2

Shaping a Fair Globalization:

Mainstreaming Decent Work in the Multilateral System

Keynote address by Stephen Pursey, ILO, to IHSP Research to Policy Conference
McGill University, Montreal, 1May 2008

Thank you Jody for the invitation to participate in this important and timely Conference and share with you some of the thinking and work of the ILO which I hope you will find useful for your future work. I am also getting a lot from the Conference. My job is to extract messages from research and use them for policy development and advocacy, so I am finding the discussions very interesting.
It is a particular privilege to come to McGill as this is literally the second home of the ILO. 

For some five years during the Second War the ILO operated from the chapel of the university. The Prime Minister and the Chancellor were a little surprised when the then Acting Director General Edward Phelan turned up with senior staff off a boat from Lisbon following an exciting car chase across Europe ahead of Hitler’s armies. 
But the university quickly moved the pews, squeezed in the Geneva exiles and made them welcome. It proved to be a productive stay as the ILO prepared to relaunch itself at the Philadelphia Conference of 1944. 

The ILO was one of a very few international institutions that survived the wreck of the League of Nations. I think we have Canada to thank in good measure for that. If you want to know more about that fascinating time, John Mainwaring a Canadian government representative on the ILO Governing Body in the forties and fifties wrote a fine history of Canada and the ILO which I am sure is in the University library.

I could very easily continue this historical digression because if you look back at the 1919 Constitution and the Declaration of Philadelphia you can see in only slightly different language that the ILO was set up to help shape a globalization that promoted decent work for all and thus cooperation between nations and people to end poverty.

But what I would like to do today is to connect the ILO’s efforts to promote decent work for a fair globalization to the agenda of this conference. 
The world of international institutions can seem very remote from the daily struggles of working families to avoid the trap of poverty and better still establish a secure and reasonably prosperous life for themselves and their communities. 

The title of this Conference shows clearly that you are thinking globally while acting locally. I think we all want to find ways forward in which for example Chinese and African working families progress at the same time as Canadian families, and vice versa, and certainly not at their expense. But we have to be more ambitious than simply trying to ensure that the international system does not limit national policy space to tackle poverty and inequality. The goal should be a multilateral system that itself mainstreams objectives like decent work for all and the eradication of poverty.

Making that happens requires a structure of institutions for international cooperation. We have one, largely set up over sixty years ago, imperfect for sure, but having in my view a potential that is not fully realized and which could be enlarged by intelligent reform and development.

Thinkers and doers concerned about working families and poverty need to get involved in making this system deliver better for the people we care about. If we do not engage, the system will reflect other powerful interests.

So I propose to dive in and give you a narrative of the evolution of the concept of decent work, how it has come to be a significant force in shaping a more effective multilateral system that in turn holds some promise for enabling us to shape a fairer globalization. I will situate that in the context of the financial turmoil, economic slowdown and soaring food and fuel prices. 

If I can do that at sufficient pace I hope to leave myself some time to stand back and evaluate what the elements are that have helped the ILO to once again relaunch itself as a top division player in the multilateral system and what the next steps might be.

Decent Work concept

The origins of the Decent Work concept were during 1998 when Juan Somavia had a year after his election as Director-General before taking office in February 1999. The outgoing Director-General Michel Hansenne generously offered Ambassador Somavia Office support in preparing the 2000-2001 Programme and Budget. The phrase Decent Work for All emerged from that year of reflection as both an answer to Ambassador Somavia’s own question of what is the sound bite answer to “What is the purpose of the ILO?” and as a way of organizing the ILO’s own work programme.

In his 1999 report to the International Labour Conference he set out the primary goal of the ILO as “to promote opportunities for women and men to obtain decent and productive work, in conditions of freedom, equity, security and human dignity.”

The report further explained that the concept of decent work sums up the aspirations of people in their working lives. 
It also reflects the concerns and the demands that governments, workers and employers bring to the ILO. As you all know the ILO is the only international institution where governments share decision taking with representatives of employers’ organizations and trade unions, giving it a unique tripartite identity and dynamic. 

The overall objective was also conceived as having four strategic fields of action: fundamental principles and rights at work and international labour standards; employment and income opportunities; social protection and social security; and social dialogue and tripartism.

Progressing on all four of these pillars of the concept was seen as relevant for all workers, women and men, in both formal and informal economies, in wage employment or work on own account, in the fields, in factories or in offices, in their home or in the community. The goal of gender equality was set as a cross-cutting objective along with poverty reduction.

The rationale for this strategic goal, its four component pillars and the two cross cutting themes was summarized in the following way.

Progress towards decent work depends on the freedom of people to express their concerns, organize, defend their rights and participate in the decisions that affect their lives. 

It requires opportunities for work that is productive and delivers fair incomes, and that in turn must be built upon entrepreneurship and enterprise, and an enabling environment for investment.

It further calls for action to promote security in the workplace, decent and safe conditions of work and social protection for families. 

And social dialogue among representatives of governments, trade unions and employers’ organizations is both an aim in its own right and a means to achieve these goals.

The concept has proved robust and adaptable as a means of presenting the ILO and what it does, as well as in organizing how we go about the task. Indeed, the concept has deepened and widened quite significantly in the nine years since it was launched without losing the crispness of the two word sound bite. Perhaps the most important aspect is that developing countries see Decent Work as a development tool whereas 10 years ago many had pigeon-holed the ILO as only concerned with labour standards and posing a threat of protectionism.
Spreading Impact of Concept

The initial aim was therefore to consolidate and integrate several streams of ILO policy and practice into a more coherent whole so as to make the Organization more effective and influential. Over the course of the next few years decent work started to attract interest beyond the ILO itself not least because the goal of full employment, of more and better jobs, had slipped off the agenda of international economic and social policy despite the political reality that all governments have to make it a priority, at least during election campaigns. The Washington Consensus was looking more and more threadbare mainly because while competitive markets inject the animus of innovation into the economy, they do not have a social dimension.

In 2002, the ILO set up a World Commission on the Social Dimension of Globalization. It was co-chaired by Tarja Halonen of Finland and Ben Mkapa of Tanzania, sitting Presidents of their countries, and included a range of independent opinion and representatives of labour and business. 
Joe Stiglitz was a member along with the President of Toyota. It produced a hefty report in 2004 titled A Fair Globalization: Creating Opportunities for All.

The report ranged widely but basically concluded that globalization produced benefits and costs which were not fairly shared and its current track was not sustainable. But they also said that through a broad range of incremental reforms, international and national policy frameworks could be changed to shape a fair globalization. It firmly rejected the notion that globalization should be rejected wholesale.

Furthermore the report also said that for most people whether or not globalization was creating decent work opportunities was the biggest single factor determining support or opposition to international economic integration.

The ILO agreed to take up most of the policy recommendations of the Commission. The report was however also presented to the UN. This resulted in a General Assembly resolution and the inclusion in the 2005 Summit document reviewing progress on the Millennium Declaration and the Development Goals of the goals of a fair globalization and decent work for all.

That in turn led to the absorption of decent work as defined by the ILO into the international system. In 2006 the UN’s Economic and Social Council adopted a comprehensive text on mainstreaming decent work throughout the multilateral system.

That was followed up by the Chief Executives Board of the UN adopting a Toolkit on mainstreaming Decent Work prepared by the ILO. The CEB also includes the World Bank, the IMF and the WTO.

This proved to be particularly important as the UN was simultaneously digesting the call by a High-level Panel for One UN. 
Decent work became a good example of how, with some effort and some innovative thinking, the system could operate in a collaborative way on shared goals. It also demonstrated that the system could respond to a basic concern of citizens and voters all over the world. 

Last year the UN Secretary-General proposed to add the goal of decent work for all women and men as third target under MDG One of halving extreme poverty.

I should add that it was not just the UN system that picked up the concept of decent work and of the idea that the divide between the pro and anti globalizers could be overcome by agreeing to shape a fair globalization. Indeed, the idea initially spread through several regional organizations notably the European Union, the African Union and the Summit of the Americas. 

And it has continued to spread. The 2007 G8 Summit in Germany endorsed it. And earlier this year President Hu of China embraced it. 
And President Zoellick set the overarching goal of the World Bank as an inclusive and sustainable globalization – a phrase which he acknowledges owes much to the fair globalization idea launched by the World Commission and the ILO. Last week in Ghana the UNCTAD included decent work and collaboration with the ILO in its new work plan. 

I could go on but I think you get the idea. Looking back ten or fifteen years to the heyday of the Washington Consensus, I think one has to conclude that the ILO with its concept of Decent Work has helped to shift the policy agenda closer to the concerns of working families and the issues that really matter in overcoming poverty. But equally one also has to say that life has not got any easier for those families over the same period. The talk has changed, but the position of working families has not improved much if at all in many countries.

Pushing back the Tide

Is this effort to mainstream an idea like Decent Work in the multilateral system worth it? 
If so many different institutions and individuals can support it, surely it must be so unchallenging as to be useless? Would the ILO have served its constituents and working women, men and families better by focussing on local level actions and ignoring the conference rooms of the multilateral system?

The battle of ideas matters in trying to develop a policy environment for the many different ways in which we have to tackle poverty and inequality. We have to increase the space for local action, generate the support it needs, and enlarge the scope of projects so that they become programmes and national policies. We have to overcome obstacles and broaden engagement. In other words you have to try to think and act globally and locally. One of the main advantages of the decent work concept is that it makes sense in global summits and town halls.

I am sure this audience has noted the parallels with gender mainstreaming. They are not accidental. Decent work is for all, but most of all for women.
The ILO’s efforts to develop a concept that commands widespread support and then try to make sure that it becomes a reflex in all the places, high and low, where it can make a difference is an unashamed copy of gender mainstreaming.

However, as we all know progressing in the battle of ideas is one thing and getting bread on the table another. Concepts in my view can enable tangible progress but it takes time and in many ways we are pushing against a tide of increasing inequality in many countries.

Increasing inequality

Poverty as measured by the standard 1 and 2 dollars a day poverty lines has declined significantly in recent years. Kathy and Jody and others have presented these numbers so I will not repeat them.
Current projections indicate that the Millennium Goal of halving the proportion of persons living in extreme poverty could be met in the aggregate for the world by 2015. The main reason for this is rapid growth in China, which was markedly pro-poor in the early nineteen nineties. Sub-Saharan Africa is unlikely to reach the target.

There is however rising concern that spreading economic slowdown and soaring prices of staple foods especially rice could make a huge dent in poverty reduction. 

The number of persons living on less than one dollar a day is declining much more rapidly than the number of persons living on less than 2 dollars. In 2015, over 2 billion persons could still be living on less than two dollars a day. This is one in every three persons living in the developing world.

Furthermore, approximately half of total poverty in poor countries is transient as opposed to chronic poverty; that is persons moving in and out of poverty as a result of changing conditions, be it employment, health, life risks or new opportunities. 
So many more people experience poverty, or are vulnerable to poverty, than are below the poverty line at any point in time.

Poverty remains high in developing countries amongst working age women and men, especially where the formal economy is small. 
Most of the working poor eke out a living in the informal economy. Own-account workers, workers in small and very small enterprises, and casual wage workers form a large majority of those toiling in the informal rural and urban economies of the developing world. A large majority are women. And the poorest of the poor are in rural areas.

In industrialized countries levels of relative poverty (based on a threshold of 50 per cent of the median income) reached 10.6 per cent across 20 OECD countries in 2000, up from 9.4 per cent in the mid 1980s. 
Between 1979 and 2005 the pre-tax income for the poorest households in the USA grew by 1.3 per cent a year, middle incomes before tax grew by less than 1 per cent a year, while those of households in the top 1 per cent grew by 200 per cent pre-tax and, more strikingly, 228 per cent post-tax. The result of this lopsided distribution of income growth was that by 2005 the average after-tax income for the bottom fifth of households was $15,300, for the middle fifth $50,200 and for the top 1 per cent just over $1m.

And this type of heavily skewed distribution is mirrored in a number of other countries. The USA does not come at the top of the inequality rankings, South Africa, Brazil, Russia are ahead and China is rising fast.

What is driving increased inequality and what can we do about it?

Growth, particularly in the last five years of “financialization”, has failed to reach working families in many countries, both developed and developing. In some countries, it is the sharp rise in earnings of the highest paid, particularly the top 1 per cent, that has stretched out pay gaps. Other frequently cited possible explanations for increasing inequality include skill-biased technological change, trade liberalization and financial openness, including foreign direct investment. 

It is notoriously difficult to disentangle one element of globalization from another, but it would appear that the wage premium for skilled workers, in high demand in the labour market, has been bid up, perhaps by a combination of these forces. 
In addition, labour market reforms designed to promote flexibility and lower labour costs, cuts to welfare benefits, less progressive tax policies, weaker collective bargaining and social dialogue and neglect of minimum wages have all contributed to weakening the position of the bottom half of labour income earners in most countries.

The expansion of trade, of production systems spanning the globe and of international capital movements has greatly intensified competition among workers across labour markets, weakening the bargaining position of labour. In many countries the share of total national income going to capital has increased and that to labour fallen. 
The current crises in the global economy are however provoking a reconsideration of the policies that generated a pattern of growth that offered so little to working families and the poorest in our communities. Much of it concerns how to regulate some very obscure financial instruments but it is not just the balance sheets of banks that are out of kilter. The global economy is too.

An unstable, volatile and speculation-prone financial system is bad for growth and productive investment.  Bob Lutz (Vice-President of General Motors) has put it best “This time it’s a leveraged derivatives bubble and a subprime bubble.   That’s all ok for a while until it gets to the tipping point.  Then it absolutely unravels.  And then the market has to relearn the same old lesson:  real economic growth is created by value-added production.  You cannot create real economic growth by trading pieces of paper.  We have to relearn that lesson over and over again.”  

Policy initiatives within the framework of the Decent Work Agenda could be an important component of such an international relearning. 
Exports to the United States and other industrialized countries have been an important component of developing countries’ recent surge in growth. 
Not only is the export-led, low wage development model unbalanced socially, it is also contributing alongside big US deficits to an unbalanced global economy.

Looking to the short- to medium-term policies that might reduce and counteract the spillover effects of a rebalancing of the US economy and high food and fuel prices, an important role could be played by stimulating domestic consumption and job-creating investment in developing countries. 
Such policies should focus on the employment and social protection needs of lower income women and men who from a macroeconomic perspective have a high propensity to spend. They include developing social security systems with a wider coverage in developing countries. This tackles both the social and the economic imbalances that weaken the sustainability of development as well as helping low income families directly. Well-designed basic social security systems both give better overall protection and release income for consumption and thus stimulate domestic and global demand. Minimum wage fixing policies can also compensate for the weak bargaining position of the lowest paid workers and ensure that the benefits of growth are more equitably shared between workers and employers.

Investment in human resources development and linking this to enterprise needs is another important means of preparing economies for recovery. In many countries skill shortages have been a growing source of imbalance throughout the economic upswing.

Infrastructure investment can be an important direct stimulus to employment. Since many countries are looking to renew their infrastructure as part of strategies to reduce greenhouse gas emissions, programmes to create “green jobs” which are economically and environmentally sustainable, could be part of the strategy to counteract a slowdown. 

The ILO’s Decent Work Agenda thus offers both policy tools that have heightened relevance in a period of slowing growth and the mechanism of social dialogue and international labour standards for developing consensus over priorities.

Strengthening international action for decent work in a globalized market economy

Let me conclude with a few brief remarks on the means at the disposal of the ILO and by extension the multilateral system to promote decent work.

The power and influence of international organizations including the ILO rests on the authority that states give them. It is worth remembering this when we hear calls for the IMF or the WTO or the UN or the ILO to do something. If we need a stronger ILO we need to persuade member states that it is necessary and worth paying for. At the ILO we do have one extra ingredient and that is the voice of organized labour and of employers. If they are pushing for a stronger ILO governments have to listen.

But what are the means of influence and power?

First and foremost we have international labour Conventions. These are international treaties that member states ratify. 
When they do, they promise to take the principles in the Convention into national law and practice. Furthermore they promise to report periodically on their application of these principles. And they agree to respond to complaints of non-compliance that might be lodged by other states or by unions or employers. The ILO has probably the most advanced supervisory system for Conventions of all international human rights bodies. States do not like being criticized by the ILO and usually try very hard to avoid it by amending legislation or improving means of application.

But we do have occasions when they do not. Furthermore countries do not always ratify Conventions.

Where countries are persistently failing to apply ratified Conventions we have an escalator of legal instances to raise the stakes. It ends with a country being referred to the Conference for action under Article 33 of the Constitution. 
This states:

In the event of any Member failing to carry out within the time specified the recommendations, if any, contained in the report of the Commission of Inquiry, or in the decision of the International Court of Justice, as the case may be, the Governing Body may recommend to the Conference such action as it may deem wise and expedient to secure compliance therewith.

This is a very broad ranging power and has never been used although it has been threatened and is being used now to push the government of Myanmar to end its practice of forced labour.

Is this enough? Hard to say, until you start trying to make use of it. Although it is of long standing, the Article was in effect in the freezer throughout the Cold War. 

A further evolution in recent years is the Declaration of on Fundamental Principles and Rights at Work. Dating from 1998 it brings together freedom of association, forced, labour, child labour and discrimination in a package of what are often called core labour standards. 
These are essentially deemed as being obligations of all member states by virtue of membership not just by ratification. 

Ratification opens up more means to ensure application but the Declaration itself has proved to be an effective way of promoting observance. In fact the Conventions on which the Declaration is based are also highly ratified and we are in sight of having universal ratification. 
One of the main advantages of the Declaration is that it situates core labour standards as a social floor for globalization that enables working women and men “to claim freely and on the basis of equality of opportunity, their fair share of the wealth which they have helped to generate, and to achieve fully their human potential”.

One neglected area that would make a major difference to the application of labour standards is strengthened and modernised labour inspection systems. More affluent countries should support the developing countries in doing that.
The ILO has three other means of action. We collect information and statistics, do research and try to pull that together in statements of good practice. That research feeds policy advice and technical assistance to governments and the social partners. 
Finally we can collaborate with other agencies to get ILO policies reflected in their strategies.

This last element of mainstreaming is particularly important for the ILO as creating an environment conducive to decent work requires action in many policy domains. Trade, finance, health, education and the environment are just a few of the policy fields that matter to creating more and better jobs and an inclusive labour market. If, as I suspect the current crises, are a turning point in globalization, the ILO needs to get the Decent Work Agenda on to the global recovery agenda.
Labour standards, research, policy advice and technical assistance all help in this effort of mainstreaming. For example the International Finance Corporation of the World Bank has adopted social criteria for its lending to the private sector based on ILO Fundamental Principles and Rights at Work. The EU’s scheme for tariff reductions is more generous to countries that ratify and observe core labour standards. 

The ILO’s work with individual countries is increasingly organized through Decent Work Country Programmes which in turn are designed to fit into broader national development strategies and the multilateral framework. Many donor countries including Canada are ready to back this approach by helping to fund our technical assistance. 

The sum of these means of action creates the ILO’s influence and power. This year at the International Labour Conference we will be reviewing all of this with a view to further tightening up how we work to make sure the policy portfolio we offer is up to date and targeted on current needs, that countries get a coherent decent work support package that reflects their priorities and that our partnerships with other agencies are delivering.

Getting more progress will require increased policy coherence across Ministries. Labour, employment and human resources departments will need to engage much more with trade, finance, education, health and development ministries. The ILO, through the mechanism of the Chief Executive Board can do a lot of mainstreaming in the international institutions. But that will not get very far if national policy coherence around Decent Work is also not mainstreamed.

The ILO is coming up for its 90th Anniversary. Yet it has proved to have a capacity of renovation which keeps it up to date. I hope I have managed to convey that it has now going through another one of those periods when its influence is on the up. In many ways it is an organization whose time has come. The original 1919 vision was chopped off by the rise of fascism and isolationism. The post Second World War vision, beautifully crafted here in McGill, was stymied by the Cold War. Maybe just maybe its time has come again, but I would be surprised as any baseball hitter if it got more than three chances.
