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Executive summary

The intensification of globalization has added importance to the need for international coordination and the
creation of global normative and institutional frameworks that ensure consistency, sustainability, universality,
inclusiveness and accountability at all levels — national, regional and international. In the context of dynamic
and increasingly interconnected global challenges, it is paramount to recover and uphold the principles of
multilateralism.

Globalization is at the root of important economic and social adjustments related to the trans-nationalization
of production patterns, which have had far-reaching impacts in domestic production and labour markets in
almost all countries, as well as on the distribution of income, energy consumption, use of natural resources,
travel, culture, information technologies and communications, among others. These adjustments have both
positive and negative impacts on the economic and social fabric of society and on the sustainability of coun-
tries’ environmental resources. This paper attempts to assess the far-reaching effects of globalization in the
three dimensions of sustainable development — economic, social and environmental — against the backdrop of
the 2030 Agenda for Sustainable Development.

The recently negotiated international agreements, particularly the 2030 Agenda for Sustainable
Development, the Addis Ababa Action Agenda and the Paris Agreement on Climate Change, can act

as a collective roadmap to address the challenges of globalization.

Recently negotiated global agreements, chiefly the 2030 Agenda for Sustainable Development, provide a
comprehensive framework that promotes international cooperation in finding solutions to global problems —
bringing under a unifying umbrella all relevant international normative frameworks in an integrated and
coherent way — while recognizing that each country must find its own policy mix in accordance to its national

political and economic circumstances.

Globalization requires a strong backing of a set of national policies that can better distribute the
gains and the losses from structural adjustments and dynamic trends, which are more effective in a
framework of international cooperation. Policy integration is integral to achieving results, as is policy

coherence across structural areas.

The impacts of globalization can be seen across and beyond the economic, social and environmental di-
mensions of sustainable development, impacting also the political, peace and security, and human rights
realms. To unlock the long-term benefits and address the challenges brought by globalization, integrated pol-
icy frameworks will be key. While international cooperation will be integral for the effectiveness of national
policies, impact at the local level will depend crucially on policies decided at the national and sub-national
levels. Globalization, therefore, has not dismissed policymaking at the national level; on the contrary, it has

enhanced its prominence.

—
W
s



DESA WORKING PAPER NO. 156

Six key conclusions on building a roadmap to leave no one behind in an interconnected world are put forward

in this paper:

v Forging a new social contract

There is the need for new national social contracts based on multilateral cooperation backed by strong nation-
al integrated policies and affirmed in the principles of sustainability, universality and inclusiveness. The 2030
Agenda provides the blueprint to forge such a contract, to achieve the required mix of external and domestic
stabilization based on those principles. In upholding its five pillars — People, Planet, Prosperity, Peace and
Partnership — the 2030 Agenda encompasses the principles of an emboldened, resilient social contract: pros-
perity is both finite and disruptive if not produced in an inclusive and sustainable manner.

v' Tackling inequality within countries

Inequality matters. It is not only a question of social justice; it has also been characterised as an obstacle to
economic growth, and political and social stability. There are several links between globalization and inequal-
ity, including the growing divergence of income from high-skilled and low-skilled employment, rising returns
to capital relative to labour as well as an unbalanced and unequal globalization of trade and finance which
has had a deleterious impact on the labour share of income. The 2030 Agenda addresses inequality in a cross
cutting multidimensional manner. Introducing distributional impact assessments into policymaking process-
es can be an efficient approach to reduce inequalities, as it allows policymakers to frontload considerations of
equality in the origination phase of the policy making process.

v Tackling the effects of globalization on domestic economies
and labour markets

Economic adjustments tied to globalization have caused tectonic shifts in domestic production and labour
markets, leaving many behind. In the context of globalization, policies need to be crafted in recognition of
imbalances that can arise from global trade and business. To address these challenges, there is scope in a range
of countries for policies that target the demand side to foster investment into productive capacity and, thus,
job creation. This includes investing in training and the upgrading of skills, which becomes crucial in the con-
text of globalization combined with exponential technological progress. Furthermore, policymakers should
take proactive measures to improve the labour income share. Effective collective bargaining, for instance,
helps to improve the employment reaction to macroeconomic measures, which can be key in addressing public
discontent related to adjustment processes.

v" Promoting decent work and the global social protection partnership

Amid the changing realities in labour markets brought about by an increasingly globalized world, promoting
decent work, fully embedded in the 2030 Agenda, becomes ever more important. Women and men need
opportunities to obtain decent and productive work, in conditions of freedom, equity, security and human
dignity. The Global Partnership for Universal Social Protection, adopted in 2016, aims at upholding universal
social protection as a primary sustainable development priority. Implementing universal social protection

—
—



THE 2030 AGENDA: THE ROADMAP TO GLOBALLIZATION

systems will require a mix of social and labour market policies to gradually align the protections available
through different employment arrangements. Decent work and productive employment opportunities created
by sustainable economic growth are key elements for achieving poverty reduction as well as a fairer and
orderly globalization process.

v' Strengthening global institutions and partnerships

Global imbalances continue to create an unlevelled playing field for some countries and actors in the global
system, fostering inequality between and within countries. To tackle shortcomings of the global system, one
important step, embodied in the 2030 Agenda, can be to enhance representation and voice for developing
countries in decision-making in global economic and financial institutions, thus ensuring more effective,
credible, accountable and legitimate institutions. This will also strengthen the ability to forge strong partner-
ships to galvanize means of implementation at all levels to advance sustainable development.

v" Tackling environmental challenges of globalization

Climate change represents one of the most pressing challenges of our time. Globalization has contributed to
climate change as an important driver of CO, emissions in transport and other areas, as well as to natural
resources depletion through the promotion of unsustainable patterns of consumption and production. These
being trans-boundary challenges, global normative frameworks present the only viable solution. The Paris
Agreement and the 2030 Agenda provide authoritative frameworks to address a range of challenges associated
with economic globalization in the environmental dimension, providing integrated policy frameworks that
deliver balanced, sustainable, long-term solutions.

—
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I Introduction

Discontent with established institutions and globalization, as evidenced by recent political processes and
social movements in parts of the world, has laid bare deep cracks in the very foundations on which the post-
war consensus was built—globalization and multilateralism. At the root of this unravelling of the post-war
consensus underpinning global and regional integration are several trends that have posed challenges to the
existing institutional framework at the global, regional and national levels. These challenges are not limited to
a specific dimension, but are grounded in the economic, social, environmental and political realms. They in-
clude macroeconomic adjustments, trade, income inequality, financial instability, migration, climate change
and national security.

Many definitions of multilateralism have been advanced, often depending on the academic field of its authors.
This paper defines multilateralism in line with Ruggie (1993), as “an institutional form which coordinates
behaviour among three or more States on the basis of ‘generalized’ principles of conduct”. Multilateralism and
globalization are intrinsically connected, as both are characterized by actions that transcend national borders.
In keeping with its impacts on the economic, political, social and environmental spheres, the concept of
globalization is seen as a process by which the world is becoming increasingly interconnected, especially
through the growing integration of markets and nation States, the spread of technological advancements, the
receding geographical constraints on social and cultural movements and the increased dissemination of ideas

2
and technologies.

Recently negotiated international agreements, including the 2030 Agenda for Sustainable Development, the
Addis Ababa Action Agenda (AAAA) and the Paris Agreement on Climate Change, have played an important
role in setting norms at the global level. The concept of policy integration can guide policy making to address
challenges and foster balanced outcomes. It can also guide the application of the Sustainable Development
Goals (SDGs) to national contexts. The multidimensionality and universality of the 2030 Agenda can help
guide the discussion of policy solutions and provide the backdrop for discussions on how to achieve sustaina-
ble and equitable globalization. These international agreements also provide the impetus for advancing policy
integration as viable instrument to address some of the challenges of globalization. However, such agreements
are also subject to some of the challenges related to globalization, outlined in this paper. Rising discontent
with globalization and international frameworks may result in governments, which are subject to the political
cycle, deciding to take a distance, or withdraw, from such multilateral agreements. Coordinated, international
efforts are required to solve global challenges and, therefore, it will be important to uphold these international
agreements.

There is little doubt that globalization can be a positive force for development and human wellbeing. To ensure
that no one is left behind by the adjustments associated with globalization, there is the need to rethink the role
of existing frameworks and new approaches to globalization, including the elaboration of policy approaches
that are geared towards a more equal sharing of benefits. This paper will present emerging and current chal-
lenges in the realm of globalization and explore proposals in six policy areas to foster a more sustainable and
equitable globalization. This will include an analysis of globalization, its costs and benefits and its effects on
developed and developing countries. The paper will elaborate on the institutional structures in place at all
levels and their characteristics and ability to provide a normative framework for the advancement of economic
globalization, including a conceptualization of the role of the 2030 Agenda and other international agree-
ments in acting as a roadmap for the future. This aspect will be further explored by examining the features

1 Ruggie (1993).
2 Dreher et al (2008).
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of the post-WWII order based on trade and financial liberalization and its effect on States and citizens. The
analysis will also seek to raise issues critical to the success of this development model in advancing economic
interdependencies and the fault lines that have been unmasked over the past decades that have weakened the
ability of globalization to provide benefits to all.

Il The changing context of globalization and multilateralism

Globalization is not a new phenomenon, and has impacted peoples and societies for more than two centuries.
Globalization has had several waves, the latest of which started in the aftermath of World War II, when a large
part of the prevailing norms and current governing institutions were established.

There are a number of views and approaches to globalization as a historical concept. One line of thought
maintains that globalization represents a cyclical process of phases of increased international integration
followed by phases in which national economies recede from integration and move in the direction of autarky.
Building on a quantitative analysis of historical data on international trade, this approach identifies three
major waves of trade globalization: (i) a nineteenth-century wave, which started around the 1830s, peaked
around the 1880s and declined until 1905; (ii) a smaller middle wave starting from about 1905, interrupted
by World War I, continuing to the economic crash of 1929, and then descending to a low point in 1945 at
the end of World War II; and (iii) a third wave that started in the aftermath of World War II, lasting through
today.3 An increasing number of authors have been talking about a new, current wave of globalization, which
would have started in the 1980s and would be characterized by a much faster pace of global interactions, with
technology playing an amplifying role.

There is also evidence of the existence of a long-term trend, which supports the notion that, while having
a strong cyclical component, globalization represents a continuous phenomenon. Prior to the nineteenth
century, the system of trade and investment was largely characterised by a multicore structure in which
several separate core regions interacted with one another at a distance. The expansion of globalization gained
significant momentum in the first-half of the nineteenth century, when the system shifted from a multicore to
a unicore structure in which all the major core states had direct contact with one another.

The advent of the third wave of globalization was supported by efforts of world leaders to create international
institutions that would underpin a new global order following the end of World War II. The fresh memories of
the war instigated leaders to embrace social concerns with particular resolve. The post-WW1II era in developed
countries was thus characterized by a social contract forged between States and their people by which they
implicitly agreed on sharing the prosperity being generated in this fresh wave of globalization more evenly
throughout society, conciliating capitalism with inequality concerns. This arrangement has been referred to
as “embedded liberalism”.* The political will seemed on set to cast strong foundations for a new, fairer and
peaceful international order.’

3 Chase-Dunn et al (2000).

4 Ruggie (1982). In order to avoid the consequences of the nineteenth century liberal order, the compromise of the embedded
liberalism was creating compatibility between multilateralism and domestic stabilization. Policy makers at the time tried to
achieve this compromise through the architecture of the Bretton Woods institutions and international trade (through GATT).

5 Nevertheless, as argued in Ruggie (1982), a central caveat of this new international order was that “[t|he compromise of embed-
ded liberalism has never been fully extended to the developing countries”. Therefore, fairer is used here to mean a more balanced
distribution of gains of globalization in developed countries.

—
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In the following decades, international trade and finance blossomed. Economic growth took off and by the
1950s both Europe and the US were expanding at important rates. Across the developing world, efforts in
those decades were also put in maximizing growth rates, focusing on stimulating the industrial sector and
aiming at increasing productivity as a route to achieve higher levels of economic development.®

Increased demand created the need for broader markets, opening the path for liberalization of trade, soon
followed by the liberalization of payments facilities, at the end of the 1950s, and the loosening of capital
controls beginning in the early 1960s. Financial deregulation allowed both productive and financial capital to
move increasingly more freely, propelling exchanges in both markets.

At the same time, advancements in science and technology enabled great improvements in health, as well as in
transportation, energy and connectivity, among others. Technological progress boosted financial integration;
at the same time, while automation invaded factories across the industrial sector, there were productivity gains
on average but lower skilled workers were affected by the replacement of their jobs with machines.

As financial liberalization surpassed trade liberalization in speed and depth in the 1980s, increasing global
financial integration, together with rising capital mobility, bound countries into a disinflationary constraint.”
Capital mobility meant that financial agents could realize gains from differences in value of assets arising
from relative prices, such as interest rates and foreign exchange rates, through arbitrage. Increased financial
integration led to a loss in degrees of freedom by monetary authorities in setting interest rates aiming at tam-
ing inflation or boosting economic activity, as interest rate differentials with other economies could generate
severe pressure on the foreign exchange market.

Increasing inflationary pressures in the late 1960s, and especially after the oil crises of the seventies, seriously
jeopardized the post-war model of labour relations in most developed countries. Collective bargaining aiming
at wage increases in line with productivity growth became increasingly economically unsustainable. In an
effort to contain inflation, governments sought to shift bargaining towards more decentralized models. These
changes in the bargaining process were further accentuated by the changes in the production process fostered
by globalization and technological advancement, which led firms to increase managerial initiatives promoting
organizational flexibility at global scale.

Several episodes of high inflation in the 70s, 80s and early 90s have shown the economic and social cost of
creeping prices. The International Monetary Fund, as the provider of international liquidity and the guaran-
tor of stability of the international financial system, sought to stabilize those countries undergoing debt or
balance of payments crises by providing liquidity conditional to policy programmes, often entailing tough
fiscal consolidation with deflationary effects, in what has come to be known as the Washington Consensus.

In effect, this consensus gradually institutionalized widespread rejection of inflation. While inflation caused
real losses and misery, the structural programmes implemented after hyperinflation episodes, debt or balance
of payments crises in the 70s, 80s and 90s also caused immense hardship. Nevertheless, the consensus around
low inflation rates got progressively entrenched, and countries and institutions in the Western world became
sensitive to the point of only accepting inflation rates around 2-3%. This compounds on the disinflationary
constraint, which highly restricts the instruments for domestic stabilization available to policymakers, includ-
ing their ability to expand the economy. Given that the disinflationary constraint is not created by a particular

6 There are important differences across developing countries, which respond to several variables including political status and
regime. These are crucial conditional variables of development models, including those related to colonization and decoloniza-
tion processes, and they will be referred to throughout the paper. Nevertheless, there will be no attempt to analyze or explain
the complexity of these phenomena.

7 Hiwatari (2002).
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economic crisis but rather is due to capital mobility, which is a structural feature of the system, this meant
that, in fact, it was a permanent constraint faced by policymakers. The tendency to disembed® the economic
and financial markets had been reinforced, as all other economic and social policy objectives became subordi-
nate to the principle and requirements of sound finance. Indeed, policymakers are often forced to apply fiscal
and monetary austerity even if doing so causes hardship.’

The 2008-2009 economic and financial crisis that originated in the sub-prime mortgage market in the United
States thus came as consequence of an unlevelled playing field and mounting forces that had been developing
in the previous decades and, at the same time, further exacerbated these same tendencies. Although it caused
economic and social hardship and some reforms were pursued,'® the crisis did not generate sufficient political
will and momentum to change the status quo of economic and financial markets and “embed” them back in
social and political relations, or reflect in them the principles and values of societies they operate in. Instead,
the trend of disembedment has been reinforced.

In sum, the centrifugal forces that begun to develop after the establishment of the post-W W1I social contract
have put pressure on those societal arrangements; while globalization might not be at the root of all these
developments, it has provided a key enabler for many of them. These forces include corporate restructuring
due to increasing competition stimulated by growing international trade, financial deregulation and global
financial integration, technological advancement, and the effective institutionalization of a widespread re-
jection of inflation rates above near zero figures, which led to a non-temporary shift to significantly more
restrictive monetary and fiscal policies. The 2008-2009 economic and financial crisis put further pressure on
those structures and unmasked the deep structural deficiencies that have prioritised the financial sector over
the real economy, resulting in the most severe global economic downturn since the Great Depression. In the
aftermath of the crisis, there were few, insufficient efforts to deal with the root causes of systemic imbalances
in the financial system; measures to deal with the consequences of the crisis rather focused on calming
financial markets. As the financial crisis’ economic consequences continued to affect countries in the 2010s,
people from the middle classes in developed countries realized that they too, together with those in lower
income brackets, bore the brunt of the systemic meltdown. The crisis also sparked debate on the validity of
the mainstream economic thought, questioning the legitimacy of past economic policies. Nevertheless, calls
for a halt of business-as-usual in financial markets and reform of the international financial architecture lost
momentum when stimulus packages started to produce effects in economic activity, albeit lacking job market
improvements and despite ensuing debr crises in Europe."”

The 2030 Agenda for Sustainable Development was thus adopted in the context of mounting imbalances
and inequalities at the global level — between economic sectors and agents; broadening of opportunities and

8 'This is in reference to the work developed by Karl Polanyi, who asserted that economic systems were not autonomous from
the organization of the rest of society. As a product of social and political relations, economic orders were endogenous to (or
embedded in) those interactions and, therefore, reflected and propagated the principles and values of the societies in which they
operated. See Polanyi (1944).

9 Hiwatari (2002), IEO (2003a), IEO (2003b), [EO (2014), IEO (2016).

10 After the 2008-09 economic and financial crisis, some progress has been made in terms of reforms designed to increase the
voice and voting power of developing countries in international financial institutions. Also, the Basel III international regula-
tory framework was agreed almost one decade after the crisis. Nevertheless, more comprehensive reforms aiming at putting in
place appropriate regulatory frameworks in financial systems are necessary to strengthen global financial stability and provide
enabling conditions for sustainable development. These would need to tackle the root causes of the financial crisis and therefore
would need to deal comprehensively with the new business model of financial institutions, including an assessment of risk and
solvency of off balance sheet operations, review risk/reward mechanisms and provide appropriate instruments to measure sys-
temic impacts. See Correia, Jiménez, and Manuelito (2009).

11 This paper does not address the role of global governance, including the international financial architecture.
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closing of minds; increasing wealth and planetary limits; citizenship and political legitimacy of economic
policies; democratization of information and mass spread of uninformed doctrines and cybercrime. But the
adoption of the 2030 Agenda was also an act of hope.

Globalization intensified international travel, both for business and tourism, and migration flows also in-
creased substantially. Advances in technology allowed for better and cheaper long-distance communication
and real-time exchanges of data and information, bringing people closer and promoting the sharing of ideas.

At the same time, wider access to information increased awareness of the widespread disenfranchisement
which parts of the world lived in, while other parts lived in abundance. The Millennium Development Goals
triggered exceptional achievements, including halving extreme poverty and the proportion of undernourished
people around the world, pulling over 1 billion people out of extreme poverty.'? There was a dramatic de-
cline in preventable child deaths, one of the most significant achievements in human history. Despite these
advancements, there was still much to be done to better the wellbeing of people and planet. The 2030 Agenda
aimed at building on these achievements and reach beyond them, taking into account “unfinished business”
and emerging demands, including the forces at play in the globalization process.

In recognition of the need for global action to address the challenges and opportunities associated with
globalization, this paper conceptualizes the role of the recent international agreements, including the 2030
Agenda, the AAAA and the Paris Agreement, in tackling the challenges and leveraging the benefits of globali-

zation in a more inclusive, balanced and sustainable manner.

Ml How globalization changed our societies: Effects and implications

A. The internationalization of production

Since the 1970s, international trade has increased in all regions of the world, not only at absolute levels, but
also as percentage of their GDP, indicating a growing importance of international exchanges in goods and
services in the respective regions. In addition, the importance of developing countries in trade has increased,
with developing economies contributing 41% to world merchandise trade in 2014.

Regional integration has played a significant role in advancing globalization and has been a key characteris-
tic and backbone of the international system. Trade within economic regions has contributed significantly
to overall trade, particularly in Asia and Europe, where intra-regional trade over the past two decades has
accounted for around 70% and 50% of overall trade, respectively. An increasing number of Free Trade Agree-
ments have also contributed to increased trade relations over the past decades, while also contributing to
strengthened regional integration in many parts of the world.

International trade patterns are increasingly considered root causes of economic adjustment which can have
both positive and negative impacts on the economic and social fabric of a country. They are thus at the very
origin of discussions about the benefits and costs of globalization. International trade can be an engine of
growth and there is a statistically significant link between trade and economic growth. Trade stimulates com-
petition and innovation, may decrease inflation and often provides incentives to further international cooper-
ation, including for foreign investment and other international agreements on mutual interests. Nevertheless,

12 United Nations (2015).




THE 2030 AGENDA: THE ROADMAP TO GLOBALLIZATION

furthering economic and trade openness also entails adjustments that can take time and be detrimental to

specific sectors.

Most major manufacturing countries have experienced a decline of employment in manufacturing. According
to the ILO, between 2000 and 2015 manufacturing employment in high income economies declined by 5.2
million, while middle income economies created 195 million manufacturing jobs in the same time span."
A study focusing on the effects of rising Chinese import competition in the United States has estimated the
former to have caused a decrease in manufacturing jobs in the latter amounting to 2.0-2.4 million between
1999 and 2011." The United States’ share of global manufacturing value added decreased from 28% in 2002
to 17.2% in 2014, while Japan’s fell from a peak of 21.3% in 1993 to around 7% in 2014, and Germany’s de-
creased from 10.4% to 6.5% between 1992 and 2014. These declining trends resulted from the rapid increase
of manufacturing activity in emerging economies, particularly China."

These trends reflect adjustments of the production patterns at the global level, pushing more industrialized
countries to specialize in activities demanding highly skilled workers, concentrating in highly technical in-
dustries and services, and granting rapidly growing countries competitive advantage in labour intensive man-
ufacturing activities. Some studies have also found the trend of deindustrialization in developing countries,
as a consequence of a specialization in services. While part of this trend may respond to increasing value
added of services in gross exports in the context of global value chains, it also raises concerns for the perils of

. e . 216
“premature deindustrialization”.

In addition, adjustments in labour markets have often proven to be very slow, with employment offsetting
within and across industries difficult to materialize and wages and unemployment rates at the local level

. . . . . 17
showing high persistence, at times remaining elevated for at least a decade.
g hig g

While trade has played a role, the decline in manufacturing jobs has been due significantly to rapid produc-
tivity growth, spurred by technology.' Studies have argued that the reduced demand for labour relates to im-
proved labour productivity." Technological advancement has allowed improvements in production processes
that have made some tasks redundant. Moreover, as new information and communication technologies were
increasingly adopted at a fast rate, they have spread their scope across the global economy, increasing relative
demand for medium and high skilled workers and decreasing that of low skilled workers. There is evidence
of growing dispersion of productivity between leading firms and those less technologically advanced, within
countries and sectors,?® which provides an explaining factor to the unequal conditions in the labour market
for different groups according to their skills. Indeed, labour productivity has been increasing at the global lev-
el for almost three decades. Nevertheless, real wage growth has not kept up with advances in productivity, the
gains of which have benefitted holders of capital instead of workers, which has been a key driver of inequality,
as described later in this chapter.

13 ILO (2016b).

14 Acemoglu et al. (2016).

15 Levinson (2016).

16 Rodrik (2013) and (2015), Kenny (2014).
17 Autor et al (2016).

18 Lawrence and Edwards (2013).

19 Levinson (2016), OECD (2016).

20 OECD (2016).
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Figure 1
Cumulative change in manufacturing employment, 1970-2013
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Source: The Conference Board, “International Comparisons of Annual Labor Force Statistics,” 2014,
Table 1-19.

Note: For France, the cumulative change refers to the period 1971-2013; for the Netherlands,
1973-2013; and for Spain, 1977-2013.

Figure 2
Cumulative change in manufacturing employment, 2001-2013
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Source: The Conference Board, “International Comparisons of Annual Labor Force Statistics,” 2014,
Table 1-19.

Note: For Mexico, the cumulative change refers to the period 2005-2013; for South Africa, 2008-2013;
and for Turkey, 2006-2013.
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The growing fragmentation of production across borders has important policy implications, highlighting the
importance of investing in training, productive capacity and infrastructure, and of having open, rules-based,
predictable and transparent international trade and investment systems.

B. Labour markets

Globalization has been reshaping the relations between those who demand and those who supply labour in
significant ways. In so far as globalization has been an important factor behind the decline of the bargaining
power of labour, it ultimately has significant direct or indirect impact on the quality of jobs and remuneration.
Globalization has been linked, directly and indirectly, to several trends, including changing labour relations
and production patterns as well as non-standard forms of employment.

i.  Globalization, labour relations and institutions

Collective, or inclusive, bargaining, conducted between unions and employers’ organizations, including gov-
ernments, received significant public policy support in the post-W W1I, but has come under pressure in many
countries since the 1970s and, after some respite in the 1990s and 2000s, experienced renewed stress after the
financial crisis of 2008-2009.%"

At the same time, union membership rates experienced a long-term decline. The decline in the prevalence of
unions, also called union density, and in the coverage of collective bargaining, combined with the mounting
competitive pressures on smaller firms, have tended to weaken the bargaining power of workers over income
distribution.

The experience of some developing countries in terms of labour movement has been fairly different from that
of developed countries, due to the particular socio-economic and political characteristics prevailing in each of
them. At the onset, the lack of freedom of association that prevailed in many countries in the 1950s through
the 1970s prevented workers from organizing themselves through trade unions. Independence from colonial
rule and the transition from dictatorship to democracy allowed the proliferation of unions, although this
tended to be accompanied with fragmentation of the union landscape.?? Another major challenge for the or-
ganization of workers in developing countries is the size and importance of the informal economy. This meant
that workers in developing countries presented increased vulnerabilities to and less protection against added
pressures created by the globalization forces that tilted the playing field of relative power between labour and
capital, with important consequences in terms of quantity and quality of jobs, and distribution of income.

Labour organizations across the world face formidable challenges. Because of the phenomenon of trans-na-
tionalization of production, they need to establish structures and negotiation systems that go beyond the
local and national level. Those structures need to be more inclusive, to embrace the most vulnerable and often
exploited groups, such as migrants and workers engaged in non-standard forms of employment, both formal

21 Countries in which collective bargaining coverage remained stable or increased are those that supported inclusive collective bar-
gaining through a range of policy measures. These include lowering thresholds for extension and introduction of public interest
considerations (e.g. proportion of non- standard workers, migrants or vulnerable workers), developing framework agreements
facilitating articulation of issues across different levels, introducing conditional derogation clauses allowing opt-outs by way of
negotiated agreement, among others. See ILO (2015b) for a detailed account.

22 It should be noted that within developing countries there are diverse experiences regarding labour movements and labour rela-
tions. The ILO flagship reports and the International Labour Review have thoroughly documented these matters throughout
the years. For example, Latin America has long history of labour organizations and social State. Nevertheless, often unions were
structured following a model of authoritarian corporatism, under which such organizations were vertical and created by an
authoritarian State. In such cases, unions were seen to abide by the decisions of the State and its elites more than representing
the interests of their bases. See, for example, Schmitter (1974), Cecchini et al (2015).
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Box 1
Mechanization and Artificial Intelligence: Impact on globalization and the Sustainable
Development Goals

Robots and mechanization using Artificial Intelligence (Al) are transforming the world of economic
production and are increasingly influencing the social, economic and cultural spheres of peoples’ lives.
Currently, the most significant changes occur in the area of automation and augmentation. The scope
for mechanization and robotics to replace human labor in nearly all economic sectors, particularly manu-
facturing, isimmense and no tale of the future. Studies by the Mc Kinsey Global Institute have shown that
to the equivalent of 1.1 billion jobs could already be automatable using readily available technologies in
2017.% While high-tech sectors are expected to benefit from these shifts, estimates of global job losses
due to robotics and digitalization range from 2 million to as high as 2 billion by 2030.

Nevertheless, new technologies in the realm of Al and automation also carry significant opportunities
with regards to sustainable development and the achievement of the 2030 Agenda. GDP gains from Al are
expected to be up to 16 trillion USD by 2030, more than half of which is expected to be realized through
productivity gains. While these gains will benefit countries across the globe, some countries, particularly
those with a strong existing manufacturing base, including China and several developed countries, will
benefit the most from this trend. Additionally, Al is supporting SDG achievement by fostering innovation
in areas such as healthcare, agriculture and industrial development, among others.

However, there are also important challenges that need to be addressed. Countries that lack access to
such technologies are at risk of being left behind. Al also raises important ethical and legal issues that
need to be considered. In order to ensure that Al enables human wellbeing, international standards and
codes of conduct for Al are needed based on the principles of accountability, responsibility and transpar-
ency. The UN has an important role in developing normative frameworks that can act as catalysts for Al
as force for good.

a  McKinsey Global Institute (2017).

and informal. These new structures will need to be context-specific and inclusive of the perspective of workers

. . . . 2
not only from developed countries but also from developing countries, as well as of a gender perspective.??

ii. Globalization, informality and non-standard forms of employment

Millions of people around the world make a living in the informal economy. The informal economy comprises

diverse workers and entrepreneurs who are either not recognized or protected under national legal and regu-
24 o . . . .

latory frameworks.”” Informal employment remains widespread in many developing countries, which hinders

23 Bieler et al. (2010). Examples of coordination of national collective bargaining across borders are the case of the European
Metalworkers’ Federation (see e.g. Schulten (2005) and Pulignano (2010)) and the Asian Floor Wage campaign (http://asia.
floorwage.org/, Merk (2011)). Also interesting is the ACT initiative: http://www.ethicaltrade.org/act-initiative-living-wages, see

ILO (20160).

24 Charmes (2015) defines the informal economy to be “comprised of micro-enterprises operated on a small scale by individual
entrepreneurs, as well as of producers for own-account and paid employees who are not covered or not contributing to social
security. It should not be confounded with the so-called “shadow” or “illegal” economy. Statistically speaking, employment in
the informal economy is comprised of: i) employment in the informal sector of micro-enterprises (operating under a certain size
threshold in term of number of paid employees or number of workers, and registered or not, depending on national definitions),
ii) informal employment outside the informal sector, itself comprised of: a) informal employment in the formal sector, i.e. paid
employees not covered by social security, b) domestic workers not covered by social security, ¢) employment in production activ-
ities for own final use.”
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poverty reduction efforts. Informality is present in both developed and developing countries and is of major

economic, social and political importance in all of them.

Growing international competitiveness coupled with the spread of information and communications technol-
ogies has led to increasing flexibilization and informalization of production and employment relationships.?®
In particular, global value chains, as part of cost-cutting measures and efforts to enhance competitiveness,
started to increasingly operate with a small core group of regular wage employees combined with a growing
number of workers under “non-standard” types of contract in different locations. Consequently, in addition
to other factors such as social dynamics and regulatory changes, non-standard forms of employment (NSE)
have proliferated. Burdensome regulatory frameworks or those allowing for misinterpretations or gaps have
encouraged the use of NSE.?® Some of such gaps have resulted from the weakness of collective bargaining in
countries where collective agreements had previously been the dominant form of regulation.?’

NSE are also present in formal employment. For example, in developed countries, temporary, part-time and
telecommuting workers are normally covered by labour and social security legislation, although remuneration
may be lower and the prospects for career advancement, training or skills enhancement more limited than
for regular full-time workers. Conversely, casual workers, subcontractors and agency workers often do not
have labour and social protection.28 Likewise, in many developing countries, home-based workers, workers
in sweatshop production, and work done by outworkers or casual workers, while very common, is often not
recognized or protected by labour law or covered by social protection. Informality is associated with scant
job security, lower remuneration and poor working — if not living — conditions, offers limited, if any, social
benefits, and displays high persistence, hindering social mobility.

Both formal and informal NSE increase workers™ vulnerabilities in areas beyond income, as recognition and
protection under legal and regulatory frameworks is onerous or absent altogether, hindering the exercise and
defence of workers’ basic rights.?’ These poorer quality jobs are most pronounced among more vulnerable
social groups, including women and young workers. Widespread use of NSE, whether formal or informal,
may reinforce labour market segmentation and lead to greater volatility in employment with consequences for
economic stability.

At the same time, high informality may reduce competitiveness of an economy due to their low produc-
tivity.*® While some observers argue that the flexibility inherent to informal firms allows them to produce
innovative entrepreneurs, in particular in some developing countries, helping to boost economic growth in
those economies, evidence shows that informal firms and those that use more NSE tend to underinvest in

25 ILO (2002), Jiitting and de Laiglesia (2009).

26 The ILO groups NSE into four different categories. These are: a) temporary employment, including fixed-term contracts, season-
al work and casual work; b) part-time and on-call work, including normal working hours fewer than full-time equivalents and
marginal part-time employment; ¢) multi-party employment relationship (also known as “dispatch”, “brokerage” and “labour
hire”), including temporary agency work and subcontracted labour; and d) disguised employment and/or dependent self-em-
ployment, including sham or misclassified self-employment.

27 1LO (2016a).

28 Jitting and de Laiglesia (2009) noted a growing tendency in the OECD countries to use “false self-employment”, whereby in-
dividuals sub-contract every day to the same employer, voluntarily or not, and in this way operate as self-employed contractors
to bypass the legal requirements of a normal working relationship. This would fall into informal employment as well as NSE.

29 ILO (2013), Jiitting and de Laiglesia (2009).

30 This low productivity results from the small size of informal firms, their limited access to inputs and their difficulty in engaging
in formal business relationships. See Jiitting and de Laiglesia (2009) for a discussion.
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training, both for temporary and permanent employees, as well as in productivity-enhancing technologies
and innovation.*" Therefore, while there may be some short-term flexibility gains from using NSE, including
informal employment, in the long run these are likely to be outweighed by productivity losses.

A high prevalence of informal employment is associated with lower national economic performance. Coun-
tries with large informal economies are more vulnerable to economic shocks and are hit by shocks more often,
leading to lower sustainable growth rates. These effects lower the potential benefits these countries could
derive from international trade. Indeed, evidence shows that informal labour markets have weakened export
performance in developing countries.*? In addition, prevalent informality reduces the States ability to collect
fiscal revenues and, consequently, hampers national capacity to develop social security systems. Reduced tax
bases also diminish domestic resources available for national development strategies. Consequently, high
informality rates and NSE not only have an adverse impact on poverty, social equity and income distribution
but can also hinder growth and international competitiveness.

Given the negative impact of NSE and, in particular, informality both at the individual level as well as on
national economies, it is worrisome that informal employment constitutes a significant proportion of the
world’s labour market, and a growing one. Moreover, not only has economic growth not hindered informal
employment, but also informality has tended to increase worldwide as economies have moved towards greater
market integration.** Informality reflects a lack of trust in public institutions, and it is a sign of a broken social
contract.>* Therefore, while reducing informality is a difficult quest, it can only be possible through building
trust between citizens and lawmakers; only then can the State enforce a low regulatory burden and citizens
become more democratically involved and uphold the rule of law.

C. Poverty, inequality and globalization

There is a clear link between the quality of employment and poverty: in emerging and developing countries,
extreme poverty is three times higher for workers in precarious employment than for wage and salaried
workers; similarly, in developed countries, workers in vulnerable employment conditions are more likely to be
poor than those with stable jobs.*®

After two decades of significant reductions in working poverty rates, progress has slowed since the 2008-2009
financial crisis, and in developing countries the absolute number of working poor has recently started to rise.>®
This reflects the increase of more vulnerable forms of employment, and goes hand in hand with the widening
inequality experienced in recent years. If such trends continue, eradicating poverty, the main goal of the 2030
Agenda, will be jeopardized and, since all SDGs are interlinked, the entire 2030 Agenda will be compromised.

Economic expansion coupled with policies for wealth redistribution in the context of the social contract
reached in the post-WWII period led to a significant expansion of the middle-class in the developed world.
But this proportion has been decreasing, due to deteriorating welfare for a growing number of them.®” What
has been observed is that the strengthening of globalization has coexisted with forces that have been pushing

31 ILO (2016a).

32  Bacchetta et al. (2009).

33 ILO (2002), Jiitting and de Laiglesia (2009), Charmes (2012).
34 Jitting and de Laiglesia (2009).

35 ILO (2017).

36 ILO (2017).

37 See e.g. Gabler (2016).
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lower skilled workers downwards and higher skilled workers upwards, and “out of a middle class that had for a
few decades been home to both”%. As a result, social discontent has been growing. The recent rise of populist
parties that advance protectionist and nationalist agendas indicate that popular discontent with globalization
has become an important social event in developed countries, with political consequences.

Trade openness, economic growth and poverty alleviation policies have also led to a substantial expansion
of the middle class in developing countries, where it continues to expand. Nevertheless, the middle class in
developing countries is highly heterogeneous, including very diverse brackets of income. In these countries,
the importance of belonging to the middle class is more linked to the opportunity to access higher levels of
consumption than a unifying social force around the consciousness of having similar conditions, as is more
frequently the case in developed countries. Therefore, the growth of middle classes in developing countries
appears to do little to address prevailing inequalities.>”

Over the past decades, globalization has advanced in sync with increasing inequalities within a majority of
countries. While several countries in Latin America have managed to close gaps between income brackets,
most countries across the globe have been faced with rising Gini coefhicients. In fact, most developed countries
have seen Gini coeflicients rise between the 1980s and 2008. Over the past decade, inequality in some coun-
tries has been rising further in the aftermath of the 2008-09 economic and financial crisis, while plateauing
at elevated levels in other countries.

One important trend has been the increase of wage inequality. This increase in inequality has not been
determined solely by differences in productivity among workers, or skills-related characteristics, but by an ad-
ditional set of socio-economic factors, including: gender, enterprise size and economic sector, type of contract
and age, among others.*® In most countries, wages increase more or less gradually across the wage distribution
and then jump sharply for the higher 10% and, in particular, for the highest-paid 1%. Greater wage inequality
is frequently correlated with greater household income inequality and declining labour shares.

Studies have highlighted several links between globalization and inequality, including the increasing diver-
gence between income from high-skilled and low-skilled employment in developed countries, rising relative
returns to capital share as well as an unbalanced and unequal globalization of trade and finance. Krugman
(2008) has argued that international trade accounts for a large share of increased wage inequality in the Unit-
ed States in the 1990s and 2000s. Others have argued for skill-biased technological change as the main cause
of growing wage inequality.*’ Several studies show that many developing countries that liberalized trade in
the 1980s and 1990s saw wage inequality rise.*? Kapstein and Milanovic (2002) and Barro (2000)’s research
for a range of countries observe a positive relationship between openness and inequality for low-income coun-
tries and a negative one for high-income countries. Li, Squire and Zou (1998), White and Anderson (2001)
and Garrett (2001) argue that the impact of globalization on inequality depends on the way globalization is
measured. Lindert and Williamson’s (2001) study highlights that, while this causality between globalization
and inequality was too small to be measured at the aggregate global level, there is evidence that within OECD
countries globalization has contributed to widening wage gaps and increased wage inequality, particularly in
the UK and the US.

38  Schoppa (2002).

39 For a study of middle classes in UNECLAC (2010).

40 ILO (20160).

41 See e.g. Berman et al (1998), Autor and Katz (1999).

42 Harrison and Hanson (1999), Wood (1997), Goldberg and Pavcnik (2007).
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There is continued debate on the drivers for widening wage gaps, including globalization and technological
change. Globalization has spurred adjustments in labour markets in developed and developing countries,
particularly by altering the bargaining power of workers. Trade openness has improved the mobility of capital
relative to labour and, concomitantly, the bargaining power of the latter has declined. In developed countries,
there is evidence of a small but statistically significant impact of trade openness on the wage share43, with
the negative link more pronounced among low-skilled workers.** This is usually associated with increased
competition between countries, leading to a downward pressure on wages.*> In developing countries, the

. . . 46
evidence is more mixed.

In addition, there is a consistently negative relationship between the wage share and financial globalization in
both developed and developing countries.”’ In developed countries, there has also been increased pressure on
firms to maximize dividends for distribution to shareholders, to which firms respond by adopting restrictive
employment and wage policies. The decoupling of productivity and wage growth is one of the relationships in
which this trend has manifested itself, depicted in chart 3 for the case of the United States. As it is shown in
this chart, productivity gains decoupled from worker’s compensation in the early 1970s, no longer advancing
in sync as in the previous decades. This suggests that productivity gains have predominantly benefitted capital
owners rather than workers. Other developed countries have faced similar trends. In developing countries,
studies have linked the negative relationship between the wage share and financial globalization to the fact

that the cost of financial instability created by volatile capital flows has fallen disproportionally on labour.*®.

Over the past decades, there has been a consistent downward trend in the labour share of income, which
has been observed both in developed and developing countries. Chart 4 below depicts the fall in labour
shares across developed countries. The increase in capital shares was spurred by profits accumulated by the
financial sector and the fact that profits in the non-financial sector in developed countries have increasingly
been invested in financial assets instead of “real economy” investments. Wage stagnation in some developed
countries also created the conditions for consumer spending based on debt, which was at the core of the
2008/09 financial crisis.

One additional factor contributing to rising inequalities among individuals and corporations has been tax-
ation — an area in which those with bargaining power have been able to lobby for selective tax reductions.
While illegal in some instances, the lack of comprehensive national legislation as well as global governance

structures on taxation has created loopholes for those able to exploit them.

43 The labour share of income, also known as wage or labour share, is the part of national income allocated to labour compensation,
while the capital share is the part allocated to capital. The labour share is calculated as the total compensation of employees, i.c.
wages and salaries before taxes plus employers’ social contributions, as a percentage of gross value added, gross national income

(GNI) or gross domestic product (GDP). For a discussion, see ILO (2011), ILO and OECD (2015).
44 Seee.g. ILO (2011).

45 There was some debate in the WTO on whether lower standards for labour rights lent unfair export advantage to the countries
where those standards were present, but the issue was never addressed formally within the WTO agreements. While members of
the WTO reaffirmed their commitment to recognize core labour standards they stressed these should not be used for protection-
ism and encouraged the WTO and ILO secretariats to continue their collaboration on these issues. No dedicated committees or
working parties were created to deal with the subject, and members stressed that the economic advantage of low-wage countries
should not be questioned. https://www.wto.org/english/thewto_e/whatis_e/tif_e/bey5_e.htm

46 For a discussion, see ILO (2011).

47 ILO (2011). In developed countries, financial globalization is measured as the sum of foreign assets and liabilities as a share of
GDP, while in developing countries, it is measured as the degree of financial account openness.

48 Ibid.
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Figure 3
Growth in productivity and hourly compensation in the US, 1948-2013
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A popular view of globalization tends to equate it with free markets with minimal regulation. Nevertheless,
evidence shows that there is positive correlation between trade openness and government spending and that
the most successful cases are those in which increasing trade and capital mobility were accompanied by great-
er income transfer programmes.*’ Government spending plays a significant role in mitigating risks stemming
from the dynamics of globalization.

Factors such as the disinflationary constraint, the structural adjustment programmes applied in result of
balance of payments and debt crises in both developing and developed countries, as well as demographic
trends, have hindered States” capacity to undertake national policymaking in a significant way. Areas such
as social security and training programmes have been regarded as taking up too many resources in times of
recession and saw their budgets weakened, often permanently. Efforts were made to privatize areas of services
regarded as public goods and, as such, commonly provided by the State — such as education, basic health care,
including emergency, maternal and child health care, and basic infrastructure, in particular drinkable water.
Pressure for the privatization of the welfare State, which was felt at the domestic level but also in the context
of the General Agreement on Trade in Services (GATS) of the WTO, has triggered discussion of public sector
efficiency as well as societal values.*® Demographic trends have also contributed to the pressure on the welfare
State in developed countries, where population in general is aging, while the vast majority of the developing
countries are still benefiting from demographic dividends, particularly in Africa and Latin America.

49 Rodrik (1996), ILO (1997), Pierson (2004), UNRISD (2010), Ortiz and Cummins (2011).
50 ILO (1995). Whal (2010) analyses the case of Norway.
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Figure 4
Adjusted wage shares of selected countries % of GDP
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Fiscal policies, in the form of taxes and transfers, as well as progressive taxation systems, are vital to address
wage and income inequality. Reforms to address tax avoidance and evasion are also important for closing gaps
and grey areas in the law and regulation frameworks, while increasing resources for policymaking. Although
many countries have expanded their social protection systems, a large share of the world’s population still
remains without health insurance and old-age benefits, and an even larger proportion lives without child and
family benefits and protection in case of unemployment, disability, work injury or maternity.”’

There is no substitute for national policymaking. Globalization requires a strong backing of a set of national
policies that can better distribute the gains and the losses from structural adjustments and dynamic trends,
which are more effective in a framework of international cooperation. Globalization, therefore, has not dis-
missed policymaking at the national level; on the contrary, it has enhanced its prominence. In addition,
the new globalized context has added importance to international coordination and the creation of global
normative and institutional frameworks that assure consistency, sustainability, universality, inclusiveness and
accountability at all levels — national, regional and international.

D. Global imbalances and the international economic system

The focus on global inequalities has also been analysed from the point of view of current account imbalances.
Higher saving rates in developing countries often failed to foster domestic investment, as funds were instead
invested in financial instruments in developed countries. This is due to both structural inefficiencies as well
as for stability purposes. As the international financial system is increasingly volatile and bail-out agreements
entail tremendous hardship, countries have decided to increase their foreign exchange reserves in order to have

51 ILO (20160).
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more of a cushion where to fall on in case of a financial or debt crisis. In turn, this inefficiency of the system
has given the issuers of major international currencies the opportunity to finance their external deficit by ab-
sorbing a large share of global savings52. This trend has moved capital away from the development financing

needs of developing countries, thereby widening income gaps between rich and poor countries.

While the past decades have seen some convergence among countries, as measured by GDP per capita, ine-
qualities among countries remain high. Although some countries, in particularly in Asia, have been able to
outpace economic growth in developed countries, other countries have not been able to overcome structural
and institutional hurdles in their quest to catch up to advanced economies. While economic issues have
explained some of this divergence, other factors, including conflict, natural disasters and other challenges in
the social and environmental spheres have also played an important role. Particularly the effects of climate
change, which are highlighted later in this paper, have disproportionally threatened economic and social

prosperity in some developing countries.

As this paper has highlighted, deeper economic integration at the global level has not been accompanied by
a corresponding strengthening of the institutional framework embedding the global economy. This has led
to an unequal distribution of the costs and benefits of globalization across the globe. Trade agreements, for
instance, have often been perceived as being unbalanced, providing market access to multinational corpo-
rations and developed country producers, while limiting access to developed country markets to products
from sectors dominant in developing economies, including agricultural products. Global financial institutions
have also been in the spotlight of criticism for perceived overreach in tying assistance to structural and trade

reforms, seen as disadvantageous for developing countries.

Deficiencies in global tax regulations have allowed individuals and corporations to exploit loopholes to their
benefit, to the detriment of countries, in particular developing countries that more heavily depend on tax
revenue from natural resource extraction and other areas of foreign investment. The institutional framework,
or lack thereof, has also disproportionately exposed developing countries to financial shocks, which have led
to a reversal of financial flows and sparked financial crises, such as during the Asian financial crisis or the debt

crises in the 1980s.

i.  Multinational corporations

Multinational corporations are important players in the globalized world. The increasing openness of boarders
and increased facilitation of payments have paved the way for multinationals’ growth while, by extending
their operations, they have played a central role in the acceleration of globalization themselves. Multinationals
translated economic competition models into practice, operationalizing global value chains and decreasing
prices of final goods to consumers worldwide. Multinationals also provided a channel for dissemination of
technological progress and investment across borders and, at times when financing from international finan-
cial institutions was scarce — as, for example, in their initial expansionary phase in the 60s and 70s — these
flows provided alternative development funds that proved to be more accessible. After a period of prominence
of official development aid, since the beginning of the 2000’s private finance — including workers’ remittances,

direct investment, and other private flows — regained relative importance in the structure of international

52 Correia, Jiménez, and Manuelito (2009).
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finance of developing countries.>> This trend is expected to continue, given the need to find new and innova-
tive sources of finance for sustainable development and achieving the SDGs.

Nevertheless, the way multinational corporations conduct their operations has attracted significant criticism.
At the same time, such operations have become so immense in scope and volume that they affect “the daily
lives and fortunes”®* of an increasing amount of people and, indeed, countries. It is thus important to con-
sider the political significance of multinationals and their global operations, as well as their impact on the
“emerging global public domain”55. The latter is important because the public interests that populate the
global public domain are not confined by borders and thus cannot be dealt with exclusively by individual
countries or the public sector alone. This highlights the importance of global governance structures able to
foster the protection of international standards through norms and regulations, in particular those pertaining
to human rights and the provision of global public goods. In the absence of global standardised regulation,
multinationals could either foster a “race to the bottom” where they locate their activities to less regulated
areas, or they could self-regulate above what is required of them and promote human and labour rights, and
good environmental practices.

The issue of labour standards and rights, involving multinational corporations in developing countries was
brought to the limelight through the “sweatshop” scandals of popular brands, particularly in the garment
industry56. These scandals gave rise to calls by civil society to increase regulation and supervision of their
operations, also calling for governments in developed countries to promote labour and human rights stand-
ards globally. Some civil society organizations were created to that effect; many dedicated to understanding
local realities and the way to harmonize standards uphold rights, while increasing living standards for local
communities. The companies established corporate social responsibility norms and practices, an area that has
taken on increasing importance with globalization.

Furthermore, increased awareness of multinationals’ environmental footprint, evidence of environmentally
damaging practices by multinationals in developing countries57 and campaigns by civil society have led
to calls for governments to provide fiscal and regulatory measures that encourage environmentally-friendly
behaviour, with some believing that only with such measures in place will firms adopt cleaner production
technologies.58 However, in addition to corporate social responsibility initiatives, an increasing number of
firms are voluntarily adopting environmental responsibilities. Such pledges focus on cutting greenhouse gas
emissions, reduce deforestation, minimize waste and adopt sustainable water policies, among others.59 Ad-
ditionally, several private standards and certification schemes have been launched with the aim of reducing
the environmental footprint and increasing the sustainability of production through private standards and

53 Alonso (2012),

54 Ruggie (2004).

55 Ibid.

56 For example: Gap in El Salvador in 1995: http://www.globallabourrights.org/alerts/leading-human-rights-groups-blast-gap-

cover-up-in-el-salvador, https://nacla.org/article/gap-and-sweatshop-labor-el-salvador; Walmart, Hanes and others in Honduras

in 1996 (and in Bangladesh in 2006): http://www.law.harvard.edu/programs/lwp/NLC_childlabor.html, https://philosophia.
uncg.edu/media/phi361-metivier/readings/Maitland-Great%20Non-Debate.pdf ; the collapse of the Rana Plaza in Bangladesh
in April 2013: http://www.globallabourrights.org/campaigns/factory-collapse-in-bangladesh.

57 Namballa (2014).
58 WTO and UNEP (2009).
59 UNEP (2016a), UNIDO (2015).
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certification schemes.®® The importance and impact of private standards and certification is expected to grow
in the coming years, owing to greater consumer awareness and knowledge of the impact of their choices.®’
Nevertheless, while the private sector can and should have a positive impact through setting voluntary stand-
ards, independent evaluation and review will be essential to ensure the stated objectives coincide with best

practices, overall sustainable development strategies and goals and implementation.

Similarly, foreign direct investment (FDI) and financial flows have increased exponentially in recent years.
In 2012, inflows of FDI into developing countries outpaced for the first time those to developed countries,
highlighting the importance of cross-border investments in the former.®? The ultimate impact of these flows
on host countries, nevertheless, depends on where and how investments are made. Whether FDI is directed
towards green sectors and facilitating efficiency improvements through innovation and technology, or towards
pollution-intensive industries, matters, as it does if it embeds social objectives, giving due consideration to
water constraints or traditional practices of local communities, among others. Therefore, multinational cor-
porations, as well as multilateral organizations and global non-state actors, should align their actions with the

principles and goals of the 2030 Agenda and thus become actors in and for sustainable development.

The international space in which the global actors mainly act, in particular multinationals and non-state
actors, is void of an institutional framework with consistent rules that assure a levelled playing field for all. As
these players’ operations increase in importance, they pose increasing challenges, but they also open windows
of opportunity to finding feasible, efficient, inclusive and durable solutions. It is only through multi-stake-
holder partnerships and private sector engagement that the 2030 Agenda can successfully be realised. Civil
society organizations and the private sector, including multinationals, have the potential to drive sustainable
development forward, if practices and principles are aligned with the 2030 Agenda. It is particularly important
that the principle of sustainability is included in any policy or investment decision, ensuring the integration
of the three dimensions and resulting in long-term efficient solutions.

While it is up to the private sector and other non-state actors to adjust their decision-making and operational
processes, it is the role of the multilateral system to define a fair, rules-based and transparent institutional

framework in which global actors can operate in an inclusive and legitimate way.

ii. Impact of international trade and investment agreements beyond the
economic sphere

When the WTO was established, a formal dispute settlement system was introduced for trade issues, with
decisions depending on the deliberation of experts, not representatives of Member States. These decisions
were to be reviewed by a single appellate body and supervised by the Dispute Settlement Body according to
the understanding of the rules of procedures governing the settlement of disputes.®® Nevertheless, there has

60 In the palm oil sector, an initiative to ensure 100% sustainable palm oil in Europe was driven forward first by a private sector in-
itiative (http://caobisco.eu/public/images/actualite/caobisco-07122015163845-PR-CtoS-final-ESPOAG-3-.pdf). Similarly, sev-
eral multinational companies have voluntarily signed up to the Better Cotton Initiative, which promotes cotton that is farmed
in accordance with effective use of water, no use of harmful pesticides, and minimizing harmful impacts on soil and natural

habitat (http://bettercotton.org/about-better-cotton/better-cotton-standard-system/production-principles-and-criteria/). Inter-
national certification schemes are also increasingly adopted in forestry [see FAO (2015)].

61 UNIDO (2015).
62 UNCTAD (2013).
63  Mortimore (2006). Dupuy et al. (2010)
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been no such consensus for the establishment of a similar body for the settlement of disputes on international

. 64
Investment agreements.

In such agreements, there is a particular mechanism that has increasingly gathered attention by analysts and,
more recently, public opinion: the investor—state dispute settlement (ISDS). This clause allows foreign inves-
tors to sue a host country, which is a sovereign State, before an arbitral tribunal if the treaty has been violated.
This sort of investor-State dispute settlement allows investors to challenge government policies and measures.
This has caused growing concern and criticism regarding the impact of ISDS on the capacity of governments
to implement legislative and policy programs related to their national development priorities, including the
protection of human rights and the environment.®® ISDS are present in international investment agreements;
both the United States and the European Union include ISDS in their international investment agreements,
including with developing countries. ISDS can also be included in some bilateral or multilateral trade agree-
ments; examples are the Trans-Pacific Partnership (TPP)®® and the Transatlantic Trade and Investment Part-
nership (T'TIP).%” Ultimately, ISDS goes significantly beyond the economic sphere, infringing governments’
and citizens’ ability to exercise their rights and responsibilities within society. Nevertheless, citizens have no
say in these agreements, and only a very limited group within a country’s democratic apparatus has influence
in the actual formulation of the agreement. Therefore, as globalization becomes an ever more complex phe-
nomenon, it impacts individuals not only as economic actors but also as citizens, with consequences related to

the ability to exercise common or individual rights and responsibilities.

E. Migration

Labour mobility is a key feature of globalization; skilled migrants move around the globe in search for better
. — . 68 o o

opportunities, and so do their skills and ideas.” In some developed countries, increased immigration has

fuelled sentiments of a loss of national identity, often tied to disenfranchisement, rising inequality and unem-

ployment, which have nurtured fears of social and economic marginalization.

Several reasons have been highlighted as push factors fostering migration, some of them relating closely to
globalization: discontentment with the social situation and lack of job opportunities are among the major
factors behind a person’s decision to migrate. Between 2009 and 2016, the share of the working-age popu-
lation willing to migrate abroad permanently increased in every region of the world except for Southern and
South-Eastern Asia and the Pacific.®” In 2015, amid heightened socio-economic hardship and social and
political unrest in parts of the world, the number of international migrants increased to a record high, at
244 million people.”® When international migratory pressures increase they often give rise to social unrest or
discontent in host countries as well. Such feelings often relate to a sense of uncertainty related to the current

and future socio-economic situation. Moreover, problems such as trafficking in people and the exploitation of

64 hueps://[www.wto.org/english/thewto e/whatis e/tif e/bey3 e.htm.

65 For a discussion on the case of Latin America, see Mortimore (20006).

66 Trade agreement between twelve Pacific Rim countries: Australia, Brunei, Canada, Chile, Japan, Malaysia, Mexico, New Zea-
land, Peru, Singapore, United States and Vietnam. It was signed in February 2016 and it is in process of ratification.

67 Proposed trade agreement between the European Union and the United States.

68 According to the World Bank, the share of skilled migrants of the total international migrants increased from about 25% in

1990 to 36% in 2000. See World Bank (2012).
69 ILO (2017).

70 International Migration Organization’s Global Migration Trends Factsheet.
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migrant workers tend to intensify, women and girls being particularly at hazard. The latest ILO social unrest
index indicates an increase of average global social unrest between 2015 and 2016.”"

Climate change impacts, through droughts and loss of arable lands, are a major contributing factor to mi-
gration, especially in Africa and South America. An increase in internally displaced persons (IDPs) is also a
growing phenomenon linked to climate change.

All countries stand to benefit from a safe, orderly and managed process of international migration that can
enhance global productivity and eliminate exploitative practices. This has been recognized in the 2030 Agen-
da, in particular in Goal 10 (reduced inequalities), target 10.7.”% In 2016, the General Assembly adopted the
New York Declaration for Refugees and Migrants, by which Member States committed to: start negotiations
leading to an international conference and the adoption of a global compact for safe, orderly and regular
migration in 2018; develop guidelines on the treatment of migrants in vulnerable situations; and achieve a
more equitable sharing of the burden and responsibility for hosting and supporting the world’s refugees by
adopting a global compact on refugees in 2018.

F. Environmental impact and climate change

Economic globalization has created opportunities for improved welfare, by facilitating increased production
and consumption. It has provided consumers with an abundance of goods and services produced far from
their local economy. Similarly, it has opened up opportunities for producers, as well as small-scale farmers and
businesses to reach a larger market, to specialise and expand their production. However, increased production
and consumption, fragmentation of production processes and cheaper global transportation have presented
challenges to the environment through increased pollution, emissions and demand for natural resources.

In order to ensure environmental quality, reduce pollution and protect the environment, the right regulations
and policies will be necessary. While growth in income per capita could lead to pressures for improved envi-
ronmental standards and increase the ability to take on costly measures, this relationship depends on the right
institutions and policies being implemented.

Global trade and investment have been concentrated in sectors that have been at the core of environmentally
unsustainable practices, including in primary resource extraction, agriculture, waste management and other
sectors. Through increased extraction and production, as inherent parts of economic globalization, economic
activity can lead to environmental degradation and potentially to the exhaustion of certain natural resources.
This is in a large part due to the pricing of resources often not taking into account the environmental cost,
thus leading to undervaluation.”® Environmental quality and natural resources, such as clean air and fish
stocks, are often non-excludable, rendering them with either public good or common property characteristics.
As property rights are difhicult, if not impossible, to impose, these resources are easily overexploited. As a
result, natural ecosystems and species can be lost, waste accumulates, and resources could become degraded
or entirely exhausted.”* The difficulty in enforcing property rights, lack of regulation, as well as the fact that
those responsible are often not the ones who feel the brunt of the consequences for environmental degradation,

71 ILO (2017).

72 Target 10.7: Facilitate orderly, safe, regular and responsible migration and mobility of people, including through the implemen-
tation of planned and well-managed migration policies.

73 van Veen-Groot and Nijkamp (1999).
74 World Bank (1992).
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are important factors contributing to this. The latter could be seen in the use of micro-plastics, coming from

washing synthetic clothing, among others, which can have adverse impacts on marine life. These have been
. S . , 75

found in remote areas far from their origin, as far as a Mongolian mountain lake.

The scale effects of globalization, through increased production and consumption, can lead to overexploita-
tion of natural resources if everything else remains equal and environmental costs are not internalised.”®
Overexploitation of natural resources happens if exploitation exceeds the reproductive or regenerative ability
of those resources, which can be encouraged by global demand.

Rising global demand has arguably encouraged unsustainable exploitation of many natural resources. Forest
area has decreased by 3.1% since 1990, with even more dramatic changes in tropical and sub-tropical areas.””
Land covered by forest has been converted in many cases to other more profitable uses, such as agriculture or
timber production. In a study of selected countries with tropical forest, one of the main drivers of deforesta-
tion were found to be export markets, embodied in the production of palm oil, beef, soy and wood products.”®
Meanwhile, overfishing has led to fish stocks collapsing for certain species. In addition to the ecological
impacts of overexploitation of natural resources, there are also impacts in the economic and social areas, as
sources of livelihood are extinct and economic chains disrupted. Sustainable use of natural resources is thus
essential from an environmental, economic and social perspective.

The 2030 Agenda addresses the challenges of overexploitation by calling for sustainable consumption and pro-
duction patterns, dedicating one of the seventeen Goals to this endeavour. Goal 12 commits States to achieve
sustainable management and efficient use of natural resources by 2030, implementing the 10-year Frame-
work on Programmes on Sustainable Consumption and Production Patterns, and already by 2020 to have
achieved environmentally sound management of chemicals and waste. Sustainable use of water and marine
resources, reducing pollution and restoring water and marine resources and ecosystems, are addressed in Goal
6 and Goal 14 of the Agenda. Global forest conservation has increased substantially since the 1990s, with
approximately 17% of global forest in protected areas. The increase in global forest conservation has however
slowed in recent years.79 In this regard, Goal 15, which calls for conservations, restoration and sustainable
use of terrestrial and inland freshwater ecosystems, in particular forests, could provide the necessary impetus.
Target 15.2 aims to reverse current trends on deforestation. Moreover, Target 8.4 of the Agenda highlights the
need to improve global resource efficiency in consumption and production and as well as the need to decouple
economic growth from environmental degradation. Economic globalization can additionally present part of
the solution, as it facilitates more efficient use of resources through increased competition.so However, the
right policies and regulations will be the key to sustainably manage the challenges of globalization, while
taking advantage of the related opportunities.

Economic globalization is linked to increasing greenhouse gas emissions through the facilitation and promo-
. . . . . . . . .81

tion of increased agricultural and industrial production and consumption, transportation and deforestation.

International transportation, especially by air and sea, has enabled increasingly cheaper transportation of

75 UNEP (20164a).

76 van Veen-Groot and Nijkamp (1999).
77 FAO (2015).

78 Persson et al (2014).

79 Ibid.

80 Tisdell (2001).

81 Huwart and Verdier (2013).
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products across the globe, but at the same time significantly contributed to global greenhouse gas emissions.
Fragmentation of production and the creation of global supply chains, partly a result of lower transportation
and trade costs, have contributed to an increase in use of transportation. The negative impact is forecast to
worsen further over the coming decades, with pollution from global shipping projected to grow up to 250%
by 2050, depending on future economic growth and energy developments.*? CO, emissions from global air
traffic are forecasted to more than double by 2030.%% In this regard, the agreement reached in October 2016
on a new global market-based measure to control CO, emissions from international aviation is an impor-
tant milestone, especially because these emissions, as well as those of shipping, are not covered by the Paris
Agreement.84

While industrialisation can be an important driver of economic growth, it is also a major source of greenhouse
gas emissions and energy consumption. Global industry and waste/wastewater emissions are responsible for
30% of global greenhouse gas emissions, also taking into account the sector’s indirect emissions from pro-
ducing electricity and heat.®® In order for economic development and trade not to have a negative impact on
the environment through increased emissions and energy consumption, it will be necessary to decouple them
from economic growth. The 2030 Agenda addresses this issue through Target 9.4, in which States commit
to upgrade infrastructure and retrofit industries to make them sustainable, through increased resources-use
efficiency and greater adoption of environmentally sound technologies and industrial processes. As countries
find themselves in different levels of development, their capacity to develop, adapt, disseminate and upgrade
clean and environmentally sound technologies is also diverse. In this context, coherent development assistance
to developing countries, including capacity development and technology transfer and dissemination, is of
crucial importance, in particular to those countries with highest vulnerabilities.

Decoupling economic globalization and trade from greenhouse gas emissions could be facilitated through the
use of technology and innovation, increased energy efficiency and other green policies. Indeed, from 2014 to
2015, global carbon emissions were static, while the economy grew overall.® Industrialisation and transpor-
tation do not necessarily have to be detrimental to the environment, if the right policies are implemented and
renewable or clean energy is used. Technology, innovation and production of scale can also facilitate more
efficient use of energy resources. Use of renewable energy could moreover ensure a transition towards greener
industry and transportation, thus reducing the emissions from these sectors.

Reducing greenhouse gas emissions and limiting global warming to no more than 2°C requires international
cooperation. When greenhouse gas emissions are released, costs are shared and incentives for individual States
to reduce emissions are reduced.?” A clean atmosphere is in this sense truly faltering under the tragedy of the
commons. Low-income countries contribute little to global emissions, but are nevertheless disproportionately
affected by its consequences, through extreme weather conditions, drought, desertification and rising sea
levels, among others. Small Island Developing States (SIDS) and coastal areas are particularly affected by
rising sea levels, which can render entire populations homeless. Leaving no one behind also entails recognition

82 IMO (2015).
83 Schaefer (2013).

84 'The agreement on international aviation emissions was reached during the 39th Assembly of the International Civil Aviation

Organization of the United Nations (ICAO).
85 IPCC (2014).
86 IEA (2016).
87 UNEP and WTO (2009).
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that some are disproportionately threatened by climate change and thus need assistance in enhancing their
resilience to cope with its effects. As a result of such environmental changes and disasters, livelihoods, homes
and lives could become threatened, leading to an increase in migration.®® Resilience will be key to address
the adverse impacts of climate change. States agreed to strengthen their resilience to more extreme conditions
through the Sendai Framework for Disaster Risk Reduction, which was reiterated through Goal 11.b of the
2030 Agenda. Furthermore, extreme weather conditions can alter ecosystems, and as a result disrupt food
production, water supply, infrastructure, settlements and human lives.®” More than 70% of agricultural pro-
duction relies on rainfall, and as a result, food production systems around the world are highly vulnerable to
changes in the climate. The prevalence of droughts has substantially increased on the African continent, while
dry conditions related to El Nifio negatively affected crop production in several countries in 2015-2016.7°

Therefore, decisive and joint action is necessary. The Paris Agreement provides a significant promise by States
to accelerate the actions needed for a sustainable low-carbon future, as recognised in the 2030 Agenda. The
2030 Agenda directly addresses the challenges of climate change through Goal 13, committing Member
States to take urgent action to combat climate change and strengthening resilience to climate-related hazards
and natural disasters. As called for in Goal 13, climate change measures must be integrated into national
policies. Responding to the challenge of climate change will require decisive action by States, including, but
not limited to, implementing both the 2030 Agenda and the Paris Agreement, as well as the AAAA.

G. Public perceptions

Public discontent with globalization and the multilateral system that supports it is not new. Globalization
has improved the lives of many, but several others have been left behind in the process. In addition, public
sentiments towards globalization and multilateralism have become remarkably bitter in developed countries,
where long-embedded commitments to open societies as well as to the role of multilateralism in managing
global economic and political challenges have been questioned. At the root of this unravelling have been
several trends that had already created serious stress in the past, especially in developing countries, that
increased in their spread and depth alongside globalization, putting the existing institutional framework to
the test, with some arguing for retreat to protectionism and nationalism. These challenges are not limited to a
specific dimension and include: the impact on national labour markets and economic structures caused by the
reorganization of production at the global scale, rising inequality, financial instability, disorderly migration,
climate change, proliferation of criminal networks and cybercrime.

How do citizens in different parts of the world evaluate the overall contribution of globalization to their
country’s wellbeing and their own? Developing countries have often voiced their concern with the inequality
and unfairness of the international system, especially the economic dimension. While these countries have
been urged to open up markets and embrace globalization, developed countries have often not put in place
policies that would have enabled developing countries to benefit from it in a similar manner. This has led to
a widespread perception of a significant imbalance of power and has undermined public support for interna-
tional institutions, seen to follow the interests of developed countries.” ! Protestors in developed countries have

88 Groff (2016).

89 UNEP (2016a).
90 UNEP (2016a).
91 Goldin (2013).
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expressed solidarity with developing countries in various occasions in the past, as well as for environmental
Tl . 92
concerns and disillusionment with capitalism.

Surveys from the beginning of the 2000’s found that people felt globalization was becoming part of their lives
in many different ways — not only through the economy but also through travel, communication and culture.
Younger citizens were more positive about globalization than older ones.”® Citizens around the world thought
growing trade and business ties, i.e. increasing economic globalization, would be good for their countries
and their families, with Africans showing particularly high expectations, closely followed by Asians. These
views were intrinsically related to how citizens assessed their own individual conditions.” The vast majority
of people felt at that time that their lives had deteriorated in the five years that had passed. Nevertheless, and
in spite of the topic being anything but consensual, people in general did not blame their most pressing con-
cerns — such as lack of well paying jobs, deteriorating working conditions and the growing gap between rich
and poor — on the fact that the world was becoming more connected. Moreover, while public contentment was
significantly higher in advanced economies, citizens in developing countries were generally much more opti-
mistic about their future as well as the next generation’s prospects than those living in developed countries.

People also had favorable views of the players in economic globalization. While international organizations,
multinational corporations, non-governmental organizations and trade unions all were rated high in general,
a less categorical warm perception was evident from countries that had recently experienced crises and had
followed structural programmes or where multinationals’ business model were not consensual or their actions
had raised serious social or environmental concerns. On the other hand, only a small proportion of citizens in
each country thought anti-globalization protesters were a good influence for their respective countries.

These views contrast with those captured in more recent studies. Today, citizens from Asia are the more
optimistic in terms of the economy, while Africans and Latin Americans make largely negative economic
assessments. In developed countries sentiments are reviving, with many Europeans, Japanese and Americans
feeling better today about their economies than before the 2008-09 economic and financial crisis.”

At the same time, while a majority of people still see economic globalization — materialized in growing trade
and business ties — in a favorable way, there are growing concerns related to the ability of trade to create jobs
and its impact on wages and prices.”® This is more emphasized in developed countries, where anti-globaliza-
tion sentiment and scepticism towards multilateralism has become more widely shared within the wider pub-
lic in recent years, as more citizens feel they have been left alone to face many of the downsides of globalization
while receiving few of its benefits.

A poll on behalf of CBS News and The New York Times carried out in 2016, which questioned respondents
in the United States, found that 55% believed the U.S. has lost more from globalization than it has gained,
while only 19% believed trade created domestic jobs.”” People thus have generally positive attitudes towards

92 Kahn (2000).

93 Pew Research Center (2003). The Pew Research Center bears no responsibility for the analyses or interpretations of the data
presented here.

94 Pew Research Center (2002). The Pew Research Center bears no responsibility for the analyses or interpretations of the data
presented here.

95 Pew Research Center (2017).

96 Pew Research Center Spring 2014 Global Attitudes survey. The Pew Research Center bears no responsibility for the analyses or
interpretations of the data presented here.
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Figure 5
Opinion of economic globalization and its institutions, 2002
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Figure 4
Public perceptions on impact of economic globalization and national economies
and labour markets
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economic integration, but are concerned with specific aspects of globalization, with the main areas of concern
being on wages, job security and immigration. In Europe, as the number of migrants surged to a record 1.3
million in 2015, popular sentiment also grew warier towards immigration. While Europeans are overwhelm-
ingly not satisfied with how the European Union (EU) has handled the situation, many EU citizens are
worried that incoming refugees increase the likelihood of terrorism in their countries and that they will be
an economic burden.”® Indeed, even as people grew more comfortable with globalization in 2002, they did
not quite accept free movement of people in the same way as other elements of the process. Immigrants and
minority groups were not seen under a positive light in the vast majority of countries and most people agreed
with tightening controls on the flow of immigrants into their countries. National identity was also reflected
in the widespread belief among people in most nations that their culture was superior to others and that it
needed protection from outside factors.”” This shows that populist and nationalistic attitudes experienced
today have common elements with earlier periods of the current globalization wave. Some authors find that
advance stages of economic globalization can be seen to produce political backlash in the form of populism,

. 1
although the latter can take different forms."°

More factors have also come into play with the furthering of the globalization process. For once, as technol-
ogy itself has developed at exponential speed, it has cemented its prominent role in advancing globalization.

98 Pew Research Center Spring 2016 Global Attitudes survey. The Pew Research Center bears no responsibility for the analyses or
interpretations of the data presented here.
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Technology can be a means to achieve remarkable progress; however, especially in the context of a globalized
world, it can also be a source of heightened risks. As technology is making information more widely available,
it can reinforce the perception of mistrust regarding the globalization process, by exposing access and op-
portunity gaps, ultimately reflected in consumption and lifestyle patterns. Moreover, while democratization
of information can be an enormous contribution for skills and capacity building, it is important to be aware
that it effectively removes editing from the publishing process, including review and confirmation of sources.
This is particularly worrisome in the case of social media and the so-called opinion makers. As people have
increasing sources of information at their disposal, some find it more convenient to reach for news from
these sources. As instruments of mass communication where information sharing is easy and fast and herd
behaviour is encouraged, social media provide perfect conditions for, and heightened the risk of, the spread
of misinformation.

Studies confirm that media coverage plays an important part in framing the debate on globalization and
interconnectedness.'®! A negative focus, with an emphasis on the downside of globalization, tends to lead the
public to perceive its effects on society as a whole more negatively, irrespective of their own situation. Both
multilateral institutions and national governments have faced public discontent, and there has been a rise in
the popularity of populist anti-integration parties advocating some degree of withdrawal from the internation-
al system. As citizens lost faith in globalization, they have directed their discontent towards the institutions
and individuals promoting globalization. The recent vote in the United Kingdom to exit the European Union
provides an example of such discontent with the prevailing system. The discontent with mainstream narra-
tives was unmasked by deep distrust in academia, whose opinions were largely disregarded in the run-up of
the vote, a trend that has also been observed elsewhere.

Furthermore, an increasing influence of private interest in the setting of public agenda is also fueling public
discontent. This is felt both in terms of lobbying of interests at the national level as well as in the setting of
rules at the international level and has a significant impact not only in terms of economic inequality but also
on democratic structures, legitimacy and, ultimately, civic rights.

Addressing the challenges of globalization through the

2030 Agenda: A roadmap to an inclusive, interconnected world
The 2030 Agenda promotes international cooperation with the aim of finding solutions to global problems —
bringing under a unifying umbrella all relevant international normative frameworks in an integrated and

coherent way — while recognizing that each country must find its own policy mix in accordance with its
particular national circumstances.

Based on the multidimensional aspects of globalization and how it impacts development in the three dimen-

sions of sustainable development, as analysed in this paper, six conclusions can be drawn.

A. Forging a new social contract

The social contract established in the post-WWII era was based on a mix of external and domestic stabiliza-

tion, with multilateralism taking a central role. These two fundamental ingredients are also provided in the
2030 Agenda.

101 Mansfield and Mutz (2009).
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But the 2030 Agenda goes beyond these previously established principles, with three additional foci — namely:
sustainability, universality and inclusiveness — addressing the central caveats of the previous arrangement.

In adopting sustainable development as the relevant cross-cutting concept in policy decisions, it brings to the
forefront the interlinkages between the economic, social and environmental dimensions and highlights the
need to urgently address the unsustainability of current economic development models.

As a universally applicable framework, in which the SDGs and related targets apply both to developing and
developed countries, the 2030 Agenda unambiguously exposes the commonality of global challenges and
global public goods, to which solutions limited to the national level will not suffice. The ability to cope with
the impacts of different shocks will, nevertheless, continue to differ from country to country, and therefore
the global partnership for sustainable development will be of crucial importance to enable the implementa-
tion of the Agenda. A strengthened partnership for sustainable development aims to mobilize a significantly
larger amount of resources than that envisaged under the Millennium Development Goals framework. This
responds to the need to integrate sustainability in policy decisions, which entails going beyond “business as
usual” — indeed, it requires a change of mindset.

The 2030 Agenda is a framework where shared responsibilities seek shared actions through inclusive and
transparent processes, leading to the active engagement and due ownership of a broad spectrum of groups
of society. Inclusive and innovative partnerships are key policy enablers and are vital to generate adapted
solutions. For this virtuous cycle to be set in motion, the way that burdens and rewards are shared among
members of society — including the key five elements below — will need to be addressed through integrated and
inclusive public policies and frameworks. Once an acceptable balance is reached, these directives will become
the norms by which the different groups of society agree to, i.e., the new social contract.

B. Tackling inequality within countries

Recognizing that inequality goes beyond aspects of wealth and income, the 2030 Agenda for Sustainable
Development goes beyond a narrow definition of inequalities, considering its relation to economic, social and
environmental factors. Solutions to rising inequalities therefore cannot be found within one realm, but must
be multidimensional to address the full range of factors contributing to disparities at global, regional and
national levels.

The 2030 Agenda, as a multidimensional framework, is well suited to advance solutions that reflect the
multidimensionality of inequality. The 2030 Agenda and the AAAA address some of these issues as well as
their root causes, both directly and indirectly. The Agenda recognises the multiple facets of inequality by
referencing it across goals and targets, in addition to the standalone goal on inequality, SDG10.

Inequalities are a crosscutting issue in the 2030 Agenda; the success of all SDGs will depend on a reduction
of all forms of inequalities, given the close links between inequalities and each SDG. In SDGI10, the interna-
tional community commits to reducing inequalities within and among countries, with many of the targets
proposing concrete solutions to addressing the inequalities associated with globalization. All of these issues
are covered by provisions in the 2030 Agenda and the Addis Ababa Action Agenda, some through dedicated
goals and targets.

SDGI on the eradication of poverty in all its forms is intrinsically linked to inequality, as a more balanced
and equitable distribution of a country’s economic and environmental resources are a crucial component of
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poverty eradication. Poverty is also linked to an exclusion from political processes, which can perpetuate
poverty, as society and the political system may fail to serve those most in need.

Inequalities are also closely connected to the environmental goals of the 2030 Agenda, as the costs associated
with environmental degradation are unequally distributed, affecting those in the bottom half of the income
distribution the most. The destruction of land or water ecosystems significantly hurts communities that rely
on these resources for their livelihoods. The poor also overwhelmingly suffer from the adverse effects of
climate change. As studies have shown, unmitigated climate change will be to the detriment of developing
and least developed countries and their inhabitants, reducing average income by up to 75 percent by the end
of this century.

The failure to enable access to resources can undermine social cohesion and institutions, leading to insta-
bility, conflict and war, endangering progress on SDG16. Inequalities can create vicious circles of political
instability and conflict. Both horizontal inequality between social groups and vertical inequality between
individuals have been identified as key drivers of violent conflict. Conflict-inducing inequalities are based
on social exclusion according to ethnicity, culture, language and other characteristics. The persistence of
these patterns of exclusion tends to create inequality traps that provide the fertile grounds for violence and
instability. Policies to enhance productive capacities and productivity are equally important to achieve this
goal. Due to the interconnectivity of factors of globalization that can contribute to unequal and unsustainable
effects, integrated policies need to be at the heart of efforts to achieve more equitable and balanced outcomes.
Introducing distributional impact assessments into policy making processes can be an efficient approach to
reduce inequalities, as it allows policy makers to frontload considerations of equality in the origination phase
of the policy making process. The policy origination phase is where policies are integrated across the three
dimensions of sustainable development.

C. Tackling the consequences of globalization on domestic
economic and labour markets

Efforts to consider the distributional impact of all policies, no matter if they are targeted at inequality reduc-
tion or address other issues of sustainable development, are required to effectively devise measures that are
either redistributive or neutral in their effects. In the context of globalization, policies need to be crafted in
recognition of imbalances that can arise from global trade and business. As policies in this area face increased
complexity due to the overlapping of national and global contexts, impact assessments are key to ensuring
balanced outcomes that take full account of the national context in which the policy is introduced.

With regards to international trade, policies that seek to encourage trade need to take into account their effects
in all three dimensions of sustainable development. While trade liberalization has contributed to economic
growth and prosperity in various contexts, agreements in the past have often been associated with negative
economic and social effects on certain societal groups. For instance, measures that expose local producers
to competition from more advanced markets or foreign producers that receive subsidies in their countries of
origin may contribute to employment loss and social marginalization.

With regards to labour market adjustments, policymakers can take proactive measures to improve the wage
share by encouraging more effective dialogue and enhancing social exchange in firms. Effective collective
bargaining can also help to improve the employment reaction to macroeconomic measures, which can be
key in addressing public discontent related to adjustment processes. In addition, well-designed minimum
wages can rebalance the distribution of income in favour of labour, as well as help sustain the incomes of
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low-skilled workers, whose labour share has been most affected by the trend decline. Finally, ensuring a closer
link between profits and productive investment as well as enhancing productive capacities and diversification
are vital for job creation. Demand-side policies that can help to overcome the current reluctance to invest into
productive capacity can be one step to achieve this.

D. Promoting decent work and the global social protection partnership

Amid the changing realities in labour markets brought about by an increasingly globalized world, the Inter-
national Labour Organization established as a primary goal “to promote opportunities for women and men
to obtain decent and productive work, in conditions of freedom, equity, security and human dignity”.'%? In
order to achieve this goal, four interdependent strategic objectives were put forward: promoting fundamental
principles and rights at work; creating greater employment and income opportunities for women and men;
increasing the coverage of social protection; and strengthening social dialogue and tripartitism. Importantly,
it was noted that the ILO should be concerned with all workers, whether organized or not, and wherever they
may exercise their work, “whether in the formal or the informal economy, whether at home, in the community

. 103
or in the voluntary sector”.

The concept of decent work progressively gained track and endorsement in the international community. In
2007, a target on the creation of decent work for all was added to the Millennium Development Goal 1, mak-
ing explicit that productive employment and decent work for all was fundamental to fighting poverty. The
ILO Declaration on Social Justice for a Fair Globalization, adopted in 2008 and evaluated in 2016, endorsed
the Decent Work Agenda. Decent work gained further impetus after the 2008-2009 economic and financial
crisis, and has been fully integrated into the 2030 Agenda in Sustainable Development Goal 8. Social protec-
tion has also been included in several goals.1°4 In September 2016, the ILO and the World Bank launched the
Global Partnership for Universal Social Protection, a joint initiative built on the emerging consensus around
the need to view universal social protection as a primary sustainable development priority.

Although the concept of decent work has evolved since it was first proposed, it has retained its original four
principles: rights at work; employment creation; social protection; and social dialogue. Decent work and
productive employment opportunities created by sustainable economic growth are key elements to achieving
poverty reduction, as well as a fairer and orderly globalization process.

E. Strengthening global systems and partnerships

In light of the need for global solutions to global challenges, the 2030 Agenda could be considered a viable
answer for addressing a range of challenges associated with globalization at the global level. Several targets
directly address the deficiencies in the global financial system highlighted above.

In order to tackle the shortcomings associated with a global system perceived to be unrepresentative of global
economic realities, Target 10.6 pledges to ensure enhanced representation and voice for developing countries
in decision-making in global international economic and financial institutions in order to deliver more effec-
tive, credible, accountable and legitimate institutions. As the economic and political importance of several

102 ILO (1999).
103 Ibid.

104 Target 1.3, under Goal 1 (no poverty); Target 5.8, under Goal 5 (gender equality); and Target 10.4, under Goal 10 (reduced
inequalities).
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countries has grown substantially since the inception of the international system following WWII, contrib-
uting ever larger shares to global GDP, it is fundamental for the stability of the global economic system that
these countries have an equal share of decision-making power corresponding with principles of equity that
guide the international system.

To tackle the lack of regulation, Target 10.5 of the SDGs calls for the improvement of regulation and mon-
itoring of global financial markets and institutions and for the strengthening of the implementation of such
regulations. This lack of regulation of financial markets, at national, regional and global levels, is considered
one of the root causes of the financial and economic unravelling of the 2008/09 financial crises. As a global
challenge that goes beyond national boundaries, global financial governance needs to be strengthened at the
global level to effectively tackle crises and prevent contagion effects between countries.

SDGI0 also addresses the issue of international migration — a vital issue, which in some countries has been
at the centre of public discourse and a push for isolationism fuelled by populist sentiments that have made
migrants scapegoats for worsening economic realities. Target 10.7 seeks to facilitate orderly, safe, regular
and responsible migration and mobility of people, including through the implementation of planned and
well-managed migration policies. Target 10c addresses an issue related to international migration, namely
migrant remittances, a key source of income for many across the globe.

Barriers to sustainable development, particularly in the developing country context, have also been observed
with regards to accessing technologies that can foster sustainable and equitable development outcomes. In
order to overcome imbalances with regards to technology, whose rapid change has been a main driver of glo-
balization, the 2030 Agenda and the AAAA has put forward the Technology Facilitation Mechanism (TFM)
that is geared to support developing countries in closing the gaps in access to technology. The TFM promotes
the sharing of information, experiences, best practices and policy advice among Member States, the private
sector and other stakeholders.

F.  Tackling environmental challenges of globalization

In light of the need for global solutions for global challenges, the 2030 Agenda, together with the Paris Agree-
ment, provides an authoritative framework for addressing a range of challenges associated with economic
globalization in the environmental dimension. The Agenda directly addresses several environmental concerns,
most notably climate change (SDG 13), but also the conservation and sustainable use of water (SDG 14) and
terrestrial ecosystems and life on land (SDG15). Goal 12 of the 2030 Agenda focuses on the need to promote
sustainable consumption and production patterns, with direct implications on economic globalization and its
adverse environmental effects, such as climate change through promoting more sustainable behaviour. This
would entail greater resource and energy efficiency, reduced waste, better management of chemicals and other
waste materials and greater public awareness. As a result, the implementation of Goal 12 could help reduce
greenhouse gas emissions through more sustainable production and consumption patterns.

Moreover, while economic globalization both directly and indirectly presents several challenges to the en-
vironment, it also supplies potential solutions in many ways. Through increased competition, production of
scale and more efficient use of resources, globalization can, with the right incentives, regulations and policies,
provide part of the solution. In this regard, good governance, multi-stakeholder partnerships, inclusiveness
and transparency will be important — so that the environmental cost of economic behaviour is internalised.

However, ill-conceived implementation of the 2030 Agenda could also prove detrimental to the environ-
mental dimension, depending on the path and policies chosen. It is, therefore, crucial to adopt integrated
policy frameworks that incorporate the three dimensions of sustainable development in every policy decision.
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For instance, unless implemented in a sustainable, environmentally sound manner, SDG2 could potentially
contribute to deforestation and other land-use related emissions. Due to limited land resources, at the local
level, implementation of one Goal might negatively impact another. Deforestation can increase agricultural
capacity, food security and potentially economic growth, but will negatively impact the environment and
climate change (SDG 13), and potentially biodiversity and local ecosystems (SDG15). Similarly, while using
land to produce bioenergy can improve progress towards SDGY, it could negatively affect SDG2, as less land
is available for food production, in addition to SDG13 and SDGI5. In this case, policies that enhance the
productivity of agro-industries, using modern technologies and training and skills upgrading for smallholders
on cleaner production and material-resource management, can be crucial for sustainable development.'®®
Achieving SDG8 without significant environmental degradation would require decoupling economic growth
from emissions, and the nature of industrialisation and infrastructure development pursued under SDG9 will
be determinant to CO2 emissions. These SDGs could also have a detrimental impact on the sustainable use
of resources, waste creation, ecosystems and pollution.

As a resul, it is essential to avoid silo-approaches in the implementation of the various SDGs. Instead, inte-
grated solutions are needed, as called for in the 2030 Agenda. Policy integration is thus a necessary condi-
tion for the balanced and mutually reinforcing implementation of the SDGs and its targets. Environmental
concerns and Goals should thus be taken into account in the implementation of all Goals and Targets. In
this way, potential detrimental environmental effects can be avoided or mitigated, and synergies and comple-
mentarities can be found. Through implementation of Goal 8, for example, States committed to promote full
and productive employment, and create decent jobs. UNCTAD estimates that by greening the production
chain, green jobs will be created at the same time as greenhouse gas emissions are reduced.'® In this way, a
green economy could provide a solution that allows for both production and trade to expand, while reducing
negative environmental impacts.

Concluding remarks

Globalization has improved the lives of many, but at the same time, it has left others behind. In 2002, Kofi
Annan stated that either “we help the outsiders in a globalized world out of a sense of moral obligation and
enlightened self-interest, or we will find ourselves compelled to do so tomorrow, when their problems become

. . 107
our problems, in a world without walls.”

In the context of dynamic global challenges, it is of vital importance to recover and uphold the principles of
multilateralism. The 2030 Agenda for Sustainable Development provides a unifying coherent international
normative framework that promotes international cooperation to find solutions to global problems while
recognizing that each country must find its own policy mix in accordance to its particular national circum-
stances. Due to the interconnected nature of the factors of globalization, integrated policies need to be at the
heart of efforts to achieve more equitable and balanced outcomes. Policy integration is, therefore, integral to
reaching the end goal: unlocking the long-term benefits stemming from sustained, inclusive and sustainable
solutions and, in doing so, achieving the SDGs for all.

105 A/71/264.
106 UNCTAD (2015).
107 United Nations (2002).
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The 2030 Agenda aims at “transforming our world”. Transformation can be distressing because it implies
8 ) & p
changes in the status quo. And if adjustments are not managed properly, the process may produce important
& q ) ged properly, p Yy P p
biases. This is why globalization requires strong national policies to support those that will inevitably end up
losing from the complex dynamics at play. Openness to global markets has been more successful when accom-
panied by public policies aiming to mitigate the risks stemming from the dynamics of globalization, including
distributive policies, training and education. Sound public policy is thus a crucial element in this process.

Public policy needs to be the guarantor of the common interest. Therefore, it is important that citizens
feel represented in the public policy conducted by their governments. There is a need to bring citizens and
governments closer together. This is done through more inclusive and transparent processes and addressing
the concerns of people with sustainable policies. The key to maximizing benefits from globalization and
minimizing its shortcomings rests in finding a fitting, productive role for everyone while engaging all citizens
in the process. The 2030 Agenda envisages a framework where inclusive and innovative partnerships are key
policy enablers and are vital to generate adapted solutions. Shared responsibilities should seek shared actions
through inclusive and transparent processes, thus leading to the active engagement and due ownership of a
broad spectrum of groups of society. This way forward contributes to building synergies among stakeholders
and creating trust in governance mechanisms that promote transparency, inclusiveness and accountability,
empowering people and increasing ownership of institutional and normative frameworks and policy strate-
gies, thus constituting a vital means of implementation of the 2030 Agenda.

In this context, the 2030 Agenda provides a sustainable, universal and inclusive framework for international
policy coordination, allowing for due consideration of different national realities, capacities and levels of
development and respecting national policies and priorities. Throughout, in upholding its five pillars — People,
Planet, Prosperity, Peace and Partnership — the 2030 Agenda embraces the principles of an emboldened,
resilient social contract that is compatible with globalization: prosperity is both finite and disruptive if not
produced in an inclusive and sustainable manner.
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