CHAPTER 1
Economic Inclusion: A Framework

KEY MESSAGES

Economic inclusion programs focused on extreme poor and vulnerable groups are
being implemented in at least 75 countries. This report presents data and evidence
from 219 programs. Economic inclusion programs are a bundle of coordinated,
multidimensional interventions that support individuals, households, and communities in
their efforts to increase their incomes and assets.

Governments lead program scale-up. Their efforts cover 93 percent of program
beneficiaries surveyed in the report. This carries important implications for design and
implementation.

Women’s economic empowerment is a key feature of program design. Nearly

90 percent of the programs surveyed in this report have a gender focus. Program
design adaptations to promote empowerment and mitigate unintended household and
community risks have emerged.

This report proposes a new framework for governments to strengthen the resilience
of and opportunities for the extreme poor and vulnerable. The framework envisions
the alignment of economic inclusion programs with national institutions, strategies,
and policies.

FUTURE DIRECTIONS

Adapting to changing poverty contexts and megatrends is increasingly important.
Economic inclusion programs are flexible and can be customized to local settings,
and major shocks such as COVID-19 will fundamentally reshape economic inclusion
programs in each country.

Unleashing the productive potential of the extreme poor and vulnerable involves
the removal of multiple constraints. Addressing both external constraints related to
community, local economy, and institutional failures and internal constraints reflecting
intrahousehold dynamics and behavior is critical, although internal constraints are less
well understood.

Improving integrated responses that link the individual and household components
of economic inclusion programs to wider community and local economy processes is
required. As a result, the menu of programmatic responses will likely grow over time as
learning and adaptation continues.
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Introduction

sive economic development and “leave no one behind.” The first challenge

posed by the Sustainable Development Goals (SDG)—to “end poverty in all its
forms everywhere by 2030”—is being seized. A key action under the SDG agenda is
to address this challenge through inclusive and sustainable growth (SDG 8). Economic
inclusion initiatives that seek to do this are proliferating today, and they show strong
potential to build on preexisting national efforts to develop social protection systems
and jobs strategies worldwide.

Emerging evidence, including the experience of the 75 countries reviewed in this
report, illustrates both the potential for and challenges to governments to implement
economic inclusion initiatives at scale. This report features data and evidence from
219 economic inclusion programs across 75 countries, reaching in excess of 92 million
individuals.* This estimate of program reach is considered a lower-bound baseline,
given gaps in the available data, fast-moving project pipelines, and challenges in the
reporting of coverage.

The scale-up of government-led programs is central to the operational surge
around economic inclusion. Government-led programs cover 90 percent of estimated
beneficiaries in this report and half of the programs surveyed. These interventions
represent a diversity of approaches and are sometimes referred to as “productive
inclusion,” “graduation,” or “community-driven” development programs. Common
interventions include a combination of cash or in-kind transfers, skills training or
coaching, access to finance, and links to market support (see box 1.1). Many of these
programs have now reached an important inflection point of expansion and refinement
to address the needs of the poorest.2

The potential to scale-up builds on a promising evidence base and a groundswell
of learning, especially in the nonprofit sector. This report places a spotlight on the role
of evidence and cost-effectiveness linked to economic inclusion programs. The report
recognizes a growing body of research, including the work of the 2019 Nobel laure-
ates in economics.? The rich tapestry of emerging evidence illustrates the capacities—
and limitations—of governments across the globe to implement programs at scale. The
methodology behind the survey of this tapestry of research is found in appendix A,
and details of the review of program impacts are in appendix B. The costing analysis,
covered in chapter 6, is detailed in appendix C. By way of illustration, four country
case studies supporting this report provide firsthand country experiences spanning a
range of contexts from Africa to South Asia to Latin America.

Recent years have witnessed a growing global momentum to strengthen inclu-

A Story of Great Expectations. ..

Expectations to strengthen economic inclusion recognize the persistence of poverty and
“poverty traps” facing the poor. The momentum to scale up occurs in the context of
stubbornly high levels of extreme poverty, whereby poverty becomes self-reinforcing
and perpetual (Barrett, Carter, and Chavas 2019). By 2030, following a business-as-usual
scenario, an estimated 479 million people are projected to be living in extreme poverty,
and the share of global poor living in fragile and conflict-affected countries is expected
to reach 50 percent by 2030 (World Bank 2018). As of September 2020, the fallout from
the coronavirus pandemic raises the possibility of pushing more than 80 million people
into extreme poverty (see spotlight 1). Concerted efforts will be required to mitigate the
economywide or sector-specific downturns created by this pandemic and ultimately to
facilitate the restoration of livelihoods and the recovery of communities.
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An effort to foster changes in the aspirations of the poor can provide an important
impetus for the expansion of economic inclusion programs. A discrete set of literature
considers how poverty lays the foundations for “aspirations failure” among the poor,
causing a “behavioral poverty trap” (Dalton, Ghosal, and Mani 2016). In this scenario,
internal psychological constraints of the poor perpetuate poverty. More recent events
and literature highlight opportunities and challenges related to changing aspirations
among certain cohorts. For example, recent events, including the Arab Spring and
protest movement of unemployed youths in countries of the Organisation for Economic
Co-operation and Development, have contributed to the popular sentiment that access
to employment, earnings, and jobs is an important driver of social cohesion (Wietzke
and McLeod 2012). Across the Africa region, changing population dynamics and tech-
nology diffusion also bring into focus new aspirations of youth populations, particularly
in urban areas (Filmer and Fox 2014).

These changing aspirations put underemployment and jobs at the top of the
development agenda. Yet labor markets remain, for the most part, informal, and
pathways to formal employment for the poorest are very limited. Informal labor is
widespread in developing countries, representing 70 percent of the labor force and
30 percent of the gross domestic product (Loayza 2018). Economic inclusion programs
provide opportunity to address these concerns, with the potential to create links in
the rural economy, across household enterprises, and, increasingly, to modern wage
sectors. In this context, economic inclusion programs provide promise to address the
needs of the extreme poor and vulnerable who have not yet benefited from broader
economic development.

The report focuses deliberately on the economic lives of the extreme poor and
vulnerable and the multiple constraints they face in increasing incomes and assets.
While transformative economic growth will be the ultimate driver of poverty reduc-
tion, it is not automatically inclusive and does not always penetrate the poorest house-
holds (Ravallion, Jolliffe, and Margitic 2018). Further, the needs of specific individuals
within those households are brought to the forefront. For example, women’s economic
empowerment is a key driver of economic inclusion programs, and program design and
adaptation focuses on the productive role of the woman in a household and community
(see spotlight 2). Similarly, efforts to address the needs of youth cohorts are important,
for youths increasingly lack pathways to formal employment and will require support
as “own account” workers in the labor market (see chapter 3).

To respond to growing expectations around economic inclusion programs, govern-
ments must navigate a range of political economy challenges. While economic
inclusion programs may garner strong support in principle, in practice competing
preferences and incentives shape the policy arena. As programs move to scale, there
will be several trade-offs inherent in policy choices, such as how scarce resources are
distributed across different population groups (see chapter 2). In this context, a logical
starting point for many governments is to customize existing antipoverty programs to
address economic inclusion priorities. At the center of this customization is an effort
to build on existing systems, policies, and capacities and ultimately to deliver cost-
effective interventions at a reasonable level of scale.

In this report, we classify three primary entry points through which governments can
customize existing antipoverty programs and scale up economic inclusion:

1. Social safety nets (SSNs)
2. Livelihoods and jobs (L&J)
3. Financial inclusion (FI)

While these entry points are not mutually exclusive, they do provide a foundation
on which investments can be built and broader sectoral collaborations can be achieved.
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The report draws attention to the strong links between social protection and jobs,
building on the considerable expansion of SSNs across the world. SSN programs—
especially cash transfers—now reach about one-fifth of all households in low-income
countries and represent approximately 26 percent of the income of the poorest.

As social protection systems mature, opportunities to strengthen broader sector links
become an imperative and critical to supporting mesolevel integration of economic
inclusion programs with other sectoral interventions, for example, agriculture, health
and sanitation, and environmental health and management.

... and Some Skepticism

While country adaptations, evaluations, and analyses provide direction in strengthen-
ing economic inclusion for the poor, the absence of a common framework and consis-
tent terminology risks efforts to scale up. This report tackles this challenge by providing
a set of definitions, a typology of approaches, and a framework for action. These tools
draw from a variety of sector experience and survey data collected for the report,
including its four case studies. Some core definitions are explained in box 1.1; these are
expanded on throughout the report. A more detailed glossary of key terms is included
at the back of the report.

BOX 1.1 Defining Terms: What We Mean by Economic Inclusion and Scale

Economic inclusion: This report considers economic inclusion as the gradual integration of
individuals and households into broader economic and community development processes.
This integration is achieved by addressing multiple constraints or structural barriers faced
by the poor at different levels: the household (for example, human and physical capacity),
the community (social norms), the local economy (access to markets and services), and
formal institutions (access to political and administrative structures). Throughout the report,
these constraints are viewed as simultaneous and often inseparable. They are viewed as
impacting extreme poor and vulnerable groups most intensively.

Economic inclusion programs are a bundle of coordinated, multidimensional interventions
that support individuals, households, and communities to increase their incomes

and assets. Economic inclusion programs therefore aim to facilitate the dual goal of
strengthening resilience and opportunities for individuals and households who are poor.
These goals are met through strengthening community and local economy links. The term
economic inclusion is sometimes used interchangeably with the term productive inclusion.

Scale: Scaling up is the process by which a program shown to be effective on a small scale
or under controlled conditions or both is expanded, replicated, and adapted into broader
policy and programming. Scale-up may also be driven without prior piloting and testing,
and often in response to a political decision or directive. It is not simply about coverage—
the number of beneficiaries served by the program in relation to the total population of
the country—but also about quality—of impact and sustainability of coverage as well as
processes of change and adaptation. Economic inclusion at scale therefore considers the
programmatic and institutional mechanics required to embed programs at the national
level through large-scale antipoverty programs, led by governments with clear alignment
to national strategies, partnership development, and underlying political economy
considerations. In this report, entry points to scaling up are the foundational elements on
which other measures are subsequently layered: social safety nets, livelihoods and jobs,
and financial inclusion.
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Key debates boil down to feasibility. Economic inclusion programs may be
considered too complex and too costly to operate at scale. Governments in many
countries, especially in low-income settings, will face capacity constraints to admin-
ister and manage multidimensional and cross-sector interventions. Across a broad
strand of literature, many of these debates have concerned “graduation” programs,
implemented largely by nonprofit organizations (see chapters 2 and 3). These
programs have generated discussion and controversy regarding their complexity,
targeting efficacy, cost-effectiveness, capacity requirements, and conceptual under-
pinnings (Soares and Orton 2017; Devereux and Sabates-Wheeler 2015; Sulaiman
et al. 2016). More broadly, the time-bound nature of many economic inclusion
programs may be considered at odds with the notions of social protection as a right
and universal social protection across a continuum of needs. These challenges are
explored throughout chapters 3 and 4.

There is ongoing debate surrounding the impact and cost-effectiveness of economic
inclusion approaches—two topics that take center stage in chapters 5 and 6. A wide
range of literature is reviewed in chapter 5, which unpacks the promising evidence base
for economic inclusion programs. This evidence base—much of it drawn from nonprofit
program implementation—has helped operationalize the agenda on economic inclu-
sion, despite concerns related to the heterogeneity and size of program impacts. Over
the next two years, a wave of new impact and process evaluations are anticipated from
national programs that will inform this debate. Much debate focuses on the marginal
impact of high-cost components and options for effectively customizing the bundle of
interventions for different target groups. Chapter 6 explores these debates, highlighting
options for improved costing analysis and cost optimization. It is in this context that
the report sets out to identify key directions for the next generation of economic inclu-
sion programs, as well as deciphering which expectations of the debate are misplaced
or well-founded.

A Framework to Transform Economic Lives

A central contribution of this report is a framework to consider the pathways for
scaling up economic inclusion programs that strengthen resilience and opportu-
nities so that beneficiaries can better participate in the local economy. The frame-
work (see figure 1.1) illustrates an overall context and response diagnostic linked
to a desired set of outcomes at the household and community level as well as to
government systems. The framework was developed iteratively using findings from
the underlying report survey, stakeholder consultations, and available literature.
This framework represents a baseline designed to inform ongoing discussion. This
section introduces the framework applied throughout the report, with the subse-
duent sections summarizing each aspect of the framework.

The starting point of this framework is the central challenge of transform-
ing the economic lives of the poor. While this report focuses on economic inclu-
sion programs targeted to the extreme poor or vulnerable, it is recognized
that economic inclusion programs can be of benefit to a range of population
segments across different economic strata. It is also recognized that governments
will face competing demands across those population segments. When implemented
at scale, adjusting a program approach and weighing trade-offs between serv-
ing one group or another are often required. This discussion is carried forward in
chapter 2.

The framework centers on the potential to effect change in a government
landscape, requiring clear alignment to national institutions, strategies, and policies.
This framework is anchored by considerations of the entry points through which
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FIGURE 1.1 Pathways to Economic Inclusion at Scale: A Framework
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governments can customize existing antipoverty programs and the adaptations to scale.
The entry points to scale are the foundational elements on which other measures are
layered: SSNs, L&J, and FI. Adaptations to scaling up involve the programmatic and
institutional means by which programs evolve and grow, all filtered through a political
economy lens.

In presenting this framework, certain limitations are worth bearing in mind.

e First, economic inclusion at scale is not a “silver bullet.” The framework advances
a household and local economy perspective best situated in a wider government
response to address poverty. Therefore, household- and local-level economic inclu-
sion strategies need to be mindful of, and ideally complement, those national and
mid-level investments that greatly influence welfare outcomes.

e Second, the framework masks the considerable heterogeneity that defines economic

inclusion programs across different country settings. As noted throughout the report,
the starting point and trajectory of different population groups, and in different
operating contexts, will shape program design and implementation choices. For
example, the program objectives and core target populations will vary between a
middle-income national context and a low-income fragile one. In the end, program
impacts will also vary for different types of programs, for similar programs in differ-
ent contexts, and for the same program across different population groups. Factors
that drive impact will depend on the ecosystem in which programs operate—on both
market- and community-level factors—and on the characteristics of participating
households and individuals.

Third, the engagement of local community and nongovernmental structures is critical
in the execution of this framework. The relative complexity of economic inclusion
programs requires the involvement of multiple program partners, including commu-
nity groups, nongovernmental organizations (NGOs) and private sector organiza-
tions. As elaborated in chapter 3, there is a wide range of nongovernment experience
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in the execution and support of economic inclusion programs. At the same time,
several nongovernment-led programs operate outside of national systems, often
where capacities are weak, conflict or fragility abound, or political will is absent.
In some cases, continued nongovernmental programming may reflect a path depen-
dency or reluctance for adaptation.

Goal and Outcomes

The goal and outcomes of the framework (figure 1.1) must be seen against a back-
drop of dynamic poverty, tumultuous economic factors, and political economy
constraints. This section considers the broad poverty and economic trends under-
pinning the framework and previews a broader political economy discussion in
chapter 2. Megatrends potentially shaping the direction of economic inclusion
programs are highlighted.

Shifting poverty dynamics bring into focus the potential value of tailored economic
inclusion programs to improve resilience and opportunities for the poorest. Global
poverty has steadily declined for many decades, but that decline is now narrowing,
and trends are seeing a reversal for the first time since 1998 (see figure 1.2). Before
COVID-19, the world already faced a daunting poverty outlook: continuing with busi-
ness as usual, an estimated 479 million people were facing extreme poverty by 2030
(World Bank 2018). These estimates mask substantial variations across regions and
contexts. Poverty rates remain stubbornly high in low-income countries, particularly
those affected by conflict and political upheaval. By 2030, it is predicted that 87 percent
of the extreme poor worldwide will be in Sub-Saharan Africa (see figure 1.2). A simi-
lar trajectory is likely for countries affected by fragility and conflict, with poverty rates
stuck at over 40 percent for the past decade and where up to two-thirds of the world’s
extreme poor may reside by 2030 (Corral Rodas et al. 2020).

In the new COVID-19 context, the ongoing crisis will erase almost all the prog-
ress made in the past five years—thereby compounding existing challenges in rural
and fragile settings and raising demand from the “new poor,” urban economies, and
migrant populations (World Bank 2020). The World Bank estimates that 70 to 100
million more people will fall into extreme poverty (under $1.90 per day) in 2020
compared to 2019 as a result of COVID-19, depending on assumptions on the magni-
tude of the economic shock. The global extreme poverty rate could rise by 0.3 to 0.7
percentage points, to around 9 percent, in 2020. Additionally, the percentage of people
living on less than $3.20 a day could rise by 0.3 to 1.7 percentage points, to 23 percent
or higher, an increase of some 40 to 150 million people. Finally, the percentage of
people living on less than $5.50 a day could rise by 0.4 to 1.9 percentage points, to 42
percent or higher, an increase of around 70 to 180 million people. It is important to
note that these poverty projections are highly volatile and could differ greatly across
countries.

High and, in some cases, rising levels of inequality threaten to dilute shared pros-
perity and reduce opportunities in many countries for the poor to move out of poverty.
Although evidence points to a slight recent decline in total global inequality (Revenga
and Dooley 2019), inequality within the world’s economies is greater today than it
was 25 years ago, and it is increasing, although at disparate rates. Notwithstanding
improved living standards for people in the bottom 40 percent of the income range
over recent decades, relatively more income is being captured by the highest quintiles.
Between 1980 and 2016, the global share of income held by the top 1 percent grew
from 16 percent to more than 20 percent, while the share held by the bottom 50 percent
of the world’s population remained stagnant at around 9 percent (Alvaredo et al. 2018).
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FIGURE 1.2 Global Extreme Poverty by Region (1990-2030) and the Impact of the COVID-19 Crisis
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Moreover, countries with high rates of poverty, most of which are in Sub-Saharan
Africa, have seen the lowest income growth among the bottom 40 percent, while
average incomes have stagnated or even declined in countries affected by fragility or
conflict (World Bank 2018). The bottom 40 percent live disproportionally in rural areas,
attain less education, and are more likely to be children.

Finally, informal employment and underemployment cast a long shadow on how
economic inclusion programs are likely to evolve. Sixty percent of the world’s popu-
lation make their living in the informal economy, including more than 85 percent of
the population in Africa (ILO 2018). The agriculture sector accounts for 68 percent
of work in low-income countries (Djankov et al. 2018), where the rural landless poor
are commonly employed in low-paid, insecure activities. Informality also character-
izes urban poverty, a critical concern as urban populations are projected to more than
double by 2050—with cities in Africa to double in size faster, over the next 20 years
(Djankov et al. 2018; Kharas et al. 2020). In the context of burgeoning youth popula-
tions and the search for effective strategies to address underemployment, these fore-
casts may have serious implications for economic inclusion programs.

The framework focuses on enhancing resilience and opportunity for the poor.

® Resilience refers to the strengthened ability of a household to manage risk and
respond to and cope with sudden shocks that are likely to overwhelm them. When
income and assets increase through economic inclusion, households can maintain
consumption and avoid the need to resort to costly and often irreversible coping
strategies, such as selling their most productive assets at fire-sale prices or sending
children to work rather than to school (Ralston, Andrews, and Hsiao 2017). More
resilient households can also generate positive externalities for communities by
contributing to local economic recovery in the aftermath of shocks.

* Opportunity refers to the capacity of households in economic inclusion programs
to capture and capitalize on investments that improve human capital outcomes
and that they would otherwise miss (Hernandez 2020; Ralston, Andrews, and
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Hsiao 2017). Such investments can help to propel individuals and households out
of poverty through improved productivity and access to jobs (World Bank 2012).
Capturing better opportunities can also contribute to broader household gains,
including for children, such as improved consumption, nutrition, and education.

In this overall context, the framework and broader report focus on two outcomes
of interest.

e First, they focus on increasing incomes and assets of individuals, households, and
commaunities. The programs surveyed for this report typically use household-level
targeting criteria, reflecting the design intent of the initiative and a contextually
appropriate means of determining eligibility. Interventions at the individual level are
an important feature of economic inclusion programs but are typically devised to
account for intrahousehold dynamics (for example, engagement of male household
members as well as consideration for care and other work burdens). An additional
feature across programs is the engagement of local communities and, increasingly,
links to local market structures. Economic inclusion programs by nature leverage
community structures and groups, including informal community savings and credit
groups, local governance groups, formalized producer organizations, and different
group cohorts (for example, youths). A policy implication emerges that suggests
that successful economic inclusion at scale will be contingent on effective mesolevel
links—a theme that is further assessed in spotlight 3 and later chapters.

e Second, the framework and report focus on strengthening government systems for
improved program delivery as well as fiscal and policy coherence. The report focuses
squarely on the potential to link economic inclusion programs to national poli-
cies and strategies such as, for example, social protection and L&]J strategies. These
different sector entry points are not simply additional features of economic inclusion
programs, but rather sine qua nons, essential conditions, without which government
programs will not be sustainable. These systems provide a basis on which programs
can be scaled and customized. Chapter 2 explores the political economy consider-
ations and the broad set of policy decisions and trade-offs that will help shape the
interventions that are devised. This has important institutional implications, since
the successful scale-up of economic inclusion programs will require careful coor-
dination across government at different levels: the central, decentralized, and local
levels, as discussed further in chapters 3 and 4.

Context and Response: Customizing to Local Settings

The framework is influenced by the poverty trap hypothesis, which explains conditions
under which poverty becomes self-reinforcing and perpetual. While recent decades
have seen hundreds of millions escape dire poverty and premature death (Deaton
2013), extreme poverty continues to persist, alongside increasing inequality both in and
between countries. According to the poverty trap hypothesis, the poorest population
groups have fundamentally different opportunities than other people as a result of their
poverty (Parry, Burgess, and Bandiera 2020; Balboni et al. 2020). The poor face multiple
constraints to improving their earning opportunities and assets, such as low levels of
human capital and limited access to productive inputs. This is compounded by frequent
exposure to uninsured risks, both man-made and natural (Dercon 2008), and a reduc-
tion in cognitive bandwidth that impairs decision-making (Mani et al. 2013; Haushofer
and Fehr 2014; Mullainathan and Shafir 2013). In combination, these factors can trap
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individuals, households, communities, and economies in poverty, perpetuating a cycle
that limits investments to low-productivity endeavors.

A central argument of the framework is that the poor and vulnerable encounter-
ing poverty traps face multiple constraints, around which a multidimensional response
is required. The framework proposes that multiple constraints fall on these popula-
tions with the greatest force, and often simultaneously. Multiple constraints impede
the ability of the poor to improve their earning opportunities not only in the short
run—whether through wage employment or self-employment—but also over the longer
term. This is an area of extensive research and operational focus (for example, Daidone
et al. 2019; Barrientos 2012; FAO 2015). Recent empirical evidence suggests that an
intervention that provides an initial amount of capital above a critical threshold ulti-
mately determines whether households can capture higher productivity opportunities
and progress out of poverty. These findings suggest that large enough transfers or “big
push” approaches have the potential to permanently move individuals to a higher level
of wealth (Parry, Burgess, and Bandiera 2020).

This report considers four domains that highlight the external and internal
constraints that may limit the economic lives of the poor (figure 1.3).

1. The first set of constraints that beneficiaries may face is at the individual and
household levels, human and physical capacity constraints that limit their income-
generating potential. These include human capital (including cognitive, noncogni-
tive, and technical skills); physical and financial capital (including durable assets,
land, savings, and insurance); and social capital. In addition, intrahousehold dynam-
ics that shape aspirations and determine distribution of time use, labor supply, and
resources can be a significant constraint for some individuals, especially women and
people with disabilities.

2. A second set of constraints concerns aspects at the commaunity level (such as social
norms and gender expectations, as well as local infrastructure, connectivity, and
exposure to disaster risk), which may affect some groups or all households in the
community. These constraints may vary significantly across communities and across
groups in communities.

3. A third set of constraints occurs in the local economy. This includes underly-
ing factors that constrain opportunities for economic growth, such as proximity
to physical markets, regional market depth, access to connective infrastructures,
and production inputs. Many of the world’s extremely poor live in isolated, rural
localities where access to local and regional markets is limited.

4. The fourth constraint involves formal institutions. It includes institutional and
government failures, including lack of access to political and administrative
structures as well as civil society organizations and NGO networks. Throughout the
report, these constraints are viewed as simultaneous and often inseparable. They are
viewed as impacting most intensively the extreme poor and vulnerable, for whom
these interlocking deprivations can create poverty traps.

Under this framework, constraints facing women are of special concern and
are further discussed in firsthand country experiences cited in the case stud-
ies. Experience suggests that economic inclusion efforts have strong potential to
strengthen women’s economic empowerment through intentionally designed programs
and specific adaptations in program delivery, for instance, hiring female commu-
nity facilitators. However, realizing empowerment opportunities at scale presents
operational challenges. Adverse effects of targeting women for economic empower-
ment programs may include exacerbated time poverty, because women’s usual care
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FIGURE 1.3 Overcoming Constraints to Economic Inclusion: Four Domains
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responsibilities are not commensurately reduced. In addition, there may be short-term
increases in intimate-partner violence, due to perceived threats to traditional masculin-
ity and gender roles (Laszlo 2019). Considerable innovation is ongoing in this domain,
as reflected throughout the report, including in spotlight 2, “Promoting Women’s
Economic Empowerment through Economic Inclusion.”

The framework proposes a bundled package of interventions that supports the
poorest and most vulnerable households to tackle multiple constraints. While the
measures will vary considerably across countries and contexts—often shaped by
specific megatrends (see box 1.2)—the report identifies a common set of multidimen-
sional interventions, which may include some form of cash or in-kind transfer, skills
training or coaching, access to finance, and, increasingly, links to market support.
These interventions may be delivered in a time-bound capacity and a deliberately
sequenced manner. This design response is informed by observed experiences in grad-
uation-focused programs, although economic inclusion extends significantly beyond
a graduation framework (see chapter 2). It is also informed by ongoing experiences
across broader sectors and program areas, for example, SSNs, community-driven
development programs, rural livelihood, and environmental management.

The underlying assumption is that a comprehensive suite of interventions has
greater and more sustained impact on income, assets, and well-being relative to stand-
alone interventions. For instance, common constraints to setting up a microenterprise
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BOX 1.2 Megatrends Driving the Future Direction of Economic Inclusion at the
Country Level

This report considers megatrends as structural shifts that are long term in nature and
have irreversible consequences for economies and societies at large. Two overarching
megatrends are patterns in extreme poverty and informality, highlighted throughout this
report. The report also acknowledges four other megatrends that will directly impact
country-level program design and implementation for economic inclusion programs:
human capital formation, demographic trends, shock sensitivity, and technological
innovation.

Human capital formation: Shortfalls in health and education among children today
have substantial implications for national economies and the productivity of the next
generation of workers. A child born in a country at the 25th percentile of the global
distribution of education and health will, upon reaching adulthood, be only 43 percent
as productive as a child with a full education and good health (Gatti et al. 2018).
Evidence shows that economic inclusion and human capital are closely intertwined,
with important intergenerational consequences.

Enhanced human capital can strengthen the impact of economic inclusion programs
on wages and productivity, because beneficiaries are then better placed to exercise
agency, access and process information, and take risks in productive investments.
Conversely, participation in economic inclusion can strengthen a beneficiary’s human
capital through improved skills, agency, and networks, while earnings can be invested
in their own as well as their families’ human capital. Accrued income can also militate
against negative coping mechanisms during times of crisis, for instance, by allowing
children to remain in school and for household health and nutrition needs to be met.

Population dynamics with specific impacts on urbanization: The total population in
the world will reach almost 10 billion by 2050, compared to around 7.7 billion in 2019
(UNDESA 2019a). Sub-Saharan Africa is projected to double by 2050 due to its higher
fertility rate, while Eastern and Southeastern Asia will experience a modest 3 percent
increase (Suzuki 2019; UNDESA 2019a). This raises challenges because people living
in extreme poverty are disproportionately rural, female, and children. Furthermore,

the global population is getting older, with the number of people over 65 expected to
double to more than 1.5 billion by 2050. The least developed countries will experience
the fastest increase in this regard (UNDESA 2020).? Lastly, all the population growth
between 2018 and 2050 is projected to take place in urban areas that will inevitably be
situated in the poorest economies (UNDESA 2019b). While urbanization has generally
been conducive to economic growth, pro-poor policies in the urban context will be
needed to harness this trend toward shared prosperity.

Shock sensitivity, fragility, and conflict: As recent events have made clear,
programming for economic inclusion cannot be divorced from the vagaries of external
shocks and vulnerability. Beyond the current COVID-19 context, the direction and
nature of economic inclusion programs will also be shaped by different types of shocks,
including economic shocks as well as underlying fragility due to conflict or climate
change. In 2015, 54 percent of those living in fragile and conflict affected situations
(FCS) were in Sub-Saharan Africa (World Bank 2018). While extreme poverty in FCS
economies declined sharply between 2005 and 2011, the poverty rate has since

(Box continues next page)
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BOX 1.2 Megatrends Driving the Future Direction of Economic Inclusion at the
Country Level (continued)

stagnated, and the share of the global poor living in FCS has steadily increased since
2010, amounting to 23.2 percent of the world’s extreme poor. The report Financing the
End of Extreme Poverty identifies 30 countries that are most at risk of not meeting the
2030 goal of eradicating extreme poverty (Manuel et al. 2018). Of these countries, 23
with economic inclusion interventions are featured in this report. One strong implication
is the need not only for program adaptability and flexibility to withstand shocks but to
adapt program design in the context of dynamic, short- and medium-term needs.

Technology adoption: Rapid adoption of technology and the increasing use of mobile
phones, which allow people in developing countries to become more connected,

is proving to be an enormous opportunity. Today there are more mobile phone
subscriptions in the world than people, with over 50 percent of the global population
having access to broadband internet (ITU 2018). Additionally, there are now over

1 billion registered mobile money accounts globally, helping increase financial inclusion
(GSMA 2019). While such rapid adoption has the potential to bring about positive
change, it can also exacerbate existing inequalities and introduce new vulnerabilities.
It is important to note that a digital divide persists—half of the world’s population is still
offline. Most of these people live in developing countries, and increasingly they are
women (World Bank 2016; ITU 2019).

a. The group of least developed countries consists of 47 countries. More information can be found on
the website of the United Nations Office of the High Representative for the Least Developed Countries,
Landlocked Developing Countries and the Small Island Developing States, http://unohrlls.org/about-ldcs/.

include inadequate business knowledge or skills, lack of finance, imperfect insurance,
and limited social networks. While stand-alone interventions can also impact incomes,
assets, and resilience, a single intervention—such as a regular cash transfer alone, busi-
ness training alone, or access to finance alone—may not necessarily help those facing
multiple constraints or would do so to a lesser extent. Evidence of the marginal impact
of these stand-alone interventions as compared with a coordinated package is emerging
and is further addressed in chapter 5.

Entry Points and Adaptations: Moving to Scale

The report considers strategic entry points to scale as well as key programmatic and
institutional adaptations to ensure the success of programs. These mechanisms are
now briefly introduced here and expanded throughout chapters 2, 3, and 4. They also
inform the case study summaries presented in the report.

Although economic inclusion programs are multidimensional, they generally
include a foundational intervention that acts as the primary entry point, with other
measures subsequently layered on top. Drawing on the survey of programs undertaken
for this report, three core entry points are identified. These entry points are not mutu-
ally exclusive and entail a strong overlap. Chapter 2 considers the following primary
entry points in further detail:

e Leveraging social safety net interventions: As countries expand the coverage and
financing of SSN programs, in particular, cash transfers—the terms safety nets—plus
or cash-plus are gaining prominence. The plus indicates the potential to complement
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cash with additional inputs, service components, or links to external services.
Economic inclusion is a key driver of the SSN-plus agenda, showing particular prom-
ise to maximize impacts on incomes and productivity. The continuous provision

of SSNs and the incorporation of beneficiaries into a social protection system is a
potential game changer in the design of economic inclusion programs. It implies

a shift from one-off and time-bound interventions to a more regularized system

of support with the potential for refresher interventions along the way. This also

has the potential to reframe expectations around the sustainability and long-term
impacts of such programs.

e [ntegrating strategies to promote more and better livelihoods and jobs: For the poor-
est and most vulnerable, access to employment tends to be informal, risky, and
often limited by constraints to labor supply—human capital, including education,
skills, and networks—and labor demand—business environment, including access
to finance, infrastructure, technology, and markets. An increasing number of L&J
programs focus on removing barriers that keep the extreme poor and vulnerable
(for example, poor households in rural or urban areas that include youths, refugees,
and women) from participating in the local economy and in higher productivity
jobs. Economic inclusion approaches to L&J strategies for the poorest are shaped by
thinking about sustainable livelihoods (risk management, community-driven devel-
opment, and local economic development strategies) and, more recently, on the
changing nature of work. Notwithstanding challenges, economic inclusion programs
have the potential to leverage both formal and informal wage employment opportu-
nities, including through public works and value chain development.

e Strengthening financial inclusion and payment systems: Many poor population
segments tend to be excluded from financial services, including credit, savings,
insurance, and e-payments or mobile money. Financial inclusion, through the use
of savings groups, formal banking services, microcredit, government-to-person
payments, and so on, has the potential to improve resilience and opportunities for
the extreme poor and the vulnerable, particularly women. An increasing propor-
tion of countries are using mechanisms to deliver social protection transfers directly
to bank accounts, electronically or otherwise, creating an entry point to bring
people into the formal financial sector and offering a pathway to a broader range
of financial services, including savings and credit. More recently, digital services
have lowered the cost of connecting excluded groups to the formal financial system,
using new technologies and business models such as pay-as-you-go asset finance
and fintech.

Because of the multidimensional nature of economic inclusion programs, there
may be considerable overlap between the entry points to scale. Most programs have a
secondary entry point that balances the emphasis of the focus of an intervention. For
instance, an economic inclusion program with an SSN at its core may overlap with an
FI intervention—the former being the primary intervention and the latter being the
secondary. There tends to be strong overlap across SSN and L&J interventions, often
reflecting common objectives around income diversification and productivity. Moving
to scale will therefore involve linking and integrating different interventions and
programs across the various entry points.

As programs scale up, they will be strongly shaped by each country’s politi-
cal realities and customized along several policy and institutional dimensions (see
chapters 2 and 4). Economic inclusion at scale must consider several programmatic
and institutional mechanisms required to embed programs at the national level. As
noted previously, the report focuses on the scale-up of economic inclusion programs
through large-scale antipoverty programs led by governments, with clear alignment
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to national strategies, partnership development, and underlying political economy
considerations.

The concept of scaling up is the process by which a program shown to be effec-
tive on a small scale or under controlled conditions or both is expanded, replicated,
and adapted into broader policy and programming. Scaling up is about quality of
impact, scale, and sustainability, as well as processes of change and adaptation; the
concept goes beyond a functional consideration of coverage. Chapter 4 continues
this discussion by considering country-level progress on five different dimensions of
scale:

e (Coverage

e Functional expansion

e Policy and strategy formulation
¢ Organizational reform

® Operational planning

Future Directions

The flexibility of economic inclusion programs to serve different target groups

and contexts is a key feature of this report. Going forward, further emphasis on
the adaptive nature of economic inclusion programs reflecting changing poverty
contexts and megatrends (such as demographics, urbanization, and technology) is
important to enhancing the resilience of and opportunity for the poor. At the time
of writing in autumn 2020, living history reminds us that major shocks (COVID-19)
have the potential to fundamentally reshape economic inclusion programs at the
country level. It is important to recognize the principle that no single blueprint can
be wholly replicated in a given setting or during a major shock. Maintaining flex-
ibility can ensure that overall implementation is achieved and regional coherence
maintained.

Economic inclusion programs will need to more strongly address external and
internal constraints that limit the productive potential of the extreme poor and vulner-
able. External constraints tend to focus on issues related to community, local economy,
and institutional failures. Internal constraints reflect intrahousehold dynamics as well
as behavioral aspects, which are less understood than other factors in program imple-
mentation. Addressing both external and internal constraints is critical to strengthening
the resilience and opportunity of the extreme poor and vulnerable. The engagement of
local community and nongovernmental structures will remain critical in tackling these
constraints.

There is strong recognition of the need for integrated responses, linking individ-
ual and household components of economic inclusion programs to wider community
and local economy processes. In this respect, the menu of interventions may grow over
time, as learning and adaptation continues. Over the next several years, a wave of new
impact and process evaluations across scaled programs will provide key lessons in scal-
ing. At the same time, the design and implementation of new programs will continue to
be informed by ongoing experiences across broader sectors and program areas, among
them SSN, community-driven development programs, rural livelihoods, and environ-
mental management.
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Notes

1. Note that 201 programs reported beneficiary data; 18 programs are missing beneficiary data.

2. The poorest refers to people in a number of economic categories that include several
dimensions of poverty and vulnerability. The poor are those whose consumption is below
the national poverty line, as defined by the government, or those who, because of their
personal and/or community characteristics, face barriers in accessing opportunities to
earn sustainable livelihoods and have elevated risks of being or staying in poverty and/
or being socially marginalized. The extreme poor are those whose consumption is below
$1.90 per day (2011 purchasing power parity, PPP), also defined as the bottom 50 percent
of the poor population in a country or those unable to meet basic needs. The latter
definition captures relative poverty, as well as dynamics in lower-middle-income and
upper-middle-income countries. Since 2018 the World Bank has reported poverty rates using
two new international poverty lines: the lower-middle-income line is set at $3.20 per day,
and the upper-middle-income line is set at $5.50 per day. The ultrapoor are those whose
consumption is below $0.95 per day (2011 PPP). Also defined as those experiencing the
most severe forms of deprivation, for example, persistent hunger, lack of sources of income,
and so forth. Finally, the other vulnerable are groups who do not meet any of the above
criteria, for example, those just above the poverty line and marginalized groups irrespective
of their poverty level.

3. The Sveriges Riksbank Prize in Economic Sciences in Memory of Alfred Nobel was awarded in
2019 to Abhijit Banerjee, Esther Duflo, and Michael Kremer “for their experimental approach
to alleviating global poverty.”

References

Alvaredo, F., Lucas Chancel, Thomas Piketty, Emmanuel Saez, and Gabriel Zucman.
2018. World Inequality Report 2018. Paris: World Inequality Lab, Paris School of
Economics.

Balboni, Clare, Oriana Bandiera, Robin Burgess, Maitreesh Ghatak, and Anton Heil. 2020.
“Why Do People Stay Poor?” STICERD—Economic Organisation and Public Policy
Discussion Paper no. 067, Suntory and Toyota International Centres for Economics
and Related Disciplines, LSE. http://sticerd.lse.ac.uk/dps/eopp/eopp67.pdf.

Barrett, Christopher B., Michael R. Carter, and Jean-Paul Chavas. 2019. “The Economics
of Poverty Traps.” Cambridge, MA: National Bureau of Economic Research.

Barrientos, A. 2012. “Social Transfers and Growth: What Do We Know? What Do We
Need to Find Out?” World Development 40 (1): 11-20.

Corral Rodas, Paul Andres, Alexander Irwin, Nandini Krishnan, Daniel
Gerszon Mahler, and Tara Vishwanath. 2020. “Fragility and Conflict: On
the Front Lines of the Fight against Poverty.” Washington, DC: World
Bank. http://documents.worldbank.org/curated/en/375651583211667808
/Fragility-and-Conflict-On-the-Front-Lines-of-the-Fight-against-Poverty.

Daidone, S., B. Davis, S. Handa, and P. Winters. 2019. “The Household and Individual-
Level Productive Impacts of Cash Transfer Programs in Sub-Saharan Africa.”
American Journal of Agricultural Economics 101: 1401-31. doi:10.1093/ajae/aay113.

Dalton, Patricio S., Sayantan Ghosal, and Anandi Mani. 2016. “Poverty and Aspirations
Failure.” Economic Journal 126 (590).

Deaton, Angus. 2013. The Great Escape: Health, Wealth, and the Origins of Inequality.
Princeton, NJ: Princeton University Press.

Dercon, S. 2008. “Fate and Fear: Risk and Its Consequences in Africa.” Journal of
African Economies 17 (suppl. 2): ii97-ii127. https://doi.org/10.1093/jae/ejn019.

31


http://sticerd.lse.ac.uk/dps/eopp/eopp67.pdf�
http://documents.worldbank.org/curated/en/375651583211667808/Fragility-and-Conflict-On-the-Front-Lines-of-the-Fight-against-Poverty�
http://documents.worldbank.org/curated/en/375651583211667808/Fragility-and-Conflict-On-the-Front-Lines-of-the-Fight-against-Poverty�
https://doi.org/10.1093/jae/ejn019�

THE STATE OF ECONOMIC INCLUSION REPORT 2021: THE POTENTIAL TO SCALE

Devereux, S., and Rachel Sabates-Wheeler. 2015. “Graduating from Social Protection.”
IDS Bulletin 46 (2): 1-12.

Djankov, S., F. Saliola, C. Avitabile, R. Chen, D. L. Connon, A. P. Cusolito, R. V. Gatti,
U. Gentilini, A. M. Islam, A. C. Kraay, S. Sabarwal, I. V. Santos, D. W. Sharrock,
C. J. Tan, and Yucheng Zheng. 2018. World Development Report 2019: The Changing
Nature of Work. Washington, DC: World Bank. http://documents.worldbank.org
/curated/en/816281518818814423/Main-Report.

FAO (Food and Agriculture Organization of the United Nations). 2015. The State of
Food and Agriculture: Social Protection and Agriculture; Breaking the Cycle of Rural
Poverty. Rome: FAO.

Filmer, Deon, and Louise Fox. 2014. Youth Employment in Sub-Saharan Africa. Africa
Development Series. Washington, DC: World Bank.

Gatti, R.V., A. C. Kraay, C. Avitabile, M. E. Collin, R. Dsouza, and N. A. P. Dehnen.
2018. The Human Capital Project. Washington, DC: World Bank. http://documents
.worldbank.org/curated/en/363661540826242921/The-Human-Capital-Project.

GSMA. 2019. State of the Industry Report on Mobile Money. London: GSMA.

Haushofer, Johannes, and Ernst Fehr. 2014. “On the Psychology of Poverty.” Science 344
(6186): 862-867. doi:10.1126/science.1232491.

Hernandez, E. 2020. “Financial Inclusion for What?” CGAP Blog, February 5. https://
www.cgap.org/blog/financial-inclusion-what.

ILO (International Labour Organization). 2018. Women and Men in the Informal
Economy: A Statistical Picture. 3rd edition. Geneva: ILO.

ITU (International Telecommunication Union). 2018. Measuring the Information Society
Report. Vol. 1. Geneva: ITU. https://www.itu.int/en/ITU-D/Statistics/Documents
/publications/misr2018/MISR-2018-Vol-1-E.pdf.

ITU. 2019. Measuring Digital Developments: Facts and Figures. Geneva: ITU. https://
www.itu.int/en/ITU-D/Statistics/Documents/facts/FactsFigures2019.pdf.

Kharas, Homi, Constanza Di Nucci, Kristofer Hamel, and Baldwin Tong.

2020. “To Move the Needle on Ending Extreme Poverty, Focus on Rural
Areas.” Future Development (blog), February 21. https://www.brookings.
edu/blog/future-development/2020/02/21 /to-move-the-needle-on-ending
-extreme-poverty-focus-on-rural-areas/.

Laszlo, Sonia. 2019. “The Gender Transformative Potential of Graduation Programs.”
Fundacién Capital, Bogotd, and IDRC, Ottawa. http://api.web.fundak.io/public
/2019-12/file/tCvWBxsTar5dfb16f2bc725.pdf.

Loayza, Norman V. 2018. “Informality: Why Is It So Widespread and How Can It Be
Reduced?” (English). Research & Policy Briefs no. 20, World Bank, Washington,
DC. http://documents.worldbank.org/curated/en/130391545228882358
/Informality-Why-Is-It-So-Widespread-and-How-Can-It-Be-Reduced.

Mabhler, Daniel Gerszon, Christoph Laknerr, R. Andres Castaneda Aguilar, and
Haoyu Wu. 2020. “Updated Estimates of the Impact of COVID-19 on Global
Poverty.” World Bank Blogs, October 7. https://blogs.worldbank.org/opendata
/updated-estimates-impact-covid-19-global-poverty.

Mani, A., S. Mullainathan, E. Shafir, and J. Zhao. 2013. “Poverty Impedes Cognitive
Function.” Scienice 341: 976-80.

Manuel, Marcus, Harsh Desai, Emma Samman, and Martin Evans. 2018. Financing the
End of Extreme Poverty. London: Overseas Development Institute. https://www.odi
.org/sites/odi.org.uk/files/resource-documents/12411.pdf.

Mullainathan, S., and E. Shafir. 2013. Scarcity: Why Having Too Little Means So Much.
New York: Times Books/Henry Holt.

Parry, K., R. Burgess, and O. Bandiera. 2020. “Is It Time to Rethink Poverty Policy?”
VoxDev, February 14. https://voxdev.org/topic/it-time-rethink-poverty-policy.

32


http://documents.worldbank.org/curated/en/816281518818814423/Main-Report�
http://documents.worldbank.org/curated/en/816281518818814423/Main-Report�
http://documents.worldbank.org/curated/en/363661540826242921/The-Human-Capital-Project�
http://documents.worldbank.org/curated/en/363661540826242921/The-Human-Capital-Project�
https://www.cgap.org/blog/financial-inclusion-what�
https://www.cgap.org/blog/financial-inclusion-what�
https://www.itu.int/en/ITU-D/Statistics/Documents/publications/misr2018/MISR-2018-Vol-1-E.pdf�
https://www.itu.int/en/ITU-D/Statistics/Documents/publications/misr2018/MISR-2018-Vol-1-E.pdf�
https://www.itu.int/en/ITU-D/Statistics/Documents/facts/FactsFigures2019.pdf�
https://www.itu.int/en/ITU-D/Statistics/Documents/facts/FactsFigures2019.pdf�
https://www.brookings.edu/blog/future-development/2020/02/21/to-move-the-needle-on-ending-extreme-poverty-focus-on-rural-areas/�
https://www.brookings.edu/blog/future-development/2020/02/21/to-move-the-needle-on-ending-extreme-poverty-focus-on-rural-areas/�
https://www.brookings.edu/blog/future-development/2020/02/21/to-move-the-needle-on-ending-extreme-poverty-focus-on-rural-areas/�
http://api.web.fundak.io/public/2019-12/file/tCvWBxsTar5dfb16f2bc725.pdf�
http://api.web.fundak.io/public/2019-12/file/tCvWBxsTar5dfb16f2bc725.pdf�
http://documents.worldbank.org/curated/en/130391545228882358/Informality-Why-Is-It-So-Widespread-and-How-Can-It-Be-Reduced�
http://documents.worldbank.org/curated/en/130391545228882358/Informality-Why-Is-It-So-Widespread-and-How-Can-It-Be-Reduced�
https://blogs.worldbank.org/opendata/updated-estimates-impact-covid-19-global-poverty�
https://blogs.worldbank.org/opendata/updated-estimates-impact-covid-19-global-poverty�
https://www.odi.org/sites/odi.org.uk/files/resource-documents/12411.pdf�
https://www.odi.org/sites/odi.org.uk/files/resource-documents/12411.pdf�
https://voxdev.org/topic/it-time-rethink-poverty-policy�

THE STATE OF ECONOMIC INCLUSION REPORT 2021: THE POTENTIAL TO SCALE

Ralston, Laura R., Colin Andrews, and Allan Hsiao. 2017. “The Impacts of Safety Nets
in Africa: What Are We Learning?” Policy Research Working Paper WPS 8255,
World Bank, Washington, DC.

Ravallion, M., D. Jolliffe, and J. Margitic. 2018. “Social Protection and Economic
Development: Are the Poorest Being Lifted-Up or Left-Behind?” NBER Working
Paper 24665, National Bureau of Economic Research, Cambridge, MA.

Revenga, A., and M. Dooley. 2019. “Is Inequality Really on the Rise?” Future
Development (blog), May 28. https://www.brookings.edu/blog/future-development
/2019/05/28/is-inequality-really-on-the-rise.

Soares, F., and 1. Orton. 2017. “Graduation: An Overview.” Policy in Focus 14 (2): 7-10.
https://ipcig.org/pub/eng/PIF39_Debating Graduation.pdf.

Sulaiman, M., N. Goldberg, D. Karlan, and A. de Montesquiou. 2016. Eliminating
Extreme Poverty: Comparing the Cost-Effectiveness of Livelihood, Cash Transfer, and
Graduation Approaches. Washington, DC: CGAP.

Suzuki, E. 2019. “World’s Population Will Continue to Grow and Will Reach Nearly
10 Billion by 2050.” World Bank Blogs, July 8. https://blogs.worldbank.org/opendata
/worlds-population-will-continue-grow-and-will-reach-nearly-10-billion-2050.

UNDESA (United Nations, Department of Economic and Social Affairs, Population
Division). 2019a. World Population Prospects 2019: Highlights. ST/ESA/SER.A/423.
New York: UNDESA. https://population.un.org/wpp/Publications/Files/WPP2019
_Highlights.pdf.

UNDESA. 2019b. World Urbanization Prospects: The 2018 Revision. ST/ESA/SER.A/420.
New York: UNDESA. https://population.un.org/wup/Publications/Files/WUP2018
-Report.pdf.

UNDESA. 2020. World Population Ageing 2019. ST/ESA/SER.A/444. New
York: UNDESA. https://www.un.org/development/desa/pd/sites/www
.un.org.development.desa.pd/files/files/documents/2020/Jan/un_2019
_worldpopulationageing_report.pdf.

Wietzke, Frank-Borge, and Catriona McLeod. 2012. Jobs, Well-Being, and Social
Cohesion: Evidence from Value and Perception Surveys. Background Paper for the
World Development Report 2013, World Bank, Washington, DC.

World Bank. 2012. Resilience, Equity, and Opportunity: The World Bank’s Social
Protection and Labor Strategy 2012-2022. Washington, DC: World Bank.

World Bank. 2016. World Development Report 2016: Digital Dividends. Washington, DC:
World Bank. https://openknowledge.worldbank.org/handle/10986,/23347.

World Bank. 2018. Poverty and Shared Prosperity 2018: Piecing Together the Poverty
Puzzle. Washington, DC: World Bank. https://openknowledge.worldbank.org
/handle/10986/30418.

World Bank. 2020. “Poverty.” World Bank, Washington, DC. https://www.worldbank
.org/en/topic/poverty/overview (accessed May 4, 2020).

33


https://www.brookings.edu/blog/future-development/2019/05/28/is-inequality-really-on-the-rise�
https://www.brookings.edu/blog/future-development/2019/05/28/is-inequality-really-on-the-rise�
https://ipcig.org/pub/eng/PIF39_Debating_Graduation.pdf�
https://blogs.worldbank.org/opendata/worlds-population-will-continue-grow-and-will-reach-nearly-10-billion-2050�
https://blogs.worldbank.org/opendata/worlds-population-will-continue-grow-and-will-reach-nearly-10-billion-2050�
https://population.un.org/wpp/Publications/Files/WPP2019_Highlights.pdf�
https://population.un.org/wpp/Publications/Files/WPP2019_Highlights.pdf�
https://population.un.org/wup/Publications/Files/WUP2018-Report.pdf�
https://population.un.org/wup/Publications/Files/WUP2018-Report.pdf�
https://www.un.org/development/desa/pd/sites/www.un.org.development.desa.pd/files/files/documents/2020/Jan/un_2019_worldpopulationageing_report.pdf�
https://www.un.org/development/desa/pd/sites/www.un.org.development.desa.pd/files/files/documents/2020/Jan/un_2019_worldpopulationageing_report.pdf�
https://www.un.org/development/desa/pd/sites/www.un.org.development.desa.pd/files/files/documents/2020/Jan/un_2019_worldpopulationageing_report.pdf�
https://openknowledge.worldbank.org/handle/10986/23347�
https://openknowledge.worldbank.org/handle/10986/30418�
https://openknowledge.worldbank.org/handle/10986/30418�
https://www.worldbank.org/en/topic/poverty/overview�
https://www.worldbank.org/en/topic/poverty/overview�

THE STATE OF ECONOMIC INCLUSION REPORT 2021: THE POTENTIAL TO SCALE

SPOTLIGHT 1

Economic Inclusion and COVID-19
Recovery

The world is experiencing an unprecedented economic crisis due to the COVID-19
pandemic. Economic inclusion programs for the poorest show strong potential as part
of integrated policy responses focused on containing the pandemic, ensuring food
security, and supporting medium-term recovery. Beyond the immediate public health
crisis, the global economy is projected to shrink by 3 percent in 2020, with only a
partial recovery projected for 2021 (IMF 2020). In the most conservative scenario,
assuming a 5 percent contraction in per capita incomes, more than 80 million people
could be pushed into extreme poverty. Assuming per capita incomes shrink by

10 percent, that number could grow by an estimated additional 180 million people
(Sumner, Hoy, and Ortiz-Juarez 2020). The adverse effects on employment, especially
in the informal sector, are expected to be far reaching and unprecedented. The
International Labour Organization (ILO 2020) estimates that 305 million full-time
workers could be unemployed or underemployed as a result of the crisis.

The COVID-19 pandemic is not a great equalizer—the poor and vulnerable are
hit much worse. These groups typically face greater health risks compounded by an
inability to meet social distancing norms in densely populated informal settlements
and inadequate resources to seek testing and treatment. The COVID-19 crisis is likely
to exacerbate poverty and destitution, with the accompanying economic downturn
depressing demand for labor, goods, and services, severely curtailing income-generation
opportunities for the poor and vulnerable (Carranza et al. 2020; World Bank 2020).
Furthermore, the pandemic can potentially exacerbate existing gender inequalities and
further marginalize people with disabilities.

Adaptation and Early Priorities in a COVID-19
Context

Economic inclusion programs face a dual challenge of adapting delivery norms during
a pandemic and ensuring readiness to respond as part of the medium- and longer-term
recovery effort. In the short term, ongoing economic inclusion programs can provide
an immediate gateway to support existing beneficiaries, their communities, and the
local economy. However, significant adaptations are required to avoid pandemic risks.
Irrespective of medium-term policy responses, short-term disruption to programs is
anticipated, with some operations being put on hold and others facing delays in field-
work activities, for example, in-person data collection, beneficiary selection, group
meetings, and so on. To mitigate these impacts, economic inclusion programs need to
modify the design and delivery of components. In program design, emerging priorities
are the following:

1. Incorporate elements that mitigate health risks. Economic inclusion programs
can serve as a platform for the delivery of reliable and current health messaging.
In addition, programs can expand messaging to counter concerns of a possible
rise in gender-based violence following containment measures. More generally,
the COVID-19 crisis has starkly highlighted the importance of access to affordable
finance. Such access can help with hospital bills, medicine, cash to replace lost
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income, and capital to restart businesses once containment measures are lifted.
Furthermore, economic inclusion programs can layer interventions to mitigate health
risks where feasible. To mitigate health risks related to COVID-19, programs can link
with existing health insurance programs, waive co-payment requirements, or subsi-
dize the premium for poor and vulnerable groups.

2. Cope with market disruptions and anticipate possible livelihood opportunities. As
markets continue to falter, economic inclusion programs must adapt to cope with
frequent, unpredictable disruptions and anticipate possible livelihood opportunities.
Programs need to work with beneficiaries to identify livelihood options that can be
run safely and to develop a plan to adapt to the ever-present threat of market disrup-
tion. Even during the strictest containment measures, economic inclusion programs
have an advantage because microentrepreneur beneficiaries are engaged in highly
decentralized production, whether they are individual, group, or community based.
Support to these institutions will help sustain productive inclusion, local economic
development, and jobs during and after the COVID-19 crisis. Self-help groups, for
example, are known to lead to increased business-related spending, resilience, and
food security.

3. Invest in real-time data and evidence generation. For effective policy response to the
poverty consequences of the COVID-19 crisis, the importance of real-time evidence
cannot be overemphasized. As an example, the Power and Participation Research
Centre (PPRC) and BRAC Institute of Governance and Development (BIGD) teamed
up to launch a rapid-response telephone survey utilizing respondent telephone data-
bases from earlier surveys on urban slums and rural poor (PPRC and BIGD 2020).
Despite concerns about phone access, literacy, and timing, the team was able to
commission a short survey to steer program response.

Economic inclusion programs are already using digital platforms for delivery; these
need to be further leveraged and expanded in the aftermath of COVID-19. An emerging
priority is to ensure social distancing in the delivery of high-touch components such
as training, coaching, savings groups, producer associations, and so on. Adaptations
to high-touch activities include shifting to digital platforms. The rapid diffusion of
new mobile and internet technologies presents an opportunity to deliver benefits
safely, avoid large gatherings, and contain the spread of the virus. Thirty percent of
government-led programs already use digital technology to deliver at least one interven-
tion, such as electronic payments, digital financial services, e-coaching, and e-training.

Challenges and Opportunities in Scaling Up
Economic Inclusion for COVID-19 Recovery

As economies focus on recovery efforts, it will be important to identify opportunities
for economic inclusion in emerging sectors, while being mindful of continued uncer-
tainties. In most developing countries, there will likely be a nonlinear path from
response to recovery. With continuously changing epidemiology and transmission
patterns, there are frequent changes to containment measures in many developing
countries. This generates considerable uncertainty about the resumption of economic
activity and, hence, economic inclusion programming that is feasible and likely to have
the greatest impact for a post-COVID economic recovery. The mix will depend largely
on government priorities in sector support; which sectors are likely to start recovery
first and generate labor demand; which sectors may expand in light of changing
medium-term needs (for example, frontline sectors like health care will likely expand);
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what skills employers would look for in these sectors; and what value chains would
look like in these sectors. Lead actors will need to anticipate the implications of possi-
ble substantial changes to economic activity, such as continued disruptions, changes
in global supply chains, the decline of certain high-touch sectors, and the accelerating
pace of automation.

An added dimension to uncertainty is the policy direction on social distancing
and suppression that low-income countries are likely to follow. Barnett-Howell and
Mobarak (2020) suggest there are fewer benefits to social distancing and social
suppression in low-income countries. This conclusion is driven by three factors. First,
developing countries have smaller proportions of elderly people to save via social
distancing compared to low-fertility rich nations. Second, while social distancing saves
lives in rich countries by flattening the curve of infections to reduce pressure on health
systems, delaying infections is not as useful in countries where health care systems are
already overwhelmed given the limited number of hospital beds and ventilators and
the fact that they are not accessible to most. Third, social distancing lowers disease risk
while limiting people’s economic opportunities. Poorer people are naturally less will-
ing to make those economic sacrifices. They are also likely to have limited options for
working from home and may place relatively greater value on their livelihood concerns
compared to concerns about contracting coronavirus.

Leveraging Existing Government Programs to
Facilitate Livelihood Recovery

A likely consequence of COVID-19 will be the coalescence and persistence of large-scale
economic inclusion programs led by governments. Experience from previous global
crises suggests that the pathway to scaling is often politically driven, especially when
social cohesion is threatened. At present, there is considerable potential to accelerate
the scale-up of economic inclusion programming. In doing so, it will be essential for
governments to continue working in partnership with nongovernmental organizations
and other humanitarian organizations to implement programs on the ground.

Social safety net programs provide a key entry point for governments to scale up
economic inclusion efforts. With adaptive social protection systems forming the back-
bone of the first wave of response, the scale-up of economic inclusion programs is an
important complement for households and communities moving forward. Furthermore,
the engagement of community mechanisms is a critical driver of program delivery
with most programs using community structures. The engagement of community-
based organizations will be vital during the recovery period as in-country movement
restrictions and the suspension of commercial transport hampers external partners
from accessing their programs in some areas. This is especially important in coun-
tries affected by fragility, conflict, and violence and other vulnerability hotspots
(areas affected by locusts, droughts, and so forth), where the impact from COVID-19
will be especially high.

Scaling up economic inclusion programming will be faster in countries that
already have a credible base of economic inclusion programming. Fortunately, almost
80 percent of economic inclusion programs have a foothold in low- or lower-middle-
income countries—the vast majority of which are found in Sub-Saharan Africa and
South Asia. At present, economic inclusion programming has a strong rural focus, and
adaptations to the urban context will need to be introduced for livelihood recovery,
as COVID-19 is currently impacting urban areas the hardest. Emerging innovations in
urban settings include small-scale municipal infrastructure and slum upgrading projects
to rapidly generate short-term employment opportunities for the urban poor through
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labor-intensive public works. They include as well small grant or microcredit schemes
targeted to households for home improvements and informal home-based businesses.
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