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Towards Universal Social
Security: Priorities
for the G20

Debosmita Sarkar
and Soumya Bhowmick

Abstract

At least 4 billion people around the world are yet to be covered by any
form of social security, and therefore vulnerable to economic, social, and
environmental shocks. This paper examines the state of social security in
the Group of Twenty (G20) economies—home to 63 percent of the global
population. It finds gaps in social security financing in these countries:
between universal coverage and actual coverage, and between countries of
the Global North, and those of the Global South. To bridge these disparities,
it is critical to ensure the financial sustainability of social security through
alternative mechanisms. India, as current president of the G20, can guide
the grouping in creating sustainable financing for social security, utilising
lessons it has learnt from its own social protection schemes.

Attribution: Debosmita Sarkar and Soumya Bhowmick, “Towards Universal Social Security: Priorities
for the G20,” ORF Occasional Paper No. 386, January 2023, Observer Research Foundation.
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he International Labour Organization (ILO) defines

‘social security’ broadly as “protection that a society

provides to individuals and households to ensure

access to health care and to guarantee income security,

particularly in cases of old age, unemployment, sickness,
invalidity, work injury, maternity or loss of a breadwinner.”! The term
‘social security’ therefore covers a variety of benefits, ranging from
insurance and pensions to disability and unemployment benefits.
These instruments aim to provide a basic level of income and access to
health facilities for all, and to develop safety nets in situations of crisis.
In 2016, the World Bank and the International Labour Organization
jointly adopted the Universal Social Protection (USP) 2030 Call to
Action that commits countries, international partners and institutions
to ramp up efforts towards meeting the global commitment on “social
protection for all” declared in the Sustainable Development Goals
(SDG) 2030 Agenda.?

While social protection has historically been identified as a
responsibility of the State, countries have made concerted efforts
to diversify their systems to accommodate various forms of social
security financing. These mechanisms seek to leverage different forms
of capital assets—human, physical, social, and natural*—that they
have at their disposal. The “sustainomics” framework recognises the
critical role of social security in the achievement of the sustainable
development goals.> This meta-framework enables the sustainability
aspect of development through a transdisciplinary integrative
approach, balancing the economic, societal and environmental aspects
of development (see Figure 1). Social security features in all the three
pillars of sustainomics. While social security accelerates inclusive growth
for economic progress, on one hand, it also hinges on the societal tenets
of empowerment and peace and strong institutions, thus leading to
human capital development. Again, the role of ecosystem services in
providing livelihood opportunities to the vulnerable socioeconomic
classes is undeniably a crucial component of social security; this will be
discussed in the latter sections of this paper.

a  Human Capital - to improve the conditions of the labour market, quality of life; Physical
Capital - through renewed focus on markets, growth and innovation; Social Capital -
enabling fair, equitable and strong societies; Natural Capital - protection, conservation
and optimal use of environmental resources.
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Figure 1:
Key Elements of ‘Sustainomics’
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A diverse set of instruments are used to operationalise comprehensive
social protection frameworks across the world. These need to be
designed in consideration of the needs and vulnerability of various
sections of society and in relation to their contextual realities. Economic
and social vulnerability can vary across variables such as gender,
social groupings, socio-economic status, age, extent of labour force
participation, and nature of employment. While assuming different
approaches, social protection everywhere aims to primarily advance
the first Sustainable Development Goal (SDG) of ‘No Poverty’ (see
Appendix 1). Target 1.3 of SDG 1 focuses on the provision of nationally
appropriate social protection floors with coverage to all persons.
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Adequate provision of social security has been shown to contribute
significantly to poverty alleviation as well as economic growth, along
with advancements of other related SDGs.

At present, however, only 47 percent of the world’s population are
covered by some form of social security programmes.’ The remaining
53 percent are left without any safety net in case of crises, whether
at an individual, local, or global scale. The COVID-19 pandemic, for
instance, was one such crisis that underlined the need for adequate
provision of social security. In the aftermath of the COVID-19
pandemic and its economic fallout, significant populations were left
without their regular sources of income nor any alternative, and they
did not have social protection floors to cushion the shocks.

Across countries, the pandemic has had the worst impacts on those
with the lowest income levels, and the least social security. The bottom
40 percent of the global population lost 6.7 percent of their average
incomes, as compared to only 2.8 percent for the top 40 percent.® This
loss in income additionally emphasises the repercussions of such an
event for those without adequate social protection. Indeed, the social
protection gap between the developing economies and the advanced
nations has also expanded because of the COVID-19 pandemic.’

This is true for the Group of Twenty (G20) that brings together
some of the largest advanced and emerging economies around the
world.® While noticeable improvement in social protection coverage
was necessary to sustain the demand-supply dynamics of product
and factor markets across the G20 economies through the pandemic,
this also led to increasing gaps in social security financing. For the
emerging G20 economies, pre-existing challenges to universal social
protection—namely, economic informality, narrow tax base, illicit
financial flows, profit shifting and fiscal space considerations—were
exacerbated by the pandemic.
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The present study, while underscoring the need for adequate
provision of social protection, focuses on their effective coverage across
the G20 economies. After all, the G20 is home to 63 percent of the
global population, and therefore, can collectively provide universal
social protection for the majority.

The following sections investigate the existing divergences and gaps in
social security financing among the advanced and emerging economies
of the G20 and suggests approaches to ensure financial sustainability
of social protection systems around the world. Through its presidency
of the G20 over the next year, India can play a pivotal role in guiding
the agenda of the G20 Development Working Group (DWG) around
social security issues, especially in the domain of poverty mitigation.
Focusing on the priorities of the USP2030, the G20 can work together
to develop innovative models that cater to financial sustainability and
progressive universality of social protection frameworks, especially
for the emerging, developing and underdeveloped economies of the
world.

Only 47% of the world’s
population are covered by
some form of social security
programmes, and the rest are
left without any safety net in
case of crises.
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ollectively, the G20 countries can work to ensure social

security for about 63 percent of the global population.?

Indeed, over the years, these countries have made

significant progress towards improving access to social

security, and consequently, in poverty alleviation
and reducing inequality. Expanded social security has likely also
had implications for other domains of development, including
improvements in energy access, technology uptake, productivity
enhancements of various forms of capital, and overall social progress.
However, none of these countries are on-track to achieve the SDGs
within the ongoing ‘Decade of Action’.'” As most SDG targets are
intrinsically linked with poverty alleviation and economic growth,
there is an unequivocal need to improve the provision of social
security to achieve progress towards Agenda 2030. The G20 Leaders’
Declaration in Rome emphasised the importance of adequate social
protection with a human-centric approach that considers the needs of
the working people and the labour market for driving post-pandemic
economic recovery.'!

To be sure, the coverage of social security across different regions
of the world vary. Upper middle-income countries show 90-percent
coverage, while lower middle-income countries, less than 30 percent.
The proportion falls to 15 percent for low-income countries.'” In
the advanced economies of the G20, more than 75 percent of the
population are covered under at least one social protection benefit;
this average is a lower 60 percent in the emerging G20 economies.
Among the latter, India and Indonesia have significantly low social
protection coverage of the bottom 40 percent of their populations
(see Figure 2). This indicates a positive correlation between income
levels and social protection coverage—i.e., countries with higher
income levels are likely to have higher social protection coverage, and
relatively low financial sustainability considerations.
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Therefore, economic growth is an important determinant of social
security coverage, and social security schemes should be designed in
a manner that ensures there will be no negative effects on income
growth. Moreover, properly designed social protection may also
exert a positive effect on future incomes and therefore can reduce
any financial stress within the social protection systems. This forms
the basis for provision of graduation support programmes, as part of
social protection frameworks."

Figure 2:

Effective Social Protection
Coverage in the G20 economies (%
of population)
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Source: Authors’ own, using data from World Social Protection Data Dashboard ™

Note: Effective social protection coverage is defined as the proportion of the total
population receiving at least one contributory or non-contributory cash benefit, or actively
contributing to at least one social security scheme.



In the

1011 11

Soclal Protect
G20 Economies

A G20 report on ‘Strengthening Social Protection’ (2018) recognises
the role of social security in transforming labour markets as well as
in facilitating labour mobility through portability of social security
benefits."”” It also identifies the challenges that countries around the
world confront in providing social security, particularly to those
engaged in non-standard forms of employment. The need for social
protection provisions and the challenges associated with it have
only been exacerbated (and highlighted as such) by the COVID-19
pandemic.

In the advanced economies
of the G20, 75% of the
population are covered by at
least one social protection
benefit; in the emerging
G20 economies, 60%.
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Gaps in Social Security

i)

he provision of social security measures continues to

be absent in significant populations across the world.

Among the G20 states, there are large variations in the

financing of these social security programmes. Other

than the EU, most developed counties have lower
state involvement in the financing of social security, with these being
mainly contributory schemes® and the responsibility being borne by
the employer and the employee themselves.'® In contrast, developing
countries continue to have a larger share of State-sponsored schemes.
Brazil has significant involvement in social security provisioning for
its workers,'” although this has reduced since austerity measures
were introduced in 2016." South Africa, meanwhile, adopts a mixed
approach—with some schemes such as the Skill Development Levy
(SDL) being sponsored by employees,'” while others, which are
targeted directly at the vulnerable sections of the population, are
sponsored by the state.?” India, too, has a mix of both forms of social
security: some benefits like maternity benefits are publicly funded,
and others like provident funds involve contributions from both
employers and employees. Table 1 shows the nature of funding for
different social security instruments, for specific target groups, across
select G20 economies.

However, despite lower state involvement in ensuring social
protection in the global North, the advanced economies of the G20
spend a significantly larger share of their public spending on social
expenditure (see Figure 3). Combined with significant private sector
participation, this indicates that the financing of social assistance in
these advanced economies is conducive to a robust social security
system with widespread coverage.

b Contributory Social Security Scheme presupposes a contributory relationship between
the protected individual and another partner legal entity, in which social benefits apply
as rights for the protected individual. Apart from these, social security financing may
be non-contributory where the beneficiary does not contribute to the social security,
instead the entire amount is sponsored by the State and usually funded through the
public exchequer; or voluntarily financed where the State sets up a system towards
which the citizens may choose to contribute.

10



Table 1:
Nature of Social Security Programmes

(India, US, UK, Germany)

Gaps in Social Security
inancing

i)

Type of Social India UsS UK Germany
Security
Child and Family | Data Data 100-percent 100-percent
Unavailable Unavailable government government
funded funded
Maternity 100 percent None 92 - 100 percent Government
government funded by the contributes a flat
funded government rate, rest from
employer and
employee
Unemployment 100 days Government Contributory, 100-percent
of work covers government government
provided administrative covers the deficit | funded
by the costs
government

Old-Age Pension

100 percent

100-percent

100-percent

Covered by the

government government government government,
funded funded funded employee and
employer
Sickness Contributions | Contributory, Contributory, Government
by employer | government government contributes a flat
and employee | covers the covers the deficit | rate, with equal
(including deficit contributions
government from insured
as an employee
employer) (including
pensioner) and
employer
Work Injury Contributions | Covered by Contributory, Covered by
by employer | employer, government employer,
and employee | with nominal covers the deficit | government

contributions subsidizes the
from insured cost for certain
person (in few benefits/groups
states)

Disability Covered by Covered by the | Contributory Contributory,
employer; government, (government government
completely employee and covers the deficit), | subsidises the
funded employer; completely funded | cost of certain
as social completely as social assistance | benefits; pays
assistance by | funded as social | by government for | contributions
government assistance by specific groups for unpaid
for specific government for caregivers
groups specific groups

11

Source: Authors’ own, using data from International Labour Organization®
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On the other hand, the emerging economy members of the G20
spend a considerably lower share of their GDP in public provisioning
of social protection. Besides, social assistance expenditure in these
countries is often treated as residual expenditure amidst inadequate
financing, leaving the most vulnerable sections of the population in
these countries to their own devices in times of crises. For example, in
most South Asian economies, low public spending on health leads to
high out-of-pocket expenses, often placing the poorer and vulnerable
households under severe debt burden.*

The USP 2030 Agenda aims to ensure social protection coverage of
the entire population by at least one form of contributory or non-
contributory social security instrument. The preceding discussion,
therefore, has been limited to total social expenditure. However, a
disaggregated analysis should reveal more interesting relationships
that can motivate further work in this domain, in terms of guiding
target group specification and budgetary redistributions within the
broader ambit of the universal social protection agenda.

Figure 3:
Social Protection Expenditure in

the G20 Economies (% of GDP)
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Source: Authors’ own, using data from World Social Protection Data Dashboard **

Note: Public social protection expenditure includes expenditure on services and transfers
provided to individual persons and households, and expenditure on services provided on a
collective basis by the government.
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It is important, in this aspect, to stress that while state provision of
social security needs to be increased, there are associated financial
implications. In Brazil, for example, about 12-13 percent of the
country’s GDP goes into paying only pensions. Meanwhile, for larger
developing economies like India, the tax revenue-to-GDP ratio is a
low 16 percent, which necessitates diversification of social security
instruments to expand the coverage for its population. Therefore,
public provisioning of social protection (i.e., increasing social
expenditure as share of GDP) should be examined keeping in mind
the fiscal sustainability indicators such as tax-revenue-to-GDP ratio.

The same is true for other countries, and not only the G20. There are
large categorical variations in the proportion of budgetary allocations
made to social security provisions. In high-income countries, this
proportion is 16.4 percent of the public spending on average, as
compared to 8 percent in upper middle-income countries, a far lower
2.5 percent in lower middle-income countries, and a meagre 1.1
percent in low-income countries. Moreover, the nature and incidence
of social protection benefits is also marked by significant divergences
among countries belonging to different income groups.

Figure 4 shows the nature and extent of coverage of various kinds
of social protection schemes among the poorest quintile of population
across countries, qualified by their per capita income levels. The
overall coverage, including all kinds of social protection benefits, is
significantly higher for the high-income economies and mostly include
conditional and unconditional direct-beneficiary transfers. The same
is true for high middle-income countries. On the other hand, social
assistance in the low and lower middle-income countries mostly
involve public works programmes that cover roughly 21-27 percent
of the population in these countries. This indicates the relevance of
sustainable financing of social security for these countries to ensure
greater coverage and diversification of social assistance benefits.

13



Figure 4:
Nature of Social Assistance Coverage
of the Poorest Quintile (in %)
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The COVID-19 pandemic disrupted the lives and livelihoods of
the poor in many parts of the world. As a response, many countries
introduced temporary measures of social security, ranging from

insurance to income substitution measures. However, most countries
also faced disruption to their tax collections and other revenues over
the same period. For developing or underdeveloped nations with
significantly restricted tax bases® and a larger share of population in
need of social protection, this meant expanding expenses, contracting

inancing

Gaps 1n Soclal Security

i)

¢ The tax base is the total amount of income, property, assets, consumption, transactions,
or other economic activity subject to taxation by a tax authority.

14
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Gaps in Social Security

i)

funds and therefore, larger fiscal deficits. For developing countries,
the direct taxation base is significantly small—which makes the total
tax base of the country narrower.?® This also indicates that while a
large number of people in these countries need social protection
for livelihood security, very few can actually participate in financing
contributory schemes from their own incomes. Therefore, public
social protection expenditure in these countries is often constrained
by fiscal deficit targeting, which is critical to ensuring their
macroeconomic stability in the medium-run.

A 2019 study by the International Labour Organization (ILO)
found that to close the financing gap in provision of basic social
security across countries, an additional cumulative investment of
US$ 735.2 billion or about 1.25 percent of GDP of low- and middle-
income countries would be required by 2030.° Of this, the low-
income countries would need incremental financing worth 3.78
percent of their GDP, compared to 1.34 percent and 1.16 percent
of their GDP for lower middle-income and upper middle-income
countries, respectively. The report suggests improving tax revenues
collection, reducing illicit fund transfers, reallocating public money,
and managing debt as suitable methods to ensure increased funding
of social protection. Divergences in the provisions of social security
have implications for the socio-economic development of the global
population as a whole.?” Considering this, the G20, as a strategic
multilateral forum of the world’s largest advanced and emerging
economies, must make some systemic changes to ensure that the
overall sustainability of social security financing is improved in these
countries and other developing and underdeveloped nations.

15
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inancial sustainability of social protection systems is a

prerequisite to ensuring robust social security for all.

While countries strive to establish such systems that can

improve the economic resilience of the most vulnerable

and guarantee an equitable protection for the remaining
population guided by progressive universalism, they need to explicitly
account for the financing considerations of these systems. Financial
sustainability is one of the most crucial operational constraints that
threaten the economic sustainability of social protection systems.
Therefore, social protection systems should be designed with the aim
to balance state-sponsored and privately-funded schemes—catering to
inclusive needs and prioritisation of target groups; effective last-mile
delivery; and, most efficient realisation of benefits by the beneficiaries.
The ILO Convention No. 102 makes specific recommendations to
ensure sustainable financing of social security for countries around
the world, which include the following:*®

* Financing of social security should be under the general
responsibility of the State and treated as critical public
provisioning;

* Social security financing cannot be residual expenditure and
must be viewed as a counter-cyclical tool to protect the most
vulnerable against cyclical fluctuations and market failures, to
aid shock absorption, and ensure overall economic and social
resilience for all;

* Social security financing should also be responsive to the general
economic trends that adjust for variations in subsistence needs
and the adequacy needed to meet them.

Despite these broad recommendations, divergences in social security
financing persist. In lower-income countries, a small share of the
population is covered by social security; the coverage is primarily
concentrated in the formal sector and closely related to income and
political economy considerations.? In contrast, middle- and high-

16
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income countries have social security arrangements that cover most
of the population and exhibit a larger expenditure share in the GDP.
Structural adjustments to accommodate financing considerations
within the design of social security systems and instruments can enable
the G20 countries to ensure sustainability of its social protection in the
long term. Systemic improvements can simultaneously increase the
reach of social security, mitigate disparities in social protection in the
global North and the global South, and contribute towards poverty
alleviation and economic growth for all.

Streamlining Social Protection Systems in G20
Countries

There are large divergences between the provision of social security
in the global North and the global South. The same is true for the
G20 member countries. There are also significant differences in social
security needs within these countries, with different kinds and sizes
of vulnerable populations. Such divergences should not just feature
in individual countries’ considerations and interests, as they hold
implications for the global population.?® There are also large financing
gaps, and the capacity to mitigate these is varied.

Associated challenges can be addressed, to some degree, if countries
come together to create a broad framework under which the provision
of social security at the individual country level is nested. There exists
a range of social security instruments—qualified by their mode of
benefit transfer or beneficiary, system’s design and/or financing—
that countries resort to. These include universal benefits—applying
to all without any additional qualification criteria—and those that
are targeted at specific demographic groups eligible for a social
security programme. Offering a range of benefits—in the form of
Direct Beneficiary Transfers (DBTs), employment guarantee and
public works, graduation and income-generating programmes,
and/or, natural capital assets or community-based programmes
that particularly focus on ecotourism and payment for ecosystem

17
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services (PES)—these instruments can be either contributory, non-
contributory, or voluntarily financed.

Despite large variations in the components of individual social
security systems, streamlining the broader social protection
framework across the G20 can be a critical step forward. This could
involve setting up standardised levels of social security and creating
evidence-based policies and guidelines about which aspects should be
prioritised. While the details and the level of coverage depends on
local context and needs,* having such a process in place could make
it easier to design social security instruments.

The first step towards such streamlining would be to set up a
system that monitors specific aspects of the social security system in
various countries. This could begin by measuring the types and sizes
of vulnerable populations that exist in the specific country, and to
what extent they are covered by social security measures. The same
should be tracked and monitored at regular intervals. This would
not only help track progress along SDG target 1.3 but could also
be used to draw linkages around the implications of social security
on the economy and the lives of the beneficiaries. There is a need
to deliberate on how such a system will be operationalised and what
major targets it should be monitoring. Additionally, there is a need
to design and develop processes and indicators to measure the
success, if at all, of these systems. At present, indicators (as included
in the SDGs) talk about the broad goal of social security coverage, but
having comparable systems in place could enable the evaluation of
more specific operational aspects.

The framework can also be used to design collaborative practices
amongst different stakeholders. This would include various
stakeholders within a country—i.e., employer groups, labour groups,
the state—but could operate at an international level. There could
be collaborations amongst the governments of different countries,
and could additionally benefit from participation of international
organisations as well, to facilitate sharing of finances, technology,
and know-how as and when required. This would be particularly
important considering the changing nature of work.

18



lnancing Approach
Towards Soclial Protection

A Sustainable F

The framework should be made comprehensive by including
predictable vulnerabilities within its design. These include not just
economic vulnerabilities but also environmental. With the growing
impacts of climate change, and the disproportionate consequences on
developing countries, there is likely to be a greater strain on finances
and resources for providing social security.”® This would manifest in
multiple ways, primarily losses in livelihoods because of change in
climate patterns and increased frequency and intensity of disasters.
If these are appropriately included in the framework right from the
start, it would make it more sustainable in the long run.

The G20 DWG should also explore methods for how such a
framework can be sustainably financed. Such financing cannot
depend on grants or similar assistance since these are likely to be one-
off. Rather, it must depend on sources that the member countries are
able to generate themselves. The framework could institutionalise
collaboration amongst member countries to address this.

Financing Social Security for Unorganised
Workers

Many common forms of social security, such as pensions and
insurance, are employment-linked. However, this excludes from its
purview, those outside the formal employment sector or else are
engaged in what the ILO refers to as ‘non-standard’ and ‘vulnerable’
employment.* About 60 percent of the world’s workforce is engaged
in work outside the formal sector,** with limited or no access to
social security. This bears significant implications for their economic
resilience and social mobility.”® The size of the informal sector in
developing countries is particularly large, leaving a large number of
people outside of the formal security net, forced to fend for themselves
in the face of crises.

19
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There are unique challenges associated with expanding social
assistance programmes to include the informal sector.”® It is difficult
to design systems of compulsory contributory social security for
these workers and sustain them. With the evolution of new forms of
employment, such as gig work and the platform economy, it often
becomes difficult to even define who the employee is, let alone to
design specific systems targeted for them.”’

Developing and financing social security for unorganised workers
requires unique attention. While designing a response to the social
security financing gap, schemes specifically targeting this sector need
a two-pronged approach: to create adequate fiscal space to finance
assistance in the short run, and to capitalise on existing assets and
capacities to generate opportunities for self-financing of social security
in the long run. To address immediate concerns, the G20 DWG must
develop frameworks for thorough evaluations, including a cost-benefit
analysis, of extension of social protection to the informal sector. This
should also include the challenges and associated administrative costs,
such as those of maintaining registries and enforcing compliance.
Consequently, social security must be designed in a manner that
minimises the cost of compliance and administration.

G20 member countries may already be providing different forms
of social security to informal workers, in response to the specific
needs of their target population. For example, India has undertaken
targeted financial inclusion programmes to promote self-employment
and social entrepreneurship among women and other minorities—
to advance their social security agenda.”® These attempts have often
been aided with graduation support’ and assistance by private
players like non-government organisations (NGOs) and Self-Help
Groups (SHGs), all in turn, leading to increased formalisation of the
large informal sector.” Specific cases can be studied to identify best

d  Graduation support are livelihood promotion programmes, that can be integrated as a
component of a comprehensive national social protection framework to confer livelihood
security.
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practices. While it may not be possible to replicate these best practices
in other jurisdictions owing to the differences in the target groups, as
well as in the local context, they could serve as a broad guide for the
countries that are struggling to make any considerable progress. There
is also a need to focus on both social insurance and social assistance
measures*” with relatively low adoption and implementation costs—
efficient mechanisms of providing social security can help alleviate
the financing gap to some extent.

An additional challenge, in this case, would be the sheer number
of people who will now be included in these schemes. Since a large
section of the population in developing countries is in the informal
work sector,*! covering them would put a strain on the finances of the
state. This is particularly important, as the challenges to contributory
schemes make it more likely that they are non-contributory in nature.
A systematic approach to financing must be adopted to mitigate
this challenge.* It is essential to keep in mind the unique nature of
employment of these workers, and not merely attempt to expand the
coverage of traditional DBT schemes of social security to aid these
workers—directly impacting the financial sustainability of all State-
sponsored social security.

For initial expansion of these projects, some countries may need to
depend on external financing from development organisations and
international financial institutions. In the long run, it is necessary to
ensure that the process is self-sustaining financially. Social security
measures are themselves likely to contribute significantly to the
alleviation of poverty and to economic growth in general, and
consequently to improving the financial strength of the country.
Therefore, once expansion is carried out, the dependence on social
security measures is also expected to decline, except in situations of
crisis. This is a long-term process, and many countries may not have
the resources to enter them immediately, thus underscoring the role
to be played by external financing.
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Developing Robust Social Security Delivery
Systems

An important aspect of social security systems, as with any other policy
that is aimed to directly reach people, is last-mile delivery. Having
in place comprehensive policies and systems of social security would
contribute little if the last-mile delivery is inadequate. Robust delivery
systems ensuring last-mile delivery in an efficient manner reduces
overall transaction costs, lending considerably to the prospects of
financial sustainability. The efficiency or strength of a social security
delivery system can be tracked through the actual realisation of
benefits by the target beneficiaries.

The COVID-19 pandemic highlighted this imperative, as it posed
unique challenges to the system of last-mile delivery. Some countries
had in place adequate systems and were able to tide through their
challenges.* In many cases, these were tech-enabled, and therefore
were barely affected by restrictions on mobility. On the other
hand, many of the temporary systems for COVID-19 relief were
set up without thorough planning. Many of these faced challenges
in identifying and locating beneficiaries, at the very least, more
so in ensuring that the benefits are transferred to them. While the
government could respond at the time of the crisis to introduce
the necessary measures, it was hardly the appropriate time for it to
introduce many new systems.

There is a need to have in place robust systems of social security
delivery. While technology can play a large role in improving last-
mile delivery of social protection provisions, it is necessary to keep
in mind the digital divide while designing these systems. At a more
general level, it is necessary to ensure that these systems fit the needs
of the target population, and that they have the means and resources
to access them.

The first step that the G20 countries need to focus on in terms of

improving last-mile delivery would be to identify the challenges.
These are likely to be unique, based on the location and the target
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population group that the measures are aimed at. The challenges
could be formidable—identification of beneficiaries, enforcement of
social security, and ensuring access, as well as navigating social and
cultural practices that tend to limit service delivery.

For instance, there may be challenges related to identifying who is
a participant in a particular industry. This may be exacerbated in the
current environment of increasing gig and platform work. There may
be challenges in enforcing social security practices in small industries
because of the sheer number of entities that would have to be
monitored at any given time. If technology-based solutions are used to
improve access to social security, then the two aspects of having access
to technology and digital literacy will have to be considered. It must
also ensure that social security reaches the intended beneficiaries. For
example, maternity benefits must be designed in a way that they reach
the intended beneficiaries even in situations where cultural practices
do not usually allow women control of financial resources.

Ensuring that benefits of the provision of social security are
effectively utilised, can go a long way in promoting enthusiasm
among participants in improving these systems. Therefore, studies
on the benefits of the same and awareness activities can help bring
these into the focus of the policymakers. This research and advocacy
must focus on the necessity of social security, as well as the challenges
faced in accessing the same. There is also the need to understand the
broader macroeconomic implications of social security to help justify
the financing of these projects.

The most efficient forms of social assistance would need to make
use of digital technology in the changing world order. Therefore, it
would be wise of institutions, especially in the developing countries,
to focus on improving the reach of this technology. Improving access
to digital infrastructure, as well as taking adequate steps to improve
digital literacy would mean that the governments are able to deploy
efficient tech-based systems at all steps of providing access to social
security. This process would also have implications that go far beyond
the appropriate provision of social security.
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Like other processes, last-mile delivery too, can benefit from
collaboration =~ between  stakeholders.  Collaboration between
international players in the G20 grouping can help ensure that best
practices from other countries are adapted and used to ensure the
quickest upgrades to the social security process. There is also scope in
making use of the expertise of the private sector. Engaging in public-
private partnerships could enable better adoption and utilisation of
technology and other related processes while still ensuring that the
direction of the private sector remains cognisant of social needs.

Role of Ecosystem Services

In addition to developing a formal state-led social security framework,
there is also potential in developing a social security framework that
is more organic and community-led. The same will alleviate the
burden on the state system and lower the requirement for financing.
At the same time, it can produce the same benefits that a formal
social security system provides, serving as a safety net against crises.
Looking at the potential of ecosystem services in the provision of
social security requires allowing the people to have control over the
benefits that are derived from these natural resources.

The G20 working group, as a first step, could link environmental
programmes to social protection programmes in the relevant
countries.** Social protection programmes tend to be designed with
little regard, if at all, for the environmental aspects. Environmental
programmes, while considering certain aspects of social impacts, do
not give them primacy. Linking these would mean designing social
security programmes in a way that the environment and natural
resources around communities are not exploited further, where
often this exploitation occurs in the absence of any other resources or
financial sateguards.

At the same time, the G20 must draw the reverse link of how
environmental damage is likely to affect and increase the social
security burden. This becomes a crucial part of deliberations within
the ambit of South-South cooperation under the G20, focusing on
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the sustainable use of the natural capital endowments in the poorer
nations. As specified earlier, environmental vulnerabilities must be
considered while designing frameworks for the provision of social
security. Looking at these two ideas in consonance, can have a
reinforcing effect on each other, and improve the condition of both.

Previous research has established how ecosystem services constitute
the “GDP of the poor.”® While environmental exploitation should
be discouraged, people should be enabled to make sustainable use
of their natural resources. With appropriate training on how to
sustainably yet lucratively make use of these natural resources, people
will be able to generate a stream of income that can act as a self-
provided form of social security. For instance, the ecosystem services
provided by the Sundarbans in Bangladesh contribute significantly to
the well-being of the people in the area,*® and if managed well could
reduce the requirement for social security.

Furthermore, many ecotourism opportunities, which are also
prevalent in the Sundarbans, provide dependable channels of
livelihoods for the financially vulnerable sections of the population.
This is essentially an alternative to state-sponsored social security and
will help reduce the burden on the state for financing the same. Many
developing countries with abundant resources have the opportunity
to make use of this method of providing social security. However,
global and local interests in terms of conservation, development and
tourism are often at loggerheads with each other. Uddhammar’s
(2006) study on four protected areas in India and Africa found that
governance structures, local ownership of resources, and institutions
for solving such disputes have been most successful.*’

To make this social security successful, however, the ownership of
these natural resources and the profits they bear must remain with
the people or the community. Even within the community, there
should be parts that are controlled by the poorest and most vulnerable
members* to ensure that they receive benefits as well. These resources
cannot be used in an exploitative manner by the private sector or even
by the government. In a way, this form of social security that is reliant
on the ecosystem services provided by the natural environment is a
return to more traditional forms of social security* that some of these
communities have historically depended on.
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overty remains among India’s most intractable

developmental concerns since Independence. The legacies

of the centuries-long colonial rule, compounded by the

massive geographical size of the country and the diversity

of its population, have posed unique impediments to
poverty eradication. Although dealing with poverty has been a
difficult task for the successive political dispensations, the various
social security schemes for poverty mitigation have been instrumental
in bringing down poverty rates, especially in the past decade. While
there are various studies analysing poverty in India, the latest analysis
by World Bank in April 2022 estimates the poverty head-count
rate at 10.2 percent in 2019, down from 22.5 percent in 2011.° An
April 2022 IMF study pegs the extreme poverty levels at lower than
I percent in 2019, and similarly in the pandemic inception year of
2020.

To eradicate poverty in the country, the Indian government has
initiated multiple programmes to provide social protection, sustain
poverty escapes, and generate employment. The NITI Aayog™
cites the Mahatma Gandhi National Rural Employment Guarantee
Act 2005 (MGNREGA), the National Rural Livelihood Missions
(NRLM) and the Pradhan Mantri Jan Dhan Yojana (PM]DY) as
seminal programmes in the domain of mitigating rural poverty and
progressing towards SDG 1 with an aim to “end poverty in all its
forms everywhere” (see Appendix 2).

The world’s largest social welfare programme—the Mahatma Gandhi
National Rural Employment Guarantee Act—>
that makes mandatory 100 days of guaranteed employment to be
provided in a financial year to every rural household in the country. It
can be considered as the culmination of several employment assurance
schemes from the 1960s to the early 2000s. One of the core objectives
of the programme is to strengthen the livelihood resource base of the
poor or wherever it fails to do so, to provide them compensation. This
Act provides employment in the form of unskilled labour for at least

one adult individual in a family and one-third of the employment has

is a 2005 legislation
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been reserved for women. To ensure public accountability, the Act
lays down provisions for a social audit function and the management
of data and records of employment.>*

As the first objective in both the Millennium Development Goals
(MDGs) in 2000 and the SDGs in 2015, poverty eradication is given
utmost importance for emerging and developing countries such as
India, since it is the first step towards ensuring just and equitable
growth. A number of other social security programs for poverty
alleviation in India include: the National Social Assistance Scheme that
provides pensions to the elderly, widowers as well as individuals with
disabilities; the Pradhan Mantri Jeevan Jyoti Bima Yojana (PM]JBY)
and the Pradhan Mantri Suraksha Bima Yojana (PMSBY) that
facilitate the access to life insurance and personal accident insurance
to citizens; the Atal Pension Yojana (APY) for pension guarantee to
the unorganised sector; the Pradhan Mantri Mudra Yojana (PMMY)
that provides loans to aspiring entrepreneurs.”” These policies
have helped directly or indirectly yield better outcomes on poverty
mitigation.

The economic crisis caused by the pandemic led to the partial
effacing of the growth of the country that had taken place in the
last few years. The pandemic led to a portion of the Indian urban
population, especially in the unorganised sectors, shifting to rural
areas following the lockdowns and a fall in the availability of urban
employment. This led to an excess supply of workforce in the rural
labour markets which were considerably subsumed by employment
schemes such as MGNREGA and NRLM, ameliorating the poverty
crisis to a notable extent. Table 1 depicts the massive rise in
employment under MGNREGA after the initial sSlump during the first
lockdown in March-April 2020.
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Table 1:

MGNREGA Employment, Covid-19
First Phase in India (in Millions)

Months 2019 2020
April 273.94 141.31
May 369.52 568.69
June 321.43 640.71
July 194.17 391.63
August 153.05 238.98

Increase

Source: Authors’ own, data from Ministry of Rural Development, Government of India®

In terms of the G20, India has an important role to play here.
Taking up the 2023 G20 presidency and being a key player in
provision of social security for one of the world’s largest populations,
Indian experience can provide useful learnings. The country has
adopted various social security mechanisms, differentiated markedly
by their design and mode of financing, which can be replicated by
other countries and modified to suit their context and needs. While
the newly revised Labour Code on Social Security has not been in
operation long enough for its impact to be measured yet, India has
unique social security programmes that have been running for a long

time.
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MGNREGA is a unique and largely successful programme, which
provides assistance not just as an income, but rather as employment.
In doing so, it solves the problems of targeting (by setting up a
system of self-targeting) and leads to the creation of public and
infrastructure assets for the places where the programme is carried
out. The COVID-19 pandemic also highlighted the importance and
the potential of this programme, with it serving as the only stable and
alternative source of income for many, in the unprecedented absence
of other informal employment largely driven by the market forces.
India has also witnessed some success with scaling up voluntary
financing of social security programmes. The Building and Other
Construction Workers Welfare Boards have developed a system
where workers were incentivised to contribute to social security by
matching their contribution to that of the State’s.”” In its ongoing G20
presidency, India has the opportunity to showcase these programmes,
and other unique initiatives to lead the cause of sustainable financing
of social security.

India has various social
security mechanisms,
differentiated by their
design and mode of
financing, which can be
modified by other countries
to suit thelr needs.
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his paper has highlighted the imperative for providing
social security to all and the gaps that exist in financing
the same within and among the G20. The gaps are
two-fold: between wuniversal coverage and actual
coverage, and the Global North-South divergences.
The priorities and working pillars that have been put forth to guide
the G20 DWG’s agenda on sustainable financing of social protection
systems in its member states and the rest of the world, build upon
ideas of functional cooperation between the advanced and emerging
economies, based on individual country’s learnings and experiences.

First, to strengthen national social protection frameworks with
universal coverage for all, it is essential to create adequate fiscal space
for its provision by the State, while developing feasible and sustainable
alternatives to the same. It is particularly important to consider the
needs of informal workers who have traditionally been left out of
the social protection net. In the absence of adequate measures, any
economic, social, or environmental crisis in the future is likely to push
people back into the clutches of poverty and undo the developmental
progress made by countries in the past.

Second, while the need for social security will depend on local
contexts, having in place a global system to resolve issues or
challenges associated with the same, can strengthen the process as
well as reduce regional economic disparities, thereby creating scope
for development convergence. Ensuring financial sustainability of
social protection is, therefore, a prerequisite that countries need to
address to further their USP 2030 Agenda.

Third, apart from the politics involved, social security for poverty
mitigation or advancement toward SDG 1 across the world has
proven direct implications on a variety of interlinked developmental
objectives:®® SDG 2 (Zero Hunger), SDG 3 (Good Health and Well-

30



Conclusion

being), SDG 4 (Quality Education), SDG 5 (Gender Equality), SDG 6
(Clean Water and Sanitation), SDG 7 (Affordable and Clean Energy),
SDG 8 (Decent Work and Economic Growth), SDG 10 (Reduced
Inequalities), SDG 11 (Sustainable Cities and Communities), SDG 13
(Climate Action), SDG 15 (Life on Land), and SDG 16 (Peace, Justice
and Strong Institutions).

Lastly, a close examination of the composition of social protection
systems is key to ensuring their financial sustainability. The entire
system should be designed with a progressive structure that enables
income redistribution, guided by principles of social justice and
economic efficiency. For example, some countries often introduce
subsidies that benefit the well-off to a larger extent, rather than the
poor. A number of social protection schemes introduced with political
economy considerations have often proved to be distributionally
regressive. Therefore, it is important to look closely at the composition
of social expenditure to assess the desirability of different social
protection schemes from a financial sustainability lens.

For emerging economies like India, harnessing its large human
capital base is crucially dependent on the poverty eradication
measures adopted, especially for a country that has been historically
poor. Achievement of the SDG 1 objectives is crucial for a swift
synchronisation between the irreconcilable trinity of sustainomics®*—
society, economy, and environment. Policies, therefore, such as
MGNREGA along with the other supporting schemes that form the
backbone of India’s developmental journey, can complement India’s
G20 presidency on showing the way forward for sustainably financing
social security measures to build long-term capacities. @RF

Debosmita Sarkar is a_funior Fellow with the Sustainable Development and
Inclusive Growth Programme, Centre for New Economic Diplomacy, ORF

Soumya Bhowmick is an Associate Fellow at the Centre for New Economic
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Appendix 1:
SDG 1 (No Poverty) Targets

Targets

Objectives

1.1

By 2030, eradicate extreme poverty for all people everywhere,
currently measured as people living on less than US$ 1.25 a day.

1.2

By 2030, reduce at least by half the proportion of men, women
and children of all ages living in poverty in all its dimensions
according to national definitions.

1.3

Implement nationally appropriate social protection systems
and measures for all, including floors, and by 2030 achieve
substantial coverage of the poor and the vulnerable.

1.4

By 2030, ensure that all men and women, in particular the poor
and the vulnerable, have equal rights to economic resources, as
well as access to basic services, ownership and control over land
and other forms of property, inheritance, natural resources,
appropriate new technology and financial services, including
microfinance.

1.5

By 2030, build the resilience of the poor and those in vulnerable
situations and reduce their exposure and vulnerability to
climate-related extreme events and other economic, social and
environmental shocks and disasters.

Ensure significant mobilization of resources from a variety of
sources, including through enhanced development cooperation,
in order to provide adequate and predictable means for
developing countries, in particular least developed countries, to
implement programmes and policies to end poverty in all its
dimensions.

1.b

Appendices

Create sound policy frameworks at the national, regional and
international levels, based on pro-poor and gender-sensitive
development strategies, to support accelerated investment in
poverty eradication actions.

Source: Department of Economic and Social Affairs, United Nations®
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Appendix 2:
Changes in SDG 1 Scores for Indian

States and Union Territories (out of 100)

Indian States 2018-19 2019-20 2020-21
Tamil Nadu 76
Mizoram 71
Tripura 71
Meghalaya 68
Andhra Pradesh | 67
Kerala 66
Uttarakhand 65
Sikkim 64
Goa 62
il o
m Nagaland 59
q) Odisha 59
Rajasthan 59
O West Bengal 57
e Punjab 56
'U Assam 53
- e
q) Karnataka 52
Q' Telangana 52
Chhattisgarh 50
Q‘ Haryana 50
< Gujarat 48
Uttar Pradesh |48
Maharashtra 47
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Bihar 45
bradesh #
Manipur

Jharkhand

Union

Territories

Jammu &

Kashmir
Puducherry 61
Daman & Diu 58
Apdaman & 57
Nicobar Islands
Ladakh
Lakshadweep 43
Chandigarh 39
Delhi 30
Dadra & Nagar 9]

Haveli

India

Source: Author’s own, data from NITI Aayog®*
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