MINTS (Mexico, Indonesia, 

Nigeria, Turkey, South Africa), Next Eleven (Bangladesh, Egypt, Indonesia, Iran, Mexico, 

Nigeria, Pakistan, Philippines, South Korea, Turkey, and Vietnam), CIVETS (Colombia, 

Indonesia, Vietnam, Egypt, Turkey and South Africa). There are no common criteria for 

classification of these countries. Different sources list different countries in their list of 

emerging economies. Some authors tried to provide a pragmatic definition of such powers 

using criteria of growth, intermediate income, Institutional transformations and economic 

opening. Nadvi (2014) has identified six factors that make the rising powers different from 

other developing countries.  

 strong economic growth since the 1990s 

 significant participation in global trade 

 a large domestic market 

 strong state involvement in the economy 

 availability of local private and public capital for investment 

 growing space for civil society in public-private discourse  
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How these emerging economies will affect the global standard making process will depend 

mainly on two issues: preferences and capabilities. Preferences are crucial. What are the 

preferences of the emerging powers, or how they wish to (if they wish at all) to leave an 

imprint on the process. The second and equally crucial point is whether they have the 

capacity to influence the global standards making process. To do that, increasing economic 

weight may not be enough. Appropriate strategy may prove equally important.  

There are mainly four processes and vectors through which the rising powers can engage with 

the global standards setting process.   

2.1 Changes via production 

The first and foremost way the rising powers can impact the global standard making process 

is via shifts in production. Two most important phenomena of the global economy in the past 

two decades have been the shift in geography of global production and the increasing 

fragmentation of production across borders. The presence of emerging economies in the 

global value chains are rising (Gereffi et al. 2015). The production of goods and services is 

increasingly carried out wherever the necessary skills and materials are available at 

competitive cost and quality (OECD, 2013). The share of richer countries in total value added 

that was generated in all manufacturing Global Value Chains (GVCs) declined from 74 per 

cent in 1995 to 56 per cent in 2008, the share of Japan and East Indian newly Industrialized 

economies (NIEs) dropped from 21 to11 per cent, emerging economies’ share of value added 

in manufacturing increased by 18 per cent. Half of this increase can be accrued to China. 

China’s global share rose from 4 to 13 per cent. Brazil, Russia, India and Mexico also 

increased their global share. During this period 42 million manufacturing jobs were added in 

China, 20 million in India, 6 million in Brazil and 2 million in Mexico (Timmer et al., 2014, 

p.112).  This shifting pattern was exacerbated by the 2008-2009 global recession. The major 

brunt of this recession was borne by the developed countries, whereas large emerging 

economies such as China, India and Brazil suffered relatively lesser. In 2005-2010, the 

merchandise imports of the European Union and the USA increased only by 27 and 14 per 

cent, respectively, while emerging economies expanded their merchandise imports much 

faster: Brazil (147 per cent), India (129 per cent), China (111 per cent) and South Africa (51 

per cent) (WTO, 2011). The import growth in emerging economies is also driven by rising 

demand for intermediate goods and raw materials because manufacturing GVCs are 

concentrated in those economies, as discussed above (Kaplinsky et al., 2011).  

This phenomenon is already having important implications for trade and investment patterns 

and policies. It has also triggered concerns about standards. In a world dominated by GVCs, 

the need to protect final consumers through appropriate quality standards and on the supply 

side to protect the interests of the labourers, to establish and enforce occupational, health, 

safety.  The richer countries have already faced challenges over the governance of labour and 

environmental standards. The insertion of emerging economies in the global value chains is 

expected to change the standard making game. But to exactly predict the change will happen 

more empirical research is required.  The emerging economies are not only suppliers in these 

value chains. They are becoming organizers and value chain leading firms in their own right. 
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Now it remains to be seen if the emerging economy firms face the same pressure that western 

brands have been facing for some time to address the labour and environmental standards and 

if so, how they tackle it.   

2.2 Changes via shifts in demand 

With increasing incomes, the rising powers have emerged as major consumers in the global 

market. During the recent global recession, the markets have shifted from Europe and North 

America towards the East and the Global South. The emerging global middle class, a 

significant proportion of which is located in the emerging economies will have consequences 

on the global governance pattern and on the process of global standards Guarin and 

Knorringa (2013). The nature of these implications will depend upon the global consumers’ 

behaviour. Western consumers have already shown their sensitivity towards conditions under 

which the products are produced, i.e. the health and safety criteria, quality of labour and 

environmental conditions. Will the emerging economies’ consumers behave in the same way? 

As Alden et al. (1999) has put it, will we see a convergence towards a “global consumer 

culture”?  

It remains to be seen if the consumers in the emerging market remain concerned only with the 

price and quality of the goods or do they attach value on the social and environmental 

impacts of their consumption decisions? That will definitely impact the global labour 

standards scenario. As Elliott & Freeman (2001) puts it,  

The sine qua non of activist efforts to improve labor standards around the world is that 

consumers care about the conditions of the workers who make the items they consume. If 

consumers do not care or do not associate the conditions with their consumption, human 

rights vigilantes could not pressure firms to improve working conditions. 

There is evidence that this has happened in the developed world. Organized consumer 

pressure and effective state action have been able to improve working conditions of labourers 

(Trumbull, 2006). But Knorringa and Guarin (2013) claim that none of these conditions can 

be assumed for the emerging economies for various reasons. First, organized consumer 

mobilization is still relatively weak in those countries and the presence of NGO and other 

civil societies are not significant. Kaplinsky & Farooki (2010) share a similar perspective. 

The fact that developing and emerging economies have relatively low incomes and weak 

state institutions will prevent them to develop private standards. They will continue to 

demand cheap undifferentiated commodities. 

2.3 Changes via civil society and state 

The third and fourth vectors are actors rather than processes through which labour norms can 

impact an economy’s performance: civil society bodies and state. Studies like Bartley (2007) 

and O’Rourke (2008) found that civil society has emerged as a primary stakeholder in 

negotiating labour, health and safety, and environmental standards. Particularly in western 

developed countries, these societies have been proved to be some of the most effective 
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proponents of strengthening labour and environmental norms. But it is still not certain 

whether the same thing will happen in the rising economies. But to what extent civil societies 

in the emerging economies will be able to perform active role is something to be seen.  

Last but not the least, while much of the recent agenda on labour, environmental and social 

standards in production has been driven by private actors (private firms and NGOs), the 

importance of state in global governance is increasing.  The state provides the regulatory 

framework, promulgating laws and ensuring their judicial enforcement, under which labour 

and environmental considerations are structured. It will be interesting to see how the 

governments of these emerging economies address these issues.   

3 Empirical analysis 

3.1 Description of Data  

For our Econometric analysis we look at the effect of labour standards on the export of 

manufacturing goods. The intention is to see if there is any significant effect of stricter labour 

standards on exports and also to check if this effect is different across countries at different 

levels of economic growth.  

Following the specifications in Deheija & Samy (2008), our dependent variable in all 

specifications is lexm, which is log of exports of manufacturing goods as a percentage of 

merchandise export. Along with lexm, data on population and size of country, secondary 

school enrollment, per capita GDP were taken from the World development indicators of the 

World Bank. 

In our econometric specification, we have taken lpop and lenroll as my control variables. The 

lpop variable is the log of working age population to land ratio of a country. The lenroll 

variable is a proxy of the human capital stock in a country. Although average years of 

education as computed by Barro-Lee are a better measure of human capital, their data set is 

on a five yearly basis. A yearly estimate of average years of education is available Only for 

EU countries. Since for our purpose we require yearly data, we have used the log of gross 

enrollment in secondary education lagged based on secondary education duration in each 

country. The purpose of taking lagged measure of this variable is that any change in gross 

enrollment in secondary education will have impact on the stock of human capital only after 

the cohort passes out at the end of secondary education. There are some obvious problems 

with using this measure for ex. It does not take into account that many students will actually 

not complete their secondary education. Despite its problem it has been used previously in 

the literature as proxy of human capital. Both lpop and lenroll are proxy for the determinants 

of comparative advantage and they are expected to have a positive relation with lexm. 

To measure labour standards we have first looked at whether ILO labour conventions have 

been ratified or not. There are 8 basic labour conventions. The variable of interest is 

“fundamental” which is an index measuring how many of these conventions have been 

ratified or not. If a country has not ratified any of these convention its score is 0, while if all 
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is ratified it becomes 8. However ratification does not mean that labour standard has actually 

been made stricter. As a result we look at variables and indices that measure actual condition 

of labour rights. 

Table1: Core conventions of ILO 

Freedom of association Forced labour Discrimination Child labour 

C087 C098 C029 C105 C100 C111 C138 C182 

Freedom of 

Association 

and 

Protection 

of the 

Right to 

Organize 

Convention 

, 1948 

Right to 

Organize 

and 

Collective 

Bargaining 

Convention, 

1949 

Forced 

labour 

Convention, 

1973 

Abolition of 

Forced 

Labour 

Convention, 

1957 

Equal 

Remuneration 

Convention, 

1951 

Discrimination 

(Employment 

and 

Occupation, 

1958) 

Minimum 

Age 

Convention, 

1973 

Worst 

Forms of 

Child 

Labour 

Conventi

on, 1999 

For labor standards we looked at different sources and use different types of measurements. 

The first set of variables describe whether the countries have ratified the 8 core ILO 

conventions namely “C87 - Freedom of Association and Protection of the Right to Organize 

Convention, 1948”,” C98 - Right to Organize and Collective Bargaining Convention, 1949”, 

“C100 Equal Remuneration Convention, 1951”, “C111 Discrimination (Employment and 

Occupation) Convention, 1958”, “C29 Forced Labour Convention, 1930”, “C105 Abolition 

of Forced Labour Convention, 1957”, “C138 Minimum Age Convention, 1973”, “C182 

Worst Forms of Child Labour Convention, 1999”. This data is collected from ILOLEX 

dataset, ILO. We first created 4 variables namely free_asso, disc, forced_lab and child_lab. If 

any of the core conventions is ratified in a country it takes value 1 in that country and 

otherwise 0. free_asso is C87+C98 and measures out of 2 core conventions regarding free 

association of labour how many have been ratified. It can take values 0, 1 or 2. If none of C87 

or C98 is ratified free_asso is 0 and if both ratified then free_asso is 2. If only 1 of the 2 

ratified then free_asso is 1. Similarly disc = C100+C111, forced_lab=C29+C105 and 

child_lab=C138+C182. Then there is another variable which is fundamental and it measures 

how many of all 8 fundamental labour conventions have been ratified by a country. It takes 

value from 0 to 8 and it is the sum of free_asso, disc, forced_lab and child_lab. 

Besides using these variables measuring how many of the labour conventions have been 

ratified we also look at actual measures of labour standard. The primary reason being 

ratification of a labour convention does not imply that actually it is implemented. The 

variables that we look at are linj, lstrike, lunion and lhou. These variables have been 

constructed following Dehija-Samy and the source is ILO database LABORSTA. The linj 

variable is the log of the number of fatal injuries in the manufacturing sector per 100000 

employees. It is an indicator of the safety of labour at the workplace. The lstrike variable 

measures the number of strikes and lockouts in the manufacturing sector in a year. While the 

lunion variable is the log of trade union density in the manufacturing sector of a country. 

Both these variables expresses the extent to which labourers are free to associate and organize 

themselves and to what extent they are able to express their concerns and opinions. The lhou 



 

7 

variable that we use is the log of average hours actually worked in a week for the 

manufacturing sector. The lhou variable is a proxy of the extent to which labourers have 

rights and are not overworked and exploited. 

Along with these variables which gives indication of the actual condition of labourers in a 

country we use another index of labour rights called labuno. The index is taken from the 

Mosley Uno dataset that they use in their “Globalization and Collective Labor Rights Racing 

to the Bottom or Climbing to the Top? Economic Globalisation and collective Labour rights”, 

Comparative Political Studies 2007. They created the dataset “which consists of annual 

observations from 1985 to 2002, focuses on the legal rights of workers to freedom of 

association and collective bargaining, key elements of core labor standards, and respect for 

these rights (when present) in practice.” 

Following Kucera’s (2002) template, they record 37 types of violations of labour rights in 6 

categories. If there is at least one violation of any particular type out of the 37, the country is 

given a score of 1 for that year, otherwise 0. Then that score is multiplied by a weighting 

factor, before adding all 37 together. They also then reversed the index so that lower values 

of the index mean higher labour standards. This makes interpretation of results easy. 

Theoretically their index can range from 0 to 76.5. The collect the data on labour rights 

violation from the following sources “U.S. State Department Annual Reports on Human 

Rights Practices; International Labor Organization Committee of Experts on the 

Applications of Conventions and Recommendations, and Committee on Freedom of 

Association reports; and the International Confederation of Free Trade Unions (ICFTU) 

Annual Survey of Violations of Trade Union Rights (on ICFTU reports, Weisband & Colvin, 

2000).” 

We have used this index calling it labuno as an alternative measure of the condition of labour 

rights. The labuno variable is available for the period from 1985-2002. 

The table below is the summary statistic for the variables we have used in our empirical 

analysis. 
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Table 2: Summary statistic of the variables 

 

4 Results 

For the econometric analysis, we have done a cross-country regression with country fixed 

effects using a panel dataset over the year 1980-2014, adjusted for cluster robust standard 

errors. Since we have used different specifications the number of countries and number of 

years were different in different equations based on data availability. The maximum number 

of countries considered is 163. Another point to remember is that the panel is unbalanced. 

The time period under consideration also varies under different specifications. 

Our general specification is   

𝑌𝑖𝑡 = 𝑓(𝑋𝑖𝑡, 𝐿𝑖𝑡) 

Where 𝑌𝑖𝑡 is manufactured exports (lexm) of country i at time t as a fraction of country i’s 

merchandise exports at time t, 𝑋𝑖𝑡 refers to a vector of control variables that proxy for the 

natural determinants of comparative advantage and 𝐿𝑖𝑡 refers to any of the proxies for labour 

standards outlined in the previous section. 

The functional form of the above specification is a log linear form. In this form all variables 

are measured in natural logarithms: 

ln 𝑌𝑖𝑡= 𝛽0 + 𝛽1ln𝑋𝑖𝑡 + 𝛽2𝑙𝑛𝐿𝑖𝑡 + 𝜇𝑖 + 𝜀𝑖𝑡  

𝜇𝑖 is the country fixed effect and 𝜀𝑖𝑡 is the normal disturbance term. We use the fixed effect 

model because it takes into account time-invariant unobservable country heterogeneity, 

which could be correlated with the dependent variable, lexm. Furthermore, fixed effect model 

is usually recommended when the number of groups (countries) is less than the number of 

time periods (years).  
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Also to capture if the effect of labour rights on export is different at different level of 

economic growth we divide the countries into 4 categories based on their Human 

development index in the year 1990. Then we look at the effect of labour rights on export for 

each category of country and see if the effect is different at different levels of income for the 

country. 

The results are given below. 

Table 3: Results from the regression estimating the effect of labour standards on the 

export of manufacturing goods 
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The interaction term between fundamental and income is negative and significant. This 

means that if a richer country ratifies more labour conventions its effects on exports will be 

less positive than what will happen if a comparatively poorer country ratifies the conventions. 

This is different from our conventional wisdom.  Next we look at the labor rights index by 

Uno. The coefficients are insignificant. Next the four equations run regression of different 

metrices of actual condition of labour rights and their interaction with income. Out of all the 

metrices only the interaction term between lunion and income is significant. For all other 

metrices, the coefficients are insignificant. In lunion the interaction term is positive. This 

result says that as for lower income countries the negative effect of greater unionization on 

export is greater than richer countries. However if we look at other metrices we can find no 

such relation being significant. Although no definite relation comes out between labour rights 

and export, we can see that the result could depend on whether it’s a poor or rich country. 

Next tables are regressions done by categorizing countries in 3 groups based on their 1990 

HDI index high, medium and low. The last equation in each table is including all countries 

together. 

Table 4: Effect of ILO Ratifications on export of manufacturing goods 
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Table 5: Effect of Labour rights index –Uno on export of manufacturing goods 

 

Table 6: Effect of labour Injury on export of manufacturing goods 
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Table 7: Effect of labour Strikes export of manufacturing goods 

 

Table 8: Effect of Trade Union density on export of manufacturing goods 
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Table 9: Effect of Average hours worked export of manufacturing goods 

 

5 Conclusion  

This paper has examined the effects of labour standards on export performance of countries. 

We have tried to test the conventional wisdom and belief that low labour standards gives a 

country some advantages in the form of export competitiveness. We also tested if the effect 

of labour rights on export is different at different level of economic growth. We found that 

although no definite relation comes out between labour rights and export, the result could 

depend on whether it’s a poor or rich country. Specifically, if a richer country ratifies more 

labour conventions its effects on exports will be less positive than what will happen if a 

comparatively poorer country ratifies the conventions.  
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