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Iff^TER-AMERICAN DEVELOPMENT BANK 

MEMORANDUM 

FILE CLASSIFICATION: SPTF.cov 

DATE: January 27, 1998 

TO 

CC 

FROM 

SUBJECT 

Mack McLarty, Special Assistant to the President 
Mark Schneider, Assistant Administrator 
David Lipton, Under Secretary 

Amb. James Dobbtos, Special Assistant to the President 
Amb. Richard Brown, Coordinator, Sunmjit 
Amb. Jeff Davidow, Assistant Secretary! // 

L. Ronald Scheman, US EXD 

Fund for Summit Projects through FSO 

The attached memo details how the availability of at least $44 million in the U.S. 
Social Progress Trust Fund (SPTF), administered by the iPB could be made available for U.S. 
initiatives at the forthcoming Summit. 

A possible option open to the U.S. is for the President to offer funds for the new 
education initiative being proposed at the Summit, for which President Iglesias is discussing an 
IDB program of $500 million. This project can be done through the FSO, which would serve 
a double fimction of helping to break the log jam over local currency in the FSO. 

We should discuss this matter directly if you wish to pursue it further. 



ENtER-AMERICAN DEVELOPMENT BANK 

MEMORANDUM 

FILE CLASSIFICATION: SPTF.mem 

TO 

FROM 

SUBJECT 

DATE; January 15, 1998 

L. Ronald Schenaan, US EXD 

Kelle Bevine, Counselos;̂ ^^ 

Potential for Transfer of SPTF Funds for New Uses 

You requested a complete analysis of the amount of money the U.S. 
govemment has on deposit with the FSO that could be converted into a contribution to the 
FSO to assist programs the President might wish to sponsor as a result of the upcommg 
Presidential Summit in Santiago. 

The original investment of the U.S. government of $300 milUon in 1961 has 
been eroded by U.S. approved contributions to various programs related to the purposes of the 
SPTF over the years to roughly $100 million. A major portion of these ^ 
been to the Inter-American Foundation (lAF), which has benefitted from roughly $300 million 
in contributions from SPTF reflows on a contmual basis since 1973. O^er techmcal 
assistance support has gone to such programs a. schools and the Rxver Blmdness Fo^dation. 
The lAF as well as other contributions, have been executed by amendment to the ^ i r i t 
agreement between the Bank and AID. ana then p-̂ ĉd by the IDE Board of nirfttrrnrs. 

SPTF balances are mvested by the Bank in FSO loans (called participations) 
which allows our funds to rmiintain their dollar value and earn interest. Our decision to hivest 
in FSO participations with the SPTF resources has the financial impact to the Bank of 
providing additional liquidity to the FSO operations. Nonetheless, ftom the pomt of view of 
the Bank, our resources are available for return to the U.S. govemment. 

The amount of resources on deposit is $75 million, and of this amount $32 
million is obligated to the Inter-American Foundation through the year 2000. That leaves a 
balance free from any financial commitments of $44 million. Subsequently an addmonal $25 
million in local currencies will become available from 2001 and beyond as the remaining 
SPTF loans mamre and are repaid (approximately $2 million or less J^^^^P^f^'f 
the next 20 years). That means a total of $69 million remains m the SFTF which could be 
committed by the U.S. govemment to FSO programs. 

The issue that must be addressed in withdrawing this money is not within the 
Bank but relates to the authority required to use these resources for any other activity outside 
of SPTF and whether we would need Congressional actions; I am awaitmg feedback from 
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Treasury's General Counsel's office. It is clear that AID has authorized many contributions, 
utilizing a major portion of SPTF funds to FSO-related activities in the past so there is a good 
argument to do so again provided the purposes of the FSO are consonant with the original 
SPTF agreement. It is possible, however; that if an amendment to the SPTF legislation is 
required, without re-authorization to convert it mto a contribution to the FSO. any withdrawal 
of resources would be required to flow back to the general funds as a windfell. 

Thus, it may be possible to agam amend the SPTF agreement to redirect the 
resources to contribute to the FSO or create a new special fund. Otherwise we could only do 
so upon specific action by Congress. The only other caveat is diat once other agencies 
understand diat the President wants to use upwards of $44 million in previously authorized 
U.S. foreign aid resoturces for his purposes, in these lean budget times, I expect to see the 
interested agencies (AID, State, Treasury) becoming fire flies over who's got the best idea on 
how to spend the money. 

Cc: Larry Harrington 
Bruce Juba 
Cressida McKean 
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INTER-AMEMCAN DEVELOPMENT BANK 

MEMORANDUM 

F I L E CLASSIFICATION: laborT.l 

DATE: July 29, 1997 

TO 

CC 

FROM 

SUB.1ECT 

Bill Schuerch, DAS, Treasury 

David Lipton, Assistant Secretary 
Mack McLarty, Counselor to the President, 
Amb. Charlene Barshefsky, USTR 
Amb. Jeffery Davidow, Assistant Secretary 
Andrew Samet, Assistant Sec. of Labor 
Amb. Harriet Babbitt, U.S. Representatijve 
Amb. Richard Brown, Coordinator 

L. Ronald Scheman, US EXD 

An Inter-American Labor Initiative 

We have begun to explore at the IDB a new initiative in the field of labor to strengthen 
the capacity of Labor Ministries ofthe Americas to conform with ILO standards and to improve 
their professional capacity lo better aualy^ Oic tcinomie implioQtiono ofthe openings to 
globalization and privadzatlon in ihc icglon. The initiotivo rooulted fi-om an idea prpsftnted by 
Amb. Charlene Barshefsky m a meetmg with Pres. Iglesias several weeks ago. 

fiackpround: 

The nations ofthe Americas have long advocated fair labor standards to protect workers, 
enhance productivity and improve competitiveness. Most ofthe American nations have ratified 
key TLO standards and have on their books numerous laws to protect labor. The mstitutional 
capacity to give substance to these laws and enforce the minimum standards, however, is weak. 
In short, the issues affecting labor have considerable support inrtEeiTownnght among the 
American nations but nave languished aa bbo. nu^iistrics wcfeall ondowed> meet thnr 
obligations. ' 

Labor issues wiU increashigly affect the substance and the tone of the dialogue between 
the United States and Latin America as wc move forward with the FTAA negotiations. However, 
labor issues affecting labor standards and workers rights are far more than trade issues. They 
merit serious attention in tholf own right. Considering that the Latin American governments have 
already embraced ILO standards and are theoretically aware that sound labor laws and practices 
arc in their interests (viz.: child labor exists side by side with high adult unemployment), a 
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program to strengthen the profesgionalj^^^ and related inter-America 
•tOToshould hnS a ready atldience in the Americas. I 

A major ob.stacle to serious negotiations in many ofthe countries ofthe Americas is lack 
^professional research on labor issues. Labor ministries have inadequate administrative and 
e S ^ m e n t capability; labor unions have not had the high level economic analysis that would 
enable them to analyze and define their own best interests. The lack of such professional 
research capability, however, has not hindered them firom takhig positions on die issues of trade, 
privatization, etc. Hie objective ofthe new program would be to strengthen their capacity to 
address issues such as: 

* Productivity, safety standards and competition 

Long and short term costs and benefits of globalization and privatization (viz. 
the El Salvadorean labor unions recently approached the IDB to obtam financial 
help to enable them to buy equity in the privatized power company.) 

Privatized pension fimds, including direct participation in the fiinds (Pres. 
Sweeney ofthe AFL-CIO met with Pres. Iglesias last week specifically to 
express strong interest in this). 

. Issues of transparency and corruption. 

Tmmî fHatft Ohiectives: 

The objective of a renewed inter-American labor program is to give the issues higher 
profile on then merits and help us achieve our ends of improving labor standards, ^dressmg 
Lcauality in income distribution, and giving labor a substantial forum Of Its own^ , 
Tc^^t^boSi policy direction, which is already integrated into the OAS fiamework, and technical 
support and resources, which the Inter-American Development Bank can provide. 

For this purpose we could give consideration to several inter-related approaches: 

A reinvigorated Inter-American Labor Conference linked to the Summit. 

Separate hemisphere wide agreements botii on labor standards on their merits and 
divorced from the trade negotiations. 

. A tri-partitc Committee ofthc OAS. IDB and ECLAC as we are currently doing 
in trade matters, to act as tbe catalyst, involving the IDB m research and specific 
programs to stiengtiaen labor ministries while the OAS, which already has a 
special committee of labor mmisters, could address policy issues. 

A high level task force of private sector and labor leaders to address a comrnon 
sliitegy for fair competition and harmonization of labor standards and benefits. 

Nonpartisan think tanks to engage m research and bring together the various 

parties. 
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Officials ofthe Department of Labor (Assist. Sec. Samet) and the AFL-CIO (Stan 
Gacek of their intemational division) have already approached this office on related topics^ I 
have discussed it with President Iglesias following our meeting with Am̂ b Barshevsky and he is 
enthused about tiie concept. If Treasury is favorable, the next steps would be to meet with 
officials of tiie Department of Labor and USTR to determine a strategy so that we can discuss it 
more substantively with Pres. Iglesias. I would suggest tiiat such a meeting be convened by die 
Department of Treasury. 
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THE WHITE HOUSE 

v\/AS HI N G T O N 

February 13,1998 

MEMORANDUM FOR DISTRIBUTION LIST 

FROM: Gay Joshlyn, National Economic Council 

SUBIECT: Labor in the Santiago Process 

Uel Brainaxd will ch^r a mooting .o di.cu. lab»r i . ^^^^ZZZ^^lt^^ J J ' e T . 
n at 8 00 am in OEOB Room 239. I have enclosed an agenda for the meetmg. " ^ Sf 
clu at 456-^o" if you ne«i to be cleared into the building or if you have any question.. 

Distribution 

Andrew Samet, DOL 
Mark Schnyder, AID 
Peter Allgeier, USTR 
Karl Hofftnan, NSC 
Gare Smith, DOS 
Dan Lesmez, WHO 



tNTER-AMEKlCAN DEVELOPMENT BANK 

MEMORANDUM 

IDB U.S. OFFICE •,• 
•i •••^''*li'>o*'^i•vw»!(l«l»»^'<Jl^^»(l(l^^\lJIlil(lf 

FILE CLASSIFICATION: hondl.30 

TO 

DATE: January 30, 1998 

David Lipton, Under Secretary 
Mack McLarty, Special Counselor to the President 
Mark Schneider, Deputv Afk înistra 

FROM L. Ronald Schcr EXD 

SUBJECT Aide Memoire^ discussion with President Alvaro Arzu of Guatemala 

The attached Aide Memoire summarizes some initiatives that were discussed 
when I spoke to President Arzu when we were boih in Honduras last week. I thought you 
would want to know about them. 

,(DC«̂  

® m 
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EXECUTIVe DIRECTOR 

I N T E R - A M E R I C A N D E V e L O P M E N T B A N K 

W A S H I N G T O N , D. C. 

AIDE MEMOIRE 
C A B L E A D O R E S S 

I N T A M B A N C 

From: L. Ronald Scheman, U.S. Executive Director 

Re: Observations on discussions between President Alvaro Arzu and L. Ronald Scheman 

1. A Central American Guarantee Fund. A joint investment guarantee fimd sponsored 
by all of the Central Ajuerican governments to Insure cross-border investments would have 
considerable political and fiscal impact. It would be a strong demonstration of the combined 
political will of the Central American governments to encourage investment. The Ftmd 
would insure investments from one Central American country to another, as well as 
European, Asian and investors from elsewhere in Latin America. The Central American 
governments would be shareholders in the Fund together with private insurers, following the 
model the Inter-Ajnerican Development Bank (IDB) used in financing the Central American 
Power Grid. The IDB could provide loans to the goverimients to back up their obligations 
which would assure the insurers that a backup commitment is safely located with a neutral 
source. The IDB loan or guarantee commitment, even if it is never drawn down, would 
upgrade the credit rating of the Fund. The poHtical impact of such a fund on the investment 
community would be very reassuring. 

2. \ piinî  for Municipal Development. The issue here is enhancing the credit of 
municipal governments to enable them to borrow on the capital markets for municipal 
infrastructure projects such as water, sewer, garbage collection, municipal markets, sports 
stadia or any other facility that would bring in revenue. This type of municipal credit 
enhancement could be used in conjunaion with the proposed BCIE PROMUNI Fund. 
Instead of lending directly to the mimicipalities, however, which Hmits the available 
resources, the Fund's guarantees would enable the municipaHties to go to the âpital markets 
with a much greater multipher on capital invested. A similar operation was done in Asia by 
Asia Limited with the help of the Asian Development Bank. 

3. T/'Alniag for muniGipal govornmBnt officiili. Ĉ ne of rVif shnrtr.nming5 itL the 
education infrastructure of the region is a strong institution for public aiimimstration. Such 
an institution would have two major goals: (1) the training of young people to assume 
positions ,ln municipal and other governments and (2) short courses and in-service training 
within the various municipaHties. The first step is to designate an existing institution to 
as-sume this role and then initiate discussions with the IDB to strengthen the school. 
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U.S. Depar tment of Labor Deputy under Secreiary lor 
Inlernalional Alfairs 
Washlngton. D.C. 20210 

Juimury 12. lt)98 

MEMORANDUM FOR AMBASSADORDA,>/lDOW 

FROM; Andrew J. Same* 
Acting Deputy Urî ej/Ŝ bretary, 
International Affairs 

SUBJECT: Comments on Chilean Draft ofthe Santiago Declaration of Principles 

Attached are the Department of Labor's comments and suggestions regarding the Chilean Draft 
Santiago Declaration of Principles, 

The main deficiency in the Chilean draft dociunent is that fails to provide any room for dealing 
with labor issues in the hemispheric integration process. We believe that it is imperative that the 
Leaders' Declaration emerging from the Santiago Summit be unambiguous in its recognition of 
the importance of labor issues and establish a clear process for addressing them if the Free Trade 
Area ofthe Americas (FTAA) is to be successful. In this regard, we have drafted text 
(Attachment 1) that could be placed between paragraphs 21 and 22 ofthe draft Chilean 
Declaration. Our proposed text would; 1) establish that labor issues are part ofthe hemispheric 
integration process; 2) state that Ministries of Labor need to be strengthened to contribute to 
hemispheric integration; 3) establish a process whereby Ministers of Labor will create a 
framework to deal with labor issues complementing the FTAA; and 4) call on the OAS, IDB, 
other regional organizations and the ILO to support the work of Ministries of Labor in pursuit of 
the integration process. These intemational organizations are likely to be receptive to a request 
for assistance to the Ministries of Labor. 

In addition to the insertion in Attachment 1, we believe that the Draft Declaration would also be 
enhanced by making small changes to the first paragraph and inserting language throughout the 
document that foreshadow some ofthe labor issues likely to be addressed in the Action Plan 
under the Democracy, Education and Poverty baskets. These suggestions are given in 
Attachment 2. 

Please, let me know ifyou have any questions regarding our suggestions. 

Attachments 
cc Amb. Richard Brown 

Bryan Samuel 
Nelson Cunningham 
Kari Hoffman 
Peter Allgeier 

2'd atdii/aoadi JO iNBWiybdBa "S'n Nd62:60 ss, 21 Nur 



DRAFT 

AllHelilnenl 1 

Department of Labor's Comments on 
Chilean Draft ofthe Santiago Declaration of Principles 

Add the following between paras. 21 and 22; 

Labor 

A strong and viable labor sector is vital to the achievement of hemi.pheric integration and 
to the equitable distribution of its benefits. Consistent with the Declaration of 
Aires ofthe Tenth Inter-American Conference of Ministers of Labor, held in October 1995 
under the auspices of the Organization of American States, we are committed to policies 
that will foster a healthy, educated, productive and secure workforce, which shares m the 
benefits of economic growth. 

Labor Ministries can and should malce a positive contribution to the hemispheric 
intcgrntion process. We recognize the need to strengthen the capacity of Ministries of 
Labor to more ftilly support the hemispheric integration process. We direct our Mmistries 
of Labor to work together to exchange information and experiences regarding best 
practices and to enhance cooperation on innovative labor market policies. 

We also recognize the need to establish a framework that addresses the labor dimension of 
hemispheric integration, complementing the Free Trade Area of the Americas. We direct 
our Ministers of Labor to meet before the end of 1998 to begin the construction of such a 
framework and to report to us at the Ul Summit ofthe Americas on progress made. 

We call on the Organization of American States, the Inter-American Development Bank, 
other appropriate regional and sub-regional organizations and the International Labor 
Organization to support the efforts of Ministries of Labor to further the hemispheric 
integration process. 

January 12,1998 
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DRAFT 

Attachment 2 

Department of Labor's Comments on 
Chilean Draft of the Santiago Declaration of Principles 

1. Amend the first paragraph of the Declaration as follows (addition in bold); 

We, the democratically elected Chiefs of State and Governments ofthe countries ofthe 
Americas, meeting in Santiago, Chile, within the framework of the II Summit ofthe Americas 
and with the purpose of examining the current sihiation in the region, of evaluating the 
hemispheric cooperation and integration process and adopting measures required to give a 
renewed momentum to this joint effort, so as to better use the capacities of our countries, to 
contribute to resolve the severe problems still afflicting an important segment of our people, 
respond to the concerns and demands of our citizens, raise standards of living, improve the 
working conditions of people in the Americas and better protect the environment. 

2, Make the following additions to the document to foreshadow labor matters in the Action 
Plan. 

In the "Democracy and Human Rights" section, amend the second sentence of para 3 to 
highlight modernization of the state and of ministries of labor. 

By modernizing government structures so that they are increasingly more agile and 
responsive to the needs of our citizens and strengthening judicial systems, we will 
ensure that important principles of respect for human beings and the full development of 
their capacities attain the effectiveness they deserve. 

• Also in the "Democracy and Human Rights" section, add the following paragraph after 
para 4: 

We reafTirm our commitment to human rights, as stipulated in the Universal 
Declaration, and to international and interamerican human rights instruments, to 
which we are parties, respectively. In particular, we recognize the importance of 
economic, social and cultural rights, and within these we underscore the basic rights 
of workers, and reaffirm our commitment to ensure compliance with the 
Constitution and Conventions of the International Labor Organization, as 
respectively ratified by our govemments. [This language was agreed to in the San Jose 
Declaration of the Leaders.] 

• In the "Globalization" section, modify the second sentence of para 10 as follows: 

Similarly, we reaffirm that only by means of interdependence founded on the sovereign 

t7-d abii/aoabn jo iKi3Wiabd3a "S'n Nd62:60 ae, z\ Nbr 



equality of States and on common principles and values permitting econoniic growth 
based on practices of free trade; on respect for the rights of workers; on a healthy 
ci.viiuniwciil; und uii policies thai cnsuic (liui ilic bcncnis of economic growth are 
widely distributed, shall we strengthen the peace and sustained progress in which the 
Hemisphere lives. 

In the "Education" section, modify the second sentence of para 17 as follows: 

These plans should contemplate the development of worker training programs that 
respond to the needs of the labor market so that the broadest number of worker, 
and employers will have the opportunity to benefit from economic growth. 

In the "Poverty, Social Equity and Preventing Discrimination" section, modify the third 
sentence of para 20 as follows: 

The region as a whole must make an additional effort to finally overcome this situation in 
the next years, creating the conditions that will generate quality jobs and re»pect for 
the rights of workers, and thus achieve the required equilibrium that will permit not only 
better and more fair living and development conditions for our peoples, but also to 
reinforce the legitimacy and efficiency ofthe system. We recognize the positive 
contributions of an enhanced dialogue between workers and business people and in 
that regard, encourage greater labor-management cooperation and the adoption of 
innovative systems of labor-management relations. 

January 12,1998 

g-^ abni/aoab"! JO iN3Wiybd3a "S'n i*id0e:60 as, zi wr 
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UNOFFICIAL TRANSLATION 

Januaiy 20.1996. 

ALEX18II. HERMAN 
SECRETARY OF LABOR 
UNITED STATES OF AMERICA 

Dear Secretary Herman: 

I wish to Inform you that I reaolvad your letter dated January 13. in which 
you let me know that you agree wHh the US NAG recommendation to hold 
eonsultailons wHh regard to Submlaalon Ne.9701. 

I thank you for your January 12 telephone call prior to your letter, i had 
undaratood. from that eonvenatlon. that you had received the US NAG 
reoommendadona. but that you wanted me to read the report and then you 
would deoMe whether to reqjuest oonauHatione. However, from the January 12 
Departnent of Ubor press release end your letter. I take note that you have 
requested ministerial eonsuttationa. 

As I read your lQltar> I was pleased to see thai you aciowwlcdge 
Mexico^ Qovemment concern fdr the treatment of women in the woiHplaoe and 
that you are also aware of the diffeient Initiatives carried out by my country's 
Qoverr̂ ment. I agree with you that within the North American Agreement on 
Labor Cooperation (NAALO), our cooperation hes been Intense and fruitful. 

5 
As I offered during our telephone oonversatlon, I will read the US NAG 

report ̂ refully and let you know my Initial comments soon. 

thank you again for your call and your letter. 

Sincerely, 

1 

JAVndBONILLA 

ee Lswenee A. MasAuloy, MhMAr of Labour ef Canada. 
1 ^ 
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SCCACTARIA DEL TRABAJO 
r 

StP8 0«Z 
v; U o 
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ALEXIS M. HERMAN 
8ECRETARU DEL TRABAJO 
ESTADOS UNIDOS OB AMERICA 

Estimada Secretaria Herman: 

Por medio de la presente le Infonno que redbf su carta, con (echa 13 de 
enero, en la que seflala qua concuerda con la recomendacidn de la OAN da ^ 
EUA de celebrar oonsultas en rslacldn cqri la Comunioacldn Pilblica No. 9701. 

Aprovecho para agndecerie ia Uamada del dfa 1Z de enero previa a au 
carta. Ml pereepd^n de nuestra conyerssddn era que usted habfa reclbldo la 
recomendaddn de la OAN de EUA: pero que usted querfa que yo leyera el 
informe y entoncea tomaifa usted la dsclsldn rsspecto a solidtar las consuhas 
ministeriales. No obstante, por el boletlh de prensa del Departamento del 
Trabsjo daJ dfa 12 de enero y su carta, tome note que usted ha soticttado 
oonsultas minlsterialea. 

Ms as grate encontrar en la carta que rseonoee la prsoeupaddn quo 
existe en el Goblemo de Ml4xleo por la condlcidn de la mujer trabajadorsl y que 
conoce Igualmahte las dh/eraaa acclonaae Iniciativas que al reapeeto lleva a 
cabo el Gobiemo de ml pafa. Coinctdo oon usted en que. en el marco del 
Aouerdo de Cooperacion Laboral de AmAriea del Norte (ACLAN). nuestra 
eeoperaeidn ha side fntensa y fmctilfera: 

Como le ofrecf porteMfono. Ieer4 oon detenlmlento el informe de la GAN 
de EUA: f le hsr4 llegar pronto mia comentarios prelimlnarea. 

G-acias nuevamente per su Uamada y su carta. 

ecp Lawrence A. MacAulay. MInlstre del Trabaje de Canada. 

t 
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I N T E R - A M E R I C A N D E V E L O P M E N T B A N K 
Washington, D.C. 20577 

ExncunvE DIRIICTOR 
T Inited States 

FACSTMTLE 

(2 pages) 

TO: Mack McLarty, Special Counselor to the President 

FAX: 456-2215 

T E L : 202/623-1031 FAX: 202/623-3612 FROM: L. Ronald Scheman 

Subject: The labor issue and ihe FTAA 

The attached note to Secretary Herman will be of interest to you. 

Mack, I would like to make a strong suggestion that we do some brainstorming on the 
labor issue, I believe we have been taking too negative a tack, emphasizing the substandard 
labor conditions in L.A. Instead, we should play it positively, emphasizing a forward looking 
approach to raise workmg conditions, wages, etc. for the well-being of everyone, for building a 
larger cousuniei base tliat will drive domestic production, create more wealth, etc. This type of 
approach would be the core of a natural alliance with Latin America's left which articulates a 
similar goal. In positive terms, we could develop some gtrong arguments that even business may 
buy. 

I believe Secretary Herman is a natural leader for this type of approach. 



Banco interamericano de oesarroiio inter-American Development sank 
Banco interamericano de Desenvolvimento ^/jp Banque interamericalne de deveioppement 

wasnlnston, D.C 30577 
CADLC: MTAMBANe 

December 19, 1997 

Tlie Honorable 
Alexis Herman 
Secretary 
U.S. Department of Labor 
Washington, D.C. 

Dear Madam Secretary: 

I wanted to inform you that the Bank is currently considering a grant of $6 million tO' 
the labor ministers of Central America. We are looking at providing resources for more 
detailed studies of the labor market to generate the basis to harmoiiizc labor standards 
includinĵ  systems of inspection, procedures lor the resolution of conflict, and for the 
development of minimum safety and health standards.' 

This is a direct result of your important effort to bring together the labor ministers in 
conjunction with the Bank in early November. 

Thanks to you, it looks like we are well on our vrzy to making substantial progress in 
this area. I 

L. Ronald Scheman 

cc: Mack McLarty, Special Counselor 
Amb. Jeff Davidow, Assistant Secretary 
Andrew Sammet, Deputy Secretary 
Bill Schuerch, DAS 
Mark Schneider, Asst. Administrator 
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INTER-A.VIERICAN DEVELOPMENT BANK ( 

MEMORANDUM 

FILE CLASSIFICATION: EVI.lab 

DATE: February 11, 1998 

TO : Enrique Iglesias, President 

CC : Bill Schuerch, DAS 

FROM : L. Ronald Scheman, 

SUBJECT : Labor Issues 

In an effort to better coordinate efforts to improve core labor standards' among 
member countries, this Chair would like to suggest that the Bank undertake a more pro-active 
role to assist member governments improve national labor standards, ensure compliance with 
labor codes, upgrade labor ministries and promote national dialogues on labor issues. 

Considering the importance of labor issues for economic development, our efforts to 
address poverty, and for regional economic integration, it is entirely appropriate that we 
explore better ways to incorporate these strategic objectives in IDB country programming, 
project execution, and procurement. This issue is relevant on two levels: for the Bank's own 
projects and procurement policies and secondly, to assist borrowing member nations to 
implement sound labor practices. 

A. Country Programs. All country program documents should be required to discuss the 
status of labor conditions in the country, their impact on development, and how the Bank 
might assist to improve labor standards and working conditions. It should review the status of 
labor legislation, practices, and minimum standards, with special attention to the capacity of 
labor ministers to enforce labor codes, management capabilities in the labor ministries to 
assure effective use of their resources, and programs to improve labor skills and productivity 
in the work environment. The country program should also discuss the nature of the policy 
dialogue on labor issues within the country and explore ways in which the Bank's technical 
cooperation and research programs might enhance that dialogue regarding the benefits of 
improved labor standards and policies cormected to labor reform. 

B. Project Execution. All project execution shall pay careful attention to labor conditions 
effecting contractors and sub-contractors. All contractors and sub-contractors involved in 

As employed in ILO agreements. 



project execution would be required to certify compliance with all national and ILO minimum 
standards in the course of project execution. Borrowers would be required to: 

1. Obtain similar certification from third party recipients of loan funds. 

2. Maintain such records to this effect as the Bank may require. 

The Bank would be authorized to cancel or suspend loan amounts if the borrower or 
other recipient of loan funding fails to comply with the regulations of illegal or sub-standard 
labor practices. 

C. Procurement . 

Procurement guidelines: The Bank standard procurement guidelines would require the 
borrowers to (1) comply with national labor laws and standards in all aspects of the project, 
and (2) include in all bidding documents and contracts prohibitions against substandard labor 
practices. In all bidding contracts, vendors should be required to certify that they will comply 
with all national requirements. In the event of breach, the lender or contractor would be 
entitled to indemnification for resulting losses and required to withhold funds from the project 
unless the illegal or sub-standard practices are promptly rectified. 

We hope that these suggestions be explored by Management and a specific program 
for implementation be presented to the Board within the next few months. 
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INTER-AMERICAN DEVELOPMENT BANK 

MEMORANDUM 
File Classification: 

DATE: 
TO; Mack McJjarty 

Special Counselor t o the Prelfeidept 

FROM: L. Ronald scncman 
O.S. Executive D i r e c t o r 

SUBJECT: IDB Labor-Related A c t i v i t i e 

November 3, 1997 

Hero i s a 
discussed. 

Sammary of major IDB i n i t i a t i v e s i n the labor f i e l d , as 

Re s t r u c t u r i n g of Labor M i n i s t r i e s and labor code r e v i s i o n s through 
components of loan and grant operations. For example, 

A $250m loan t o Me:iico f o r a Labor Markets Modernization Program 
i s strengthening the M i n i s t r y of Labor's capacity t o undertake 
.labor marVet and regu l a t o r y reform.?, and Ttiea.^urea to .i.mprov« 
workplace p r o d u c t i v i t y , i n d i v i d u a l and c o l l e c t i v e labor 
agreements, occupational safety and t r a i n i n g . 

A $1.4m grant t o B o l i v i a f o r a Labor Regulations Modernization 
Program (S1.4 M) i s f i n a n c i n g a n a t i o n a l consensus b u i l d i n g 
Ci^logwe t o b r i n g about labor market reform, s p e c i f i c a l l y the 
revi.-?ion of labor codes 

Technical assi.stance and t r a i n i n g programs t o a s s i s t workers displaced 
by p r i v a t i z a t i o n or downsizing t o obtain new employment i n Chil e , 
Colombia, Argentina, Ecuador, Uruguay and Peru through the M u l t i l a t e r a l 
Inv^stmpnt Fund (MTF). 

The MIF i s also f i n a n c i n g youth employment t r a i n i n g programs i n 
Venezuela, Peru, Paraguay, Mevioo, and Argontinn. Thc^so programs 
t a r g e t unemployed, high r i s k youth w i t h s k i l l s t r a i n i n g . 

The most recent IDB Economic and Social Progress (IPES) Report concludes 
t h a t L a t i n America has made the most progress i n achieving trade 
l i b e r a l i s a t i o n and other s t r u c t u r a l refonns, bat i t ĥ i.s recorded tha 
slowest progress i n labor market issues. 

The upcoming IDB Qnnua.1 meeting i n Cartegeno w i l l foauo a t t e n t i o n on 
" The employment problem i n L a t i n America: Roots and Remedios," the 
.^suhje.ct of a seminar at the meeting. 
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U.S. Department of Labor Deputy Under Secretary tor 
International Affairs 
Washington. D.C. 2021D 

December 24,1997 

MEMORANDUM FOR AMBASSADOR DAVIDOW 

FROM: W Andrew J. Samet ^Vcfi/''^ 
y Acting Deputy Under'Secretary, 

International Affairs 

SUBJECT: Department of Labor Comments on Snmmit ofthe 
Americas Action Plan 

Attached are the Department of Labor's comments and suggestions regarding labor issues 
addressed in pomts H (Democracy) and IV (Poverty Alleviation) of the draft Santiago Plan of 
Action. Wc do not have comments on labor issues related to point IH (Trade) at this time smcf. 
we understand this portion ofthe Action Plan is being negotiated primarily through a process that 
involves Trade Ministers. 

In addition to recommending some changes to the specific action items, we have also 
recommended some changes to the agenda items. On point we have suggested language that 
simplifies a very convoluted sentence. On point IV we believe that, as previously drafted, the 
agenda item went too far in the direction of agreeing with Mexico's premise tiiat labor issues eue 
only a national concem. Acceptance of this premise in the Action Plan will make it more 
difficult to reach our broader objectives in the labor area. 

cc Amb, Richard B r o ^ 
Bryan Samuel 
Nelson Cunningham 
Karl Hofftnan 
Peter Allgeier 

Working for America's Workforce 
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12/24/91 

II. Preserving and Strengthening Democracy and Human Rights 

Actions to cooperate to modernize labor market policy. 

Govemments will: 

• Ensure labor ministries have the capacities to support the goals of the Santiago Plan of 
Action, enliancing their response to the needs of workers and employers, specifically hy 
improving the quality of services offered to workers, the integration of technology into 
these services, the quality of labor market information, and safety and health condition:; in 
the workplace, as well as by decentralizing, where appropriate, their presence to cover 
more areas within their respective countries. With the participation of the ILO and ofthe 
IDB, labor ministries wUl undertake intemational cooperation to exchange information 
regarding modemization experiences of Ministries of Labor ofthe Americas. 

• Give special attention to Ihe integration of youth, women, and the disabled into the 
workforce, and to the particular needs and services for such segments of the workforce 
and exchange experiences and information among labor ministries on best practices in 
these areas. 

Rationale 

The proposal takes into consideration a proposal advanced by the Govemment of Mexico at tb<; 
Decembia' 10 SIRG meeting in Washington. The Mexican proposal makes the useftil point that 
the ILO and the IDB can make usefial contributions to Ministries of Labor in their efforts towajd 
reaching the goals ofthe Santiago Plan and enhanciog their response to the needs of workers and 
employers. 

Paragraph 1: The second sentence of the paragraph reflects the Mexican proposal that 
govemments should be able to draw on technical assistance £rom the ILO and the IDB in 
modernizing their Labor Ministries. 

Paragraph 2: The last clause reflects the Mexican proposal that exchanges of information 
regarding best practices would also be a constructive activity. 
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IV. Eradication of Poverty and Discrimination 

Actioag to support the goal of ensuring quality jobs, and of safeguarding the basic 
rights and interests of workers and to tlib end, freely promote respect fur relevant ILO 
conventions. 

Govemments will: 

Examine their own labor codes, in accordance with national legal firameworks, to ensmci 
they provide for core labor standards, including freedom of association; the right to 
organize and bargain collectively; the prohibition of forced labor; the eHmination of 
exploitative forms of child labor; and non-discrimination in employment and occupation, 
which are currently being discussed in intemational bodies, including the International 
Labor Organization. 

Assess the capacity of their labor ministries to implement adequately core labor standairis 
as a fundamental component of productive workplaces and positive labor-management 
relations, including with the assistance of the ILO and IDB to help strengthen their 
ministries. 

• Report on their national labor code examinations, the status of implementation and 
enforcement of core labor standards and progress ia die area of labor management 
relations at a meeting of labor ministers in 1999 and subsequent mecitings as appropriate 

Strengthen their commitment to the observance of intemationally recognized core labor 
standards. The ILO is the competent body to set and deal with these standards and 
govemments affirm their support for the ILO's work in promoting them. Govemments 
believe that economic growth and development fostered by increased trade and further 
trade Uberalization contribute to the promotion of these standards. Governments reject 
the use of labor standards for protectionist purposes, and agree that the comparative 
advantage of countries, particularly low-wage developing countries, must in no way be 
put in question. In this regard, governments note that the WTO and ILO Secretariats v/lU 
continue their existing collaboration. 

Rationale 

The proposal takes into consideration the comments made by the Delegations of Mexico, 
Canada, Bolivia and Trinidad and Tobago at the December 11 SIRG meeting in Washington. 
Mexico and Canada offered specific language suggestions to the U.S. proposal, while Bolivia 
and Trinidad and Tobago opincd'that the language of the actions items should be broadened -
along the lines proposed by Mexico — to include actions related to core labor standards in the 
ILO. 
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Paragraph 1: The verb "review" has been changed to "examine" in tho first line to make it clear 
that what is expected is for governments to assess internally their domestic law, without 
prejudging whether a change in law is necessary or desirable. The word change also responds lo 
the concem that the direct Spanish transktion of review is "revisar," which can be mterpreted to 
mean change rather than an assessment. 

Paragraph 2: This paragraph has been amended as suggested by Canada. 

Paragraph 3; In accordance with Canada's suggestions, a new paiagmph 3 has been created by 
breaking out the from paragraph 2 the concept of meetings to discuss the examinations and for 
other reasons- A labor ministers meeting is proposed for 1999 since labor ministers will meet in 
1998 under the auspices of the OAS. 

Paragraph 4: This paragraph incorporates Mexico's interest hx referencing language from the 
Singapore WTO Mitdsterial Conference Declaration. Beginning with the second sentence, die 
paragraph cites in fiill the decision reached at the WTO Ministerial Conference held in Singapcire 
in December 1996 regarding labor standards. 


