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Overview

1. Labour and Employment Ministers from the G8 daas, Brazil, China, Egypt, India,

Mexico and South Africa met in Rome on 29 - 31 Nairt order to discuss the employment
and social challenges brought about by the ongamgs and in particular the rapidly

increasing job losses. They were joined by the pema Union Commissioner for

Employment, Social Affairs and Equal Opportunitias,well as by the Director-General of
the ILO, the Secretary-General of the OECD andXt@puty Managing Director of the IMF.

2.  Ministers met on the eve of the release of tB€D’s latest projections for growth and

employment for 2009 and 2010. Global economic #gtig forecast to shrink by 2.7 percent
in 2009 and economic activity across the OECD &galummet by an average 4.3 percent.
The global recession is predicted to worsen througB009 before a policy-induced recovery
gradually builds momentum through 2010. Unemployimemredicted to rise sharply across
all OECD countries, peaking in 2010 or early 20h#l aaching double digit levels for the

first time since the early 1990s in many countridse number of unemployed in G7 countries
will almost double from its mid-2007 level to reasbme 36 million people in late 2010. The
Social Summit was also designed to be an input¢oG20 London Summit held on 2 April

and its conclusions are referred to in the Londmmctusions.

3. In the Summit’s conclusions, Ministers recogditeat ‘mutually reinforcing economic,
employment and social policies are essential taesking the significant job losses produced
by the crisis, providing income relief and trainignd retraining services for people and
households affected by the economic turmoil, pv@sgrhuman capital” (8§ 3) and that
“macroeconomic policies must be linked to employnagit social policies that prevent
unemployment...(8 3). They also emphasised that “twerent downturn should not be taken
as a pretext to weaken workers’ rights to whichntaas have committed. Rather it is an
opportunity to reassess and extend - where feasibeial protection schemes to ensure they
are efficient, effective and indeed helping allsh@ffected by the crisis, especially the most
vulnerable. In countries where adequate social gcbbn measures do not already exist,
timely actions should be undertaken to implememt meeasures to protect then(§ 17).
These key messages of the Summit are both appt@pnad welcome.

! http://www.g8italia2009.it/G8/G8_Allegato/conclusio ENG.pdf
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4.  Ministers also importantly noted that theotial dimension is a necessary part of a
more integrated governance, combining social, laband employment priorities with
economic and financial challenges, including withview to the debate on promoting
sustainable economic and social actiVigg 19). It is highly positive, therefore, that Msters
invited international organizations, and in parécuhe IMF, the OECD and the ILOtd take
into account the labour market and social impacttleir advice and cooperation with
Governments and to share lessons and draw up netegélet recommendations, based on the
principles in this document, for effective emploginand social protection policies to
mitigate the impacts of the crisis and to ensurstanable recovery(§ 20). It is essential
that trade unions make use of this developmerair preparations for the next G20 summit,
to be held later in the year, which will have teds on the jobs crisis.

Consultations between Ministers and the Social Paners

5. Prior to the G8 Social Summit, consultations evdreld between Ministers and
delegations of trade unions and employers. Tradenutelegates submitted a staterfehat
called for “a global action plan for jobs” and hiiginted the political risks that stem from the
human and social costs of the crisis, remindingistiéms that workers were paying for the
crisis, through the loss of jobs and income, asl vasl through deteriorating working
conditions and precarious work. They also warnethefdangers of adopting a position that
regarded the crisis as only financial and the wfleexit strategies as being to return the
economy to a pre-crisis world. Instead, trade urdelegates called for a paradigm shift in
economic, labour market and social policies angarticular for the OECD and the IMF to
reassess the assumptions underlying their policgmenendations. Specific reference was
made to recent labour market and benefit refornfschvhave resulted in small and often
short-lived benefits, which have served to weakatoraatic stabilizers, while failing to
prevent poverty. Trade union delegates also empédghe importance of using short-time
working schemes and job-sharing as an alternativeetiundancy and unemployment.
However, they expressed reservations regardinggbef tax incentives in this respect.

6. The statement submitted by employers and busineganisations sets out guiding
principles for policy action. These reiterated tiseial business agenda, underlining the need
to promote employability and opportunity and to keareform happen” with the aim of
reducing alleged labour market rigidities, implenia flexicurity, reducing non-wage costs,
ensuring labour mobility and promoting investmeantkills, education and training through
stimulus packages. Moreover, their submission ddibe the lowering of administrative and
compliance costs for SMEs and advocated wage nedsctreduced working hours and
work-sharing as a means to retain jobs. The busisabmission also argued in favour of
social dialogue involving governments, businessekvaorkers (unions were not referred to)
and for government measures to support job creatimmtuding green jobs, with the latter
being based on entrepreneurial activity, innovaiod the requirements of sustainability. At
the consultations diverse business view were voiaiith one delegate expressing objections
to “green jobs”, whilst another more positively denced the concept of shareholder value
and strongly advocated the need for meaningfulodis between employers and trade
unions.

2 http://www.tuac.org/en/public/e-docs/00/00/04/6%dment _doc.phtml




Themes Discussed by Ministers and the Input Providkeby High Level Representatives
of International Organisations

7. The Summit discussions were organised into thpemary sessions. The first,
introduced by the Secretary-General of the OECDGArria, focused onThe financial
crisis and its consequences on the labour marketsi@ welfare systems of G8 countrie$
Mr Gurria underlined the need to revive the globabnomy, in particular by tackling the
mess in financial markets and implementing a mamoeemic stimulus. He identified the
following “difficult new challenges to labour matkeand social programmes” in order to
mitigate the impact of the crisis on people:

- find the extra resources needed to scale up labmarket programmes to respond
adequately to the jobs crisis

- promote labour demand and avoid unnecessary laggftsedit constrained firms;

- provide adequate safety-nets during a severeoasicndownturn to job losers and low-
income families;

- maintain ‘the activation stanceof labour market policy and cooperate with pravéfor
profit) employment agencies, “remunerated by feeSiclw reward employment
outcomes and minimize the risk of cream-skimmingthwhe aim of facilitating and
accelerating the placement of job seekers;

- maintain an effective labour supply, even durihg severe downturn amdfrain from
addressing the jobs crisis by a reduction in theuda force.

8.  With regard to developing countries, Mr Gurrraphasized that we shoulddt forget
that most of these policy tools to mitigate the &mmnmpact of the crisis are not available for
the great majority of the people of this pldnahd that most of thesecOuntries are now
facing serious difficulties and social tensionsaagesult of a crisis they did not create. We
cannot let these people down; both for reasonghot® and for enlightened self-interest. The
developing world’'s unemployment problem is a Gbfam, an OECD problem. We need to
address the world’s labour crisis together, througinhanced and more inclusive
international co-operation. Relying purely on nai#b policies will no longer do the trick

9. The second plenary session, introduced by thecfdr General of the ILO, Mr J.
Somavia, focused onThe financial crisis and its consequences on thedaur markets
and welfare systems at world wide level The ILO’s background paper outlined the impact
of the financial and economic crisis on world labonarkets, as well as its effects on
vulnerable groups such as women, youth and migvarkers. Referring to the late&iobal
Employment Trends (ILQanuary 2009), the paper highlighted the contindetgrioration

in labour market and social conditions and thel viesed to avoid social hardship. It noted that
“the global economic crisis comes after a sustaipedod of growth, whose benefits were
unevenly sharédand that growing income inequalityiés at the heart of the current crisis

It also provided a preliminary assessment of theleyment and social impact of financial
rescue and financial stimulus measures. The papeiuded that:

- first, rescue measures to banks, though of umglected magnitude, have not revived
bank credit;

- second, fiscal stimulus measures announced bgrgments are generally on a lower
scale than rescue support to banks. In additioay tthostly do not focus sufficiently on
employment and social protection;



- third, world markets are affected by the creduirch (which dries up trade finance
available to enterprises) and face the risk of imvepoking solutions and protectionist
responses;

- fourth, inadequate attention has been given todbvelopment perspective. The social
impacts of the crisis in developing countries aseacerbated by the fact that the
majority of workers and small businesses do noehmasic social security;

- fifth, the stimulus measures have, so far, nenlseployed with a view to ensuring that
global growth is more equitable and sustainabléhe medium to longer term. Global
imbalances, decent work deficits and inequalitiagenbeen a significant contributor to
the crisis.

Finally, the ILO proposed that a ‘global jobs pdo# built by further developing the ILO’s
Global Employment Agenda, which should seek to:

- support economic recovery through decent workcps, especially the strengthening
of social protection;

- reduce the risk that the crisis spreads furtheroas countries by providing support in
particular to vulnerable countries; and

- pave the way for a more sustainable, fairer gladion.

10. The third and final plenary session addres3dt “role of welfare policies and the
social dimension in the new scenario of globalizan” and was introduced by the First
Deputy Managing Director of the IMF, Mr J. Lipskie reiterated the four key messages
delivered previously by the IMF on the challengéshe crisis— supporting financial sector
restructuring as a first priority; supporting aggage demand in 2009 and 2010 by
expansionary monetary and budget policies, in @agr through strong fiscal expansion;
providing much-needed financing to emerging maecoetnomies; and critical support for low
income countries by significantly increasing corso@sal lending- and called on Ministers
to safeguard globalization’s benefits. Referringthe IMF October 2007 World Economic
Outlook, he assertedHat it is the specific form of recent technolodjiadvances, rather than
globalization per se, that has contributed mostriging inequality. Nevertheless, he
conceded that governments and international orgdais tan and should do better at
spreading the gains from global integratipand proposed the following:

- reducing labor market rigidities enables workeéospursue changing opportunities by
lower the costs and risks of job changes;

- workers should receive support and assistanciénprocess of reacting to economic
evolution. Improved education and training helpsrkeos keep up with technological
advances and to upgrade skills;

- strengthened social protection measures, suan@e effective unemployment benefits,
can also ease the transition process and encouséiis upgrading;

- policies that increase the availability of finan¢o the less privileged and advance
trade liberalization— for example by helping to increase agriculturapests from
developing countries would also help spread the benefits of globalorati

11. Finally Mr Lipsky emphasised that for the tibwing it would be fiecessary to focus on
strengthening and better targeting social safetygsnend on providing opportunities for
displaced workers to regain employment as rapidlyassiblé This would boost automatic
stabilizers, thereby supporting demand expansion.



The Outcome of the Ministerial Deliberations

12. Ministers agreed on four key strategies in otd@ddress the ongoing crisis:

promoting job creation and effective employmerd Eabour market policies in order to
restore confidence;

supporting the income of people and their familierough effective and responsible
social protection systems (social security and labprotection), with the aim of
sustaining rapid recovery, through reinvigoratechsamption and investment;

fostering human capital developments through aeppate education and training
policies to enable people to remain employed, tevent social exclusion and to
support aggregate economic growth and individuaeés'eer prospects;

actively addressing social as well as financiaidaeconomic issues to achieve
sustainable growth and development

13. Ministers further agreed on a number of meastoegrotect existing jobs, create new
jobs, develop skills and strengthen social provecti

() promoting targeted effective active labour iketr policies to help reduce
unemployment;

(i) enhancing skills development and matchingsjetath labour market needs, to
help people maintain their connection with the labmarket and to prevent mass
unemployment, including through partial unemploymeschemes (e.g.
compensated short time work or work sharing) comtbinwith training
provisions;

(i) ensuring effective social protection systeiméelp affected workers and families;

(iv) enabling labour markets to respond to broadtuctural changes.

14. Ministers also proposed that particular consitien should be given to measures aimed
at facilitating changes in the labour marked) ‘active labour market policies, including
temporary employment subsidies and job placemewicss; b) training and skills upgrading
especially for the unemployed and people at riskedfindancy; c) temporary flexible work
arrangements, including part-time, and working timegluctions that can prevent lay offs,
save considerable firing and (re)hiring costs fiomfs and prevent loss of firm-specific human
capitar’.

15. The conclusions also highlight the importanéeacskilled work force, stating that
“investment in people is a crucial tool to incregsproductivity and for successful recovery.
Policies that focus on upgrading skills should hefisure that future labour market needs are
met. This commitment of Ministers, toehsure that people have access to good quality
education, maintain and restore employment and eyaypility by focusing on training and
skills, with a particular emphasis on re-skillingagup-skilling, is particularly welcome.

16. It is noteworthy that the conclusions statd tlaative labour market policies combined
with well-designed unemployment benefit systemsnoprove the chances of jobless people re-
entering the labour market and prevent long terneraployment This is in contrast with
previous positions on “reforming”, or “re-designingabour markets, which were based on
the 1994 OECD Jobs Strategy, and is more in lirie thie findings of the reassessment of the
Jobs Strategy. This revealed that more regulateaulamarkets outperform unregulated and



more employer friendly labour market regimes —rii@del promoted by the World Bank in
its annuaDoing Businesseport.

17. Similarly significant is the agreement by Mieis that éffective and responsible
income support programs, including minimum wagegresrappropriate, must protect the
poorest and most vulnerable in our countries, whildhe same time ensuring incentives to
look for work. Social protection has important econc benefit This is important for
supporting the functioning of automatic stabilizermaintaining consumption, building
consumer confidence and creating jobs.

18. Ministers, perhaps unsurprisingly, also emg®asithe importance of involving the
social partners. Trade unions welcome this commtimagreeing with the conclusion that a
“strong, effective and meaningful social dialogunejuding greater involvement of workers
in the economic restructuring process, may mitigaee effects of the crisis for workers and
employers as well as to achieve high economic dgrant improve living standartls

19. Regrettably, however, the conclusions call omeghnments to ensure that active labour
market policies are not onlygélivered through efficient, modern and well fuoing’ public
employment services butaccording to national policies™also througtprivate employment
services.

20. Trade unions welcome the text's reference t® @B Dresden’s conclusions on
Corporate Social Responsibility (CSR), as wellabdth the ILO’s Tripartite Declaration on
Multinational Enterprises and Social Policy and ECD’s Guidelines for Multinational
Enterprises. However, we note the failure to addthe role of individual governments and
specifically the lack of a commitment to strengingrthe functioning of the National Contact
Points responsible for upholding the OECD MNE Glircis.

Conclusion

21. While Ministers failed to discuss measuresedsag at particular groups, such as youth,
women, older workers or migrants, to improve thekills and thus their employment
prospects for the post-crisis period, overall tlimatusions of the Summit convey ‘good
news’. Ministers have clearly turned away from dininodoxy of deregulating labour markets,
weakening labour market institutions and increasengployment and wage flexibility in
favour of market driven solutions. Ministers weight to back away from the condemnation
of labour institutions in favour of a more nuancgew of the economic effects of labour
market institutions. They were also right to emjgeshe strong role for government policy
in maintaining and creating jobs and improving gpiality.

22. Ministers have made an important commitment continuing our dialogue on the

future actions needed to promote employment andogatpulity, improve social protection

and create more joBsbeyond the Rome Summit and to feed the outcontk ragssages

arising from the Rome Summit into further G8 andOG&mmit meetings is of particular
importance. As the communiqué itself won’t bringeard to the jobs crisis, the task falls to
trade unions to ensure that these words are tumedction. If this is accomplished and the
next G20 meeting gives the required attention tlicigs aimed at tackling the jobs crisis,
then the Rome Summit will have been an importatgstone on the road to recovery.



