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The 2000 Spring Meetings in Washington provide a unique opportunity for
reflection on the major issues that confront the multilateral system at present. Two
questions dominate: (a) how can the potential of globalization to benefit everybody be
realized and its negative effects contained?; and (b) what are the most effective
strategies for poverty reduction in the new millennium?

The facts are well known.  At present, the problems of employment and poverty
continue to present formidable challenges at both the national and international levels.
Despite slight employment revival in Europe in recent years, the global employment
situation remains grim. The ILO estimates that by the end of 1998, some 1 billion
workers - or one-third of the world's labour force - were either unemployed or
underemployed. The number of persons who are actually unemployed will have reached
about 150 million by the end of this year.  In addition, 25 to 30 per cent of the world's
workers - or between 750 and 900 million people - will be  underemployed, i.e., either
working substantially less than full-time, but wanting to work longer, or earning less
than a living wage.  Although the employment outlook has picked up somewhat in a
number of industrialized countries, this has to be weighed against persistent difficulties
faced in Central and Eastern Europe, and in East Asia.  The Asian financial crisis alone
added about 10 million new unemployed to the 140 million global unemployed
estimated prior to the start of the financial crisis.  Elsewhere, in South Asia and Africa,
the employment picture has failed to improve.  In Latin America, unemployment has
grown as a result of low or negative economic growth. In the European Union, recent
economic improvements have reduced average unemployment, from 10.7 per cent in
May 1997 to 9.5 per cent in February 2000.  A notable exception has been the United
States, where unemployment is at its lowest level since the early 1970s.  These
stubbornly persisting high levels of unemployment and underemployment have
triggered growing concern over the social exclusion that follows from limited
employment opportunities for the young and the old, the less skilled, the disabled and
the ethnic minority groups - and with a bias against women.  Youth unemployment
rates continue to be on average double those of adults.  The ILO estimates that there are
about 60 million young people, between the ages of 15 and 24, who are in search of work
but cannot find it.

Poverty continues to present a daunting challenge. According to the World
Bank, while some progress has been made in reducing poverty, this inching forward has
been painfully slow and uneven.  With respect to income poverty, we can see two trends
over the past decade.  In percentage terms, the picture looks positive.  The proportion of
the population of developing and transition economies living on less than $1 a day fell
from 28 per cent in 1987 to 24 per cent in 1998.  Excluding China, the reduction is
rather less - from 29 per cent to 26 per cent in those same years.  But a growing world
population has delivered a stark challenge.  The actual number of people living in dire
poverty has remained roughly constant, at about 1.2 billion.  Excluding China, the
number has actually risen, from just under 880 million to over 980 million.  In addition,
the total number of people living on under $2 a day is now estimated at nearly 3 billion,
approaching half the world's population.  These figures mask substantial regional
differences with the number of people living below the $1 a day level in sub-Saharan
Africa growing over the 1987-98 period from under 220 million to over 290 million -
more than 70 million additional individuals.  The increase has also been large in South
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Asia (48 million) and in the transition economies of Eastern Europe and Central Asia
(23 million).  Latin America and the Caribbean have seen an absolute increase of 14
million.  The prospects for future reduction in the numbers of those living in poverty do
not look bright.  Recent World Bank estimates, based on a "business as usual" scenario
of continuing slow growth and recurring crises, show that by 2008 the same number of
people, about 1.2 billion worldwide, may still be living on under $1 a day.

All this must be seen within the framework of a globalizing world. Globalization
creates both unprecedented economic opportunities as well as deepening social
inequalities and personal insecurities. As the 1995 Copenhagen Declaration of the Social
Summit noted: "globalization … opens new opportunities for sustained economic
growth and development of the world economy, particularly in developing countries",
but that "at the same time, the rapid processes of change and adjustment have been
accompanied by intensified poverty, unemployment and social disintegration".
Accordingly, it identified the key challenge as that of "how to manage these processes
and threats so as to enhance their benefits and mitigate their negative effects upon
people".  If anything, these insights remain more valid than ever after the five years
that have elapsed since 1995.

Against this background, the ILO believes that it has become essential to work
towards a closer integration between economic and social policies at both the
international and national levels.  At the international level this implies that the ongoing
initiatives to develop close collaboration between international economic and financial
organizations on the one hand, and those with a social mandate like the ILO on the
other, needs to be pursued vigorously, exploiting more fully the mutual
complementarities between economic and social policies and allowing for greater policy
coherence.  An integrated approach that considers economic and non-economic factors
simultaneously is likely to yield both better economic and distributional outcomes.  It is
also more likely to advance goals that are desirable in their own right such as a greater
degree of participation and democracy.  For example, simultaneous progress in
achieving economic growth, boosting employment, reducing inequality, improving
socioeconomic security, strengthening basic rights and democratic governance, and
developing sound institutions necessary for the efficient functioning of markets, can all
be made mutually supportive.  It will reduce the risk that policies in one sector
undermine, rather than support, the attainment of objectives in another.  It will also
facilitate progress towards an optimal allocation of resources between the competing
claims of economic, social, and political objectives.  As such, in terms of policy
outcomes, the whole will be greater than the sum of parts.

There seems to be a consensus, to which the ILO fully subscribes, that we
need to rethink development. As Mr. Wolfensohn summed it up in his speech for
Coalition for Change last year, "we need a new international architecture to parallel the
new global financial architecture". In fact, the different actors within the multilateral
system are searching for a new paradigm. The IMF declared in the Summit Meeting of
African Heads of States (18 January 2000) that "poverty reduction is a priority for all
of us, calling for country-driven strategies that involve all partners in development".  Its
Poverty Reduction and Growth Facility (PRGF) has been launched as an instrument to
contribute to this initiative.  UNCTAD X participants declared that "we came to
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Bangkok to deliberate on developmental strategies in an increasingly interdependent
world, and on how to make globalization an effective instrument for development".
The UNDP's Poverty Report 2000 provides an approach for "overcoming human
poverty".  And finally, the recently launched Millennium Report of the United Nations
Secretary-General “We the peoples: the Role of the United Nations in the 21st Century”
urges the world leaders to make globalization work for people in every nation.  The
World Bank/IMF efforts with respect to the implementation of the Poverty Reduction
Strategy Paper process, and the enhanced HIPC debt relief initiative are an important
component of this global response.  The massive demonstrations in Seattle at the end of
last year during the WTO Ministerial Conference and those surrounding this very
meeting are symptomatic of the widespread sense of anxiety and socioeconomic
insecurity that has accompanied the accelerating process of globalization.  Unless
effective action is taken soon to allay these fears, the present form of globalization may
be stalled by a growing social and political backlash.

Since 1994 the ILO has been addressing this issue through a Working Party on
the Social Dimensions of the Liberalization of International Trade.  At its last meeting a
fortnight ago, the Governing Body decided to extend the scope of this work and gave the
Working Party a wider mandate.  The Working Party, now renamed the Working
Party on the Social Dimension of Globalization, will focus its work on the crucial issue
of how the process of globalization can translate into social and economic progress for
all.  Its high-level tripartite deliberations on the issue will be supported by an expanded
programme of research that is being launched by the International Labour Office.
Since its inception the Working Party has welcomed the participation of the IMF and
other institutions such as the World Bank, the WTO, and UNCTAD in its work.  It
renews this invitation in the new and expanded phase of its work and looks forward to
active and substantive collaboration with these organizations, both in its deliberations
and in the carrying out of the research upon which these discussions will be based.

Furthermore, the ILO's decent work agenda, which emphasizes the roles of (i)
fundamental principles and rights at work, (ii) the creation of quality employment
through productive investment and enterprise development, (iii) social protection, (iv)
transparent and free social dialogue for conflict resolution, consensus-building, and
legitimacy, and (v) gender equality, is intended to provide an important contribution to
the development of the new paradigm.

 To be effective, decent work has to be placed within a coherent policy framework
supported by the multilateral system as a whole. We can no longer afford to provide
countries with disparate, and sometimes contradictory, policy advice.  It is within this
perspective that the ILO is determined to be a full partner within the system, notably
taking part in the World Bank and IMF initiative on poverty reduction.  The ILO offers
its unique tripartite platform at the country level to enhance ownership and consensus-
building around the poverty reduction strategies being promoted within a
comprehensive development framework by the Bank and the Fund at the country level,
integrated with the ILO’s own agenda for the promotion of decent work.



The achievement of this task depends on providing sound answers for a number of
questions and challenges that remain before us.  Prominent among these are:

1. How to design macro and sectoral policies for employment-intensive growth
and to ensure that full employment is re-established as a central objective of
national and international economic and development policies.

2. How to enhance the potential of employment creation in the informal
economy at a time when the share of the formal sector in developing
countries has been declining, with particular priority being given to the
possibility of upgrading the productive part of the informal economy to the
small and medium enterprise level, and to the need to respect basic rights at
work.

3. How to improve and adapt systems of social protection to the needs of
different countries and various sectors, to cope better with insecurity
resulting from globalization, and to extend coverage to all workers, while
drawing a balance between the cost of social protection and the benefit of
stability.

4. How to put in place precautionary measures against sudden shocks (the
lesson of the Asian crisis should not be forgotten).

All this urgently requires creating a better understanding of the interaction
between different dimensions of economic and social policies within the new
framework of a global economy.  This would serve as a basis for policy proposals
that could enhance the capability of countries to cope better with the social impact
of globalization, and to build the consensus required at the national and
international levels, for comprehensive and sustainable development and poverty
reduction to become a reality.




