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What is a systemic approach?

• Coherent in goals and effects

• Synchronised 
– exchange of information between different progarmmes
– clear division of labour 
– integration of administrative functions

• Inclusive and equitable
– well tailored: cover all groups according to their needs 
– Move towards universality

• Based on social contract
– State has ultimate responsibility
– Based on dialogue with all societal groups
– Transparent and accountable
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Loewe & Schüring (2021)
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What is a social contract?
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social contractSocial         Contract

Vertical trust

Societal 
group

Societal 
group

Societal 
group

Govern-
ment

Horizontal trust
Loewe, Zintl & Houdret (2021)

A social contract is a

“set of explicit and 
implicit agreements 
of the various groups 
of society 

• with each 
other

• and with the 
government 

defining rights and 
obligations 
towards each other.”
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A social contract is a

“set of explicit and 
implicit agreements 
of the various groups 
of society 

• with each 
other

• and with the 
government 

defining rights and 
obligations 
towards each other.”
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Protection
(collective and individual security)

Provision
(social protection, health, education, infrastructure)

Participation
(in political decision making)

Taxes and other obligations
(e.g., military or civil service)

Recognition of legitimacy
(instead of fear of repression)

“State”/
Govern-

ment

Society/

Societal 
groups
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What is a social contract approach?
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Better 
protection

Better 
provision

More 
participation

• improve reliability of SP schemes 

• build up conflict-mitigating schemes

• increase social protection pending

• raise out-reach

• make citizens participate in design 

• improve fairness, targeting and transparency

Higher 
government 
legitimacy 

More 
intra-society 

trust

Loewe & Zintl (2022)
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What is a social contract approach?
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Better social
protection

Loewe & Zintl (2022)

Higher 
government
legitimacy

Greater
willingness to
pay taxes and 
contribute to
public goods

Higher 
government

revenues
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What is a social contract approach?
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Loewe & Albrecht (2022)
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What does the social contract look like in reality?
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Protection
Provision (social protection)

Low direct taxes
Recognition of legitimacy

“State”/
Govern-

ment

Formal 
sector

Informal 
sector

Protection
Provision (social protection)

High indirect taxes

Recognition of legitimacy

Loewe, Zintl & Houdret (2021)
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Strategies towards universality
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Kidd et al. (2023)
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Strategies towards universality
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Children Old-age Disability Working-age
Universal:
Some
examples

Armenia
Azerbaijan

Libya
Mongolia
Namibia
Nepal

South Africa

Botswana
Brunei

Eswatini
Georgia
Kenya

Lesotho
Maldives
Mauritius
Namibia
Nepal

(South Africa)
Timor-Leste

Brunei
Georgia
Maldives
Mauritius
Namibia
Nepal

Thailand
Timor-Leste

(Iran)

Means-
tested:
Some
examples

Armenia
Azerbaijan
Kyrgysztan

Turkmenistan
Uzbekistan

Armenia
Azerbaijan
Mongolia

Turkmenistan
Uzbekistan

Jordan
Tunisia

…



© Deutsches Institut für Entwicklungspolitik (DIE)German Institute of Development and Sustainability (IDOS)

Strategies towards universality
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Kidd et al. (2023)
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Strategies towards universality
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commercial 
insurance:

2-12%

social assistance 
and subsidised 
health services:

0-5%

access to group-based 
schemes only:

• limited in scope & scale
• little reliable

       people thus vulnerable

Non-contributory pension 
and health protection

+ Contributory 
social insurance
schemes:
5-20% in LICs
15-50% in MICs

Society (income stratification):

rich

poor

informal 
sector

formal 
sector

adapted from 
Loewe (2010)
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Strategies towards universality
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Kidd & Athias (2020)
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Strategies towards universality

18

Kidd & Athias (2020)
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Strategies towards universality
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Sibun & Seglah (2024)
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Funding
Source Advantage(s) Disadvantage(s)
Payroll tax 
(social insurance contributions)

• High acceptance
• Direct link between contribution and 

benefit

• Tends to exclude the informal sector
• Raises the costs of labour and 

thereby unemployment
VAT • Easy to administer and to raise • Regressive (but can be made less 

regressive if e.g. food is exempted)
Income tax • Progressive • More difficult to administer

• Can be politically difficult
• Incentivises capital flight

Trade tax • Progressive 
• Easy to administer

• Difficult within WTO
• Can trigger rent-seeking

Excise tax • Progressive • Can be insufficient
Real estate tax • Easier to administer than income tax

• Risk of capital flight often limited
• Can reduce speculative investment
• Highly progressive

• Requires good understanding for 
the value of real estate 

Reallocate within the budget
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Funding: the example of subsidy reform
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Morocco Egypt Iran

removed 
only energy subsidies

removed 
also some food subsidies

removed 
only energy subsidies

extensive information campaign limited, inconsistent information extensive information campaign

broad public debate no public debate no public debate 

compensation of poor 
households

compensation schemes are 
negligible

compensation by quasi-
universal, decent cash transfers 

hardly any intimidation intimidation of possible 
protesters

limited intimidation

attempt to preserve 
“old” social contract

build “stability contract” instead make “old” social contract more 
inclusive 
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