Factsheet: The Issues in the Crisis

Education unions are confronted with many political decisions that affect the work of their members. In the context of financial and economic crises, governmental intervention characteristically has the nature of response to a situation of ‘force majeure’, as policy-makers and economists desperately reach out for solutions. However, the normal policy-cycle in democratic governments consists of several predictable processes that can expose certain issues to debate. As both government and society benefit from certain institutions or behavioural patterns, there is always a space for manoeuvre in which unions can work to exert their influence. 

What are the Important Policy Challenges that Governments Face?
· Balancing Public Budgets

Immediately after the crisis hit, government responses were limited to rapid interventions in monetary and fiscal policy. Central Banks played a key role in reducing and stabilising interest rates, as well as trying to influence currency-exchange prices, where possible. Governments created liquidity injections to maintain bank-lending and fiscal stimulus packages to boost consumption (cf. IDB, 2009a). However, in the medium and long-term, government policy will have to be developed to correct systematic errors in management of the capitalist system, and to provide a strategy for long-term economic growth. IMF reports that in G20 countries, public deficits are projected to increase by an average of six percent (IMF, 2009). Thus, next years’ budgets will not be balanced. We can expect that all governments will argue for constraint, or even a lowering, of their public expenditure. In this context, teachers’ salaries will be a primary cause for concern, as these typically constitute on average seventy percent of primary education budgets (Pôle de Dakar, 2009).

· Maintaining  Pensions


A related problem lies in projections for pensions, as both public and private pension funds have reported huge losses (IMF, 2009). The OECD argues that the financial and economic crises jointly have a disastrous impact on pension schemes. The pension schemes in OECD countries have already lost 23 percent of their value in 2008 due to the financial crisis. The economic crisis will further cause lower income for pension funds in the future due to slower growth, or even decline, in wages (OECD, 2009a). 

· Making Education Part of the Recovery and Growth Strategy

A consensus should be established that investment in education is not only good for economic recovery, but also for economic growth in the long term. This will mean defending education investments in the context of increases in other governmental costs (e.g. for social security), and, or directing fiscal stimulus resources to the education sector. Even though much research points to positive returns from investments in education (cf. Psacharopoulos et al, 2002), these predicted returns are mostly visible after a long period of time. In the short term, the education sector should be protected from harmful policies, by, among other things, ensuring core public expenditure in education (IDB, 2009b) to avoid damaging consequences such as unemployment and salary cuts.

· Enrolment in Education

Another policy challenge is enrolment in education, especially in developing countries. The International Labour Organisation (ILO) reports that between 24 and 51 million jobs have been lost worldwide over the period from 2007 to 2009, corresponding to a global unemployment rate between of 6.3 and 7.1 percent. This can lead to a situation where the ‘hidden’ costs of education (e.g. school fees, the opportunity cost of having children not generate ‘income’) cannot be sustained by families anymore, or where the child will be forced to work. Hence, maintaining unemployment benefits and activist labour market policies are of central important here as well. In higher education, there are already clear signs of problems with affordability, in terms of tuition fees imposed and the living costs incurred by students (NCPPHE 2008), which are likely to worsen due to the crisis and concomitant reduced investments in higher education. 

· The Right to Education

In the course of tackling economic issues, education unions should continuously reaffirm the fundamental responsibility of their governments to ensure the right to education of all children. A generation of young people cannot be sacrificed because of the crisis. The right to education is the basic issue underlying the objective of Education for All in developing and emerging economies, as it is for disadvantaged groups, including indigenous peoples and immigrant communities in industrialised countries (cf. OECD, 2008).

What Issues are Likely to be Underrated by Governments?

The European Trade Union Institute (ETUI) has shown that social issues are more adequately addressed when unions are involved in drawing up responses to the financial crisis (Watt, 2009). Governments are typically more concerned about quick economic recovery than about the social dimension of the crisis. Governments are also often subject to (hidden) agreements about social costs, either in their coalitions or in their dealings with international (typically financial) institutions, from which it is hard to divert. In multi-party governments, coalitions generally have both informal and formal agreements which are hard to re-negotiate. International financial institutions such as the International Monetary Fund (IMF) have undisclosed agreements with governments, imposing conditions on public policy (e.g. a condition on a maximum ceiling for fiscal deficit or public wages). Indeed, IMF-loan conditionalities often force governments to drive down public-sector wages to maintain balanced budgets (GCE, 2009). Trade unions have an important role to play in preventing this. They know the likely impact of social and economic policies better than anyone else, and can claim a place at the bargaining table due to their particular analysis of the situation of both workers and unemployed persons, thus being competent and credible negotiators on the basis of their constituency.

What are the Most Important Moments to which to React during the Crisis?

For a joint lobby effort, it is imperative to know when and where decisions are taken. The politically ripe moments are typically those leading up to events of public announcement such as those described below. Once the key moments are identified, it is important for lobbyists to approach and impact upon key decision makers in the two to three months leading up to time of the public announcement. The most important imminent occurrence will be the publication of public budgets in most countries around September or October this year. Leading up to these dates, negotiations with authorities and politicians can prove effective for improving or retaining salary levels and pensions.

Key events also include moments in which authoritative institutions present an economic forecast or analysis, which are generally widely publicised. The IMF publishes a World Economic Outlook twice every year, the latest issue having come out in May 2009. Similarly, the OECD publishes its OECD Economic Outlook (cf. OECD, 2009b) twice annually, with the latest one having been published in June 2009. The OECD also complements such analysis with monthly ‘composites of leading indicators’. It is very timely for unions to publish research or suggest plans for recovery at the same time as the publication of such analyses and forecasts, as the media will be on the lookout for reactions to such texts.  

The next meeting of the G20 will take place on 24-25 September 2009 in Pittsburgh, Pennsylvania (US) paving the way for the United Nations General Assembly in New York in the subsequent week. It will be important to campaign towards governments and international institutions in preparation for this event, where major decisions will be taken that will affect the global economy.
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