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The presentation is in two parts. Firstly, some of the economics, then education and EI’s strategy.

PART I: THE ECONOMICS 
We start with a quick history of how we got into this crisis. I am going to simplify a great deal, and this is going to go fast.
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Back to 2000. An earlier crisis. The dot.com bubble burst. Stock markets plunged. The economy shivered, then recovered. So people thought any down-turn in modern times could be managed. It is from 2001 on that global financial speculation actually exploded! 
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Let’s look at how capitalism functions traditionally. 

We have enterprises. Their shares are traded on regulated stock markets.

Companies finance their development with bonds.

So do governments – federal, state or local – which raise money for infrastructures like roads and schools.

All this is financed with the help of the banking system, whose role is to circulate credit that oils the real economy.

Companies have share-holders and employees. The employees get salaries; with their employers they put money aside for their retirement in pension funds. This is workers’ capital.

Of course we also have property, private and commercial.

From these sources, taxes are levied – in various forms – and so society finances its public sector.

Now let’s look at what happened, especially since 2001.
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This is the era of globalization. It became the era of: casino capitalism.

Here are some of its components. We have “private equity”, whose investment in companies was not listed publicly on stock markets. We have “structured financial products” from the banking sector, which in many countries were kept “off balance sheets”. [By the way this practice was forbidden in Spain, and today, Spanish banks are glad it was.] Then we have the infamous “hedge funds”. Totally unregulated.

Those involved in all of these could make: huge bonuses
They generally used “offshore havens” in order to “minimize taxes” – often they minimized to zero.

Then there was property. Property values in most countries kept going up. So why not take a mortgage, without any down payment – even for more than the current value, because the value will keep rising, won’t it? Or re-mortgage your house for house extensions, or other needs. The people selling these mortgages also earned lots of commissions. 
Now PPPs come into the picture. Governments have less taxation revenues, so they turn to the private sector to help finance infrastructure. So private bonds – or private equity – are used instead of government bonds. Where do private equity firms get the money to finance these deals? A major source is pension funds – employees’ capital.
And the people who structure these deals get more bonuses. Huge bonuses!

So casino capitalism was based largely on using other people’s money, and on a myth of ever increasing asset values, which was often just virtual wealth.

About 3 years ago, a colleague, the AFL-CIO’s chief economist, Ron Blackwell, who chairs the TUAC Working Group on Economic Policy, pointed out that this could not last. And one of the main reasons it could not last, was that it was based on global imbalances.
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Let’s look at those for a moment. It’s very important to get some idea of what may lie ahead, and where globalization may be leading us. The world’s No 1 economy is the United States. In 8 years the US went from balanced public budgets, to record public deficits – mainly because of tax cuts and the Iraq war. This combined with an ongoing trade deficit.

The No 2 economy, Japan had “the lost decade”, a decade of stagflation.

In the No 3 economy – Europe, and more specifically, the Eurozone, growth was slow, unemployment remained high. Some of the other OECD countries did quite well, including Australia, selling commodities to: China.

China had dramatic growth, it became the world ‘s factory, with huge trade surpluses. Meanwhile oil and gas producers did quite well. Russia, for example, recovered its economy.

Now let’s look at the financial flows, these are shown by the arrows.

China invested heavily in US Treasury bonds and mortgage-backed securities – Fanny Mae and Freddy Mac. Oil and gas producers did the same, often using secretive Sovereign Wealth Funds. So did Japanese investors. Together, they financed the US deficit and helped to fuel the US housing bubble. 
At the same time, we have other emerging economies – India, also Malaysia and Indonesia, Brazil, Chile, South Africa. Part of their rapid growth was due to outsourcing in the global supply chain, especially in services.
Then what about the remaining developing countries in Africa, Asia/Pacific, Central and South America, and the Caribbean?

The developing countries get financial flows from: the United States, Europe, Japan, other OECD countries, emerging countries, especially China, and oil/gas producers.

These financial flows include

· Official development assistance 
· development assistance through NGOs
· Philanthropy from foundations
· Private investment

· Revenue from trade in commodities

All these flows are quickly drying up. Look what happens when we take away the arrows from the US, from Europe, from other OECD countries. Japan has lost 50% of exports so that arrow is shaky too. The emerging economies were thought as recently as last November to be insulated from the crisis. That is no longer so. Flows from them are slowing dramatically. Take that arrow away too.

So what are we left with? Flows mainly from China and the oil and gas producers with the SWFs. Exchange rates obviously affect all this too. The Chinese have publicly expressed the hope that China’s investment in the US would be safe. US Secretary of State, Hilary Clinton, went to China in her first trip abroad. Treasury Secretary Geithner was there recently.  
But it is clearer than ever that the global economy is not in equilibrium. It is in serious imbalance!
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Ron pointed out in a recent paper, “How did we get here?”, that these global imbalances coincided with two other fundamental underlying imbalances

· Between the financial sector and the real economy (that’s what the two earlier slides showed)

· Between the bargaining power and therefore the incomes of workers and employers

The relationship between productivity and wages was ruptured, opening up a chasm of income inequality. So people funded their consumption by debt, with the assumption that assets like houses would keep rising in value. Getting the economy back to solid foundations requires quite simply more income for employees, and quality education for all is part of that solution.
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Just quickly back to that time line:

· Sub-prime mortgages

· Structured financial products

· Nobody knew where the bad ones, the “toxic” products were anymore

· The circulation of credit just froze.

· And the party stopped
In December 2007, 15 months ago, the Central Banks thought they could manage the downturn, just as they did in 2000.

But by August 2008, there were signs of strain. The US Federal Reserve bailed out the big mortgage lenders Fannie Mae and Freddie Mac, which were created in response to earlier crises, notably the great depression. 

On 15 September 2008, the US government took the fatal decision to let a major investment bank Lehman Brothers collapse. The next day, the US injected $ 85 billion of public money into an even bigger global institution – AIG.
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Bailouts – Emergency measures. Huge amounts of money which governments hope to get back later.

Stimulus packages – monetary stimulus. First response to a downturn. They have been tried, they haven’t worked.

Fiscal stimulus – increase public spending and/or tax cuts
IMF stated in January:


· 2% of global GDP needed
· Coordinated stimulus needed

· Public sector spending needed
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Impact on the developing countries – two charts from UNESCO. The Nordic countries are strongly committed to aid for development. But when the Nordic countries had a banking crisis in the 1990s, look what happened to Official Development Assistance (ODA). Norway down 10%, Sweden 17%, Finland much more. The same happened with Japan – down 44% in 1997.
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The Global Campaign for Education has produced evidence that IMF policies are effectively blocking the recruitment of teachers in low-income countries. Until 2007 IMF imposed a ceiling on public sector wage bills as a condition for support in poverty reduction. That ceiling was dropped because of EI and NGO pressure, but the 2008 figures showed that many governments continued to apply the ceiling in order to meet IMF budgetary targets.
And that was before these countries have began to feel the impact of the global crisis!
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During the last 6 months we have endeavoured to collect information on the impact of this unprecedented crisis on education, and on our members – teachers and other education employees.

41 organizations from 40 countries responded to an EI on-line survey in February. We’ll update this next month.
The risk in the United States was immediate and great, because of the system of financing of public education based to a significant degree on property taxes. NEA and AFT advised us that 500-600,000 jobs were at risk. The Federal stimulus package mitigates this risk in the short-term, with allocations to the States to compensate for the revenue losses, as well as other federal funding for education. But the package is for this year and next year only and varies according to States. Recovery needs to be underway by 2010. [update – info from Mike Kahn]
Let’s look at Europe. The impact is dramatic in Central and Eastern Europe. Countries like Ukraine, Hungary and Latvia are hit badly and have turned to the IMF for support. Look at these drops in GDP: minus 10%, minus 5%, minus 12 %.

Concretely, this means schools are being closed, and teaching positions are being cut. In Latvia, the government has imposed a 20% wage out for all public employees, including teachers and 10% of teachers have been laid off. Despite the calls of IMF Head Dominique Strauss-Kahn for fiscal stimulus through public sector spending, the conditionalities of IMF support are the same as in the past – and that means further cuts in public sector spending. 
Western European public budgets have in general not yet felt the impact. An exception is Italy, where major cuts were in the pipeline before the crisis hit. All governments are revising their revenue estimates down. Expenditure pressures are rising, especially for social security, as unemployment increases. So unless there is early recovery, Western Europe will feel the impact by 2010, if not earlier.

Japan – currently in a similar situation to Western Europe. The budget for education is not being cut yet. But Japan’s national income is dropping dramatically. Exports this year are down 50% on last year. Tax revenues will drop. The government’s first stimulus package consisted mainly of cash payments to households. This was economically next to useless; most studies show stimulus through public sector spending has the biggest multiplier effect. Japan will have elections soon and the government is likely to change.

The emerging economies – China is severely affected by the dramatic drop in world trade. Global Union colleagues told us in January that at least 12,000 factories had closed. Millions of people have left the cities to return to rural areas. The government has brought out two stimulus packages designed to encourage domestic demand to replace the massive loss of exports. The first of these was bigger in terms of % of GDP than the US stimulus package.
The other emerging economies – Brazil, India, Chile, South Africa, are thought to be better able to resist the crisis. But the idea going around 6 months ago that the emerging economies could be de-linked from the crisis has been shown to be wrong, as the IMF has made clear. Everyone is affected.
Then the developing countries. As a leading financier George Sorros wrote in the Financial Times in March, the developing countries are going to be hit most of all. There had been progress towards achievement of the MDGs, including Education for All. Not enough, but progress nevertheless. Now all that is seriously jeopardized.

In a word, colleagues, one way or another, we are all in this together.

This is truly a global crisis. And it is unprecedented in any of our life-times. 
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How long will it last?
Until December 2008, experts were debating recovery at the end of 2009 or early 2010. Today, no-one is even suggesting that. 

The optimistic scenario is recovery in 2 to 3 years’ time. IMF is revising its estimates to 2011. Deutsch Bank is saying 2012. This is the optimistic scenario.

The pessimistic scenario is quite simply, we don’t know. There will be major structural changes in the global economy. These are unpredictable, but the analysis of global imbalances gives some indications. The geo-political consequences could be dramatic.

But there are others crises too. The food crisis affecting the poorest countries, there are over-arching issues like climate change and conflicts between cultures.

So the perspective is for major social and political upheaval – and the consequences are difficult to foresee.
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So here is the question: Will this be 

· a V-shaped recession? We now know the crisis is beyond that.
· a U-shaped recession, ie several years before recovery? This corresponds to the optimistic scenario

· or will it be an L-shape? In other words, major global re-alignment. That scenario can no longer be excluded, especially because of the global imbalances. Economists like Roubini in New York, who predicted the crisis, or Nobel Prize winners Stiglitz and Krugman all warn that talk of “green shoots” of recovery is grossly premature. 
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A look back to the Great Depression. It is striking that the experience of the 1930s has now become the reference.

A couple of quick points. This table shows very clearly the variation among countries at that time. There was a group of countries where industrial production declined by over 40% - the US, Canada, Germany, Poland and Czechoslovakia. Others like the UK and Argentina were hit, but much less, around 16-17 percent, while Japan and Brazil declined only 7-8 percent.

We have seen that there is also variation today. But today, the global economy is far more inter-linked. It is likely that all countries will be affected substantially. 
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Secondly, as recalled in an IMF staff paper, the Great Depression lasted in the US from 1929 to 1941/42 – a total of 12 years before US GDP returned to the long term path, as shown by the dotted line.
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And as Professor Joe Stiglitz said recently: “the situation is more complex today”
Are our global institutions in a position to deal effectively with the first major crisis of the era of globalization?
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In 1944 the IMF was created to stabilize financial markets and provide a lender of last resort to governments in difficulty. With the arrival of Dominique Strauss-Kahn, just as the crisis hit, the IMFs leadership’s statements changed dramatically, from neo-liberal to neo-Keynesian. But when IMF sets up rescue packages, as it has now for 13 countries since the crisis began, the old conditions are still there. And as we just saw, that mean cuts in the public sector.

The World Bank was also created in 1944, with a mandate to promote development and combat poverty. We have had our problems with the World Bank and its policies of structural adjustment. But today the key role of the Bank in promoting the MDGs is under threat.

Less well-known is the Bank for International Settlement, bringing together the Central Banks. Until recently it housed the Secretariat for a network called the Financial Stability Forum, which includes the International Bankers Association. The London G20 Summit changed that to the Financial Stability Board. Our union colleagues representing bank employees have been trying to get their voices heard there, without much success. 
Then we have the OECD, the successor to the Marshall Plan, under which the US and Canada helped to rebuild Europe after the Second World War. Today the OECD brings together 30 free-market democracies. Five other countries, including Russia and Israel have been invited to join, and five others, Brazil, India, China, South Africa and Indonesia (all in the G20) are negotiating what is called “enhanced engagement” agreements.

Today the OECD is the leading think-tank of the Ministries of industrialized countries, with a strong impact on every area of national policy, including economics and education, as well as taxation. The Secretary General likes to call it the “Hub” of global Dialogue. Some wags, notably from Ireland, call it the “Pub” of Global Dialogue.

WTO is for Trade.

ILO deals with employment and labour rights. ILO is unique, the only tripartite institution, bringing together governments, employers and unions. Last week in Geneva, the ILO held a mini-summit on the impact on employment. Governments, Employers and Labor Unions jointly adopted a Jobs Pact for recovery.

UNESCO is the lead agency for Education for All. With UNESCO we have common cause.

EI has access to all of these agencies. There is strong access to the ILO and the OECD through Global Unions, and directly to UNESCO, the World Bank and the UN. Just last week, we agreed with Public Services International that the time has come to mount a joint campaign aimed at the IMF.

It is important to note the close linkages between many of these agencies – especially among their economists. These linkages lead often to common thinking, and we see very similar policy proposals coming out at about the same time.
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Then there are the “G”s: the G7, G8, G14 and G20. None of these have permanent secretariats but they attract a lot of attention, especially the G8 and now the G20. The G20 brings in the emerging economies and the EU. Much of the world’s population, 80% of world GDP, 90% of world trade. But it began as Finance Ministers and Central Bank Presidents. 
G20
When the crisis hit, the first Leaders’ Summit was held in Washington. Tasks were set, initially on regulatory reform. A new Summit was held in London in April. There were major differences before the Summit, with competing agendas, essentially the US and Japan pressing for global stimulus, Europeans pressing for more regulation, and the BRIC countries asserting their new economic muscle. The big outcomes were agreements on tax havens (after President Obama mediated that between the President of France and China), a new Financial Stability Board (the FSB) of Finance Ministers and Central Banks from 25 countries, and a strengthened IMF, with new resources to support countries in difficulty. Education was not in the initial drafts, but we did succeed in getting good statement on investment in education in the final Leaders’ statement.
The G20, and this is important, also agreed that the ILO should monitor each country’s performance on employment, just as the IMF does on macro-economic policy. 
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But the G20 is not the world. The only institution that brings together all countries is the United Nations. The UN is holding a summit, too, in two weeks time, on the Economic Crisis and its Impact on Developing Countries. A major report has been prepared for the UN by Professor Joe Stiglitz, former Chief Economist of the World Bank and Nobel Prize Winner. While the report is excellent, the conference itself is not shaping up well. Education is not getting a profile, although Education for All is a key Millennium Development Goal.

The crunch in terms of concerted international action by governments will come in September, when the G20 leaders meet again at the initiative of President Obama in Pittsburgh. This time these leaders have to get it right. We need a new global impetus, with stimulus like the US, Chinese, and Australian packages, but a stronger regulatory framework as proposed by the Europeans. And we need education to be at the centre of a new global strategy. From Pittsburgh, the leaders will go to New York for the opening of the UN General Assembly. 
Our access to all these summits is through Global Unions and the Conference of NGOs.
The next months are going to be critical in terms of fashioning a truly global response to a global crisis.

PART II: EDUCATION AND EI’S STRATEGY
Slide 21
Education International has an Action Plan, adopted by the EI Executive Board in March. That followed discussions with many affiliates, including meetings of the Officers with NEA and AFT in Washington in February.
One of the key features of this Action Plan is a single, unbroken thread linking our global advocacy with your national advocacy and your local action. These next slides will illustrate that point. At each level – global, national, state, local – we are committed to dfending resources for education. But we know that pressures on public budgets will increase at all levels as revenues fall. In the US those pressures came early because of the big drops in local tax revenues. In Central and Eastern Europe the impact of the crisis on national budgets has been dramatic, as we have just seen.

Historically, however, the impact of economic recessions on public sector budgets has tended to lag. Even when recovery begins in the private sector, revenues for the public sector tend to decline for some time. The worst is yet to come!

So like NEA, EI is recommending to affiliates to move from a defensive strategy to a pro-active offensive strategy. The message we must get out is that investment in people through education and training will provide fiscal stimulus in the short-term, while building for sustainable economic recovery in the medium to long-term. 
The resources needed for our education systems are both 


CAPITAL – infrastructure: buildings and facilities


and


RECURRENT – for staffing: 
for qualified teachers, for quality education, and for support staff – who also have a key role in providing safe effective learning environments in schools, colleges and universities.
Each sector, each level of education, contributes to investment in people. There are key messages to get out for each of them. These are just telegraphically some of the key message that can be developed.
Creating opportunities for Vocational Education and Training was already important before the crisis. That becomes crucial now as companies go into insolvency or restructuring. Our Global Union partners put it this way: In a downturn, it’s time to upskill”.

K-12 is of course investment in the next generation – in the future of each society.

Early Childhood Education (ECE) also has an important role to play. The situation varies greatly among countries, but EI will be working hard to promote ECE in terms of head start and equity for all families, including single parent families.

Higher Education and Research has been hit hard in many countries, especially wherever public private partnerships (PPPs) have been introduced. Governments throughout the OECD had been pressing strongly for more private input. Now they have to confront the need for increased public funding in order to maintain excellence and capacity for innovation.

As we develop our key messages, it is important to emphasize the role of support staff in all our schools, colleges and universities. As the impact of the crisis bites, support staff are the ones likely to go first. We have to insist on their vital role in providing safe, effective learning environments. 
We also have a powerful economic argument, that applies for all staffing – both teachers and support staff. By the very nature of education, we have schools, and hopefully kindergartens too, in every community, we have vocational colleges in every medium sized town, we have universities in every city. Education is not concentrated in particular localities. Education is everywhere. So the positive impact of maintaining employment, of hiring, and not firing, is felt everywhere.
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Recently I went back to read Franklin Roosevelt’s inaugural speech in March of 1933. It’s interesting to note that Roosevelt devoted much of that remarkable speech not to economics but to values. In today’s world, after three decades of “value-added”, and “comparative value”, terms from the world of economies and finance that have entered everyday discourse, the time has come to reassert “value” with an “s” – the values that underpin democracies as well as our prosperity. Those values are essentially the values of public education.
Education International, like NEA, has a vision. That vision encompasses principles of equity and equality of opportunity, non-discrimination and social justice. They are the antithesis of ideologies built upon authoritarism on the one hand, or on greed and unrestrained pursuit of self interest on the other. They include concepts of solidarity and collective responsibility as well as individual liberty. Their foundation is respect for fundamental human rights. These values taken together form the basis for EI’s defence of public education –quality public education for all. 
They provide the common ground upon which can be constructed a discourse with governments, with international agencies – here we see the vision of UNESCO (slides 22 and 24), and ultimately with public opinion via the media. They provide the basis for mobilization beyond the ranks of educators, to include other key actors, including parents and fellow trade unionists, and activists in civil society organizations. They also form a basis for dialogue within the economic actors of society, particularly the organizations of business and industry. In that dialogue, the re-assertion of these values enables education unions to set the agenda.

Slides 25, 26 and 27 (new from Mike Kahn)
Right now, the message that education is part of the solution for the economy is a powerful and necessary one. Here is an example of that message sent to us by NEA Research

· Good economy
· Investing in education creates jobs
· Investing in public education is a smart economic development strategy
We will be working with NEA and with other global unions on the concept of TEF
· Tax structure, including tax minimization by global corporations

· Economic Development Policies

· Funding for public education
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We have experience with mobilization. Every year since 1994 we have had World Teachers Day, on 5 October, marking the day in 1966 when William Carr of the NEA got the ILO and UNESCO to accept the Joint Recommendation on the Status of Teachers. On 5 October over 2 million members in some 100 countries get the message out about the role of teachers. Now we have to step up that level of worldwide mobilization, not just on one day, but on every day.
The essential elements of EI’s Action Plan are:
· A clear vision for education and society 
· Powerful arguments for investment in people 

· Capacity to mobilize 

· Globally
· Nationally
· Locally 

· A strategy of proposition 
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We are not alone. EI works closely with two global coalitions. The Global Campaign for Education with Oxfam, Action Aid, and over 1000 NGOs world wide. For Global Action Week in April this year, over 13 million people around the world joined “The Big Read”.

Global Unions. We join with the International Trade Union Confederations (ITUC), the Trade Union Advisory Committee at the OECD (TUAC) and nine other Global Union Federations. Our combined membership exceeds 200 million in some 170 countries. 

Through Global Unions we link with the business community, and particularly with the influential World Economic Forum.

We are working with Global Unions and our colleagues from Public Service International on a major conference next year on “A Global Agenda for Quality Public Services”. We’ll also be working with Global Unions on the major question of fair and reasonable corporate taxation – especially global companies – for quality public services. 
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Let me conclude with the new campaign tool developed by EI staff since the March Board meeting. Here it is www.ei-ie.org/handsup/ with our Blog Funding Education: Crisis Watch.
HANDS UP FOR EDUCATION
Slide 32
CONCLUSION
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