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Context 
The National Advisory Council (NAC) has set up working groups on social security for unorganized sector workers and on gender and sex ratios. Both these working groups are examining various mechanisms to deliver benefits to people.

One such widely discussed mechanism today is cash transfers. There are already many programmes for cash transfers in India – old age assistance, pension, maternity benefits and for girls among others. Most of them are targeted (means-tested) and selective (for specific groups) transfer schemes, with an increasing number being conditional in some way. 

The two working groups plan to examine such schemes looking at whether they are both appropriate and efficient. In this context, reviewing international experience is useful.

Dr. Guy Standing, eminent labour economist and former Director of the Socio-Economic Security Programme at the ILO, was in India recently. He has extensively studied ways to support workers’ efforts to attain basic security. As part of this, he has undertaken studies and advised governments on the desirability and feasibility of universal and unconditional cash transfers. The Conveners of the Working Group on Social Security organized a meeting with Dr. Guy Standing to learn from his experience, and discuss its possible relevance for India.
Professor Guy Standing, Economic Security, University of Bath

Professor Standing opened with a presentation of international experiences with cash transfers, and the social philosophy behind social protection, to identify a role for cash transfers as a social protection mechanism in India.
To contextualise the discussion, Professor Standing spoke about the need to reconstruct the social protection system in India by envisaging what the Indian social structure and economy will be over the next decade or more, not on some image of old India.  He highlighted the extent to which traditional social security systems have been dismantled in an increasingly globalised world, leading to the emergence of a more fragmented class structure and the growth of a new class, referred to as the ‘precariat.’  This consists of the least secure in society, and includes, amongst others, those doing unorganized labour (women in particular), migrants, frustrated youth, and those defined as ‘disabled.’ These groups are effectively “denizens,” entitled to only a restricted range of social, cultural, political and economic rights when compared to full citizens. 

In this context, Professor Standing argued that social protection policies and programs should be judged on, and answerable to, the following five critical principles: 

· Economic Security Difference Principle:  Whether a policy would lead to  improvements in the economic and social security of the least secure segments of society.
· Paternalism Test Principle: Whether controls are being imposed on some groups (i.e. the most vulnerable) and not others (i.e. the more ‘free’ groups in society).
· Rights not Charity Principle:  Whether policies enhance the rights of recipients of benefits or services, while limiting the discretionary power of providers or bureaucrats acting as intermediaries.
· Dignified Work Principle: Whether policies impede people from pursuing work in dignified ways or disadvantage the most insecure groups.
· Ecological Constraint Principle:  Whether policies bring with them ecological costs to communities. 

Professor Standing stressed that globalisation has not just led to increased vulnerability, but has also increased levels of difficulty in coping with vulnerability. Subsidies and social insurance regimes do not address this challenge, and may not be sufficient in the context of open economies and systemic uncertainty, which is essentially uninsurable. Targeting is an even greater challenge in this context, and must create poverty traps, defined by moral and immoral hazards. Somebody in poverty has a disincentive to try to rise just above poverty, since they will lose more in lost benefits than they gain in earned income. Immoral hazards arise when individuals are induced to lie, in order to qualify for, or retain, benefits under a social assistance program.  These programs therefore often generate perverse incentives for vulnerable communities, who intentionally attempt to remain just below the poverty line in order to qualify for income-support.  Conversely, moral hazards arise when individuals are encouraged to take on increased risks which, rather than leading to increased economic gains, actually reduce the likelihood of enhanced economic security. 
The unintended consequences of the poverty trap may be further intensified by the precarity trap. This arises because it takes time for vulnerable communities to access social assistance benefits, and the challenges they face are often underestimated, while the conditionalities associated with social assistance programs may simultaneously provide disincentives for low paid temporary employment once benefits are being received.   
Cash transfers (CTs) have the power to provide purchasing power to the poor, and if they are to uphold the five ethical principles identified above, should be individualized, universalized and unconditional. Cash without Voice and representation cannot be empowering. In Africa, Standing argued, sustained pilot project research indicates that in several cases income distribution increased within villages as a result of cash transfers. In these cases, socio-economic improvements were most pronounced among economically disadvantaged groups, and the transfer of cash also translated into enhanced social and economic statuses and expanded opportunities and choices for women.  Above all, in villages where universal unconditional cash transfers had been introduced, child school attendance went up, school performance improved, nutritional status improved, informal economic activity increased and social solidarity rose strongly.
To conclude, Professor Standing urged policy makers in India to avoid becoming embroiled in dogmatic positions that either favour or oppose cash transfers in intransigent language, in the absence of a strong evidence base that informs a nuanced understanding of issues of design and purpose. Drawing on international cash transfer pilot experiences in Brazil and Africa in particular, Professor Standing stressed the need for pilots in India to build the evidence base on cash transfers as a social protection mechanism.  This is how cash transfer programs began in Brazil, where pilots were used to build a strong evidence and research base that ultimately informed the design and implementation of national cash transfer programs. While flagship programs such as Bolsa Escola/Familia were moderately conditional in nature, as an outcome of new thinking on the role and function of social assistance, unconditional cash transfers are now being piloted across Brazil and the Government has committed itself to introducing an unconditional basic income as and when it can be afforded. 
Response from NAC and other Participants

In response to Professor Standing, members of both NAC and the Ministry of Finance, put forward their views and concerns about cash transfers in terms of the following two arguments: 1) cash as a substitution for government services; and 2) cash as an additionality and complement to government services. It was widely agreed that cash transfers have greater relevance and appeal in the Indian context when positioned as an additional input to households and individuals, rather than as a substitute to existing services. 
Cash as a Substitution                 

A fundamental concern expressed consistently by participants, was that cash transfers might be piloted and promoted as a substitute for existing government services (i.e. health and education), and programs such as the Public Distribution System (PDS). In this context, it was argued, cash transfers could ultimately undermine public provisioning and might even provide the government with an argument to absolve itself of its responsibility to invest in strengthened quality public services that are accountable to the people. 
Given problems of access to quality services, particularly in rural areas, it was argued by some members that cash in the hands of the poor would be a notional or false choice, as supply side constraints would persist even if demand for services increased as a result of enhanced purchasing power. 

It was pointed out that if cash were to be promoted as a substitute to the PDS in particular, significant amounts of excess food grain would need to be managed. This would require reforms in procurement procedures and farmer directed subsidy policies. The susceptibility of cash transfer schemes to leakages and corruption was also identified as a potential problem, and in this context, the Pension Scheme in India was highlighted as having a worse track record than the PDS in terms of delivery.  It was therefore argued that before piloting new cash transfer models, similar and already existing schemes (i.e. the scheme for pension security) should first be made to work in India. 
Cash as an Additionality

The positioning of transfers as a complement to government services was viewed as generally more favourable and realistic than advocating cash as a substitution. In this context, strengthened government provisioning was highlighted as critical. However, there was simultaneously an acceptance of the problems and limitations associated with current Central Government schemes, in particular, the PDS, where according to some estimates, between 40%-50% of total grain intended for beneficiaries is lost due to pilferage. 

The absence of a robust methodology for the identification of the poor was also highlighted as a potential barrier to the effective implementation of cash transfers in India, even if in principle they are desirable policy instruments.
 Linked to this, India’s weak targeting and registration systems were also identified as fundamental limitations. For this reason, a more universalistic scheme for cash transfers seemed more promising.
Broader questions about the extent to which cash can be truly empowering were also raised in light of the intra-household gender dynamics unique to the Indian context. It was agreed that design questions about whether cash transfers should be directed at both men and women, or women alone, would be critical to resolve in order to guard against the perpetuation of gender imbalances in bargaining power within households.  
Deficits in financial inclusion - due to the inaccessibility and declining presence of banks, and low use of debit cards - especially in rural areas and for women, were also posed as major challenges. Larger concerns were raised about the economic viability of cash as an additionality in the Indian context, and the inevitability of the promotion of cash as a substitute for existing services in light of fiscal limitations. 
In summary, the discussion highlighted advantages and reservations about the applicability of cash transfers in the Indian context, despite broad agreement with the desirability of universal unconditional cash transfers as an additionality, rather than a substitute, to other publicly provided services. Professor Standing urged the need for different kinds of pilots to accompany the process of discussion given that the kinds of insecurity people face today are likely to deepen as the country engages more in the global economy, and given that traditional coping mechanisms are being eroded. 
� Note that in this context, coupons and vouchers were proposed by some discussants as potential alternatives to cash. It was widely felt however, that coupons would neither carry the same value as cash (i.e., shopkeepers would not view this as real currency) nor translate into the equivalent degree of purchasing power for individuals. Rather, they would likely detract from the ability of the consumer to demand quality goods. A coupon system might also be susceptible to abuse, through fraud and black marketing. 


� In fact, it was argued that the government methodology could potentially create more problems because it is linked to the caste census. 








