Session 33: High-level Session: Trade and jobs
Overall theme: Is multilateralism in crisis?
Moderator

Mr Rufus Yerxa, Deputy Director-General, WTO
Speakers

Mr John Evans, General Secretary, Trade Union Advisory Committee (TUAC) to the Organisation of Economic Co-operation and Development (OECD)
Hon. Mr Ricardo Lagos, Senator, The Senate of Chile

Mr Yogendra K. Modi, Member of the Board, International Organisation of Employers (IOE); Chairman and CEO, Great Eastern Energy Corporation
Mr Stephen Pursey, Director, Policy Integration Department and Senior Advisor to the Director-General, International Labour Organization (ILO)

Professor Alberto Trejos, Professor of Economics, INCAE Business School; former Trade Minister, Costa Rica

Organized by

Information and External Relations Division (IERD), WTO Secretariat
Report written by

IERD
Wednesday 26 September 12:00 – 13:30
Abstract
This High-level Session addressed the linkages between trade and the labour market. As the world is facing difficult times and while some countries’ labour markets have fared relatively well, in many others the pace of growth in recent years has not been sufficient to significantly reduce the high levels of unemployment and under-employment accumulated during the downturn. Growth seems to be faltering in a number of advanced economies and decelerating in some emerging economies. 

For many governments, employment is now the top priority, and the question of the role of trade is of crucial importance. Some see trade as a major cause of unemployment, while others see it as the main engine of growth and job creation. The more objective reality is that, under the right conditions, trade can play a vital role in boosting growth and jobs. At the same time, however, increased trade and the adjustments it causes often involve some job losses in the short run. In other words, even when the long-term effects of trade on jobs are positive, there may be job losses in the short term.

In these times of economic uncertainty, the risk is that short-term concerns regarding jobs may fuel protectionist actions, and that these actions may jeopardize the prospects for longer-term growth. The challenge for governments is how to avoid such a protectionist backlash and to ensure that trade plays its part in reigniting growth and job creation. Of course, the WTO has a vital role to play in this regard because a rules-based organization with broad membership can help governments maintain the right trade policies by ensuring mutual respect for WTO rules and commitments among all members.
1. Presentations by the panellists
(a) Mr Rufus Yerxa, Deputy Director-General, WTO
Mr Yerxa stated that the world had been facing difficult economic conditions. In many cases, a slow or even negative pace of economic growth had seriously affected employment levels. In some countries, unemployment has reached crisis levels and budgetary restrictions have significantly limited governments’ ability to respond to this predicament through such measures as job stimulus programmes. For many governments, employment is now the top priority. Some see trade as a great job creation instrument, while others see it as contributing to job dislocation. Many WTO members are concerned that political actions to preserve jobs may lead to protectionist actions which have the potential to jeopardize prospects for longer-term growth. Governments which usually apply such measures often justify their actions by saying that others resort to similar types of measures, creating a vicious circle of tit for tat finger-pointing. The WTO has a vital role to play in this regard and can help governments maintain stability by ensuring mutual respect for WTO rules and commitments. In order to examine further the relationship between trade and labour, three broad categories were discussed by the panel:
I. Differing perspectives on trade and jobs

· What is the effect of trade on jobs in developing and developed countries?

· What is the perception regarding the effect of trade on jobs in various regions?

II. Trade and policy responses to the crisis

· What is the role of trade in governments’ responses to the current crisis?

· How should trade and employment policies be coordinated?

· What complementary policies are needed to ensure that trade reform actually translates into economic growth, high productivity and more jobs?

III. Trade, jobs and the multilateral system

· How do concerns regarding the effect of trade on jobs affect the multilateral system?

· How should they be dealt with in the future by the WTO and other bodies?
(b) Professor Alberto Trejos, Professor of Economics, INCAE Business School; former Trade Minister, Costa Rica
Professor Trejos opened the debate, arguing that trade policy was a very important issue because it related to employment. He strongly believed that trade is a key instrument that can make a difference – if not in the number of those employed, then in the quality of jobs, in the productivity rates, wage levels and the type of jobs that a state expects to create. According to Professor Trejos, if we consider economic history, we see that openness to trade makes some sectors grow and others shrink within the economy. In the times of crisis, the more destructive of those forces prevails in the short term; while in times of prosperity, the more productive of those scenarios dominates. 

What we see today is that the world is changing, and the dynamics of certain industries are shifting as well. What used to be a long production process in a single company is now divided into different pieces, where a multitude of companies can compete in different segments of the industry. A well-crafted trade policy with good supplementary policies can accelerate job creation.
(c) Mr John Evans, General Secretary, TUAC to the OECD
Mr Evans emphasized that in the current climate, 200 million workers are unemployed and the recession had heavily hit some industrialized countries, including France, Germany and the United Kingdom. On the trade agenda, there have been many concerns about the rise of protectionist measures, but so far it has proven to be “a dog that hasn’t barked”. Mr Evans emphasized the need for better quality jobs and distribution.
What can be seen on both fronts is that conflicting policies are being pursued. Rather than attempting to support and sustain demand, we are seeing collective austerity and “beggar-thy-neighbour policies” that suppress domestic demand.

The discussion has moved beyond “just trade” to now also include investment – specifically, in how to attract it and how to avoid a race to the bottom in labour policy creation. Focus is also now on how to strengthen those institutions on distribution and how to achieve a more growth-oriented policy demand which is consistent at a global level.
(d) Mr Yogendra K. Modi, Member of the Board, IOE; Chairman and CEO, Great Eastern Energy Corporation
Mr Modi stated that India had seen the benefits of trade when its economy was opened in 1991 – resulting in rapidly expanding growth. According to Mr Modi, an increase in trade creates more jobs in the private sector, with most growth taking place in small and medium-sized enterprises (SMEs). States should look towards creating fiscal and monetary policies that benefit SMEs, allowing them to hire more people. He stressed that countries must remain competitive, while acknowledging that imports were as important as exports. 

Mr Modi cautioned states that move towards closing their markets, a situation he believes would result in decreasing demand as prices increased. He noted that all economic activities were based on consumers and therefore efforts should be made to help lower the cost of products, thereby increasing demand. 

He emphasized that the question on trade and jobs had been settled: trade creates better economic activity, and better economic activity creates better jobs. The focus is where the jobs will be created – and that is in open and competitive economies, which attract more investment. In the context of the WTO, if the Doha Round is not completed quickly, countries will go plurilateral or bilateral. With the latter response, many smaller states will be left outside – therefore for them, multilateral agreements are a must. The policy of agreeing either to everything or to nothing makes no sense to a businessman. The bottom line should be free and better trade. Blaming the WTO or trade for a country’s internal problems is wrong – one can only help oneself.

(e) Hon. Mr Ricardo Lagos, Senator, The Senate of Chile

Hon. Mr Lagos stated that the global recession had to do with financial deregulation, not trade. According to Hon. Mr Lagos, trade could help regulate the effects of the crisis by protecting jobs. He noted that trade in Chile had been beneficial, but adjustments were necessary. Labour policies need to be judiciously integrated as well, and some of these, such as safety nets, require investment. He questioned why so many countries would negotiate free trade agreements if they truly saw that trade was hurting jobs. Hon. Mr Lagos went on to state that labour and the environment are always difficult topics to discuss, since very often they are seen as a pretext for protectionism. However, he sees that the world is moving towards certain basic understandings that will include environment and labour in the future. Representing a small economy, he proposed to start drafting bilaterally what they consider to be important rather than swallowing a framework of issues as a package.

(f) Mr Stephen Pursey, Director, Policy Integration Department and Senior Advisor to the Director-General, ILO
Mr Stephen Pursey stated that, due to rising unemployment and falling labour force participation, there was now an estimated 60 million fewer jobs globally than in 2007. According to Mr Pursey, the gains from globalization are not distributed equally, and some workers and firms may lose out in the short and medium term. He believes that the Nordic economies, which he reported as having been open for the longest, had also created the most extensive systems of social protection – developed before these economies became rich.
2. Questions and comments by the audience
A vivid discussion took place with significant interactions by the audience as well as by the panellists. Many topics related to trade and jobs were covered. Among them were:

· technological development

· the economic crisis and its influence on jobs

· demographical influence on the labour market

· growth factors

· the WTO’s role in poverty reduction
· intra-industry trade mitigation on employment issues.

3. Conclusions
The panel concluded by reflecting on the relationship between trade policy and labour regulations, especially as it relates to the economic crisis. While the general consensus was that job creation needs to have a focus, some panellists cautioned that rising income inequalities may create further difficulties in creating robust trade. Mr Evans was particularly critical of the short-term responses to the crisis, such as the decentralization or prohibition of collective bargaining, reductions in the minimum wage and weakened employment protection. While some actions may help budgets in the short term, he questioned their ability to return confidence in the market.

Professor Trejos seemed to echo some of these concerns, citing the changing dynamics of the global economy. Based on his own country’s experience, Professor Trejos found that government intervention can often help address issues related to income inequalities, through measures such as improving education and creating a more competitive work force. As a result, he noted that Costa Rica had achieved stronger results in trade. He concluded by stating that policy-makers faced a choice not between more or less regulation, but rather one of implementing measures that are either effective or ineffective.
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