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	Globalization is a term to describe the increased liberalisation and rapid expansion of world trade, foreign direct investment and cross border financial flows. Over the past two decades growing cross-border linkages have strongly influenced the shape of the world economy. From 1973 to 1994, the volume of world exports grew at an annual average rate of around 4.5 per cent. During this period, there has also been qualitative changes in the pattern of trade which have strengthened global economic integration. These include the increasing flow of manufactured exports from low wage to high wage economies and the growth of intra-firm trade accompanying a finer geographical separation of production activities. However, international trade has not been the main catalyst for accelerating global economic integration. Cross-border financial flows have risen spectacularly over the last two decades and the scope and depth of financial integration has far surpassed that in goods markets. Average daily trade in the global foreign exchange market has risen from $15 billion in 1973 to $880 billion in 1992 and over $1,300 billion in 1995. Foreign direct investment (FDI) flows have also made an important contribution to global economic integration and have considerably outpaced the growth of international trade. During the 1970s, annual flows of FDI averaged $27.5 billion, rising to $166 billion in the second half of the 80s and reaching $318 billion in 1995 (Trade and Development Report, 1997).


�
	There are increasing anxieties about the effects of globalization on the current world employment situation. In both the more and in the less industrialized countries, the process of economic liberalization has a direct impact on labour markets. The immediate consequences for an economy of opening up to increased imports is usually the disappearance of jobs in the less competitive sectors. Jobs are also lost due to the relocation or decline of industrial subsectors and to technological developments. While liberalisation offers enterprises many benefits such as easier access to new markets which increases the demand for labour, it also results in increased competition at home from imports and foreign investors. There is apprehension among the industrialized countries that increasing imports from low-wage countries have been destroying manufacturing jobs, especially in labour-intensive sectors. The same process is also seen as being responsible for the observed rise in wage inequality in some industrialized countries. The erosion of labour-intensive jobs is seen to have caused a fall in the demand for unskilled labour which in turn has caused a fall in their earnings relative to the more skilled. These are understandable anxieties, given the almost worldwide  deterioration of employment conditions and some dramatic episodes of corporate downsizing and job loss. The consequences of opening up to financial flows can also be extremely negative if  appropriate conditions are not in place. The unexpected and massive Asian financial crisis has, by now, been translated into a high level of job losses and consequent social distress. A sound and resilient financial system is an essential buffer against the continuing danger of economic crisis in a world of increasingly integrated financial markets. 


	


	The growing globalization of the world economy poses new challenges for both international and national policy. While the growing integration of the world economy offers mutual benefits and increasing opportunities for economic expansion to all participating countries, it also generates social dislocation and demands policy adjustments. However, there is concern that the effectiveness of some national policies is limited in some important ways. Fiscal and monetary policies  are increasingly affected by the globalized financial markets. Greater openness also implies greater vulnerability to shocks in the international economic system, while heightened international economic competition and capital mobility weaken the bargaining position of labour, exert downward pressure on labour standards and compromise the capacity of governments to implement countervailing social policies. 


										


	While there is some basis for these concerns, globalization should not be seen as a supra-national paradigm that has largely usurped national policy autonomy. It is undeniable that cross border linkages between markets and among productive and financial activities are very strong and that economic developments in one country are influenced to a certain degree by policies and developments outside its boundaries. However, countries still have considerable policy autonomy and institutional arrangements and policy choices influence economic and labour market outcomes in any country. 


�
	Sound macroeconomic policies are necessary to avoid market distortions and to improve efficiency. In many cases, this implies economic reforms such as trade and financial liberalization, the removal of price controls and other forms of deregulation that may pose some difficulties in the short and medium run. However, in the longer run,  these reforms will be beneficial for economic growth since they create an incentive to allocate resources to activities that offer higher productivity and are in line with a country's comparative advantage. This higher growth, together with the removal of distortions such as the underpricing of capital and overvalued exchange rates, favours employment creation.	However, the current phase of globalization is being accompanied by a  trend towards smaller government, manifested in  reductions in public expenditure, lower taxes, reduced political support for redistributive measures and widespread deregulation of markets, including the labour market. In the context of growing inequalities and the increasing need to compensate losers in the process of globalization it is important to find alternatives of resolving this paradox. 


									


	Considerations of international competitiveness also influence the formulation of national employment and labour  policies to a larger extent than before. Enhancing labour productivity is key for meeting these competitive pressures. This can be achieved through investment in skill development, infrastructure, research and development and also by using the potential of labour standards and cooperative forms of work organization to raise productivity. The ILO’s 1998-99 World Employment Report points to increasing evidence that education and skill levels of the workforce are significant determinants of success and failure of productivity gains and thus urges an active human- resource led strategy to meet the challenges of global competition.





	The social dimensions of globalization need to be given greater weight by the national and  international community. It is imperative to reduce poverty and  to enforce specific labour regulations to protect vulnerable groups in the labour market. Specific policies targeted to women should be developed such as better child care services and anti-discrimination laws. Displaced workers need to be retrained and reintegrated into the labour market. Youth unemployment and long term unemployment are also major social problems that should be addressed by developing special training and education policies. All this is important for maintaining social cohesion and mitigating the political discontent that could thwart the process of globalization.





	One possibility would be to search for more cost-effective means for achieving social objectives.  Solutions to the social security problems posed by rising program costs and by the incompatibilities of program incentives should be found. For example, unemployment benefit schemes should minimize disincentives for workers to find new jobs and for employers to create jobs. Active labour market programmes should be made more cost-effective. For instance, the importance of  training as a solution to unemployment and social exclusion should stimulate a search for new, cost-effective and equitable approaches. Concerning industrial relations, changes in labour market institutions as well as the emerging cross border dimensions of collective bargaining systems have to be taken into account through dialogue and interaction between governments, employers, and workers. Social dialogue, collective bargaining and compromise all must be encouraged, because they are the keys to economic and social stability. 	





	Globalization should be accompanied by a certain number of social ground rules founded on common values. In June 1998 the International Labour Organization adopted the ILO Declaration on Fundamental Principles and Rights at Work in Geneva, thereby taking up the challenges of globalization. The aim of the Declaration is to reconcile the desire to stimulate national efforts to ensure that social progress goes hand in hand with economic progress and the need to respect the diversity of circumstances, possibilities and preferences of individual countries. It declares that all Members have an obligation to respect, promote and realize the principles concerning the fundamental rights at work, namely: (a) freedom of association and the effective recognition of the right to collective bargaining; (b) the elimination of all forms of forced or compulsory labour; (c) the effective abolition of child labour; and (d) the elimination of discrimination in respect of employment and occupation. This Declaration is a great step forward in defining the social ground rules that must be an integral component of a globalizing economy. It has established a social minimum to respond to the challenges of globalization.	 							








Mariàngels Fortuny


Employment and Labour Market Policies Branch


International Labour Office


Geneva 











	






































								Bibliography





	


	Hansenne, M. (1994) ”Promoting social justice in the new global economy”, Monthly Labour Review, Bureau of Labour Statistics, Washington. 





	Hirst, P. and Thompson, G.  (1996) ”Globalization in question: The international economy and the possibilities of governance”. Polity Press.


             


	ILO Declaration on Fundamental Principles and Rights at Work and its Follow- up. Adopted by the International Labour Conference at its Eighty-sixth Session, Geneva, 18 June 1998. ISBN 92-2-110829-5.





	Lee, E. (1996) ”Globalization and employment: Is anxiety justified?”, International Labour Review, Vol. 135, No.6, ILO, Geneva.





	Lee, E. (1997) ”Globalization and labour standards: A review of issues”, International Labour Review, Vol. 136, No.2., ILO, Geneva.





	Sachs, G. (1997) ”Globalization and Employment”, Public Lecture at the International Institute for Labour Studies”, ILO.





	Smyth, D. (1994) ”Achievements, new directions from 1994 ILO Conference”, Monthly Labour Review, Bureau of Labour Statistics, Washington. 





	The social impact of the Asian financial crisis. Technical report for discussion at the High-Level Tripartite Meeting on Social Responses to the Financial Crisis in East and


South-East Asian Countries, Bangkok, 22-24 April 1998 , ILO Regional Office for Asia and the Pacific.





	Trade and Development Report, 1997, UNCTAD





	World Employment Report, 1998-99, ILO





	World Employment, 1996-97, ILO


	


	


									


�PAGE  \* MERGEFORMAT�1�























