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UN Conference on the World Financial and Economic Crisis and Its
Impact on Development Adopts Wide-Ranging Outcome Document

INTRODUCTION

After five days of debate, the United Nations Conference on the
World Financial and Economic Crisis and Its Impact on Develop-
ment (24-26 June 2009, New York) formally concluded its delib-
erations on 30 June, with UN General Assembly President Miguel
d’Escoto Brockmann urging delegates to be inspired by the work
they had done “and sustain the same sense of urgency and com-
mitment as we translate this bold new framework into effective
action.”

In his closing remarks, Mr. d’Escoto said the Conference had
focused world attention on a crisis that was gripping everyone
around the globe and required urgent steps to solve pressing
problems and reform outdated institutions.

The Conference brought together world leaders to assess the
worst global economic downturn since the Great Depression and
identify emergency and long-term responses to soften its many
impacts. It had been mandated at the International Conference
on Financing for Development in Doha in December 2008 (see
Go Between 118). 0n 26 June, delegates adopted a wide-ranging
Outcome Document that contained recommendations to fight
the global recession and follow-up processes that may open the
doors to promoting deeper reforms of the global financial and
economic architecture.

The Conference saw the attendance of 60 Member States at the
cabinet level and the participation of more than 170 Member
States during the plenary sessions. Mr. d’Escoto said there was a
significant degree of resonance between the many calls and pleas
made during the Conference and the decisions and recommen-
dations enveloped in the Outcome Document. For this and many
reasons, the final declaration of the Conference met the test of
a plan of action suitable for the times. “It is, in short, a historic
landmark — the beginning, not the end, of an important and nec-
essary journey.”

“This Conference is an historic opportunity for change. It has
brought the UN membership closer together to strengthen, im-
prove and reform global economic governance. The fact that we
have been able to agree on a balanced and ambitious Outcome
Document is a testament to the vitality of the UN. It has dis-
proved many of the skeptics. This Conference should not be an
end in itself”

— Minister of External Relations of Brazil Celso Amorim

HIGHLIGHTS OF CONFERENCE OUTCOME

In a statement made on behalf of UN Secretary-General Ban
Ki-moon, Under-Secretary-General for Economic and Social
Affairs Sha Zukang said the Member States had used sheer
political will to arrive at a consensus document that he termed
a “milestone.” The global consensus achieved during the Con-
ference had helpe(?shape a defined role for the United Nations
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in dealing with the global financial and economic crisis, he
said. Furthermore, the Conference had delivered a powerful
message to all countries, and the Outcome Document would
help contain the effects of the financial crisis as it provided a
way forward to improve the global economy’s resilience.

Observers’ take on the Conference outcome ranged from
strong disappointment to cautious optimism on the way for-
ward. Most agreed that it certainly referred to a much more
comprehensive reform agenda than the one agreed to at the
April G-20 Summit in London. It was also noted that there
had been very little time for substantive negotiations once the
modalities of the Conference had been agreed on (less than
two months) and the outcome should be treated as the start
of a process that is meant to build steam in the months and
years to come.
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The Outcome Document recognizes that the lack of policy co-
herence of the global economic system needs to be urgently
addressed. It stresses “the importance of the United Nations’
role in international economic issues,” emphasizing that its
“universal membership and legitimacy” makes it “well po-
sitioned to participate in various reform processes aimed at
improving and strengthening the effective functioning of the
international financial system and architecture.” It makes ref-
erences to issues and recommendations of the “Stiglitz Com-
mission” (see Box 1) which had contributed to the Conference
preparations. These include:

- Adequate resources and policy space for developing coun-
tries to mitigate the crisis (no specificamount of resources
were committed but it was general(v understood that this
was not meant to be a “donors’ conference”)

- Debt standstills, restructuring and susta|nab|l|ty (includ-
ing the need to take appropriate measures for developing
countries to avoid a new debt crisis);

- Right to use legitimate trade defense measures by devel-
oping countries consistent with WTO provisions;

- Rightto impose temporary capital restrictions;

- Strengthened international tax cooperation and innova-
tive financing mechanisms ;

- Expanded allocation of Special Drawing Rights (SDRs),
which could be the basis for deeper reform of the current
global reserve system, with a complementary role played
by regional arrangements;

- Policy coherence and consistency in global economic
governance as well as reform of the Bretton Woods insti-
tutions, including enhancing the perspectives, voice and
participation of developing countries in these institu-
tions;

- Establishment of an independent panel of experts on the
world economic and financial crisis that would inform
“international action, political decision-making”and fos-
ter “constructive dialogues and exchan?es among policy
makers, academics, institutions and civil society”; and

- Establishment of an open-ended working group of the UN
General Assembly to follow-up on the issues contained in
the Outcome Document and report on the progress of its
work to the General Assembly before the end of its 64th
session (that is, by mid-September 2010).

The precise role of the UN in global economic governance
reform will likely be hotly debated in the coming months.
In particular, many Member States are expected to continue
supporting the establishment of a Global Economic (Coordi-
nation) Council under the purview of the United Nations (see
also Stiglitz Commission recommendations in Box 1).

The Outcome Document also refers to the “Global Jobs Pact
adopted at the 2009 International Labour Conference in Gene-
va just a few days earlier, which many regard as dealing with
both short-term global jobs and demand crisis mitigation and
longer term systemic reforms (see Go Between 119).

Many of these substantive issues are discussed in more detail
in the following sections, including the report of the Public
Symposium on the economic crisis and development which
the United Nations Conference on Trade and Development

”

“The EU is in favour of a key role for the United Nations in the
efforts to help developing countries tackle a variety of global so-
cial, economic, financial and environmental challenges and foster
sustainable development in all its dimensions.... Coherence and
coordination of policies and actions between the UN, the inter-
national financial institutions and the relevant regional organisa-
tions should be strengthened....We believe this UN Conference on
the World Financial and Economic Crisis and Its Impact on Devel-
opment is a very important event in coping with the crisis...”

— Deputy Minister of Foreign Affairs of Czech Republic (on
behalf of the EU) Helena Bambasova
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(UNCTAD) organized with NGLS on 18-19 May 2009 in Geneva
in the build-up to the UN Conference (see page 13). See also
Table 1, which provides a preliminary map of the main priority
areas emphasized by civil society and many Member States.

CIVILSOCIETY VOICE UNHAPPINESS WITH RESULT BUT HOPE
FOR THE FUTURE

Over 200 representatives of civil society attended and par-
ticipated in the UN Conference. Representatives participated in
roundtable discussions, side events and also organized a Civil
Society Forum on the eve of the Conference.

On final assessment, many found the Outcome Document to
be lacking in several key areas but they found hope in that the
document affirms a central role for the UN in the ongoing dis-
cussion on the global economy in light of the economic crisis.

In a statement on 26 June, the Global Social Economy Group
(GSEG), representing more than 200 trade unions, social
movements, and non-governmental organizations evaluated
the result of the Conference and expressed “serious disappoint-
ment” with the official Outcome Document. “In no way do the
results of the Conference measure up to the actions needed to
address the scale and depth of the economic meltdown, most
evident in the jobs crisis, particularly in developing countries,”
the statement said.

“The Titanic is sinking and governments are thinking about
the arrangement of the deck chairs,” Gemma Adaba, of the In-
ternational Trade Union Confederation (ITUC), said at a press
conference organized by NGLS on 26 June. Referring to the
analysis and recommendations of the Commission led by No-
bel Prize-winning economist Joseph Stiglitz, she added: “The
way forward is a way of struggle to bridge the gap between
the analysis, which shows what needs to be done, and the ac-
tions, which were very weak.”

At a post-conference civil society strategy session on 27 June,
many participants stressed the need for effective coordinated
strategies among civil society organizations, supportive gov-
ernments and other actors such as parliamentarians and so-
cial movements to ensure effective political mobilization in
the Conference follow-up. This would involve synergies with
other global systemic issues such as climate change and the

gomg global food and jobs crises. It was noted that the
conference process had helped to“break the silos”between dif-
ferent civil society networks working on debt, finance, trade,
development, human rights, decent work, climate change and
gender equality, but this process had to intensify in the months
and years to come, with more effective media strategies and

coordinated political mobilization at the national level.

NGLS photo

IMMEDIATE FOLLOW-UP

The UN General Assembly formally endorsed the Conference
Outcome on 9 July 2009 in Resolution A/RES/63/303. Many
follow-up action points were then taken up by the UN Eco-
nomic and Social Council (ECOSOQ) that held its 2009 substan-
tive session from 6-31 July 2009 in Geneva (see below and Go
Between 119). During that session the Council took action on
the following:



Strengthening the financing for development follow-
up mechanism

In a resolution adopted on 31 July (E/2009/36), ECOSOC de-
cided to upgrade its annual High-level Spring Meeting with
the international financial and trade institutions by extend-
ing its duration and holding it well in advance of the annual
Spring Meetings of the Bretton Woods institutions, at least
five weeks before those meetings, and in a manner that is
“conducive to high-level participation” (as opposed to the
current practice of holding it after the Bretton Woods institu-
tion’s Spring Meeting). It is hoped that the new framework
will increase the chances of positively influencing ministe-
rial debates within the international financial institutions. The
resolution also lays the ground for increasing the prominence
of financing for development (FfD) issues at ECOSOC and in
the General Assembly.

Panel of Experts, policy coherence and reviewing im-
plementation of agreements between the United Na-
tions and the Bretton Woods institutions

In a decision adopted the same day, ECOSOC asked the UN
Secretariat to provide detailed reports by 15 September 2009
on three elements of paragraph 56 of the UN Conference Out-
come Document:

(a) to advance consistency and coherence on policies related
to the global crisis within the UN system;

(b) on reviewing implementation of the agreements between
the UN and the BWIs; and

(c) on the establishment of the ad hoc Panel of Experts on the
world economic and financial crisis and its impact on devel-
opment (including past terms of reference and any relevant
factors or experience of previous ad hoc panels).

Once the reports have been issued, the President of ECOSOC
is to conduct open-ended informal consultations as soon as
possible. ECOSOC will also review progress on these issues at
its “resumed substantive session”of 2009 in New York at a date
convened by the President. In all likelihood, that would take
place no later than November 2009.

UN Committee of Experts on International Cooperation
in Tax Matters

ECOSOC was also mandated by both the Doha and New York
UN Conferences to examine strengthening of institutional ar-
rangements to promote international cooperation in tax mat-
ters, including the UN Committee of Experts on International
Cooperation in Tax Matters. The July 2009 substantive session
of ECOSOC was not able to make significant progress on this
front, but it did approve the composition of the new Commit-
tee and the dates of its next meeting, which will be on 19-23
October 2009 in Geneva. Reports on the committee can also
be found on the ECOSOC website.

Ad Hoc Working Group of the General Assembly

On 31 July in New York, the General Assembly adopted a
resolution (A/63/L.77) that formally establishes the ad hoc
Working Group mandated by the UN Conference. The Working
Group will follow up on the issues contained in the Outcome
Document. Mr. D’Escoto will soon appoint two co-chairs — one
from the North and one from the South — to lead the Working
Group as well.

(See also NGLS co-sponsored side event on 23 July at ECOSOC,
page 5.)

Table 1: Synthesis of some post-UN Conference strategic priorities

Debt and finance

Democratic accountable Transformative issues

policy space

Crisis mitigation -Debt moratorium
-Debt cancellation
-(Unilateral) debt standstills

- Short-term SDR allocations

(short-term issues)

- Grants not loans
-Capital controls
- Maintain ODA commitments

-Global Jobs Pact (short-term cri-
sis mitigation with transformative
potential)

- No loan/grant conditionalities
- Trade defense measures

- Capital management

techniques - Global Green New Deal (i.e.

global fiscal stimulus to mitigate
the crisis while investing in the
transition to a low-carbon econ-
omy)

- Re-regulation of finance to su-
persede existing WTO financial
services agreements and bilateral
trade and investment treaties

- Debt audits

Deep reform of the global
financial/economic archi-
tecture

- Debt workout mechanism

- New approach to debt sustain-
ability

- More flexibilities in global trade
rules for developing countries

- Fundamentally review bilateral
trade/investment treaties

- Public accountability mecha-
nisms on how greater policy space
is used

-Transformative financial re-reg-
ulation

-Innovative financing

-International taxation and tax
cooperation

-New global reserve system

-Regional financial architecture
initiatives (e.g. SUCRE)

-IFl reform (i.e. systemic exchange
rate stabilization)

UN role of global economic
governance

UNCTAD (calls for debt morato-
rium, project on debt legitimacy),
DESA

Various UN spaces to promote ac-
countability and coherence (e.g.
GA, UNCTAD, ECOSOC, ILO, UN hu-
man rights bodies, etc.)

- Ad hoc Panel of Experts
- Ad hoc GA Working Group

- Global Economic Council (e.g.
to ensure coherence of IFls, WTO,
etc., to UN social environmental
development and human rights
goals)
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Box 1: Preliminary Recommendations of the Stiglitz Commission

The Commission of Experts of the President of the UN General Assembly on Reforms of the International Monetary and Financial System — also known as the “Stiglitz
Commission” — was set up to provide recommendations on international financial structures and practices as part of broad-based inputs into the preparations for the
Conference and beyond. The Commission released a series of interim recommendations in mid-March and then mid-May which were meant to inform the negotiations
for the Conference. The recommendations focused on: (a) new policy actions to be undertaken by governments and international institutions and (b) new institutions
and mechanisms. The full final report of the Commission should have been published soon after this NGLS Roundup goes to press. The recommendations included:

a) New policy actions:

- Industrialized countries should dedicate 1% of their stimulus packages to offset the impact of the financial crisis to developing countries (in additional to traditional
official development assistance (ODA) commitments).

- Immediate creation of a new credit facility. If it was established quickly enough, it could be a means of disbursing the necessary funding. The governance of the new
facility should be more reflective of democratic principles, with strong representation of developing countries and those countries contributing to the facility. These
governance arrangements could provide lessons for reforming existing institutions.

- Those schemes should avoid conditionalities (which induce “procyclical” policies which many countries are still required to pursue by the IMF even as these policies
contribute to the crisis).

- Issuing of Special Drawing Rights (SDRs) and support to regional efforts like the Chiang Mai initiative to augment developing countries'resources.

- A new Global Reserve System (a kind of greatly expanded SDR) which could mitigate difficulties caused by asymmetric adjustment between surplus and deficit
countries and redirect excessive reserve accumulation in developing countries to investments in these countries real economies (rather than subsidizing rich countries’
deficit spending).

- Restricting transactions between financial institutions operating in tax havens and similar financial centres and those in more highly regulated countries.

- Strengthening institutional arrangements to improve harmonization and transparency on tax matters.

- Explore a variety of mechanisms of innovative finance, including international taxes (carbon tax and financial services tax).

- On trade issues, the Commission notes that many bilateral and multilateral trade agreements contain commitments that circumscribe the ability of countries to respond
to the current crisis with appropriate regulatory, structural and macroeconomic reforms and reform packages. Developing countries need policy frameworks that can help
protect them from regulatory and macroeconomic failures in systemically significant countries.

- [t notes that the development dimensions of a successful completion of the Doha trade round are unclear and calls for a“true development round” to create an inter-
national trade regime which truly promotes growth in developing countries. The long recognized principle of special and differential treatment for developing countries
must be preserved.

b) New institutions:

- In the short-term, a mechanism within the United Nations system — drawing on the successful example of the Intergovernmental Panel on Climate Change (IPCC) —
could be created to offer consultancy to the UN General Assembly, ECOSOC and other international organizations to enhance capacity for sound decision making and
constructive policy dialogue on issues of global economic and financial architecture and coherent international policy and action.

« In the longer term, creation of a Global Economic Coordination Council at Heads of State and Government level — a level equivalent to the General Assembly and the
Security Council. This Council could promote accountability of all international economic organizations, identify gaps and help set the agenda for global economic and
finandial reforms. Representation would be based on the constituency system, ensuring that all continents and major economies are represented, as a democratically
representative alternative to the G-20. It would be supported intellectually by the above-mentioned International Panel.

- Fundamental governance reform of the Bretton Woods institutions, including introduction of double or multiple majority voting in the IMF

- New institutions proposed by the Commission include also a Financial Products Safety Commission, a Global Financial Regulatory Authority, a Global Competition
Authority (notably to deal transnationally with the problem of “too big to fail institutions”) and developing an equitable Sovereign Debt Restructuring Mechanism (or
“International Bankruptcy Court”).

Other recommendations promote actions to address flawed incentive structures in financial markets and institutions and redirecting them to promote financial stability
and long term investments in the real economy. The latest full report is available online: (www.un.org/ga/president/63).

The Stiglitz Commission report also reflects many of the policy proposals contained in the global civil society consultation report prepared by NGLS in February 2009, to
which more than 120 civil society organizations gave input. That report is also available online: (www.un-ngls.org/cfr).

“The UN has demonstrated its potential to be a powerhouse of ideas and creativity. . .. [W]e believe that an ad hoc panel of experts on systemic risk can be valuable. The
IPCC [Intergovernmental Panel on Climate Change], which has a very positive track record, can inspire the mandate of such a body.

“Switzerland is convinced that an independent, representative and experience-driven body could provide informed inputs of high relevance to our decision-makers. The
relevance of the panel, though, will depend on 1) its access to qualified, reliable information and data; 2) its efficient support — for instance through a strengthened Financ-

ing for Development Unit, and 3) its reqular engagement with the international financial institutions, the WTO and other relevant institutions.”

—State Secretary for Development Cooperation of Switzerland Martin Dahinden
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Box 2: Regional Initiatives in Latin America

In a packed ECOSOC Chamber on 25 June, NGLS organized, in cooperation with civil society organizations, a side event between the President of Ecuador, Rafael Correa Del-
gado, and civil society that included a presentation on innovative regional financial architecture initiatives in Latin America. Below are extracts of President’s statement to the
25 June morning plenary of the Conference.

“We propose, simultaneously and in parallel, in line with the political and economic realities of each region, to enhance the integration of spaces of supranational monetary-
financial sovereignty, capable of reducing the perverse effects that affect our economies in view of their linkages with the international financial system.

“We are already working in our region to create a Development Bank for the South, capitalized by the countries of the region. Its objective will be to finance development
projects, particularly multinational ones, to improve systemic competitiveness and connectivity among our countries, from our own priorities and giving space to local and
regional currencies.

“Linked to this, we must constitute a common reserve fund for Latin America. This would prevent depositing more than 200 billion dollars from our countries in banks of the
North. Itis paradoxical that, in the midst of the crisis, we still allow our money to finance rich countries, in exchange for a few dollars accrued as interests.

“If we join our reserves in a common fund, we will need less money to tackle regional contingencies and crises, and excess funds would serve to capitalize the Bank of the
South. This fund could be supplemented with a regional payment system, which would be the preamble of a regional central bank that would give us more autonomy with
respect to the financial circuits of the North.

“To articulate the two new pillars, we propose consolidating a common monetary system, which may begin as an electronic currency to facilitate regional exchanges. This
system of regional electronic payments can be set up immediately. It is only a matter of coordination and political decision. In the Bolivarian Alternative for the Peoples of our
Americas (ALBA), a democratic forum which my country formally joined just 24 hours ago, this goal is already well underway, as the Single Payment Compensation System
(SUCRE) is about to begin operations. This initiative and the definition of the characteristics of the Bank of the South advance, in spite of all the obstructions concocted by the

status quo.”

ECOSOC SIDE EVENT ON UN CONFERENCE

As ECOSOC was tasked to take up many action points on the
follow-up to the UN Conference on the World Financial and Eco-
nomic Crisis and Its Impact on Development, NGLS, in collabora-
tion with the International Trade Union Confederation (ITUC) and
Third World Network (TWN), organized a side event on 23 July
2009 to brief Geneva-based government delegations and NGOs
on the Conference outcome and begin discussion on the chal-
lenges and opportunities for moving the process forward.

The first panel was moderated by Hamish Jenkins of NGLS. It
was noted that among civil society organizations, reactions to
the Conference outcome ranged from strong disappointment to
cautious optimism on the way forward. Expectations that the
Conference would amount to a fundamental overhaul of the in-
ternational financial and monetary system (a“Bretton Woods I1”)
had clearly not been met, but the short time span for substantive
negotiations did provide the basis to start a process to promote
deeper and more comprehensive reform of the global economic
governance under the aegis of the UN. “Those that wanted the
Conference to be a one-off event with no follow-up did not
succeed,” said Gemma Adaba from ITUC. In particular, an open-
ended working group of the UN General Assembly will follow-up
on the issues contained in the Outcome Document (these include
explicitly or implicitly many systemic issues not taken up in the
April 2009 G-20 Summit, ranging from debt restructuring to a
new development-oriented global reserve system).

“China supports the UN in playing a bigger role in tackling the international fi-
nancial crisis and hopes that in a spirit of win-win partnership, we can explore,
through this meeting, ways to counter the international financial crisis and pro-
mote common development, send out a strong signal that the international com-
munity is united as one and is engaging in sincere cooperation, and further build
international consensus and step up development cooperation.”

—Minister of Foreign Affairs of the People’s Republic of China Yang Jiechi

Keeping the momentum

Senior Advisor to the President of the General Assembly Michael
Clark emphasized the key role played by civil society and other
actors in the build-up to the Conference. These coalitions have to
be kept alive around a set of well-sequenced priorities and the
consolidation of North-South as well as South-South alliances of
State- and non-State actors. A key challenge is for civil society to
maintain pressure on capitals to ensure that the more progressive
forces within national governments prevail in future negotiations.
[tis important to find synergies with other processes, notably the
upcoming negotiations on climate change.

The combination of strong expertise on highly complex financial
topics and political mobi?ization had been an essential compo-
nent in the build-up to the Conference as it would be for the
follow-up. This included the work of the so-called “Stiglitz Com-
mission” whose recommendations, it was noted, reflected many
of the main proposals by civil society channeled through NGLS
earlier this year (see Box 1). In turn these proposals were taken up
by a very large number of countries in the negotiating process.

Ambassador Lumumba Di-Aping (chief negotiator for the G-77
group of over 130 developing countries and China) emphasized
this point as he explained the role of civil society and think tanks
in upgrading the knowledge base of delegations as part of the
consensus-building process. It was noted that a key Stiglitz Com-
mission recommendation, namely to set up a panel of experts
based on the experience of the Inter-Governmental Panel on
(Climate Change (IPCC), was now a key feature of the Conference
follow-up process, for which ECOSOC was tasked with elaborating
recommendations. The IPCC had been instrumental in building
consensus on complex climatic issues, as could be a comparable
panel on complex global economic and financial issues.

Ambassador Lumumba stressed not only the political unity of
developing countries in the process, but also the role played by
what he described as the “Social Democratic North,” which in-
cluded progressive ministries and think tanks in Europe, as well
as the commitment to multilateralism within elements of the
new Obama administration that he said prevailed to some degree
over more conservative factions. “Let’s face it: without Obama,
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this deal would not have been made.”He outlined three priority
areas from a G-77 perspective, namely (1) effective short-term
crisis mitigation, especially for poorer countries; (2) deep trans-
formative reform of the global economic and financial architec-
ture; and (3) the centrality of the United Nations in the reform
process.

These priority areas overlapped considerably with civil society
perspectives put forward by Bhumika Muchhala of Third World
Network, who said that the UN Conference represented a legiti-
mate and inclusive process, which achieved consensus among
all 192 Member States, where the richest of the G-8 countries
as well the poorest of the low-income countries were able to
voice themselves. This historic Conference occurred at a juncture
where the role of the UN in economic affairs had diminished
steadily over the last several decades due to the rise of the Bret-
ton Woods institutions’ power in development financing and
economic policy-making. “As such, the potential of the UN to
re-position its role and reassert its voice in the area of economics
and finance may show openings that it had not shown previ-
ously,”she said. Ms. Muchhala outlined many of the Conference o
achievements which she contrasted with the April 2009 G-20 Panel 1 dicussion on UN Conference outcome. NGLS photo.
Summit outcome. These are reflected in her opinion piece on

page 7.

As this event was taking place, the President of the General Assembly had put forward a draft resolution on the establishment of
the General Assembly follow-up Working Group, while a draft ECOSOC resolution on the establishment of the panel of experts was
being circulated.

Synergies with the Global Jobs Pact

The event also examined synergies with the Global Jobs Pact, adopted at the ILO Jobs Summit held in June 2009 in Geneva. In many
respects, this represented the other side of the coin: what was the end goal of financial reforms? Finance had to be reformed to
ultimately serve the real economy, the flourishing of sustainable enterprises and the goal of full and productive employment and
decent work for all. Conversely, many policy options in the Global Jobs Pact would be hampered without a more supportive financial
and macroeconomic framework.

Raquel Gonzalez, Secretary of the Workers’ Group in the ILO’s tripartite negotiations said that the Pact provided the basis for new
model of development based on the Decent Work Agenda, Social Justice and a Fair Globalization. She said it addressed two main
crises:

- Firstly, to counter the crisis of global aggregate demand and avoiding a deflationary wage spiral through coordinated efforts at
embedding employment generation at the heart of stimulus packages, while developing a social protection floor for all and promot-
ing basic workers rights, especially freedom of association and collective bargaining.

- Secondly, to address the “crisis of the system” through greater coherence and coordination of international organizations around
decent work, reforms of the financial sector to serve longer term real economy and productive employment objectives, fiscal space
as well as policy space in trade for developing countries, while managing a transition to a green economy.

Linkages with strengthening the UN’s Financing for Development Process

A second panel, moderated by Martin Tsoukeu from Africa Development Interchange Network, consisted of a presentation by Eva
Hanfstaengl from Jubilee Germany, on the Financing for Development (FfD) history and perspectives on the current mandate of
ECOSOC to strengthen the FfD process. While it remains unclear how the FfD and UN Conference follow-up processes will interface,
Ms. Hanfstaengl and other participants insisted it was essential to find ways for both processes to strengthen each other.

Further information is available online: ITUC (www.ituc-csi.org/spip.php?rubrique 1&lang=en) and TWN (www.twnside.org.sg).
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Opinion Piece: Opportunities and Challenges
that Emerge from the Outcome Document

Mapping some policy areas for developing countries impacted by the crisis

The significance of the United Nations Conference on the
World Economic and Financial Crisis

The recently held UN Conference on the World Economic and Fi-
nancial Crisis in New York (from 24-26 June, 2009) is in many
ways an historic conference, despite the several criticisms over the
Conference. The UN Conference represented a legitimate and in-
clusive process, which achieved consensus on its Outcome Docu-
ment while encompassing all 192 Member States in the wake
of the most severe financial crisis since post-World War 1l. This
inclusivity translated into practice means that the richest of the
G-8 countries as well the poorest of the low-income countries are
able to voice themselves in the fora of the UN. Currently, there is
no other international platform that allows for this universal level
of participation.

The UN Conference occurred at a time where the role of the UN
in economic affairs has diminished steadily over the last several
decades due to the rise of the Bretton Woods institutions’ (World
Bank and International Monetary Fund — IMF) influence in de-
velopment financing and economic policy-making. As such, the
potential of the UN to re-position its role and reassert its voice in
the area of economics and finance may show openings that it had
not shown previously.

The UN Conference is especially significant for the practitioners,
academics and students of development work and development
policy. Unlike the preoccupation of the Group of 20 (G-20) forum
with global growth recovery and the financial economy, the UN
Conference focused on the recovery process for development, in
essence, the development crisis within this financial crisis. It did
so by addressing the disproportionate negative impacts being ex-
perienced by developing countries in this crisis, contextualizing
these impacts in the irony that this crisis is not rooted in devel-
oping countries but rather the rich countries and is yet affecting
developing countries more disproportionately, and by reaffirming
developing countries need for adequate policy space in order to
respond to the fallout from the crisis.

The UN Conference is also significant in the several ways in which
it supersedes the G-20 in participation and accountability, as well
as in the articulation of the crisis and the scope of how the crisis
should be addressed.

Accountability and participation: The G-20 versus the UN

In the current financial and economic crisis, it is the G-20 that is
the predominant international and multilateral forum in which
national leaders are addressing the crisis. As many critics have
described, the G-20 is a self-selected and un-accountable club of
the world’s richest economies. In contrast, the UN, represented by
all member countries as the G-192, demonstrates that decision-
making need not be restricted, and need not be carried out in a
way that lacks political legitimacy. A central critique of the G-20 is
that of citizen accountability. For example, where would you send
a letter to the G-207 Is there a secretariat, or a response mecha-
gism?of any sort that could facilitate citizen participation in the
=207

With regard to the actual content of the G-20's actions, the entire
package of the G-20's US$1.1 trillion pledge was allocated to the
international financial institutions (IFls), and in particular to the
IMF, whose resources were trebled to USS$750 billion. The fact that
the G-20 could give the IMF a“blank check,”in that they pledged

by Bhumika Muchhala
Third World Network

resources to the IMF without
first demanding meaningful
policy and governance reform
at the IMF, demonstrates the
G-20 countries’ lack of politi-
cal will, or interest, in chang-
ing institutional practices and
structures so that they better
serve global development
needs.

Changes in the IMF’s policies
are especially salient given the
substantial evidence of how
the IMF continues to attach
procyclical and contraction-

ary conditionalities to its crisis-response loans to developing
and low-income countries, advising and in some cases re-
quiring their loan recipient countries to reduce public spend-
ing through cuts in the wages of public sector employees,
freezes or reductions in pension systems, and a curbing of
social benefits and bonus payments. A second part of the
conditionalities the IMF attaches to its loans are increases
in the interest rates, which increases the cost of borrowing
in these countries at a time when capital inflows, national
revenue sources, and consumer demand has decreased sig-
nificantly, access to capital is difficult and many national cur-
rencies have depreciated. Furthermore, the IMF continues to
give authority to an Executive Board that is characterized by
deep asymmetries of representation and voting power be-
tween developed and developing countries.

Unlike the G-20, the UN addressed the specific transmission
channels of the crisis in developing countries and outlined
some of the measures that should be considered. While the
UN Conference unfortunately did not result in more concrete
commitments of financing and actions, and while many
observers, especially in civil society, feel that the UN should
have gone much farther in achieving commitments, the UN
Conference did establish a Working Group to flesh out the
key crisis mitigation measures for developing countries over
the next one year. The negotiation process and the result-
ing drafts of the Outcome Document in the UN reflected key
questions that might have been too politically sensitive for
the G-20 to address, such as the debt mechanisms, trade
policies, and loan conditionalities that resonate with the
poorest countries.

Key development-oriented policy measures for devel-
oping countries in the Outcome Document

The UN Conference’s Outcome Document presents several
areas where political space and opportunity for advocacy
and exploration emerges for developmental policy measures
to respond to the crisis. Some of these positive opportunities
that materialise through the document are policy space, debt
mechanisms, loan conditionality and the follow-up process
overall. However, the document also includes areas that
present challenges, such as the language on debt, the Doha
round of the World Trade Organization, and the blocking of
the use of SDRs to address serious financing shortfalls.
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On policy space, the document unambiguously recognizes, in
Paragraph 15, the right of developing countries facing severe
shortages of foreign reserves to use “legitimate trade defence
measures” in accordance with WTO provisions. This would in-
clude the right to raise tariffs within WTO bound rates and the
ability to use balance-of-payment safequard provisions.

Paragraph 15 also recognizes the right to “impose temporary
capital restrictions, and seek to negotiate agreements on tem-
porary debt standstills between debtors and creditors.” Tempo-
rary controls over capital outflows are not only technically con-
sistent with the IMF's Articles of Agreements but have also been
pursued by Asian countries during the 1997-98 financial crisis.

While the document recognizes right to negotiate temporary
debt standstills, it does not go far enough in this measure,
largely because debt standstills are to first be negotiated with
creditors. For example, even the IMF’s Board stated in an agree-
ment in 2000 that“in extreme circumstances, if it is not possible
to reach agreement on a voluntary standstill, members may
find it necessary, as a last resort, to impose one unilaterally.”

The threat of a new debt crisis in developing countries has been
alerted to by various organizations ranging from the IMF to the
Jubilee Campaign for debt cancellation. In a March paper (“The
Implications of the Financial Crisis for Low-Income Countries”)
the IMF stated that as many as 31 countries would be pushed
into a high level of debt distress by the financial crisis. A re-
cent report by the German organization Friedrich Ebert Stiftung
on the emerging debt crisis also states that many developing
countries will be unable to weather the financial crisis without
falling into new debt burdens.

Although the Outcome Document, in Paragraph 34, calls for
the exploration of “enhanced approaches to the restructuring of
sovereign debt based on existing frameworks and principles,”a
key problem in this language is that the very frameworks and
principles that already exist need to be significantly reformed
in order to address the debt overhang of developing countries.
However, the last line of the paragraph calls for further explo-
ration of “a more structured framework for international coop-
eration in this area,” which could potentially open the path for
the consideration of orderly international debt workout mecha-
nisms, which can also be addressed in the follow-up process.

The call for a debt moratorium for developing countries has
been voiced by UNCTAD Secretary-General Supachai Panitch-
pakdai several times this year, and has also been used during
the Asian financial crisis. This proposal was put forth by the
G-77/China group during the negotiations on the Outcome
Document. However, while it did not survive the opposition
of the US, the EU and Japan, it can be pursued further in the
follow-up Working Group.

The foreign exchange shortfall facing developing countries
ranges from the World Bank’s estimate of USS$1 trillion to the
UNCTAD's estimate of USS$2 trillion. This serious financing gap
is a result of a disastrous confluence of negative impacts being
suffered by developing countries: large declines in exports, com-
modity prices and remittances, currency depreciations, reduced
or even reversed capital inflows and foreign direct investment
(FDI) flows, and the reduced and more difficult access to credit.

To address this, developing countries in the G-77/China group
proposed that US$100 billion worth of SDRs be allocated by the
IMF to low-income countries at no cost to them, while another
US$800 billion be disbursed to middle-income countries, which
can be returned to the IMF when the crisis effects subside, in or-
der to avoid inflationary impacts. This could potentially enable
a countercyclical, low-cost and relatively speedy way to pursue
“quantitative easing”at the global level (which the US and other
rich c)ountries are doing through lowering their official interest
rates).

The blocking of this proposal resulted in a missed opportunity
to provide urgent liquidity to cash-strapped developing coun-
tries on the most beneficial terms possible — without creating
additional debt and without imposing harmful conditionali-
ties. Meanwhile, the G-20’s proposal to allocate US$250 billion
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according to IMF quota shares rather than on the basis of need
means that the overwhelming share of that amount will go to
the very developed countries who least need the SDRs they will
get. However, here too, the Conference’s follow-up process is giv-
en the ability to further study the role of SDRs for “development
purposes,”as stated in Paragraph 35.

As the crisis has unfolded over the last one year, the acute need
for developing countries to have the kind of flexibility that rich
countries have in pushing countercyclical fiscal stimulus poli-
cies has been voiced frequently and by a diverse range of actors.
The Outcome Document, in Paragraph 17, pays heed to the “un-
warranted procyclical conditionalities” that many IMF loan pro-
1grammes still contain, and which restrict developing countries
rom pursuing fiscal stimulus. Similarly, trade-off between the
loss of policy space and the adherence to international rules and
commitments, particularly those within trade and investment
agreements, are also called attention to in Paragraph 18.

While the document calls for the governance reform of the IMF
and World Bank, it calls for the completion of the Doha round
of the WTO. Many trade advocacy organizations have articulated
that this would ge problematic given the fact that the General
Agreement on Trade in Services is a key part of the Doha round,
and it supports capital account liberalization and other financial
liberalization measures which have played a critical role in insti-
gating the crisis at its roots.

A strong and enduring follow-up process is necessary

The establishment of the “ad hoc open-ended Working Group,”in
Paragraph 54, is imperative because it is the key mechanism that
prevents the UN Conference from becoming a one-time event
with little effect. For the developing countries that do not have
any other international venue for discussion and action on the
crisis, the UN Conference is an invaluable vehicle. The matter of
how strong the Working Group will be, how much it is able to
flesh out and develop further, and how much effective participa-
tion it can get will be an oncoming test of the UN. The President of
the General Assembly, Miguel d’Escoto Brockmann, has already
issued a draft resolution which calls for the establishment of the
Working Group, driven by Member States, and with his selection
of two co-chairs, one from the North and one from the South.

Paragraph 56 states: “Consider and made recommendations to
the General Assembly regarding the possible establishment of
an ad hoc Panel of Experts on the world economic and financial
crisis and its impact on development.” A key potential of such a
Panel of Experts is the ability to provide a menu of policy options,
and thereby to challenge to the one-size-fits-all framework of
neoliberal policies of the Washington Consensus and the BWIs.
Many members of civil society have been consistently advocat-
ing for a broader range of policy options and scenarios to be dis-
cussed with developing countries during the negotiation of loans
and agreements. It will be the task of civil society to push for
ensuring that the Panel of Experts is representative, diverse, and
reflects development-oriented economic policies.

Paragraph 56 also calls for a“review of the implementation of the
agreements between the United Nations and the Bretton Woods
institutions,”and a focus on “enhancing collaboration and coop-
eration.” Implicit within this is a strengthening of the role of the
UN. While it may not occur overnight, or even on the near hori-
zon, a certain momentum is nevertheless rendered here through
the discursive and symbolic power of the document.



UN Human Rights Experts Statements to the Conference:

United Nations human rights experts urged the UN General Assembly to adopt
human rights as a framework for analysis, action and accountability in their
responses to overcome the world financial and economic crisis

Experts on extreme poverty and foreign debt submitted briefing notes for the General Assembly to take into account during the Conference
on the World Financial and Economic Crisis and its Impact on Development. They called on States to respond to the crisis “with measures
that promote long-term recovery, focusing on the human rights of those suffering its worst effects.” Below are their statements.

The impact of the global economic and financial crisis on foreign debt and the enjoyment of human rights

Statement to the UN Conference of Cephas Lumina, Independent Expert on the
effects of foreign debt and other related international financial obligations of
States on the full enjoyment of all human rights, particularly economic, social
and cultural rights

More than six decades ago, the
General Assembly of the United
Nations adopted the Universal
Declaration of Human Rights
(UDHR) which proclaimed that

“[a]ll human beings are born
free and equal in ddgmty and
rights” (Article 1) and that “ev-
eryone is entitled to realization,
through national effort and in-
ternational cooperation and in
accordance with the organiza-
tion and resources of each State,
of the economic, social and
cultural rights indispensable for his dignity” (Article 22). The
Declaration further proclaimed that“[e]veryone has a right
to a standard of living adequate for the health and wellbeing
of himself and of his family, including food, clothing, hous-
ing and medical care and necessary social services, and the
right to security in the event of unemployment . .. or other
lack of livelihood in circumstances beyond his control” (Ar-
ticle 25) and that “[e]veryone is entitled to a social and in-
ternational order in which the rights and freedoms set forth
in this Declaration can be fully realized” (Article 28).

In the Millennium Declaration, world leaders pledged to
“spare no effort to free our fellow men, women and children
from the abject and dehumanizing conditions of extreme
poverty”and committed themselves to achieving a number
of time-bound goals, including a 50% reduction on extreme
poverty and hunger by 2015. Although some USS$27 billion
in new aid resources has been made available since the Mil-
lennium Summit and despite the commitment to “spare no
effort”to reduce poverty, not all of this aid has been available
for poverty reduction goals. Further, almost all rich countries
have failed to reach the agreed 0.7% target (the amount has
been around 0.2 - 0.4%).

Despite the various political commitments made since the
adoption of the UDHR, the realization of “dignity for all”
remains an unfulfilled aspiration and poverty continues to
erode or nullify many economic and social rights set out in
the Declaration and in other binding international human
rights instruments based on it.

The financial and economic crisis has and will continue to
exacerbate these shameful realities, and it jeopardizes States’
abilities to fulfil their human rights obligations, particularly
economic, social and cultural rights.

Impact on debt and human rights

The decline in income from exports and fiscal revenues due
to the crisis will almost inevitably constrain countries to
seek funds in the form of loans. Countries which are alread
struggling to fulfil their basic human rights obligations will
face increasingly difficult obstacles as national funds grow
scarce, and conditions for contracting loans grow increas-
ingly stringent.

The relief efforts proposed by the G-20 do not provide for suf-
ficient funds in direct support for countries in the most dire of
circumstances. While the International Monetary Fund (IMF)
will receive a massive increase of funds, these funds will not be
effective in curbing the negative effects of the crisis unless the
sovereignty and individual contexts of developing countries are
respected. Loan negotiations with both multilateral and bilateral
institutions must respect the principle of participation — debtor
countries must be the lead actors in devising solutions for their
own contexts, in partnership with creditors. Furthermore, pro-
grammes supported by the loans should be designed and ana-
lyzed in terms of their impact on the realization of human rights,
rather than by only economic measures.

Developed countries have injected massive subsidies into ailing
institutions and adopted measures to regulate their financial sec-
tors in response to the crisis, This response is in stark contrast to
the procyclical fiscal policies (i.e. government spending increases
during boom times and falls in recessions) that developinfg coun-
tries have been constrained to implement as a condition of receiv-
ing financial support from the international financial institutions
and developed countries. The measures also arguably contradict
the World Trade Organization (WTO) rules on subsidies. This dou-
ble standard is inconsistent with the commitment, in the Millen-
nium Declaration, to “an open, equitable, rule-based, predictable
and non-discriminatory multilateral trading and financial system”
(paragraph 13).

| call upon all States to address the issue of the indebtedness of
low- and middle-income countries as a matter of urgency and
in the spirit of the principle of international assistance and co-
operation enshrined in the UN Charter and several international
instruments, and the principle of shared responsibility which is
enshrined in both the Millennium Declaration and the Monterrey
Consensus. | also call upon all States to support the establishment
of an international debt arbitration / dispute resolution mecha-
nism as part of a longer term solution to the debt problem. Fur-
ther, I encourage revision of the Debt Sustainability Framework in
amanner that the ability or capacity of States to fulfil their human
rights obligations is considered as part of the definition of debt
sustainability. Human rights considerations should inform all
efforts to address the debt problem, including debt relief initia-
tives.

International assistance and cooperation

States bear the primary responsibility for the human rights of
people under their jurisdiction. Nevertheless, the need for in-
ternational cooperation and assistance in the realization of hu-
man rights has also long been accepted. Article 1(3) of the UN
Charter states that the purposes of the United Nations include the
achievement of“international cooperation in solving international
problems of an economic, social, cultural or humanitarian charac-
ter, and in promoting and encouraging respect for human rights
and for fundamental freedoms for all.”The obligations of interna-
tional assistance and cooperation are further enshrined in several
human rights treaties, including the International Covenant on
Economic, Social and Cultural Rights (ICESCR), Convention on the
Rights of the Child (CRC), and the Convention on the Rights of
Persons with Disabilities (CRPD). The global crisis has heightened
awareness of and underscores the need for greater international
cooperation.

NGLS Roundup 137, September 2009



10

According to the UN Committee on Economic, Social and Cultural
Rights, international cooperation for development and thus for
the realization of economic, social and cultural rights is an obli-
gation of all States and “it is particularly incumbent upon those
States which are in a position to assist others.”In this regard, the
attention paid to the particular needs of developing countries,
particularly the poorest, in the April 2009 G-20 Communiqué
is welcome. However, these efforts and pronouncements are
insufficient and unfortunately suggestive of creditor largesse.'
The G-20 response also appears to ignore the human rights
dimension of the crisis. International assistance and coopera-
tion must be directed towards the establishment of a social and
international order in which the rights and freedoms set forth in
the ICESCR (and the UDHR) can be fully realized.?

Reform of the international financial system

The international financial system has been “completely over-
whelmed” by the scale of the current financial and economic
crisis and is in need of urgent reform to prevent future crises.?
The problem however is that the “global response” to the crisis
so far has excluded the majority of countries.

No equitable and sustainable solution can be provided by non-
inclusive forums in which only a handful of countries participate.
It is therefore important that all countries participate in the re-
form of the international financial architecture. As the only inclu-
sive institution with global legitimacy, the United Nations should
be at the forefront of efforts to reform the international financial
system.

The international community needs to work together to develop
a framework for responsible financing that incorporates the
principles of fairness, mutual accountability and transparency,
and enhances the capacity of States to fulﬁ(their human rights
obligations. As the 2009 Amnesty International Report notes,
“the consequences of the economic crisis can only be addressed
through a coordinated global response based on human rights
and the rule of law.”

Contact: Independent expert on the effects of foreign debt and
other related international financial obligations of States on the full
enjoyment of all human rights, particularly economic, social and
cultural rights, OHCHR, United Nations, 1211 Geneva 10, Switzer-
land, e-mail <ijeforeigndebt@ohchr.org>, website (www.2.ohchr.
org/english/issues/development/debt/index.htm).

Urgent need to strengthen
social protection systems

Statement to the UN Conference of Magdalena Sepulveda, Independent Expert

on the question of human rights and extreme poverty

The world faces its worst recession
since the 1930s. While people in
developed countries are feeling the
impacts of the crisis, there is a glob-
al consensus that those who are
already living in poverty, particu-
larly in developing countries, are the
most vulnerable to the harsh effects
of the downturn. Now, more than
ever, it is time to recall that ensuring
an adequate standard of living for
all is not a policy choice, or a mere
gesture of solidarity in a moment of
crisis, but a clear-cut human rights
obligation. United Nations Member States must not just repair
the problems, revealed by the crisis, in the architecture of the
international financial and monetary system. This crisis also
offers an opportunity to review social policies and strengthen
social protection systems, particularly in developing countries,
to protect people during the crisis and thereafter.

The impact of the crisis on the poor

While the greatestimpacts may be difficult to quantify, as of to-
day there is no doubt that the financial crisis does not only have
financial and monetary implications; the negative impact of the
crisis on the enjoyment and realization of human rights is both
evident and alarming. The financial crisis has exacerbated the
difficult situation oftﬂe extreme poor, who were already greatly
affected by last year’s dramatic rise in food and energy prices
and by the challenges posed by the impact of climate change.
More than 125 million people have already been pushed into
poverty as a result of the food price crisis and estimates project
that the current crisis may push 55 to 90 million more into ex-
treme poverty in 2009.%According to the Food and Agricultural
Organization (FAO), the number of people suffering from mal-
nutrition is expected to reach a historic peak of over one billion
people in 2009.

According to predictions from the International Labour Organi-
zation (ILO), in 2009, between 18 to 50 million more people
than in 2007 will lose their jobs.> Not only will there be more
unemployment, but labour conditions are also likely to worsen
due to the shortage of opportunities. Although every person is
responsible for their own development, people lose the capac-
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ity to achieve an adequate standard of living for themselves and
their families when they cannot access jobs or social protection.

Evidence from past crises indicates that some groups are more af-
fected than others. First, women are disproportionately affected,
due to the multiple forms of discrimination that they suffer and
due to their limited access to work and social benefits. Women
have a higher probability than men of finding themselves in a
vulnerable employment situation or being unemployed. More-
over, during periods of crisis, women tend to assume a heavier
load of unpaid work and family care. Cuts in social spending
also tend to disproportionately affect women’s and girls’ access
to education and health services. Girls may be withdrawn from
school to help with the household work, reinforcing gender gaps
in education. Children have also already been severely affected
by the crisis. In developing countries, a recession can have long-
term negative impacts on children by, for example, increasing
infant mortality and reducing school enrolment and standards of
nutrition. Evidence consistently shows that where mothers and
children have poor health, nutrition and education, they are likely
to transmit poverty on to the next generation.

In moments of economic recession, those that are the last to en-
ter and the first to exit the labour market — the youth, the elderly
and persons with disabilities — are also affected disproportion-
ately. The current crisis is also likely to affect indigenous peoples
disproportionately. Additionally, in times of recession, migrants
face particular diryﬁculties caused by a lack of work and increased
discrimination and xenophobia.

Yet, the impact of the financial crisis is not only limited to viola-
tions of economic, social and cultural rights. Evidence indicates
that economic hardship and greater inequalities increases social
tensions and can lead to social and domestic violence, increased
criminal behaviour and weaker governance.

The need for strong and stable social protection systems

The global financial and economic crisis must be seen as an op-
portunity to undertake innovative solutions in full compliance
with human rights obligations, and to place people at the cen-
tre of policy measures. While this crisis should prompt the in-
ternational community to re-structure the global financial and
monetary systems, it also offers an opportunity to review exist-
ing social policies, strengthen social protection systems and re-
structure taxation systems at the domestic level. This should be



in compliance with human rights norms, in particular with the
right to social security, which is enshrined in the Universal Dec-
laration and in international human rights treaties that impose
obligations upon States.®

Social protection systems act as economic stabilizers, protect
the most vulnerable from falling further into poverty and en-
sure access to health services and education. They also assist
in building social cohesion, which in turn can reduce the likeli-
hood of social unrest. Moreover, they limit the contraction of
aggregate demand, thereby curtailing the potential depth of
the recession.

Social protection benefits that include social assistance (non-
contributory) and social security (contributory) benefits may
facilitate States’ compliance with a minimum core level of en-
joyment of economic, social and cultural rights. Considering its
long-term positive effects, itis certainly a paradox that States do
not prioritize social protection: an estimated 80% of the world’s
population does not benefit from any form of social protection.

From a human rights perspective, a more systematic strategy is
needed to react to this crisis and ensure the right to social se-
curity for all people at all times. Governments should avoid the
risk of seeking short-term quick fixes to poverty and insecurity
while neglecting longer term solutions that would help to cor-
rect the fundamental inequalities in the global economy and
society. This includes creating the fiscal space — through appro-
priate and progressive taxation — to meet new challenges. Itis
critically important that States increase resources to strengthen
existing social protection systems or to introduce systems where
theﬁ do not exist yet. Social protection must be included as part
of the respective economic stimulus packages.

States with well-established social security systems should re-
strain from cutting allocations to finance security benefits and
should take this crisis as an opportunity to correct mistakes
made during the last two decades, in particular with regards to
having rendered pension levels vulnerable to the performance
of capital markets. In countries where only rudimentary systems
exist, they should be put in place based on the principle of pro-
gressive universalism. They should first ensure a minimum set
of social security benefits for all or a“Social Protection Floor”

The Social Protection Floor stands as a promising way
forward

The “Social Protection Floor” initiative put forward by the UN
Chief Executives Board, which consists of a set of measures to
stimulate the establishment and enhancement of social protec-
tion systems, is a powerful initiative. It is highly encouraging
that the rationale of the Social Protection Floor is the plain rec-
ognition that short-term measures, such as safety nets limited
in reach or time, often fall short of reaching their intended ob-
jectives of reducing poverty and inequalities.

Ensuring access to basic social services and guaranteeing a
minimum essential level of benefits to all individuals and fami-
lies, coupled with the commitment to achieving higher levels
of services and benefits as fiscal space for redistributive policies
widens, can help all States to invest political will and financial
means into realizing core minimum obligations with respect to
economic, social and cultural rights. Moreover, it could turn out
to be a valuable State policy instrument to reduce poverty.

Social protection benefits that are targeted at restricted cat-
egories of the population often carry limitative features in their
design or in their actual implementation. They often exclude
more potential beneficiaries than they include, thereby per-
petuating discrimination. They also create perverse incentives,
stigmatize individuals, threaten cohesion in rural communities,
and facilitate corruption and clientelism, none of which are in
the interests of either individuals or the State. It has been long
recognized that the share of wealth that a society is ready to
invest in redistribution is a matter of political will rather than a
matter of budget. By promoting universal coverage, the Social
Protection Floor can contribute to setting the principle of equity
and non discrimination at the root of social policy making.

With political will a basic social security package is not an
aspiration but an affordable reality

Itis time to put at end to the myth that basic social security pack-
ages are unaffordable or unworkable in practice. According to
the ILO, less than 2% of the global gross domestic product (GDP)
would be necessary to provide a basic set of social security ben-
efits to the entire world’s poor.” Six per cent of global GDP would
be needed to provide a basic set of benefits to all who have no
access to social security.

While in the poorest countries a social protection scheme is likely
to require the support of external sources, according to the ILO
a set of minimum transfers is not costly in per capita terms. A
costing study of 12 low-income developing countries shows that
the initial gross annual cost of the overall basic social transfer
package is projected to be in the range of 2.3 - 5.5% of GDP in
2010. kven if a complete basic social protection package cannot
be implemented at once, a sequential approach can generate im-
mediate benefits in terms of poverty reduction, pro-poor growth
and social development. Individual elements such as a universal
basic old-age and disability pensions, for example, have a pro-
jected cost of between 0.6 - 1.5% of GDP in 2010.

The impact of even small measures is significant. The combina-
tion of a modest cash benefit for children and a modest pension,
which could be an “entry level” social protection floor for poorer
countries, could reduce the poverty head count by about 40% in
some instances. The impact will be more pronounced during an
economic crisis, and such an expenditure can be an important
part of an economic stimulus package.

However, the fact that the per capita amounts are relatively small
does not mean that the funds are currently available, or could be
met solely from domestic resources in low-income countries. In
many countries it will require a joint effort with the international
community and the recipient countries to raise the funds.

Fulfilling longstanding commitments

To this date, US$18 trillion has been allocated to recapitalize
banks, nationalize financial institutions and provide guarantees
for financial assets,® with the justification that if the financial sys-
tem collapses completely socio-economic repercussions would
be more severe than they are now. Yet, such unique demonstra-
tion of political will must be seen in contrast to the continuous
failure by most governments to honour their long-standing com-
mitments to the target of 0.7% of gross national product (GNP)
for official development assistance ((JODA) and meeting the com-
mitments made in the Millennium Declaration.

Despite the clear potential for social protection schemes to
mitigate the effects of the crisis, it has been all but ignored by
international community thus far. There is no mention of social
protection even in the Millennium Development Goal targets and
indicators. Only 5% of the US$1 trillion global stimulus package
created by the G-20 in April was allocated to supporting social
protection, boosting trade and safeguarding development in
low-income countries, and only a small portion of that will come
in the form of grants for social protection.

Beyond reaffirming political will to rescue economies, the United
Nations General Assembly must mobilize action to fulfil long-
standing commitments with regards to those who continue to
suffer the most acute consequences of economic shocks. States
should establish a joint Global Social Security Fund as a fund-
ing mechanism to support the start up or scale up of national
social protection floors. The World Solidarity Fund or the Rapid
Social Response Fund under the new Vulnerability Finance Facil-
ity endorsed by the G-20 could be used a vehicle in this regard. It
is time to accept that even in the absence of financial crises, but
particularly at this time, social security systems are necessary to
effectively fulfil the longstanding commitments to end poverty
and promote human rights.

Contact: Independent Expert on the question of human rights
and extreme poverty, OHCHR, United Nations, 1211 Geneva 10,
Switzerland, e-mail <ieextremepoverty@ohchr.org.>, website
(www?2.ohchr.org/english/issues/poverty/expert/index.htm).
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Opinion Piece: WWG on FFD Stays Engaged

Top photo, from left: Luisa Quintero (ICAE), Janneth Lozano (REPEM), Diana
Aguiar (IGTN), Gigi Francisco (DAWN), Anne Schoenstein (AWID), Kinda Mo-
hamadieh (ANND), Mirjana Dokmanovic (WIDE) at the Women's Working
Group consultation in New York.

When the Outcome Document of the UN Conference on the World Finan-
cial and Economic Crisis and Its Impact on Development was formally
adopted by Member States, the Women'’s Working Group on Financing for
Development (WWG on FFD) took note of the sober climate in the General
Assembly. The Outcome Document reflected the difficulty in overcoming
systematic resistance to genuine reform of global economic governance
that bridges the North-South divide. It was especially tough for nego-
tiators to secure the central role of the United Nations, or the G-192, in
economic governance and the international financial architecture. For the
WWGa on FFD, serious concern is placed upon the consistent references in
the Outcome Document to a “United Nations Development System.” The
WWG on FFD views these references as attempts to curtail the UN’s role to
a limited arena of humanitarian assistance and development cooperation.
The future of genuine reforms now depends on Member States” actions
to create a working group that is empowered to follow-up on the issues
contained in the Outcome Document.

There is indeed plenty of follow-up work to be done. The Outcome Docu-
ment contained some progressive language, offering new ideas related to
financial, structural, and systemic reforms, including debt relief, respect for
policy space, right of countries to adopt countercyclical measures, reform
of the global reserve system, need for effective requlation and oversight of
the financial system, and more balanced trade, to name a few.

The follow-up work will also cover language in the Outcome Document
that recognizes women as facing “greater income insecurity and increased
burdens of family care” (paragraph 3) and of women and children had
been mostly impoverished by the crisis (paragraph 7). Gigi Francisco,
General Coordinator of DAWN, reminded the Conference co-facilitators
from St. Vincent and the Grenadines and the Netherlands of the impor-
tance of social reproduction and the care economy in economic policies
in a luncheon event organized by NGLS before negotiations began. The
Outcome Document further recognizes that responses to the crisis needs
to have a gender perspective (paragraph 10), mitigation measures should
take into account gender equality, among others (paragraph 21), and
leadership appointments in the international financial institutions (IFls)
should take regard of gender balance (paragraph 49).

The political challenge for gender equality advocates has been to raise
the issues without risking isolation from its would-be allies. Developing
countries, sometimes viewed as detractors against gender equality, al-
ready have women’s development and gender equality policies and pro-
grammes in place as part of each Member State’s national development
plans. Given that the Conference sprung from a heavily contested para-
graph during the final hours of the Doha Review Conference on Financing
for Development (see Go Between 118), the WWG on FFD needed to find
a way to bring gender equality issues forward without adding contro-
versy leading to a widening of the North-South gap. An affirmation of the
commitments already made by Member States towards the achievement
of women’s rights and gender equality would help in deterring potential
attempts at disengagement by citing absence of a reference. On the other
hand, insistence on gender equality issues devoid of interlinkages with
many of the macroeconomic policy issues that the Conference wanted to
cover would have resulted in disenfranchisement for the advocates.

The WWG on FFD used several avenues of communication with vari-
ous stakeholders to keep gender equality issues within everyone’s radar
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screens. Relations with the various offices in the UN Department for Eco-
nomic and Social Affairs (DESA) as well as with the Office of the President
of the General Assembly allowed for an exchange of views and information
that placed many of the debates within the context of the UN’s unique po-
litical setting and governance structures.

At the 53rd Session of the Commission on the Status of Women, the WWG,
in cooperation with UNIFEM and NGLS, organized a number of side/paral-
lel events where DAWN presented at the “Financial Crisis Workshop: Policy
Issues and Priorities,” (see also Go Between 179). The text was also distrib-
uted to government delegates at the CSW's “Interactive Expert Panel on
the Emerging Issue: The Gender Perspectives of the Financial Crisis.” DAWN/
WWG on FFD was one of the first women’s networks that swiftly raised the
need for a new financial architecture and bold policy reforms and alterna-
tives meant to address systemic issues. This was its response to the finan-
cial crisis that was already affecting developed and developing economies
at that time, and bringing devastating consequences, especially for the
poor that did not have access to adequate social protection.

In its advocacy strategy, the WWG on FFD relied upon the alliance between
feminist economics and heterodox economic approaches. This alliance
has proved useful for feminist activists and gender equality advocates in
securing a space for their issues, concerns, and proposals in the arenas of
debate. The two approaches on economic thought provided the WWG on
FFD credibility in an arena dominated by technocrats and experts on mac-
roeconomics and finance. This has meant that feminist activists and gender
equality advocates learn to “talk the talk.”The political gain in learning the
economics language is that counterparts become more open to gender
language.

Thus, the questions that feminists often raised were: where is the place for
social reproduction in the economy and how do we redistribute resources
and opportunities equally? How do we put an end to the production and
reproduction of inequalities by neoliberal economic policies? The gen-
dered impact of the global economic crisis have been raised consistently:
the crisis impinges upon the time burdens of women; the possibility of
absorbing the care burdens even more as market-based services or pub-
lic services become less accessible. It also leads to higher unemployment
rates, or worsening of working conditions, or poor women increasingly be-
ing marginalized into the informal sector. This describes the fate of women
with every crisis. When questions are asked in this way, the answers must
necessarily address the challenges of securing both equity and equality,
particularly with respect to the collective responsibility for provisioning and
the improvement of wellbeing.

The Women’s Working Group on Financing for Development commits it-
self to keep fully engaged in all follow-up processes and to build bridges
between commitments and action in development, trade, finance, debt
and systemic issues and women’s rights and gender equality commitment
and goals which are consistent with the action agenda of the Monterrey
Consensus. Engendering the financing for development process cannot
be realized without a holistic approach that looks at the inter-connections
among trade and finance in all its different forms — aid, investment, debt
and domestic savings — and their systemic underpinnings.

In 2010, we will be celebrating the 15th anniversary of the Beijing Platform
for Action. This is an important milestone for those who continue to believe
in the United Nations, including women’s organizations and networks.
Moving forward for the WWG on FFD means that it needs to work not only
on political arenas labelled as“women and gender,”but just as importantly,
seeking political breakthroughs in macroeconomic and financial policies.
The WWG on FFD will continue to seek synergies between the two arenas
so that political gains are reinforced, not undermined.

Marina Durano is the coordinator for the DAWN’s research theme on the
Political Economy of Globalization.

Contact: Development Alternatives with Women for a New Era (DAWN),
¢/o Women and Gender Institute, Miriam College, Katipunan Road Loyola
Heights, QC 1108, Philippines, telephone +63/2-434 6440, email <info@
dawnnet.org>.



UNCTAD Public Symposium:

“The global economic crisis and development — the way forward”

The United Nations Conference on Trade and Development (UNCTAD) held its first Public Symposium on 18-19 May 2009 in Geneva, at a
critical juncture in the build-up to the High-Level UN Conference on the World Financial and Economic Crisis and Its Impact on Develop-
ment, held on 24-26 June 2009 in New York. Organized in cooperation with NGLS and other partner organizations, the Symposium brought
together from different parts of the world more than 360 representatives of civil society, the private sector, labour organizations, academia,
parliamentarians, international organizations and UNCTAD Member States.

INTRODUCTION

The meeting was structured around the following key topics:

- The global economic crisis — its causes and its multiple impacts,
especially on developing countries

- Assessing existing responses to the crisis at international, region-
al and national levels — limitations and best practices

- Proposals for the way forward — obstacles and opportunities

UNCTAD Secretary-General Supachai Panitchpakdi said this forum
was intended to “give voice to the voiceless — the innocent bystand-
ers””He emphasized that an exit strateqy for the crisis was needed for
all countries. Real reforms were necessary to avoid going back to the
same old cycle of boom and bust.

The President of UNCTAD’s Trade and Development Board later for-
warded the main conclusions of the Symposium to the President
of the General Assembly as an input to the preparations of the UN
Conference. Many of the key recommendations related to the more
difficult negotiation items on the Conference agenda, notably on
reform of the global economic governance system — including the
establishment of a Global Economic (Coordination) Council within the
purview of the United Nations — and shifting towards a more stable
and pro-development international financial architecture, including a
new global reserve system (see Box 3 below).

UNCTAD Photo

Causes of the crisis

Participants generally concurred on the multiple long-term causes of
the crisis, which included a failure to meet agreed commitments; lack
of oversight; structural imbalances in the world’s largest economies;
macroeconomic imbalances; and other systemic and/or institutional
factors. The crisis was not simply the result of developments or “mis-
behaviour”in the corporate and financial sectors but had been in the
making for a good 30 years or more. It was rooted in contradictions
of the current global development trajectory and development para-
digm — such as income inequality, in which the richest 1% of the world
population received as much as the entire bottom 57%. This was a ma-
jor cause of economic instability and crisis, as it led to a deficit of global
aggregate demand.

- Financial/monetary issues

as the major reserve medium;

system;

Crisis response.
- Debt

creation of a sovereign debt restructuring mechanism.
- Role of the UN

the United Nations’ convening power and its abi
complex economic problems facing the world;

Box 3: Extract of the section on the “way forward” transmitted by the President of the UNCTAD Board to the
President of the General Assembly as inputs to the preparations of the UN Conference

- Explore a new exchange rate system that would ensure stable real exchange rates that reflect fundamentals;
- Review the Reserve Currency system and explore the possibility of a system based on Special Drawing Rights (SDR) to replace the US dollar

- Develop regional financial/monetary instruments, institutions and coordination mechanisms, drawing on new schemes, such as the Bank
of the South in Latin America and the Chiang Mai initiative, which offer a“bottom-up”approach and could be the building blocks of a new

- Ensure continued credit flows to cover revenue shortfalls, including new IMF loans that do not impose “old” procyclical conditions;

- Allow countries the necessary policy space to impose capital controls and other measures to deflect speculation and ensure stability;

- Strengthen financial regulation to discourage “carry trade”and ban “short-selling;”

- Revisit the WTO financial services negotiations and free trade/investment agreements, to review the impact of commitments on effective

- Offer a debt moratorium to vulnerable nations affected by crisis-induced exchange rate movements and losses of revenues. Explore the

- Development by the United Nations of a strate?y to enhance its role and visibility in dealing with the economic crisis. This could build on
ility to think outside the box, in order to find inclusive multi-dimensional solutions to the

- Member States to strive to make the Conference at the Highest level on the World Financial and Economic Crisis and Its Impact on Devel-
opment a landmark event — decision-oriented and actionable — producing a technically robust procA;ramme of action and incorporating a
follow-up mechanism (e.g. perhaps setting up a working group to report on progress to the General Assembly);

- Member States to explore further the idea of a United Nations global economic coordination council to monitor the economic and financial
situation and to provide effective responses.
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Many participants attributed parts of the causes to “crisis before the
crisis”namely the global jobs crisis. Even before the financial and eco-
nomic crisis hit in 2008 and despite the previous period of relatively
high global growth, the global economy had not been capable of
generating enough productive employment for the steady rise of en-
trants into the global labour market. Combined with rising inequali-
ties resulting from stagnant (or declining) real wages in many parts
of the world, the global economy depended on the US to act as a
“consumer of last resort” However, since wages were also stagnant
if not declining in real terms for the average US worker, this had to
be accompanied by an unsustainable consumer credit bubble which
burst on the housing market and precipitated the current crisis.

Globalimbalances (between def-
icit and surplus countries), which
were described as part of the
underlying causes of the crisis,
were said to impose asymmet-
ric adjustments on developing
countries (including the build-up
of excess reserves) which in turn
contributed to insufficiency of
global aggregate demand. It was
noted that since the breakdown
of the Bretton Woods system in
the 1970s, the current system of
flexible exchange rates and reli-
ance on the US dollar as the de
facto global reserve currency had
proven not only highly unstable
and inequitable: its inherent de-
flationary bias was incompatible

with global full employment. UNCTAD Photo

It was noted that in the United States and other developed countries,
the financial system contributed about 10% of gross domestic prod-
uct (GDP) but 40 - 50% of total profits. Financial capital and financial
interests — which had become detached from the interests of the real
economy — predominated, and the real economy was increasingly
subject to financialization, which prevented long-term investments
capable of generating decent and sustainable jobs.

Inequality reflected increasing global interdependence, but without
effective global institutions to cope. The crisis also called into ques-
tion the wisdom of economic integration and relentless liberalization,
given that the countries most affected were the ones most open and
most dependent on external trade. A new economic paradigm and a
rethink of globalization were required.

MULTIPLE IMPACTS

Participants elaborated on the numerous and tremendous impacts of
the crisis on developing countries. The problem for developing coun-
tries was not just how far their per capita income would fall, but how
long the recession would last; there were fears of another“lost decade
for development.” How much would conditions get worse before they
got better? In addition, the crisis might well trigger other sorts of cri-
ses, including a worsening of the current food crisis and the eruption
of a new debt crisis. An exit strategy was needed that would cover
all countries, and especially the weakest and most vulnerable, since
everyone would be scrambling to get out and the weakest might get
trampled on or not even survive, participants warned.

Inflows of foreign direct investment (FDI) were down worldwide, with
developing countries affected the most severely. International trade
from developing countries in 2009 would be down by an estimated
7 -9 %. That decline in trade was more than just declining revenue: it
also meant declining output, jobs, productivity, incomes, and increas-
ing poverty.

Credit, official development assistance (ODA) and other forms of fi-
nancing had also been cut, especially to developing countries, which
were projected to have net capital outflows of US$700 billion this year.
Debt sustainability was again a major concern, as developing coun-
tries were earning less but paying more. Their foreign reserves were
generally depleted; exchange rates were increasingly volatile; and
their fiscal pressure on the rise.
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The crisis was reinforcing existing inequalities within and between
countries and between the sexes. Women workers in developing coun-
tries were particularly vulnerable in such sectors as apparel, agriculture
and tourism, where they predominated. By contrast, stimulus pack-
ages and incentives had generally been directed to sectors tradition-
ally dominated by male employees, including the car industry and
finance.

ASSESSING EXISTING RESPONSES

At the national level:

It was noted that the ability of developing countries to mitigate the ad-
verse effects of the crisis was contingent on their level of dependence
on external demand (exports), external financing (FDI, remittances,
ODA), and also on their space for fiscal expansion/discretionary de-
mand management and the ability of the authorities to use it flexibly.
The need for developing countries to engage in counter-cyclical poli-
cies was emphasized. However, all sources of financing for developing
countries were affected by the crisis, making it hard for fiscal stimulus
in those countries to compensate for lost sources of growth. Develop-
ing countries simply did not have the capacity to pursue large stimulus
packages. It was pointed out that the question of how to finance that
drop in fiscal earnings remains unanswered, and could not be tackled
in the traditional IMF balance-of-payments framework.

Some concern was raised in the discussion concerning the implications
of the enormous stimulus packages of the developed countries — par-
ticularly in light of the “buy American” clause. It was also mentioned
that the effect of stimulus packages by more advanced developing
countries (such as China and India) might have quite distortionary im-
pacts on the competitiveness of the least developed countries (LDCs)
which are not able to afford similar stimulus measures. It was stated
that the best designed fiscal stimulus packages are those that focus
on targeted job generation and social protection at the core, but that,
unfortunately, direct spending on employment had made up only a
minimal share of fiscal stimulus packages.

It was also noted that restoring health to the financial sector has taken
longer than expected. The financial sector remained in a critical state
in many countries. The limited bank lending taking place was often
at high interest rates. It was also emphasized that the recent signs of
recovery on the stock markets should not be interpreted as signals of a
turn-around. Banks were still facing huge credit gaps that could not be
filled by interventions by central banks and multilateral institutions.

At the global level (G-20 Outcome):

Concerns were expressed as to whether the outcome of the April 2009
G-20 meeting was sufficient to deal with the current crisis in develop-
ing countries. Implementation challenges of the G-20 outcome identi-
fied include: i) the amounts quoted are aspirations and the money is
not yet committed by the major players; i) despite official pronounce-
ments to the contrary, the continued procyclical conditionalities of the
IMF in a number of countries continues to “add fuel to the fire;”iii) the
IMF is still surrounded by political and economic stigma that makes
many countries reluctant to approach it until they are in serious trouble.
In addition doubt was expressed as to whether diverting 0.7% of the
stimulus packages to a vulnerability fund would materialize in light of
the failure to deliver previous donor commitments.

It was stated that the UN system as a whole was invisible and did not
get assigned an important role in the G-20 communiqué. The impor-
tance of the role of the UN and the need for inclusive international gov-
ernance was underlined. Participants added that the role of the IMF in
the G-20 proposal poses a dilemma, as the institution lacks credibility.

Moreover, it remains to be seen how strong the G-20’s commitment is
to put employment, social protection and labour market issues at the
centre of policy responses. It was emphasized that it is important to not
only promote recovery but to lay the foundations for a more inclusive
and sustainable pattern of growth and globalization in the future.

THE WAY FORWARD

In looking ahead to the future, it was asserted that it is clear from the
current crisis that the financial system is unable to regulate itself. It was
pointed out that the present crisis is an opportunity to promote innova-
tive patterns of growth and to re-think and re-balance development



agendas, not just to return to policies of the past. In particular, many
emphasized the need to find a better balance between domestic de-
mand-led and export-led growth, which implied much more effort at
boosting domestic productive capacities for local and regional markets
and generating a steady rise in wages and incomes through productive
employment generation. There was general agreement on the need for
fundamentally new approaches to governing the international finan-
cial system.

Role of the UN and other actors

It was highlighted that the current crisis requires a joint global effort.
The importance of fostering international governance was underlined,
notably with respect to the participation of African countries.

If the process is to be inclusive, counter cyclical, equitable, and en-
vironmentally-sustainable, there is a need for a more decentralized
approach with a stronger coordinating role for the UN and a subordi-
nate role for the IMF and other specialized bodies in dealing with tax,
finance and the economy. One participant questioned the capacity
of the UN to deal with financial sector reform, but other discussants
noted that UNCTAD and the UN system have an important role to play
—not so much in“micro-managing reforms”but in “thinking out of the
box,”identifying new problems and alternative policy approaches and
bringing legitimacy to global economic institutions.

It was suggested that the proposals of the Stiglitz Commission should
be taken as the basis of future UN reform. In particular, many partici-
pants supported the proposal to establish a Global Economic Coordi-
nation Council under the umbrella of the United Nations, as a way to
develop a democratic and legitimate alternative to the G-20.

Many speakers stressed the challenges, not only of designing the re-
forms ahead but also of securing collective action from disparate Na-
tion States. They highlighted the positive role that civil society could
play in this regard, including:

- (ollective civil society pressure can promote multidimensional
action;

- Civil society can add a dose of grassroots reality to the so-far
largely rhetorical debate.

Parliamentarians also had a critical role to play. It was noted that many
parliaments were now in the process of significantly strengthening
their oversight capacity on global economic matters.

Decentralized Approaches

There was a clear focus on the need to plug the “holes in the buckets
and monitor actions carefully to make crisis fire fighting more effec-
tive. Many speakers noted that there was no “one size fits all” solution;
rather, multilateral action had to be“localized” and tailored to meet the
particular needs of each country and region. This could be achieved
in part through stronger regional approaches. For example, regional
institutions could develop and fund special recovery programmes and
plans (e.q., infrastructure and other“back to basics” projects).

Policy Space in International Agreements

Related to this were calls to ensure that countries were accorded suf-
ficient policy space to take necessary stimulus measures, manage cur-
rencies and avoid debt traps. Many speakers highlighted the need in
international agreements and crisis packages to allow national policy
space to fight crises and carry out domestic reforms. This would include
unilateral action on Financial Transaction Taxes and capital controls to
counter “carry trade” and short-term speculative “attacks.” At the same
time, it was seen as equally important to ensure that trade and invest-
ment agreements did not impede developing country governments’
ability to take countercyclical measures to respond to economic dif-
ficulties. Several speakers suggested reviewing the WTO financial
services negotiations and commitments and a number of bilateral
treaties (existing or still under negotiation, such as Economic Partner-
ship Agreements) to ensure they enable effective crisis response and
appropriate regulatory measures.

Global Financial Architecture Reform

”

Many speakers called for reform of the global financial architecture,
including the need to reform the exchange rate system in order to un-
derpin macroeconomic stability and avoid debt traps and speculation.
This would involve going “back to the basics” — to the rules invented
at the 1944 Bretton Woods Conference — in particular, fixed but ad-

justable exchange rates reflecting fundamentals such as inflation rates.
Speakers added that keeping real exchange rates stable would prevent
major distortions in international trade and currencies.

In addition, there was now momentum for creating a new global reserve
system to help deal with increasingly unsustainable global imbalances.
A new international reserve currency — which could evolve through a
greatly expanded and more equitable form of Special Drawing Rights
allocation — could play a substantial and frequent role in countercycli-
cal policies and help in financial stabilization. (A new global reserve
system is a key recommendation of the Stiglitz Commission.)

[t was noted that while a growing number of countries support explor-
ing the transition to a new global reserve system, there is still strong re-
sistance by some of the more powerful actors in the global economy, in-
cluding financial markets. An “evolutionary approach”that would build
on and eventually transform the existing SDR system was thus seen
as the most politically realistic way forward. A bottom-up approach
through regional reserve systems such as the SUCRE (Sistema Unificado
de Compensacion Regional, see p. 5) recently adopted by a number of
Latin American countries could serve as building blocks towards the
new system. It was also important to find ways to build broad popu-
lar support, which was a major challenge given the complexity of the
problem. It was suggested that the new global reserve system could be
explained as a sort of “tax” to bring greater equity between surplus and
deficit economies (instead of the current system that — with the excep-
tion of the United States — places all the adjustment pressure on deficit
countries and forces developing countries to build up excess reserves
which are diverted from real economy investments).

A Global Jobs Pact

It was noted that the crisis was causing not only alarming rates of un-
employment and new working poor: there were already signs of wage
deflation, which was described as even more dangerous than beggar-
thy-neighbour devaluations and protectionism. There were possible
parallels with widespread wage deflation which contributed to and
prolonged the Great Depression in the 1930s. It was also stressed that
in today’s crisis, workers around the world were often faced with the
dilemma of losing their jobs or accepting a wage cut. This seemed ra-
tional behaviour at the enterprise level. However, if this pattern became
generalized, it would become a self-defeating exercise as more jobs
would be lost as a result of further contraction of global aggregate de-
mand.

[t was thus urgent to take measures to reverse this trend. The ILO, in
cooperation with other international organizations, was in the process
of developing a Global Jobs Pact (see Box 4, p. 16 and Go Between 119)
that would likely include the following strategies: better coordinated
collective bargaining and other policy support measures (such as mini-
mum wage policy) to enable average wages in all countries to rise in
line with productivity growth; much more employment intensive
stimulus packages that should also contain the strengthening or in-
troduction of social protection measures; better coordination between
national efforts in this regard; respect for workers’ fundamental rights at
work; and special credit and productive capacity support for SMEs.

It was noted that the role of the State as a “lender of last resort” had
dramatically returned to the mainstream policy agenda because of the
systemic risks posed by a collapse of the banking system. It was urgent
to recognize an at least equal role of the State to introduce automatic
stabilizers (social protection) and/or act as an “employer of last resort”
in the face of the systemic risks posed by a collapse of global aggregate
demand.

Other proposals for the way forward discussed at the Symposium are
summarized in Box 3. Full details and background papers on the Sym-
posium can be found online: (www.unctad.org/publicsymposium).

For further information on UN Conference and the activities and events
surrounding it, visit the NGLS webpage on the economic and financial
crisis: (www.un-ngls.org/spip.php?page=infocus&id__mot=38).

Contact: Amel Haffouz, Civil Society Liaison/Outreach Officer, Civil Society
Outreach (CSO), Communications, Information and Outreach (Cl0), Office
of the Secretary-General, UNCTAD, Palais des Nations, CH-1211 Geneva
10, Switzerland, telephone +41-22/917 5048, e-mail <amel haffouz@
unctad.org>, website (www.unctad.org).
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Box 4: ILO Summit Adopts Global Jobs Pact

Following a three-day Global Jobs Summit with some 4,000 delegates from 183 countries, the International Labour Organization (ILO) adopted on 19 June
2009 in Geneva a Global Jobs Pact to guide national and international policies to refocus crisis recovery efforts around the Decent Work Agenda: creating
jobs, safeguarding rights, protecting people, promoting voice, participation and sustainable enterprises.

The Pact is designed to offset the prospect of prolonged global increases in unemployment, deepening poverty, the systemic risks of a deflationary wage
spiral as well as contribute to building the foundations of a fairer and greener, more balanced global economy.

The Pact was adopted against a backdrop of a recent report by the ILO [Global Employment Trends, May 2009 Update] showing an unprecedented increase in
unemployment globally and a persistence of very high levels of poverty. ILO Director-General Juan Somavia said the ILO estimated that even if an economic
recovery began to take hold this year or the next, a global jobs crisis could linger for six to eight years. He also said that with 45 million new entrants to the
global jobs market annually — most of them young women and men — the global economy would have to create some 300 million new jobs over the next
five years just to go back to pre-crisis levels of unemployment.

The Global Jobs Pact proposes a range of crisis-response measures that countries can adapt to their specific needs and situation. It is not a one-size-fits-all
solution, but a portfolio of options based on successful examples, also designed to inform and support action at the multilateral level. These include mea-
sures to retain persons in employment, to strengthen respect for international labour standards, to sustain enterprises — with special support measures for
small and medium enterprises (SMEs) — to accelerate employment creation and jobs recovery, combined with social protection systems, in particular for
the most vulnerable, integrating gender concerns on all measures.

In the final build-up to the UN Conference on the World Economic and Financial Crisis that was held on 24-26 June in New York, the Pact also calls for
the construction of a “stronger, more globally consistent supervisory and requlatory framework for the financial sector, so that it serves the real economy,
promotes sustainable enterprises and decent work and better protects the savings and pensions of people.” Such a framework would be part of the broader
set of measures that require policy coherence, international coordination and full collaboration between the ILO, the United Nations and all other relevant
organizations for “shaping a fair and sustainable globalization.”

“We are sending a message of vision, change and realism to governments and to the women and man in the street,” said Leroy Trotman, Worker Vice-
Chairperson of the Conference’s Committee of the Whole on Crisis Response. “Recovery requires a wage-led increase in aggregate demand, social protection
and social dialogue, and collective bargaining. But it also means no interference by employers, when workers organise themselves and represent their
interests collectively.”

“We need to give life to this commitment,”said Mr. Somavia. “We all have a collective responsibility to the future. Together we can make good on our com-
mon aspirations. We have a mandate to act now, and working together we will certainly succeed.”

As requested in the Outcome Document of the UN Conference on the world economic crisis, the ILO Director General presented the Pact to the Economic
and Social Council (ECOSOC) meeting in Geneva for its substantive session. On 24 July, the Council adopted a resolution entitled “Recovering from the crisis:
a Global Jobs Pact” (E/2009/L.24), which encourages Member States to promote and make full use of the Global Jobs Pact as a general framework within
which each country could formulate a policy package specific to its situation and priorities.

The resolution also requests funds, programmes and the specialized agencies of the UN to take into account the Global Jobs Pact in their policies and
programmes, as well as to consider the integration of the policy contents of the Pact into activities of the resident coordinator system and UN country
teams in the context of their assistance provided for national crisis responses measures. It invites the international financial institutions and other relevant
international organizations to integrate the policy contents of the Pact in their activities.

Furthermore, it encourages multilateral organizations, donor countries and other development partners to consider providing funding for the implementa-
tion of the Pact’s recommendations and policy options for countries that lack the fiscal space to adopt response and recovery policies. The UN Secretary-
General is requested to report to the Council at its substantive session in 2010 on progress made in implementing the resolution.

Further information on the Global Jobs Pact is available online: (www.ilo.org/global/What_we__do/Officialmeetings/ilc/ILCSessions/98thSession/pr/lang-
-en/docName--WCMS_108456/index.htm).
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