[image: image1.jpg]ZEN

)

2
)




The Pacific Conference on The Human Face of the Global Economic Crisis 

 February 10-12th 2010, Vanuatu
Working Concept note, 01 December 2009
Introduction

Under the auspices of the Government of Vanuatu, the United Nations are partnering as one to help Pacific countries to respond effectively to challenges of the global economic crisis (GEC). Failure to address the combined impact of the economic crisis, the rise and volatility of food and fuel prices and the threats presented by climate change, with a strong emphasis on vulnerable populations, is likely to undo many years of progressive realization of women and children’s rights, poverty alleviation and the attainment of the Millennium Development Goals (MDGs). 
The Pacific Leaders at their 2009 meeting in Cairns welcomed the convening of a Pacific-UN conference on The Human Face of the Global Economic Crisis in the Pacific to consider how best to address the impact of the current and future crises on the people of the Pacific.  The conference will be hosted by the Vanuatu Government in February 2010 in partnership with the UN system, the Pacific Island Forum Secretariat, the Secretariat of the Pacific Community and other regional organisations. The conference will bring together national policy-makers, legislators, civil society, the private sector and development partners to discuss the impacts of the global economic crisis on the most vulnerable categories of people including children, youth, women, people with disabilities, urban and rural poor, and others. It will seek to identify short-term and long-term responses to mitigate these impacts, to ensure countries face future crises with greater resilience, and strengthen  the abilities of those most affected to formulate adequate coping strategies. 
The outcomes of the conference will be reported to the Pacific Forum Leaders at their 2010 Meeting.

Background 
The financial crisis is thought to have started in the summer of 2007 against a backdrop of strong economic growth. The failure of the American investment bank Lehman Brothers in September 2008 led to a collapse in confidence and almost every company or institution pulled out deposits from banks perceived as even marginally at risk. That in turn brought the global financial system to the brink of collapse, sparking the worst global financial crisis for generations. While earlier economic crises in the 1980s and 1990s started in developing countries, the current crisis began in the industrialized world and it is therefore possible that the full effects have yet to be felt in developing countries. The increasing openness of the global economy that gave rise to recent astonishing growth in East Asia – growth that has helped some 500 million people to lift themselves out of poverty since 1990 – now binds these same countries to the downturn. 

The collapse of Lehman Brothers led to sharp falls in trade, production and investment around the world. The crisis then spread to Asia-Pacific shores, going beyond equity markets and posing the greatest threat to the region’s development since the Asian financial crisis of 1997. Although the Asia-Pacific region was better prepared than it was a decade ago, having improved current account balances and building up a protective shield of foreign-exchange reserves, these improvements were not enough to prevent severe domestic impacts. Exports orders started to decline, export financing was cut back, and layoffs were announced. 

Beneath this global financial crisis lies a global humanitarian crisis described by the World Bank as a “development emergency”. Estimates for 2009 to 2015 forecast that an average 200,000 to 400,000 more children a year, a total of 1.4 to 2.8 million globally, may die if the crisis persists. Countries on track to meet the MDGs could fall behind, while those that were already struggling to advance could be left even worse off. It is known that human development outcomes deteriorate more quickly during growth decelerations than they improve during growth accelerations. Although economic growth resumed relatively quickly after the 1997 Asian financial crisis, in some countries it took up to 10 years to recover lost ground in the struggle against poverty. Families' resources are shrinking while at the same time national budgets are stretched thin, challenged to provide essential health, education, and protection services for all, and particularly for children and women. The International Labour Organization (ILO) estimates that globally 51 million people are projected to lose their jobs by the end of 2009, 22 million of them women. UNIFEM and the ILO predict that women, more than men, will be pushed into the informal economy including unregulated, high risk and insecure jobs. In America, while more men have lost jobs, women have also lost their homes (one of the main targets of predatory lending in the U.S. was the category of low income single mothers). For many developing countries and in particular the least developed, the global economic crisis exacerbates large-scale structural unemployment, underemployment and poverty. The employment losses incurred in times of economic crisis typically only recover several years after general economic recovery.
The combined affect of the global economic crisis must also be considered in the context of climate change, which Pacific Island leaders recently agreed was the greatest challenge of their time and the greatest development and humanitarian challenge facing their people.
 Climate change threatens food security, livelihoods, living standards, health, security and even the very viability of some Pacific Island communities and nations. However, responses to this risk also present new opportunities for the Pacific in promoting Green Jobs and low carbon development as part of a programme of sustainable recovery from the crisis. For instance, currently half of the 2.3 million jobs in ‘renewables’ are in the developing world, demonstrating that moving towards a sustainable, low carbon economy can work for the poorest of the poor.    

Failure to respond quickly and adequately to the global economic crisis has the potential for deep and long-term negative and disruptive impacts on welfare and well-being at household level, around the globe.  People already marginalized and excluded from opportunity, denied their rights and vulnerable to neglect and abuse are likely to suffer most. Failure to develop effective responses to the global economic crisis, made worse in the context of climate change, a rise in non-communicable and infectious diseases, and risks to food security, could create fertile ground for increased violence, conflict, HIV and poverty.

In the worst case scenario, lack of attention to and planning for risk minimization and mitigation can trigger social political instability, and revive economic nationalism, and further reverse development gains. A coordinated global and regional response is needed to ensure that the coming years do not become ‘the lost years’ in the global fight against poverty. 
The Pacific region

The Pacific experienced a historically high rate of economic growth in 2008. Overall growth of 5.1% was led by the resource-based economies of Papua New Guinea, Solomon Islands, and Timor-Leste. Overall growth is projected to slow to 3.1% in 2009. While country-specific factors are certainly contributing to lower growth forecasts in the Pacific, the global economic crisis is central to a pessimistic outlook for 2009 and 2010. In December 2008, the Pacific Department of the ADB noted that the most vulnerable Pacific economies are those with weaker macroeconomic fundamentals, high inflation rates, recent rapid credit growth, fragile fiscal and current account positions, a weak export outlook and high public debt levels. In recent decades, tourism, remittances and commodity exports have contributed to economic development and safety nets for Pacific Island people.  However, in the face of the rapidly weakening world economy, these sources of income are among the most vulnerable areas of the economy. Individual Pacific economies were assessed based on key indicators of macroeconomic soundness and the dependence on: income from offshore investments; commodity exports; tourism; and remittances; and supplemented by an update of economic conditions in the Pacific economies. This preliminary assessment concluded at the time that:

· Kiribati, Solomon Islands, and Tuvalu were most vulnerable;

· Fiji Islands, Republic of Marshall Islands, Palau, and Tonga were highly vulnerable;

· Cook Islands, Federated States of Micronesia, Samoa, and Vanuatu were vulnerable; and 

· Papua New Guinea, Nauru, and Timor-Leste were cushioned by continued large scale natural resource exploitation. 

In a subsequent report, the ADB noted that only Timor-Leste, Papua New Guinea and possibly Vanuatu were expected to continue to grow at adequate rates over 2009.
 Governments in PNG and Timor-Leste are now spending revenue saved during the boom period of high commodity prices. This is helping to support their economies during 2009 and into 2010. In these two economies, the income growth needed to help lift living standards and reduce poverty will continue, albeit at a slower rate in PNG. Real estate development and tourism remain firm in Vanuatu, partly because tourists appear to be diverting from Fiji Islands, and this is expected to result in moderate growth in Vanuatu. Vanuatu is the largest recipient of Foreign Direct Investment (FDI), and is likely to be affected as FDI decreases. An economic contraction (i.e., negative growth) is projected in Fiji Islands, Federated States of Micronesia, Palau, Samoa, and Tonga, and economic growth is expected to be low in most other Pacific economies. The contraction in gross domestic product (GDP) forecast for 2009 in Fiji Islands and Samoa is likely to be larger than originally expected. Conditions are deteriorating rapidly in Solomon Islands due to a slump in the export of logs – a huge concern given log exports account for 40% of government revenue and 70% of export earnings. Given the downside environmental and social impact of logging in PNG and Solomon Islands the crisis may provide opportunities for rural populations to consider developing other sustainable sources of income. The Cook Islands, Fiji, Samoa, Palau, Tonga, and even Vanuatu may eventually suffer from a fall in tourism due to recession in Australia, Canada, China, Europe, New Zealand, Taiwan (Province of China), and the United States. The Cook Islands may be able to offset this decline through the South Pacific Mini Games 2009. Kiribati, Republic of Marshall Islands, Federated States of Micronesia, Palau and Tuvalu may face budget restrictions through erosion of their Trust Funds invested overseas. Inflation is falling in most countries mainly because of lower world fuel prices, (which appear now to be rising again) but only slowly, and remains elevated compared to the pre-crisis levels. The devaluation of the Fiji dollar will add to inflationary pressures in Fiji Islands. The overall concern is that slow economic growth or an economic contraction will lead to a reversal of hard-won gains in development.
Impact of the crisis

The impact of the current crisis will depend on a variety of factors and will vary between different countries and regions. It is clear, however, that children, youth, women and people living with HIV or with disabilities in many Pacific Island countries are likely to be amongst those most severely affected, and that those already most vulnerable as mentioned will face the greatest impact. In order to better monitor the situation of children and women as well as develop appropriate policy responses, it is important to understand what challenges women and children face and will likely experience. The known and potential impacts of the current crisis on Pacific women and children (including last year’s food and fuel price rise crises) shed some light on what can be expected.

There is a strong possibility that fiscal pressures will result in reduced social spending at a time when promoting sustainable social protection systems will be critical to assisting the vulnerable to prevent increased poverty and address social hardship, while helping to stabilize the economy and maintain and promote employability.  

In many Pacific Island countries, a large proportion of government health expenditure is used to pay salaries. Non-salary expenditures, which are used to pay for drugs and other variable inputs as well as investments, may decline substantially and impact the quality of health care. Depreciations in currencies will also likely increase the local cost of imported drugs and medical devices and diminish the ability of Pacific Island governments to pay for these imports. Apart from being unable to afford treatment at health facilities and hospitals, the poor may be forced to forego consumption of essential drugs if the rise in the price of drugs becomes unaffordable. It is known that non-adherence to medical treatment could in the longer-term result in wider prevalence of disease, complications of chronic conditions and increased drug resistance in the case of infectious diseases (e.g. TB, malaria). Heavy reliance on foreign aid and the potential decreases in donor allocation across the Pacific may also be detrimental to health expenditure levels in many countries. Any decline in health will also have a direct impact on women as the main care-givers within the community. When more people are sick, women will have to add care-giving to their already heavy workload. At the same time, women are often the first in the household to forego access to medical treatment, thereby putting their own health at risk. Declining health expenditure and the unaffordability of treatment poses a great threat to people living with disabilities, who Pacific leaders recently recalled were amongst the poorest and most vulnerable in the world.
  
Studies (Samoa, Fiji, Solomon Islands, Kiribati) indicate that the prevalence of sexual and gender based violence is among the highest worldwide. As men and families lose jobs and income, women and children may be more vulnerable to family violence. Sexual and gender based violence poses serious human security risks including potential for conflict and destabilization in Pacific communities and societies.
 

The moderate gains in education made by Pacific Island countries over the last decade are now under threat. The crisis could lead to spending cuts if governments cannot find additional financing to offset reduced aid inflows and domestic fiscal revenues. As with the health sector, there is heavy reliance on foreign aid to support the education sector across the Pacific. If national and external funding is cut, teacher salaries may be delayed and public money for new school buildings, school repairs and inputs such as teaching supplies may be greatly reduced. To supplement declining household incomes, teachers themselves may feel greater pressure to earn extra income, driving up the rate of moonlighting and absenteeism, thus reducing the quality of instruction. At the same time, revenues from parents, the community, and remittances from abroad are likely to fall as family incomes falter, making schools even more dependent on transfers from the government. 
There might also be a sizeable shift of students from private to public schools raising pupil-teacher ratios, increasing the pressure on often insufficient or inappropriate infrastructure, and further compromising learning quality. Education quality at private schools would thus be further compromised through the loss of fees from students shifting to the public system. Evidence of past crises also shows increased school absenteeism as children are required to work to support the reduced family income. Girls in particular are more likely to be forced out of education and into child labour as families can no longer afford to send all of their children to school. There is evidence in the Pacific of girls and women being forced into sex work in order to raise money for food, school fees etc., or children being trafficked by parents or relatives as a means of income-generation. This worsens in times of economic crisis.
Lessons learnt from past crises

Sadly, the world has a lot of experience of financial crises. The central lesson learned is that the poorest people in developing countries suffer the most and that not enough is done to support them. They are the least able to buffer the impacts of economic shocks, have the least real assets and savings to cushion them during difficult times, have poorly developed social protection systems, have limited ability to cope by switching jobs, are frequently exposed to unregulated labour markets, have only limited and expensive access to credit, have the least influence on economic and political decision-making, and take much longer to recover. In addition, economic downturns push poor households into a vicious cycle of poverty. They are forced to respond with measures that keep them poor: reducing the number and quality of meals, postponing health-related expenditure and withdrawing children from school to participate in child labour, and exposing themselves to many risks. These actions lead to lower future income-earning potential for current and future generations, resulting in persistent poverty.   
This is particularly true for women as they are often first to be laid off, with employers leaving pay outstanding and evading legal obligations to give notice and pay compensation, and governments turning a blind eye, with devastating knock-on effects. In many Pacific Island countries, women’s wages or incomes derived from regular activity in the informal economy are putting food on the table and children through school. Now, the lives of women who are already suffering from poor labour conditions, poor conditions in markets, and lack of protective policies in the informal economy, have become more precarious. Failure to act now, to protect the rights of women living in poverty from the global economic crisis, will have a disastrous impact on global development in general, and women’s rights, livelihood and families in particular. 
A High-Level Pacific Conference on The Human Face of the Global Economic Crisis

Pacific Island countries are faced with the need to protect critical growth-enhancing spending, trim low-priority expenditures, ensure fiscal sustainability in the medium term, and above all, protect the most vulnerable. Such decisions are made even more difficult given that every source of development finance - remittances, export and commodity demand, trust funds, aid and capital flows - are now being affected. It is in this context that the United Nations system with the endorsement of the Pacific Forum Leaders at Cairns 2009 is partnering as One with the Government of Vanuatu, the Pacific Island Forum Secretariat, the Secretariat of the Pacific Community and other regional agencies to support Pacific countries respond more effectively and sustainably to challenges of the current and future global economic crisis in the Pacific.
The Pacific conference will respond and link to a range of international calls for action, including but not restricted to:
· Bali Outcome Document of the “High-level Regional Policy Dialogue on the Food-Fuel crisis and Climate Change: Reshaping the Development Agenda”, organized by ESCAP (Nusa Dua, Bali, Indonesia, 9 and 10 December 2008).
· Macroeconomic Policy Briefs, “Addressing the Impact of the Global Financial Crisis on Asia-Pacific Economies” Vol. 1, Nos. 1 and 2, ESCAP, 2008.
· The Current Global Financial Turmoil and Asian Developing Countries: ESCAP Series on Inclusive and Sustainable Development, No. 2.  Yilmaz Akyüz.  Bangkok, 2008.
· The request made by the Pacific ministers attending the regional UNICEF meeting (Singapore, January 2009) which called for a special focus on protecting Pacific Island children and women during the current and future crises.
· The Global Economic and Financial Crisis: Regional Impacts, Responses and Solutions, (New York 2009), prepared by the United Nations regional commissions and coordinated by ESCAP, as well as “The Global Financial Crises: Impact and Response of the Regional Commissions”.
· Economic and Social Survey of Asia and the Pacific, 2009.  ESCAP, New York, 2009.  
· Resolution 65/1 on implementation of the Bali Outcome Document in addressing the food, fuel and financial crises adopted by the Economic and Social Commission for Asia and the Pacific at its sixty-fifth session (Bangkok, 23-29 April 2009) and its supporting documents and discussions.

· “United Nations Conference at the Highest Level on the World Financial and Economic Crisis and Its Impact on Development” (New York, June 2009).
· “International Labour Conference 2009” (Geneva, 3-19 June 2009), ILO, which adopted Resolutions on Recovering from the crisis: A Global Jobs Pact and Gender Equality at the Heart of Decent Work.
·  “High-level dialogue of the Executive Secretaries with ECOSOC” (Geneva, 10 July 2009), led by the Executive Secretary, ESCAP.
· “United Nations Economic and Social Council Substantive Session of 2009” (Geneva 6 – 31 July 2009), which adopted the ILO Global Jobs Pact and requested UN funds, programmes and specialized agencies to take the pact into account in their policies and programmes, invited international financial institutions and other relevant international organizations to the integrate the policy contents of the pact in their activities and invited donor countries, multilateral and other development partners to provide funding for the implementation of the recommendations and policy options of the pact.  
· “Social Policies in Pacific Island Countries: Policy Recommendations and Impact of Current Crises” (Suva, 22 and 23 July 2009) organized by ESCAP, UNICEF, UNRISD and USP.
· “Strengthening the response to the global financial crisis in Asia-Pacific: the role of monetary, fiscal and external debt policies”, organized by ESCAP (Dhaka, 27-30 July 2009).
· The Pacific Forum Leaders Meeting Communiqué (Cairns, 5-6 August 2009) in which Leaders welcomed the convening of a Pacific-UN conference on The Human Face of the Global Economic Crisis in the Pacific to be hosted by the Vanuatu Government in February 2010 and requested the Pacific Islands Forum Secretariat to work closely with the Vanuatu Government and the UN to ensure that the conference outcomes were well aligned with the views and wishes of the Pacific Leaders and people.
· The Forum Economic Ministers Meeting (Rarotonga, October 2009).
· The global conference on “Social and Political Dimensions of the Global Crisis: Implications for Developing Countries” organized by UNRISD (Geneva, November 2009).
· “UNFCC Climate Conference in Copenhagen” (Copenhagen, 6-18 December 2009), which aims to result in the Copenhagen Protocol to prevent global warming and climate changes; and

· Economic and Social Commission for Asia and the Pacific, Sixty-sixth session, Incheon, Republic of Korea, April 2010. The Commission could consider the outcome of this conference under its agenda item, Special Body on Pacific Island Developing Countries, to ensure that the views from the Pacific are reported to the Economic and Social Council and the General Assembly.
The proposed conference will provide unique contributions to crisis mitigation and sustainable recovery in three ways:
(1) By bringing together decision-makers and stakeholders not only from government ministries, but also from national legislatures, civil society organizations, academia, the private sector, women’s, children and youth groups; 

(2) By linking global, regional and country-level expertise available through the UN system and other development partners and enabling effective sharing of knowledge, experiences and lessons learned;

(3) By consolidating various impact assessments and outcomes of preceding policy discussions and setting a forward-looking agenda for action.

On Day 1, delegations will assess and/or consolidate prior assessment of crisis impact and vulnerabilities in the Pacific. On Day 2, delegations will frame policy choices on the basis of those assessments, and on Day 3 they will attempt to translate those policy choices into a forward-looking crisis mitigation and sustainable recovery action plans for each country, with post-conference incorporation of policy choices into their existing national sustainable development strategies. Syntheses of deliberations will be prepared at the end of each day, contributing to a final conference outcome document and resolution for adoption at the close of Day 3. 
Audience and format:

Delegations from 15 Pacific island countries – including Ministers of Finance, Justice, Labour, Health, Education, Social Welfare, Women and Youth; parliamentary speakers or relevant committee chairs; civil society organizations, including womens’ and disabled persons’ NGOs, workers and employers’ organizations – will attend. In recognition of the special vulnerability of children during times of crisis and to emphasize the forward-looking nature of the conference, Child and Youth delegates will also attend from each country. Academics and development partners will be invited. The full participation of women delegates and delegates with disabilities will be encouraged.  
The conference’s agenda will include keynote addresses, plenary discussions and round tables, with inputs from UN agencies and other development partners. 

Organization, date and venue:

In addition to the Government of Vanuatu and UN agencies who have expressed interest in forming a partnership to support this conference, resource persons and knowledge products will be made available by bilateral and multilateral development partners and academia. Key regional partners including ADB, PIFS, USP and SPC have joined the Government of Vanuatu and the UN system in organizing this conference. The date is 10-12 February 2010 in Port Vila, Vanuatu.
Expected outcomes

The Pacific Conference aims to address the need for country-specific action in response to the global economic crisis. Conference papers and other resources are being prepared to help national governments, stakeholders, and development partners collectively understand and actively respond to the impacts of the global economic crisis on the vulnerable in the Pacific. Conference preparations, the Conference itself, and post-Conference action are intended to result in:

· Strengthened understanding of the impact of the crisis at macro and community levels, including identification of vulnerable groups and types of vulnerabilities

· Identification of country-specific action points to mitigate the crisis and promote sustainable recovery, including social and economic policy responses and tracking of crisis impacts at various levels

· Enhanced national capacities to consider and implement short-term and longer-term policy options to respond to crises, including targeting the most vulnerable groups such as women, youth and children through effective social protection, green growth and other measures.
� PIFS (2009) ‘Final Communique of 40th Pacific Islands Forum,’ PIFS(09)12, Annex A.


� Asian Development Bank (2008) A Note on the Vulnerability to the Global Crisis. Pacific Department. December. The note does not provide information on Tokelau and Niue.


� ADB (2009) Taking the Helm. A Policy Brief on a Response to the Global Economic Crisis. Manila: ADB.


� PIFS (2009) ‘Final Communique of 40th Pacific Islands Forum,’ PIFS(09)12, para 32.


� PIFS (2009) ‘Final Communique of 40th Pacific Islands Forum,’ PIFS(09)12, paras 63 and 64.


� The resolution requested the United Nations to convene, in coordination with other partners and institutions, a regional dialogue with participation by government representatives and other experts, to discuss the progress so far achieved in the Asian and Pacific region in addressing the economic crisis and its impact on the achievement of internationally agreed development goals, including the Millennium Development Goals by 2015 and to report on the outcome for consideration by the Commission at its sixty-sixth session at Incheon, Republic of Korea, April 2010.
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