Press Release

Report on the World Social Situation 2011
The Global Social Crisis

UN Report Assesses Social Consequences of Crisis, Callsfor Social
I nvestment to Spur Economic Growth

(NEW YORK, 22 June) A new UN report out today ma&esompelling case for
increased social investment in education, healtnragans to reduce vulnerability

This year’sReport on the World Social Stuation (RWSS 2011), titled The Global Social
Crisis, has a message for international finanaistitutions such as the IMF: change the
fundamental orientation and nature of policy priggioms imposed on countries as
conditions for assistance. Existing policies exbatrd the impact of the crisis on poverty
and hunger.

The crisis has hampered progress towards attainihg MDG'’s

Over the period 2008-2009, the world experiencevirst financial and
economic crisis since the Great Depression of §894. In 2009 global output
contracted by 2 per cent. Since then, the globah@my has bounced back, due
mainly to unprecedented coordinated actions byitgaeiconomies with fiscal
and monetary measures. But this recovery has hemren and still remains
fragile, with ongoing adverse social consequences.

Global unemployment rose sharply from 178 milli@rgons in 2007 to 205
million in 2009. The rapid rise in unemployment t@ggered an increase in
vulnerability, especially in developing countrieghwut comprehensive social
protection. Estimates suggest that between 47amiind 84 million more people
fell into, or remained trapped in, extreme povéxtgause of the global crisis.

The economic crisis was preceded by the food aeldoftice hikes in 2007 and
2008. According to the FAO, the number of peopleng in hunger in the world
rose to over a billion in 2009, the highest on rdcd hese multiple crises have set
back the progress many countries have made towatdsving the

internationally agreed development goals, includimgMillennium Development
Goals.

During times of financial and economic crisis hdwdds often adopt coping
strategies, such as making changes in househothditpre patterns; however,
these can negatively influence education, healthrarrition outcomes, which



may lead to lifelong deficits for the children affed and thus perpetuate the
intergenerational transmission of poverty.

* The impact on social progress in areas such asagéda@nd health will only
become fully evident over time. Given the fragilitfthe economic recovery and
the uneven progress in major economies, socialitons are only expected to
recover slowly. The increased levels of povertyhdar and unemployment will
continue to affect billions of people for yearsctume.

* Meanwhile, austerity measures in response to hoglermment debt in some
advanced economies are also making the recoverg ummertain and fragile.
Increased pressure for fiscal consolidation and messures in response to such
debt have severely limited fiscal and policy spacgeveloped economies, and
many developing countries, especially those unéiér programmes, are also
under pressure to cut public expenditure, underdals¢erity measures, reduce the
scope of government action and further liberalagg®lr markets.

What does this mean for policymakers?

» Countriesneed to be able to pursue countercyclical policiesin a consistent
manner. Such policy space should be enabled by changméuttdamental
orientation and nature of policy prescriptions tin&rnational organizations
impose on countries as conditions for assistance.

» The relative success of some Asian and Latin Amaar{8overnments in
mitigating the economic and social impacts of #eent crisis strongly
underscores the need for Governments to be conyst®untercyclical and the
wisdom of conserving fiscal resources during boamaals to support
expansionary measures in times of nééalversal social protection systems
and active employment generation programmes should become per manent
measur es, not merely temporary components of national criegponse measures.

* Itisessential that Governmentstakeinto account thelikely social
implications of their economic policies. It has been shown, time and agaimat
economic policies considered in isolation from tisgicial consequencean have
dire consequences for poverty, employment, nutrjtieealth ané&ducation,
which, in turn, adversely affect long-term susthieadevelopment.

» Social investments should be accorded priority in recovery strategies and
development policies. Increasing expenditures to expand social proteciad
improve accest® education and health services will help ensuseenmnclusive
developmentvith stronger domestic demand and a more soliddation for
future growth. Increasing expenditures to exparuas@rotection and improve
access to education and health services will hedpire more inclusive
development with stronger domestic demand and & swlid foundation for
future growth.



As challenging as it may be, the crisis offers an opportunity for achieving
social progress by making universal social protection areality, revisiting the
social aspects of globalization and achieving social progress by ensuring
mor e inclusive and sustained growth.



