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Tackling high inequality in the Asia-Pacific region
by investing in inclusive, lifecycle social security
systems
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Comparison of income distributions in Malaysia and United States

Percentage of the population (y-axis) whose income/consumption falls below a given level (x-axis), USA and Malaysia, 2015

Malaysia

United States of America

40%

The majority of Malaysians (75%6) are poorer than
the poorest 28% of Americans

2800 w=m ——— -

20%

Percentage of the population

0%
0 45 90 135 180 225 270
Daily income (2011 PPP-adjusted $ expressed in 2020 MYR)

Source: PovcalNet API (accessed in Oct 2021).
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Comparison of income distribution in Indonesia and United States

Percentage of the population (y-axis) whose income/consumption falls below a given level (x-axis), USA and Indonesia, 2018

100%

89%
80%

Indonesia

The majority of Indonesians (89%) are poorer
than the poorest 4% of Americans

60%

4,0%
United States of America

20%

Percentage of the population

4%
0, —=
0% 1,050,000
o) 1,250,000 2,500,000 3,750,000 5,000,000 6,250,000 7,500,000

Monthly income (2011 PPP-adjusted $ expressed in 2020 IDR)

Source: PovcalNet API (accessed in Oct 2021).
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There is no fixed group of ‘the poor’

Welfare dynamics in Vietnam

Movement of individuals across consumption quintiles between 2010 and 2012

Welfare ranking in 2010 Welfare ranking in 2012
Richest Richest
Richer Richer
Middle Middle
Poorer Poorer
Poorest Poorest
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Welfare dynamics in Indonesia

Movement of individuals across consumption quintiles between 2009 and 2010

Welfare ranking in 2009 Welfare ranking in 2010
Richest Richest
Richer Richer
Middle Middle
Poorer Poorer
Poorest Poorest




Covid-1g crisis has made an already challenging situation even worse for families

(example of Sri Lanka)

Results from a Ranked based on per capita income
Bottom Decile Decile Decile Decile Decile Decile Decile Decile Top
AR U EpluelnE 10% 2 3 4 5 6 7 8 9 10%
survey 0%
/A
£
39% lost all of S -10%
. c -10
INncCome ;
O -15%
C
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e
o
M o -20%
(@)]
S
S -22 -22
32% lost some S -25%
of income = -26
'30% _29
-30 -30 -30 -30 -30
71% have
-35%

been affected
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Above a Gini of 27, inequality harms economic growth
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Inequality causes a range of other negative impacts

Greater likelihood of
poor health,
undernutrition and
death with high
iInequalit

Trust In government is
weakened when
Inequality 1s high

Inclusive social protection: Making the case

Mortality is higher when
countries experience

high inequality

High inequality is more
likely to lead to social
unrest

Development Pathways 7




Key question is:

How do we most effectively reduce inequality to build more
decent and peaceful societies?

Inclusive social protection: Making the case Development Pathways 8



Through the redistribution of wealth, social security brings about reduced

inequality

High

Incomes fall
among minority
of those who
are better-off

Incomes

Incomes among
majority
Increase

Low

Poorest Richest

Inclusive social protection: Making the case



Who should benefit from social security?

THE POORAND

VULNERABLE? ALL OF US?

POOR RELIEF INCLUSIVE LIFECYCLE
(social assistance) SOCIAL SECURITY
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Many low- and middle-income countries in Asia have a social security model that is

bifurcated and has a large ‘missing middle’

100%
% 90% tributory schem.es and
b civil service pensions
2 80%
S 70%
S 60%
g 50% “Missing middle”
2 40%
S 30%
©
—a' 20%
o Social assistance
a 10% for the ‘poor’
0%
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Poverty-targeted schemes always have high exclusion errors across Asia

Rwanda - VUP (PW) 97.3
Guatemala - MBS 95.7
Ghana - LEAP 94.6
Uzbekistan - LIA 907

Rwanda - VUP (DS)
Ethiopia - PSNP (PW)

Indonesia - PKH

Indonesia
Pakistan

Indonesia - KPS
Kenya - HSNP

. 605
Comnna-tow Poverty targeting in the
Ba:;‘;“;i:;;ﬁz Philippines Increased
SriLanka - SCA Stuntlng among non-
b B recipient children by 11
percentage points

Uzbekistan - CA

Indonesia - Pintar
Mexico - Prospera
Georgia - TSA
Vietnam - Poor List

Proxy means test
Armenia - FB - Xy

- Community basedtargeting

0
48 /O - Meanstest

Philippines - 4P

Philippines

Peru-=1J0

- U
Brazil - BF
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Exclusion error



Philippines: Pantawid (4Ps) programme

- 100% -
2 All those to the
3 “0% Exclusion left of red line
S ° error <= should have
= 48% : Correctly
= received 4Ps
= . excluded
P 60% -
z
= 40% 4 All those under
E the black line
S ived 4Ps
£ g9 |PRCOIECHy Inclusion receive
3 included error
5} 52% 48%
S 0% . . .
= Lowest
Percentiles of households with children
(ranked based on household expenditure pre-transfer)

Highest

Inclusive social protection: Making the case
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Pakistan: Benazir Income Support Programme (BISP)

100%

80%

60%

Percentage of households with children covered

Exclusion
error
73%

Correctly
excluded

Inclusion
error

/ 73%

(o)
W Correctly
selected
20% 27%
0%
Lowest

Highest

Percentiles of households with children
(ranked based on household expenditure pre-transfer)
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Indonesia: PKH programme
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Inclusive social protection: Making the case
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A key choice, therefore, is whether to provide social protection as charity to ‘the
other’ or build inclusive systems for all of us

Similarsystemto that
employed in19" Century
Europe

St

A modern, lifecycle social
security system

has been a
child

lose their job

|

We may all
experience
shocks

We may all
experience
disability

\We will all age/
and be less
ableto V\/Om

[ PPN
® Everyoneis or~ NP fx

®




Social security for all was recognized as a basic human right in 1948, with

a focus on addressing risks across the lifecycle

Universal Declaration of Human Rights (1948)
Article 22:"Everyone, as a member of society, has the right to social security”

Article 25: “(1) Everyone has the right to a standard of living adequate for the health and well-being of
himself and of his family, including food, clothing, housing and medical care and necessary social
services, and the right to security in the event of unemployment, sickness, disability, widowhood, old age
or other lack of livelihood in circumstances beyond his control. (2) Motherhood and childhood are
entitled to special care and assistance. All children, whether born in or out of wedlock, shall enjoy the

same social protection.”




Moving from poor relief to modern, universal social security systems: a necessity in

Asia

Poor relief
model
100%
90% SOCiaI.
80%
70%

S “Missing middle”
50%
40%
50%
20%
10%
0%

Inclusive social pro Development Pathways 18

(Precariat)

Population, from poorest to richest




Inclusive lifecycle social protection system based on a “social protection floor:” the

modern form of social security

Childhood

Old Age
Pension

Unemployment and sickness benefits
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Investment in social protection across rich countries
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25%
20% I
: i
O 15% Il
S ]
9 g Average level of investment is 12% of GDP
e
o I
Y 10% n
§ P
||
|
i
5% -
I I |
0% I
N ¢ R LR O S g S ¥ & %\ ® BN I o WO IR RN
SESAIR S SN N NP AN P \Q QO N SN RIS OIS CHI I P
Tl oS ¥ @Q\Q} < (/)QO}OA & g SN (525@ @Q\) e %*@& & <2~®Q0 S \‘pﬁ\o’ VZ\%Q} %%\14/@ Q,bc)& vﬁ SN
S~ D N o N
o 0@“ %%\O@ 0&@ S RN

|nC|US|Ve Soclal p' LG LUIVI . TVIUNTT IH LiIv CUou



How do the different paradigms of social security compare in
terms of their performance?

Inclusive social protection: Making the case Development Pathways 21



Universal selection is much more effective in reaching the poorest as well as those

on middle — but still low - incomes

Mongolia’s Child Money Scheme Bolivia's Renta Dignidad pension

Exclusion
. 100% 1 Mror : 100% -
Z 7% 3 W
> (]
2 g
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If countries are committed to ‘leaving no-one behind,’ they need to move

towards universal schemes

1009 Mpngolia . j‘
E MP o\ EITOTrS () M
> OAP R |pel Lower
= 9% elow () B likelihood
o 10% Oer of reaching
k5 80% " ead intended
- b0 recipients
Q 1.f
£ 70% .Sout&éﬁma o
.E
] = .
% é 60% .g;e;(:Tc‘gS
— (7]
q>) E 50% Ecuador V'gnam
o S ’d ) Old age pension g4, Allowance
o T 40% Uruguay
AF i 2
5] = Ecuador ot @indi Eh
i o 30% B8DH I ex|c A
(@) ﬁ RplllppmeSUzbeklstanHO)p era ° W’d e
TR e ‘ “ﬂ'“““'acé Q%"SC;‘;" 2 oag, i MBS |
£ e -9 i Colombr é ! Rwanda;
s of reaching -’u‘s .0 @8 }?"fé'&loggbi';‘“a“_: n9)Rwanda
tended : |, VUF
g 1% Ir:;c‘imie‘:\ts OAP  Child Be T el e
o P Albama ak&ktan |" STAPSNP(PWITE. VUP (PW)
@ 0% ISt Mintar N PK} iUzbeklst‘h S
2 9;5% 750 LEAP
o 0% 10% 20% 30% 40% 50 60% 70% /éD% 90% —100%
error error
Exclusion error

Higher exclusion errors



n
Q
-
4+
C
>
O
O
-
O
g
-
>~
-
pu-
-
O
¥,
wn
18
O
®)
wn
(W
@)
>~
j
)
>
o
Q.
-
@)
wn
4+
@)
(O
Q.
-

M Before taxes and transfers

W After taxes and transfers

puea]|
ureds

929910

Sduel
Asebuny
|lebnuiod
elUBNYIT

Ajey

wnibjag
Aueullan
pue|ul

ueder

eLISNY

PIU03ST

eIAYET]

BISSNY
BIUSAO|S
binogquwisxn
wopbury panun
211gnday yoazd
PuUe|od

$91e1G palun
SpueayIaN
el[eJisny
USpPams
Jlewuaq
ABMION
DI[gnday 3eAolS
epeued

EiBN

pue[ea7Z MaN

ODIX3IN
puead]
Asxan L
=[42
230}
PUBSZIMS

= S = S = S = S =

(@) LN @) LN @) LN (@) LN O

3 ™M ™M @\l o\ i hml

(aul] Apisnod sawodul UBIpaW JO
Jua2 Jad 05 mo|aq buial| uonrejndod jo abejusdiad) sa1es Ausnod



0p)
),
-
-
(-
>
@)
O
A
O
LL]
O
=
>
=
| -
-
O
)
0p)
e
O
®)
0p)
(T
@)
>
=
©
>
O
()
=
(-
@)
(0p)
4+
@)
(q0)
O
£

60%

'S 25

pue|al
929319

aouelH

lebnuod

Arey

wopbury payun
eluenyli
puejuiS

ureds

saleIs palun
ueder

Auewla)
Binoquiaxn-

tnibjag
I S ©11SNY

I einer
ArebunH

pueeaz maN
eljensny

m After taxes and transfers

pue|jod
ylewuaq
©IUBAO|S
SpuejiayiaN
©luo)s3
|oels|

epeue)
olignday Yyosaz)d

BMION
uspams
I ©0.0 40 21|qNATE
pUR|I9Z)IMS
[ RN
I 0'(gnday YeAolS

m Before taxes and transfers

50%
40%
30%
20%
10%

0%

JUSIDY09 IUID



Inclusive lifecycle social security systems are more effective at reducing
poverty in low- and middle-income countries

South Africa, 2017, 3.4% of GDP Sri Lanka, 2016, 0.4% of GDP
100% 100%
M Before After m Before After
80% 80%

Poverty rate
without social
protection

Poverty rate
without social
protection

60% 60%

40% 40%

Poverty head countindex (30%) rate
Poverty head countindex (30% rate)

Poverty rate with
social protection

20% 20%

Poverty rate with
social protection

o% o%
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In Asia, more universal systems are much more effective in tackling inequality than

poverty-targeted systems

Bangladesh
Maldives
Mongolia
Pakistan
Philippines
Sri Lanka
Thailand
Uzbekistan
I Vietnam

S .
w1 B Indonesia
S

0%
-0.2%
-1.3%
whd
c
D
S -5%
[
(-
]
o)
O
= o A0
£ 1oy 8.4%
=
()
=
;—"f -15%
_ ()
0 15.1%
on
I
)
c
S -20% R
ud ? H Poverty-targeted social assistance system
& -20.7% . .
] Elements of a universal lifecycle system
-25%
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Impacts of universal and poverty-targeted old age pensions in Asia on inequality
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The effectiveness of old age pension systems across the Asia/Pacific region in

providing citizens with a minimum income in old age

New Zealand
Cook Islands
Australia

Nepal

Nauru
Timor-Leste
Mongolia
Kiribati

Samoa

Fiji

Brunei Darussalam
Korea, Dem. Rep.
Tonga

Malaysia
Taiwan

Tuvalu

Hong Kong SAR
Thailand

Viet Nam
Philippines
China

Sri Lanka
Indonesia
Bangladesh
India N

un“”“

T

o
(62}

10 15 20 25 30 35 40
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A solution to high inequality in Asia?

An inclusive lifecycle social security system

Childhood

Old Age
Pension

Disability benefit



A universal lifecycle system in the Philippines would be more much effective in reaching the

poorest —and those on middle incomes — than existing 4Ps programme

—Universal Old Age (65+), Disability and Child (0-17) Benefits

—Universal Old Age (65+), Disability and Child (0-7) Benefits
—4Ps If expand Child Benefit to

100 . O 17 years, reach 89% of

opulation

S

I

g e A 1BALRES anly @5% of

° f&% ifeciadbid age

g 40 A'Pnefits would reach gw coverage and high
3 68% of population errors in existing 4Ps

o i programme

\

Bottom 2nd 3rd 4th 5th 6th 7th 8th 9th Top
Income deciles
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Likely impacts of inclusive lifecycle systems on inequality across Asia

Bangladesh Indonesia Pakistan Sri Lanka
0%

-4%

-8%

-12%

%-change in Gini

-16%

-20%
m1% of GDP m2% of GDP m3% of GDP
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Who would be the winners and losers if Indonesia invested 3% of GDP in universal

child, disability and old age benefits?

The analysis takes into
100% 1 account social security
| transfers and the tax
I required to pay for the

Net winners _ transfers
[

80%
60%
40%

20% .
70t percentile

0%
|
oo ‘Net losers

Lowest

Average increase in consumption

Highest
Consumption percentiles
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Absence of correlation between wealth of a country and level of investment in tax-

financed social security

35,000
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Inclusive social security is not a cost: it is a core component of an effective

economic growth strategy

Social Protection Intervention

v

Time
Inclusive social protection: Making the case Development Pathways 35



Priority across Asia should be to build a virtuous circle of a stronger social contract
and higher investment in universal public services

Poor quality Good quality
poor relief universal
(social public

assistance) services

X D’

Virtuous
cycle

Greater trust
in
government

Low
government
revenues

Low trustin

O government

revenues

Greater
willingness to
pay taxes

Stronger
social
contract

Unwillingness WEELSIIEE]
to pay taxes contract
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Countries need to choose the type of social security system that they wish to build

CURRENT DEALS!!!

Second- hand Lada poor reI|ef

CLEARANCE

Reaching the *

poorest

Coverage ‘
Administration ‘

Transparency * Anti-Social Registry
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