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The politics of economic insecurity in the COVID-19 era

INTRODUCTION

The pursuit of economic security has long been a core
theme underlying the demands of social and political
movements across the globe. From the Industrial Revolu-
tion in the late 1800s to the global financial crisis of 2008,
widespread economic insecurity has been associated with
societal and political instability and popular discontent.’
Indeed, most government spending, from health insur-
ance to pensions, is designed to address economic insecu-
rity in one form or another.

Today, the COVID-19 crisis has served as a reminder
of the extent of economic insecurity, even in countries
and among groups that previously considered themselves
secure. This is likely to have profound consequences,
threatening countries’ ability to achieve the 2030 Agenda
for Sustainable Development and its SDGs.

ECONOMIC INSECURITY, DISTRUST
AND POPULISM

Economic insecurity affects citizens’ policy preferences,
including support for specific political parties and lead-
ers, and even attitudes towards the role of government it-
self, according to recent research in developed countries.?
Traditionally, economic worries and the experience
of economic shocks have created support for government
policies that buffer the relevant risk, such as expanding
social protection systems. However, there is evidence that
many of today’s economically insecure groups are experi-
encing rising insecurity about their position in society—
that is, their socio-economic or cultural status relative to
other groups. This same evidence suggests that insecurity
1 Osberg, 1998. Economic Insecurity; Bover, 2018. The Winding Road to the
Welfare State: Economic Insecurity and Social Welfare Policy in Britain. United
Nations, 2021. A new global deal must promote economic security states that
“two elements are common to most definitions of economic insecurity (1)

people’s exposure to - or expectation of - adverse events and (2) their (in)ability
to cope and recover from the consequences of such events.”

2 Hacker and others, 2013. Insecure American: Economic Experiences, Financial
Worries, and Policy Attitudes; Marx 2014. Labour market risks and political
preferences: The case of temporary employment
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Even before the COVID-19 pandemic, widespread eco-
nomic insecurity was linked to rising distrust and po-
pular discontent, undermining governance and ulti-
mately sustainable development. The current crisis
has reminded us of the extent of insecurity embedded
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social protection, that confront today’s risks is a crucial
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and recover progress towards the 2030 Agenda for
Sustainable Development.

about one’s position or relative status in society is weak-
ening support among these groups for redistributive eco-
nomic and social policies.?

Mistrust or explicit rejection of “out-groups”—in-
cluding migrants and members of ethnic minorities—is
used as a mobilizing political factor among these groups.
Political parties that stress in-group/out-group distinc-
tions and amplify potential threats to an individual’s
economic or cultural status see increased support. In
the context of growing risks, including from COVID-19,
climate change and technological innovation, Govern-
ments may consider placing a greater focus on threats to
economic security while acknowledging concerns about
changing social status.

There is also growing evidence that recent economic
insecurity has eroded public trust in political institutions
and political leaders, producing widespread discontent.
In Europe, rising economic insecurity has been linked to a
decline in trust toward the European Union.# In the Unit-
ed States, people who perceive themselves as economical-
ly insecure have lower levels of political trust than their
3 Mutz, 2018. Status threat, not economic hardship, explains the 2016 presidential

vote; Norris and Inglehart, 2016 Trump, Brexit, and the Rise of Populism:
Economic Have-Nots and Cultural Backlash

4 Algan and others, 2017. The European Trust Crisis and the Rise of Populism
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more secure peers.” In a way, economic insecurity vio-
lates the social contract: the implicit agreement between
the State and its citizens based on the sacrifice of some
freedoms in exchange for physical and economic security.
If the State does not provide this sense of safety, people
can withdraw from their civic obligations too. In this con-
text, perceived political “outsiders” or populists may have
been rewarded for expressing contempt for established
political institutions and threatening to disrupt the sta-
tus quo. Research from Europe and the US suggests that
support for populist political parties and candidates—and
a corresponding decline in trust in traditional parties—is
indeed attributable to rising economic insecurity.®

In the absence of swift policy action to address eco-
nomic insecurity, its politically destabilizing effects are
also likely to be exacerbated as a result of the COVID-19
crisis. In responding to the crisis, countries have a crucial
chance to reverse the creeping tide of economic insecu-
rity and rebuild political trust. Many Governments have
already deployed huge fiscal resources to protect people
from deep economic losses and reduce precarity. Coun-
tries that continue to step up to meet these challenges
will be better placed to weather future shocks, build po-
litical legitimacy and support sustainable development.
Some developing countries will certainly need interna-
tional support in order to do so.

ECONOMIC SECURITY, GOVERNANCE AND
INVESTING IN TRULY UNIVERSAL PUBLIC
SERVICES
In his Nelson Mandela Lecture of July 2020, the UN Sec-
retary General proposed a “new social contract” to ad-
dress the impacts of the pandemic and the widespread
discontent that preceded it.” The provision of universal
and dependable public services enjoyed by everyone on
an equal and impartial basis is a fundamental part of this
contract and a crucial element of the 2030 Agenda for
Sustainable Development. Public services should respond
to the basic needs of citizens, help correct critical market
failures and, when delivered broadly and with quality, en-
gender justice, promote stability and in all likelihood im-
prove public trust in the State. As such, they are a crucial
link between governance and economic security.
5 Wroe, 2016. Economic Insecurity and Political Trust in the United States
6 Guiso and others, 2017. Demand and Supply of Populism. The authors define
populist parties as those “that champions short-term protection policies without
regard for their long-term costs”; also Wroe, 2014. Political trust and

job insecurity in 18 European polities.
7 United Nations, 2020. Secretary-General’s Nelson Mandela Lecture

However, even in countries where public services
and social protection systems are considered compre-
hensive, individuals still face unacceptable levels of risk.
Changes in the world of work have undermined tradi-
tional single employer-based social insurance schemes.
Physical, administrative and technological barriers—
from discrimination to remoteness to lack of internet ac-
cess—continue to leave disadvantaged groups critically
underserved by health, education and other services. In-
deed, these gaps not only hurt those individuals who lack
coverage or access but also heighten risks for societies
as whole, as the COVID-19 pandemic has exposed. The
current crisis, however, represents a chance for Govern-
ments and other stakeholders to rethink old models and
invest in truly universal systems that enhance economic
security.

New forms of social protection that adequately cov-
er informal workers, migrant workers, or those with non-
standard contracts, for instance, will be an increasingly
important component of universal systems. Some coun-
tries are already experimenting with innovative social
protection schemes that better reflect risks embedded in
today’s labour markets, including in COVID-19 respons-
es.® Agile programmes should automatically scale-up in
response to systemic shocks, such as pandemics or cli-
mate-related emergencies.? Early evidence from pandem-
ic responses in Latin America has also shown that even in
countries with less than universal coverage, existing so-
cial protection programmes can be scaled up quickly, with
the potential to provide a quick boost to trust in public
institutions.®

These innovative components must build on solid
foundations. Cross-country research has time and again
shown that universal social protection programmes, such
as old-age pensions and child benefits that provide ade-
quate support across the lifecycle, are crucial for ensuring
people’s economic security.!” This has been demonstrat-
ed again recently, as those countries with already robust
social protection systems have been best able to weather
the storm of the COVID-19 crisis.'?

Access to education, health, transport, housing and
other public services has long promoted both individual
resilience and political legitimacy for Governments. How-

8 1LO, 2020. Extending social protection to informal workers in the COVID-19
crisis: country responses and policy considerations

9 See UN DESA Policy Brief #82: COVID-19 and a primer on shock-responsive
social protection systems.

10 Lustig and others, 2020, The Impact of COVID-19 Lockdowns and Expanded
Social Assistance on Inequality, Poverty and Mobility in Argentina, Brazil

11 OECD, 2019. Can Social Protection Be an Engine for Inclusive Growth?

12 Islam and others, 2020 Variations in COVID Strategies: Determinants and
Lessons
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ever, to provide a platform for a lifetime of productive and
secure employment, education systems must provide in-
demand skills and training, robust pathways to the labour
market for all, as well as opportunities for life-long learn-
ing. Healthcare systems that provide universal access to
quality basic services are the first line of defense against
poverty, especially in the face of a global pandemic. In-
deed, lack of healthcare is frequently cited as the main
driver of economic insecurity across countries and un-
foreseen healthcare expenses are the most common cause
of impoverishment.'® Healthcare systems that utilize new
technologies, including telehealth, to bridge delivery gaps
will be increasingly essential.

These changes are, of course, ambitious and require
substantial investment. Mobilizing domestic and inter-
national resources will be crucial. Nonetheless the State

13 Shephard and others, 2014, Chronic Poverty Report 2014-15; Krishna, 2004.
Escaping Poverty and Becoming Poor: Who Gains, Who Loses, and Why?

exists, at least in part, to keep its citizens safe, including
by enhancing citizens’ economic security. This imperative
has rarely been so acute as in the face of today’s crisis.
Economic insecurity is a threat to sustainable devel-
opment. It poses challenges to governance, the function-
ing of the State and its institutions, through impacts on
trust and political stability. Widespread economic insecu-
rity, for instance, will likely thwart the aspiration for pov-
erty eradication (SDG1) and “peaceful and inclusive soci-
eties” (SDG16). COVID-19 has highlighted the extent of
insecurity present today and is likely to increase poverty
and inequalities, threatening to weaken State legitimacy
in the eyes of many citizens. Investing in truly universal
public services is a fundamental part of a new social con-

tract for a fairer, less precarious future.
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