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1.  The 63 rd Meeting of the Development Committee takes place against predictions of a
slow down in the performance of the world economy.   In contrast to the more positive forecast
by the IMF, World Economic Outlook last September, the present diagnosis is that the prospects
for global growth have weakened significantly, led by a marked slowdown in the United States, a
faltering in the recovery in Japan, and a moderating growth in Europe and in a number of
emerging market countries. Although there is a reasonable prospect that the slowdown will be
short lived..,  the outlook remains subject to considerable uncertainty and a deeper and more
prolonged downturn is clearly possible.

2.  This volatility of the world economy underscores the need to integrate economic and
social policies in order to hedge against the negative impact of the slowdown, and strengthen the
sources of future growth. This has been the organizing concept for the ILO s Governing Body
Working Party on the Social Dimension of Globalization where a central theme for the debate is
how to achieve policy coherence for sustainable growth. The ILO constituents have made  the
Working Party into a high-level forum for free and constructive debate on globalization, in a
search for ways of promoting social goals alongside economic ones. The Bank and the Fund are
already active participants in the Working Party and we look forward to continued collaboration
in the design of appropriate policies for the global economy.

3.  The agenda of the 63 rd meeting of the Development Committee reflects the new
vision of the Bank and the Fund and their respective leadership in responding to the real
demands of member states. The ILO welcomes in particular the focus on the World Bank
Group’s support for middle-income countries.  The changing paradigm for development
assistance through a Country Assistance Strategy (CAS), which is to be grounded in the
country’s agenda and institutions, responds to the facts that the majority of the world’s poor
people live in these countries, and that these countries play an important role in determining the
changes in world demand and, therefore, the performance of the global economy. The lessons of
recent crises in Asia, Latin America and Eastern Europe, and their aftermath illustrate the
importance of this initiative.

4.  The ILO continues to emphasize the need for development strategies in these
countries to include, as an integral part, the design of policies and institutions for social
protection and social dialogue. Had these policies and institutions been in place, these countries
would have been better equipped to absorb the impact of  financial shocks while avoiding the
devastating social cost reflected in the steep increase in poverty and unemployment. Providing a
social floor based on rights at work as well as on sound strategies of social protection must go
hand-in-hand with sustained economic growth.  It is clearly essential for the multilateral system
to work in an integrated way in these countries, so that the comparative advantage of each
institution is  mutually reinforced

5.  Equally important is the paper on Leveraging Trade for Development: World Bank
Role. Its emphasis on behind the border issues is particularly welcome. The ILO endorses the
priorities of identifying the effects of reforms on the poor,
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designing compensatory programmes where possible, and helping countries to build pro-poor
growth programmes into Poverty Reduction Strategies.

6.  While it is certainly the case that increased access to industrial country markets,
especially for least-developed country exports, would enlarge the potential for growth and
poverty reduction, translating this into better living standards for the poorest requires a
significant effort to improve the institutional framework of developing countries in order to
support the participation of the world’s poorest in the process of globalization. The ILO’s own
work has shown for instance that opening to trade and foreign investment has tended to increase
demand for skilled labour more than unskilled. In some countries opening has been accompanied
by a trend to wider income inequality and a less distributive tax system. An issue of concern here
is how to reverse these disequalizing trends.

7.  In this respect, the Third UN Conference on Least Developed Countries (LDCIII) to
be held in Bruxelles in May provides a challenge to the imagination of all those working in the
multilateral system. Our success will be measured by our ability to come up with innovative
solutions to match the welcome initiative by the EU to open the borders of its countries to
everything but arms from LDCs. In this way, we can ensure the participation of these countries
in the global economy on an equitable basis. As the Progress Report on Poverty Reduction and
Global Public Goods rightly points out supporting national policies to strengthen market
institutions, infrastructure, and investment efficiency still holds the potential for the greatest
gains from trade for most countries. This is particularly so if such policies maximize their
employment creating potential.  The Progress Report  highlights the point that global public
goods are also national public goods, and that action at the multilateral and regional levels should
reinforce that at the national level. It emphasizes that partnerships between multilateral agencies
are essential to the promotion of policies to improve the delivery of global public goods and to
support national authorities reform.

8.  The action by the multilateral system in combating HIV/AIDS is a good case in point.
In response to urgent requests by member States, and in view of its expertise in the protection of
rights, education and training, and technical co-operation, the ILO has launched a new
programme with the objective of building the capacity of the tripartite constituency to combat
this disease in the world of work. In the interest of complementing and not duplicating the work
of its UN system partners, the ILO works in close cooperation with UNAIDS and its co-
sponsoring agencies, having signed a framework agreement in June 2000. The ILO endorses the
Bank’s approach to intensifying action against HIV/AIDS in Africa.   The fact that HIV
predominantly affects the active population, and that the workplace is highly conducive to both
prevention and protection activities, including care and support, have been important motivating
factors, focusing on the legal and policy framework to ensure that national programmes include
provisions for the world of work based on non-discrimination and protection, and strengthen the
capacity of employers� and workers organizations. The keystone of the programme’s first phase
of action is a draft Code of Practice on HIV/AIDS in the world of work. This gives practical
guidance to a broad spectrum of policy makers, organisations and workplace actors on limiting
and managing HIV/AIDS in the world of work. The Code of Practice will also be presented to
the Special Session of the UN General Assembly in New York in June.
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9.  The ILO continues to support the comprehensive development approach, and the
development and implementation of PRSPs at the country level.  In this the ILO is increasingly
active in a broad range of countries, in response to national demand, including in the five
countries selected for special collaboration (Mali, Tanzania, Honduras, Cambodia, and Nepal).
The ILO’s contribution has been twofold:  (a) to strengthen recognition of employment as being
instrumental in poverty reduction; and (b) to strengthen participation and national ownership of
the policies prescribed, through dialogue among social partners: governments, employers,
workers and other civil society representatives.  In so doing, the ILO is bringing to the table its
concept of decent work as an agenda for development.  For us, achieving decent work for women
and men is the most effective way not only for poverty reduction, but for realizing the productive
potential of the working people; therefore, a priority in the development agenda is to close the
global decent work deficit as reflected in the following:

- 80% of the working age population does not have adequate social protection;
- a third of the world s workers are unemployed or underemployed, and over the next

decade 500 million newcomers will enter the labour markets;
- rights to organize are still regularly flouted;
- gender inequality and other forms of discrimination remain prevalent;
- 500 million working poor are unable to bring their families above the $1 per capita per

day level.

Decent work not only reflects the aspiration of individuals and families, but is also consistent
with efficiency criteria.  Research at the ILO has shown that:

- economic growth and decent work are mutually supportive;
- decent work can be enhanced further without being constrained by the level of economic

progress;
- There is complementarity between the progress in different dimensions of decent work;

10.  Our experience has shown that the centrality of employment, and good quality
employment, is essential for economic and social policy making.  This will be the main theme
for the Global Employment Forum to be held in Geneva in November 2001. The ILO will be
submitting  A Comprehensive Employment Framework to chart out a new approach for putting
employment at the heart of national and global policymaking.  The Bank and the Fund are
invited, together with other agencies, to be partners in this endeavor.

11.  Turning more specifically to the agenda items for the Joint Meeting of the IMFC and
the Development Committee, we are pleased to note the significant progress that has been made
on the HIPC process since the last report. We equally share the concern that further progress in
terms of the number of countries to be brought into the process will be increasingly difficult in
view of the fact that most of the remaining eligible countries are in conflict or post conflict
situations. This will also affect the PRSP process.  Restoring peace and the institutions for
democratic governance in such countries has thus been correctly identified as an important
priority for the international community. The ILO has taken steps to be an active partner in this
effort, especially through its special programme on Crisis Response and Reconstruction. Under
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this programme we are engaged in the challenging task of providing assistance in fostering
dialogue, building social and labour market institutions and in generating decent work in post-
conflict situations. This is an important aspect of sound political and economic governance and
poverty reduction. More generally, such efforts are also crucial for maintaining long-term
external debt sustainability. As noted in the Joint Memorandum of the President of the World
Bank and the Managing director of the IMF, it is essential to strengthen the economic reform
agenda and to forge greater social cohesion which together constitute a potential source of
growth that could be unlocked by the PRSP process.

12.  We warmly endorse the statement in the Joint Memorandum that efforts of the World
Bank and the IMF in fighting poverty is based on the vision adopted by the Millennium Summit.
We also agree that the points enumerated in the second paragraph of the Joint Memorandum are
important areas for concerted efforts of both developed and developing countries in order to
realise that vision. We feel, however, that the need to create an environment conducive to
employment and job creation is also essential, and that another significant omission from this list
of priorities is the issue of human rights, including fundamental labour rights, since this is an
essential component of the fight against poverty and underdevelopment. This is especially so in
view of the importance that is correctly attached to good governance and democratic
participation in the PRSP process.

13.  We also agree with the thrust of the steps outlined in the Joint Memorandum for
facilitating the PRSP process. These measures are of considerable significance for the entire
multilateral system in view of the central role the PRSP process is assuming in shaping
international efforts to fight poverty and country development strategies. In view of this, greater
policy coherence and coordination of action across the multilateral system is more important
than ever. In this connection it would be highly desirable to strengthen mechanisms that will
allow the Bank and the Fund to draw upon the expertise of other agencies in specialised fields
and to take into account their views in the further development and implementation of the PRSP
process. The description of the process of implementation set out in the Joint Memorandum and
in the supporting papers rightly emphasises steps to achieve a clearer division of labour and
coherence between the Bank and the Fund. But it appears that insufficient attention is being paid
to the equally germane issue of wider coherence across the multilateral system. For example, in
paragraph 47 of the paper on Progress in Implementation of PRSPs it is noted that there is broad
agreement that Fund and Bank conditionality under the PRSP should be selective, focussing on a
few key measures that are central to the success of the country’s strategy. The following
paragraph then states that the division of responsibility between the two agencies would be such
that the PRGF would not normally extend conditionality into areas of structural and social policy
outside the Fund’s domain of expertise and responsibility, ....... Where possible, conditionality on
these aspects of policy would  be covered instead under IDA lending operations, especially
PRSCs. While this is a positive development insofar as intra-Bretton Woods collaboration is
concerned it needs to be recognized that the shift to a comprehensive and holistic approach to
poverty reduction and development gives rise to wider issues of coordination and collaboration
within the multilateral system as a whole. The more comprehensive the approach to development
becomes the greater is this need for wider collaboration across the multilateral system. The PRSP
and related processes already involves areas of  structural and social policy that extends beyond
the expertise and responsibilities of even the Bank. As such, the issue of mechanisms through
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which the Fund and especially the Bank can draw upon the expertise and to take into account the
views of other agencies is one that now deserves serious consideration.

14.  An illustration of the relevance of this issue is provided by the guidelines prepared
for Joint Staff Assessments of full PRSPs. It is evident that the guidelines set out in Annex 2 of
the paper on Progress in Implementation of PRSPs are very wide in scope. For instance, under
the rubric of Building Country Ownership through Participation normative issues are clearly
unavoidable in the assessment of country performance. There should thus be an effort to refer to
universally agreed standards on issues such as Freedom of Association and to draw on the
expertise of relevant organisations in this area. This is particularly important in view of the
findings in the first JSAs that there is scope for a further strengthening of the participatory
processes in the PRSPs and the large challenge that still remains in terms of institutionalising
participation on a permanent basis. Similarly, with respect to the section on >policies for social
inclusion and equity there will obviously be large potential benefits to be derived from
consulting and collaborating with agencies with the expertise and primary mandate on issues
such as fair and equal treatment of poor men and women under the law and on social protection
and labour policies.

15.  In relation to other aspects of facilitating the PRSP process we strongly support the
proposal to strengthen support for social impact analysis. The ILO attaches great importance to
the increased use of both ex ante and ex post social impact analysis in the formulation and
implementation of policies at both the international and national level. We believe that this is
essential for achieving the greater integration between economic and social policies that is
increasingly required to achieve widely shared economic and social progress in a globalizing
world. ( I have set out my views on this issue in a recent paper I presented to the ACC). The ILO
is engaged in work on this issue and would be happy to collaborate with the Bank in its efforts to
develop improved methods for social impact assessments.


