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Universal Social Protection (USP) is key to realising inclusive, sustainable growth. It features 
among national and international strategies to promote human development, reduce poverty 
and income insecurity, stimulate productive investments, and enhance social cohesion. In line 
with joint commitments to “implement nationally appropriate social protection systems for all, 
including floors” under UN SDG 1.3 and the ILO Social Protection Floors Recommendation 
No. 202, countries across the world have made significant moves to extend social protection 
coverage for their populations in recent years (ILO, 2020a). Yet, important gaps in coverage 
and adequacy remain, with 55 per cent of the world’s population still unprotected (ILO, 2017). 
These gaps largely stem from underinvestment in social protection systems in the context of 
fiscal constraint, in addition to structural and governance issues. Financing strategies are thus 
indispensable to maintain a sustainable and equitable social protection system that responds to 
shocks and demographic and economic changes. These strategies have gained even more 
importance in the context of the Covid-19 crisis as i) the need for social protection to insure 
against the loss of income due to lockdown measures rises; and ii) financing becomes further 
constrained with resources being allocated to other areas of public expenditure (ILO, 2020b).  
 
The second meeting of the OECD Policy Dialogue on Social Protection and Development (PD-
SPD) aims to provide an interactive platform for member countries of the OECD Development 
Centre and experts in the field of social protection to engage in peer learning, share policy 
experiences and collectively produce knowledge and recommendations for the development of 
innovative financing mechanisms. Session 1 will highlight feasibility and sustainability 
challenges in expanding USP in developing countries; Session 2 will discuss the role of 
domestic resource mobilization and equity in tax systems to improve social protection systems; 
Session 3 will examine what international cooperation can do to support financing social 
protection in times of crisis; and, Session 4 will explore innovative sources of financing social 
protection schemes for non-standard forms of employment in light of COVID-19.  
 
  



 
Session 1: Universal social protection in developing countries: Feasibility and 
sustainability challenges  

Nationally defined, comprehensive, and coherent social protection systems are crucial to 
realizing social protection outcomes for various groups across the world, including workers, 
youth, the elderly, and women. These systems feature social protection floors, ensuring a 
minimum level of protection against risks for all, and provide equitable access to resources and 
social services through a range of mechanisms, including contributory and non-contributory 
schemes, cash or in-kind benefits, programmes to enhance human capital, productive assets, 
and access to jobs. Not only do such policy tools provide income security, reduce poverty and 
improve human development, but by raising household incomes, such policies play a key role 
in stimulating domestic demand, thereby acting in the short-term as automatic stabilisers during 
business cycle downturns and supporting in the long-term the structural transformation of 
national economies (Ulrichs and White-Kaba, 2019). 

Yet, the extension of social protection systems in developing contexts faces feasibility and 
sustainability challenges. Long-term trends are likely to further complicate Universal Social 
Protection implementation in the future: climate change might push 100 million people into 
extreme poverty by 2030 (World Bank, 2020). In parallel, the number of people aged 60 or 
more is projected to double from 2015 to 2050 at the global level. Regions with low pension 
coverage are set to face the highest percentage increase in this demographic: in Africa their 
number will increase from 64 million in 2015 to 226 million in 2050 (United Nations, 2018). 
These dynamics are set to increase demand for social protection related services. 
 
Financing and underinvestment remain the main constraints on the development of USP in 
developing countries, as spending on social protection ranges from 2% of GDP in South Asia 
to 5% in the MENA region compared to 16% of GDP in the Global North (Bastagli, 2013). 
However, it is the fragmentation of social protection that is increasingly challenging the 
expansion of coverage. Roles and responsibilities are often divided across various ministries 
and administrative bodies, resulting in spending inefficiencies, high programme costs, overlaps 
or coverage gaps and uneven flows of information.   
 
A move towards a systems approach to social protection, which aims to increase coherence 
and coordination between programs, may offer up a solution to these challenges (OECD, 2019). 
This approach has the potential to improve efficiency in social spending and free up resources 
for more universal forms of social protection (Schade, La and Pick, 2019). This happens as the 
number of ministries are rationalized, sometimes with the establishment of a single institution 
with oversight of all social protection. Moreover, this approach increases spending efficiency 
by eliminating duplication, combining administrative resources across programs to enhance 
capacity in terms of tax collection and benefit administration, and enabling policymakers to 
prioritize allocations to programmes most effective at reducing poverty  (Barrientos and Lloyd-
Sherlock, 2002; Bastagli, 2013; Ortiz et al., 2017; Durán-Valverde et al., 2019; OECD, 2019; 



 
World Bank, 2019; ILO, 2020). Mexico’s scaling back of regressive food subsidies to finance 
its CCT programme Progresa is a good example of this (Ulrichs and White-Kaba, 2019). A 
systems approach may also lead to the establishment of coherent information infrastructure, 
rendering targeting more efficient, and simplify procedures for determining eligibility and 
processing contributions, thus increasing coverage. Indonesia’s CCT program, Program 
Keluarga Harapan (PKH), for instance, determines eligibility by using a Unified Database, or 
common targeting instrument for all social assistance programmes, thereby linking 
beneficiaries to complementary interventions and maximizing their coverage (OECD, 2019).  
 
Session 2: Domestic resource mobilisation and equity in tax systems (emergency funds 
for social protection in response to shocks vs. long term fiscal space) 
 
In the context of fiscal constraints in low-income countries heightened by Covid-19, it is ever 
more important to develop sustainable financing strategies for social protection. A first 
approach is to expand the fiscal space in a fair and sustainable manner in order to expand non-
contributory schemes. This strategy has the potential of addressing the needs to cover the social 
assistance needs of those incapable of contributing or paying sufficient contributions, including 
in particular women, who on average tend to benefit less from contributory schemes (United 
Nations, 2019). 
 
To this end, tax reforms aiming to broaden the tax base while maintaining tax progressivity 
will be necessary. In contexts where income tax offers an insufficient source of revenues and 
there is a reliance on indirect taxes (Ulrichs and White-Kaba, 2019), a mix of tax instruments, 
such as taxes on corporate profits, financial activities, property, import/exports and natural 
resources, combined with greater efficiency in tax collection and compliance, are promising 
avenues (Durán-Valverde et al., 2019). World Bank estimates show that Sub-Saharan African 
countries, for example, could raise between 3 and 5 percent of GDP in additional revenue 
through reforms focused on enhancing efficiency, utilizing new technologies to improve 
compliance, and generating new sources of revenue (World Bank, 2019b). As the composition 
of financing has been shown to impact poverty and inequality outcomes (OECD, 2016), social 
assistance must be financed in a way that does not place excessive burdens on the poor, such 
as through regressive consumption taxes. 
 
A second approach is to expand contributory schemes to alleviate public expenditure burdens 
related to social assistance, particularly in countries with low tax revenues or competing policy 
priorities and needs (Ortiz, Cummins and Karunanethy, 2017). Simulations from various 
studies demonstrate the untapped capacity of contributory systems to generate additional 
revenue, with low-income countries capable of doubling their contribution levels to 0.8 per 
cent of GDP over the next decade (ILO, 2020b). Considerations of the feasibility of expanding 
social insurance must be taken into account, however. Given that most social insurance 
schemes are not adapted to self-employment and that informality is the norm in developing 



 
countries, participation rates by employees and employers alike are low in practice (Bastagli, 
2013). Efforts to adjust social protection systems to nonstandard forms of work, and inherently 
to formalize workers, will be necessary to expand both fiscal space and the scope of these 
systems. Innovations to facilitate the coverage of informal workers in unemployment 
insurance, for instance, include relaxing minimum thresholds on income for contributions, 
implementing different contribution rates, and adapting the contribution collection schedule to 
account for the income patterns of these workers (Behrendt and Anh Nguyen, 2018). In the 
short-term, governments may strengthen social insurance for informal workers via 
subsidization. In parallel, designing novel incentives for workers and businesses to formalize 
their activities and consequently join contributory schemes can create a virtuous cycle from a 
public finance perspective. 
 
A third approach is to adapt the design of social protection programmes to achieve cost savings. 
By expanding coverage whilst strategically targeting the most disadvantaged and encouraging 
social insurance uptake for those who can afford it, “progressive universalism” may create the 
space needed to fund effective poverty reduction programmes and enhance equity. This can 
take the form of larger benefit packages funded by a range of financing mechanisms from 
which the poor are exempt (Rim and Tassot, 2019; World Bank, 2019a).  
 
Session 3: The role of international cooperation in financing social protection schemes in 
times of crisis (non-contributory and contributory schemes) 

International cooperation has bolstered social protection system development, notably in times 
of crisis, by financing both contributory and non-contributory schemes. As the Covid-19 
pandemic has resulted in a 30% per cent increase in the social protection financing gap, closing 
the annual financing gap in the short-term will require international cooperation to complement 
national financing efforts (ILO, 2020b). Direct budget support, project support, such as the 
financing of contributory and non-contributory schemes, and technical assistance will continue 
to be important tools of international cooperation. A flagship programme established by the 
EU, ILO, UNICEF and the Global Coalition for Social Protection Floors (GCSPF), for 
example, seeks to ensure sustainable financing of social protection systems as well as generate 
best practices for designing social protection schemes in light of Covid-19. More innovative 
proposals for international cooperation on resource mobilization include a Global Fund for 
Social Protection financed by international actors (De Schutter and Sepúlveda, 2012). 
However, as donor financing is unlikely to be sustainable in the long-run, low- and middle-
income countries must plan to transit to a greater reliance on domestic resources, including 
through co-financing with donors (Durán-Valverde et al., 2019). There is also a need to address 
governance issues in terms of a mismatch in priorities and capabilities between donors and 
recipient countries that may reduce the value for money of donor budget support (OECD, 
2019). Enhancing the dialogue between stakeholders can pave the way forward in addressing 
these challenges. 



 
Session 4: Innovative financing for shock responsive social protection  
 
The short-term effects of the global pandemic and the secular increase in natural disasters 
highlight the need for a renewed, holistic approach to social protection in addressing covariate 
shocks. Shock Responsive Social Protection (SRSP, also known as Adaptive Social Protection) 
aims at integrating routine social protection, longer-term risk reduction and resilience building 

efforts in order to face these new risks (Bowen et al. 2020, Longhurst et al. 2021). This 
approach requires specific, innovative financing instruments. Multilateral climate finance is 
already being channelled towards social protection mechanisms aiming at building resilience 
against weather shocks (Longhurst et al. 2021). International solidarity levies such as 
mandatory airline ticket taxes, national lotteries, and voluntary contributions via technology, 
including ‘solidarity’ contributions by consumers, businesses or diasporas, are other examples 
of innovative mechanisms that could be applied to social protection. Furthermore, proposals 
for pooling additional revenue from the sale of carbon emissions allowances, financial 
transaction taxes (UNDP, 2012) and tobacco levies, in the form of a “Solidarity Tobacco 
Contribution” and distributing allocations to internationally defined health objectives, in the 
case of the latter, have emerged  (Bolton, 2017). New taxes may also be earmarked for given 
programs, such as the use of payroll taxes or taxes on gaming corporations to support early 
childhood programmes in Colombia and the Philippines, respectively (Putcha, Upadhyay and 
Burnett, 2016), while results-based aid and social impact bonds can be used to test programmes 
and finance outcomes. Market-based initiatives  around the use of donor funds and/or private 
capital flows can also be developed to stimulate the creation of market opportunities, as with 
the advanced market commitments (AMC) for pneumococcal vaccines. Moreover, debt-related 
initiatives, such as Debt2Health, convert portions of old debt claims into domestic resources 
for health (Bolton, 2017). Finally, migrant remittances to middle-class informal households not 
eligible for social assistance may also be channelled to finance the extension of social insurance 
to informal economy workers (Kolev and La, 2021).  
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