Welcome to the webinar

Strengthening social contracts in South Asia
in the aftermath of the COVID-19 crisis:
the adequacy of social protection responses
in the short term and the future role of
universal social protection
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Social protection responses to #COVID19
This joint effort is inspired by colleagues and
organisations working to disseminate and discuss the
most recent content on social protection responses to
COVID-19.
The initiative has three major components:
1. A weekly special edition of a dedicated newsletter, featuring a
compilation of relevant information from all over the world on
social protection initiatives dealing with COVID-19;
2. Weekly webinars to foster discussions and exchanges;
3. An online community to systematise the information gathered
on the topic and foster discussion.

Photo by Gelani Banks on Unsplash

#SPcovid19 #COVID19 #SPresponses

Next webinars:
Migrants and COVID-19 – Emerging Practices
Tuesday, 30 June - 9 AM EDT/GMT-4

Universal Health Coverage (UHC) and the Coronavirus Crisis
Thursday, 2 July - 8 AM EDT/GMT-4

Adaptación de programas de transferencias de efectivo en América
Latina y el Caribe para responder a la pandemia COVID-19
Tuesday, 7 July - 9 AM GMT-5

Webinar Series: Social Protection in South Asia
The landscape before COVID-19, a snapshot into responses to the crisis and the paths ahead
Save the dates:
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•

August 20

•
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•

October 22

socialprotection.org presents:
Strengthening social contracts in South Asia in the aftermath of the COVID-19 crisis:
the adequacy of social protection responses in the short term and the future role of universal social protection

Speakers:
Abdul Alim, UNICEF Regional Social Policy Advisor for South Asia
Fabio Veras, Research Coordinator, IPC-IG
Stephen Kidd, Senior Social Policy Specialist at Development Pathways
Moderator:

Louise Moreira Daniels, Chief of Social Policy at UNICEF Sri Lanka
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Speaker

Abdul Alim
UNICEF ROSA
Abdul Alim is currently the Regional Advisor for Social Policy covering South Asia for
UNICEF and is based in Kathmandu. For the last 20 years he has worked with the United
Nations Children’s Fund in the developing world covering countries in South Asia, South
East Asia, CEE/CIS, and the Middle East. His major interest is in the application of resultsbased management and Human Rights based Approach to reform social policy and
planning with an emphasis on social service delivery. He is a member of UN
Development Policy Network.
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Speaker

Fabio Veras
IPC-IG
Fábio Veras holds a PhD from University College London (2004), as well as a Masters
degree in Economics from the University of São Paulo (1999) and a BA in Economics
from the University of Brasília (1993). He is currently the Communications, Publication
and Research Coordinator of the IPC-IG, on leave from Ipea. He has worked on the
impact evaluation of cash transfers and other social programmes in countries such as
Brazil, Mozambique, Paraguay, and Yemen.
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Speaker

Stephen Kidd
Development Pathways
Stephen Kidd has over three decades of experience supporting robust strategies and
effective delivery in social development and social protection in Africa, Asia, the Pacific
and Latin America. A Senior Social Policy Specialist and CEO of Development Pathways,
he has also led DFID’s social protection work, policy at HelpAge International, and a
development programme in Paraguay.
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Moderator

Louise Moreira Daniels
UNICEF Sri Lanka
Louise Moreira Daniels is Chief of Social Policy, at UNICEF Sri Lanka, where she leads the
office work on Public Finance for Children, Social Protection, and Child Poverty and Child
Rights Monitoring. Louise has been with UNICEF for ten years, and has worked in New
York Headquarters, as well as in Mozambique prior to moving to Sri Lanka. She holds a
Master’s Degree in International Affairs from The New School, in New York, and a
Bachelor’s Degree from Texas A&M University in psychology and political science.
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Share your questions to the speakers!
type them in the chat bar

Also, interact with us on Twitter (@SP_Gateway):
#SPorgWebinar
#SPcovid19
#COVID19
#SPresponses

Socio-economic
impacts of covid-19
and Policy Responses
in South Asia
International Policy Centre for Inclusive Growth
June 2020

Outline
• Review the epidemiological and socioeconomic
impacts of COVID-19 in South Asia
• Mapping macroeconomic and social
protection measures to respond to the COVID-19
crisis
• Missing middle: a new social contract to include
informal and unpaid workers

Total confirmed cases of Covid-19 per country, South Asia

Source: Beltekian et al. (2020)

Containment measures
• South Asian countries have taken a variety of steps to promote
social distancing to avoid burdening fragile health care
systems.
• Responses have ranged in terms of stringency and timing.
• Typical measures included closing schools, cancelling public
events, or closing workspaces, suspending public transport
(Hale, et al. 2020)
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Containment measures
• Containment measures were quickly scaled up from mid-March to
the end of March in most countries.
• India, Sri Lanka, Nepal, Pakistan adopted strict lockdown measures,
leading to a Stringency Index score of 96 out of 100.
• Most countries have announced by end of May some flexibilization
of containment measures.
• The high Stringency Index for India, Pakistan, Sri Lanka, Nepal,
Bangladesh, and the strong containment in Maldives had (and are
having) immediate impacts on the economy and livelihoods.
• Debate on General versus “smart” lockdown (trade-off live and
livelihoods)

Economic consequences of Covid-19
• Covid-19 impinges on economic activity in three main ways:
Negative supply shock - it hits sectors that cannot operate under lockdown (strict or
partial).
Negative demand shock - lower demand for tourism and for export products due the
fall in income of developed countries hit by the COVID-19 crisis but also internal
demand.

Global financial shock - capital withdrawals from emerging markets, increases in
interest costs and currency depreciations.
These shocks are not isolated but interwoven. After the initial supply shock “secondround effects” linked to weak demand and credit shortage have important
consequences for the economic outlook of the region.

The Covid-19 shock and the informal
economy
• In South Asia, informal economy contributes to over 25% of the GDP – ranging
from 18.5% in India 2017 to 35.5% in Sri Lanka (2017).
• Furthermore, informal jobs constitute 88% of total employment in the region
(ILO, 2020).
COVID-19 impacts on the Informal economy:
i.
firms in the informal sector are hard-hit by the crisis;
ii.
informal workers are especially vulnerable to the economic and health
consequences of the crisis;
iii. informal workers and firms alike are harder to reach through policy
measures aimed at alleviating the crisis.

Impact estimates of the crisis on
growth
• To bear in mind: owing to the uncertainty of the development of the
pandemic, the global economic situation, and political environment to come,
any estimate is, at best, speculative (Milanovic 2020).
• Context Pre-COVID-19: South Asia remained one of the fastest growing
regions in the world in 2019 (4.7%). Compared to global growth rates of on
average 2.4% and 3.5% for emerging developing economies.
Estimates of COVID-19 Impact on the GDP:
• Optimistic bias of earlier predictions.
• Early estimates made under uncertainty about the extent of the pandemic
and on the assumption a “V-shaped” recession (quick recovery).
• More recent estimates consider experience of struggling major economies –
lower demand for tourism, import products and fall in remittances.

Impact estimates of the crisis on
poverty
• Due to the COVID-19 crisis poverty estimates have been updated: impact on SDG 1.
• Reduction in economic growth leads to a fall in consumption per capita, thus
increases poverty.
• Poverty impacts of the Covid-crisis in SA are estimated to range between increases
of 1.8 to 2.3 percentage points in poverty headcount ratios with between 32 and 42
million previously non-poor falling into poverty.
• South Asia is projected to account for a significant share of this increase in global
extreme poverty (30% - 50%)

• These estimates are expected to not just represent short-lived increases but feared
to constitute somewhat persistent changes in extreme poverty past 2020.

Impact estimates of the crisis on poverty
Change in Extreme Poverty
Source

South Asian Share in World
Poverty Increase

Relative [percentage
point]

Absolute
[millions]

Valensisi 

1.86

34.6

34%

World Bank (baseline)*

1.76

32

45%

World Bank (downside)*

2.31

42

42%

Laborde et al.

2.32

42.1

29%

Sumner et al. (5%)

2.3

40.5

51%

Notes: data for pessimistic scenario from Figure 9 and 10; *relative changes for World Bank
estimates based on own calculations.

Impact estimates of the crisis
on poverty – country level.
• South Asia countries display considerable heterogeneity in the
prevalence of poverty before the crisis, as well as the pandemic’s impacts
on poverty.
• South Asian countries see impacts ranging from around less
than a percentage point (10 percent) increase in Nepal and a 13 percent
increase in India to 62 percent in Sri Lanka (Laborde et al.)

Impact estimates of the crisis on poverty

Source: Laborde et al. (2020) Total poverty headcounts are reported above bars.

CHANGES IN EXTREME POVERTY DUE
TO COVID-19
• Changes in economic prospects in just the two months between April
and June have given rise to significant increases of poverty
projections in many countries. Especially for India and Pakistan.
• In line with our earlier discussion in the Growth section, there is
lastly still a significant downside risk to these estimates and most
countries could see their poverty rates jump again if growth in the
coming months follows the pessimistic scenario.

CHANGES IN EXTREME POVERTY DUE TO COVID-19

IMPACTS IN EMPLOYMENT DUE TO
COVID-19
• The Covid-19 outbreak has affected certain economic sectors more than
others. In the context of national lockdowns and restrictions to
international commerce, workers that are employed in sectors particularly
at-risk face greater vulnerabilities.
• Economic sectors at high risk include wholesale and retail
trade, manufacturing, real estate and business and
administrative activities, and accommodation and food
services, wholesale and retail trade.
• High prevalence of informality: 50% to 95%
• Extremely high degree of affected labour in total informal labour
(immediate impact)

Composition of Employment according to At-Risk Economic Sector, South Asia

Authors’ elaboration, based on data from ILO (2020d).

SHARE OF INFORMAL EMPLOYMENT IN TOTAL
EMPLOYMENT

IMPACTS IN EMPLOYMENT DUE TO COVID-19

Share of highly affected informal labour in total informal (absolute numbers on top)
Three criteria: sector exposure; size of the firm and stringency of lockdown (business closure).

Monetary and Macro-Financial
Policy Response
• Central banks have provided liquidity and financial
relief to support both (i) firms – prevent bankrupt
and shedding their workforce and (ii) households
and families at risk in terms of their health and
livelihoods.
• The most common and conventional monetary
policy tool has been to reduce policy interest rates
• Polices to enhance credit and liquidity in the
economy through alternative channels: temporary
flexibilization of loans and SME credit/liquidity.

Policy Responses to Covid-19
Monetary Policies Adopted by Central Banks

Countries

Reduction
in policy
interest
rate

Afghanistan

Intervention
in the foreign
exchange
market

Liquidity in
dollars
through
swap lines

Purchase
of public or
Temporary
private
Flexibilization to
securities
loans

X

Bangladesh

X

Bhutan

X

India

X

Maldives
Nepal

Increased
liquidity/
credit to
SMEs

liquidity or
lower reserve
requirements

X

X

X

X

X

X

X

X

X

X

X

X

X

X

X

X
X

X
X

Policy Actions Taken to Enhance Credit and
Liquidity

X

X

Pakistan

X

X

X

Sri Lanka

X

X

X

X

Fiscal Policy Response
• Predominant fiscal response has been to increase public
health budgets
• Tax reductions or deferrals and filling tax deadlines
(including personal or corporate) were the most
common fiscal measure.
• It was followed by debt service deferrals or waivers are
two mechanisms widely used to provide support to
businesses (and workers)
• The most common and conventional monetary policy
tool has been

Fiscal Policy Responses to Covid-19
Increase to Public
Health Spending

Reduction/deferral of
other taxes

Afghanistan

X

X

Bangladesh

X

Countries

X
X

Bhutan

Debt service
deferrals/waivers

X

X

India

X

Maldives

X

Nepal

X

X

Pakistan

X

X

Sri Lanka

X

X

X

Social Protection Response to
COVID-19 crisis

Social Protection Responses to Covid-19
Social Insurance and Labour Market

Country
Afghanistan
Bangladesh
Bhutan
India
Maldives

Nepal
Pakistan
Sri Lanka

Employment
protection

Contributory
pensions

Support
to the self
employed

Social Assistance
in-kind
transfers

cash transfer

subsidies

public
works

social
support
services

Target Groups of Social Protection Responses
to the Pandemic in South Asia
Informal Workers

Formal Workers

Poor and
vulnerable

Afghanistan

X

X

X

Bangladesh

X

X

X

X

Bhutan

X

X

India

X

X

X

X

Maldives

X

X

X

Nepal

X

X

X

Pakistan

X

X

X

Sri Lanka

X

X

X

Countries

children

Women

Elderly
Population

X

X
X

X

X

X

Most commonly used application and
registration mechanisms for new beneficiaries

Benefit Values of Main Social Assistance and Emergency Cash Transfers Programmes
in Response to Covid-19 in South Asia

FLAGSHIP SOCIAL ASSISTANCE
PROGRAMMES COVERAGE IN SOUTH ASIA

Limited Social Insurance

Source: ILO Social Security Indicators and ILO World Social Protection Report (2017-19)

The Missing Middle: Benefits Incidence (Quintiles) for all Social
Protection and Labour Market Polices, by Pre-Transfer Income

Source: World Bank ASPIRE Database.

How to reach the missing
middle
• STRATEGY 1: PROVIDING EMERGENCY SOCIAL ASSISTANCE AND EXPANDING SOCIAL
PROTECTION FLOORS

• The Covid-19 emergency has underscored increasing importance to implement
social protection protections floors with broad coverage in order to mitigate
country-wide shocks by providing assistance to households in need quickly and
efficiently.
• Policies such as universal child grants (UCGs) and expanding social assistance to
non-poor, but unprotected informal workers have gain traction among policymakers in the current context.
• Complementary policies: expanding universal IDs, unifying social registries, and
improve access to finance and bank services to poor and vulnerable groups.

How to reach the missing
middle
• STRATEGY 2: EXTENDING SOCIAL INSURANCE
EMPLOYEDWORKERS

TO INFORMAL AND SELF-

• An important concern for policymakers in the aftermath of Covid-19 is to
promote formalisation in order to reduce the risks of future conjectures and
employment shocks.
• Social insurance schemes for independent workers by opening contributory
social insurance accounts for own-account workers, which can be supported
through public financing to support vulnerable workers.
• Ensure that employers contribute towards the social insurance of “fake” ownaccount workers that are actually hired under informal employment
arrangements.

COMBINING BOTH SOCIAL PROTECTION FLOORS AND EXPANSION OF (SEMI) CONTRIBUTORY SOCIAL INSURANCE SCHEMES

Source: ILO (2019). Box 1.11.

Concluding remarks
• The importance of universal or quasi-universal programmes cannot be minimised
even when different strategies to include informal workers into (subsidised)
contributory schemes are available.
• In particular, the packages proposed to these workers tend to cover fewer branches
(and their related contingencies) of the minimum social security guarantees as spelled
out in the ILO Convention 102. Family/child allowances are not part of the
“simplified” packages for informal workers, which reveals their shortfall to protect
women and children from an income security viewpoint
• Policymakers should consider solutions to both expand social protection floors and
extend social insurance schemes, and, in the process, take into consideration
how social assistance and social insurance programmes can operate in unison
to reach uncovered and vulnerable groups, while providing adequate support for
different contingences in a complementary manner

Universal social protection and the potential for
strengthening the social contract in the context of
COVID-19
25 June 2020

The social contract
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Low and insecure incomes are the norm in South Asia

Development Pathways 50

Social protection systems in South Asia
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Georgia
Mauritius
South Africa
Brazil
Nepal
Timor Leste
Lesotho
Namibia
Mongolia
Maldives
Uzbekistan
Kiribati
Tuvalu
Samoa
Vietnam
Kazakhstan
Egypt
Brunei
Azerbaijan
Kenya
Philippines
Sri Lanka
Bangladesh
Fiji
Thailand
Pakistan
Rwanda
China
Tanzania
Tajikistan
Indonesia
Malaysia
India
Uganda
PNG

Percentage of GDP

Levels of spending on tax-financed social protection in South Asia
Old Age
Survivors
Disability
Children
Unemployment
Poor relief
Other

7%

6%

5%

4%

3%

2%

1%

0%
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Programmes for the poor in South Asia have poor targeting
effectiveness
Bangladesh: Old Age Allowance

India: Old Age Pension

Widespread inaccurate,
unfair and arbitrary
targeting undermines trust
in government……..
Pakistan: BISP

Sri Lanka: Samurdhi

……and, therefore,
undermines the social
contract
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Emergency lifecycle universal transfers as a response to COVID-19

• The IMF has proposed the use of universal transfers,
such as lifecycle social protection schemes, in South
Asia
• The Global Director of Social Protection at the World
Bank argues that countries need to consider universal
social protection entitlements that reach the missing
middle

• The United Nations has called for universal social
protection—which is not only a right expressly
recognised in many human rights instruments, but an
integral part of the SDG Agenda—as a response

Old-fashioned poor relief or inclusive lifecycle system:
Social protection floor
Childhood

Child benefit

Working Age

Old Age

Unemployment and sickness benefits

Old Age
Pension

Maternity benefit

Survivors’ benefit

Disability benefit

Poor Relief

Investing in universal lifecycle transfers as a fiscal response to the
COVID-19 crisis
All children

2%
of
GDP

$5-$20

Every person with a
disability

$20-$50

Every older person

$20-$50
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Who would benefit (directly and indirectly)?
100%
94%

96%

97%

Nepal

Pakistan

92%

91%

Percentage of population

75%

50%

25%

0%
Bangladesh

India

Sri Lanka
Development Pathways 57

Impacts on household consumption resulting from the lifecycle transfers
(among recipients)
Bangladesh

India

Nepal

Pakistan

Sri Lanka

Percentage of pre-COVID-19 household expenditure

90%
80%
70%
60%
50%
40%

30%
20%
10%
0%
Lowest

Decile 2

Decile 3

Decile 4

Decile 5

Decile 6

Decile 7

Decile 8

Decile 9

Highest
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Impacts of COVID-19 on household incomes in Sri Lanka and the mitigation by
lifecycle emergency social protection schemes
Deciles of households
(ranked based on household expenditure)
Decile
2

Decile
3

Decile
4

Decile
5

Decile
6

Decile
7

Decile
8

Decile
9

Top
10%

60
372

Median percentage change in income compared to
the pre-COViD-19 situation

Bottom
10%

50

38

40
30
20

11
10

0
-1

-10

-9

-10

-11

-15

-20
-30

-17

-22
-30

-30

-30

-30

-30

-29

-17
-26

-18
-22

-40

No gov intervention

With lifecycle programmes
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Impacts of lifecycle transfers on economic growth, if given for 6
months during 2020 and continue at cost of 1.5% of GDP each
year

Does Nepal show how universal social protection may begin to help
build the social contract?

Pension age
of eligibility
lowered to 65
years

South Asian governments need to choose between which approach
to social protection they want
CURRENT DEALS!!!
Rolls Royce
inclusive
Toyota
inclusive
social
social
protection
protection
PROMO

Second-hand Lada poor
relief
CLEARANC
E

Reaching the
poorest
Coverage
Administration
Transparency

Child Benefits

Disability Benefits

Coverage

PMT

Pensions

Administration

Workfare

Unemployment
Benefits

Transparency

Anti-Social Registry

Strengthening social contracts in South Asia in the aftermath of the COVID-19 crisis:
the adequacy of social protection responses in the short term and the future role of
universal social protection
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Thank you
Make sure to answer our webinar survey,
available after the session!

+ Become a member of

