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The G20 – including Russia – contin-
ues to play an essential role in address-
ing global challenges. What we learned 
in 2021 was that we can achieve almost 
anything if communities, scientists, deci-
sion-makers, and different social groups 
work hand in hand. The good example 
of this was the rapid development of ef-
fective and safe vaccines, although the 
world has so far failed to distribute them 
in an adequate and just manner. There are 
more solutions out there. 

The Global Solutions Summit 2022 is 
held under the theme “Listen to the world: 
Promoting social wellbeing within plane-
tary boundaries.” Our vision for the future 
rests upon the underlying assumption that 
our economic, societal, and planetary sys-
tems are indivisible and need to be treated 
as such in pursuit of a common aim: en-
suring the wellbeing of people in thriving 
societies. 

Please stay safe and healthy. May peace 
be with you.

In hope and confidence
Dennis and Markus

Markus Engels 
Secretary General,  
Global Solutions 
Initiative

When we wrote the original version of this 
foreword, the most pressing challenges 
were the global pandemic, climate crises, 
biodiversity loss, and growing inequality. 
Those were the major global challenges 
that put the people’s well-being at risk.

However, since 24th February 2022, 
humanity is facing an additional threat. 
The Russian invasion of Ukraine is a hu-
manitarian disaster. The Russian war is 
also a clear breach of international laws. 
It raises critical questions about the mul-
tilateral and rule-based world order. It 
affects the international order and mul-
tilateralism at a time when the global 
challenges most urgently require inter-
national cooperation. Therefore, multi-
lateral formats have a particularly critical 
role in addressing these challenges. The 
Global Solutions Initiative’s central narra-
tive focuses on recoupling economic and 
social prosperity to enable all human be-
ings to thrive. It necessarily excludes ag-
gression, war, and the violation of human  
rights. 

The Global Solutions Summit, which 
will be taking place on March 28th and 
29th, 2022, calls on all participants, 
speakers, and members of G20/7-relat-
ed working groups to include the current 
geopolitical developments in their con-
tributions, policy briefs, and discussions. 

Dennis J. Snower 
President, Global  
Solutions Initiative

Dear friends of 
the Global Solutions 
Initiative, 

We have opened our program for special 
multilateral questions and panels and will 
include discussions on the future of the 
G20 and the G7. We understand the sum-
mit as an opportunity to keep internation-
al forums and global networks alive, even 
under the most difficult circumstances. 

“Acting stronger, acting together,” 
based on common values, will be key to 
overcoming all kinds of confrontations. 
“Listening and learning” are the pre-req-
uisites for common understanding and ac-
tion, which we seek to foster both at the 
Global Solutions Summit and through the 
articles in this journal, reflecting insights 
and proposals from all over the world to 
tackle major problems. 

With the summit and the journal, we 
are providing platforms to contribute re-
search-based insights and recommen-
dations to Indonesia’s G20 Presidency, 
followed by India’s. Both herald a timely 
and crucial shift in perspective for mul-
tilateral problem-solving. It is our hope 
that a stronger Asian voice in the G20 and 
beyond will accelerate and amplify the 
process of listening and learning. This 
will help ensure that the systemic change 
needed for a sustainable and prosperous 
post-COVID, post-war world strengthens 
the voices of developing countries along-
side the developed ones. 

Foreword
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At PwC, our purpose is to build trust in society 
and solve important problems. We’re a network 
of firms in 156 countries with over 295,000 
people who are committed to delivering quality 
in assurance, advisory and tax services. PwC 
refers to the PwC network and/or one or 
more of its member firms, each of which is a 
separate legal entity.

The flywheel 
of progress
How to make net zero happen
Opinion piece

WHY ISN’T THE WORLD 
DECARBONIZING FAST ENOUGH – AND 
WHAT CAN WE DO ABOUT IT? 
We know we need to decarbonize much 
faster. Our 2021 Net Zero Economy Index 
shows just how fast we need to reduce 
the carbon intensity of our activities – by 
12.9% a year. Currently, we are achieving 
less than a fifth of that rate. 

Why so slow? One reason is that reach-
ing net zero involves a huge transition. Over 
80% of our energy still comes from fossil 
fuels. Changing this will require a rewir-
ing of the entire global economy.1 Complex 
change like this is going to be complicat-
ed. No one actor can achieve it alone. It 
requires a wide array of actions over time 
from multiple actors across the world – in 
both the public and private sectors.

In this article, we offer one way to start 
to break down the complex challenges of 
reaching net zero, and to start to map the 
complementary roles that both public and 
private sectors can play in achieving such 
a deep, far-ranging transition.

We don’t mean to suggest an artificial 
distinction between public and private sec-
tor roles. Both government and business 
can innovate, grow markets, create value, 
develop, and deliver goods and services, 
and shape consumer behavior.2 Our focus 
is highlighting how business can contrib-
ute and what the government is uniquely 
well-positioned to do. If we want change 
at speed, both need to work together with 
their efforts building on and amplifying 
each other. 

To see how the public and private sec-
tors can together help complex net zero 
transitions begin to become reality, let’s 
start with an emerging success story: 
electric vehicles. 

Electric vehicle adoption has reached 
an inflection point. The Financial Times 
observed that “the revolution is final-
ly here.”3 In the first half of 2021, glob-
al electric vehicle sales grew at an an-
nual rate of 320% to reach 26% of new 
vehicle sales, while major carmakers 
are revealing targets for electric vehicle 
adoption. Mercedes-Benz, for example, 
announced that from 2025 onwards, all 
newly launched vehicle architectures will 
be electric-only.

How has this tipping point been 
reached? Many actions by government 
and business, supported by the public’s 
demand and desire for change, have rein-
forced each other over time, finally build-
ing to a “perfect storm of progress.” Here 
are four key ways in which public and pri-
vate sector actors have built momentum 
for electric vehicle adoption:

– Policy and regulation. For example, 
governments gave clear market signals 
through emission standards and planned 
phase-outs of internal combustion-driven 
vehicles.

– Innovation and product development. 
Technological improvements in battery 
storage (battery costs have dropped 88% 

»�The interlinked 
efforts of public 
and private sectors 
can amplify each 
other, speeding 
the ‘flywheel’ 
of progress.«
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We chose the metaphor of a flywheel be-
cause a flywheel collects and amplifies 
momentum. The flywheel model helps 
us unpack some of the complexities and 

sticking points that must be navigated on 
our way to net zero. And the model helps 
us map the roles the public sector and 
private sector can play in navigating these 

PROBLEM
Sticking Points for 

Progress

SOLUTION
Accelerators of Progress 

Public Sector
Example Actions

Private Sector
Example Actions

INNOVATION & PROD-
UCT DEVELOPMENT

Lack of market-ready, 
affordable, appealing green 
options

Invest in (early stage) 
R&D and proof of concept 
development

Innovate green tech to 
enable net zero

Design, develop, and deliv-
er market-ready products

Apply skills in supply chain, 
manufacturing, distribution, 
marketing & sales, product 
support, scaling etc.

POLICY & REGULATION Policies discourage or 
fail to incentivize green 
transition

Bureaucratic barriers 

Reporting requirements

Price externalities, e.g. 
carbon pricing

Emission standards, fossil 
fuel phase-outs, building 
standards etc.

Subsidies and incentives

Align business strategy 
with policy signals and 
evolving regulatory envi-
ronment

Proactively report on 
climate performance

MARKET-MAKING Infrastructure lacking

Risk too high

Incentives lacking

Finance unavailable

Demand too low

Supply chains broken

Set reporting standards

Regulate carbon markets

Financing provision

Infrastructure investment

Risk sharing

Incentive creation

Procurement power

Public education cam-
paigns

Supply chain support 

Align business strategy  
with net zero transition

Leverage net zero market 
opportunities

Proactively explore and 
act on company risks and 
opportunities related to net 
zero transition

Capital investment

POLITICAL AND 
PUBLIC WILL

Difficult to marshal political 
will to act

Social and human impact 
erodes support for tran-
sition

Marshal, amplify and 
demonstrate vocal support 
and leadership on net zero

Ensure a just transition 
both within and between 
countries, managing the 
social and human impact 
of the green transition and 
climate change itself

Marshal, amplify, and 
demonstrate vocal support 
and leadership on net zero

Deliver appealing, afford-
able carbon neutral options 
to build public support for 
transition

Governments have invested in charging 
point infrastructure to encourage and 
enable use, and incentivized vehicle pur-
chase through rebates and other subsi-
dies. Companies like Tesla have invested 
for years (often at a loss) as they sought 
to build a market for electric cars. In 2021, 
a wide range of carmakers are releasing 
over 200 electric models (including pop-
ular sport utility vehicles), encouraging 
mass adoption by making it easier for con-
sumers to find a model they like. 

– Political and public will. Public and 
private sector actors advocated for elec-
tric vehicle adoption as part of a necessary 
transition to a sustainable way of life. 

Many of these actions amplify or en-
able each other, each positive step forward 
encouraging others and speeding the “fly-
wheel” of progress:

»�Over 80% of our 
energy still comes 
from fossil fuels. 
Changing this will 
require a rewiring 
of the entire global 
economy.«

since 20104) and electric vehicle range, 
driven by both private and public sector 
investment and research, have increased 
electric vehicles’ feasibility, affordability, 
and appeal. 

–  Market-making. Government and 
private sectors have both helped to create 
a functioning market for electric vehicles. 

How to accelerate the flywheel of progress on net zero



18 19

Planetary BoundariesGLOBAL SOLUTIONS JOURNAL ∙ ISSUE 8

We will close with three questions to 
keep in mind. To accelerate progress to-
ward net zero, public and private sectors 
should ask themselves:

– What change do we need?
– Why isn’t it happening? 
– What can government and business 

do together to break the logjam and build 
momentum toward net zero?

complexities and pushing the flywheel for-
ward. For example, here are some chal-
lenges on the way to achieving net zero, 
and some ways the public and private sec-
tors can help:

The flywheel model can help us solve 
discrete sub-problems on the way to net 
zero. For example, take the problem of 
greening rented housing. Buildings such 
as housing contribute nearly 40% of 
greenhouse emissions (including building 
construction and operation).5 Over a third 
of the world’s population lives in rented 
housing, so we need to green our rented 
housing stock.6,7

Here’s the problem: who has the incen-
tive to green rented housing? Landlords 
can lack incentives to invest in greening 
buildings when tenants often pay the en-
ergy bills. Tenants typically lack incentives 
to invest in green upgrades for a building 
they don’t own. 

Both the private and public sectors 
could play a role in breaking this market 
impasse. For example, the government 
could institute green standards for new 
and existing buildings. Private and pub-
lic sectors could work together to create 
new financing models that share the en-
ergy-saving benefits between landlords 
and tenants. The government could fund 
early-stage R&D innovation to lower the 
cost of greening buildings; the private 
sector could productize, market and scale 
these innovations. 

The flywheel needs time to reach crit-
ical speed. The sooner we act, the great-
er the number of shoulders pushing the 
wheel, the faster we can gain momentum 
and efforts can amplify each other, further 
speeding our momentum. We must ag-
gressively pioneer and scale carbon neu-

tral alternatives, both to maintain public 
support for the transition and to help en-
sure a just transition that minimizes neg-
ative effects on the lives and livelihoods of 
billions of people. 

Political and business leaders have 
a compelling and common interest in 
ensuring we achieve the outcome of a 
zero-carbon economy. Every business, 
and every aspect of business will be 
transformed along the way. We have an 
extraordinary opportunity – and respon-
sibility – to ensure that our market econ-
omies are harnessed to deliver on this 
basis, and we should not settle for less 
in our ambition.

PROBLEM
Sticking Points for 

Progress
(Flypaper)

SOLUTION
Accelerators of Progress 

(Flywheel)

Public Sector
Example Actions

Private Sector
Example Actions

INNOVATION & PROD-
UCT DEVELOPMENT

Green options like solar 
panels and heat pumps 
require high initial invest-
ment and long payback 
period

Fund (early stage) R&D 
innovation to create rapid 
payback methods of green-
ing buildings 

Develop, productize 
market, and scale rapid 
payback methods for 
greening buildings

POLICY & REGULATION Lack of green building 
standards for rental 
housing 

Create green standards for 
rental housing8

Support and apply green 
standards for rental 
housing

MARKET-MAKING Landlords lack incentives

Tenants lack incentives

Work with private sector 
to create new financing 
models that share energy 
savings between landlords 
and tenants

Work with public sector 
to create new financing 
models that share energy 
savings between landlords 
and tenants

Align rental housing busi-
ness strategy/investments 
with net zero 

Offer rent and utilities as a 
package9

POLITICAL AND PUB-
LIC WILL

Political will may be lacking

Social and human impact 
erodes support for change

Take leadership, explaining 
need for change and build-
ing support

Chart realistic path to 
change that is sensitive to 
effects on landlords and 
tenants

Support and enable green 
rented housing standards

Help chart a realistic path 
to change

 
How to accelerate the flywheel of progress on greening rented housing 

Note: The above are examples only.

»�We must aggres
sively pioneer 
and scale carbon 
neutral alterna
tives, both to 
maintain public 
support for the 
transition and 
to help ensure 
a just transition 
that minimizes 
negative effects 
on the lives and 
livelihoods of 
billions of people.«
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1	� “The Great Disrupter,” The Economist, Sept 2020.
2	� See Mariana Mazzucato’s The Entrepreneurial State for an exploration of the government‘s ability to fuel 

innovation, entrepreneurship and progress.
3	� “Electric Vehicles: The revolution is finally here,” Financial Times, Oct 2021.
4	� https://arstechnica.com/science/2020/12/battery-prices-have-fallen-88-percent-over-the-last-decade/
5	� https://architecture2030.org/why-the-building-sector/
6	� https://www.rentcafe.com/blog/rental-market/renting-landscape-30-countries-around-world/ 
7	� See PwC’s analysis of how to activate a green recovery through infrastructure: https://www.pwc.com/gx/en/

issues/reinventing-the-future/take-on-tomorrow/green-recovery.html
8	� Green building standards must be carefully designed to navigate the differing needs of retrofitting old housing vs 

building new green housing, and with constant attention to unintended consequences.
9	� Some landlords, for example the UK real estate group Segro, have started buying utilities for their tenants to 

make sure they can get sight of the Scope 3 emissions, help source green electricity, and analyse and help 
improve consumption.

https://www.rentcafe.com/blog/rental-market/renting-landscape-30-countries-around-world/
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an asymmetrical outcome among different 
types of countries has not been adequately 
addressed in the global leaders’ forum. 

Going forward, global coordination 
will be even more crucial than before to 
address these challenges, as the agenda 
to fight climate change requires collective 
action and commitment. A more concrete 
policy framework accommodating the vari-
ety in countries’ characteristics and stages 
of development is of importance to ensure 
the feasibility and willingness to commit to 
the plans by all countries. 

BACKGROUND
The world not only experienced lower eco-
nomic growth due to the COVID-19 pan-
demic, but it also faced an uncomfortable 
reality that socio-environmental progress 
regressed during this time. Extreme pov-
erty rose for the first time in 2020, re-
verting to 2016 levels as estimated by the 
World Bank (World Bank, 2021). The dip 
in CO2 emissions associated with the eco-
nomic downturn was only temporary; as 
economic activity returned, CO2 and other 
GHG emissions rebounded (UNEP, 2021). 
The impact of the pandemic is not identical 
for every country, as those with fewer re-
sources have less capability to mitigate it.

The pandemic has forced a global re-
thinking of economic activity and policy. 
Both developed and developing countries 
have enacted unprecedented economic 
measures, with its size multiple of those 
seen in the 2008 financial crisis (Carpenti-
er, C. L., D’Alelio, D., Zuccolo, B. C., Combe, 
O., and Landveld, R., 2020). The use of un-
conventional instruments spread, as can 
be seen by the increasing number of cen-
tral banks (including those in emerging 
markets) conducting quantitative easing 

ABSTRACT
The COVID-19 pandemic has critically 
harmed the world economy with significant 
consequences affecting all individuals, 
communities, and countries. The current 
health crisis represents a disruption to the 
global economy and retreat of progress in 
several social aspects, such as poverty, 
inequality, and climate change. While the 
current crisis is not over yet, remodeling 
the global approaches to economic devel-
opment and ways of doing economic activ-
ity is crucial when outlining a systematic 
course to recovery from the pandemic. In 
parallel to putting effort into resolving the 
short-run challenge of the current crisis, 
coordination by global leaders has been 
seen in attempt to resolve a long-term is-
sue such as climate change. 

While several initiatives have been 
seen towards addressing climate change, 
such as G20 and COP26, it is also becom-
ing more apparent that tackling climate 
change is a complex matter. The agenda to 
pursue a net zero emissions target could 
have an asymmetrical impact on differ-
ent types of economies. Many developing 
countries which still rely heavily on “brown 
sector” energy, might experience severe 
damage from the current plan proposed 
to achieve net zero emissions during the 
transition process. Challenges faced by 
developing countries in the attempt to shift 
towards a greener economy are related 
to crucial socioeconomic aspects, such 
as poverty and inequality. Even without 
committing to a drastic climate transition 
plan, the shock to the economy brought by 
COVID-19 has already had a detrimental 
effect on the poverty alleviation and in-
equality reduction progress in many devel-
oping countries. Thus far, the potential for 
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and crises, including the impact of climate 
change, food scarcity, wars, refugee situ-
ations, etc. Climate change also contrib-
utes to increased migration, conflict, and 
military confrontations, thus leading to 
more sociopolitical problems. On the oth-
er hand, a sole focus on cutting emissions 
would inflame transition risk. 

Cutting emissions abruptly entails risks 
for developing countries, whose economies 
rely heavily on carbon-intensive sectors. 
Fossil fuel, for instance, is regularly used 
to satisfy domestic demand for energy and 
provide national income through the mar-
gin obtained from sales. The reliance is 
also present in agriculture and industry to 
produce intermediate and final products. 
Such dependence on fossil fuels makes it 
much harder for developing countries to 
transition towards greener energy.

One may think of cutting subsidies for 
fuel and electricity as a solution to ac-
celerate the energy transition. However, 
the pandemic has taught us that certain 
types of non-renewable energy, such as 
oil and natural gas, are still needed and 
aggressively moving away from brown en-
ergy may prove to be double-edged. In the 
grand scheme of things, the stark contrast 
on how developing and developed nations 
view the climate issue could not be more 
different. While the major powers have 
started to look at the issue from a vision-
ary point of view, economic minnows still 
largely treat the climate issue as a luxury 
good given their current battles with is-
sues of, inter alia, basic infrastructure, 
poverty, healthcare, and energy subsidy. 
An aggressive climate transition plan, 
which requires cutting energy subsidies, 
could potentially hurt millions and result 
in people falling back into poverty as well 

NET ZERO AND ITS ASYMMETRICAL 
IMPACT
Net-zero emissions, i.e. a balance be-
tween emissions produced by human 
activity and emission reductions, have 
become a key goal of climate action. The 
world exalts this goal through the 2015 
Paris Agreement. In this agreement, hun-
dreds of countries agree to pursue a road-
map to reach net-zero emissions by 2050. 
In that roadmap, governments commit 
themselves to transition into clean ener-
gy, close quickly the energy gap, increase 
inclusion in the energy sector, and mobi-
lize financing and innovation towards en-
ergy efficiency and developing alternatives 
(IISD, 2021). A combination of those efforts 
would hopefully create a sustainable con-
dition to fulfill the world’s energy needs.

The International Energy Agency (IEA) 
has highlighted some key milestones to 
reach net-zero emissions, which require a 
socio-economic transformation in generat-
ing and using energy. The IEA predicts that 
wind and solar will become the two prima-
ry sources of renewable energy should we 
commit to reaching net zero, meaning that 
the world should phase out all coal power 
plants by 2040.3 Furthermore, a majority 
of our buildings need a revamp to become 
energy-efficient. Global car sales need to 
be 60% electric by 2030 and 50% of heavy 
truck sales by 2035 (Hook, Bernard, and 
Campbell, 2021).

On paper, these sets of agendas look 
innocuous. However, if they are not pur-
sued carefully, this could potentially leave 
many countries behind. On the one hand, 
not doing enough increases climate risk. 
This would have a worse impact on south-
ern countries (UNCTAD, 2021) that already 
have to overcome many more challenges 

tion is COVAX, the vaccine-sharing scheme 
that has shipped over 1 billion doses to 
144 countries and territories by January 
2022 (World leaders, 2022). However, some 
of these spendings are also directed to 
economic recovery, many in line with the 
aforementioned longer-term challenges. 

Such international coordination and 
cooperation is not unique to COVID-19; it 
is also a main feature of global response to 
climate change. The climate change issue 
began to gain weight in the late 1980s, with 
the establishment of the Intergovernmen-
tal Panel on Climate Change (IPCC) in 1988 
and the Rio Earth Summit in 1990 (Maslin, 
2021). One of the Rio Summit’s important 
outcomes was the United Nations Frame-
work Convention on Climate Change (UN-
FCC), which underlies the principles and 
negotiations to limit global greenhouse 
gas emissions. Through its Conference of 
Parties (COPs), nations attempted to for-
mulate international agreements on limit-
ing emissions, most notably the Kyoto Pro-
tocol in 1997 and the Copenhagen Accord 
in 2009. Both had their flaws; the former 
only encompassed developed countries, 
while the latter broke down as developing 
and developed countries diverged. Both 
flaws were addressed in the 2015 Paris 
Agreement, calling for nationally deter-
mined contributions from all countries to 
keep global warming well below 2°C by 
the end of the century, pursuing to limit 
the increase to 1.5°C. While the COPs have 
become the ultimate forum for global cli-
mate negotiations, this issue is discussed 
in other multilateral, regional, and bilat-
eral forums such as G20 or APEC. There 
is also coordination between non-state ac-
tors, such as NGOs, regional governments, 
businesses, and individuals. 

(English, Forbes, and Ubide, 2021) or the 
increased coverage of cash transfers and 
wage subsidies (Weber & Newhouse, 2021). 
Furthermore, the “Build Back Better” spir-
it shows that economic responses consider 
longer-term challenges, such as inequality 
or climate change. Seventeen of G20 coun-
tries doled out support to green industries 
in their stimulus spending in 2020, while 
large economies committed themselves to 
net-zero emissions (NZE) targets.1

There has also been an emphasis on 
international coordination and coopera-
tion considering the global nature of the 
pandemic. This is backed by an increased 
flow of funds; the OECD reported that of-
ficial development assistance reached an 
all-time high in 2020,2 while multilateral 
institutions like the IMF and World Bank 
doled out funds to developing countries. A 
prime example of international coopera-

»�An aggressive 
climate transition 
plan, which 
requires cutting 
energy subsidies, 
could potentially 
hurt millions and 
result in people 
falling back into 
poverty as well 
as a widened 
inequality.«
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possess smaller fiscal and monetary ca-
pacity. The pandemic has further taken up 
the space and made the climate transition 
action more fraught with consequences. 

There is also a stark contrast between 
countries in the northern and southern 
hemisphere in terms of financial power, 
as proxied by the depth of financial mar-
ket. Developing countries tend to possess 
a shallow financial market as opposed to 
more developed countries. According to 
the IMF, only 36 countries have a financial 
markets depth index of more than 0.5. The 
list is dominated by Western household 
names, rich Middle Eastern nations, and 
Asian economic powerhouses.4

Thus far, the potential of asymmet-
rical outcome among types of countries 
has not been adequately addressed in 
global leaders’ forums. The common but 
differentiated responsibilities have been 
widely known in regard to accommodating 
provisions for developing countries. One 
question, however, is still lingering: Is it 
enough? So far, these kinds of initiatives 
are still lacking concrete actionable and 
binding plans on global leaders’ forums, 
such as G20 and COP26. It is becoming 
more critical to change before it is too late.

Table 1 illustrates the urgency for de-
veloped nations to spearhead the climate 
transition. While a deficit will increase 
both groups’ government debt, the devel-
oped countries enjoy a greater reputation-
al standing in front of potential investors 
compared to the developing ones, thus 
making them more likely to sustain the 
long-term fiscal pressure. In contrast, 
more deficits for developing countries 
will render them unable to pursue an ag-
gressive energy transition and thus they 
lag behind when it comes to use of re-

as a widened inequality. These nations, 
therefore, need time to readjust their tran-
sition strategy

Even if such an aggressive plan does 
not bring negative consequences, non-re-
newable energy still reigns supreme in 
our world today. Take a look at our efforts 
against the pervading virus, wherein the 
aviation and shipping industries, still heav-
ily dependent on non-renewables, have 
played a crucial role in distributing vac-
cines around the world. The pandemic has 
also taught us that the inability to satisfy a 
demand shock with supply reinforcement 
will result in an extreme situation. With-
out pretense, our current state of green 
energy is not well-prepared to provide a 
sufficient energy supply, let alone satis-
fy a sudden demand shock. As a result, 
non-renewables would probably remain as 
they are in the foreseeable future. There-
fore, cutting investment and subsidies in 
these crucial commodities abruptly would 
ultimately raise energy prices for the 
developing world and lead to even more 
burning of other, dirtier non-renewables. 

According to UNFCCC (Owen-Burge, 
2021), USD 125 trillion of climate-related 
investment is needed to achieve NZE by 
2050. Not only that, but there’s also work 
to be done as the world must triple the 
current investment level in the coming 
three years to stay on track. This is equiv-
alent USD 32 trillion annual investment in 
six key sectors, accounting for a third of 
the world’s 2021 GDP.

Additionally, the financing gap of the 
green economy between developing coun-
tries and developed countries is too wide. 
Developing countries’ economic capacity is 
naturally lower than that of their developed 
counterparts. It is not surprising that they 

Country Last Previous Reference
Libya -103 -24 Dec-20
Bahrain -35 -13.1 Dec-21
Maldives -27.5 -6.6 Dec-20
Seychelles -19.1 0.2 Dec-20
Iraq -17.5 -0.9 Dec-20
Canada -14.9 -1.7 Dec-20
United Kingdom -14.9 -2.5 Dec-20
United States -14.9 -4.6 Dec-20
Singapore -13.9 -0.3 Dec-20
Ghana -13.8 -4.8 Dec-20
Brazil -13.4 -5.9 Dec-20
Japan -12.6 -3.1 Dec-20
Mozambique -11.7 -6.1 Dec-20
Saudi Arabia -11.2 -4.5 Dec-20
Spain -11 -2.9 Dec-20
Belize -10.7 -3.3 Dec-20
Montenegro -10.1 -2 Dec-20
South Africa -10 -6.9 Dec-20
Italy -9.5 -1.6 Dec-20
India -9.4 -4.6 Dec-20
France -9.2 -3.1 Dec-20
Romania -9.2 -4.4 Dec-20
El Salvador -9.2 -1.8 Dec-20
Peru -8.9 -2.7 Dec-20
Argentina -8.5 -3.8 Dec-20
Papua New Guinea -8.1 -5 Dec-20
Moldova -8 -1.4 Dec-20
Dominican Rep. -7.91 -2.2 Dec-20
Euro Area -7.2 -0.6 Dec-20
Indonesia -6.5 -2.2 Dec-20
South Korea -6.1 -2.6 Dec-20
Niger -5.7 -3.6 Dec-20
Mexico -4.6 -1.6 Dec-20
Australia -4.3 0 Dec-20
Netherlands -4.3 1.8 Dec-20
Germany -4.3 -4.3 Dec-21
Russia -3.8 1.8 Dec-20
China -3.7 -2.8 Dec-20
Turkey -3.4 -2.9 Dec-20
Switzerland -2.6 1.4 Dec-20

Table 1: Major economic powers’ 2020 budget deficit, Source: Trading Economics, 2021
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On that account, what can be expect-
ed to address the issue? First, it requires 
more concrete commitments. In this case, 
political will takes an extremely crucial 
role in ensuring the transition commit-
ment. In the last COP26 summit, the Brit-
ish government required potential private 
sponsors to commit to subscribing their 
business to a more sustainable model. 
Such a stance needs to be amplified in 
the future. Second, more cooperation and 
collaboration are needed to push devel-
oped countries in assisting developing 
countries as all countries are facing the 
common enemy. Gone are the days of 
wealthy countries pledging to pour money 
to their less-developed counterparts and 
falling short of it. A more concrete policy 
framework accommodating the varieties 
in countries’ characteristics and stages of 
development is of importance to ensure 
the feasibility and willingness to commit 

ing, the now-developed countries en-
joyed lax regulation which enabled them 
to grow into their current state today. In 
addition, the world’s economic power-
houses have consistently recorded high-
er per-capita emissions than their devel-
oping counterparts have done. We are of 
the opinion that utilitarianism should be 
held dear, and as developed countries 
have the adequate capacity compared to 
developing ones, they should take a stron-
ger role in assisting the world to under-
go a smoother transition. This is also a 
case where we must be pragmatic. Since 
climate change is a global problem, de-
veloped nations’ presence will massively 
reduce the global climate and transition 
risk, if done right.

newables. Figure 1 shows that developing 
countries struggle to incorporate the use 
of renewables into their energy mix while 
developed ones have not fully committed 
to taking up a greater share of renewables 
in their energy mix.

The previous section shows the the 
difference in financing, technical and in-
stitutional capacities to achieve net zero 
emissions between developed and devel-
oping countries are big. Without the aspect 
of “just” in climate transition, the agenda 
of net zero emissions will only widen the 
global inequality between developed and 
developing countries.

This is a case where developed coun-
tries have a moral obligation to catalyze a 
just climate transition. Historically speak-

Figure 1: The world’s share of energy coming from fossil fuels, 2019

to the plans by all countries. If it is not 
possible to cut the use of non-renewables 
completely and switch to renewable ones 
right away, the future framework may 
focus on increasing the efficiency use of 
current energy sources to optimize each 
drop of the non-renewables by providing 
funding through grants instead of re-
payable loans. The International Energy 
Agency5 suggests that this could prove 
to be the solution to reducing emissions 
while keeping the costs low.

Cutting emissions is important and is 
becoming increasingly urgent. However, 
such a goal should not leave wealthy na-
tions kicking down the ladder and suffo-
cating developing countries. A global co-
ordination and more concrete framework 
must be established in order to ensure a 
“just” climate transition, reaching the goal 
to make a better environment while help-
ing countries prosper.
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1	� For more information, see: https://www.climate-transparency.org/g20-climate-performance/the-climate-
transparency-report-2020

2	� See Foreign aid reached record high of $161.2bn during COVID | World Economic Forum (weforum.org)
3	� See https://www.ft.com/content/f9a03568-1cb1-4218-a519-5fcbe528d03a
4	� See IMF Financial Development Index Database on https://data.imf.org/?sk=F8032E80-B36C-43B1-AC26-

493C5B1CD33B
5	� See https://iea.blob.core.windows.net/assets/59268647-0b70-4e7b-9f78-269e5ee93f26/Energy_Efficiency_ 

2020.pdf

References
Carpentier, C. L., D’Alelio, D., Zuccolo, B. C., Combe, O., & Landveld, R. (2020, December 11). Unprecedented COVID-19 
stimulus packages are not being leveraged to accelerate SDG investment | UNCTAD. UNCTAD. https://unctad.org/news/
unprecedented-covid-19-stimulus-packages-are-not-being-leveraged-accelerate-sdg-investment

English, B., Forbes, K., & Ubide, Á. (2021). Monetary Policy and Central Banking in the Covid Era. VoxEU.

Hook, L., Bernard, S., & Campbell, C. (2021, May 21). How can the world get to net zero emissions by 2050? Financial 
Times. Retrieved January 31, 2022, from https://www.ft.com/content/f9a03568-1cb1-4218-a519-5fcbe528d03a 

IISD. (2021, October 27). Policy brief: Decoding net-zero pledges to meet Paris agreement goals, SDG 7:  
SDG Knowledge Hub: IISD. SDG Knowledge Hub. Retrieved January 31, 2022, from  
https://sdg.iisd.org/commentary/policy-briefs/decoding-net-zero-pledges-to-meet-paris-agreement-goals-sdg-7/ 

Maslin, M. (2021, February 3). A Short History of International Climate Change Negotiations – from. Global Governance 
Institute. https://ourworldindata.org/energy-mix

Owen-Burge, C. (2021, November 2). What’s the cost of net zero? Climate Champions.  
https://racetozero.unfccc.int/whats-the-cost-of-net-zero-2/

Ritchie, H. and Roser, M. (2020). Energy mix -–Fossil fuels: what share of energy comes from fossil fuels. Our World in 
Data. https://ourworldindata.org/energy-mix#fossil-fuels-what-share-of-energy-comes-from-fossil-fuels

Trading Economics. (2021). Government Budget – G20. https://tradingeconomics.com/country-list/government-budget

UNCTAD. (2021, October 28). Green industrial policies key for developing countries to adapt to climate change | UNCTAD. 
https://unctad.org/news/green-industrial-policies-key-developing-countries-adapt-climate-change

UNEP. (2021, September 16). COVID-19 caused only a temporary reduction in carbon emissions – UN report. UN 
Environment. https://www.unep.org/news-and-stories/press-release/covid-19-caused-only-temporary-reduction-
carbon-emissions-un-report

Weber, M., & Newhouse, D. (2021, March 30). Developing countries introduced an unprecedented social protection and 
jobs policy response to mitigate the effects of the pandemic. World Bank Blogs. https://blogs.worldbank.org/jobs/
developing-countries-introduced-unprecedented-social-protection-and-jobs-policy-response

World Bank Group. (2021, December 23). 2021 Year in Review in 11 Charts: The Inequality Pandemic. World Bank. 
https://www.worldbank.org/en/news/feature/2021/12/20/year-2021-in-review-the-inequality-pandemic

World leaders launch call for renewed support for vaccination in 2022 as part of the global fight against COVID-19. 
(2022, January 19). Gavi, the Vaccine Alliance. https://www.gavi.org/news/media-room/world-leaders-launch-call-
renewed-support-vaccination-2022-part-global-fight

https://www.climate-transparency.org/g20-climate-performance/the-climate-transparency-report-2020
https://www.climate-transparency.org/g20-climate-performance/the-climate-transparency-report-2020
https://www.weforum.org/agenda/2021/04/foreign-aid-2020-covid-19-oecd/
https://www.ft.com/content/f9a03568-1cb1-4218-a519-5fcbe528d03a
https://data.imf.org/?sk=F8032E80-B36C-43B1-AC26-493C5B1CD33B
https://data.imf.org/?sk=F8032E80-B36C-43B1-AC26-493C5B1CD33B
https://iea.blob.core.windows.net/assets/59268647-0b70-4e7b-9f78-269e5ee93f26/Energy_Efficiency_2020.pdf
https://iea.blob.core.windows.net/assets/59268647-0b70-4e7b-9f78-269e5ee93f26/Energy_Efficiency_2020.pdf
https://www.ft.com/content/f9a03568-1cb1-4218-a519-5fcbe528d03a
https://sdg.iisd.org/commentary/policy-briefs/decoding-net-zero-pledges-to-meet-paris-agreement-goals-sdg-7/


33

Planetary Boundaries

32

GLOBAL SOLUTIONS JOURNAL ∙ ISSUE 8

Paving the way for 
carbon neutrality
How G20 countries can use sustainable 
digitalization
Opinion piece

Author:

Alexander Bonde 
Secretary General 
The German Federal 
Environmental Foundation 
(Deutsche Bundesstiftung 
Umwelt – DBU)

Institution:

Social media: 
Twitter: @umweltstiftung 
LinkedIn: https://www.linkedin.com/company/
deutsche-bundesstiftung-umwelt/

Keywords:  
sustainable digitalisation, transformation, 
carbon neutrality

The German Federal Environmental Foundation 
(Deutsche Bundesstiftung Umwelt DBU) 
is one of Europe’s largest foundations. It 
funds innovative, exemplary and solution-
oriented projects for the protection of the 
environment, with special consideration of 
small and medium-sized enterprises. The 
funding activities focus on environmental 
technology and research, nature conservation, 
environmental communication and protection 
of cultural assets.

Nowadays, nearly every country is saying 
the same thing: It’s time for us to finally 
become leaders in terms of digitalization! 
It’s time to take charge – after all, pursu-
ing digitalization at full speed will make 
everything faster, easier and better. The 
G20 countries and their economies are the 
most influential actors in this arena. And 
the race among the leading G20 nations to 
be number one in the digital sphere has 
been underway for quite some time – and 
is extremely dynamic, as illustrated by the 
“Digital Riser Report 2021.”1

Two questions:  
Why do we even want to be leaders in the 
first place?  
 
What, exactly, is our goal?

The first question is relatively easy to an-
swer: Everyone likes to win, be it a game, 
a discussion or a competition. Winning is 
simply a nice feeling. We idolize extraordi-
nary athletes like Usain Bolt, Simone Biles 
and Michael Phelps because of their wins. 
At the same time, they inspire us to strive 
for excellence, provide us motivation and 
reveal to us what’s possible. They push the 
limits of feasibility.

And that is precisely what we need 
when we consider the second question: 
What is our goal? In light of the crises of 
climate change, loss of biodiversity and 
excessive resource consumption, discom-
fort with calls for “higher, faster, further” 
is growing. The vital importance of living 
and working in harmony within the natural 
planetary boundaries is becoming increas-
ingly clear. In order to address the issues 
of our time, we need a digital transforma-
tion that is also a sustainable one.

On the path to carbon neutrality, we 
cannot afford to ignore the opportunities 
presented by the digital transformation in 
terms of the economy, society and the en-
vironment: Digital technologies have the 
power to fundamentally transform practi-
cally every economic sector and facilitate 
green innovation. At many companies, the 
conversion to the (Industrial) Internet of 
Things is well underway – and the oppor-
tunities for sustainability are becoming 

»�On the path to 
carbon neutrality, 
we cannot afford 
to ignore the 
opportunities pre-
sented by the digi-
tal transformation 
in terms of the 
economy, society 
and the environ
ment: Digital tech
nologies have the 
power to funda
mentally transform 
practically every 
economic sector 
and facilitate green 
innovation.«

https://www.linkedin.com/company/deutsche-bundesstiftung-umwelt/
https://www.linkedin.com/company/deutsche-bundesstiftung-umwelt/
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tribution. However, this will require signifi-
cant acceleration. If digitalization proceeds 
at its current, moderate speed, Germany 
will only save 78 megatons of CO2, which 
corresponds to only one-third of the sav-
ings required by 2030. The study takes into 
account not only the positive effects of dig-
italization, but also the ecological costs, 
meaning the carbon emissions resulting 
from digitalization itself. After all, the 
manufacture and operation of end devices 
such as smartphones, computers, and tab-
lets, in particular, but also the operation of 
the network infrastructure and data cen-
ters all generate considerable CO2 emis-
sions. A study carried out by the Border-
step Institute came to the conclusion that 
1.8 to 3.2 percent of global greenhouse gas 
emissions in the year 2020 were the result 
of the production, operation, and disposal 
of digital end devices and infrastructures.3 
Therefore, the challenge will be to pursue 
digitalization while maintaining a sense 
of proportion. Overall, according to the 
Bitkom study, the potential CO2 savings of 
digital technologies is around five times 
greater than the emissions generated 
by these technologies. Furthermore, the 
study also shows that accelerated digi-
talization not only contributes to climate 
and environmental protection efforts, but 
also increases the competitiveness of the 
German economy.

While key industry players have the 
capital and personnel to actively shape 
these kinds of radical transitions, the 
digital transformation poses a challenge 
for small- and medium-sized enterprises 
(SMEs) in G20 countries. Therefore, to-
gether with co-sponsor B.A.U.M. e. V., the 
German Federal Environmental Founda-
tion (DBU) is using the platform nachhaltig.

clear: whether that means using fewer 
resources or less energy or increasing 
environmental and climate protection.

Germany offers an example of just how 
great these opportunities can be: Accord-
ing to a study carried out by Bitkom,2 the 
German ICT sector association, in autumn 
2020, digitalization can account for nearly 
half of the “work” required for Germany 
to achieve its climate goals of 2030 by 
reducing CO2 emissions by as much as 
120 megatons. This enormous potential 
for cutting carbon emissions lies mainly 
in the areas of industrial manufacturing, 
mobility, and energy production and dis-

»�In order for sus-
tainable digital
ization to gain 
momentum, we 
need to shape the 
digital transforma-
tion accordingly. In 
particular, compa-
nies need support, 
favorable condi-
tions and feasible 
courses of action. 
Politicians are ur-
gently called upon 
to take action.«

In order for sustainable digitalization 
to gain momentum, we need to shape the 
digital transformation accordingly. In par-
ticular, companies need support, favorable 
conditions and feasible courses of action. 
Politicians are urgently called upon to take 
action. As a promoter of innovation, the 
German Federal Environmental Founda-
tion wants to contribute to these efforts 
by continuing to fund projects and green 
start-ups as well as with the platform na-
chhaltig.digital. 

As an enabler of this transformation, 
the digital industry must also be driven by 
sustainability and climate protection. As 
pioneers, major technology corporations 
can set the tone for a “green” transfor-
mation and motivate other actors to take 
more decisive steps. At the same time, 
with their efforts they can also serve as 
enablers for the digital transformation of 
small- and medium-sized enterprises. 
From sustainable digital infrastructures 
in both urban and rural areas, green data 
centers or decentralized computing pow-
er: there is much to do – and much to be 
gained!

digital (sustainably.digital) to provide Ger-
man SMEs with a path towards sustainable 
digitalization by offering concrete exam-
ples and a powerful network. As part of 
the 2020 nachhaltig.digital Monitor,4 500 
decision-makers were asked about the 
current state of sustainability and digita-
lization in German SMEs. From the deci-
sion-makers’ perspective, digitalization 
is creating greater market access and fa-
cilitating the decentralized production of 
goods, for example through cloud-based 
additive manufacturing. At the same time, 
75 percent of respondents pointed to more 
efficient use of resources and 51 percent 
to reduced energy consumption as poten-
tial ecological benefits of digitalization. 
On the whole, 55 percent of respondents 
feel that the digital transformation will in-
crease corporate sustainability. However, 
this potential can only be unlocked if the 
necessary infrastructure is in place – this 
is the foundation of every digitalization 
and manufacturing strategy in the age of 
the (Industrial) Internet of Things. At the 
moment, the major hurdles to dedicated 
sustainable digitalization are a lack of 
knowledge (67 percent) and concrete, re-
al-world examples and solutions (both 65 
percent), coupled with a lack of infrastruc-
ture and financial support (53 percent). 
Currently, only 7 percent of respondents 
feel that digitalization poses a risk to sus-
tainability – from the DBU’s perspective, 
greater awareness of this potential risk is 
required in order to prevent digitalization 
from further exacerbating the growing 
demand for energy and resources as well 
as increasing greenhouse gas emissions, 
as the German Advisory Council on Global 
Change (WBGU) noted in its 2019 flagship  
report.5

»�As an enabler of 
this transforma-
tion, the digital 
industry must also 
be driven by sus-
tainability and cli-
mate protection.«
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The opportunity to actively shape the 
digitalization process while at the same 
time advancing the interests of your com-
pany should be available to the many, not 
the few. Whether start-ups, SMEs or in-
dustry giants: no one can afford to miss 
out on the digital transformation. How-
ever, always in proportion and as a tool 
for green innovation. The G20 countries 
represent nearly two-thirds of the global 
population, around 80 percent of the an-
nual global GDP and around 80 percent of 
global CO2 emissions: they need to lever-
age the enormous potential of a sustain-
able digital transformation, thereby paving 
the way for carbon neutrality.

1	� “Digital Riser Report 2021” from the ESCP Business School Berlin’s European Center for Digital 
Competitiveness. You can find a summary of the results as well as detailed profiles of the leading digital risers 
here: www.digital-competitiveness.eu/digitalriser 

2	� Bitkom study “Climate Effects of Digitalization”, carried out by Accenture (German version): https://www.bitkom.
org/sites/default/files/2021-03/bitkom_studie_klimaeffekte-der-digitalisierung_final_210318.pdf

3	� Bitkom study “Climate Protection through Digital Technologies – Opportunities and Risks”, carried out by the 
Borderstep Institute (German version): https://www.bitkom.org/klimaschutz-digital

4	� Rüter, J., & Fink, J. (2021). nachhaltig.digital 2020 Monitor. Osnabrück: nachhaltig.digital. https://doi.
org/10.24359/JKAB-CM29; https://nachhaltig.digital/blog/1444

5	� German Advisory Council on Global Change (WBGU) (2019): Towards our Common Digital Future. Berlin: WBGU.

http://www.digital-competitiveness.eu/digitalriser
https://www.bitkom.org/sites/default/files/2021-03/bitkom_studie_klimaeffekte-der-digitalisierung_final_210318.pdf
https://www.bitkom.org/sites/default/files/2021-03/bitkom_studie_klimaeffekte-der-digitalisierung_final_210318.pdf
https://www.bitkom.org/klimaschutz-digital
https://doi.org/10.24359/JKAB-CM29
https://doi.org/10.24359/JKAB-CM29
https://nachhaltig.digital/blog/1444
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The GIZ project “Initiative Resource 
Efficiency and Climate Action-IREK II”, 
financed through the German Federal 
Ministry for the Environment, Nature 
Conservation, Nuclear Safety and Consumer 
Protection (BMUV), promotes issues of 
resource efficiency and climate action in 
international dialogue and cooperation 
processes, and in G20 emerging economies. 
GIZ is Germany’s development agency 
providing services in the field of international 
development cooperation.

How to advance a resource-efficient circu-
lar economy1 is a recurrent agenda topic in 
many high-level fora, including since 20172 
at the G20. For example, a high-level “G20 
Resource Efficiency Dialogue”3 has been 
organized regularly by G20 presidencies 
since 2017, discussing challenges, public 
and private sector good practices and the 
role of the G20 in advancing national re-
source-efficient circular economy policies. 
The upcoming G20 presidencies of Indone-
sia (2022) and India (2023) plan to continue 
these deliberations. 

The private sector is the key imple-
menter of a transition towards a re-
source-efficient circular economy. And 
in most countries, including emerging 
economies, small and medium companies 
(SMEs) are the backbone of the economy 
for such a transition. Two case studies 
from G20 emerging economies (India and 
Mexico) provide insights into current dis-
cussions about the challenges and oppor-
tunities SMEs are facing in adopting such 
business models, and which challenges 
are specific to each country. While in In-
dia the inclusion, and (skill) development 
of the vast informal workforce is consid-
ered a particular challenge, in Mexico the 
challenges of integrating SMEs more ef-
fectively into (global) value chains are at 
the forefront of public policy concerns. 

INSIGHTS FROM INDIA 
Since 2015 when it constituted the Indian 
National Resource Panel (InRP), India has 
witnessed an impressive development of 
public policies towards mainstreaming 
Resource Efficiency (RE) and a Circular 
Economy (CE). Taking note of the InRP’s 
recommendations, in 2017 the Indian gov-
ernment think tank NITI Aayog4 launched 

The EU Resource Efficiency Initiative  
(EU – REI), is an EU-financed support 
project for the Government of India in the 
implementation of the UN global Sustainable 
Consumption and Production (SCP) agenda 
by way of adapting international standards 
and best practices in business on resource 
efficiency and fostering the efficient and 
sustainable use of natural resources.
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Business sector stratification and the 
role of MSMEs
The Indian MSME sector contributes about 
29% to GDP (IBEF 2021).10 In 2021, India’s 
Ministry of Micro, Small and Medium En-
terprises (MSME) registration portal reg-
istered nearly 5.8 million MSMEs, with 
5.4 million micro, 0.29 million small and 
33,054 medium-sized enterprises. The In-
dian MSME sector is highly heterogenous 
and dynamic and divided into a formal, 
semi-formal and informal workforce. For a 
resource-efficient circular economy tran-
sition, the MSME sector is considered key 
given its dynamic and innovative nature. 
However, the sector still requires a mas-
sive transition to undertake CE measures, 
including practices to enhance traceability 
of materials and production efficiency with 
technological support. A critical challenge 
is how to address, integrate and support 
semi-formal and informal sector busi-
nesses and workers. 

Major challenges for MSMEs
The regulatory and policy framework for 
CE is evolving. On the positive side, there 
are already policies in place, and a larger 
cultural understanding exists towards re-
use, repair and extended use of products 
supported by a semi-formal/informal re-
pair economy. However, CE development 
is still at an early stage. It needs a strong 
push through policy and incentives for 
industry, including access to environ-
ment-friendly and safe technology and 
the formalisation of informal sector actors 
who are primarily engaged in resource 
recovery through collection, aggregation, 
dismantling and recycling. 

The proposed National Mission on Cir-
cular Economy and draft National Resource 

a National Strategy on Resource Efficiency 
focusing on institutional mainstreaming 
and sectoral uptake. It led, inter alia, to 
the launch of four resource efficiency sec-
toral strategies (2019) for the steel,5 al-
uminium,6 construction and demolition7 
and electrical and electronics sectors.8 
In 2020, the government of Goa released 
a first state-level RE Strategy with focus 
on three sectors, tourism, building/con-
struction, and marine litter. All these 
strategies highlight the significance of 
the status of the MSME sector, including 
informal actors in RE- and CE-related 
activities. 

In 2021, India also moved towards 
having a Circular Economy Framework. 
The need for a “Mission Circular Econo-
my” was emphasized by the Indian Prime 
Minister in his 2021 Independence Day 
address.9 The constitution of 11 Circular 
Economy Committees by NITI Aayog un-
derlines that CE offers a “new paradigm.” 
These 11 committees aim at adopting CE 
measures, including fiscal incentives, 
stricter regulations, extended producer 
responsibility frameworks and deposit 
refund options. 

»�The private sector, 
particularly SMEs, 
is the key imple-
menter of a transi-
tion towards a 
resource-efficient 
circular economy.«

ing, for example, in the construction and 
demolition sector, or on raw material 
procurement, which leads to severe cost 
implications. There is a strong need for 
redesigning such fiscal instruments. 
Transportation costs are another barrier 
that make many secondary raw materi-
als costly in the absence of co-location of 

facilities. Subsidies or incentives such as 
those for the use of fly-ash are needed for 
all classes of secondary raw materials. 
Also, accessibility to subsidies and incen-
tives needs to be greatly enhanced. For the 
MSME sector, even short-term capital in 
the absence of incentives and subsidies is 
difficult to access for CE activities. With-
out incentives, MSME CE-related products 
and technologies cannot compete in the 
market.

The uptake of CE models still faces 
acceptance problems due to a dominant 
linear economic mindset among business 
owners, including at local levels. There 
is need, for example, for recognition and 

Policy have the potential for strengthen-
ing MSME capacities to adopt CE as a new 
business model across different life-cycle 
stages. The highest potential is seen for 
eco-design, repair, remanufacturing, recy-
cling and decentralized sharing platforms 
for different resources. 

Around 80–90% of CE-related activ-
ities in India, like end-of-life collection, 
dismantling, and resource recovery, are 
undertaken in the informal sector. The 
supply chains across the MSME sector are 
often segregated and face disruptions due 
to migration. The precarity itself inhibits 
skill building and capacity building on CE 
measures at all levels. Obsolete and inef-
ficient technologies also lead to leakages 
and lower levels of effectiveness and pose 
health-hazards to workers devoid of some-
times basic occupational and health safety 
equipment and insurance. Also, the lack of 
government approved infrastructure and 
access to clean technologies remains one 
of the key barriers. Support towards the 
formalization of the workforce, capacity 
building, skills training and infrastructural 
support will be key for the CE transition. 

MSMEs often face barriers with respect 
to accessing timely and collateral-free fi-
nancing. Challenges with client acquisition 
and informality in the value-chain lead to 
uncertainty of repayment concerns among 
the lenders, including banks and financial 
institutions. Convincing lenders of the 
economic viability of untested CE models 
is a challenge. Innovation in CE financing 
is needed to support technological, struc-
tural and transition support to the MSME 
sector in India. 

The current system of goods and ser-
vices taxes (GST) has a higher percentage 
of taxation on many CE products, includ-

»�The uptake of 
circular economy 
models still fac-
es acceptance 
problems due to 
a dominant linear 
economic mindset 
among business 
owners.«
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duction and Consumption (2014–2018).11 A 
more recent general law on climate change 
also includes explicit references. Current-
ly, a General Circular Economy Law is being 
discussed by the Congress to establish a 
legal framework with the necessary ele-
ments for an orderly transition from a lin-
ear to a circular economy. The Secretariat 
of Environment and Natural Resources 
(SEMARNAT) has among its objectives 
to foster a pollution-free environment by 
promoting sustainable production pat-
terns, including the implementation of CE 
practices.

Business sector stratification and role 
of SMEs
According to the 2019 Economic Census 
where Mexican establishments12 are strat-
ified, there were 4,800,157 economic units 
in the country, of which 94.9% correspond 
to micro enterprises, 4.9% to small and 
medium-sized enterprises and 0.2% to big 
enterprises. In 2018, 1,899,812 enterprises 
were part of the services sector, 2,248,315 
were in charge of commercial activities and 
just 579,828 were related to manufacturing 
activities. Of these three economic branch-
es, the manufacturing sector has the high-

support for emerging CE business models 
through the development of certifications 
and labelling. Low market acceptance of 
CE products due to a lack of certifications 
and standards for materials, products, 
processes and services affects business 
viability. The MSME sector requires in-
formation sharing, capacity building and 
financial support to undertake often ex-
pensive certification processes. 

Way forward
There is still need for harmonization of 
policies. While the 2016 revised Solid 
Waste Management Rules and Plastics 
Waste Management Rules take into ac-
count the role played by the informal 
sector and also provide a framework for 
formalization, the E-waste Rules (2016) do 
not recognize the extensive informal sec-
tor engagement in e-waste recycling. The 
Central Pollution Control Board Guidelines 
for collection and storage of e-waste again 
provide for the inclusion of the informal 
sector managed by producers for collec-
tion of e-waste. 

It is imperative for any successful re-
source-efficient CE strategy to recognize 
and include the informal sector (work-
force). This will depend on developing new 
or reforming existing policies. The RE Sec-
toral Strategies recognize the crucial role 
played by the informal sector in providing 
CE-related services, which are good poli-
cies to build upon.

INSIGHTS FROM MEXICO
The sustainable use of natural resources 
and the decoupling of resource consump-
tion from economic development have first 
been named as important goals in Mexico 
in the National Program on Sustainable Pro-

»�Formalization of 
the workforce, 
capacity building 
and skills training 
will be key for the 
circular economy 
transition.«

big (often transnational) companies. This 
industrial structure represents both a 
particular challenge and an opportunity 
moving towards more resource-efficient 
value chains. The major challenge lies in 
finding the right methodologies to assess 
the actual use of resources and define 
strategies that facilitate their efficient use 
and monetize the benefits of their imple-
mentation. The potential lies in the fact 
that in the manufacturing sector, many 
supply chains converge to produce stock 
and materials for different industrial pro-
cesses, as well as consumer products that 
are part of national and global markets. 
This gives SMEs the chance to work more 
closely with big enterprises for improved 
and coordinated actions towards a more 
efficient use of resources and materials 
across the value chains.

Taking this into account, it is key for 
Mexican SMEs to establish solid rela-
tions with big companies operating in the 
same supply chain(s) and work together 
to define common needs and strategies 
for a better use of resources, a reduction 
of waste generation, and alternatives to 
capture materials that can be reused in 
multiple production chains. Also, a better 
integration with global production chains 
can bring benefits to SMEs because it of-
fers access to training and technical as-
sistance, to industrial and environmen-
tal certifications, to better sustainable 
practices and standards, to green and 
sustainable financing options and to the 
possibility of participating in internation-
al markets. However, SMEs must also be 
enabled to establish priorities according to 
their economic resources. For some, this 
is the acquisition of raw materials, inputs 
and machinery or the payment of salaries, 

est relevance in Mexico for both industrial 
production and impact on the environment. 
Despite representing only 12.1% of com-
panies, this sector generates 48.2% of the 
national production (10,800,994 million 
Mexican pesos) and has the biggest po-
tential to cause a change towards more 
resource-efficient consumption and pro-
duction that includes an efficient use of 
materials, by-products and waste, at com-
pany and consumer levels. 

The industrial sector of Mexico, espe-
cially manufacturing enterprises in the au-
tomotive, textile, electrical, chemical, con-
struction and aerospace sectors, among 
others, depend on local and global supply 
chains. SMEs have an important role by 
supplying essential components, parts and 
materials used in these subsectors, but do 
not operate very resource-efficiently yet.

Major challenges for SMEs 
In Mexico, the adoption of resource and 
climate-friendly measures by SMEs is 
still limited, mainly due to a lack of knowl-
edge, understanding and capacities, and 
in some cases, few financing options and 
incentives. A performance and progress 
gap towards adopting resource-efficient 
practices can be observed between, on the 
one hand, transnational enterprises and, 
on the other hand, SMEs. Transnational 
enterprises, which often already follow in-
ternational sustainability or environmental 
guidelines, have begun to act to improve 
their environmental performance. Howev-
er, these companies represent less than 
1% of the manufacturing sector in Mexico, 
compared to SMEs (5.5%) and micro com-
panies (93.7%.). 

Many of the Mexican SMEs are es-
sential elements in the supply chains of 
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tions and the development of self-manage-
ment capacities for a better understanding 
of their processes and operations, as well 
as their needs to achieve competitiveness 
and sustainability.

What’s next? 
India and Mexico are about to adopt and/or 
further develop a national circular econ-
omy strategy, policy or law. The further 
reform or improved implementation of 
existing sector policies and strategies and 
incentives for industry, in particular SMEs, 
will be key steppingstones to move from 
linear to resource-efficient circular econ-
omy business practices. 

The Italian G20 presidency (October 
2021) has updated the G20 Resource Effi-
ciency Dialogue Roadmap (first launched 
under the Japanese presidency 201914), 
putting this G20 workstream on a more 
permanent basis. This G20 Roadmap iden-
tifies key areas of action, requests G20 
countries to intensify knowledge exchange 
at national level, among each other for 
peer learning, and to advance activities in-
ternationally towards a resource-efficient 
circular economy future through new part-
nerships and cooperation. The mandate is 
there for G20 countries to keep moving, 
both nationally and internationally.

while for others, it could be investment in 
development, innovation and technologies 
to improve their processes and products.

Way forward
The role of the public sector, particular-
ly at the federal government level, is to 
provide appropriate incentives to SMEs 
to ease such a transition to resource-effi-
cient production practices. A national strat-
egy related to circular economy, implement-
ed together by different ministries, could 
define the approach that Mexico’s public 
sector should have to assure the participa-
tion and responsibility of these enterprises 
in this transition. 

Positive national experiences already 
exist, and their lessons should be adopted, 
such as the Environmental Leadership for 
Competitiveness Program13 of the Feder-
al Attorney for Environmental Protection 
(PROFEPA). This program sought to im-
prove the environmental performance of 
SMEs through the promotion of resource 
efficiency, environmental compliance on 
a voluntary basis beyond national regula-

»�A progress gap 
towards adopting 
resource-efficient 
circular economy 
practices can be 
observed between 
transnational 
enterprises and 
SMEs.«

1	 �Kindly note that in both national and international fora, the terms “resource-efficiency”, “circular economy” are 
increasingly used in an interchangeable way given their ultimately common objectives. For the purpose of this 
article, “resource-efficiency” and “circular economy” are understood as compatible approaches/concepts, which 
serve to achieve sustainable production and consumption pattern.

2	� Compare the mandate of the G20 Resource Efficiency Dialogue (2017) at https://www.g20germany.de/Content/
DE/_Anlagen/G7_G20/2017-g20-resource-efficiency-dialogue-en___blob=publicationFile&v=4.pdf

3	� See the official G20 Resource Efficiency Dialogue website at https://g20re.org/index.html and for the adoption of 
the updated Resource Efficiency Roadmap (October 2021), compare https://www.mite.gov.it/sites/default/files/
archivio/allegati/newsletter/G20_ROADMAP/15_11_G20%20RED%20Agenda.pdf

4	� Indian Government’s Think Tank (erstwhile Planning Commission)
5	� Accessible here: https://www.eu-rei.com/pdf/publication/NA_MoS_Strategy on RE in Steel Sector_Jan 2019.pdf 
6	� Accessible here: https://www.eu-rei.com/pdf/publication/NA_MoM_Strategy on RE in Aluminium Sector_Jan 

2019.pdf
7	� Accessible here: https://www.eu-rei.com/pdf/publication/NA_MoHUA_Strategy on RE in C&D Sector_Jan 2019.

pdf
8	� Accessible here: https://www.eu-rei.com/pdf/publication/NA_MeitY_RE Strategy in EEE Sector_Jan 2019.pdf
9	� See transcript: PM’s address at G20 Summit, Session III: Sustainable Development | Prime Minister of India 

(pmindia.gov.in) 
10	� MSME Industry in India – Market Share, Reports, Growth & Scope | IBEF 
11	� Please see for the SCP-Programme: https://www.gob.mx/cms/uploads/attachment/file/30928/

ProgramaEspecialdeProduccionyConsumoSustentable.pdf
12	� Compare National Institute of Statistics and Geography (INEGI) (2020), Mexico https://www.inegi.org.mx/

contenidos/productos/prod_serv/contenidos/espanol/bvinegi/productos/nueva_estruc/702825198657.pdf
13	� Programa Liderazgo Ambiental para la Competitividad (in Spanish), https://www.gob.mx/profepa/acciones-y-

programas/programa-de-liderazgo-ambiental-para-la-competitividad-56619
14	� See the original 2019 G20 Resource Efficiency Roadmap at https://g20re.org/pdf/Roadmap_for_the_G20_

Resource_Efficiency_Dialogue.pdf
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The Economic Research Institute for ASEAN 
and East Asia (ERIA), based in Jakarta is an 
international research organisation established 
in 2007 by a formal agreement among 16 
Heads of Government in 2007. It works closely 
with the ASEAN Secretariat, policy makers 
and research institutes from East Asia to 
provide intellectual and analytically sound 
evidence-based policy recommendations. 
ERIA conducts research under three pillars: 
Deepening Economic Integration, Narrowing 
Development Gaps and Achieving Sustainable 
Development Goals. In order to disseminate its 
research findings and solicit inputs from various 
stakeholders, ERIA organises seminars and 
symposia which nurture a sense of community 
in the region. The policy recommendations are 
intended to help in the deliberation of the annual 
summit leaders and ministerial dialogues. 

Almost two years into the COVID-19 pan-
demic, the crisis has structurally trans-
formed developing and advanced econ-
omies around the world. The cumulative 
economic and financial impacts on devel-
oping countries in the Global South are 
estimated to be much worse than those of 
the 2008 global financial meltdown (Eng-
ström et al, 2020). As countries around the 
world rush to repair their battered econo-
mies, G20 leaders must decide what type 
of economic recovery they want to pro-
mote. Will they choose policy measures 
that reinforce old economic structures, 
particularly those which will further lock 
in carbon-intensive development? Or will 
they see COVID-19 as a once-in-a-gener-
ation opportunity to build a better future 
that significantly improves smart, green 
and inclusive growth outcomes? As this 
paper argues, policies that support the 
transition to a low-carbon circular econo-
my are crucial to ensuring an economically 
resilient future, especially for developing 
countries in the Global South. 

RESETTING LONG-TERM GREEN 
POLICY MEASURES DURING THE 
PANDEMIC RECOVERY
Resetting long-term policy measures in 
support of green and inclusive growth 
during the pandemic recovery is critical for 
three reasons. First, developing countries 
in the Global South need to regain ground 
in their battle against climate change 
which was interrupted by the Covid-19 
pandemic. Heat waves, droughts, floods, 
and cyclones have become more intense 
and frequent in developing countries. Re-
cent research found that the impact of 
climate change on agriculture, tourism, 
energy demand and labor productivity 

will collectively result in a loss of about 
8–11% of the world’s combined annual 
economic growth by the end of the cen-
tury (IPCC, 2017). Second, stimulus pol-

icies, when combined with appropriate 
skill development programs, generated 
more jobs in low-carbon sectors such as 
renewable energy and the development of 
resource-efficient services. For example, 

»�Economic recovery 
measures an-
nounced by several 
developing coun-
tries in the Global 
South are not well 
harmonized to 
combat climate 
change and achieve 
co-benefits such as 
job creation. This 
lack of harmoniza-
tion is not a result 
of ignorance, but 
rather due to the 
complex nature of 
policymaking and 
implementation.«
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future (ETC, 2020). However, economic 
recovery measures announced by several 
developing countries in the Global South 
are not well harmonized to combat climate 
change and achieve co-benefits such as 
job creation. This lack of harmonization is 
not a result of ignorance, but rather due 
to the complex nature of policymaking and 
implementation (ERIA, 2021). Fig 1 shows 
the categorization of policy initiatives un-
dertaken during the emergency and recov-
ery phases of the pandemic in the Associ-
ation of Southeast Asian Nations (ASEAN) 

The global pathway to meet Paris 
Agreement targets by 2030 and net-zero 
emissions by 2050 requires all govern-
ments, particularly those of developing 
countries in Global South, to significantly 
strengthen and then successfully imple-
ment their energy, climate, economic and 

Garrett-Peltier (2017) and Engström (2020) 
found that every USD 1 million spent on re-
newable energy created 7.5 full-time jobs, 
and every USD 1 million spent on energy 
efficiency created 7.2 full-time jobs, which 
is significantly more than the 2.7 jobs gen-
erated from the same amount of invest-
ment in fossil fuels as part of the 2008 fi-
nancial stimulus packages. Third, policies 
that support internalizing externalities, 
such as carbon pricing, can strengthen 
the long-term competitiveness of indus-
tries in emerging markets that cater to the 
needs of advanced economies, which are 
increasingly demanding low-carbon prod-
ucts (WEF, 2020). Setting the right policies 
would also ensure foreign direct invest-
ments from a growing number of multi-
national companies that have made public 
commitments to move toward a net-zero 

Figure 1: Categorization of policy measures implemented in Southeast 
Asia during the pandemic recovery (April 2020 to March 2021)

ments will need to be fast, labor-inten-
sive in the short run, and have higher 

multiplier co-benefits in the long run. 
Investments with these characteristics 
include low-carbon energy infrastructure 
such as renewable assets, building energy 
efficiency, smart transport, innovations in 
green technologies, urban waste manage-
ment, and restoration of degraded forests. 
Implementing investment decisions on 
those assets will maximize co-benefits in 
at least three major ways, namely boost-

fiscal policies. At their first summit in the 
aftermath of the 2008 financial crisis, the 
leaders of the G-20 countries promised to 
use fiscal measures to stimulate consum-
er demand in green products and services 
as well as the rapid recovery of the global 
economy, especially as conventional pol-
icy appears to have reached its limits in 
many countries then and now. During the 
pandemic, leading G20 economies have 
announced economic stimulus packages 
that will pump approximately USD 3.7 tril-
lion directly into sectors that have a large 
and lasting impact on carbon emissions 
and nature, namely agriculture, forestry, 
industry, waste and energy and transport 
(Vivid Economics, 2021). However, the 
Greenness of Stimulus Index (GSI) shows 
that developing economies in the Global 
South to date have largely failed to har-
ness the opportunity (Aylward et al, 2021). 
Packages in parts of Europe, South Korea 
and Canada offer more promise for green 
growth. Regardless of economic struc-
ture or past performance in meeting the 
climate stabilization goals, each country 
in the Global South can steer its own re-
covery and stimulus packages to support 
low-carbon green growth with the follow-
ing three sets of policy tools. 

DESIGNING TRANSFORMATIVE 
ELEMENTS THAT BRING IMMEDIATE 
INCLUSIVE GROWTH CO-BENEFITS 
The quality, content and strength of the 
stimulus investments will determine 
both socio-economic and environmental 
outcomes for decades to come. Develop-
ing countries in the Global South have a 
unique opportunity to design recovery 
packages that create the right jobs and 
build a better future. The right invest-

»�A well-articulated 
smart and green 
growth strategy 
has the potential 
to bring tangible 
long-term benefits. 
It is designed to 
harness emerging 
digital technologies 
and principles of a 
circular low carbon 
economy, with stra-
tegic policy direc-
tives for inclusive 
growth and capacity 
building.«
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green technology solutions available to 
them, their commitment to the Paris Cli-
mate Agreement and their existing fiscal 
situation. But there are challenges and 
trade-offs in aligning short term stimu-
lus measures with long-term sustainabil-
ity goals. In countries with inadequate or 
less ambitious climate mitigation targets 
and financing polices, new short-term 
investments are likely to reinforce un-
sustainable trajectories. Almost all de-
veloping countries in the G20 entered the 
pandemic emergency phase still produc-
ing significant carbon emissions, air and 
water pollution. Many countries also lack 
sectoral targets to absorb targeted tech-
nology interventions. As a result, current 
recovery packages announced during the 
exit phase risk reinforcing the status quo, 
which is significantly tilted towards neg-

ing demand, creating jobs for the local 
workforce and maximizing pollution pre-
vention (Anbumozhi, Kalirajan and Kimu-
ra, 2018). 

A well-articulated smart and green 
growth strategy, as shown in figure 2, has 
the potential to bring tangible long-term 
benefits. It is designed to harness emerg-
ing digital technologies and principles of 
a circular low carbon economy, with stra-
tegic policy directives for inclusive growth 
and capacity building. In this regard, the 
South Korean stimulus packages place 
emphasis on green and digital invest-
ments The long-term decarbonization 
strategies or net-zero emission targets 
of Japan, the European Union, and China 
also provide helpful guidance. Neverthe-
less, the differences among their stim-
ulus packages reflect immediate smart 

Figure 2: An outlook for integrating smart and green growth  
objectives in pandemic recovery packages

to the inherent complexities of infrastruc-
ture investment, such as their long-term 
nature, interconnectedness, social im-
pacts, and positive and negative exter-

nalities, as well as policy and institutional 
impediments (Bhattacharya et al, 2020). 
Second, despite the large pool of available 
savings, mobilizing long-term finance at 
reasonable cost to match the risks of the 
project cycle, and ensuring that finance is 
well aligned with Nationally Determined 
Contribution (NDC) targets remain wide-
spread challenges (Chen et al, 2020). 

Tackling these challenges will require 
a concerted effort to strengthen invest-
ment policy and institutional frameworks, 
to design projects based on low-carbon 
green growth criteria, and to develop bet-
ter platforms for project preparation. De-
veloping innovative financing structures 
such as the Green Finance Catalysing Fa-

ative environmental outcomes, and may 
amplify climate risks in the medium term 
(Anbumozhi, Kalirajan and Yao (2022). But 
challenges common to both developed and 
developing countries include the required 
behavioural changes by households and 
the affordability of new low-carbon tech-
nologies (Cable, 2016). For developing 
countries in the Global South, the chal-
lenges are that stimulus packages should 
have balanced the implementation of cli-
mate change adaptation and emissions 
reductions measures, while improving 
economic growth and poverty reduction.

UPSCALING INVESTMENTS BY 
ESTABLISHING A GREEN FINANCE-
CATALYSING FACILITY FOR THE 
GLOBAL SOUTH
Economic recovery and stimulus pack-
ages in developing countries are to be 
implemented in an ecosystem where 
several large-scale, low-carbon infra-
structure investments have already been 
cancelled or postponed due to the pan-
demic (Anbumozhi, 2021). Governments 
in developing countries can assess these 
projects and restart them, which will help 
limit cost-overruns for projects that have 
been interrupted. There are also many 
smaller-scale projects that have strong 
multiplier co-benefit effects in terms of 
local economic growth, employment, and 
climate payoffs, and can be implemented 
fast. Nevertheless, there are two funda-
mental and persistent gaps that limit the 
amount and quality of low-carbon invest-
ment needed. First, countries are often 
unable to transform the tremendous de-
velopmental needs and climate change 
mitigation opportunities into a concrete 
pipeline of bankable projects. This is due 

»�There are also 
many smaller-
scale projects that 
have strong multi-
plier co-benefit 
effects in terms 
of local economic 
growth, employ-
ment, and climate 
payoffs, and can be 
implemented fast.«
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promised to find ways to promote and 
channel tens of billions into low-carbon 
investments.

But private finance will not flow in a 
vacuum. There is a close relationship be-
tween the way incentives are handled and 
an increase in investments. So, the public 
sector needs to focus on the efficiency of 
the finance industry to help channel pri-
vate savings into investments. This will not 
only give investors a return in the short 
run, but it will also ensure that those re-
turns are economically sustainable in 
the long run. The good news is that the 
financial industry is not short of savings to 
invest. At the global level, some USD 300 
trillion is represented in capital markets, 
a little more than half from commercial 
banks, the rest from insurance and insti-
tutional investors. 

The motivation for private financing of 
low-carbon infrastructure is not strong. 
If a carbon-intensive investment gives a 
greater return than that of a clean and 
green alternative, investors cannot ignore 
the business case for making profits. 
That is why over 300 financial institutions 
urged world leaders at COP26 to reach an 
agreement on climate financing. They are 
ready to pay a price for carbon if it makes 
their investment relatively more attractive. 
These financial institutions have not sud-
denly become climate activists. They grad-
ually understood that unless the climate is 
stable, the economy in which they invest 
will be at risk.

Moreover, most private investments 
directed toward climate change in devel-
oping countries of the Global South are not 
made by financial institutions but by big 
corporations. And most of the time they 
do not reach out to their bankers but pay 

cility (LCFCF) will help to mobilize all pools 
of finance, public, private and international 
development aid. 

Once established, an LCFCF with de-
veloping countries in the Global South as 
members could have the following objec-
tives (i) to directly catalyse a pool of small 
scale bankable low -carbon projects (ii) 
to assist low-carbon investors in creating 
financially viable portfolio of projects that 
meet the NDC targets and SDG goals (iii) 
to strengthen national low-carbon green 
growth policies, allowing a gradual re-
duction of national fiscal burdens, (iv) to 
mitigate project risk through concessional 
sovereign risk and development finance, 
and (v) to access private finance. In con-
trast to common infrastructure finance ap-
proaches, establishing an LCFCF will also 
help mitigate risk and enable investment 
for small-scale, high-risk projects. 

ENHANCING POLICY FRAMEWORKS 
FOR MOBILIZING PRIVATE CAPITAL
Delivering on international climate fi-
nance at the scale required was the sticki-
est point of contention between developed 
and Global South developing countries 
at the 2021 COP 26 meeting in Glasgow. 
That is because most of the NDC targets 
pledged by countries as part of the Paris 
Agreement are conditional, that is, subject 
to the availability of an estimated USD 1 
trillion (IEA, 2021). Developing countries 
are grappling with a long-term debt and 
liquidity crisis, aggravated by the pandem-
ic. But the run-up to COP 26 witnessed 
extraordinary support from the global 
finance industry. The world’s largest in-
vestors called for a robust, transparent, 
and fair climate deal and promised that 
they would make money available. Banks 

bon-intensive investments over low-car-
bon investments. For example, credit rat-
ing agencies, which determine whether 
a bond is investible, do not consider risk 
beyond three years. So, a bond backed by 
a fossil fuel power plant can receive the 
same rating as a renewable energy plant 
driven by solar or wind. 

The same is true for accounting stan-
dards. Even though they claim to be pru-
dent, they do not question the value of 
stranded assets. The risk measures used 
to manage banks are backward looking 
and are ill adapted to foresee climate 
risks that lie ahead. Investment institu-
tions, which owe a fiduciary duty of care 
towards their stakeholders, often ignore 
the effects of climate change on the pop-
ulation for which investment decisions are 
made. Shareholders, citizens, and policy 
makers alike need to ensure that finan-
cial systems are fit for purpose to achieve 
net-zero targets. In short, a significant, 
coordinated effort is necessary among de-
veloping countries in the Global South to 
drive future investments towards climate 
change mitigation and adaptation.

In any case, the world was on an unsus-
tainable path, vulnerable for the climate, 
even before the pandemic crisis. Thus, 
the recovery must avoid the dangers and 
fragilities of the past, regarding not only 
environmental and planetary boundaries, 
but also increasingly inequitable growth 
and a lack of social cohesion. Developing 
countries in the Global South will not be 
forced to return to the “old normal” if the 
abovementioned interconnected actions 
are taken up during the pandemic recov-
ery phase. The Indonesian G20 Presiden-
cy in 2022 will be an opportunity to bring 
this Global South cooperation agenda to 

for new investments with retained profits. 
There could be huge economic rewards 
if they were steered towards low carbon 
investment through carbon-pricing in the 
markets. 

There is also new momentum for En-
vironmental, Social and Governance (ESG) 
investments in Asian bond and stock 
markets. For example, signatories to the 
Principles of Responsible Investment (PRI) 
represented USD 50 billion in 2020–21. The 
green bond market, where countries and 
companies borrow for climate projects, 
grew at 12% in developing Asia during the 
pandemic in 2020 (LSE, 2021).

Though many activities are taking 
place in finance systems, there is still a 
long road to mobilize the IUSD 1 trillion 
funding needed to support the clean ener-
gy transition and a green recovery. A major 
reason is that financial institutions them-
selves are not well structured to acceler-
ate financial flows in the right direction. 
They inadvertently give preference to car-

»�These financial in-
stitutions have not 
suddenly become 
climate activists. 
They gradually un-
derstood that un-
less the climate is 
stable, the economy 
in which they invest 
will be at risk.«
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the table for discussion. The Indonesian 
Presidency marks the beginning of a se-
ries of G20 presidencies located in the 
Global South, with India in 2023 and Brazil 
in 2024. It is thus a chance to strengthen 
the international cooperation agenda for 
smart, green, and inclusive growth at the 
global level.
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WECF International is a civil society, feminist 
and not for profit organization working to 
advance the rights and leadership of women 
and girls in all their diversity. We co-facilitate 
the engagement of feminist organizations 
through the “Women’s Major Group” in the 
United Nations 2030 Agenda for Sustainable 
Development and the Women and Gender 
Constituency at the United Nations Framework 
Convention on Climate Change (UNFCCC).  
 
Aluna Minga is a collective that focuses on 
social and cultural action in Latin America 
and its connection to Germany. Together 
we generate spaces to inform and discuss 
challenges as migrants, especially for those 
who come from countries in conflict. We 
support and empower the Latin American 
migrant community in Germany with the 
development of education, cultural and 
psychosocial activities, as well as promote 
the positive values of our countries with an 
emphasis on diversity, peace, respect for 
life and nature.

Given the alarming climate crisis, factors 
such as the degradation of ecosystems, 
increasing inequality, and the lack of co-
herence between the discourse and timely 
implementation of actions by governments 
have fuelled a sense of distrust and dis-
content among citizens of all ages. In the 
words of the Swedish activist Greta Thun-
berg: “The empty promises are the same, 
the lies are the same and the inaction is 
the same”(BBC News, 2019). New gener-
ations are growing up with psychological 
distress as they live in permanent fear of 
an expected threat in the future. This anx-
iety emerges as an emotional response 
to the increasing threats associated with 
the effects of climate change (Hickman et 
al., 2021). Growing up in a state of anxi-
ety linked with the perception that there 
is no future, and that humanity is doomed 
because of state neglect, is cruel and 
dangerous.

In the last years, marches led by youth, 
women, Indigenous and BIPOC communi-
ties around the world have united citizens 
to demand ambitious commitments and 
solutions for a more sustainable and just 
future. As an example, since 2019 – even 
amid the pandemic – Latin America has 
been the epicentre of massive protests 
and social outbursts, with participants 
claiming the right to a life of dignity and a 
safe, healthy and clean environment for all 
(BBC, 2019; CNN, 2021). In these marches, 
people show their dissatisfaction with gov-
ernments and reclaim issues of climate, 
gender and social justice, while rejecting 
development models based on the de-
struction of natural resources, corruption 
and the exacerbation of violence (Cárdenas 
& Cortés, 2021). It is through a decolonial, 
intersectional and feminist approach that 

we can transform such structures and find 
an inclusive way to fight climate change 
and restore society’s trust in political lead-
ership and institutions.

FROM WORDS TO ACTIONS,  
QUITE A LONG WAY TO GO
Throughout modern history, colonialism 
has been a form of domination based on a 
monocultural understanding of the world 
that has altered previous social and cul-
tural structures (Hernández, 2020). The 
occupation of land and the exploitation of 
resources characterized the beginning of 
a way of perceiving, understanding and im-
plementing strategies of progress. Since 
colonization, the displacement of Indige-
nous and Afro-descendant communities, 
as well as the imposition of norms under-
pinned by a hegemonic discourse that em-
phasized gender inequalities has curtailed 
fundamental rights and placed women in 
an inferior status to men (Alvarado, 2019; 
OAS, 1987). Since then, militarism, under-
stood as a country’s desire to strengthen 
its armed forces to make itself more pow-
erful (Collins, 2021), has been used to pre-
serve arbitrary boundaries disrespecting 
the ethnic, cultural, natural and religious 
diversity of a given place. Militarism is still 
deployed as an important state institution 
with a very strong political, social and eco-
nomic influence, putting at risk the liveli-
hoods of local communities (Salihu, 2017; 
Woodward, 2009).

War economy profits from natural re-
source devastation. It is a problem that 
exists around the world: from the Demo-
cratic Republic of Congo, to Yemen, Syria 
or Colombia. Despite the severe limita-
tions that militarism imposes on achieving 
peace, governments continue to include 
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of an environmental crisis (Ghosh, 2021; 
Turner, 2021). The updated synthesis re-
port of the Nationally Determined Contri-
butions (NDCs)1 from 2021 confirms that 
the total global greenhouse gas (GHG) 
emission level in 2030 is expected to be 
16% above the level in 2010 – if all the lat-
est NDCs are implemented. According to 
the Intergovernmental Panel on Climate 
Change (IPCC), this could lead to a tem-
perature increase of about 2.7°C by the 
end of the century. The IPCC has stressed 
that we require a reduction of 45% in CO2 
emissions by 2030 to limit the global aver-
age temperature increase to 1.5°C (UNF-
CCC, 2021). However, this does not seem 
urgent enough for many countries. 

According to the International Mone-
tary Fund (IMF), in 2020, global fossil fuel 
subsidies were USD 5.9 trillion or about 
6.8 percent of GDP and are expected to 
rise to 7.4 percent of GDP in 2025 (Parry 
et al., 2021). Recent reports expose that 
G20 countries and the multilateral devel-
opment banks (MDBs) they govern provid-
ed at least USD 63 billion per year between 
2018–2020 in international public finance 
for oil, gas and coal projects. This fossil 
fuel finance was 2.5 times more than their 
support for renewable energy, which aver-
aged only USD 26 billion per year (Tucker 
& DeAngelis, 2021).

As developed countries direct resourc-
es towards fossil fuel proliferation and 
war, they have failed to deliver on their 
collective commitment promised back in 
2009 in Copenhagen: to mobilize USD 100 
billion per year by 2020 in climate finance 
to support developing countries. At the 
last Conference of the Parties (COP26) in 
Glasgow, Like-Minded Developing Coun-
tries (LMDCs) and the African Group put 

war within their national spending (Lopes 
et al., 2021). World military expenditure in 
2020 is estimated to have been USD 1,981 
billion – the highest level since 1988. Mil-
itary expenditure by the top 15 countries 
reached USD 1,603 billion in 2020 and ac-
counted for 81 percent of global military 
spending (Lopes et al., 2021). In this list of 
countries, 14 out of 15 are part of the G20. 
It is worth mentioning that these expens-
es do not consider the life environmental 
cost of military technology, activities and 
risks. Such entails the emission of GHG by 
aircrafts flying at high altitudes, military 
training exercises, waste, among others 
(Cottrell, 2021). 

As previously mentioned, the extraction 
of resources, particularly fossil fuels, has 
been the driving force behind the concept 
of development (Ritchie & Roser, 2020). 
However, those countries now assumed 
to be developed, mainly from the Global 
North, made indiscriminate use of these 
resources, causing not only the deterio-
ration of the social and cultural fabric of 
communities that previously inhabited 
those territories but also the beginning 

»�Lack of coherence 
between the dis-
course and a timely 
implementation of 
actions by govern-
ments have fuelled 
a sense of distrust.«

The above invites us to reflect on polit-
ical priorities and realities. This manifests 
an imbalance between what is expected in 
a democratic system that aims to defend 
collective rights, and what happens on the 
ground. The continued proliferation of war 

forward a submission outlining the need 
for a commitment from developed coun-
tries to mobilize jointly at least USD 1.3 
trillion per year by 2030, based on the 
principles of climate justice. However, 
this ambitious finance goal was quickly 
removed in subsequent drafts – main-
ly by developed countries (Schalatek, 
2021b). During the same climate summit, 
rich countries blocked the proposal for 
the creation of a Glasgow Loss and Dam-
age Finance Facility. This facility aimed to 
support countries that have experienced 
permanent and irreversible losses to 
lives, livelihoods, homes and territory, as 
well as non-economic impacts, such as 
the loss of culture, identity, ecosystem 
services and biodiversity (Heinrich-Böll 
Stiftung, 2021).

»�It is the time for 
countries to direct 
their political will 
towards the 
well-being of the 
people and the 
planet.«

The demand from the youth: It’s now or never! Take action!
Photo credit: Annabelle Avril / WECF
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principle of Common But Differentiated 
Responsibilities (CBDR), formalized in the 
United Nations Framework Convention 
on Climate Change (UNFCCC) (Lindvall, 
2021). 

The transformation needed requires 
collective action from the local to the 
global scale, recognizing that not only geo-
graphical location, but gender, race and 
class determine the impacts of climate 
change (Goreki, 2021). This climate crisis 
is not an equal crisis. 

A decolonial, intersectional, and fem-
inist approach to addressing climate 
change allows us to propose alternatives 
that direct efforts towards a care econo-
my – not a war economy. It proposes and 
demonstrates with successful experiences 
from around the world alternative mod-
els that respond to local and community 
needs, with a focus on human rights and 
gender equality. It is through a decolonial 
approach that we can address the root 
causes of poverty and marginalization 
that results in exclusion and multi-lay-
ered vulnerabilities (Nera-Lauron, 2021). 
It is through an intersectional perspective, 
understood as a prism for seeing how var-
ious forms of inequality often operate to-
gether and exacerbate each other, that we 
can better generate solutions for a more 
equitable and just system for all.

As an exemplary case, the Coalition of 
Women Leaders for the Environment and 
Sustainable Development (CFLEDD, its 
French initials), based in the Democratic 
Republic of Congo, has reached a mile-
stone in granting women access to land 
through the adoption of ground-breaking 
new land and forest legislation in eight 
provinces of the country. Engaging 480 
trained women advocates in participato-

and resource exploitation threatens the 
full enjoyment of human rights. As during 
colonialism, this is forcing communities 
to adopt different strategies of resistance 
and adaptation to survive in a context of 
chaos that was not propitiated by the local 
communities themselves (Alvarado, 2019). 
The waste and deterioration of valuable 
and irreplaceable natural resources in-
crease social tensions in which conflicts 
are occurring more and more frequently 
(Alvarado, 2019; Cárdenas & Cortés, 2021). 
This is what fuels mistrust of governments 
and institutions. This illogical, incoherent 
narrative is a source of fear and anxiety. 

The COVID-19 pandemic has shown 
how quickly huge sums of money can be 
mobilized when developed countries have 
the political will to do so (Schalatek, 2021). 
It is time for countries to direct their po-
litical will towards the well-being of the 
people and the planet.

GENDER-JUST CLIMATE ACTION: 
A DECOLONIAL AND INTERSECTIONAL 
APPROACH TO ADDRESS CLIMATE 
CHANGE
The IPCC has been clear: Human influence 
on climate change is unequivocal. Imme-
diate, rapid, deep and large-scale GHG 
reductions involving societal and systems 
transition are required. As the G20 coun-
tries represents two-thirds of the world 
population and generates almost 90% of 
global GDP and approximately 80% of the 
world’s annual GHG emissions, their role 
is crucial for limiting global warming to 
below 1.5°C (G20 Engagement Groups, 
2021; Tucker & DeAngelis, 2021). Wealthy 
and industrialized high-emission coun-
tries have a historic contribution to climate 
change that must be addressed under the 

They have promoted the use of traditional 
knowledge for resilient agriculture, water 
source protection, energy production and 
economic diversification. This has en-
hanced access and control over resources, 
decent employment and equal participa-
tion of men and women in all their diversity 
in decision-making processes (Women and 
Gender Constituency, 2020b). Gender-just 
climate solutions are bottom-up initiatives 
that are decentralized, safe, context-base, 
affordable, sustainable, replicable, pro-
mote equal access to benefits, do not bur-
den women, entail multiple benefits and 
center local decision-making and women’s 
role within it (WEDO, 2016). 

The G20 countries and beyond have the 
opportunity to take action and leadership 
against climate change by supporting, 

ry mapping and dialogues with custom-
ary chiefs, community members and lo-
cal authorities, they overthrew one of the 
biggest barriers to women’s participation 
in climate action. This supported women 
farmers to develop agroforestry activities 
and in identifying illegal industrial activi-
ties to be replaced by forest conservation 
solutions, demonstrating their ability to 
implement climate mitigation and adap-
tation activities and to guide the revision 
of the national climate roadmap (Women 
and Gender Constituency, 2020a).

Real solutions and responses to the 
climate crisis already exist on the ground. 
Women in all their diversity have prov-
en they can develop climate adaptation 
and mitigation strategies that respond to 
the specific needs of their communities. 

Gender justice is climate justice
Photo credit: Annabelle Avril / WECF
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ing the major costs (Schalatek, 2021). To 
address this, G20 countries, especially 
the high-income members, should en-
sure they are not acting as a barrier to 
a rapid and globally just climate action. 
This means providing debt relief, includ-
ing timely, transparent and comprehen-
sive mechanisms and methodologies that 
ensure adequate access to resources for 
Global South countries to local low-carbon 
development pathways (Tucker & DeAnge-
lis, 2021).

Narratives promoting false solutions, 
such as developed countries claiming to 
reach Net Zero by offsetting their emis-
sions with questionable projects in the 
Global South, without cutting their emis-
sions and polluting industries at home, im-
pose a threat that allows the continuation 
of colonial and extractivist models (Action-
Aid et al., 2020). Unproven techno-fixes, 
risky technologies, and offsetting mecha-
nisms have been promoted as a facade to 
evade responsibility and disguise inaction 
or harmful action on climate change, in-
stead of aiming for real zero commitments 
(ActionAid et al., 2020; Women and Gender 
Constituency, 2021). Therefore, the con-
versation should centre on comprehensive 
models already showcasing cross-cutting 
benefits and the long-overdue transfor-
mation of our exploitative and destructive 

financing, promoting and strengthening 
such initiatives in their national planning 
and rebuilding of more inclusive, equita-
ble, resilient and sustainable societies 
(G20 Engagement Groups, 2021). To scale 
up and replicate gender-just climate solu-
tions we must talk about concrete actions. 

Nationally Determined Contributions 
must ensure that economic policy mea-
sures for post-COVID response are just, 
climate-compatible and prioritize sup-
port for the well-being of all people. And 
for accomplishing such national plans, 
increased and balanced climate finance 
for adaptation and mitigation is key. The 
COVID-19 pandemic has exacerbated the 
growing debt, particularly in developing 
countries. Public climate finance is cur-
rently being mainly provided as loans, in-
stead of grants, imposing an unfair cost 
for those countries that have contributed 
the least to global warming and are fac-

No more false solutions, we need real 
zero now!
Photo credit: Annabelle Avril / WECF

»�Real solutions and 
responses to the 
climate crisis al-
ready exist on the 
ground.«

cause of warlike conflicts, exploitation 
of natural resources and the end of the 
dreams of future generations. 

It is time to come together across borders 
and uphold intergenerational, gender, and 
climate justice. 

It is time to decolonize our mindset, take 
responsibility for our history and act in 
solidarity. 

Now!
economic systems (Schneider & Santos, 
2021). Specifically, on those practices that 
protect ecosystems and biodiversity, and 
secure the rights, lives, and livelihoods of 
local communities. 

A CALL TO REGAIN OUR TRUST
This is a call to rebuild trust in govern-
ments and institutions by demonstrating 
coherence between state priorities and 
the well-being of those communities they 
serve. It is a call to pick up the rubble of 
democracy and multilateralism to pave a 
new transformation based on solidarity 
actions that recognize common but dif-
ferentiated responsibilities in this climate 
crisis. It is time to be bold. To build a soci-
ety that is not afraid to challenge corrupt 
systems and narratives rooted in colonial-
ism and patriarchy. 

Restoring trust breaks down imaginary 
boundaries to make way for collaboration 
to fight hand in hand against challenges 
such as climate change and the COVID-19 
pandemic, and to achieve common well-
being. A reality in which the pillars of de-
velopment are based on the principles of 
trust, solidarity and dignity. One in which 
the constant struggle of egos is not the 

»�It is time to 
come together 
across borders 
and uphold inter
generational, 
gender, and 
climate justice.«
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INTRODUCTION
Over time, investors and shareholders 
have been driven by their desire to max-
imize yield and financial returns. In re-
sponse, companies tuned their way of 
doing business toward primarily prof-
it-maximizing business models, eventually 
overstretching our planetary boundaries.1 
This shareholder orientation also resulted 
in a dominance of financial performance 
in external reporting by companies. But 
with a growing awareness of the damage 
caused by our economy’s overly narrow 
scope of incentives, international efforts 
to guide business actors towards sustain-
ability have evolved. Most prominently, the 
United Nations Sustainable Development 
Goals (UN SDGs) and the Paris Agreement 
on climate change urge companies to 
conduct their businesses in a sustainable 
manner – economically but likewise so-
cially and environmentally. Fueled by these 
developments, policymakers continuously 
introduce new sustainability-related legis-
lation, requiring companies to adapt their 
business models and strategies. Moving 
away from a pure profit-maximizing focus 
towards balanced stakeholder-centric 
business models, reporting of sustainabil-
ity performance and external disclosure 
have become central for external stake-
holders to understand a company’s overall 
value contribution. To achieve this, not only 
is information on the enterprise value nec-
essary but also information on the value to 
society, incorporating the concept of so-
called “double materiality.”2

For more than two decades, an abun-
dance of Environmental, Social, and 
Governance (ESG) reporting frameworks 
proliferated to meet informational re-
quirements of the public, investors and 

Institution:

The Value Balancing Alliance’s objectives 
are to create a global impact measurement 
and valuation (IMV) standard for monetizing 
and disclosing positive and negative impacts 
of corporate activity. The alliance represents 
large international companies, including 
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Financial Group, and SK. The VBA is supported 
by Deloitte, EY, KPMG, PwC, the OECD as 
a policy advisor, and leading academic 
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Both perspectives are fundamentally im-
portant to support decision makers (inter-
nal or external) with relevant information 
that empowers them to better understand 
and manage impacts. Now more than 
ever, recipients of sustainability informa-
tion require a holistic backward and for-
ward-looking view to set new, ambitious 
targets for companies. However, sustain-
ability indicators across the entire range 
of ESG can only be defined and operation-
alized when a common impact language is 
found, which is so far not available via tra-
ditional reporting frameworks. Monetary 
valuation – converting measures of social 
and environmental impacts into a single 
monetary unit – offers the opportunity to 
create this common language for the con-
cept of double materiality and enhances 
the comparability of different impacts. 
Furthermore, monetary valuation has 
the potential to facilitate impact-oriented 

internal stakeholders. To facilitate over-
sight and mitigate greenwashing in the 
very fragmented reporting environment, 
establishment of the IFRS/ISSB3 in Frank-
furt and Montreal aims at reversing the 
trend of fragmentation. The IFRS/ISSB 
merges several initiatives (the Value Re-
porting Foundation – SASB and IIRC – as 
well as the Climate Disclosure Standards 
Board) and considers recommendations 
from the Task Force on Climate-Related 
Financial Disclosures (TCFD), among oth-
ers. At the same time, regulators around 
the globe are fueling the trend towards 
corporate sustainability reporting and 
acknowledging its potential by developing 
national sustainable finance taxonomies. 
Especially the EU, with initiatives like the 
Sustainable Finance Disclosure Regu-
lation (SFDR), Corporate Sustainability 
Reporting Directive (CSRD) and the EU 
taxonomy, to name just a few, there is a 
strong focus on sustainability-related cor-
porate reporting and enabling responsible 
investment with a dedicated sustainable 
finance strategy.4 

MAKING DISCLOSURE MORE TANGIBLE
Many of the existing reporting initiatives 
focus primarily on enterprise value and 
target investors as a main recipient of 
information. The target group, without 
a doubt, has the needed leverage for 
change. Enterprise value, however, is just 
one side of the double materiality coin.5 
The other, increasingly relevant, side is 
the impact an enterprise and its asso-
ciated value chain have on the environ-
ment (society and nature).6 This second 
perspective is increasingly relevant for 
stakeholders who think about risks and 
opportunities in a more holistic sense. 

»�Reporting on 
corporate sustain
ability perfor-
mance must be 
concise and tangi-
ble, in a language 
that is easy to 
digest and intui-
tive – that is what 
monetary valua-
tion can achieve.«

other stakeholders to derive more robust 
conclusions about the future development 
and resilience of a company.

GOVERNANCE STRUCTURE AS BASIS 
FOR MEANINGFUL DISCLOSURE
Although sometimes derided, there is 
no chance of establishing a meaningful 
reporting and disclosure without a ro-
bust and consistent governance struc-
ture. It is a fundamental prerequisite for 
the successful integration and effective 
management of sustainability matters at 
a company and should be adequately ac-
companied by a committed leadership, a 
clear direction, and a strategic influence.7 
Beyond the mere implementation of this 
structure, the disclosure of information 

exchange between stakeholders, from a 
firm’s managers to its investors and other 
regulators.

A ROADMAP FOR FUTURE 
SUSTAINABILITY DISCLOSURE 
To fill the gaps in current ESG reporting 
and facilitate the transformation of ex-
isting business models toward greater 
sustainability, disclosure in the future 
will need to incorporate general infor-
mation on risk management and gov-
ernance along with three specific com-
ponents that provide backward-looking 
and forward-looking information (see 
Figure 1). Such a framework will enable 
both cross-border and cross-industry 
comparability, allowing investors and 

FIGURE 1: The three components of holistic sustainability disclosure
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vestors and other stakeholders are keen 
for companies to disclose information 
about the identification, assessment and 
management of sustainability-related 
risks and opportunities. Such a process 
should also include a narrative on how 
companies integrate these into their over-
all risk management. 

DOUBLE MATERIALITY – TWO 
PERSPECTIVES ON VALUE 
CONTRIBUTION

Value-to-Business (Enterprise Value)
The first component of future sustain-
ability disclosure should represent back-
ward-looking information with a focus on 
enterprise value. To promote consistent 
and comparable sustainability reporting, 
this section should provide investors and 
other stakeholders with relevant quanti-
tative information about the ESG perfor-
mance of the company for the current 
and previous reporting period. Like the 
three-layered logic proposed by EFRAG,11 
this component should differentiate be-
tween Universal, Sector-Specific and 
Company-Specific disclosure. 

Value-to-Society (Impact on Society)
Incorporating the double materiality per-
spective, sustainability disclosure should 
provide external stakeholders with a more 
detailed picture of a company’s value con-
tribution to society.12 This second compo-
nent should illustrate positive as well as 
negative impacts of corporate activities 
on socio-economic and environmental 
dimensions. For each dimension, a set of 
indicators with standardized calculation 
rules should be reported, displaying im-
pacts driven by companies’ production in-

about the company’s governance around 
sustainability-related risks and opportuni-
ties is of great importance. Content-wise, 
such disclosures should reflect the re-
quirements accepted by consensus among 
the leading sustainability standard setters 
and published in the climate-prototype of 
the Technical Readiness Working Group 
(TRWG) of the ISSB.8 

A RISK MANAGEMENT PERSPECTIVE
While monetary valuation of impacts is 
essential when it comes to sustainability 
reporting and disclosure to stakeholders, 
there are prior steps to be considered 
and disclosed in conjunction with a com-
pany’s overall impact. Investors should 
first be provided with general information 
on corporate activity with respect to the 
inclusion of sustainability topics in risk 
management and the overall governance 
structure. Companies should be encour-
aged to focus on the nature, type, and ex-
tent of identified risks and opportunities 
arising from the sustainability matters to 
which the company is exposed. A differ-
entiation between different types of risks 
and opportunities for each sustainability 
matter would be advantageous since a 
consistent categorization and disaggre-
gation will enable investors and other 
stakeholders to perform a more targeted 
assessment of a company’s ESG status. 
Usually, risks and opportunities related to 
sustainability matters vary depending on 
the region, market and industry in which 
companies operate.9 To account for these 
important disparities, a proper reporting 
and holistic disclosure would also include 
an explanation of potential differences in 
risks and opportunities in certain regions, 
markets or industries.10 Furthermore, in-

tives is measured. In order to provide more 
specific information, it would be relevant 
to investors and other stakeholders to list 
and explain the activities that contribute 
to the defined strategic targets. This ex-
planation should include the capital and 
operating expenditures (CapEx and OpEx) 
incurred in the current reporting period 
in relation to each activity.14 Furthermore, 
each activity should be accompanied by a 
specific activity target and a corresponding 
evaluation of the progress. 

Existing frameworks for sustainabili-
ty reporting already oblige companies to 
disclose information on their sustainability 
strategies, but they lack further require-
ments with respect to an assessment of 
impacts.15 Meanwhile, it is evident that 
investors are interested not only in under-
standing whether the management has a 
strategy with clear and precise objectives 
and activities, but also what consequences 
this strategy is bringing about. Reporting 
about these consequences should focus 
on Value-to-Society and Value-to-Busi-
ness and should be activity-specific dis-
closures, if possible, without too many 
redundancies. For an activity’s impact, a 
company should disclose all qualitative 
and quantitative information necessary to 
understand the activity’s impact on society 
and business. The Value Balancing Alli-
ance (VBA) has developed and continues to 
refine methodologies that support impact 
measurement and valuation from both a 
backward-looking and forward-looking 
perspective.16

Hence, the proposed structure es-
tablishes a clear link between the sus-
tainability strategy, the activities needed 
to achieve the strategic targets and the 
estimated impact on the society (Val-

puts and outputs (e.g., water consumption 
or GHG emissions for the environmental 
dimension, or occupational health and 
safety for the social dimension).13 Further, 
companies should report all socio-eco-
nomic and environmental impacts occur-
ring in their value chain, including impacts 
of their own operations as well as impacts 
occurring in upstream and downstream 
activities. Environmental and social im-
pacts are based on different metrics, e.g., 
environmental impacts can be based on 
tons of CO2 equivalents, social impacts in 
occupational health and safety on number 
and severity of injuries. This makes it dif-
ficult for external stakeholders, such as 
investors, to compare impact dimensions 
and form investment decisions. Thus, 
valuing and disclosing all reported im-
pacts in monetary terms ensures compa-
rability across different dimensions.

STRATEGY AND TARGET-SETTING
Component III represents the final compo-
nent and focuses on forward-looking in-
formation that informs investors and other 
stakeholders about the strategy and how 
management approaches certain sustain-
ability matters. First, companies should 
disclose their strategy and emphasize how 
the progress towards the respective objec-

»�Valuing impacts 
of business activi-
ties allows for 
a clearer under-
standing of their 
consequences.«
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overall resilience and transformation of a 
company (investee), extending the scope 
from a single KPI-driven assessment to a 
holistic evaluation of the company’s value 
contribution. Not only must this evaluation 
take economic components into account, 
it also needs to account for the ecological 
and social dimensions. While traditional 
reporting stops at quantifying environ-
mental and social outputs (e.g., tonnes 
of greenhouse gas emissions), valuing 
impacts caused by these outputs would 
allow for a clearer understanding as to 
the scale of consequences. It would also 
enable a direct comparison of different 
impact dimensions. 

Measuring the social and environ-
mental impact is still a core challenge in 
Impact Investing. 18 By monetizing the en-
vironmental and social footprint of com-
panies, the VBA methodology provides an 
approach that enables stakeholders to 
translate their impacts on nature and soci-
ety into comparable financial data, making 
it more transparent, tangible, and easier to 
understand and use. 

Monetary units are widely used in the 
global market space. They are the lan-
guage that business decision makers and 
financial market actors understand and 
which they are accustomed to. Corpo-
rate and investment decisions – on both 
equity and debt – are based primarily on 
monetary values and returns, as are the 
heuristics to evaluate business risks and 
opportunities. Monetary valuation pro-
vides a tangible, quantitative unit and 
eases complexity for financial market 
actors to better assess and evaluate the 
sustainability performance and risks, but 
also the opportunities, of a company com-
pared to qualitative narratives. Monetary 

ue-to-Society) and on the enterprise value 
(Value-to-Business). Investors will be able 
to evaluate the progress of certain activ-
ities and their contribution to the overall 
strategic objective.

WHY AND FOR WHOM MONETARY 
VALUATION MAKES A DIFFERENCE – 
THE ROLE OF FINANCIAL MARKETS
While the intrinsic motivation of corporate 
frontrunners and regulation are driving 
forces behind the transformation of busi-
nesses and the economy, financial market 
players also have a pivotal role as enablers 
and facilitators of sustainable transfor-
mation. In line with the overall objectives 
of the European Commission’s Renewed 
Sustainable Finance Strategy and the G7 
Impact Task Force, financial market partic-
ipants – particularly investors and banks – 
are crucial when it comes to (re)allocat-
ing capital into sustainable activities and 
undertakings. For them, comparability is 
an essential precondition to evaluate and 
assess the long-termism and resilience 
of business models and strategies. While 
most company disclosure is sophisticatedly 
prepared and diligently reported, the risk 
remains high that most reported non-fi-
nancial information will not be comparable 
even within the same industry.17 This con-
siderably reduces the value add of sustain-
ability reporting and might put its overall 
usefulness and relevance at risk. 

Ensuring the meaningfulness, compa-
rability and usability of sustainability-re-
lated performance data requires a stan-
dardized framework that renders abstract 
performance metrics more tangible. For 
better-informed risk management and 
investment decisions and to derive ade-
quate measures, the focus must be on the 

of the sustainability information reported 
by companies remains difficult to compare 
and interpret. A lack of common language 
in the field and finding the right level of 
meaningful information seem to be the 
greatest challenges. This is why holistic 
approaches that consider companies’ em-
beddedness in their context, along the con-
cept of double materiality, can offer a solu-
tion and enable the balancing act between 
impact-oriented governance, risk man-
agement and strategy. Impact measure-
ment and monetary valuation ultimately 
provide stakeholders, in particular finan-
cial market players, with the information 
they require to make informed decisions. 
Such holistic sustainability disclosure will 
thus eventually contribute to harmonizing 
financial return on investment and tangible 
impact return on investment.

valuation of non-market priced impacts 
provides a single unit to consolidate var-
ious categories of business impacts and 
dependencies among business activities 

and the capitals on which they depend. 
Presenting a monetary unit for impacts 
also allows direct integration into exist-
ing models and can serve as a basis for 
shareholder engagement or other active 
engagement strategies. 

CONCLUSION
Although – or perhaps because – corpo-
rate reporting has significantly evolved, we 
currently have an alphabet soup of report-
ing frameworks. This creates barriers to 
informed investor decisions and effective 
company steering and necessitates harmo-
nization (e.g., via the ISSB). To date, much 

»�Sustainability 
disclosure should 
enable a holistic 
evaluation of a 
company’s value 
contribution to 
allow investment 
decisions in line 
with the trans
formation of 
businesses and 
the economy.«
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15	� See Sustainable Accounting Standards of the investor-orientated Value Reporting Foundation that will merge into 
the ISSB by June 2022.

16	� Heller et al. 2021, Global Solutions Journal, Issue 7, 104–112.
17	� Berg, et al. 2019. Aggregate Confusion: The Divergence of ESG Ratings, MIT Sloan School of Management, 

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3438533
18	� Addy et al. 2019. Calculating the Value of Impact Investing, Harvard Business Review, https://hbr.org/2019/01/

calculating-the-value-of-impact-investing
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Novartis is a multinational pharmaceutical 
company headquartered in Switzerland. It is 
one of the largest pharmaceutical companies in 
the world. The Novartis purpose is to reimagine 
medicine to improve and extend people’s lives. 
 
Novartis was created in 1996 through a merger 
of Ciba-Geigy and Sandoz. Novartis and its 
predecessor companies trace roots back more 
than 250 years, with a rich history of developing 
innovative products.

The COVID-19 crisis has revealed the in-
timate relationship between health and 
wealth. While early political action sought 
to strike a balance between protecting 
health and protecting the economy, the 
pandemic has demonstrated that the two 
are not in tension. Far from it. Nations that 
have most successfully protected their cit-
izens’ health are those that appear to have 
fared the best economically.1 

While this idea is certainly not new, the 
pandemic has shed new light on the in-
extricable connection between health and 
wealth. It has also underscored the urgent 
need to build resilience into any health 
system to protect both public health and 
the economy – a principle taken up at the 
2021 Global Solutions Summit in the we-
binar “Health investments for social and 
economic prosperity.”2

Central to the notion of learning from 
the teachings of the pandemic is the need 
to address increasing social disparity and 
rising inequities, as well as the looming 
climate crisis. This idea of “recoupling” 
on different levels shines through the var-
ious calls for renewed resilience, as evi-
denced by the United States’ Build Back 
Better plan,3 the World Economic Forum’s 
White Paper “Building Back Broader,”4 
and the motto of the G20 Presidency of In-
donesia 2022, “recover together, recover 
stronger.”5

MEASURING IMPACT 
In September 2021, the G20 Global Health 
and Development Partnership put forward 
a policy proposal to the 2021 G20 Presi-
dent, Mario Draghi, aimed at integrating 
resilience into health systems.6 Underpin-
ning these measures is the paper “If we 
can´t measure it, we can´t fix it,” a report 

to the G20 Presidency and B20 Health 
Taskforce by the WifOR Institute.7 The re-
port argues that it is essential the health 

sector is assessed through the lens of a 
social return on investment (SROI). This 
enables governments to assess contin-
uously how successfully the ambitious 
target of resilient health systems is be-
ing achieved. The policy brief comes with 
implications for the private sector. To un-
derstand the SROI of health, governments 
need to ask the sector and its companies 
to articulate their impact on society.

The G20’s declaration gives additional 
weight to the importance of “impact” – 
the idea of measuring what matters to a 
broad range of stakeholders. Capturing a 
diversity of factors including social, envi-
ronmental and economic considerations, 
impact goes beyond traditional metrics 
of job creation or contribution to GDP, to 
articulate how a company’s operations 
contribute to the communities in which it 
operates – a powerful first step towards 
recoupling locally. 

In December 2021, the G7 Impact Task-
force issued reports on the importance of 

»�To understand the 
SROI of health, 
governments need 
to ask companies 
in the sector to 
articulate their 
impact on society.«
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assessing impact, even suggesting that 
these impacts should be valued, for ex-
ample in monetary terms.8 The principle 
is that by converting social, environmen-
tal and economic impacts into a common 
monetary unit, they can be more easily 
compared.

The notion of impact resonates broad-
ly, including among some governments. 
At the Impact Finance Forum in Bern in 
September 2021, Swiss Federal Council-
lor Ueli Maurer made clear that measuring 
impact will be essential for the credibil-
ity of sustainable finance in Switzerland. 
Australia has applied regulatory impact 
assessments on all larger policy decisions 
for a while now,9 and so too have Canada10 
and a number of other countries.11

MANAGING IMPACT
This growing interest at national level fits 
with a range of other supranational efforts 
that express an ambition to look to impact 
as a means of better understanding the 
positive and negative effects an activity 
or a decision can have on a broad range 
of stakeholders. The United Nations, the 
Organisation for Economic Co-operation 
and Development, the Capitals Coalition, 
the Global Impact Investing Network, the 
Global Reporting Initiative, Social Value In-
ternational, the Value Reporting Founda-

tion and others jointly launched the Impact 
Management Platform to set standards 
and issue guidance to bring the practice of 
impact management into the mainstream 
for organizations and investments.12 

While regulators are working on the 
frameworks for impact metrics, practi-
tioners in the private sector (investors and 
corporations alike) have already evolved 
their impact approaches to considerable 
maturity. Take, for example, the Dutch 
pension fund PGGM and the Liechtenstein 
banking group LGT. Both investors make 
sustainability central to their corporate 
strategy and apply the impact lens con-
sistently to their portfolio of investees.13,14 

On the corporate level, the Value Bal-
ancing Alliance – an affiliation of multi-
national companies focused on creating 
a way of measuring and comparing the 
value of business contributions to society, 
the economy and the environment – has 
shown feasibility and relevance by stan-
dardizing impact valuation.15

Their efforts have been instrumental 
in proposing impact valuation standards 
for corporates and its application in busi-
ness. Based on their work, it is revealing 
to see how a clear understanding of im-
pact serves to recouple business and so-
cial interests. For that, let´s zoom into a 
concrete example of Social, Environmen-
tal and Economic (SEE) impact valuation 
at Novartis.

IMPACT VALUATION IN ACTION
The use of SEE impact valuation across No-
vartis global operations began with a clear 
hypothesis: that it would enable broader 
and deeper engagement with stakehold-
ers; that it would support decisions in fa-
vor of improvements deemed positive by all 

»�A clear under-
standing of impact 
serves to recouple 
business and 
social interests.«

stakeholders; and that it would contribute 
to more meaningful corporate disclosures. 
At its core, it would provide a means of re-
connecting the business with the commu-
nities in which it operates, and of articu-
lating the effects of the business – positive 
and negative – beyond the operational need 
to employ people and beyond the legal ob-
ligation to pay taxes. 

This was the DNA of the movement 
right from the start, when in 2015 and 
2016, pilots were conducted in Kenya and 
China covering direct, indirect and induced 
environmental and human capital impacts, 
immediately followed by South Africa, in-
troducing the social impact of medicines. 

By 2021, more than 30 Novartis coun-
try organizations were drawing on local 
impact valuation results to derive insights 
and engage with stakeholders. In total, 
data is now available for 189 countries, 
covering both actual and forecast results 
for the company’s own operations and its 
supply chain. 

Over the six years of its application, the 
approach has successfully confirmed the 
initial hypothesis, serving to deepen en-
gagement with stakeholders internally and 
externally. Country reports are used as the 
basis for multi-stakeholder dialogue and 
interactions with government, providing 
crucial data on which to base business de-
cisions across a range of topics. Increas-
ingly, country organizations are asking for 
forward-looking reports on their projected 
national impact, recognizing the oppor-
tunity they offer to make improvements 
as they go. For example, in India, where 
sickle cell disease continues to represent 
a major burden on the health system in 
several states, Novartis country repre-
sentatives sought impact projections to 

demonstrate how a new treatment would 
affect public health. These projections 
then formed the basis of discussions with 
health authorities and payers, ensuring 
access for patients.

And there is evidence that the tone of 
the conversation is starting to change, as 
more external bodies start proactively to 
seek impact data from healthcare com-
panies. In Saudi Arabia, the government 
has set out a strategy detailing its plans to 
support the UN Sustainable Development 
Goals to the end of the decade. As part of 
these goals, it is asking companies like 
Novartis to articulate how they will con-
tribute to achieving them. The SEE impact 
reports provide the data needed to answer 
this question. 

IMPACT AS A DRIVER FOR CHANGE
The implementation of impact valuation at 
Novartis has demonstrated that improved 
awareness leads to improved decision-mak-
ing. Enabling corporations to consider el-
ements that are traditionally considered 
outside the boundaries of the business, 
the approach offers a means of measuring 
these so-called externalities, converting 
once vague impacts on society and the en-
vironment into tangible metrics that can be 
applied in day-to-day business decisions. 

Indeed, it is interesting to note that 
as soon as internal stakeholders are 
equipped with concrete data and a system-
atic approach to measuring impact, their 
thinking rapidly evolves – as demonstrated 
by the experience at Novartis. Moving be-
yond an awareness of risk (which tends to 
be the basis for considering environmental 
externalities in particular), the approach 
inspires instead a focus on areas for im-
provement and business opportunities. 
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Recognizing the value of this mind-
set, and the role it can play in recoupling 
corporate and social interests, Novartis is 
working to educate employees in how and 
why to integrate impact into business de-
cision-making, for example through use of 
a digital game. 

In turn, engagement with external 
stakeholders is strengthened by improved 
internal dialogue and awareness. Under-
standing and measuring impact provides 
a tangible set of values that can form the 
basis of more constructive dialogue, help-
ing to engender a shared perspective and 
create the bedrock for shaping a common 
future forward.

WHAT NEXT FOR IMPACT VALUATION?
The notion of impact evidently resonates 
strongly across geographies. The Co-Cre-
ating Impact Summit 2021,16 which com-
bined external perspectives from groups 
including the Access to Medicines Foun-
dation, Oxford University and OECD with 
an account of impact valuation and ma-

teriality experiences within Novartis, at-
tracted more than 1,800 registrants from 
55 countries.

It is also encouraging that the external 
landscape is increasingly receptive. With 
large supranational organizations making 
the expression of impact a requirement in 
reporting, and identifying measures of in-
clusiveness, well-being and social respon-
sibility as an imperative in both the pan-
demic recovery and the path to net-zero, 
impact reporting is becoming a shared lexi-
con. As a result, the balance is shifting from 
a “push” by companies like Novartis to a 
“pull” from organizations like the OECD and 
G7, ensuring the conditions are right for 
impact reporting to become a recognized 
benchmark in assessing the intersection of 
corporate and social imperatives.

Certainly, many questions remain un-
answered. The Aspen Business and So-
ciety webinar (December 8, 2021) asked 
whether environmental, social and gover-
nance (ESG) metrics are improving corpo-
rate performance and achieving social and 
environmental goals.17 For now, the an-
swer is no, because until ESG metrics fully 
embrace impact – and ideally monetized 
impact at that – they cannot express what 
matters to society or the environment, 
and thereby make a difference. However, 
with interest growing in the area, intensive 
study and more resources, the right ap-
proaches will emerge as standards. And as 
data becomes available, significant gaps 
will be closed. 

For years it has been clear that sus-
tainability and ESG considerations for in-
dustry are here to stay. With corporations 
embracing the opportunity to better un-
derstand and take accountability for their 
impact, the movement is gathering pace. 

»�Future progress 
in recoupling 
industry and 
society will depend 
on our ability 
to understand, 
measure and 
act on impact.«

Impact has emerged as a critical measure 
of performance, and a better understand-
ing of it will play a vital role in overcoming 
the geographical and social disparities 
made greater by the pandemic and set to 
grow on the path to net-zero. 

The road ahead may not always be 
comfortable for industry. Impact valuation 
represents a new level of scrutiny that re-

quires all stakeholders to challenge the 
status quo. But future progress in recou-
pling industry and society, in overcoming 
barriers at every level and shoring up re-
silience in health systems worldwide will 
depend on our ability to understand, mea-
sure and act on impact. 

Impact metrics are here to stay.

1	� OECD COVID-19 Recovery Dashboard
2	� https://www.intereconomics.eu/contents/year/2021/number/1/article/covid-19-lockdowns-fatality-rates-and-

gdp-growth.html; Global Solutions Summit 2021 (global-solutions-initiative.org)
3	� The Build Back Better Framework | The White House
4	� Building Back Broader: Policy Pathways for an Economic Transformation | World Economic Forum (weforum.org)
5	� Indonesian G20 Presidency
6	� Open_Letter_Prime_Minister_Mario_Draghi_H20_Summit.pdf (h20annualsummit.com)
7	� Microsoft Word – G20_Health_Metrics_ROI_G20_B20.docx (wifor.com)
8	� Reports | Impact Taskforce (impact-taskforce.com)
9	� User Guide to the Australian Government Guide to Regulatory Impact Analysis | OBPR (pmc.gov.au)
10	� Impact Assessment Agency of Canada Forward Regulatory Plan, 2021–2023 – Canada.ca
11	� Regulatory impact assessment – OECD
12	� Impact Management Platform — Manage sustainability impacts
13	� Impact investment | PGGM
14	� Impact Investing (lgtcp.com)
15	� Piloting results – Our Work – Value Balancing Alliance (value-balancing.com)
16	� https://www.cci-summit.com/
17	� https://www.aspeninstitute.org/events/esg-reporting/ 

https://www.oecd.org/coronavirus/en/recovery-dashboard
https://www.intereconomics.eu/contents/year/2021/number/1/article/covid-19-lockdowns-fatality-rates-and-gdp-growth.html
https://www.intereconomics.eu/contents/year/2021/number/1/article/covid-19-lockdowns-fatality-rates-and-gdp-growth.html
https://www.global-solutions-initiative.org/events/summit/summit-2021/
https://www.whitehouse.gov/build-back-better/
https://www.weforum.org/whitepapers/building-back-broader-policy-pathways-for-an-economic-transformation
https://g20.org/
https://h20annualsummit.com/wp-content/uploads/2021/09/Open_Letter_Prime_Minister_Mario_Draghi_H20_Summit.pdf
https://www.wifor.com/uploads/2021/05/G20_Health_Metrics_ROI_G20_B20.pdf
https://www.impact-taskforce.com/reports
https://obpr.pmc.gov.au/resources/guidance-impact-analysis/user-guide-australian-government-guide-regulatory-impact
https://www.canada.ca/en/impact-assessment-agency/corporate/acts-regulations/forward-regulatory-plan/iaac-frp-2021-2023.html
https://www.oecd.org/regreform/regulatory-policy/ria.htm
https://impactmanagementplatform.org/
https://www.pggm.nl/en/our-services/impact-investment/
https://www.lgtcp.com/en/esg-commitment/impact_investing/
https://www.value-balancing.com/en/our-work/piloting-results.html
https://www.cci-summit.com/
https://www.aspeninstitute.org/events/esg-reporting/
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The Council on Energy, Environment and Water 
(CEEW) is one of Asia’s leading not-for-profit 
policy research institutions. It uses data, 
integrated analysis, and strategic outreach 
to explain — and change — the use, reuse, 
and misuse of resources, and addresses 
global challenges through an integrated and 
internationally focused approach.

“Each nation has a destiny to fulfil, a mes-
sage to deliver, a mission to accomplish. … 
The mission of India has been to guide hu-
manity.” Swami Vivekananda (1863–1902), 
abridged composite quote.1

 
Driving transformative socio-economic de-
velopment with the consensus of almost 
1.4 billion citizens in the world’s largest, 
most diverse democracy is a challenge 
at the best of times. In early 2020, as the 
COVID-19 pandemic swept the world, 
causing millions of casualties and finan-
cially devastating even the most developed 
countries, India was faced with an epic hu-
manitarian and financial crisis.

At its outset, the novel virus could have 
decimated India’s densely packed popu-
lation, especially given the inadequate 
healthcare infrastructure. This acute 
vulnerability forced the government to 
impose one of the world’s strictest lock-
downs,2 distressing citizens with abrupt 
losses of employment and income, and 
displacing millions of poor from urban 
hubs. 

It is now 2022, and the pandemic con-
tinues unabated. In the interim, India has 
battled a second deadly wave of the vi-
rus; developed a homegrown vaccine and 
scaled up production of a licensed one; 
administered over 1.64 billion vaccine 
doses3 to residents (January 2022); and 
supplied 138+ million vaccine doses4 and 
other assistance to over 150 countries. 

Equally remarkable, is the surviv-
al – and ongoing revival – of its economy. 
Despite the odds, India has continued 
reforms in financial inclusion, social in-
clusion and security, access to digital and 
physical connectivity, and public-private 
partnerships. 

In 2021 – the 30th anniversary of its 
economic liberalization in 1991 – India re-
ceived its highest-ever foreign investment 
of USD 81.72 billion,5 a global recognition 
of its robust economic fundamentals and 
democratic governance. The Internation-
al Monetary Fund predicts India’s GDP 
growth to rebound to 9% in FY2021–22 
and FY2022–236 given the wide-ranging 
fiscal, monetary and health responses to 
the pandemic, and policy-led reforms. 

CATALYZED BY CRISES: THE 
EVOLUTION OF INDIA’S SOCIO-
ECONOMIC POLICIES
Several national and global crises have 
shaped – and catalyzed – India’s social 
and economic evolution since its Inde-
pendence from British rule in 1947. The 
socialism-fuelled policies of the next four 
decades eventually led to a financial col-
lapse, triggering economic liberalization 
and globalization in 1991. The fall of the 
“Asian Tigers” in 1997,7 the Great Reces-
sion of 2008,8 and the ongoing pandemic 
have all influenced dramatic reorienta-
tions in India’s policies. 

India has evolved a unique develop-
mental model by uniting the tenets of 
market economics with social welfare to 
grow from an impoverished colonial rel-
ic, to an inward-looking socialist republic, 
to today’s globally integrated emerging 
economy.

This effort to build the economy by 
improving the quality of the lives and 
livelihoods of its masses – and vice ver-
sa – draws upon the Indian society’s civi-
lizational inclination towards social equity. 
This temperate approach to governance, 
instead of either “winners-take-all” capi-
talism or stifling state-imposed socialism, 
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India between 1765 and 1938.9 Historian 
Angus Maddison notes that India’s share 
of world GDP – 22.4% compared to West-
ern Europe’s 21.9% in 1700 – fell to 4.2% 
by 1950.10 Systematic de-industrialization 
by Britain using the export of raw materi-
als and import of finished goods, punitive 
taxation, misuse of India’s people and re-
sources for wars, and other depredations 
made India one of the world’s poorest 
countries by mid-20th century. 

The intangible costs of the colonial 
occupation are immeasurable, and their 
impact, indelible. It led to the catastrophic 
partition of India and Pakistan in 1947 and 
left India, once revered by the British as the 
‘Jewel in the Crown’ due to its vast wealth 
and resources, in social disarray, commu-
nal disharmony, and economic ruin.

It has been a long and arduous journey 
for India and its citizens to rise once more 
from those ashes.

A STATE OF CONTROL: THE RISE AND 
FALL OF SOCIALISM
After Independence, India set up a par-
liamentary system of governance and 
its Constitution defined it as a sovereign 
democratic republic. The post-colonial 
economy was still controlled by foreign 
firms, poor agricultural output was forc-
ing food grain imports, there was almost 
no infrastructure, and the population was 
destitute. 

The government’s response was to in-
stitute socialist policies that vested near-
full control of India’s socio-economic de-
velopment with the state. 

It set up a Planning Commission in 
195011 to devise Soviet-style five-year 
plans to centrally develop national priority 
areas from inception to resource alloca-

has helped it negotiate various crises with 
resilience.

India’s people-centric yet market-ori-
ented ideas and initiatives are becoming 
a valuable export in an increasingly frac-
tured world. Adopting similar principles of 
inclusive growth, rooted in the socio-cul-
tural milieu of each nation, could help 
build a more harmonious and equitable 
global order.
 
India’s post-colonial history reveals some 
valuable learnings that are shaping this 
“New India”.

CONQUERING COLONIALISM: INDIA’S 
RISE FROM THE ASHES OF ITS PAST
In 1947, India won hard-fought freedom 
from centuries of British colonial oppres-
sion and exploitation that began in early 
1600s. The East India Company, a monop-
olistic mercantile behemoth, subjugated 
the country using administrative and trade 
machinations, and was succeeded in 1858 
by the harsh, direct rule of the British 
crown. 

Economist Utsa Patnaik, in her 2016 
book A Theory of Imperialism, estimates 
that Britain drained over 9.2 trillion 
pounds (about USD 45 trillion today) from 

»�India’s unique 
developmental 
model unites the 
tenets of market 
economics with 
social welfare.«

By the 1980s the middle class was res-
tive due to the lack of growth, and their 
poorer counterparts, dejected from all-
round socio-economic deprivations. In 
1991, a balance of payments crisis pushed 
India to the brink of bankruptcy. With only 
enough foreign exchange to pay for a few 
days of imports, it pledged 67 tons of gold 
to foreign banks for funds15 and devalued 
the rupee twice in three days. 

Though the gold was reclaimed by the 
year-end, this was the death knell for In-
dia’s socialism-riddled economics and led 
to a drastic shift in the role of the govern-
ment in nation-building.

THE L-P-G CONNECTION: INDIA’S 
EXPERIMENTS WITH LIBERALIZATION, 
PRIVATIZATION AND GLOBALIZATION
In 1991, the government introduced bold 
fiscal and market reforms, a watershed 
defined as economic liberalization.16 The 
next two decades saw many capitalistic 
experiments: dismantling of the license 

tion, implementation, and appraisal. The 
First Plan, launched in 1951, prioritized 
agricultural output; the Second Plan tried 
to set up the public sector as the industrial 
core. 

The Industrial Policy Resolution of 
195612 allocated all key industries to the 
state, including defence, iron and steel, 
heavy machinery, oil, coal, mining, rail and 
air transport, telephony, and power. Sever-
al other “scheduled industries” required 
convoluted licensing. 

This aggressive and pervasive govern-
ment control over industry scuttled the 
private sector and stifled India’s economic 
growth between 1950 and 1990. 

Redirection of funds from agriculture 
to industry exacerbated food shortages 
and import dependence. The currency 
was devalued in 1966 in a failed attempt 
to balance the trade deficit. In 1969, sev-
eral private banks were nationalized to 
control their lending. Income tax rates 
peaked at up to 97.75% in the highest slab 
in 1973–74,13 leading to massive tax eva-
sion. A Planning Commission study on the 
Public Distribution System noted that only 
16 paise of each rupee (100 paise) reached 
the targeted poor.14

Unfavorable regulatory regimes, red-
tape wielding bureaucracy, lack of ac-
countability of job-secure public sector 
workers, companies crippled by rampant 
trade unionism and strikes, protection-
ism against imports, lack of foreign in-
vestment, and the dreaded “license raj” – 
the rule of licenses – led to high-cost, 
low-quality goods and services, cronyism, 
deep corruption, and an exodus of skilled 
workers to the West. Hostile policies 
made most multinational corporations 
exit India.

»�India’s socio-
economic realign-
ments are based 
on financial 
inclusion, social 
security, digital 
and physical 
connectivity, 
and public-private 
implementation.«
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million Jan Dhan (peoples’ wealth) bank 
accounts (August 2021)21 are providing 
poor beneficiaries Direct Benefit Trans-
fers (cash deposits) of welfare schemes 
and access to low-cost financial products 
and services, freeing them from middle-
men and moneylenders. Over 1.3 billion 
biometric Aadhaar identity cards (Octo-
ber 2021), akin to the US social security 
identification number, provide residents 
verifications and welfare claims.22 Af-
fordable mobile telephony, digitalization 
of citizen services in local languages, 
and online payments are making routine 
transactions accessible, convenient and 
corruption-free.

The government is improving the so-
cial inclusion and security of the masses 
by delivering essentials like housing, wa-
ter, energy, and healthcare via national 
missions. In 2005, it started a national 
rural employment guarantee scheme to 
provide 100 days’ wage employment per 
year as “right to work”; this has ~152 mil-
lion active workers today23 and has led to 
significant poverty alleviation. All villages 
and willing households were electrified by 
2021,24 with the aim to provide 24x7 power 
for all; almost 9 million free LPG cylin-
der connections have been given to poor 
households between 2016 to 2021 for safe 
and clean cooking;25 19.25 million rural 
homes will have piped water by 2024;26 
and India now has the world’s largest 
public-funded healthcare program with 
500 million beneficiaries.27 

Major strides in physical and digital 
connectivity have improved citizens’ ac-
cess to goods and services. Telecom sec-
tor liberalization and privatization since 
the 1990s have led to positive competition 
and the proliferation of mobile and digital 

raj; removal of public sector monopolies; 
privatization of sick public sector units; tax 
and tariff reforms to entice private and for-
eign investors; and India joining the World 
Trade Organization. 

It was a risk to allow foreign companies 
back into a country in economic distress 
and ill-prepared for global competition, but 
the gambit worked. India’s GDP (at current 
prices) jumped from USD ~275 billion in 
1991 to USD 3.1 trillion by end-2021.17, 37 
Today, India is the third largest economy by 
GDP (PPP, USD), after China and the US.18

ECONOMIC GROWTH THROUGH 
SOCIAL DEVELOPMENT: THE MANTRA 
FOR NEW INDIA
Even as India was recovering from the set-
backs of its socialist past, the world was 
rocked by the 2008 financial crisis caused 
by reckless capitalism. The government 
realized that pure capitalist or socialist 
economic models are unsuitable for the 
large population comprising a sizeable 
poor segment. Only a solid public-private 
economic bedrock could efficiently support 
the scale of its welfare schemes. 

The pandemic has reinforced this ide-
al to grow economic activity to enhance 
social equity, creating a virtuous cycle. 
India’s social and economic realignments 
now have complementary and interlinked 
reforms and initiatives built upon four pil-
lars: financial inclusion, social inclusion 
and security, digital and physical con-
nectivity, and efficient implementation 
through public-private partnerships (PPP). 

A major initiative is the JAM (Jan Dhan, 
Aadhaar, Mobile) trinity,19 which has led to 
unprecedented financial, social, and dig-
ital inclusion at the grassroots through 
public-private collaboration.20 Over 430 

vide large procurement and deployment 
avenues for the private sector, which is 
then offering high-quality goods and ser-
vices, made affordable through economies 
of scale, even to micro-markets via public 
channels.

However, despite many advancements, 
major challenges remain.

VESTIGES OF THE PAST, CHALLENGES 
OF THE FUTURE
Agriculture, which employs about half the 
population, is still mired in socialist poli-
tics preventing its modernization, and con-
tributed barely 20% to India’s GVA in 2020–
21.35 The freebie-afflicted power sector is 
also in the doldrums, with distribution 
companies owing INR 1.2 trillion to power 
producers (January 2022).36 India needs 
to fix its food basket; climate-proof its 
communities and infrastructure; properly 
manage land, water and other resources; 
improve access to, and quality of, educa-
tion and healthcare; and serve the gender 

connectivity even in rural areas, making 
India the world’s second-largest telecom 
market with 1.16 billion subscribers.28 This 
proved invaluable during the pandemic, 
allowing millions to work, learn and shop 
from home, and facilitating nationwide 
vaccination. 

PPP has also been key to expanding 
road, freight and air networks. India’s 6.2 
million km road network (November 2021, 
up from 0.4 million km in 195029) is the 
second largest in the world,30 while Indian 
Railways ferried over 8 billion passengers 
and 1 billion MT of freight even in 2020.31 A 
cross-country network of airports is being 
built to make commuter flying affordable.

PPP is helping 63+ million medium, 
small and micro enterprises, which em-
ploy 40% of India’s 450-million strong 
workforce, integrate into the economic 
mainstream by improving their credit-
worthiness and business processes.32 
Entrepreneurship-oriented initiatives are 
driving the financial inclusion of new busi-
nesses, women-led enterprises, and local 
industries and artisans.

Collaboration with corporates is bring-
ing efficiencies into government programs 
and creating new markets. India’s globally 
acclaimed LED lighting scheme saw LED 
prices reduced by ~90% between 2014 and 
2017 due to economies of scale created 
by bulk government orders from private 
firms; this in turn hiked domestic man-
ufacturing of LED bulbs from 0.1 million 
to 40 million units per month.33 A similar 
public-private model has been adopted by 
the national housing mission to provide 
affordable high-quality materials to poor 
beneficiaries.34

The government is maturing into its 
role to create favorable policies and pro-

»�India aims to 
be self-reliant – 
neither owned 
by the state nor 
at the mercy 
of corporates – 
a nation that is 
truly of, for and 
by the people.«
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social and ecological safety nets for the 
ecosystem.

BEATING THE BINARIES: THE VALUE OF 
INDIA’S PEOPLE-CENTRIC CAPITALISM
Governance models espousing unbridled 
personal freedom and enterprise come 
with the caveat of a lack of social support. 
Pure capitalism breeds remarkable – but 
unequal – growth, eventually creating 
huge economic disparities that lead to 
social disquiet. The rise of populism in 
capitalistic societies is a sign of people’s 
frustration with only materialistic defini-
tions of prosperity.

At the other extreme, socialism, even 
by India’s experience in a democratic set-
up, represses people and pushes them to 
economic and intellectual penury – and 
dissent. This underscores the inherent 
desire of people to use their agency to 
build constructive societies and enriched, 
meaningful lives. 

Every nation should, therefore, dismiss 
these dogmatic definitions of governance 
systems and choose its developmental 
pathways according to its unique priorities 
– with social good at the centre. 

India’s people-centric capitalism, 
balanced by its electoral democracy, en-
courages entrepreneurship and industry 
without infringing on social and cultural 
freedoms. The ambition is to be Aatman-
irbhar i.e., self-reliant – neither owned by 
the state nor at the mercy of corporates – 
a nation that is truly of the people, for the 
people, and by the people, as envisaged in 
the Constitution. 

India has learned the hard way to beat 
the binaries, and blend the traditional and 
the modern, the urban and the rural, the 
industrial and the social, and the spiritual 

equity, social dignity, and upward mobility 
aspirations of its citizens. 

Building a post-pandemic prosperous 
and resilient economy needs a new social 
contract between the state, citizens, en-
terprise, and global allies to use capital, 
skill and innovation to achieve the trinity 
of jobs, growth and sustainability.

For example, the Green Revolution, 
started in 1968 with the sole aim to solve 
food scarcity, has led to haphazard devel-
opment of the agri-sector. India is now 
self-sufficient in select cereals and sug-
ar – at the cost of excluding most other 
produce from the food basket, degraded 
topsoil, poor crop yields without heavy 
fertilizer use, and depleted groundwater 
and biodiversity.38 Low, uncertain incomes 
are pushing small and marginal farmers to 
non-farm activities, mostly low-wage labor 
work in cities. 

Increasing convergence of sensible 
public policy, increasing public-private fi-
nancing and innovation, grassroots action, 
and overall better economic conditions of 
citizens are changing this. India is among 
the top 15 global exporters of agricultur-
al and allied products (USD 41.25 billion 
in FY21), the world’s sixth largest food 
and grocery market, and third in agritech 
funding, with USD 30–35 billion expected 
by 2025. Food grain production for FY2022 
is targeting a record ~307 MT (~303.34 MT 
in FY21).37

Sustainable agricultural practices 
like organic farming (currently only 2% of 
India’s net sown area38), natural farming 
(practiced by less than a million of approx-
imately 100–150 million farmers39) and 
integrated farming also offer opportuni-
ties for India and its G20 allies to boost 
the sector’s economic output and provide 

and the rational, in its quest for progress. 
As it celebrates the 75th anniversary of its 
Independence in 2022, battling a pandem-
ic while nurturing the dream to become a 
USD 5 trillion economy by 2025,40 India is 
emerging as a beacon for humanity.
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The BMW Foundation Herbert Quandt promotes 
responsible leadership and inspires leaders 
worldwide to work towards a peaceful, just, 
and sustainable future in line with the United 
Nations 2030 Agenda. 
It inspires leaders across communities, 
cultures, and countries and connects them 
through its global Responsible Leaders 
Network. The BMW Foundation invests in the 
future by supporting economic and financial 
system transformation within the framework 
of the UN Sustainable Development Goals, 
with the aim of achieving a healthy balance of 
economy, society, and environment.

Global challenges, from social inequality 
to the climate crisis, although daunting in 
their magnitude, can be solved. How? By 
mobilizing “tech for good” solutions in line 
with the UN’s Sustainable Development 
Goals, which act both as an enabler for ad-
vancement and as a framework to create 
bridges between disparate corners of the 
globe. Key to this will be that technology 
and business work together seamlessly 
and symbiotically, and align to a higher 
purpose. To achieve this, three conditions 
must be met. 

1. Responsible leaders must adopt a 
“dare to act” and “dare to change” mindset. 

2. Tools to enable progress, such as 
accelerator programs and impact invest-
ing, must be leveraged.

3. Deep and meaningful collaborations 
should reverberate across sectors and 
geographies. 
If these conditions are met, system-
ic change may just be within reach.  
Let me give you a personal example. 

“Do you want to advance in engineering 
and science, or do you want to have social 
impact?” This was the question my sister 
Yasmine Aguib and I faced from peers in 
Europe, back in 2014 when we both found 
ourselves on the cusp of a career change. 
And it’s a misguided question still asked 
today. 

Yasmine is a molecular biotechnolo-
gist and I, a biomedical engineer, but we 
craved more. Our work was important but 
we had a deep conviction that it could have 
exponentially more impact if only we could 
apply our technological and scientific ex-
pertise to the greater good. 

Then I met Professor Sir Magdi Yacoub. 
The world-renowned cardio-thoracic sur-
geon based out of Imperial College London 

had founded the Aswan Heart Centre1 in 
2009. Situated on the banks of the Nile, the 
center provides state-of-the-art health-
care services free of charge – a lifeline for 
vulnerable Egyptian communities. When 
Prof. Yacoub invited me to set up a center 
for translational, integrated heart disease 
research there, it was clear this was what 
we had been seeking.

Within two years we had set up the 
Aswan Heart Research Centre2 – and led 
a gender balanced team of gifted biolo-
gists, engineers, bioinformaticians and 
the like, united in their quest to advance 
cutting-edge interdisciplinary research 
for the benefit of those who need it most. 
This was not development work, this was 
geographically relevant, world-class sci-
ence and technology, with social purpose 
at its heart. 

ENGINEERING CHANGE ON A GLOBAL 
LEVEL
Today, I am an executive at the BMW Foun-
dation Herbert Quandt,3 responsible for 
RESPOND,4 the first accelerator program 
to promote both responsible leadership 
and sustainable business models in line 
with the UN 2030 Agenda. I also head up 
our sustainable finance and impact invest-
ing work area. I tell this story because it’s 
at the core of what needs to change within 
technology and the way we do business. 
Although the two fields often work hand 
in hand, an underlying higher purpose is 
often missing from both.

While racial and social injustices rage 
on, the climate crisis is reaching a fever 
pitch, and global threats such as runaway 
viruses threaten to topple fragile economic 
systems. We’re 100 seconds to midnight, 
say the Bulletin of Atomic Scientists,5 and 

https://www.instagram.com/bmwfoundation/
https://www.instagram.com/bmwfoundation/
https://www.linkedin.com/company/bmw-foundation
https://www.linkedin.com/company/bmw-foundation
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nectedness and inclusivity – not just be-
tween technology and business, and high-
er purpose, but between the global village 
– sustainable solutions for those who need 
them most, can proliferate. Technological 
solutions can affect systems change – that 
is, change that serves all stakeholders, 
not just shareholders. Because when tech 
for good solutions are applied to environ-
mental and social problems, the potential 
to create impactful change is nearly lim-
itless. From FACIL’iti,6 the French start-
up making the internet accessible to all, 
regardless of cognitive, visual or physi-
cal impairments, to the Nigerian startup 
Brickify, which makes affordable homes 
from bricks made of waste plastic, inspir-
ing solutions are emerging. But the eco-
system behind them needs to be bolstered. 

RESPONSIBLE LEADERSHIP STARTS 
WITH A MINDSET
Developing a responsible leadership mind-
set means rejecting the either/or complex 
and re-writing the status quo. For ex-
ample, in the construction industry, the 
prevailing mindset is “new is better,” a 
dangerous view to have when the indus-
try accounts for 38% of global greenhouse 
gases,7 In the past, buildings were con-
structed to last at least 100 years. Today, 
the average lifespan is around 40 years 
and only around 1% of materials8 in older 
buildings are reused. But this doesn’t need 
to be the case. 

German startup Concular9 is pioneer-
ing a circular economy approach in the 
construction industry, by carrying out as-
sessments of older buildings due to be 
demolished, identifying materials that can 
be reused, and selling them on to archi-
tects for use in new buildings. In creating 

yet many of the world’s leaders continue 
to drag their heels. 

But there are solutions. The UN 2030 
Agenda and its 17 Sustainable Develop-
ment Goals (SDGs) provide a comprehen-
sive, universal framework to address glob-
al challenges, and transboundary political 
institutions such as the G20 and G7 are 
uniquely positioned to engineer change. 
There is no shortage of talent and solu-
tions, but rather a shortage of responsible 
leaders – changemakers who are willing to 
abandon the either/or complex. 

This ingrained, restrictive state of mind 
doesn’t allow for ‘outside-the-box’ think-
ing. It dictates, for example, that if you do 
science and tech, you don’t work for the 
good of society, that the Global North and 
South are economically incompatible, or 
that big corporates have nothing to learn 
from small startups. It is a mentality 
forged through siloed education systems, 
outdated notions of progress and success, 
and lack of foresight as to the potential of 
tech for good. 

I believe that there does not need to be 
an either/or. By concentrating on intercon-

»�Technological 
solutions can affect 
systems change – 
that is, change that 
serves all stake-
holders, not just 
shareholders.«

ing economies hold just 20% of financial 
assets while also being home to 80% of 
the global population.13 This also means 
that the people contributing to the glob-
al economy through resources and labor 
necessary for production, are not seeing 
sustainable financial return.

Encouragingly, there are signs of 
change. Investments that integrate envi-
ronmental, social and governance (ESG) 
criteria, continue to gain traction. “It’s the 
big story of the last few years, the rise 
and rise of ESG,” said Catherine Howarth, 
CEO of ShareAction,14 in a recent talk on 
sustainable finance for the Transform Eu-

rope conference.15 Indeed, when the larg-
est asset manager in the world – Black-
rock – commits to integrating ESG into 
100% of their portfolios,16 it feels safe to 
use the word “mainstream.” Funds such 
as WorldFund17 and Scottish Mortgage,18 
which acquire holdings in future-thinking 
businesses like EV battery manufacturer 
Northvolt,19 are making a name for them-

this sustainable model, founders Dominik 
Campanella and Julius Schäufele actively 
turned away from the dominant narrative 
in their industry. 

On the flipside, as well as internalizing 
a mindset shift, responsible leaders must 
encourage other stakeholders to adopt 
this approach. Belgium-based startup Re-
sortecs10 has created dissolvable stitch-
ing and buttons for the fashion industry, 
a technology that could greatly increase 
recycling rates of textiles. Buttons, zip-
pers and the like are usually removed by 
hand, greatly slowing down the recycling 
process. According to co-founder Cédric 
Vanhoeck, the fashion industry could re-
duce its carbon footprint by half with bet-
ter recycling, and investors are very inter-
ested in their innovation. But it’s proving 
to be challenging getting brands on board. 
“We need to see a shift in how brands look 
at sustainability,” he said.11 “They need to 
stop treating these things as small pilots. 
They need to see it as the gateway process 
to revolutionize their industry. We need a 
mindset shift.”

TOOLS AND VEHICLES TO IMPLEMENT 
CHANGE
Mindset will only go so far. The mass 
shifting of capital towards the public good 
is an imperative, so are visionary entre-
preneurial programs such as business 
accelerators.

Even before the COVID-19 pandemic, 
financing for the SDGs was in short sup-
ply. Now there is a projected USD 4.2 tril-
lion financing gap12 annually for emerging 
economies; ironically, this amounts to just 
1% of the total assets held by banks, in-
stitutional investors, and asset managers. 
At the same time, countries with emerg-

»�The mass shifting 
of capital towards 
the public good 
is an imperative, 
so are visionary 
entrepreneurial 
programs such as 
impact business 
accelerators.«
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RADICAL COLLABORATION
At the G7 Summit in the UK last year, the 
Impact Taskforce was convened.24 Made 
up of a multi-sectoral group of business 
and policy stakeholders, including senior 
figures from Blackrock, Schroders, the 
World Bank and the European Commis-
sion, the independent taskforce will seek 
to create financial vehicles that deliver 
benefits for people and planet. Crucially, 
impact investment in low- and middle-in-
come countries hit particularly hard by the 
pandemic, is a focus. 

The first results of the taskforce have 
been presented in a new report,25 which 
the German government should advance 
during its G7 Presidency in 2022. This year 
will be critical to the long-term success of 

the recommendations, which include but 
aren’t limited to: a call to mobilize institu-
tional capital to create positive outcomes in 
line with the SDGs, particularly in emerg-
ing markets,and strengthening the voice 
of local communities, for a just transition. 

selves. And the David-and-Goliath story of 
Engine No. 1, the tiny, activist hedge fund 
that succeeded in getting threemembers 
elected to the board of ExxonMobil, is 
cause for optimism. 

Additionally, accelerators such as RE-
SPOND and organizations like SPRIND,20 
whichfund “disruptive innovations” in 
Germany, offer tangible pathways for en-
trepreneurs to break ground. There are 
inspiring examples from government as 
well. Germany’s Future Fund21 is faciitating 
the flow of billions of euros worth of capi-
tal to innovative startups, and the “fund of 
funds” AfricaGrow,22 set up by KfW Devel-
opment Bank and Allianz Global Investors 
on behalf of the German government, will 
“finance 150 innovative small and medi-
um-sized enterprises (SMEs) and start-
ups in reform-oriented African countries 
through local funds by 2030 in order to 
promote sustainable economic and social 
development.” 

Yet further power for change lies in 
understanding impact. Through impact 
measurement, companies identify their 
positive and negative effects on the world 
around them, and seek to elevate the for-
mer while mitigating the latter. Impact 
investing, similarly, zeros in on the net 
effects of finance. Just like entrepreneurs 
whose profits are inseparable from their 
positive net impact on the world, the finan-
cial returns linked to impact investments 
are intimately connected to socially and 
environmentally-driven results on the 
ground. And like ESG, these types of in-
vestments are booming. According to the 
Global Impact Investing Network, impact 
funds managed USD 715 billion in 2020, 
up from USD 8 billion in 2012.23 And impor-
tantly, policymakers are taking note. 

»�Let’s use the 
momentum and 
rally behind the 
UN 2030 Agenda 
in order to build 
a sustainable 
world by the end 
of the decade, 
and far beyond.«

The number of certified companies 
since 201730 has grown over 46%.31 And no 
wonder: studies have found that being certi-
fied sends a credible signal to stakeholders 
about the sustainability of the business. Not 
only that, becoming a B Corp has a positive 
effect on turnover growth.32 Big and small 
companies in tech sectors, from WeTrans-
fer to sustainable banking platforms such 
as Tomorrow,33 have joined the force. 

Armin Steuernagel’s Purpose Econ-
omy,34 likewise, seeks to create a new 
economic narrative from the ground up, 
by supporting alternative ownership and 
financing models for businesses. The 
“think-and-do tank,” Sistemiq,35 mean-
while, is working at the forefront of deep, 
transformative economic change.

But the movement needs to swell fur-
ther. Key to this will be a generation of 
responsible leaders ready to take on the 
challenge; responsible leaders who are 
unafraid to go against the grain of con-
ventional “wisdom” and see the world not 
in binary terms but as an interconnected 
ecosystem, ripe for transformation.

IN THIS SPIRIT, I IMPART FOUR KEY 
TAKEAWAYS. 
First, the SDGs are an invaluable frame-
work for tackling the world’s challenges, 
in a trans-geographic way. Technological 
solutions leveraged with the Global Goals 
in mind, can thus act as a significant en-
abler of all that they represent. And im-
portantly, tech for good can help G7 and 
G20 policymakers not just to align with the 
Goals, but meet them.

Let’s use the momentum and rally be-
hind the UN 2030 Agenda in order to build 
a sustainable world by the end of the de-
cade, and far beyond. 

Such multilateral efforts are prime ex-
amples of radical, meaningful collabora-
tion, which is the third ingredient needed 
if tech for good solutions is to thrive, and 
is one of the unifying forces behind the 
BMW Foundation Responsible Leaders 
Network.26 Leaders from all walks of life 
and corners of the globe are linked togeth-
er through their sense of shared purpose 
and values. And through their interdisci-
plinary talents, seeds of change grow. For 
instance, out of the collaborative spirit of 
the network, The Gender Alliance27 was 
born. This group of 30 women and men 
are leaders in fields as diverse as cyberlaw 
and diplomacy,28 and now work together to 
accelerate gender equality. Without radi-
cal collaboration and an agenda-pushing 
mindset as their foundation, they would 
not be doing this meaningful work.

SYSTEMIC SUSTAINABLE 
TRANSFORMATION
Achieving wholesale systems change won’t 
be straightforward. In addressing the root 
causes of geographically-contextual en-
vironmental and social problems, many 
rules will need to be re-written. And there 
will be winners and losers. But complex 
global systems require complex, globally 
focused solutions. Luckily, there are some 
shining examples from the corporate, en-
trepreneurial and finance sectors.

B Corp29 certified companies balance 
purpose and profit, and are legally re-
quired to consider the impact of their de-
cisions on workers, customers, suppliers, 
community and the environment. Indeed, 
if you’re looking for a group of companies 
that have torn up the rulebook and are re-
writing it step by step, B Corp companies 
certainly fit this bill. 
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from the G7 Impact Taskforce play out this 
year and encourage more leaders to devel-
op such multilateral, multi-sectoral initia-
tives to further push the financial sector 
towards a framework that is truly sustain-
able, on paper and in practice.

Let’s make money work harder for all.

Finally, we need to celebrate our success-
es more. The new storyline should be “it’s 
not news unless it’s good news.” 

Let’s change focus to change, champion 
the collaborators, and nurture those who 
dare to disrupt.

Second, responsible leaders, although 
growing in number, are still too few and 
far between. They must be forged through 
a breaking down of the either/or complex. 
This can be achieved through focused 
vehicles for change such as accelerator 
programs, and continued collaboration 
between diverse industries, education, and 
government. Such measures can strength-
en and empower innovation ecosystems.

So, let’s tear down silos and scale our 
collective impact.

Third, impact investing and impact 
measurement must continue to be built 
up. Ideals alone will not be enough. We are 
excited to see how the recommendations 
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INTRA-G20 TRADE INTENSITY

Overall intensity
First, intra-G20 trade intensity was below 
1.0 for most of the period, showing that 
trade relations of G20 member countries 
were slightly biased toward trading with 
extra-G20 partners for those decades (see 
[Figure 1]). Second, it exhibited a downward 

trend before the inception of the G20. The 
downward trend is likely to have been driv-
en by the G20’s increased extra-G20 exports 
and imports. As the incomes of non-G20 
emerging countries grew faster in the ear-
ly 2000s, exports to non-member countries 
rose. For the import side, member coun-
tries with big manufacturing sectors began 
to import raw materials more from non-G20 
countries. Third, the index shows a steady 
rise after 2012. The momentum, however, 
weakened from 2017, and weighed down 
afterwards. Trade tensions, geopolitical 
risks, and the corresponding rise in trade 
costs and non-trade barriers are likely to 
have affected this recently reversed trend.

INTRODUCTION
The Group of 20 (G20) summit, launched as 
the “Global Premier Economic Forum” in 
2008, has played a key role in solving “glob-
al problems.” It has contributed to imple-
menting necessary reforms for the global 
economy, responding to global crises, and 
creating an environment for sustainable 
global growth. In fact, the G20 has enough 
economic significance to lead global eco-
nomic policy agendas due to its size and 
ownership; the member countries produce 
over 80% of global output and they also 
have large share of voting rights in most 
major international organizations.

In spite of its role as “global problem 
solver,” the G20 has paid less attention to 
issues regarding the G20 itself. Protection-
ism has resurged over the last three years, 
fueled by trade tensions between the Unit-
ed States and China, and the United King-
dom withdrew from the European Union 
in 2020. In this age of global value chains, 
these developments can significantly ham-
per economic relations between member 
countries via heightened trade costs, policy 
uncertainties, and non-trade barriers.

In this paper, we try to shed light on the 
development of economic integration within 
the G20 countries and discuss ways forward 
to improve economic cooperation. In order 
to do that, we calculate an intra-G20 trade 
intensity index1 over the decades to com-
pare trends before and after the inception 
of the G20. The intra-G20 trade intensity 
measures the G20’s bias for trading with 
the member countries as opposed to trad-
ing with countries outside the G20. Simply 
put, the index tells us the preference of the 
G20 member countries’ intra-G20 trade 
compared to the world’s; a unit index im-
plies a neutral intra-G20 trade preference.

»�The economic 
integration within 
the G20 member 
countries moder-
ately increased 
until 2017 when 
trade tensions 
resurged.«

http://www.youtube.com/channel/UC6YGbnVlNPKlvYpLHuJo9wA
http://www.youtube.com/channel/UC6YGbnVlNPKlvYpLHuJo9wA
https://www.facebook.com/KoreaDevelopmentInstituteeng
https://www.facebook.com/KoreaDevelopmentInstituteeng
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The trade intensity of the intra-Ameri-
can and intra-European regions shows a 
contrasting trend compared to that of the 
intra-Asia-Pacific region (see [Figure 2]). 
The American region is the most active 
for intra-regional trading. This trade in-
tensity has been greater than 2.0 from the 
beginning and trended to 2.5. We attribute 
the American region’s particularly active 
intra-regional trade to the countries’ com-
plementary characteristics in terms of the 
level of economic development and types 
of industry. The passage of NAFTA in 1994 
seems to have contributed to increasing 
the proportion of the Americas’ intra-re-
gional trade by having a comparative ad-
vantage in price over external regions. 

Europe shows the second highest 
intra-regional trade intensity hovering 
around 1.3, and it also gradually trends 
upwards as observed in the Americas. 
Europe’s high intra-regional trade is be-
cause many member countries in Europe 

Intra and inter-regional trade intensity
In order to further investigate the status of 
economic integration within the G20 coun-
tries, we divide the 19 member countries 
by the region to which they belong and 
examine the economic relationship both 
within and between the regions. When 
grouping the G20 member countries, we 
take into consideration the geographic 
proximity as well as the economic rele-
vance (see <Table 1> for the regional clas-
sification of the 19 countries).

6 

 

Figure 1: Intra-G20 Trade Intensity Index 

 
Note: Cross-country trade is based on the value of goods exports and imports. 
Source: IMF Directions of Trade Statistics (DOTS) data. 
 

 

Table 1: The regional classification of the 19 countries 

Region Countries 
America Argentina, Brazil, Canada, Mexico, U.S.    
Asia-Pacific Australia, China, India, Indonesia, Japan, Korea, Saudi Arabia 
Europe Germany, France, Italy, Russia, Turkey, U.K. 

Note: As South Africa is solely located in Africa region, Africa regional index cannot be obtained. 
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»�The G20 needs to 
increase its efforts 
to ease trade 
tensions within 
the G20 member 
countries.«

are more supplementary to one another, 
(3) the political systems between mem-
ber states are different, and (4) political 
conflicts stemming from historical back-
ground have not been sufficiently over-
come, acting as an obstacle to trade.

Except for Asia-Pacific vis-a-vis the 
Americas, inter-regional trade gradually 
intensifies after the G20 inception.2 De-
spite relatively higher trading costs and 
non-trade barriers in inter-regional trade, 
Americas-Europe and Europe-Asia-Pacific 
trade intensities has grown steadily, sug-
gesting a positive impact from the cooper-
ation between G20 countries. By contrast, 
recent trade tension between China and 
the US seems to strengthen the case for 
Asia-Pacific and Americas decreasing 
trend.

CONCLUSION
Since the inception of the G20 in 2008, eco-
nomic integration within the G20 member 
countries increased moderately until 2017 
when trade tensions, geopolitical risks, 
and the corresponding rise in trade costs 
and non-trade barriers resurged. The G20 
needs to increase its efforts to ease trade 
tensions within G20 member countries. This 
would reverse the recent weak trend in eco-
nomic integration by reducing trade costs 

are also members in EU. This one mar-
ket environment benefits from no tariffs 
or borders and low transaction costs, re-
sulting in high trade intensity. Additional-
ly, the expansion of the EU has led to the 
inclusion of geographically larger regions 
and increased diversity in member states, 
increasing the complementarity of trade.

In contrast, Asia-Pacific is an area 
with rapidly decreasing intra-regional 
trade intensity. This difference is likely 
driven by the following reasons: (1) unlike 
other groups, this region does not have 
tariff benefits for regional trade, (2) most 
Asian member countries rely on the ex-
port-led economy, so their exporting goods 

»�And it also needs 
to reach open 
regionalism to 
provide additional 
growth engines 
for the global 
economy.«

REGION COUNTRIES

AMERICA Argentina, Brazil, Canada, Mexico, U.S. 

ASIA-PACIFIC Australia, China, India, Indonesia, Japan, Korea, Saudi Arabia

EUROPE Germany, France, Italy, Russia, Turkey, U.K.

Table 1: The regional classification of the 19 countries 
Note: As South Africa is solely located in Africa region, Africa regional index  
cannot be obtained.
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and corresponding uncertainties. It would 
also encourage cross-border investments, 
which can help reduce global imbalances.

Intra-regional economic integration 
within the G20 member countries has 
changed little, with the Americas show-
ing the highest trade intensity followed 
by Europe. Asia-Pacific’s intra-regional 
trade has been rapidly decreasing, even 
after the inception of the G20, due to fewer 
tariff benefits, lower complementarity of 
exports, higher political heterogeneity and 
tensions from historical background. This 
contrasting pattern suggests that an insti-
tutional approach, such as regional FTA, 

has a greater impact than geographical 
proximity. Therefore, member countries in 
Asia need institutional cooperation, such 
as active promotion of regional free trade 
agreements. It is also necessary to move 
toward an open regionalism in Europe and 
America that gradually expands free trade 
to offshore regions. 

Inter-regional economic integration of 
Americas-Europe and Europe-Asia-Pacific 
suggests a positive impact from the coop-
eration between G20 countries, however, 
the US-China trade tensions since 2017 
seem to have a negative impact on Ameri-
cas-Asia-Pacific economic integration. 

7 

 

Figure 2: Intra- and inter-regional G20 Trade Intensity Index 
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Note: Cross-country trade is based on the value of goods exports and imports. 
Source: IMF Directions of Trade Statistics (DOTS) data. 

 
1 The index is obtained by dividing the share of intra-G20 trade in the G20’s overall trade by the share of its trade 
in global trade. It has advantages over the simple trade share because it does not suffer from size bias. 
2 Theoretically, inter-regional trade intensity is identical for cross region; Inter-regional trade intensity of Asia-
Pacific vis-à-vis the Americas should be equal to that of America vis-à-vis Asia-Pacific. However, errors and 
omissions in data produce discrepancies for cross-region trade intensity. 
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Since its launch, the G20 has succeed-
ed in solving many urgent and important 
“global problems” and helped to contrib-
ute to enhancing the soundness of the 
global economy and strengthening the 
stability of the global financial market. 
However, the overall picture of economic 
integration within the G20 member coun-
tries has not changed much. Most coun-
tries stick together regionally and turned 
their regional markets to provincial mar-
kets without active market opening. The 
G20 needs to contribute to active coopera-
tion in reducing trade tensions and reach-
ing open regionalism to provide additional 
growth engines for the global economy.
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I. INTRODUCTION
We are entering a new era of sustainabili-
ty and enterprise value reporting. There is 
heightened attention on sustainability-re-
lated risks and opportunities, as well as on 
corresponding items and changes in finan-
cial statements. The projects of the newly 
established International Sustainability 
Standards Board (ISSB) as well as the Eu-
ropean Union’s draft on new sustainability 
reporting rules provide evidence for this 
change in thinking.

However, without tackling the current 
issues and difficulties of accounting at 
times of deep structural economic change, 
new sustainability initiatives are unlikely 
to succeed. 

This discussion document aims to draw 
attention to these accounting deficiencies. 
It encompasses issues linked to new EU 
and ISSB reporting guidelines, as well as 
to the debates about national performance 
measures beyond GDP. 

II. ACCOUNTING: THE MISSING PIECE
Climate change and efforts to mitigate 
it and manage its impact are affecting 
the business model, cash flow, financial 
position and performance of companies 
across all sectors. These factors also 
have a crucial effect on the investors and 
banks that provide corporate finance. 
One source of impact relates to physi-
cal risks resulting from climate change, 
which may lead to direct damage of as-
sets or indirect impacts from disruptions 
in supply chains, operations or transpor-
tation. Other impacts relate to transitory 
risks as well as opportunities from poli-
cy, legal, technology or market changes 
in response to mitigation and adaptation  
requirements.1

As a result, investors and other stake-
holders are increasingly requesting that 
climate-related issues should be inte-
grated into financial accounting.2 Current 
International Financial Reporting Stan-
dards (IFRS) do not explicitly address en-
vironmental and climate-related matters. 
Nevertheless, entities are required to con-
sider these issues in their IFRS financial 
reporting.3 The same applies to European 
accounting of non-publicly traded com-
panies for which the Accounting Directive 
provides a regulatory framework.

Climate-related matters, among oth-
er things, may affect the recognition and 
measurement of provisions or may cause 
impairments (“stranded assets”). For ex-
ample, a decline in demand or increase 
in cost for high-emission products could 
lead to a production facility being consid-
ered impaired, which would require that 
the asset should be tested for impairment. 
External information – such as significant 
adverse changes in the corporate environ-

»�Without tackling 
the current is-
sues and difficul-
ties of accounting 
at times of deep 
structural eco-
nomic change, new 
sustainability 
initiatives are un-
likely to succeed.«



112 113

Economic TransformationGLOBAL SOLUTIONS JOURNAL ∙ ISSUE 8

to be intensifying. The European Securities 
and Markets Authority (ESMA) has set cli-
mate issues as one focus of enforcement 
in the European Union for 2021 annual fi-
nancial reports.10 

Preparing new forms of enterprise 
value places emphasis on sustainabili-
ty issues in the numbers in the financial 
statements. Guidance is needed on how 
sustainability has to be considered prac-
tically in accounting – for large as well 
as small and medium-sized companies. 
Hence, tackling accounting is the missing 
piece for gaining momentum in sustain-
able finance. 

III. TODAY’S ACCOUNTING DEFICITS 
AND HOW TO SECURE A TRUE 
AND FAIR VIEW IN ACCOUNTING

1. Basic assumptions of financial ac-
counting
Many people think that financial informa-
tion in annual financial statements simply 
contains “historical data.” This is a fre-
quently voiced criticism of financial report-
ing, from which it is then concluded that 
more “future information” must be provid-
ed beyond the scope of financial report-
ing – for example, via descriptive sustain-
ability reporting. However, balance sheet 
data is actually based on fundamental fu-
ture assumptions and estimates from the 
perspective of a balance sheet date, such 
as future cost and price developments and 
regulatory or market expectations.

Disclosure with respect to the ap-
plied accounting policies is therefore a 
key element of the notes to the financial 
statements. According to EU accounting 
law as well as the International Financial 
Reporting Standards, such disclosure has 

ment including actual or expected legis-
lative changes – would represent further 
indications of impairment.4 

Accounting rules and procedures need 
to be updated to allow financial data to re-
flect adequately the radical upheavals tak-
ing place in economy and society. However, 
only descriptive sustainability and enter-
prise value reporting issues have been ad-
vanced worldwide during the last 20 years. 
The latter refers to the TCFD framework 
that sets a global standard of risk- and op-
portunity-based sustainability disclosures. 
It provides a basis for the frameworks be-
ing built by the ISSB,5 national regulators 
and the EU.6 The new enterprise value 
reporting system lays down common ele-
ments on how income and cash flow state-
ments and balance sheets should reflect 
climate-related issues. However, the re-
flection of financially relevant sustainability 
aspects in accounting itself has not been 
pursued further, neither in practice nor on 
a broad scientific and political level. 

The consequences are potentially 
problematic: Financial reporting does not 
adequately depict climate risks or any 
other sustainability risks.7 Stakeholders 
and investors have to rely on descriptive 
sustainability reporting only, which is in-
sufficiently standardized in terms of sub-
jects and measurements and is based on 
unaudited data.8 Furthermore, there is a 
danger that larger companies with better 
data processing capacities will have ad-
vantages over smaller competitors. 

Indeed, in a recent study of financial 
statements of global companies in car-
bon-intensive sectors, over 70% of com-
panies have not considered or disclosed 
climate matters in accounting.9 Yet the 
focus of supervision authorities appears 

therefore cast a shadow over the balance 
sheet data even before it is finally regu-
lated and comes into force. In this regard, 
accounting does not only reflect results of 
the reporting company, but also political 
decisions and the degree of information 
efficiency.

The importance of disclosure of cli-
mate-related assumptions, estimates 
and judgements has also been recognized 
by the European Securities and Markets 
Authority (ESMA), the EU’s securities mar-
kets regulator.13 However, transparency on 
key measurement assumptions, by itself, 
would not lead to a sufficient level of com-
parability. To return to the example of the 
two ships, unless they set their course ac-
cording to the same reliable weather re-
port, perhaps issued by government agen-

to include, in particular, the basic mea-
surement assumptions and judgements 
applied to various items.11

This is particularly important against 
the background of structural economic 
change towards climate neutrality. Key as-
sumptions and judgements with significant 
effects on accounting include the extent 
to which various countries are expected to 
implement the Paris Climate Agreement 
and the effect on the carbon price path for 
companies operating in such jurisdictions. 
This is especially important for Germany 
because of constitutional requirements.12 
Based on these data, e.g. impairment tests 
are performed to determine whether, for 
example, machinery assets are still prof-
itable as originally expected or need to be 
impaired (“stranded assets”). Decisions 
are also needed on adjustments to the es-
timated useful life of such assets. 

In practice however, the assumptions 
and judgements behind these decisions 
are hardly disclosed. As a result, account-
ing data lose comparability. Lack of clari-
ty on such basic accounting assumptions 
hinders effective analysis. The position 
is comparable with two ships travelling 
to the same port, but assuming different 
weather conditions and therefore taking 
different courses. Each crew will say they 
are “on course” but will arrive at different 
times and incur different costs. Unless the 
basic assumptions behind each course 
are disclosed, it is impossible to compare 
the vessels’ current and expected perfor-
mance before they arrive. 

Future regulations that can already be 
expected at present may already have to 
be taken into account in the accounting. 
An expected ban on vehicles with internal 
combustion engines, for example, could 

»�New, politically 
neutral structures 
and processes 
are necessary to 
provide reporting 
entities with 
sustainability-
related basic as-
sumptions for 
accounting prac-
tice at each 
reporting date.«
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them at least to be classified as a seri-
ous, credible constructive commitment to 
the public, whereas unbelievable pledges 
would not be disclosed in the notes or bal-
ance sheets. Here lies a great potential for 
exposing greenwashing through unbeliev-
able pledges. 

It would also be necessary to examine 
whether the recognition of environmental 
protection provisions – e.g. provisions to 
remedy environmental damage – in ac-
counting is discriminated against other 
provisions. To the extent that particularly 
strict accounting criteria are applied to 
the recognition just of environmental pro-
visions, corresponding economic burdens 
do not appear in the financial statements. 
Such a special law applies, for example, 
in Germany.14 

Under different accounting standards, 
the criterion of an “external obligation” is 
typically required to introduce a provision 
for expected future spending. Internal ad-
aptation obligations – such as for mainte-
nance backlogs that have to be made up 

cies in cooperation with the private sector 
and scientific research bodies, there will 
be no adequate basis for comparing the 
two vessels’ performance. 

For accounting to work and provide 
useful information at times of transfor-
mative structural changes, forecasts and 
assumptions are required that are too 
complex to be left to individual companies, 
auditors and different supervisors. New, 
politically neutral structures and pro-
cesses are necessary to provide reporting 
entities with sector-specific short-, medi-
um- and long-term basic assumptions for 
accounting practice at each reporting date. 
This requires broad research and develop-
ment and shall serve to support reporting 
entities with their accounting practices 
during this time of transformation. 

2. A deeper look at single accounting 
issues
Many companies have publicly made 
“climate pledges” (e.g.: “We will halve 
our greenhouse gas emissions by 2030 
and achieve net zero by 2050,” with fur-
ther details). Depending on the applica-
ble accounting standard, a provision for 
a constructive obligation may have to 
be recognized for such published volun-
tary commitments and in the notes the 
estimated amount of the correspond-
ing investment may have to be indicat-
ed. However, these climate pledges are 
not reflected in the companies’ financial 
statements. 

This may be because they are not suf-
ficiently credible or that there are failures 
in accounting. Further research is needed 
to assess different pledges and their ac-
counting effects. Disclosing the pledges 
in the financial statements would require 

»�Unbelievable cli-
mate pledges can-
not be disclosed in 
the notes or bal-
ance sheets. Here 
lies a great poten-
tial for exposing 
greenwashing. «

3. Building the bridge to national 
accounts
Accounting – including sustainability-re-
lated financial issues – influences national 
accounts data including GDP. If accounting 
rules better reflected structural changes, 
standard GDP figures would reflect these 
issues – even before improved alternatives 
to GDP are explored. 

The production value included in the 
GDP calculation is determined by the val-
ue of changes in inventories of goods from 
production and from the value of internally 
generated assets. If for example a farm-
er’s humus build-up and fertile land is not 
accounted for as an internally generated 
asset, this financial value added cannot be 
included in the calculation of GDP. Simi-
larly, the destruction of fertile soil by in-
tensive farming would not be transparent 
as depreciation in net domestic product. 

Neither gross nor net measures of 
national accounts of countries can be 
properly measured and compared without 

for in future – can typically be accounted 
for only under narrowly defined circum-
stances under national GAAP. Introducing 
a provision commonly requires a creditor 
or at least a group of persons to whom 
the reporting entity owes a commitment. 
Pension obligations, for example, are 
owed to employees, warranty obligations 
to customers, and tax provisions to tax au-
thorities. However, at times like now when 
companies have to adapt to deep-seated 
changes in the external environment, in-
ternal adaptation obligations – like climate 
adaption measures under flood risks or 
crop failure risks – may prove to be just 
as unavoidable as external obligations. 
Here lies a field for possible accounting 
reforms, with the aim of ensuring that 
balance sheets reflect a true and fair view 
of economic performance.

Furthermore, large parts of transfor-
mative investments and restructuring that 
improve a company’s sustainability and 
make it also economically more resilient 
(e.g. investments in net zero) are typically 
depicted as pure expenses in the balance 
sheet, although they really are an invest-
ment in the future with a value creation 
beyond the balance sheet date.15 This has 
the absurd effect that companies that car-
ry out deep restructuring to operate in line 
with the Paris goals suffer disadvantages 
in terms of a weaker balance sheet – with 
corresponding detrimental effects on the 
financial markets. 

The examples discussed here highlight 
some important deficiencies in account-
ing and auditing practices and standards. 
Accounting towards climate neutrality as 
well as economic sustainability requires 
considerable attention, research and 
reforms.

»�If accounting rules 
better reflected 
structural chang-
es, standard GDP 
figures would re-
flect these issues 
– even before im-
proved alterna-
tives to GDP are 
explored.«
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data input from accounting and its proper 
development. This requires a true and fair 
view of economic positions and perfor-
mance that takes sustainability consider-
ations fully into account.

IV. CONCLUSION
Reforms for accounting and account-
ing governance procedures are urgently 
needed to provide accurate and objective 
company information at times of profound 
structural change. In particular, regula-
tors must provide the data for assump-
tions on how sustainability risks should 
be assessed in companies’ balance sheets. 
Such an accounting reform also provides 
additional benefits and opportunities: it 
may uncover greenwashing practices of 
companies and would help to provide more 
accurate macro measures of economic ac-
tivity (GDP).
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INTRODUCTION
The internet is the backbone of our digital 
world. It creates the conditions for eco-
nomic development and prosperity world-
wide. Yet, this critical common good – the 
open, global, and trustworthy internet – is 
under threat. As digital connectivity pene-
trates every aspect of economic, political, 
and social life, it has become a central 
object of geopolitical maneuvering. Amid 
the heightened competition between the 
United States and China and a push to-
wards greater “digital sovereignty” by the 
European Union, India, Russia, Turkey, 
and other players – the meaning of which 
varies greatly –, regulatory divergence, in-
creasing tensions in cyberspace, political 
disinformation, and surveillance hamper 
the free flow of information. Private power 
on the internet has also concentrated to an 
unprecedented degree, undermining eco-
nomic competition and dominating gover-
nance institutions. 

Even more concerning is that geopol-
itics are trickling down from the upper 
layers of internet usage to the internet’s 
underlying infrastructure. Whereas is-
sues such as data privacy, surveillance 
and platform regulation are at the top 
of policymakers’ agendas, the daunting 
prospect of a fundamental splintering of 
the internet along national borders down 
to its very core demands serious and im-
mediate attention. And yet, the internet’s 
physical (e.g., submarine cables) and 
logical (e.g., TCP/IP protocol family, DNS) 
infrastructure represents its foundation 
as a “network of networks” that enables 
any device to exchange data packets with 
any other device worldwide. A splintering 
of this infrastructure would be difficult to  
reverse.
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same vein, responses to global challenges 
such as pandemics depend on unhindered 
and frictionless global information flows 
among scientific communities and public 
institutions. Finally, and most importantly, 
people’s ability to connect transnationally, 
build mutual understanding, and express 
their opinions freely would be severely 
curtailed. 

HOW GEOPOLITICS IS TRICKLING 
DOWN TO THE INTERNET’S CORE

Physical communications infrastructure
At the most fundamental level, the inter-
net connects users through a network of 
undersea cables. Even as companies are 
making a significant push into satellite 
technologies to provide internet access 
even to remote and underserved locations 
on the globe, cables will remain the main 
pipelines of cyberspace for the rest of the 
2020s. Today, an estimated 436 undersea 
cables transport approximately 99 percent 
of all international traffic.3 International 
communications and the global economy 
depend on them.

However, the physical communications 
infrastructure that the internet uses is on 
the verge of a paradigm shift. Concerns 
about the insertion of backdoors and sur-
veillance at landing stations and fears of 
sabotage render these cables’ construc-
tion, operation, and geography politically 
salient. Since the Snowden revelations, 
trust in global internet traffic has taken a 
hit, and submarine cables have received 
increasing attention as a geopolitical fac-
tor. Brazil reacted by pushing ahead on 
an undersea cable that would connect it 
directly to Europe and reduce the risk of 
man-in-the-middle snooping from the US.4 

Preserving an open, global, and trust-
worthy internet infrastructure must thus 
be a priority for global leaders. The tech-
nical bodies that govern the internet are 
currently ill-equipped to address the po-
litical fault lines that put the global inter-
net at risk. The G20 and G7 should actively 
work to mitigate these political fault lines 
so that technical bodies can continue to 
effectively administrate and develop an in-
ternet that works for the global common 
good.

A GLOBAL COMMON GOOD CAUGHT IN 
POLITICAL CROSSFIRE
Fragmenting the internet at the infrastruc-
tural level would effectively dismantle the 
digital roads that enable global economic 
growth and development. Global e-com-
merce in 2019 amounted to no less than 
USD 26.7 trillion.1 A series of temporary 
internet shutdowns have cost the global 
economy an estimated USD 16.9 billion 
since 2019.2 Modern transnational supply 
chains and business operations depend 
heavily on the ability to exchange data 
freely and securely. Worryingly, developing 
countries are likely to be hit hardest by the 
negative effects of internet fragmentation.
Their integration in global supply chains 
and access to foreign markets – both heav-
ily dependent on digital connectivity – are 
primary sources for investments and eco-
nomic growth.

Internet fragmentation also has wid-
er scientific, political, and social conse-
quences. Fragmentation would roll back 
interactions that further technological 
innovation and scientific advancement 
and were once at the heart of the public 
internet’s origins as a network linking re-
search institutions and universities. In the 

underpin the global internet are already 
at the center of political contestation. The 
internet’s communications protocols are 
placed on top of the physical cables and 
satellites that connect devices. They en-
compass the technical protocols, notably 
the Transmission Control Protocol/Inter-
net Protocol (TCP/IP) family of network 
protocols, regulating how devices commu-
nicate as well as the Domain Name Sys-

tem (DNS), the internet’s address book. In 
addition to these, cryptographic protocols, 
such as Transport Layer Security (TLS), 
which ensure the secure transmission 
of data, are essential building blocks to a 
trustworthy internet.14

Internet communications protocols 
are already part of the drive for a na-
tion-state-organized internet. Russia 
is building a national DNS to be able to 
handle requests autonomously.15 With 
“NewIP”, a Chinese company (Huawei) 
introduced an initiative to revamp the cur-
rent internet protocol family.16 While ori-
ented towards developing protocols with a 
view to the rapidly evolving requirements 
of a future internet, it would link inter-
net protocols in ways that would make it 
easier for actors, including governments, 
to monitor and control communication 
flows.17 The critique voiced about TCP/
IP within the argumentation for NewIP is 
unsubstantiated, and despite possible uni-
lateral moves, widespread adoption may 

This EllaLink cable was launched in mid-
2021 and is the first of its kind between the 
two continents.5

The physical communications infra-
structure is also moving to the center of 
the US-China rivalry.6 Chinese and US 
companies are rapidly growing their mar-
ket share. By 2018, Amazon, Facebook, 
Google, and Microsoft alone already owned 
or leased more than half of the world’s 
undersea bandwidth.7 Huawei Marine 
Networks (now rebranded as HMN Tech-
nologies) has become one of the biggest 
vendors in the submarine cable market.8 
European companies are also represent-
ed among the major players that operate 
global submarine cables, including Alca-
tel Submarine Networks, Nexans Norway 
AS, NKT A/S, and Prysmian Group.9 As a 
result, the privately owned and operat-
ed internet infrastructure is ripe for the 
projection of geopolitical tensions. Lately, 
Huawei’s participation in the “Peace Ca-
ble”, running from China to France, has 
led to intense US pressure on European 
partners to abort participation.10 Last year, 
US authorities recommended blocking a 
12,800-kilometer cable connecting the US 
and Asia, built in a partnership between 
Google, Facebook and other compa-
nies.11 What will be the “highest-capacity 
trans-Pacific route”12 ever built will now 
link to Taiwan instead of Hong Kong.13 It 
is the first time that a planned undersea 
cable connection to mainland China has 
been rerouted in response to national se-
curity concerns.

Internet communications protocols 
Even as the physical infrastructure is only 
beginning to align with geopolitical fault 
lines, the communications protocols that 

»�The internet is 
the backbone of 
our digital world.«
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internet users across the world. At the 
same time, they make it harder for states 
to know what web pages citizens are view-
ing. Therefore, China and Russia have re-
stricted their implementation domestical-
ly.20 This contrasts with the US, UK and the 
EU, which rely on strong and ubiquitous 
cryptographic protocols.

Therefore, it is concerning that the 
US, UK and the EU have also signaled that 
they aim to weaken end-to-end encryption 
(E2E) for national security reasons. If they 
were moving ahead with their announce-
ments, it would severely weaken the in-
ternet’s trustworthiness.21 This is because 
there is no technical way to undermine 
E2E encryption that would only allow law 
enforcement access to messages that are 
E2E encrypted. Any weakening of encryp-
tion protocols also means an increased 
risk of criminals using the same vulnera-
bilities. Updating cryptographic protocols 
used on the internet is essential since it 
ensures the privacy and anonymity of us-
ers. At the same time, it protects states 
from snooping or malicious activity by oth-
er state actors or cybercriminals.22 

REVIVING MULTISTAKEHOLDERISM 
IN 21ST CENTURY INTERNET 
GOVERNANCE
The institutions that govern the inter-
net currently struggle to address these 
challenges to the world’s digital nervous 
system. Multistakeholderism is deep-
ly engrained in the internet’s origins. In 
this model, players from the technical 
community, business, civil society, and 
governments jointly drive forward the de-
velopment of the internet in specialized 
institutions, usually based on “rough con-
sensus”. The Internet Engineering Task 

be difficult, not least due to the expensive 
nature of protocol migrations that are 
slowing the migration from IPVv4 to IPv6.18 
Yet, while the controversy around NewIP is 
currently stalled in the International Tele-
communication Union, there is an acute 
risk that states will pursue the adoption 
of preferred protocols unilaterally where 
no viable agreement can be reached. In-
deed, an alternative vision of the internet 
is already being tested within China but 
may well be rolled out through outbound 
infrastructure investments, especially in 
developing countries.19

The internet is also at risk of further 
fragmentation because states starkly 
vary in how strongly they implement cryp-
tographic protocols. In some parts of the 
world, implementation of key protocols 
is lagging or outright opposed, under-
mining secureness to facilitate greater 

surveillance over domestic populations. 
TLS 1.3 and Encrypted SNI are crucial to 
preserving the anonymity and privacy of 

»�Even more 
concerning is that 
geopolitics are 
trickling down 
from the upper 
layers of internet 
usage to its 
underlying 
infrastructure.«

and trustworthy. A clear division of labor 
among governance bodies – fundamental 
to a well-functioning governance ecosys-
tem – is being eroded. Within institutions 
as well, fault lines are becoming more en-
trenched. The 2022 elections of a new ITU 
Secretary-General are descending into a 
geopolitical haggling between those that 
defend a limited role of the ITU and those 
that seek its transformation into a cen-
tralized and intergovernmental internet 
decision-making body.25

Digital geopolitics is proving a potent 
destabilizing force to internet governance 
because it preys on multistakeholder insti-
tutions’ lack of inclusion and representa-
tiveness. Internet institutions like the IETF 
and ICANN were created mainly throughout 
the 1980s and 90s. At that time, the internet 
was very US-centric. In fact, the US Depart-
ment of Commerce’s oversight over ICANN 
and its functions was only removed as late 
as 2016.26 China and Russia, major cyber 
powers today, occupied only marginal po-
sitions in internet governance at the time.

Since then, the internet has changed 
significantly. Most of today’s internet users 
are situated outside of Western industrial-
ized countries.27 China alone boasts over a 
billion internet users.28 At the same time, 
internet governance institutions have 
adapted slowly. Organizations like ICANN 

Force (IETF), for example, establishes pro-
tocols and standards. The Internet Corpo-
ration for Assigned Names and Numbers 
(ICANN) manages central functions such 
as the DNS mentioned above. The Inter-
net Society (ISOC), a non-governmental 
organization, forms the focal point for 
coordinating the maintenance and further 
development of the internet.23

These institutions have demonstrat-
ed an exceptional capacity to develop and 
administer the internet technically, but 
they stand unprepared for the geopoliti-
cal pressures that are now building up. 
Institutions like the IETF, which came to 
life when the internet was under develop-
ment, was mainly the concern of a techno-
cratic community of computer scientists 
and engineers. Today, technical decisions 
have significant political implications. Yet, 
there is currently no functioning mecha-
nism for bridging technical and political 
considerations. The Internet Governance 
Forum (IGF), created precisely to structure 
dialogue among all stakeholders – from 
government to civil society – has so far 
failed to develop the focality and authori-
ty to mitigate tensions among parties and 
inform internet governance. As a result, 
political frictions are not channeled into 
productive deliberations among concerned 
stakeholders but translated into institu-
tional powerplay. The NewIP proposal is a 
case in point, with its proponents attempt-
ing to shift internet development from the 
multistakeholder IETF to the intergovern-
mental ITU.24

The lack of an adequate political pro-
cess and institutional powerplays are 
damaging the prospects of retaining an 
effective ecosystem to develop and admin-
ister an internet that remains open, global 

»�Digital geopolitics 
is proving a potent 
destabilizing 
force to internet 
governance.«
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tistakeholder formats can give rise to un-
representative, insular communities that 
exclude new entrants.

Internet governance institutions like 
the IETF and ICANN have shown their ex-
ceptional capacity to administer one of the 
fastest growing and most complex infra-
structures in human history. Preparing for 
the coming decades, however, will require 
a process of reform that is unlikely to come 
from within alone. Governments thus have 
a constructive role to play in working with 
multistakeholder institutions to increase 
their global inclusion and representative-
ness as the next billion users come online.

RECOMMENDATIONS TO THE G20 AND G7
The G20 should take action in the following 
areas:

– Global internet opportunities: em-
phasize that an open, global, and secure 
internet is a critical enabler for inclusive 
economic growth and addressing global 
challenges, including those laid out in the 
UN Sustainable Development Goals.

–  Inclusive multistakeholderism: 
reaffirm its support for complementing 
multilateral engagement on digital coop-
eration with an inclusive multistakeholder 
approach, involving civil society, academ-
ics, businesses, and governments, echoing 
the recommendations of the UN High-level 
Panel on Digital Cooperation.

–  Physical infrastructure integrity: 
declare their ambition to initiate a multis-
takeholder dialogue on ways to increase 
the trustworthiness of physical infrastruc-
ture (i.e. undersea cables) in the interest 
of advancing global connectivity.

– Interoperability by design: limit pub-
lic funding to domestic and international 
digital infrastructure investments that 

and ISOC remain domiciled in the United 
States and are subject to US and, in the 
case of ICANN, California state law.29 The 
IETF’s leading figures are employed by 
Western companies and universities.30 In 
that sense, the internet institutions were 
never genuinely global – a deficit that is 
becoming more severe every day that the 
internet expands.

Multistakeholderism, which originat-
ed in a close-knit community of technical 
experts and academics, is also struggling 
with the concentration of power in the 
hands of few actors, particularly private 
companies. A key strength of internet 
governance institutions is their techno-

cratic nature and focus on devising the 
best possible technical (as opposed to 
political) solution. On the flip side, active 
engagement consumes expertise, time, 
and capital that is disproportionally in the 
hands of dominant technology companies. 
Their involvement is essential, but the lack 
of broader geographical and civil society 
representation, including from developing 
countries, fuels the contestation of mul-
tilstakeholderism and creates incentives 
to flock to an alternative state-centric 
and multilateral model. Moreover, mul-

»�Preserving an 
open, global, and 
trustworthy inter-
net infrastructure 
must be a priority 
for global leaders.«

In view of the above, the G7 should lead by 
example with actions in these areas:

–  Inclusive multistakeholder gover-
nance: reaffirm its commitment to inclusive 
multistakeholder governance of the inter-
net and pledge to provide funds supporting 
the technical community and civil society 
representatives from the Global South.

– Digital human rights: pledge their 
joint support for a secure and trustworthy 
internet that strengthens digital human 
rights, notably by refraining from under-
mining end-to-end encryption and fos-
tering the fast roll-out of the latest cryp-
tographic protocols, such as TLS 1.3 and 
Encrypted SNI.

retain compatibility with the globally used 
protocol family (i.e. TCP/IP) and global 
DNS by design.

– Internet Governance Forum “Plus”: 
define concrete steps to strengthen the 
Internet Governance Forum (IGF), draw-
ing on the follow-up recommendation to 
the UN Secretary General’s initiative for 
strengthening global digital cooperation 
(IGF “Plus”).

– Human-centric digital connectivity: 
agree to expand investment in digital 
connectivity in the Global South while 
committing to protect users’ privacy and 
rights, including freedom of expression, 
from overreach by both businesses and 
governments.
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ABSTRACT
There has been tremendous development 
in providing formal financial services to the 
unbanked in developing countries since the 
Global Partnership for Financial Inclusion 
(GPFI) was established in 2010. Neverthe-
less, there is no universal agreement on 
how developing countries approach their 
financial inclusion programs. Kenya, for 
example, mainly depends on telecommu-
nication companies (telco-based) to act as 
drivers of the financial inclusion program, 
while Indonesia chose the banks (bank-
based). After years of the ongoing pro-
gram, there is evidence that the success is 
primarily due to the countries’ approach-
es. This policy brief elaborates the critical 
features of telco-based, bank-based, and 
hybrid-based financial inclusion programs 
in developing countries. Finally, it summa-
rizes indicators that need to be taken into 
consideration for choosing the suitable 
model of the country.

BACKGROUND
Significant progress has been achieved 
toward financial inclusion, with 1.2 billion 
individuals globally now having access to 
a bank account. About 69% of adults now 
have an account. However, over one-third 
of adults – around 1.7 million – remain 
unbanked, without a financial institu-
tion or mobile money provider account 
(Demirguc-Kunt et al., 2018). Due to the 
near-universal ownership of accounts in 
high-income nations, almost all unbanked 
adults live in developing countries. Indeed, 
nearly half of the world’s population is 
concentrated in only seven emerging econ-
omies: Bangladesh, China, India, Indone-
sia, Mexico, Nigeria, and Pakistan. Accord-
ing to the World Bank Global Findex 2017 

study (Demirguc-Kunt et al., 2020), one in 
five said they did not have an account with 
a financial institution due to distance.

Since the launch of the Global Partner-
ship for Financial Inclusion (GPFI) in 2010, 
there has been significant progress in the 
provision of formal financial institutions to 
the unbanked in developing countries and 
improvements in governments’ financial 
regulation and the provision of inclusive 
financial institutions (Hannig and Jansen, 
2010; Tambunan, 2015; Ozili, 2018). An in-
ternational practice for financial inclusion 
is divided into three categories: (1) bank-
led financial inclusion, (2) telecommuni-
cations company (telco)-led financial in-
clusion, and (3) hybrid financial inclusion. 

Since 2015, the Indonesian govern-
ment has used Laku Pandai as one of 
many bank-based programs to increase 
financial inclusion. Laku Pandai is 
sometimes referred to as an agency 
banking program. Its objective is to reach 
out to and expand financial access to 
underserved people. Additional financial 
inclusion programs include the Reserve 
Bank of India’s (RBI) policy of allowing 
telecommunications companies to act as 
payment banks, Kenya’s mobile money 
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2013, enabling telecommunication com-
panies to commence mobile money pro-
grams. This policy reform encouraged the 
country’s adoption of mobile money. By 
2017, fourteen mobile network carriers 
in India offered mobile money services to 
their consumers as a value-added service. 
India’s mobile money sector has stalled 
despite mobile money service operations 
developments. Potnis et al. (2019) found 
that customers without a bank account 
are less likely to use mobile money ser-
vices than their banked counterparts, 
hence extending rather than closing the 
Indian market’s pre-existing financial gap 
(Shashidhar et al., 2019).

The mobile money experience in Kenya 
and India yields varied outcomes. Evans 
and Pirchio (2014) maintained that mobile 
money schemes have been generally suc-
cessful in countries with less regulation 
in nearly every instance. It has failed in 
almost every case in countries with more 
regulation and advocated that regulated 

According to Bank Indonesia, electronic 
money transactions would expand from 
roughly 536 million in 2015 to more than 
4.6 trillion in 2021, or nearly 7.6 times. 
Likewise, the value of electronic mon-
ey transactions grows by 3.8 times, from 
around IDR 5.3 trillion in 2015 to IDR 205 
trillion in 2021. Furthermore, the number 
of accounts registered through LKD agents 
is expected to increase from 1.15 million 
in 2015 to 20.82 million in 2020 (Bank In-
donesia, 2020). 

TELCO-BASED FINANCIAL INCLUSION 
INITIATIVES: THE CASE OF KENYA’S 
M-PESA AND INDIA’S RBI
In other developing countries, mobile 
money usage is a popular method of in-
creasing financial inclusion since it en-
ables low-cost, secure, and convenient 
financial transactions. It is comparable to 
Laku Pandai in that it distributes its ser-
vices via agent networks and provides cus-
tomer cash-in and cash-out services (Suri, 
2017). M-PESA in Kenya is one of the coun-
try’s largest telecommunications compa-
nies (Demirguc-Kunt et al., 2018). Users 
may conduct peer-to-peer transfers, pay-
ments, merchant transactions, charitable 
contributions, and international remittanc-
es. It has changed Kenya’s financial land-
scape dramatically since 2006. Only 26% 
of the bankable population in Kenya had 
access to formal financial services in 2006; 
by 2013, that percentage had climbed to 
67% (Muthiora, 2015). 

Observing Kenya’s success, India at-
tempted to adopt the mobile money strat-
egy in order to aid in the country’s financial 
inclusion. The Reserve Bank of India (RBI) 
began removing the need for mobile trans-
action owners to have a bank account in 

klusif/Smart Act Branchless Banking Ser-
vice for Financial Inclusion), the Indone-
sian government promotes the branchless 
banking trend. Laku Pandai offers banking 
and other financial services in partnership 
with other parties (bank agents) and with 
the use of information technology. The 
services offered include savings with the 
features of a Basic Savings Account (BSA), 
credit or financing for micro clients, and 
other financial products such as micro-
insurance. Laku Pandai is also used to 
directly distribute government subsidies, 
namely the Welfare Family Savings Pro-
gram (PSKS). 

As a consequence, Indonesia’s finan-
cial inclusion status improved. Access to 
financial services increased to 48.9% of 
the population in 2017 from 19.6% in 2011. 
Bank agents have increased from 3,734 in 
June 2015 to 1,146,131 in September 2019. 

M-PESA, Pakistan’s EasyPaisa, and Ban-
gladesh’s bKash. Moreover, several coun-
tries have implemented financial inclusion 
initiatives through collaboration between 
banks, telcos, and third-party applications, 
such as the CIB e-wallet in Egypt (as a 
result of cooperation between Commer-
cial International Bank, Mastercard, and 
Fawry, the electronic payment network), 
mobile money in Ghana (as a result of a 
partnership between Fidelity Bank Ghana 
and MTN, a mobile network provider), and 
Airtel Money wallet as a result of a part-
nership between Fidelity Bank Ghana and 
Airtel (nano credits loan provider).

BANK-BASED FINANCIAL INCLUSION 
INITIATIVES: THE CASE OF 
INDONESIA’S LAKU PANDAI
Through Laku Pandai (Layanan Keuangan 
Tanpa Kantor Dalam Rangka Keuangan In-

Figure 1. Models of Financial Inclusion Programs 
Source: Chatain et al., World Bank (2011) »�Each nation 

should tailor its 
financial inclusion 
to the country’s 
economic and so-
cial circumstances 
and reinforced 
by infrastructure 
provision.«



138 139

Governance & DigitizationGLOBAL SOLUTIONS JOURNAL ∙ ISSUE 8

of the population having internet access 
(Demirguc-Kunt et al., 2020). Additionally, 
APJII (2020) indicated that Java Island ac-
counts for 56% of internet penetration, fol-
lowed by Sumatra Island (22.1%), indicating 
a divide in internet access between western 
and eastern Indonesia. Thus, Laku Pandai 
or branchless bank agents are projected 
to serve as a stable basis for increasing fi-
nancial inclusion in Indonesia, particularly 
in rural, isolated, or impoverished regions.

Since Laku Pandai is a bank-led effort 
inextricably linked to bank regulation, em-
pirical data shows that bank-led agency 
banking policies may lag behind telco-led 
policies regarding financial inclusion (Af-
rican Development Bank, 2013). In Indo-
nesia, M-PESA is referred to as LinkAja. 

enhancing regulatory coordination, con-
sumer protection, and credit risk assess-
ment to ensure the secure and sound fi-
nancial ecosystem. 

Each nation should tailor its financial 
inclusion to the country’s economic and 
social circumstances and reinforce it by 
infrastructure provision. In the context 
of Indonesia, due to the scarcity of bank 
branches in the targeted regions and the 
firm reliance on bank agents’ liquidity man-
agement, the decision to promote financial 
inclusion through a bank or telecommuni-
cations-based channel seems dubious. In 
Indonesia, the penetration of telecommuni-
cation devices and the internet is still low, 
with around 53.7% of the population own-
ing telecommunication devices and 69.8% 

The recent introduction of a nano-loan 
product in Ghana through the Airtel Money 
wallet results from a three-way agreement 
between Fidelity Bank Ghana, Airtel, and 
Tiaxa. In Ghana, the nano-loan agreement 
allows qualifying Airtel Money members 
to rapidly borrow up to GHC 200 (USD 51) 
for unexpected expenses such as an emer-
gency buy (Africa Airtel, n.d.).

COMPARISON BETWEEN INDONESIA 
AND OTHER DEVELOPING COUNTRIES’ 
FINANCIAL INCLUSION PROGRAMS
Telco-based and hybrid-based are more 
common as the front line of financial in-
clusion programs among the developing 
countries with equal distribution of phone 
signals, mobile phones, and internet avail-
ability. For example, M-PESA in Kenya (the 
Telco-based financial inclusion program) 
almost doubled the financial inclusion rate 
from 42.3% in 2011 to 81.6% in 2017. The 
previously unbanked people can do finan-
cial transactions such as peer-to-peer 
transfers, merchant payments, and social 
disbursement by using a mobile phone 
only. The coverage of users reached about 
500,000, with 48 million accounts in 2021. 
In addition, in Egypt, Smart Wallet (as the 
hybrid-based financial inclusion program) 
combines the bank and telco as financial 
services providers, facilitates digital pay-
ments, transfers of money, deposits, and 
withdrawals without a bank account. Ac-
cording to the countries’ constraints, reg-
ulators and financial services providers 
should take into account people’s financial 
and digital literacy, know-your-customer 
(KYC) infrastructure, a clear and consis-
tent view of public and private capital in 
financial inclusion, digitalizing social as-
sistance through basic savings accounts, 

banks play a prominent role in adminis-
tering mobile money schemes.

HYBRID-BASED FINANCIAL INCLUSION 
INITIATIVES: THE CASE OF EGYPT’S CIB 
SMART WALLET AND GHANA’S AIRTEL 
MONEY
Hybrid-based financial inclusion programs 
combine the telecommunication compa-
ny, bank, and third party (service provider 
or fintech company) as a partnership to 
provide financial products to the under-
banked population. The Center for Fi-
nancial Inclusion (2016) compiled several 
financial inclusion business models with 
the bank and third-party partnerships. To 
make payments more accessible to con-
sumers, Egypt’s Commercial Internation-
al Bank (CIB) works with Mastercard and 
Fawry, an electronic payment network, to 
use smartphones. In Egypt, smartphones 
outnumber bank accounts. Smart Wallet is 
CIB’s electronic wallet application, which 
Mastercard backs. Through its relationship 
with Fawry, CIB has accepted Smart Wallet 
payments at over 50,000 merchant loca-
tions across Egypt.

»�Due to the near-
universal owner-
ship of accounts 
in high-income 
nations, almost all 
unbanked adults 
live in developing 
countries.«

Indicators Bank-based Telco-based Hybrid-based

Program Laku Pandai (Indonesia) M-PESA (Kenya) Smart Wallet (Egypt)

Services Basic Savings Account 
(BSA), credit or financ-
ing to micro customers, 
micro insurance, direct 
payment of government 
benefits

Peer-to-peer transfers, 
merchant payments, 
social disbursements, 
and foreign remittances. 
These can be done using 
only a mobile phone 
(without a bank account)

Make payments and 
purchases, transfer 
money, deposit, and 
withdrawal. These can 
be done without a bank 
account.

Fee No administrative fees, 
but cash withdrawal 
fees amount to IDR2,000 
per transaction 

Based on the amount of 
transfer or withdrawal, 
ranging from free to 
around 300 KShs

No admin fee, but there 
are fees charged based 
on each transaction. 

Rate of Financial 
Inclusion Changes 
(Account owner-
ship)

From 19.6% in 2011 to 
48.9% in 2017

From 42.3% in 2011 to 
81.6% in 2017

From 9.7% in 2011 to 
32.8% in 2017

Number of 
accounts

22 million (2018) 48 million (2021) Over 500 thousand (2021)

Number of agents 1 million (2018) Over 500 thousand (2021) -

Table 1. Comparison of bank, telco, and hybrid-based financial inclusion programs 
Source: Author’s compilation.



140 141

Governance & DigitizationGLOBAL SOLUTIONS JOURNAL ∙ ISSUE 8

Indeed, it is the partnership between 
state-owned firms, notably Telkomsel and 
state-owned banks (Nuryakin, 2019). The 
cooperation with LinkAja to develop an 
M-Shwari-like product may very well be 
contingent on the profit-sharing frame-
work between organizations and between 
telecoms and banking. 

However, Indonesia’s willingness to 
embrace the telco-based financial inclu-
sion scheme is questionable. BI and the 
Financial Services Authority (OJK) may 
have emphasized consumer protection 
and microprudential regulation more 
than financial inclusion since these are 
their principal aims. Thus, the government 
must pay attention to several indicators, 
including telecommunications infrastruc-
ture, financial literacy, KYC infrastructure, 
regulation in financial inclusion programs, 
removing friction between institutions, 
improving credit infrastructure, and in-
creasing awareness (Oliver Wyman, ADB, 
& Microsave, 2017).

Area of 
Constraints

Entry Barriers Indicators Examples of Best Practice

Demand-
side 
Constraints

Financial and digital 
literacy

– �Defined NFIS with DFS component and consistent roll-
out across the nation (both urban and rural)

– �The majority of the population has adequate financial 
and digital literacy.

Know-Your-Customers 
Infrastructure

National IDs that are unique and subject to real-time verifi-
cation National IDs that are connected to financial services 
accounts for electronic KYC and transaction authentication.

Supply-side 
Constraints

Clear and consistent view on 
the role of Public and Private 
capital in Financial Inclusion

Defined FI goals and rules, backed up by support and 
legislation that encourage equity among different types of 
DFS participants.

Regulator and public policy 
equivalence in treatment of 
different players

– �Alternative distribution channels (e.g., agent networks) 
are available to various supply-side companies.

– �An efficient and accessible operating platform that 
enables agent-to-service provider communication and 
agent-to-customer communication

Cost-effectiveness of 
last-mile distribution

Payments Enabling critical volume – �Digitization of social cash distribution programs 

– �Digitization of government payment receipts (e.g., taxes, 
tolls, fees/fines for government services, and so forth)

Removing Friction – 
Reliability

Very high network availability (99%+) and low transaction 
failure rates (less than 1–2%) in retail payments; may 
require regulatory support.

Extending access – Points 
of physical access

– �Large-scale agent network equipped with digital devic-
es/applications that operate in accordance with well-
defined legal guidelines

– �Government-led cashless plan to increase online/offline 
merchant payments (e.g., incentives such as tax breaks, 
lower levels of authentication requirements for small 
transactions, etc.)

Savings Embedding savings in 
product structure and en-
abling contextual savings 
habit, increasing savings 
awareness

– �Providers regularly promote integrated savings and sav-
ings-habit-enabling solutions with nationwide coverage.

– �The target demographic recognizes the need for saving 
and actively saves extra disposable income.

Savings access and 
convenience

– �Low-cost, highly dependable, and frictionless replen-
ishment and withdrawal methods connected to savings 
accounts 

– �Partnership with community-based organizations 
such as cooperatives to digitize and formalize member 
savings (e.g., migrant workers, women entrepreneurs, 
garment workers, etc.)

Table 2. Analysis of Indonesia key constraints for financial inclusion programs 
Source: Oliver Wyman, ADB, and Microsave (2017) with author’s modifications. 

»�In other developing 
countries, mobile 
money usage is 
a popular method 
of increasing finan-
cial inclusion.«
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Area of 
Constraints

Entry Barriers Indicators Examples of Best Practice

Credit Credit Infrastructure – �Establishment of a central credit bureau with universal 
reporting of credit lines and open access to all lending 
businesses (for a charge).

– �Enhanced credit bureau reporting (e.g., utility payments) 
that expands possible coverage to the unbanked

Credit risk assessment – �Credit bureau checks are required prior to the release 
of microloans (to avoid over-leveraging)

– �Utilization of non-traditional credit scoring/assessment 
models (e.g., based on airtime usage, mobile money 
usage, bill payments history, social media usage, etc.) 
Especially among the unbanked/underbanked

Customer 
Protection

Data governance, privacy 
laws, and enforcement 
mechanisms

– �Creating a regulated environment for data sharing

– �Establishing guidelines for data standardization that 
enable cross-platform data consumption

– �Enforcing defined data privacy regulations.

Dispute resolution mech-
anisms

– �An extensive definition of commonly used dispute reso-
lution techniques in multi-party transactions  
(e.g., mobile money account to bank account payment)

– �Customer awareness is high, and customers have ac-
cess to dispute resolution channels.

Coordinated 
Oversight

Regulatory coordination All relevant regulators (e.g., telecommunications and 
financial authorities) participate in, are consistent with, 
and coordinate their regulatory activities.

The unified vision, strategy, 
and 

understanding of financial 
inclusion

– �Developed in conjunction with all relevant agencies, the 
National Financial Inclusion Strategy

– �Government agencies and working groups that are 
involved in the plan and routinely monitor the financial 
institution’s progress/updates systems
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The Global Solutions Initiative (GSI) is a global 
collaborative enterprise to envision, propose 
and evaluate policy responses to major global 
problems, addressed by the G20, through 
ongoing exchange and dialogue with the 
Think20 (T20) engagement group. The GSI 
is a stepping stone to the T20 Summits and 
supports various other G20 groups. The policy 
recommendations and strategic visions are 
generated through a disciplined research 
program by leading research organizations, 
elaborated in policy dialogues between 
researchers, policymakers, business leaders 
and civil society representatives.

The China-West Dialogue (CWD) was founded 
on the premise that the bilateral US-China 
relationship is leading the world toward a 
bipolar competitive era and that a plurilateral 
process that involves Europe, Canada, China, 
Japan, and the US would create complexity and 
dynamics that focus more on substance and 
less on rhetoric and ideology in addressing and 
negotiating major issues.

Introduction and overview: Three new 
transitions in 2022 highlight major ques-
tions, the answers to which will have a sig-
nificant impact on the outcomes of major 
global leadership meetings this year and 
more importantly on the global trajectory 
toward 2030.

First is the political transition in lead-
ership in Germany from former Chancellor 
Angela Merkel to Chancellor Olaf Scholz. 
The second is a transition in G7 leadership 
from the UK to Germany for 2022. And the 
third is the transition in G20 leadership 
from Italy to Asia for 2022 and 2023 with 
Indonesia and India hosting G20 Summits 
in the next two years. 

These transitions raise major ques-
tions regarding the relationship between 
the G7 and the G20, regarding how the 
US-China bilateral relationship is man-
aged not only between these two super-
powers but within the global governance 
forums themselves, the meaning and na-
ture of global governance now, and wheth-
er these transitions can lead to transfor-
mational changes commensurate with the 
systemic challenges of the 2020s. 

I. THE PRIMACY OF “PEOPLE-
CENTERED” ECONOMIC POLICIES 
FOR SOCIAL COHESION AND GOOD 
GOVERNANCE 
Olaf Scholz made a pointed effort to con-
nect with the German people who felt left 
out by the global economy and further dis-
advantaged by the economic impact of the 
pandemic. Opinion polls showed that his 
capacity to “recognize” the pain of those 
left behind and to convey a sense of respect 
for the dignity of people regardless of their 
social status was a factor in the SPD victo-
ry. The fact that he had been labor minister 

before he was finance minister gave him 
experience with issues affecting workers 
and credibility with labor unions. The new 
imperative in many countries is to now re-
spond more fully to the current conjunc-
ture when social divides drive political po-
larization and governance paralysis.

So, the question that emerges now 
is what the pandemic revelations of per-
verse systemic social impact will mean for 
the global effort to address the structur-
al social inequities vividly manifested by 
Covid-19, and whether the drive for “peo-
ple-centered” policies will receive higher 
policy priority as a result. This is a major 
issue for the world today and for the G20 
in Indonesia later this year.

II. THE GERMAN G7-G20 NEXUS 
IN 2022: G7 – G20 FRICTIONS AND 
GEOPOLITICAL DYNAMICS
The transfer of the G7 Presidency from the 
UK and Prime Minister Boris Johnson to 
Germany and Chancellor Olaf Scholz could 
be extremely significant. First, continental 
Europe, as compared to the UK after Brex-
it, has developed its own approach to rela-
tions with China, seeking “strategic auton-
omy” in its dealings not only with China but 
with the United States in its relations with 
China. Whereas the UK, and Boris Johnson 
in particular, is happy to tout the “special 
relationship” between the US and the UK, 
continental European countries and the 
EU as an entity are keen to strengthen 
transatlantic relations while at the same 
time forging an “autonomous” approach to 
China that puts economic issues ahead of 
military-security issues. 

The Biden administration’s approach to 
China is driven by domestic political con-
siderations more than by foreign policy 
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G7 Summit in Cornwall in June and the vir-
tual Summit for Democracy in December 
2021 have been ways in which values-driv-
en diplomacy has amplified systemic com-
petition with China by marshalling allies 
and democracies based on democratic val-
ues that directly and deliberately contrast 
with China’s trends. 

The challenge facing Germany in its 
role as host for the G7 during 2022 is how 
to bridge the G7 values-based ethos with 
the eclecticism of the G20, which is quint-
essentially a culturally diverse grouping of 
major countries. The “democracy versus 
autocracy” framing for the Summit for 
Democracy is not a palatable vocabulary 
for the G20. (Bradford 2021A) On the other 
hand, Europe and the European Union are 
steadfast in their defense of human rights 
and democratic safeguards and values 
even as they relate to China pragmatically 
on other issues. 

A way through this thicket would be 
for Germany to propose that both the G7 
and the G20 focus on the capacities of gov-
ernments to deliver social outcomes that 
are politically sustainable, regardless of 
regime type. That is, to focus on function 
over form as a means of moving the con-
versation from polemics to professional 
exchanges. 

The China-West Dialogue has present-
ed panels on China-West relations in the 
Global Solutions Summits in 2020 and 
2021. It has recommended that the G20 
establish a G20 Working Group on “Effec-
tive Governance” as a way of shifting the 
tone and tenor of the current debate to one 
that is less ideological in character and 
more focused on governance capacities 
to deliver for society as a whole. Such a 
G20 focal point for official exchanges could 

concerns. The Biden administration knows 
that hard lines and harsh language toward 
China play well in the heartland of Amer-
ica where populist nationalism thrives. 
Republicans could make Democrats look 
weak if Biden’s China policy is not firm. 

But it goes deeper than that. The drive 
for a values-based foreign policy for the 
middle class in America develops a po-
litical narrative internally about systemic 
competition with China as a justification 
for investments in infrastructure, science, 
R&D, technology and a skilled workforce, 
when in fact there are intrinsic reasons 
why investment in these areas make sense 
from a purely domestic point of view. The 

»�G20 processes, 
which go on 
throughout the 
year, present op-
portunities for 
China and the US 
to be involved in 
serious substan-
tive official discus-
sions on significant 
issues in the pres-
ence of other ma-
jor players whose 
views and perspec
tives matter.«

tries in North America, Europe and Asia, 
including China, in an attempt to pluralize 
the toxic US-China bilateral relationship by 
reframing it as China-West relations. 

In a series of zoom discussions, now 
involving fifty people from a dozen coun-
tries, the China-West Dialogue has con-
cluded that the G20 is the most suitable 
existing global forum in which to situate 
some of the US-China relationship. First, 
the most successful G20 Summits have 
demonstrated that “plurilateral” leader-
ship by a half dozen G20 leaders, coun-
tries or governments have been able to 
generate greater ambition than would 
have been the case if G20 host govern-
ments had tried to exercise leadership 
alone. China and the US during several 
G20 years have been part of plurilateral 
leadership efforts. There is turnover from 
one year to the next in which countries 
step forward to exercise plurilateral G20 
leadership. There are what we have come 
to call “shifting coalitions of consensus” 
depending on the issue in G20 dynamics, 
which have the advantage of avoiding blocs 
of like-mined countries holding together 
from issue to issue. These fluid leadership 
dynamics do open the door to China and 
the US both exercising leadership in the 
G20, sometimes together and sometimes 
not, as in the past, which would now have 
ameliorating effects on their tense rela-
tionship. (Alexandroff and Bradford, 2021)

Secondly, there are G20 ministerials, 
G20 task forces, and G20 working groups 
composed of officials from different min-
istries and agencies in G20 governments 
which address a range of issues which the 
US and China need to be involved in and 
work on together. These G20 processes 
which go on throughout the year, pres-

include drawing on the social democratic 
experience in various countries, the OECD 
work on “new approaches to economic 
challenges” (NAEC) and the SDGs, among 
other sources, as a way of prioritizing 
“people-centered” policies as high policy 
for the 2020s. 

“The Cornwall Consensus” developed 
by a high-level panel of experts from G7 
countries made a solid effort to ratchet 
up ambition for systemic transformation 
that would move beyond neoliberal faith in 
market forces alone to drive outcomes, but 
the G7 official communique did not capture 
the urgency or the content of their report. 
(G7 Panel 2021) Also, the G7 Sustainable 
Development Policy issued by the UK G7 
does not even mention the SDGs, which 
suggests that member governments were 
reticent about endorsing this set of goals 
that their own governments agreed to at 
the UN in 2015. There is a live question 
about whether the SDGs are still a mobiliz-
ing force for intensifying efforts to achieve 
systemic sustainability and greater social 
inclusion by 2030? 

III. IMPLICATIONS OF THE TRANSITION 
FROM EUROPE TO ASIA FOR THE G20 
LEADERSHIP
From a global perspective, it is a good 
thing that the next two G20 Summits will 
be held in Asia, in Indonesia in 2022 and in 
India in 2023. But it is fraught with chal-
lenges. It comes at a moment when the 
bilateral US-China relationship dominates 
geopolitical tensions and creates tensions 
for all countries, especially those in Asia, 
who strongly prefer not to take sides in 
the struggle. The China-West Dialogue 
is a process of bringing together thought 
leaders from a variety of significant coun-
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these dynamics to move geopolitics from 
polemics to professionalism.   

IV. THE FUTURE OF GLOBAL 
GOVERNANCE DEPENDS ON THE 
FUTURE OF NATIONAL GOVERNANCE 
(BITAR)
The late Professor Djisman Simandjuntak, 
the co-chair of the Indonesian T20 until his 
untimely death in November, said at an RIS 
event days before his death, that the issue 
for the T20 and the G20 in 2022 is “focus.” 

The problem we have in the T20/T7/
GSS community is an embarrassment of 
riches. We have developed processes that 
generate a vast number of policy briefs 
and research papers, made as contribu-
tions to the policy formation process for 
G20 ministerials and G20 leaders’ sum-
mits. The fact is that the range and the 
depth of these processes are now im-
mense. This is a great thing. A huge num-
ber of outstanding researchers, thought 
leaders, experts, and experienced, accom-
plished people interact with each other to 
generate these results. It should continue. 
And, as was pointed out in the RIS virtual 
seminar in November, there is a need in 
the coming four years to widen the involve-
ment of think tanks from the Global South 
into the T20 process. 

But as Professor Djisman pointed out 
in that forum, there is a need for focus. The 
G20 and other forums like it, including the 
Global Solutions Summits, need to focus 
on whether momentum can be generated 
toward transformational change on a scale 
and scope necessary to achieve systemic 
sustainability…social, ecological, economic, 
financial and political sustainability. 

Currently, there is doubt whether 
governments will actually increase the 

ent opportunities for China and the US to 
be involved in serious substantive official 
discussions on significant issues in the 
presence of other major players whose 
views and perspectives matter. This em-
bedding of China and the US in the G20 
could be a “two-for”, strengthening the 
G20 by increasing the activity of both the 
US and China in it, and easing geopolitical 
tensions between them by increasing the 
interaction and contact on a professional 
level among officials from both countries. 
(Bradford, 2021B)

This raises the stakes for Indonesia 
in 2022 to structure the agenda and G20 
processes in consultation with the great 
powers – the US, China and the EU – to 
assure their involvement and participa-
tion in the G20 throughout the year with 
the explicit dual objectives of strengthen-
ing global governance by strengthening 
their participation in the G20 thereby eas-
ing geopolitical tensions.  The burden is 
on the US, China and European leaders 
to realize that the G20 is vital to holding 
the international community together as a 
single entity working together rather than 
allowing geopolitical tensions to intrude 
upon the tone, process and content of this 
crucial forum. 

The Biden administration and the Xi 
government need to be convinced that 
the G20 could be beneficial to each of 
them and both of them together.  The Chi-
na-West Dialogue has found that having 
a dialogue with China is more productive 
than having discussions about China with-
out Chinese participation.   And, having 
pluralized China-West relations is a more 
propitious context for easing geopolitical 
tensions than the bilateral relationship left 
to itself.  The G7-G20 nexus needs to use 

privileged, or for providing SDRs and debt 
relief for developing countries vulnerable 
to health and climate crises. 

The fundamental issue before the in-
ternational community today is, what are 
the real meanings of national governance 
and of global governance today? How do 
we imagine new politics for fresh articu-
lations of “effective governance” domes-
tically and of “effective multilateralism” 
globally? 

I would offer the thought, in response 
to Professor Djisman’s call for focus, that 
we seek to formulate new conceptions of 
politics which enable societies to not only re-
define their futures but take charge of their 
futures. (See: Bradford 2022, G20 Insights, 
for more on “the new politics for transfor-
mational change”.) 

level of nationally determined contribu-
tions (NDCs) to cutting CO2 emissions to 
achieve net zero by 2050. There is doubt 
about whether governments will gener-
ate the public revenues necessary and 
allocate public expenditures adequate-
ly enough to achieve “people-centered” 
growth. There is doubt about whether po-
litical processes are capable of meeting 
these challenges. There is doubt about 
whether the Sustainable Development 
Goals are in fact on governments’ agen-
das or just have been agreed to in principle 
but not in practice. There is doubt about 
whether the international community will 
provide the resources necessary for an ad-
equate health surveillance system to face 
and manage future pandemics, or for pro-
viding vaccines to the world not just to the 
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INTRODUCTION
The global community has a brief window – 
and an unprecedented opportunity – to 
drive forward more inclusive digital tech-
nology governance. With Indonesia taking 
over the G20 Presidency in 2022, followed 
by India in 2023 and Brazil in 2024, this 
will be the first time that three emerging 
powers will hold consecutive G20 Pres-
idencies, and it provides a tremendous 
opportunity for them to put a stamp on 
the governance of digital technologies. 
Currently, digital governance is anything 
but representative: it is dominated by the 
European Union, the United States and 
China. A perspective from outside these 
three blocks, which also seeks to mediate 
among them, is needed. Further, the risks 
associated with the use of digital technol-
ogies and data hold the seeds for common 
ground among all G20 countries, while 
preserving and indeed enhancing their 
tremendous opportunities for commerce 
and society. 

Issues surrounding these technologies 
include how social media platform giants 
are using and monetizing personal data, 
including the implications for privacy; the 
implications of these platforms for mar-
ket structures and the ensuing consumer 
protection and competition issues; and 
concerns over related areas such as intel-
lectual property, trade, cybersecurity, and 
national security. Nevertheless, the gover-
nance of the G20 itself creates challenges 
for achieving the coherence necessary for 
improved digital governance. There can be 
a lack of continuity from one Presidency to 
the next; a focus on papers and discussion 
and less on outcomes and longer-term im-
pacts; and the G20 itself makes decisions 
in vertical silos – whereas digital gover-

nance requires horizontal decisions with 
a multistakeholder and representative 
focus. Against this background, this pol-
icy brief will discuss why current digital 
governance is unsatisfactory, particular-
ly from a developing country perspective, 
address the role that the G20 could play 
under the Presidencies of Indonesia, In-
dia, and Brazil, and present a proposal 
to create a new institution called a Digi-
tal Stability Board (DSB) that would lead 
work on the many facets of global digital 
governance, modelled after the Financial 
Stability Board (Fay 2021). 

GLOBAL DIGITAL GOVERNANCE IS 
DOMINATED BY THREE BLOCKS AND 
NEEDS TO BE MORE INCLUSIVE
Digital governance is effectively set in 
three data realms: China, the EU, and 
the United States (Aaronson and Leblond, 
2018). Countries, in particular developing 
countries, are essentially left out of any 
substantive discussion on digital gover-
nance. They have little choice but to pick 
and follow a data realm or to follow a myr-
iad of rules that may conflict across these 
realms – and in either case, rules created 
without their input. 

As noted in Fay (2021), UNCTAD (2021) 
and UN (2019) there are many interrelated 
factors that underlie the lack of represen-
tation of developing countries in global 
digital governance discussions. These 
include:

– Lack of technical expertise on digital 
issues;

– Lack of domestic legislation relat-
ed to data governance and privacy, which 
essentially implies that the countries are 
subject to the rules of digital platforms 
and data realms; 
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of some of the pernicious harms emanat-
ing from the lack of suitable digital gover-
nance and where mechanisms proposed 
or undertaken by large platforms do little 
to take into account their particular cir-
cumstances (Tworek, 2021). 

A BRETTON WOODS MOMENT FOR 
DEVELOPING COUNTRIES
More generally, these governance gaps 
and lack of inclusivity in current arrange-
ments have created a number or risks 
that transcend borders and have become 
even more apparent during the pandem-
ic. These risks include hyper-surveillance 
and the invasion of personal privacy; cyber 
security and ransomware; disinformation 
and public health and safety; competi-
tion and abuses of monopoly power; the 
distribution of economic gains, and even 
threats to democracy (Fay and Medhora 
2021). Further, the operations of major 
digital platforms are opaque, with little 
accountability for their potential dangers. 
Moreover, trends that blur the boundaries 
between office and home, and the advent 
of the Internet of Things, 5G and digital 
identities pose systemic risks that may 
be amplified by the interconnectedness of 
digital technologies. The pandemic did not 
create these pre-existing issues and risks, 
but it has accentuated their importance in 
manifold ways.

Bretton Woods was the Allies’ answer 
to the financial and social shock of the 
emerging post-World War II period. As ar-
gued by Medhora and Owen (2020), a new 
Bretton Woods-style agreement would 
enable the world to meet the promise of 
the new connected age, to manage the 
far-reaching implications of digital tech-
nology and hyper-globalization, and to 

– The lack of inclusivity in work that is 
underway in technical and standard-set-
ting bodies; 

–  The complicated nature of policy 
making for the digital economy, because 
digital technologies create horizontal pol-
icy issues and require a whole of govern-
ment approach; 

– Most importantly, the low priority as-
signed to digital technology cooperation 
nationally, regionally, and globally, partic-
ularly since major tech firms are located 
in either China or the USA. 

The current state of digital governance 
ultimately lacks democratic accountability 
and representation. Governments are still 
working out how best to regulate digital 
technologies, and many different groups 
are vying for influence on the direction of 

governance, risking entrenchment of a 
digital divide and lack of inclusiveness – 
the exact opposite of what was intended 
when the internet was founded. Moreover, 
developing countries have borne the brunt 

»�The global commu-
nity has a brief 
window – and an 
unprecedented 
opportunity – to 
drive forward more 
inclusive digital 
technology 
governance.«

technologies touch upon virtually all areas 
of policy, and different stakeholders can 
bring in valuable expertise particularly at 
the local level. Governments do not yet do 
this. Not surprisingly, the same is true for 
the G20, whose working groups essential-
ly mirror government structures. To some 
extent, the G20 has realized that this ap-
proach can be problematic and recently 
created a Digital Economy Working Group1 
(from its beginnings as a Task Force). This 
group has a number of laudable goals that 
include the aim to “share information, mit-
igate the challenges and risks of digitali-
zation” and to “advance a digital economy 
agenda.” It also recognizes that a “multis-
takeholder approach would enrich discus-
sions.” Nevertheless, these goals might 
not lead to the necessary coherence in 
digital policy. For example, they may reen-
force silos because of the mandate to avoid 
“duplication of work in other G20 bodies,” 
as opposed to an approach in which the 
working group would oversee and encour-
age collaboration among various working 
groups, i.e., a “whole of working group” 
approach. Further, while the new working 
group acknowledges the importance of 
a multistakeholder approach, it does not 
mandate such an approach, which is need-
ed to obtain valuable and diverse insights. 

provide an opportunity to create a similar 
institutional framework for the world’s 
hard and soft digital infrastructure as it 
recovers from the social and economic 
impacts of the current pandemic. 

In contrast with that agreement, how-
ever, this Bretton Woods moment could 
now be led by countries that are not major 
powers, including developing countries. 
Indeed, simply in terms of population, the 
next three G20 Presidencies account for 
about one-quarter of the world’s popula-
tion – and that alone gives them a compel-
ling reason to lead. 

HOW COULD THE PRESIDENCIES OF 
THREE EMERGING POWERS PUSH 
FORWARD A COMPREHENSIVE DIGITAL 
GOVERNANCE AGENDA IN THE G20?
The country chairing the G20 in a partic-
ular year – the Presidency – sets the ob-
jectives. The rotating Presidency is both 
a strength and a weakness of the G20. 
Each Presidency inherits a large number 
of workstreams that it must manage, and 
different countries have different capac-
ities to do so. Further, while it is not sur-
prising that workstreams tend to have a 
life of their own given that many issues 
are ongoing, this makes it difficult for a 
new Presidency to introduce a new area 
of work and to make meaningful progress 
on it. At the same time, how work is car-
ried out by G20 working groups can be a 
stumbling block to initiate and make prog-
ress on digital governance and to create 
the priorities upon which G20 Leaders can 
mandate action. 

Creating the governance of digital tech-
nologies requires a “whole of government” 
and multistakeholder approach since the 
implications and governance of digital 

»�The current state 
of digital gover-
nance ultimately 
lacks democratic 
accountability and 
representation.«
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tives. In a similar fashion, the DSB would 
also be a multistakeholder representative 
forum with a remit to create global gov-
ernance for big data, artificial intelligence 
(AI) and digital platforms, while allowing 
national variation to reflect different val-
ues and cultures (Fay, 2021). 

The Digital Economy Working Group of 
the G20 could be tasked with developing 
a high-level action plan for digital gov-
ernance that would be approved by G20 
Leaders and given to the DSB to carry out. 
The DSB would then shape global stan-
dards, regulations, and policies; advise 
and innovate on best practices, as well as 
share insights about the regulatory and 
policy actions needed to address risks and 
vulnerabilities in a timely manner. Most 
importantly, it would ensure that its work 
feeds into other organizations and coor-
dinate outreach to all countries and civil 
society. The DSB framework is scalable. 
It can begin by coordinating standard-set-
ting for digital technologies. Given that 
laws and regulations typically lag behind 
technology, standards and soft law can 
help to fill the gap. Indeed, standards tend 
to become embedded in regulations at a 
later point in time and referred to in in-
ternational treaties. The structure can be 
used to scale to a broad set of issues set 
out by the G20 – privacy, competition, cy-
bersecurity and so on – and importantly to 
ensure coordination among them. Like the 
FSB, it would be mandated to report back 
to the G20 Leaders on how it is achieving 
the objectives they set out. 

A GLOBAL APPROACH WITH 
SUBSIDIARITY BUILT IN
As with any global governance endeavor, 
but especially with big data and new tech-

Finally, although they are tasked to report 
back to G20 Leaders, G20 working groups 
have typically focused on producing papers 
and not on substantive outcomes. Thus, 
what is considered “appropriate” can vary 
tremendously. 

What can be done? 

CREATE A DIGITAL STABILITY BOARD
These Presidencies can draw inspiration 
from an earlier bold move by the G20 
when it exercised its collective leadership 
to create the Financial Stability Board 
(FSB). The FSB is a multistakeholder-driv-
en international institution set up by G20 
Leaders in the wake of the 2008–9 glob-
al financial crisis. It aimed to rein in and 
regulate global banks and insurers in the 
face of the previous light touch regulatory 
framework and the powerful and compet-
ing vested interests at the company, na-
tional and regional levels, that had led to 
the crisis and its vast societal harms. The 
next three G20 Presidencies can seize the 
moment – a Bretton Woods moment – to 
exercise the same leadership that created 
the Financial Stability Board by creating 
a Digital Stability Board (DSB) (Fay 2021). 
Its creation would be a testament to the 
importance of reforming the governance 
of digital technologies to make it more ef-
fective, inclusive, and coherent.

The FSB is not treaty-based, but its 
success derives from both its institu-
tional structure and from its transparent 
multi-stakeholder participatory interna-
tional forums that include policy makers, 
regulators, standard-setting bodies, and 
civil society. Its overall objectives are set 
by G20 Leaders, and it must report back to 
the G20 on progress against those objec-

that they embody the priorities and con-
cerns of emerging powers and developing 
countries. This set of statements, signed 
by many, if not all, countries of the world, 
would thus form the “preamble” to an 
effective system of governance of new 
technologies.

At least in its early forms, the DSB 
would not impose specific policies on the 
global community (assuming this were 
even possible). Rather, it would rely on 
sharing best practices, creating a “go to” 
database on various aspects of the digital 
economy and society, and producing an 
authoritative annual report on, say, threats 
to the cybersphere. Over time, this would 
help create a governance structure that 
countries and other stakeholders were 
willing and able to adopt. This is the tra-
jectory that is occurring in financial sec-
tor regulation, from initially the Financial 
Stability Forum to the current Financial 
Stability Board to (at some point) a trea-
ty-based institution.

While we live in an era where there is 
little appetite to create new global insti-
tutions, it is hard to see how the “wicked 
problem” of global digital governance can 
be tackled without one. Bringing together 
the disparate silos of digital issues and 
bringing in fresh (non-official actors) are 
exactly the value-added that make the 
case for a DSB. And its work would be a 
classic global public good – available to 
all, leaving all better off. 

CONCLUSION
A principal critique of the globalization 
we have witnessed during the past three 
decades is that while finance and tech-
nology (and to a lesser extent labor) have 
become unfettered, the institutional and 

nologies, a “one-size-fits-all” approach 
would be a non-starter. The roles ascribed 
to a DSB above are meant to account for 
differences in the approach to regulation 
while sharing broad values and principles. 
Elsewhere (Medhora and Owen 2020), the 

starting block has been described as a 
statement on technology and society, 
patterned, for example, on the Universal 
Declaration of Human Rights (UDHR). Ar-
ticle 12 of the UDHR already enshrines the 
Right to Privacy, but as several exercises 
building the principles for an ethical Ar-
tificial Intelligence show, the digital era 
exposes a wider set of issues that merit 
consideration. The OECD and UNESCO, 
among others, have done work that leads 
to a global compact on the ethics of new 
technologies. The G20 has already adopt-
ed these in large part, but they do require 
one more round of “scrubbing” to ensure 

»�The next three G20 
presidencies can 
seize the moment – 
a Bretton Woods 
moment – to exer-
cise that same 
leadership that 
created the Finan-
cial Stability Board 
to create a Digital 
Stability Board.«
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policy responses to manage it have lagged. 
Nowhere is this more apparent than in 
the digital realm, where new technologies 
have exploded and increasingly result in 
fragmentation rather than constructive 
integration.

A Digital Stability Board would be a 
starting point to harmonize and advance 
global governance of digital technologies. 
This is a job tailor-made for the G20 to 
show that it remains an effective and in-
clusive steward of global integration.   
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Everyone can create money; the problem 
is getting it accepted, as the economist Hy-
man Minsky, an expert on financial market 
regulation, wrote in 1986. Digitalization is 
reshaping society in almost every aspect, 
and central banks need to make sure their 
currencies are fit for the future. Digitaliza-
tion imposes a systemic multidimension-
al challenge. Every corner of the financial 
system is threatened: legacy banks, infra-
structure, regulation, and financial and 
monetary policies.

In the short run, policymakers and 
regulatory authorities hold the upper 
hand. They can choose between building 
a more advanced technological infrastruc-
ture for monetary services or crafting ad 
hoc restrictive regulations on demand. 
But, in the long run, a solely rigid defen-
sive approach will not work. It will dimin-
ish welfare as needs and tastes evolve. 
Central banks must give consumers and 
savers access to the monetary services 
they prefer in a stable environment. As 
authorities aspire to retain their curren-
cies´ role as the monetary anchor, keep-
ing pace with technological change and 
social behavior is crucial to shape prog-
ress and uphold social favor. In that sense, 
central bank digital currencies (CBDCs) 

emerge as a contingency plan to preserve 
public money.

This piece calls on the G20 to lead the 
process and ensure accommodation with 
economic and social dimensions. Policies 
should take full advantage of innovation 
while addressing financial stability risks. 
The threat of increased currency compe-
tition and fragmentation risks will require 
robust international cooperation. 

MONEY AND THE PAYMENT 
LANDSCAPE ARE IN A STATE OF FLUX 
New monies and payment systems are on 
the rise worldwide. Money is a social con-
vention, and payments are social experi-
ences linking people.1 Innovation caters to 
diverse demands from both advanced and 
emerging economies, including those of 
the financially underserved and unbanked. 
Conventional monies (cash, central bank 
reserves, commercial bank deposits) 
coexist with a surging array of private 
sector-issued digital monies: electronic 
money and cryptocurrencies (especially 
stablecoins). 

Cash usage is declining as a share of 
payments. Mobile and remote payments 
accessible 24/7 are climbing.2 Still, many 
of these new alternatives are prefunded or 
backed up by conventional monies. Their 
conversion to the monetary anchor at par 
is essential for their use as mediums of 
exchange.

Innovation could add new convenient 
features that conventional monies lack, 
such as programmable functionalities 
that dictate how digital monies must be 
spent when certain conditions are met. In 
parallel, innovation comes with perils like 
market abuse, security breaches, the fi-
nancing of illicit activity, mismanagement, 

»�Central banks 
need to make sure 
their currencies 
are fit for the 
future.«
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and oversight. Unlike cryptocurrencies 
starting from scratch, their giant user 
base might favor rapid massive adoption. 
They can grow by tying their monies to 
the multiple services they provide while 
taking advantage of their overriding mar-
ket power, privileged access to data, and 
cross-subsidization of activities within the 
conglomerates. They might offer a full ar-
ray of financial services (credit, savings, 
wealth administration, insurance, etc.) 
disrupting the established channels of fi-
nance. Restrictive regulation will work as 
a stopgap measure but in the long term a 
more thoughtful governance approach has 
to be put in place.

THE REIGN OF THE TWO-TIER SYSTEM 
IS IN PERIL
The dominant two-tier system that gives 
central banks a monopoly over base mon-
ey issuance and leaves private banks in 
charge of broad money and credit creation 
is under pressure. Other architectures are 
viable now, if not desirable. It is not only 
centralized digital platforms – blockchain, 
fintech developments and decentralized 
“peer-to-peer” networks that represent 
potential alternative paradigms, “tokeni-
zation” could become a radical disruption. 

Consider DeFi, or Decentralized Fi-
nance, that runs on automated (“smart”) 
contracts and applications, mostly on the 
Ethereum blockchain. It replicates the ac-
tivities of a financial system with no cen-
tralized intermediary: exchange, lending, 
derivatives, asset management, insur-
ance. Fungible tokens, like ethers and bit-
coins, and non-fungible tokens are used to 
provide capital. 

Cryptocurrencies are too speculative to 
be true currencies, but stablecoins (crypto 

and business failure. The Mt. Gox bitcoin 
exchange liquidation (2014), the Silk Road 
darknet market scandal (2013), and the 
Wirecard fallout (2020) reveal that those 
risks could trigger serious trouble.

Digital platforms might develop their 
own currencies and built-in payment sys-
tems. In June 2019, Facebook (now Meta 
Platforms) and others launched the Libra 
Project, later called Diem. Libra was ini-
tially thought to become a global stable-
coin backed by a basket of highly liquid 
conventional currencies. This was poten-
tially a huge threat to financial stability. 

After much scrutiny by Washington reg-
ulators, and many downsizing changes, 
Facebook decided to pull the plug on the 
project in January 2022, and Diem was 
sold to a financial institution, Silvergate. 
Why did Libra trigger important regula-
tory concerns? Global digital platforms 
are larger than Systemically Important 
Financial Institutions (SIFIs), hold more 
accounts, and expand faster. And they 
benefit from relaxed taxation, regulation, 

»�Stability risks can-
not be overlooked. 
‘Peer-to-peer’ 
networks and digi-
tal platforms are 
subject to runs and 
forced liquidation 
of assets.«

ensure universal access to public mon-
ey and the effectiveness of financial and 
monetary policies. They could provide in-
teroperability with a whole variety of pay-
ment solutions on both a domestic and 
cross-border basis and encourage pub-
lic-private partnerships to provide com-
petitive services like open payment bridg-
es (as India’s Unified Payments Interface) 
and programming. 

However, no unique design delivers 
all those benefits altogether. Many could 
be provided by alternative means of pay-
ments, such as real-time gross settlement 
systems (RTGS), especially if they are en-
hanced with application programming 
interfaces (API) functionality. Almost all 
central banks are improving their payment 
systems. 

A CBDC could be created as a digital 
representation of an existing conventional 
currency, not undermining its singleness. 
But a privately issued stablecoin, pegged 
to the currency and backed by a safe and 
liquid pool of assets, would play the same 
function. Ultimately, both will broaden the 
demand for the currency. If stablecoin is-
suers were regulated as banks, they might 
supply a digital risk-free asset, backed by 
federal deposit insurance for the vast ma-
jority of transactions.

According to a 2021 BIS survey of 65 
central banks,6 86 percent were explor-
ing the benefits and drawbacks of CBDC 
issuance, and about 60 percent were 
conducting experiments or a proof-of-
concept. CBDCs could trigger bank disin-
termediation and bank runs if not appro-
priately designed. Currency substitution 
(digital “dollarization”) and loss of control 
over monetary policy might happen as a 
cross-border effect. The G7 has devel-

assets pegged to a currency or an asset as 
an anchor) work as “vehicle currencies” to 
switch in and out of volatile cryptocurren-
cies and facilitate fund transfers or liquid-
ity holding. Ironically, most of them are 
managed off-chain3 by third-party issuers 
and traded in centralized exchanges4.

Complete decentralization is an illu-
sion due to governance needs. Contracts, 
no matter how smart, cannot cover all 
possible eventualities. So, at the end of 
the day, due to governance matters, a 
minimum level of centralization is always 
required. In DeFi, holders of governance 
tokens – usually the organizers of such ini-
tiatives – are the only ones that exercise 
voting rights when unforeseen circum-
stances demand special decisions (which 
can exert extraordinary impact on the fate 
of all token holders).

Stability risks cannot be overlooked. 
“Peer-to-peer” networks and digital plat-
forms are subject to runs and forced liq-
uidations of assets. Without access to the 
central bank balance sheet, they cannot 
expand liquidity. Not surprisingly, the Fed-
eral Reserve´s chairman, Jerome Powell, 
has stated that central bankers do not 
want to destabilize the current system.5 
Authorities do not aim to compete with 
commercial banks for funding (for exam-
ple, with a CBDC) but neither do they want 
the two-tier system to lose its edge to less 
stable arrangements off their radar. 

THE ROLE OF CBDCS
CBDCs can become a valuable addition 
to the Central Bank toolbox (Siaba Ser-
rate, 2021). They might lower transaction 
costs, increase financial inclusion, facil-
itate direct fiscal transfers, and advance 
innovation. CBDCs might be needed to 
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oped common principles to guide their 
examination. They comprise not harming 
the central bank´s mandate for stability, 
the coexistence with conventional cash 
(as long as there is sufficient public de-
mand for it), and fostering innovation and 
efficiency.

No major central bank has yet issued a 
CBDC. This is a complex, time-consum-
ing decision. The People´s Bank of Chi-
na (PBOC), a pioneer, set up a task force 
to study the issue in 2014. In April 2019 
it launched the pilot of its digital yuan 
(e-CNY) initially in four cities, later ex-
panded to other cities and regions. The 
e-CNY has all the basic functions of the 
physical renminbi and is legal tender. It 
has been applied over 1.32 million times 
in different scenarios covering utility 
payments, transportation, shopping and 
government services. Wearable devices 
with payment functions were developed 
to be used in Beijing 2022 Olympic Winter 
Games. However, there is no preset time-
table for its final takeoff.

On July 14, 2021, the ECB launched a 
2-year investigation phase of a digital euro 
that will complement cash.7 After that, the 
ECB will decide on the design and wheth-
er to move to implementation. This phase, 
which would take several years, would seek 
the development of services, testing, and 
possible live experimentation. Only at the 
end of it, will the ECB be able to decide on 
whether or not to launch a digital euro.

The US Federal Reserve is not acting 
as quickly even as other nations move for-
ward. Nonetheless, the Federal Reserve 
Bank of Boston, and MIT are developing 
a hypothetical CBDC. Opinions within the 

Board of Governors are divided. Gover-
nor Lael Brainard favors a CBDC given 
that others have CBDCs. Many disagree 
and propose a dollar stablecoin instead, 
a public-private solution. Governor Chris-
topher Waller thinks that is the end of the 
discussion. “After exploring many possible 
problems that a CBDC could solve, I am 
left with the conclusion that a CBDC re-
mains a solution in search of a problem.”8 

This is not a reason to abandon re-
search and development. Web 3.0 and the 
metaverse indicate that the future is yet to 
arrive. Closer integration between physical 
and virtual reality spanning social pres-
ence, office work and entertainment will 
further spur monies to adapt to be fully 
compatible. 

“Central banks share the view that it is 
not an appropriate policy response to start 
considering CBDC only when the need to 
issue CBDC arises in the future” (Kuroda, 
2021). Central banks might want to get 
their digital tools ready as a call option. To 
be premature is a mistake that authorities 
can afford, but they might not want to be 
wrong and late.

RECOMMENDATIONS TO THE G20	
The establishment of a Digital Money & 
Finance Working Group (DMF-WG) is urged 
to (a) accomplish the analysis of new dig-
ital instruments and procedures, (b) put 
forward the framework(s) for their inte-
gration to improve the financial architec-
ture and society’s welfare, and (c) monitor 
implementation. 

The DMF-WG must evaluate: 
– safety, efficiency, and integrity of pay-

ment systems; 
– new instruments’ and procedures’ 

legal entity and governance; 

– market integrity and competition; 
– cybersecurity and operational 

resilience; 
– consumer and investor protection; 
– data privacy, protection, and 

portability; 
– environmental and social impact and 

governance (ESG); 
– tax compliance; and
– compliance with norms against illicit 

finance. 
The DMF-WG must develop a systemic 

vision and agenda for a resilient financial 
system in the digital age based upon sol-
id granular knowledge with the flexibili-
ty to accommodate national values and 
priorities. 

The IMF, the World Bank, and the BIS 
should be members and function under 
the umbrella of the Financial Stability 
Board (FSB). Active consultation with the 
private sector and the International Stan-
dard-Setting Bodies and the private sector 
is essential. 

Digitalization goes far beyond finance 
and is reshaping society without a consis-
tent set of shared norms. The elaboration 
of a Global Digital Governance Compact 
is needed to establish principles, codes of 
conduct, standards, regulation and poli-
cies across the many relevant domains 
to build trust and ensure it works for 
the greater good. Those areas would in-
clude – but not be limited to – governance 
on data, platforms, infrastructure, com-
petition, cyber-security, artificial intelli-
gence, big data, internet of things, cloud 
computing, etc. 

A Financial Chapter should tackle fi-
nancial digitalization (fintech, open bank-
ing, risk management, etc.). Regulation 
and surveillance, now segmented, needs 

to be reframed to be effective in a world 
where strategic actors operate across var-
ious financial and non-financial business-
es requiring collaboration across different 
authorities and geographic jurisdictions. 

Strong international cooperation is 
urged given the menace of increased cur-
rency competition and the understanding 
that choices will be rooted in national in-
terests. It should discourage a race to pri-
oritize preemptive second-best solutions. 
The agenda already exposes a defensive 
bias (preserving monetary sovereignty, 
avoiding digital “dollarization,” evading 
financial sanctions). Coordination should 
promote interoperability and be positively 
based on a prudent “do no harm” principle 
controlling for unwanted currency substi-
tution effects and adverse spillovers. Keep 
in mind that digital blurs country limits, 
and cooperation is required to function 
smoothly and not create havoc.

While G7 central banks are sharing 
work on CBDCs, China has pioneered an 
independent path. Its participation in the 
Multiple CBDC Bridge led by the BIS Inno-
vation Hub is a positive note as it involves 
joint efforts with relevant central banks. It 
is strongly advised to harmonize all types 
of projects and experiences before effec-

»�A CBDC could 
be created to 
complement con-
ventional cash, 
not replace it.«
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tive implementation. No global stablecoin 
project should begin operation until it 
adequately addresses relevant legal, reg-
ulatory, and oversight requirements and 
adheres to applicable standards.

Cooperation between advanced and 
emerging economies must gain broad-
er scope and impetus. In matters as in 
e-money and digital payments innovations, 
non-G7 countries are leaders. Competition 
between commercial banks and fintech is 
stiffer, a situation that might occur later in 
G7 countries. The first CBDC was launched 
in the Bahamas, not in the G7 (nor in the 
G20). Nigeria has launched the second 
one, eNaira. Establishing BIS Innovation 
Hub nodes outside the leading financial 
centers in regions like Latin America 
and Africa rushing with innovation and 
fast-changing financial landscapes is a 
still missing sensible step. They don´t shy 
away from aggressive or debatable moves 
(consider El Salvador embracing bitcoin as 
legal tender on top of dollarization). They 
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Fault lines  
at the G20
Can the G20 come to a universal agreement 
on crucial issues like trade and climate?
Opinion piece

The Group of Twenty (G20) has emerged 
as a leading global forum for internation-
al economic cooperation and rulemaking, 
comprising key advanced and emerging 
economies. It brings together the world’s 
major economies, accounting for 80 per-
cent of global GDP, 75 percent of global 
trade, and 60 percent of the population.1 
It was one of the first multilateral forums 
to give both advanced and emerging econ-
omies an equal footing on the same plat-
form. However, in recent years, the G20 
has been subjected to increasing criticism 
for its lack of legitimacy and inadequacy in 
addressing global challenges. In the after-
math of the pandemic, existing fault lines 
have deepened, and the gaps in expected 
recovery pathways have further widened. 
Moreover, evidence of friction and diver-
gence in priority areas are visible in cer-
tain key issues of the G20 agenda.

TRADE DIVERGENCE
Over the last few years, the G20 agen-
da has focused on supporting the neces-
sary reform of the WTO.2 The G20 leaders 
have recognized the urgent need to restore 
the dispute settlement system to “con-
tribute to predictability and security in the 
multilateral trading system.”3 In reality, 
the G20 faces several constraints that can 
delay the fulfilment of its trade agenda and 
recovery convergence from the pandemic. 
Since December 2019, the WTO’s Appel-
late Body (AB) has been unable to replace 
retired members for the required quorum 
– which has rendered the Body inactive. 
The US, under the Trump administration, 
accused the WTO of “judicial overreach” 
and blocked the appointment of judges 
to the Appellate Body.4 The United States 
has expressed its discontent over the Ap-

pellate Body’s interpretation of WTO rules 
on anti-dumping, subsidies, and counter-
vailing duties – stating that the AB had 
significantly affected the US and other 
market economies’ ability to confront the 
trade distortions.5

While the US blockage of the appoint-
ment of WTO Appellate Body members has 
led the multilateral rules-based trading 
system into crisis, the Biden administra-
tion has not yet taken any action towards 
lifting the impasse at the AB. The G20 as 
a grouping has not been able to expedite 
the restoration of dispute resolution de-
spite highlighting its urgency in several 
of its high-level meetings. Moreover, the 
G20 Rome Leader’s Declaration has not 
made any direct mention of this agenda.6 
The underlying reason could be due to G20 
countries’ varying proposals on how to 
proceed with the resolution. For instance, 
the EU proposed7 expanding the AB and 
redefining its membership, while Cana-
da highlighted8 the need to update trade 
rules to ensure the WTO’s relevance for 
modern trade issues. Additionally, while 
a Multi-Party Interim Appeal (MPIA) has 

»�The G20 has been 
subjected to in-
creasing criticism 
for its lack of legiti-
macy and inade-
quacy in addressing 
global challenges.«
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members such as Indonesia, South Afri-
ca, and India further reiterated that one of 
the ways to demonstrate this is by accept-
ing the TRIPS waiver proposal.13 Despite 
the Biden administration’s announcement 
of supporting the waiver, a few G20 mem-
bers such as the EU, Germany, and the 
UK continue to  oppose  any consensus 
on this proposal.14 According to the EU, 
Intellectual Property (IP) is not a barrier 
to increasing capacity to produce vac-
cines.15 The Commission argues that the 
IP waiver would not speed up manufac-
turing. Similarly, Germany claimed that 
“the protection of IP is a source of innova-
tion and must remain so in the future.”16 
According to Germany17 and the EU,18 the 
factors limiting the production of vaccines 
is not IP but high-quality standards, infra-
structure, skills, and production capaci-
ties – something developing nations lack 
and cannot be overcome in a short period 
of time.

ECONOMIC RECOVERY
Though the G20 countries agreed19 to raise 
International Monetary Fund (IMF) re-
serves with a new Special Drawing Rights 
(SDR) allocation of USD 650 billion, crit-
ics20 have argued that given the scale of 
the financing challenge in emerging econ-
omies, it is not enough. About 250 civil so-
ciety organizations claimed that the SDR 
allocation of about USD 3 trillion was re-
quired; however about USD 650 billion was 
the most that could be granted without the 
support of the United States Congress.21 
As the SDRs are allocated proportional to 
countries’ quotas at the IMF, the distribu-
tion is skewed towards bigger countries 
– according to the European Network on 
Debt and Development, advanced econo-

been proposed by a group of countries, 
such a solution is not likely, as only 22 of 
the WTO’s 164 members, comprising 6 G20 
members, have so far joined this appeal.9

Further, the G20 leaders also  high-
lighted the crucial role of the multilateral 
trading system in ensuring equitable ac-
cess to medical supplies, vaccines, and 
pharmaceuticals.10 However, there is a 
wide gap in terms of global production and 
distribution of COVID-19 vaccines, medi-
cines and diagnostics between advanced 
and emerging and low-income economies 
– 60 percent of the advanced economies’ 
population are fully vaccinated; however, 
a whopping 96 percent of the low-income 
countries remain unvaccinated (as of Oc-
tober 2021).11

At the Italian G20 Trade and Invest-
ment Meeting in 2021, India  called  for 
removing the trade barriers such as vac-
cine differentiations, COVID passports, 
and other mobility restrictions, which can 
disrupt the flow of critical services.12 G20 

»�The G20 as a group-
ing has not been 
able to expedite the 
restoration of dis-
pute resolution de-
spite highlighting 
its urgency in sev-
eral of its high-lev-
el meetings.«

(banks, hedge funds and oil traders) a part 
of the debt suspension scheme. IMF and 
World Bank data reveal that the 46 low-
er-income countries still paid USD 36.4 
billion in debt payments.27 Moreover, the 
World Bank warned that there has been 
a 12 percent rise in the debt burden of the 
world’s low-income countries.28

CLIMATE-CHANGE DIVERGENCE 
The G20 members have failed to break the 
impasse on climate goals – many coun-
tries disapproved of the idea of commit-
ting to unabatedly phasing out coal. Some 
of the strongest disagreements have 
come from nations that are heavily reli-
ant on coal, such as China, India, Russia 
and Australia.29 The members also failed 
to agree on a date by which they would 
phase out inefficient fossil fuel subsidies. 
According to emerging economies such 
as India, climate action must be guided by 
the country’s national circumstances and 
stage of economic development, not at the 
cost of the country’s equity and develop-
ment.30 Moreover, while the Rome Dec-
laration commits to mobilizing climate 
finance of USD 100 billion annually from 
public and private sources through 2025, 
it fails to mention any retroactive payment 
of the financial commitment of 2020 to the 
developing countries.31

CONCLUSION
Given the fragile economic environment 
and global challenges posed by the pan-
demic, it is imperative for the G20 to seek 
common ground on global trade gover-
nance, international financial architecture 
and sustainable development – which is 
representative of the Global South. The 
G20 members’ must reinstate their com-

mies will receive around 67 percent of the 
allocation, while the low-income countries 
will receive about only one percent.22

Furthermore, in 2020, the extraordi-
nary G20 Finance Ministers and Central 
Bank Governor’s Meeting recognized that 
debt treatments beyond the  Debt Ser-
vice Suspension Initiative (DSSI) may be 
required on a case-by-case basis in the 
aftermath of the COVID-19 crisis.23 To 
date, 46 of the 75 eligible countries have 
applied for the scheme. However, the ini-
tiative has several roadblocks. According 
to  Clement Landers, Senior Fellow at 
Centre for Global Development, the pri-
vate creditors, which constitute about 20 
percent of the DSSI debt service, have re-
fused to participate voluntarily.24 Secondly, 
many countries that requested the DSSI 
treatment have been downgraded by the 
crediting agencies.25 Lastly, China, which 
is the largest creditor to DSSI countries, 
has exempted its government-owned lend-
ers by classifying them as private sector 
entities.26 The G20’s failure is reflected 
in its inability to make private creditors 

»�The G20’s failure 
is reflected in its 
inability to make 
private creditors 
(banks, hedge 
funds and oil 
traders) a part of 
the debt suspen-
sion scheme.«
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such as vaccines, especially for develop-
ing and low-income countries. Moreover, 
for a sustainable economic recovery from 
a global crisis such as the pandemic, the 
G20 leaders must aim to facilitate higher 
private-sector engagement for debt relief 
efforts. Moving beyond the DSSI, the G20 
must aim to build more robust and trans-
parent mechanisms to enhance access 
to emergency funds for the Global South. 
Additionally, the G20 can be a key enabler 
in providing long-term financing needs for 
climate action. To break the climate im-
passe, it is crucial for the G20 members 
to collaborate in producing people-cen-
tric climate change mitigation strategies, 
which assess and acknowledge the diverge 
set of socio-economic challenges present 
in the domestic context. 

mitment towards a rules-based global 
order by reinvigorating the negotiating 
functions of the Appellate Body (AB). 
They must commit to explore a consen-
sus-based permanent solution to the cri-
sis of the WTO Appellate Body and dispute 
settlement system. In view of a future 
health crisis and to enable an even global 
recovery, the G20 nations need to ensure 
mechanisms that prevent supply-side con-
straints of essential services and goods 

»�The G20 members 
have failed to 
break the impasse 
on climate goals.«
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Responsive e-governance combines infor-
mation and communication technologies 
and modern management practices within 
a single identity framework that enhances 
citizen, public and private sector engage-
ment; transparency and accountability; 
and business and market efficiency – all 
leading to improved public service delivery 
and GDP growth.1 The Asian Development 
Bank (ADB) argues that technology can 
greatly improve government effectiveness 
at increased speeds of adoption, maturity 
and integration with public services.

Countries already have started such 
services. India’s digital ID program Aad-
haar registered 99 percent of its 1.2 bil-
lion population;2 Indonesia’s e-KTP card, 
Malaysia’s MyKad, Bangladesh’s Smart 
NID card system, and Pakistan’s NADRA 
system3 have followed similar suit. Asian 
megacities are also improving public 
transportation systems using technolo-
gy: The Jakarta Transport Authority, for 
instance, engaged with multiple applica-
tion providers such as Trafi, Waze, and 
Google Maps to assess alternate traffic 
routes that cuts down commuting times 
and increase ridership.4 Kenya’s M-Pesa 
system, launched in 2007 as the world’s 
first mobile money service, has contribut-
ed to an uptake of e-government services,5 
enhancing financial inclusion for 86 per-
cent of Kenyans. Similarly, the diffusion of 
mobile networks and inexpensive mobile 
phones has enhanced the use of digital 
identification systems for accessing gov-
ernment and IAAS (identity as a service) 
services used for KYC or anti-money laun-
dering activities.6 

Due to the benefits of e-governance 
and digitally available public services, the 
European Commission has made efforts to 
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boost cross-border digital public services7 
through interoperable platforms such as 
the Common Framework for Citizens’ 
Electronic Identity Management.8 Private 

sector industries are now also realizing 
the potential of leveraging integration 
opportunities with government systems 
for customer identification and service 
improvements, providing consumers with 
greater flexibility to move their data be-
tween private sector competitors.9 

TECH AND FINANCIAL INCLUSION: 
BRIDGING THE GAP
Gartner in 2018 predicted that by 2030, 
80% of heritage financial firms would shut 
down due to growing digitalization.10 The 
pandemic has since accelerated the adop-
tion of online banking and digital payment 
systems, revolutionizing business mod-
els reducing consumers’ dependency on 
cash.11 Fintech is democratizing access to 
finance and achieving financial inclusion 
as an enabler and accelerator of econom-

ic growth. According to the World Bank, 
1.2 billion “unbanked” adults gained ac-
cess to financial services since 2010, in-
creasing the number of individuals with 
bank accounts by 35 percent.12 

Moreover, according to the World 
Bank’s Findex Report, only 19 percent of 
financial account holders in Southeast 
Asia accessed their accounts using a 
smartphone or internet in 201713 while 35 
percent of people in the 15–24 age bracket 
were reported to use the internet to make 
purchases14. This figure increased to 42 
percent in 202015. India’s fintech adoption 
rate – currently at 87 percent16 – has been 
augmented by the growth in digital pay-
ments whose transaction value touched 
USD 103 billion in October 2021 alone.17 
In Bangladesh, fintech startup bKash has 
revolutionized the economy and 90% of 
bKash users have not interacted with the 
banking sector before.18 136 jurisdictions 
out of 140 members of the OECD and G20 
Inclusive Framework on Base Erosion and 
Profit Shifting (BEPS) in October 2021 
agreed to a minimum 15 percent tax rate 
from 2023 for multinational enterprises 
providing e-commerce business solu-
tions19 as a system that ensures fairer 
profit distribution.

In addition to financial inclusion, 
e-governance and digital systems also 
require reliable and affordable access to 
digital networks and services for busi-
nesses and individuals alike. Uninhibited 
service needs sound telecommunications 
policies that “reflect the need for a wide 
diffusion of digital networks, targeted 
measures for disadvantaged people, and 
firms.”20 In addition, government policies 
need to ensure adequate oversight in con-
sideration of unregulated cryptocurrencies 

»�Technology can 
greatly improve 
government 
effectiveness at 
increased speeds 
of adoption, 
maturity, and 
integration with 
public services.«

to address money laundering and taxation 
challenges,21 necessitating proactive pol-
icymaking that rapidly facilitates a shift 
from analog systems to digital.

TECH AND ACCESSIBILITY: A DOUBLE-
EDGED SWORD?
Despite the post-pandemic internet pen-
etration rates exceeding 60 percent in 
Southeast Asia, large swathes of the 
world’s population continue to lack a sta-
ble and affordable access to the internet 
with Africa recording just over 40 percent22 
and South Asia recording 30 percent.23 A 
lack of affordable internet would have an 
inadvertent disruptive effect on widening 
an already existing digital divide. Accord-
ing to the Alliance for Affordable Internet 
(AfAI), a 1GB data plan is simply unafford-
able for almost a billion people spread 
across 57 countries.24

Developed economies, meanwhile, 
witnessed spectacular technological ad-
vancements. The UK, for example, adopt-
ed digital assistance initiatives25 while the 
government of Singapore developed the 
Silver Infocomm Initiative (SII) to redress 
connectivity issues26 among people over 
age 50 by building their skills and educa-
tion levels.27 Even some developing econ-
omies and LDCs are now pushing simi-
lar measures to facilitate digital literacy 
programs and social inclusion. In Kenya 
for example, a campaign by Safaricom in 
partnership with Google drove the adop-
tion of mobile internet among women by 
introducing inexpensive 4G handsets along 
with customer support, simplified activa-
tion and relevant content.28 In Zanzibar, 
the World Mobile Group experimented 
with blockchain as a method of delivering 
fast and cheap internet access to under-

served populations across five pilot sites 
that would serve roughly 3,000 people.29

However, technological advancements 
are not fast enough due to affordability 
issues and a lack of ICT infrastructure. 
During the pandemic, reliability and 
speed of internet-based connectivity are 
also crucial factors driving inequity be-
tween urban and rural areas 90 percent 
of students across Sub-Saharan Africa do 
not have home computers and 82 percent 
are unable to access online learning pro-
grams, creating an educational crisis and 
leading to dropouts resulting in losses of 
about USD 10 trillion in potential earnings 
and an increase in learning poverty rates 
to 63 percent.30

BUILDING BRIDGES: TECH AS A DRIVER 
FOR SOCIAL INCLUSION
Currently, there are approximately 327 
million fewer women than men who own 
a smartphone and are able to access in-
ternet-based services. In developing coun-
tries, women are 22.8 percent less likely 
than men to use the internet.31. In Africa, 
24 percent of women versus 35 percent 
of males currently use the internet32. Ac-
cording to AfAI, over 40 percent of coun-

»�E-Governance and 
digital systems 
require reliable, 
equitable, and 
affordable access 
to digital networks 
and services.«
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to on-farm cameras and in-house moni-
tors, reaping huge benefits for the econo-
my.38 Even a 10 percentage-point increase 
in broadband penetration could increase 
GDP growth by 1.38% for developing econ-
omies. The pandemic’s push towards digi-
tal transformation has increased the need 
for ICT development.39 Georgia improved 
internet connectivity to 1,000 villages in 
response to the pandemic .40

VIRTUAL HEALTHCARE: THE FUTURE?
Thailand set up a Ministry for Digital Econ-
omy and Society in September 201641 with 
a National Digital Economy Masterplan 
spread out over 20 years,42 before the pan-
demic even hit. Gabon, one of Africa’s few 
upper-income countries, aimed to trans-
form its public health services in 2016 by 
placing them online through the eGabon 
project,43 rolling out a National Health 
Information System.44 But COVID-19 cer-
tainly increased digital initiatives in health. 
Africa addressed its critical shortage of 
healthcare workers45 with a strong, in-
novative approach using ICT and 4IR.46 
Health startups from South Africa are also 
attracting investments.47 In April 2020, for 
example, a pan-Africa hackathon launched 
by the African Development Bank (AfDB) to 
elicit responses to the pandemic’s chal-
lenges saw over 25,000 entrepreneurs 
respond to the call, 16,000 participate, 
and 750 solutions proposed of which 20 
received funding.48 

Imposing restrictions, regulating pub-
lic movement, and adopting preventive 
measures to curb the spread of COVID-19 
spurred governments into combining 
healthcare with innovative and advanced 
technologies.49 In Australia, state-based 
manual mandatory QR code check-in ap-

tries lacked “meaningful policies or pro-
grams to expand women’s access to the 
internet”33. Unequal access to internet has 
cost low-income countries roughly USD 1 
trillion since 2010 and could cause an ad-
ditional USD 500 billion in losses by 2025 
if governments fail to take appropriate 
action.34 

With a high barrier to entry for women 
in technology, they are already underrep-
resented in technical and executive posi-
tions of major technology transnational 
corporations. To illustrate, the number 
of women in Australia participating in the 
cybersecurity sector is only 17 percent.35 
Research proves that companies with di-
verse leadership teams including women 
are up to 15 percent more likely to be prof-
itable.36 Women-led businesses generated 
USD 820.6 million in global revenue with 
an additional USD 592 million in VC invest-
ment in 2019.37

ICT infrastructural development is 
essential to economic development of 
developing and lesser-developed econ-
omies. In Kenya, the food crisis diverted 
with increased market participation due 

»�Technologies have 
increased expo-
sure to newer risks 
like government 
censorship and 
hate speech in 
digital spaces.«

in Singapore, for example, are expected to 
grow at an exponential pace by 2030 with 
up to 70 percent coming from overseas 
markets, leveraging technologies such as 
artificial intelligence and big data.55 China 
recently unveiled an ambitious five-year 
economic plan that aims to prioritize inno-
vation and technology across sustainability 
initiatives. Currently, Africa is the leading 
global destination for off-grid solar invest-
ment with USD 24 billion invested in 2020. 
However, according to the World Economic 
Forum (WEF), most of the investment flows 
to non-African companies or ventures are 
based on outdated risk assessments pro-
files that keeps critical funding out of the 
hands of African entrepreneurs.56

Several top tech companies – including 
the likes of Amazon, Apple, Alphabet, and 
Meta – were criticized for numerous rea-
sons at COP 26,57 yet companies elsewhere 
are actively participating in climate change 
initiatives, cognizant of the fact that digital 
technology could help reduce carbon emis-
sions by about 17 percent.58 On Digital Day 
2021, for example, 25 companies signed the 
European Green Digital Coalition pledge59 
spearheaded by the European Commission 
and endorsed by the United Nations Envi-
ronmental Programme (UNEP) to develop 
digital green solutions and take active mea-
sures towards carbon neutrality.60

HONEST POLITICS: TECH-ENABLED 
RIGHTS-BASED GOVERNANCE AND 
SOCIAL MEDIA PLATFORMS
Technology has, in many cases, enabled 
individuals to enjoy their human rights, 
especially freedom of expression with the 
help of social media and digital platforms. 
However, technologies have increased ex-
posure to newer risks such as government 

plications were implemented to enable 
faster and more accurate contact tracing 
of citizens as they moved about in different 
retail stores or venues, far more effective 
than the federal government’s automat-
ed Bluetooth-enabled solution. Even the 
use of telehealth consultations increased 
worldwide.

Technologies, however, need to be af-
fordable, easy to use, intuitive, reliable, 
and secure. Policy and regulatory uncer-
tainty around healthcare, unfortunately, 
slows down adoption rates for technol-
ogies introduced in markets while find-
ing itself at odds with their commercial, 
multinational nature. Moreover, low levels 
of digital health and literacy even among 
health practitioners is a major barrier to 
the widespread use and adoption of tech-
nology-based health innovations and prod-
ucts, further complicated by climate-relat-
ed concerns.

TECH AND CLIMATE ACTION: 
INNOVATION IN PROTECTION
Although the G7 decided to make climate 
risk disclosures mandatory in June 2021,50 
the need for understanding and quantify-
ing emission baselines51 become a com-
plex exercise for enterprises regardless 
of their size. “Green enterprises,” a twin 
strategy combining economic growth with 
environmental sustainability,52 are no 
different.

ASEAN’s growing internet economy 
– USD 100 billion (2019) and expected to 
triple by 2025 – would help businesses ad-
vance sustainability efforts through tech-
nology investments, bolstered by ASEAN’s 
Digital Integration Framework Plan 2025,53 
taking place alongside the Comprehensive 
Recovery Framework.54 Green enterprises 
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consequences for individuals based on 
their social and/or economic identities. 
Understanding what can be termed eth-
ical AI or ML, therefore, is important for 

developing policies that address inherent 
biases, providing citizens with dispute 
mechanisms.

SUMMARY AND CONCLUSION
Any technological change would cause 
systemic disruptions to fundamental 
ways of interaction within any context. 
The numerous characteristics that define 
any new technology are determined by 
the way communities interact69 both with 
and without it. Governance of technologi-
cal interventions lies in ensuring existing 
institutions anticipate, reform and adapt 
to normative social issues as they arise 
in response to the after-effects of tech-
nological disruptions. In a post-pandemic 
context, it is without doubt that technology 
will bolster global economic recovery but 
must not be without appropriate regulation 
to avoid potential negative fallout,70 such 
as an increase in inequality and abuses of 
power.

censorship and hate speech in digital spac-
es through algorithms designed to filter 
offensive or unacceptable content online.61 

According to the Committee to Protect 
Journalists, internet censorship and re-
stricted internet access remain common 
forms of harassment in countries like 
Pakistan and Syria. China and Iran use 
complex filtering and content blocking 
measures to control social interaction in 
digital spaces62 while in Turkey, internet 
service providers (ISPs) have been man-
dated to crack down on “expressions of 
dissent” towards the government. Africa 
in 2021, according to cyber security com-
pany Surfshark, became the most censor-
ship-intensive continent across the globe, 
responsible for nearly 53% of all internet 
disruptions that were related to protests 
and/or elections.63

Restrictions on digital platforms have 
increased in the wake of the pandemic. 
Despite UN’s urge for human rights com-
pliance,64 governments around the world 
attempted to legitimize pervasive surveil-
lance measures65 through facial recogni-
tion and privacy-invading contact tracing 
apps while social media companies reg-
ulated information dissemination66 with 
concerning commercial interest.67 Global 
tech companies must respect the digital 
policies as embedded in the Universal 
Declaration of Human Rights over their 
commercial interest.68 States and private 
enterprises should comply in accordance 
with the UN’s Guiding Principles on Busi-
ness and Human Rights. 

Moreover, as the implementation of 
AI/ML systems increases in our daily 
lives, data sets used to train these sys-
tems will unfortunately result in bias-
es that may have detrimental lifelong 

»�Data is more than 
just a ‘new oil’. 
It is the bedrock of 
a rights-based 
and user-centered 
environment in 
the 21st century.«

A digital future is indeed possible, pro-
vided they are grounded in fundamental 
rights and laws that keep one safe from 
unlawful persecution. Data is more than 
just a “new oil.”73 It is the bedrock of a 
rights-based and user-centered environ-
ment in the 21st century.

Please Note: The opinions of Richard Labelle 
are his own and do not necessarily represent 
the view or position of the World Bank Afri-
can Development Bank Group.

The rapid pace of emerging technolo-
gies can inspire resilience and adaptability 
among human beings, but it must be kept 
in check with appropriate ethical guidelines 
that address gaps in governance through a 
multi-stakeholder approach to ensure their 
equitable, fair, and just use71 without nec-
essarily slowing down innovation and prog-
ress. Numerous examples of multi-stake-
holder collaboration that spark innovation 
and increase public trust already exist. Ja-
pan’s experience with cryptocurrency and 
Finland’s open-data approach to transport 
are existing examples.72 
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Southern Voice is an open platform for think 
tanks, comprising 59 Think Tanks from 
Africa, Latin America & Caribbean, and Asia. 
It contributes to the global dialogue on the 
Sustainable Development Goals (SDGs). 
Its ultimate aim is to address the existing 
‘knowledge asymmetry’ and ‘participation 
deficit’ in the dialogue on development. 
It does this by producing, promoting, and 
disseminating evidence-based policy analysis 
by researchers from Global South countries.

UNDP’s Oslo Governance Centre (OGC), 
works closely with UNDP central and regional 
bureaus in New York headquarters and other 
relevant UN bodies in strengthening the overall 
analytical and learning ability in the area of 
governance and peacebuilding. Our focus 
includes human development, democratic 
governance and conflict prevention to support 
policy development and applied research, 
with an overarching focus on democratic 
governance and peacebuilding in crisis, conflict 
and transitional contexts.

INTRODUCTION
There is no doubt that the COVID-19 pan-
demic has highlighted the importance of 
governance arrangements, both nationally 
and globally. The varying effectiveness of 
the pandemic response across countries 
and regions has depended largely on the 
capacity of societies to reach agreements 
and follow them collectively. We have 
seen the relevance of the quality of gov-
ernance across different levels (global, 
national, and local) and among different 
actors (public, corporate, etc.) impacting 
both the short-term response to this cri-
sis, and the long-term achievement of the 
2030 Agenda. 

With this in mind, Southern Voice and 
UNDP’s Oslo Governance Centre joined 
forces to drive a conversation across the 
Global South on the emerging trends on 
governance during the pandemic, and 
the implications for SDG 16 and the 2030 
Agenda more broadly. This collaboration 
translated into policy roundtables across 
Africa, Asia, Latin America, the Arab re-
gion, and Europe and the Commonwealth 
of Independent States (ECIS), as well as 
an online consultation on the SDG 16 
Hub. These conversations touched on a 
diverse range of issues on peace, justice, 
and inclusive institutions. Throughout the 
different consultations, we identified an 
underlying concern: the pandemic has 
exacerbated the unequal distribution of 
power.

Reflecting on the discussions of gov-
ernance in global development discourse, 
we see how it is usually analyzed through 
the lenses of concrete techniques and ap-
proaches that can improve the relation-
ship between governments and citizens. 
These include, for example, strategies 

to increase transparency, accountability, 
participation, or state capacity. But what 
is increasingly apparent is that a more 
fundamental structural change is needed 
to address the multiple and overlapping 

crises facing the world today. Addressing 
inequality must be at the heart of devel-
opment, as the redistribution of power 
and resources is necessary to rebuild the 
social contract and restore trust and legiti-

»�The pandemic 
has highlighted 
the need to unpack 
the meaning of 
strong institutions. 
A paradox seems 
to emerge: strong 
institutions that 
can implement 
policies swiftly in 
response to cri-
ses are essential 
but, at the same 
time, too much 
power that can be 
abused has been 
detrimental.«



186 187

Governance & DigitizationGLOBAL SOLUTIONS JOURNAL ∙ ISSUE 8

mitigation of its effects on society. These 
abuses of power had disproportionate ef-
fects on lower income groups and margin-
alized populations, as they felt the brunt of 
the economic consequences and, at times, 
faced violent enforcement of lockdown re-
strictions. In response, across all regions, 
different forms of civil unrest and social 
movements emerged as citizens protested 
the imbalance of power, abuse of authority, 
rising inequality, lack of social protection, 
and widespread corruption as confidence 
in the ability of governments to deliver in 
the interest of the population diminished.

To maintain the balance of power and 
further cooperative and collective action 
in pandemics and beyond, action must be 
taken at three different levels: the multi-
lateral system, national institutional ar-
rangements and the inclusive participation 
of individuals. 

MULTILATERAL ARRANGEMENTS THAT 
PROVIDE POLICY SPACE TO NATIONAL 
GOVERNMENTS
The Our Common Agenda Report rightly 
highlights that a social contract is built 
at the local and national levels. It is not 
something that can be imposed top-down. 
Consequently, the Secretary-General high-
lights, “I will therefore mobilize the whole 
United Nations system to assist countries 
in support of a renewed social contract, 
anchored in human rights.” (United Na-
tions 2021, p.220). In practice, this entails 
creating policy space and strengthening 
regional and global spaces that promote 
human rights. Other global governance 
spaces, such as the G20, can also provide 
policy space to promote the renewal of a 
more inclusive and just social contract, to 
ensure that it is effective.

macy of the state. In this context, the focus 
of the UN Secretary-General’s report, “Our 
Common Agenda” (United Nations, 2021), 
highlights the need to renew the social 
contract grounded on human rights. After 
all, these fundamental societal agree-
ments between people and the state are 
the foundation for all forms of governance.

ANALYZING POWER DYNAMICS IS 
ESSENTIAL FOR A NEW SOCIAL 
CONTRACT
We recorded similar narratives across all 
regions. COVID-19 is revealing extreme 
inequalities and resulting in a dangerous 
imbalance in the distribution of power 
within societies. We refer to power here 
as the capacity to influence others; that 
could be states, groups or individuals. 
Findings from the studies we conducted on 
the COVID-19 pandemic and governance in 
the Global South (UNDP & Southern Voice, 
2022) make apparent the importance of de-
mocratizing political power in responding 
to global health emergencies. Across the 
Global South the pandemic exacerbated 
or highlighted existing power imbalances. 
There was friction between the executives 
and legislatures regarding pandemic laws; 
in some cases, in Latin America the leg-
islature and judiciary were able to check 
the excesses of the executives. In other 
countries, where independence of legis-
lative or judicial institutions was weak, 
governments were able to exploit pan-
demic-related measures to consolidate 
their power. The imbalance of power also 
enabled corruption, for example, in the 
enforcement of pandemic procedures and 
rules, and in the equitable access to social 
protection measures. This hampered the 
effective handling of the pandemic and the 

mechanisms be increased with a particu-
lar focus on addressing the priorities and 
including the participation of vulnerable 
communities. To this end, we emphasize 
the urgency of increasing local and global 
support toward human rights defenders, 
many of whom have been at the frontlines 
of demanding accountability for abuses 
and calling for a more inclusive and just 
pandemic response.

INSTITUTIONS THAT BALANCE POWER 
IN SOCIETY
SDG 16 promotes peace, justice, and 
strong institutions. The pandemic has 
highlighted the need to unpack the mean-
ing of strong institutions. A paradox seems 
to emerge: strong institutions that can 

The issue of a lack of policy space for 
governments to operate during the pan-
demic came out clearly in the dialogues 
hosted over the last year. The concept of 
policy space has been used to describe the 
tensions, particularly in trade, between 
global agreements and national policies. 
Participants highlighted how, in the Global 
South, governments’ capacity to respond 
with fast and substantial investments to 
the pandemic was limited by the lack of 
fiscal space due to lack of access to inter-
national financing or increasing debt. In-
ternational trade rules proved inadequate 
to support developing countries in access-
ing medical equipment and vaccines. In 
other words, the global norms had a di-
rect impact on how well governments were 
able to react. Multilateral arrangements 
that support a new social contract, are 
those that provide governments the pol-
icy space to respond to the needs of their 
citizens, including setting up early warn-
ing systems to enable countries to act and 
put in place resources for social policies to 
address the national-level fallout of global 
crises. 

While the policy space at the interna-
tional level remains important to enable 
inclusive and responsive governance, 
promoting accountability mechanisms at 
the regional and global levels can also 
be effective to curb abuse of authority. 
Strengthening international mechanisms 
such as the Human Rights Council and re-
gional human rights bodies to hold nation-
al actors to account for violation of human 
rights and abuse of power in the context 
of the pandemic may be needed (Mthem-
bu, 2021). Further, in the dialogues it was 
suggested that engagement of civil society 
organizations and national human rights 

»�On the one hand, 
policy space 
remains important 
to enable good 
governing. On 
the other hand, 
independent 
regional and global 
actors that can 
demand account-
ability from gov-
ernments ensure 
that there is no 
abuse of power.«
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duce the efficacy of public policies put in 
place to control the pandemic. In the long 
term, it erodes public trust in governments 
and the rules it puts in place. 

At the national level, there is a need 
to strengthen institutions within and out-
side governments that provide checks and 
balances for the use of power by the ex-
ecutive. This includes a strong legislature 
and independent judiciary. In Latin Amer-
ica, despite attempts by the executive to 
consolidate power in several countries, in 
most countries the legislative and judiciary 
were able to keep the executive in check 
(UNDP & Southern Voice, 2022). External 
bodies such as human rights commissions 
and other independent oversight bodies to 
check governments’ actions are also crit-
ical. These institutions must remain func-
tioning even throughout crises. 

Second, decentralized institutions are 
less likely to be able to abuse power since 
different roles and responsibilities are 
shared between different levels of gov-
ernment. In large countries with federal 
systems, subnational authorities are of-
ten better placed to put in place local-level 
pandemic response measures that reflect 
the concerns and priorities in the location. 
Local authorities, at times, were also ef-
fective in counterbalancing executive pow-
er by questioning and challenging central-
ized decisions that were not in the interest 
of local populations. Furthermore, decen-
tralized institutions have proven better at 
responding to the needs of communities 
during the pandemic and providing need-
ed health and social services. For exam-
ple, India reached millions through a vast 
network of rural local bodies (called gram 
panchayats) and frontline public officials 
(Kapur, 2021). Subnational institutions can 

implement policies swiftly in response 
to crises are essential but, at the same 
time, if sufficient oversight measures are 
not in place, the risk remains that strong 
institutions can easily abuse power and 
may not necessarily cater to marginalized 
and vulnerable populations. What are the 
characteristics of strong institutions that 
promote a balanced distribution of power 
in society? 

First, they must be institutions that 
do not abuse their legitimate power. The 
discussions across different regions 
highlighted how some governments have 
exploited the pandemic to put in place 
measures to secure their own power and 
prevent freedom of assembly and dissent. 
Furthermore, in some regions, there is 
concern that the pandemic response has 
been highly securitized: from the language 
used to the tactics applied such as the use 
of security forces in the implementation of 
curfews and use of surveillance technolo-
gy (UNDP & Southern Voice, 2022). In the 
short term, all these abusive strategies re-

»�After the pan
demic, and with 
the objective of 
a new social 
contract, the re-
balance of power 
in governance is 
needed.«

When governments criminalized non-com-
pliance with COVID-19 measures, these 
groups were especially affected (Zagmutt 
and Bohmer, 2021). The restrictions also 
particularly affected women, who make 
up a large part of the informal work sec-
tors. In addition, the pandemic placed an 
additional burden on care responsibilities 
which was for the most part absorbed by 
women. Additionally, for many govern-
ments it has proven difficult to provide 
social protection to everyone. In Asia, un-
documented persons and migrant work-
ers are a key demographic that suffered 
from additional discrimination and mar-
ginalization during the pandemic (UNDP & 
Southern Voice, 2022). These are just two 
examples to illustrate that when policies 
are not intentionally inclusive, they can 
have discriminatory outcomes. A critical 
step to address this would be to ensure 
that participation of youth, women, and 
marginalized groups are included in all 
levels of policy making and that avenues 
for increased public participation is built 
into governance processes 

Furthermore, the pandemic has shown 
us the increased importance of digital 
spaces to promote political participation. 
For example, to circumvent restrictions on 
public physical gathering, people sought 
out online platforms to exercise their free-
dom of association, assembly and expres-
sion. However, these digital spaces are 
not inclusive by design either. Disparities 
among different population groups in ac-
cess to digital spaces could also be seen 
as “a tool of social and political exclusion” 
(UNDP & Southern Voice, 2022). As more 
governance processes and means of public 
engagement and participation in political 
processes become digital, equitable ac-

play an important role in building trust in 
the public sector within society as they are 
often the ones most directly in contact with 
the population. 

Finally, strong institutions are those 
that are less vulnerable to corruption and 
capture by elites. The corruption scandals 
regarding the management of COVID-19 
resources along with government short-
comings in implementing social services 
have reinforced perceptions of a distant 
State, run by a privileged elite (UNDP & 
Southern Voice, 2022). In summary, strong 
institutions are those that are resilient 
during crises and are able to effectively re-
spond to their population, upholding good 
governance principles of transparency, in-
clusion and participation so that power is 
shared and there is sufficient oversight in 
place to ensure accountability. 

EXPLICIT AND INTENTIONAL 
INCLUSIVE INSTITUTIONS
While the previous two sections have high-
lighted the importance of systems both 
at the national and global levels, a peo-
ple-centered approach remains critical. At 
the heart of the social contract is the rela-
tionship between people and how power is 
organized. Without adequate representa-
tion and participation in decision-making 
spaces of different population groups, an 
inclusive social contract is not feasible. 
As we see increased polarization across 
all regions and countries, inclusive gov-
ernance approaches promoting tolerance 
and solidarity become even more needed.

The regional dialogues highlighted that 
COVID-19 restrictions had a disproportion-
ate impact on marginalized populations 
and excluded many lower income popu-
lations, especially daily income earners. 
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so that they can put in place effective pol-
icies that respond to the needs of citizens, 
and that respond to crises promptly. At 
the national level, governance institutions 
should strengthen systems promoting the 
distribution of power at all levels – from 
decentralization of authority to systems of 
checks and balances. But strengthening 
institutions is insufficient if these insti-
tutions are not truly inclusive, promoting 
participation and representation of differ-
ent groups. To correct the grave imbalance 
of power seen across all regions as they 
face multiple waves of the pandemic, it is 
clear that policy decisions must explicitly 
seek to address inequality and exclusion, 
both in terms of the process of design as 
well as in the outcomes. 

cess to technology and digital capabilities 
are essential to ensure inclusive participa-
tion and prevent disenfranchising those on 
the other side of the digital divide. 

CONCLUSION
The pandemic has served to refocus our 
attention on the interconnectedness of the 
world across countries and communities 
and to recognize that to effectively recover 
from this pandemic, we need to address 
inequalities: economic, social and political 
inequalities. This requires a rebalancing of 
power and renewing of the social contract. 
To implement changes in this direction, we 
must think at both a systemic and individ-
ual level. Multilateral institutions must 
provide sufficient policy space to countries 

References
Kapur, A. (2021). Four Lessons the Pandemic has taught us on Accountability. Southern Voice. Retrieved from: https://
southernvoice.org/four-lessons-the-pandemic-has-taught-us-on-accountability/

Mthembu, P. (2021). The Future of Human Rights in a Changing Multilateral System: Towards Greater Inclusivity? 
Southern Voice. Retrieved from: https://southernvoice.org/the-future-of-human-rights-in-a-changing-multilateral-
system-towards-greater-inclusivity/

United Nations. (2021). Our Common Agenda – Report of the Secretary-General Retrieved from: https://www.un.org/
en/content/common-agenda-report/assets/pdf/Common_Agenda_Report_English.pdf

Zagmutt, V., & Böhmer, M. (2021). COVID-19, Public Health, and Criminal Law: Criminalising Non-Compliance with 
Quarantines in Chile and Argentina (Occasional Paper No. 74). Southern Voice. Retrieved from: https://southernvoice.
org/covid-19-public-health-and-criminal-law-criminalising-non-compliance-with-quarantines-in-chile-and-
argentina/

Pending forthcoming publications: 

United Nations Development Programme & Southern Voice (2022 [forthcoming]). COVID-19 and the Crisis of 
Governance: The impact of the pandemic on peace, justice and inclusive institutions (SDG 16)

https://southernvoice.org/four-lessons-the-pandemic-has-taught-us-on-accountability/
https://southernvoice.org/four-lessons-the-pandemic-has-taught-us-on-accountability/
https://southernvoice.org/the-future-of-human-rights-in-a-changing-multilateral-system-towards-greater-inclusivity/
https://southernvoice.org/the-future-of-human-rights-in-a-changing-multilateral-system-towards-greater-inclusivity/
https://www.un.org/en/content/common-agenda-report/assets/pdf/Common_Agenda_Report_English.pdf
https://www.un.org/en/content/common-agenda-report/assets/pdf/Common_Agenda_Report_English.pdf
https://southernvoice.org/covid-19-public-health-and-criminal-law-criminalising-non-compliance-with-quarantines-in-chile-and-argentina/
https://southernvoice.org/covid-19-public-health-and-criminal-law-criminalising-non-compliance-with-quarantines-in-chile-and-argentina/
https://southernvoice.org/covid-19-public-health-and-criminal-law-criminalising-non-compliance-with-quarantines-in-chile-and-argentina/


192 193

Governance & DigitizationGLOBAL SOLUTIONS JOURNAL ∙ ISSUE 8

Developing country 
demands for an 
equitable digital tax 
solution
Necessary reforms in the two pillar solution
Policy brief

Author:

Abdul Muheet 
Chowdhary 
Senior Programme Officer, 
South Centre

Institution:

Social media: 
Twitter: @abdulmc 
@South_Centre

Keywords:  
OECD, digital tax, digital economy, developing 
countries, BEPS

The South Centre is the intergovernmental 
organization of developing countries that 
helps developing countries to combine their 
efforts and expertise to promote their common 
interests in the international arena.

ABSTRACT
The taxation of the digitalized economy 
is the foremost challenge in internation-
al taxation today. Countries around the 
world, especially developing countries, are 
struggling with taxing the rising profits of 
major tech giants that operate on entirely 
new business models that have made tra-
ditional international tax rules obsolete. A 
“Two-Pillar Solution” is being negotiated 
in the OECD/G20 Inclusive Framework on 
BEPS that seeks to update these rules, 
re-allocate taxing rights, and establish a 
global minimum tax. However, as it stands, 
the solution has very limited tax revenue 
benefits for developing countries and is 
administratively complex. For the solution 
to be durable, it must be equitable, and ac-
cordingly must incorporate the concerns of 
developing countries going forward. 

INTRODUCTION
International taxation has moved from be-
ing a niche, technical issue to being high 
on the global agenda. The recent Group 
of Seven (G7)1 and Group of Twenty (G20)2 
agreements prominently featured interna-
tional tax as one of the major issues in the 
global economy. A historic negotiation is 
nearing conclusion in the Organisation for 
Economic Co-operation and Development 
(OECD)/G20 Inclusive Framework (IF) on 
Base Erosion and Profit Shifting (BEPS). 
This is on the “tax challenges arising from 
the digitalisation of the economy.”

It is commonly assumed that the ne-
gotiation applies only to large tax-avoiding 
tech companies such as the FAANG (Face-
book, Amazon, Apple, Netflix and Google), 
which stand accused of avoiding around 
USD 100 billion in taxes.3 However, in re-
ality it has gone much further and seeks 

to fundamentally change international tax 
rules that govern how the “nexus” or a tax-
able presence for Multinational Enterpris-
es (MNEs) is decided and how their taxable 
profits are allocated between jurisdictions. 
The digitalization of the economy has 
meant that MNEs can generate revenues 
from jurisdictions without needing to have 
a physical presence. Further, allocating 
profits between source and residence ju-
risdictions becomes difficult when highly 
digitalized businesses barely have any 
physical assets, relying almost entirely on 
“intangibles” such as algorithms for creat-
ing value. For example, Uber does not need 
to own cars and Airbnb does not need to 
own real estate for delivering their respec-
tive services.

“TWO-PILLAR SOLUTION” –  
A HALF-HEARTED APPROACH
To solve these problems, the IF has pro-

»�Developing country 
proposals, such 
as those made by 
the Group of 
Twenty-four (G24) 
and the African 
Tax Administration 
Forum (ATAF), have 
barely received 
any attention or 
serious analysis.«
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duced a “Two-Pillar Solution.” Pillar One 
seeks to update international tax rules, 
while Pillar Two seeks to establish a glob-
al minimum tax. The G7 and G20 agree-
ments were hailed by the Western media 
as “historic,” but the contribution of devel-
oping countries has been under-reported 
at best and ignored at worst. Developing 
country proposals, such as those made 
by the Group of Twenty-four (G24) and the 
African Tax Administration Forum (ATAF), 
have barely received any attention or se-
rious analysis. 

The reality is that were it not for the 
strenuous efforts of developing countries, 
the Two-Pillar Solution would be a carbon 
copy of American proposals. Even now, 
much of the architecture of Pillar One is 
based on a US proposal titled “marketing 
intangibles.”4 This sought to redistrib-
ute only a tiny portion of total MNE prof-

its to market jurisdictions, the so-called 
non-routine, or residual profits. The US 
later also called for a very high threshold 
so only a few MNEs would be covered. It 
demanded a global turnover of over EUR 
20 billion and profitability over 10 percent. 
This reduced the number of companies 
in scope to around 100 from the earlier 
2,300 based on a EUR 750 million turnover 
threshold. 

Both these proposals now form the ba-
sic foundation of Pillar One. The present 
estimate is that profits over 10 percent of 
revenues will be considered as residual, 
and between 20–30 percent, a figure still 
being negotiated, of these will be reallo-
cated to the entire developing world. Tan-
don (2021) demonstrates the application 
of this through an example. Out of 22.5 
percent global rate of profits of Alphabet, 
Google’s parent company, taking out the 
non-routine profits (assuming a 20 percent 
reallocation) would mean only 2.5 per-
cent [(22.5 – 10) × 0.2] would be available 
for distribution to source countries. This 
distribution is expected to take place on 
the basis of sales. Hence, with 34 percent 
contribution by the Asia Pacific countries 
to global sales of Alphabet, only about 
0.8 percent [2.5 × 0.34] is to be distributed 
among them, which could be less if certain 
rules of Pillar One approach are adopted.5

Pillar Two, similarly, seeks to put in 
place a global minimum tax through four 
interlocking rules, which essentially de-
termine which country gets to tax the un-
dertaxed income. The present structure of 
Pillar Two gives the default first claim on 
this income to the developed countries and 
is again based almost entirely on a US do-
mestic law and is meant to serve American 
interests. For example, if the global mini-

»�The present struc-
ture of Pillar Two 
gives the default 
first claim on this 
income to the de-
veloped countries 
and is again based 
almost entirely 
on a US domestic 
law and meant to 
serve American 
interests.«

mum tax is agreed upon at 15 percent, and 
an MNE pays a developing country govern-
ment an Effective Tax Rate (ETR) of only 
2 percent, then the remaining 13 percent 
will be collected by the country where the 
MNE is headquartered. This is based on 
the “income inclusion” rule, which is al-
most entirely modelled on a US domestic 
measure known as Global Intangible Low-
Taxed Income (GILTI), part of the Tax Cuts 
and Jobs Act (TCJA).6 If the company is a 
Big Tech firm like one of the FAANGs, then 
the headquarter jurisdiction would be the 
US, which would collect the taxes. Only 
if the headquarter jurisdiction refused to 
collect the taxes – which is quite unlikely 
– would the “source” country from where 
the MNE generated the revenue be able to 
collect the tax.

It is no surprise therefore that even 
the OECD’s revenue estimates for Pillar 
One and Pillar Two show that developing 

countries have very little to gain. In fact 
the total gains are quite limited. Pillar One 
is expected to lead to an annual tax reve-
nue increase of a paltry USD 5–12 billion, 
and Pillar Two between USD 23–70 billion 
(Figure 1).7 This pales in comparison to 
the United Nations (UN) High Level Panel 
on International Financial Accountability, 
Transparency and Integrity for Achieving 
the 2030 Agenda (FACTI Panel)’s estimate 
of USD 500–600 billion lost annually due to 
corporate profit shifting.8 The distribution 
of gains is shown below, with high income 
countries – developed countries – the 
clear winners from Pillar Two.

It was therefore unsurprising that nine 
members of the Inclusive Framework (IF) 
did not sign up to the agreement reached 
on July 1, 2021. These have now been re-
duced to six: Ireland, Hungary, Estonia, 
Kenya, Nigeria, and Sri Lanka. Negotia-
tions continue to have their concerns tak-

Figure 1: Estimated Effect of the Two-Pillar Proposals 
Source: OECD Economic Impact Assessment, 2020
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en on board. The October 2021 implemen-
tation plan is expected to provide further 
agreements on outstanding issues. The 
“consensus” of the other IF Members is 

also suspect. Negotiators have revealed on 
condition of anonymity that countries were 
given an “accept all or reject all” ultima-
tum and so were forced to accept, even if 
they deeply disagreed with many aspects 
of the Two-Pillar Solution. It points to a 
larger systemic problem with the OECD’s 
“consensus” approach to decision-making.

Going forward, for the Two-Pillar Solu-
tion to be fair, stable, and durable, it is vital 
that the implementation plan fully reflects 
the needs of developing countries. It is 
therefore highly valuable that the future 
international tax framework be fair, with 
developing countries allowed to collect 
their fair share of the MNEs’ profits in the 
digital economy. Otherwise, it may run the 
risk of even more countries abandoning it 

and opting for unilateral measures or al-
ternative approaches such as Article 12B 
of the UN Model Tax Convention.9 Whatev-
er equitable components are there in the 
Two-Pillar Solution have been brought 
about solely due to the painstaking efforts 
of developing countries. These include 
the recognition of demand as a basis of 
profit allocation,10 nexus that does not re-
quire physical presence, profit allocation 
using an apportionment approach, rev-
enue-sourcing rules that trace it to the 
end-market jurisdictions where goods and 
services are consumed, exclusion of the 
extractive industries and the conditional 
primacy of the subject to tax rule. It is im-
portant to give developing countries credit 
for these hard-won achievements, while 
highlighting demands that have not yet 
been accepted and must be incorporated 
going forward.

CONTENTIOUS DOMAINS
More work is needed in the following ar-
eas of the Two-Pillar Solution, which need 
to adequately reflect developing country 
concerns.

Re-allocation of total MNE profit
Both the G24 and ATAF demanded the re-
allocation of a portion of total MNE prof-
it rather than categorizing it into routine 
and non-routine, which is administratively 
complex and irrational in terms of policy.11 
The G24 had called for fractional appor-
tionment, which would allocate a portion 
of the global profits of the enterprise to 
different jurisdictions based on a formu-
la that gave balanced recognition to both 
supply and demand factors and would be 
administratively simple for developing 
countries.12 ATAF proposed that the quan-

»�Going forward, 
for the Two Pillar 
solution to be fair, 
stable and durable, 
it is vital that the 
implementation 
plan fully reflect 
the needs of 
developing 
countries.«

tum to be reallocated could be a Return on 
Market Sales based on the Global Operat-
ing Margin of the MNE group, whereby the 
higher the Global Operating Margin of the 
MNE, the higher the reallocation.13

Taxing income from “routine” functions
The G24 and ATAF both argued that routine 
functions such as marketing and distribu-
tion could be carried out remotely, but as 
they would generate only “routine” profits 
these would not be reallocated to the mar-
ket jurisdictions, which would be unfair. 

As stated by the G24, it is

… illogical and inappropriate that an enter-
prise will have a taxable nexus in a market 
jurisdiction but would pay tax only when 
it earns non-routine profit. An enterprise 
engaged in providing goods/ services re-
motely, does marketing of its product, 
distributes its products say TV shows or 
movies, collects payments from customer 
and addresses customer grievances. All 
these activities, which are in the nature 
of baseline distribution and marketing 
activities can be performed remotely. It is 
therefore quite unfair (and ironical) to deny 
taxing rights in respect of such activities to 
a market jurisdiction on the ground that 
these are not performed physically when 
the very purpose of the discussion is to ad-
dress precisely this problem i.e., the ability 
of businesses to operate remotely due to 
digitalisation.14

Mandatory and binding dispute 
resolution
This has been a red line for many devel-
oping countries. Mandatory and binding 
arbitration has long been criticized for its 

structural inequities15 and remains ob-
jectionable. While a concession has been 
made to make the process elective for 
countries fulfilling certain conditions, this 
should be made elective for all developing 
countries.

Subject to Tax Rule
The Subject to Tax Rule (STTR) allows de-
veloping countries to impose a withholding 
tax on certain intracompany payments that 
have the potential for tax avoidance. This 
will come first in the rule order under Pil-
lar Two only for developing IF members, 
defined as jurisdictions with a Gross Na-
tional Income (GNI) per capita below USD 
12,535. They must request another IF 
member to incorporate the STTR into their 
bilateral tax treaty (if it exists). However, 
it is unclear how this will be enforced. 
Further, analysis by the BEPS Monitoring 
Group (BMG) has shown that the STTR will 
have limited benefits and may not result in 
any additional taxing rights under the vast 
majority of tax treaties.16

Scope of Subject to Tax Rule
The G24 has demanded that the scope 
of the STTR be as broad as possible and 
include all service payments and capital 
gains. Service payments in particular pose 
a significant tax avoidance risk to develop-
ing countries.17

Undertaxed Payments Rule
The Undertaxed Payments Rule (UTPR) 
gives source jurisdictions the right to 
deny deductions to bring the effective tax 
rate up to the minimum. Unfortunately, at 
present this is applicable only after the 
Income Inclusion Rule (IIR), which gives 
the “first claim” on undertaxed income to 
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headquarter jurisdictions – mainly devel-
oped countries. Only if they refuse to col-
lect the tax, which is very unlikely, would 
the UTPR come into effect. Thus, the UTPR 
must receive primacy in the rule order un-
der Pillar Two.

Minimum Rate
The minimum rate of 15 percent is too low. 
Countries such as Argentina have called 
for 25 per-cent and ATAF and the African 
Union have called for at least 20 percent. 
Tax justice civil society organizations such 
as the Independent Commission for Re-
form of International Corporate Taxation 
(ICRICT), the Tax Justice Network and Ox-
fam are campaigning for a 25 percent rate. 
This can contribute to higher resource mo-
bilization and support pro-growth policies 
that will help countries achieve the Sus-
tainable Development Goals (SDGs) and the 
2030 Agenda for Sustainable Development.

CONCLUSION
The Two-Pillar Solution must incorporate 
these developing country demands to be 
fair, equitable and durable. An imbalanced 
agreement that excessively favors the 

Global North at the cost of the Global South 
is unfair and faces the danger of being 
abandoned or undermined. The developed 
countries are gaining little by shielding 
large tech firms headquartered in their ju-
risdictions, as these are not paying taxes to 
them either. Major companies like Amazon, 
FedEx and Nike have paid zero in taxes to 
the US federal government. Ensuring these 
MNEs pay taxes in the jurisdictions from 
where they generate profits would benefit 
both developed and developing countries 
and place the world on a sustainable path 
to a post-COVID recovery. 

»�The G24 has de
manded that the 
scope of the STTR 
be as broad as 
possible, and 
include all service 
payments and 
capital gains.«
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As a federal enterprise, GIZ has over 
50 years of experience in a wide variety of 
areas, including economic development and 
employment promotion, energy, and the 
environment, as well as peace and security. 
GIZ works in demand around the globe – from 
the German government to European Union 
institutions, the United Nations, the private 
sector, and governments of other countries. 

The global sustainability agendas, i.e., the 
2030 Agenda, the Paris Climate Agree-
ment, and the Convention on Biological 
Diversity, call for no less than “transform-
ing our world.” Transformation refers to 
deep changes in predominant systems that 
allow for a sustainable transition towards 
“recoupled” economies in which economic, 
social, and ecological prosperity grow to-
gether and not apart, thus asking for a sub-
stantial reduction in carbon emissions and 
societal inequalities across G20 countries 
and beyond. For years, actors in academia, 
policy and practice have been calling for 
more action on “transformational change” 
through cooperation, as the international 
community has come to realize that grad-
ual changes in development pathways are 
not enough for solving the current global 
challenges such as the rise in inequality, 
loss of biodiversity and climate change.

Building on this momentum, we have 
joined forces in a GIZ-hosted dialogue se-
ries for revisiting economic paradigms and 
shifting the discourse on transformation 
from abstract concepts to practical rec-
ommendations for international develop-
ment cooperation. We perceive that it is 
not enough to nurture old or new critique 
of economic conditions and the underly-
ing economic science; nor is it sufficient to 
only point out abstract alternatives (or top-
down blueprints) for human development 
within planetary boundaries. We suggest 
fostering the development and operation-
alization of practical alternatives in inter-
national development cooperation.

For this purpose, we have structured 
our dialogues around three guiding ques-
tions, which we have tried to answer. In 
the following, we present our dialogues’ 
outcomes and call to action.
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stakeholders rather than leaving markets 
to self-regulation according to alleged 
“natural laws of economics”

– A way of working as practitioners in 
economic cooperation, embracing com-
plexity and local ownership, that facili-
tates open results, local interpretations 
and common narratives of economic 
transformation perceived to be legitimate, 
useful, meaningful, and fair.

We suggest using this vision for eco-
nomic transformation as guidance for 
transformational ambitions in interna-
tional development cooperation. How-
ever, we would also like to highlight 
that our compilation of features is by 
no means exhaustive and needs to be 
adjusted to the respective local context. 
Any addition or prioritization of features 
should be carefully evaluated by devel-
opment practitioners and their local  
partners.

HOW CAN OUR VISION BE FACILITATED 
THROUGH INTERNATIONAL 
DEVELOPMENT COOPERATION?
Second, we discussed essential aspects 
for designing and implementing trans-
formational projects for economic de-
velopment in international development 
cooperation. We considered seven design 
principles (1 to 7) the so-called Trans-
formAbilities, as drafted by GIZ,1 and we 
enriched them with two suggestions (8 
and 9) from our discussions: 

1.  Paradigm-ShiftAbility: The most 
distinctive ability is the questioning of 
recent systems, paradigms, socio-tech-
nological regimes or major narratives. 
Such change leads to new systems with 
fundamental differences that could not be 
included in old ones.

WHAT COULD A NEW ECONOMIC 
MAINSTREAM LOOK LIKE?
First, we tested the development of eco-
nomic values and norms that could con-
stitute a paradigm shift and formulated 
application-oriented criteria for our vi-
sion. We then reached a consensus on 
the following essential features for a new 
economic mainstream in international de-
velopment cooperation: 

– A market economy with private, co-
operative, municipal, and purpose-orient-
ed enterprises complemented by global 
trading systems serving the common 
good, and thus all dimensions (ecological, 
social, and economic) of development

– Growth up to sufficiency and at op-
timal size in line with natural regenera-
tive potential and common-good balance 
(equality, fairness, poverty alleviation)

–  Cooperative incentive structure 
based on creating maximum, long-term 
use value of products and services

– Stakeholders (those who produce, 
provide, and use products and services) 
in the corporate environment are main 
beneficiaries of economic development as 
opposed to mostly detached shareholders

–  Democratic co-development of 
economies’ purpose and functioning with 

»�The global sus
tainability agendas 
call for no less 
than ‘transforming 
our world’.«

(counter)productive dynamics, as well as 
mutual influence and power structures. 
Reciprocal relationships (vertical and 
horizontal) are crucial for the success of 
transformational interventions and help in 
balancing the complex system dynamics.

8. Capacity-FacilitateAbility: Without 
the adequate capacity to absorb a change 
into a new mainstream, paradigm or nar-
rative, transformation is not going to be 
sustained over time. Thus, transforma-
tional interventions should also aim at 
facilitating capacity across multiple levels.

9. Social-JusticeAbility: Changes to a 
new mainstream, paradigm, or narrative 
require considerable adaptation and re-
distribution within society. The ability to 
foster social justice, through a focus on 
equality and a “leave no one behind” prin-
ciple, is crucial in interventions promoting 
radical change.

We encourage every development 
practitioner and their local partners to 
consider these abilities in the design and 
implementation of transformational proj-

2. MainstreamAbility and ScalAbility: 
Without a large-scale change to a new 
mainstream, paradigm or narrative; there 
would be no transformation. Interventions 
should actively try to catalyze a scaling to-
wards a broader mainstream.

3. SustainAbility and ResilienceAbility: 
Another crucial ability of an intervention is 
to facilitate the stabilization and resilience 
of a new regime, paradigm or narrative to 
increase its chances of remaining sus-
tained over time. 

4. MultidimensionAbility and Multi-
levelAbility: Transformations may occur 
in one or more dimensions. The ability of 
an intervention to address multiple dimen-
sions such as policy, technology, markets 
or societal norms is therefore essential. 
Additionally, interventions should consider 
the interactions between and the impact 
of the micro-, meso- and macro-level 
to achieve a cross-cutting and broader 
impact.

5.  Social-ChangeAbility: As various 
social layers and levels can show tre-
mendous resistance towards a new re-
gime, paradigm or narrative, a deliberate 
approach to anchoring them within the 
broader society is required.

6. ComplexAbility and AdaptAbility: 
Transformational interventions should be 
able to address some of the basic char-
acteristics and dynamics of complexity. 
These are the ideas of emergence (the 
system is more than its parts), nonlinear 
behavior and dynamics, as well as un-
certainty and unpredictability in the sys-
tem. The ability to adapt continuously to 
changing contexts (adaptive management) 
is closely related.

7. ReciprocAbility: Complex systems 
consist of countless interdependencies, 

»�The most distinc-
tive ability is the 
questioning of 
recent systems, 
paradigms, socio-
technological 
regimes, or major 
narratives.«
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or mainstream as clearly as possible (for 
example in the form of a common vision). 
The extent to which the transformation dif-
fers from incremental changes or reforms 
as part of “business-as-usual” should be 
highlighted as well. Additionally, all per-
spectives and forms of knowledge should 
be considered in order to outline why the 
new paradigm narrative or mainstream is 
more sustainable in comparison to the re-
cent one. Lastly, measurement criteria for 
success and progress towards the desired 
transformation should be clarified.

2. Let transformational ambitions 
and a new mainstream emerge!
This action consists of mapping and 
co-creation exercises in the local context. 
First, development practitioners should 
map existing societal and political narra-
tives that could be linked to the transfor-
mative ambition. Second, the vision for a 
better paradigm, narrative or mainstream 
should be jointly developed with relevant 
stakeholders building on the preceding 
mapping of predominant societal and po-
litical narratives. Finally, local education 
and communication for social change-for-
mats should be mapped for broad dis-
semination of transformational ambitions 
across society.

3. Create partnerships for 
and of change!
Partnerships are essential for the sus-
tainability of transformational ambitions. 
Thus, development practitioners should 
try to find permanent professional and 
locally recognized support and resourc-
es for the envisioned transformation. 
These local partnerships should be built 
on genuine cooperation, reciprocity and 

ects for economic development across 
countries. 

HOW CAN ECONOMIC 
TRANSFORMATION BE 
OPERATIONALIZED IN PROJECTS?
Third, we focused on turning the previous 
ingredients (our vision and the extended 
TransformAbililites) into an actionable 
approach for transformational interven-
tions in economic development coopera-
tion. In conclusion to our joint reflections, 
we compiled a set of five guiding actions 
that can help development practitioners 
and their local partners stay on the path 
towards transformation. The follow-
ing paragraphs present our visionary  
results:

1. Ask yourself the crucial questions 
for transformation!
In the beginning, development practi-
tioners and their local partners should 
identify the reasons why the recent para-
digm, narrative or mainstream cannot suf-
ficiently serve sustainable development in 
the respective field(s). They should define 
the intended transformation to which fun-
damentally different paradigm, narrative 

»�Ultimately, we 
trust our sugges-
tions to improve 
the future of 
people, planet 
and prosperity.«

complementarity between local actors 
and stakeholders. A constant focus in the 
interventions should lie on creating part-
nerships, meaning that project planning 
and impact promises, which are hard to 
predict, take a secondary role in transfor-
mational projects. Moreover, development 
practitioners should act in flexible, adap-
tive, and iterative ”knowledge-to-action” 
cycles (in which established facts inform 
transformational ambitions). Above all, 
securing learning and capacity develop-
ment on all sides, while letting transfor-
mative ambitions emerge and grow jointly, 
should be treated as a crucial factor for 
success.

4. Enable a new paradigm, narra-
tive or mainstream, as well as social 
change of values, norms, beliefs, and 
behaviors!
Without social change, transformation-
al ambitions are doomed to fail. For this 
reason, development practitioners should 
find local change agents in different di-
mensions and at different levels and sup-
port them to catalyze broad social change. 
For this, interventions should identify and 
target early adopters and bridge gaps with 
other followers to induce exponential dif-
fusion of innovations. Complementarily, 
fundamental decisions in politics and so-
ciety, as opposed to incremental changes 
or reforms, should be supported and the 
redefinition and allocation of public and 
private finance towards transformational 
ambitions facilitated.

5. Work on the resilience of a new 
paradigm, narrative or mainstream!
Finally, resilience plays a central role in 
our actions. For increasing resilience of a 

new paradigm, narrative or mainstream, 
development practitioners should advance 
contributing factors, which may differ lo-
cally, such as education, research and 
development, financing instruments or 
platforms of knowledge. Additionally, in-
terventions should prioritize social justice 
through establishing feedback and sol-
idarity mechanisms, inclusion, and em-
powerment of marginalized groups, focus-
ing on instruments reducing vulnerability 
and inequality and others.

We urge you to use these actions in de-
velopment practice, which will ultimately 
facilitate beneficial change for all through 
transformational ambitions in economic 
development cooperation. Lastly, we would 
like to summarize our results and call to 
action.

A CALL TO ACTION
We, the members of the GIZ-hosted dia-
logue series “How to Unleash Transfor-
mation in Economic Development Coop-
eration?” came together in a collaborative 
process to revisit economic paradigms and 
shift the discourse on transformation from 
abstract concepts to practical recommen-
dations for international development 
cooperation.

We agreed on a common vision for 
economic transformation in development 
cooperation, as well as nine design princi-
ples and an actionable approach for facil-
itating economic transformation through 
projects in development practice. Our 
common vision for a new economic par-
adigm focuses on sustainability and the 
common good in society.

We call on you, the development ex-
perts and practitioners from the G20 coun-
tries and beyond, to take our suggestions 
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THE CURRENT SITUATION
One figure clearly illustrates the current 
health care situation in Ethiopia: There 
is only one doctor for every 10,000 in-
habitants in the country. In comparison, 
Germany has about 40; Iran, 16; and the 
Philippines, 6 (WHO 2021). The rural areas 
of Ethiopia in particular are underserved. 

Child and maternal mortality rates are 
significantly affected by this shortage of 
doctors, as are the rates of malaria and 
tuberculosis. For this reason, Ethiopia 
has expanded its health care system more 
than almost any other African country over 
the last 15 years. Massive investments 
were made in new and established medi-
cal faculties as well as in the development 
of rural health care. Ethiopia’s system of 
health extension workers (HEWs), which 
has its roots in the 1970s, is considered a 
model for many African countries. Today, 
there is a health post in the vast majority 
of Ethiopia’s 17,000 village communities. 
There, about 45,000 community members 
who have basic health training take on 
disease-prevention tasks; educate people 
about contraception, nutrition, circumci-
sion, and hygiene; and vaccinate people, 
something that is reserved for trained 

»�Ethiopia has ex-
panded its health 
care system more 
than almost any 
other African 
country over the 
last 15 years.«

medical personnel in other countries (As-
sefa et al. 2019).

Under this approach, Ethiopia’s health 
care system managed impressive results 
in the last few decades, despite the eco-
nomic and political difficulties the country 
has faced: While in 2009, 87 out of every 
1,000 children in Ethiopia died before their 
fifth birthday, today that figure has de-
clined to 50 (Unicef 2021). Significant suc-
cesses have also been achieved in the fight 
against HIV, polio, tetanus, measles, and 
tuberculosis. Access to medicine, drinking 
water, vaccination programs, and malaria 
protection has been improved. Today, al-
most every Ethiopian is within a two-hour 
walk of a local health clinic. An affordable 
health insurance system is also under 
development.

URBAN AND RURAL REALITIES
One of the main goals of the Ethiopian 
Ministry of Health is to further reduce the 
inequalities in health care between differ-
ent regions in Ethiopia and between ur-
ban and rural areas. Planning human re-
source developments in the health sector 
for years to come is a herculean task for 
the federal government of Ethiopia, given 
the constraints of the health system and 
budgets. According to the World Health 
Organization’s Global Health Expenditure 
database, in Ethiopia, only around US$24 
per capita was spent on health expendi-
tures in 2018 (in comparison, Mexico spent 
US$521 that same year). Improving the 
difficult health situation in a country with 
111 million inhabitants with these meagre 
resources seems impossible (WHO 2021). 

However, even with these constraints, 
Ethiopia has managed to establish a health 
care system based on primary health care 
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“significant improvements in health out-
comes during the era of the Millennium 
Development Goals.” In summary, “there 
was a 67% reduction in under-five mor-
tality; a 71% decline in maternal mortality 
ratio; a 90% decline in new HIV infections; 
a decrease in malaria-related deaths by 
73%; and a more than 50% decline” in 
mortality due to tuberculosis between 
1990 and 2015. HEP “has enabled Ethio-
pia to achieve significant improvements in 
maternal and child health, communicable 
diseases, hygiene and sanitation, knowl-
edge and health care seeking” (Assefa et 
al. 2019).
Although the health-related problems in 
Ethiopia are still substantial compared 
with those in the Global North, the country 
has become a benchmark for many African 
countries over the last decade. Many dele-
gations from Sub-Saharan countries travel 
to Ethiopia to learn more about its health 
care policy and HEP. 

Like many other African governments, 
the Ethiopian government is aware of the 
significant potential that comes with digi-
tal education. Experts in the directorate of 
Human Resources for Health in the federal 

(health posts, health centres, and primary 
hospitals), and all major cities have hospi-
tals with specialized physicians. Although 
the distribution of hospitals (primary, 
general, and tertiary) is spread across the 
country, a high share of Ethiopia’s med-
ical doctors live and work in the capital, 
Addis Ababa. In contrast, access to mod-
ern health care is limited in many rural 
areas, where about 80% of the population 
lives, and most receive little income from 
farming.

In 2003, Ethiopia started to build its 
Health Extension Program (HEP). The 
government trained tens of thousands 
of HEWs and assigned them to primary 
health care units (PHCUs). Today, more 
than 42,000 government-salaried female 
HEWs are deployed in the country, partic-
ularly in rural areas. They are assigned 
to health posts, in villages (“kebele”) with 
populations ranging from 3,000 to 5,000 
inhabitants. Five health posts and a health 
centre work in collaboration and form the 
PHCU that serves about 25,000 people.

SIGNIFICANT IMPROVEMENTS
The results have been very positive: A 
survey undertaken by the University of 
Queensland, Australia, and the Insti-
tute of Tropical Medicine, Belgium, sees 

»�Digital offerings 
are expected 
to bring about 
a major leap in 
quality, quantity 
and efficiency.«

Child mortality in Ethiopia

at Lecturio’s production studios. The re-
sult is more than 10,000 videos covering 
the full medical curriculum, from anat-
omy to pharmacology to surgery, taught 
by educators from renowned schools and 
universities, including Harvard, Johns 
Hopkins, Imperial College, University 
College London, and Yale. The interactive 
learning platform itself was developed by 
IT experts in Germany, the United States, 
and Bulgaria. It is based on learning sci-
ence and comprises artificial intelligence 
functionalities, 3D models, thousands of 
clinical case questions, and deep analytics 
for both learners and administrators. Ed-
ucators get to know their students’ learn-
ing progress and can use a secure online 
exam system. 

One aspect was particularly import-
ant for Ethiopia—the platform’s learning 
apps also work offline. Users can down-
load contents beforehand and access them 
wherever they are, even in rural areas 
without internet connection—an import-
ant tool in Ethiopia, where infrastructure is 
an issue, especially in more remote areas. 
The goal that the Ministry of Health and 
Lecturio agreed on in 2019 was to support 
thousands of Ethiopian medical students 
online, including a train-the-trainer pro-
gram, as well as the local production of 

Ministry of Health understand that digitali-
zation offers enormous opportunities. 

For example, digital innovations can 
enable tens of thousands of students, 
medical personnel, and community work-
ers to participate in training programs. 
Costs for instructors, travel, accommoda-
tion, and food can be reduced enormously. 
Although parts of the education and train-
ing would continue to take place in small 
seminar groups on-site, digital solutions 
are expected to bring about a major leap in 
quality, quantity, and efficiency. e-learning 
programs can reach even the most remote 
parts of the country, and staff no longer 
must travel for days to attend workshops. 
Depending on the time of year and the 
road conditions, just getting to Addis Aba-
ba can take days, as Ethiopia is four and a 
half times the size of Great Britain.

Doctors and health workers are over-
loaded at work, every day. In-service 
e-learning can be part of the solution. 

FRUITFUL MEETINGS
Understanding this potential, it took the 
Ministry of Health and Stefan Wisbauer, 
co-CEO of the German online learning 
platform Lecturio, only a few hours to 
agree on a joint plan for a large-scale ca-
pacity-building intervention. The depart-
ment of Human Resources for Health is 
responsible for the education and training 
of all state health personnel in Ethiopia—
for the employees of health posts in 17,000 
villages as well as for training doctors at 
the university level. Lecturio outlined a 
very useful solution for Ethiopia: complete, 
online medical and nursing curricula. 

Since 2015, world-class lecturers have 
flown to Leipzig, Germany, every year to 
produce comprehensive learning videos 

Digital education for blended learning and 
flipped classroom approaches
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disruptions, such as the country’s 2020 
elections and the ongoing civil conflict, the 
project has been moving along well. Today, 
more than 9,300 students and faculty are 
actively using the e-learning platform, the 
video tutorials were produced with local 
partners in Addis Ababa, and thousands 
of students and educators have attended 
webinars, where they learn how to use the 
platform and integrate it into their daily 
routines, along with flipped classroom and 
blended-learning strategies. 

The digitalization of education and 
learning processes has been acknowl-
edged as a challenge and a significant 
culture change in many Ethiopian univer-

sities. Like St. Paul’s Hospital Millennium 
Medical College in Addis Ababa, other 
universities have a change management 
centre for digital health education in place, 
as they understand that continuous project 
work is necessary for success. 

It is not only older professors who have 
difficulty making the switch to digital. Doc-
tors and lecturers are usually extremely 
busy, and it’s not always easy to find the 
time or inclination to integrate innovations 

video tutorials for medical equipment use 
and maintenance for technical assistants 
and nurses. 

To help jumpstart this innovative ap-
proach, the German Federal Ministry for 
Economic Cooperation and Development 
(BMZ) and the German Society for Inter-
national Cooperation (GIZ) got on board. 
Working systematically with universities 
across a large country such as Ethiopia on 
an e-learning project was a new undertak-
ing, and interest was high. A public–private 
partnership was forged to make the proj-
ect financially feasible; it began its work in 
mid-2020. The BMZ highlighted the project 
under its Strategic Partnership Technology 
for Africa as a “project with developmental 
added value,” like Volkswagen’s engage-
ment in Rwanda and that of the German 
software giant SAP in 10 African countries 
(BMZ 2021). 

MORE THAN 9,300 ACTIVE LEARNERS 
AFTER 1.5 YEARS
A year later, 21 state medical faculties in 
Ethiopia are equipped with a dedicated 
digital medical teaching platform. Despite 
its launch in the middle of a COVID-19 pan-
demic lockdown, as well as several other 

»�Digitization of 
the education and 
learning processes 
has been acknowl-
edged as a chal-
lenge and cultural 
change.«
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into daily routines. However, at St. Paul’s, 
for example, that was never left to the 
whims of faculty members. To integrate 
Lecturio into their operations, St. Paul’s 
offered orientation and training seminars 
for the directors of each department, and 
then their staff, and the university kept 
track of who attended.   

Although almost every student has 
a smartphone or a tablet in Ethiopia, in-
frastructure is still a complex issue. In-
ternet connectivity can be expensive and 
is not available everywhere. St. Paul’s 
therefore provides free Wi-Fi access to 
its students on campus. Unfortunately, 
however, that doesn’t help when students 
are in COVID-19 lockdown far away in the 
countryside. Yet user data and personal 
interviews show that most students have 
found ways to overcome these hurdles—by 
using internet hotspots, cafés, libraries, or 
with private wifi contracts, which cost €10 
or more per month, a significant sum for 
many Ethiopians (Mükke 2021).

“All over the country, Ethiopian medical 
students had to deal with huge disruptions 
in both 2020 and 2021. Some of these diffi-
culties are still ongoing, such as COVID-19 
and weak internet accessibility. But with 
this medical learning platform, many 
thousands of us managed to stay with-
in the learning mode and process,” says 
Bekele Abera, chair of the Student Council 
and president of medical students at Addis 
Ababa University. The rapid uptake of Lec-
turio offerings by Ethiopian students also 
underscores the urgent need for innovative 
digital teaching in their medical schools. 
More and more, flipped classrooms and 
blended learning are part of the new nor-
mal in many Ethiopian universities today, 
says Abera. 

Lecturio and the Ethiopian Ministry of 
Health are now developing new education-
al content formats for HEWs, broadening 
their cooperation to address health care 
capacity building in both “top-down” and 
“bottom-up” ways.
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At PwC, our purpose is to build trust in 
society and solve important problems. We’re 
a network of firms in 156 countries with over 
295,000 people who are committed to delivering 
quality in assurance, advisory and tax services. 
PwC refers to the PwC network and/or one 
or more of its member firms, each of which is 
a separate legal entity. 

Institutions at every level, local to global, 
are facing a barrage of grievances against 
them unlike any time in recent history, 
both because of the severity of the accusa-
tions against them as well as the breadth 
of institutions involved: elections are bro-
ken and governments are corrupt; the po-
lice are brutal and racist; governments are 
unwilling and unable to protect their con-
stituents from a virus; political systems 
stifle cultural differences and economic 
innovation; tax and legal codes favor the 
rich and influential, while punishing the 
poor; higher education is just for the elite 
and suppresses dissent; the economic 
system is deliberately designed to make 
the wealthy richer and destroy the middle 
class; student debt is crushing individuals; 
the media is a deep pool of disinformation; 
big problems, like climate change and ed-
ucating young children, serve as political 
talking points but nothing more. 

Vilified or not, institutions at all lev-
els of society, from those that make our 
towns and cities work to those that nav-
igate critical global issues, are essential 
to our way of life. They provide the order 
and predictability that allow societies to 
operate and thrive. A society anchored by 
unreliable and inconsistent institutions 
— for instance, incoherent legal or po-
licing systems or food, drug and airplane 
safety regimes — would be chaotic and 
unsustainable. 

Yet now institutions are broadly stum-
bling. And as widely divergent as insti-
tutions appear to be, discussions about 
ways to fix them tend to be parsed and 
specific, focusing on what an individual 
institution can do to repair itself. That ap-
proach ignores a surprising and heterodox 
conclusion that emerges from a closer ex-

amination: at all levels of society, institu-
tions – from multilaterals to national gov-
ernments and local police or educational 
systems – are failing for the same two 
reasons. First, the world is fracturing, cre-
ating stress on institutions that were de-
signed to operate in a more unified world. 
Second, the pace of technology (which 
bears some blame for global polarization 
and the inherent disparity at the heart of 
much institutional distress) is accelerating 
wildly and institutions are unable to keep 
up. To repair institutions, we need to focus 
on common solutions to these twin trends. 

THE BURDEN OF POLARIZATION
More than anything else, global and local 
fracturing is sapping the effectiveness of 
institutions. Rapidly spreading polariza-
tion has replaced the concept of collec-
tive responsibility with self-interest and 
transformed open discussion into argu-
ments with immoveable points of view. On 
a grand stage, ideological fracturing was 
behind the US decisions between 2017 and 
2020 to pull out of several international 

»�At all levels of 
society, institu-
tions are failing 
for the same two 
reasons – the 
world is fracturing 
and the pace of 
technology is ac-
celerating wildly.«
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ter, Google or Tik Tok, in which facts (and 
disinformation) travel around the world 
in seconds and good and bad activism 
emerge from 280 characters, the techno-
logical sophistication of institutions simply 
cannot keep up. As a prime minister’s aide 
told me: “Platforms are increasingly mar-
ginalizing the basic role of government. 
For instance, the idea of doing a census 
seems such an old-fashioned tool for in-
forming political and economic decisions. 
Google and its counterparts have better 
information in real time, every day. And 
if defense is increasingly a matter of pro-
tecting information and networks driving 
our real economy, who is better prepared 
to serve that role, us or the large platform 
companies?” 

Increasingly, technology companies 
have gained global ubiquity and accumu-
lated vast amounts of personal data to 
reshape every facet of personal life. In-
stitutions that used to be crucial to safe-
guarding and driving progress in each of 
these areas are now more often than not 
bystanders or, worse, impediments to im-
provement. Most national communications 
agencies had their founding in the era of 
radio, for example, and simply have not 
been able to keep up with today’s media. 

FIXING SHORTCOMINGS 
Institutions that hope to play a central, 
trusted role for their constituencies must 
find new ways of operating in a world that 
has changed. There are three essential 
steps that all institutions, regardless of 
level, must take immediately. 

1) Design specifically for a fractured 
world. Institutions must restyle themselves 
around the notion that people no longer 
share beliefs or fact bases. They must 

agreements and multilateral institutions, 
including the Iranian nuclear non-prolifer-
ation accord, the UN Human Rights Coun-
cil, and the World Health Organization. 

In local communities, polarization is 
hindering the ability to find meaningful 
solutions, whether it is making policing 
and local judicial systems more equitable 
or reforming education systems to become 
more adaptive and relevant for a digital fu-
ture. In each instance there appears to be 
no common ground from which to begin 
conversations, even regarding their man-
date, priorities or how to begin to address 
the problems, not because of the legiti-
macy of the argumentation but because 
of what the “other side” represents. As a 
result, essential reform is extremely diffi-
cult to progress as inequities and needs of 
local communities continue growing. 

TECHNOLOGY’S ROLE
Global fracturing is in part a by-product of 
technological transformation. In an infor-
mation environment increasingly dominat-
ed by platforms, such as Facebook, Twit-

»�In an information 
environment in-
creasingly domi-
nated by platforms 
[…] the technologi-
cal sophistication 
of institutions 
simply cannot 
keep up.«

adaptation challenge will become. Insti-
tutional simplicity is essential in an in-
creasingly complex and ambiguous world, 
where change is difficult. 

Instead of giving in to the pressure to 
expand their mandate, institutions should 
return to their roots and then innovate 
quickly. They must develop new creative 
approaches to interact with and serve con-
stituents that emphasize their value and 
reemphasize their purpose, outpacing the 
ability of technology to weaken the insti-
tution’s relevance. This is not easy, as re-
adjusting investments to focus on the core 
will entail harm to other interests being 
met by overextended institutions. 

3) Learn to lead differently. As a result 
of these two inherent challenges – polar-
ization and technology acceleration – in-
stitutions are also facing another crisis: 

inadequate leaders. To successfully repair 
their institutions, leaders must embody 
and negotiate a set of apparent paradox-
es. They must be capable of making deci-
sions quickly and decisively but be humble 
enough to change course when they make 
mistakes. They must be sufficiently savvy 
about the world to understand its inter-
connectedness and political structures 

forge new mechanisms for finding com-
mon ground in an era that values polar-
ization over collaboration, smoothing over 
differences and combating disinformation 
on social media, impairing their ability 
to provide services. These mechanisms 
include small committees, collaborative 
and rotating leadership, and consensus 
debates for airing evidence and viewpoints 
but not false facts. The goal is engagement 
with constituents to understand where the 
disagreements are and, perhaps more im-
portantly, the few areas where agreement 
exists. Focus the institution’s work on the 
most important of those areas and where 
people can agree upon truth. 

For example, while tensions are rising 
between nation states across a growing 
range of issues, they share a few import-
ant domains — climate, space, and the in-
ternet, among others — in which all coun-
tries have a common, existential interest. 
Multilaterals will be crucial in these areas 
as they require intense and broad focus to 
be addressed. 

2) Remember the core mission and in-
novate dramatically. US elementary and 
secondary school programs have expand-
ed their realm so much that, in aggregate, 
only 60 percent of their budgets are spent 
on instruction.1 The Dean of the Blavatnik 
School of Government at Oxford University 
once stated that the World Health Orga-
nization, which has the budget of a large 
American hospital, allocates approximate-
ly 80% of its budget to critical things, not 
central to its core mission.2 This is not to 
say that the needs they are addressing 
do not matter, just that the broader the 
mandate any single institution assumes 
the harder it will be to reach consensus 
on how to adapt and the more difficult the 

»�Institutions must 
restyle themselves 
around the notion 
that people no lon-
ger share beliefs 
or fact bases.«
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leaders, New Zealand’s prime minister 
Jacinda Ardern deftly managed the tension 
between strategy and execution in virtually 
sidestepping the pandemic. 

The task of these leaders is not an 
envious one. They need to dramatically 
rethink and recreate their institutions to 
address increasingly complex and ambig-
uous problems, with constituents who do 
not agree, a continuously changing tech-
nology environment and growing distrust 
of the organizations for which they have 
responsibility. It is in such times that his-
tory shows leaders emerge. Here is hoping 
they do now, before it is too late, and the 
world gives up on its institutions. History 
shows only bad things happen when that 
occurs.

and create meaningful local impact. They 
must be good at both thinking strategical-
ly and executing flawlessly. They must be 
traditional and innovative – and fluent in 
competing in a technology-driven world 
while ensuring that individuals benefit but 
are not harmed by technology. 

In the noise of the COVID-19 pandem-
ic, a handful of exemplars of paradoxical 
leadership stood out. Pfizer chair and CEO 
Albert Bourla combined respect for tra-
dition and innovation by rolling out a new 

R&D approach that used artificial intel-
ligence to accelerate drug development 
and testing,3 simultaneously developed 
candidate vaccines and built manufactur-
ing capacity4 well ahead of approval, while 
surpassing the standards for impartial and 
accurate drug development. This allowed 
Pfizer, working with BioNTech, to produce 
the first approved COVID-19 vaccine in the 
U.S. and get it to the market at a speed 
we have rarely seen. And among global 

»�Institutions 
that hope to play 
a central, trusted 
role for their 
constituencies 
must find new 
ways of operating 
in a world that 
has changed.«

1	� Aaron Smith, Jordan Campbell, Christian Barnard, and Jude Schwalbach. “K-12 education spending spotlight: 
An in-depth look at school finance data and trend,” 30 September 2021, Reason Foundation, https://reason.org/
commentary/k-12-education-spending-spotlight/

2	� Global Solutions Summit panel, “What can the G20 do: Multilateral Cooperation in a New Global Order.” 2021, 
https://www.global-solutions-initiative.org/video/what-can-the-g20-do-multilateral-cooperation-in-a-new-
global-order/

3	� Pfizer, “How a novel ‘incubation sandbox’ helped speed up data analysis in Pfizer’s COVID-19 vaccine trials,” 
https://www.pfizer.com/news/articles/how_a_novel_incubation_sandbox_helped_speed_up_data_analysis_in_
pfizer_s_covid_19_vaccine_trial

4	� Pfizer, “Shot of a lifetime: How two Pfizer manufacturing plants upscaled to produce the COVID-19 vaccine in 
record time,” https://www.pfizer.com/news/articles/shot_of_a_lifetime_how_two_pfizer_manufacturing_plants_
upscaled_to_produce_the_covid_19_vaccine_in_record_time
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Founded in 1914, the Kiel Institute for the 
World Economy (IfW) is among the first 
research institutes specifically devoted 
to the study of global economics matters. 
Today, it investigates drivers and effects of 
international economic activity, the integration 
and disintegration of global markets as well 
as opportunities and limits of political action 
in open economies. It thus thrives to develop 
practical solutions for global economic 
challenges that are compatible with open 
markets and competition while taking account 
of everyone’s standard of living.

Social cohesion is considered a key goal 
for policy. Social cohesion has been con-
ceptualized as the capacity of a communi-
ty to express mutual solidarity in tangible 
forms and for its citizens to feel, as well 
as be, included in society. Such a sense of 
inclusion goes hand in hand with trust in 
institutions and in fellow citizens (Grimal-
da & Tänzer, 2018). Measurements for 
both variables have shown a staggering 
downward trend over the past decades. In 
the US, the share of respondents to the 
General Social Survey who answered that 
they trusted others has dropped from 80% 
in 1960 to 20% today. The Edelman Trust 
Barometer (2021), covering 28 countries 
worldwide, also recorded a downward 
trend during 2020, with China registering 
the largest drop in trust among all coun-
tries. Trust in governments is also show-
ing a declining trend in countries covered 
by the World Value Survey. Governments 
are the least-trusted societal leaders 
among the seven categories considered 
by the Edelman Trust Barometer (2021). 
Trust in international institutions such as 
the IMF or the World Bank is even lower 
than trust in national governments. Per-
haps even more worryingly, the democrat-
ic form of governance is also being ques-
tioned. The share of World Value Survey 
respondents answering that a political 
system with “a strong leader who does 
not have to bother with parliament and 
elections” is “very good” or “fairly good” 
was growing rapidly in nearly all Western 
countries and reached an all-time high of 
37% of respondents in the US in 2017, on 
par with Russia. 

Can this worrying trend be reversed? 
Perhaps surprisingly, social psycholo-
gists argue that it is precisely in times of 

existential threat to a population that so-
cial cohesion can be expected to increase 
(Thornhill & Fincher, 2014). The reason is 
that, during our evolutionary past, human 
altruism has been shaped by the need to 
cooperate with one another when group 
survival is at risk, like during exposure to 
diseases, climatic threats, or war (Choi & 
Bowles, 2007). A review article investigat-
ing the effects of exposure to war conflict 
(Bauer et al., 2016) demonstrates exactly 
such points. Exposure to warfare triggers 
higher prosociality. However, prosociality 
tends to have an inward-oriented char-
acter. That is, it tends to favor others be-
longing to groups with which one identifies 
(such as national groups) at the expense of 
other groups. In fact, it has been argued 
that the high levels of trust observed in 
the aftermath of WWII were the results of 
the surge in social cohesion experienced 
during wartime. 

Does the same hold in time of 
COVID-19? A research group of which 
I was part tried to test precisely the ex-
tent to which individuals were willing to 
help others in a tangible way in relation 
to the COVID-19 pandemic. Participants of 
an online study conducted in the US and 
Italy were given $5/€4 as an unexpected 
bonus and were asked if they wanted to 

»�It is in times of 
existential threat 
to a population 
that social cohe-
sion can be expect-
ed to increase.«
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donors to the national charity and the lo-
cal charity, respectively. Another result of 
the study was that people directly exposed 
to COVID-19 – in the sense that they had 
been infected or had family members or 
acquaintances who had been infected or 
had died from COVID-19 – were more like-
ly to donate and donated larger amounts. 
Exposure to contagion increased the prob-
ability of donating by 11%, and increased 
the amount donated by 9%. 

Two lessons may be drawn from this 
study. This evidence is indeed consis-
tent with the theory that social cohesion 
increases when an existential threat is 
looming. Even if the stakes were low, most 
people decided to donate something to 
people suffering from COVID-19. Second, 
altruism was overwhelmingly parochial. 
Even people who stated that their great-
est source of attachment was the nation, 
as opposed to the local or global level, 
donated to the local charity. This finding 
suggests that whatever global effort is 
constructed to address world-wide crises, 
it will have to consider the markedly pa-
rochial character of cooperation observed 
in our study. 

The results of this study were some-
how reflected in practice. Individuals and 
government expanded their solidarity 
during the pandemic. However, such a sol-
idarity had a distinctive national character. 
Nationalism could be observed in the glob-
al management of vaccines. Rich countries 
formally supported and funded the COVAX 
initiative, aiming to distribute vaccines to 
low and middle-income countries world-
wide. On the other hand, though, rich 
countries hoarded available vaccines for 
the benefit of their own population. As a 
result, while in July 2021 the Global Alli-

donate any portion of it to charities active 
in COVID-19 relief at the local level (states 
in US/ regions in Italy), national or global 
level (Grimalda et al., 2021a). Any amount 
not donated was kept by the participant. 
Donating money is the quintessential 
altruistic action. Individuals give up own 

resources with no immediate benefit for 
themselves, but with beneficial effects 
for others. Overall, 31% of people acted 
selfishly and donated nothing. However, 
people who donated gave up 59% of their 
endowment. The most favorite charity 
was the one active at the more local lev-
el, which was selected by 37% of partic-
ipants, followed by the national charity 
and the global charity, selected by 19% 
and 13% of participants, respectively. 
Hence, in spite of COVID-19 being depict-
ed as a global cooperation problem, only 
a fraction of people donated at the glob-
al level. At the intensive margin, though, 
people donating globally were the most 
generous, as they gave 70% of their en-
dowment, against 60% and 54% given by 

»�Whatever global 
effort is construct-
ed to address 
global crises, it 
should consider 
the parochialism 
of human 
psychology.«

foster an urgent plan for a global social 
protection scheme able to match up the 
fiscal needs of LMIC.

Both vaccine nationalism and stag-
gered economic recoveries, i.e., letting 
rich countries recover from the cri-
sis ahead of all others, are examples 
of strategies that are both myopic and 
counterproductive. Epidemiologists have 
argued that vaccinating the whole world 
population was in the long-term interest 
not only of low and middle-income coun-
tries, but also of high-income countries 
(Yamey, 2021). The reason is that the risk 
that a variant will eventually develop in 
areas at low vaccination rates and spread 
around the world is very high, as indeed 
has happened with the Omicron variant. A 
worldwide containment strategy would be 
much more effective than national ones. 
Likewise, putting national interests ahead 
of international interests economically is 
a sub-optimal strategy. Given the high 
interdependence of economies through 
global supply chains, a slowdown in a 
country may create a domino effect on 
all other countries that are connected to 
it. The current slowdown in the economic 
recovery is caused by supply bottlenecks 
that are, at least partly, related to the per-
during incapacity of low and middle-in-

ance for Vaccines and Immunization (GAVI) 
estimated that Covax would deliver 2.2 bil-
lion doses by January 2022,1 this estimate 
had to be reduced in December to 1.2 bil-
lion.2 At the time of this writing, only 9% of 
people in low-income countries3 had re-
ceived at least one vaccine dose, compared 
to 77% in high-income countries.

On the fiscal side, governments from 
many countries expanded their aid pro-
grammes to citizens negatively affected by 
the pandemic, at the cost of large public 
deficits. According to Eurostat,4 the gov-
ernment debt-to-GDP ratio increased by 
13% in the EU in 2020, reaching the high-
est level of debt ever recorded. A deficit of 
similar size was also experienced in the 
US. Global aid paled in comparison with 
national aid. The G20 established an Ac-
tion Plan, implemented throughout 2020 
and 2021 to support vulnerable econo-
mies in the fight against the COVID-19 
pandemic. This plan consisted of the dis-
bursement of emergency financing from 
International Financing Institutions (IFIs) 
and the suspension of the payment of 
debt services. The sum of financial sup-
port provided by IFIs amounted to around 
USD180 billion in the midst of the cri-
sis. The G20 called on the IMF to make a 
comprehensive proposal for a new Special 
Drawing Rights general allocation of USD 
650 billion to meet the long-term global 
need to supplement reserve assets. This 
apparent buoyancy is however less attrac-
tive than it may seem. There is a “financial 
stigma” associated with accessing these 
lines of finance, which would come at the 
cost of higher interest rates on the capi-
tal markets (UN, 2020). In fact, it is feared 
that a global financial crisis is in the mak-
ing. It is therefore necessary that the G20 

»�Both vaccine 
nationalism and 
staggered econom-
ic recoveries are 
myopic and coun-
terproductive.«
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dle-income countries, to counter sudden 
and unexpected crises such as pandem-
ics (Grimalda et al., 2021). Given the lack 
of fiscal capacity in these countries, the 
only possibility to establish a safety net is 
through external aid. 

In a policy brief presented to the T20 
(Grimalda et al., 2021), we advocated the 
institution of a Global Citizen Income, 
funded by progressive international taxa-
tion, as an effective instrument to counter 
the challenges illustrated above. A Citizen 
Income (also often called universal basic 
income) is a periodic cash payment uncon-
ditionally delivered to all on an individual 
basis, without means-test or work require-

come countries to produce at pre-pan-
demic rates (Çakmaklı et al., 2021). Such 
an incapacity is in turn caused by the 
slowdown in economic activities and the 
forced dislocation of the labor force from 
urban to rural areas caused by COVID-19 
lockdowns.

Historically, it is in times of crisis that 
new institutions have been developed. For 
instance, in many countries income tax 
was introduced to fund war efforts. In pol-
icy briefs proposed to the Think 20 (T20) in 
Italy and Saudi Arabia, a research group 
of which I was part identified the need 
to create automatic safety nets in most 
countries, but especially in low and mid-

Figure 1: GCI expenses relative to world population coverage
Source: Grimalda et al. (2021b)

2019), it would be possible to transfer the 
Purchasing Power Parity (PPP)-adjusted 
sum of USD1.90 to 2.67 billion people liv-
ing in countries with per capita GNI lower 
than USD 2,076. With time, progressive 
international taxation may be put in place 
to increase coverage of the scheme (see 
Grimalda et al., 2021 for an outline of pos-
sible sources of revenues). As a second 
step, the whole world population would 
be covered by the PPP- USD 1.90 transfer, 
at a cost of 3.1% of world GNI. As a third 
step, the transfer would be increased to 
PPP-adjusted USD 3.2 for an expenditure 
of 5.2% of world GNI.

Figure 1 plots the value of Citizen In-
come transfers (as a percentage of world 
Global National Income) against the share 
of world population that would be covered. 
The three vertical lines identify thresholds 
for Low Income countries (LIC), Low-Mid-
dle-Income countries (LMIC), High-Middle 
Income countries (HMIC), and High-In-
come countries (HIC) according to World 
Bank definitions. Coverage is computed 
assuming that all residents of a coun-
try falling below a certain GNI threshold 
receive a GCI of either $1.90 (lower line) 
or$3.2 (upper line). 

To have a benchmark, a UNDP report 
estimates that 3% of world GNI was spent 

ment. A Global Citizen Income is a Citizen 
Income extended to all citizens of the world 
(Van Parijs and Vanderborght, 2017). 

The idea of a Citizen Income rests on 
philosophical, economic, and political 
grounds. Philosophically, a basic income 
is a way to fulfil the widely shared idea that 
no one should be left without the means 
to live a dignified life, acknowledging that 
every human has an entitlement to receive 
a dividend from the exploitation of natural 
resources and inherited infrastructures. 
Economically, a Citizen Income is an ef-
fective way to end poverty traps, as it al-
leviates the problem of low take-up rates 
for other forms of income support, and 
reduces capital constraints for small en-
trepreneurs as well as opportunity costs of 
forsaking unemployment subsidies when 
accepting a job (Atkinson, 2015). Political-
ly, a Global Citizen Income is a stepping 
stone toward instilling a sense of global 
citizenship in the population. In a situation 
of still fragile multilateralism, fostering 
global citizenship is needed for global in-
stitutions to regain legitimacy and provide 
support for the provision of global public 
goods. Another argument to fund a Global 
Citizen Income rests on the idea of com-
pensation for carbon emissions. Given that 
this is disproportionately carried out by 
high-income citizens, it would entail siz-
able transfers from High-Income countries 
to Low Income and Low-Middle-Income  
countries. 

In the policy brief, we advocate the es-
tablishment of an emergency Global Cit-
izen Income to reach out to the poorest 
of the poor first, to be gradually extended 
and increased to the whole world popula-
tion. With USD 600 billion, equivalent to 
0.75% of world Gross National Income (in 

»�We advocate 
the institution of 
a Global Citizen 
Income funded by 
progressive inter-
national taxation.«
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ize in the short term. It seems to clash 
with the main results of the studies re-
viewed above, that is, that human altru-
ism is parochial, particularly so at times 
of existential threat. One key to better 
convey its appeal is to think of it as a pol-
icy that should not only be defended on 
humanitarian grounds, but is also in the 
long-term interest of rich countries that 
would fund the scheme. Given the inter-
dependence of societies and countries 
in terms of economy, climate and health, 
the idea that “we are all in this together,” 
repeatedly stated by UN Secretary Gen-
eral Antonio Guterres, could not be more 
appropriate. 

during the COVID-19 pandemic as social 
protection measures, including temporary 
cash transfer measures (Fajardo-Gonzalez 
et al., 2021). However, 87% of this amount 
was concentrated in HIC. In other terms, 
while HIC have allocated an average of USD 
847 per capita in social protection trans-
fers, other countries have spent a per cap-
ita average of USD 150, which drops to a 
mere USD 4 in LIC. The report estimates 
that cash transfer programs were effective 
in reducing the number of people to fall un-
der the USD 1.90 poverty line by 80% since 
March 2020. Nonetheless, the impact was 
largely circumscribed to HIC and HMIC . 

The provision of a Global Citizen In-
come seems of course difficult to real-
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ABSTRACT
The Future of Education and Skills 20301 
states that over the last few years, there 
has been discussion around areas of inter-
national public policy such as data manip-
ulation, sophisticated artificial intelligence 
(AI) algorithms and machine learning. The 
potential for access to technology has in-
creased all over the world. There are great 
potential benefits, but there are risks and 
opportunities with AI particularly for edu-
cation. Therefore, we must proceed dili-
gently and prudently towards a new ethical 
context for education, in an environment 
where AI is used to support students and 
teachers, and where we also train stu-
dents for a future world in which AI plays 
an increasingly important role. 

As a new normal emerges, innovation 
in skills development is increasingly bound 
up with advanced technologies, particular-
ly AI. The impact on the different levels of 
education should be seen as an innovative 
contribution to the growth of any economic 
region. But any innovation in technology 
must be gradual, not going beyond the 
boundaries of the ethical aspects of its 
context. Based on the analysis in “Global 
Educational Policies must be underpinned 
by new social contracts and a renewed 
emphasis on ethics” (Grainger, 2020),2 
we refer to the two paradigms based on 
the “future of prosperity, sustainability and 
inclusion”3:

1. The need to work together, globally, 
is greater than ever, and

2. Coordinated action must embrace 
structural reform

These require concrete actions that 
allow increasing suggestions for struc-
tural and intersectoral reforms as well as 
striving to invest in innovative education-

Keywords:  
Advanced Technologies (AT), Artificial 
Intelligence (AI) in education, Ethical issues

UTN is a public university in Córdoba, Argen-
tina, founded with the purpose of preparing 
professionals in the field of technology to 
meet the corresponding needs of the industry, 
without regard to the cultural and humanistic 
training that makes them able to develop in a 
managerial level within industry and society 
creating a spirit of social solidarity and mutual 
understanding in the relations between capital 
and work.
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sulted in the largest online movement of 
education in history.

Due to the lockdown, it was necessary 
to implement changes to maintain some 
form of normality. In fact, the pandemic 
has accelerated processes that were al-
ready underway. In particular, the impact 
on education could be mitigated by im-
provising development strategies, which, 
through the integration of advanced tech-
nologies, have made it possible to bring 
together and exchange knowledge both 
in mainstream education and in the most 
remote places on the planet. 

Achieving quality education provides 
better opportunities and well-being for 
young people. For this reason, we highlight 
UNESCO’s recommendation to rethink the 
role of education at key moments of so-
cietal transformation, “Reimagining our 
futures together: A new social contract 
for education” (UNESCO, 2021).5 This re-
port encourages reforms in curricula and 
teaching methods, taking into account 
three major changes that will impact on 
our societies: globalization, the climate 
challenge and the digital revolution. These 
changes involve both technological and 
ethical aspects. 

The deployment of advanced technol-
ogies is impacting various segments of 
our life. Skills training in particular is an 
area of education that is turning to AI, in-
creasing the use of data mining, machine 
learning, robotics, digitization and many 
more specific branches of AI engineering.

Lessons have been learned from the 
strict lockdown, where it was not possible 
to develop skills in disciplines that require 
face-to-face training and human contact, 
such as medicine, engineering, nautical 
studies and so on. The lockdown generated 

al solutions based on the ethical use of 
AI. This should promote the formation of 
skills and serve the needs of young people, 
creating favorable conditions for avoiding 
future deficits in education. In their mul-
tilateral commitment, the G20 countries 
could accelerate their efforts to close the 
digital divide and address the unfavorable 
post-pandemic impacts that have desta-
bilized the growth and recovery of several 
regions.

Discussions will focus on the impor-
tance of innovation in skills training based 
on the incorporation of advanced technol-
ogies (AT) in educational processes and an 
emphasis on aspects of ethics.

INTRODUCTION
The possibility of access to AT has in-
creased in many areas throughout the 
world. AT according to the Gartner Glos-
sary3 refers to technology that is still im-
mature but promises to deliver significant 
value, or that has some technical maturity 
but still has relatively few users, such as 
artificial intelligence. AI, according to the 
European Commission’s communication 
on AI,4 refers to systems that display in-
telligent behavior by analyzing their en-
vironment and taking actions to achieve 
a specific goal. AI-based systems could 
be software-based, acting in the virtual 
world, such as voice assistants, image 
analysis software, search engines and 
speech and face recognition systems, or 
embedded in hardware devices, such as 
advanced robots, autonomous cars or In-
ternet of Things (IoT) applications.

In March 2020, most of the world went 
into a forced shutdown in order to control 
the spread of the COVID-19 virus. Schools, 
colleges and universities closed. This re-

– Could AT favor the development of 
knowledge and collaboration between re-
gions that are less or more technologically 
developed? 

– Could the teaching of AT be incorpo-
rated into the formal education curriculum 
from a very early age?

– Could the current landscape of pol-
icies and regulations for AI introduce risk 
socialization mechanisms between differ-
ent regions? 

Information and Communication Tech-
nologies (ICTs) were already a great op-
portunity for the education sector to make 
changes during the pandemic. Equally im-
portant, in circumstances in which virtual-
ity required transformation in a different 
setting, many strategies made it possible 
to simulate normality. Although distance 
and face-to-face meetings between teach-
ers and students are fundamental to the 
learning process, advanced technologies 
are already being used with success in 
other areas and can be used to innovate 
in education and training practices. But it 
will be a great challenge to be able to ap-
ply them ethically, as they mainly involve 
data manipulation. For example, students 
and their achievements are assessed us-
ing AI systems. The assessment is neces-
sarily based on criteria that reflect biases 
and outstanding measures of success, But 
it is important to analyze that AI systems 
will have great difficulties in dealing with 
people who are creative thinkers, are in-
novative and are not standard representa-
tions of vast collections of already known 
cases.

The problem is that while much cur-
ricular content can be taught and as-
sessed remotely with good AI algorithms 
and motivated students, it is more difficult 

the need for reskilling and upskilling and 
the need to work together globally. These 
requirements have inspired many educa-
tional centers to base their processes on 
innovative changes that enable gradual 
trust-building at a very early age in dis-
ciplines such as robotics, programming 
logic, and problem-solving, and at more 
advanced levels in machine learning and 
natural language processing (NLP), among 
others.

RENEWED EMPHASIS ON ETHICS
The purpose of this study is to focus on 
concrete research and recommendations 
for global ethical challenges whether in 
social or technological areas. In particu-
lar, it focuses on the use of AT In learning, 
teaching and education. It aims to provide 
a prospective angle on relevant AT devel-
opments and ethical aspects as a solid ba-
sis for a well-informed discussion about 
the future of these advanced technologies.

The T20 Task Force on Digital Transfor-
mation calls for a commitment to educa-
tion and highlights increasing international 
cooperation in this area. “The coronavirus 
(COVID-19) pandemic revealed how poor 
integration of technology has led to wide-
spread learning loss  – the trend that has 
been exacerbated given the limitations of 
in-person instruction due to school clo-
sures” (Wilichowski & Cobo, 2021).6 De-
spite the adjustments and improvements 
in the use of technology for education 
during the pandemic, many gaps remain, 
and the divisions between nations continue 
to increase. There are still marked social, 
environmental and economic differenc-
es between developed and in developing 
countries and regions. For that reason, we 
need to ask the following questions:
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ADVANCE TECHNOLOGIES AS 
A SUPPORT FOR TRANSFORMATIVE 
COMPETENCIES
The process of training skills in different 
disciplines can be validated and evaluated 
in various ways. However, in some disci-
plines, demonstrating skills development 
and evaluating them virtually is very dif-
ficult and, at present, almost impossible.

Although engineering is the discipline 
that most automates repetitive tasks 
through developments in artificial intelli-
gence and robotics, validating a student’s 
skills virtually or with automated tools 
is imprecise. However, innovative tools 

to transfer applied knowledge through 
virtual courses for vocational and spe-
cific skills. For example, it would not be 
easy for an electrician to apply what was 
learned virtually. Based on several tech-
nologically innovative educational experi-
ences both in the UK and in Argentina, our 
research attempts to demonstrate in dif-
ferent cases studies how advanced tech-
nologies, such as simulators, augmented 
reality, data science, natural language 
processing (NLP) and other strategic 
technologies, are developing in such a way 
as to provide big social opportunities and 
avoid ethics inequalities and unfair bias.

Figure 1: Gartner technology trends7

that are similar to an original model but 
do not repeat.

While these are references, educa-
tional processes are involved in the stra-
tegic technology trends mentioned above. 
Thus, for Universidad Siglo21, the largest 
privately managed university in Córdo-
ba, Argentina, which is very involved in 
technological innovation, emphasizing 
the challenge of technological innova-
tion has required increasing efforts and 
taking on risks to address the systematic 
incorporation of advanced technologies 
in education. Their project, Robótica y el 
aprendizaje automático,7 focuses on fur-
thering the knowledge and application of 
robotics and machine learning at the high-
er education level. This will contribute to 
improving the quality of life of people who 
are training in various disciplines. “Ma-
chine learning occurs through algorithms. 
An algorithm details a series of ordered 
steps that are taken to accomplish a task. 
The objective of machine learning is to 
create a model that allows the student 
to solve a given task. It highlights how to 
train a model in the use of a large amount 
of data” (Bravo, 2020).8 The model learns 
from this data and is capable of making 
predictions.

The machine learning techniques they 
are using are: 

– solving a problem or identify an ob-
ject (neural networks);

– classifying the elements by identify-
ing questions (decision trees);

– finding relationships in the data sets 
and taking a set of randomly created deci-
sion trees as the basis for their decisions 
(random forests algorithm); 

– grouping data points based on shared 
characteristics (clustering algorithms);

could complement these processes. Also, 
coordinated action and international co-
operation will increase new challenges in 
education.

Assessment in certain disciplines has 
significant consequences for health and 
safety. Practical skills training requires 
accurate assessment in order to give a 
“license to practice.” For example, there 
is a shortage of heavy truck drivers glob-
ally because they could not be trained and 
assessed in sufficient numbers during the 
lockdown.

Since artificial intelligence algorithms 
can remember a student’s learning jour-
ney and easily personalize learning expe-
riences, it should be possible to choose 
examples, different levels of difficulty, and 
times that are appropriate for a particular 
student to keep them motivated and en-
gaged. It also can awaken creativity and 
imagination as a pillar of scientific and 
technological development.

Consequently, understanding basic 
and secure AI programming is important 
to help students and teachers understand 
how AI systems work and help them re-
flect on the ethical use of AI, preserving 
the transparency of the data and diversity, 
non-discrimination and fairness.

CHALLENGES THAT INSPIRE 
INNOVATIVE CHANGE
Every year, Gartner, an information tech-
nology research and consulting company 
that provides research analysis, predicts 
the trends for the next years. The list in-
cludes 12 strategic technology trends 
as shown in figure 1 (Gartner, 2021),7 fo-
cused mainly on AI and automation and 
highlighting the learning of data and the 
generation of new innovative creations 
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perform them successfully. Advanced tech-
nologies encourage creativity, imagination, 
critical-logical thinking, respect for science 
and working together globally.

A paper prepared at City of Glasgow 
College,10 a major provider of higher edu-
cation in Nautical Studies, concluded that 
the reality of digital poverty (and poverty in 
general) became apparent when students 
were forced to log in on “mum’s iPhone,” 
or worse, in the case of one student who 
said they had to cancel their home broad-
band subscription because both parents 
had become unemployed. All these factors 
contribute to a highly variable and chal-
lenging learning environment. The college 
uses advanced systems, including simula-
tors, but feels strongly that wholly online 
provision is not a preferred solution. While 
adequate at best for the academically gift-
ed and those with a preference for self-

– unsupervised techniques used in rec-
ommendation engines, which look for re-
lationships between variables (association 
rules learning).

Another case is “Robótica educativa en los 
CENI de nivel inicial”9 at Universidad Sig-
lo21 and the Ministry of Education of the 
Province of Córdoba. Its aim is to introduce 
the logic of educational robotics from the 
initial level in formal school training. The 
government delivered a technology kit but 
the teachers did not have enough skills. 
The teaching centers, CENI, have a gap in 
the content of robotics curricula and must 
seek to avoid a misunderstanding about 
robotics. Robotics does not lead to people 
losing jobs but improves the quality of work 
for employees. It avoids repetitive tasks and 
creates new, much more specialized jobs 
requiring permanent training to be able to 

Figure 2: T20

encourage adoption of the G20 principles 
on artificial intelligence (Twomey & Mar-
tin, 2020 )12: ensuring data aggregators 
and AI firms operate in the interest of data 
subjects.

ETHICAL USES OF AI IN EDUCATION
Structural reform must not be seen simply 
in terms of institutional arrangements but 
must be sustained by new social contracts. 
These are the basis for the two paradigms 
that provide the foundation for a “future of 
prosperity, sustainability and inclusion.”

An ethical attitude towards AI is essen-
tial in any area of our life, even more so in 
student training and the ability to evaluate 
knowledge. Knowing what is legal or when 
to use AI systems or not avoids causing 
ethical biases. As mentioned in an arti-
cle on human-centric digital governance 
(Kastrop & Ponattu, 2020 )13 in Issue 7 of 
the Global Solutions Journal, as people 
increasingly interact with virtual agents, 
individuals can potentially be permanent-
ly monitored and deliberately manipu-
lated even in the most sensitive areas of 
their lives.

Data manipulation and excessive au-
tomation can create inequalities in edu-

directed learning, it is suboptimal for those 
with a preference for action learning sets, 
group learning and community interaction. 
For an industry that requires and attracts 
team players, this is the norm across co-
horts. For students, in particular cadets, to 
be engaged, they need early provision of: 

– Context – where does this fit within 
my profession? 

– Relevance – why is it important? 
– Reward – once I know this, how will 

it enable me? 

What has become apparent is that in some 
areas it has been difficult to meet some or 
occasionally all of the above three criteria. 

The EdTech company Ed Machina11 in 
Argentina proposed to Universidad Sig-
lo21 to improve student retention during 
the pandemic through the implementation 
of AI. The concept focused on establishing 
a data-driven culture in universities, us-
ing predictive models with AI algorithms 
throughout the student cycle from enroll-
ment, monitoring and dropout prevention 
to specialized post-study training and 
recommendations. Based on information 
obtained from the student, customized 
decisions are made for each student that 
help to take action in different areas within 
the university. As a result, in 2020, student 
retention rose by 10 percentage points, ac-
ademic performance improved by 30 per-
centage points, and earnings before inter-
est, taxes, depreciation, and amortization 
(EBITDA) rose by  12 percentage-points 
over the previous year.

EDUCATIONAL DISRUPTION WILL BE 
REAL AND ESSENTIAL
Figure 2 highlights the T20’s commitment 
to education. Therefore, it is important to 

»�Coordinated 
action and 
international 
cooperation will 
increase new 
challenges in 
education.«
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emphasis on the digital dimension at all 
educational levels and at the national, re-
gional and global levels.

Digital material (audio, video or desk-
top simulation/gaming) and advanced 
technologies will be an invaluable en-
hancement of the learning experience as 
a supplement to or replacement of more 
traditional methods.

AI can help us build an innovative edu-
cational process based on prediction mod-
els that are as smart as we want them to be. 
It is technically easy to develop AI to teach 
skills, but these should be based on ethical 
practices that promote equity and fairness, 
including the provision of the continuous 
assessment of each individual’s progress. 
Therefore, it is important that ethical prac-
tices encouraged to follow the instruments, 
frameworks and standards established by 
organizations such as UNESCO and the 
G2014. This is the time to encourage people 
to work together globally, and to support 
more collaboration between the education 
and industry sector through the progressive 
incorporation of new curricular content in 
order to advance new technologies.

cation, limit educational contexts, and 
disable human possibilities for respon-
sible and ethical performance. An ethical 
regulatory framework could prevent this 
by taking into account ethical principles, 
respect for human autonomy, prevention of 
harm, fairness and explicability mentioned 
in the Ethics Guidelines.5

The implementation of the paradigms 
will require working together globally, 
through coordinated actions, managing the 
risks of technology, data manipulation and 
at the same time preserving the benefits in 
a way that everyone in society, particularly 
in terms of education, receives their fair 
share.

SUMMARY
The changes in teaching practices forced 
by the global health situation have marked 
an important milestone in education. The 
integration of advanced technologies and 
innovative strategies have shown unprec-
edented potential to form the basis for 
the digital pedagogy of the future. The 
pandemic has accelerated the urgency 
of a new, ethical, social contract with an 
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The COVID-19 crisis pointed out what truly 
matters for our well-being. In this process, 
it unveiled a fact that remained largely un-
spoken in the global public agenda: care 
work is essential for sustaining life as we 
know it.

Care and domestic work encompass 
multiple activities and bonds aimed at 
meeting the physical, emotional and psy-
chological needs of people at different mo-
ments of their lives.1 These tasks involve 
both face-to-face actions between a care 
recipient and a caregiver (taking someone 
to the doctor, feeding a child) and house-
hold work that creates the preconditions 
for direct caregiving (cooking, cleaning, 
shopping, gardening).2 Overall, care work 
presents three key characteristics: it is 
overwhelmingly feminized, it is underval-
ued, and it is a vital pillar of our societies.3 

During the last decades, diverse fac-
tors have increased care demand. As 
women massively entered the labor mar-
ket, the traditional family model with full-
time female caregivers became outdated. 
Consequently, outsourcing care became 
an alternative for households to address 
their needs. This process gave rise to an 
internationalization of care services known 
as “global care chains.”

As defined by Arlie Hochschild,4 global 
care chains are “a series of personal links 
between people across the globe based on 
the paid or unpaid work of caring.” While 
these chains entail multiple occupations 
and sectors, they frequently involve a 
household that recruits a foreign woman 
to provide care, who in turn transfers her 
own care needs to others. Consequently, 
a network of inter-connected households 
emerges which links individual lives with 
global trends through domestic work.

Women’s Economic Imperative is a global, 
non-profit organization committed to promoting 
women’s economic empowerment and 
inclusive economic growth for the benefit of 
all in society. WEI’s foundation is rooted in the 
work of the United Nations Secretary General’s 
High-Level Panel (UNHLP) on Women’s 
Economic Empowerment and was founded by 
the UNHLP’s Chief of Secretariat in conjunction 
with several members of the Panel. Our 
primary areas of focus are women’s economic 
empowerment and women’s entrepreneurship, 
including: providing policy advice to key 
stakeholders on policy frameworks, eco-
systems and issues related to women’s 
economic activity; design and implementation 
of interventions and capacity building to deepen 
impact and drive systemic change; policy 
advocacy and thought leadership.
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lenges arise to protecting migrant care 
workers’ rights. 

With the onset of the COVID-19 pan-
demic, these challenges have magnified. 
Since 2020, all lives have become vulner-
able – to varying degrees – to the corona-
virus, and care became a crucial resource 
to mitigate the risks. In this way, while the 
global health threat paralyzed economies, 
the burden of care work intensified.

Yet while care relevance increased 
during COVID-19, care workers, especial-
ly the migrants, saw their rights severely 
affected. The impacts of the pandemic 
on migrants’ livelihoods and their fami-
lies were evident in several dimensions, 
as national measures and emergencies 
produced transnational consequenc-
es. Among migrants, care and domestic 
workers have historically faced more risks 
and have been less assisted during cri-
ses,6 and the COVID-19 pandemic was no 
exception. 

Overall, global care chains mesh mi-
gration, class, gender, labor, and care at 
a transnational level, requiring coherent 
multilateral approaches to tackle chal-
lenges and seize opportunities to guaran-
tee rights. The G20 has a paramount role 
in this endeavor, as the pandemic empha-
sizes the importance of multilateral co-
operation in addressing global systemic 
concerns. 

This topic is particularly relevant 
during the current G20 Presidency: In-
donesia has one of the largest migrant 
worker communities, estimated at around 
9 million people. Half of them are women, 
usually employed as domestic workers 
in the informal economy.7 This situation 
hinders their access to decent work and 
affects their human rights. 

Global care chains unveil structures 
and processes that perpetuate inequali-
ties worldwide. The social organization of 
care and domestic work has traditionally 
been structured upon several sources of 
disparity, such as gender and class. The 
migration of care workers ignites two 
new dimensions: the North-South and the 
local-migrant cleavages, which extend 
gendered, classed and raced inequalities 
across borders. 

Migrant care workers are particular-
ly exposed to vulnerabilities. The com-
pounding and intersecting inequalities 
they experience due to demographic and 
socioeconomic characteristics are deep-
ened because global care chains sit at 
the crossroads of labor, migration and 
care policies. These policy regimes are 
frequently inconsistent with each other 
or present contradictions and voids, both 
within and between countries. As global 
care chains are transnational processes 
governed by national-level policies,5 chal-

»�Among migrants, 
domestic workers 
have historically 
faced more risks 
and less assistance 
during crises. 
The COVID-19 
pandemic was 
no exception.«

Latin America.13 They experience depri-
vations globally, yet the exercise of their 
rights varies greatly between countries 
and regions.

Overall, deficits in their labor condi-
tions are ubiquitous, particularly for mi-
grants.14 They experience low access to 
social security, lack of joint representation, 
low remuneration and high levels of infor-
mality. In extreme cases, human rights 
can be severely compromised. Domestic 
workers might experience gender-based 
violence, forced labor, sexual abuse and 
restrictions in their fundamental free-
doms. The risks are especially significant 
for live-in workers.15

These rights violations are related to 
several factors. Domestic workers are 
frequently isolated in private settings. 
This situation hampers law enforcement, 
while it hinders their possibilities for col-
lective representation. Furthermore, job 
protection regulations sometimes exclude 
domestic workers. In 2010, general labor 
laws covered only 10% of the domestic 
workers globally while 30% of the work-
force was completely excluded from any 
labor regime.16 The neglect of care as 
an essential activity thus translates into 
the mistreatment of care and domestic 
workers.

THE CONSEQUENCES OF THE 
PANDEMIC ON MIGRATION AND 
GLOBAL CARE CHAINS
While inequalities have been longstanding, 
the pandemic worsened the experience of 
migrants. Migrants were frequently ex-
cluded from emergency policy responses, 
while, sometimes, discriminatory attitudes 
were fostered17. Moreover, they usually 
worked in the sectors more affected by 

It is crucial to strengthen the role of 
transnational cooperation to ensure decent 
livelihoods for migrant care workers and 
advance gender equality globally. To this 
end, we need a new paradigm in which the 
socioeconomic system puts life at its core.

MIGRANT CARE AND DOMESTIC 
WORKERS: CONCEPTS, DATA AND 
CHALLENGES 

Domestic work can be defined as the 
labor performed in or for a household.8 
Domestic workers might include care-
givers, nannies, social workers and oth-
ers who conduct different tasks in private 
household settings. Around the world, the 
ILO9 estimates there are more than 67 mil-
lion domestic workers, 83% of whom are 
women. 

Obtaining a global perspective of mi-
grant domestic workers is challenging, 
as data is scarce and patchy.10 The strug-
gles are related to limited demographic 
information, different conceptual defini-
tions and the absence of migrant track-
ing, among others. At the same time, a 
significant share of domestic workers is 
employed in the informal economy or lack 
documentation, which leads to deficits in 
their recording. Bearing these caveats 
in mind, the ILO11 calculates that more 
than one of every sixth domestic worker 
in the world is an international migrant, 
accounting for 11.5 million people. This 
figure means that approximately 7.7% of 
all migrant workers are domestic workers.

While 78% of the domestic workers 
are in Asia and Latin America,12 the dis-
tribution of international migrant domes-
tic workers reveals a different picture: 
35% are in Asia, 27% in the Arab States 
and 19% in Europe, while only 7% are in 



246 247

Social Well-BeingGLOBAL SOLUTIONS JOURNAL ∙ ISSUE 8

Regarding domestic workers, the 
pandemic underscored the obstacles for 
law enforcement in private households. 
Experiences varied depending on the 
employment relationship: live-in work-
ers increased the dependence upon their 
employers and their isolation, while those 
who lived elsewhere were unable to get to 
work.24 These obstacles were particular-
ly harsh for sponsored migrant domestic 
workers, who were tied to specific employ-
ers and, hence, could not look for a new 
job, access social protection or return 
home.25 

While their labor situation worsened, 
migrant domestic workers had limited 
access to employment protection poli-
cies and COVID relief programs. Rao et 
al26 highlight that the workers reacted to 
these exclusions by mobilizing and in-
creasing claims-making. Nonetheless, 
these achievements could only partially 
offset their gendered, classed and raced 
vulnerabilities shaped by structural power 
relationships.

A CALL TO ACTION TO THE G20
Around the world, the pandemic had neg-
ative consequences on livelihoods and 
well-being for all, yet migrant domestic 
workers’ deprivations were particularly 
exacerbated. As the ongoing challenges 
aggravate, governments must act locally 
and transnationally, fostering coopera-
tion across borders to guarantee human 
rights and decent labor standards for mi-
grant domestic workers. This approach 
requires the adoption of a new paradigm 
in which the socioeconomic system sus-
tains life by building collective structures 
and resources that address people’s needs 
in three realms:

the crisis.18 Consequently, their livelihoods 
and their families’ situation back home 
deteriorated, as the crisis also impacted 
remittances.19

The pandemic also affected migrants’ 
health: they have been disproportionately 
at risk of being infected, especially those 
in precarious jobs and irregular status, 
while they had lower access to healthcare 
services and vaccines.20 At the same time, 
they played a critical role in addressing 
the pandemic by working in diverse care 
sectors. 

In terms of mobility, border closures 
restricted the possibilities for travelling 
between host and home countries, in-
creasing the separation between migrants 
and their families.21 Emigration also de-
creased and more migrants returned to 
their countries of origin due to socioeco-
nomic and sanitary risks.22 While some 
countries tried to reach agreements, re-
patriation and information provision was 
often limited.23

»�Global care chains 
mesh migration, 
class, gender 
labor, and care 
at a transnational 
level, requiring 
coherent multilat-
eral approaches to 
guarantee rights.«

migrant domestic workers are especially 
disadvantaged. Therefore, countries should 
implement regulatory frameworks that 
provide domestic workers with the same 
rights as workers in other fields and al-
low all migrants to claim their human and 
labor rights, regardless of their status. At 
the same time, governments should imple-
ment rights-based migration schemes that 
enshrine human dignity above all, aiming 
at keeping families together, fostering for-
mal employment, regulating recruitment 
processes and facilitating access to justice. 
In many regions, this means revising the 
sponsorship systems for migrant domestic 
workers, as they often restrict their funda-
mental rights and freedoms.31

Spanning multiple countries and in-
volving diverse policy regimes, national in-
terventions by themselves are not enough: 
global care chains require coherent trans-
national approaches.32 

Building back better through guar-
anteeing the right to care: to support life 
needs, care policies must remain a prior-
ity beyond the COVID-19 emergency. This 
approach requires fostering shared re-
sponsibility and valuing essential workers. 
ILO’s 5R Framework can be a good starting 
point to recognize the value of care and 
domestic work, reduce women’s burden, 
and redistribute it both within families 
and with other stakeholders, while re-
warding care work fairly and guaranteeing 
the representation of care and domestic 
workers.27 For migrants, it is especially 
relevant to enable skills portability across 
borders by recognizing informal learning 
and foreign diplomas and providing train-
ing to strengthen their career paths.28 
These policies can bring positive impacts 
by reducing gender and socioeconomic 
gaps while producing economic returns in 
terms of job creation and GDP growth.29

Establishing social protection floors to 
leave no one behind: as COVID-19 height-
ened vulnerabilities and exposed the in-
terconnections of our mutual well-being, 
it is urgent to expand the coverage of so-
cial protection policies to include all mi-
grants regardless of their status. A lesson 
learnt from the pandemic is that the risks 
of protecting only part of the population 
are costlier in terms of public safety than 
implementing preventive interventions.30 
Thus, a rights-based approach to policy 
can contribute to guaranteeing an ade-
quate standard of living for all, fostering 
more inclusive and resilient societies that 
can better face future crises.

Establishing synergetic legal frame-
works: in most countries, migration re-
gimes prevail over labor law so migrants 
face obstacles to claiming their rights; 

»�Addressing the 
socio-spatial 
dimensions of 
care must be part 
of a comprehen-
sive strategy 
that rethinks our 
socioeconomic 
system from 
a human-centred 
perspective.«
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world, achievements have included im-
proved collective agreements, higher 
minimum wages, and better terms of em-
ployment, among others.35. At the suprana-
tional level, efforts have involved building 
networks among organizations and reach-
ing bilateral agreements between unions 
in sending and receiving countries, as it 
happened in Latin America and in Africa.36

The G20, as an international forum that 
gathers leaders from all sectors in differ-
ent tracks, provides a unique platform 
to contribute to this endeavor by engag-
ing multiple stakeholders in the process. 
First, the G20 can have a critical role in 
building alliances to address challenges 
in global care chains by facilitating ex-
changes on experiences, strategies and 
potential transboundary effects of national 
interventions.37 Joint work opportunities 
between tracks and working groups can 
be especially promising to attain better 
coherence,38 raise awareness of the chal-
lenges ahead, trigger synergies and tackle 
trade-offs among policies.

Second, the G20 can also improve data 
collection and disaggregation on care 
migration in its member countries and 
beyond. This step is crucial to better un-
derstand the integration of countries into 
care chains, analyze the determinants of 
migration flows, monitor the situation of 
migrants, and identify any intersecting 
discrimination that they might suffer. This 
information can, in turn, foster research 
on the topic and put forth evidence-based 
policy proposals to guarantee migrant care 
and domestic workers’ rights. To this end, 
collaboration with engagement groups and 
peer learning mechanisms can produce 
virtuous processes of evidence generation 
and exchange of good practices.

Transborder cooperation can take sev-
eral shapes. Some countries of origin have 
negotiated bi- and multilateral agree-
ments to protect their migrant citizens in 
host countries. For example, some Asian 
countries (e.g., Indonesia, the Philippines 
and India) have demanded better protec-

tion for migrant domestic workers in coun-
tries of destination (e.g., Malaysia, Saudi 
Arabia) and arranged memorandums of 
understanding.33 In other care sectors, 
such as healthcare, there are codes for 
ethical recruitment that also aim at mit-
igating the potential negative implications 
of care work migration.34 While challenges 
still prevail, these agreements – when ap-
propriately enforced – can be valuable to 
foster migrant domestic workers’ well-be-
ing and address global systemic concerns, 
especially when involving multiple stake-
holders in the process.

Furthermore, collaboration among 
unions at a transnational level can also 
bring about positive effects. Around the 

»�The role of the 
G20 is paramount, 
as the pandemic 
emphasizes the 
importance of 
transnational coop-
eration in address-
ing global systemic 
concerns.«

Addressing the socio-spatial dimen-
sions of care must be part of a compre-
hensive strategy that rethinks our socio-
economic system from a human-centered 
perspective. The COVID-19 pandemic 
brought to the surface the prevailing chal-
lenges in caring and deepened existing in-
equalities. Thus, the G20 has a need and a 
duty to prioritize care policies worldwide 
and promote transnational cooperation to 
ensure migrant care and domestic work-
ers’ rights.

While backlash against globalization 
tries to emerge, movements of people 
across the world are unlikely to disappear; 
this includes people migrating to provide 
care. Any discussion at the multilateral 
level, hence, should consider the lives that 
exist across borders and rethink our social 
protection schemes transnationally. The 
G20 and its leaders can take a pioneering 
role in igniting discussions and advancing 
interventions to ensure basic social wel-
fare schemes and labor rights for all be-
yond the nation-state level in times when 
people are not geographically tied to a 
single place.
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Healthy women are the cornerstone of 
families, communities, and economies. 
Sex remains a powerful shaper for health 
outcomes, and so it is crucial we address 
the inequities in health that face half the 
world’s population.1 This is particularly so 
in light of the disproportionate impact the 
Covid-19 pandemic has had on women’s 
socioeconomic well-being. 

As the G20 builds back from the worst 
aspects of the pandemic, leaders must use 
this opportunity to address the causes of 
the health disparities faced by women and 
girls. But a barrier to realizing this ambi-
tion is the global gap in knowledge on the 
state of women’s and girl’s health. There is 
a clear need for more robust, quality data 
and benchmarking to track and measure 
women’s health on a global level. 

As specialists in early detection, diag-
nosis and treatment of women’s health is-
sues, Hologic is determined to address this 
challenge, and so has conducted the Global 
Women’s Health Index (GWHI), as part of 
the Gallup World Poll – the largest com-
prehensive health survey globally, captur-
ing insights directly from more than 120,000 
people, in 140 languages across 116 territo-
ries globally. Its more than 36 million data 
points document the status of women’s 
health and track changes over time and by 
country, providing a baseline data set from 
which to measure the current state of wom-
en’s health. This will enable governments 
to determine priorities and identify and im-
plement appropriate solutions. 

MAKING WOMEN’S HEALTH 
A GLOBAL PRIORITY IN RESPONSE 
TO THE PANDEMIC
The Global Women’s Health Index was ini-
tiated before Covid-19, but the pandemic 

has created an even more urgent need for 
world leaders and policymakers to make 
women’s health a priority.

Preventive and early diagnostic care 
are two of the most important, control-
lable factors in women’s health. Howev-
er, with large numbers of screening and 
testing appointments missed due to the 
pandemic, coupled with an already sig-
nificant deficit in care for women, half the 
world’s population is facing further risks 
as COVID-19 continues to impact global 
health and socioeconomic well-being. 

Women are more likely than men to be 
affected by pandemics; they are respon-
sible for the majority of care for children 
and sick family members, and are more 
likely to lose their livelihoods and face 
barriers when attempting to re-enter the 
workforce.2 For example, during the West 
African Ebola outbreak between 2014 and 
2016, quarantines closed markets, which 
destroyed the livelihoods of traders in Si-
erra Leone and Liberia, 85% of whom were 
women.2 Only 17% of these women had re-
turned to work thirteen months after the 
first case was detected, compared to 63% 
of men.3

Of course, the socioeconomic impact 
of the pandemic on women and girls has 
a wider societal impact. Whether due to 
their contribution to the paid workforce, 
or to the unpaid carer workforce, the so-
cioeconomic benefits of healthy women 
are clear.

A study by Kristine Husøy Onarheim, 
Johanne Helene Iversen and David E. 
Bloom found that how countries develop 
and perform depends upon how the coun-
try educates and provides opportunities 
for women and girls.4 Societies that in-
vest in women’s health are more likely to 
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for women, with the score accounting for 
a combination of factors, including physi-
cal health as well as social, economic and 
political factors.

With an average score of just 56 out of 
a possible 100 across all G20 members – 
excluding the EU which was not included 
as an audience for the survey – there is 
clearly significant room for improvement. 
Germany was the highest-ranking mem-
ber, scoring 65, and ranking sixth, while 
Brazil and Turkey were the lowest ranking, 
both scoring 44 and ranking 97th and 99th, 
respectively.

The data and insights from the Ho-
logic Global Women’s Health Index can 
drive specific action plans to change the 
awareness of, access to and affordability 
of healthcare for women and ultimately, to 
protect and improve women’s health glob-
ally, by country and over time.

To help countries and territories map 
out a strategy to ensure a healthy future 
for women, the Index has identified five 
dimensions of women’s health: preventive 
care, basic needs, emotional health, opin-
ions on health and safety, and individual 
health. Importantly, these dimensions ac-
count for more than 80% of the variance 
in female life expectancy and provide 
an important foundation for developing 
strategies to improve health outcomes for 
women and girls. 

In the following section, we highlight 
three of these dimensions – preventive 
care, individual health and family planning, 
and emotional health – and the GWHI find-
ings on which strategies should focus. 

Preventive care
Of the findings uncovered by the Index, 
potentially most worrying is the limited 

have better overall population health and 
increased productivity levels for genera-
tions to come.

An additional study by the British 
Medical Journal found that investments 
to improve women’s health offer higher 
economic and social returns in areas that 
promote income growth and poverty al-
leviation, including labor and education.5 
Modelling based in the United States has 
suggested that reduced maternal mortal-
ity between 1920 and 1970 resulted in a 
52% increase in labor force participation 
among women of reproductive age.5

WOMEN’S HEALTH NEEDS ARE NOT 
BEING MET GLOBALLY
Despite the clear socioeconomic benefits 
of investing in women’s and girl’s health, 
the Global Women’s Health Index revealed 
a stark picture of how women’s health 
needs are not being met globally. In the 
section below, we highlight these women’s 
health needs and further, we provide in-
sights into strategies leaders could focus 
on in order to ensure a healthy future for 
women.

Higher scores on the Index mean po-
tentially healthier, safer and longer lives 

»�Preventive and 
early diagnostic 
care are two of 
the most import
ant, controllable 
factors in women’s 
health.«

tious disease testing to over two million 
men, women and children in resource-lim-
ited countries. 

With cancers, diabetes and heart dis-
ease being the leading causes of death 
for women worldwide,9 it is essential 
that women have access to the tests and 
screenings that can save their lives. That is 
why we advocate for and support measures 
such as the Protecting Access to Lifesaving 
Screenings (PALS) Act in the United States 
Congress.10 This legislation enables full 
insurance coverage of routine screening 
mammograms for women in the United 
States, starting at age 40, instead of 50.

We have also partnered with leading 
non-profit organizations to deliver Holog-
ic’s Project Healthy Equality. This is a mul-
tifaceted, multiyear initiative that uniquely 
combines research, education and access 
to address the structural and cultural 
barriers to women accessing healthcare. 
It has been launched in the US, with pilots 
taking place this year in United Kingdom 
and Canada. Project Health Equality will 
be rolled out across further countries, in 
each case addressing a specific health 
equality challenge for that country.

We know preventive and early diagnos-
tic care are two of the most vital aspects of 

testing of women for the most damag-
ing diseases, even prior to the COVID-19 
pandemic. The data revealed that 60% of 
women surveyed, representing 1.5 billion 
women globally, had not been tested or 
screened for cancers, diabetes, STDs/
STIs and high blood pressure during the 
12 months prior to the survey. 

High blood pressure is linked to heart 
disease, which kills an estimated 17.9 
million people and is the leading cause of 
death for women globally each year,6 yet 
in 2020 only one in three women had been 
tested for this key health indicator in the 
12 months prior to the survey.

Cancer accounted for nearly 10 mil-
lion deaths in 2020,7 but in that same year, 
worldwide, only 12% of women said they 
had been tested or screened for any type 
of cancer in the 12 months prior to the 
survey. In some countries and territories, 
only 3% of women were tested.

Globally, in 2020, fewer than one in 
nine women were tested for STDs/STIs 
in the countries and territories studied, 
despite the serious health consequences 
they can have beyond the initial infection.

When appropriate levels of prevention 
in healthcare are utilized, there is a de-
crease in the prevalence of ill health and 
this in turn results in a sustainable growth 
of productivity.8 By providing effective pre-
ventive care, screening and testing, glob-
al leaders will not only be supporting the 
health of half of the population, but also 
children and the economic productivity of 
society.

To this end, Hologic has created the 
Global Access Initiative, a partnership 
with the Clinton Health Access Initiative, 
Inc. (CHAI) and MedAccess (backed by the 
UK government), to bring lifesaving infec-

»�Healthy women 
are the corner-
stone of families, 
communities, 
and economies.«
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velopment Goals, the level to which family 
planning needs are satisfied by modern 
methods has stagnated globally at ap-
proximately 77% from 2015 to 2020; while 
it has increased from 55% to 58% in the 
Africa region, the figure remains low in 
comparison.12 

Women who practice family planning 
are able to avoid high-risk births and re-
duce their chances of having a baby who 
will die in infancy.13 

While there has been progress in re-
cent years, without effective family plan-
ning provision in place, including educa-
tion and access to contraception, global 
leaders will be challenged to best serve 
the healthcare needs of women. There 
must be continued efforts on a global 
scale to ensure women have the resourc-
es to make informed decisions related to 
family planning. 

Emotional health
The Index found women and girls are fac-
ing increasing levels of worry and stress; 
40% of women experience worry during 
much of the day, amounting to approxi-
mately 1.1 billion women, while 38% re-
ported experiencing stress, amounting to 
approximately 1 billion women.

Women are affected to a greater ex-
tent than men by depression, anxiety, 
psychological distress, sexual violence, 
domestic violence and escalating rates 
of substance use.14 This can be attributed 
to the pressures created by their multiple 
roles, gender discrimination and associat-
ed factors of poverty, hunger, malnutrition 
and overwork.14 There is also a relation-
ship between the frequency and severity 
of such social factors and the frequency 
and severity of mental health problems in 

supporting women’s health, and we chal-
lenge leaders to focus on continuing to de-
velop preventive healthcare pathways that 
can mitigate the worst impacts of diseases 
such as cancer and heart disease. 

Individual health – Family planning and 
maternal care
The Index found that in nearly all regions, 
a woman’s age at her first pregnancy has a 
significant impact on her health outcomes; 
women who report first becoming preg-
nant before age 19 had worse outcomes 
than women who became pregnant later. 
Many of these girls drop out of school, fur-
ther limiting their opportunities for train-
ing and employment, and they become 
more vulnerable to a life of poverty and 
exclusion.11

This means that family planning be-
comes a crucial tool in addressing health 
disparities among women. And yet, de-
spite maternal care often being a focus of 
women’s healthcare, there are significant 
global differences in how family planning 
needs are being met. With regard to the 
indicators laid out in the Sustainable De-

»�Data and insights 
from Hologic’s 
Global Women’s 
Health Index can 
drive action plans 
to change health-
care for women.«

to establish, benchmark and understand 
how half the global population is living 
their lives. 

We are urging leaders and govern-
ments of the G20 to use this data and the 
five dimensions to guide the development 
of health strategies that will make a tan-
gible difference to women’s quality of life 
and life expectancy.

ABOUT THE HOLOGIC GLOBAL 
WOMEN’S HEALTH INDEX
Conducted as part of the Gallup World Poll, 
this unprecedented multi-year Index is an 
in-depth examination of critical markers for 
women’s health, by country and territory, 
and over time. The survey questions were 
developed and reviewed by global women’s 
health expert advisers to Hologic and Gal-
lup, representing leading institutions and 
thought leaders such as John Hopkins Uni-
versity, George Washington University and 
RAD-AID.

women, with severe life events that cre-
ate a sense of loss, inferiority, humilia-
tion or entrapment acting as predictor of 
depression.14

There has been research to show that 
factors relating to increased autonomy, 
as well as support from family, friends or 
health providers, can be vital against the 
development of issues related to mental 
health, especially depression.14

It is vital that there is a greater under-
standing of the prevalence and causes of 
mental health disorders among women, 
on a global scale. Without such an under-
standing, world leaders and health policy 
makers will not be equipped to create and 
fund the necessary policies to address 
women and girls’ needs and concerns. Nor 
will they be able to provide the necessary 
training and resources to primary health 
care providers to help them recognize and 
treat the consequences of problems with 
mental health, many of which are a result 
of issues faced by women such as domes-
tic violence, sexual abuse, and acute and 
chronic stress.

NOW IS THE TIME TO ACT ON GLOBAL 
FEMALE HEALTH INEQUALITIES
As we rebuild from the COVID-19 pan-
demic, the time to act on improving the 
care and outcomes for women’s and girls’ 
health is now. 

The Global Women’s Health Index of-
fers governments a necessary baseline to 
determine the priorities and identify and 
implement appropriate solutions, to ad-
dress and improve the health and socio-
economic well-being of women and girls.

Hologic will be conducting the Index on 
a multi-year basis, and delivering the data 
to world leaders, who have the opportunity 

»�Now is the time 
to act on global 
female health 
inequalities.«
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Garmi ka Mausam

May ka aan pahuncha hai mahina 
Baha choti se edi tak pasina 

Baje baara to suraj sar pe aaya 
Hua pairon tale poshida saaya 

Chali lu aur tadaqe ki padi dhuup 
Lapat hai aag ki goya kadi dhuup 

Zamin hai ya koi jalta tava hai 
Koi shoala hai ya pachhua hava hai 

Dar-o-divar hain garmi se tapte 
Bani-adam hain machhli se tadapte 

Parinde ud ke hain paani pe girte 
Charinde bhi hain ghabrae se phirte 

Darinde chhup gae hain jhadiyon men 
Magar duube pade hain khadiyon men 

Na puchho kuchh gharibon ke makan ki 
Zamin ka farsh hai chhat asman ki 

Na pankha hai na tatti hai na kamra 
Zara si jhonpadi mehnat ka samra 

Amiron ko mubarak ho haveli 
Gharibon ka bhi hai allah beli 

 
Source: urdupoet.net

In his poem “Garmi ka mausam”,1 famous 
Urdu poet Ismail Meeruthi vividly portrays 
the onset of hot weather that is typical in 
many South Asian cities. There’s sweat 
dripping from head to toe, hot wind blow-
ing against the face and fire-like sun rays 
wrapping the body. Using the metaphors of 
cooking pans and flames to set the scene, 
he – then – also complicates the experi-
ence by referring to the less-privileged who 
don’t have access to proper shelter and 
cooling devices. He ends his tirade against 
the heat with a taunt directed towards the 
rich, who can afford to protect themselves 
from the sun behind the high and thick 
walls of their homes; and a reassurance 
for the poor that God is their protector.

SEEDS (Sustainable Environment and Ecological 
Development Society) is a not-for-profit 
organisation that helps make communities 
resilient through comprehensive interventions 
in the areas of disaster readiness, response 
and rehabilitation. Since 1994, the organisation 
has worked extensively on every major 
disaster in the Indian subcontinent, integrating 
locally-based approaches to build the long-
term resilience of the communities it serves.  
 
Social media:  
Twitter: @SeedsIndia 
LinkedIn: https://www.linkedin.com/company/
seeds-india/mycompany/ 
https://www.linkedin.com/in/mridula-
garg-a44216221/ 
https://www.seedsindia.org/
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women have unequal access to services 
such as transportation (e.g. having to walk 
longer in the sun without access to toilets), 
health facilities (e.g. self-care seen as in-
consequential due to cultural norms) and 
jobs (e.g. unable to afford cooling appli-
ances due to abysmal female labor force 
participation); and strict gender roles due 
to which they are restricted to certain 
tasks (e.g. cooking during the day) and 
behaviors (e.g. unable to wear fewer or 
lightweight clothes).

With this as a backdrop, we propose 
retrofitting the existing public transporta-
tion systems in our hot cities into cooling 
infrastructures, as a measure to address 
climate vulnerability from a climate and 
gender justice standpoint. We make this 
proposal not just because we are urban 
mobility researchers and enthusiasts and 
see public transportation as essential for 
a sustainable and carbon-neutral city, but 
also because we believe public transporta-
tion lies at the heart of the question about 
access to the city and equality in social 
relations. From our research on the Delhi 
metro and Karachi buses, we have learned 
how these spaces can be places of subju-
gation but also of resistance; of exclusion 
but also inclusion; and of powerlessness 
but also of agency. By expanding the pur-
pose and role of public transportation, 
we forecast the amplification of all that is 
good about our buses, metros, autos and 
Qingqi rickshaws.

The question, then, is what we mean 
by turning public transportation systems 
into cooling infrastructures.2 In our vision, 
we consider the door-to-door journey as 
the baseline for what is part of the public 
transportation system. This includes the 
big, obvious elements such as vehicles 

Though Meeruthi clearly omits gender 
as a factor influencing how people inter-
act with and navigate heat, his reference 
to class is a great starting point for our 
essay on how to make our burning cities 
more bearable for the marginalized, the 
vulnerable and the discriminated.

Just like poverty, health and mobility, 
climate vulnerability is gendered, with 
women – especially those from margin-
alized groups – being disproportionately 
affected by global heating and extreme 
weather events such as heatwaves. This 
difference in vulnerability exists because 

»�Though Meeruthi 
clearly omits 
gender as a factor 
influencing how 
people interact 
with and navigate 
heat, his reference 
to class is a great 
starting point for 
our essay on how 
to make our burn-
ing cities more 
bearable for the 
marginalized, the 
vulnerable and the 
discriminated.«

usage in cities that are often water-scarce. 
Being fully aware of these limitations, we 
still take this position because we see this 
increase in water usage as a matter of 
redistribution of resources, which is re-
directing water supply from wasteful and 
luxurious activities – such as maintaining 
golf courses, filling swimming pools and 
nourishing ornamental landscaping – to 
our cooling infrastructure.

The next recommendation is to tap into 
local cooling cultural practices such as 
simply putting a wet towel on one’s head 

and serving chabeel.4 Public transportation 
authorities should integrate these activities 
into the mobility infrastructure such as in 
stations, in partnership with philanthropic 
groups that already do this and with help of 
local youth volunteer groups, to widen the 
scope. Street vendors, who play a partic-

(buses, metro trains etc.) and their wait-
ing stations; but also, paratransit modes 
and pedestrian pathways connecting des-
tinations to the stations. Additionally, we 
regard public spaces such as public parks 
and gardens of public buildings as comple-
mentary components which will work as 
neighborhood cooling pockets connected 
by the cool mobility infrastructure.

As per our proposal, first and fore-
most, the public transportation fares 
should be slashed completely or consid-
erably to make it accessible to everyone 
who needs it, for the entire hot period.3 
This would remove the financial barrier 
that usually prevents many economically 
disadvantaged groups from using it; and 
encourage them to utilize it as a shelter 
from the sun. This effort will have to be 
supplemented by another measure: in-
creased frequency of transport vehicles, 
to ensure that everyone who wants to use 
public transportation can do so without 
waiting too long or having to miss several 
buses, as is happening in Delhi right now 
because of pandemic regulations banning 
overcrowding without increasing the fre-
quency of buses. Then, last-mile connec-
tivity should be enhanced through a) new 
seasonal routes connecting different areas 
to major stations, b) improved pedestrian 
infrastructure including footpaths with re-
flective paint, shading by non-water-inten-
sive native trees as well as architectural 
canopies, with places to sit and rest; and 
c) drinking water stations along with safe 
toilets which would be needed more than 
usual due to the recommended increase in 
water intake to stay hydrated.

As it must be obvious by now and will 
become even clearer further down the es-
say, our plan may lead to a spike in water 

»�As per our pro
posal, first and 
foremost, public 
transportation 
fares should be 
slashed completely 
or considerably to 
make it accessible 
to everyone who 
needs it, for the 
entire hot period.«
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can provide necessary support to affected 
passengers without delay. Finally, proper 
ventilation should be ensured in all buses; 
windows should be inspected beforehand 
and fixed if needed, as ventilation is crucial 
for maintaining the body temperature at a 
moderate level.

Given the immateriality of heat – as 
compared to floods for instance, ade-
quate and timely communication about its 
dangers and how to deal with it is also a 
crucial part of this proposal. We envision 
that the public transportation system will 
also double up as a robust early warning 
communication channel where informa-
tion about heat and its mitigation will be 
disseminated through posters, announce-
ments and other popular mediums.

Having made our recommendations, 
we would like to conclude this essay by 
addressing the elephant in the room: fund-
ing for this cooling infrastructure. In South 
Asian cities, public transportation systems 
(with the exception of the elitist Delhi 
Metro) are pressed for resources, and we 
hesitate to burden them further. What we 
propose, instead, is to align the various 
goals and budgets for climate resilience 
of different departments including, but not 
limited to, disaster management, trans-
port, urban development, energy, social 
welfare, minorities welfare, environment 
and climate change, labor and employ-
ment, youth welfare, municipal admin-
istration, and women and child develop-
ment divisions. This coordination between 
various arms and agencies of the state 
may also require changes in policy, intro-
duction of additional laws and new taxa-
tion schemes (to generate environmental 
funds from the “uber-rich” polluters with 
a high carbon footprint) – steps we think 

ularly significant role in serving seasonal 
drinks to quench people’s thirst on-the-go, 
can also be mobilized in this regard and 
stationed strategically along the arteries 
and mobility nodes.

Regarding transportation vehicles, 
every bus and metro train should car-
ry first-aid kits tailored for heat-related 
emergencies; this means they should in-
clude items like cold packs and oral rehy-
dration salts (commonly known as ORS), 
in addition to the regular items. Further, 
the staff should be trained for protocols on 
dealing with health emergencies, so they 

»�We envision that 
the public trans-
portation system 
will also double up 
as a robust early 
warning communi-
cation channel 
where information 
about heat and 
its mitigation will 
be disseminated 
through posters, 
announcements 
and other popular 
mediums.«

climate change – our proposal can provide 
the much-needed respite from the scorch-
ing sun that shines, and will continue to 
shine, strongly above us. Given this crisis 
and its unequal burden on the already vul-
nerable communities of the Global South, 
we see the tweaking of public transporta-
tion systems into cooling infrastructures 
as acknowledging the gendered experi-
ences of ordinary and everyday users, and 
ensuring sustainable cooling as their right.

are crucial. These funding streams can be 
further boosted by existing philanthropic 
efforts, piecemeal government grants, and 
corporate social responsibility initiatives – 
all aligned under a single program for im-
mediate action.

Going back to the poet Ismail Meeruthi, 
who was comparing heat-struck humans 
to fish out of water in the 19th century, we 
hope that in this century – when the earth 
has gotten warmer due to human-induced 

1	� Translation: Summer
2	� We draw inspiration from and attempt to add to the body of work under https://www.coolinfrastructures.com/
3	� In principle, we believe public transport systems should be free for everyone, all the time.
4	� A cool, sweet drink served by Sikh and Shia groups as a community service on hot and/or holy days.



266 267

Social Well-BeingGLOBAL SOLUTIONS JOURNAL ∙ ISSUE 8

Towards a basic 
income for lifelong 
learning
How to realize security in times of rapid change
Opinion piece

Author:

Rainald Manthe 
Head of Program “Liberal 
Democracy”, Center for 
Liberal Modernity

Institution:

Social media: 
Twitter: @LiberaleModerne 
Linkedin: https://www.linkedin.com/company/
zentrum-liberale-moderne

Keywords:  
Lifelong learning, security in times of rapid 
change, basic income, education

The Center for Liberal Modernity is a 
Berlin-based Think-Tank that stands up for 
the defense and renewal of open society. 
Liberal Modernity, as such a combination 
of individual freedom, democratic republic, 
cosmopolitanism and cultural diversity is 
facing pressure worldwide. It is challenged 
from within as well as from the outside. In 
times of fundamental changes there is a need 
for crosspartisan reflection about the future 
of our common society and the international 
order. For us the individual freedom and social 
cohesion, personal responsibility and strong 
public Institutions belong together. 

We are living in times of rapid change: cli-
mate change, digitalization, the COVID-19 
pandemic, the looming systemic competi-
tion with China, global migration and the 
realignment of globalization are changing 
our world. Each of those pose their own 
challenges, but they also mutually rein-
force each other. 

Change is a characteristic of the mod-
ern age. But the current change is faster 
than before, and it comes with insecuri-
ties for broader parts of the population. 
There is an increasing desire for consis-
tent security and belonging. To be able to 
risk change, a certain “security corridor” 
is needed. This is what we call “security in 
times of rapid change.” 

POLITICS MUST PLAY A ROLE 
Politics must provide people with security 
in times of rapid change. Therefore, politi-
cians are called upon to find answers. The 
answers should include two things: First, 
they must offer solutions to the challeng-
es outlined, and second, they must give 
people “security in times of rapid change.” 
This security, which allows people to be 
in control of and shape their own lives 
even in phases of rapid change,– is also 
important for democracy. In this way, de-
mocracy can (and must!) prove that it is 
capable of acting (Center for Liberal Mo-
dernity, 2019).

How can security in times of rapid 
change be achieved? The megatrends de-
scribed above have massive impact on our 
economy and the way we live and work.   
Studies show that over 50% of all exist-
ing jobs will change in the next ten to 15 
years, and some will no longer exist. The 
Covid-19 pandemic accelerated processes 
that started before, especially in technolo-

gy adaption (see, for example, World Eco-
nomic Forum 2020). 

This makes education and lifelong 
learning even more important areas than 
ever before. While there a lots of policy in-
struments to foster primary and secondary 
education, lifelong learning is not in the 
focus of policy makers in most countries. It 
is mostly left to individuals and companies, 
who do a lot – in Germany, they finance 
2/3 of lifelong learning activities alone. 
But this is not enough: Climate change, 
digitalization, systemic competition, and 
the reconfiguration of globalization will 
cause tremendous structural changes in 
the ways we live, work, and produce. It will, 
for most citizens, no longer be enough to 
be trained and then remain in one occupa-
tion for their entire working lives. 

WE NEED A BASIC INCOME FOR 
LIFELONG LEARNING
What is needed is a broad initiative to fos-
ter lifelong learning. We therefore propose 
making massive investments in this area 
and granting every citizen a basic educa-
tion income for lifelong learning. This in-
strument can be designed differently for 
each country. I will describe it for the case 
of Germany. 

The basic education income proposed 
here combines a legal right to further 
education with a concrete financing in-
strument. It grants every adult citizen up 

»�Politics must pro-
vide people with 
security in times 
of rapid change.«
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well as training courses that are solely for 
private development and cannot be used 
for work. These restrictions are justified, 
because the basic education income would 
be financed from tax revenues (see be-
low). In such financing, a balance must be 
found between added value and individual 
benefit. 

We propose a basic amount of 1200 
euros net per month. This amount would 
allow low-income earners to make very 
few cuts but would force higher-income 
earners to spend part of their savings to 
maintain their standard of living. This can 
be justified because it is a state investment 
with an impact on society as a whole, but 
which can also have positive effects for the 
individual – less unemployment, a higher 
lifetime income, more life satisfaction. In 
addition, supplements would be provided 
for children or impairments, e.g. 200 euros 
per child. Social security contributions and 
course and material costs would also be 
covered. A minimum claim period of three 
months at a time would ensure that the 
administrative costs and benefits of con-
tinuing education are not out of proportion. 

In order to make lifelong learning ac-
cessible to broader sections of the pop-
ulation, a number of other measures are 
needed in addition to a legal entitlement 
and a simple financing instrument, includ-
ing accessible consulting, quality check 
and mainstreaming the market for fur-

to three years of state-financed further 
education. This instrument allows peo-
ple to change careers during the course 
of their working lives and enables them 
to learn something completely new or to 
renew their competencies in certain ar-
eas. They can decide on their own in which 
area they want to specialize if they want to 
learn something completely new or even 
do a bachelor’s or master’s degree. 

A legal right to continuing education 
should apply to all people of working age. 
A legal entitlement is enforceable; it gives 
citizens a strong position vis-à-vis the 
state. A right to continuing education an-
chors the issue in people’s minds. 

PEOPLE NEED THE CHANCE TO 
CHANGE CAREER AND TO LEARN 
SOMETHING NEW 
The demand for a legal right to continuing 
education is widespread, both politically 
and in the professional community in Ger-
many and beyond. However, it is of little 
use if it is not linked to concrete instru-
ments. Central to this is the question of 
financing. 

The Center for Liberal Modernity 
therefore has proposed a basic income 
for lifelong learning and has modeled it 
for the German case. It should be avail-
able to all people between the ages of 25 
and 65, i.e., during their active working 
phase, for job-related or professional fur-
ther education.

They should be able to take advan-
tage of this basic education income for 
up to three years over the course of their 
working lives, either in whole or in part. 
Part-time training would be possible, but 
initial training and purely company-based 
further training would be excluded, as 

»�We need a basic 
income for lifelong 
learning.«

continuing education must also be widely 
shared politically. The basic income for 
lifelong learning would be a strong invest-
ment in the future – an investment that 
also entails costs. However, these costs 
could be offset, at least in part. What is 
the value? It will empower people to take 
care of their own lives and career, help to 
prevent unemployment, foster economic 
growth and innovation, help regulate mi-
gration and help stabilize democracy by 
providing policies that empower citizens. 

A basic education income can help not 
only to cushion structural change in the la-
bor market, but also to make it possible to 
shape it – both politically and individually. 
This can lead to lower spending on (long-
term) unemployment and thus to higher 
tax and social security revenues. These 
two effects would also help to amortize 
the costs of a basic education income in 
the medium term. 

A BASIC INCOME FOR LIFELONG 
LEARNING WOULD HELP DEMOCRACY 
TO DELIVER
A basic income for lifelong learning has 
great potential. It is a flexible instrument 
that allows for quick reactions to changes 

ther education. These would help to make 
continuing education more accessible, and 
to ensure and improve the quality of the 
programs. It is important for the idea of 
a legal right that people are not bound to 
the guidance given. They are free to decide 
whatever training they want to make within 
the portfolio of the basic income for life-
long learning.

STATES SHOULD INVEST HEAVILY IN 
FURTHER EDUCATION
It is difficult to foresee exactly what the 
costs of a basic education income would 
be. It is still unclear to what extent it would 
be taken up if it were a simple, easy-to-un-
derstand and available instrument. We as-
sume that far more people would opt for 
substantial, job-ready training than they do 
now if a basic income for lifelong learning 
were available. This is evident on the cost 
side, but also on the benefit side. The fact 
that continuing education can help signifi-
cantly in coping with the upcoming struc-
tural change in our economy and working 
world justifies government investment to a 
much greater extent than before. 

For Germany, the economic research 
company Prognose calculated two scenar-
ios that assume that each year one percent 
of those entitled to it – around 367,000 
people – take up a basic education income 
for an average of four and seven months 
respectively. Including living expenses, 
course costs and social security contri-
butions, the calculations arrive at a range 
of between 7 and 14 billion euros annually 
(Center for Liberal Modernity 2021). 

A basic education income would be a 
strong government investment in minds. 
But political and social consensus is nec-
essary. The call to establish a legal right to 

»�People must 
have the chance 
to change career 
and to learn 
something new 
during their 
lifecourse.«
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to the areas where it is needed most. The 
challenges described in the beginning, 
namely climate change, digitalization, and 
global migration, are affecting the Glob-
al South and developing countries even 
more. 

Thus, the international community can 
take on responsibility and create funds to 
foster lifelong learning worldwide. The ba-
sic income for lifelong learning can be a 
model for such funds. 

This can be used in addition to the 
much-criticized microcredit-system (see 
Chliova et al. 2015 for a meta-analysis). 
While microcredits start with the under-
financialization of people, a basic income 
for lifelong learning assess the skills 
people have or can obtain. Both are much 
needed, especially in developing societies 
and both help empower people to lead 
their own lives. 

in the economy, skill sets and the labor 
market. Tying a financing instrument to a 
citizen’s right to continuing education of-
fers a way to galvanize comprehensive po-
litical support for the continuing education 
sector. By being unbureaucratic, easy to 
understand, widely applicable, and linked 
to non-binding but competent guidance, 

the instrument has the potential to signifi-
cantly increase participation in continuing 
education. What’s more, it promotes par-
ticipation in continuing education and, be-
yond that, in society. 

This also has repercussions for our 
democracy: if people feel they can take 
responsibility for their own lives, their 
approval of democracy increases. The ar-
gument also works the other way around: 
democracy is only successful in the long 
term if it “delivers,” i.e., gives people the 
opportunity to develop. It must offer people 
“security in times of rapid change,” even 
and especially in times of major change. A 
basic education income can be a building 
block for this. 

The proposed instrument is a suitable 
model for developed countries with a solid 
basic education and financial resources. 
Here, states can invest larger amounts 
also in further education. But it is also a 
model that can be applied to different na-
tional and supranational contexts. The G20 
can promote such an instrument, create 
funds to finance it and allocate the money 

»�States should 
invest heavily in 
further education.«
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ABSTRACT 
Globally, the COVID-19 crisis has forced 
the higher-education sector to adopt in-
novations and technologies to save the ac-
ademic calendar by progressing through 
the curriculum. Pervasive inequalities in 
the education system before the pandem-
ic are now exaggerated, with marginalized 
students excluded from learning due to 
disparities in access to remote learning 
infrastructure, digital learning material 
and digital skills. The challenges of in-
equality seem pervasive across universi-
ties but most acute in the developing and 
emerging worlds. Drawing from a webinar 
hosted by the Human Sciences Research 
Council during the early stages of the pan-
demic and subsequent research, this pa-
per shares key lessons in remote learning 
from across the globe. In summary, the 
paper provides five important takeaways 
about remote learning. 

INTRODUCTION
While in crisis mode, the higher-education 
sector has rapidly adopted new technol-
ogies at scale and pace none might have 
believed possible pre-COVID-19. Video 
conferencing technology has given people 
across the globe the opportunity to get to 
grips with remote learning. While online 
learning, massive open online courses 
(MOOCs) and virtual learning have had 
varied uptake throughout the world, the 
COVID-19 crisis has prompted an enor-
mous leap forward in appreciating future 
possibilities.

DEVELOPING A LONG-TERM ONLINE 
LEARNING POLICY
Going forward, we need to distinguish 
emergency remote learning in a crisis from 

an authentic online learning programme. 
During the pandemic, the higher-educa-
tion sector has adopted emergency learn-
ing protocols, often with minimal interac-
tion between staff and students. Once the 
pandemic has passed, we need to think 
carefully about how educational practice 
should change into a new blended mode of 
teaching and learning. As the higher-edu-
cation sector starts to develop a long-term 
online learning policy, there is a need to 
adopt inclusive policies that promote equal 
access to and usage of digital technologies. 
Lessons must be designed to be fit for pur-
pose, appreciating how students consume-
learning material using the digital tools 
available. We need to do much more work 
on questions surrounding young people’s 
ability to learn remotely, their engagement, 
the students’ and staff’s anxiety levels and 
levels of online expertise of educators, and 
the best combination of online and real-life 
learning and teaching.

REMOTE LEARNING AS A POTENTIAL 
EQUALIZER
At the start of the pandemic, the key ques-
tion that emerged was whether South Af-
rica’s education sector was in a position to 
compete with its counterparts in Europe 
and China. At its core, this question recog-
nizes the vast disparities in access to tech-
nology, the price of data, digital skills and 
the resources available to higher education 
institutions. While remote learning has the 
potential to become an equalizer by ensur-
ing the same quality of education for all, 
access to the tools to make it possible is a 
matter that needs urgent policy attention.

For example, while online access in 
China and Italy is more widespread and 
cheaper than in South Africa, an urban-ru-

https://www.linkedin.com/in/sharleneswartz/
https://www.linkedin.com/in/sharleneswartz/
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learning resources and provide internet 
data bundles for study purposes. However, 
these negotiations were carried out by in-
dividual institutions, resulting in different 
support packages for students based on 
the institution attended. Centralized ne-
gotiations could have potentially offered 
a standard level of access. In addition, 
each institution has invested in individual 
learning platforms with varying features. 
In Egypt, the state launched a centralized 
learning platform shared by educational 
institutions, allowing staff and students to 
interact free from data charges. The cen-
tralized platform also limits the expenses 
incurred by institutions that require such 
infrastructure. In other African counties 
such as Ghana, Kenya and Uganda, remote 
learning was supplemented by radio and 
television access, recognizing the chal-
lenges in mobile network coverage, par-
ticularly in rural areas. Ubiquitous internet 
connectivity at low or no cost and energy 
sources to power devices seems to be the 
key to equality in accessing e-learning 
globally.

ONLINE LEARNING MAY BE THE FIRST 
STEP TO CHANGING SOCIETY
The COVID-19 crisis is possibly a catalyst 
for critical thinking with a long-overdue 
focus on content in education. In addi-
tion, new learning skills need to be taught 
in a world where information is in huge 
supply, but critical thinking is not. When 
comparing online learning with classroom 
learning, one may find better exchanges 
and interaction in the classroom. How-
ever, there were also some benefits ex-
perienced through remote learning over 
contact learning. For example, one could 
watch a missed lecture, although without 

ral divide still exists in China and a North-
South divide in Italy. In China, cheap data 
and device costs enabled a rapid transition 
to online learning during the height of the 
COVID-19 crisis. In some European coun-
tries, governments provided physical de-
vices to ensure learning occurred. In South 
Africa, where many students have to travel 
and be accommodated at high costs, re-

mote learning offers potential if access to 
data and devices can be overcome. Howev-
er, as students have returned home, there 
is a need to appreciate the cultural differ-
ences that influence learning behaviors. A 
student from a rural village may feel ob-
ligated to contribute to household chores, 
limiting his/her contributions to lessons, 
compared to another student following a 
more urban lifestyle. Thus, there is a need 
to schedule lessons when convenient for 
all students.

In addition, addressing the access 
challenge is a central concern where dig-
ital inequalities are high. In South Africa, 
universities have negotiated deals with 
mobile network providers to offer stu-
dents free access to universities tools and 

»�Going forward, we 
need to distinguish 
emergency remote 
learning in a crisis 
from an authentic 
online learning 
program.«

staff a variety of platforms to choose from 
when producing and sharing learning ma-
terials with students. Such practices high-
light the value of the state entering into 
public-private partnerships to strengthen 
the products and services available to the 
higher education sector. 

BEYOND ACCESS TO SUPPORT AND 
QUALITY
As the education sector implemented 
emergency remote learning protocols to 
save the academic calendar, teachers had 
to carry the burden of successfully navi-
gating current infrastructure limitations. 
To better prepare for this challenge, they 
too need access to free data and free re-
sources just as much as the learners. 
However, it is essential to support educa-
tors beyond simply addressing the access 
challenges they and their students have 
experienced. In Italy, for example, teach-
ers required rapid, intentional training to 
use the appropriate tools to successfully 
manage online learning. This steep learn-
ing curve is frequently one that learners 

the benefit of real-life interaction. These 
possibilities have only just begun to be 
explored, and there are more opportuni-
ties still to be found. In future, much more 
work is needed to incorporate artificial 
intelligence (AI) and virtual reality into the 
learning experience and devise intentional 
online pedagogies that depart from pas-
sive learning methods and promote active 
learner engagement. 

Furthermore, the COVID-19 crisis gives 
us an opportunity to leapfrog outdated 
technologies. The traditional routes to ad-
vanced technology applications need not 
be followed. Thus, if suitable policy choic-
es are made, 5G mediums or AI applica-
tions in online practicals could be made 
available to South Africa and the world’s 
poor. During the pandemic, the Technical, 
Vocational Education and Training (TVET) 
sector was greatly affected. TVET colleges 
struggled to negotiate technology access 
deals with large corporates or secure the 
technology needed to conduct practical 
training virtually. These experiences have 
led to TVET college shutdowns or a focus 
on theory at the expense of practical study, 
impeding the effectiveness of such train-
ing. Devising inclusive strategies to access 
virtual reality technologies to conduct 
practical training will significantly benefit 
the TVET sector.

Anxiety about these changes is natu-
ral, but as experienced in China, it can be 
quickly overcome as people become famil-
iar with the technology and appreciate its 
advantages. China’s preparation in making 
available infrastructure, devices and edu-
cators with the necessary skills supported 
their almost seamless transition. In par-
ticular, China’s partnership with its EdTech 
sector allowed its universities to offer its 

»�Ubiquitous inter-
net connectivity at 
low or no cost and 
energy sources 
to power devices 
seems to be the 
key to equality in 
accessing e-learn-
ing globally.«
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on the tools needed to communicate and 
engage with students. This programme 
helped address some of the teething chal-
lenges frequent across other countries. 
Emergency remote learning also suffers 
from inadequate contact between staff 
and students. Through emergency remote 
learning protocols, universities have at-
tempted to replicate traditional lectures in 
an online setting. However, interaction is 
often limited with a large staff to student 
class ratio. Universities in Russia and Chi-
na have implemented mass teaching assis-
tant recruitment programmes to improve 
staff-to-student interaction and assist 
staff in conducting lessons online. These 
programmes have allowed staff to conduct 
lessons in smaller groups, thus increasing 
engagement among peers and staff.

We are only beginning to support 
teachers in delivering quality online edu-
cation and learning that requires a physi-
cal experience. The quality of online plat-
forms varies greatly and is in danger of 
perpetuating the inequalities of real-life 
institutions. So, for example, in South Af-
rica, while TVET college websites were ze-
ro-rated by service providers, thus allow-
ing free access to resources, many online 
platforms of TVET colleges and historical-
ly disadvantaged institutions are of poor 
quality. These institutions could benefit 
from centralized platforms as launched 
in Egypt.

BEYOND TEACHING TO CREATING 
LEARNING COMMUNITIES
At the University of Bologna, in Italy, while 
the transition from contact teaching to 
remote teaching was relatively easy and 
facilitated well using video conferencing 
software, it soon became apparent that 

are better equipped to manage than teach-
ers, a phenomenon that requires reflec-
tion. The role of power in education has 
frequently been a topic of discussion, and 
now more than ever, it is in play, but with 
the imbalance reversed. 

In China, the country took advantage of 
the Chinese New Year celebration, which 
coincided with its first lockdown, to roll out 
a massive two-week programme of digital 
skill development among all staff, focusing 

»�Universities in 
Russia and China 
have implemented 
mass teaching 
assistant recruit-
ment programs 
to improve staff-
to-student interac-
tion and assist 
staff in conducting 
lessons online. 
These programs 
have allowed staff 
to conduct lessons 
in smaller groups, 
thus increasing 
engagement among 
peers and staff.«

well as physical and mental health care 
support workers and gym staff. Staff need 
to develop innovative online programmes 
to ensure that the institution caters to the 
broad aspects of the students’ and staff’s 
well-being. 

CONCLUSION
With the shift online, much of the burden in 
ensuring a successful transition is placed 
on staff who must maintain contact with 
students, assess their needs and develop 
learning materials appropriate to the stu-
dent’s level of digital capability. In the ab-
sence of a broader inclusive online learn-
ing policy, managements expectations 
need to be redefined to protect staff from 
burning out or suffer from being “always 
on” during this period of change. Unique 
to the COVID-19 crisis was the expectation 
that we would “soon go back to normal,” 
which will clearly not be the case. Helping 
each other settle in for the long haul and 
an uncertain future has become part of the 
remote-learning experience.

After the COVID-19 crisis, South Africa, 
as with the rest of the world, is likely to 
experience increased economic inequali-
ties as jobs are lost, and economies slow 
down. The time to innovate and introduce 
accessible and quality mass education is 
now, in the midst of the pandemic, so that 
once the crisis has passed, there can be no 
going back to how things were, pedagogi-
cally and economically.

formal teaching content was only one part 
of the educational enterprise. Shortly af-
ter online teaching began, the university 
set up a holistic programme to support 
learners, focusing on delivery through 
technology and building and maintaining 
a community through remote learning. The 
loss of in-person contact has impacted the 
well-being of students, resulting in high-
er stress levels following the change. In 
one particularly concerning example from 
India, the suicide rate among students in-
creased by 21% in 2020 over 2019 levels, 
highlighting the substantial increase in 
stress felt by students. With this in mind, 
the higher-education sector must make 
supplementary programme staff acces-
sible online and provide social spaces for 
students to meet online. 

The University of Bologna experienced 
success by developing a wide-ranging 
cultural programme offered by staff and 
students from the music and drama de-
partments that promoted socialization to 
counter feelings of solitude. Another key 
learning from the University of Bologna’s 
experience is that, as weeks went by, the 
teaching staff began to share experienc-
es and expectations. This mutual support 
ensured the mental health of lecturers 
as they struggled to maintain the same 
online pace as they could do in real life. 
Ultimately students and staff require a 
range of support whereby career guid-
ance offices become accessible online as 

1	  �This opinion piece builds on a past publication: Swartz, S. & Chetty, K. (2020) COVID-19: lessons in remote 
learning from China and Europe. HSRC Review. 18(2):31–33.
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INTRODUCTION:
This research paper aims at visiting two 
case studies, one from the Global North 
and another from the Global South, to 
assess their institutional response to 
the COVID-19 crisis, its effects on prin-
cipal-agent relations, and how the vacu-
ums presented by the crisis led to tectonic 
shifts in the social contract. Additionally, 
the paper visits the effects of multilateral 
interventions in both countries and inves-
tigates their outcomes. 

THEORETICAL BACKGROUND: 
In addition to exposing a globally dilapidat-
ed health system, the COVID-19 crisis has 
highlighted a dichotomy between princi-
pals and agents across sovereign states; 
for example, the institutional capability to 
implement lockdown measures. It has also 
shown that global solutions that include 
North-South collaboration, such as vacci-
nation, are needed, but also localized ones 
related to state-constituent relations need 
to be emphasized. 

The social contract is a tripartite con-
tract between public authorities, busi-
nesses, and the people, where people and 
businesses pay taxes to get social security 
and enabling ecosystems, and exchange 
wages in return for productivity. (Lassal-
le 2021) Within this contract, principals 
(mostly the people and businesses), in-
centivize their agent (usually the state) 
to rationally make the decisions that are 
most preferred by those principals. This 
relationship is governed by trust and ac-
countability (Gailmard 2012).

It has been argued that crises pose a 
shift in the social contract and its mani-
festations. These shifts could be a change 
in the terms of the contract or in the trust 

among the actors. For instance, the state’s 
expenditure on social services, such as 
health, education, and improvement of 
working conditions, have increased after 
major crises, such as Marshall Plan after 
World War 2, the birth of Nordic welfare 
state, and the introduction of the Interna-
tional Labour Organization in 1919 in the 
wake of World War 1 and the outbreak of 
influenza (Madgavkar et al. 2020, Frey et 
al. 2021). In general, what these shifts had 
in common is that they followed waves 
of social unrest, mobilization of massive 
resources to overcome the crisis, and an 
exacerbation of social tensions (Lassalle 
2021). 

Similarly, the unremitting COVID-19 
pandemic is not short of crisis. So far, evi-
dence has shown that the largest 22 econ-
omies have increased their expenditure on 
pandemic stimulus plans and cushions by 
at least 20%, in contrast to a declining trend 
of social contract expenditure in the past 20 
years (Madgavkar et al. 2020). Additionally, 
pandemic-related unemployment and fatal-
ities intensified social unrest as measured 
by political protests (Lackner 2021). 

In parallel, less-developed states were 
unable to capitalize on this “opportunity.” 
An eroded social contract was exposed, 
but their reactive public finances mobili-
zation was not of the same magnitude of 
the more developed states, due to limited 
financial resources, which consequently 
led to deteriorated trust within the princi-
pal-agent model. It was found that “a one 
standard deviation increase in composite 
government response measures leads to a 
0.353% increase in public trust in govern-
ment and a 0.414% increase in public belief 
in its truthfulness” (Razavi et al. 2020, Liu 
et al. 2021).
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stream of deaths (Boccia et al. 2020; Mon-
dino et al. 2020; Pisano et al. 2020). The 
COVID-19 outbreak was the most daunting 
public health challenge that Italy has faced 
in recent history and arguably “Italy’s big-
gest crisis since World War II” (Bosa et al. 
2021: 1). It has put extraordinary pressure 
on Italy’s healthcare system and on the 
economy in general.

There are many reasons that could 
explain why the COVID-19 pandemic had 
severe impacts on Italy, a developed coun-
try, and a member of the G20 as well as 
the European Union (EU). Italy’s decentral-
ized nature hampered the government’s 
response and affected the containment of 
the outbreak (Boccia et al. 2020). Further-
more, Italy’s ageing population (highest in 
Europe, with up to 23% of the population 
aged 65 and older in 2019) was a deter-
mining factor with regards to the num-
ber of deaths as well as the demand for 
advanced health support such as inten-
sive care units (ICUs) (Statista Research 
Department 2021). Nevertheless, this 
situation is not unique to Italy, and many 
developed countries with similar contexts 
managed to respond to the pandemic more 
effectively. 

A key factor that contributed to the un-
fortunate course of the pandemic in Italy 
is the persistent fragility of its national 
health service (SSN; Servizio Sanitario 
Nazionale). The SSNprovides universal 
free access to health care for Italian cit-
izens. Albeit one of the most applauded 
national health services in Europe, it had 
undergone continuous budget cuts in the 
past two decades (Bosa et al. 2021). The 
COVID-19 pandemic put even the best 
healthcare systems to the test. Therefore, 
underfunded systems like the SSN would 

CASE STUDIES: 
For this study, we draw lessons from the 
responses of Sudan and Italy, whose in-
stitutions, despite disparities in levels of 
development and advancement of health 
systems, were exposed greatly throughout 
the pandemic and presented the need for 
urgent reforms. 

ITALY: A CASE FROM THE GLOBAL 
NORTH.
Italy was severely affected by the first wave 
of the COVID-19 pandemic, where the first 
case was detected on 21 February 2020. 
The Italian government was the first Eu-
ropean government to impose a national 
lockdown early in March 2020, following 
the announcement of a state of emergency 
in an attempt to curb the spread of the vi-

rus. Despite the early and strict measures 
imposed by the Italian government, it is 
evident that the implications of the pan-
demic were tough, and it was described as 
a “tsunami” that caused an unprecedented 

»�In addition to 
exposing a dilapi
dated health sys-
tem, the COVID-19 
crisis highlighted 
a dichotomy 
between principals 
and agents across 
sovereign states.«

2021). It was estimated that around 81% 
of the population did not have access to a 
functional health center within two hours 
of where they live (WHO 2020). When the 
Covid-19 crisis struck Sudan, the country 
had already been crippled by urgent po-
litical and economic challenges. Despite 
the COVID-19 pandemic presenting a huge 
additional challenge, it was an opportuni-
ty for establishing a new social contract 
between Sudanese people and the state 
(Khogali 2020). 

The first COVID-19 case in Sudan was 
recorded in March 2020. The government 
responded to this health emergency by ap-
plying social distancing, lockdowns, disin-
fection of public spaces and other health 
measures to help prevent the spread of 
the virus. However, these measures were 
mainly enforced in urban centers where 
more infections were officially recorded, 

clearly suffer more under such unprece-
dented pressure. The strict spending re-
views in Italy, especially following the 2008 
economic crisis, have shifted the burden of 
healthcare finance from the government 
to households. As the pandemic hit, this 
reality created a serious bottleneck, par-
ticularly around the lack of adequate ICU 
facilities. Despite the government’s efforts 
to increase the SSN’s ICU capacity by 65%, 
this did not have an immediate positive im-
pact during the first wave of the pandemic 
(Bosa et al. 2021).

On the positive side, Italy’s position 
among powerful multilateral institutions 
has helped the country progress towards 
recovery and have a better response in 
the aftermath of the first wave. Through 
EU structures such as the European Med-
icines Agency (EMA), Italy had access to 
further expertise on managing the pan-
demic, and Italian citizens had more infor-
mation on dealing with the virus. Addition-
ally, the border management regulations 
were more effective in the EU context, 
in contrast to single-country regulations 
(Bosa et al. 2021). By investing in the 
SSN (i.e., improving the social contract) 
and leveraging knowledge and resources 
through multilateral institutions, Italy’s 
ability to cope with the pandemic has sig-
nificantly improved.

SUDAN: A CASE FROM THE GLOBAL 
SOUTH.
Due to over three decades of authoritar-
ian military rule in Sudan (1989 – 2019), 
the healthcare system in the country was 
under severe stress for being extreme-
ly underfunded, as at least 60% of the 
state’s budget is routed to the military 
and security forces (OCHA 2020; Ramani 

»�In the same way 
COVID has exposed 
humans with un-
derlying condi-
tions, it has ex-
posed states with 
underlying issues. 
This exposure was 
somewhat a seized 
opportunity to im-
prove state-con-
stituent trust.«
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ty of the state in protecting citizens under 
such dire conditions (Ahmed et. al 2020). 

Furthermore, the government strug-
gled in convincing citizens to follow the 
regulations, indicating the low levels of 
trust in government. Arguably, the incen-
tive structure in Sudan is dysfunctional, 
making it difficult to embrace normative 
principal-agent interactions. Citizens 
are not incentivized to pay taxes, and the 
government is incapable of providing ad-
equate services. Subsequently, the prin-
cipals generally lost trust in the agents’ 
intentions to make decisions that are mu-
tually beneficial, which made it difficult to 
go about any COVID-19 protective mea-
sures. The government of Sudan could not 
capitalize on the pandemic to address this 
dysfunctional citizen-state relationship; 
hence it lost a chance to restore a broken 
social contract (Khogali 2020).

ANALYSIS OF THE CASE STUDIES:
By comparing the two countries, the fol-
lowing points can be made:
– Existence within multilateral setups: 
Italy’s existence within a multilateral setup 
has helped in:

– Increasing the principals’ access 
to knowledge through outlets other than 
their respective government, such as the 
European Medicines Agency (EMA),

– This setup has also increased the 
state’s “peer learning” when it came to 
controlling and handling the outbreak. 
Apart from countries that experienced the 
Ebola epidemic (Diane et al. 2018), most of 
the Global South countries had insufficient 
expertise/structures aside from those reg-
ulated by WHO.  

– Shared accountability and coordinat-
ed actions with a higher-level agent, rath-

leaving large portions of more vulnera-
ble citizens unprotected. In contrast, it is 
argued that the majority of the Sudanese 
population was located in areas with little 
access to information on COVID-19, and 
no connections to other regional or glob-
al sources of information (Khogali 2020; 
Kanu and Khalafallah 2021). 

The Sudanese government’s response 
was limited and non-inclusive. This gap in 
the response between urban centers and 
rural areas was mainly covered by the in-
volvement of informal Community Based 
Organisation (CBOs), especially youth 
groups (Fadul et. Al 2021). Volunteers from 
most communities across Sudan worked 
on collecting donations to support needy 
families that were affected by the lock-
down. They also worked on assisting in 
health education and facilitating the tasks 
of the limited health care providers, as 
well as providing hand sanitizer and soap 
to encourage their community members to 
adhere to the COVID-19 prevention guide-
lines. The support provided by these CBOs 
was applauded by their respective commu-
nities, but also highlighted the incapabili-

»�The level of trust 
in government 
greatly influences 
to what extent 
principals are 
ready to adhere 
to their agent’s 
regulations.«

– Immediate vs. longer term gains: It was 
evident that firefighting during the crisis, 
i.e the case of Italy, was not effective on 
immediately improving the health in both 
countries, the response was following the 
virus spread, and never at a first lead. The 
response of the state followed the pattern 
of the spread of the virus, meaning that 
the areas and citizens that were hit first 
were able to access support, resulting in 
less support to those who were affected. 
Those who were affected earlier got hos-
pitalization, while those who were affected 
later were advised to isolate at home.

To conclude, in addition to exposing a 
dilapidated health system, the COVID-19 
crisis highlighted a dichotomy between 
principals and agents across sovereign 
states; for example, the institutional capa-
bility to implement lockdown measures. It 
has also shown that multilateral solutions 
that include North-South collaboration, 
such as border closure are needed, but 
also localized ones related to state-con-
stituent relations need to be emphasized.

er than single-handed interventions could 
result in positive spill-overs when tackling 
major crises.

– Information asymmetry: The princi-
pal-agent theory assumes that principals 
have the information advantage, while the 
agent has an advantage on the expertise 
side; however, this was reversed in the 
Sudanese case, where the state had an 
information advantage, which led to less 
accountability about their intervention and 
hence less-effective action, which was not 
the case for Italy.

– The social contract: In the same way 
COVID has exposed humans with underly-
ing conditions, it has exposed states with 
underlying issues and the vulnerability of 
those who are inadequately covered by so-
cial protection in Global North and Global 
South countries alike. However, this expo-
sure was somewhat a seized opportunity 
to improve state-constituent trust in Italy 
and a lost one in Sudan.

– Trust in government: The level of trust in 
government greatly influences to what ex-
tent principals are ready to adhere to their 
agent’s regulations. In the case of Sudan, 
where citizens are not comfortable to pay 
taxes and rely on alternative sources to ac-
cess services, it is difficult to assume that 
they would follow the state’s regulations, 
even in times of crisis.
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Think20
The Think20 (T20) is the official engagement group of the G20, bringing together leading think 
tanks and research centers worldwide. It serves as the “ideas bank” of the G20 and aims to pro-
vide research-based policy recommendations to the G20 leaders. In 2022, Indonesia holds the G20 
Presidency and therefore also the T20 Presidency. 
More information at www.t20indonesia.org

Think7
Think7 is an engagement group of leading think tanks from the G7 countries. The Global Solutions 
Initiative has been mandated by former Chancellor Angela Merkel to chair the Think7 jointly with 
the German Development Institute/Deutsches Institut für Entwicklungpolitik during Germany’s G7 
Presidency in 2022.

The Think7 engagement group works to develop and propose research-based policy recom-
mendations to support the German G7 Presidency. Besides short-term responses such as provid-
ing vaccines or financial support programs in the G7 countries and beyond, this responsibility also 
implies stewardship for longer-term systemic transformations that generate an environmentally 
sustainable, socially just and resilient recovery in a multilateral system. 

At the Think7 Summit, the policy recommendations will be handed over to the G7, to inform 
and inspire the G7 Communiqué.  
More information at www.think7.org

The Global Solutions  
 Initiative

The Global Solu-
tions Initiative The Global Solutions Initiative (GSI) is a global, non-profit and non-partisan platform for ideas. 

It advances global economic, environmental, and social prosperity by connecting thought leaders 
and decision makers, visionaries and pragmatists. Headquartered in Berlin, the Initiative proposes 
research-based policies to the G20, the G7 and beyond, through ongoing exchange and dialogue 
with the Think7 and Think20 engagement groups. 

Annually, GSI hosts the Global Solutions Summit, a festival of ideas for better global governance. 
It is the world’s premier forum for transforming research-based insights into policy recommen-
dations for the G20. Since 2017, the annual summits have served as a stepping stone between the 
respective G20 and T20 presidencies. During the German G7 Presidency in 2022, together with the 
German Development Institute/Deutsches Institut für Entwicklungspolitik (DIE), the Global Solutions 
Initiative chairs the G7 engagement group Think7.

European Commission’s Frans Timmermans, then-German Minister for Environment Svenja 
Schulze, Global Solutions President Dennis J. Snower, then-OECD Chief of Staff Gabriela Ramos, 
then-German Vice Chancellor and Finance Minister Olaf Scholz, Saudi G20 Sherpa H. E. Fahad 
Almubarak, G20 Sherpa Argentina Pedro Villagra Delgado, and T20 Chair Japan Naoyuki Yoshino 
at the 2019 Global Solutions Summit. 

THE GLOBAL SOLUTIONS INITIATIVE’S INVOLVEMENT IN THE T20/G20 TIMELINE THE GLOBAL SOLUTIONS INITIATIVE’S INVOLVEMENT IN THE T7/G7 TIMELINE
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Activities
∙ �Circular Economy Solutions Dialogues 

The CESD advance the circular economy 
agenda and facilitate the initiative to dis-
seminate green technologies globally and 
their contextualized application.  
More information at https://www.global-
solutions-initiative.org/policy-advice/
circular-economy/

∙ �Digital Empowerment 
The Global Solutions Initiative has set itself 
the goal of actively advancing the debate on 
the rules of digital governance and develop-
ing proposals in close cooperation between 
research, business and politics that will 
lead to a comprehensive reorientation of 
the digital space in the spirit of recoupling. 
Digital empowerment will also be part of 
the workshop series of the Socioeconomic 
Transformation Program at THE NEW INSTI-
TUTE, headed by Dennis J. Snower. 
More information at https://www.global-
solutions-initiative.org/policy-advice/digital-
governance/

∙ �Global Solutions Summit 
The summit is an annual conference in 
Berlin, providing an opportunity to present 
and discuss policy recommendations and 
visions in advance of the G20/T20 and G7/T7 
Summits. 
More information at https://www.global-
solutions-initiative.org/events/summit/

∙ �Ongoing workshops and conferences  
Our ongoing activities are deep dives into 
particular policy areas with the objective to 
develop solutions that strengthen multilater-
alism and recoupling. 
More information at https://www.global-

solutions-initiative.org/events/conferences-
workshops/

∙ �The Recoupling Dashboard 
A country-specific research tool to measure 
the well-being of societies beyond GDP, 
which illustrates the interconnections be-
tween economic, social and environmental 
prosperity. 
More information at https://www.global-
solutions-initiative.org/recoupling-dashboard-
homepage/

∙ �Think7 
Think7 is an engagement group of leading 
think tanks from the G7 countries. It works 
to develop and propose researched-based 
policy recommendations to support the Ger-
man G7 Presidency. 
More information at https://www.think7.org

∙ �Young Global Changers 
An engaged global network of young indi-
viduals with innovative ideas to change the 
world in the spirit of recoupling. 
More information at https://www.global-
solutions-initiative.org/young-global-changers/

∙ �Workshop Series on Measuring Prosperity 
The aim of the workshop series is to bring 
the measurement of prosperity in economics 
and business into consonance, as a prelude 
to the consistent assessment of government 
policy and business reporting. This assess-
ment is meant to a foundation for explor-
ing new approaches to the formulation of 
government policies and business strategies 
in the service of human well-being. The 
workshop series is part of the Measurement 
of Prosperity Initiative of Socioeconomic 
Transformation Program at THE NEW INSTI-
TUTE, headed by Dennis J. Snower.

∙ �Workshop Series on Economic 
Paradigm Change 
The workshop series attracts major contribu-
tors in the development of new paradigms for 
economics. The new paradigms contain a new 
understanding of the purpose of economics, 
focused on the mobilization of resources in 
the pursuit of wellbeing in thriving societies, 
now and in the future. Furthermore, the new 
paradigms involve a new approach to the 
collection of economic data, new methods of 
analysis, new questions concerning the na-
ture economic activity, and new assessment 
of economic success. The workshop series 
is part of the Socioeconomic Transformation 
Program at THE NEW INSTITUTE, headed by 
Dennis J. Snower.

Contributions
∙ �Narrative contribution  

The GSI puts strong emphasis on the co-crea-
tion of a joint narrative around the ‘recouplingʼ 
of social, economic and environmental 
prosperity by stakeholders from research, 
policymaking, business and civil society. 

∙ �Organizational continuity  
The GSI offers a permanent yet versatile 
structure across institutions and countries. 
It provides continuity and coherence in 
policy advice. 

∙ �Policy-oriented contribution  
The GSI is inherently solution-driven. 
It generates cutting edge policy briefs 
for the policy leaders of the G20 and other 
international associations. 

∙ �Research contribution  
The GSI is comprised of a truly global 
network of research institutions, connecting 

national and international expertise in the 
service of global citizenship. 

Publications 
∙ �G20 Insights  

An online platform to disseminate imple-
mentable policy recommendations and 
conceptual visions for G20 policymakers. 

∙ �Global Solutions Journal  
With articles by scholars and researchers 
of the Council for Global Problem-Solving 
(CGP) and thought leaders from across sec-
tors, the journal provides a bridge between 
research-based recommendations and 
best-practice examples addressing global 
challenges on the G20 agenda. 

∙ �INTERSECTING 
INTERSECTING has been launched by the 
Global Solutions Initiative and GIZ and is 
distributed by the Global Solutions Initiative. 
It is geared towards think tanks, civil organi-
zations, international institutions, in particu-
lar the G20/T20.  
More information at https://www.global-
solutions-initiative.org/publications/e-book-
intersecting/

∙ �The Social Macroeconomics Series  
The working paper series aims to under-
stand the role of human sociality within 
macroeconomic activity. 

∙ �The Global Solutions Papers  
Recommendations and visions for 
policymakers that deal with major global 
challenges. 

For more information, please visit us at
www.global-solutions-initiative.org
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