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The International Labour Conference is honoured
today to receive the visit of Professor Klaus
Schwab, Founder and Executive Chairman of the
World Economic Forum.

I now give the floor to the Secretary-General of
the Conference, Mr Somavia, to welcome and in-
troduce our distinguished guest.

The SECRETARY-GENERAL OF THE CONFERENCE

It is a great pleasure for me to welcome Professor
Klaus Schwab, the Founder and Executive Chair-
man of the World Economic Forum, as a specially
invited speaker to the International Labour Confer-
ence.

Klaus Schwab is a global leader, with a rare com-
bination of capacities; he is an innovator, a man of
action and a thinker; but, above all, Klaus Schwab
is a visionary of the highest calibre. Already as a
young Professor at the University of Geneva, he
developed the “stakeholder theory” of business, the
principle that companies must serve not only share-
holders but all the stakeholders, including employ-
ees, customers, suppliers, the community and the
nation in which they operate, a notion that was not
prevalent in business teaching at the time. But soon
he moved from theory to practice by promoting dia-
logue amongst stakeholders.

Exactly 40 years ago, he convened 400 business
leaders in the small city in the Swiss Alps, Davos,
and the name has become world famous. It is now,
of course, a legendary institution that engages busi-
ness, political, academic, trade union and other
leaders to shape integrated, global, regional and
business policy agendas. Forbes Magazine has re-
cently described Klaus Schwab as the most power-
ful connector in the world. He has summed up the
Forum, whose motto is committed to improving the
state of the world, as entrepreneurship in the global
public interest. Klaus Schwab has expressed his
underlying vision for the Forum stating that eco-
nomic progress, without social development, is not
sustainable, while social development, without eco-
nomic progress, is not possible — a vision that reso-
nates well within these walls.

This year’s meeting at Davos had important dis-
cussions on the future of capitalism and Klaus
Schwab recently summarized the outcome by say-

ing, and I quote him: “Capitalism is now called
upon to make the necessary adjustments for it to
remain a key pillar of our free market economic
system, but also for it to adapt to today’s circum-
stances and to be the servant rather than the master
of a social responsible market economy.”

ILO constituents are regularly involved in the Fo-
rum’s activities, both in its annual meeting in Davos
and in its regional activities. This year there is a
delegation of trade union leaders often led by the
General Secretary of ITUC. Many CEO members of
national employers’ organizations linked to the IOE
are present, as well as heads of state and ministers
relevant to the ILO’s agenda.

Klaus Schwab has regularly invited me and mem-
bers of the ILO staff to participate in the activities,
and ILO issues have figured prominently on the
Davos agenda.

Among others, | presented the Decent Work
Agenda, the Report of the World Commission on
the Social Dimension of Globalization, the Global
Jobs Pact, and last year, Michelle Bachelet intro-
duced her report on the social protection floor.

The ILO has benefited from, and in some cases
contributed to, some of the World Economic Fo-
rum’s important analytical work, such as its annual
Global Risks Report or Global Competitiveness Re-
port. The most recent Global Risks Report, for ex-
ample, identified severe and growing inequalities
and chronic labour market imbalances as central
risk factors for the future. The ILO has collaborated
closely with several of the Forum’s Global Agenda
Councils on such issues as the overall employment
challenge, youth unemployment, social protection,
skills unemployability, migration and statistical
benchmarking.

In recent years, Professor Schwab has further ex-
panded the Forum to include the forum of young
leaders for outstanding young leaders under 40. And
with his wife, Hilde, who | want to specially men-
tion today, he has started the very creative founda-
tion for social entrepreneurship.

Dear friends, let me also highlight the human be-
ing | have come to know and respect. He has his
global connector, but he also looks beyond high-
flying titles and connects with the person behind the
title. So, dear Klaus Schwab, it is truly a great
pleasure for me to welcome you to the 101st Ses-
sion of the ILC.

Professor SCHWAB (World Economic Forum)

It is a great pleasure and honour to be here be-
cause, of all the international organizations | know,
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the ILO comes closest to what we call the stake-
holder concept, to which the World Economic Fo-
rum is so committed.

Let me briefly reflect on the World Economic Fo-
rum’s mission statement — “committed to improving
the state of the world” — and share with you some of
my thoughts regarding the state of our world today,
the challenges we face, and how they may best be
addressed and even turned into opportunities.

The world has made extraordinary economic ﬁro-
gress in the last 20 years and | want to present here
an optimistic view, despite all the uncertainty, the
morosity, the anxiety which we face now, related to
our economic and social outlook. Over the past
generation, the world has reduced by half the hum-
ber of people living on less than US$1.25 a day.
Roughly 500 million more people have joined the
global middle class. Extraordinary progress in tech-
nology and communications has enabled societies to
become more connected, in ways that were incon-
ceivable in 1990, just 20 years ago. One third of the
world’s population is now online, with nearly half
of users under 25 years old. Nine hundred million
people, or one in eight of the global population, are
now on Facebook and | remember, when | first vis-
ited Facebook eight years ago, it had just 20 em-
ployees. Today, there are close to 6 billion cell
phone subscribers compared to only 12.4 million
twenty years ago. This interconnectivity, this hyper-
interconnectivity, offers great potential for new and
innovative solutions in education, health care and
agriculture. 1 would argue that those three areas,
health care, education and agriculture will be sub-
stantially  revolutionized in the forthcoming
20 years.

The fastest economic growth in the last two dec-
ades has been in the developing, now emerging,
world. Despite the global ramifications of the finan-
cial and economic crisis since 2007, the combined
output of the emerging world accounts for about
40 per cent of global gross domestic product (GDP)
today — twice the amount compared, again, to
20 years ago. If GDP is instead measured at pur-
chasing power parity, it is estimated that emerging
economies overtook the developed world already in
2008 and are likely to reach 54 per cent of world
GDP this year. Emerging economies now account
for over half of the global consumption of most
commodities, world exports and inflows of foreign
direct investment. Almost a quarter of the global
Fortune 500 companies are from emerging markets;
in 1995, this was only 4 per cent. Much of this is a
testament to the impact of globalization, innovation
from the private sector and pressure from civil soci-
ety.

Clearly, we must achieve much more as the com-
plexity, scale and scope of the many development
challenges we face have also grown. More than a
decade into the new century, many of the social and
environmental dimensions of the Millennium De-
velopment Goals remain unmet. These include the
persistence of hunger and poor nutrition, particu-
larly among children, poor performance in the net
enrolment of children in primary education, poor
performance in gender equality, as outlined in the
World Economic Forum’s Global Gender Gap Re-
port, and empowerment for women and girls, slug-
gish progress in reducing child mortality and im-
proving maternal health, poor performance in im-
proved sanitation coverage and non-achievement of
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universal access to HIV/AIDS drugs, despite some
success in tackling this epidemic.

Given persistent economic challenges, particu-
larly in Europe, traditional aid flows are likely to
experience further pressure, exacerbating the chal-
lenge to improve delivery on the social dimension
of sustainable development. To achieve progress,
we have to innovate and build social development
models that go beyond public finance in order to
have much wider impact and scale. This can only be
done by leveraging private initiatives through pub-
lic—private partnership and/or through social entre-
preneurship. Economically, the issue of jobs and
income inequality is an increasingly pressing chal-
lenge, particularly for middle-income countries. We
face the challenge of creating 600 million jobs over
the next decade. Today, 200 million people world-
wide are unemployed, including 75 million young
people. Some 40 million people are estimated to
enter the labour force every year into economies
that cannot accommodate them. Furthermore, about
910 million workers earn wages of less than US$2 a
day and 75 per cent of the global population, as you
know, has no social protection. This cannot be tol-
erated any longer.

Labour markets are characterized by persistent
fear about losing jobs, combined with uncertainty
about how to create better quality and opportunities,
or decent job opportunities. The World Economic
Forum, in its Global Risks Report 2012, identified
income disparity as the top global risk in terms of
likelihood. Never before has the world generated so
much wealth, while inequality between the richest
and the poorest, and inside and between States, con-
tinues to increase. We must find innovative ways to
address the employment, inequality and growth is-
sues, at scale, and quickly, if we are to foster so-
cially-sustainable development in the coming years.

Environmentally, | argue that a complete
rethink of resource management is needed to keep
pace with soaring demands across all major re-
sources such as energy, basic materials, food and
water, as up to 3 million people could join the mid-
dle class over the next 20 years. Global agricultural
production will need to increase 70 to 90 per cent
by 2030, energy demand is forecast to rise 40 per
cent by this time, and a 40 per cent gap between
global supply and demand of water is forecast. The
interconnected nature of this resource challenge also
forces us to consider optimizing future resource use
within the water, energy and food nexus, rather than
through the silo-based approaches that have been
used until now.

To complicate matters further, climate
change will accelerate and exacerbate some of these
challenges. Global greenhouse gas emissions have
now reached record annual highs and the Interna-
tional Energy Agency suggests that we are on track
for a 3.5 degree Celsius rise in average land tem-
perature by mid-century. The resource and envi-
ronmental challenge can only be solved if industry,
a primary driver in resource use, and environmental
impact is part of the solution. This means that the
best approach for the international community is to
establish clear objectives for CO, emissions, for
example, but also for industry to become a pioneer
in building a green economy.

In conclusion, great progress has been achieved
over the last 20 years, but now we face even greater
challenges and we face those greater challenges in
the framework of what | call, the four hyper-



realities that are characterizing our world at this
moment. The four are hyper-connectivity: the world
is interconnected as never before; hyper-
complexity: the world has become so complex that,
as | have argued in the past, there is a risk that poli-
ticians, leaders and decision-makers will suffer a
kind of burn-out because they are no longer capable
of dealing with the complexity of the situation; in
addition, we have hyper-velocity: we have to digest
as much change in a decade as we used to in a cen-
tury; and finally, we have hyper-transparency:
which means that everything we are doing is ex-
posed and possibly criticized at any moment, what-
ever the situation.

Today we live in a multipolar, hyper-connected
and increasingly urbanized world. We face growing
income inequalities, job insecurities, social devel-
opment challenges and unprecedented demand
shocks to our natural resource space. We face ur-
gent and interconnected sustainable development
challenges which require rapid and scaled re-
sponses. Yet our multilateral approach to these chal-
lenges remains unchanged compared to 20, 40, or
even 70 years ago, when the Bretton Woods ar-
rangements were established. We rely still on a na-
tion-state based negotiation process to resolve our
global public good challenges, such as trade, cli-
mate change, nuclear proliferation and sustainable
development. Just think of the Rio +20 negotiation
process. Assessing recent performance of multilat-
eral negotiations against goals on each of the chal-
lenges suggests that our approach requires, at the
very least, a patch upgrade.

The good news is that a patch is available. Multi-
stakeholder responses, multi-dimensional ap-
proaches, such as public—private partnerships, prob-
lem-solving networks, social entrepreneurship, all
bring new delivery tools to the table. Specifically,
they support existing multilateral and national proc-
esses and make practical progress on core sustain-
able development issues such as food security and
sustainable agriculture, sustainable energy for all,
security, water security and decent jobs. The World
Economic Forum currently has over 50 projects and
initiatives in those different areas, usually in the
form of public—private partnerships. | was very
pleased to hear that quite a substantial part of your
deliberations was devoted to the question of youth
unemployment, where the Forum is heavily en-
gaged at this particular instant.

As | outlined, the world has made great progress.
The walls between public and private sectors are
disintegrating. It is evident that the challenges we
face cannot be met by financial fire hoses alone.
The input of technology and innovative, entrepre-
neurial solutions are needed. This requires new
thinking about the role of enterprise in society, em-

bedding the notion of corporate global citizenship
into the genes of every entrepreneurial endeavour.
We are all — government, business, civil society,
academia — in the end, trustees of our global com-
munity. | am proud that the World Economic Forum
has been the pioneer in many instances of such in-
novative concepts as multi-stakeholder responsibil-
ity, public—private partnerships, social entrepreneur-
ship and corporate global citizenship. In short, we
need a paradigm shift which reflects the motto of
the World Economic Forum since its beginning,
“entrepreneurship in the global public interest”,
which means it is always entrepreneurship which is
the driver of economic progress, but this economic
progress always has to be at the service of society,
and today, of global society. Private business has to
work hand-in-hand, as it is doing in the framework
of the ILO, with governments and civil society, to
create the synergies needed to improve the state of
the world.

Let me end by saying that capital, as the most de-
cisive, com||oetitive production factor, is fast re-
placed by talent. We are in some way moving from
capitalism to talentism. We are also moving from
the age of mass production to the age of, what |
would call, networked innovation. Human imagina-
tion and social collaboration networking will be the
key drivers for a better world in the future.

Original Spanish: The PRESIDENT

Thank you, Professor. The International Labour
Conference has listened very attentively to your
speech. It has broadened our perspective of the cur-
rent situation.

More than a monitoring centre, the World Eco-
nomic Forum, under your leadership, has become a
key event for those wishing to keep abreast of de-
velopments in the global economy. It is a remarka-
bly effective forum at a time when consideration is
being given to a decision-making process from a
much more long-term perspective.

We take the existence of the World Economic Fo-
rum for granted today, but who would have imag-
ined it not so many years ago? Who would have
thought it possible to bring together world leaders
and individuals from such different backgrounds,
often diametrically opposed, to express their differ-
ent views in a forum that serves as a catalyst for
social and political progress.

For all these reasons, Professor Schwab, on behalf
of my fellow Officers of the Conference, on behalf
of all of the delegates and on my own behalf, 1
would like to congratulate you on your original and
bold work, and to thank you for visiting us today to
share your knowledge.

(The Conference adjourned at 4.05 p.m.)
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