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The weakness of the Sustainability Chapter lies in its implementation mechanisms. It only provides for 
government consultations and, if these fail, the opinion of an expert committee. There is no structure 

to bindingly implement the proposals of the committee; the report only states “[t]he parties shall make 
their best efforts to accommodate [it]”9. This means that the provisions of the Sustainability Chapter 
have been exempt from the dispute resolution procedure, which is in contrast to the actual trade 

provisions that provide for sanctions (for example the increase of tariff rates) in case of non-
compliance with the decision of the dispute resolution organ. A balanced structure of capacity 
support, incentives and the power to impose sanctions would have increased the credibility and 

effectiveness of the Sustainability Chapter. This procedure, however, also conforms to the strategy of 
the European Commission, which rejects to link the violation of employees’ rights with sanctions 
(interview DG Trade 2010). 

 

3. Good Practice elements of existing agreements 

USA - Cambodia Textile Agreement (1999) 

A programme for implementing and promoting improved working conditions has been created within 
the scope of this agreement. This so-called “Better Factories” Programme (started 2001) has two 
main characteristics: it includes positive incentives for the compliance with employees’ rights as well 

as a monitoring function of the ILO. All factories of the Cambodian textile and clothing sectr – with the 
exception of some suppliers – are registered and monitored by a local monitoring team in a 10-month 
cycle. The results of this supervision are monitoring reports of the factory visits and a publicly 

available summary report. This reporting process is made possible by a separate computer 
management system and made available to major companies resp. suppliers. Within the scope of the 
trade agreement, Cambodia has been guaranteed a fixed import quota (9 % p.a. in the first 3 years 

and 18 % in the following year 2004), which, based on progress made in improving working 
conditions, could be increased accordingly for each following year – until then a unique system of 
directly linking positive quota incentives with the implementation of labour rights.10  

 
Two problem areas have been identified and solved during the course of the project. The Programme 
was based on the voluntary participation of the companies; the quota increase, however, was granted 

on the basis of the overall situation of the Cambodian textile sector. This resulted in the so-called “free 
rider syndrome”, which gave advantages to those who did not participate in the Programme. As a 
result, the Cambodian government introduced legislation that reduced the number of available export 

licenses to the number of participants in the Programme. This led to a complete coverage of the 
sector. The second problem was the reporting on the progress concerning working conditions. The 
report format had not been determined, for example with respect to the important question of 

including factory-specific results. Subsequently reporting was agreed upon as follows: a first report 
published the result for all inspected factories. The second report provided a synthesis and an 
overview about the problems examined, without naming specific factories. Those factories that did not 

remove labour rights violations after a certain period were named in the following report. In doing so, 
decisive progress was made with regard to increased transparency.  
 

Many participants valued the “Better Factories Cambodia” Programme as successful; some even 
called it the most successful initiative in this sector. However, inadequacies have also been noted. 
                                                      
9 See Art. 13.15 (2). 
10 Polaski, S., Protecting Labor Rights Through Trade Agreements; An Analytical Guide (2004), 21f, and Wells, 
D., “Best Practice” in the Regulation of International Labor Standards: Lessons of the U.S.-Cambodia Textile 
Agreement (2006), 363. 


