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What is a systemic approach? 2ID0S

 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

Loewe & Schliring (2021)
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What is a social contract?

ID0S

A social contract is a

“set of explicit and Govern-

implicit agreements
of the various groups
of society

 with each

Vertical trust

other Social Contract
 and with the
government Societal Societal Societal
defining rights and group \ group / group
obligations
towards each other.”

Horizontal trust

Loewe, Zintl & Houdret (2021)
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What is a social contract? 21D0S

A social contract is a Protection
“set of explicit and (collective and individual security)
implicit agreements o
of the various groups Provision
of society (social protection, health, education, infrastructure)
« with each g i
other Participation
(in political decision making)
« and with the
government

defining rights and
obligations

towards each other.” Taxes and other obligations

(e.g., military or civil service)

¢

German Institute of Development and Sustainability (IDOS)

Loewe, Zintl & Houdret (2021)




What is a social contract approach? 2I1D0S

improve reliability of SP schemes Better

build up conflict-mitigating schemes protection

Higher
government
legitimacy

increase social protection pending
raise out-reach More
intra-society
trust
make citizens participate in design More

improve fairness, targeting and transparency participation

Loewe & Zintl (2022)
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What is a social contract approach? 2ID0S

Better social
protection

Greater
Higher willingness to
government pay taxes and
revenues contribute to
public goods

Loewe & Zintl (2022)

German Institute of Development and Sustainability (IDOS) 8



What is a social contract approach? 2ID0S

mean Egypt Lebanon Tunisia
‘Citizens have to pay taxes because the government defends their security’ (profection)
agree somewhat / agree strongly 71.1 % 77.7 % 70.1 % 65.4 %
disagree somewhat / disagree strongly 26.1 % 19.1 % 25.9 % 33.2 %
don’t know / refuse to answer 2.9 % 3.2 % 4.1 % 1.4 %
‘Citizens have to pay taxes because the government is providing useful services’ (provision)
agree somewhat / agree strongly 78.9 % 86.1 % 79.4 % 71.1 %
disagree somewhat / disagree strongly 18.7 % 12.1 % 16.2 % 27.8 %
don’t know / refuse to answer 2.5% 1.8 % 4.4 % 1.2 %
‘Citizens have to pay taxes because the government acts on their behalf’ (participation)
agree somewhat / agree strongly 3.2 % 77.5 % 61.1 % 51.0 %
disagree somewhat / disagree strongly 33.2% 19.5 % 33.5% 46.6 %
don’t know / refuse to answer 3.6 % 3.1 % 5.3 % 2.3 %

Loewe & Albrecht (2022)

German Institute of Development and Sustainability (IDOS)



What does the social contract look like in reality? 2I1D0S

Provision (social protection)

Low direct taxes

Protection

-di @@ AVALVUNIM® ENEJaVallsliEalsdaltvaTaailfata®l

High indirect taxes

| |

Loewe, Zintl & Houdret (2021)
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Strategies towards universality 2I1D0S

Private
(contributory)

Private
(contributory)

The tax-financed scheme is
tapered, to reduce
disincentives to enter the
social insurance scheme

Income from social security
Income from social security

insurance
(contributory)

Social
\ insurance
(contributory)

Tax-financed scheme Tax-financed scheme

Poorer Richer Poorer Richer

Kidd et al. (2023)
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Strategies towards universality 2I1D0S

_ Children Old-age Disability Working-age

Universal: Armenia Botswana Brunei (Iran)
Some Azerbaijan Brunei Georgia
examples Libya Eswatini Maldives
Mongolia Georgia Mauritius
Namibia Kenya Namibia
Nepal Lesotho Nepal
South Africa Maldives Thailand
Mauritius Timor-Leste
Namibia
Nepal
(South Africa)
Timor-Leste
Means- Armenia Armenia Jordan
tested: Azerbaijan Azerbaijan Tunisia
Some Kyrgysztan Mongolia
examples Turkmenistan Turkmenistan
Uzbekistan Uzbekistan

German Institute of Development and Sustainability (IDOS)



Strategies towards universality 2I1D0S

High income

If a scheme is given to everyone,
_ then it is likely that it will have
strong popular support and,

therefore, have political backing

If a scheme targets the poorest, it
will not be popular, since it
excludes most of the population,

Low income including the main taxpayers

Kidd et al. (2023)

German Institute of Development and Sustainability (IDOS)
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Society (income stratification): commercial
insurance:
rich  Non-contributory pension 2-12%

A and health protection

+ Contributory
social insurance

schemes:

5-20% in LICs
15-50% in MICs

access to group-based
schemes only:

* limited in scope & scale
* little reliable
people thus vulnerable

o social assistance
SRR and subsidised
health services:

poor ‘::;:E:;:::::::: .... : ::: 0-5%

German Institute of Development and Sustainability (IDOS)

adapted from
Loewe (2010)
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Model pension income of older adults under poverty-targeted social pension
and contributory pension schemes

Private
pension
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Coverage gap insurance

Social pension pension

Poorer Richer

German Institute of Development and Sustainability (IDOS)



Strategies towards universality

ID0S

c) Georgia - Old Age Pension

100%

Exclusion
error
1%

80% A

60% A

Correctly
included
99%

40% -

20% A

Percentage of households with older people
covered

0% T T T T T T T T T

Lowest

Highest
Percentiles of households with older people
(ranked based on household expenditure pre-transfer)

» Type of programme: Old age pension

e Eligibility: Women aged 60+ years and men aged 65+ years
» Coverage: 99%

e Survey: WMS 2015

d) South Africa - Old Age Grant
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Percentiles of households with older people 60+ years
(ranked based on household income pre-transfer)

e Type of programme: Old Age Pension

o Eligibility: Adults aged 60 years and over with low incomes
and/or assets valued below a specified threshold

e Coverage: 73%

e Survey: GHS 2017

h) India - Indira Gandhi National Old Age Pension Scheme

Percentage of households with older people 60+

100% 1
Exclusion
error
S0% 68% Correctly
excluded
60% 4
% Inclusion
=40% 1 error
/  68%
20% - Correctly 2
included
32%
0% T ]
Lowest Highest

Percentiles of households with older people 60+ years
(ranked based on household expenditure pre-transfer)

Type of programme: Old Age Pension

Eligibility: Adults aged 60 years and above living in poverty

Coverage: 21%
Survey: IHDS 2012

Kidd & Athias (2020)
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Rwanda - VUP (PW)
Guatemala - MBS
Ghana - LEAP
Uzbekistan - LIA
Rwanda - VUP (DS)
Ethiopia - PSNP (PW)
Uzbekistan - FA
Indonesia - PKH
Ethiopia - PSNP (DS)
Pakistan - BISP
Albania - NE
Indonesia - KPS
Kenya - HSNP
India - OAP
Colombia - FAP
Uzbekistan - CA
Indonesia - Pintar
Mexico - Prospera
Georgia - TSA
Vietnam - Poor List
Armenia - FB
Ecuador - BDH
Philippines - 4P
Peru - Juntos

Brazil - BF

o
~

Figure 5: Exclusion errors for social protection programmes targeting the poorest 25 per
cent of their intended category or less
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Kidd & Athias (2020)
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Strategies towards universality 2I1D0S

Figure 5-3: Investment levels in universal child benefits as a percentage of GDP per capita
Figure 3-3: Levels of investment in tax-financed old age pensions in low- and middle- of low-and middle-income countries (latest year)

income countries as a percentage of GDP (latest year)
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Sibun & Seglah (2024)
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How can universal schemes be financed?
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Source | Advantage(s) Disadvantage(s)

Payroll tax .
(social insurance contributions) -
VAT .
Income tax s
Trade tax .
Excise tax s
Real estate tax .

Reallocate within the budget

High acceptance » Tends to exclude the informal sector
Direct link between contribution and < Raises the costs of labour and
benefit thereby unemployment

Easy to administer and to raise Regressive (but can be made less

regressive if e.g. food is exempted)

Progressive * More difficult to administer

« Can be politically difficult

* Incentivises capital flight
Progressive « Difficult within WTO
Easy to administer « Can trigger rent-seeking
Progressive » Can be insufficient
Easier to administer than income tax ¢ Requires good understanding for

Risk of capital flight often limited the value of real estate
Can reduce speculative investment
Highly progressive

German Institute of Development and Sustainability (IDOS)



Funding: the example of subsidy reform
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removed
also some food subsidies

removed
only energy subsidies

extensive information campaign limited, inconsistent information

broad public debate no public debate

compensation of poor
households

compensation schemes are
negligible

hardly any intimidation intimidation of possible

protesters

attempt to preserve
“old” social contract

build “stability contract” instead

removed
only energy subsidies

extensive information campaign
no public debate

compensation by quasi-
universal, decent cash transfers

limited intimidation

make “old” social contract more
inclusive

German Institute of Development and Sustainability (IDOS)
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for your attention!
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