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GLOSSARY

DiBao: Alse known as the Minimum Living Standard Guarantee - a cash transfer program to
provide a benefit to people whose houschold mcome per capita 12 below the minimum living
standard,

Medical assistance - a social assistance program to provide medical treatment for people in need

WuBao: Also known as the Five Guaranlees - 2 comprehensive social assistance program in the
rural arcas of China to provide food, clothes, habitation, medical treatment and burial service for the
no income childless and infirm old persons

Special social assistance programs: & social assistance program for persons who have special social
assistance needs, including medical assistance, housing assistance and education assistance. The
benelits under these programs only cover expenses for cerlain purposes,

EXECUTIVE SUMMARY

The types of social assistance [rmuod have a vamety ol characteristics in China, There are dilTerent
types of social assistance fraud. Social assistance fraud can be divided into DiBao fraud, medical
assistance fraud, WuBao fraud and frand in the other special social assistance programs. One of the
maost lypical, most significant and the most proklematic s DiBao frand, From the perspective of
whoe commits the fraud, social assistance fraud can be committed by an applicant andfor
keneficiary, by those invelved in the management of social assistance and other types of fraud.

Social assistance fraud by a bencficiary refers to those people who onginally do not meet the
requirements of the social assistance system who get the benefit by concealing, tampering with or
falsifying evidence. Fraud by the management stafl normally has two purposes: the purpose of
sicial control fraud 15 fo seck personal gain as a result of fraud. Fraud from other groups of people
is generally committed by the criminal groups. The amount of fraud is relatively large.

There are many causes for the oceurrence of social assistance fraud in Ching, Social assistance
fraud is affected by the design of the social assistance system and the social assistance targeting
mechanism. There 15 a lack of supervision and management, there 15 alse a lack of the legal
syslem's construction as well ez cultural and environmental factors. Among them, the social
assistance targeting mechanism being inaccurate and the inadequate supervision and management
of social assistance fraud are the direct and dominant reasons. Technical and data support are the
technical reasons for social assistance lraud. The filivre o receive a social assilance benefit and the
judicial system’s construction are important incentives for social assistance fraud. The design of the
social assistance system and cultural environment factors are the deep reasons for social assistance
fraud.

Some local practices provide good expertences abouwt anti-fraud in social assistance practices. The
cooperation between different departments o build up an information verification system 18 a
cntical part of fraud prevention. This helps to venfy the qualification of a bencficiary precisely. The
supervision system is also important in preventing fraud. Comprehensive supervision and reporting
channels, including telephone, Microblog, WeChat, the official website, e-mail have been get up in
some cities in China,

The penalty for social assistance fraud in China is not so effective due to the lack of practical and
detgiled legislation, The internal control system s eritical in social assistance management. Some
local governments establish policies or regulations to control the behavior of management staft and
their relatives to make sure that no malfeasance or corruption happens in practice with social
assistance, The introduction of a third party into the process of carrying out independent supervision
of the implementation of social assistance has begun to be pilotted in many Chinese citics.
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The governance of social assistance fraud involves multiple dimensions and levels and requires a
high degree of compound management and governance. Social assistance fraud is not simply a
matter of fraud. Social assistance fraud is more reflected in the abuse of social assistance resources
and its services, Therefore, the essence of the governance of social assistance frawd 15 to improve
the social assistance svstem and to guarantee the accuracy of social assistance targeting. Therefore,
the governance of social assistance fraud does not rely on harsh laws, but it relies on the continuous
improvement of the social assistance system, Among the possible sugpestions are using information
technology, creating a network platform to build a social assistance precision identification
mechanism; improving the supervision and the reporting system in China’s social assistance;
encourgging and promoling social paricipation in social assislance services, 118 supervision and
conTecting errors that arc made,

Improving the institutional environment for Anli-Fraud in Social Assistance in China is also an
important task for the problems of China's social assistance fraud lie in the madeguacy of the
institutional sructure and flaws in the nature of the system's operation. The setting of qualification
standards should be improved. Special assistance should be optimized. More resources should be
delivered 1o social assistance and the current regulations and the legal system relating fo social
assistance should be improved.

1. FRAUD IN THE CHIINESE SOCIAL ASSISTANCE PROGRAM: ITS FORM AND ITS
CAUSES

1.1 Analyzing the form of, and behavior related 1o, fraud in China’s social assistance program

The form that social assistance fraud takes has a wariety of characteristics when viewed from
different perspectives. There are different types of social asgistance frand. Social assistance fraud
can be divided into [NBao fraud, medical assistance frawd, WuBao fraud, and fraud in the other
social assistance programs. One of the most typical, most significant and the mest problematic fraud
relates to DiBao. From the point of view of classifying those defranding the system, social
pssistance fraud can be divided into fraud by applicants and beneficianes, fraud by the social
assistance managers and other types of fraud.

1.1.1 Fraud by the beneficiaries of social assistance

The so-called social assistance applicant fraud, refers to the social assistance fraud behavior shown
by an applicant for social assistance. Specifically, this refers to the people who originally did not
meet the requirements for getting a benefit under the social assistance syvstem getting the benefit by
hiding, tampering, and falsifying the related evidence. In this category, some people even bribe the
staff of the social assistance department to get access to social assistance eligibility,

This kind of fraud is widely found in the variows assistance programs, especially in DiBac. For
example, according to the study on DiBao in Anyang City in Henan Province, the scammers lound
that DBao was mainly gained by separating the elderly parents from their children. Field wisits
mndicated that other members of the family had the ability to take care of parents without income
and thus constitututed an act of receiving social assistance by falsifying the DiBao qualifications. In
the case of neome survews, it s difficult for the investizators to review their non-fixed income
because the income of many rural migrant workers is temporary and uncertain. So the applicant is
able to meet the qualifications to receive DiBao through omission, concealment and other ways.

This kind of social assistance fraud 1s not only in the application step of social assistance, but also
in the process asseciated with withdrawing from social assistance. Under China's social assistance
system, a social assistance beneficiary should no longer accepl social assistance when they no
longer meel the social assistance conditions. Hoewever, due to the problems with the management of
social assistance in China, people who are not elipible for social assistance continue to receive
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sovial assistance, resulting in social assistance fraud, Tn the investigation of TBao in Yangcheng
County in Shanxi Province, it was found that many social assistance beneficiaries had surpassed the
standard of social assistance because of an increase in their personal or household income.
Therefore they should stop receiving DiBao, But they still continued to receive DiBao because they
did not want to, or could not, issue a corresponding proof of income, or did not want to declare their
own income. In medical assistance, some poor people receiving treatment under medical insurance
for some reason find it difficull o get reimbursement, so they will join the criminals in falsifying
medical reimbursement documents to get medical assistance compensation.

In short, the problems exposed from real life show that social assistance applicant fraud is mainly
by the conccalment of an applicant's/beneficiary™s real income situation, which if public would not
lead to them meeting the conditions to receive social assistance.

It should be noted that this type of social assistance fraud is mostly done in order 10 take advantage
of the assistance benefit. Some people themselves are really in difficulty. The money they get from
the fraud is often wsed only for themselves or their families to fulfill their basic needs. But the
accumulation of these phenomenon ¢an cause huge damage to the social assistance system,

1.1.2 Fraud by the staff of Social Assistance departments

Social assistance projects are different from secial insurance projects, Social assistance applicants
do not need to meet the contribution qualifications, so the social assistance management staff who
review the qualifications for a social assistance henefit have a lot of authority. This power is more
obvious under the principle of local management of the social assistance, so that the social
assistance management staff have sufficient space for fraud and abuse the system for personal gain.
The frand perpetrated by the social assistance management staff can be divided into two tvpes! the
purpase of social confrol for fraud and to seek personal gain from the fraud. The latter is more
significant. In soccial assistance management for the purpose of social assistance, fraud refers to
social assistance management personnel who authorise a benefit to a specific individual or a group
of people by relaxing the social assistance eligility requirements or forging the qualifications of
the targetted individual or groups so that they can receive a social assistance benefit. "Rengingbac”
and "guanxbao™ are the more typical forms,

"Human sccurity" means that the recipient of the aid has a direct social relationship with the
management personnel, so that the aid is improperly given as a "gifi". For example, some village
cadres, in the process approving social assistance allowances, will [ocus on the relationship between
the houscholds and the gifts of the people, rather than on the low-income families with life
dificuties. To seek personal gain through social assistance fraud, refers to the social assistance
management staff making wse of nstitutional or regulatory loopholes w get an extra economic
benefit. For cxample, in some cascs of rural DiBao, some of the management staff retain the social
assistance payments of the DiBao beneficiaries and take these benefits for themselves.

Such social assistance fraud also appears in medical assistance, cspecially in the rural medical
assistance program. In 2015, in Baisha County in Hainan Province a medical assistance fraud
oceurred. Wu is a staff member of the Hainan Provincial Civil Affairs Department who has the
authority to audit the medical assistance program. Wu uses this power to seduce many beneficiaries
of social assistance through the falsification of the medical assistance approval form. He collected
more than 1.2 million medical assistance allowances and made a total profit of 0.83million Yuan.

1.1.3 Other people's social assistance fraud

There are some people who are nol directly related to the management of the social assistance
program and who generally are not related fo the applicants for secial assistance who misuse the
desipn of the social assistance system to cheat their way to a social assistance benefit. This type of
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fraud is generally committed by criminal groups and the extent of this Gaud 15 relatively large, Tn
reality, the field of medical assistance is where third-party fraud is more prominent. And fraud in
the field of medical assistance often coexists with health insurance fraud.

For cxample, eniminals use the information of the poor to falsify medical matenals and documents
for reimbursement. They cheat the medical assistance and medical insurance systems to get a
benefit, It should be pointed out that this kind of fraud is often associated with the frauwd by social
assistance management staff - the latter provide falsc material to the former who can then usc that
social assistance information.

1.2 Analyzing the various causes and conditions relating to Fraud in China’s Social Assistance

There are many reasons for the existence of social assistance fraud in China. Social assistance fraud
is alfected by the social assistance system’s design, by the social assistance largeling mechanism, a
lack of supervision and management, a lack of legal system construction and cultural environment
factors. Among them, the social assistance targeting mechanism being inaccurate and there being
inadeguate supervision and management of social assistance fraud are the direct and dominant
reasons. Technical and data support are the technical reasons for social assistance fraud. The lack of
receipt of social assistance and the lack of judicial system construction are important incentives for
people o commil social assislance [raud, The social assistance system’™s design and culiural
environment factors are the deep reasons for social assistance fraud.

1.2.1 The Failure of the Social Assistance Targeting Mechanism

Ihe reason why social assistance fraud exists is because of the fact that the social assistance
targeting mechanism fails. If the social assistance targeting mechanism is highly effective and can
ensure accuracy in social assistance payments, then it can avoid the common forms of social
assistance fraud. The problem with social assistance targeting mechanizm is mainly due to technical
reasons, but they are also related to the design of the mechanism.

From # techmical perspective, the social assistance targeting mechanism involves a series of
standards and techniques that identify whether or not individuals meet the requirements for social
assistance, The current level of social assistance fraud is largely due o the difficulty of identifying
the applicant’s real living conditions, It is difficult for the social assistance agencics fo commootly
identify the evidence provided by the applicant.

In the DNBao program, this problem is prevalent. Because low-income groups are usually not in
formal emplovment, their mncome is unstable and temporary. Therefore, it is wvery difficult to
identify their real income and it is difficult to put an end to the applicant's concealment of his
income, As the income of agricultural production is not casy 1o account for, and the income of a
large number of migrant workers is difficult to investigate, the mral DiBao management staff find it
difficult 1o identify the applicant's real income situation. Investigating an applicant’s real income
and their asset status requires multi-department integration and large amount of work. The difficulty
of identifying the social assistance applicant will alse affect the effectiveness of the social
asgistance withdrawal mechanism.

From the point of the targeting mechanism's design, the current social assistance targeting
mechanism’s standard design is not good enough. It is easy to exclude those people who should be
asgisted but it is also easy 1o indulge those people should not be assisted. For example, when
conducting a houschold survey, the income situation of the houschold is measured by the hukou as
a whole. In practice there are two exceptions - the children have the ability to support their parents
but deliberately set up the hukou alone for no income parents so that the parents pel social
assistance,
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The children do not bear any obigation to support the elderly but because the parents and children
are in the same hukou so the no-income parents cannot get any social assistance. For example, when
examining the medical assistance status of a patient, some of the conditions that are likely to lead to
poverty are not ingluded in the hist of medical assistance, This results in the patient being unable to
obtain assistance.

1.2.2 Lack of supervision and management

Insufficient supervision and management are important causes of social assistance fraud. The
identification of the social assistance gqualifications cannot be smart, digitalized, or applicative,
Therefore the social assistance management stafl become the actual operator of social assistance
targeting.

Al present, China's social assistance supervision and management failure 15 rellected in three ways,
First, the number of social assistance regulators is insufficient. At present, China's social assistance
system is managed by the Civil Affairs Departments at all levels. The number of social assistance
management stafl is not enough o cope with the huge number of beneficiaries. Therefore i is
difficult to carry out effective supervision and auditing, Therefore, the management and supervision
of the social assistance system is difficult to be achieved in a timely and accurate manner. Even if
there is a problem, il i difficull w immedialely identily . The nomber of social assistance
management staff is inadequate and therefore makes the management of the power of more
concentrated. In practice, the process of social assistance review, implementation and supervision is
olten only undertaken by a small number of people.

Second, the supervision of the feedback mechanism is not smooth. The public has difficult in
achieving the effective supervision of social assistance and its supervision. Thig is little capacity to
monitor any reports of fraud that are submitted by the public, The social assistance supervision
mechanism is not perfect nor is the effect ideal. The set up of the supervisions of social security is
urtclear.

Third, the authority of social assistance it a local area 15 too concentrated. This leads to an abuse of
power. In the less developed areas, the authority for conducting social assistance audits was
decentralived. This leads 1o low levels of efficiency of the supervision. The local anthorities have
the right to decide on the requirements to receive social assistance, resulting in rent-secking space
and the breeding of a large number of abuse-ceeking behaviors.

1.2.3 Lack of technical means and data support

The taregling mechanism of the social assistance program and its auditing require precise and
detailed data and advanced analytical tools, In the cuwrment practice of social assistance in China, the
targeting, review and tracking mechanism of the applicants is still relatively simple. This is
especially prominent in the rural areas or in the underdeveloped areas. This is mainly manifested in
the lack of an adequate understanding of the overall economic situation of the beneficiaries of social
assistance, especially their family assets, informal labor income, non-local work income ete.

To fully understand the assets of the social assistance applicants needs the full cooperation of
different departments including housing, public security, banking, transportation so as Lo collect
multi-sectoral data. This is undoubtedly difficult to achleve in the underdeveloped areas where the
hazic data may be inadeguate.

Data needs to be analyzed using technical tools. A lack of electronic, networked working conditions
and vechnseal facilities, will hinder social assistance data storage and delivery and the effective
implementabion of social assistance governance, These phenomena induce social assistance fraud.
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1.2.4 The imperfeetions of the judicial system for social assistance

The imperfections of the judicial system for social assistance makes the cost of social assistance
fraud relatively low therehy increasing the difficulty of social assistance [raud prevention. The
construction of the social assistance judicial system has rwo aspects, one is the legal provisions and
the ather is law enforcement.

At present, social insurance has introduced the "Secial Insurance Law" but for social assistance
there is still no relevant legislation. There are anly the "Social Assistance Interim Regulations”, the
"Urban Residents Mmmimum Living Security Ordinance™ and other policies, The legal constraints
are mot adequate, For example, under the “Interim Provisions on Social Assistance”, individuals
who cheat to fulfill the DiBac qualification requirement get punishment only by the term "the
Peaple's Government al the counly level s to give educalion ar a warming, to recover thelr falsely
claimed DiBao, [f the case iz bad, the punishment showld be more than [ times bt no more than 3
times . And this punishment in practice will not really be implemented.

Although the fraud, depending on the amount of money involved, may violate the ¢ivil law or the
criminal law, it is in fact difficult to punish fraud by individuals because the law does not blame the
public. The lack of law enforcement is another manifestation of why the legal system for social
assistance is nol ideal, For example, o identily social assistance beneficiaries, and investigate social
assistance fraud often requires help from public security departments in the investigation, data
supply, and enforcement, However, in reality, the judiciary's coordination with the civil affairs
sector 15 often madeguate, The civil service 15 very limited, so it is difficult to obtain the real income
situation of social assistance applicants.

1.2.5 The problem in the design of the social assistance system

The imperfection in the design of social assistance system is one of the primary reasons for the
existence of social assistance fraud.

At present, Ching's social assistance system has become more and more effective, but there sre still
some problems between the system design and the policy cohesion. First, the design of China's
social assistance standards is not effective enough, The benefit standards are Jow and the
differences in the different regions are grest, The social assistance syvstem regards the absolute
poverty line as the standard for social assistance. For the relatively poor groups it is difficult to get
full belp so it is difficult to avoeid the "poverty trap,” This makes those who do not meet the social
assistance standards trv to fulfill the qualification by illegal means. And thiz phenomenon is more
obvious in the rural areas for it is more difficult to set the proper standards i the raral iBao.

Sccond, China's social sssistance system has the charactenistic of & welfare overlay, The sccess 1o
medical assistance, unemployment assistance, housing assistance, education assistance and other
special assistances is dependent upon often on being eligible t obrain the DiBao gualifications as a
prerequisite, This phenomenon has led many people fo cheat the ThBao svstem to be able to gualify
for the other social assistances.

Third, by the reazson of policy, technology and other factors, the taregeting mechanism for the social
assistance systom 15 not effective, It is difficult o accurately target the beneficiarics of social

assistance. In fact, in the developed cities where the management is better, the prevention of social
azgistance frand 15 much better than in the rural areas, thanks to using higher, advanced technology.

1.2.6 Cultoral environment factors

Cultural environmenl faclors contribule o the formation of social assistance frawd in many ways.
"Runginbac" and "Guanxbao” largely reflect the mfluence of human society and the familiarity of
society on the practice of aid under the condition of inadequate systems intervention. This situation

11
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in respect of rural social assistance frand s the most outstanding performance, The social assistance
policy implementation, the legal constraints, the lack of supervision and control in the rural areas,
constructed by a "diversity pattern” which takes the network close to the base and has become the
main content and the allecation, of social assistance resources, In this context, the so-called "rescue
fraud" seems to be a false proposition. Its performance is nothing more than the normal state of
compliance with the value rules of society. In addition, the Chinese people often have some kind of
mentality that is not related to the rich and the peor, and the mentality of the rule 15 not strong, This
also encourages the phenomenen of invisible social assistance fraud. In a lot of social assistance
fraud cases, the peoples may not be ried o get this assistance money but by taking advantage of the
people’s mentality,

2. ANTI-FRAUD IN SOCIAL ASSISTANCE IN CHINA: GOVERNANCE AND POLICY
IMPLICATIONS

2.1 Chinese anti-fraud in social assistance: local practices
2.1.1 Accurately identily social agsistance (raud through cooperation with different departments

The first step in preventing social assistance fraud is the precise collection and verification of
informmation on the social assistance applicants. However, the income and assel information of
individuals and families of social assistance applicants is often scattered in varous felds and is
managed by different departments. This creates difficulties in identifying the social assistance
qualification, With the increasing diversity of people in big cities, imterpersonal relationships are
inereasingly alienated and individual independent reporfing and stafil verification based survey
methods are gradually ineffective. There is a need to integrate data from multiple administrations.

Beijing has officially run the Resident Economic Information Checking Information System since
2015, The system gets information from the Beijing Municipal Civil Affairs Bureau, the Public
Security Bureau, the Housing and Urban Construction Burean and other departments. By using the
systern slafl can accuralely query the economic situation of residents in Beijing, such as income,
gsscts (motor vehicles, real cstate, ctc), or whether there is an individual busincss and other
comprehensive family economic information. The svstem collects data from the IESS, Housing
Construction Commitles, Public Security Bureay, Trade and Industry Bureau, banking, securilies,
insurance and other departments and institutions, a total of morc than 10 departments. Through this
systemn, you can inguire about the real economic stamus of residents who apply for DiBac. The
syslemn integrates and utilizes the information resources scaltered in the varous povernment
depariments to realize the accurate examination of the public expenditure programs such as social
assistance, social welfare and social security in Beijing. After the system went live, Beijing
incorporated 16 million DiBao applicants into the system for sereening in the first place, All new
DiBao applicants must also be verified by the system*,

In 2015, Shanxi Province promulgated and implemented the "Shanxi Province, Minimum Living
Guarantee for Family Economic Status Venheation Method."” Under this policy more than 10 sets
of data is collected from the Public Security Bureau, Social Security Bureau, Land and Resources
Bureaw, HMousing and Urban Construction Bureaw, Bureau of Agriculture, financial supervision,
Insurance Regulatory Burcau, Trade and Industry Bureau, the tax department, housing provident
fund and other depariments and institutions. The information checking svstem is used to check the
DiBao applicants’ household registration, motor wehicles, employment, insurance, housing,
agricultural machinery, apricultural sobsidies, deposits, securities, provident fund and other
information and to check on the authenticity of the applicant's family economic status statement.

! Bempmg Crvil Affaers Bureaw, socil assistance section.

12



w. EU-China Secial Protection Reform Project
AT, Compenent 3

Xi'an launched a joint investigation mechanism for the economic situation of its residents, The
Xi'an Civil Affairs Bureau cooperates with eight departments to identify both urban and rural
MBao applicants family economic situation.

Changle County in Shandong Prowvince established a minimum living security management
information system for urban and rural residents. The system is jointly established by 13
departments of the county public security burean, social security bureay, housing management
bureau, industry and commerce burcau, taxation and banking department. The system is uscd to
examine the gualifications of DiBao applicants. The social assistance management staff can seek
help from any department to check on the relevant information of the applicant. Relevant
departments will answer to the civil affairs staff within five working days after being issued with a
verification request for real-time inspection, and the exact information will be sent back to the Civil
AdTairs Bureau.

Chongging has introduced different ways to identify the information on beneficiaries. Firstly, the
identify procedure should be authorized by the beneficiary when they apply for social assistance
benefits, They should also submit & document to authorize the related management departments to
have the right to identify the economic information including income, assets etc.. To check that
information, Chongging has established a Verification Center to manage the indentify procedure.
When the social assistance management department wants to check certain information, they should
firstly authorise this Werification Center so that the Center will have the right to conduct the
verification procedure. To verify the information, Chongging combines the household survey and
internet technology, Verification is done through data exchange and information sharing on the
applicant and his family's income and property status so as to compare the information. According
to the requirement of the Chongging Government, all the applications should be investigated at the
community level, and 30 per cenl of the applications should be spol checked al counly level, The
qualificd applications will be checked by Venfication Center to investigate the family's
information, income, assets, consumption, social insurance etc?,

In order to verify the information of social assistance applicants, Longxi County in Gansu province
established an inteprated identity system to integrate information across the different departments
and administrative levels and combined different verification methods like the household survey
and the information survey. The county civil affairs bureau is using information from the Public
Security Bureau, the Human Resources and Social Security Bureau, the Housing Management
department, Financial regulatory authorities, business administration, W build the Family Economic
Information Database and to collect data on such arcas as automebiles, houses, business and income
support. There are some 146,854 items that have been collected as references for the qualification
verification of applicants,

In its rural social assistance management, Longxi County also makes use of the Family Economic
Informartion Database to check out the information on the rural DiBao and the Five Guarantees
beneficiaries, The information checked by the Database will be transferred back to villages and
towns, If any beneficiary is not qualificd to get social assistance according to the database, the local
government should restart a household survey to re-check the situation of the beneficiary®.

Heilongjiang Province has cstablished a Family Economic Status Checking Information Systom.
The System is built on information from the Civil Affairs Department, the Public Security
Department, the Business Administration depariment and the Human Resources and Social Securnity

2 Chongging Civil Affairs Bureau, social assistance section.
3 Gansu Longxi Civil Affairs Bureau
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Department, The Family Economic Status Check Tnformation Swstem has helped to promote the
efficiency and aceuracy of the DiBao qualification verification procedure®.

More departments like the Tax Depariment and the Housing Depariment will become involved in
the System. According to the policy, every DiBao beneficiary should be venified by the system, as
well as all new applicants for DiBao.

Currently around 2.3 million beneficianies of the different social assistance programs are verified by
the System regularly. Anyone who fails the verification process under the System has to exit the
DiBao program prompily.

Weinan City in Sha’anxi province has removed the authority to review DiBao qualifications from
the village level to the town level. Every DiBao applicant at the town level should be involved in
the household survey and be spotl checked at the county level. Social supervision is required. A low
- income family cconomic reconciliation svstem has been built to verify the depesit, housing and
vehicle information of a DiBao family. Unannounced visits are also conducted by the Discipline
Inspection Depariment, Audil Department and the Financial Depariment, Besides, if the DiBao
beneficiary happens te be relative of a government officizl, then that should be put on the public
record.

Yantai City in Shandong Province has established a demographic mechanism for verifyving the
qualification of DiBac applicants in the rural areas. Specifically a committee for verification is
formed including people who work in the Civil Affairs Authority, public security authority, NPC
deputies, CPPCC members and representatives of villagers, They decide whether the applicant is
qualified for a DiBao benefit. Since the rural area is lacking an information verification system
based on advanced technology, this kind of committee can be an effective way to verify the income,
assets and employment information about the applicants®.

This type of measures is based on modern information technology and the Internet to build a
mechanical based on multi-sectoral information data terminal, Carry out all the praclice and
experience of exploring the practice of social assistance in secial assistance under the guidance of
the Ministry of Civil Affairs department specifically indicated that China civil affairs departments
lo actively encourage grassrools darng pilol exploration, in social assistance lo enhance the
performance, enhance the difficultics of the masses of the social assistance effect gain a scnsc of
accumulated a great amount of experience, the effectiveness of various means and perfect social
assistance the system of social assistance, blocking fraud vulnerabilities, improve the effectiveness
of the measures for the administration of relief society has achieved positive results. The exploring
of practice has accumulated valuable experience for the further improvement of the legal system of
social assistance and management system, especially the use of information technology means to
improve supervision, to achieve accurate identification of relief object, accurate relief of social
assistance, to further enhance the level of management services, has achieved remarkable results.
This can fully and quickly audit and track the applicant's economic situation so as fo achieve
accurate social assistance targeting and reduce the fraud from social assistance applicants
concealing or falsifying their income information. These measures require highly technical
conditions in the Civil Affairs Bureau, The related departments also need the appropriate technical
and data reserves, These often only apply to the more developed cifics or capital citics in China, In
recent years, in the area of social assistance in the developed cities, social assistance fraud has
indeed been better contained,

4 Heilongpiang Civil Affairs Bureau, social assistance section
3 Shandoeng Yantai Civil Affairs Bureau.
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21,2 Establish a diversified supervision mechanism

Social assistance supervision iS an important guarantee to prevent social assistance fraud. With the
development ol information lechnology, a wide range of social assislance supervision activilies
become possible by implementing a combination of traditional supervision and non-traditional
supervision. Beijing Municipal Civil Affairs Bureau clearly put forward the "people can be real or
anonymous report.” Mo matter whether the report’s information is detailed, accurate, or even an
anonymous report, the report will be checked carcfully by the Civil Affairs Burcau. Staff from
Beijing Municipal Burean of Civil Affairs using real-name reports and anonymeus reports can baoth
expand the collection and mastery of information. The Civil Affairs Bureau has set up
comprehensive supervision and reporting channels, mncluding telephone, Microblog, WeChat, the
govermnment website, e-mail, ete., to the greatest extent possible so as to facilitate public supervision
and reporting,

When complaints are received and reflected the questions (clues), will be promptly verified by the
community who will publish a typical case. The Beijing Municipal Civil Affairs Bureau organizes
the district government and a third party institution to investigate the social assistance applicants
The introduction of social workers and other third party social organizations to participate in the
verilication process [or social assistance, on the one hand could aveid the harassment hehavior
among the civil affairs system self-verification process and on the other hand could build up the
social supervision mechanism in social assistance work.

In 2013, the Ministry of Civil Affairs released its “Notice on Establishing and Perfecting the Long -
Term Mechanism for Supervision and Inspection of Social Assistance”. According to the notice,
every district should establish a mechanism to make sure that the authorities in the difTerents level
take responsibility for the management of social assistance. The social assistance management
authorities al the differemt levels should follow the principle of “Whoever is in charge is
responsible”™. Staff who do not take responsibility and who subsequenly cause an incident will be
punished by Law and party discipline.

The Motice claims that the working state of the social assistance authorities should be made public.
The Ministry of Civil AfTairs will report o The State Council abowt the working state of social
assistance regularly. The Notice also required the development of a reporting svstem at the
provincial level. The reporting system should be managed by special staff. If some reported incident
is severe, then the Minisiry of Civil AfTairs will form a working group o help lo investigate the
case. Social supervision is also encouraged according to the Notice. The Noetice alse requires
establishing a social assistance management performance evaluation system. The performance of
the social assistance system in cerfain provinces will be included inte the Government's
performanece appraisal. The management performance svstem should be well designed so that it can
reflect the social assistance management procedure as well as the results. The result of the
evaluation of a certain province 1S regarded as a eritical index in deciding the social assistance
subsidies from the central government. Good performance will be rewarded.

In 2014, the new DiBao applicants” family economic status checking report in Inner Mongolia was
referred back to the DiBao information system through a dedicated line. The DMBao information
system and the family economic status checking system is to achieve consistency. This measure
strengthens the accuracy of the application procedure for social assistance. In March 2016, the
autonomous region established a system of penodic reviews of the family economic situation of
gocial assistance applicants. DiBao beneficiaries, poor people and other special social assistance
beneficiaries will be checked about their family members, social security contributions, pension,
public security houschold registration, vehicle-related information, In order o ensure the timeliness
of the identification of the family economic status of social assistance applicants and to curb the
15
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ceeurmence of "social assistance fraud”, the autonomous region’s il affairs office has formulated
the data docking scheme, standardized the operation process and implemented the work
responsibly. [n October 2016, the region completed the checking that the iBao information system
and the family economie status checking system data worked together. Since then, the region’s new
DiBao applicants in the county (city or district) should be checked by the information system about
their family economic sitzation and be issued with a check report. The county (city, distriet) civil
affairs department will be hased on the awdil report for approval, Applicants who have nol been
audited could not pass the approval test.

Kunming city i Yunnan province has established the "Kunming Resident®s Economic Status
Checking Centre”, The checking center mainly has three wavs (o conduct a check: First, the
network information checking. Through the checking information platform the comparison line and
the household economic status checking network system, checks of the applicant” income and
property information can be made

Second, check information can be checked using a portable device. Those departments which do not
have the information network conditions, can use the encrvpted U disk to venfy the applicant’s
income and property information.

Third, conducting lheld investigations and wverilication. For the audil ol social assistance
applications among the Town and District levels, the staff use the houschold survey, neighborhood
visits, letters and evidence, ete. to check the applicant's income and property information®.

Wenchang City in Hainan province has estabhished a reporting system for social sssistance, The
reporting methods involve telephone, letters, networks and face-to-face reporis. Any problem with
social assistance, including social assistance [rand, is encouraged to be reported to the authorities,
The local povernment is in charge of handling the reports based on the principle of “Whoever is in
charge is responsible”. If there happens to be fraud, education and admonition should be used
before punishment. If the Civil Alfairs anthority receives such a report, it should investigate and
verify the reported case immediately. But in order to make the report procedure more efficient,
some exceptions are provided. The report will not be handled if the report does not identify a certain
person; if the reporter does not report the case level by level, if the reporter does not report in time
ete, The reported case should be closed within 60 days, except if it 18 a complicated one, If the
whistleblower is not satisfied with the result, he can require the authority to re-investigate the case
within 30 days, The autherity should not inform any person or ofganization related to the reported
case about the handling of the case before the case 15 finished, The documents and the evidence
related to the case should be restored carefully”.

Hefer city, in Anhui province announced its “Measures for Verificalion of Reporting on Social
Asgistance in Hefei” in 2015, The Measures put forward some new policics about reporting and
supervizsion. The reported case should be recorded and accepted in the first place. The contact
information of the social assistance authority showld be announced on the network,

In Yantai City in Shandong province the result of the verification made by the werification
committee should be publicized at the village level, including the basic family information,
household economic survey, the amount of the benefit, ete. If the DBao beneficiary also receives
other social assistances like medical assistance or housing assistance, he also needs to be verified
and supervised specifically. The reporting of improper behaviors is encouraged, and will be re-
investigated by the authority over tme. Im order fo ensure the qualification of the heneficiary, a
review system has also been built. The review frequency is based on the income situation of

" Yunnan Konming Civil Affairs Bureay, social assistance section,
7 Huiman Wenchang Crvil Affairs Bureau.
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beneficiary’s family. Specifically, there 15 a review once a year if the family income is stable and a
review once a month if the family has the possibility of having other sources of income, or has an
unstable income, Some special review should be pramoted when a special event which will change
the meome status of the famaly happens to the family including the retirement of parents, graduation
of a child, etc. Special records should be kept if the beneficiary has a relationship with government
officials,

According to the policy, if the beneficiary is a relative of a govemment official at the village level,
then the household survey for this beneficiary will be handled by the higher level government. The
supervision inolves cooperation with a variety of departments including the finencial department
and the review department. The supervision will be carmied out by different means including special
inspection, unannounced visits and social supervision. Tip-offs are encouraged. Every report should
be verified carefully in time, and the reporter should be protected,

The main purpose of such measures is to monitor the eligibility of social assistance applicants.
These measures use a variety of channels to restrain the troubleshooting "leaky" ungualified
applicants, On the one hand, government uses the social security information venfication system
established by the government in real-time to update and review the actual asset status of the social
assistance applicants and on the other hand, adopts a diversified reporting mechanism to broaden
the social supervision mechanism,

2.1.3 Establish and improve the social assistance fraud penalty mechanizsm

Social assistance fraud reguires not only steps to prevent a fraud but those who commuat a fravd also
need to be punished afterwards. The policy related to the mechanism of social assistance fraud in
China is mainly based oo the “Interim Measures for Social Assistance” and the practices of the
vartous districts, It 35 possible to increase the costs of fraudsters by means of refunds, fines and
mereased restrictions on social assistance eligibility,

Beijing Municipal Civil Affairs Burean has severely punished improper DiBao applicants. In
accordance with the regulations, these people need to firstly refimd the previously received
allowance, caleulated from the day that they received the benefit, and in accordance with the laws to
recetve an extra punishment allerwards, For example, il 8 [raud case s detected, the fraudster will
not be cligible for DiBao again for a period ofsix months and a fine may be imposed of up to three
hundred per cent of the amount obtained fraudulently. The fraudster may also be held criminally
responsible, This depends on the amount of money invelved in the fraud. Beijing has established &
recording system for social assistance management staff and their ¢lose relatives, to investigate and
deal with corruption in social assistance. The Beijing government has also strengthened the palicy
advocacy, and actively reviews social asgistance applicants to actively identify the program and 1o
prevent the omission of any individuals who should be cligible for social assistance®.

Sugian City in Jiangsu Province issued a directive "Sugian City Social Assistance Applicants to he
Pumished for Dishonesty and Rewarded for Honesty", This policy prescribes four types of social
assistance applicant dishenesty. These include, firstly, deliberately concealing the real income of
the family and the manipulation of the family’s population, or providing false application materials
during the application or falsely claiming a social assistance benefit, Secondly, family members
such as children who have the ability to support their paremts, but who do not fulfill their
maintenance abligations. Thirdly, social assistance management staff making improper reports or
providing other assistance to applicants maliciously, Fourthly, other cases of dishonesty®.

* Beiping Civil AfTairs Burean, social assistange section.
# hangsu Sugian Civil Affurs Bureay.
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For those who have been dishonest but eligible for social assistance benefit, or have received an
allowance, the Social Assistance department will raise the frequency of the verification of their
economic situation. When it 15 confirmed that the applicant's economic situation has improved, the
allowance will be stopped,

According to the regulations, if the social assistance applicant has no illegal or dishonest records
and has received some rewards, the applicants will receive extra allowance. In addition, if the social
assistance gpplicant has had no behavior that is dishonest, he can disagree with the social assistance
management and provide relevant evidence to prove his innocence.

Chongging in May 2016 began the implementation of the "Chongging Urban and Rural Residents
Minimum Living Security Regulations". These clearly state that those commiting DiBao fraud will
be held eriminally responsible.

In Xi'an City, in Sha’anxi province the urban and rural DiBao program will introduce a "one step”
service management window. Applicants need to provide the relevant supporting documents, and
provide their family economic status commitment, and be conflirmed by the civil alTairs depariment
a8 to their family coonomic income and property status and provide a verification authorization. The
application will be reviewed by the town government (or district office) in the first place, and then
be transferred o the county or municipal civil affairs departments 1o verify the authenticity and
credibility of the application. Applicants who are not eligible for social assistance should be
promptly excluded. Applicants who have already received the allowance may also be able to
conduct a guick review through the system if they are reported, Such measures directly deal with
soial assistance fraud caused by individual or family concealment. The first step 1s to establish a
comprehensive information verification mechanism for false social assistance gualification
information verification and investigation. The second is 1o establish a reward and punishment
mechanism to encourage non-¢ligible applicants to withdraw their application and to make social
assistance fraud subject to a fine or criminal punishment™.

Longxi County in Gansu province has combined the information system and the household survey
to tackle the fraud in the DiBao area. For those people who provide false information to receive a
[HBao benefit their DiBao benefit will be cancelled. According to its verification process, Longxi
County has already cancelled 136 households for therr misbehavior in THBao,

Recently, some DiBao beneficiaries in Shanghai took advantage of the social assistance medical
subsidy by [alsifving the evidence of their medical treatment. Tn order 1o stop this mishehavior,
Shanghai has announced new regulations. According to these new regulations, anyone who cheats
the social assistance subsidy by falsifving eritical information will be answerable under the law, the
benefit will be stop immediately, and the benalit received illegally will be recoversd,

These kinds of direct response and relief measures of fraud are caused by an individual or a family
or the survey conditions, First of all, there i a need w establish a comprehensive information
verification mechamsm to verify, investigate and reduce the conditions relating to false information,
Secondly, there needs to be an incentive mechanism to encourage those who do not meet the
conditions for receiving assistance to remove themselves from social assistance and for there to be a
clear system for recovering the fraud and establishing eriminal liability and civil compensation.

2.1.4 The establishment of a social assistance management internal contrel mechaniam

One of the main causes and main sources of social assistance frand is the abusc, and omission, by
the social assistance management agencies. Therefore, some areas prescribe the intemal control
mechanism for social assistance management agencies, to prevent corruption and pmission. In the

1% X1 an Covil AdTairs Bureaw, social assistance seotion,
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development of the social assistance fund allocation program, the staff needs to be in contact with
the financial sector in the first place, calculate the distribution of funds according to a certain
formula, and then caleulate the amount of funds allocated to a certain county. The plan shall be
submitted to the Civil Affairs Bureau al provineial level for review and discussed in meetings, The
meetings will be held at varous admimstrative levels and strictly recorded in accordance with the
regulations. The conclusions of each meeting need to be made available online. In addition, the
Hebei Provincial Ciwvil Affairs Office expresses the view that the implementation of social
aszistance, including the use of its funds, the tules for qualification, ete., should be made public on
the Internet.

(inghai Provineial Civil Affairs Department set up 4 unified social assistance report center. The
municipalities and counties should strictly trace and supervise the handling of the report. The Civil
Affairs departments at all levels will carry out special inspections every year 1o strengthen the
DiBao supervision. The urban and rural DiBao performance appraisal, supervision and inspection
results will be linked with the rewards related to the staff. At the same time, Qinghai Province
estabilished a contact system, covering the Civil Affairs Bureau and a number of other departments.
Al the contact system. the situation relating to [hBao supervision in the different arcas will be
announced. If there are problems in the DiBao supervision, the person in charge of the supervision
will take responzibility, or answer 1o the party disgipline mechanism or by law!!,

In Changchun City in Jilin Province, the regulations related to the spproval procedure and the day-
to-day management of DiBac has been transferred to the district level. And the community {or
village) will no lemger be responsible for & DiBao application and its audit work, The district and
the community will form a joint audit team, to review the applicant's actual economic situation,
family property, income and expenditure, and confirm the DiBao applicant’s qualifications publicly.
This not anly greatly reduces the burden on the communily, butl alse makes the DiBao application,
approval and distribution program independent. This effectively prevents fraud. Changehun City
has strengthened the wansparency and impartiality of the DiBao program. The government requires
all Bac families o be made public. Application conditions, application procedures, policies and
regulations must be promptly announced so as to accept social supervision. The government finther
standardizes the DiBao hearing system, strengthens its supervision and increases the punishment for
fraud. Tn addition, the government has established the DiBae accountability system!?,

Yichang City in Hubei province has announced a social assistance responsibility policy to enhance
the internal control of social assistance management. The responsibility for social assistance should
be clarificd and supervised by cvery level of govermmment from the county level to the village level.
The counties and district governed by Yichang city have provided some experiences about this
topic. The Wuiagang district holds verification meetings regularly each month, The meeting not
only fecuses on the venfication of the social assistance management, but also aims al increasing the
ability of the management staff. Dangyang County has established a social assistance fund
management mechanism. The social assistance fund 15 independently used for certain purposes',

The delivery of the benefit should be in compliance with the special procedure to ensure the safety
and transparency of the fund. For the towns governed by the Davang County, the social assistance
fund should be investigated and supervised by the County Civil Allsirs Authority every year,

Since 2017, Liaoyuan in Liaoning province has carried our a special review of the social assistance
fund. This review group focuses on the usape of the social assistance find at every administration
level. The review group usecs the data collected by different departments including the financial

i Crvil AfTairs Burean.
1 Changehun Civil AfTairs Bureaw, social assistunce section
" Hubei Yichang Affamrs Burcau,
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burean, the education bureau, the housing bureay and the social security bureay o calculate the
number of beneficiaries as well as the benefit levels. It will check whether these data are in line
with the national standards. During the review, big data technology has been used to check the real
economic situation of the beneficiaries, The micro data such as provident fumd record, secial
security contribution, automobile registration etc have all been used to verify the gualification of the
beneficiaries. As for the details relating to benefit delivery, the details of the account, the method
for the benefit delivery, the bank record of benefit are also checked'™,

After the review, the authority which has conducted the review is required to submit a
“rectification” report. This report will help the review group to adapt the report for use by
authoritics in the future.

The innovative practice of the internal control mechanism of social assistance has played an active
role in further optimizing the svstem design and improving the implementation of various policies
and measures.

2.1.5 Third-party social institulions and social organizations participaling in social assistance
services and supervision

Social assistance fraud mainly comes from the social assistance applicants and the social assistance
management staff. Social assistance is 8 non-contributory program, and the management authority
belongs to the region. This means that social assistance is difficult for the higher levels of
government o carry out effective supervision. It is often difficult for social assistance applicants to
deal with the willingness of the staff to manage the social assistance program., Therefore, the
introduction of a third party into the implementation of social assistance to carry out independent
supervision in many cities has begun to be piloted.

At present, the Beijing Municipal Civil Affairs Bureau and Social Workers have reached a
cooperation agreement. The social workers will check the status of a DiBao applicant’s assets by
unannounced visits. In addition w the verification, the social organization is alse involved in secial
assistance work performance appraisal, offering a comprechensive asscssment of the county il
community social assistance policy implementation, management, capital use ete.

In Ningbo in Zhejiang provinee, the government and the social organizations jointly cstablhished a
service platform for social assistance, in order to integrate the talemt, information, technology,
capital and other advantages through the alliance of government and society. Ningbo #1890 help
service center joined more than 740 service enterprises, containing more than 100,000 registered
volunteers. At present, the number of this kind of social organization service platforms has reached
138, NWingbo povernment also introduced a comesponding management approach to ensure the
standardization of service project management. Whether it is government buying services or using
public investment, there is a need for precise management!.

The government has established a senes of production projects from project suggestion, design, and
review, subscription to project implementation, supervision and then to final performance
evaluation. The project solicitation stedies the urgent needs of services 10 address the problem, and
to ensure the accuracy of the service. Performance evaluation is commissioned by third parties to
the social assistance applicants to camy out satisfaction evaluations and project funding audits. The
project implementation’s results measure social assistance applicants’ satisfaction levels.

" Ligoning Lisovuan Civil Affairs Burean.
15 Mingbo Civil Affairs Buresu, social assistance section.
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2.2 Building the framework for anti-fraud in China’s social assistance program

The governance of social assistance fraud involves multiple dimensions and levels, and requires a
high degree of compound management and povernance. Social assistance [raud is nol simply a
matter of fraud; social assistance fraud is more reflected in the abusc of social assistance's nesources
and services. Therefore, the essence of the governance of social assistance fraud is to improve the
social assistance syslem and o guaraniee the accuracy of social assistance’s targeting. Therefore,
the govemance of social assistance fraud does not relv on harsh laws, but relies on the continuous
improvement of the social assistance system.

2.2.1 Using information technology end network platforms to build precision in the social
assistance identification mechanism

The accurate identification of social assistance applicants will prevent social assistance [raud in the
first place. The failure of the social assistance applicant targeting procedure will lead to the
misbehavior of the social assistance applicants, provide the opportunity for social assistance fraud,
or even encourage social assistance frawd, The accuracy ol the identification mechanism used 1o
identify a social assistance applicant is not enough. On the one hand, it lacks approprizte incentives
for the means of the household suwrvey and an accurate information collection mechanism; on the
other hand, it lacks the operability for a review and a withdrawal mechanism, This results in people
not being cligible for secial assistance getting the benefit,

To achieve the correct identification of social assistance applicants, we need 1o upgrade the
techmical means and improve the management mechamsm. The provinces and municipalities should
integrate the civil affairs departments, the human resouwrces and social security depariments, the
transportation departments, the housing and construction departments, banks, health departments,
the securitics departments and other departments, to jointly build & social assistance data
verification system. We can then use this system to carefully review the data, such as family, health
status, labor capacity, and economic income, for assessing social assistance applicants.

After the system is developed, it is necessary to make timely changes in the data, strengthen the
dynamic management, and solve the problems of social assistance applicant identification and
maral harard caused by an information asymmetry, We also need 1o build a similar syslem al the
county level as a further step.

In addition to using government sector data, some developed areas may consider obtaining evidence
from a wider range of data sources when receiving reports about social assistance fraud. For
example, using the Alipay, WeChat and other network payment systems to verify whether the social
asgistance applicant’s consumption surpasses the social assistance standard, o check whether they
are engaged in internet-based occupations (such as Uber drivers, take-away distribution staff,
Taobao shopkeeper, ete.).

In addition, the credit system of the social assistance system should be established on the basis of
the information verification system and incorporated into the social credit system. Thus, a market
mechanism can be achieved as the punishment of the default, 50 as to guide citizens to self-restraint
and self-management, The information verification systermn and society can form a two-way
caoperation - on the one hand from the social market and other paths to access information and on
the other hand sending information back to the community, so that the social assistance information
maoves back inle an applicant’s personal basic infermation, For example, employers, banks and
other departments can check from the information verification svstem whether a certain individual
has been entitled to social assistance benefits.
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2.2.2 Tmproving supervision and the reporting system in China’s somal assistance syslem

The zbuse of power and omizsions by social assistance management staff i3 an imponant reason
that social assistance [raud exists, Ttis because of the [act that the social assistance operation is not
standardized that management staff have too much authonty, Therefore, we need to strengthen the
supervision and standardize the approval and werification processes of social assistance. It is
suggested that information technology and o petwork of social assistance mapagement should be
implemented in the developed arcas,

It iz sugpested that the use of modem technology to promote social assistance management should
he highlighted, so that social assistance’s management can achieve standardization, to reduce
subjective interference, and help to overcome the social assistance management problems. The
Government and the Civil Affairs departments at all levels should strengthen the responaibilities of
social assistance managers and set up a spot checking system in conjunction with the financial and
the auditing departments.

It is recommended that the social assistance Tunds should be cleaned up, reconciled and supervised,
There should be increased penaltics for those violating the secial assistance program. Staff should
strictly behave in conformity with the "Civil Service Law”, the "Civil Procedure Law", the
"Criminal Procedure Law™, the "Social Assistance Interim Regulations" and other relevant faws and
regulations in the implementation of social assistance. In the area of social regulation, a special
supervizory hotline is required to allow anonymous reporting and the protection of the privacy of
the whistleblower, Tt 15 recommended to establish multi-channel, diversified reporting channels,
including e-mail, 8 WeChat public acecount, 8 Microblog and other pathways. Al the same time we
also meed to monitor the network report itself. It is proposed to cooperate with the network
supervisory department to establish a network monitoring work station and to verify that the social
supervision has not been reported directly but by a network media like BBS, It is recommended to
use the mass media such as network, Microblog and a WeChat public account to distribute the use
of social assistance funds and social assistance procedures to ensure the openness and transparency
of the social assistance process and the supervision and reporting process. Il is proposed to promots
the studying of social assistance for sthe poor population in the evaluation index system of
povernment work at all levels,

223 Encowage and promote social participation in social assistance services, supervision, and
arrat cortection

Ching has had a fine tradition of mutual aid since ancient times. Social forces participate in social
assistance. It is the inheritance and development of this traditional fashion in the new period. In
Mowvemnber 2013 the third Plenary Session of the 18th CPC Central Comimittes, decided to promaots
national governance systems and govemance capacity modemization "as the overall goal of
decpening the reform and promoting the transformation of social assistance from the traditional"
madern management o "governance”, The social assistance providers of governance are
government departments, social organizations, enterprises and individuals in accordance with the
relevant laws and policies. They rely on their own effons to maintain the basic life of the citizens, to
coordinate their different interests and to take joint action to provide material assistance or services
to the public, in order to meet the demand, process and condition of realizing public interests or
maintenance i the management of public erder. [ts main characteristics are pluralism, content,
systemalicness, mode parlicipation and objective publicity and its core 18 the cooperation and
governance of plural subjects in social assistance affairs,

The main body of social assistance fraud is commited by recipients object and by management.
Fraud by these two entities is inter-related to each other, Within these types of fraud the behavior is
reflected in the regulatory problems and reseue practice. In the process of person action caused by
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the need to introduce more objective and less imterest interference, thind parties involved in the
rescue anti-fraud process, accurate relief service delivery, accurate identification of relief object,
and the precision of supervision and relief work.

2.2.3.1 Establishing a third party social assistance identification mechanism

Although some developed areas have established a social asgistance information verification
mechanism, those mechanisms are difficult to copy in the less developed areas. Practice shows that
these areas are the current areas where there s frequent social assistance fraud. Social assistance
programs ate very flexible in these areas. The phenomenon of rent-seeking is common. Therefore, it
15 recommended that & third party be introduced to camry out mdependent verifications. The higher
levels of government may entrust third party organizations, such as social work organizations or
other voluntary organizations Lo carry oul social assistance supervision. This kind of supervision
can be carmed out by means of a combination of unannounced visits and can be used to collect
information collected by the social organizations engaged in welfare work (such as supporting the
work, ete)) and present it to the relevant departiments as the verification basig. Third-party
mstitutions are not dircetly under the junisdiction of the local civil affairs departments, They have a
more applicative understanding of soctal assitance and and can cellect information on social
assistance to assist the applicant in their accurate investigation of social assistance.

2.2.3.2 Establishing a third - party social assistance management and supervision mechanism

Third-party institutions can achieve an effective supervision of social assistance in the rural areas,
thereby reducing the impact of social assistance management agencics who do not act or abuse their
power. Rural areas can improve the accuracy and faimess of social assistance through third-party
regulators. For example, farmers can report o the higher authorities through the third-party
organizations to reflect the current social assistance conceming the existence of fraud, Third-party

organizations can also directly review the social assistance treatment to ensure it is in line with
policy requirements.

2.2.3.3 Establishing and improve the role for social organizations in social assistance

The participation of social organizations in socisl assistance lucks legal support and institational
incentives. Therefore, the participation of social organization in social assistance is inefficient,
makibg it difficult to achieve the established poals. Therefore, we need to ensure that social
organizations, in accordance with the law, can obtain legal support, financial subsidies and tax
mneentives, In order to strengthen the legal protection of social orzanizations participating in social
assistance, we have, on the one hand m accordance with the "Interim Measures for Social
Assistanee”, to encourage social organizations to patticipate in social assistanes whilst on the other
hand, we need (o guide social organizations to participale in social assistance according to law, It is
recommended to clarify the social assistance responsibilities of social orgamzations, standardize the
procedures of social assistance and strengthen its supervision so as to improve the efficiency of
social organizations' parbicipation in social assistance,

2.3 Improving institutional environment for anti-fraud in China's social assistance

At present, the causes of China's soctal assistance fraud are mostly duc to the design of the social
assistance system as well as the implementation of social assistance policies.

2.3.1 Improving the setting of the qualification standard

Social assistance fraud is partly due to inaccurate targeting, which used to be explained by the
failure of implementation,

However, the real problem behind it is the inaccurate standard sefting, resulting in various kinds of
positioning failure and social assistance fraud. A mature system design is the foundation of
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effective execution. Tt helps to cut cost and to reduce rent-secking behavior, An inaccurale policy
orientation leads to too much discretion in the implementation process, especially at the in grass-
roots level and in undeveloped areas. Practice shows thal even in the same community, the terms
relating to social assistance gualification may be explained in different ways, Therefore, a precise
system will lead to precise execution.

The inaccuracy of social assistance qualification lies nol only in the data, but also refers o the
match at the macroscopic level between the social development requirements and the local poverty
characteristics. At present, China still has "income-based poverty” as the main standard and ignores
capacity-based, expenditure-based or opportumity-based poverty, In this case, the latter have no
choice bul to adjust to the present standard, which seems quite inexeusable. Therefore, the complete
qualification standard is based on income, but is alse complemented by an expenditure demand as
well, First of all, the minimum living security system 15 to protest the right of survival, of which
equality 1= the primary value, Therefore, the localization of the minimum [iving security system
should be abolished. Urban and rural division restrictions should also be replaced by a combination.
It the meantime, the condition of the actual living or work areas, rather than the level of household
consumption, should serve as the criteria for ensuring the faimess of the outcome,

Secondly, the entry- exit mechanizm of the minimum living security system should be improved.
Assistance 15 nol just "negative” help, but 15 also to norture self-help awareness o make the
beneficiaries live independently. On the one hand, different assistance thresholds should be set
according to the capacity of the income-based poor population. A "work welfare” system could be
introduced to set the maximum duration of continuous relief to prevent welfare dependency; Soecial
assistance payments should decrease proportionally in cases of continuous rejection for no reason to
taking up emplovment. On the other hand, a remission period and a qualification retention period
should be sel, Payments would continue in the remission period buat would stop in the gualibcation
retention period. Bencficiaries would completely withdraw from the minimum living sccurity
system at the end of the qualification retention period. For those who got out of work again during
these two penods, proving their unemployment would guarantee the continuous payment of the
minimum living allowance. A specific package of assistance should be developed for the speeial
needs and causes of the expenditure-based poor population. The "household operating standard" put
lorward by some scholars could alse be used in the design of the social assistance standard, The
causes of expenditure-based poverty could be medical care, education, sudden risk ete, Therefore,
all af these expenses should be included in the poverty-approved index system. In the meantime, the
hundled implementation of the DiBao qualification together with the medical, educational and other
special assistances should be abolished so as to cxtend the social assistance coverage to the
expenditure-based poor people. Differentiated types of social assistance should be provided based
on the difference of requirements and difficulties of the expenditure-based poor people te ensure the
malch of reseurces and requirements both in contents and degrees, and more importantly, lead to an
ultimately effective outcorme.

2.3.2 Tmproving the precision of special assistance targeting
The persons commiting social assistance frand are aften the poor people.

They conduct fraud not out of 8 very strong subjective viciousness, but just to obtain a picee of their
own social assistance. It I8 so inexcusable that this kind of fraud exists in the way of acquiescence
in practice and is seldom punished with tough laws, The current social assistance u!ig'ibilil}-' criteria
are too simplistic, significantly tilting towards subsistence allowsnces, In this case, beneficiaries of
different needs all tend to focus on the subsistence allowances. In fact, China's =social assistance
system includes income assistance {such as DiBao and the five guarantees), special assistance {(such
as medical assistance, educational assistance and housing assistance), femporary assistance (such as
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disaster assistance) and other supplementary assistance (such as private charity), However, in the
actual process of examination, the gqualification is decided by whether the claimant has the
subsistence allowances, thus obscuring the boundaries of income-based relief and expenditure-type
spcial assistance, Therefore, the system’s construction should be based on the needs for security and
improving the classification and differentiating the relief system.

Eiforts should be made to classify the project, o update its content, o improve the intensity and the
range and to achicve an allocation based on demand. A new cvaluation system, specialized in
information and data, should be established based on considerations of both income and expenditure
and emphasizing the roles of basic living assistance in income-based poverty and special assistance
in expenditure-hased poverty to offset and prevent poverty. The establishment of a comprehensive
gocial assistance information system will serve as the basis for the integration and development of a
cohesive mechanism among the medical, housing, employment, judicial assistance and other special
assistances. It helps to make some deduction and improve the resource efficiency. However, the
social assistance classification and the special assistance are in greater need of open, transparent and
tmely services. Compared o income subsidies, the special assistance is more femporary and
targeted, thus its dynamic mansgement for optimization is demanded in the acquisition and
cancellation of the assistance qualification. The five guarantees system for special populations and
the social assistance system for beggars should be abolished, split according to the contents and
levels, and integrated into the other social assistance projects to avold superposition

2.3.3 Inecrease input and allocate resources

Ume of the causes of social assistance fraud lies in the insufficient input and the limited resources.
In the case of inadequacy, it is hard to ensure sufficiency especially in poorer areas, which demand
mare with scarcer resources. This phenomenon is partly related o the principle of termitorial
management of the relief system and the centralflocal fiscal and taxation swstem, Under the
principle of taxation and territorial management, the decentralization of the social assistance
authority is driven by the information advantage of local government, but the "responsibility
anthropomorphism" indicates that the central government sirengthens the local political control
through resource superiority, resulting in increased management costs and weakened povernment
credibility. From the perspective of China's national conditions, the key 1o maintaining social
assistance in the wvertical, inter-governmental symmetry is to rationally allocate the financial
authority to all levels of government and departments. The allocation of financial expenditure in the
social assistance program should be based on the distribution of administrative functions in the
relevant legal norms, 50 a8 to ¢nsure the consistency of rights,

First of all, the social assistance financial expenditure ratio of all levels of government should be
clarified, China's revenue-sharing fiscal system means that neither the central government nor the
local government can bear all the responsibility for social assistance expenditure alone.

In the meantime, the bottom-up integration trend for social assistance financial anthorty empowers
the central government with the major financial expenditure responsibility, In many countries, the
central government shares a financial burden ratio more than 30 %. Some Chinese scholars also
suggest that "the central Government should bear a proportion of between 60 % and 90 %% and that
local government bears between 10 % and 40 %." Secondly, all levels of government bear different
expenditure responsibilities in the specific assistance process. Modemn social assistance focuses not
only on helping poor people to get an income supply, but also on helping the vulnerable people
have the ahility to make a living.

Sources of social assistance funds should be broadened to ensure the smooth development of social
assistance work, Firstly, a social assistance fund sharing mechanism should be established, The
establishment of a sound central-provincial-district {township) financing system is required. In the
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comprehensive consideration of the number of beneficiaries, the financial sityation and other
factors, financing the responsibility for financing secial assistance ought to be clarified among all
levels of government. Transfer payments should be further enhanced in poverty-stricken areas.
Secondly, more social forces should take part in social assistance with the government playing the
leading role. This would establish a government-led, private capital and charitable organizations-
joint wend. In addition, the social assistance function of community organizations should be
enhanced, Social donations, charitable organizations and other channels 1o raise funds should be
developed to raise more money and optimize their usc.

2.3 4 Improving the current regulations and the legal system for social assistance

The “Interim Measures for Social Assistance” enacted from February 21, 2014, marks the
beginning of discussion on social assistance legislation in the form of administrative regulations, As
the first administrative regulation about social assistance system since the founding of New China,
the “Interim Measures” build a reazonable framework for the social assistance svstem and
contributes to the pace of standardization and legalization. It also acts as important sign of the
maturing of the social assistance system, and the most authoritative legal text against social
assistance fraud as well. However, the “Interim Measures™ also fails on account of its limited
binding scope. For example, the legislation level of the "Interim Measures” is not high enough. The
strong awareness of termtorial management and the clause on too much authonzation hinder its
implementation. The vague liability-sharing system between the central and regional governments
weakens its overall control. As to illegal acts, the “Interim Measures™ clarifies the relevant legal
liahility in Chapter 12. Legal liability contains two aspects, On one hand, the punishment of illegal
acts by relevant social assistance agencies and staff, such as the confiscation of illegal income,
applying sanctions to persons directly in charge, ete. On the other hand, there should be a
punishment of illegal acls by beneliciaries, for instance, o $lop the assistance for who cheat on the
bailout funds, to recover the illegal income, and to impose & certain amount of fine, However,
according to relevant provisions of the "Interim Measures”, these penalties are soft, thereby
weakening the dignity ol the law. For example, the provisions of Article 68 stipulate that a person
who has defrauded the bailout funds CAN be entitled to a fine of less than one time but not more
than three times the amount of the illegally obtained social assistance amount. This provision is not
only soil in the amount of the [ine, the word "CAN" is also subject lo inlerpretation in legal terms,
similar to the meaning of "may or may not”, that is, either impose a fine or not. As a result, the
lower legislative level, combined with the weak penalties and lax enforcement, sabotages the
effectiveness of supervision,

Therefore, it is necessary to further improve the legal system of social assistance, so as to maintain
the healthy operation of the social assistance system and provide a reliable legal basis for social
assistance frand regulation. Firstly, the punishment levels for illegal acts should be mcreased to
defend the dignity of the law. At present, the legal consciousness of our government and the public
is relatively weak, and the principle of ruling the country according to law has not yet been deeply
rooted. If the punishment of the offender is not tough enough, the law will not be effectively
implemented and the rights and interests of the law-abiding party will not be protected as well.
Therefore, the punishment should be strengthened. For example, as to the illegal acts of assistance
agencies squeezing, privately dividing or embezzling relief funds, it is not only necessary to recover
the illegal income, but there should also be punishment of the direct parties concerned according to
the "erime of fraud" defined in Article 384 of "the People's Republic of China Criminal Law”. This
would ensure the enforcement of the law and gusrantee the strict obedience and smooth
implementation of the "Interim Measures".

Secondly, an integrated set of unified national social security fraud clavses should be established.
Based on the operational characteristics of the social assistance system, it is inevitable to carry out
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the junisdictional managemsnt with the help of an enabling clause, However, these clauses should
be only based on the specific operation of the standard establishment and funds contribution
process, instead of casual adjustment according to circumstances. Strict agreement on the "Interim
Mueasures" clauses 18 indispensable, as 18 a judicial explanation from the central govemment, 1o
regulate the conmotation, the extension, the enforcement and the punitive measures for social
asgistance fraud.

Thirdly, the legislative level of the "Interim Measures" should be improved and the cooperation
with the public security svstemn should be srengthened. As the law at the highest level of the social
assistance system, its legislative level is low, resulting in relatively lighter punishments for social
assistance fraud. The public security system is only involved in the case of third-party fraud or
serious corruption. However, social assistance fraud often takes the form of nothing more than an
omission or a concealment, This means that the really powerful law enforcement agency rarely
intervenes. Therefore, the Anti-fraud mechanism only works when the legislative Tevel is enhanced,
the clauses are clearly clarified and the relevant apencies play an effective role. Although the
overall impact of social assistance frand is terrible, when il comes to individuals, the circumstance
15 less severe, In this case, the mole of judicial authority i one of deterrence rather than one of
combat. This would reduce motive and increase the cost
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APPENDIX: INTERNATIONAL EXPERIENCE OF ANTI-FRAUD MEASURES IN

SOCIAL ASSISTANCE

Anti-fraud experience in the EU
1. The basic principles of the anti-fraud strategy of the EU

The anti fraud strategy of the European Commission 1s applicable to the budget of income and
expenditure. The main guiding prnciples and standards are as follows: first, abide by the moral
standards. Ethical standards of the Europcan Commission and other EU fund management
agencies must abide by the highest standards of integrity and standards. Their saft must also
abide by these standards and fully train the nisk of fraud and the ability to counter fraud.

Second, increase transparency, This is a powerful weapon in combating fraud, The use of EL
funds should be released as soon as possible in the format that is easy to be reviewed. It should
conform to the data protection regulations and facilitate the analvsis and comparison of anti

fraud.

Third, the design of the fraud prevention project is the first step to effectively prevent fraud,
Theretore, the related feasibility study and impact assessment should include the analysis of
potential fraud risk. In the implementation phase of the project, the cost efficiency and risk
monitoring and control mechanism should be able to appropriately slow down the risk of fraud.

Fourth, effective investigative ability, Appropriate tools and incentives are important for the
effective detection of fraud. In the event of suspected frand, anti fraud organizations need to be
careful to obtain the necessary information, cooperate with the censorship and follow the rules of
management. In addition, anti fraud organizations need to get effective and timely information
from the investigation entities, so0 as to take preventive measures as early as possible, so as o
prevent any violation or fraud from continuing to affect the EU budpet. Whistle blowers,
witnesses and insiders need a simple, safe and fast process of reporting fraud.

Fifth, administrative approval and judicial adjudication must be completed in due process and in
a reasonable time. In order to make the action more independent, the EU regulations need fo
provide a higher standard mechanism for the use of due process. In addition to an appropriate
award, an individual who has been convicted or punished must be deprived of the illegal income
and return the proceeds of deception.

Sixth, the good cooperation between the internal and external personnel, the cooperation between
the European Union member governments and all the related service instifutions 18 a prerequisite
for effective cracking down on fraud. Especially in the common management system, the
European Commission must take into account the important role of the service implementers.

2. Fraud Prevention and Fraud Risk Control

Prevention and detection of fraud and imregularties are applicative to be achieved through the
internal control process within the Commission that is applicable at all management levels. All
entitics managing EU funds are legally bound to prevent immegularnities and fraud affecting the EU
budget.
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In practical terms, the Commission, the Member States and other implementing partners have an
obligation to put in place management and internal control procedures designed to prevent and
detect irregularities, errors and fraud.

The controls aimed at preventing and detecting fraud are part of those intended to ensure the
legality and regelanty of transactions, This Ant-Fraud Strategy should not, therefore, result in
an additional layer of controls. It 13 necessarv nonetheless to ensure that the intemal control
systems in place adequately cover the risk of fraud, While the legal framework already provides
a full set of requirements to ensure the regularity and legality of the procedures, further
improvements are needed in order 1o address speeific exposure w frand in a satisfactory mannet.
The Commission's central, and cerain management, services have developed risk analysis wols
which are also suited 1o managing fraud risks, but these need 1o be reviewed regularly in order
betier to address these tssues, The Commission will actively promote fraud nsk management and
will monitor the practical results sternming from the fraud prevention measures which are
already in place,

Under each management mode, committee services will be established by Olalls assistance, so
that they can reasonably guarantee that they will find significant vielations and fraudulent
practices. [n particular, conditions should be created to identify suspected operations of operators
through specific indicators {red flags). These services will assess the need for improved fraud
risk assessment by establishing a more systematic and formal fraud risk identification procedure.
Al the same time, in order to make the most of (he awailable resources, they should use
intelligent tools to introduce intelligent controls, which are adapted to their needs appropriately.
For example, these tools have concenfrated existing data on cxisting data linked to closed or
ongoing EU funded projects. This is useful for the purpose of preventing frand risk, but it can
also detect plagiarism and fraudulent dual funds. Only when the relevant information system
containg complete, consistent and reliable data on EU funds, these tools will be fully effective. In
determining the business needs of the new IT system, the possibility of analyeing the data to
prevent fraud risk should alse be considered.

The communication between commission services to improve the risk of fraud can be improved.
The review wsed by the ecarly waming system will make it more effective in the direct
management of the anti fraud tools, It should be set up to carry out a wider exchange of
information with the outside world.

The EU for awareness raising and training will regularly improve its potential fraud awareness
among its staff, especially project managers, financial staff and awditors, as well as the staff of
the EU. Tt will work closcly with the EL extemmal action agency and other EU agencics to
promote this policy. It will disseminate information on the early warning system, on reporting
fraud procedures and in combating fraud measures. These measures inchade preventing fraud and
irregularities by taking timely and appropriate actions to prevent them from continuing to
happen, mainly in the most concerned institutions and entities. The information to be ransmitted
should include information on anti frand measures and Olafl All personnel working in project
management and financial business have the responsibility fo prevent and detect faed and
should undereo adequate training, including trainisg in anti frand matters.
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3, The anti-fraud process of the Buropean Commission Services

The European Commission Service has coordinated its internal control systems and
pracesses 1o make them conform (o the principle of proportionality. The Department's anti-
{raud strategy should illustrate the whole process of anti-fraud. Including fraud prevention
investigation, and the Furopean Unien anti-fraud office and the Commission Services
Department, the return of property and punishment. Departments alse adjust these elements
o meet specific fraud rsk and specific circumstances. It can be based on the existing
department strategy and appropriately add some content at the right time. The European
Commission has also implemented regional strategies for different risks, and 2 new case is
an action plan on the smuggling of aleohol and tobacco at the Eastern European Union
border, The Buropean Commission will also promote the EU institutions (including the EL
foreign affairs department, the office, the office of the joint management mechanism, in
close collaboration, improve) standards of anti-fraud strategy of EL institutions,

The E1I OLAF Report 2015, ELl: Piborsky M. The Mew Commission Anti-Fraud Strategy: revamped
fight against frand at EL levellCLY ERA Forum. Springer-Werlag, 2011:37% - 386; Gal: Das
Analysiies o Address Fraud and Improper Paymant, 2017 USA;  Socil Assistance Anti-Fraud In
Torton, 2{HK)

Anti-fraud experience in Social Assistance in USA

The social assislance syslem m lhe United States is relatively complex, and the social
assistance projects are very rich, including foods assistance, medical assistance, disaster
relief, and temporary, local social assistance projects. The US social assistance systern has
more diversified service providers. For example, their medical assistance projects, women
and children mutritional supplements, nutritional supplement relief projects have third-party
social organizations to participate. Therefore, the US social assistance anti-fraud strategy is
also more abundant, These strategies take full advantage of modemn technology.

The anti-fraud measures from selected Indiana and Wisconsin states in the USA
Indiana

The Family and Social Services Administration {(FSSA) takes responsibility for anti-fraud
in the Medic assistance and the public assistance programs. The FS8A Chief of
Investigations takes all reports where concerned individuals, employees, sub-beneficianies
and contractors wish to report a fraud concern.

Reports can he made anonymously, and all reports are kept completely confidential, TF you
suspect fraud by a recipient, service provider, healthcare professional or employee for any
of the sssistance programs lsted below, please contact us at the Fraad Hotling. The st
includes SNAP (food assistance), medic assistance and other state health care plans, TANF
(cash assistance), Child Care Development Fund (CCDF}, other FSSA public assistance
programs.
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Wisconsin

Individuals and families applving for the state's health care and nutrition public assistance
programs are required o provide prool of certain information so that their local agency case
worker can determine if they are eligible for the programs. It is mandatory for case workers 1o
verify some information that the applicant provides and other information is verified only if the
local agency case worker determines the information is questionable. [nformation is considered
to be questionable if there are inconsistencies in the statements provided by the applicant or the
worker has information from another source that is inconsistent with the information provided
by the applicant. Information must be verified at application, at review, when a person 15 added
or deleted, or when a change in verified information is reported, like a change in employment.
Applicants and members are frequently able to self-report their sell~employment information
because of the limitatiens in what verification of self~employment income and assets that local
agency caseworkers can request based on current laws, regulations, technelogy, guidelines and
waivers from the FNS and CMS, In some cases, the information that is self-reported s not
entively accurate, As a result, Govemnor is directing the Department to strengthen fraud
prevention in the state's public assistance programs,

The U.A. revenue investigation law enflorcement agency (IREA)Y s anti-fruad

IREA is the largest law enforcement agency in the United States to conduet public service
mvestigations. TREA 15 responsible for the mvestigation and venfication of public services,
especially public assistance projects in the US. lis technology and data analysis capabilities in
fraud prevention are abead of the US. Some ol the big cily i the Uniled States, such as New
York City, the city, the diversity of social assistance programs (including cash assistanee,
medical assistance, nuttilional supplements and other reliel items), especially TREA rely on the
comprehensive mvestigation service, The research and immovation of IREA s mamly embodied
in two aspects. First, support field research through abondant and accurate data matching and
data analysis; second, identify potential frauds by using advamced surveys., interviews and
detection processes. IREA is the first Unsted States to use field surveys and data analysis 1o
prevent cash aid fraud, The qualification audit bureau set up by IREA is the best operation
Department. This department not only tries to discriminate and control fraud, but also focuses
on fraud prevention, and ensures the privacy and basic dignity of the parties in the process, The
IREA is funded by the three level governments of the city, the state and the federal government.
According to the rules of IREA, rescue object needs to truthfully report some information,
including whether part-time or full-time work {whether registration); address mapping; changes
in the number of houschold members; other welfare items of income {(such as child care
allowance, subsidy, disability subsidy, supplemental income benifit and unemployment
insurange, pension bemifit, refugee allowance);, commercial insurance, bank accounts, personal
assets and other income. Onee a fraud is found, the fraudsters may be in jail, and the amount of
all fraudulent proceeds peeds 1o be returned, and they will be excluded from all rescpe projects,
The EU OLAF Report 2015, EU;  PHiborsky M. The New Commission Anti-Frawd Strategy: revamped fight
ppamst fraed at EU level[C]V ERA Formm. Sponger-Verlag, 2011:373 - 386, GAD: Dus Analystics to
Address Froud and Improper Paymant, 2007 USA:  Social Assistance Anti-Fraud [n Torton, 2000
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Social Assistance Anti-fraud Measures in Canada

Increased penalties for fraud convictions were incorporated in the Ontario Works Act
(OWA) Under the Act, “Applicants, parlicipanls and dependents convicled of social
assistance fraud will be ineligible to receive benefits for three months on the first conviction
and six moenths on subsequent convictions. When the period of ineligibility is imposed, the
three and six-month time periods are mandatory and not negotiable.”

Chntario’s current penalties are already among the most severe, 1f not the most severe, in
Canada. By comparison, in Alberta, there is no ineligibility period. A person convicted of
fraud 15 shll ehgible for assistance of they are i need. Restitution 15 on a case by case basis,
and varies according to the circumstances of the case and the court decision.

In British Columbia, a recipient convicted of fraud mav receive a throe-month
disqualification, although individual cireumstances may mitigate this penalty. Cuebec
deducts a certain portion of the individual's henefit when clients are convicted of fraud, but
the client remains eligible to receive assistance.

Toronto Social Services (TSS) also provides fraud-control strategies. Allegations related to
a chient’s eligihility for fnancial assistance, or to the level of entitlement a client is
receiving, come from a range of sources, including front-ling workers, special reviews of
files conducted on high risk cases, or information provided through the fraud hotline or
third partics. A sccondary review worker, whose job it is to cxamine past and present
eligibility for financial benefits, investigates allegations in each local office. A therough
review of the client’s file 15 undentaken, and a1l pertinent mformaton provided by the cliend
is reconfirmed. Wherever possible, verification of this information is sought from
independent third party sources, whether through information shanng agreements TS5 has
established with other government apencies (e.g.. Hevenue Canada), or through other
services such as credil burean senvices, Clients may also be contacted to provide additional
information, or to explain any discrepancies.

According to TSS, how and whether potential fraud cases are referred for criminal charges
involves a series ol steps and decisions. Where a review conducted by a secondary review
worker indicaics possible fraud, the case is reforred to the Division's ceniralized Fraud
Contrel Unit, Cases are referred only if there is clear evidence of intent to defraud. The Unit
then conducts 3 more intensive review of these cases. IF evidence of fraud 15 sustained,
cazes are forwarded to the Special Review Committee (SRC), an arms-length body made up
of representatives from the City of Toronte Police Fraud Squad, the Crown Attormey’s
Office, the City of Toronto Legal Division, and TSS's Fraud Coentrol Unit,

The EU OLAF Report 2015, ELU; Pribkorsky M. The Mew Commission Anti-Fraud Strategy: revemped
fight against frand at EU levellCRY ERA Forum. Springer-Werlag, 2011:373 - 386; GAL: Dae
Analystics to Address Fraud and Improper Pavmant, 2017 USA;  Sociel Assistance Anti-Fraud In
Tortom, 200
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3.2.4 Fraud in Social Assistance:

Identification, Coping Strategy and Prevention

EU hest practice report

Stephane Pacaud, EU-China SPRP expert
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INTRODUCTION

Since this part of the Social Protection Reform Project deals with social assistance in China, the
purpose of this document 15 Lo describe the main pan of the anti-fraud scheme for the Allocation 1o
Adults with [hsabilities and Income French Active Solidarity, First of all, however, it is important
to summarize the French institutional framework for the fight against fraud. A prowing effort has
been made in France since the beginning of the 2000°s to fight social benefits fraud. The fight
apainst tax fraud iz obviously much older. The gencral architecture of the mechanism can be
summarized as follows:

- Al the political level, the National Council Apainst Fraud chaired by the Prime Minister brings
together, In addition to the competent ministers, parliamentarians, the presidents of the social
profection organizations and the trade union organizations, The Directors General of the relevant
central administrations alse attend thas Couneil, Tt defines the National Plan for the Fight against
Fraud to public finances - taxes and social protection.

- The National Delegation 1o the Faight Against Fraod 15 subordinated 1o the Minsster of Budget and
Public Accounts. It implements the plan decided by the Council. To do this, it coordinates the
actions of state administrations, on the one hand, and that of the social protection organizations, on
the other hand, in the Gghl against faud,

- Each administraticr or National Social Security Fund has its anti-fraud structure.
- Each local representative of these administrations or organizations has its anti-fraud structure,

= At the local level, an anti-fraud departmental operational committee coordinates, the actions of the
local services of the State and those of the local agencies of the social protection organizations in
the ficld of the fight azainst fraud.

The two services covered by this paper are social minima. These are the closest to China™ DiBao.
The approximate similaritics relate to the conditions of attribution and the indirect nghts open to the
beneficiaries of these services.

The allowance for disabled adults: in French Allocation adultes handicapés (Aah), 15 managed, on
behalf of the State, by the Family Allowance Funds and the Agricultural Social Mutuality Fund.
These organizations award this benefit, subject to resources, in the light of the decision of the
"Departmenta] House of Dhsabled Persons™ which delines the degree of disability of the apphicant,

The granting of the Active Solidarity Income (Rsa) is based on two institutions:
- Departments which are the responsible authonties of the Rsa,

- Local agencies for family allowances, which process 90% of cases and pay this benefit on behalf
ol the Departments,

Beneficiaries of the allowance for disabled adults and the Rsa bhave an automatic right to open
health insurance, basic scheme and supplementary scheme accounts, Rsa heneficiarnes are supposed
to either look for a job or to take fraining or an spprenticeship fo get into society and find a job. The
allowanee for adults with disabilities and the Rsa are means-tested. These obviously include
resources, butl also income from capital and possible elements of the level of lifestyvle. The
evizluation of the financial possibilities of the beneficiaries takes into account the composition of the
household. Finally, but this is less praising in China, the Aah and the Bsa are paid provided the
recipienl does not leave the national tervitory for more than six months for the Aab and thres
months for the Bsa,

The whole of this mechanism is obviously the object of numerous frauds. About T0% of the
benefits fravd perpetrated under the Family Allowance Funds relate to these two benefits,
37
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The French anti-fraud system 15 of a general nature. Tt s not particularly centred on the Aah or the
Rsa. However, the latter is subject to increased vigilance on the part of managers.

There are other non-contrihutory benefits: the compensation of the unemployed at the end ol their
entitlements, and the solidanty allowance for the elderly in particular. But these mechanisms are
relatively unrelated to the Chinese mechanism. The fight against frand under these benefits will not
be treated in this document,

1. LEGAL FRAMEWORK GOVERNING THE FIGHT AGAINST FRAUD

France is a country with a strong legal tradition. For several centuries, both the written law and
customary law coexisted. Since the revolution of 1789 the written law haz become pre-eminent.
This trend was completed in the early nineteenth century with the establishment of various codes
including the civil code (1804) and the social seourity code (1946), Those codes are updated very
often. To understand the French legal structure one must look at:

- The French legal "pyramid” (1}
- The French definition of fraud that results and the summary typology of frauds (2)
1.1 The legal "pyramid”

At the top of the French legal edifice is the Constitution of 4Cctober 1958, The main purpose of this
text is to fix the organization of public authorities. Tt 18 interesting to note, however, that this text
includes & preamble that mcorporates not only the 26th of August 1789 Declaration of Human
Rights, but also the preamble to the 27th of October 1946 Constitution and the 1st of June 2004
Environmental Charter, Article 11 of the preamble to the 1946 Constatution states: ™., Any human
being who, because of his age, his physical or mental condition or his economic situation, 1s unable
to work has the right to oblain from the community the proper means of existence.”

In addition, the 1958 Constitution determanes the respective areas of competence of Parliament and
the Government. Under Article 34, Parliament lavs down the mles on the determination of crimes
and offenses and the penalties applicable to them. This text alse determines the fundamental
prnciples of the social secunty Taw and the powers of the local authonties. Since the entry into
force of the 1996 Ordinances. Parliament also votes annually on the Social Security Financing law.
Therefore the fight against social security frand and social assistance very often requires the use of
the law, In praciice, the law passed by Parliament almost always refers 1o decrecs of application,
These are taken by the Government after the opinion of the Council of State and the signature of the
President of the Republic. The Laws or their Decrees of Application may also refer to Ministerial
Orders issued and stgned by the competent Ministers,

Finally, when all the texts are applicable it is up to the National Social Security organisations to
write application circulars for the local agencies.

This legislative process can therefore take place over a period that can be long. Nevertheless, these
texts, supplemented by the decisions of the courts, bave resulted in a legal definition of Fraud and
its sanctions,

The large number of texts and their variety have meant that texts dealing with a common suliject are
prouped in Codes. These can have several hundred pages. Thus, in the subject matier of this
document, the main texts are found in the Social Security Code, particularly concerning the
allowance for disabled adults and the Code of Social Action and Families for Active Sclidarity
Ineome. The possihilities of administrative or financial penalties are also found in these two codes,
The Penal Code, on the other hand, defines the pens] sanctions incurred by the perpetrators of fraud
against the social protection organizations and the local authorities.
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1.2, Operational definition and summary typology of lrand

In France, the definition of frand has become quite clear. It has been specified several times by the
public authorities. It is also included in a 2009 circular published by the National Delegation to the
Fight against Fraud.

A case must have three components o qualify as fraudulent.

A: There must first be a fact.

There are three main calegories:

1.2.1 False declaration, incomplete declaration, omission, or non-declaration

- A false declaration is proven when the beneficiary knowingly gives emoncous information,
verbally or in writing, in order to obtain the undue payment of a benefit or to obtain the collection
of an amount greater than that to which he has by law. The Fund must prove that this is not an error.
Misrepresentation is distinguished from forgery or wse of false document by the fact that the
imformation on the document is inaccurate, but the document itself has not been modified. Examples
include: a declaration of isolation of a beneficiary living in a union, the communication of total
ahsence of [inancial resources while the recipient is working,

- An incomplete declaration is characterized by the fact that the applicant does not give all the

information, We can mention: the non-declaration of the resources of a dependent, part of the estate
or bank assets,

- An omission or a non-declaration are established when it is possible to prove that the recipient did
not bring to the attention of the local agency an event having consequences on the payment of the
benefits. Examples include the non-reporting of a return to work by an R5A beneficiary, or the
departure of a dependent from the household.

1.2.2 False documents and the usc of false documents

According to the definition under the French Pemal Code, "constitutes a false or fraundulent
alteration of the truth, likely to cause harm and accomplished by any means whatsoever, in writing
or other medium of expression of thought that has the objective to, or which may have the effect of,

proving a tight or fact with legal consequences ". The falsification can relate to any document, of

public origin, private, or commercial. By way of example, mention may be made of:

- the modification of an address on a telephone or energy water bill, the modification of the
information appearing on documents of civil status: identity, nationality, date of birth, the creation
of documents, by using claborate printing materials, that gives an official appearance (residence
permit, civil status documents).

1.2.3 The scam

Whether committed or nol in an organized group, according to the Penal Code, "fraud is the fact,
gither by the use of a false name or false quality, or by the abuse of a quality by fraudulent
practices, to mislead a natural or legal person and thereby determine, to the prejudice or injury of a
third party, to remit funds, securities or any other service or to perform an act involving an
pbligation or discharge ". The scam is therefore a ploy, more or less subtle, which can obviously
include false declarations and false documents. It is distinguished from the other two situations
above by the complex nature of the manewver. The domain of the swindle being infinite, we can
give some cases:
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A; Creation of 3 dispensary for the edition of false documents, {civil status documents, salary slips,
fictitious consumer credits, false inveices). The scam will be qualified if the scams are multiple
andfor paid.

B: A legal or administrative text is necessary to punish the facts deseribed above. These texts are in
the different codes as mentioned above,

: Finally, and this is in practice the most delicate, 1if is up to the one who invokes frand fo prove a
fraudulent intention.

This intention proves itsell when there is the use of false documents, a simple scam or & scam
organized by a group of persons. Things become more complex when it comes to false declarations
or non-declarations. It is indeed difficult to objectify the intention about a false declaration. The
declaration that will be considered false may have been made in good faith by the beneficiary,
Under the French legislation which is complex this is a frequent assumption,

Bevond an obvious case; absence or the absence of mardage or divorce, the notion of "marital life"
and therefore the composition of the home can appear subjective. The Courl of Cassation. the
highest French eivil cowrt, gave criteria to assess the good faith of the beneficlary. In order for a
frandulent intent to occur in a false declaration or non-declaration, the information intended for the
beneficiaries must be understandable and available, In addition, the organization invoking the fraud
must establish that the beneficiary was able to carry out the steps correctly. Thus there will not be
fraudulent intent it the recipient clearly does not understand the French, [t will be the same if he
wits hospitalized or in prison when camying out the administrative formalities.

To be complete, it should be added that the legislation was in the process of being adopted at a time
when thess lines were written that gpave 3 "right to make mistakes" to public service users, The
general principle is that in the absence of bad faith, or obvious fraud, the user can not be sanctioned
if he regularizes his situation.

2. IDENTIFICATION OF RISKS OF FRAUDS

Once Social Security was established the risk of frand was identified. However, originally, the
French system implanted i the control systems, the traditional practices of the public sphere. Corps
of auditing agents had been established both in terms of the receipt of contributions and for the
payment of benefits, In order to maintain all its credibility as a financial manager, the organization
of family allowances continued the efforts undertaken for several years, The fght against fraud is
the corollary of the fight against the non-use of rights. These two actions help to ensure the fair
payment of benefits,

2.1 The management of the risk of fraud within the organization of family allowances

The fight against fraud is integrated into the overall risk management policy, Indeed, the type of
fraud-related risks are quite similar {o what i3 observed in the field of the payment of benefits
without fraud being involved.

It i essential to secure the incoming data in the information system, Benefits, including active
solidarity income, are paid on the basis of eriteria defined by the Law or the text of the Regulations.
These criteria are considered as fulfilled on the basiz of a declaration by the recipients of benefits,
third parties such as “owners™ of houses or flats whi rent the house or the lat to the benefciary of
allowances tax administration or the unemployment insurance institution. This essenmtially
declarative character involves control procedures. The amount of benefit has changed significantly
lthe evolution of the administrative and financial sivation of the beneficianes, Around 48% of
active solidarity income recipients see their situation change during the vear. This may result in the
removal or increase of the benefit.
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In these circumstances, the checks relate to;

- Their civil status

- Their residence in France

- Their family situation

- Their professional situation

- Their financial resources

- Their housing.

The information transmitted by an administration is deemed to be reliable hecause the
administrations concemed alse have their own deviees to fight against fraud. Whenever possible,

data recovery at source is preferred. The coming year’s data on financial resources will be collected
directly from employers, in particular.

For the recipients of a benefit a special effort is made towards preventing errors and fraud.

This is te secure a large number of situations Tor the recipients and to let them know that their
statements can be verified by any means. We see deterrence as a dissuasive effect of securing and a
pedagogical effect of recovery,

This axis is based on two ideas:

- A recipient who knows that the process can be controlled, will be maore likely to be dissuaded
from omitting, voluntarily or not, to declare information,

- A controlled beneficiary may be, in the future, more attentive to the accuracy of these statements.

This cmphasis on prevention implics that a large number of beneficiaries can be controlled
{coverage rate controls), in order to implement this deterrent effect. This is why the Mational Fund
sels the local agencies quantitative targets for controls,

2.2 The establishment of a unified anti-fraud procedure

All the activities of the family allowance organization have been cut inlo processes, This approach
also concems the fight against fraud.

A process details the tasks to be performed to contribute in an activity, An assessment of the level
of risk is performed for each task. In order to mitigate the occwrence of these risks and therefore,
the resulting financial consequences, “good practices™ must be carried out by local agencies.

The effective implementation of the process is subject to audits by the National Fund and the State.
Regarding the fight against fraud, the process has several major purposes:

- Ensure the correct identification and correct charactenzation of suspected frand situations to
ensure their appropriate treatment until the recovery of the resulting undue payments

- Reaching oljective gualification fraud
- Control the workload of processing a fraud case
- Improve fraud management tools

- Homogenize the processing of a fraud file to ensure the egual treatment of all beneficiaries
throughout the country.

In order to achieve these goals, numerical indicators are tracked using a computerized dashboard.

41
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The process is divided into tasks grouped into four main activities,
2.2.1 Drganize

Thiz mission consists Orst of all in defiming the governance of the [ight against fravd within the
local agency. It is then a question of determining and to implement the plan to the local agency in
the light against fraud. The local agencies must check the effective application of this plan. Fach
local apency must send every year a report to the national organisation in which the results of the
fight against frand must appear.

222 To avoid

Most of the prevention of frand invelves an active communication policy. The targets are national
and local media, benefil recipients, partners (social services, local authorities), and local agency
employees who are not directly involved in the fight agamst fraud.

2.2.3 Manage

This is the description of the tasks from the dercetion of fraud to its actual gualification. The
detection can be done following reports inside or outside the ageney, detection of inconsistencies
hetween the declarations of beneficiaries and other elements of their Gle, When raud s suspected,
the case must be cxamined to determine whether there is fraud.

2.2.4 Pumsh

The French anti-fraud system has three levels of penalties. A simple warning will punish the less
serious cases. A financial penalty or even a complaint to the courts will sanction the most serious
cases,

These activities will be detailed later in this document.

1.3 Risks of social assistance benefits fraud

The social assistance benefits studied in this document essentially involve three risks,

2.3.1 Resource fraud

As in all countries with a social agsistance system, France makes the payment of this type of benefit
subject to the absence or the virtusl absence of financial resources. The frst difficulty lies in
undeclared work. [ts often episodic nature makes it difficult to detect. Then there iz a second
difficulty in the nature of the resources (o be taken inte account, French law considers that the
resources o be taken into account are income. These are obviously wages but also capital income,
Sums that may be significant but not generating revenue will be generally excluded from the field
of resources to be taken into account. There is a procedure for estimating the lifestyle. It congists in
excluding from the benefit of the socizl mimima the persons posscssing cxpensive property: real
estate, objects of art, luxury vehicles, But this practice remains little used. Indeed, the estimation or
the knowledge of these goods raises real difficulties.

2.3.2 The fraud relating to the composition of the houscheld

The notion of marital life is imprecise, The law considers as @ home not only two mamied peaple,
but also unmarmed persons whoe have a stable and continuous life in common, The notion of a stable
and continuous life is difficult to objectify with certainty if the people decide to commit frand. Te
benefit from social assistance two people living as a couple will declare themselves isolated to
prevent the resources of one of them from being taken into account. In the same way of thinking,
the notion of persons in charge of the beneficiary, and therefore part of the houschold composition,
is sometimes difficult to objectify in the case of adults.
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233 Residence frand

Social assistance benefits are paid mitially provided that the claimants actually reside on French
territory, French legislation has two cases, To benefit from the active solidarity income, the
beneficiary must not have left the tomtory for more than three months, On the other hand, to benefit
from the allowance for disabled adults, it is necessary to reside on the pational territory for at least
six months during the calendar year, Given the ease of travel t a foreign country and therefore
departing from France, these conditions are wvery difficult to verify, There are twe types of
problems. Firstly, ravel within the European Union does not require passports or visas. Then a
beneficiary with dual French and foreign nationality will have two passports. By traveling only with
his foreign passport, he will make it almost impossible to control his dates of entry into and exit
from the French territory.

Bevond these three risks, the allowance for adults with disabilities assumes that the person iz
medically recognized as disabled. There are frauds on this medical condition. They are not managed
by the local agencies for familial allowances. The medical condition is checked by the local
administrative authonty - the Department,

2.1 4 Sratistical evaluation of frand

It 1= obvious that & system, as efficient as 1t 15, can not pretend o detect the entirety of the fraud.
This 1= due to two reasons. The first is the character, by hypothesis hidden, of fraud. The second is
its defintion itself, Indeed, as explained above, fraud must have been committed intentionally, This
15 not always casy to objectify m a country where many social assistance recipients do not
understand French well. Moreover, the French legislation is complex. This can be an opportunity
{or false statements without there being fraudulent intent,

Despite these limitations, the orgamization of family allowances carmes out a statistical evaluation of
fraud every year. To do this a representative sample of files is selected. About 7000 cases are
concermed. These files are the subject of 2 study and thorough checks, Under these conditions il is
cstimated that fraud accounts for about 3% of recipicnts.

Finally, it is not sure that fraud has increased significantly in recent years. The increase in resulis 15
rather due to improved fraud detection procedures,

2.1.5 Internal fraud

As in any financial organization the Social Sceurity is exposed to the fraud of its employees. It has
never been objectified that this frand is very important. Nevertheleas, anti-fraud schemes ave in
place,

First of all, there is a separation berween the agents carrying out the administrative management of
the file, ranging from the administrative management of the file 1o the calenlation of the amount of
the benefits, and the employvees in charge of the contral and the actual payment of the sums, This
separation is very old in the French public sphere. Informatic procedures take this separation into
account,

However, there can be no question of controlling all files. Controls are made according to the
principle of reasonable assurance. Any fact that will result in a modification of benefit entitlements
will b checked using the elements and files available within the local agency,

Finally, targeted files with a higher risk component will be carefully checked. This targeting is done
by data mining,
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3. THE PREVENTION OF FRAUD

The social orpanizations have engaged in frand prevention policies. Indeed, fraud has three
consequences thal have become less and less acceplable as the eflectiveness of anli-fraud policies
increases. With the financial consequences of the fraud being known there s a strong demand of the
opinion from the public powees in order to limit it as much as possible. The recovery of amounts
wrongly paid for fraud is often very difficult. Lastly, the workload that the fight aganst fraod
entails for the social organizalions increascs in proportion to the number of detected frauds. These
three disadvantages obwviously mitigate to ensure that fraud does not oceur. This is the poal of
prevention palicies,

3.1 The multi-vector communication policy

The policy of communication towards the benelicianes uses several means, For several vears
campalgns in the national media (mamby radio) insist on the nsk of fraud. These actions are at the
initiative of the MNational Delepation to the Fight Against Fraud but also National Social Security
Funds. Family Allowance Fund websites and claim lorms draw atlention to the polential for agency
controls and to the potential for penaltics for fraud, The National Fund for Family Allowances has
published a "charter of control”. This charter deseribes the rights and duties of recipients and
controllers, The msks incurred i case of fravd are also menbioned, This document, given lo
beneficiaries im the casc of control, is alse available on the family allowances organisation's
website, Finally, at the request of the social welfare organizations, the courts may order frandsters
to publish the contents of & judgment in the press al their own expense. Similarly, judgments can
give organizations the ability to publish the content of judgments on the organizations' premises and
on their websites.

3.2 Institutional parinerships

Institational partmerships for fraud prevention are linked at national and departmental level. At the
national level, it 35 essentially, as explained i part 2, o orpanize data collection 8t the source by
computer data cxchanges. At the local level, the French departments and local agencics providing
family benefits are partners with other social organizations and local authorities. Without
pretending o be exhaustive, some examples of local collsboration will be given, Since social
assistance benefits are income-related, it 1s important, m the case of doubt, to ask the local agency
for health insurance benefits. Such benefitz are paid to employees. There may therefore be an
apommaly or [raud il this employee also receives social assistance benefits provided by the local
family allowance agency. Similarly. local social services that do net depend en local agencics are
informed in order to prevent error or fraud. They are often best able, out of all restraines, to explain
the legislation to beneficiaries in difficulty who would he tempted by Faud,

3.3 Training of agents of local agencies

Until now the traming of enforcement officers in the fght aganst fraud was integrated into the
overall waining process. It was clear that this approach needed to be changed. The maintenance or
even the evolution of the skills of the technicians in charge of the prevention and treatment of fraud
is essential, Fraud mechanisms are evolving. In addition, fraud management is integrated into the IT
toals for debt management and fraud. These wols are constantly evelving. Finally, the introduction
of frand management within a process, as deseribed in Part 2, is changing the businesz of the
managers of frapd cases. Also, a dedicated training program is being buill, as part of the
establishment of a complete training system entitled "Claims, recourse, fraud.” Tt is addressed to
agents in charge of fraud files. It will be primarily for new officers in the field of fraund
management, In a framework common to all social protection organizations, the Nalional
Delegation for the Fight Agamst Fraud (Mfice organizes traiming scssions on the detection of false
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documents, This 15 essential s0 as to ensure that emplovees of local agencies are able to detect fake
documents of civil status and identity of French and foreign claimants.

3.4 Prevention by use of compulter procedures

3.4.1 Several computer applications contribute to the prevention of fraud. Among them two can be
cited as an example. For the past ten years, social protection organizations have been using
computerized data exchanges to prevent fraud. Beyond the procedures securing the incoming data
defined in Part 2, two devices are worth mentioning. First of all, France has gradually put in place
an dentity management system. [ is managed by the National Old Ape Imsurance Fund. lis
management 1% done on behall of the National Institute of Statistics and Economic Studies. It
includes the main elements of the identification of individuals. lts identifier is the Inter Regime
Number, As in China this number is significant, It traces the sex, the year and the month of hirth,
the place of birth in France or abroad of people,

Partly based on this system, the organization responsible for the payvment of family benefits has
developed a national file of beneficiaries. 1t includes all persons concerned with family benefits, All
members of the houschold are included in this file. This has the consequence of preventing fraud. In
France family benafits are paid by the local agency at the beneficiary's residence, Before the use of
the national file, fraud could consist of using lalse addresses and of receiving benefits [rom several
local agencies at the same time. This has become almost totally impossible because the national file
will warn one local agency that the family is already known by another local agency. Then the
Ministry of the Interior has set up a computer procedure for managing the residence permits needed
by foreigners to certify thewr nghis io reside on the national fermitory, The nght fo bencfits 15 1n
particular subordinated to that of having the right to reside in France,

Local agencics providing family benefits can view thiz file. Within certain limats, it is likely to limit
the documentary fraud relating to residence permits. It should also be noted that this file does not
concern Buropean Union nationals sinee they can stay in France without a residence permut,

342 The development of a specific request makes it possible to better dissuade the desire to
commit fraud. As has been said in an earlier part, fraud presupposes the intention of committing it.
Howrever, benefit recipients sometimes unduly receive benefits for longer or shorter penieds without
a fraudulent intent being proven. A computer query allows you to list the recipients for whom
notifications of undue payments have been made in the recent past. The facts must have been
pralonged lor more than six monihs, There must also be repetition. 1T these conditions are met, and
the wrong payment is not due to the local ageney, & waming letter is sent to the recipient. This letter
also reminds him of his obligations under the family benefits legislation. The advantage of this
approach is thal the recipient can not invoke his ignorance if he persists with his attitude, The
mntention will then be better established. Moreover, the number of frauds committed after the
application of this procedure 15 very small,

4. DETECTION OF FRAUD

Since the early 20007 the fight against frawd has become an important issue in France. This is true
both for public administrations and services and for privale companies, Everyone has implemented
their fraud detection procedures. As a result, there are many sources of fraud detection. But one of
the difficulties is that after a possible fraud detection, you have to prove it Many classifications of
fraud detection methods are possible, This section will deseobe the reports and the search
procedures,

4.1 The reports
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In their day-to-day business, some government departments and instifutions may suspect fraud
relating to social benefits. When this is the case they make reports including one to the organization
providing family benefits. French law explicitly allows these reports. The details of this legislation
will not be deseribed here. It is complex and can be found in a number of the many codes that bring
together the texts of French law. These reports are not one way. Government departments and
institutions can ask social welfare organizations for information on benefit recipients. Reports
include police services, diplomatic posts, and other social organizations,

4.1.1 The police and intelligence services

a) On the occasion of searching for and repressing crimes and offences of & common right the
police can discover frauds within the social benefits. The two main fraud mechanisms are forged
documents and hidden financial resources. The main types of business are hidden work, trafficking
of all kinds, including, of course, drug trafficking, There are national protocols signed between the
police, the gendarmerie and the social agencies prescribing a simplified procedure for reporting.
From a practical point of view, reports are made locally by the local police services to the local
family allowance agencies and other local social security agencies,

b} As part of their intelligence activity some specialized services may suspect fraud in the social
benelits. Only the services providing the greatest amount of information will be mentioned here,

- When they are fighting against terrorism, the intelligence services communicate to the social
agencies the details of people who may have left the territory to go to combat zones, There is fraud
insofar as the family benefits are paid on the condition of residing on the territory,

- In the fight against the illegal financing of terrorism, drug trafficking and tax evasion, the
specialized finance service "TRACFIN" reports 1o the social organizations on the movements of
funds that are deemed abnormal. These are frauds with benefits provided under the means of
resources. The presence of large sums in the recipients’ bank accounts as well as regular cash
inflows are incompatible with the receipt of social assistance benefits.

4,1.2 The services of the Ministry of Forcign Affairs

French law allows consulates 0 pay wo ypes of social benefits, They are paid according 1o
financial resources, It is first of all social ad for the French living abroad and being without
resources. Then French families living abroad can get scholarships for their children. Fraud can be
harmful to both the local agencies providing the family benefits and the consular services. Indeed,
applicants for these benefits abroad may not repert to the Consulate that they receive family
benefits in France. This allows them to accumulate benefits paid in France and abroad. From the
point of view of the organization providing family benefits, frand lies primarily in the fact that the
claimants reside abroad. They are no longer entitled to family benefits provided in France.

4.1.3 Oher institutions and local authorities

In addition to computer procedures, social protection agencics and local authoritics can detect social
assistance fraud. This is the case first of the departmental authorities. As they are co-responsible
with the local agencies for ofamily benefits for the follow-up of the beneficiaries of the active
solidarity income they can have knowledge of frauds with this service. The same is truc for other
social protection organizations. These reportz are often made in the context of undeclared work
detection.

4.2 The research procedures

The search and detection of fraud can be done either using computer processes or controls,
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4.2.1 Compuler processed
a) The exchanges of data:

As explained m Part 2, the organization providing family benefits uses computer exchanges with
other administrations and institutions.

Exchanges of files with the tax administration make it possible to know the income declared by the
recipients to the tax administration. Thers is a time lag due to the annual nature of the tax retumns
and the processing time required by the tax administration. For example, in October 2017 the
exchange includes income tax rveturns made in May 2007, These statements concem the 2016
income. This gap dees not pose any problem when it comes to calculating family benefits excluding
social assistance. French legislation incorporates this deadline into the calculation of these family
benefits, On the other hand, for each active solidarity income, this exchange can only be used to
detect inconsistencies or even a posterion frauds.

On the other hand, the exchanges with the instimtion serving the insurance benefits against
unemployment are monthly, They make it possible to update the situation of beneficiaries receiving
active solidarity income who would benefit from unemployment benefits.

Im the event of a discrepancy between the outcome of the exchanges refermed o above and the
situation of the recipient, as known to the local agency, checks are carried out.

It is & question of ensuring that the known activity of the local agency s in accordance with the
resources and the family and professional situations transmitted by the tax administration and the
institution providing insurance benefits against unemployment. These transactions are annual and
guarterly. From a guantitative point of view, all file exchanges represented 48 million situations in
2016, Inconsistencies were suspected in about 1.2 million cases. These situations have been
controlled. These checks are justified in & out of 10 cases. They may lead to a claim for
reimbursement of benefits paid incorrectly. These undue payments in the vast majority of cases are
not fraudulent. For completencss it happens that these controls lead the local sgencies lo pay
additional benefits to the recipient.

b The selection of nsky fles: Since 2012, the organization in charge of the management of famaly
benefits uses a data mining selection procedure. Without going into too much detail, the prineiple is
o use statistical models to determine risk factors, These include age, gender, income level, marital
status, emplovment status, The weight given to each factor is determined by the experience of the
file review. Among the files that come as a file to be controlled will be one that reaches a certain
level of risk. This method has given excellent results in the efficiency of controls, Between 2012
and 2016 the merease of the effectiveness of controls is important, 32 percent of recipients’ home
checks were successful in 2012 compared to B4 percent in 2016, Over the same period, the
effectiveness of the checks on files went from @ percent 10 29 percent. As with file exchanges, these
controls did not detect only fraud,

c) Specific computer gueries: On the occasion of the detection of certain types of fraud, the
organization responsible for the payment of family benefits has implemented specific computer
gueries. They aimed to see if a type of fraud discovered in one region was found in the rest of the
country. Some results have been obtained. But the system still needs to be refined.

d) Management of reoffenders: As soon as a fraud 15 commutted by 2 recipient o the detnment of a
local agency, the computer system keeps track of it. If fraud 15 again committed 1o the prejudice of
the same agency the recidivism will appear immediately, In addition, the French population is quite
maobile, A family can be affiliated in several local agenciesceording to the changes of i1s residences
in several periods.
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If, as stated above, dual affiliation 1s mpossible, it should be verified that the recipient did not
commit fraud to the detriment of local agencies with which he was previously affiliated. Since 2011
there is a national base of fraud cases within the organization serving family benefits. It can be
consulted by any local apency by their authorized employees, In addition, during a change of local
agency, the electromic file is also wansferred. The file includes the bemefits unduly paid. Tt also
includes the status, fraudulent or mot, of the undue payment. The notion of frand thus appears.

4.2.2 The controls

There are basically two types of controls. The first one is checks on files inside the agency, These
are administrabive controls that lead to Ale regulanzation but rarely 1o the detection of fraud, This s
why only the home checks of the beneficiaries will be deseribed here. These arc administrative
controls that lead to file regularization but rarely to the detection of frand. This is why only the
home checks of the beneficiaries will be described here, The organization responsible for the
payment of family bencefits has about 660 control agents. This number must be used to coverl 2.8
million families. Of these, about 4 million receive the social assistance benefits that are the subject
of this paper. 165,000 familics were subject o a home control in 2016, These 165,000 {amilies are
those who are in reecipt of active solidarity income. Control officers are attached to local ageneies,
They have a special status. They have a special accreditation from the State. In addition they are
sworn in front of the local court. This means that the findings in their reports are valid until proven
otherwise. Control Officers have received special iraining for their task. They can go o the
recipients' homes. The recipients are not required to let them in. However, in the case of refusal, the
benefits may be suspended and, where appropriate, financial penalties for the ohstruction of the
contrals may be applied by the Director of the local agency. Families to be controlled are selected
either following a report from a local agency employee or by data mining. In almost all cases
benefit recipients are warned of the ocewrrence of control, On this occasion they are asked o
prepare some decuments that will justify their financial and professional family situation.
Unexpected controls are exceptional.

The control procedure is carmed out in three stages:

- The control officer must first prepare the check. For this he bhas several wols. The law allows him
o oblain information (rom administrations, banks, and many public or private services withoul the
need for professional scerccy. Obwviously this last rule does not spply to medical scerecy in
particular. [n addition, he can access several IT portals including that of the entire social protection
system, Finally he can take any other step prior o his meeting with the family. When visiting the
beneficiary’s home, he/she must check the family's entire situation relating to the aspects likely to
influence the payment of family benefits. This may concern both the compaosition of the home and
the resources and housing, He musi collect the observations of the recipient.

- Following his control the controller prepares a repert in which he notes his findings and the
documents consulted at the address of the recipient. 11 he suspects a fraud he mentions it on his
report, If the check had been requested following a suspicion of fravd by the local agency, but the
controller considers that there is no fraud. be also indicates that. [t can alse happen that, following a
contral, it is necessary to pay more family benefits because the recipient did not know his rights.
The report 1% then sent to the management of the local agency who will decide what to do next,

5. CHALLENGING AND PUNISHING FRAUD

Onee a suspeeted fraud has been addressed by the devices deserbed above 1t is necessary, on the
one hand, to qualify or not qualify the case of fraud and, secondly, to sanction it appropriately.
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5.1 The qualification of the fraud

As explamed in Part 1, there are several difficulties in gualifving a frandulent case. Situations are
ofien subjective and the applicable law complex, Tt fbllows from this complexity thal a fraudulent
gualification will not necessanily be confirmed. This is why, beyond the texts, the case law of the
courts is an cssential element of the assessment of the case. In order to puarantec the strictest
ohjectivity, the local agencies have an organization dedicated to this mission,

5.1.1 The jurisprudence (case law) of the courts

There can be no question here of deseribing all the difficulties of applying the right to social
assistance benefits. An example is the appreciation of marital life quoted in part 2. In fact,
comparable situations are found in many countries. As in many systems, the resources to be taken
into account in determining the right w assistance are those of the whole household, To define the
focus it is necessary to define the concept of couple. A couple consists of two people of opposite
sex or not. They live maritally in a stable and continuous way. They pool their resources and their
expenses 10 contribule 1o the expenses of the houshold,

If people are mammed this dees not raise too many difficulties. n the opposite case it 1s necessary to
establish the existence of a couple as defined above. Following several cases brought before the
courts and the evolution of the legislation, the concept of & couple is now defined in contrast o the
notion of isolation. This means that an adult lives in a relationship of & couple if he/she can not
establish that he'she is 1solated,

Those who can be considered as isolated inlude a widowed person, those divorced, separated or
single, those who does not live as a well-known and permanent couple and those who do not put in
common his resources and his costs tegether with a spouse, concubine or partner of civil solidanty,

It iz clear that such a definition requires an assessment on 2 case by case basis in the event of a
dispute.

5.1.2 The organization of the local agencies to gualify the fraud

I view of the difficulties summarized above the decision was taken not to let the appreciation of
these cases to be in the hands of a single person.

First oof all, the national body managing family allowances ensures a legal watch and distributes
circulars on the application of the law, Then, within the local agencies, employees from different
departments meet to assess the applicable law and whether or not to describe something as a fraud.
These are most often legal officers and managers of the services managing the daily files of
recipients. These mectings lead a decision on to whether or not the file is of afravdulent nature and
whether to propose a sanction.

5.2 The policy of sanctioning fraud

As previously stated, fraud can be sanctioned by a warning, a financial penalty, or a complaint to
the courls, In order to guarantee the homogeneity of the sanchons policy throughout the territory,
there are scveral dispositions.

Firstly the law specifies that from a certain financial amount the local agency must file a complaint,
This amount is 26,500 Euros (200,00 yuan),

Where there are particularly serious cases, local agencies may appeal to the courts if the damage
suffered as a result of the froud is less than that amount, These are frands related to resources from
drug trafficking, organized gang scams or forgery. These cases are summarized in the sanctions
scale described below.
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5.2.1 The erimanal procedure

I the French Penal Code frauds with social benefits are judpged as offences. A false statement, a
simple scam or an organized gang, the use of forged documents can be committed outside the feld
of social protection. But the penalties provided for these offences are aggravated if they are
committed to the detriment of a welfare organization. As an example we can mention the scam. It is
punishable by 375,000 Furos fine and 5 years imprisonment in jail. If it is committed 1o the
prejudice, in particular of a welfare organization, the penaltics arc brought te a fine of 750004
Eurcs of fing and to 7 years of imprisonment in jail. It goes without saying that a sentence handed
down by & court can he appealed. The French judicial organization provides for 2 higher court - the
"court of cassation” which verifies the exact application of the law by the Court of Appeal without
going back on the facts.

5.2.2 The administrative penalties

If the local ageney does not file a complaint with the courts, a scale of sanctions issued by the
national organization managing lamily benefits seis the sanctions o be applied, The criteria are the
amount of the predjudice, the presence or not of recidivism, the type of fraud (omission, false
declaration, fraud}, the family and the financial situation.

In the application of this scale, the local agency that has not filed a complamnt may either issoe a
waming or a financial penalty. In all cases, the fraudulent recipient will have to repay the sums
recelived improperly.

The amount of the financial penalty depends upon the amount of damage suffered by the local
agency and the type of fraud. When the penalty becomes important, the local agency has a certain
margin of appreciation, Indesd, the financial situation of the beneficiary must also be taken into
account. The repayment of undue benefits can already be difficult. Ir therefore becomes inefficient
to pronounce a financial penalty that may never be repaid.

The Secial Security Code which establishes the penalty procedure provides for an appeals process,
including jurisdictional trials, open to the recipient against which a penalty has been imposed. These
are civil court and nol criminal cowrt trials.

Lastly, the Social Security Code prohibits local agencies from reducing or cancelling a debt
resulting from fraud.

5.2.3 The mtervention of the defender of rights

There is an institotion in France called the "defender of rights". Tts role is provided for by the
Constitution in particular. He can be compared to the Ombudsman in other countrics. Without any
recourse to the cowts, it ensures the respect of the rights and liberties by the administrations of the
State, the local authorities and the public establishments in particular,

It can be seized upon by any persen who feels aggrieved by the administrative action and therefore
by that of the social protection organizations. The Defender of Rights may mediate disputes
between the individuals and the administrations or organizations managing 2 public service, It is
within this framework that the social protection organizations can go back on the financial penalties
pronounced after a frawd.

6. LIMITS OF FIGHT AGAINST FRALD

There are several limitations in enforcing the fight against fraud policies. They relate to the local
agency s possibilities of actions, partnerships, and legislation.

6.1 The paossibilities of the local agencies
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When social security was mstituted the purpose was the payment of benefits, Gradually the
demands of the public have increased. Local agencies have been asked to pay benefits more and
more quickly, Similarly the mistakes of local apencies are less and less tolerated, Public
expectations for physical and telephone reception have mereased, Over the yvears, the relatonship of
the local social security agencies with the public has become more and more similar to the
relationships of businesses with their customers.

Al the same time, the social security orgenizations have been foreed to reduce their wage costs and
thus their numbers. The very important computerization has allowed them to reach a good level of
service with less staff,

Given these constraimts, national social security organizations set time, guality, and anti-fraud
targets for the local agencies. The first two objectives are partly inconsistent with the third. The
tme spent fighting against fraud will not be divectly used in the service of the recipient who is the
priority. It is understandable that the means available to combat fraud can not be unlimited. This is
all the more understandable since all the statistical studies show that 95 to 97 percent of public
service users are honest and do not commit frand, As a result, over-multiplying sceurity controls
and procedures is unnecessary in the vast majority of cases. In addition, these procedures and
controls are experienced as unnecessary constraints for a large majority of users.

It should be noted, however, that thanks to computerized procedures, the cbiectives of quality of
service and the fight against fraud are less difficult to reconcile. The recovery of information
directly from the administrative authorities, and no longer from the recipients, has two advanlages,
It simplifics the life of the recipient whe no longer has a procedure to perform. [t prevenis the
production of false documents or false information from the reciplent sinee it is outaide the process
of data collection,

6.2 The limits of the partmership

Ay previously explained, organizations have & broad partnership network and the ahility o oblain
information without encountering professional scerecy, In practice things are more complex.

IT the computer procedures work well it is not the same for the manual interrogations whe work on
a case by case basis. Partnership practices are becoming more widespread. As a resull, some
services arte in great demand.

Thiz 15 particularly the case for tax departments, banks and enerzy suppliers, They can not easily
deal with all requests. Moreover, when it comes to companies, they are caught in a conundrum, If
they respond to a tequest to prove fraud they do not serve their customers. A customer who has
been informed that his bank has provided information to the Social Secunty will be tempted 1o
change banks. This is facilitated by the possibility of becoming an intemnet client of a bank abroad.
This bank will probably net respond to requests from the French Social Security.

Moreover, professional sccrecy can not be opposed by Social Security, Such 2 refusal is
theoretically sanctioned by the law. But, in fact, these sanctions are never enforced. Social Security
organizations should take the case to court. The relatively low level of penalties incurred means that
these procedures are not enforced,

6.3 The legislation

For forty wears France has adopted legislation relating to information technology and freedoms.
Similar legislation exists in the countries of the European Union. They are institated to reconcile
compuler lreatments wilh the respect for privacy. In France the control of the application of this
legislation iz carmied out by the National Commission "Informatique et Libertés". Its powers are
very extensive. First of all, an administration wishing to set up a computer procedure must request
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the authorzation of this commission. This authorization procedure can be lengthy, Tt can last
several months, or even vears, if the Commission considers itself insufficiently informed. It has the
possibility to ask all information wseful 1o an administration requesting an authorization to
implement a computer processing, The Commission will be very vigilant in the case where the
treatment will use sensitive information such as a disability sitwation, nationality, physical location
inn telecommunications and internet. In the same way the commission will be very attentive in the
case where the dala provessing will have as an objective the exchange of information between
administrations and outside the borders of France. The Commission then has the power of control
and investigation in the oftices of the administrations. It can also perform a check at the request of a
user who suspects an irregulanty in the computer processing set up by the admimistration. To be
authorized by the Commission, the treatment must meet two conditions, On the one hand, the law
must authorize this treatment. On the other hand, the terms of the data processing must not exceed
whal is strictly necessary for the purposes delined by the Law,

PER CENT

In conclusion, it can be said that the French system of combating fraud, especially relating to social
assistance, has improved in the recent years. These improvements have been in two directions. First
of all, the law has opened up many possibiliies for controls and investigations by the social
orgamizations, Before the entry info force of all these laws, social organizations were almost
considered as organizations of common law: without special powers. The second is the
development of computer procedures, file exchanges, portals and webservices which have greatly
facilitated the fight against faud while maintaining a geod quality of service, We are far from
having exploited all the resources of computing. Experiences of using Big Data are underway
within the French family allowance organization.

The conscquence of these developments is a strong inerease in the resulls obtained in the fight
agamst fraud. In 8 vears the number of cases of fraud detected to the detriment of family allowances
has increased from 15,000 10 43 000, This figure is 1o be compared o the number of beneficiaries
who, during the peried, was around 11,5 million families. At the same time the amount of financial
damage detected has increased. [t went from 101 million Euros (800 million vuan) to 276 million
Fures (2.2 billion yuan), These amounts are o be compared to some 70 billion Furos of benafits
paid {360 billion yuan), Toe finish with the figures it is necessary to note the evolution of the policy
of sanction of the fraud with regard to the organization of the family allowances. In 2011 the filing
of complaints in court accounted for 16 percent of frand cases as against 5 percent in 2016,
However the financial penalties gccounted for 29 percent of the sanctions in 2001 as against 68
percent in 2016, Warnings accounted for about 50 percent of the sanctions in 2011 as against 25
percent in 2016, The sanctions policy has therefore hardened the refocosing on financial penalties,

Az it appears in the statistical table, there is almost 2 maximum in terms of the results to be obtained
in the fight against fraud. We are, in some ways, in a phase of decreasing efficiency. It would
probably reguire a lol more resources, human and Tegal in particular, o significantly increase the
results of the fight against fraud. That is why 1t scems that we need to direct our efforts to
preventing frand. Fraud prevention will thus oceupy an increasing place in our thoughts and actions.

The mechanisms described in these pages obviously concem the French practice. Let's hope that
China can draw some ideas from it. It must be bome in mind, however, that the Chinese context is
very different, Some frauds are difficult to commit in China: residence fraud in pzu‘lil_'ular.
Similarly, the process of democratic discussion, as surprising as it is for a European, i5 a pretty
effective defense against fraud conceming financial resources and househeld composition.
Collaboration betwesn France and China could concern computer systems and orgamzational
changes in the administrative structures and process,
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ANNEX 1
Data from CNAF (France).

Proportion of cases of frauds by type of benefit

Benefits

Proportion of frauds in
number of cases

Financial mass proportion

Mimimum social income

70 %4 74,1 %
benefiis " ’
Including active solidarity 62 % 62 %
income
Including disabled adults 1.4 % 3%
allowance
Housing 19,7 % 19,5 %%
Family allow, d

amily allowanees an 9.5 6.4 %
other benefits
Other specific social action 4,02 % Mon significant

Evolution in the financial value of detected fraunds

: Amounts {in millions of
Amounts (in millions of Z
Years Yuan: around 1 Eurns = % of increase
Euros) :
¥ Yuan)
2011 101,15 K092 12,58 %
2012 119,13 953,04 17,77 %
2013 141,4 1.131.2 + 18,74 %
2014 209.6 1.676.8 + 48,21 %%
2015 247 8 1.982.4 + 18,22 9
2016 2754 2.203,2 + 11,14%,

Ewvolution in the number of detected cases of frand

Years Number of cases of frauds % of inerease
011 15.011 14 %

2 17.974 19,73 %
2013 20,937 + 16,48 %
2014 32828 + 56,51 %
2015 39.934 + 21,66 %
2016 42.95% + 7,57%
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1. TMPROVING THE LEGAL SYSTEM OF SOCIAL ASSISTANCE TO PREVENT
FRALUD

As the f[irst administrative regulation aboul social assistance syslem since the [ounding of the New
China, the “Interim Measures™ builds a legal framework for the social assistance svstem. However,
it also fails to provide for an effective legal system for social assistance. For example, the
legislation level iS low when compared with other laws. According to the policy, legal liahility
containg two aspects: On one hand, the punishment for illegal acts by social assistance agencies and
their staff; on the other hand, the punishment to illegal acts by the beneficiaries. However,
according to the policy, the penalties are light and hard to enforce, Therefore, it iS necessary to
further improve the legal system of social assistance, so as to maintain the healthy operation of the
social assistance system and provide a reliable legal basis to prevent social assistance frand.

Firstly, the punishment level for illegal acts should be increased. For cxample, it is not only
necesszary to recover the illegal income gained , but there should also be punishment according to
the "crime of fraud" defined in Article 384 of " Criminal Law". This would ensure the enforcement
of the law and to guarantee the effectiveness of the "Tnterim Measures". Secondly, an integrated set
of unified national social security fraud clauses should be established. Thirdly, the legislative level
of the "Interim Measures” should be improved and the cooperation with the public security system
should be strengthened. Social assistance fraud often takes the form of nothing more than omission
or concealment, which makes a powerful law enforcement agency unwilling to take action.
Therefore, the Anti-fraud mechanism will only work when the legislative level of the social
assistance policies is enhanced, the clauses are clearly clarified and the law enforcement agencies
play an effective role. Although the owverall impact of social assistance fraud is terrible, when it
comes to individuals, the circumstances arve less severe. In these cases, the role of the judicial
authority is determence rather than combatting fraud, s0 a8 10 reduce the motive and increase the
cost.

2. ESTABLISHING A SOCIAL ASSISTANCE PRECISE TARGETING MECHANISM
2.1 Improving the social assistance identification mechanism

The poverly targeted by the social assistance system nol only includes income poverly, bul also the
lack of cconomic rights, cultural rights and social rights. So that if we want to sct up & proper
identification mechanism for social assistance, it should be a comprehensive one that includes the
various slandards needed 1o identily the dilTerent kinds of poverty, Sometimes both direct standards
like ingome or asscts and indirect standards should be taken. Specifically, different means like
means testing and a target indicator should be the important elements of the identification
mechamsm. The traditional means tested method should always be the basis of the identification
mechanism, though it has a high cest related to information management. The target indicator
methoed should be a good complementary identification mechanism if the proper indexes are built.
From The practice in some rural areas in China is that the household electricity consumption level is
taken a8 an index to judge poverty, With the development of statistics and analytical tools, more and
more indirect indicators can be built. These can include the consumption records of online shops.
Those indicators can achieve a better and more precise identification of the living standard of social
assistance applicants.

2.2 Establishing a demand associated identification mechanism for social assistance

The low effectivencss of special assistance (i.c. the assistance programs that focus on specific kinds
of social assistance like medical, housing, education) might cause Dibao fraud in practice. So that
establishing a demand associated identification mechanism is imporlanl, To identity the various
demands on social assistance, a special assistance package mav be an effective wayv, Special

if
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identification indicators linked to special assistance necd like medical, housing and education
chould be built. The innovation mechanism is needed to accurately locate the disbursement type.
Suggestions for the special needs of the causes of poverty and expenditure based poverty can form a
targeted assistance package. The causes of expenditure type poverty mainly include medical
treatment, education and sudden risk. Therefore, these major fixed rexpenditures should be included
in the system of poverty verification. We should improve the classified protection and case
assistanve, and provide differentisled assistance for the needs and difficulties of the bencficiary
poor houschold, so as to ensure that the relief resources are consistent with the needs of the relief in
content, and to ensure that the rescue results are scientific and effective.

3. ESTABLISHING A SOCIAL ASSISTANCE INFORMATION AND COMPREHENSIVE
SERVICE PLATFORM

The social assistance information platform should be built to collect personal information from the
various departments including banks, the stock market, the tax authority, the business department,
the housing department, the social security department, ete.. The information service platform can
collect, restore and trace personal information of social assistance applicants or beneficianics to
achieve precise management. The mnformation platform should be bumilt on the different
administrative levels. The information platform containg the administrative system, electronic
database, decision system, financial system and social assistance management authority system, The
information from those systems is exchanged and shared through the information platform. Each
administrative level should build a platform to exchange and share information from the different
levels, The information in the platform will be the most important evidence of social assistance
qualification 1dentification and the detection of social assistance fraud. The use of the nformation
platform could also be expanded to social assistance policy making and the supervision of social
assistance practice based on the infommation collected, The salety of the information collected by
platform should be ensured to avoid the leakage of personal information.

4, IMPROVING THE SUPERVISION MECHANISM OF SOCIAL  ASSISTANCE
BENEFICIARIES

The supervision mechanism is important to prevent social assistance fraud, for it can make sure that
the beneficiary withdraws from social assistance when things getting better, The fist way iS fo
improve the employment promotion mechanism to encourage a social assistance beneficiary to go

back to work. Secondly, establish a benefit withdrawal mechanism according to the categories of

assistance, Thirdly, supervise the bencficiaries by different pathways,
4.1 Establishing work promotion and benefit withdraw mechanism for beneficiaries

The work prometion mechanism is critical to the social assistance system for it helps people get
move away from social assistance and stand on their own. The work promotion mechanism should
contain a transition period in accordance with an income and time duration. For example, if a DiBao
beneficiary receives imcome for twice as long as the local average mcome for more than & months,
he should not receive a DiBao benefit afterwards. The qualification peried for secial assistance can
cover the period when the beneficiary starts 1o work, in order to encourage him to work sinee he
would not lose the DiBao benefit immediately, If the beneficiary became unemployed again in the
gualification period, he could get the DiBao benefit without re-application. The benefit withdrawal

mechanism  should be established for different categories based on the idemtification of

beneficiaries. For a beneficiary who has no capacity for employment, the benefit withdrawal will
happen only when he has passed away. For beneficiary who has difficulty in finding job or has
special assistance needs, ja ob finding service or special assistance should be provided.
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4.2 Establishing a beneficiary supervision system

Tracing and supervising the situation of a beneficiary is integral to fraud prevention. For those areas
which have the ability to establish an information platform, the supervision can be achieved
automatically through income, assets, medical and housing information from the platform. For
arcas, especially rural areas which are not able to establish a social assistance information platform,
supervision should be undertaken by specially tramed personnel with different means. Third party
institutions could alse be an important source of supervision, for they can provide an investigation
openly and secretly. In addition, making the names of beneficiarics more public way every year is
also a good way for supervising the beneficiary,

5. IMPROVING THE SOCIAL ASSISTANCE PUNISHMENT SYSTEM

The discussion on the prevention of social assistance fraud 18 mostly locussed on the identilication
of the fraud phenomenon and does not pay much attention to the punishment of those who commat
social assistance fraud. Currently there i3 no effective punishment mechanizm against social
assistance (raud. Some policies have items aboul how o punish social assistance fraud, but they are
just too light to deter those people who are willing to take advantage of social assistance.
Sometimes even this slight punishment is not able to be implemented. For example, according to
the sacial assistance policies, the level of punishment for social assistance fraud is only 3 times the
amount of benefit, which 1z almost nothing. There is a great incentive for people to cheat the social
assistance svstem. The problem of the low cost of social assistance 15 caused by the fact that this
kind af fraud is not applicable to criminal law. If people were to be punished under the criminal
law, then no maticr how small the fraud was, they would carmy this convietion record for all of their
life, which would make it quite difficult for them to live a normal life. Based on that, one effective
way to make the punishment more efficient is 1o put the punishment under the criminal law, so as to
be considered as the erime of fraud. Another effective way to punish social assistance fraud is to
build up a credit system, or include social assistance fraud into the credit records. Cheating the
social assistance system to get a benefit would lead to a blemished credit history, People who cheal
the social assistance system would be notificd about his social relationship through different means
like SMs, WeChat etc. Thizs would embarrass them quite a lot.

& TMPROVING LOCAL SOCIAL  ASSISTANCE CAPACITY BUILDING AND
SERVICING

Misconduct and abuse of power 15 one of the important siources of social assistance frawd, so that
the management of social assistance should be improved, especially at the local administrative
levels.

6.1 Make the responsibility for social assistance clear among the related authorities

Due 1o the governance structure of government, the responsibility related 1o secial assistance is
fragile. For example, the Civil AfTairs department s only a coondinating autherity relating to policy,
The respensibility of the actual socizl assistance, such as the distribution of information. resources
and services iz separated to other authorities like the health department, the education department,
the housing department, the human resources and social security department, ete,. But in practice,
the Civil Affairs authority is always regarded as the management authority for social assistance,
although it has no special rights to order other authorities take responsibility. Accordingly, passing
the huck is common in social assistance practice, so (bal improvements should be taken in order (o
clearly identify the responsibility of the different authorities and foree them to coordinate with cach
other.
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6.2 Preventing the moral hazard related to social assistance management staff

Two kinds of methods could be taken to prevent the moral hazard of social assistance management
stall. Omne is to create a separation of power related o social assistance. The power of the social
assistance applicant’s identification, the power of censorship and the power of social assistance
fund management should be separated. The decisions should be checked by upper level authorities
before being implemented. Another kind of method is 0 make the social assistance management
sutomatically use the latest technelogy. For example, social assistance management staff could only
do their jobs based on the information provided by an information platform. The information
platform can even take over the decision making in some situations, so that there will be no power
associated with staff,

6.3 Improve the capacity of social assistance management staff

The ability of social assistance management staff has a big impact on the social assistance services.
Four aspects should be taken into consideration to improve the ability of manapement staff. Firstly,
there is a need to build an efMective training system o make the management siall more elfective
and more professional and build a tumover mechanism to retain good staff. Secondly, improve the
regulation and the supervision, by combining different approaches including publicity, reporting,
supervision, identification and management. Thirdly, establish an information platform 1o collect
and share information among the departments, establish an online office system and improve the
information management ability. Fourthly, improve the financial investment on the social assistance
syslem o recruil more professional staff and build up better working conditions,

6.4 Improve the information management system of social assistance

Social assistance information should not only be collected, but also well managed, The information
from the different authorities should be gathered together to maximise good use. Firstly, the
information should be transferred through the authorities smoothly to avoid repeated censorship.
Secondly, management information should be open to the public to be under the supervision of the
public or a third party. Thirdly, information including policies and procedurcs should be well
organized so that they can be found easily. Fourthly, establish a management platform for applying
[or social assistance benelil on line, $o that the applicants can nd oul how leng the application will
be checked.

7. ENCOURAGE SOCIAL ORGANIZATIONS TAKE PART IN THE PREVENTION OF
SOCIAL ASSISTANCE FRAUD

7.1 Lower the barrier for social organization to take part in social assistance services

Firstly, simplify the registration procedure for social organizations, cspecially thosc providing
special services to social assistance including supervision and identification. Secondly, support
social organization through policies and funding. For example, provide a ax preference o social
orgamizations which help fight fraud, and provide funding or techmiques to improve the capacity of
the social organizations. At the same time, stricter supervision for social organizations should also
be put on the agenda, so as o prevent misbehavior like information leverage,

7.2 Encourage social organizations to participate in social assistance service by the
wovernment purchasing their services

Social organizations can provide human resources which can complement the Government. The
Government purchasing social services can be a effective way to encourage more social
organizalions o provide services o prevent sovial assistance fraud. For example, we can cutsource
the identification of social assistance applicants or information management to a review institution.
Rural areas can improve the accuracy and fairness of social assistance through third-party
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regulators, For example, fgrmers can report to the higher agthorities through the third-party
organizations to reflect the cwrent social assistance in the existence of fraud.

REFERENCE:

® Fheng Gongeheng, The deepening of the reform of social assistance, [J]. Civil Affairs of Ching,
2015 (19): 63-63.

® (uan Xinping, Towards a more positive Social Assistance Syslem reform direction of Social
Assistance System -- on the mew situation of the [J]. Chincse Administration, 2014 (7).

® Sun Yuantai, The Obstacles to, and the Improvement Path for, the Operational Mechanism of
Social Assistance [J]. Administration of China, 2016 (10)

® ‘Wang Zhikun, Lin Mingang. The Chinese Social Assistance System and Theoretical
Exploration [M]. Renming Publishing House, 20135,

® ‘Yang Lixiong. Analysis of the Medical Assistance Management System Reform in China [J].
Academic Research, 2012 (12): 6-9,

® FPeng Huaming. Analysis of the Chinese Social Assistance Policy Innovation System: Paradigm
Embedding, Concept Transformation and Welfare [J]. Academic Journal, 2015 (1): 93-100.

® Wang Zengwen, Deng Dasong. Propensity Matching, Rescue Dependence and Targeting
Mechanism. Empirical Analysis Based on the Implementation Effect of Social Assistance
System [J]. Journal of public administration, 2012, 09 (2): 83-88.

® Hu Gang, Zhao Man. Adverse Selection, Moral Hazard and Accurare Salvage [J]. Tournal of
National School of Administration, 2017 (1): 94-9%,

® ‘Wang Huquan. On the Implementation of the "Precise Relief Execution Mechanism
[nnovation” Interim Measures of Social Assistance from the Perspective of the [J]. Realistic
Soviety, 2016 (B): 30-56,

® Li Peng, Zhang Qilin. Both Fairness and Efficiency. Accurate Identification of the Urban and

Rural Minimum Living Standards and Relief Beneficiaries from the Perspective of Family Size
and Structure [J]. Secial Scicnees, 2017 (1): 115-118.



EU-China Secial Protection Reform Project
Compenent 3

3.2.4 Fraud in Social Assistance;

Identification, Coping Strategy and Prevention

Palicy Recommendation Report

Dr. Katharina Hackstein, EU-China SPRP expert

NOILNAATH ONY ADALTHLS SN0

"NOILYDIHIINID] IDONWLSISSW TeID0S NI AN

61



NOILNIATHE N ADALWHLS DNIZOS

WO IHILNAG

IMPLISISSY THIR0S N dNvud

# ELU-China Social Profection Reform Project
A, Component 3

Table of Contents

INTRODUCTION 63
1. HISTORY OF GERMAN GMIS.... 63
2. OBJECTIVES OF THE MODERN GERMAN GMIS ... eceecscsmsnssessessssresmssnss s sessesse 63
3. THE FIGHT AGAINST FRAUD IN GERMANY vicvcnnmrmmssmrmmsmnssssnsssssrssssnsns W
4. LEGAL BASIS AND BUDGETING ....coiemmemimsssssessnsss L
5. QUALIFYING CONDITIONS .o eecsseesceessssssmsssssnssmss s e sesssssmsasssss sesmsmsssnssesaes sesmsanss sesmssssse bd
LI B PSPPSR i
6.2 Sefting the benefit Jevel ettt e ernian s U
B3 The el Tt 08 a Bt i, ooire e s ess e e s s e sty semen srmseaeete i smns e saeaeers s ereeaesss s e e eerasanses G5
6.4 Coordination with other forms of social benefits .. e 00
e D RN e s e s s A o R A A P e il
7. BENEFIT LEVEL FOR CURRENT NEEDS ... e smsmssss e smsmss e e sans semnnns 07
7.1 Definition of curtent NEeds ... e s s e s i (i s NS e i 67
7.2 Cost for accommedation and heating ... OB
7.3 Additional regular benefils granted hum:& o rll:ul ................................................................... 68
7.4 One-off benefits... A R R A R s g
T4.1  Initsal I'lelb]'l.t:l'lb und h:mhchnld upphunLu: ..................................................................... 3]

T o g ) 777 T N e o R e P U o e e A e ey, oL 2 A o L
T D o o e T i e A St i e ) e o e e 70
7.6 Health insurance and long-term Care IMEUTATICE ... ..ot vheisssinsssssssiocisaisssnssssss 1K
B INCOME......coiens ) |
9. INTEGRATION ASSISTANCE AND JORB PLACEMENT .. wil
1 SANCTLIONS. . ceeveeevcecennes o4t e o it e i 72
[0 1 Sanctions for breach of duty (hig *.E.I.Tl:Lht'l‘Tl.ﬁ} .......................................................................... T2
10.2 Sanctions for failure to report (small 38NCHONEY ... i s T3
T3 Frqeney O BAIMEUTES v vuiiummsuinsursratassasmssusogs ssanpisramnnnses saninpisnisnns (anr s ER FAnAAS PR s Eeb i sa T3
11. ADMINISTRATIVE PROCEDURE ... ccsmssss e sesssssmemsssss e smssss sessesass sesmsssss s smsssss 73
12. RE-PAYMENT OF GMIS BENEFITS.......coe e eceseccssmsssssessesssssnsmasssssssmsnss sessssnes resmenns 13
13. GMIS OF FRANCE AND RELGIUNM 73
14. POLICY RECOMMENDATIONS. ...ccoocmiasrnssmssssrnnnass wld
REFERENCI o nmn g e i s e s i wosinpaes g i it it Th

List of Figures and Tables

Table 1: GMIS benefits based on current needs assessment for the different types of households

and houschold members. . e ST R 67
Tanle: 2 Peraial BIIOWRIRE (o irisrionsiirisiiisrmssiss i i v H R PR E v o RR SRR Tl

62



# EU-China Social Protection Reform Project
BT Component 3

INTRODUCTION

The main target of this report is the prevention of fraud in the Guaranteed Minimum Income
Schemes (GMIS) in the Buropean Union (EU). The locus will be on Germany with a discussion of
the mechanisms to prevent fraud in sclected other European countrics. The German example is
based on the law governing GMIS.

Based on the findings of the European examples and the discussions held m Beijing, some
recommendations for the prevention of fraud in DiBao, the Chinese minimum income scheme, will
be developed.

1. HISTORY OF GERMAN GMIS

The German GMIS was introduced in the 1880s Before this, the guilds and other similar
mstitutions provided smong a number of other services a form of social assistance for its members.
These forms of social assistance are considered as the predecessors of the German social insurance
scheme, as the GMIS is named i Germany, With the Industrial Revolution a farge imflux into the
mdustrialised cities cecurred, creating & working class, which came inereasingly under the influsnce
of socialism. At the time the ruling systemn was the German empire, which saw sccialism as a threat
to 118 authority, The imperial Chancellor Ot von Bismarck introduced the German social insurance
scheme to placate the working classes, As a first step he introduced medical insurance. A number of
other measures followed, including the coverage against accidents and inability w work due to
accidents, and a pension scheme'® With the course of ume the social insurance scheme was
developed further with an eve of alleviating the plight of workers. This social msurance scheme 15
considered the first worldwide, Other countries followed later.

1. ORJECTIVES OF THE MODERN GERMAN GMIS

Prior to the introduction of the current GMIS, there were two parallel subsistence benefits: the
federally funded unemplovment assistance scheme for those who remained unemploved after
recetving uncmployment benefits, and the community funded social assistance scheme for all
others, particularly those who had never worked, This coexistence of the two social benefits has
caused many problems in practice;

e The integration benefits for the unemploved were often inadequate and there was no
coordination between the different providers, especially because of the fact that data
exchange was nol pessible for dala protection reasons,

= Sinee the unemployment benefit depended on the income previously camed, the level
could vary greatly, Sometimes it was so low that supplementary social assistance became
necessary. The criteda for income and assél accounting and the reagsonableness of work
differed considerably between the twa social benefits.

o While recipients of the unemployment benefit in the health, long-term care and pension
insurance were compulsonly insured, recipients of soclal assistance were generally not
pension insured and got only health and care insurance if they were compulsonly insured
by a previous employment. Hecipients of social assistance were not covered by health
insuranee and could only receive health care benefits through health assistance.

» A major problem was a clear definition of the responsibilities between the unemployment
assistance and the social assistance. Each institution held the other responsible.

= Both services had high costs that were not covered by the contributions to the
unemployment insurance and had w be financed from taxpayers’ money. Social welfare in

Y Ayalh, Wolfzang {2010} Soraldemokransche Arbeiterbewegung und Soxialversicherung bis wur Jahrhendernwende.
In: Becher, Ulnch {et al) Soxialstast Deatschland. Geschichte und Gegenwart, Bonn. Pp. 17 - 43
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particular burdened communities in the structurally weak regions which had many
unemployed.

«  For both social benefits different jurisdictions were responzible: the unemplovment benefit
fell under the secial court, For social assistance, the administrative junsdiction was
responsible.!”

The carrent GMIS was imtended to create a 2ocial benefit for all employable unemploved persons,
which 15 bome solely by the Federal Government through the Federal Emplovment Agency. Social
assistance remained for those persons who are not entitled 1o the GMIS, in particular, because they
are not able to work.

3. THE FIGHT AGAINST FRAUD IN GERMANY

The overall vhiective is 1o guarantee a life in dignity while holding those able to work accountable,
The key motto of the GMIS is “Promote and Reques!” to assure a life in dignity'® and to facilitate
the beneficiary's integration into the job marker™.

In Germany the following guiding principles rule the granting of GMIS and also the fight agamst
fraud:

*  The GMIS applicantbeneliciary has the obligation to cooperate with the job centre, This
means that he or she has to provide all the required documentation, has lo appear at the
different meetings that are set, comply with the set agreements. He or she has to inform the
jub centre of all relevant changes.

= Data privacy s protected, The job centre can only access data from other ministries or
agencies when there is a founded suspicion of fraud or in the event of a court case.

* A life in dipgnity must be assured.

The fight against fraud in Germany is supported by an analvsis of the expected amount of fraud in
the catchment area of each job centre. The municipality and the Federal Employment Agency agree
with each job centre manager on an annual guota of fraud detection, as the German system is very
much dependent on the persistence and imitiative of the emplovees of the job centre, Upon reaching
or approaching the set quota, benefits in terms of career opportunities are defined. There is a
newspaper article that claims that even payment is agreed upon for the job centre manager.™

4. LEGAL BASIS AND BUDGETING
The legal basis for the current GMIS is the second book of the social law (in German;
Sozialgesctzbuch 11 or SGRIT,

Asa rule, GMIS s implemented through the so-called job centres, where the Fedetal Employment
Agengy  covers socigl  bemefit payments whereas  the municipalities bear the costs for
accommodation, services for education and participation in society like participation n cultural
activities, one-time benefits and the accompanying services.

5 QUALIFYING CONDITIONS

6.1 Beneliciarics

Beneficiaries are emplovable unemployed. These are people who are at least 15 vears of age and
who have not yet reached the standard retirement age, they are able to work, they are in need of

" Dentscher Bundestag, Drucksache 15/1516

' §1 Suzialgesetzhuch {SGE} 11

1% §3 SGE I

2 hitpszthwwow. bz-berlin defartikel-archiv/300-curo-praemie-fuer-harte-jobeenter-chefs
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help and they have their habifual residence in the Federal Republic of Germany, Benefits are also
given to persons living with employable beneficiaries as a household such as their children. A
person who is unable to work iz defined 28 someone who cannet work at least three hours a day
under the usual conditions of the general job market due to illness or disability.?

Those in need of assistance are those, who cannot secure their livelthood from their income or
pasets and who do not receive (he required help from others, in particular from relatives such as
their children or their parents or other social benefits such as howsing allowance or child allowance.
This means that the working poor alse qualify for GMIS.™

Ax GMIS beneficiary must accept all work proposed by the job centre, unless he or she is physically,
mentally or emotionally unable to do so, or if doing so would endanger the upbringing of their child
or their partner's chald of il it were incompatible with caring for a relative. The reasons for an
alleged unacceptability of cortain work must always be substantiated with the relevant documentary
proof.

Mo benelits are received by employable beneliciaries who have moved away — for example going
on holidays - without the prior consent of the persenal contact persom at the job centre, as they are
no longer available for integration inte job market. Those persons who are also excluded from
GMIS include those who live in an institution and those who are disabled for more than & months or
pensioners as they receive benefits other than GMIS.

Forcigners have the same entitlements as Germans, However, o benefits are receivable by
foreigners, whe do not have a residence or habitual residence in Germany®, such as tourists or
seasonal workers, whe do not hold a work permit. Foreigners with a residence permit in line with
international law and for humanitarian or political reasons also qualify for GMIS™. Foreigners and

their familics who came to Germany with the purpose of finding employment do not qualify for
CiMIS.

6.2 Setting the benefit level

The individual benefit level is caleulated on the basis of several factors and is dependent on current
needs. The level 2 established based on a survey of the expenses of the lowest L]Hiﬂmﬂ of the
population — excluding social assistance beneficiaries — i.e. not based on 3 consumer baskel but on
actually effected expenses of the lowest guintile. In addition, expenses for accommodation
meluding heating are calculated by local government, which is responsible for covering this part of
the GMIS. In addition, the number of children s faken into consideration plus the income of the
applicant in case there 13 any or that of other household members. Current needs are established on
January 1 of esch year and published in the official parette. The current level of mecome is
considered as an adequate gap to GMIS so that there is no disincentive to work created,

6.3 The definition of a household
Benefits are caleulated for a houschold, Therefore, the definition of houschold is key,

As household, in general, is one or a number of people who form a unit and who live together and
pool econemic resources, A household can have the following members:

¢ Emplovable beneficiaries

1 48, paragraph | SGB 11
526 SR U
% 57 paragraph 7, SGB I
BT SGE L
WY SGE 1
&5
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= Parents or a parent living in the household of an unmarried, able-bodied child under the
age of 25 and the household partner of that parent {i.c. not marricd)
»  Parmer of the GMIS entitled person who is
o nota permanently separated spouse
o not & permanently separated partner (Le. not married)
* 3 person who lives together with an eligible GMIS beneficiary in a household assuming
mutual responsibility for each other
s Unmarred children belonging to the household of the persons mentioned above, if the
children are under the age of 25 and cannot secure their livelihood from their own income
or property.**

A household 15 not constituted 1n the case of subleases, shared apartments for example in the case of
students or company.

The caloulation o a henefit is based on the needs of a household and nol of the individuals in the
houschold, Fraud in this arca 15 the most common.

6.4 Coordination with other forms of social benefits

The granting of GMIS is subordinate to other social benefits. The beneficiary has to request all
social benelits that are available te him or her, thus reducing the need for GMIS, Should the
benefciary refuse to apply for these other social bepefits, the job center can apply for the
beneficiarv*®. This is in particular applicable in case of a beneficiary who is 63 vears old and
deemed to not find employment. In this case she or he will be receiving his or her pension even
againgl his or her will ™ As in Germany the pensionable aze has been raised in steps to 67, this
might entail a reduction in their pension payment.

6.5 Application

GMIS will only be granted on an application and only afier the application has been submitted.
One-time benefits as well as the benefits for education and participation must be requested
separalely™, The application for GMIS becomes effective on the first of the month after
application.® The decision regarding the application will be communicated to the applicant. He or
she can raise an objection against the decision within one month of notification.

The local job center that is responsible for the applicant is the one in whose area the applicant has
his habitual residence. If no habitual residence is detectable, for example with the homeless, the job
center is responsible, in whose arca the applicant actually resides,

Applicants have a duty to cooperate™. This is the major difference between the German and the
Belgium and French systems, The job centres in Germany do nol have access lo the data of the
different Ministries due to the protection of personal data. The only way to gecess data from other
ministries 15 when there 12 a court case and the judge requests this kind of inquiry by lifting the duty
of secrecy which protects the individual™s data privacy.

In addition, emplovers and certain third parties. such as the applicant’s dependents have an
obligation to inform and cooperate with the job centre. If employers or third parties do not comply

EETSGRI

47 Directive by the Federal Agency with regard to §9 SGB 11
B AGBI

¥ §12a8GB 1
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with their obligation fo co-operate, the job centre can impose a Ane of up to EUR 2,000 against
them and can also claim damages™. If a beneficiary does not disclose a change in their
circumatances after filing the application, the pob centre can impose a fine of up to € 500075,

The benefits are to be granted for a period of six months®®, This period can be extended to twelve
months in the event that there are chanpes in the beneficlary’s conditions. The benefits are
trapsferred to the account of the beneficiary, If the beneficiary instead requests payment by check,
the resulting costs are to be deducted from the payments to be made, unless the beneficiary can
demeonstrably not open an account with a bank, for example due to a private insolvency. After the

periad of & or 12 moths the beneficiary can apply again for GMIS.¥
7. BENEFIT LEVEL FOR CURRENT NEEDS
7.1 Definition of current needs

Due to inflation and chanpes in current needs, the benefit levels have been rising over the years.

Table 1: GMTS benefits based on current needs assessment for the different tyvpes of

households and houschold members
Specific households and household
Adult single person

Adult single parent

Adult with minor partner

Single person up o the age of 24 or adult person up to the age of 24
with a minor partner, which have moved without the approval of the
job centre

Adult partners of 8 marriage, civil parmership, mamriage or marriage
like-parmership each

Child below 6 years

Child between 6 and 13 vears

|
2014 2015 2016 2017

391
#

39l
£

353
229
£

261
3

359
£

404
£

|
409
€

409
€

409
€

327
£
237

291

% gad S0GB 1
563 SGB L
41 S0GH 1
41 SGB
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| Child between 14 and 17 vears 2096 | 302 | 306 | 31
£ £ € £

Source: Annual current GMIS needs” assessment
The benefits listed below are available for all GMIS beneficiaries.
7.2 Caost for accommuodation and heating

In addition to the standard requirements covering current needs, the actual costs of accommeodation
and heating are recognized as far as they are appropriate, In particular the level of rents in the local
housing market have to be faken info sccount. Costs for an ingppropriatc apartment arc only
recognized as long as it is not possible or unreasonable for the beneficiary to reduce costs by
changing residence, renting or otherwise, but usually for not more than six months,

Only 80 percent of the cwrent needs are recognized for the under 25-year-olds who move from their
parents’ place without the approval of the job centre. Usnally they are not entitled to the housing
benefit and initial fumishing, Only in grave cases are these costs covered by the job centre

7.3 Additional regular benefits granted based on need

Additional benefits based on need can be granted. The sum of the first four benefits listed below
may, however, not exceed the amount of the standard benefit.™

e Additional benelits are granted for single parents, These benelits are caloulated as 12
percent per child, the maximum additional benefit can only reach 0 percent, 1.e. cover 5
children. If a child is under the age of seven or two children are under the age of 16, the
additional benefit al least 36 per cenl. The child does nol have W be the biological child,
and the additionzl benefit can also be claimed for the cducation of foster children and
grandchildren. It is not necessary that that the caregiver is a biological parent or he or she
hold custody. It is only dependent on the actual circumstances,

o In the case of separated parents who alfernate the right of access to the child, the additional
benefit goes to the parent, who provides the greater care o the child. If both parents
exercise exactly the same proportion of the child's upbringing, then both parents receive
half the additional benefit.

e  Expectant mothers from the 13" week of pregnancy have a claim to additional benefits
amounting to 17 per cent of the standard benefits.

o [Msabled persons able o work receive additional benefits for schooling and education or
other additional support to obtain a job equal to 35 percent of the standard benefit.
Disabled children are not entitled to the additional benefits

Additional requirements for costly nutrition are recognized by an approprigte amount, The basis is
always a medical certificate, from which the disease, the need for the special prescribed diet and the
causal relationship between the disease and the health food must emerge. A retroactive granting of
benefits to the time before the medical diagnosis is excluded, The German Association has made
recommendations for the granting of health care allowances in social assistance, which the authority
can fall back on. It provides recommendations for some metabolic diseases.

Persons who reguire additional benefits for unavoidable expenscs on @ continuous basis are also
entitled for additional benefits. These can be for example:

gz 800 11
¥ £21 SGB 10
# £73 808 11
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o care products for alopic dermalitis, samitary products associated with an outbreak of HIV
infection

¢ Cleaning and household help for wheelchair users

¢ Other comparable hardship cages®

Mo additional benefits are granted for clothing and shoes in large sizes or for a special discase-
related nutritional expenditure, which is not recurrent but is disease-outhreak refated.

7.4 One-off benefits
One-oft benefits include

s [Initial furnishing and household appliances

«  [nitial provision of clothing and initial provision of clothing for pregnaney and a new-born
child

»  Purchase and repair of orthopaedic footwear, repair of therapeutic equipment and
equipment, and hire of therapeutic equipment*?

These requirements will be provided on regquest. Also persons whe do not receive GMIS can take
advantage of these one-off benefits, however, they might be asked to bear a reasonable share of the
costs.

74,1 Initial furmishing and household appliances

A request for assistance towards the initial furnishing of an apartment, which is not already covered
by the existing furmiture and appliances, must be requested separately. This occurs typically in the
case of the divorce or the separation of non-marntal parimers when two houschelds have o be
provided with household items.

When a child moves out from the parental home, this can lead to an imitial supply of houschold
items. In special cases, however, 2 substitute need can also be considered. In cases such as
imprisonment and homelessness, or when the recipient came from abroad, he or she has the
entitlement to an mitial fumishing and household applisnces.

The initial setting up of an apartment should provide for an orderly household and a life in dignity.
The initial equipment for the apartment includes fumishings (formiture, curtaing, lamps) and
houschold appliances (washing machine, cooker, refrigerator, vacuum cleaner, irom). Individual
costs for items such as bed, bedding, wardrobe, lamps are also included.

Mot ingluded are enterfainment equipment such as & television, A computer i not ineluded unless
the persom requires it for his or her job.

The job centre has discretionary power in this case whether it provides the items histed above in
cash or in kind. In the case of 2 cash benefit, the job centre can caleulate a lump sum. Keeping the
economics in mind, the job centre can also consider second-hand items and used furniture,

The beneficiary is not obliged to immediately request the initial equipment and does not forfeit his
claim by delaying a claim. Likewise, the initial equipment may also refer to a single piece of
furniture and not necessanly woa complete household.
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742 Clothes

A need for an initial provision of clothing is granted only under certain circumstances. This
includes, lor example, a heavy weight gain or weight loss, which makes it impossible o use the old
clothes.

There is an initial provision of maternity clothes during pregnancy and for a new-born child. It also
includes the necessary furniture such as a cupboard, a stroller and a cot,

Costs for orthopaedic footwear are covered with regards to the client’s contribution requested by the
health insurance, Therapeutic devices are all devices that have a medical purpose, such as
respirators. Eveglasses are also included in that the repair of glasses is covered through a one-off
payment.

7.5 Loan

Under certain circumstances, the beneficiary may be granted a loan, which might be needed to
assure a life in dignity. This is the case, for example, when there is a threat of power being cut off
due to accumulated debrts to the power provider. In addition, a lean can be granted to cover the time
from taking up employment to the fiest salary payment.

7.6 Health insurance and long-term care insurance

Health insurance contributions are fully covered by GMIS. The contributions o private long-term
care insurance are also to be paid up to the amount of half the contribution to the basic tanff.
Contributions to the statutory long-term care insurance are also to be covered.®”

8. INCOME

All income in money is considered as income when assessing the eligibility for GMIS and/or serting
the GMIS benefit level, In kind benefits are nol considered, Only those incomes that are actually
available as "ready funds" may be taken into account. This is not the case, for cxample, in casc ofa
home savings contract if the beneficiary cannot access the interest generated. Impounded income
can only be considered if the seizure can be legally undone, A loan is not an income because it has
to be repaid and thus it is net permanently available to the beneficiary, However, social benefits
granted on a loan basis are considered as income if they serve as a form of livelihood (for example a
student’s loan).

An overview of income to be taken inte account can be assessed by the beneficiary with the support
of the “free-allowance calculator™ at the website of the Federal Ministry of Labor and Social
Affairs,

Income not taken into account includes:

o the basic pension

e  Pensions and subsidics, which are provided for damage to the person’s body and health, up
to the amount of the corresponding basic pension under the Federal Care Act
A compensation payvment for pain and suffering

e Benefits of free welfare, provided that they do not significantly affect the situation of the
beneficiary {e.g. public kitchens)

e  [Donations trom third parties, if the consideration would be grossly unreasonable and they
do nol significantly aflect the sitwation of the beneliciary, such as compensation for a
blood donation

4 Federal Socinl Court 27,068,201 1, 01012009, 18,08 2000, 24.02.2011, 13.02.2011, 20.08_200%
T
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e An injury pension, if the payment entifles the holder to benelils under the Federal Pension
Act, up to the amount of the corresponding basie pension®
If a person entitled to GMIS benefits or the persons living within the same household own
recoverable assels, there is no entitlement to GMIS if the value of the property exceeds certain
allowances. Recovery is not required, when it would be obviously uneconomic or it would create a
special hardship for those afTected. All assets are to be taken into account with regard to their
market value, regardless of the tax regulations,

Income from the estate such as interest or dividends are considered income.
Personal allowance permitted for GMIS beneficiaries are delineated in the table below,

Table 2: Personal allowance

For each Minimum

completed year amount AERRs O ARt

Fersonal allowance

Basic personal allowance (for adult | 9.750 € (born 1957 Hﬂd.hﬁ fore}
GMIS beneficiary and their 150 € 3100 € | 9.900 € (born 1958-1963)

partners) I 10,050 € (born after 1964)

Basic personal allowance

[ for underage GMIS beneliciaries) ot e

Basic personal allowance for | 48.750 € (borm 1957 and
retirermnent for GMIS beneficiaries 750 € betore)

of working age starting al the age | 49.500 € (born 1958-1963)
of 15 {including their parmer} ! 50.250 € (born after 1964}
Basic personal allowance for

necessary purchases {for each — Tane€ TA0 €

GMIS beneficiary)

Source: §12 SGB II
There following are considered as protected property and are therefore are not part of the estate:

e Adequate houschold goods,

o A suitable motor vehicle for every eligible working-age person living in the household
{market value of about EUR 7,500 is considered adeguate). More expensive vehicles must
be decided on a case-by-case basis.

Retirement provisions promoted under federal law, including interest
A self-pccupied bouse or apartment of reasonable size owned by the GMIS beneficiary

e Funds for the prompt acquisition or preservation of a reasonably sired house or apartment

intended for rezidential use by a disabled or a dependent person

# Federal Social Court 19.10.2016, 25.06.2015, 17.10.2013, 17.10.2013
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o [lems and opghts, as lar as selling them s obviously uneconomical or would mean a
particular hardship for the person concemed. For ssscssing appropristencss, the living
conditions at the time of applying for GMIS are set as standard

9. INTEGRATION ASSISTANCE AND JOB PLACEMENT

The job centre concludes with the GMIS beneliciary an integration agreement, which determines
the support reguired for their integration into the labour market and also which efforts the
beneficiary must at least undertake in order to find work and how he or she will prove his or her
efforts. If the beneficiary refuses to sign the integration agreement, no sanctions exist. However, the
job centre can undlaterally impose the measures through an admimistrative acl conlestable at the
social court.*®

GMIS heneficiaries profit from integration assistance like reintegration inte the labour market,
Additional benefits are speeifically provided such as:

Childcare, debt counselling, psychozocial support, addiction counselling3®

+  Financial start-up for seli~employed. Job opponunity with additional expense allowance,
also called onc-curo job'’

*  Placement in the public funded emplovment sector®®

There is no legal entitlernent lo specific integration services, The personal contact person at the job
centre chooses the necessary and appropriate instruments. The choice does not have to be justificd
by the job centre.

10. SANCTIONS
10.1 Sanctions for breach of duty (big sanctions)

A sanetion for a breach of duty is justified in the case where the GMIS beneficiary, despite prior
insouctions related to the legal consequences, violates the integration apreement, rejects a
reasonable work opportunity, training or job opportunity or does not participate in olber reasonable
activitics. The legal consequences must be explained to the GMIS bencficiary in concrete, correct,
and understandable terms. It must clarify which immediate and concrete effects the breach of duty
may have. In the event that this was not the case, the GMIS beneficiary cannot be sanctioned. A
penalty is also pre-empted, if there i an important reason for the behaviour of the beneficiary,

In certain other cases, a penalty is possible even without the prior explanation of the legal

consequences. For example, if a beneficiarny intentionally caused hiz need for assistance, because he
or she resigned from a job.

The benefit reductions due to a penalty are;

= In the case of a simple breach of duty, the GMIS will be reduced by 30 percent of the
regular benefit

s Al the frst repeated breach of duty, the GMIS 15 reduced by 60 per cenl of the regular
benefit.

# In case of each additional breach of duty all benefits are cut, including for both housing
and health ingurance,

45 E15 8GRI
* &l6a S0GB 1
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More stringent conditions apply to the under-25-vear-olds, In this case, all the entire regular beneft
is cut at the time of the first breach of duty.

AL the [irst repeated breach of duty the housing allowance is cul, The job cenire may agree lo
reimburse the costs for housing if the GMIS beneficiary subsequently agrees to comply with his
obligations. For the same reason, the duration of the penalty can be reduced to six weeks,

If sanctions reduce the GMIS bencfit by more than 30 percent, the hasic social secunity institution
can grant additional benefits in kind such as in the form of food vouchers, in the event that the
beneficiary applies for them. The jol centre must approve this application in the case whers
underage children live in the household of a GMIS beneficiary.

If more than one person lives in a household of need and if the penalty of a member affects the
shared costs of the accommodation, they must be compensated for by a corresponding inerease in
the housing allowance for the other members of the houschoeld as otherwise an unlawful collective
punishment would be exerted

10.2 Sanctions for failure to report (small sanctions)

A sanction for a failure to report oceurs when a beneliciary, despite prior instructions as 1o the legal
consegquences, does not report upon the snvitation of the job centre or does not attend the foreseen
public medical consultation.

Im the evenl of such a sanction, the GMIS benelit will be reduced by 10 percent, which will be
added to any existing sanction for a breach of duty. Since there are no repeated breaches of duty in
this caze, multiple sanctions can be imposed at 10 percent of the GMIS benefit. Each of these
sanctions will expire after three months. In total benefits may not be lowered by more than 30
pereent,™

10.3 Frequency of sanctions

In 2015, there were 4,327,206 GMIS beneficiaries®t in Germany, out of which a total of 978,809
sanctions were imposed. The majority of these were small sanctions due to a failure to report
{around 75 percent), 131,520 GMIS benchiciaries were affected by at least one sanction in 2015, 1.e
4 percent of all GMIS beneficiaries. The average reduction of benefits was 19.4 percent. 6,963
GMIS  beneficiaries were affected by full-scale sanctions, ie. .16 percent of all GMIS
beneficiaries, The frequency of sanclions varies by region, The highest is in Berlin, #

1L ADMINISTRATIVE PROCEDURE

hsputes in the arca of GMIS fall under the junsdichon of the socizl court, Before a dispute s
submitted to the social court, preliminary proceedings (alse called pre-trial proceedings) must first
be conducted. GMIS beneficiaries can apply for independent legal counselling at the local social
court. ™

WEILSGR I
3D SGREIT
A hutpssde.statista comystatistik/daten/studic’ 1 394/ umirageleisungsemplacnger-von-arbeitslosengeld-ii-
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essFormé&resourceld=2 1 0368& mput_=d&pagelocale=dedtopicld=1023378&vear month=aktucll&yeer menth GROL
P=1&srarch=Suchen
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12. RE-PAYMENT OF GMIS BENEFITS

If the circumstances of the GMIS beneficiary change whilst receiving GMIS benefits, the job centre
can reclamm the unlawlully received GMIS and other benefits retroactively and adjust or cancel ils
approval of GMIS, Excess benefits received must be repaid to the job centre

13, GMIS OF FRANCE AND BELGIUM

In Belgium the GMIS has two major elements that are in place to combat fraud. Eligibility is based
on application and a subsequent home visit conducted by a professional social worker sworn fo
professional secrecy. In addition, the “Cross Roads Bank for Social Secunty (CBSS)7 is an T
based system that allows the checking of the personal data of the applicant as registered with
different Ministries. This 15 in stark contrast to the German system, where social workers might
conduct home visits when 11 comes o checking the need for one-oll benefits and for specilic
services. In Germany the rule of data protection does not allow the standard checking of applicants
data.

Also in France there is the Electromic Exchange of Social Scourty Information (EESSI[ for
checking the information of GMIS applicants.

14, POLICY RECOMMENDATIONS
The German GMIS aims to enter or re-enter the emplovable unemploved into the labour market.

It 15 an integrated svstem, which provides a basic support based on the current needs for people who
require help. Based on the specificities of the household, additional support is granted. Entry
conditions into the GMIS are clearly defined. The entire GMIS is based on the social law and
supported by social courts.

It contrast to other countries, the agency responzible Tor running the German GMIS is not able to
refrieve data on an applicant fom other ministries such as the Ministry of Finance for a tax
statement. It is the responsibility of the applicant to provide this information, which is then checked
by the job centre. Only when inconsistencies or doubts arise and a founded suspicion of fraud is
formed, can the job centre access data from other mirustries, The same 15 true in the event of a courd
case. Sanctions are clearly defined. However it should be noted that the person requiring help can
always reapply - no so called “black lists™ exist.

The system might appear to be “soft”, however with a 3.04 percent rate of identificd fraud it 1s
working.

RBased on the above, the following recommendations are given:

The social assistance law should be further developed

The Chinese GMIS should first and foremost finaglise the social law. This challenge is known to the
Chinese experts, The currently applicable “Social Assistance Interim Regulations™ with only 7
pages, does not sufficiently cover all the eventualitics and do not provide a sufficient basis for the

enforcement of the regulation. ™

The law should aim to integrate the different social assistance measures that currently appear
to be Tragmented.
Income and asset assessments for a Dibao benefit shounld make use of all available data

g4 SGE I
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A challenge will be the verification of the estate and income of an apphicant for the Chinese GMTS.
In the cities, this data is available. However, in the countryzide this proves to be much more of a
challenge, The Ministry of Agriculture has established an inventory, however, the inventory has 1o
be dynamic and the income generated fFrom the assets will have to be established and in the case of
barter to be monetised.

Rase the Dibao criteria fully on the legal provisions stating the selection criteria and use
democratic discussion for the final assessment of lists produced through the computerised
assessment of cases

Currently the Chinese GMIS uses a pre-selection procedure and democratic discussions. There
individual cases are assessed. The assumption s that the participants know each other and their
living conditions, However, in citics this 13 no longer the case, This bears the nsk that cerlain
individuals or groups are stigmatised and thus excluded despite their need. In addition, poverty is
asgessed on a relative basis relevant to the locality, meaning thal in clear terms, that what is
ponsidered poor in one location might not be considered poor in another, The democratic discussion
i5 an important instrument in the Chinese political and administrative system. It is proposed, that the
selection criteria be based on the to be developed social assistance law are developed which allow
the establishment of ehigibility based on the available information. This mformation 15 compiled n a
list on a regular basis and is submitted for democratic discussion. This would allow for excluding or
including beneficiaries.

Setting clear fraud detection procedures and offering staff incentives for fraud detection

The prevention of fraud conducted by the stafl of the Ministry of Civil Affairs or at the
provinciallocal level could employ the setting of incentives for local managers by dgreement on
guotas for the detection of fraud. This would assure an extra source of income for the staff. The
employment of ¢ivil society organisations for the detection of fraud, by acting as inspectors, is not
recommended. It raises the concern, whoe will inspect the inspectors. It should also be kept in mind
that at the local level, particularly in the rural areas, the personnel with the required qualifications
might he very hard to identify. In addition, these personne]l might be locally stromgly linked through
family ties or other means, putting into question their true impartiality.
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