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Introduction 

Social protection has been a concept that has existed since the 1980s and transformed vastly 

alongside the world it was designed to better, taking form in more innovative ways which transcend 

surface-level issues and target systemic problems fuelling poverty. In an increasingly globalised world 

where markets have greatly liberalized, social protection has to continue evolving in order to not leave 

behind the vulnerable. This study guide aims to prompt a discussion on how the economic incentives of 

nations can be balanced with ensuring the wellbeing of its working population.  

A significant characteristic of today’s globalised world is the openness to capital flows and trade 

reform, bringing about heightened trade competition. However, popular support for globalisation today 

does not imply that globalisation, even in the presence of compensation schemes which make it politically 

feasible, improves everyone’s welfare (Mitra and Ranjan 200). While access to global markets has lifted 

billions out of poverty in emerging markets, the benefits have not been equitably distributed, with the effects 

of trade disproportionately harming the lowly skilled. These unequal consequences have contributed to a 

backlash against globalization in developed countries, which now threatens the global trading system and 

access to that system for emerging markets (Harrison 1). It is this resultant backlash that warrants an 

analysis on the systemic issues preventing social mobility to be achieved through global trade. These 

issues underscore the absolute necessity for governmental bodies to be the ones spearheading the 

creation of social protection systems.  

Definition of Key Terms 

Social Protection System 

Social protection is a collection of policies to improve or protect human capital. This ranges from 

labour market interventions, publicly mandated unemployment or old-age insurance to targeted 

income support (qtd. in Devereux and Sabates-Wheeler 3). These serve as reactionary measures 

to levels of “vulnerability, risk and deprivation which are deemed socially unacceptable within a 
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given polity or society” (Norton et al 7). This can in turn manifest as “programs designed to reduce 

poverty and vulnerability by promoting efficient labour markets, diminishing people’s exposure to 

risks, and enhancing their capacity to protect themselves against hazards and interruption/loss of 

income” (qtd in Salleh et al 4).  

International Trade Competition 

Pure or perfect competition is an ideal which can be arrived at upon which all firms sell an identical 

product. All firms are price takers; buyers have complete information about prices (past, present 

and future) of all prices charged by each firm, resources such as labour are perfectly mobile, and 

firms can enter or exit the market without cost (Investopedia). Of course, when applied to 

international trade, the concept of competition becomes murkier. As a general rule of thumb, 

international trade competition can refer to the actions taken by firms in order to maximise their 

market share or profits from trade, usually in relation to helping themselves achieve the ideals 

espoused by the criteria.  

Unemployment Insurance 

Unemployment insurance is an insurance by which people may receive benefits if they have 

faultlessly lost their jobs and meet other eligibility criteria. Workers who voluntarily terminate 

employment, and those who are self-employed, are not eligible for unemployment insurance and 

must use personal funds to cover situations when no work is available. State governments pay 

unemployment insurance from a fund of unemployment taxes collected from employers 

(Investopedia).  

Self-Insurance 

Owning self-insurance means that rather than paying an insurance company, workers pay the 

claims ourselves, using a third-party administrator to process the claims on their behalf. Rather 

than sending our money to an insurance company, the money stays in our budget. The insurance 

coverage itself does not change (Investopedia).  

Intersectoral Transfer 

Intersectoral transfer refers to workers from industries affected by import competition, negative 

price shocks, or any other adverse economic situation joining industries which are unaffected by 

such layoffs.  

Micro-finance 
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Microfinance, also known as microcredit, is a financial service that offers loans, savings and 

insurance to entrepreneurs and small business owners who don't have access to traditional 

sources of capital, such as banks or investors. The goal of microfinancing is to provide individuals 

with money to invest in themselves or their business (Caramela).  

Macro-finance 

Macro-finance focuses on meeting the needs of a section of the economy or the whole economy 

itself, financed by major players such as governments, big corporations, established private 

lenders, and banks, including the central bank. However, these projects only last for a limited tenure 

depending on the type of the project and face possible difficulties in policy implementation 

(Corporate Finance Institute).  

 

Background Information 

This section aims to elucidate the various risks that international trade competition has created in 

labour markets today, creating unwelcome and often severe disruptions to the income stream of the 

working population, prompting a turn towards pernicious self-insurance methods. This is exacerbated by 

the unwillingness of the private sector to provide unemployment insurance (UI). In the context of an 

increasingly volatile global economy susceptible to sporadic fluctuations, universal social protection is all 

the more necessitated to serve as a safety net for the vulnerable.  

Absence of public unemployment insurance market 

The rise of international trade competition has heightened labour market risk. Insurance against 

labour market risk can increase efficiency by promoting the emergence or expansion of more risky jobs 

and industries (Acemoglu and Shimer 895). On the contrary, this lack of insurance can lead to workers 

holding on to less efficient and non-profit-maximising portfolio choices such as holding livestock as a form 

of precautionary saving (Rosenzweig and Wolpin 30) or even using child labour to smooth consumption 

against negative income shocks.  

Self-insurance against such shocks are evidently far from ideal, but there has been little incentive 

for the establishment of a private market for unemployment insurance for two reasons: adverse selection 

and covariant risk problems.  

Adverse selections 

Adverse selections are regarded as individuals intending to quit their jobs buying UI to achieve 

continued financial security, prompting the private sector to not provide insurance knowing the 
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huge influx of claimants. Even in nations where UI benefits are given to those who were laid off 

and not to those who quit proactively, such as the United States, verifying whether a person has 

quit or been laid off could be costlier for the private sector which lacks a comprehensive 

administrative machinery (Mitra and Ranjan 202).  

Covariant risk 

The second and perhaps more compelling reason is the existence of covariant risk. Unlike health, 

fire, auto insurance where the shocks are idiosyncratic and hence unmitigable, UI has to deal with 

aggregate (non‐diversifiable) shocks during recessions or financial crises, as in the case of East 

Asia in 1997, when the sudden floating of the Thai baht, coupled with Thailand’s heavy foreign debt 

burden resulted in currency devaluation across the region. A large aggregate shock can result in 

huge claims bankrupting private providers of UI (Mitra and Ranjan 202). This means that 

governmental agencies would need to intervene and compensate for the failings of the free 

insurance market.  

Increasing efficiencies through addressing market failures 

In addition, social protection is integral in helping workers re-enter the workforce after a crisis. 

When workers devote time and resources to finding a job leading to efficient matches, the match 

can be better for both the firm and the worker. However, job searching is costly and in the absence 

of a complete market for credit due to the aforementioned deterrents against a private UI market, 

a case can be made for the public provision of UI. Thus, subsidizing job search by the unemployed 

through UI would increase social welfare. 

Furthermore, a sector in which a union exists has fewer than optimal number of layoffs as a result 

of import competition or a negative price shock (Barry 101). The reason is that the union tries to 

protect employment and reductions in employment have to be bought from the union for higher 

wages, which prevents the optimal transfer of workers from the declining to the expanding sector. 

Therefore, government financing of severance payments as a form of social protection might aid 

in taking the intersectoral transfer of labour closer to the optimum. 

Ensuring Equity in Resource Distribution 

Recent work by Bardhan (95) argues that income inequality has risen during the period of 

liberalized trade in India and China, despite the fact that poverty has fallen in these countries at the same. 

In addition, existing research has found that trade reforms have reduced the share of wages in output, 

particularly for larger, less-labour intensive firms. However, trade reforms, on average, led to a decline in 

the bargaining power of workers in firms across all size categories (Ahsan and Mitra).  
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In addition, the short-term inevitable consequence of trade competition is the shrinkage of the 

import competing sectors, which almost instantaneously leads to the destruction of jobs in those sectors. 

There is evidence that the short run impact effect of trade liberalization is an increase in the unemployment 

rate, which is followed by an eventual reduction in the steady state of the unemployment rate. Nonetheless, 

the initial ramifications of trade competition warrant governmental action to compensate workers in the 

interim.  

Impacts of trade competition on social protection 

Positive Impacts 

There is a longstanding perception that trade competition often undermines the presence of labour 

legislation and fuels exploitative corporate policies to maximise production. This damages social 

protection systems as unions are depowered and workers’ ability to attain rights decreases. 

Existing policy literature has even criticised how international activism on part of consumer groups 

reduces the incentive for governments to prohibit child labour in formal sectors. (Doepke and 

Zilibotti 1). However, history has shown that social protection systems benefit from international 

trade competition as nations become compelled to emulate the labour policies of its larger trading 

partners.  

Consider the case of France after it adopted regulated night work of women because of domestic 

pressures. Imports became cheaper and exports more expensive as labour standards increased 

the relative cost of labour. To retain its market share, France had to convince its trading partners 

to lower tariffs or raise labour standards. When the Swiss refused, the French retaliated and closed 

their borders to the import of Swiss specialty items, like gruyere cheese. Soon after, the Swiss 

adopted French legislation. Italy, however, was more cooperative in this adoption, prompting the 

French to open up their market to Italian wines and silks in return. French exports rose because 

Italian labour costs were higher and Italian workers were better protected as exports to France 

increased. Countries recognised that better labour laws led to further gains from international trade. 

(Huberman and Meissner). 

Negative Impacts 

Trade liberalisation and increasing factor mobility, referring to the capacity to move labour, capital, 

or land from one production process to another, results in budgetary pressure and limitations, 

enforcing national governments to unrealistic standards of efficiency. Well-intentioned social policy 

interventions are considered to be counterproductive as it “leads to rigidities, distorts the market 

and discourages” (Delsen and Pacolet 3).  
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On the other end of the spectrum, when countries are willing to reduce the social rights of the 

citizens to improve the international competitive position, social dumping becomes a problem. This 

occurs when member states, often regional neighbours, compete with each other by reducing their 

non-wage costs. Multinationals in their location decision consider the “differences in the social 

security systems between the member states and the imperfect coordination between the tax and 

social security systems” (Delsen and Pacolet 3). 

Established producers may threaten to relocate their production, unless the costs increasing social 

measures are softened or abolished in favour of corporate tax cuts. This negatively affects the 

fundability via taxes and contributions and thereby the sustainability of public welfare. This could 

be seen in European Union’s (EU) 1980-1996 period, “characterised by increasing liberalisation 

and more openness, when the corporate income tax rates in the EU member states decreased 

pointing towards downward convergence” (qtd. in Delsen and Pacolet 3).  

Social dumping remains ever so effective to attract capital and foreign direct investments since 

counter measures like compensating adjustments in the exchange rates of the participating 

countries and differing rates of inflation are no longer available (Van Gestel 11).  

 

Major Countries and Organizations Involved 

Asian Development Bank (ADB) 

The Asian Development Bank (ADB) has developed a variety of social protection interventions over 

the years. Since 1985, where social protection projects were only about 1% of the total ADB lending, the 

portfolio has been expanding. In 1998–2000, it represented 13% of the total ADB lending (ADB 31). This 

significant increase is due to the support to safety nets interventions after the 1997 Asian crisis. ADB’s 

more recent focus is to concentrate on developing more comprehensive and effective social protection 

systems to assist developing member countries to reduce poverty and vulnerability. 

An analysis of the areas served shows that ADB has mostly invested in labour markets (39.5% of 

the social protection portfolio), followed by area-based schemes to protect communities (27.5%), and child 

protection interventions (19.5%). It is clear that the ADB’s primary focus is on employment and believes 

strongly in geographical resources affecting one’s likelihood of success. Social insurance and social 

assistance had a lesser share of the portfolio (6.5% and 7% respectively) (ADB 31). Social insurance is 

markedly different from assistance as it does not directly aid beneficiaries; it prepares them for future 

potentiality of adverse shocks.  
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As social protection took on a new urgency at ADB, the need for more effective coordination 

strategies became clear. In October 1998, an interdepartmental working group was formed to explore 

options for ADB’s future interventions in social protection. A framework for operations on social protection 

was developed in July 1999, after close consultations among departments, and was distributed and 

discussed with selected DMC governments, NGOs, and other aid agencies. The following drafts ended in 

a formal submission to the 57 ADB member countries in April 2001, and a consensus was reached on 13 

September 2001, when the ADB Social Protection Strategy was approved (ADB 31). 

International Monetary Fund (IMF)  

 The International Monetary Fund’s involvement in social protection became significant only after 

the global financial crisis of 2008. Then Managing Director Dominique Strauss-Kahn promoted the idea of 

helping countries create or continue a social safety net throughout an IMF-supported program (Strauss-

Kahn). Under his leadership in 2009, the IMF became a collaborating agency in the One UN Social 

Protection Floor Initiative, promoting universal access to essential social transfers and services (IEO 5).  

The IMF has traditionally involved itself in the fiscal policy aspects of social protection, insofar as 

such measures mostly entail public expenditure. It has been a strong advocate for targeting social 

protection benefits to those who need them the most. The IMF has long held the view that subsidies are 

an expensive, distortionary, and inefficient way of protecting the poor, and that direct help to low-income 

groups would normally be the preferred approach. The IMF’s Manual on Best Practices in Price Subsidy 

Reform specifies that a well-designed targeting mechanism should adequately cover the poor while 

minimizing leakage of benefits to the non-poor (Gupta et. al). It also focuses extensively on equity of 

pension reform, ensuring that the low-income earners are aided adequately. In terms of analytical tools, 

IMF staff had access to the World Bank’s Pension Reform Options Simulation Toolkit (PROST) to evaluate 

the financial sustainability of a pension system and the financial impact of alternative reform options (IEO 

12).  

International Labour Organisation (ILO)  

With a total of 31 Conventions adopted over the years, the International Labour Organisation (ILO) 

is the international institution producing the largest number of binding instruments in this field. For this 

reason, ILO social security standards, and notably the landmark Convention No. 102, have come to be 

recognized globally as key references for the design of rights-centric, sound, and sustainable social 

protection schemes and systems. These have been complemented by internationally negotiated policy 

guidelines, which provide a comprehensive framework for the concretization of a rights-based approach 

to social security in national and regional law and practice (Guilbault 6).  
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ILO social security standards are unique: they establish standards that States set for themselves. 

These standards build on good practices and innovative ways of providing enhanced and extended social 

protection in countries from all regions of the world. At the same time, they are built on the notion that there 

is no single perfect model for social security. On the contrary, it is for each society to develop the best 

means of guaranteeing the protection required. This can be achieved through a combination of 

“contributory and non-contributory benefits, general and occupational schemes, compulsory and voluntary 

insurance, and different methods for the administration of benefits”, ensuring flexibility amongst member 

states (Guilbault 7).  

World Bank 

The World Bank’s primary utility lies in the provision of financial aid in fragile states which require 

social protection the most, particularly in areas such as social safety nets, pension reform and energy 

subsidies (IEO 34). It has devised financing mechanisms such as Multi-Donor Trust Funds (MDTF) in 

Sudan and Afghanistan, both of which provide capacity-building support to the government. The former 

mechanism’s Afghanistan Reconstruction Trust Fund (ARTF), for instance, was set up in May 2002 to 

provide support to Afghanistan for the “recurrent costs of the government, such as the salaries of teachers, 

health workers, civilian staff in ministries and provinces, operations, and maintenance expenditures” (IEO 

34).  

The World Bank has also leveraged upon Social Funds to respond rapidly in the aftermath of 

natural disasters in part due to simplified procedures, good management and operational autonomy, and 

the approach itself which takes advantage of a wide range of available implementation capacity (Harvey 

et. al 27). These funds benefit individuals on the ground by providing support for small projects ranging 

from infrastructure and social services to training and microenterprise development, which are typically 

managed by a range of actors, including local governments, NGOs, line ministries, community groups and 

local project committee (Harvey et. al 26).  

 

Timeline of Events 

Date Description of event 

1997 

 

Mexico launched its Conditional Cash Transfer program Progresa to help reduce 

short-term poverty, while giving households incentives to invest in the human 

capital of their children, a plan which has since expanded to over 30 countries. 
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1998 

 

 

The global financial crisis hit East Asia and then the Russian Federation and 

Brazil. Social Safety Nets were created, scaled up, and used as a mitigation 

measure.  

2000 

The World Development Report (WDR), Attacking Poverty: Opportunity, 

Empowerment, and Security, highlighted the need to develop national programs 

to prevent, prepare for, and respond to macro shocks—financial and natural. 

2005 

 

New Bank publication on pensions, Old Age Income Support in the 21st Century: 

An International Perspective on Pension Systems and Reform recognized the 

central role of social pensions in countries’ social protection systems 

 

2008 

The food and fuel crises hit 36 countries, prompting The World Bank to establish 

the Food Crisis Response Program with and initial line of credit of $1.2 billion, 

giving priority to the most fragile states. 

 

2009  

Crisis spreads rapidly through the United States and European financial sectors. 

Major banks draw back on financing for trade and foreign investment. In spite of 

this, the Rapid Social Response Program (RSR) could respond to the crises by 

leveraging the Bank’s own resources 

 

Relevant UN Treaties and Events 

● Income Security Recommendation, 1944 (No. 67). The Recommendation provides overarching 

principles for eight social security contingencies for which monetary benefits should be given, 

affirming the desire to extend social security to all workers.  

● Medical Care Recommendation, 1944 (No. 69). The Recommendation suggests the possibility of 

facilitating medical care through a social insurance medical care service with supplementary 

provision by way of social assistance, or through public medical care. 

● Social Security (Minimum Standards) Convention, 1952 (No. 102). The Convention is a flagship 

ILO Convention as it is the only international accord, premised upon fundamental social security 

principles, that establishes worldwide-agreed minimum standards for all nine branches of social 

security: unemployment benefit, medical care, sickness benefit, employment injury benefit, familiy 

benefit, maternity benefit, invalidity benefit, old-age benefit, and survivors′ benefit. 47 countries 

have ratified the Convention as of October 2010.  
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● Equality of Treatment (Social Security) Convention, 1962 (No. 118). The Convention supports 

equal treatment of nationals and non-nationals in social security, especially for migrant workers. 

37 countries have ratified the Convention as of November 2008. 

● Employment Injury Benefits Convention, 1964 (No. 121), and Recommendation, 1964 (No. 121). 

The Convention contains provisions with regard to benefits in the event of industrial accident and 

occupational diseases.  

● Invalidity, Old-Age and Survivors’ Benefits Convention, 1967 (No. 128), and Recommendation, 

1967 (No. 131). The Convention is a revision of the Old Age Insurance Conventions, the Invalidity 

Insurance Conventions and the Survivor's Insurance Conventions of 1933. Ratifying nations are 

necessitated to protect employees through the provision of invalidity benefit, old age benefit and 

survivor's benefit. 16 countries have ratified the Convention as of November 2008.  

● Medical Care and Sickness Benefits Convention, 1969 (No. 130), and Recommendation, 1969 (No. 

134). The Convention is a revision of the Sickness Insurance Conventions of 1927. The Convention 

recommends rules which inform national legislations protecting employees through the provision 

of curative or preventive medical care and sickness benefits. 15 countries have ratified the 

Convention as of November 2008.  

● Maintenance of Social Security Rights Convention, 1982 (No. 157), and Recommendation, 1983 

(No. 167). The Convention recommends guidelines for adopting national legislation implementing 

the principles of the maintenance of currently accorded rights of migrant workers, using the 

branches of social security covered by the Social Security Convention 1952 as basis.  

● Employment Promotion and Protection against Unemployment Convention, 1988 (No. 168), and 

Recommendation, 1988 (No. 176). The Convention is a revision of the Unemployment Provision 

Convention of 1934. It provides guidelines for employment and unemployment protection, 

examining the methods through which full, productive and freely chosen employment can be 

achieved through benefit provision.  

● Maternity Protection Convention, 2000 (No. 183), and Recommendation, 2000 (No. 191). The 

Convention stipulates rules for the adoption of national legislation for the promotion of wellbeing of 

mothers and children, in particular the protection for pregnancy, the right to maternity leave and 

other related benefits. 15 countries have ratified the Convention as of November 2008.  

● Social Protection Floors Recommendation, 2012 (No. 202). This Recommendation prioritises the 

establishment of national floors of social protection, providing guidance to countries in the 

maintenance of these floors as a fundamental element of their national social security systems and 

the progressive implementation of these strategies.  

● Transformation from the Informal to the Formal Economy Recommendation, 2015 (No. 204). The 

Recommendation elucidates 12 guiding principles supporting the formalisation of the informal 

economy in order through social dialogue, civic participation and economic inclusion of workers, 

realising the vision of Decent Work as a universal safeguard.  
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● Employment and Decent Work for Peace and Resilience Recommendation, 2017 (No. 205). The 

Recommendation encompasses both demand and supply side measures, providing a modular 

and local-resource based approach which focusses on direct job creation and income security 

while factoring the procurement of skills for employability in an increasingly globalised world. 

 

 

 

Previous Attempts to solve the Issue 

While existing solutions as proposed by aforementioned recommendations and international 

bodies have been extensive, it is crucial to note that the effectiveness of formal social security is often 

greatly hampered by the huge demographic of the vulnerable living outside of formal employment. 

Unemployment insurance, occupational pensions, paid maternity, sick leave, disability insurance, and so 

on are inaccessible and even inappropriate for the majority of Africans, who live outside formal employment 

and survive on low and irregular earnings. Western-style social security, which depends on regular 

contributions by wage-earners and employers, reaches only a small minority of citizens in most African 

countries – just 6 per cent of Tanzanians, for instance (qtd. in Devereux and Sabates-Wheeler 16). In 

Uganda, the social security legislation’s benefits only apply to those in formal sectors, and fail to help “the 

80 per cent of the labour force employed in agriculture and associated pursuits who are classified as self-

employed” (qtd. in Devereux and Sabates-Wheeler 16). 

Social Protection Floors 

All countries possess some form of national capacity to fund social protection floors (Pinheiro). 

There are many options, supported by policy statements from the UN and International Financial 

Institutions (IFI) (Pinheiro):  

1. Re-allocating public expenditures 

2. Increasing tax revenues 

3. Expanding social security coverage and contributory revenues 

4. Lobbying for increased aid and transfers 

5. Eliminating illicit financial flows 

6. Using fiscal and foreign exchange reserves, such as Special Drawing Rights (SDRs) 

7. Managing debt: borrowing or restructuring debt 

8. Integrating tolerance to inflation and fiscal deficit  

Provision of Insurance 
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There is increasing interest in the possible use of insurance mechanisms as a form of response to 

food insecurity and disasters. Micro-finance providers have been examining the possibility of extending 

their product range to provide micro-insurance. At a more macro level, some governments have taken out 

‘catastrophe bonds’ against extreme weather events and UN agencies have been piloting weather-based 

insurance indexes (Twigg 240) to ameliorate the problem on a larger scale, hence tackling the solution 

from the top down and the ground up.  

Market based options contracts may present another policy option. In the 2005–2006 agricultural 

season, final food estimates indicated that Malawi would face a food gap of around 400,000 tonnes. In 

response, the government secured additional supplies of maize at a capped price from South Africa via 

an options contract based on the South Africa Futures Exchange (SAFEX) white maize prices. Commodity 

options contracts are typically used to hedge against price volatility (Harvey et. al 27). 

They operate in a similar way to insurance. Payment of a premium is exchanged for the right, but 

not the obligation, to either buy or sell a commodity at a predetermined price for a particular period of time 

into the future. Malawi’s early experience with options contracts was largely positive. (Harvey et. al 28). 

The majority of maize purchased was used to meet humanitarian needs. 

Agriculture and Livestock Programmes 

History has shown that agriculture interventions in fragile states have tended to focus on 

distributions of seeds and tools often without taking their appropriateness into consideration (Levine and 

Chastre 15). Seed vouchers and fairs have recently been used as alternatives to in-kind seed distributions 

and cash support which may also enable local purchase of seeds (Bramel et al 2004). There are, however, 

a much wider range of possible interventions both in terms of projects and policies that could be used to 

support agricultural livelihoods. For example, investments in infrastructure such as irrigation and feeder 

roads and in support to markets may be particularly needed in post conflict contexts where infrastructure 

has been badly eroded and markets weakened (Harvey et al, 2007).  

The Protracted Relief Programme in Zimbabwe has a particular focus on agricultural support 

interventions to support livelihoods in order to ensure that local sectors remain competitive. It relies heavily 

on the distribution of targeted inputs (seeds, fertiliser, small livestock) and complements these with more 

livelihood development focussed interventions such as conservation farming, seed multiplication, nutrition 

gardens, and training. DFID argues that this diverse toolkit of instruments and distribution mechanisms 

(cash, vouchers and fairs and direct distribution) has proven valuable in promoting success (DFID 2007b). 

Fee Waivers 

Public policy measures to reduce the burden of critical expenditure items on household income are 

an instrument that has seldom been used, but has significant potential (Bate and Witter 2003; Bitran and 
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Giedion 2003; Poletti et al 2004; Save the Children UK 2006). An example is policies to waive fees for 

health and education or to expand free schooling and health care which are often major items of 

expenditure for poor households. As Heltberg (2007) notes, ‘vouchers and fee waivers are well suited in 

countries where the cash cost of health or education is high, and it is imperative to exempt disaster-affected 

households from those fees.’ In fragile states where governments are unlikely to have the capacity to 

provide free and accessible health care or education in the short to medium term it reinforces the argument 

for caution in moving too quickly away from donor support to international aid agency led service delivery 

systems which provide at least some level of coverage.  

This DFID funded programme supports 12 major NGOs in a diverse range of activities aimed at 

boosting food production, improving access to water, and providing care to the chronically ill. Technical 

support is provided by UN agencies international agricultural research centres. Agricultural support 

interventions include targeted input distributions, seed multiplication, nutrition gardens and conservation 

farming. Block grants are provided to schools in exchange for fee waivers for orphans and vulnerable 

children. Support is also provided to home-based care, savings and loans, and a range of water and 

sanitation interventions. 

 

Possible Solutions 

Arms Trade Taxes 

At a high-level United Nations Political Forum, director Vinicius Pinheiro proposed several 

innovative sources of financing. One of the presented points were the implementation of Arms Trade 

Taxes, where it was reported that a 10% tax on the international arms trade could accrue up to $5 billion 

USD annually (WHO 2009b). Not only does this further regulate competition of the arms trade, it leverages 

upon the military-industrial complexes in today’s world to procure financing for social protection.  

Airline Ticket Levy  

In a similar vein to the above solution, another way to leverage upon the increasing 

interconnectedness of the world today is to implement an airline ticket levy. Such models have been taken 

by Changi Airport in Singapore, using the levy in the construction of the airport’s fifth terminal (Neo, 2018). 

This levy exists in about 9 countries and is currently earmarked for global health initiative Unitaid (Pinheiro, 

2017).  

School Feeding 
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School meals serve two functions – providing an immediate consumption transfer to children who 

are often malnourished and encouraging children from poor households to attend school even during 

difficult times – school feeding schemes which can be characterised as serving both protective and 

promotive social protection objectives. However, several case studies have confirmed that provision of 

free meals at school increases enrolment and attendance rates and reduces drop-out rates, which are 

shown to be the highest among poorer families. Some school feeding projects have been found to reduce 

gender gaps in education access and attainment, and even to improve learners’ concentration in class 

and their performance in examinations (Bennett 2003). 

Minimum Wage 

Intuitively, introducing minimum wages for workers who are paid very low wages seems an 

attractive policy option for social protection purposes: it reaches low-paid groups, costs little to government 

or donors (since the cost of raising wages is borne by private sector employers), and has both direct 

(income-enhancing) and indirect (multiplier effects) poverty-reducing impacts. Moreover, in addition to 

these “promotive” benefits, this is a “transformative” policy in that it empowers categories of workers who 

are typically either un-unionised and/or have little bargaining power with respect to their employers.  

Despite these various benefits, minimum wages are controversial and vigorously debated, and the 

debate is often characterised as being conducted between opponents of “labour market rigidities” and 

supporters of “fair labour standards”. For instance, where labour markets are dominated by a monopsonist 

(a realistic scenario in many developing countries) a higher wage rate can actually increase aggregate 

employment. The reason is that monopsony employers pay workers less than their marginal value product 

(this is known as ‘Pigovian exploitation’) and hire to a point where the marginal cost of labour exceeds 

labour supply. Thus, forcing the monopsonist to pay a competitive wage raises the supply of labour towards 

a market-clearing equilibrium (Jones 1997: 3). 

Financial Transaction Taxes (FTT) 

Financial Transaction Taxes (FTT) are taxes imposed on transactions in equity markets which are 

highly liquid. These need not be restricted to the financial sector and already exists in some G20 countries 

in other forms. In 2011, the EU estimated that the FTT could raise between €16 - €400 billion, though the 

piece of legislature could not pass due to opposition from Canada. However, the policy had previously 

seen success in 2004, when India introduced a Securities Transaction Tax (STT) in its equity markets 

which applies to both foreign and domestic investors (Singh, 2011). 

Termed as “Terminator Tax,” the STT was strongly opposed by a lobby of speculators, day traders, 

and arbitrageurs. Many of them had predicted that the introduction of STT would bring Indian financial 

markets to a standstill and would dry up liquidity, which turned out to be erroneous. Since 2004, Indian 

authorities have collected sizeable revenue from the STT. During the fiscal year 2009-10, the government’s 
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revenue from STT was Rs. 59940 million ($1.3 billion), a substantial amount in the present times when tax 

revenues are under severe pressure (Singh, 2011). 

Social Funds, Multi-Donor Trust Funds and Others 

These solutions have already been elaborated extensively upon in the “World Bank” section. Using 

funds as a mechanism is decidedly less ideal than those mentioned above as they fail to identify the source 

of the money. Excessive reliance on government agencies to fund universal systems will prove unrealistic 

in the long term. Delegates are encouraged to explore other solutions including sensitising vulnerable 

populations through advocacy campaigns, reforming existing bureaucracies in aid provision systems, 

issuing new Special Drawing Rights (SDR) and encouraging voluntary donations through lotteries and 

percentage of credit card sales (Pinheiro).  
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