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The Challenge

Over the past decades trade and financial flows have 
played an increasingly important role in the world 
economy, contributing significantly to economic 
growth both at the global level and within individual 
countries. 

Trade and financial openness can be conducive to 
technological progress and facilitate the transfer of 
technological progress across the globe. Together 
they have also changed the way in which the gains 
from economic growth are distributed among dif-
ferent global and local players, with large multina-
tional companies finding it easier to take advantage 
of globalization than small and medium enterprises 
or workers. 

At the same time, however, trade and financial open-
ness increase interdependence and therefore ex-
pose countries to external shocks and volatility with 
possibly severe consequences for employment, as 
illustrated during the recent global financial and 
economic crisis. Crisis episodes also put pressure 
on public finances, thus reducing governments’ ca-
pacity to build or maintain social protection systems 
that provide shelter against economic fluctuations. 

For the ILO, the challenge is to better understand 
how trade and finance policy options affect decent 
work opportunities and to assist policy-makers at 
global and national levels to design policy solu-
tions that optimize the positive effects of trade and 
finance on employment.

The ILO Response 

The 1944 Declaration of Philadelphia mandates the 
ILO to examine all economic and financial policies 
and measures in the light of the objectives estab-
lished by the International Labour Conference. The 
Declaration also requests the ILO to collaborate with 
other international bodies, notably to “avoid severe 
economic fluctuations”. These mandates have been 
renewed by the Declaration on Social Justice for 
a Fair Globalization (2008). The Global Jobs Pact 
(2009) emphasizes the need for trade and financial 
flows to take place within a well-regulated global 
framework.

The ILO’s approach to meeting the challenges out-
lined above has evolved around three themes:
• employment effects of trade
• coherence between employment policies and 
 trade policies
• national policies to enhance the employment 
 gains from trade

The design of trade and financial policies can build 
on a rich body of evidence about the gross domestic 
product (GDP) effects of trade and financial policy 
options . Evidence about the effects of such policy 
options on decent work opportunities is relatively 
scarce. A significant part of the ILO’s work on the 
employment effects of trade therefore takes the 
form of research and analysis. Those efforts are 
geared towards building a strong evidence base to 
enrich the policy debate and towards the building of 
evaluation tools. Capacity-building efforts conduct-
ed jointly with the ILO International Training Centre 
in Turin, Italy aim at strengthening constituents’ ca-
pacity to use such tools in the preparation of policy 
design. 

Relevant tools developed by the ILO have already 
been applied to evaluate the labour market effects 
of trade and foreign direct investment (FDI) during 
the global economic and financial crisis in countries 
such as Brazil, Egypt, India, Liberia, South Africa and 
Uganda. Country-specific tools are in the process of 
being developed for Bangladesh, Benin, Indonesia 
and Guatemala. 
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ILO work on the coherence between employment 
policies and trade policies also mainly takes the 
form of empirical and policy research. Much of this is 
carried out in collaboration with academic partners 
and international institutions, in particular the World 
Trade Organization (WTO) and the World Bank. One 
of the priorities is to expand technical collaboration 
with the International Monetary Fund (IMF), the In-
ternational Trade Centre (ITC) and UNCTAD. 

ILO work on national policies to enhance the em-
ployment gains from trade mainly takes the form of 
policy dialogue, technical cooperation and capacity 
building. Activities have taken place in Ukraine in 
the context of ILO crisis response, and are being de-
signed in the context of trade-related technical as-
sistance projects in Laos and the United Republic of 
Tanzania in collaboration with the UN-CEB1 Cluster 
on Trade and Productive Capacity. The expansion of 
this aspect of ILO work in the context of trade-related 
technical assistance is a priority, for instance within 
the framework of technical assistance components 
foreseen in regional trade agreements. Three axes 
will be developed: 
• contributions to skill policies of relevance for 
 both traditional and non-traditional export 
 industries in particular with a view to moving up  
 the value chain; 
• contributions to enhancing the enterprise-
 enabling environment and enterprises’ 
 productive capacity with a view to maximizing  
 the employment gains from trade; 
• contributions to enhancing economic
 diversification with a view to reducing labour  
 markets’ vulnerability to external shocks.

1 United Nations Chief Executives Board (UN-CEB)
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